
-- .t'l 

'---~ //' 

( NJSA: 178:27A-17 et seq. ;J-----­--~-'---" 

Leglsladve HIstory CheckUst 
(Compiled by the Office of Legislative Services Library) 

Synopsis:	 Requires certain insurers, service corporations and Il108 to
 
offer standardized health insurance plans to small groups;

establishes a reinsurance progrem. 

BUI No.: 8371 P.L. 1992, e. 162 

Idfllticalto: A767 (ACS) 
S"bstitulfd/or: A767 (ACS)

CtNIIbiMd with:
 
Last~mon BillNo.:
 

S~~ AboN Bill(sJfor Additional History 

NJSA: 178:27A-l1 et seq.
 

Spouor(s): Bassan0+7
 

Date latndaced: 02/13/92
 

Committee Reference: StateDleDt: Publle Hearl.:
 

(Iithout reference) j 
S(MI(:	 

I, 
Health and Human Services Yes No 

Spouor State_at: Yes I 
i 

Fiscal Note: 10 

D.teso'.....: 

Asmnb(y: $,,,,,,,. 
06/29/92 (66-2) 08/29/92 (S8-0)
11/30/92 (49-9)	 11/30/92 (22-8) 

Date 01 Veto: 09/10/92 

Message on Sipiaa: No 

Amended D1Iriag P8SS8le: Yes 

Governor's Action: 

Veto: Yes (Conditional) 

Date 01 Approval: 11/30/92 

AdditloDallDlormatloa: 



I§§1-30. 
C.17B:27A-17 
to 

I 
17B:27A-46 t 

i 
P.L.1992,. CHAPTER 162, approv. November 30, J992
 

Senate Committee Substitute (Fht ReprlntJfor
 

1992 Senate No. 371
 I,
1 AN ACT requiring certain health insurers, service corporations ,
 
2 ancLhealth maintenance organizations to offer l[basic]
 
3 staliallrdiz~1 health benefits programs to l[certain employers)
 
4 sril8U,grouP5t and establishing a reinsurance program.
 
5
 
6 BEI!.~~CTED by the Senate and Genertl' Assembly 0/ the
 
7 State 9l'NetAfJerley:
 
8 1. As/usedln this act: 
9 "Acttillr.i~:certification" means a written statement by a 

10 member of:the American Academy of Actuaries or other 
.i" tt incJi~~~~~ptabletothe commissioner tlult a small employer 

12 catrifJt\is in;c~pliance with the provisions of section 1[12] !!1 of 
13 this act, based upon examination, includinl a review of the 
14 ,approPriate'+ords and actuarial assmnptions and,methods used 
15 byth~SRlall'employer carrier in establishing premium rates for 
16 apPliclble;~~~th benefits plans. 
17 I"AnliciHtid lOss ratio"' means. the ratio, of the present value 
18 of tbe·eXOiCilcJbenefltil,nbt inCludiDg diVideDds, to the present 
19 .v8I,*r;'Ot,tlii¥jbpectecl'l!r8miumsjnof redueeitWdiVid8nds, over 
20 tIleentife"i!!liodforWlUCh 'rateaf'areCoRmuteci '. to provide 
21 coverUe~':For Jiurpos@ of this ratib~tJHf:i:!Uer!t,"alues.must 
22 ,iDOOtbOnte ..:ftWlsticrates .of. interest ,WfiiCli! 'are detennined 
23 , bet'orefeaeraUaxes butafterinV.trilent(~.l· 
24 l[·~""~Dium rate" meansflll"1OWestpNini~rate charaed 
25 by'- ~llllalr_ployer carrier for the same or~ coverage. 
26 ~~e~ is equivalent in value to a be8lth benefits plan 
27 coY~~Il'~'llemployer. 1betenn "basepr8miUIII rate" refen 
Z8 to~t~"f~(;8nJ health benefits plan eov8rid; two or more 
29 ·emPlo"'~f(~sinallemp1oyer. 
30 .·~h8Il~ benefits plan" means a health benefits plan for 
31 ..m81hemPlctJ~1swhlcbprovicies benefits puISUIIlttcJ.section 4 of 
32 •this.c:t"IIid·~ is filed with ·the~er.b18ccordance 
33 wlththtt~.....t10f section 24ofthilactanY.portion of the 
34 premiunaforjfich is paid by • small employer or rorwbich any 
35 coYeHairicliiidualis relnlbuned wh8th8t tKto h wa e"<; ',""'i' '. . '. . ......C'. 111. 8,0' 

38 ..~_ts~rotherwile.if the health beDelitS'planis treated by 
37 th8~~tX0i' any ofthecoveredindi~aSPartof a plan .. ...,,,,	 38 or~~8m~~! the purposes of sectlbn 16Zor'secti.ml060f the
 
39 Jnte~~eV~Code of 1988 (28 U.s.C. 1~ O~28 U.S.C. l06).Jl
*\ 40 "BOarcJ"mda,ns the board of directors oftheiarOgram. . 
41 "C8rrier";me8lll any insufance OOmpanY.he'alth service 

:' " .. __.~. . - ..:';:'.:,'. ,1;~:,::~';"-:~':'~__"-' .' 

£XPIMlTION ....tter· .nclased tnbold-.fac:td .•ra~tsithuS] tnthe.MY. bmh,ilo~en.cted and ts ",tended to Ileoilitt~in)h.law.· ­

...tt"riUfld.~l,,~ 1IuLl.tsnewutter. ...~., " 
fltte'r.ricl"s.~in superscript nUiillr.1sh.. b.... :~pt!ll,:.'s follOws: 
~a:.:.==:t~.::~ 3t f;;?,lftc. wttli 6ii¥:iIi"0r's 
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1 co~rati()~.; •hospital service corporation. medical service 
2 CQrpo~t~~:j .1[.1 2[1 health maintenance" organization l[or 
3 MEwAl1~u~hOrized to issue' health benefits plans' in this State. 
4 For P~~. of thisact.c~ersthat are affiliated companies 
5 'sb~'~t!t~ated as onec~er,,~~ept that any insurance 
e cOrn~Y,.. )lealth service c0q,JOration. .hospital service 
1 corP9ration,br medicalservic~ corporatiODthat Ui an affiliate of 
8 8,. h~P1fl.i'iI\Qintenanc~ orgariizationlocatedillNew.Jersey or any

>.", :....,. ""'~ . . . '. . ...•. '" .... ' 
9 hefl.~·ijt~~tmanceorgariizat!on ~fatec:t,iJ1New Jersey that is 

10 aff.iij,.ted';"'" h an insuran~ecompariy, health service corporation. 
11 hoaIJit,~ '. ce corpO~ation. ormt@cafsetvice corporation shall 
12trea.tthe,th maintenance organization as a separate carrier.

"1.' ". ". .', 

13 ' ner" means the Commissioner of Insurance. 
14 1"Co 't rat' "means a rat'methOdolo in which the 
15 .premitnnfb'ifallpersonscovered b¥a pOlicYorcontractfonn is 
16the:~~,~uponthee!perienceof the entire pool of risks ...~. 
l100vetea :$1'that .policy or contract fonn WithOut regard to age. 
18 geDaer,health status,. residence or occuIJation.1 

19 ";t)~p8fi~~t" m~ans the .. Department'of .Insurance. 
20"ij;p8nCI~t" means the spOuse or child of an eligible employee, 
21 subj'ec:t lo.:a#plicabletennsof the 'health benefits plan covering 
22 thee~ploy,e~. 
23 "£Iigible;~mployee"means a full;.;timeemployee wboworks a 
24 nornl@l\Vo~Kweek of 1[30lU1 ormore¥~ The term iIlcludes 
25 aiiO~;~rop~etor, a partner of a Ptmnel'lSbip,or an indePenctent 
26 ~!rfctor,'Jf' the ..,le proprietor, partner, .or ,.indepeDdent 
21COQt~ctcJr~~ iaclUd.,a8S an ~yee1JrKtet81lealthbeaefits 
28 piarl;~f~sm~ empJoyeri but dO. not inclg&,!mployees wbo 
29 WOI'kJeSstllln 1[30]251 hOurs a weekorwotkon~a temporary or 
30 ..tituti~s. '. 

31 'tiFilt~ddi~y impaired" meIDSa. cani~r whic~t . after the 
32 effec;;t.ive:~te of this act, is 001 insolveattlRit is deemed tiy the 
33 com,.i~~ to be potentially uD8ble tOfUlfmits .contractual 
34obU1~~~;:~r a carrier whiCh u(placedunder an 0ft1er of 
35re1aB!litaucin or conservation b)t a ,Court of competent 
38 .juriIiIi~ti~;.; . .... .... . . 
37!1.f(~tb~fits plan" m.eans anY~tat~tn.eclicalexpense 
38 ~~1!~ health. ~tlll.0rm~q8I'Sft~cecorporation 
39 . cont~ct;;~tt health· IIUlintenanee. ofBInIZfitiOat ·. sUfJscrihet 
40 con~ric:tl(;:or plans proVided ~ MEw~rC)fi~reabYlg 
41' carrier tol:~smallelllPloyer ImYl!l~t' tose=tion'l[4l 31 

42 of~ac~~i' For pUrpOses. of this'actt"Ilita1t1r~ijfitS""· 
43 exC~ijd~.·.t~~· followinB PlanS. policies, orCont~bts:" .Ccident 
44 onlYtc:redi't<disabiUty, 101Jl~tenncare, cov~~e·for N~are 
45 I8rvi~.,.~t to a~tractwiththjUnit.edStates 
48 JOVe#~t~Nedic.I'8SUPP!~!Dent.c1IJ1l.~r~y'~l'vi.iOrtCillY 
: ~Y!O~~::':'~:i~i~r~.~!··~e~~~e!~t~
 
49 paynient~e,or insUr8nce1inder~. e 
&0 with 'or Wi~l}$Jt relarel tofaUlt'iIla;?~ ........•. '
 
&1 to b8 COhtl1hed in iny liullity' ~@ir 

&2 self-lhaur...~., '" . .... .. ..', > ..•.•.•.. .•• ...C .' 
&3 "Late en~Uee· means an elillblee",plo~",.()r~'~f~Jto· 
54 requests ent1iUment in a health benefits plan'-ttt a small em.yer 
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1 tCJ,1lc?~ the initial miJlimum 30~day e~fCJl~~nt period provided 
2 ,,~rthe tfums of the h,81th ~efits pl~. '? 'eligibleeqlployee 
3 ~ld~~ent sI1all.not be' co~df!roa.';:a J!i~e enrollee .if ,the 

-"1 
4 b1cIi~itaal was covered underanothQ.. '~~lO~@~·she8Ith benefits- 5P~'lltrthe time he was. eligible to entoti~(statedat the time 
6 '~f; ;tIi~! initial' enrol1Jnent ,that'. cove1'88~l1nder that, other 
1 'ep1~lOy~r's health bene!its,plan'.Y~the~~n for declining 
8 emollment; has lost coverage under that other employer' s health 
9~;fii~ plan as a resuitofte.:mut~t~on of employment, the 
10t!~~tion of the otherplart's coverag." d~llthofaspouse,. ,or 
11 'djvprce; and the individua:lrequests~nronment within 90 days 
12aft~l',t~rmination of coverage provided tindel-another employer 's 
13h~~~iiibenefitsPlan; l[or if the in~yiduai)s. employed by an 
14 ~p~erunder, a MEWA which offe~mu!tipLe health benefits 
15 .P~.;·~theindiVidual elects a diffef8!'1tglan during an open I 
16eDio"4e;t,:',t periC)dj]l or if a court ofccJmpe't",nt jurisdiction has 
17,f)~'r"Cf)verag~ to be provide~,for a sp'Ouse pr minor child WIder i 

~ 

18.~~;;~0!eted emp~yee' s health benefit!!pliUl and request for 
19,.,.}m1ljf1entismade withiJi 30 days after isSuance of that court it 
20 '~~~::'.' ",' ,.. ,.. ,' 
21~""~ber" means all carriers issuing healthJ:Nmefits plans l[and 
22 ",~~';pl'Ovi~health Befits plans]l in ihis State on or after I
23, 'thitieifective ,date oftlUsact. ,. . 
24<.'I[-~A" D1eans~tmUltipleemlJlo~erwelfare arrangement 
25a.f~rm~ in section 3 of the federal~plOitte Retirement and I

•

26 .'~~h'8ec:urity,Act of 1914••·P..tb.L.93-4CiE5J29 U.S.C. 51002). 
21 .. ;,It~ffor any such art8ll8emenfwhldl isftiliiinsured within· the 
28 .n1iInirigof thatact.]1 ". . . 

. ",,,.,;,,,,:.,,.,:,.. ..' . .... ... , .' .. ,
.' . " 

29 "'~:"of operation" m8811Stheplan'f)f'~peration of the program 
30 ..• . articles. byla\¥S and operati!ig'rul", approved. pursuant '.? ...•. 'J'" 

:~ .;~9.J;~::l~i~p;~".meansalX)liCy....or·. contract 
33 .P' '. ;', .that exc::ludeseoverq8l11ldet t~t Mllcyoreontract .for •34 . 'or.~ •. ·~~l8.·~if~~~ri~folloWinl 
35 .•... v.r: 's etfectiv~'clateof'cOVe~;,~()r';'~~tiOnthat. 
38 .... ~'(;;,Il &peeifttd ~~,;imm~t.,~;~~!#~~;~tfective 
31 'd~~,Orr:aJve..,bad ~lIt~itSelPlt~~rg~l'lIS.wou1d 
38 ·~;.,...ordiliUl1Y '1HUdiat"penDlt~_i;·ritediC::~.adVice.· 
39 .~~. care or t~altpl8at,' or ,to~·d~eCIi~~'adVice. 
4Odi~., care or treatment W8s~. .... .,:or+~iyedaSto 
41 t~b::~idition orIS to pregnancy.existjrig o.(~ elfecHve d*te 
420Il~~~. . .•. ..•.. '. .....•. . . 

43 '...•.. "p~jram" me8lll.theNewJel'S8)'s,man.~plo~~r. Health
 
44~.':~einsurance Pivgram IIt.bliahed~.t to section 1[18]
 
45 121,of'this act.
 
48 - ... : carrier"meldleasmall' "";:~:~~~~el~t~
 
41 tol 8XCS ~e[,'t*ei~•. 'iril'Lfmm,:t1ii 
48 .. ~' in acconlanc:e j[lD]·~th~~,.: :of"tm iCt':jii 

E~a?ii:!ti~f 
62 partJli.Pt or aisociatiOriicti~i,l,;_ 
63 af le.,t, &0 percent oti its'W()~'.. '.' Ji:,
64 caleridir year quarter.employtlct' .tle~Fr 
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1 49 eligible employees,tbe majority of Whom are employed within 
2 tbeStat., of New Jersey. In detenniDin8the p,urnber ofeliJible 
3 employe~, companies whicb ale affiliated companiessball, be 
4 cOnside~d one employer, subsequ8Qt to tbe issuance of a health - 5 benefits.Jlan toa small employer Pumumt to the provisions of 
6 this act, and for the purpose' of determiningeligfbility, the size of 
7 a, small, employer shall be determiiled8lU1ually. Except as 
8 otberwisespecifically provided, provisions of this act which' apply 
9 to a SDlall employer sball continue to apply until tbe BJiniversary 

10 date next of the healtb benefits plan folloWfug the date tbe 
11 employer no longer meets the defiriition of a small employer. 
12 "Small employer carrier" meaDs any carrier l[or MEWA]l that 
13 offers h.,;alth benefits plans covering eligible employees of one or 
14 moresmll1l employers. 
15 "Small employer health benefits plan" means a health benefits 
16 plan for small employers approved by the commissioner pursuant 
17 to section 1[23] 171 of this act. ' 
18 2. Every health insurer, health serVice corporation, medical 
19 serVice,' corporation, hospital service corporation, and health 
20 maintenance organization licensed or authorized to provide 
21 health benefits Of serVices in this State Which offers health 
22 in$urance policies or covetagescOveriDg two or Dmre entPJoyees 
23 of. aSl11~ employer shall be, subject toJheprovisions of this act. 
24 Coverage, shall be offered to all ellli~e' employees and their 
25 c1ipendents and shall not excl~ any", eDllJloyee, or ,e1isible 
26C1ependent on the basis of anactlUll or expectedhealtb condition. 
273. l(Notwitbstanding theproVisiollS ,of P.L:t991, c.187, every 
28 camerSUbject to the provisions of this act shall, as a coadition 
29 of tran&ftctinl business, in' ' this State~ ,',offer 'to every small 
30 emPlOyer at least two health beDefitspllns. Oile plan 8h8ll bea 
31 &asic health benefits plan, IS provided in section 4 of this act, 
32 and onelban be a Basic PI.. IutalthiJen8titsplan, as provided in 
33 _tlon5'of this act. Initially, the offershalliJe made Within 90 
34 .of the filing with the ,commissioner of that carrier's 
3& IMinefitsplans. Thereafter, the plans sh8llbe available to small 
38 employen on a continuing basis. EVery small employer which 
37 eleets to be covered under either of the plailS prOvided for under 
38 this act. who pays the requif8d premillril' therefor_ who 
39 .tilfi_the other requirements of the plan Sh8llbe issued. 
40 poliqr 'or contract by the carrier. The carrier may 8stilblisb a 
41 premium payment plan which provides inStallment payments and 
42 which may contain reasonable provisions to ensure' paJment 
43 s8curity;provided that provisiOilito ensUre payment seCurity are 
44 reasonably related to the. risk and' are umlonn!y applied. 'Every 
45 Pbut shall be in confonnance ,with the 8Uidelines~t8blished 
48 pUrsuant to section 23 of this,act, and each carn.er's plans sh8ll 
47 becertififHI and filed with the commissioDer pUtsUenttosectum 

. ! .. 48 24 of this '8ct.] 
! 1. 

49 8. E~fil'Y small employer cilrrier shimp" i coridlUoa of 
50 triulsactJ1'ls businesil in this State; offer"t()1rii&;sm.u~~~" 
51 the .88J11ef'vA ha..t ... L._· _. ­

. I 

•
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t 88CtiCJJ1S§§;5~i and 59 ofP.L.I991, .. C.181.IC,17:48E-22.2,
 
2i1B~28~2~"i8Dd"~:26:21-4.3), The remairiilw:,pOlicy· lOnns' shall
 
3 corltami'~8i1iCi~tiOSpital and medical-sUmcaf benefits; "inCluding,
 
4 b,if;Mt~iffififijiBt~
 

5 ""'(if?BDic~~tient and outpatient hospital care;
 
6 (zj'aiiSict'il1ct'tiktended medical;..su!Jicalbtmefitsj
 
1 (3),diQllOStiC··;tests, inclUding x-raYs;
 
8 (4)."Mit~mity<benefits,including prenatal and postnatal care:
 
9 and.,' ':'.<"~'c •
 

10 (5) .' .:preventive medicine, including periodic phySical 
llex8riiliii:fid~fawa;~ulatioDS. 
12 ,At' re~F:~tliiii~!of' the 'forms shall provide for major medical 
13 b8nefi!s~i:ri"'~p lifetime asgtegates, one 'ot<~ch shall 
14providf{·a:t·I~~~·~1,000,OOO.in lifetimeaggregatebe~efits. The 
15 pOliriYfdnnsproVtded Pursuant to, this sectioDshln contain 
16ben~fitSirip~fiiting progr8ssively greater ae:tuanaf"iilues. 
11,~:~'iJ,Iti~~}i~'1CarriersiianOfferap[an Within 9Oday&,of the 
18 apptOfiitlf;r$OOh~'~plan 1)y"'tbe comlnissioner•. ThE,,~eaf(er,·the plans 
19s1OOI;';i)I:cilViiiiHftii to alFsrriall emplOiers on acontffiUUlg basis. 
20 EVija~~~0i18iiiploYer .Which 'elects':fo' be 'cove'ttdiliiter any 
21he81th;!JIfi~fitsJfPI8n.whO' .paYS· thlrprermuDi· ;·therefol':8nd who 
22satiSfi~,tiiiEp!:fficipatiOn reqUirements 01' the plan:sIGill 'lJ8issued 

. 23 aPO~cy~~,,~tf!i~flJy th~' Cartiflt..·.. · ,.... .. . ' • 
24 ,.' '. c.:',11ti~camit;.!mat· .eStablish a premium ;p8Y!!lenf,planwhich 
25 ·piOVicWS(~t'iJJrifintpaY!nentS:.,8rid·Wliia.~8,Y:,Cdntiiitt"~ble 
26 proViSiOiiiltol;~ paYDient;s8curitYi;proviaidjthat:p~ to 
21 ensUre':p;lymiDt{~jyai8U11ifotmlY:fiJtJlled~ ,.... ; 
28 cLllf'aaaitiilito .the five ":st8Jldlid' .pOliciesdel;(:ribed· in 

29 suhsectiort';·iL··ofi$tJ1issectiOn..tIl~lXiara:maY'deve~f"UI;!~'to.five 
30 rider·,paag~~ti~· sucb;pacgge',:Wi1icil ,ai'c.rrier;,~ to 
31 ot(er'~~li;;iiIUed ·to .&irialietnplOUr iWhbpciYStHe'pt!m1um 
32 . th8refor(lJlndifihifi:be subi8Ct·.tothe :r.ttfiUI·rIlethodC)lOiYSetf~rth 
33	 ift.tiOii"9'oltilliS act.t ' .. ..
 

1 "( , '.' ',-' , .

34 (4. .... th benefits plan sballprovide: 
35 ... · . eXpaecovl!r8Ie'f~ra~riodot2t days in 
38 ~·.·.for eacllcovetedpe~ f~r~>iDcurred 
37 form 'treatniint encfservices tendered as a 
38 _t~ ckn... llu:llldinr. .."" .. ' .... '.. .•.••• .• . 
39 (1)' ., al room endbOald. including 8eri~ DUISins
 
40 care 8iici etl; '.
 
41 ",(2)'" ..,,,,,,,;, ' ,.bo&pitalsetv!ces. inl?luding' e~incurred
 
42 fC)f~~~Y tbebolpitil'forsei'¥ice8 and SuppUes which
 
43 are~i~ redby'tbehospu" and provided·for·.
 
44 OI'I1y'~'*" .' OfcODfin8rneilt;... .' . ..'
 
45(3)'", .."'i .••... , tientservices, including sursiciland other
 
:: ..tViGtI8.:~'O!lada!-ar~,lJDspital~rvicesnmdered 

a~~;,,;fl_~~~'.l
 
62 ~nDii;!' 
&3 tluftrea 
64	 (t) '"A 
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1 (2) An.,.thesia servic.. including" the administtation of 
2 nec"sarfc~ineral anesthesia and related "procedures in 
3 connec~ion ~thcoveredSUl'lical services npulered ."))y".. a physician 
4 other· th8Jlt~elphysicianperfOnning.the surgical services; " 
& (3) .Inpa:ti~t hospital services rendered to ape1'lOl1who is 
6 confined to a hospital for treatment of sickness or injury other 
7 than that for which sui'gicalcare is requiredt 
8 (4) Matemity benefits. including cost of delivery and pre-natal 
9 care; 

10 c. Out-of-hospital physical examinations, including related 
11 x-rays, immunizations, and diagnostic tests, rendered on the 
12foUoWing•basis: 
13 (1) FOl'covered minors of less than two years of age, up to six 
14 examiJia.tionsduring the first two years of life; 
15 (2) .For covered minors of at least two years of age but not 
16 more than 18 years of age. no more than one physical 
17 examination at ages 3. 6. 9. 12, 15, and 18 yemof age; 
18(3) .For cov~red adults of at least 19 years of age but less than 
19 40 years of age. one physical examination every five years; 
20 (4) For covered adults of at least 40 years of age but less than 
21 60 years of age. one examination every threeyearsi and 
22(5) For covered adults of age 60 years or older. one 
23 examination every two years. 
24 Every physical examination rendered pursuant to this 
25 sUbsection shall be subject to such co-payments and deductibles 
28 as arepl'OVided for in the plan. 
27 d. The planprovid8cUor herein may. subjeet to the approval of 
28 the commisisioner. with respect to health maintenance 
29 organizatiOns, be modified as necessary to comply with the 
30 provisions of subchapter XI of Pub.L.93-222 (42 U.S.C. 13008 et 
31 seq.).]l 
32 1[5. a."A Basic Pia. health benefits plan shall provide the 
33 same benefits as the basic policy. as"well ashollpital and medical 
34 expense coyerige in exc.. of the basic policy as established and 
36 modified by tile board from time to time. and approved by tbe 
38 c:onuniIIioner. but in no cue Ih8ll benefits provided"for in the 
37 Basic Plus Coverage exceed an actuarial valUe which is 2Mfl 
38 ......t.r than the actuarial value of the basic COV81'88e provided 
39 punlU8nt to section 4 of this act. 
40 b. The benefits which may be provided in excess of the 
41 benefits in the basic plan may include. but shall DOt be limited to. 
42 additional inpatient hospital benefits, additional diqnostlc tests, 
43 benefits directed towald the preyention of disease. provided that 
44 they are quantifiably COIteffeetive. and additional medical and. 
46 surgical expense benefits. 
48 c. At the discretion of the buald. the Basic Plus plan may 
41 provide fora selection of not more than three altematiye benefit 
48 peckageswhlch may be selected by mnallemp~yenaccOrdingto 
49 the needs 01 .their wOrk force, prOvided hOwever.· ... that no 
50 combination of altemaUve benefits in additIOn to the . basic 
51 benefits shall exceed the actuarial value .tabUahecl in subsection 
62 a. of this section.]l 
53 1[8.a.] 4.1 Plans required to be offered l[Pun\nlDt to sections 
54 4 Of 5 of this act shalll undef this act· marl be subject to 
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1 coinsurance and deductibles. which may vary by selected portions
 
2 of the covetqe. except that no deductible applicable to any
 
3 portion of the coverqe shall exceed $250 for an individual or
 
4 family mrlt during any benefit year. and no coinsurance applicable
 
5 to any portiOn of the coverage shall exceed $500 for an individual
 
6 or family mrlt during any benefit year. unless provided by the
 
1 board pursuant to section 1[23] 111 of this act. Neither
 
8 coinsurance nor deductibles shall be applicable to maternity
 
9 benefits.
 

10 1[b. Except as provided herein. no law requiring the inclusion 
11 of any specified health care service or benefit and no law 
12 requiring the reimbursement. utilization, or consideration of a 
13 specific category of licensed health care practitioner shall apply 
14 to any Basic or Basic Plus health benefits plan provided for 
15 herein.]1 
16 1[1.] ~1 Coverage provided pursuant to this act shall be subject 
17 to standard coordination of benefits provisions for all persons 
18 covered under the policy or contract. Notwithstanding the 
19 provision of any other law to the contrary. l[coverage] the health 
20 benefits plan with the lowest actuarial value1 provided under 
21 1(policies or contracts issued pursuant to sections 4 or 5 of]1 this 
22 act shall not extend to any injury for which coverage is available 
23 or applicablepul'Suant to section 4 of P.L.1972, c.10 (C.39:6A-4). 
24 and lIthe coverage provided by a policy or contract issued 
25 pmsuant to this act] that health benefits plan1 shall not be used 
26 as a substitute for any insurance required to be maintained 
27 pursuant to section 4 of P.L.1972. c.70 (C.39:6A-4). 
28 1[8. L Except as otherwise provided by this act, a preexistinl 
29 condition pl'OVision shall not exclude coverage for an eligible 
30 employee or dependent for a period beyond 180 days foUowing the 
31 effective date of coverage of an eligible employee and may only 
32 relate to conditions manifestina themselves during the six months 
33 immediately pneeedinl the effective date of coverqe in such a 
34 manner as would cause an ordinarily pnJdent person to seek 
3& medical advice, diagnosis. care or treatment or for which medical 

I 
~ 

36 advice. diagnosis. cue, or treatment was recommended or 
31 neeived durinI the six months immediately pneeding the 
38 effective date of coverage. or IS to a pregnancy existina on the 
39 effective date of coverage.) j
40 8. L No health benefits plan subject to this act shall include ,
41 any pnexiatinl condition provision. provided that. a preexistinl r42 condition provision may apply to a late enrollee or to any lroUP ,
43 of two to five persons if such provision excludes coverye for a 

,44 period of no more than 180 daY! foUowins the effective date of 
i 

I

46 coveNe of such emol1ee. and relates only to conditions 
48 manit.tins themselv. durins the six months immediately 
41 prec:eedin! the effective date of coverage of such enrollee in 
48 such .a manner as would cause an ordinarily prudent· person to 
49 seek medical advice. di8ll108ia. care or trealmentor for which 
60 medical advice. di88l108is, care. or treatment was recommended 
51 or received dug the six months immediately pneedins the 
52 effective date of coverale. or IS to a presn8ncy existtns on the 
&3 effective date of coverllei provided that, if 10 or more late 
64 enrollees request enrollment during any 3D-day enrollment 
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esftod.'· '.then nopreexistinB condition provision .shall· applY·· to any 
8Uch:enmllee.1 

Sb.rin deterlniDing whether a preexisting condition provision 
48.ppueil! to an eligible employee ordepeDdeil~,an health benefits - S pijuw•. fdlall credit the time that person was. coveredunder 1[al 
6~ytp:ttMous l[employer basedJl health benefits plan if the 
'",,~evioUs coverase was continuous to adate not more than 90 days 
8 prior t~the effective· date of the new coverage, exclUSive of any 
9 aPPlica~le waitmg period under such plan. 

10 1[9:)?1 Ever;y policy or contract issued to small employers in 
11 this· State l[including•. but not limited to. policies or contracts 
12 is$'u~;:Pursuant to the provisions of this actl1 shall be renewable 
IS with respect to· all eligible· employees or dependents at the option 
14 . of the policy or contract holder, or small employer except WIder
 
15 thefoll9wing ci1'eUlllStances:
 
16 ··a.NOnpayment of the. required premiums by the policyholder,
 
11 contrac~ holder, or employer;
 
18 b:,,·P·raud orinisrep~ntation of the policyholder, contract .
 
19 hOlder, or employer or. with respect to coverage of eligible
 
20emplo~ees or dependents. the enrollees or their representatives:
 
21c... The D1IJJlHr of employees covered under the health benefits
 
22 plan is.~ess than the n~ber or percentage of employees required
 
23 . bypar~icipation requirements under the·health benefits policy or
 
24 cont1'8cl;
 
25 d. Noncompliance with a carrier's employment contribution
 
26 reqUirements;
 I 

21 e. ~[11le carrier withdraws the policy fonn.with the approval 
28 oftha c:ommi8sioner. in which case the Il'OUPshallbe offered an 
29 altemative policy or contract by the carrier which offers 
30 COJIIpatable benefits; 
31 f.)l Any carrier doing business pursuant to the provisions of 
32 this act ceases doins hillinessin the small employer market. if 
33 . the following COIlditions are satisfied: 
34 (1) The carrier lives notice to cease doing business in the 
3& smallemplayer market to the c:onunisSioner not later thaneiPt 
38 months prior to the date of the planDedwitbdrawal from the 
37 small group market. during which time the Garrier sha11continue 
38 to bepemed by this act with respect to busine&l written 
39 punuant to this act: For the purposes of this subsection, "date of 
40 withdrawal" means the date upon which the first notice to sma11 
41 emplo,ers is sent by the carrier pursuant to parqrapb (3) of this 
42 section; 
43 . (2) No later thm two months follOwing the date of the 
44 notification to the commissioner that the carrier intends to cease 
4& doing business in the small employer market. the carrier shall 
48 mail a notice to every small busine&l employer insUred by the 
47 carrier that the poney or contract of insuranCe will be 
48 tenninated. This notice shall· be sent by certified man to the 
49 small business emplOyer not less than fdxlliOnths .th'at1vallC~.ot 
&0 the effective date of the cancellatiolldate of the pOlicy or 
51 contract: 
&2 (3) An)' carrier that ceases to do .~ •.. ~tt0tblsact 
53 shall be prohibited from writin8 new bUsillUs intlll.srnlll 
54 employer market for a period of fiveyean'fiOinthedateof 

. ' 
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1 notice t9 th~, ~ner. 

2 1[1~~~~, enrolle. may be excluded from coverase: a. for 
3 12~tha'~r all coyerqe; or b. for 12 months for a preexisting 
4 ~~tor,a.t;lo' com~' period oftotaleX(;l~ or exclusion for 
5 • ,"1Jcia~~,concIit" shall excetld, 12 months.]l 
6 '1[11.11.i1 ·,[AnY nab. employer c~erma)' requi,. a reasonable 
7 ~fJ~'~um participation9f eligible" employees, which 
8 .all~t,exc.ed ,7S96, or re~nable minimum employer 
9 CODtribut~ in detennining wheOier to accept a small'group 

10 pm'I\IIIIt to,. act. The standards 80 establisbedby the carrier 
11 shall be first appmved by the board and shall be applied unifonnly 
12 to allsmall8l'OU(IS, except that inao event sha1l a carrier require 
13 an .,.npi0y8rto contribute more than 10,. to the annual cost of 
14 the1J,Olicy ?I- contract, or an amount u otherwise provided by the 
15 board. and~ minimum participation stllldards established by 
18 ~carri.r"9all be reasonable. In establisbinst!le percentage of 
17 empIoye8prticipation. a one-to-one credit shall be given for 
18 e8chem~covered by a spouse's health benefits coverage. 
19 1[12. a. Rate differentials of anysmill group policies or 
20 c:aatractsdtt!ivered, iBJed for delivery, or continued in this State 
21 1IlB1,,)Ie based oaly on the factors of age,gender, and geography. 
22 No, cerriershaU issue, any policy or'contract in which the rates 
23 ,C:bBr88d 'to;iIny IftJUP exceed four 'times the base premium rate 
24 c:baraed to '~ Jowest~rated small employer group written by the 
25 carrier for alike benefits plan. 
28 ~ ,lDestlablishiq the rating classifications plOvided for by 
27 IIUIJlIection,a. of this section, no carrier shallestat»1ish an excess 
28 of six rat. territories, and no ratilll territory shall be any 
29 IIIliller than ,a county. 
30 c. No rate classifications baed on qe shall provide for rate 
31 cbanaea" within any period which is less then five years. Age 
32 ....... which shall be in five-year increments, shall be 
33 est8bUshedby the commissioner by regulation and shall apply to 
34 all IIIl81l 8rouP pollet.. whether or not Written pursuant to 
35 sections 4 and 5 of this act. 
36 d. The premium rates charged to ,any small employer for 
37 policies or contracts issued before, the effective date of this act 
38 by 8DJ carri~r Ihall. within three years of the effective date of 
39 this act, CQIIfonn to subsection a. of this section. The four to one 
40 ratio establiJlhed by subsection a. of this section shall be applied 
41 separately toeaell type of benefits plan issued by the carrier. 
42 e. Notwithstandins the provisions of subsection d. of this 
43 section to the contrary, the pro~ons of subsection a. of this 
44 section shall be applied separately to policies or contracts: (1) in 
45 the cue of any small employer contracts issued by a hospital 
46 service corporation or medical service corporation, or any 
41 succ8880r corporation which constitute a c1osedblockof business 
48 u of September 1, 1991; or (2) in thecaseofanY~a1l employer 
49 policies isSue~ under an open enrollment plan bY.lU1~other he,alth 
50 iI1sufer which have not been offered for sale as of lanQIIl'Y I, J989. 
51 f. , Any ,premimn charsed for excesscov~t8je" for ,i:JC)UCies 
52 isSued pursuant to sections 4 or 5 of this act shall J)e subject' to 
53 the limitationIJ plOvided for in this section. 
54 ,. Rating classifications estabuahed IJy camBrs for small 
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1 IroUP. po.lid.=.. or contracts shall not operate to produce rates for 
2 lIlY nall pJoyer IroUP which are excessive, inadequate, or 
3 unfairly cUac tory. 
4 h•. The p.rcW.. LiIloDs of this section shall apply to all small 81'OUP 
a business ilsura by lIlY insurer in this State, whether or not 
8 wdttla ~ to ...1Ion 4 or &of tbia ..t.I'
 
7
 1[...1.3. Ilr...... ICltion with the offering for sale of any policy or 
8 contract to small employer, each Small employer carrier shall 
9 make are·· ble di&closure, as a part of its solicitation and 

. I 

10 sal. materi~, of the followiq: 
11 a. The extent to which premimn rates for a specified small 
12 employer are I establisbed or adjusted based upon the actual or 
13 expected vari.tion in claims costs; 
14 b.. Any fac_ol'S applicable to the policy or contract which are 
II attributable to factol'S other than claim experience or duration of 
16 cover&le, since issue, which afflClt chaqes in premium rates; and 
17 c. Provisions relatinl to renewability of policies and 
18 contracts.]l 
19 1[14. a. Every small employer carrier sball maintain at its 
20 principal place of business a complete and detailed description of 
21 its ratina plan and underwritina practices, includinl renewal 
22 underwritina practices. Rat1nl plans sball be based on commonly 
23 accepted actuarial assumptions and shall be in accomance with 
24 sound actuarial principles. This infonation ihall be available to 
25 the commissioner upon request. Except in cases of any violatioD 
28 of this act, the infonnation provided for herein shall be 
27 considered proprietary and trade sec:ret infonnation and shall not 
28 be subjlClt to disclosure by the commissioner to persons outside of 
29 the department except as qreed to by the small employer carrier 
30 or as ordered by a court of competent jurisdiction. 
31 b. Every small employer carrier shall file no later than Much 
32 1 each year followinl the efflCltive date of this act. a 
33 certificationsiped by an actuary and attested by an officer of 
34 the insurer that the carrier is in compliance with the act and that 
35 the ratinl methods of the small employer are actuarially so1Dld. 
38 A copy of· the certification shall be retained by the small 
31 employer carrier at its principal place of business.]l 
38 19. a. (1) Effective January 1. 1997, no small employer health 
39 benefits plan shall be issued in this State unleSs the plan is 
40 community rated. 
41 (2) During the period January 1, 1994 to OlClember 31, 1995, 
42 the premimnrate charged by a carrier to the hishest rated small 
43 group purchasing a small employer health benefits plan shall not 
44 be greater than 300% of the premium rate charged to the lowest 
45 rated small BroUP purchasing that same health benefits plan. 
46 (3) During the period January 1, 1996 to December 31, 1996, 
47 the premimn rate charsed bY a carrier to the hishest rated small 
48 grouppurchasmg a small employer health benefits plan shall not 
49 be greater than 200% of the premium rate charged for the lowest 
50 rated small group purchasing that same health benefits plan, 
51 (4) The commissioner shall study the impact on the health 
52 insurance marketplace of the transition from. the ratins 
53 methodology described in paragraph (3) of this subsection to 
54 community rating. In making this study· the commissioner shall 
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tatives of the health insurance indust 
consumer and blic interest rou and 

with e rtise deemed relevant the 
ommillioner shall re rt his. findin to the 

ature on a da thattheLe ature is in 
July I. 1996. If the. LeJQ8latufe does not 

7 tactiOn witblD60 dB aft r Its el· fof the commissioner's 
8 report•. ' to: em'" act. community Ntins will· become 
9 effectiVe. lautil. 1997. 

',-", ....; .. :', "<- .... '-:", -, ..,j
10 b. No~~t~ any other provision of· law to the contrary. 
11 PUD _til,' or, ,medical covel'8l8 obtlined throush an 
12 out-of4tate. tl'ultcOverinl a sroup of 49 or fewer employees or 
13 puticlpltip! .p8nDa1 who are residents of this State. shall be 
14 ccilDmuaitY,rateanl8rd1ess of the situs of delivery of the policy. 
15 c. NOtWltJlst~.~'anx other proVision of .law to the contrary. 
18 aocarrier'offerilil.y health benefits plan pursuant to the 
17 pmVisiops/of tIUIact sh8Il act to circmnvent the intent of this 
18 act· bYactig .'atbird party administrator for .·,roups of small 
19 emplol!!!s.aDpe of whom w_ insured iIs of September I. 1992; 
20 provided. howeVer. that this provision shall· not· act to limit a 
21 baaafide IIOUPOfslnall employers who voluntarily act to'ether 
22 to provide l_lth~fits to their emploYees. 
23 do NotWitbst8DcIUQI lIllY other provision of law to the contrary, 
24 this act sball8lll!lYtO an ISIIOClatlon or tnJSt of employers. if the 
25 sroup incl. One· or more member employers or other member 
28 8lpUII!! Which··have 49 or fewer emploYees or members exclusive 
27 of spo!-", d!Ji8Ddents. 
28 e. Nothialcont8lned herein sh8Il prohibit the use of premium 
29 rate structUres;t,,· establish different premium rates for 
30 iadividUals _family units. 
31 f. NOlDsurance contract or policY IUbject to this act may be 
32 eatered iDto· 18'I18ss and until the carrier has .made an 
33 info_tm'. filbUr with the commissioner of a schedule of 
34 pr8mi1llll&aot to exceed 12 months in duration, to be paid 
35 IlUl!U8DttorlUdl,:9oPtract or poUCY, of the carrier's rating plan 
38 arid c.-fication '. sYstem in connection with such contract or 
37 policy, .and of the actuarial assumptions and methods used by the 
38 carrier inestablilibiy premium rates for such contract or policy. 
39 •• (1) sttSinniJurlanU!ll'Y I, 199&. a curier desirinl to increase 
40 or deere_premiums for any policy fonn subject to this act may 
41 implement .suchincre_e or decrease upon makins an 
42 infonDationel filin8with the commissioner of IUch increue or 
43 deere_,alons with the actuarial assunlptiOns and methods used 
44 bY the carrier inestjblishing such increase or decrease,· provided 
45 that the anticipated· minimum loss ratio for apollcY· fonn shall 
46 not be 1_ than.151M1' of the premium therefor. Until December 
41 31, 1996, the informational filins shall alio include the carrier's 
48 rating planandcl88sification system in conneetionwith such 
49 increase or decrease;' 
50 (2) Each calendar Year, a carrier shall retum, in the form of 
51 aurelate b8nefits.tor each of the five standard policy fonns 
52 offered bY the carrier pursuant to section 3 of this act, at leut 
53 15% of the aureijte premiums collected·for the pOUey fonn 
54 durin. that cal8nd8r Year. Carriers shallllnnuallY report, no later 

I 
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1 than Aunst 1st of each year. the loss ratio calculated punuant 
2 to this section for each such policy form for the previous 
3 calendar Year. In each case where the 1088 ratio for a policy faila 
4 to substantially complY with the 15% 1088 ratio requirement. the 
5 carrier shall iIIue a dividend or credit gainst future premiums 
6 for all policyholders with that policy form in an amount sufficient 
1 to assure that the agregate benefits paid in the previous 
8 calendar year plus the amount of the dividends and credits shall 
9 equal 75% of the aoregate premiums collected for the policy 

10 form in the previous calendar year. The dividend or credit shall 
11 be issued to each policy which was in effect as of March 30th of 
12 the applicable year and remains in effect as of the date the 
13 dividend or credit is issued. All dividends and credits must be 
14 distributed by December 31 of the year following the calendar 
15 year in which the loss ratio requirements were not satisfied. The 
16 annual report required by this pargraph shall include a carrier's 
17 calculation of the dividends and credits. as well as an explanation 
18 of the carrier's plan to issue dividends or credits. The 
19 instructions and format for calculating and reporting loss ratios ' 
20 and issuing dividends or credits shall be specified by the 
21 commissioner by regulation. Such reBUlations shall include 
22 provisions for the distribution of a dividend or credit in the event 
23 of cancellation or termination by a policyholder. 
24 h. No carrier issuina health benefits plans covering two or 
25 more employees of a small employer shall issue a plan 
26 inconsistent with this act whose term extends beYond December 
27 31.1993. 
28 i. The provisions of this act shall apply to health benefits plans 
29 which are delivered. issued for delivery, renewed or continued on 
30 or after [anuary I t ,1994. The commissioner shall withdraw 
31 approval for the issuance and use of all small employer policy 
32 forms. other than those approved by the board, effective January 
33 1, 1994.1 
34 Ill5.] 10.1 a. No health maintenance organization shall be 
35 required to offer coverage or accept applications pursuant to 
36 l[sections 4 or 5] section 31 of this act to a small employer. if the 
37 small employer is not physically located in the health 
38 maintenance organization's approved service area, to an 
39 employee when the employee does not work or reside within a 
40 service area, or if the health maintenance organization 
41 reasonably anticipates and demonstrates to the satisfaction of 
42 the comio'.issioner that it will not have the capacity in its network 
43 of providers within the service area to deliver service adequately 
44 to the members of such groups because of its obligations to 
45 existing group contract holders and enrollees. 
46 b. No small employer carrier shall be required to offer 
41 coverage or accept applications pursuant to this act for any 
48 period of time in which the commissioner determines that the 
49 requiring of the issuing of policies or contracts pursuant to this 
50 act would place the carrier in a financially impaired position. 
51 lc. A health maintenance oraamlatlon which complies with 
52 the basic health benefits, \D1derwritins and ratly standards 
53 established by the federal govemment pursuant to subchapter XI 
54 of Pub.L.93-222 (42.U.S.C.§300e at leg.), and which also 
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1 provides.the comprehensive health benefit plall coverage required 
2 by secti6n 3 of this act, shall be deemed in compliance with this 
3 act.t 
4 1[t6. The provisions of sections 4 and 5 of this act shall apply 
6 to Basic and Basic Plus health benefits plans subject to this act 
6 which are delivered, issued for delivery, renewed or continued on 
1 or after the effective date of this act;]1 
8 1[11.] 11.1 a, Every policy or contract issued to a small 
9 employer in this State, including, but not limited to, policies or 

to contracts which are subject to this act and which are delivered. 
11 ilsued, renewed. or continued on or after the effective date of 
12 this act, shall offer continued coverqe under the plan to any 
13 employee whose employment was tenninatedfor a reason other 
14 than .for· .cause and to any employee covered by such plan whose 
15 bo1IIlS of employment were reduced to less than 30 subsequent to 
16 tiae~ff8ctive date of coverqe for that employee. The employee 
11 sball make a written election for continued coverage within 
18 30 days .of a qualifying event. For the purposes of this section. 
19 -qua1if,mg event" shall mean the date of tennination of 
20 emplo,ment. or the date on which a reduction in an employee's 
21 bouIs of employment becomes effective. For the purposes of this 
22 seCtion, the date on which a health benefits plan is continued 
23 shall be the anniversary date of the issuance of the plan. 
24 b. Coverage continued pursuant to subsection a. of this section 
25 shall COpsist of coverage which is identical to the coverqe 
28 provided under the policy or contract to similarly situated 
21 beaeficiaries whose coverage has not been tenninated or houn of 
28emplo,ment reduced. If coverage is modified under the policy or 
29 contract for any Il'OUP of simil8rly situated beneficiaries. this 
30 c;ovenge shall also be modified in the same manner for penons 
31 who are qualified beneficiaries entitled pursuant to subsection a, 
32 of this section to continued coverage. Continuation of coverage 
33 niay DOt be conditioned upon, or discriminate on the basis of. lack 
34 of evideDce of insurability. 
35 c, The health benefits plan may require payment of a premimn 
38 by the employee for any period of continuation coverqe as 
37 provided for in this section, except that the premimn shall not 
38 exceed.. 102% of the applicable premimn paid for similarly 
39 situated beneficiaries under the health benefits plan for a 
40 specified period. and may. at the election of the payor. be made 
41 in monthly installments. No premimn payment shall be due 
42 before the 30th day after the day on which the covered employee 
43 made the initial election for continued coverage. 
44 d. Coverqe continued punuant to this section shall continue 
45 until the earlier of the following: 
46 (1) TIle date upon which the employer under whose health 
41 benefits plan coverage is continued ceases to provide any health 
48 benefits plan to any employee or other qualified:beneficiary; 
49 (2) The date on which the continued coverage ceases under the 
60 health benefits plan by reason of a failure to m8ke timely 
51 payment of any premimn required under the. pl~by.the .. fonner 
52. employee having the continued coverage. The paymBRtof any 
63 premium shall be considered to be tirnely if mBdewithiri 30 days 
64 after the due date or within such longer ptitriod as rnay be 
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1 provided for by the policy or contract; or
 
2 (3) The date after the date of election on which the qualified
 
3 beneficiary first becomes:
 
4 (a) Covered under any other health benefits plan, as an
 
Ii employee or otherwiae, which does not contain a provision which
 
8 limits or excludes coverage with respect to any preexisting
 
7 condition of a covered employee or any spouse or dependent who
 
8 is included under the covenge provided the covered employee,
 
9 for such period of the limitation or exclusion; or
 

10 (b) Eligible for benefits under Title XVIII of the Social 
11 Security Act, Pub.L.89-97 (42 U.S.C. 51395 et seq.). 
lZ e. Notice shall be provided to employees at the 
13 commencement of coverage as to their continuation rights under 
14 the plan. A qualified beneficiary may elect continuation 
16 coverage offered punuant to this section DO later than 30 days 
18 after the qualifying event. For the puIpOIeS of this section, 
17 "qualified beneficiary" means any person covered under a small 
18 employer group policy. 
19 f. 1be provisions of this section shall not apply to any person 
20 who is a qualified beneficiary for the purposes of continuation of 
21 coverage as provided in accordance with section 3011(a) of Title 
22 mof Pub.LlDO-847 (28 U.S.C. §4980B et al.). 
23 g. In no event shall any continuation of coverage provided for 
24 under this section exceed 12 months from the qualifyiq event. 
25 1[l8.] 12.1 There is created a DODprofit entity to be known 88 

28 the New Jersey small Employer Health Excess Insurance 
21 Program. All curien issuing health benefits plan policies and 
28 contncts in this State l[and any MEWA providing health 
29 benefits]l shall be membem of this program. The program &ball 
30 be administered by the board of directors established pursuant to 
31 section 1[l9J 131 of this act. 
32 1[19.J 13.1 -a. Within 80 days of the effective elate of this act, 
33 the ~mmissioner &ball &ive notice to all membem of the time 
34 and place for the initial orsanizational meeting, which shall take 
35 place within 90 elays of the effective elate. The memben &ball 
38 select the initial board, subject to the approval of the 
37 commissioner. The board &ball consist of 11 persons. including 
38 the Commissioner of Health end the commissioner or their 
39 designees. both of whom shall sit ex officio. Initially, three of 
40 the public membem of the board shall be elected for a three year 
41 tenn, three shall be elected for a two year tenn, and three shall 
42 be elected for a one year tenn. Thereafter, all board memben 
43 shall be elected for a tenn of three years. The following 
44 categories shall be represented among the public membem: 
45 (1) Two carriers· whose principal health insurance business is in , 
48 the small employer market; 
47 (2) One carrier whose principal health insurance business is in 
48 the large employer market; 
49 (3) A health. hospital or medical service corporation; 
50 (4) A health maintenance organization; 
51 (5) A risk-assuming carrier; 
52 (6) A reinsuring carrier utilizing the excess coverage provided 
53 for in this act; and 
54 (7) Two persons representing small employers. 
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1 No carrier shall have more than one representative on the 
2 board. 
S b. , It the initial board is not elected at the organizational 
4 meetm,. the commissioner shlill appoint the pubUc members 
5 within 15dflJl qf the organizational meeting, in accordance with 
B th',pl'OViIions of paragraphs (1) througti(1) of subsection a. of 
7 this section. 
e l c.1b.b08rd· shall cletennine the Statewide average papent 
9 perm'or'each beD.fit plan provided for WIder this act. 

10 lacllc~!r ,who satisfies the efficiencY and, risk '~anagement 
11 Ituda.l!Jjlm!l!1lllrated bx the board JZursuantto Subsection f. of 
12 _tioa1Sof'this actllld whose avergecost of insuring 
13 individuals, cOvei'ed by' small employer' health benefits plans 
14 eXce8datbeStatewide averase coSt of insuring such individuals 
15 bx2m.,ShlUb8reimburs!d by the Pl'OBr8Dl for 80% of its costs 
18 in 8XC8I&tb8reaf. 
17 d.AB nleetinas of the board sbaU be subject to the 
18 reguirementsof the "Open Public MeetinlSAct," P.L.1915. c.231 
19 fC.I0:4-6 at seq.). 
20 e. "tleaSt two copies of the minutes of every'meeting of the 
21 boardSluUlbe deUvered forthwith to the commissioner.1 

22 1(20. 'a.) 14,1 Within 90 daJs after the election of the initial 
23bo8rd.' the 'boald shall submit to the commissioner' a plan of 
24 operation ,which shall estabUsh the administration of the program 
25 PJl'8UlDtto, the,provisions of this act. The plan of operation and 
28 aay~tamendmentsthereto aball be submitted to the 
27 ~'~ shall, after notice and hearing. approve the 
28 plan if be ruldlfthat it is reasonable IIld equitable and sufficiently 
29 carri. (MIttbep1'OVisioDs of this act. The plan of operation shall 
30 become effective after the commissioner' has applOVed it in 
31 writing•• ,1he plan or any subsequent amendments thereto shall be 
32 deemed appmved if not expressly disapproved by the 
33 comndI&icmer in writing within 90 days of receipt by the 
34 commil!akmer. 
36 lib. if the board fails to submit a suitable plan of operation 
38 within' 90 da,. after its appointment. the. commissioner shall. 
31 after notice8nCl hearing. adopt 8DCl promulsate a temporary plan 
38 of operation. lbe commissioner shall amend or rescind any such 
39 plan promulgated bJ him upon the submission and approval of a 
40 plan submitted by the board PUl'SUaDt to subsection a. of this 
41 section.]l 
42 1[21.]1&.1 The plan of operation shall lconstitute a public 
43 ,record aDd shall1 include, but not be Umited to. the following: 
44 a. A method of handlina and accounting for assets and moneys 
45 of the prosram and an annual fiscal reporting to the 
48 commissioner; 
47 b. A, means of providin, for the fillinaof vacancies on the 
48 board. subject to the approval of the commissionerj 
49 c. A· means of selecttns anadtninistering carrier~ , and .a 
60 statement of the powers and duties of the adnl1nisterinB carrier 
51 and the compensation of the adtniniaterins", carrier. I md,', a 
52 statement of the efficiency standardS III adnUnisterinj calorier 
53 must meet1 i 

64 d. The metJlOd to be used 1(for setulin, exc.~anceunder' 
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, .. 
1 thepl'OVisions! of this act] to detemine the extent. to. which a
 
2 c~,~' ~!!~ent per .~. for each_efit.. PM!lgrovid8d for
 
3 urader,~;·~t,. excetM18 .~~.~t8!.ew,tdeaverale'~YIIlent per
 
4 inIIIr8cIfor'~#.efttplaDpro~d~fC)runde~~.'act
1; 
5 'e';'J1l~m~~l[to lJ8. Used .for~~;p~~~riate excess
 
6 inIu~~~nnniU1118 to becharaed to cirriers electina to reiDsure
 
1 rilksillacc;Q~lUlCe with tbi& act] fordete~the extent to
 
8 Wb1c:1l.a.·•.. c~~r whole. averye .• COlt .•. 01 .~ .individuals
 
9 ~~1Jy~a1l employer l1ealthbenefits pl8nsexceeds the
 

10 tI1r88bDlddesCribed in subsectiOD c.of_thm 13 of this act may
 
11 nc8i"'\~entfmmth8 prom1 ;
 
12 f. 1f11a1.meihod to 118 _to makeup any sbortfallwllich may
 
13 occur"'tIle·~t of risks beiDa ~d under tbeJlrovisions of
 
14 this~tl~statem..t of the· efftc18JJCY .. and risk< JDanagement 
15 . st8Dd8J:!J8 'a"cUrier must meet before a. carrier' max receive 
16 reimbUrisemerit'from theprolrami and1 

17 1.J(Ap.reforestablisbiDlthe health benefits plans for 
18 Which8xe8SSeOveraae is to be provided; . 
19 h.]I~ additional matters which are appropriate to 
20 effectuatethtl',rovisiOas of this act. . 
21 1..[22.]16.1 n.e l[boardshall hav.e the genenl powers and'.' ,~--<>, . 
22 aUtJM)rity al'8l!.ed under the laws of New .Jersey to insurance 
23 COIIIlHIlieswritin8 health insurancepursuent to Title 178 of the 
24 New .Je,rse,Statutes, to bealthlllamtenanceol'lanizatioDl 
25 ~ed or .cplaUfied to tl'8ll88Ct business in this State. and to 
28 health.~ce.;C01'JlDraticms.medical. "service c0l'POratioDl. and 
27 balpit~~rn~e col'POrations. but in.DO cue sbaIl .the proaram 
28 estabU~;iuDcier this act write any policy or contract of 
29 ~·.db.!ftly. In addition to the afo~entioned powers. 
30 the]I.~ lIb8JJ have the authority to: 
31 LErlter.into contracts 88 are necessary or proper to carry out 
32 the p~8ndpuI'p)S8S oftbis act; 
33 be SUed or be sued, including taldq any leaal acticml 88 may 
34 be necessary for recovery of any assessments due to the proaram 
35 or to avoid payiJ18 any improper claims; 
38 c. ·lu-. .excess insurance policies or other documents 
37 evidencJns such cove1'8le; 
38 d.]lr.stabllsh rules, conditions, and procedurespertaiDiDI to 
39 the l[reiDsut'aJH:e] reimbursement and assessment1 of l[members' 
40 risksJ members1 by tbe program; 
41 l[e. Establish appropriate rates, rate schedules, rate 
42 adjustments, rate cl8&8ifications, and sucIl other actuarial 
43 fWlctiOns which may be appropriate to the operation of the 
44 program, for providing excess coverqe; 
45 f.J d. l Assess members in accordance with the provisions of 
46 tlUsact, .inc1udina such interim assessments as m~ be re~ble 
47 and necessary for oraanizational and interirriop8rat~ expenses_ 
48 Such interim ~essments shall lJe credited. aaotfsetJ.aaainst Ill)' 
49 reaular assessments due following the close of the fiscal year; 

landl .50 
51 1(g.) e.1 Appoint from amoDl.its ~embers.•pp~p,riate leael. 
52 actuarial, and other committees as nec8s&ary tOProvi~etecbnica1 
63 assistance in· the operation of theproar~, policy 8Dd other 
54 contract desisn. and any other fWlctiOn withlnthe'authority of 
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1 theprosrarn 1(; and
 
2 h.Borrow money to effect the purposes of the program. Any
 
3 notes·or other evidence of indebtedness of the program not in
 
4 default shall be lesal investments for carriers and may becamed
 
a 81 admitted 8888ts]l.
 
6 1[23.] 11.1 Subject to the approval of the commissioner, the
 
1 board sbaJf1[establish the form and level of coverages] fonnulate
 
8 the five health benefits plans1 to be made· available by small
 
8 emplOprcarriers in accordance With the provisions of this
 

10 act 1,and 8hau. promulgate five standard forms pursuant tberetol 

11 • The bo8id may establish benefits levels, deductibles and 
12 copayments, exclusions, and limitations for the I(Basic and Basic 
13 Plus health care plan, consistent with sections 4 and 5 of this 
14 act. The boaId shall also determine what components of a small 
1& mnployer's health benefits plan may be reinsured] sucb health 
16 bea8fits plans in accordance with the law1• 
17 Onehea1th care plan shall be established whicb contains 
18 benefits and cost sharinI levels which are consistent with tbe 
18 beslc method of operation and the. benefits plans of bealtb 
20 maintenance organizations, including any restrictions pursuant to 
21 subchapter XI of Pub.L.83-222 .(42 U.S.C. §300 et seq.). The 
22 board shall submit the plans so. established to the commissioner 
23 for his approval no later then 80 days after the election of the 
24 board pursuant to section 1[18] 131 of this act. The commissioner 
25 shall. approve the plan if he finds it to be consistent with tbe 
26 provisions of l(seclions 4 and 5J section 31 of this act. Any plans 
27 submitted to the commissioner by the board shall be deemed 
28 appmved if not expressly disapproved in writing within 60 days of 
29 its receipt by the c:ommissioner. SUCh plans may contain. but 
30 shall not be limited to, the foUowing provisions: 
31 a. Utilization review of health care services. including review 
32 of medical necessity of hospital and physician services; 
33 b. Manqed care systems, including large case manasement; 
34 c. ProVision for selective contracting with hospitals, 
35 pbysici8ll8, and other health care providers; 
36 d. RellODBble benefits differentials which are applicable to 
31 participating and nonparticipating providers; 
38 e. Notwithstanding tbe provisions of section 6 of this act to 
39 the contrary, the board may, from time to time, adjust 
40 coinsurance and deductibles; l(and]l 
41 f. Such other provisions which may be quantifiably established 
42 to be cost containment devices Ii 
43 8.· The department shall publish annually a list of the premiums 
44 charged for each of the five standard small employer health 
45 benefits plans and for any rider packye by all carriers writing 
48 suchplani. The department shall also publish the toll free 
41 telephone number of each such carrierl . 
48 1[24. After the commissioner's approval of the health benefits 
49 plan suidelines fonnulated by thebDard pursuant to section 23 of 
50 this act, a small employer carrier shall file its policy or contract 
51 forms with the commissioner and shall certify to the ·,·· 
52 commissioner, in a fo~ required by the commisSioner, that the 
53 plans tUed by the carrier are in compliaiu:e with the suidelines ft,I
54 established by the board. The certification shall 6e signed by the 
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1 clUef e~ecutive officer of the carrier. Upon .... fWnI the
 
a cert1ficatioQ. with the conunlllioner, ·the·carrier may 'use the
 
3 certift..clpl8118untillUChtlme, after nOtlceand"helllinl, 88 the
 
4 conuntIsi.eridiUpprovll theircOIltiDuedUSti.]l
 
5 1~&.1 18.1 .Eyer, IIIlI1l employer carrier lIbal1.e~t to be
 
8 either .. ~-:8Iaunina carrier or a reiDIuriD& carri.,r and shall
 
7 file DOticeof,.~ election with the board. Carrien electing to
 
8 be arlSk-8I8UIIlfn8 carrier shall do 10 only with the approval of
 
9 theccmilni-oner. Application for rISk-888U11llng status shall be
 

10 fibId .' with th8.. commiss1oner ona form approVed by the 
11 ~r,1ad shall be deemed approved if it is DOt 
12 diIIpprOved iIIwrltinl within 90 days of the cornmiasioner'. 
13 I8C8iptof the8pplicatioD. In 'detemUnina whether to approve an 
14 appIU:ation 'by.' a small employer carrier to become a 
15 dIIk-......ma carrier, the commissioner shall coasider the 
18 carrier's financial cond1tion, its history of IIIIUIDing lad 
17 IIl8II8Iina risk. and its experience in manqina small poup 
18 business. .Thec:ommissioner,naay aJIo8eek. comments. from the 
19 hoard prior to '. rendering a .~~ •~ tile application. Ally 
20 carrier 'which .has made.' aPPUc:atiOJl.for a .. rISk...888UIIling .status 
21 which has beendisapprovediJ)'theco.mmissioner shall be granted 
22 a hearinI Ylithin.80 days of the c:I1sappmVal. 
23 1(26.]19.1 & Any member Wbtcbelects to be a reiIIsuriDB 
24 carrierm., 1("faiD 8XC8IIiDsunncefrom the pmgram on any 
25 new smallmnPlOYer Il'OUP policy or ~traCt issued punuant to 
28 sections 40r5 ~f this act, on any small employerlfOUP' or any 
27 individua1bene~~iary for any amount payable for eJisible claims 
28 in nc.. of $7,500 per covered beneficiary per year' In such 
29 C818, the program shall provide the excess coverage subject to 
30 tbe payment by the reinsuring carrier of an appropriate 
31 reinlurance premiwn. Coverage may be reinsured within 80 days 
32 of the c:onunencement of the employer'. coverage with the small 
33 employer carrier. With respect to elisible employees lad their 
34 dependents who are hired subsequent to the commencement of 
3S the employer's coverage and who are not late enmllees to the 
38 plan, cover. may be reinsured within 80 days of the 
37 commencement of their cover..e under the plan. Exces 
38 coverale may be tenninated with respect to any employee or 
39 dependent on. any plan 8DDiversary] receive reimbunement in 

i40 accordance with the standards developeCtbYthe board pursuant to I 

41 sublectionscL,e.and f. ofseetion 15 of this act1. i 
42 b. Election" to l(purcbase excess coverase tbmush tbe J 

• I43 ProlramJ .b8come a reinsurinB carrier1 shall' be binding for a f 
44 five-yeM period, except that the initial election sball be made i 
46 within 30 days of the submission to the commissioner of the plan ( I 
46 of operation provided for in section 1[20] 141 of this act, and ,!

41 shall be effective for two years. 
48 1[21.] 20.1 Every member wbichelects to be arelnsur1Dg 
49 carrier sballapply its casemanagenumt and claime liandllng 
50 techniques,. including, but. not limited, to, . utili#at~r8Vi~, 
51 individual case management, prefe~ providerpioVisions .and 
62 other methods of operation, in thesamij maer With f:eap8ct to 
53 llboth reinsured and non-reinsuredJa111t,t busin_. 
54 1[28. a. Premium rates charged by the prolram for entire 
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t 8ftMIlI8. shill not exceed 1.& times tbe rate est~blished by tbe I 
Z baud lor .1imI~ aroups for whicb exc8ll~ver.., bas not been i 

3 ~. In cqinpUtinl the premium. the board·silall establish a I4 rat, '.-n which. the premium sball becomputedwbicb is not less ,
5 than the avenae, rate for Uke risks for the small groUp market as !
8 ••1e. I 
7 b. P1'8Inium ,ates cbarled by tbe pro,rBm for indiYiduals &ball I8 IIDtexceed &.0 times the rate established by the PJ:'OIrBm for 
9 similar pel'SOlllfor which eXC88& cover81ebas not been purchased. I 

I10 c. Premium rates cbarled for excess insurance bytbe proaram I 
11 to a health maintenance organization that is approved by the f 
12 lJDited States.secretary of Health and Human Services as a l 
13 lederally. qualified healtIJ maintenance organization pursuant to 1 

14 IUbcNp*er XI 01 Pub.L93-222 (42 U.S.C. '300e et seq.), and as 
1& such is subject forequirements that .limft tbe arnountof risk that . 

r18 mar he ceded to the proaram, sball be reduced to renect the 
17 portionoftbe risk 10 ceded. 
18 d. ~1D l'ates charaed for excess insurance &ball not be 
19 c:baried .directly back to the group or individual for whom the 
20 excessin,lUrance.is beina obtained.]l 
21 1(29.]21.1 .. FoUowinI tbe close of l[eacb fiscal year of the 
22 administ8l'iq carrier. the administerfDg carrier shall detennine 
23 the netpremi1Dll8, the administrative expenses of .the prosram 
24 8Dd the iDcui'red losses. if any, for the year. takina into account 

l
 ,I
 
,
 

i 

25 investmellt· income and other appropriate Sains and losses. }
28 HellltJabenefit&"plan premilDJJB and benefits paid by a member 
27 that are less than an &momt detennined by the board to justify 
28 the cost of, collection shall not be considered for purposes of 
29 deterndDiDs assessments. For the pul'P)Ses of tbis section. "net 
30 premiums" means health benefits plan premiums. less 
31 administrative expense allowances, and health benefits plan 
32 premiums eamed by MEWAs sball be established by addins tbe 
33 paid IaIIes and administrative expenses of such associations] the it

•34 caJendar year endiDg December 31. the administering carrier 
35 shaD detennine'the total amomt owed by the PI'ORraJD in that 1
 

38 caleadaryearto<all carriers qualifyirur for reimbursement by the 
31 pro@'8l!!. Such amount shall be known as the net loss of the 

'.,' '1
38 pmpam '. 
39 b. ,Any net loss for the year sbaI1 be recouped by assessments 
40 of members. Assessments shall first be apportioned by the board 
41 IUIlODI all reinsurins carrier members in proportion to their 
42 respective shares of the plan premiums eamed in this State from 
43 health benefits plans covering small employers durins the 
44 calendar year coincidins with or endins during the fiscal year of 
45 the program, or on any other equitable basis refiectins, coverage 
46 of small employers as may be provided in the plan of operation. 
41 In makins this detennination, the board may base the assessments 
48 upon annual reports and other data filed by the member small 
49 employer carrier. 
50 c. If the net loss is not recouped before ass88lments totaling 
51 4% of. the aaresate premiums from policies or contracts 
&2 covering small employers have been collected from reinsurins 
53 smallBlllp1oyercarrien. additional assessments not to exceed 1% 
54 of the assresate premiums from all health benefits pbUcies or 

J, 
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1 contraqtl shall be apportioned by the board amons all members, 
2 iDcludiq riIk-aaumtns camers; in proportion to their respective 
3 shareI· of the total health benefitl plaDprerluUIDI eamed in this 
4 State f1'om all health benefits pl8118 cJ.UriDa theprecedins calendar 
& year. A carrier shall receive a credit against this 8SI8IIIII8Ilt to 
8 the extent the carrier can demonstrate that its 818U1Dption of 
7 bIP;;,nIk small employer poups which are not reinsured is 
8 proportionate to its market share of small employer health 
9 benefits pl8118, as such IlOops· and·market shares are defined by 

10 the.bOald in the pIen of operation. A carrier shall not be lI88essed 
11 .for all· individual non-IIOUP contracts or policies issued on a 
12 paranteed issue basis or on any c:overqe issued by the carrier 
13 purSuant to the Medicaid plOlrem, P.L.I988, c.413 (C.3D:4D-l 
14 et seq.). 
15 d.lf 8S888SII1ents exceed actual losses and admiDistrative 
18 expens8s of the PlOgrem, the excess shall be held at interest and 
17 used by the board to offset future losses or to reduce PlOgraJD 
18 pr8miums. As used in this subsection, "future losses" includes 
19 reserves for incurred but not reported claims. 
20 e. Provision may be established in the plan of operation for the 
21 imposition of an interest penalty for late payment of 8III8BIlent&. 
22 1[30~] 22.1 A member may seek 110m the conunislioner a 
23 defenoent in whole or in part flOm any assessment levied by the 
24 . boal'd. The conuniI&ioner may grant the defenoent if. "in his 
25 opinion, the payment of the ......emt would" endanger the 
26 abiUty·of the member to fulfill its contractual oblilations. In the 
27 event an assessment qainst a member is deferred in whole or in 
28 part, the amo1Dlt by which the assessment is deferred may be 
29 asse&&ed qainst the other members in a mllUler consistent with 
30 the basis for assessment set forth in this act. The member 
31 receiviq a defenoent shall remain liable to the program for the 
32 amo1D1t deferred and shall be prohibited from reinsuring any 
33 individuals or IroUPS in the prolram if it fails to pay assessments. 
34 1[31.] 23.1 A small employer carrier which elects to cease 
35 participatins as a reiDsuring carrier and elects to become a 
36 risk-assuming carrier shall be prohibited flOm l[reinsurinl or 
37 continuing to reinsure any small employer health benefits plan] 
38 receiving reimbursement from the plOgraml pursuant to this act. 
39 Any reinsuring carrier electing to become a risk-assurningcarrier 
40 shall pay a prorated assessment l[based upon business issued IS a 
41 reinsuring carrier for any portion of the year that the business 
42 was reinsured]l. 
43 1[32. a. The board may establish a subcommittee to monitor 
44 the market conduct of risk-assuming carriers and reinsurins 
45 carriers to assure that the provisions of this act are being carried 
48 out. The subcommittee shall, from time to time, recommend for 
47 the approval by the commissioner market conduct requirements 
48 for carriers and. agents. The subcommittee shall also, in 
49 conj1Dlction with the department, publish a list of all small 
50 employer carriers, IS well as a list of toll free telephone nmnbers 
51 which are easily accessible by small employers. In the event· that 
52 the board believes that any carrier is violatina any provision of 
53 this act or is conducting itself improperly in the markelinlor 
54 sale of its small lroupbusiness, whether issued pursuant to this 
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I act or otherw1&e. it shall report this to the commillioner, who 
2 shall conduct an investi.ation of that carrier, Includin., but not 
3 limited to. an audit of the carrier's records. 

-
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4 b.] 24.1 The board shall I[also]t establish guidelines to ensure 
S that small employer carrieN are allumina their share of hiah risk 
8 small employer 11'OUPS in proportion to their market share of 
'I sman employer health benefits plan businell. In the event that 
8 any carrier does not allume its rellOnable share of the high risk 
8 market, the board may adjust the lIIellment fonnull, with the 

10 Ipproval of the commillioner, to require a proportionally higher 
11 lIHIIIftent for the carrier. 
12 1(33.) lLt Any carrier which violates this act shall be subject 
13 to I penalty l118111Dent. as detennined by the commissioner, 
14 whether or not the carrier is a rilk-8IIumin. carrier or a 
1& relnlurin& carrier. 
18 1(34.] JL1 The excill insurance pro.ram established pursuant 
1'1 to this act shan be exempt from l(any taxes levied by the State, 
18' includlnsJl premium taxes. 
18 1(3&. No clrrier writin. small employer sroup insurance 
20 business pursuant to this act shall insure any small sroup under a 
at policy or contract of insurance provided for in sections 4 or 5 of 
22 this act. which small ,roup is insured by any carrier as of the 
23 .ffective date· of the act or during the calendar year immediately 
24 precediDl.]1 
2& 1(38. No later than one year following the effective date of 
28 this act and at least annually thereafter for the subsequent four 
21 years, the board shall conduct a review of the small group 
28 insurance market to examine the effectiveness of the insurance 
29 provided for in this act in terms of its acceptance among small 
30 employers and the adequacy of the benefits provided for. The 
31 review ahall detennine whether an additional product or products 
32 should be made available under the pro.ram provided for by this 
33 act. includins major medical coverage. In addition. the board 
34 shaD analyze the effect of the four to one premium ratio 
35 established pursuant to section 12 of this act to detennine 
36 whether the relationship of the high-to-low rates established 
31 pursuant to that ratio are inequitably distriiJ,.ted throughout the 
38 small ,roup market. and whether the ratio so established can be 
38 further reduced without ne,ative economic effect on any group. 
40 1he board shall report to the Cuvemor and the Legislature 
41 after each review required by this section, and include lIJ1y 
42 recommendations it may have with respect to the modification or 
43 auplentation of the program.]t 
44 1[31.] 21.1 A carrier which violates lIJ1y provision of ~his act 
46 shall be liable to a penalty of not lell than $2,000 and not greater 
46 than $5.000 for each violation. The penalty shan be collected by 
41 the commissioner in the name of the State in a summary 
48 proceeding in accordllJ1ce with "the penalty enforcement law," 
48 N.J.S.2A:58-1 et seq•. 
50 1[38.)!!:,1 No lIIBurnent provided for under this act shall 1(, 
51 under any circumstances, be an obligation of the State) be 
52 charled, directly or indirectly, to policyholders or the· pUb~ 
53 provided that a carri,r may charle such lIJ1 usellment to 
54 poliCYholders to the extent that the charlins of the 818eument 11 
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Requir8 certain 1D8uren. service corporations and HMOs to offer 
17 StllDdeidbed health insunnce plaDs to small poups; establithes a 
18 reInlIurance pl'Olf8IIl. 
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SENATEt No. 371 

SfATE OF NEW JERSEY 

INTRODUCED FEBRUARY 13, 1992 

By Senators BASSANO and CARDINALE 

J AN ACT requiring certain health iDsurers, service collJOratioDs
 
2 and health maintenance organizations to offer basic health
 
3 benefits plOgrama to certain employers and establiahing a
 
4 reinsurance program.
 
5
 
6 BE IT ENACTED by the SellGte and General .4aem6ly 0/ the
 
7 State 0/ New Jer"y:
 
8 1. As used in this act: 
9 "Actuarial certification" means a written statement by a 

10 member of the American Academy of Actuaries or other 
11 individual acceptable to the commissioner that a small employer 
12 carrier is in compliance with the provisions of section 3 of this 
13 act, based upon examination. including a review of the 
14 appropriate records and actuarial assumptions and methods used 
15 by the small employer carrier in establishin. premium rates for 
16 applicable health benefits plans. 
11 "Base premiwn rate" means the lowest premium rate charged 
18 by the small employer carrier for the same or similar coverage. 
19 which coverage is equivalent in value to • health benefits plan 
20 covering a small employer with similar case cbaracteri&tic:a. 11Ie 
21 tenn "base premium rate" refers to rates for any health benefit, 
22 plan covering one or more employees of a small employer. 
23 "Basic health benefits plan" means a health banefits plan for 
24 small employers which provides benefits pursuant to parqraph (2) 
25 of subsection e. of section 3 and which is approved by the 
26 commissioner in accordance with the requirements of section 8 of 
21 this act. 
28 "Board" means the board of directors of the program. 
29 "Carrier" means any insurance company, health service 
30 corporation, hospital service collJOration, medical service 
31 corporation, or health maintenance ol'lanization authorized to 
32 ialiue health benefits plllDS in this State. For purposes of this act, 
33 carriers that are .ffiliated companies shall be treated u one 
34 carrier, except that any insurance company, health service 
35 corporation, hospital service corporation, or medical service 
36 corporation that is an affiliate of a health maintllllllOOe 
37 organization located in New Jersey or any health maintenance 
38 organization located in New Jersey that is affiliated with an 
39 insurance company, health service corporation, hospital service 
40 corporation, or medical service corporation sbal1 treat the health 
41 maintenance organization u a separate carrier. 
42 "Cue characteristics' means demographic or other objective 
43 characteristics of a small employer, u detennined by a small 
44 employer carrier, which are conaidered by the small employer 
45 carrier in the detennination of premium rates for the • 
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1 emall employer. For the purposes of this act, claim experience,
 
2 health status, or duration or coverage since issue are not case
 
3 characteristics.
 
4 "Commissioner" means the Commissioner of Insurance.
 
5 "Department" means the Department of Insurance.
 
6 "Dependent" means the spouse or child of an eligible employee,
 
'I subject to applicable tenns of the health benefits plan covering
 
8 the employee.
 
9 "Eligible employee" means a full-time employee who works a
 

10 nonnal work week of 30 or more hours. The tenn includes a sole • 
11 proprietor, a partner of a partnership, or an indepeDdent ...., 
12 contractor, if the sole proprietor, partner, or independent 
13 contractor is included u an employee under a health benefits 
14 plan of a small employer, but do81 not include emp!oyee& who 
1& work less than 30 hours a week or work on a temporary or 
16 substitute buis. 
17 "Financially impaired" me8DS a carrier which, after the 
18 effective date of this act, is mt iD&olvent, but is deemed by the 
19 commissioner to be potentially unable to fulf"ill its contractual 
20 obligations or a carrier which is placed UDder an order of 
21 rehabilitation or conservation by a court of competent 
22 jurisdiction. 
23 "Health banefits plan" melllll any boIpital 8IId medical expense 
24 incurred policy; health, boIpital, 01 medical service c:orporatian 
25 contract; health maintenance orpnizatiaa IUblcriber contract; or 
28 plans proVided by MEWAs offered by an employer IlIbject to 
27 section 2 of thia act. For (IUrpoIll8 of this act, "health benefits 
28 plan" excludes the following P..... poUci-. or contracts: 
29 accident only, credit, disabiUty, 1onI-tenn care, coverqe for 
30 Medicare services pursuant to a contract with the United States 
31 aovemment, Medicare supplement, dental only or visioD only 
32 iSSUed as a supplement to liabiUty iDluraDce, c:overap ariIiaI out 
33 of a workers' compensation or similar law, automobile medical 
34 payment insurance, or insurance under whlch benefits are payable 
35 with or without regard to fault and which is atatutorily required 
38 to be contaiDed in any liability iDsurance policy or equivalent 
37 self-insurance. 
38 "Late enrollee" melllll an eJisible employee or dependent who 
39 requests enrollment in a health benefits plan of a amall employer 
40 following the initial minimum 3D-day enrollment period provided 
41 under the tenn8 of the health benefits plen. An eliaible employee 
42 or dependent shall not be c:emsidered a late enrollee if the 
43 Individual wes covered under another employer's health benefits 
44 plan at the time he was eligible to enroll and stated at the time 
46 of the initial enrollment that coverage \lllder that other 
48 employer'S health benefita plan was the reeson for declinina 
4'1 enrollment; hes lost coverBBe under that other employer's health 
48 benefits plan as a result of tennination of employment, the 
49 tenninalion of the other plan's coverage, death of a spouse, or 
50 divorce; and the individual requests enrollment within 90 days 
61 after tennination of coverage provided under another employer' • 
62 health benefits· plan; or if the individual is employed by an 
63 employer under a MEWA which offers multiple health benefits 
54 plans, and the individual elects a different plan during an open 
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1 enrollment period; or if a court of competent jurildiction has 
2 ordered coverage to be provided for a spouse or minor child under 
3 a covered employee's health benefits plan and request for 
4 enrollment is made within 30 days after issuance of that court 
5 order. 
6 "MEWA" means any multiple employer welfare arrangement as 
7 defmed in section 3 of the federal Employee Retirement and 
8 Income Security Act of 1974, Pub.L.93-408 (39 li.S.C. 11002). 
9 except for any such arrangement which is fully insured within the 

10 meaning of that act. 
11 "Midpoint rate" means, for small employers with simi1ar case 
12 characteristics as determined by the applicable small employer 
13 carrier for a rating period, the arithmetic average of the 
14 applicable base premium rate and the corresponding bighest 
15 premium rate. 
18 "Plan of operation" means the plan of operation of the pl'Olram 
17 including articles, bylaws and operating rules, adopted by the 
18 board pursuant to section 8 of this act. 
19 "Preexisting condition provision" means a policy or COIItract 
20 provision that excludes coverage UDder that policy or COIItraet for 
21 charges or expenses incurred during a specified period folJowiDg 
22 the insured'5 effective date of coverap, for a coadition that, 
23 during a specified period immediately precediDI the effective 
24 date of coverage, had manifested itself in such a I118D118r as would 
25 cause an ordinarily pftldent person to ..It medical advice. 
26 diqnosis, care or treatment, or for which medical advice. 
27 diqaosis, care Dr treatment was recommended or received as to 
28 that condition or as to prepallCY existing on the effective date 
29 of coverage. 
30 "Program" means the New Jersey small Employer Health 
31 Reinsurance Program established pursuant to section 8 of this act. 
32 "Small employer" means any pel'llOll, film, corporation, 
33 partnership, or association actively eJIIaged in busin_ which, on 
34 at least 50 percent of its working days duriDg the preceding 
35 calendar year quarter, employed no more thin 25 eUsible 
36 employees, the majority of whom are employed within the State 
37 of New Jersey. In determining the number of eUsible employees, 
38 companies which are affiliated COmpanillll shall be considered one 
39 employer. subsequent to the issuance of a health benefits plan to 
40 a small employer pursuant to the provisions of this act, and for 
41 the purpose of determining eligibility, the size of a small 
42 employer shall be determined annually. Except as otherwise 
43 specifically provided, provisions of this act which apply to a small 
44 employer shall continue to apply wtil the anniversary date next 
45 of the heaith benefits plen following the date the employer no 
46 longer meets the definition of a small employer. 
47 "Section 6 carrier" means a small employer carrier electing to 
48 comply with the requirements set forth in section 6 of tbis act. 
49 "Section 7 carrier" means a small employer carrier electing to 
50 comply with the requirements set forth in section 7 of this act. 
51 "Small employer carrier" means eny carrier or MEWA that 
52 offers heaith benefits plans covering eligible employellll of one or 
63 more small employers. 
54 "Small employer health benefits plan" means a health benefits 
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1 plan for 8l11all employers. approved by the colllllli8ltoner pursuant 
2 to subsection b. of section 8 of this act. 
3 2. a. Any individual or group health benefits plm that 
4 provides health care benefUs covering one or more employe- of 
Ii a small employer &ball be subject to the provisions of this act if 
6 an)' one of thefoUowtns conditions exist: 
7 (1) any portion of the premimnor benefits is paid by a small 
8 employer or an)' covered individual is reimbursed, whether 
8 throuah wap adjlmtlnents or otherwise. by a small employer for 

10 an)' portion of the premimn; or 
11 (2) the health benefits plen is treated by the emplo)'8r or any 
12 of the covered individuals 81 part of a plan or program for the 
13 purposes of lection 106 or 182 of the Intemal Revenue Code of 
14 1888. 
1& b. 'lbe provisions of N.,.S.17B:28-1. section 27 of P.L.I885. 
18 c.238 (C.17:4BE-27) and section 3 of P.L.1973, c.331 (C.28:2'-3). 
17 shall not appl)' to individual health insurance policies, COIltrBGts 
18 or health mainteDlllce organization enrollment subject to the 
19 proviaions of this act. 
20 c. Except u expresslJ provided for iD this act, 110 law 
21 requirina the cover.,. of a health care service or benefit IIDd 110 

22 law requiring the reimbursement, utilization or consideratioa of a 
23 specific category of Iicenied health care prBGtitioDer &bill applJ 
24 to any basic health benefits plmoffered or delivered to a small 
2& employer. 
28 3. a. (1) Within 80 clays. after the c:ommi&&iaDer's approval of 
27 thebe&ic health benefits plens lIIId small emploJer health benefits 
28 plms, pursuant to IUblectioll b.. of section 8 of this act, every 
29 small employer carrier shall, Is a condition of transectinl 
30 bu&iness in this State with small employers, offer to &mall 
31 employers at least two health benefits plana. ODe plan to be 
32 offered by each small employer carrier lIIIaJ1 be a bIIic health 
33 beDefits plm, and one pIeD shall be a·"tmall emplopr health 
34 beaefits plan. Eve" small empioJer wblcb elects to be covered 
3& under either 0Il8 of these pl8na end .,reea to mUe the required 
38 premium PQlJIentl end to satisfy the other prcmaioDs of the 
37 elected plaD shall be is&ued&1lCb a plen by the &mall employer 
38 camero The premimn payment requirements utilized in 
S9 connection with basic and amallemplo)'er health benefits pl8na 
40 may address the potential credit risk of small emplorers which 
41 elect coverqe in accord8nce with this subHction by IIUl8IIlI of 
42 payment security provisions whim are reuonably related to the 
43 risk and are unifonnly applied. 
44 (2) A basic health benefits plan shall provide: 
46 (a) Blllic hospital expelll8 covel'llle for a period of 21 days in a 
48 benefit year for each covered pel'lOll for expeD888 incurred for 
47 medically necesaaiy tieatment and services rendered as a result 
48 of injury or alckn.... inclumn,: 
49 (i) Daily hospital room and board, including aar.ural Il1IJ:&lni 
50 care and special diets; 
61 (ii) Mi&cellaneoUl hospital services. iDcludina expenses 
62 incurred for mara" made by the hospital for services and 
53 supplies which are customarily rendered by the ho&p1tal and 
54 provided for UI8 only during any period of conflnllllUlllt; 
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1 (iii) Hospital out-patient services consisting of hospital 
2 services on the day surgery Is perfonnedi hospital services ; 

3 rendered within 72 hoWl after accidental inlury; end x-ray IIIId- !,
4 laboratory tuts to the extent that benefits for such services
 
II would have been provided if rendered to an inpatient of the
 
6 hospital;
 
7 (b) Basic medical-SUrgical expense coverage for each covered
 
8 person for expenses incurred for the medically neceusary services
 
9 for treatment of injury or sicmeu 'or the fonowing:
 

10 (i) Surgical services;
 
11 (ii) Anesthesia services consisting of administration of i
 

l12 necessary general anesthesia and related procedures in 
13 connection with covered ~rgical services rendered by a physician 1 
14 other than the physician perfonning the surgical services; 
15 (iii) In-hospital services rendered to a person who Is confIned I 
16 to a hospital for treatment of injury or sickness other than that 
17 for which surgical care is required; 
18 (c) Matemity benefits. including cost of delivery and pre-natal I19 care; J • 

20 (d) OUt-of-hospital physical examinations. includinl related I 
21 x-rays, immunizations and diqnostic tests, on the following basis: I22 (i) For covered minors of less than two yean of age or older. 
23 up to six examinations during the fint two yean of life; for !, 
24 covered minors of two yean of age or older. one examination at I 
25 age 3. 6. 9, 12. 15 and 18 years; !,I 
26 (Ii) For covered adults of less than 40 years of age. one 
21 examination every five yCll1'Si for covered adults 40 yean of age 
28 or older but less than 60 yean of age, one examination every 
29 three yean; and for covered adults 80 yean of age or older. one 
30 examination every two years. 
31 Notwithstanding the provisions of this section to the contrary. , 
32 a small employer carrier may provide benefits or services ! 

33 alternate to those required by this subsection if they are I.34 approved by the commissioner and are within the Intent of this 
35 act or if the board, subject to the approval of tbe commissioner. I

; 
38 changes the benefits included in the basic health benefits plan. 
37 (3) (a) No person who Is eligible for coverage under Medicare 
38 pursuant to Pub. L. 89-91 (42 U.S.C. 11395 et seq.) sball be a 
39 covered person under a contract required to be offered pursuant 
40 to this section. 
41 (b) A small employer carrier shall not sell a contract required 
42 to be offered pursuant to paragraph (2) of subsection a. of this 
43 section to a group which was covered by a health benefits plan 
44 any time dul'in8 the 12-month period immediately preceding the 
45 effective date of coverage. 
46 (4) (a) Plana required to be offered pursuant to paragraph (2) 
47 of subsection a. of this section may contain or provide tor 
48 coinsurance or deductiblea. or both, except that no deductible 
49 shall bc payable in excess of a tolal of $250 by an individual or 
50 family unit during any benefit yeari no coinsurance shall be 
51 payable in excess of a total of $500 by an Individual or family 
52 unit dUring any benefit year; and neither coinsurance nor 
53 deductibles shall apply to matemity benefits or physical 
54 examinations covered pursuant to subparegraph (0) or (d) of 
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1 paragraph (2) of this subsection a. 
2 (b) Managed care systems may be utilb:ed for coverages 
3 required to be offered pursuant to this section, subject to the 
4 review and approval of the commissioner. 
5 (6) Subject to the approval of the commissioner, any health 
8 maintenance organization which is a qualified health maintenance 
7 organization pursuant to subchapter Xl of Pub.L. 93-222 (42 
8 U.S.C. §300e et seq.) shall be permitted to alter the basic health 
9 benefits plan coverage to the extent it is necessary to comply 

10 with the provisions of subchapter Xl of Pub.L. 93-222 (42 U.S.C. 
11 §3OOe et seq.). 
12 b. Health benefits plans covering small employers shall be 
13 subject to the following provisions: 
14 (1) Except as provided in paragraph (4) of this subsection, a 
1& preexisting condition provision shall not exclude coverage for an 
16 eligible employee or dependent for a period beyond 180 days 
17 following the effective date of coverage of an eligible employee 
18 and may only relate to conditions manifesting themselves during 
19 the six months immediately preceeding the effective date of 
20 coverage in such a manner as would cause an ordinarily prudent 
21 person to seek medical advice, diagnosis, care or treatment or for 
22 which medical advice, diqnosis, care, or treatment was 
23 recommended or received during the six months immediately 
24 preceding the effective date of coverage, or as to a pregnancy 
25 existing on the effective date of coverqe. 
28 (2) In detennining whether a preexisting condition provision 
27 applies to an eligible employee or dependent, all health benefits 
28 plans shall credit the time that person was covered under a 
29 previous employer based health benefits plan if the previous 
30 coverage was continuous to a date not more than 90 days prior to 
31 the effective date of the new coverage, exclusive of any 
32 applicable waiting period under such plan. 
33 (3) Any health benefits plID subject to this act shall be 
34 renewable with respect to all eligible employees or dependents at 
35 the' option of the policyholder, contract bolder or employer 
36 except under the following circumstances: 
37 (a) nonpayment of the required premiums by the policyholder, 
38 contract holder, or employer; 
39 (b) fraud or misrepresentation of the policyholder, contract 
40 holder or employer or, with respect to coverqe of eligible 
41 employees or dependents, the enrollees or their representatives; 
42 (c) the number of employees covered under the health benefits 
43 plan is less than the munber or percentage of employees required 
44 by participation requiremants under the health benefits plan: 
4& (d) noncompliance with the carrier' s employee contribution 
46 requirement; or 
47 (e) the small employer carrier ceasas doing business in the 
48 small employer market. if the following conditions are satisfied: 
49 (i) a notice of the decision to cease doing business in the small 
SO employer market is provided to the commissioner and· either the 
51 policyholder, contract holder, or employer; . 
52 (li) the health benefits plans subject to this act shall not be 
53 canceled for six months after the date of the required notice, and 
54 for that small employer business of a small employer carrier 
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1 which remains in force, the smell employer carrier that ceases to 
2 write new business in the smell employer market shall continue to 
3 be governed by this act with respect to business conducted WIder 
4 this act; and 
5 (iii) a small employer carrier that ceases to do business in the 
6 small employer market in this State after the IJ8SIillle of this act 
1 shall be prohibited from writing new business in the small 
8 employer market for a period of five years from the date of 
9 notice to the commissioner. 

10 In the case of a health maiDtenance organization that ceases 
11 doing business in the small employer mlUket in one service area 
12 of the State, the rules set forth in this subsection sball apply to 
13 the health maintenance organization's operations in that service 
14 area. 
15 (4) In providing coverage to late enrollees, small employer 
16 carriers may exclude a late enrollee for 18 months, 
11 notwithstanding paragraphs (1) and (2) of this subsection, or 
18 provide coverage subject to an 18-month preexisting condition 
19 exclusion, provided that if both a period of exclusion from 
20 coverage as a late enrollee and a preexisting CODdition exclusion 
21 are applicable to a late enrollee, the combined period sball not 
22 exceed 18 months. Except in the case of a late enrollee. the 
23 health benefits plan shall provide coverage to all eligible 
24 employees and dependents who the small employer has indicated 
25 to the small employer carrier are to be covered and may not 
26 exclude any eligible employee or dependent who would otherwise 
21 be covered under the health benefits plan on the basis of an 
28 actual or expected health condition of that person. 
29 (5) In cases in which a small employer carrier requires a 
30 specified minimum participation of eUlibie employees, or a 
31 minimum employer contribution, in detenninin, whether to 
32 accept a small employer 1JOup, the same participation 
33 requirement or minimmn employer contribution requirement shall 
34 be applied uniformly among all small employer groups with the 
35 same number of eligible employees applying for coverqe or 
36 receiving coverage from the small employer carrier and a small 
31 employer carrier shall only vary application of minimmn 
38 participation or minimum employer contribution requirements by 
39 the size of the small employer group. 
40 (6) (a) With respect to any bealth benefits plan of a small 
41 employer carrier newly issued after the effec:tive date of tbis 
42 act, the premium rates cIJarred or offered for a rating period for 
43 the same or similar coverage, whicb is equivalent in value to a 
44 health benefits plan covering any small employer with similar 
45 case characteristics as determined by the small employer carrier, 
46 shall not vary from the applicable midpoint rate by more than 
47 12.5% of the average midpoint rate of health benefits plans 
48 issued on or after the effective date of this act. 
49 (b) No increase in premium rates for a new ratinl period of 
50 any health benefits plan issued or renewed to a small employer, 
51 adjusted on a pro rata basis for rating periods of more or less 
52 than one year, may exceed the sum of any percentage chanle in 
53 the base premimn rate measured from the first day of the prior 
54 rating period to the first day of the new rating period plus 15'111, 
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1 ad)uated on a pro rata basis for ratiD, periods ,reater or lesser 
2 than one year,· of the base premium rate for such new rating 

- 3 
4 

period lIJlcl any adjuatment clue to chanae in covereae of the small 
elllployer or to chaD,e in csse characterl8tics II detennined by 

6 tbe small employer carrier. 
8 (c) In any csse where a small employer carrier utilizes industry 
7 u a cue characterl8tic in .tabli8hing premium rates, the rate 
8 factor lI8IDciated with any indUIItry elusifieation aball DOt vary 
9 from the arithmetic average of the rate facton associated with 

10 all industry classifications "by more than 15,. of that avera,e. 
11 (eI) Any adjustment in rates charaed by a small employer 
12 carrier electing to be a section 7 carrier caused by reinsurance is 
13 subject to the ratlna limitations set forth in this section. 
14 (7) In connection with the offeriJla for sale of any health 
16 benefits plan to a small employer, each small employer carrier 
18 shall make a reuonable disclosure, as a part of its &OUeitation 
17 and sal.. materials, of the following: 
18 (a) the extent to which premimn rates for a specified small 
19 employer are estabUshed or adjusted based upon the actual or 
20 expected variation in claims costs or actual or expected variation 
21 in health condition of the employees and dependents of the small 
22 employer; 
23 (b) the pl'OvisioDs concemlng the small employer carrier's 
24 right to cbanae premium rates lIJlcl the factors, other than claim 
25 experience, health status. or duration of cover.,e, since issue, 
26 which affect chanaes in premimn rat_: lIJlcl 
27 (c) provisions relating to renewabiUty of pollei. 8Ild contracts. 
28 (8) (a) Each small employer carrier shall maintain at its 
29 principal place of business a complete and detailed description of 
30 its ratiDs practices and renewal 1IIlderwriting practices. including 
31 infonn.lion and documentation which demonatrate that its rating 
32 methods and practie. are based upon commonly accepted 
33 actuarial assumptions and are in accordance with sound actuarial 
34 principles. 
36 (b) Each small employer carrier shall file each March 1 with 
38 the commissioner an actuarial certification that the carrier Is in 
37 compHance with this act and that the rating metbods of the small 
38 employer carrier are actuarially sowuI. A copy of such 
39 certification shall be retained by the small employer carrier at 
40 its principal place of buainllllli. 
41 (el) A small employer carrier shall make the wannation and 
42 documentation described in subparagraph (a) of this paragraph 
43 available to the commissioner upon request. Except in cases of 
44 violaticmll of this act, the infonnation shall be considered 
45 proprietary and trade secret infonnation and shall not be subject 
48 to diac:loaure by the commissioner to persons outside of the 
47 department except u .,reed to by the small employer carrier or 
48 8S Ordlll'tld by 8 court of competent jurisdiction. 
49 c. (1) No health maintenence orglinization, operating as either 
50 a section 6 carrier or section 7 carrier, shall be required to offer 
51 coverage or accept applications pursuant to subsection a. of this 
62 section to a small employer, if the small employer Is not 
63 pbJ8ically located in the bealth maintenance organization' s 
54 approved service area, or to an employee when the employee does 
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1 not work or reside within a service area, or if the health 
2 maintenance organization reasonably anticipates and 
3 demonstrates to the satisfaction of the commiSsioner that it wiD 
4 not have the capacity in its network of providers within the 
5 service area to deliver service adequately to the members of such 
6 groups because of its obligations to existinJ group contract 
7 holders and enrollees. 
8 (2) A health maintenance organization that refnes to offer 
9 coverage pursuant to paragraph (1) of this subsection may not 

10 offer coverase in the applicable service area to new employer 
11 groups with more than 25 eligible employees or small employer 
1Z groups until the later of 180 days following each such refusal or 
13 the date on which the carrier DOtifies the commissioner that it 
14 has regained capacity to deliver services to small employer 
16 groups in the applicable service area. 
16 d. A small employer carrier shaD not be required to offer 
17 coverage or accept applications pursuant to subsection a. of this 
18 section where the commissioner rands that the acceptance of an 
19 application or applications would place the small employer 
20 carrier in a financially impaired condition. If. upon the 
21 determination of the commissioner that the acceptance of 
22 applications pul5Uaat to subsection a. of this section would not 
23 place this small employer carrier in a financially impaired 
24 condition, the small employer carrier shall offer such coverage. 
25 e. The provisions of parqrapbs (1), (3), (5), (8). (1). and (8) of 
26 subsection b. shall apply to health benefits plans delivered, issued 
21 for delivery, renewed, or continued on or after tbe effective date 
28 of this act. The provisions of subsections a., c. and d.. and 
29 paragraphs (2) and (4) of subsection b. of this section shaD apply 
30 to all health benefits plans delivered, issued for delivery. renewed 
31 or continued in this State on or after the date the PlOIfIIIIl 
32 becomes operational. as desipated by the commissioner. For 
33 purposes of this subsection, the date a health benefits plan is 
34 continued &hall be the anniversary date of tbe issuance of the 
35 bealth benefits plan. 
36 4. a. Every health benefits plan delivered, issued, renewed. or 
37 continued on or after the effective date of this act shaD offer 
38 continued coverage uncIar the plan to any employee whose 
39 employment was terminated for a reason other tban IlO&lI 
40 misconduct or to any employee whose bours of emploJlllBllt were 
41 reduced to less than 30. The employee shall make a written 
42 election for continued coverage within 30 days of a qualifying 
43 event. For purposes of this section, "qualifyiq event" means the 
44 date of termination of employment, or the date on which an 
45 employee's hours of employment are reduced to less than 30. 
46 For purposes of this section. the date on which a health benefita 
47 plan is continued &hall be the anniversary date of the issuance of 
48 the plan. 
49 b. The continued coveralle shall consiltt of ooverqe which Ja 
50 identical to the coverage pL'Ovided under the health benefita plen 
51 to similarly situated beneficiaries whose GOVeragebaa not been 

• .. (11• .,
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52 terminated. If coverage is modified under the bealth benefits 
53 plan for any group of similarly situated beneficiaries. this 
54 cover.,. &hall also be modified in the same manner for all 
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1 indiViduals who are qualified beneficiaries under this aection for 
2 continued coverage. Coverage may not be conditioned upon, or 
3 dilcriminate on the basis of, lack of evidence of insurability. 
4 c. The health benefits plan may require payment of a premium 
5 by the employee for any period of continuation COverage, except 
6 that the premimn shall not exceed 102 percent of the applic"Jle 
7 premimn paid for similarly aituated beneficiaries under the health 
8 benefits plan for a specified period, and may. at the election of 
9 the payor, be made in monthly installments. No premium 

10 payment shall be due before the 30th day after the day on which 
11 the covered employee made the initial election for continued 
12 coverage. 
13 d. Continued coverage PUl'SU8l1t to this section &ball continue 
14 untU the earlier of the foUowing: 
15 (1) The date on which the employer under whose health 
16 benefits plan coverage is continued ceases to provide any health 
17 benefits plan to any employee or other qualified benefiCiary; 
18 (2) The date on which the continued coverage ceases under the 
19 health benefits plan by reason of a failure to make timely 
20 payment of any prernium required under the plan with respect to 
21 the qualified. beneficiary. The payment of any premium shall be 
22 conaidered to be timely if made within 30 dap after the due date 
23 or within such longer period as applies to or under the health 
24 benefits plan; or 
25 (3) The date after the date of election OIl which the qualified 
26 beneficiary first becomes: 
27 (i) covered under any other health benefits plan. as an 
28 employee or otherwise. which does not contaln a provision which 
29 limits or excludes COV8rase with respect to any preexisting 
30 condition of a covered employee or any spouse or dependent wbo 
31 is included under the coverage pl'Ovided the covered emploJee; or 
32 (Ii) eligible for benefits under title xvm of the -Social Sec:urity 
33 Act, Pub.L. 89-97 (42 U.S.C. 81395 et seq;t. 
34 e. (1) Plan adminiatrat01'8 lIha1l provide written notice of 
35 bealth benefit" continuation cover..e rlahts to employees at the 
38 commencement of coverase under the plan. A qualified 
37 beneficiary mey elect continuation coverage no later than 30 
38 days after the qualifying event. For lJU1'lIOII8li of thilI aectlon, 
39 "qualified beneficiary" means any penon covered under 8 group 
40 policy. 
41 (2) The proviaions of this sectiCRI shall not apply to any person 
42 who is a qUalifie~ beneficiary for the purplIII88 of continuation of 
43 c:overqe as provided in accordance with section 3011(a) of Title 
44 UI of Pub.L. 100-847 (28 U.S.C. 149808 etal). 
45 (3) In no event shall the continuation of coveraali provided 
46 pursuant to this section exceed 12 months from the qualifying 
47 event. 

I ;~ 46 5. a. Each small employer carrier shall elect to become either 
\>' 

49 a section 6 carrier and comply with the feqmrements senorth in 
50 section 6 of this act, or become a secti~ 7 carrier IIid Comply 
61 with the requirements set forth In section 7 of this .act. nae

•	 52 election ahail be effectlve for periods of five yelll'll, eXcept that 
&3 the initial election shall be made within 30 days of the eftective 
64 date of this act and ahall be made for a tWO-YBIll' period. The 
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1 commissioner may permit a carrier to modify ita election dlll'inJ 
2 the five-year period for good cause. 
3 b. A small employer carrier which elects to cease 
4 participating as a section 7 carrier and elects to become a 
5 section 6 carrier. shall be prohibited from reinsuring or 
8 continuing to reinsure any small employer health beDefits plana 
7 pursuant to sections 7 and 8 of this act as 8OOJ1 as the carrier 
8 becomes a section 6 carrier. However, a sectio.l 7 carrier 
9 electing to become a section e carrier shall pay a prorated 

10 assessment based upon business issued as a section 7 carrier for 
11 any portion of the year that the business was reinsured. A smaD 
12 employer carrier which elects to cease participating as a section 
13 6 carrier and elects to become a section 7 carrier shaD be 
14 permitted to reinsure small employer health benefits plana under 
15 the terDlli set forth in section 8 of this act. 
16 c. In connection with the elections made in accordance with 
17 subsections a. and b. of this section, the board shall estabUsh a 
16 committee known as the Small Group Carriers Elections 
19 Evaluation Committee. which shaD be charged with assurinI that 
20 the requirements of this act to provide health benefits plaa1& for 
21 small employers without regard to thehaalth status of employees 
22 IIId dependents of small employers are satisfied, aud thet small 
23 employer carriers are lIllIlIIIIling a share of h1&h risk lIIIUI1l 
24 employer groups that is proportionate to their market &bare of 
25 small employer health benefits plan buIiDess, resanllllu of 
26 whether the carriers elect to become section 8 carriers or section 
27 7 carriers. Membership on the Small Group Carriers Elections 
28 Evaluation Committee shall be approved by the commissioner, 
29 who shall assure that section 8 carriers and section 7 carriers are 
30 fairly represented. In carrying out its reapoIIIlibilities, the 
31 committee may require small employer carriers to fUe reports or 
32 otherwise provide iRfonnation to the committee which it feels 
33 may be necessary to carry out ita respcmaibUities under this 
34 section including, but not limited to. 1'8ports as to the number of 
35 basic aud smell employer health benefits plana issued or covered 
38 during designated periom in total and categorized by the number 
37 of employees. and the case characteristics and claim experience 
38 of the smaD employers covered IUIdef health benefits plans md 
39 may request that the commisaioner establisb an audit team to 
40 examine whether small employer carriers are complying with the 
41 provisions of this act. Annually. by Jlme 30 of each year, the 
42 committee shall make routings and recommendations for action, 
43 if any, in accordance with its cbarrle pursuant to this subsection, 
44 with l'lISp8Ct to each prior calendar year in wbich elections under 
45 subsection a. of this section are in effect. The findinp and 
46 recommendations for action by the committee, together with any 
47 recommendations of the board. shaD be fUed by the board with 
48 the commissioner within 30 days of receipt of the findinp and 
49 recommendations from the committee. The findinp ami 
50 recommendations for action shall be subject to approval by the 
51 commissioner who may, upon request of any affected section 8 
52 carrier or section 7 carrier, caD a bearing with respect to the 
53 action. 
54 d. Any section 6 carrier that baa violated any provision of this 
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1 act shall immediately cease being a section 8 carrier and shall
 
2 become a section 7 carrier and shall be required to make a
 
3 retroactive assessment pursuant to section 8 of this act. Any
 
4 section 7 carrier found in violation of this act &ball be assessed a
 
6 penalty. as determined by the commissioner.·
 
6 6. a. Any smaU employer carrier may become a section 6
 
7 carrier if the small employer carrier notifies the board in writing
 
8 and obtains approval from the commissioner to become a section
 
9 6 carrier. following a hearing.
 

10 b. In determining whether to approve a request for election to 
11 become a section 6 carrier. the commissioner shall cOllSider the 
12 market share of the small employer carrier seeking approval to 
13 become a section 6 carrier. the surplus of that small employer 
14 carrier. the ability of the small employer carrier to offer and 
15 maintain open enrollment. the commitment of the small employer 
16 carrier to market to all small employers in the State or ita entire 
17 service area. as applicable. and the small employer carrier's 
18 ability to completely essume the risk of acceptiDI all small 
19 employer groups that apply for coverage pursuant to section 3. 
20 7. Small employer carriers electing to become section 1 
21 carriers shall comply with the requirements set forth in section 3 
22 and shall be permitted to reinsure health benefita plaDs sold to 
23 small employers in the manner set forth in section 8. 
24 8. a. (1) There is created a nonprofit entity to be known as 
25 the New Jersey Small Employer Health Reinsurance Program. 
28 AU carriers issuing health benefits plaDs in this State and MEWAs 
27 providing health benefits plans in this State on or after the 
28 effective date of this act shall be members of the progrun. 
29 (2) Within 60 days of the effective date of this act. the 
30 commissioner shall give notice to all members of the time and 
31 place for the initial orslUlizatlonal meetina. which shall take 
32 place within 120 days of the effective date. 1be members lIhall o33 elect the initial board. subject to approval by the c:ommissioner. 
34 The board shall consist of at least five and not more than 11 
36 representatives who sball serve staggered terms as detennined by 
38 the program's plan of operation. To the extent possible. at least 
31 two thirds of the memhers of the board shall be small employer 
38 carriers. At least one member of the board shall be. to the 
39 extent there is such a carrier licensed in the State that is wiWnI 
40 to have a representative serve on the board. 8 representative 
41 from each of the following entities: 
42 (a) two carriers whose principal health insurance business is in 
43 the small employer market; 
44 (b) a carrier whose principal health insurance business is in 
45 other than the small employer market; 
46 (c) a health. hospital or medical service corporation; 
47 (d) a health maintenance organization; 
48 (e) a section 6 carrier; 
49 (f) a section 7 carrier; 
50 (I) a representative of small employers: 
51 (h) the commissioner or his designee; 

• 52 (i) the Commissioner of Health or his designee; and 
53 0) the Commissioner of Labor or his designee. 
64 No one carrier or MEWA. including its affiliated companies, 
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1 shall hold a majority of the seats on the board. In approving the 
2 selection of the board, the commissioner shall assure that all 
3 members of the program are fairly represented. 
4 (3) If the initial board is not elected at the organizational 
S meeting, the commissioner shall appoint the initial board within 
6 15 days of the organizational meeting. 
1 (4) Within 180 days after the election or appointment of the 
8 initial board, the board shall submit to the commissior.er a plan of 
9 operation and thereafter any amendments to the plan necessary 

10 or suitable to assure the fair, reasonable, and equitable 
11 administration of the prosram. The commissioner shall, after 
12 notice and hearing, approve the plan of operation, provided the 
13 commissioner determines it to be suitable to assure the fair, 
14 reasonable, and equitable administration of the plOgraJD, and 
15 provides for the sharins of program gains or losses on an 
16 equitable and plOportionate basis in accordance with the 
17 provisions of subsection f. of this section. The plan of operation 
18 or amendments thereto sball become effective upon approval in 
19 writing by the commissioner, con&istent with the date on which 
20 the coverage under this section shall be made avllilable. Any plan 
21 of operation or amendments thereto submitted to the 
22 commissioner by the board pursuant to this subsection shall be 
23 deemed approved by the commissioner if not expressly 
24 disapproved in writing by the commissioner within 90 days of its 
25 receipt by the commissioner. 
28 (6) If the board fails to submit a suitable plan of operation 
27 within 180 days after its appointment, the commia&ioner &ball, 
28 after notice and helll'in&, adopt end pramullate a temporary plan 
29 of operation. The commisaioner shall amend or rescind any plan 
30 adopted by him under this parqraph, at the time a plan of 
31 operation is submitted by the boanlaad approved bJ him. 
32 (6) The plan of operation shall establish procedures fOf, among 
33 other things: 
34 (a) handling and accountinl of assets and moneys of the 
35 program, and for BD lIJII1Ual fiscal reportm, to the commissioner: 
38 (b) settm, tenns of office and filliDg vacancia DB the board, 
37 subject to the approval of the commiasioDer; 
38 (c) selecting an administering carrier IDIl settins forth the 
39 powers and duties of the administering carrier: 
40 (d) reinsuring risks in accordance with the provisioos of this 
41 act: 
42 (e) collecting BlSes&ments flOm all members to provide for 
43 claims reinsured by the program and for admiDistrative expenses 
44 incurred or estimated to be incurred durinl the period fot' wbic:h 
46 the BlS8SSffieRt is made; and 
46 (f) any additional matters at the discretion of the board. 
47 (7) The program shall have the Beneral powers IDIl authority 
48 granted WIder the laws of New Jersey to inlurance compania IDIl 
49 health maintenance organizations liclllll8d or certified· to 
50 transact business, except the power to issue health beDefUsplaDs 
51 directly to aither groups or indi'lo1duals, and, in addition,tbe 
52 prolram shall have the IIp&Gific authority to: 
53 (a) enter into contracts· as are necessary or proper to carry out 
54 the provisions and PUI'p0888 of this act, iDcludiDltheauthority, 
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1 with the approval of the commilllioner. to enter into contracts 
2 with similar programs of other states for the joint performance 
3 of common functions or with persons or other organizations for 
4 the performance of administrative functions; 
& (b) sue or be sued, including taking any lei. actions necessary 
6 or proper for recovery of any assessments for. on behalf of. or 
7 against the prolram or any board members: 
8 (c) take any lelal action necessary to avoid the payment of 
9 improper claims alainst the prolram; 

10 (d) define the array of bllSic and small employer health 
11 benefits plans for which reinsurance will be provided, aDd to issue 
12 reinsurance policies. in accordance with the requirements of this 
13 act: 
14 (e) establish rules. conditions, and procedures pertaininl to the 
15 reinsurance of members' risks by the prolrami 
16 (f) establish appropriate rates. rate schedules. rate 
17 adjustments. rate clessifications. and any other actuarial 
18 functions appropriate to the operation of the prosram in 
19 accordance with this act: 
20 (s) assess members in accordance with the provisions of 
21 subsection f. of this section. ancI to make advance interim 
22 assessments. as may be reasonable and necessary for 
23 organizational and interim operating expenses. Any interim 
24 assessments shall be credited as offsets against any regular 
2& assessments due followinl the close of the rlSCal year; 
28 (h) appoint from among members appropriate legal. actuarial. 
27 and other committees as necessary to provide technical and other 
28 assistance in the operation of the prolram, pollcy and other 
29 contract design. and any other function within the authority of 
30 the prolram; and 
31 (i) borrow money to effect the purposes of the program. Any 
32 notes or other evidence of indebtedness of the program IIOt in 
33 default shall be lelal investments for carriers end may be carried 
34 as admitted assets. 
3S b. (1) SUbject to approval by the commissioner. the board shall 
38 establish the form and level of coverages to be made available by 
37 small employer carriers in accordance with the provisions of 
38 section 3 of this act. The board shall llStabUsh benefit levels, 
39 cost sharing. exclusions and limitations for the basic health 
40 benefits plans and the small employer health benefits plans. The 
41 fonDS and levels of coverage established by the board shall define 
42 which components of a small employer health benefits plan may 
43 be reinsured. The coverage provided under a basic health 
44 benefits plan shall not exceed 80lMl of the actuarial value provided 
4& under a small employer health benefits pllI'I. One basic health 
48 benefits plan Md one small employer health benefits plan shall 
47 contain benefit and cost sharing levels which are consistent with 
48 the basic method of operation and the benefit plans of health 
49 maintenance organizations. includinl any' restrictions imposed on 
SO federally qualified health maintenance orgll'li2ations pursuant to 

• ,~ 

51 
&2 
53 

subchapter XI of Pub.L. 93-222 (42 U.S.C. §30De 8t seq.). The 
board shall submit the plans to the commissioner for his approval 
within 180 days after the election or appointment of the board 

64 pursuant to para8raph (2) of aubsacUon a. of thla section. Any 
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1 plans submitted to the commissioner by the baud shall be 
2 deemed approved by the commissioner if not expressly 
3 disapproved within 90 days of receipt by the commi&81oner. 
4 Th_ plans may include COIIt containment measures such a, but 
6 not limited to: utilization review of health care aervices, 
6 including review of medical necessity of hospital and physician 
7 services; case management benefit altematives; selective 
6 contracting with hospitals, physicians, and 0th81 baalth care 
9 providel'll; reasonable benefit differentials applicable to 

10 participating and nonparticipatml providelS; ancl other 1IllIIIllged 
11 care provisions. 
12 (2) After the commissioner's approval of basic health benefits 
13 plans and small employer health benefits plans submitted by the 
14 board pursuant to paragraph (1) of this subsection, ancl in lieu of 
15 any contrlll')' procedure established by law, any small employer 
16 carrier may certify to the commissioner in the fonn ancl manner 
17 the commissioner prescribes, that the basic health benefits pl8ll& 
18 and the small employer health benefits plans fiJad by the carrier 
19 are in substantial compliIDCe with the provisions in the 
20 corresponding board approved p18ll&. Upon receipt by the 
21 commissioner of the certification, the carrier may use the 
22 certified plans until the commissioner, after notice and hearinI, 
23 disapproves their continued use. 
24 c. Any member which electa to he a 18Ction ., carrier may 
25 reinsure with the prolf8l1l coverage of an eJiIible employee of a 
26 small employer, or any dependent of such an emploree, Subject to 
27 all of the following: 
28 (1) In any cue in which the cover... of lIllY eUJible employee 
29 of a small employer or any dependent of such employee is 
30 reinsured or in any cue in which a member reiDsures an the 
31 eligible employees and depeudents of the small employer, with 
32 respect to a basic health beDefits plan or a smal1 employer health 
33 benefits plan, the pIOlram Ilbal1 reinsure the level of covereae 
34 provided; and with respect to other plans, the prDlf8I1l Iha1l 
3& reinsure the level of coverqe provided in a blsic or small 
36 employer health benefUs plan, up to, but IIOt exceedina. the level 
37 of coverqe provided under either a baaic; or a .an eDlployer 
38 health benefita plan. 
39 (2) With respect to eligible employees, and their dependents, 
40 who are employed by the small employer a of the date the 
41 employer' s coverage by the member commences and who enroll 
42 in a manner in which they are not c:cmsiclered to be late enrollees 
43 to the plan, cover..e may be reinsured: 
44 (a) within eo days of the commenceDlent of the employer's 
45 coverage with the small employer carrier: or 
46 (b) thereafter on any third plan IlIIIIivel'llUY of the small 
47 employer's cover..e havinl been issued or delivered. 
48 (3) With respect to eligible employees and their dependents 
49 who are hired subsequent to the commencement of the 
50 employer's coverage by the member and who are DOt late 
61 enrollees to the plen, coverage may be reinsured: 
52 (a) within eo days of the commencement of their coverage 
63 under the plan; or 
64 (b) thereafter, on any third year plan anniv8l'l1UY of the small 
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1 employer' 8 coverase having been iBaued or delivered. 
2 (4) With respect to eligible employees and their dependents, 
3 when a small employer carrier reinsures the entire employer 
4 group, coverqe may be reinlured within 80 clays of the 
5 commencement of the group's coverase under the plan; or 
6 commencing one year following the effective date of this act. 
, once the small employer I s coverage has been in effect with the 
8 small employer carrier for a period of three consecutive years; or 
9 theresfter on any third year plan anniversary of the small 

10 employer's coverage having been issued or delivered. 
11 d. Except as provided in subsection e. of this section. premium 
12 rates charged by the program for coverage reinsured by the 
13 program &ha1l be established as follows: 
14 (1) 1.5 times the rate established by the program for that 
15 classification or group with similar case characteristics and 
18 coverage. with respect to the eligible employeu IIIId their 
17 dependents of a sniall employer. all of wbose coverase is 
18 reinsured with the program. 
19 (2) 5.0 times the rate established by the program for that 
20 classification or group with Iimilar case characteristics and 
21 coverase. with respect to an eligible emplo,ee, or his dependents. 
22 e. Premium rates charged for reinsurance by the program to a 
23 .81th maintenance organization that is approved by the United 
24 States Secretary of Health and Human services as a federally 
25 qualified health maintenance organization pursuant to subc:bapter 
26 XI of Pub.L. 93-222 (42 U.S.C. 13008. et seq.). and as such is 
27 subject to requirements that limit the amount of risk that may be 
28 ceded to the program, shall be reduced to reneet the portion of 
29 the risk that may be ceded to the program. 
30 f. (1) Following the close of each fiscal year of the 
31 administering carrier. the administerinl carrier sball detennine 
32 the net premiums, the administrative elC(l8llS8& of the pl'Olram, 
33 and the incurred losses. if any, for the year, taking into ac:count D 
34 investment income and other appropriate laina &lid Ioases. 
3& Health benefits plan premiums and benefits paid by a member 
38 that are less than an amount detennined by the board to' justify 
37 the cost of collection sha1I not be considered for purposes of 
38 detennininl assessments. For purposes of this seGtion, "net 
39 premiums" means health benefits plan premiums, leas 
40 administrative expense ll1lowlIDGe&, and health benefits plan 
41 premiums eamed by MEWAB shall be established by adding paid 
42 health losses and administrative expeuses of the MEWA. 
43 (2) Any net loss for the year shall be recouped by ~ents 

44 of members. • 
45 (a) Assessments sha1I first be apportioned by the board amolll 
48 all section '1 carrier members in pl'Oportion to their respective 
41 shares of the total health benefits plan premiums eamed in tbis 
48 State flOm health benefits pl8118 coverinJ small empJoyem during 
49 Ihe calendar year coinciding with or ending durin& the fisCal year 
&0 of the proaram, or on any other equitable basis renecting 
&1 coverale of small employers as may be provided In the plan of 
52 operation. 
53 (b) If the net loss is not recouped before U&8IlIIIDents totaling 
54 4% of the premiums from health benefits plans covering small 
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1 employe1'll have been collected from section 1 carriers, lIdditlonal I 

2 8&lI88IIments shall be apportioned by tha board amona all membe1'll \ 
3 in proPortion to their resPective shares of the total health I 

-	 i
I

4 benefits plan premiums eamed in this State from all health 
5 benefits plens during the calendar year,provided that any section 
8 8 carrier shall receive, a credit a,ainst this assessment to the 
7 extent tha carrier can demonstrate its assumption of high risk I
8 small employer groups. Any section 8 carrier that demonstrates 
9 it has ~ed a share of hip risk small employer lll'OUPI I 

10 proportionate to its market share of small employer health 
11 benefits plan busln8&ll shan receive a full credit for the I 
12 8&lIessment.
 
13 (3) If assessments exceed actual loases and administrative
 I 
14 expenses of the prolfBrn. the excess shall be held in an interest 
15 bearing account and used by the baud to offset future losses or 1
16 to reduce prolfBrn premi1lJl\S. As used in this parqraph, "future ! ' 
11 losses" includes reserves for incurred but not reported claims. 
18 (4) Each member's proportion of the assessment shall be I 
19 determined amually by the bOard based on annual statements and ! 
20 other reports deemed necessary by the boanl and filed by the I 
21 member with the board. MEWAs shall report to the boanl claims I­
22 payments made and administrative expenses incurred in this State i 

23 on an annual basis on a form prescribed by the commissioner. i24 (5) Provision shall be made in the.plan of operation- for the 
25 imposition of an interest penalty for late payment of lIII8SSI1lents. I 
26 (6) A member may seek. from the commissioner. a deferment I

I 
27 in whole or in part. from any assesiment issued by the board. The i 

t 

28 commissioner may defer. in whole orin part. the assessment of a 
29 member if. in the opinion of the commissioner. the payment of 
30 the assessment would 811da1iaer the abiUty of the member to 
31 fulfill its contractual obUiatlons. In the event an assessment 
32 against a member is deferred in whole or in part. the amount by 
33 which the assessment is deferred may be assessed qllinst the 
34 other members in a manner consistent with the basis for' 
35 assessment set forth iii this section. The member roceivinS such 
36 deferment shall remain liable to the program for the amount 
31 deferred end shall be prohibited from reinsurina any individuals or 
38 groups in the program if it fails to pay such assessments. 
39 g. Neither the participation in the proaram .. memben. the 
40 establishment of rates. forms or procedures, nor any other joint 
41 or collective action required by _this act shall be the bllSis of any 
42 legal action. criminal or civil liability. or penalty alainst the 
43 program or any of its members either jointly or separately except 
44 as otherwise provided in this act. .	 • 
45 h. The program shan be exempt from any and all taxes. 
46 9. The Commissioner of Insurance shall. pursuant to the 
41 provisions of the "Administrative Procedure Act. n P.L.1968. 
48 c.410 (C.52:14B-l et seq.), promulgate rules and reaulations

i ­
49 necessary to effectuate the provisions of this act. 
50 10. This act shall be known and may be cited .. the "Small 
51 Business Health Insurance Reform Act." 
52 11. Tbis act shall take effect on the 180th day after 
53 enactment. but sections 9 and 11 shall take effect immediately. 
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1 STATEMENT 
2 
3 This biU provides for the establishmat of small employer 
4 health benefits plllDl and requires all small employer camers, 
5 Includin, health insurers. HMOs, Blue Cross/Blue Shield of New 
8 Jersey, and multiple employer welfare BrragementB (MEWAs) to 
7 offer these plllDl to employers with fewer than 25 employees as a 
8 condition of doinB businllll8 witb small employers in the State of 
9 New Jersey. 

10 Under the provisions of the biU, any employer with 25 or fewer 
11 employees may apply to any carrier doing business in the small 
12 group market and be is8ued a plan of baaic health care coverage. 
13 The biU provides for the estab1islunat of the New Jeney Small 
14 Employer Health Reinsurance Prollam and the creation of a 
1& eleva-member board to administer the program. The board 
18 would include represeDtatives from the various sectors of the 
17 health insurance market and at least one member who is not from 
18 the insurence industry. The cost and risk of covering high-risk 
19 81'OUP6 and individuals would be shared tbroush this reinsurance 
20 mechanism. Small employer carriers may either reinsure 
21 high-risk individuals and 81'Oups with the reinsurance facility and 
22 be subject to assessmau to offset the facUlty' 8 1o&ses, or they 
23 may intemalise· all risks and costs. The New Jeney Small 
24 Employer Health Reinsurance Program is desiped to make 
26 covel'lle available for ay small poup wishina to llUtChase it, and 
28 to brinB greater stability to the priciDB and underwritjq of small 
27 group coverage. 
28 The bill also provides that individuals who chanp lobi would be 
29 protected from preexisting condition exclusions, if they have 
30 satisfied an exclusion UDder their prior plan. The time a person 
31 was subject to a preexisting coadition exclusion under a previous 
32 plan would be credited toward a subsequent plan's exclusion 
33 period if the previous coverase was continuous to within 90 clays 
34 of the effective date of the new coverap. Under the proviaions 
36 of the bill, an individual with a preexisting condition could not be 
38 excbxled from coveraae for more than 180 days. 
37 'l1le coverase provided under the basic health benefits plan is 
38 IUbstantially the same u the coverase required in basic health 
39 care contracts or policies pursuant to the "Health Care Cost 
40 Reduction Act," P.L.1991, c.187 (C. 28:2H-18.24 et all. The 
41 covel'lle provided UDder tbe basic health benefits pia msy not 
42 exceed 8O~ of the actuarial value provided IDIder a small 
43 employer health benefits plan. 
44 The bin additionally provides an option for continuation of 
46 coverase UDder small employer health insurance plans which is 
46 similar to the continuation of coverage option provided under the 
47 CoIlliiOUdated Omnibus Budget Reconciliation Act of 1985 
48 (COBRA) for sroup health insurance plans covering ,roup sizes 
49 over 26. The continuation coverage option is applicable for 
50 individuals covered WIder small employer health insurance plans 
61 whose employment is termh'lated for other than '1'088 misconduct 
62 or whose hours are reduced below 30 per week• 
53 The biU provides for the setting of rate limitaUoll8 and the 
64 gueranteelng of renewability. 
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1 Cost containment meuures provided under the bill include the 
2 elimination of State-mandated benefits for the buic health 
3 benefits plan and the use of m8lUlled care measures. 
4 
Ii 

6 
7 
8 Requires certain insurers, service corporations and HMOs to offer 
9 basic health insurance plans to small businesses; establishes a 

10 reinsurance program. 
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SENATE HEALTH AND HUMAN SERVICES COMMITTEE 

STATEMENT TO 

SENATE COMMITTEE SUBSTITUTE FOR 

smlTE, No. 371 

SIATE OF NEW JERSEY 

DATED: JUNE 16, 1992 

The Senate Health and Human Services Committee reports 
favorably the Senate Committee Substitute for Senate Bill No. 311. 

This substitute provides for the establishment of small employer 
health benefits plans and requires all small employer carriers, 
includins health insurers, HMOs, Blue Cross/Blue Shield of New 
Jersey, and multiple employer welfare arrangements (MEWAs) to 
offer these plans to employers with at least two but no more than 
49 employees as a condition of doing business with small employers 
in the State. 

Under the provisions of the substitute, an employer with 49 or 
fewer employees may apply to any carrier doing business in the 
small group market to be issued a plan of health care coverage 
which provides either "Basic" health benefits or "Basic Plus" health 
benefits. 

The substitute provides for the establishme~ of the New Jersey 
Small Employer Health Excess ReL"lSurance Program and the 
creation of an l1-member board to administer the program. The 
board would include seven representatives from the various sectors 
of the health insurance market and two persons representing small 
employers, as well as the Commissioners of Insurance and Health as 
ex officio members. The cost and risk of covering high-risk groups 
and individuals would be shared through this reinsurance 
mechanism. Small employer carriers may either reinsure high-risk 
individuals and groups with the reinsurance facility and be subject 
to assessments to offset the facility's losses, or they may 
intemaIize all risks and costs. However, the risk-assuming carriers 
may be subject to an assessment if the net loss of the reinsurance 
program is not recouped before assessments totaling 40/0 of 
auregate premiums for small business health care plans have been 
collected from reinsuring carriers. 

The New Jersey Small Employer Health Excess Reinsurance 
Program is designed to make coverage a\'3ilable for any small group 
wishing to purchase it. and to bring greater stability to the pricing 
and \D1derwritins of small group coverage. 

The substitute also provides that individuals who change jobs 
would be protected from preexisting condition exclusions, if they 
have satisfied an exclusion under their prior plan. The time a 
person was subject to a preexisting condition exclusion under a 
previous plan would be credited toward a subsequent plan's 
exclusion period if the previous coverage was continuous to within 
90 days of the effective date of the new coverage. Under the 
provisions of the substitute. an individual with a preexisting 
condition could not be excluded from coverage for more than 
180 days. I 
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1'be cover.,e provided under the "Butc" health benefits plan II 
substantiaUy the same as the cover.,e required in basic health care 
contracts or policies punuant to the "Health Care Cost Reduction 
Act." P.L.1991. C.187 (C.28:2H-18.24 et all. 

The substitute additionally provides an option for continuation - of covera.. under small employer health insurance plans which is 
similar to the continuation of coverate option provided under the 
"CoMoUdated Omnibus Bud.et Reconciliation Act of 1986" 
(COBRA) for group health insurance plans covering ,roup sizes over 
26. The continuation covera,e option is appUcable for individuals 
covered under small employer health insurance plans whose 
employment is tenninated for other than ,ro88 misconduct or whose 
Mum are reduced below 30 per week. 

The substitute provides that rate differentials for any small 
.roup carrier may be based only on the factol'l of a,e, ,ender and 
.eoaraphy. and that the rate charged to any ll'Oup cannot exceed 
four times the base premium rate charged to the lowest-rated small 
employer Il'OUP written by the carrier for a like benefit plan. 

Finally. the substitute guarantees the renewability of the Il'OUP 
health benefits plan to any small employer who pays the required 
premium and satisfies the other requirements of the substitute. 

~.., 
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SENATE COMMITTEE SUBSTITUTE FOR 

SENATE, No. 371 

SIATE OF NEW JERSEY 

ADOPTED JUNE 15, 1992 

Sponsored by Senator BASSANO 

1 AN ACT requiring certain health insurers, service corporations 
2 and health maintenance orlanizations to offer basic health 
3 benefits prolrams to certain employers and establishinl a 
4 reinsurance pro,ram. 
S 
6 BE IT ENACTED b» the Senate and General Allembl» of the 
7 State 01 New J.,e»: 
8 1. As used in this act: 
9 "Actuarial certification" means a written statement by a 

10 member of the American Academy of Actuaries or other 
11 individual acceptable to the commissioner that a small employer 
12 carrier is in compliance with the provisions of section 12 of this 
13 act. based upon examination, including a review of the 
14 appropriate records and actuarial assumptions and methods used 
15 by the small employer carrier in establishinl premium rates for 
18 applicable health benefits plans. 
11 "Base premium rate" means the lowest premium rate charled 
18 by the small employer carrier for the same or similar coverage. 
19 which coverage is equivalent in value to a health benefits plan 
20 coveriDl a small employer. The term "base premium rate" refers 
21 to rates for any health benefits plan covering two or more 
22 employees of a small employer. 
23 "Basic health benefits plan" means a health benefits plan for 
24 small employers which provides benefits pursuant to section 4 of 
25 this act and which is filed with the commissioner in accordance 
28 with the requirements of section 24 of this act, any portion of the 
27 premium for which is paid by a small employer or for which any 
28 covered individual is reimbursed whether through wage 
29 adjustments or otherwise, if the health benefits plan is treated by 
30 the employer or any of the covered individuals as part of a plan 
31 or program for the purposes of section 162 or section 106 of the 
32 Intemal Revenue Code of 1986 (28 U.S.C. 162 or 26 U.S.C.tOO). 
33 "Board" means the board of directors of the program. 
34 "Carrier" rrt!ans any insurance company, he~th service 
35 corporation. twspital service corporation, medical service 
38 corporation. health maintenance organization or MEWA 
37 authorized to issue health benefits plans in this State. For 
38 purposes of this act, carriers that are affiliated compani,es shall 
39 be treated as one carrier, except that any insurance company. 
40 health service corporation. hospital service corporation, or 
41 medical service corporation that is an affiliate of a health 
42 maintenance organization located in New Jersey or any health 
43 maintenance organization located in New Jersey that is affiliated 
44 with an insurance company, health service corporation, hospital 
45 service corporation, or medical service corporation shall treat 
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1 the health rnaintenance orsaniaation u a leparate carrier. 
2 "Commiuioner" means the CommAuioner of Insurance. 
S "Department" me_ the Department of Insurance. 
4 "Dependent" melllll the spouse or child of an eliatble employee, 
5 sublect to applicable terms of the health benefits plan coverins 
8 the employee. 
., "EUsible employee" means a fuU,:"Ume employee who workt a 
8 nannal work week of 30 or more houn. The tenn includes a sole 
9 proprietor, a partner of a partnenhip, or an independent 

10 contractor, if the sole proprietor, partner, or independent 
11 contractor is included u an employee under a health benefits 
12 plan of a small employer, but does not include employees who 
13 work less than 30 houn a week or work on a temporary or 
14 substitute basis. 
15 "Financially impaired" means a carrier which. after the 
18 efFective date of this act, is not iniolvent, but is deemed by the 
17 commissioner to be potentially unable to fulfill its contractual 
18 obJisations or a carrier which is placed under an order of 
19 rehabilitation or conservation by a court of competent 
20 jurisdiction. 
21 "Health benefits plan" means any hospital and medical expense 
22 incurred policy; health, hospital, or medical service corporation 
23 contract; health maintenance organization subscriber contract; or 
24 plans provided by MEWAs offered by a small employer pursuant 
25 to section 4 of this act. For purposes of this act, "health benefits 
28 plan" excludes the following plans, policies,· or contracts: 
27 accident only, credit, disability, long-tenn care, coverage for 
28 Medicare services pursuant to a contract with the United States 
29 government, Medicare supplement, dental only or vision only 
30 issued as a supplement to liability insurance, coverage arising out 
31 of a workers' compensation or similar law, automobile medical 
32 payment insurance, or insurance under which benefitS are payable 
33 with or without regard to fault and which is statutorily required 
34 to be contained in any liability insurance policy or equivalent 
35 self-insurance. 
36 "Late enrollee" means an eligible employee or dependent who 
31 requests enrollment in a health benefits plan of a small employer 
38 following the initial minimmn 30-day enrollment period provided 
39 aer the terms of the health benefits plan. An eligible employee 
40 or dependent shall not be considered a late enrollee if the 
41 individupl was covered under another employer's health benefits 
42 plan at tne time he was eligible to enroll and stated at the time 
43 of the initial enrollment that coverage under that other 
44 employer's health benefits plan was the reason for declining 
46 enrollment; has lost coverage under that other employer's health 
48 benefits plan as a result of termination of e~ploymentt the 
41 termination of the other plan I s coverage, death of a spouse, or 
48 divorce; and the individual requests enrollment within 90 days 
49 after termination of coverage provided under another employer's 
50 health benefits plan; or if the individual is employed by an 
51 employer under a MEWA which offers multiple health benefits 
52 plans, and the individual elects a different plan during an open 
53 enrollment period; or if a court of competent jurisdiction has 
54 ordered coverage to be provided for a spouse or minor child under 
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1 a covered employee' I health benefits plan and request for 
2 enroUment is made within 30 days after issuance of that court 
3 order. 
4 "Member" means all carriers lawn, health benefits plans and 
5 WEWAa providin, health benefits plans in this State on or after 
8 the effective date of this act. 
7 "MEWA" means any multiple employer welfare arran,ement as 
8 defined in section 3 of the federal Employee Retirement and 
9 Income Security Act of 1974, Pub.L,93-40B (29 u,s,e. 11002), 

10 except for any such arranlement which is fully insured within the 
11 meanina of that act. 
12 "Plan of operation" means the plan of operation of the program 
13 includln& articles, bylaws and operatinl rules approved pursuant 
14 to section 20 of this act. 
15 "Preexistina condition provision" means a policy or contract 
16 provision that excludes coverage under thot policy or contract for 
17 chal'les or expenses incurred durin, a specified period following 
18 the insured •s effective date of coverage, for a condition that, 
19 durinl a specified period immediately preceding the effective 
20 date of coverage, had manifested itself in such a manner as would 
21 cause an ordinarily prudent person to seek medical advice, 
22 diqnosis, care or treatment, or for which medical advice, 
23 diagnosis, care or treatment was recommended or received as to 
24 that condition or as to pregnancy existing on the effective date 
25 of coverage. 
26 "Program" means the New Jersey Small Empl~yer Health 
27 Excess Reinsurance Program established pursuant to section 18 of 
28 this act. 
29 "Reinsuring carrier" means a a small employer carrier electing 
30 to obtain excess insurance in accordance in section 26 of this 
31 act." 
32 "Risk-assuming carrier" means a small employer carrier 
33 
34 

electing to assume risks pursuant to section 25 of this act." 
"Small employer" means any person. finn. corporation. lO 

35 partnership, or association actively engaged in business which. on 
36 at least 50 percent of its working days during the preceding 
37 calendar year quarter, employed at least two but no more than 49 

38 eligible employees, the majority of whom are employed within 
39 the State of New Jersey. In detennining the number of eligible 
40 employees, companies which are affiliated companies shall be 
41 considered one employer. subsequent to the issuance of a health 
42 benefits pl...1 to a small employer pursuant to the provisions of 
43 this act, and for the purpose of detennining eligibility, the size of 
44 a small employer shall be detennined annually. Except as 
45 otherwise specifically provided, provisions of this act which apply 
46 to a small employer shall continue to apply until the anniversary 
47 date next of the health benefits plan following the date the 
48 employer no longer meets the definition of a small employer. 
49 "Small employer Garner" means any carrier or MEWA that 
50 offers health benefits plans covering eligible employees of one or 
51 more small employers. 
52 "Small employer health benefits plan" means a health benefits 
63 plan for small employers approved by the commissioner pursua'lt 
54 to section 23 of this act. 

I 
! 
I 
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t 2. Every health Insurer, health service corporation, medical 
2 IIrvice corporation, hospital service corporation, and health 
3 maintenance orawzation licensed or authorized to provide 
4 health benefits or services in this State which offeN health 
& inaurIIIce policies or covera,el coverlns two or more employe. 
8 of a small employer shall. be subject to the provisions of this act. 
7 Coverale shall be offered to all elllible employees and their 
8 dependents and shall not exclude any employee or elllible 
9 dependent on the bais of an actual or expected health condition. 

10 3. Notwithstandinl the pl'flvlslons of P.L.1991, c.187, every 
11 carrier subject to the provisions of this act shall, 81 a condition 
12 of trllll8ctins busin.. in this State, offer to every small 
13 employer at leut two health benefit8 plana. One plan shall be a 
14 Baslc health benefits plan, 81 provided in section 4 of this act, 
15 and one shall be a Baic Plus health benefits plan, as provided in 
16 . section & of this act. Initially, the offer shall be made within 90 
17 days of the fiUng with the commislioner of that carrier's 
18 benefits plana. Thereafter, the plana shall be available to small 
19 employers on a continuing buis. Every small employer which 
20 elects to be covered under either of the plans provided for under ..."1 this act who po;"; the required premium therefor and who 
22 satisfies the other requirements of the plan shall be issued a 
23 policy or contract by the carrier. The carrier .may establish a 
24 premium payment plan which provides installment payments and 
25 which may contain reasonable provisions to ensure payment 
26 security, provided that proVisions to ensure payment security are 
27 reasonably related to the risk and are uniformly applied. Every 
28 plan shall be in conformance with the guidelines established 
29 pursuant to section 23 of this act, and each carrier's plans shall 
30 be certified and filed with the commissioner pursuant to section 
31 24 of this act. 
32 4. A Basic health benefits plan shall provide: 
33 a. Basic hospital expense coverage for a period of 21 days in 
34 each benefit year for each covered person for expenses incurred 
35 for medically necessary treatment and services rendered as a 
36 result of injury or sickness, including: 
37 (1) Daily hospital room and board, including, general nursing 
38 care and special diets; 
39 (2) Miscellaneous hospital services, including expenses incurred 
40 for charges made by the hospital for services and supplies which 
41 are (;.~tomari1y rendered by the hospital and provided for use 
42 only during any period of confinement; 
43 (3) Hospital outpatient .services, including surgical and other 
44 services rendered on a day stay basis, hospital services rendered 
45 within 72 hours after accidental injury, and x-ray and other 
46 laboratory and other diagnostic tests to the extent that benefits 
47 for such services would be provided if rendered to an inpatient of 
48 the hospital; 
49 b. Basic medical-surgical expense coverage for each covered 
50 person for expenses incurred for medically necessary services for 
51 the treatment of sickness or injury for the following: 
52 (1) Surgical services; 
53 (2) Anesthesia services, includina the administration of 
54 necessary general anesthesia and related procedures in 
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1 connection with covered surlical services rendered by a physician 
a other thin the physician pertormin. the surlical servicesi 
3 (3) Inpatient hospital aervlc88 rendered to a penon who is 
4 contined to a holIpltal for treatment of sickness or injury other 
.. then that tor which lur8lca! care II requiredi 
8 (4) Matemlty benefitl, Includln8 cost ot delivery and pre-natal 
7 care; 
8 c. Out-or-hospital physical examinations, Including related 
9 x-rays, immunizations, .and dlqnostic tests, rendered on the 

10 foUo\vU:a basis: 
11 (1) For covered minors of less than two years or ase, up to six 
la examinations dudng the first two yean of lifei 
13 (2) For covered minors of at least two yean of age but not 
14 more than 18 years or 8ge, no more than one physical 
15 examination at ages 3, 6, 9, 12, 15, and 18 years of agei 
18 (3) For covered adults of at least 19 years of ase but less than 
17 40 years of age, one physical examination every five yearsi 
18 (4) For covered adults of at least 40 years of age but less than 
19 80 yean of a8e. ·one examination every three yearsi and 
ao (5) For covered adults of age 60 years or older, one 
21 examination every two years. 
22 Every physical examination rendered pursuant to this 
23 subsection shall be subject to such co-payments and deductibles 
24 as are provided for in the plan. 
25 d. The plan provided for herein may, subject to the approval of 
26 the commissioner, with respect to health maintenance 
27 organizations, be modified as .necessary to comply with the 
28 provisions of subchapter XI of Pub.L.93-222 (42 U.S.C. §300e et 
H ~~ . 
30 5. a. A Basic Plus health benefits plan shall p(Ovide the same 
31 benefits as the basic policy, as well as hospital and medical 
32 expense coverage in excess of the basic policy as established and 
33 modified by the board from time to time, and approved by the 
34 commissioner, but in no case shall benefits provided for in the 
35 Basic Plus coverage exceed an actuarial value which is 20% 
36 greater than the actuarial value of the basic coverage provided 
37 pursuant to section 4 of this act. 
38 b. 11Ie benefits which may be provided in excess of the 
39 benefits in the basic plan may include, but shall not be limited to. 
40 additional inpatient hospital benefits. additional diagnostic tests, 
41 benefits directed tow~, ,.j the prevention of disease, provided that 
47 they are quantifiably cost effective, and additional medical and 
43 sursical expense benefits. 
44 c. At the discretion of the board. the &asicPIllS plan may 
45 provide for a selection of not more than three altemative benefit 
46 packages which may be selected by small employers according to 
41 the needs of their work force, provided however, that no 
48 combination of altcmative bPn"'fits in addition to the basic 
49 benefits shall exceed the actuari8J. value established in subsection 
50 a. of this section. 
51 6. a. Plans required to be offered pursuant to sections 4 or ~ 

52 
53 
54 

of this act shall be subject to coinsurance and deductibles, which 
may vary by selected portions of the coverage. except that no 
deductible applicable to any portion of the coverage Shall exceed I I 

I 
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1 $260 for an individual or family unit durin. any benefit year, and 
2 no colnaurance applicable to any portion of the coverage Ihall 
3 eXC:lld $500 for an individual or family unit during any benefit 
4 y.ar, unl_ proVided by the board punuant to section 23 of this 
& act. Neither coinsurance nor deductibles shall be applicable to 
8 mat.mity bftnefits. 
'/ b. Except as provided hefein, no law requirinl the inclusion of 
8 any specified health care service or benefit and no law requiring 
9 the reimbursement, utilization, or consideration of a specific 

10 catlSOry of licensed health care practitioner shall apply to any 
11 Basic or Basic Plus health benefits plan provided for herein. 
12 '1. Coverale provided pursuant to this act shall be subject to 
13 standard coordination of benefits provisions for all penons 
14 covered under the pollcy or contract. Notwithstanding the 
15 provision of any other law to the contrary. coverage provided 
18 under policies or contracts issued pursuant to sections 4 or 5 of 
11 this act shall not extend to any injury for which coverage is 
18 available or applicable punuant to section 4 of P.L.1912, c.10 
19 (C.39:8A-4). and the coverale provided by a policy or contract 
20 issued pursuant to this act shall not be used as a substitute for 
21 any insurance required to be maintained pursuant to section 4 of 
22 P.L.19'12, c.10 (C.39:8A-4). 
23 8. a. Except as otherwise provided by this act, a preexisting 
24 condition provision shall not exclude coverage for an eligible 
25 employee or dependent for a period beyond 180 days followinl the 
26 effective date of coverage of an eligible employee and may only 
21 relate to conditions manifesting themselves during the six months 
28 immediately preceeding the effective date of coverage in such a 
29 manner as would cause an ordinarily prudent penon to seek 
30 medical advice. diagnosis. care or treatment or for which medical 
31 advice. diall1osis. care. or treatment was recommended or 
32 received during the six months immediately preceding the 
33 effective date of coverage. or as to a pregnancy existing on the 
34 effective date of coverage. 
35 b. In detennining whether a preexisting condition provision 
36 applies to an eligible employee or dependent. all health benefits 
31 plans shall credit the time that person was covered under a 
38 previous employer based health benefits plan if the previous 
39 coverage was continuous to a date not more than 90 days prior to 
40 the '.;flective date of the new coverage. exclusive of any 
41 applicable waiting period under such plan. 
42 9. Every policy or contract issued to small employers in this . 
43 State including, but not limited to. policies or contracts issued 
44 pursuant to the provisions of this act shall be renewable with 
45 respect to all eligible employees or dependents at the option of 
46 the policy or contract holder. or small employer except under the 
47 following circumstances: 
48 a. Nonpayment of the required premiums by the policyholder. 
49 contract holder. or employer; 
50 b. Fraud or misrepresentation of the policyholder, contract 
51 holder, or employer or. with respect to coverage of eligible 
52 employees or dependents. the enrollees or their representatives; 
53 c. The number of employees covered under the health benefits 
54 plan is less than the number or percentage of employees required 
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1 by participation requirements under the health benefits policy or 
1 contract; 
3 d. Noncompliance with a carrier's employment contribution 
4 requirements; 
& e. The carrier withdraws the policy form, with the approval of -
6 the commi88loner, in which case the group shan be offered an 
1 alternative policy or contract by the carrier which offers 
8 comparable benefits; 
9 f. Any carrier doing business pursuant to the provisions of this 

10 act ceases doing	 buslne88 in the small employer market, if the 
11 following conditions are satisfied: 
12 (1) The carrier gives notice to cease doing business in the 
13 small employer market to the commissioner not later than eight 
14 months prior to	 the date of the planned withdrawal from the 
15 small group market, during which time the carrier shall continue 
16 to be governed	 by this act with respect 'to business written 
17 pursuant to this act; For the purposes of this subsection, "date of 
18 withdrawal" me~ the date upon which the first notice to small 
19 employers is sent by the carrier pursuant to paragraph (3) of this 
20 section; 
21 (2) No later	 than two months following the date of the 
22 notification to the commissioner that the carrier intends to cease 
23 doing business in the small employer market, the carrier shall 
24 mail a notice to every small business employer insured by the 
25 carrier that the policy or contract of insurance I will be 
26 terminated. This notice shall be sent by certified mail to the 
27 small business employer not less than six months in advance of 
28 the effective date of the cancellation date of the policy or 
29 contract; 
30 (3) Any carrier that ceases to do business pursuant to this act 
31 shall be prohibited from writing new business in the small 
32 employer market for a period of five years from the date of 
33 notice to the commissioner. 
34 10. Late enrollees may be excluded from coverage: a. for 
35 12 months for all coverage; or b. for 12 months for a preexisting 
36 condition. No combined period of total exclusion or exclusion for 
37 a preexisting condition shall exceed 12 months. 
38 11. Any small employer carrier may require a reasonable 
39 specified mL.:rnum participation of eligible employees. which 
40 shall not exceed 15%. or reasonable minimum employer 
41 contributions in determining whether to accept a small group 
42 pursuant to this act. The standards so established by the carrier 
43 shall be first approved by the board and shall be applied uniformly 
44 to all small groups, except that in no event shall a carrier, require 
45 an enlployer to contribute more than 10% to the annual cost of 
46 the policy or contract. or an amount as otherwise provided by the 
41 board, and any minimum participation standards established by 
48 the carrier shall be reasonable. (n establishing the perc~ntage of 
49 employee participation. a one-to-one credit shall be given for 
50 each employee covered by a spouse I s health benefits coverage. 
51 12. a. Rate	 differentials of any small group poliCIes or ,	 52 contracts delivered, issued for delivery, or continued in this State 
53 may be based only on the factors of age, gender, and geography. 
54 No carrier shall issue any policy or contract in which the rates 
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1 charsed to MV sroup exceed four times the baae premium rate 
2 charsed to the lowest-rated small emplover group written b)' the 
3 carrier for a like benefits plan. 
4 b. In establishins the ratins CI8S8ifications provided for bV 
6 subsection a. of this section, no carrier shall establish an excess 
8 of six ratins territories, and no rating territory shall be anv 
7 smaUer than a countV. 
8 c. No rate r.l8S8lfications baaed on age shall provide for rate 
9 changes within anv period which is leu than five vears. Ale 

10 ranses, which shaU be in five-year increments, shall be 
11 established bV the commiuioner by regulation and shall apply to 
12 aU small group policies, whether or not written pursuant to 
13 sections 4 and 5 of this act. 
14 d. The premium rates charged to any small employer for 
16 policies or contracts issued before the effective date of this act 
18 by any carrier shaU, within three vears of the effective date of 
17 this act, confonn to subsection a. of this section. The four to one 
18 ratio established by subsection a. of this section shall be applied 
19 separately to each type of benefits plan i88Ued by the carrier. 
20 e. Notwithstanding the provisions of subsection d. of this 
21 section to the contrary, the provisions of subsection a. of this 
22 section shall be applied separately to policies or contracts: (1) in 
23 the case of any small employer contracts issued by a hospital 
24 service corporation or medical service corporation or any 
25 successor corporation which constitute a closed block of business 
26 as of September 1, 1991; or (2) in the case of any small employer 
27 policies issued under an open enrollment plan by any other health 
28 insurer which have not been offered for sale as of January 1, 1989. 
29 f. Any premium charged for excess coverage for policies 
30 issued pursuant to sections 4 or 5 of this act shall be subject to 
31 the limitations provided for in this section. 
32 g. Rating classifications established b)' cill'riers for small 
33 group policies or contracts shall not operate to produce rates for 
34 any small employer group which are excessive, inadequate, or 
35 unfairly discriminatory. 
36 h. The provisions of this section shall apply to all small group 
37 business issued by any insurer in this State, whettier or not 
38 written pursuant to section 4 or 5 of this act. 
39 13.....: connection with the offering for sale of any policy or 
40 contract to a small employer. each small employer carrier shall 
41 make a reasonable disclosure. as a part of its solicitation and 
42 sales materials, of the followirig: 
43 a. The extent to which premium rates for a specified small 
44 employer are established or adjusted based upon the actual or 
45 expected variation in claims costs; 
46 b. Any factol'& applicable to the policy or contract which are 
47 attributable to factors other than claim experience or duration of 
48 coverage, since i~ue, which affect changes in premium rates; and 
49 c. Provisions relating to renewability of policies and contracts. 
50 14. a. Every small employer carrier shall maintain at its 
51 principal place of business a complete and detailed description of 
52 its rating plan and underwriting practices, including renewal 
53 underwriting practices. Rating plans shall be based on commonly 
54 accepted actuarial assumptions and shall be in accordance with 
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1 sound actuarial principles. This informatiun shall be available to 
2 the commillioner upon request. Except In cues of any violation 
3 of this act, the information provided for herein shall be 
4 considered proprietary and trade secret information and shall not 
5 be subject to disclosure by the commillioner to persons outside of 
6 the department except as agreed to by the small employer carrier 
7 or u ordered by a court of competent jurisdiction. 
e b. Eve1'f small employer carrier shall file no later than March 
9 1 each year following the effective date of this act, a 

10 certification sillled by an actuary and attested by an officer of 
11 the insurer that the carder is in compliance with the act and that 
12 the ratint methods of the small employer are actuarially sound. 
13 A copy of the certification shall be retained by the small 
14 employer carrier at its principal place of busin8l8. 
15 15. a. No health maintenance organization shall be required to 
16 offer coverage or accept applications pursuant to sections 4 or 5 
17 of this act to a small employer if the small employer is not 
18 physically located in the health maintenance organization's 
19 approved service area, to an employee when the employee does 
20 not work or reside within a service area, or if the health 
21 maintenance organization reasonably anticipates and 
22 demonstrates to the satisfaction of the commissioner that it will 
23 not have the capacity in its network of providers within the 
24 service area to deliver service adequately to the members of such 
25 groups because of its obligations to existing group contract 
26 holders and enrollees. 
27 b. No small employer carrier shall be required to offer 
28 coverage or accept applications pursuant to this act for any 
29 period of time in which the commissioner determines that the 
30 requiring of the issuing of policies or contracts pursuant to this 
31 act would place the carrier in a financially impaired position. 
32 16. The provisions of sections 4 and 5 of this act shall apply to 
33 Basic and Basic Plus health benefits plans subject to this act 
34 which are delivered, issued for delivery, renewed or continued on 
35 or after the effective date of this act. 
36 11. a. Every policy or contract issued to a small employer in 
31 this State, including, but not limited to. policies or contracts 
38 which are subject to this act and which are delivered. issued. 
39 renewed, or continued on or after the effective date of this act, 
40 shall offer con.inued coverage under the plan to any employee 
41 whose employment was terminated for a reason other than for 
42 cause and to any employee covered by such plan whose hours of 
43 employment were reduced to less than 30 subsequent to the 
44 effective date of coverage for that employee. The employee 
45 shall make a written election for continued coverage within 
46 30 days of a qualifying event. For the purposes of this section, 
41 "qualifying event" shall m~an the date of termination of 
48 employment, or the date on which a reduction in an employee's 
49 hours of employment becomes effective. For the purposes of this 
50 section, the date on which a health benefits plan is continued 
51 shall be the anniversary date of the issuance of the plan. 
52 b. Coverage continued pursuant to subsection a. of this section 
53 shall consist of coverage which is identical to the -::overage 
54 provided under the policy or contract to similarly situated I 

i
I 
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1 beneficiaries whole coverale hu not been tenninated or houl'l of 
2 employment reduced. If coverlle is modified under the policy or 
3 contract for any IrouP of similarly situated beneficiaries, thil 
.. covlrase shall a1Io be modified In the IBme mBMer for pel'lOns - a who are qualified beneflclarill entitled pUl'luant to subsection a. 
8 of thll lIetion to continued covlrale. Continuation of coverale 
., may not be conditioned upon, or discriminate on the buil of, lack 
8 of evidence of Insurability. 
8 c. The health benefits plan may require payment of a premium 

10 by the employee for any period of continuation coverage as 
11 provided for in thil section, except that the premium shall not 
12 exceed 102... of the applicable premium paid for similarly 
13 situated beneficiaries under the health benefits plan for a 
14 specified period, and may, at the election of the payor, be made 
15 In monthly Installments. No premium payment shall be due 
18 before the 30th day after the day on which the covered employee 
11 made the initial election for continued coverage. 
18 d. Coverale continued pursuant to this section shall continue 
19 until the earlier of the following: 
20 (1) The date upon which the employer under whose health 
21 benefits plan coverlle is continued ceases to proVide any health 
22 benefits plan to any employee or other qualified beneficiary; 
23 (2) The date on which the continued coverage ceases under the 
24 health benefits plan by reason of a failure to make timely 
25 payment of any premium required under the plan by the fonner 
28 employee havins the continued coverage. The payment of any 
27 premium shall be considered to be timely if made within 30 days 
28 after the due date or within such longer period as may be 
29 provided for by the policy or contract; or 
30 (3) The date after the date of election on which the qualified 
31 beneficiary first becomes: 
32 (a) Covered under any other health benefits plan, as an 
33 employee or otherwise, which does not contain a provision which 
34 limits. or excludes coverage with respect to any preexisting 
35 condition of a covered employee or any spouse or dependen, who 
36 is included under the coverage provided the covered employee, 
37 for such period of the limitation or exclusion; or 
38 (b) Eligible for benefits under Title xvm of the Social 
39 Security Act, Pub. L. 89-97 (42 U.S.C. §1395 et seq.). 
40 e. Notice s"'an be provided to employees at the 
41 commencement at coverage as to their continuation rights under 
42 the plan. A qualified beneficiary may elect continuation 
43 coverage offered pursuant to this section no later than 30 days 
44 aller Ike guali/yin" eJfent, For the pUJ'jJOSIJS 01 Ibis sectiOlJ, 
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1 carril1'8188u1ns health benefits plan policl. and contracts in this 
2 Statl and any MEWA providlnl health benefits Ihall be membel'8 
3 of this proaram. The program shall be administered by the board 
4 of directol'8 eltablished pUl'8uant to lection 19 of thil act. 
a 1.9. a. Within 60 days of the effective date of this act, the 
6 GOIIUIlilsioner shall live notice to all membel'8 of the time and 
7 piaci for the initial orlanizational meetinl, which shall take 
8 pllCI within 90 days of the effective date. The membel'8 shall 
9 select thl initial board, sub)ect to the approval of the 

10 commissioner. The board shall consilt of 11 persons, including 
11 the Commilsioner of Health and the commissioner or their 
12 designe•• both of whom shall lit ex officio. Initially, three of 
13 the public membel'8 of the board shall be elected for a three year 
14 tenn, three shall be elected for a two year tenn, and three shall 
15 be elected for a one year tenn. Thereafter, all board members 
16 shall be elected for a tenn of three years. The following 
17 clte80ri. shall be represented among the public members: 
18 (1) Two carriers whose principal health insurance business is in 
19 the small employer market; 
20 (2) One carrier whose principal health insurance business is in 
21 the large employer market; 
22 (3) A health, hospital or medical service corporation; 
23 (4) A health maintenance orlanizationi 
24 (5) A risk-assuming carrier; 
25 (8) A reinsuring carrier utilizing the excess coverale provided 
26 for in this acti and 
27 (7) Two persons representins small employers. 
28 No carrier shall have more than one representative on the 
29 board. 
30 b. If the initial board is not elected at the organizational 
31 meeting. the commissioner shall appoint the public members 
32 within 15 days of the organizational meeting, in accordance with 
33 the provisions of paragraphs (1) through (1) of subsection a. of 
34 this section. 
35 20. a. Within 90 days after the election of the initial board. 
36 the board shall submit to the commissioner a plan of operation 
31 which shall establish the administration of the pro~am pursuant 
38 to the provisions of this act. The plan of operation and any 
39 subsequent amendments thereto shall be submitted to the 
40 commissioner who shall, after notice and hearing, approve the 
41 plan if he finds that it is reasonable and equitable and sufficiently 
42 carries out the provisions of this rict. The plan of operation shan 
43 become effective after the commissioner has approved it in 
44 writing. The plan or any subsequent amendments thereto shall be 
45 deemed approved if not. expressly disapproved by the 
46 commissioner in writing within 90 days of receipt by the 
41 commissioner. 
48 b. If the board fails to submit a suitable plan of operation 
49 within 90 days after its appointment, the commissioner shall. 
50 after notice and hearing, adopt and promulgate a temporary plan 
51 of operation. The commissioner shall amend or rescind any such 
52 plan promulgated by him upon the submission and approval of a 
53 plan submitted by the board pursuant to subsection a. of this 
54 section. 
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1 21. The plan of operation shall include, but not be Umited to, 
a the foUowina: 

- :I a. A method of handlina and accountina for 881ets and moneys 
• of the pro.ram and an lMual fiscal reporting to the 
a commilsloner; 
8 b. A melllS of providinl for the fillina of vacancies on the 
7 board. aublect to the approval of the commissioner: 
8 c. A means of &electina an administeMI carrier. end a 
9 statement of the powers and duties of the administering carrier 

10 and the compensation of the admln1stttMI carrier: 
11 d. The method to be used for securing excess insurance under 
11 the provisions of this act; 
13 e. The method to be used for establishinl appropriate excess 
14 insurance premiums to be charled to carriers electinl to reinsure 
15 risks in accordance with this act; 
18 f. The method to be used to make up any shortfall which may 
17 occur 88 the result of risks beinl reinsured under the provisions of 
18 this act. 
19 I. A procedure for establishinl the health benefits plans for 
20 which excess coverale is to be provided: 
21 h. Any additional matters which are appropriate to effectuate 
22 the provisions of this act. 
23 22. The board shall have the general powers and authority 
24 Iranted under the laws of New Jersey to insurance companies 
25 writinl health insurance pursuant to Title 178 of the New leney 
26 Statutes, to health maintenance orlanizations approved or 
27 qualified to transact business in this State, and to health service 
28 corporations, medical service corporations, and hospital service 
29 corporations. but in no case shall the program established under 
30 this act write any policy or contract of insurance directly. In 
3t addition to the aforementioned powers. the board shall have the 
32 authority to: 
33 a.. Enter into contracts as are necessary or proper to carry out 
34 the provisions and purposes of this act: 
35 b. Sued or be sued. including taking any legal actions as may 
36 be necessary for recovery of any assessments due to the program 
37 or to avoid paying any improper claims; 
38 c. Issue excess insurance policies or other documents 
39 evidencing such coverage; 
40 d. Establish rules. conditions. and procedures pertaining to the 
41 reinsurance of memben' risks by the PJOgrl'mj 
42 e. Establish appropriate rates, riate schedules, rate 
43 adjustments, rale classifications, and such other actuarial 
44 functions which may be appropriate to the operation of the 
45 program, for providing excess coverage; 
46 f. Assess members in accordance with the provisions of this 
47 act. including such interim assessments as may be reasonabl~ and 
48 necessary for organizational and interim operating expenses. 
49 Such interim assessments shall be credited as offsets against any 
50 regular assessments due following the close of the fiscal year; 
51 g. Appoint from among its members appropriate legal, 
52 actuarial. and other committees as necessary to provide tectmical i 
53 assistance in the operation of the program, policy and other I 

54 contract design, and any other function within the authority of I 
I 
I 
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1 the PI'O,ram; and
 
2 h. Borrow mone, to effect the purposes of the prosrem. Any
 
3 not. or other evidence of indebtedne. of the program not in
 
4 default shan be le,al investments for carriers and may be carried
 
S .. admitted ...ts.
 
8 23. SUbject to the approval of the commi.ioner, the board
 
7 shall .tabUsh the form and level of covera,es to be made
 
8 available by small employer' carriers in accordance with the
 
8 pmvialons of this act. The board may establish benefits levels,
 

10 deductlbl. and copa""ents, exclusions, and limitations for the 
11 BIlle and BIlle Plus health care plan, consistent with sections 4 
12 and a of this act. The board shall also determine what 
13 components of a small employer's health benefits plan may be 
14 reinsured. 
15 One health care plan shall be established which contains 
18 benefits and cost sharina levels which are consistent with the 
17 bIIlc method of operation and the benefits plans of health 
18 maintenance oraanil.tions, includint any restrictions pursuant to 
18 subchapter XI of Pub.L. 93-222 (42 U.S.C. 1300 et seq.). The 
20 board shall submit the plans so estabUshed to the commissioner 
21 for his approval 110 later than 90 days after the election of the 
22 board pursuant to section 19 of this act. The commissioner shall 
23 approve the plan if he finds it to be consistent with the provisions 
24 of sections 4 and & of this act. Any plans submitted to the 
25 commissioner by the board shall be deemed approved if not 
28 expl'8l81y disapproved in writing within 60 days of its receipt by 
21 the commissioner. Such plans may contain, but shall not be 
28 Umited to, the following provisions: 
29 I. Utilization review of health care services. including review 
30 of medical necessity of hospital and physician servicesi 
31 b. ManeSed care systems, including large case managementi 
32 c. Provision for selective contracting with hospitals. 
33 physicians, and other health care providersi 
34 d. Reasonable benefits differentials which are applicable to 
35 paJ1icipatinl and nonparticipating providersi 
38 e. NotwithstandinS the provisions of section 6 of this act to 
31 the contrary, the board may, from time to time. adjust 
38 coinsurance and deductibles: and 
39 f. Such other provisions which may be quantifiably established 
40 to be cost containment devices. 
41 24. After the commissioner's approval of the health benefits 
42 plan pidelines formulated by the board pursuant L section 23 of 
43 this act, a small employer carrier shall file its policy or contract 
44 fonDS with the commissioner and shall certify to the 
45 commissioner, in a form reqUired by the commissioner, that the 
46 plans filed by the carrier are in compliance with the guidelines 
41 established by the board. The certification shall be signed by the 
48 chiet executive officer of the carrier. Upon filing the 
49 certification with the commissioner, the r,arrier may use the 
50 certified plans Wltil such time. after notice and hearing, as the 
51 commissioner disapproves their continued use. 
52 25. Every small employer carrier shall elect to be either a 
ll3 risk-usuming carrier or a reinsUring carrier and shall file notice 
54 of such election with the board. Carriers electing to be a I' 

-. 

., 
I 
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1 risk-uaumlnl carrier shall do 10 only· with the approval of the 
2 commillioner. Application for rilk-uaumlnl ItatUl shall be filed 
3 with the commiuioner on a fonn approved by the commissioner, 
4 and shall b. deemed approved if it is not disapproved in writing 
I within DO da" of the commissioner', receipt of the application. 
8 In detennininl whether to approve an application by a Imall 
7 employer carrier to become a risk-uaumlnl carrier, the 
8 commilllonir shall consider the carrier I s financial coRdilion, its 
9 history of uaumlnl and mana&ins risk, and ita experience in 

10 m......... amalll1'Oup busln.. The commluloner may also 88ek 
11 comments from the board prior to renderinl a decision on the 
12 application. Any carrier which hu made application for a 
13 riak-uaumlnl status which hu been disapproved by the 
14 commissioner shall be granted a hearing within 60 days of the 
Ie ~mval. 
18 28. a. Any member which electl to b"I a reinsuring carrier
 
17 may obtain excess insurance from the pro~am on any new small
 
18 employer Imup policy or contract lssued p ant to sections 4 or
 
19 & of this act, on any small employer g p, or any individual
 
20 beneficiary for any amount payable for etble claims in excess
 
21 of $7,&00 per covered beneficiary per ye r. In such case, the
 
22 prolram shall provide the eXC888 coverage bject to the payment
 
23 by the reinsUring carrier of an appropriate reinsurance premium.
 
24 Coverlle may be reinsured within 60 days of the commencement
 
26 of the employer's coverale with the small employer carrier.
 
28 With respect to eligible employees and their dependents who are
 
27 hired subsequent to the commencement of the employer's
 
28 coverqe and who are not late enrollees to the plan, coverage
 
29 may be reinsured within 60 days of the commencement of their
 
30 coverale under the plan. Excess coverage may be tenninated
 
31 with respect to any employee or dependent on ~y plan
 
32 anniversary.
 
33 b. Election to purchase excess coverage through the program .
 
34 shall be binding for a five-year period, except that the initial
 
35 election shall be made within 30 days of the submission to the
 
38 conuniIsioner of the plan of operation provided for in section 20
 
37 of this act, and shall be effective for two years.
 
38 27. Every member which elects to be a reinsuring carrier shall
 
39 apply its case management and claims handling techniques.
 
40 includina. but not limited to, utilization review, individual case
 
41 management, preferred provider provisions and other methods of
 
42 operation, in the same mannp.r with respect to !:.oath reinsured and
 
43 non-reinsured business.
 
44 28. a. Premium rates charled by the program for entire
 
45 groups shall not exceed 1.5 times the rate estab1iahed by the 
48 board 10f. similar groups for which excess coverage hu not been 
47 purchased. In computing the premium, the board shall establish a 
48 rate from which the premium shall be computed which is not less 
49 than the average rate for like risks for the small group market as 
50 a whole. 
51 b. Premium rates charged by the program for individuals shall 
52 not exceed 5.0 times the rate established by the program for 
53 similar persons for which exc88Il coverage hu not be!'" ,urchued. 
54 c. Premium rates charged for excou insurance by the program 
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1 to a health maintenance orlanization that 18 approved by the 
a United Statll Secretal'¥ of Health and Human Services 81 a 
3 f.enll, qualified health maintenance orlanizaUon pursuant to 
4 lUbchaptef XI of Pub. L. 83-222 (42 U.S.C. I300e et seq.), and as- & auch 11 subject to requirements that Umit the amount of risk that 
8 may be ceded to the pl'Olfam, shall be reduced to fenect the 
7 portion of the risk 80 ceded. 
8 d. Premium ratll charled fOf eXC888 insurance shall not be 
8 c:haqed directl, back to the IrouP or individual for whom the 

10 excIII W!U'8nCe 11 beiq obtained. 
11 28. a. Followinl the close of each fiscal ,ear of the 
12 administeriq carrier, the adminiaterinl carrier shall determine 
13 the net premiums, the administrative expenses of the pro,ram 
14 and the incurred losses, if an" for the year, taldnl into account 
16 investment income and other appropriate lains· and 1os&es. 
18 Health benefits plan premiums and benefits paid by a member 
17 that are 1111 than an amount determined by the board to justify 
18 the cost of collection shall not be considered for purposes of 
18 detenntainl UI8IIIIIlents. For the purposes of this section, "net 
20 premiums" means health benefits plan premiums, less 
21 administrative expense allowances, and health benefits plan 
22 premiums eamed by MEWAs shall be established by addinsthe 
23 pUd .... and admjnistrative expenses of such associations. . 
24 b. Ally net losa for the year shall be recouped by assessments 
2& of memben. Assessments shall first be apportioned by the board 
28 81IlOII8 all reinsurinl carrier members in proportion to their 
27 respective shares of the plan premiums eamed in this State from 
28 bealth benefits plans covering small employers during the 
29 calendar year coincidin, with or ending during the fiscal year of 
30 the prosram, or on any other equitable basis renecting coverage 
31 of small employers as may be provided in the plan of operation. 
32 In making this determination, the board may base the assessments 
33 upon annual reports and other data filed by the member small 
34 employer carrier. 
3S c. If the net loss is not recouped before assessments totaling 
38 4% of the aaregate premiums from policies or contracts 
37 covering small employers have been collected from reinsuring 
38 IIIla1l employer carriers, additional assessments not to exceed 1% 
38 of the aaregate premiums from all health benefits policies or 
40 contracts shall be apportioned by the board among all members, 
41 includinS risk-asswning carriers, in proportion 1.0 their respective 
42 shares of the total health benefits plan premiums eamed in this· 
43 State from all health benefits plans during the preceding calendar 
44 year. A carrier shall receive a credit against this assessment to 
46 the extent the carrier can demonstrate that its assumption of 
48 high-risk small employer groups which are not reinsured is 
41 proportionate to its market share of small employer health 
48 benefits plans. as such groups and market shares are defined by 
48 the board in the plan of operation. A carrier shall not be assessed 
50 for all individual non-group contracts or policies issued on a 
51 suaranteed issue basis or on any coverage issued by the carrier 
52 pursuant to the Medicaid program, P.L.t96S, c.413 (C.30:4D-t 
63 et seq.). 
64 d. [f assessments exceed actual losses and administrative 
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1 'xpeIIHI of the pro,ram, the exce. shall be held at Int'1'8It end 
I uud by the board to off.et future loaau or to reduce program 
3 premiums. As UItId in this aubsection, "future loaau" includu-

•
 

4 l'8I,rv.. for incurred but not reported claims.
 
I e. Provi.ion may be established In the plan of operation for the
 
e imposition of an Intereat penalty for late payment of 8I8• .ments.
 
7 30. A member may leek from the commlaaioner a defennent in 
8 who.. or In p.rt from any ..Ulment levied by the board. The 
8 commtIItoner m.y Irant the defennent if, In his opinion, the 

10 payment of the ..usmemt would endanger the ability of the 
11 member to fulfill it. contractual oblisations. In the event an 
12 _usment q&inst a member is deferred In whole or In part, the 
13 arnoW'lt by which the 8I8elllllent is deferred may be "HIed 
14 qa1nlt the other members In a manner consistent with the bois 
11 for l188U11\ent I8t forth In this act. The member receiving a 
18 defennent shall remain liable to the prol1'am for· the amoWlt 
17 deferred and shall be prohibited from reinsurina any Individuals or 
18 lroupl to the prolram if it fails to pay ..usments. 
18 31. A small employer carrier which elects to ceae 
20 participatinl a a relnaurina carrier and elects to become a 
21 riIk-1aUIIlina carrier shall be prohibited from relnaurinl or 
22 conttoutng to reinsure any small employer health benefits plan 
23 pursuant to this act. Any reinsuring carrier electinl to become a 
It riIk-1IMUIDinI carrier shall pay a prorated ..el8lllent based upon 
2& busin881 issued a a reinsuring carrier for any portion of the year 
28 that the busin881 wu reinsured. 
27 32. a. The board may utabllsh a subcommittee to monitor the 
28 market conduct of risk-assuming carriers end reinsuring carriers 
28 to assure that the provisions of this act are being carried out. 
30 TIle subcommittee shall, from time to time, recommend for the 
31 approval by the commissioner market conduct requirements for 
32 carriers and agents. The subcommittee shall also, in conjunction 
33 with the department, publish a list of all small employer carriers, 
34 a well a a list of toll free telephone numbers which are easily 
3& accessible by small employers. In the event that the board 
38 believes that any carrier is violating any provision of this act or 
37 is conducting itself improperly in the marketing or sale of its 
38 small group business, whether issued pursuant to this ,act or 
38 otherwise. it shall report this to the commi&lioner, who shall 
40 conduct an investigation of that carrier, including, but not 
41 limited to. an audit of the carrier's records. 
42 b. The board shall also estabUsh gui4ielines to ensure that small 
43 employer carriers are assuming their share of high risk small 
44 employer groups in proportion to their market share of small 
46 employer health benefits plan business. In the event that any 
48 carrier does notU8Ume its' reasonable share of the high risk 
41 market, the board may adjust the assessment formula. with the 
48 approval of the commissioner, to require a proportionally. higher 
49 assessment for the carrier. 
60 33. Any carrier which violates this act shall be subject to a 
51 penalty assessment, as determined by the commissioner, whether 
62 or not the carrier is a risk-..uming carrier or a reinsuring 
53 carrier. ' 
54 34. The excess insurance program est,iillshed pursuant 'to this 



SCS forS371 
17 

1 act ahall be Gleempt flOm any taxes levied by the State, including
 
a premium tues.
 
3 3a. No c:arrier writinl small employer lfOuP insurance business
 
4 pungent to this act ahall inaure eny smalllfOuP under a policy or
 
a contract of inaurenci plOvlded for in sections 4 or 6 of this act.
 
8 which lInall .roup II lnIured by any carrier 88 of the effective
 
7 date of the aot or during the oalendar year immediately
 
8 PNCedlnI.
 
8 38. No later then one year following the erfective date of this 

10 act IIId at lellt annually thereafter for the subsequent four 
11 yell'l, the board ahall conduct a review of the small group 
la inluranc:e market to examine the effectiveness of the insurance 
13 provided for in this act in terms of its acceptance among small 
14 employers IIld the adequacy of the benefits provided for. The 
11 review Iball detennine whether an additional plOduct or products I 
18 Ihould be made available under the plOgram provided for by this 
17 act, includinl major medical coverage. In addition, the board r 
18 Iha1l analyze the effect of the four to one premium ratio i 

~ 
18 .tabUlhed pursuant to section 12 of this act to detennine ~ 

1 ao whether the nlationahip of the high-to-low rates established 1 
I

21 pursuant to that ratio are inequitably distributed thl'Oughout the •f'
22 lInall paup market. and whether the ratio so established can be I 
23 further nduced without negative economic effect on any group. 1
24 11le board shall report to the Govemor and the Legislature 
28 .'ter each review required by this section, and include any I 

I
28 recommendations it may have with respect to the modification or 
27 .......entation of the program. 
28 37. A c:arrier which violates any provUiion of this act shall be 
28 U.bl. to a penalty of not less than $2,000 and not greater than 
30 $&,000 for each violation. The penalty shall be collected by the 
31 commissioner in the name of the State in a smnmary proceeding 
32 in ac:cordance with "the penalty enforcement law." N.} .S.2A:58-1 
33 8t seq•. 
34 38. No assessment provided for under this act shall, under any 
3& circumstances, be an obligation of the State. 
38 39. This act shall take effect immediately. 
31 
38 
38 
40 
41 Requires certain insurers. service corporations and HMOs to offer 
42 basic health insurauce plans to small businesses; establishes a 
43 reinsurauce program. 
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STATE OF NEW JERSEY 

By Senator Bassano 

AN ACT requiring certain health iMurers, service corporations 
and health maintenance organizations to offer basic health 
benefits programs to certain employers and establishing a 
reiMurance program. 

BE IT ENACTED by the Senate and General Assembly of the 
Stare 01 New Jersey: 

1. As used in this act: 
"Actuarial certification" means a written statement by a 

member of the American Academy of Actuaries or other 
individual acceptable to the commissioner that a small employer 
carrier is in compliance with the provisions of section 12 of this 
act. based upon examination, including a review of the 
appropriate records and actuarial assumptions and methods used 
by the small employer carrier in establishiDg premium rates for 
applicable health benefits plans, 

"Base premium rate" means the lowest premium rate charged 
by the small employer carrier for the same or similar coverage, 
which coverage is equivalent in value to a health benefits plan 
covering a small employer. The term "base premium rate" refers 
to rates for any health benefits plan covering two or more 
employees of a small employer. 

"Basic health benefits plan" means a health benefits plan for 
small employers which provides benefits pursuant to section 4 of 
this act and which is filed with the commissioner in accordance 
with the requirements of section 24 of this act, any portion of the 
premium for which is paid by a small employer or for which any 
covered individual is reimbursed whetJ..~r through wage 
adjustments or otherwise. if the health benefits plan is treated by 
the employer or any of the covered individuals as part of a plan 
or program for the purposes of section 162 or section 106 of the 
Internal Revenue Code of 1986 (28 U.S.C. 162 or 26 U.S.C. 106). 

"Board" means the board of directors of the program. 
"Carrier" means any insurance company, health service 

corporation. hospital service corporation. medical service 
corporation, health maintenance organization or MEWA 
authorized to issue health benefits plans in this State. For 
purposes of this act. carriers that are affi.liated companies shall 
be treated as one carrier. except that any insurance company, 
health service corporation. hospital service corporation. or 
medical service corporation 'that is an affiliate of a health 
maintenance organiz8 tion located in New Jorsey or any health 
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maintenance orsanization located In New Jersey that if! Affiliated 
with an insurance company, health service corporation, hospital 
service corporation, or medical service corporation shall treat 
the health maintenance organization as a separate carrier. 

"Commissioner" means the Commissioner of Insurance. - "Department" means the Department of Insurance, 
"Dependent" means the spouse or child of an elisible employee, 

subject to applicable terms of the health benefits plan covering 
the employee. 

"Eligible employee" means a full-time employee who works a 
normal work week of 30 or more hours. The term includes a sole 
proprietor, a partner of a partnership, or an independent 
contractor, if the sole proprietor, partner, or independent 
contractor is included as an employee under a health benefits 
plan of a small employer, but does not include employees who 
work less than 30 hours a week or work on a temporary or 
substitute basis. 

"Financially impaired" means a carrier which, after the 
effective date of this act, is not insolvent, but is deemed by the 
commissioner to "be potentially unable to fulfill its contractual 

Ii­obU,ations or a carrier which is placed under an order of 
I~

rehabilitation or conservation by a court of competent i 

jurisdiction. 
"Health benefits plan" means any hospital and medical expense 

incurred policy; health, hospital, or medical service corporation 
contract; health maintenance organization subscriber contract; or 
plans provided by MEWAs offered by a small employer pursuant • 
to section 4 of this act. For purposes of this act, "health benefits 
plan" excludes the following plans, policies, or contracts: 
accident only, credit, disability, long-term care, coverage for 
Medicare services pursuant to a contract with the United States 
lovemment, Medicare supplement, dental only or vision only 
issued as a supplement to liability insurance, coverage arising out 
of a workers' compensation or similar law, automobile medical 
payment insurance, or insurance under which benefits are payable 
with or without regard to fault and which is statutorily required 
to be contained in any liability insurance policy or equivalent 
self-insurance. 

"Late enrollee" means an eligible employee or dependent who 
requests enrollment in a health benefits plan of a small employer 
following the initial minimum 30-day enrolbent period provided I 
under the terms of thl'! health benefits plan. An eligible employee I 
or dependent shall not be considered a late enrollee if the 
individual was covered under another employer I s health benefits i 
plan at the time he was eligible to enroll and stated at the time 
of the initial enrollment that coverage under that. other Iemployer's health benefits plan was the reason for dec;lining 
enroUmenti has lost coverage under that other employer's health 
benefits plan as a result of termination of employment, the 
termination of the other plan's coverage, death of a spouse, or 

• 
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divorce; and the individual requests enrollment within 90 days 
after temliliation of coverage provided tinder another employer's 
health benefits plan: or if the indjvidual is employed by an 
employer under a MEWA which offers multiple health benefits 
plans. and the Individual elects a different plan during an open 
enrollment period: or if a court of competent jurisdiction has 
ordered coverage to be provided for a spouse or minor child under 
a covered employee's health benefits plan and request for 
enrollment is made within 30 days after issuance of that court 
oreier. 

"Member" means all carriers issuing health benefits plans and 
MEWAs providing health benefits plans in this State on or after 
the effective date of this act. 

"MEWA" means any multiple employer welfare arrangement as 
defined in section 3 of the rederal Employee Retirement and 
Income Security Act of 1914. Pub.L.93-406 (29 U.S.C. §1002). 
except for any such arrangement which is fully insured within the 
meaning of that act. 

"Plan of operation" means the plan of operation of the program 
including articles, bylaws and operating rules approved pursuant 
to section 20 of this act. 

"Preexisting condition provision" means a policy or contract 
provision that excludes coverage under that policy or contract for 
charges or expenses incurred during a specified period following 
the insured I s effective date of coverage. for a condition that, 
dUring a specified period immediately preceding· the effective 
date of coverage, had manifested itself in such a marmer as would 
cause an ordinarily prudent person to seek medical advice. 
diagnosis. care or treatment. or for which medical advice. 
diagnosis. care or treatment was recommended or received as to 
that condition or as to pregnancy existing on the effective date 
of coverage. 

"Program" means the New Jersey Small Employer Health 
Excess Reinsurance Program established pursuant to section 18 of 
this act. 

"Reinsuring carrier" means a a small employer cllrrier electing 
to obtain excess insurance in accordance in section 26 of this 
act." 

"Risk-assuming carrier" mear~ a small employer carrier 
electing to asswne risks pursuant to section 25 of this act." 

"Small employer" means any person, finn, corporation. 
partnership. or association actively engaged in business which, on 
at least 50 percent of its working days during the preceding 
calendar year quarter, employed at least two but no more than 49 
eligible employees, the majority of whom are employed within 
the State of New Jersey. In detennining the nwnber of eligible 
employees, companies which are affiliated companies shall be 
considered one employer, subsequent to the issuance of a health 
benefits plan to a small employer pursuant to the. provisions of 
this act, and for the purpose of detennining eligibility, the size of 
a small employer shall be detennined annually. Except as 
otherwise specifically provided, provisions of this act which apply 
to a small employer shall continue to apply' until the anniversary 
date next of the health benefits plan following the date the 
employer no longer meets the definition of 8 small en,~loyer. 
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"SmaU employer carrier" means any carrier or MEWA that 
offers health benefits plans coverins elisible employees of one or 
more small employers. 

"Small employer health benerits plan" means a health benefits 
plan for small employers approved by the commissioner pursuant - to section 23 of this act. 

2. Every health insurer. health service corporation, medical 
service corporation. hospital service corporation, and health 
maintenance organization licensed or authorized to provide 
health benefits or services in this State which offers health 
insurance policies or coverages covering two or more employees 
of a small employer shall be subject to the provisions of this act. 
Coverage shall be offered to all eligible employees and their 
dependents and shall not exclude any employee or eligible 
dependent on the basis of an actual or expected health condition. 

3. Notwithstanding the provisions of P. L.1991, c.187, every 
carrier subject to the provisions of this act shall, as a condition 
of transacting business in this State, offer to every small 
employer at least two health benefits plans. One plan shall be a 
Basic health benefits plan, as provided in section 4 of this act, 
and one shall be a Basic Plus health benefits plan, as provided in 
section 5 of this act. Initially, the offer shall be made within 90 
days of the filing with the commissioner of that carrier' s 
benefits plans. Thereafter, the plans shall be available to small 
employers on a continuing basis. Every small employer which 
elects to be covered under either. of the plans provided for under 
this act who pays the required premiwn therefor and who 
satisfies the other requirements of the plan shall be issued a 
policy or contract by the carrier. The carrier may establish a 
premium payment plan which provides installment payments and 
which may contain reasonable provisions to ensure payment 
security, provided that provisions to ensure payment security are 
reasonably related to the risk and are unifonnly applied. Every 
plan shall be in confonnance withthe guidelines established .,

pursuant to section 23 of this act, and each carrier I s plans shall .. 
be certified and filed with the commissioner pursuant to section 
24 of this act. 

4. A Basic heallh benefits plan shal! provide: 
a. Basic hospital expense coverage for a period of 21 days in 

each benefit year for each covered person for expenses incurred 
for medically necessary treatment and services rendered as a 
result of injury or sickness, including: 

(1) Daily hospital room and board, including general nursing 
care and special diets; 

(2) Miscellaneous hospital services, including expenSes incurred 
.' . 

for charses made by the hospital for services and supplies which 
are customarily rendered by the hospital and provided for usec 
only during any period of confinement; 

(3) Hospital outpatient services, including surgical and other 
services rendered on a day stay basis, hospital services rendered 
within 72 hours after accidental injury, and x-ray and other 

\-.­
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laboratory and other diasnostlc tests to the extent that benefits 
for such services would be provided if rendered to an inpatient of 
the hospital: 

-
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b. Basic medical-surgical expense coverage for each covered
 
person for expenses incurred for medically necessary services for
 
the treatment of sickness or injury for the following:
 

(1) Surgical services: 
(2) Anesthesia services, including the administration of 

necessary seneral anesthesia and related procedures in 
cOMection with covered surslcal services rendered by a physician 
other than the physician perfonning the surgical servicesi 

(3) Inpatient hospital services rendered to a person who is 
confined to a hospital for treatment of sickness or injury other 
than that for which surgical care is required: 

(4) Maternity benefits, including cost of delivery and pre-natal 
clre: 

c. Out-of-hospital physical examinations, including related 
x-rays. immunizations. and diagnostic tests, rendered on the 
following basis: 

(1) For covered minors of less than two years of age, up to six 
examinations during the first two yeal'S of life: 

(2) For covered minors of at least two years of age but not 
more than 18 years of age. no more than one physical 
examination at ages 3. 6. 9, 12, 15, and 18 years of age: 

(3) For covered adults of at least 19 years of age but less than 
40 years of age. one physical examination every five years: 

(4) For covered adults of at least 40 years of 8ge but less than 
60 years of age, one examination every three years: and 

(5) For covered adults of age 60 years or older, one 
examination every two years. 

Every physical examination rendered pursuant to this 
subsection shall be subject to such co-payments and deductibles 
as are provided for in the plan. 

d. The plan proVided for herein may. subject to the approval of 
the commissioner, with respect to health maintenance 
organizations. be modified as necessary to comply wi.th the 
provisions of subchapter Xl of Pub.L.93-~22 (42 U.S.C. 1300e et 
seq.). 

S. a. A Basic Plus health benefits plan shall provide the same 
benefits as the basic policy, as well as hospital and medical 
expense coverage in excess of the basiC policy as established and 
modified by the board from time to time. and approved by the 
commissioner. but in no case shall benefits provided for in the 
Basic Plus coverage exceed an actuarial value w"ich is 200/0 
greater than the actuarial value of the basic coverage provided 
pursuant to section 4 of this act. 

b. The benefits which may be provided in excess of the 
benefits in the basic plan may include, but shall not be limited to. 
additional inpatient hospital benefits, additional diagnostic tests. 
benefits directed toward the prevention of disease, provided that 
they are quantifiably cost effective. and additional medical and 
surgical expense benefits. 

c. At the discretion of the board, the· Basic Plus plan may 
provide for a selection of not more than three altemative benefit 
packages which may be selected by small employers according to I 
the needs of their work force. provided however, that no 

,.. 

combination of altemative benefits in addition to the basic 
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benefits shall exceed the actuarial value established in subsection 
a. of this section. 

6. a. Plans required to be offered pursuant to sections 4 or 5 
of this act shall be subject to coinsurance and deductibles, which 
may vary by selected portions of the coverage, except that no 
deductible applicable to any portion of the coverase shall exceed 
$250 for an individual or family unit during any benefit year, and 
no coinsurance applicable to any portion of the coverage shall 
exceed $500 for an individual or family unit during any benefit 
year. W\less provided by the board pursuant to section 23 of this 
act. Neither coinsurance nor deductibles shall be applicable to 
maternity beneFits. 

b. Except as provided herein, no law requiring the inclusion of 
any specified health care service or benefit and no law requiring 
the reimbursement. utilization, or consideration of a specific 
category of licensed health care practitioner shall apply to any 
Basic or Basic Plus health benefits plan provided for herein. 

7. Coverage provided pursuant to this act shall be subject to 
standard coordination of benefits provisions for all persons 
covered W\der the policy or contract. Notwithstanding the 
provision of any other law to the contrary, coverage provided 
WIder policies or contracts issued pursuant to sections 4 or 5 of 
this act shall not extend to any injury for which coverage is 
available or applicable pursuant to section 4 of P. L. 1972, c. 70 
(C.39:6A-4), and the coverage provided by a policy or contract 
issued pursuant to this act shall not be used as a substitute for 
any insurance required to be maintained pursuant to section 4 of 
P. L. 1972, c. 70 (C.39:6A-4). 

8. a. Except as otherwise provided by this act, a preexisting 
condition provision shall not exclude coverage for an eligible 
employee or dependent for a period beyond 180 days following the 
effective date of coverage of an eligible employee and may only 
relate to conditions manifesting themselves during the six months 
immediately preceeding the effective date of coverage in such a 
manner as would cause an ordinarily prudent person to seek 
medical advice, diagnosis. care or treatment or for which medical 
advice, diagnosis. care. or tr" ,j tment was recommended or 
received during the six months immediately preceding the 
effective date of coverage. or as to a pregnancy f:lxisting on the ~ 

1 
~effective date of coverage. 
~ 
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b. In detennining whether a preexisting condition provision 
applies to an eligible employee or dependent, all health benefits 
plans shall credit the time that person was covered under a 
previous employer based health benefits plan if the previous 
coverage was continuous to a date not more than 90 days prior to 
the effective date of the new coverage, exclusive of any 
applicable waiting period W\der such plan. 

9. Every polity or contract issued to small employers in this 
State including, but not limited to. policies or contracts issued 
pursuant to the provisions of this act shall be renewable with 
respect to all eligible employees or dependents at the option of 
the policy or contract holder. or small employer except W\der the 
following circumstances: 

i

I
j

I
I
I
I
I
I 

:
 

a. Nonpayment of the required premiwns by the policyholder, 
ct)ntrar:t holder, or employer; 

b. Fraud or misrepresentation of the pobcyholdel', UUiit;:ict 

holder. or employer or. with respect to coverage of eligible 
employees or dependents, the enrollees or their representatives; 

j
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c. The number of employees covered under the health benefits 
plan is less than the number or percentage of employees required 
by participation requirements under the health benefits poUcy or 
contract; 

d. Noncompliance wi th a carrier 0 s employment contribution 
requirements: 

e. The carrier withdraws the policy form. with the approval of 
the commissioner, in which case the .roup shall be offered an 
alttlmativc poUcy or contract by the carrier which offers 
comparable benefi tSi . 

f. Any carrier doing business pursuant to the provisions of this 
act ceases doing business in the small employer market, if the 
following conditions are satisfied: 

(1) The carrier gives notice to cease doing business in the 
small employer market to the commissioner not later than eight 
months prior to the date of the planned withdrawal from the 
small .roup market, during which time the carrier shall continue 
to be .ovemed by this act with respect to business written 
pursuant to this act: For the purposes of this subsection, "date of 
withdrawal" means the date upon which the first notice to small 
employers is sent by the carrier pursuant to para.raph (3) of this 
section; 

(2) No later than two months following the date of the 
notification to the commissioner that the carrier intends to cease 
doing business in the small employer market, the carrier shall 
mail a notice to every small business employer insured by the 
carrier that the policy or contract of insurance will be 
terminated. This notice shall be sent by certified mail to the 
small business employer not less than six months in advance of 
the effective date of the cancellation date of the policy or 
contract; 

(3) Any carrier that ceases to do business pursuant to this act 
shall be prohibited from writing new business in the small 
employer market for a period of five years from the date of 
notice to the commissioner. 

10. Late enrollees may be excluded from coverage: a. for 12 
months for all coverage; or b. for 12 months for a preexisting 
condition. No combined period (l~ total exclusion or exclusion for 
a pree)Cisting condition shall exceed 12 months. 

11. Any small employer carrier may require a reasonable 
specified minimum participation of eligible employees. which 
shall not exceed 15%, or reasonable minimum employer 
contributions in determining whether to accept a small group 
pursuant to this act. The standards so established by the carrier 
shall be first approved by the board and shall be applied uniformly 
to all small groups. except that in no event shall a carrier require 
an employer to contribute more than 10% to the annual cost of 
the policy or contract. or an amount as otherwise provided by the 

fboar-d, and any minimum participation standards established by 

I
I 

the carrier shall be reasonable. In establishing the percentage of 
employee participation. a one-to-one credit shall be given for 
each employee covered by a spouse I s health benefits coverage. I 

I 

12. a. Rate differentials of any small group policies or 
I 

contracts delivered. issued for delivery, or continued in this State 
may be based only on the factors of age, gender, and geography. 
No carrier shall issue any policy or contract in which the rates 
charged to any group exceed four times the base premium rate 
charged to the lowest-rated small employer group 



8
 

written by the carrier for a Uke benefits plan. 
b. In establishinS the ratins classtrtcatlolll provided for by 

subsection a. of this section. no carrier shall establish an excess 
of six ratins territories. and no ratins territory shall be any 
smaller than a county. 

c. No rate classifications based on age shall provide for rate 
chanles within any period which is less than five years. Age 
ranles. which shall be in five-year increments. shall be 
established by the commissioner by regulation and shall apply to 
all small IrouP policies. whether or not written pursuant to 
sections 4 and 5 of this act. 

d. The premium rates charged to any small employer for 
policies or contracts issued before the effective date of this act 
by any carrier shall. within three years of the effective date of 
thiS act. confonn to subsection a. of this section. The four to one 
ratio established by subsection a. of this section shall be applied 
separately to each type of benefits plan issued by the carrier. 

e. Notwithstanding the proVisions of subsection d. of this 
section to the contrary, the provisions of subsection a. of this 
section shall be applied separately to policies or contracts: (1) in 
the case of any small employer contracts issued by a hospital 
service corporation or medical service corporation or any 
successor corporation which constitute a closed block of business 
as of September I, 1991; or (2) in the case of any small employer 
policies issued under an open enrollment plan by any other health 
insurer which have not been offered for sale as of January I, 1989. 

f. Any premiwn charged for excess coverage for policies 
issued pursuant to sections 4 or 5 of this act shall be subject to 
the limitations provided for in this section. 

g. Rating classifications established by carriers for small 
group policies or contracts shall not operate to produce rates for 
any small employer group which are excessive. inadequate, or 
unfairly discriminatory. 

h. The provisions of this section shall apply to all small group 
business issued by any insurer in this State. whether or not 
written pursuant to section 4 or 5 of this act. 

13. In cOMecUon with the offering for sale of any policy or 
contract to a small employer, each small employer carrier shall 
make a reasonable di'lclosure. as a pa;' of its solicitation and 
sales materials, of the following: 

a. The extent to which premiwn rates for a specified small 
employer are established or adjusted based upon the actual or 
expected variation in claims costs: 

b. Any factors applicable to the policy or contract which are 
attributable to factors other than claim experience or duration of 
coverage, since issue, which affect changes in premiwn rates: and 

c. Provisions relating to renewability of policies and contracts. 
14. a. Every small employer carrier shall maintain at its 

principal place of business a complete and detailed description of 
its rating plan and underwriting practices. including renewal 
underwritins practices. Rating plans shall be based on commonly 
accepted actuarial assumptions and shall be in accordance with 
sound actuarial principles. This information shall be available to 

i 
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the commissioner upon request. Except in cases of any violation 
of this act. the information provided for herein shall be 
considered proprietary and trade secret information and shaH not 
be subject to disclosure by the commissioner to persons outside of 
the department except as asreed to by the small employer carrier - or IS ordered by a court of competent jurisdiction. 

b. Every small employer carrier shall file no later than March 
1 each year followins the effective date of this act, a 
certification signed by an actuary and attested by an officer of 
the insurer that the carrier is in compliance with the act and that 
the rating methods of the small employer are actuarially sound. 
A copy of the certification shall be retained by the small 
employer carrier at its principal place of business. 

15. a. No health maintenance organization shall be required to 
offer coverage or accept applications pursuant to sections 4 or 5 
of this act to a small employer if the small employer is not 
physically located in the health maintenance organization's 
appl'Oved service area. to an employee when the employee does 
not work or reside within a service area, or if the health 
maintenance organization reasonably anticipates and 
demonstrates to the satisfaction of the commissioner that it will 
not have the capacity in its network of providers within the 
service area to deliver service adequately to the members of such 
groups because of its obligations to existing group contract 
holders and enrollees. 

b. No small employer carrier shall be required to offer 
coverage or accept applications pursuant to this act for any 
period of time in which the commissioner determines that the 
requiring of the issuing of policies or contracts pursuant to this 
act would place the carrier in a financially impaired position. 

16. The provisions of sections 4 and 5 of this act shall apply to 
Basic and Basic Plus health benefits plans subject to this act 
which are delivered, issued for delivery, renewed or continued on 
or after the effective date of this act. 

17. a. Every policy or contract issued to a small employer in 
this State. including. but not limited to. policies or contracts 
which are subject to this act and which are delivered. issued. 
renewed. or continued on or after the effective date of this act. 
shall offer continued coverage under the plan to any employee 
whose employment was ter. ninated for a reason other than for 
causp. and to any employee covered by such plan whose hours of 
employment were reduced to less than 30 subsequent to the 
effective date of coverage for that employee. The employee 
shall make a written election for continued coverage within 30 
days of a qualifying event. For the purposes of this section. 
"qualifying event" shall mean the date of termination of 
employment, or the date on which a reduction in an employee's 
hours of employment becomes effective. For the purposes of this 
section. the date on which a health benefits plan is continued 
shall be the anniversary date of the issuance of the plan. 

b. Coverage continued pursuant to subsection a. of this section 

f 
I 
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shall consist of coverase which Is identical to the coverage 
provided under the policy or contract to similarly situated 
beneficiaries whose coverage has not been termlnatf!d or hours of 
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employment reduced. If coverage is modified under the policy or 
contract for any group of similarly situated beneficiaries, this 
coverage shall also be modified in the same manner for persons 
who are qualified beneficiaries entitled pursuant to subsection a. 
of this section to continued coverage. Continuation of coverage 
may not be conditioned upon, or discriminate on the basis of. lack 
of evidence of insurability. 

c. The health benefits plan may require payment of a premium 
by the employee for any period of continuation coverage as 
provided for in thiS section, except that the premiwn shall not 
exceed 102% of the applicable premiwn paid for similarly 
situated beneficiaries under the health benefits plan for a 
specified period. and may. at the elp.()tion of the payor, be made 
in monthly Installments. No premium payment shall be due 
before the 30th day after the day on which the covered employee 
made the initial election for continued coverage. 

d. Coverage continued pursuant to this section shall continue 
Wltil the earlier of the following: 

(1) The date upon which the employer Wlder whose health 
benefits plan coverage is continued ceases to provide any health 
benefits plan to any employee or other qualified beneficiary; 

(2) The date on which the. continued coverage ceases under the 
health benefits plan by reason of a failure to make timely 
payment of any premium required under the plan by the fanner 
employee having the continued coverage. The payment of any 
premium shall be considered to be timely if made within 30 days 
after the due date or within such longer period as may be 
provided for by the policy or contract; or 

(3) The date after the date of election on which the qualified 
beneficiary first becomes: 

(a) Covered Wlder any other health benefits plan, as an 
employee or otherwise, which does not contain a provision which 
limits or excludes coverage with respect to any preexisting 
condition of a covered employee or any spouse or dependent who 

~ is included Wlder the coverage provided the covered employee, f 
for such period of the limitation or exclusion; or 

(b) Eligible for benefits under Title xvm of the Social 
Security Act, Pub. L. 89-97 (42 U.S.C. §l395 et seq.). 

e. Notice shall be provided to employees at the 
commencement of (.(\'/era8e as to their continuation rights under 
the plan. A qualified .beneficiary may elect continuation 
coverage offered pursuant to this section no later than 30 days 
after the qualifying event. For the purposes of this section, 
"qualified beneficiary" means any person covered under a small 
employer group policy. 

f. The provisions of this section shall not apply to any person 
who is a qualified beneficiary for the purposes of continuation of 
coverage as provided in accordance with section 3011(a) of Title 
III of Pub. L. 100-647 (26 U.S.C. §4980B et al.). 

g. In no event shall any continuation of coverage provided for 
under this section exceed 12 months from the qualifying event. 

18. There is created a nonprofit entity to be known as the New 
Jersey Small Employer Health Excess Insurance Pro,ram. All 
carriers issuing health benefits plan policies and contracts in this 

1 

i
I
I
i

I
i 
I
I

I
t 



11 

State and any MEWA providing health benefits shal! be members 
of this proaram. The program shall be administered by the board 
of directors established pursuant to section 19 of this act. . 

19. a. Within 60 days of the effective date of this act, the .. commissioner shall give notice to all members of the time and 
place for the initial organizational meeting, which shall take 
place within 90 days of the effective date. The members shall 
select the initial board. subject to the approval of the 
commissioner. The board shall consist of 11 persons, including 
the Commissioner of Health and the commissioner or their 
designees, both of whom shall sit ex officio. Initially, three of 
the public member,; of thp. board shall bA elected for a three year 
term, three shall be elected for a two year term, and three shall 
be elected for a one year tenn. Thereafter, all board members 
shall be elected for a tenn of three years. The following 
categories shall be represented among the public members: 

(1) Two carriers whose principal health insurance business is in 
the small employer market; 

(2) One carrier whose principal health insurance business is in 
the large employer marketi 

(3) A health, hospital or medical service corporation; 
(4) A health maintenance organization; 
(5) A risk-assuming carrier; 
(6) A reinsuring carrier utilizing the excess coverage provided 

for in this act; and 
(1) Two persons representing small employers. 
No carrier shall have more than one representative on the 

board. 
b. If the initial board is not elected at the organizational 

meeting. the commissioner shall appoint the public members 
within 15 days of the organizational meeting, in accordance with 
the provisions of paragraphs (1) through (7) of subsection a. of \ 
this section. 

20. a. Within 90 days after the election of the initial board. 
the board shall submit to the commissioner a plan of operation 
which shall establish the administration of the program pursuant 
to the provisions of this act. The plan of operation and any 
subsequent amendments thereto shall be submitted to the 
commissioner who shall, after notice and hearing, approve the 
plan if he finds that it is re?-~')nable and equitable and sufficiently 
carries out the provisions of this act. The plan of operation shall 
become effective after the commissioner has approved it in 
writing. The plan or any subsequent amendments thereto shall be 
deemed approved if not expressly disapproved by the 
commissioner in writing within 90 days of receipt by the 
commissioner. 

b. [f the board fails to submit a suitable plan of operation 
within 90 days after its appointment. the commissioner shall, 
after notice and hearing, adopt and promulgate a temporary plan 
of operation. The commissioner shall amend or rescind any such 
plan promulgated by him upon the submission and approval of a 
plan submitted by the board pursuant to subsection a. of this 
section. 

21. The plan oC operation shall include, but not bo Umited to, 
the following: 
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a. A method of handling and accounting for assets and moneys 
of the program and an annual fiscal reporting to the 
commissioner: 

b. A means of providing for the fIlUng of vacancies on the 
board. subject to the ftpproval of the commissioner: 

c. A means of selecting an administering carrier. and a 
statement of the powers and duties of the administering carrier 
and the compensation of the administering carrier: 

d. The method to be used for securing excess insurance under 
the provisions of this act; . 

e. ThA method to be used for establishing appropriate excess 
insurance premiums to be charged to carriers electing to reinsure 
risks in accordance with this acti 

f. The method to be used to make up any shortfall which may 
occur as the result of risks being reinsured under the provisions of 
this act. 

I. A procedure for establishing the health benefits plans for 
which excess coverage is to be providedi 

h. Any additional matters which are appropriate to effectuate 
the provisions of this act. 

22. The board shall have the general powers and authority 
granted under the laws of New Jersey to insurance companies 
writing health insurance pursuant to Title 178 of the New Jersey 
Statutes. to health maintenance organizations approved or 
qualified to transact business in this State. and to health service 
corporations, medical service corporations, and hospital service 
corporations, but in no case shall the program established under 
this act write any policy or contract of insurance directly. In 
addition to the aforementioned powers, the board shall have the 
authority to: 

a. Enter into contracts as are necessary or proper to carry out 
the provisions and purposes of this acti 

b. Sued or be sued, including taking any legal actions as may 
be necessary for recovery of any assessments due to the program 
or to avoid paying any improper claimsi 

c. Issue excess insurance policies or other documents 
eVidencing such coveragei 

d. Establish rules, conditions, and procedures pertaining to the 
reinsurance of members' risks by the programi 

e. Establish appropriate rates, rate schedules, rate 
adjustments. rate classifications, and such other actuarial 
functions which may be appropriate to the operation of the 
program, for providing excess coveragei 

f. Assess members in accordance with the provisions of this 
act, including such interim assessments as may be reasonable and 
necessary for organizational and interim operating expenses. 
Such interim assessments shall be credited as offsets against any 
regular assessments due following the clOSE! of the fiscal yeari 

g. Appoint from among its members appropriate legal. 
actuarial. and other committees as necessary to provide technical 
assistance in the operation of the program, policy and other 
contract design. and any other function within the authority of 
the program: and 

h. Borrow money to effect 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 !"tay be carried 
as admi tted assets. 

f 
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23. Subject to the approval of the commlssi.oner, the board 
shall establish the fonn and level of coverages to be made 
available by small. employer carriers in accordance with the 
provisions of this act. The board may establish benefits levels, 
deductibles and copayments. elCclusions, and limitations for the 
Basic and Basic Plus health care plan, consistent with sections 4 
and 5 of this act. The board shall also determine what 
components of a small employer'S health benefits plan may be 
reinsured. 

One health care plan shall be established which contains 
benefits and cost sharinlj levt:ls which Bfe consistent with the 
basic method of operation and the benefits plans of health 
maintenance organizations, including any restrictions pursuant to 
subchapter XI of Pub.L. 93-222 (42 U.S.C. 8300 et seq.). The 
board shall submit the plans so established to the commissioner 
for his approval no later than 90 days after the election of the 
board pursuant to section 19 of this act. The commissioner shall 
approve the plan if he finds it to be consistent with the provisions 
of sections 4 and 5 of this act. Any plans submitted to the 
commissioner by the board shall be deemed approved if not 
expressly disapproved in writing within 60 days of its receipt by 
the commissioner. Such plans may contain, but shall not be 
limited to, the following provisions: 

a. Utilization review of health care services, including review 
of medical necessity of hospital and physician services; 

b. Managed care systems, including large case managementj 
c. Provision for selective contracting with hospitals, 

physicians. and other health care providers; 
d. Reasonable benefits differentials which are applicable to 

participating and nonparticipating providers; 
e. Notwithstanding the provisions of section 6 of this act to 

the contrary, the board may, from time to time, adjust 
coinsurance and deductibles; and 

f. Such other provisions which may be quantifiably established 
to be cost containment devices. 

24. After the commissioner's approval of the health benefits 
plan guideUnes formulated by the board pursuant to section 23 of 
this act, a small employer carrier shall file its policy or comract 
fonns with the commissioner and shall certify to the 
commissioner, in a form reqm. Jd by the commissioner, that the 
plans fued by the carrier are in compliance with the guidelines 
established by the board. The certification shall be signed by the 
chief executive officer of the carrier. Upon fiUng· the 
certification with the commissioner. the carrier may use the 
certified plans until sur.h time, after notice and hearing, as the 
commissioner disapproves their continued use. 

25. Every small employer carrier shall elect to be either a 
risk-assuming carrier or a reinsuring carrier and shall file notice 
of such election with the board. Carriers electing to be a 
risk-assuming carrier shall do so only with the approval of the 
commissioner. AppUcation for risk-assuming status shall be filed 
with the commissioner on a form approved by the commissioner, 
and shall be deemed approved if It is not disapproved in writing 

f 
i
 

J
 

,I
i 

\ ..."':':...... ...'.;..'·e··
':",..,.,-,'" 



\4 

within 90 days of the commissioner's receipt of the application. 
In detennining whether to approve an application by a small 
employer carrier to become a risk-assuming carrier, the 
commissioner shall consider the carrier's financial concUtion, its 
history of assuming and managing risk. and its experience in- managing small group business. The commissioner may also seek 
comments from the board prior to rendering a decision on the 
application. Any carrier which has made application for a 
risk-assuming status which has been disapproved by the 
commissioner shall be granted a hearing within 60 days of the 
disapproval. 

26. a. Any member which elects to be a reinsuring carrier 
may obtain excess insurance from the program on any new small 
employer group policy or contract issued pursuant to sections 4 or 
5 of this act, on any small employer group. or any individual 
beneficiary for any amount payable for eligible claims in excess 
of $7,500 per covered beneficiary per year. In such case. the 
program shall provide the excess coverage subject to the payment 
by the reinsUring carrier of an appropriate reinsurance premium. 
Covera8e may be reinsured within 60 days of the commencement 
of the employer's coverage with the small employer carrier. 
With respect to eligible employees and their dependents who are 
hired subsequent to the commencement of the employer' s 
coverage and who are not late enrollees to the plan, coverage 
may be reinsured within 60 days of the commencement of their 
coverage under the plan. Excess coverage may be tenninated 
with respect to any employee or dependent on any plan 
anniversary. 

b. Election to purchase excess coverage through the program 
shall be binding for a five-year period, except that the initial 
election shall be made within 30 days of the submission to the 
commissioner of the plan of operation provided for in section 20 
of this act, and shall be effective for two years. , 

21. Every member which elects to be a reinsuring carrier shall 
apply its case management and claims handling techniques, 
including, but not limited to, utilization review, individual case 
management, preferred provider provisions and other methods of 
operation, in the same manner wi th respect to both reinsured and 
non-reinsured business. 

28. a. Premium rates charged by the program for entire 
groups shall not exceed 1.5 times the rate established by the 
board for similar groups for which excess coverage has not been 
purchased. In computing the premium, the board shall establish a 
rate from which the premium shall be computed which is not less 
than the average rate for like risks for the small group market as 
a whole. 

b. Premium rates charged by the program for individuals shall 
, 

not' exceed 5.0 times the rate established by the program for I
similar persons for which excess coverage has not been purchased. 

c. Premium rates charged for excess insurance by the program I
i 

to a health maintenance organization that is approved by the 
United States Secretary of Health and Human Services as a 
federally qualified health maintenance organization pursuant to 
subchapter Xl of Pub. L. 93-222 (42 U.S.C. §300e et seq.). and as 
such is subject to requirements that Limit the amount of risk that i tmay be ceded to the program. shall be reduced to reflect the 
portion of the risk so ceded. j 
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d. Premium rates charged for excess Insurance shall not be 
charged directly back to the group or Individual for whom the 
excess insurance is being obtained. 

29. a. FollowinS the close of each fiscal year of the 
administering carrier. the administering carrier shall determine 
the net premiums. the administrative expenses of the program 
and the incurred losses. if any, for the year. taking into account 
investment income and other appropriate gains and losses. 
Health benefits plan premiums and benefits paid by a member 
that are less than an amount determined by the board to justify 
the cost of collection shall not be considered for purposes of 
detennining assessments.. For the purposes of this section, "net 
premiwns" means health benefits plan premiums, less 
administrative expense allowances. and health benefits plan 
premiums earned by MEWAs shall be established by adding the 
paid losses and administrative expenses of such associations. 

b. Any net loss for the year shall be recouped by assessments 
of m~mbers. Assessments shall first be apportioned by the board 
amana all reinsurins carrier members in proportion to their 
respective shares of the plan premiums earned in this State from 
health benefits plans covering small employers during the 
calendar year coinciding with or ending during the fiscal year of 
the proaram, or on any other equitable basis reflecting coverage 
of small employers as may be provided in the plan of operation. 
In makins this determination, the board may base the assessments 
upon annual reports and other data filed by the member small 
employer carrier. 

c. If the net loss is not recouped before assessments totaling 
4% of the aggregate premiums from policies or contracts 
covering small employers have been collected from reinsuring 
small employer carriers, additional assessments not to exceed 1% 

of the aggregate premiums from all health benefits policies or 
contracts shall be apportioned by the board among all members, 
including risk-assuming carriers, in proportion to their respective 
shares of the total health benefits plan premiums earned in this 
State from all health benefits plans during the preceding calendar 
year. A carrier shall receive a credit against this assessment to 
the extent the carrier CilJ'l demonstrate that its assumption of 
high-risk small employer 6roUPS which are not reinsured is 
proportionate to its market share of small employer health 
benefits plans. as such groups an~ market shares are defined by 
the board in the plan of operation. A carrier shall not be assessed 
for all individual non-group contracts or policies issued on a 
guaranteed issue basis or on any coverage issued by the carrier 
pursuant to the Medicaid program, P.L.1968, c.413 (C.30:4D-1 et 
seq.). 

d. If assessments exceed actual losses and administrative 
expenses of the program, the excess shall be held at interest and 
used by the board to offset future losses or to reduce program 
prp.mjum~. A~ used in this sub-tier-tinn, .. futurFl 10SSA/;" includes 
reserves for incurred but not reported claims. 

e. Provision may be established in the plan of operation for the 
imposition of an interest penalty for late pBYment of asseSsments. 

I
I
I

I 
I
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30. A member may seek from the commissioner a defennent in 
whole or in part from any assessment levied by the board. The 
commissioner may grant the deferment if, in his opinion. the 

-


..,
 

plyment of the assessmemt would endanger the ability of the 
member to fulfill Its contractual obligations. In the event an 
assessment against a member is deferred In whole or in part, the 
amount by which the Issessment is deferred may be assessed 
Illinst the other members in a manner consistent with the basis 
for assessment set forth in this act. The member receiving a 
defannent shall remain liable to the program for the amount 
deferred and shall be prohibited from reinsuring any individuals Dr 
groups in the program if it fails to pay assessments. 

31. A small employer carrier which elects to cease 
participating as a reinsuring carrier and elects to become a 
risk-assuming carrier shall be prohibited from reinsuring or 
continuing to reinsure any small employer health benefits plan 
pursuant to this act. Any reinsuring carrier electing to become a 
risk-assuming carrier shall pay a prorated assessment based upon 
business issued as a reinsuring carrier for any portion of the year 
that the business was reinsured. 

32. a. The board may establish a subcommittee to monitor the 
market conduct of risk-assuming carriers and reinsuring carriers 
to assure that the provisions of this act are being carried out. 
The subcommittee shall. from time to time. recommend for the 
approval by the commissioner market conduct requirements for 
carriers and agents. The subcommittee shall also, in conjunction 
with the department. publish a list of all small employer carriers. 
as well as a list of toll free telephone numbers Which are easily 
accessible by small employers. In the event that the board 
believes that any carrier is violating any provision of this act or 
is conducting itself improperly in the marketing or sale of its 
small group business. whether issued pursuant to this act or 
otherwise. it shall report this to the commissioner, who shall 
conduct an investigation of that carrier. including. but not 
limited to. an aumt of the carrier I s records. 

b. The board shall also establish guidelines to ensure that small 
employer carriers are assuming their share of high risk small 
employer groups in I1roportion to their market shar~ of small 
employer health benefits plan business. In the event that any 
carrier does not assume its reasonable share of the high risk 
market. the board may adjust the assessment formula. with the 
approval of the commissioner. to require a proportionally higher 
assessment for the carrier. 

33. Any carrier which violates this act shall be subject to a 
penalty assessment, as detennined by the commissioner, whether 

I
1or not the carrier is a risk-assuming carrier or a reinsuring i

carrier. 
34. The excess insurance program established pursuant to this 

act shall be exempt from any taxes levied by the State, including 
premium taxes. 

35. No carrier writing small employer group insurance business • 
pursuant to this act shall insure any small group under ,a policy or 

~ 

contract of insurance provided for in sections 4 or 5 of this act, 
which small group is insured by any carrier as of the effective 
date of the act or during the calendar year immediately 
preceding. 
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36. No later than one year following the effective date of this 
act and at least BMually thereafter for the subsequent four 
years, the board shall conduct a review of the small group 
insurance market to examine the effectiveness of the insurance 
provided for in this act in terms of its acceptance among small 
employers and the adequacy of the benefits provided for. The 
review shall determine whether an additional product or products 
should be made available WIder the progr.am provided for by this 
act. including major medical coverage. In addition. the board 
shall analyze 'the effect of the four to one premium ratio 
established pursuant to section 12 of this act to detennine 
whether the relationship of the high-to-Iow rates established 
pursuant to that ratio are inequitably distributed throughout the 
smllll group market. and whether the ratio so established can be 
further reduced without negative economic effect on any group. 

The board shall report to the Govemor and the Legislature 
after each review required by this section. and include any 
recommendations it may have with respect to the modification or 
augmentation of the program. 

31. A carrier which violates any provision of this act shall be 
liable to a penalty of not less than $2.000 and not greater than 
$5.000 for each violation. The penalty shall be collected by the 
commissioner in the name of the State in a summary proceeding 
in accordance with "the penalty enforcement law," N.J.S.2A:58-1 
et seq.. 

38. No assessment provided for under this act shall. under any 
circumstances, be an obligation of the State. 

39. This act shall take effect immediately. 

Requires certain insurers, service corporations and HMOs to offer 
basic health insurance plans to small businesses; establishes a 
reinsurance program. 

/
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STATE OF NEW JERSEY 
EXECLTlVE DEPART:\IE:\lT 

September la, 1992 

SENATE COMMITTEE SUBSTITUTE FOR
 

SENATE BILL NO. 371
 

To the Senate: 

Pursuant to Article V, section I, Paragraph 14, of the New 

Jersey Constitution, I herewith return Senate Committee Substitute 

for Senate Bill No. 371 with my objections for reconsideration. 

This nation is currently undergoing a health care crisis of 

truly massive proportions. We continue to make stunning progress in 

the face of profound medical challenges, with amazing scientific 

discoveries that ease our pain and save us from terrible diseases. 

And yet we have failed miserably at solving the political problems 

that keep the doors of quality and affordable health care closed to 

millions of Americans. In New Jersey alone, 800,000 citizens wake 

up every morning without any health insurance coverage. These hard 

working men and women live every day of their lives not knowing how 

they would possibly pay for their medical bills if they were to 

become sick, or to get seriously hurt in an accident. 

In this country, more and more of ouf citizens are finding it 

iIllpossible to pay health insurance premiums that have spiralled 

upward as their paychecks have shrunk. These citizens are forced to 

choose between getting medical insurance and putting food on the 

table. And those who can afford to pay these premiums know that 

they are supporting a health care industry that is totally out of 

control. They know that the inflated premiums they pay are a 

reflectior of a system plagued by massive inefficiency. In this 

system, up to 40 cents out of every premium dollar goes to feed the 
,- .. 

insurance bureaucracy, which is~~oi:-e interested in spending its 

resources deciding who not to cover, than paying people's medical 

bills. Premiums are rising uncontrollably because none of the 

participants in the process -- doctors\ hospitals, attorneys, 

insurance companies, and, yes, even patie~ts themselves -- have any 
'.. 

\ 
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incentive to behave in a way that keeps costs down. The 

inefficiency and the waste multiplies every step of the way, and 

then gets passed on to the premiums we all must pay. 

That is why I am pleased that, at the national level as well as 

here in New Jersey, our citizens have placed health care reform at 

the top of our social agenda. Our citizens will no longer tolerate 

delay. They demand effective reform, and they demand it now. 

I accept this challenge, because I believe the citizens of this 

state deserve much better. That is why, as Governor, I have 

consistently advanced policies that widen access to health care. I 

have vigorously advocated policies that make health insurance more 

affordable. 

In April of this year, in a speech to the New Jersey Hospital 
Ito 

Association, I laid out a comprehensive plan for health insurance 

reform that, I believe, would make New Jersey a national leader in 

health care pol icy. The health care problem, of course, is a 

terribly complicated one, and admits of no easy solution. No single 

piece of legislation will ever fix the system entirely. Indeed, our 

ability to succeed will ultimately depend on the courage of our 

elected officials in Washington, D.C., at the level of government 

that is best equipped to grapple with a _problem that does not 

respect state boundaries . 

. However, as I indicated in April, I believe we can achieve real 

progress right here in New Jersey, right now in 1992. I believe we 

have the opportunity to make New Jersey a national leader in health 

insurance reform, by enacting legislation that contains two 

essential components: open enrollment and community rating. 

Unlike many of our counterparts in Europe and Asia, this country 

does not guarantee its citizens access to affordable health care. 

In this country, one's ability t~ gbtain affordable health care is 
'~'.~ 

at the mercy of a market that is more flawed than free. Health 

insurance corporations are currently allowed to pick and choose 

their customers. They are not required ~o make insurance available 
\ 
~ 

to small groups or to individuals, and-they are free to deny health 
~•insurance to anyone they conclude is too mU9h of a health risk • . 

\ 
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This laissez-faire attitude leaves enormous gaps in the market 

that swallow hundreds of thousands of this state's citizens. In 

this system, access to health care coverage depends upon whether you 

are lucky enough to work for an employer that is large enough to 

command the attention of insurance corporations. Absent any 

restrictions, insurance companies naturally prefer to deal with 

larger employers, which generally offer bigger pools of employees 

and thus larger margins of profit. 

This is why we see so many stories in the news of families 

without insurance who are forced to reach out to their neighbors and 

friends for financial support in order to pay for life-saving 

treatment. I recently met with Roslyn Schwartz, w.hose personal 

courage and determination are a model to everyone. After surviving 
... 

a series of surgeries to remove tumors from throughout her body, 

Roslyn is now in remission from cancer. But rather than spend her 

days cherishing a life she very nearly lost, Roslyn suffers every 

day from the anguish of not knowing how she will pay $9,000 in 

medical bills that hang over her head, with a yearly income of less 

than $6,000. She continues to live without health insurance, 

because no health insurance company will offer her coverage, and 

because she would not even be able to afford it if one did. Worst 
~.. 

of all, Roslyn cannot pay for critical follow-up tests that would 
. 

catch a recurrence of her cancer early on, when it can be treated. 

Convinced that government had abandoned her, and the thousands 

like her who have fallen through the cracks~ Roslyn set out to march 

61 miles from Ridgefield to Trenton, to carry her message to our 

elected officials that the time has come for reform. On August 12, 

on the third day of her march, I met with her in a diner in 

Elizabeth. I told her that I had heard her cries. I asked her to 

end her march, because her mess~e had been heard not only in, .. ~ 

Trenton, but across this state. I vowed to fight for Roslyn, and 

for the hundreds of thousands of citizens like her who have the 

right to be treated with dignity and respect at the most critical 
\:. .. 

time of their lives. 
~ 
o 

Because o.f people like Roslyn schwart~ I strongly support a 
\ 

pol icy of universal access to health insurance, coupled with a 

."
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policy of open enrollment. In this state, we must require health 

insurance companies to offer coverage to all, and to deny coverage 

to none. We need to require insurance companies to exercise greater 

responsibility. In New Jersey, the privilege of selling insurance 

to some should carry with it a duty to provide the same coverage to 

all. And we need a policy of open enrollment -- that is, a policy 

that requires insurance companies to accept all who apply, not just 

those who are young, but those who are elderly, not just those who 

are healthy, but those who are ill. 

I realize, moreover, that forcing insurance companies to extend 

coverage to small groups means nothing if that coverage is 

inadequate, discriminatory, or prohibitively expensive. We need to 

extend coverage to all of our citizens, but we cannot make the .. 
critical mistake of doing so only in form. That is why, when 

requiring insurance companies to extend. health care coverage to 

everyone, we must make certain to lay down some fundamental ground 

rules. 

Along with states such as Vermont and New York, this state 

should embrace community rating, which would prohibit insurance 

companies from discriminating on the basis of demographic factors 

such as age, gender, and occupation. The, whole point of insurance 
0:. . 

is that it provides us with an opportunity to share equally in the 
, 

health risks we all face as individuals. It makes no sense to have 

a system in which insurance companies spend' an enormous amot,lnt of 

resources trying to discriminate between individuals. Whatever 

benefit we might get from a system that imposes higher costs upon 

the most unfortunate is more than outweighed by the enormous 

administrative cost this system passes along to everyone. We should 

simply eliminate this administrative red tape from the system, bring 

the overall cost down, and char~~~veryone an equitable rate. Not 

only will the overall cost of insurance go down, but the system will 

become more competitive: with every company forced to charge a 

single rate per plan, it will be easier ~or consumers to compare the 
• 

products 'offered by these insurance companies. 
~•

In order ·to permit an orderly transactl?n to the new system, the 

reforms described herein would be phased in over a four-year 
."
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period. over this period, the use of rating factors, such as age, 

gender, geographic location and occupation, would be completely 

eliminated. This planned, phasing-in process would minimize any 

precipitous rate increases to young, healthy groups and permit both 

the public and the insurance industry the opportunity to adapt to 

the new system. 

These are the components of health care reform that I believe 

are essential. with these changes, we can make New Jersey a 

national leader in health care reform. But we must have the courage 

-- inspired by people like Roslyn Schwartz -- to follow through with 

these changes, however unpopular to certain interest groups. Health 

care reform is far too important to the citizens of this State for 

us to settle for half-measures, or empty promises. 
lj, 

The bill that I am returning to the Legislature today represents 

a welcome nod in the direction of health care reform. This bill 

would require insurance companies doing business in this State to 

make minimal coverage available to small businesses. I commend the 

Legislature for presenting me with a bill that contains the rough 

outlines of one essential component of health care reform. 

I am returning this bill to the Legislature, however, because it 

lacks certain components of reform that are essential to real 
r, 

change. This bill would require insurance companies to offer 

insurance policies to small businesses, but it would allow these 

companies to fulfill this obligation with skeleton policies that 

carry stiff pricetags, discriminate against certain policyholders, 

and exclude individuals wit~ the greatest need for coverage. This 

bill does not require community rating, which would allow insurance 

companies to continue to waste enormous amounts of resources in 

making fine statistical discriminations between their policyholders, 

so that they can charge higher p~~ums on the basis of factors such 

as age, gender, and occupation. This bill would only require 

insurance companies to offer minimal, bare-bones policies, which 

would deny policyholders the option of cqmprehensive coverage. 
\, 

Furthermore, this bill would do for qealth insurance what the 
11 

JUA (the Joint Underwriting Association) "\lid for car insurance. 
\ 

This bill would establish the "New Jersey Small Employer Health 
."
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Excess Reinsurance Program," which would be administered by an 

ll-member bo'ard composed primarily of representatives of the 

insurance industry. Insurance companies would be authorized to dump 

so-called "bad risks" into this state-sanctioned program. Given our 

recent experience with the JUA, I am surprised that the Legislature 

would want to take a similar chance in the area of health care. 

with the JUA, the state was ultimately held responsible for bailing 

out a system that ran itself into deep deficit. We cannot expose 

our taxpayers to a similar obligation with health insurance. 

Although the Legislature proposes to solve this problem with a 

provision that would technically absolve the state from financial 

responsibility, the political pressure to bailout the system would 

be intense were the program ever to run into deficit. I simply 

cannot sanction the creation of a health insurance counterpart to 

the failed JUA. 

For all of these reasons, I am returning this bill to the 

Legislature with recommendations that it adopt amendments that would 

turn this bill into legislation of which we can be proud~ I am 

recommending that this bill be modified to provide for open 

enrollment, so that 'no one will be denied access to health care 

coverage. I am recommending that the Legislature adopt communityJ; _ 

rating, to eliminate red tape from the system and to ensure equity 

in the setting of premiums. I am recommending that the Legislature 

require insurance companies to sell the same five standard polieies 

to b~ determined by the industry, which will both reduce 

administrative costs for insurers and providers and which will help 

to make this process more intelligible to consumers. The 

requirement that insurance companies offer five standard policies to 

be determined by the industry will also ensure that the small 

business community is able to cO~~fe like products. To facilitate 

this cost-shopping, I will require that the Department of Insurance 

annually publish the prices charged by insurance companies for each 

of these five policies. 
\ .. 

I am also recommending that the Legis\ature eliminate the health 
• 

insurance version of the JUA that this bil~proposes. In its place, 
\ 

I am recommending that the Legislature establish a mechanism that 

.</
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allows risk to be spread across as wide a base as possible but at 

the same time maximizes the incentive of each carrier to manage risk 

and control costs. 

with these changes, this legislation could represent an historic 

moment for New Jersey. For the first time in this state's history, 

citizens working for small businesses would be guaranteed access to 

health care. Insurance companies would no longer be free to deny 

those who are in the greatest need of coverage. Coverage would be 

comprehensive. Premiums would be fairer. And the system would run 

more efficiently. 

I realize that the action I am taking today may not be very 

popular with certain interest groups. Even though my proposals 
II> 

enjoy the endorsement of a number of segments of the health care 

industry, it is no secret that the health insurance industry as a 

whole opposes the kinds of changes I have been fighting for. I am 

confident, however, that the Legislature will consider my proposals, 

and act upon them, in a manner that reflects an understanding of our 

obligations to the people of this state, and the needs of people 

like Roslyn Schwartz. Inspired by her courage, we must strive to 

make a difference. Along the way, we mlfSt resist the political 

temptation to placate certain powerful groups, and to cover our 

tracks with actions that look like "change" but which are mere 

shadows of reform. Our citizens are tired of elected officials who 

talk loudly of "change," but are unwilling to translate political 

rhetoric into real and e~fective action. I encourage the 

Legislature to join me in answering the people's call to solve the 

health care crisis in a way that they deserve. This bill only 

addresses small group health insurance reform. A separate piece of 

legislation is pending which wqJ.l~", address individual insurance 

reform and I am anxious to work with the Legislature on that matter. 

\' 
o 
'\. 

\ 

~.
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Therefore, I herewith return Senate Committee Substitute for 

Senate Bill No. 371 and recommend that it be amended as follows: 

Page 1, Title, Line 2 : After "offer" delete "basic" insert 
"standardized" 

Page 1, Title, Lines 3-4: After "to" delete "certain employers" 
insert "small groups" 

Page 1, Section 1, After Line 16: Insert new definition as 
follows: "Anticipated loss ratio" means the ratio of the present 
value of the expected benefits, not including dividends, to the 
present value of the expected premiums, not reduced by dividends, 
over the entire period for which rates are computed to provide 
coverage. For purposes of this ratio, the present values must 
incorporate realistic rates of interest which are determined before 
federal taxes but after investment expenses. 

Page 1, section 1, Lines 17-32: Delete in entirety 

Page 1, Section 1, Line 36: After "organization" delete "or MEWA" 

Page 2, section 1, After Line 2: Insert new definition as follows: 
"community rating" means a rating methodology in which the premium 
f~r all persons covered by a policy or contract form is the same 
based upon the experience of the entire pool of risks covered by 
that policy or contract form without regard to age, gender, health 
status, residence or occupation." 

Page 2, section 1, Line 8: After "of" delete "30" insert "25" 

Page 2, Section 1, Line 13: After "than" delete "30" insert "25" 

Page 2, Section 1, Line 23: After "contract" insert "or" after 
second "contract" delete "or" 

Page 2, Section 1, Line 24: Delete "plans provided by MEWAs"; after 
"by" insert "any carrier to a"; after "employer" insert "group" 

Page 2, section 1, Lines 50-51: After "plan;" delete "or if the 
individual is employed by an employer under a MEWA" 

Page 3, Section 1, Line 4-5: After "plans" delete "and MEWAs 
providing health benefits plans" 

Page 3, Section 1, Lines 7-11: De1et~ in entirety 

Page 3, Section 1, Line 14: After "sectiontl delete "20" insert "15" 

Page 3, Section 1, Line 27: After "section" delete "18" insert "12" 

Paqe 3, Section 1, Line 30: After "to" delete "obtain excess 
insurance" insert "receive reimbursement from the Program"; after 
"accordance" delete "in" insert "wit.h"; after "section" delete "26" 
insert "12" 

Page 3 , Section 1 , Line 33: Delete "25" insert "18" 
- JO" ....' ..Page 3 , Section 1, Line 49 After "carrier" delete "or MEWA" 

Page 3 , section 1, Line 54: After "section" delete "23" and insert 
"17" 

Page 4, Sections 3 and 4, Lines 10-54: "Delete in entirety and 
insert new section as follows: • 

"3. a. Every small employer carrier slaall, as a condition of 
transacting business in this State, offer ~o every small employer 
the same five health benefit plans. The bGard shall establish a 
standard policy form for each of the five plans, which shall be the 
only plans offered to small groups on or after January 1, 199t. One 
policy form shall contain the benefits provided for in sections 55, 
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57, and 59 of P.L. 1991, c.187 (C. ). The rema1n1ng policy forms 
shall contain basic hospital and medical-surgical benefits, 
including, but not limited to: 

1. Basic inpatient and outpatient hospital care; 
2. Basic and extended medical-surgical benefits; 
3. Diagnostic tests, including x-rays; 
4. Maternity benefits, including pre-natal and post-natal care; 
5. Preventive medicine, including periodic physical 

examinations and innoculations .. 

At least three of the forms shall provide for major medical benefits 
in varying lifetime aggregates, one of which shall provide at least 
$1,000,000 in lifetime aggregate benefits. The policy forms 
provided pursuant to this section shall contain benefits 
representing progressively greater actuarial values. 

b. Initially, a carrier shall offer a plan within 90 days of the 
approval of such plan by the commissioner. Thereafter, the plans 
shall be available to all small employers on a continuing basis. 
Every small employer which elects to be covered under any health 
benefits plan who pays the premium therefor and who satisfies the 
participation requirements of the plan shall be issued a policy or 
contract by the carrier. 

fl, c. The carrier may establish a premium payment plan which 
provides installment payments and which may contain reasonable 
provisions to ensure payment security, provided that provisions to 
ensure payment security are uniformly apPlied. 

d. In addition to the five standard policies described in 
SUbsection 3.a., the board may develop up to five rider packages. 
Any such package which a carrier chooses to offer shall be issued to 
an small employer who pays the premium therefor, and shall be 
SUbject to the rating methodology set forth in section 9 of this 
act." 

Page S. sections 4 and S. Lines 1-50: Delete in entirety 

Page 5. section 6. Line 51: Delete u6." and insert "4." after 
"offered" delete "pursuant to sections 4 ...and 5" and insert "under 
this act may" r, .. 

Page 5, section 6 . Line 52: Delete "of this act shall" 

Page 6, Section 6. .Line 4 : After "section" delete "23 u and insert 
"17" 

Page 6. Section 6. Line 7-11: Delete in entirety 

Page 6. section 7. Line 12: Delete "7" and insert "5" 

Page 6. section 7. Line 15: After "contrary," delete ucoverage 
provided" and insert "the health benefits plan with the lowest 
actuarial value provided under" 

Page 6. Section 7. Line 16:' Delete in entirety 

Page 6. Section 7. Lines 19-20: ".:;Jffter "and" delete "the coverage 
provided by a policy or contract issued pursuant to this act" and 
insert "that health benefits plan" 

Page 6. section 8. Lines 23-34: Delete in entirety and insert new 
SUbsection as follows: . 

"6. a. No health benefits plan sUbjedt to this act shall include 
any pre-existing condition provision, 'provided, that a pre-existing 
condition provision may apply to a late enrollee or to any group of 
two-to-five persons if such provision excldpes coverage for a period 
of no more than 180 days following the effe~tive date of coverage of 
such enrollee, and relates only to conditions manifesting themselves 
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during the six months immediately preceding the effective date of 
coverage of such enrollee in such a manner as would cause an 
ordinarily prudent person to seek medical advice, diagnosis, care or 
treatment or for which medical advice, diagnosis, care, or treatment 
was recommended or received during the six months immediately 
preceding the effective date of coverage, or as to a pregnancy 
existing on the effective date of coverage; provided, that if 10 or 
more late enrollees request enrollment during any 30 day enrollment 
period, then no pre-existing condition provision shall apply to any 
such enrollee." 

Page 6. section 8. Line 37: After "under" delete "a" and insert 
"any" 

Page 6. section 8, Line 38: After "previous" delete "employer based" 

Page 6. section 9. Line 42: Delete "9." insert "7." 

Page 6. section 9. Lines 43-44: After "state" delete "including, 
but not limited to, policies or contracts issued pursuant to the 
provisions of this act" 

Page 7. section 9 . Lines 5-8: After "e." delete in .entirety 

Page 7. Section 9. Line 9: Delete "f. " 
Co 

Page 7 . Section 10. Lines 34-37: Delete in entirety 

Page 7 . section 11, Line 38: Delete "11. " and insert "8. " 
Page 7. section 12. Lines 51-54: After "12. a." delete in entirety 
and insert new section 9 as follows: 

"9. a. (1) Effective January 1, 1997, no small employer health 
benefits plan shall be issued in this state unless the plan is 
community rated. 

(2) During the period beginning on January 1, 1994 and ending 
December 31, 1995, the premium rate charged by a carrier to the 
highest rated small group purchasing a small employer health 
benefits plan shall not be greater than 300% of the premium rate 
charged to the lowest rated small group purchasing that same health 
benefits plan. 

(3) During the period January 1, 1996 to December 31, 1996, the 
premium rate charged by a carrier to the highest rated small group 
purchasing a small employer health benefits plan shall not be 
greater than 200% of the premium rate charged for the lowe$t rated 
small group purchasing that same health beriefits plan. 

(4) The Commissioner of Insurance shall study the impact on the 
health insurance marketplace of the transition from the rating 
methodology described in SUbparagraph (3) of this section to 
community rating. In making this study the commissioner shall 
consult with representatives of the health insurance industry, 
health care providers, consumer and public interest groups and such 
other persons with expertise deemed relevant by the commissioner. 
The commissioner shall report his findings to the Governor and the 
Legislature, on a day that the ~~islature is in session, on or 
before July 1, 1996. If the Leg~slature does not take action within 
60 days after its receipt of the commissioner's report, to amend 
this act, community rating will become effective on January 1, 1997. 

b. Notwithstanding any other provision of law to the contrary, 
group hospital or medical coverage obtai~ed through an out-of-state 
trust covering a group of 49 or fewer employees or participating 
persons who are residents of this state shall be community rated 
regardless of the situs of delivery of the\policy.

'. 
c. Notwithstanding any other provision of law to the contrary, 

no carrier offering any health benefits plan pursuant to the 
."
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provisions of this act shall act to circumvent the intent of this 
act by acting as a third party administrator for groups of small 
employers, anyone of whom was insured as of September 1, 1992 ; 
provided, however, that this provision shall not act to limit a bona 
fide group of small employers who voluntarily act together to 
provide health benefits to their employees. 

d. Notwithstanding any other provision of law to the contrary, 
this act shall apply to an association or trust of employers, if the 
group includes one or more member employers or other member groups 
which have 49 or fewer employees or members exclusive of spouses and 
dependents. 

e. Nothing contained herein shall prohibit the use of premium 
rate structures to establish different premium rates for individuals 
and family units. 

f. No insurance contract or policy SUbject to this act may be 
entered into unless and until the carrier has made an informational 
filing with the commissioner of a schedule of premiums, not to 
exceed 12 months in duration, to be paid pursuant to such contract 
or policy, of the carrier's rating plan and classification system in 
connection with such contract or pol icy, and of the actuarial 
assumptions and methods used by the carrier in establishing premium 
rates for such contract or policy. 

to 

g. (1) Beginning January 1, 1995, a carrier desiring to increase 
or decrease premiums for any policy form SUbject to this act may 
implement such increase or decrease upon making an informational 
filing with the commissioner of such increase or decrease, along 
with the actuarial assumptions and methods used by the carrier in 
establishing such increase or decrease, provided that the 
anticipated minimum loss ratio for a policy form shall not be less 
than seventy-five percent of the premium therefor. until . 
December 31, 1996, the informational filing shall also include the 
carrier's rating plan and classification system in connection with 
such increase or decrease. 

g. (2) Each calendar year, a carrier shall return, in the form 
of aggregate benefits for each of the five standard policy forms 
offered by the carrier pursuant to sectiqn 3 of this act at least 
seventy-five percent of the aggregate premIums collected for the 
policy form during that fiscal year. Carriers shall annually 
report, no later than August first of each year, the loss ratio 
calculated pursuant to this section for each such policy form for 
the previous calendar year. In each case where the loss ratio for a 
policy fails to SUbstantially comply with the seventy-five percent 
loss ratio requirement, the carrier shall issue a dividend'or credit 
again~t future premiums for all policy holders with that policy form 
in an amount sufficient to assure that the aggregate benefits paid 
in the previous calendar year plus the amount of the dividends and 
credits shall equal seventy-five percent of the aggregate premiums 
collected for the policy form in the previous calendar year. The 
dividend or credit shall be issued to each policy which was in 
effect as of March thirtieth of the applicable year and remains in 
effect as of the date the dividend or credit is issued. All 
dividends and credits must'be distributed by December thirty-first 
of the year following the calendar year in which the loss ratio 
requirements were not satisfied. ,~~ annual report required by this 
paragraph shall include a carrier's calculation of the dividends and 
credits, as well as an explanation of the carrier's plan to issue 
dividends or credits. The instructions and format for calculating
and reporting loss ratios and issuing dividends or credits shall be 
specified by the commissioner by regulation. Such regulations shall 
include provisions for the distribution ~f a dividend or credit in 
the event of cancellation or termination ~ a policy holder. 

h. No carrier issuing health benefit~ plans covering two or 
more employees of a small employer shall i~~ue a plan inconsistent 
with this act whose term extends beyond December 31, 1993. 

."
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i. The provisions of this act shall apply to health benefits 
plans which are delivered, issued for delivery, renewed or continued 
on or after January 1, 1994. The Commissioner shall ~ithdraw 
approval for the issuance and use of all small group po11cy forms, 
other than those approved by the board, effective January 1, 1994." 

Page 8. section 12. Lines 1-38: Delete in entirety 

Page 8. sections 13 and 14. Lines 39-54: Delete in entirety 

Page 9. section 14. Lines 1-14: Delete in entirety 

Page 9. Section 15. Line 15: Delete "15." insert "10." 

Page 9. section 15. Line 16: After "to" delete "section 4 or 5" 
insert "section 3" 

Page 9. Section 15. After Line 31: Insert new subsection as follows: 

"c. A health maintenance organization which complies with the 
basic health benefits, underwriting and rating standards established 
by the federal government pursuant to SUbchapter XI of Pub. L. 
93-222 (42 U. S. C. § 300e et seq.), and which also provides the 
comprehensive health benefit plan coverage required by Section 3 of 
this act, shall be deemed in compliance with this act." 
~ 

Page 9. Section 16. Lines 32-35: Delete in entirety 

Page 9. Section 17. Line 36: Delete "17." insert "11." 

Page 10. Section 18. Line 53: Delete "18." insert "12." 

Page 11. Section 18. Line 2: After "State" delete "and any MEWA 
providing health benefits" 

Page 11. section 18. After Line 4: Insert new subsection as follows: 

"c. The board shall determine the statewide average payment per 
insured for each benefit plan provided for under this act. Each 
carrier who satisfies the efficiency and risk management standards 
promulgated by the board pursuant to sect~on 15f, and whose average 
cost of insuring individuals covered bt- small employer health 
benefits plans exceeds the statewide average cost of insuring such 
i~dividuals by 20 percent, shall be reimbursed by the program for 80 
percent of its costs in excess thereof." 

Page 11. section 19. Line 5: Delete "19." and insert "13." 

Page 11, Section 19. After Line 34: Insert new subsections as 
follows: 

"c. All meetings of the board shall be SUbject to the 
requirements of the Open Public Meetings Act, N.J.S.A. 10:4-6 ~ 
seg." 

"d. At least two copies of the minutes of every meeting of the 
board shall be delivered forthwith to the commissioner." 

Page 11. section 20. Line 35: Dv~~e "20." and insert "14." 

Page 11. Section 20. Lines 48-54: Delete in entirety 

Page 12. section 21. Line 1: Delete "21." and insert "15."; after 
"shall" insert "constitute a public record and shall" 

Page 12. Section 21. Line 10: After "'carrier" insert "and a 
statement of the efficiency standards-an administering carrier must 
meet" 't 

o 
'. 

Page 12. Section 21. Lines 11-20: Delete i~ entirety and insert new 
subsections as follows: 

~. 



1':-:#:.;-, 
;. 
'.,,:, 
'.~. ~.~ .. 13 

STATE OF NEW JERSEY 
EXECCTIYE DEPART;\lENT 

"d. The method to be used to determine the extent to which a 
carrier's payment per insured for each benefit plan provided for 
under this act, exceeds the statewide average payment per insured 
for each benefit plan provided for under this act; 

e. The method for determining the extent to which a carrier 
whose average cost of insuring individuals covered by small employer 
health benefits plans exceeds the threshold described in section 12c 
may receive reimbursement from the program; 

f. A statement of the efficiency and risk management standards 
a carrier must meet before a carrier may receive reimbursement from 
the program." 

Page 12, section 21. Line 21: Delete "h." insert "g." 

Page 12, section 22, Line 23: Delete "22." and insert "16." 

Page 12, section 22, Lines 23-30: After "The" delete in entirety 

Page 12, section 22, Line 31: Delete "addition to the 
aforementioned powers, the" 

Page 12, Section 22, Lines 38-39: After "c." delete in entirety 
¥r 

Page 12, Section 22, Line 40: Delete "d."; after "the" insert 
"reimbursement and assessment" 

Page 12, section 22, Line 41: Delete "reinsurance"; after "members" 
delete "risks" 

Page 12, section 22, Lines 42-45: Delete in entirety 

Page 12, Section 22, Line 46: Delete "f." insert "d. " 
Page 12, Section 22, Line 50: After "year;" insert "and" 

Page 12, Section 22, Line 51: Delete "g." insert "e. " 

Page 13, section 22, Lines 1-5: After "p7"pgram" delete in entirety 

Page 13, Section 23. Line 6: Delete "23." and insert "17." 
, 

Page 13, Section 23, Line 7: After "shall" delete "establish the 
form and level of coverages" and insert "formulate the five health 
benefits plans" . 

Page 13. Section 23, Line 9: After "act li insert ", and shall 
promulgate five standard forms pursuant thereto" 

Page 13, Section 23, Line 10: Delete "the" and insert "such health 
benefits plans in accordance with law" 

Page 13. Section 23. Line 11-14: Delete in entirety 

Page 13. Section 23, Line 24: After "of" delete "sections 4 and 5" 
and insert "section 3" 

- J<I 

Page 13, Section 23, After LinG""""4(): Insert new subsection as 
follows: 

"g. The department shall publish annually a list of the 
premiums charged for each of the five standard small employer health 
benefits plans and for any rider packag~ by all carriers writing 
such plans. The department shall also "pUblish the toll free 
telephone number of each such carrier ..1. 

\I•Page 13, Section 24, Lines 41-51: Delete i~ entirety 
\ 
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Page 13. section 25. Line 52: Delete "25." and insert "18." 

t1' on 26 LJ.'ne 16' Delete "26." and insert "19."Page.14 Sec. . 

Page 14. section 26. Lines 17-32: After "may" delete in entirety 
insert IIreceive reimbursement in accordance with the standards 
developed by the board pursuant to sUbparagraphs d, e, and f of 
section 15 of this act. 1I 

Page 14. Section 27. Line 33: After IIto ll delete in entirety insert 
"become a reinsuring carrier" 

Page 14. section 27. Line 38: Delete "27." and insert "20." 

Page 14. section 27. Lines 42-43: After "to" delete "both reinsured 
and non-reinsured" and insert "all its" 

Page 14. section 28. Lines 44-54: Delete "in entirety 

Page 15. Section 28. Lines 1-10: Delete in entirety 

Page 15, section 29. Line 11: Delete "29." and insert "21." 

Page 15. Section 29. Lines 11-23: After "a." delete in entirety and 
insert "Following the close of the calendar year ending December 31, 
the administering carrier, the administering carrier shall determine 
the total amount owed by the program in that calendar year to all 
carriers qualifying for reimbursement by the program. Such amount 
shall be known as the net loss of the program." 

Page 16. section 30. Line 7: Delete "30." and insert "22." 

Page 16. Section 31. Line 19: Delete "31." and insert "23." 

Page 16. Section 31. Lines 21-22: After "from" delete in entirety;
insert "receiving reimbursement from the program" 

Page 16. Section 31. Lines 24-26: After "assessment" delete in 
entirety insert "." 

Page 16. Section 32, Lines 27-41: Delet" "32." insert "24.";.f. ___ and 
after "a." delete in entirety 

Page 16. Section 32. Line 42: Delete "b."; after "shall" delete 
"also" 

Page 16. Section 33. Line 50: Delete "33." and" insert "25." 

Page 16. Section 34. ·Line 54: Delete "34." and insert "26." 

Page 17. section 34. Line 1: After "from ll delete "any taxes levied 
by the State, including" 

Page 17, Sections 35 and 36, Lines 3-27: Delete in entirety 

Page 17, Section 37, Line 28: Delete "37." and insert "27." 

Page 17. section 38, Line 34: Delete "38." and insert "28."; after 
"shall" delete "under any" and pi~a,rt "be charged, directly or 
indirectly, to policyholders or the pUblic, provided that a carrier 
may charge such an assessment to policy holders to the extent that 
the charging of the assessment is necessary to enable the carrier to 
earn a constitutionally adequate rate of return." 

Page 17, Section 38. Line 35: Delete i~ entirety and insert new 
sections as follows: l, 

"29. The board shall promulgate one 
~

~tandard claim form. In 
order to provide a standard system of paymdpt for medical services, 
all claim forms for any claimant's use unaer any group health 
insurance policy issued or delivered in this State shall conform to 
the form adopted by the board. II : 
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SENATE COMMITTEE SUBSTITUTE FOR SENATE No. 371 

REpLACE TITLE TO READ; 
AN ACT requiring certain health insurers, service corporations 

and health maintenance organizations to offer 1[basicJ 
standardized1 health benefits programs to 1[certain employers] 
small groups1 and establishing a reinsurance program. 

REpLACE SECTION 1 TO READ; 
1. As used in this act: 
"Actuarial certification': means a written statement by a 

member of the American Academy of Actuaries or other 
individual acceptable to the commissioner that a small employer 
carrier is in compliance with the provisions of section 1[121 !!1 of 
this act, based upon examination, including a review of the 
appropriate records and actuarial assumptions and methods used 
by the small employer carrier in establishing premium rates for 
applicable health benefits plans. 

1"Anticipated loss ratio" means the ratio of the present value 
of the expected benefits. not including dividends. to the present 
value of the expected premiums. not reduced bv dividends. over 
the entire period for which rates are computed to provide 
coverage. For purposes of this ratio. the present values must 
incornorate realistic rates of interest which are determined 
before federal taxes but after investment expenses.1 

l["Base premium rate" means the lowest premium rate charged 
by the small employer carrier for the same or similar coverage, 
which coverage is equivalent in value to a health benefits plan 
covering a small employer. The term "base premium rate" refers 
to rates for any health benefits plan covering two or more 
employees of a small employer. 

"Basic health benefits plan" means a health benefits plan for 
small emp!'-.vers which provides benefits pursuant to section 4 of 
this act and which is filed with the commissioner in accordance 
with the requirements of section 24 of this act. any portion of the 
premium for which is paid by a small employer or for which any 
covered individual is reimbursed whether through wage 
adjustments or otherwise. if the health benefits plan is treated by 
the employer or any of the covered individuals as part of a plan 
or program for the purposes of section 162 or section 106 of the 
Intemal Revenue Code of 1986 (28 U.S.C. 162 or 26 U.S.C. 106).]1 

"Board" means the board of directors of the program. 
"Carrier" means any insurance company. health service 

corporation. hospital service corporation. medical service 
corporation 1[,] 2£1 health maintenance organization 1[or 
MEWA]1 authorized to issue health benefits plans in this State. 
For purposes of this act, carriers that are affiliated companies 
shall be treated as one carrier. except that any insurance 
company. 
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health service corporation. hospital service corporation, or 
medical service corporation that is an affiliate of a health 
maintenance organization located in New Jersey or any health 
maintenance organization located in New Jersey that is affiliated 
with an insurance company, health service corpora~ion. hospital 
service corporation. or medical service corporation shall treat 
the health maintenance organization as a separate carrier. 

"Commissioner" means the Commissioner of Insurance. 
l"Communitv rating" means a rating methodology in which the 

premium for all persons covered bv a policy or contract fonn is 
the same based upon the experience of the entire pool of risks 
covered by that policy or contract fonn without regard to age, 
gender. health status, residence or occupation.1 

"Department" means the Department of Insurance. 
"Dependent" means the spouse or child of an eligible employee, 

subject to applicable terms of the health benefits plan covering 
the employee. 

"Eligible employee" means a full-time employee who works a 
normal work week of 1[30] 251 or more hours. The term includes 
a sole proprietor, a partner of a partnership, or an independent 
contractor, if the sole proprietor, partner, or independent 
contractor is included as an employee under a health benefits 'I

',,­
-'j: 

plan of s small employer, but does not include employees who :1;
 

work less than 1[30] 251 hours a week or work on a temporary or
 
substitute basis.
 

"Financially impaired" means a carrier which, after the 
effective date of this act, is not insolvent, but is deemed by the 
commissioner to be potentially unable to fulfill its contractual 
obligations or a carrier which is placed under an order of 
rehabilitation or conservation by a court of competent 
jurisdiction. 

"Health benefits plan" means any hospital and medical expense 
incurred policy; health, hospital, or medical service corporation 
contract; lQI1 health maintenance organization subscriber 
contract 1[; or plans provided by MEWAs]l offered by 1~ 

carrier to1 a small employer 19roup1 pursuant to section 1[4] ~l 

of this act. For purposes of this act. "health benefits plan" 
excludes the following plans, policies, or contracts: accident 
only, credit. disability, long-term care, coverage for Medicare 
services pursuant to a contract with the United States 
goverrunent. Medicare supplement, dental only or vision only 
issued as a supplement to liability insurance, coverage arising out 
of a workers' compensation 0.. similar law, automobile medical 
payment insurance, or insurance under which benefits are payable 

Iwith or without regard to fault and which is statutorily required . 
I
I 

to be contained in any liability insurance policy or equivalent 
self-insurance. I"Late enrollee" means an eligible employee or dependent who 
requests enrollment in a health benefits plan of a small employer I 
following the initial minimum 30-day enrollment period provided 
under the terms of the health benefits plan. An eligible employee I 

J 
or dependent shall not be considered a late enrollee if the 
individual was covered under anoth!l':' employer's health benefits 
plan at the time he was eligible to enroll L'ld stated at the time 
of the initial enrollment that coverage under that other 
employer's health benefits plan was the reason for declinin& 
enrollment: has lost coverage under that other employer's health 
benefits plan as a result of tennination of employment. the 
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termination of the other plan's coverage, death of 8 spouse, or 
divorce; and the individual requests enrollment within 90 days 
after termination of coverage provided under another employer's 

-


f
",,';.
 

health benefits plan; l[or if the individual is employed by an 
employer under a MEWA which offers multiple health benefits 
plans. and the individual elects a different plan during an open 
enrollment periodi]l or if a court of competent jurisdiction has 
ordered coverage to be provided for a spouse or minor child under 
a covered employee I s health benefits plan and request for 
enrollment is made within 30 days after issuance of that court 
order. 

"Member" means all carriers issuing health benefits plans l[and 
MEWAs providing health benefits plans]1 in this State on or after 
the effective date of this act. 

1["MEWA" means any multiple employer welfare arrangement 
as defined in section 3 of the federal Employee Retirement and 
Income Security Act of 1974, Pub.L.93-406 (29 U.S.C. §1002), 
except for er.1 such arrangement which is fully insured wi thin the 
meaning of that act.]l 

"Plan of operation" means the plan of operation of the program 
including articles. bylaws and operating rules approved pursuant 
to section 1[20] !§.1 of this act. 

"Preexisting condition provision" means a policy or contract 
provision that excludes coverage under that policy or contract for 
charges or expenses incurred during a specified period following 
the insured 0 s effective date of coverage, for a condition that, 
during a specified period immediately preceding the effective 
date of coverage, had manifested itself in such a manner as would 
cause an ordinarily prudent person to seek medical advice, 
diagnosis, care or treatment, or for which medical advice, 
diagnosis, care or treatment was recommended or received as. to 
that condition or as to pregnancy existing on the effective date 
of coverage. 

"Program" means the New Jersey Small Employer Health 
Excess Reinsurance Program established pursuant to section 1[18] 
121 of this act. 

"Reinsuring carrier" means a a small employer carrier electing 
to l[obtain excess insurance] receive reimbursement from the 
program1 in accordance l[in] with1 section 1[26] 191 of this act." 

"Risk-assuming carrier" means a small employer carrier 
electing to assume risks pursuant to section 1[25] 181 of this act." 

"Small employer" mear:; any person, firm, corporation, 
partnersl.~,bI, or association actively engaged in business which, on 
at least 50 percent of its working days during the preceding 
calendar year quarter. employed at least two but no more than 49 
eligible employees, the majority of whom are employed within 
the State of New Jersey. In determining the number of eligible 
employees. companies which are affiliated companies shall be 
considered one employer, subsequent to the issuance of a health 
benefits plan toa small employer pursuant to the provisions of 
this act, and for the purpose of determining eligibility, the size of 
a small employer shall be determined annually. Except as 
otherwise specifically provided. provisions of this act which apply 
to a small employer shall continue to apply until the anniversary 
date next of the health benefits plan following the date the 
employer no longer meets the definition of a small employer. 
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"Small employer carrier" means any carrier l[or MEWA]l that 
offers health benefits plans covering eligible employees of one or 
more small employers. 

"Small employer health benefits plan" means a health benefits 
plan for small employers approved by the commissioner pursuant 
to section 1[23] 171 of this act. 

REPLACE SECTION 3 TO REAp; 
3. 1[Notwithstanding the provisions of P.L.1991. c.187, every 

carrier subject to the provisions of this act shall. as a condition 
of transacting business in this State. offer to every small 
employer at least two health benefits plans. One plan shall be a 
Basic health benefits plan. as provided in section 4 of this act. 
and one shall be a Basic Plus health benefits plan, as provided in 
section 5 of this act. Initially, the offer shall be made within 90 
days of the filing with the commissioner of that carrier's 
benefits plans. Thereafter. the plans shall be available to small 
employers on a continuing basis. Every small employer which 
elects to be covered under either of the plans provided for under 
this act who pays the required premium therefor and who 
satisfies the other requirements of the plan shall be issued a 
policy or contract by the carrier. The carrier may establish a 
premium payment plan which provides installment payments and 
which may contain reasonable provisions to ensure payment 
security, provided that provisions to ensure payment security are 
reasonably related to the risk and are uniformly applied. Every 
plan shall be in conformance with the guidelines established 
pursuant to section 23 of this act. and each carrier' s plans shall 
be certified and filed with the commissioner pursuant to section 
24 of this act.] 

a. Every small emplover carrier shall. as a coodi tion of 
transacting business in this State. offer to even' small employer 
the same five health benefit plans. The board shall establish a 
standard policy form for each of the five plaro.5. which shall be the 
only plans offered to small groups 00 or after January 1. 1994. 
One policv form shall contain the benefits provided for in 
sections 55. 57. and 59 of P.L. 1991. c.1S1 fC.11:48E-22.2. 
17B:26B-2 and 26:21-4.3). The remaining policv forms shall 
contain basic hospital and medical-surgical benefits. including. 
but not limited to: 

(1) Basic inpatient and outpatient hospital care; 
(2) Basic and extended medical-surgical benefits; 
(3) Diagnostic tests. including x-raYs: 
(4) Maternity benefits. including prenatal and postnatal care: 

and 
(5) Preventive medicine. including periodic physical 

examinations and inoculations. 
At least three of the forms shall provide for major medical 

benefits in varying lifetime aggregates. one of which shall 
provide at least $1.000.000 in lifetime aggregate benefits. The 
policv fonns provided pursuant to this section shall contain 
benefits representing progressively greater actuarial valu~s. 

b. Initially. a carrier shall offer a plan within 90 days of the 
approval of such plan bv the commissioner. Thereafter. the plans 
shall be a\'aila.ble to all small employers on a continuins basis. 
Everv small employer which elects to be covered under any 
health benefits plan who pays the premium therefor and who 
satisfies the participation requirements of the plan shall· be issued 
a policv or contract bv the carrier. 
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c. The carrier may establish a premium payment plan which 
provides Installment payments and which may contain reasonable 
provisions to ensure payment security, provided that provisions to 
ensure payment security are uniformlY applied. 

d. In addition to the five standard policies described in 
subsection a. of this section. the board may develop up to five 
rider packages. Any such package which a carrier chooses to 
offer shall be Issued to a small employer who pays the premium 
therefor, and shall bo sublect to the rating methodology set forth 
in section 9 of this act. l 

OMIT SECII0tiS 4 AtiD 5 IN THEIR ENTIRETy 

REpLACE SECTI0ti 6 TO REAp; 
l[6.8.]!:,1 Plans required to be offered l[pursuant to sections 

4 or 5 of this act shall] under this act mayl be subject to 
coinsurance and deductibles, which may vary by selected portions 
0; the coverage, except that no deductible applicable to any 
portion of the coverage shall exceed $250 for an individual or 
family unit during any benefit year, and no coinsurance applicable 
to any portion of the coverage shall exceed $500 for an individual 
or family unit during any benefit year, unless provided by the 
board pursuant to section 1[23] 171 of this act. Neither 
coinsurance nor deductibles shall be applicable to maternity 
benefits. 

1[b. Except as provided herein, no law requiring the inclusion 
of any specified health care service or benefit and no law 
requiring the reimbursement. utilization, or consideration of a 
specific category of licensed health care practitioner shall apply 
to any Basic or Basic Plus health benefits plan provided for 
herein.Jl 

REpLACE SECTION 7 TO READ: 
1[7.] 5,1 Coverage provided pursuant to this act shall be subject 

to standard coordination of benefits provisions for all persons 
covered under the policy or contract. Notwithstanding the 
provision of any other law to the contrary, l[coverage] the health 
benefits plan with the lowest actuarial value1 provided under 
l[policies or contracts issued pursuant to sections 4 or 5 ofl1 this 
act shall not extend to any injury for which coverage is available 
or applicable pursuant to section 4 of P.L.1972. c.70 (C.39:6A-4), 
and 1£the coverage r:,ovided by a policy or contract issued 
pUlbU.mt to this act] that health benefits plan1 shall not be used 
as a substitute for any insurance required to be maintained 
pursuant to section 4 of P.L.1972. c.70 (C.39:6A-4). 

REPLACE SECTI0ti 8 m REAp; 
1[8. a. Except as otherwise provided by this act, a preexisting 

condition provision shall not exclude coverage for an eligible 
employee or dependent fora period beyond 180 days following the 
effective date of coverage of an eligible employee and may only 
relate to conditions manifesting themselves during the six months 
immediately preceeding the effective date of coverase in such a 
manner as would cause an ordinarily prudent person to seek 
medical advice. diagnosis, care or treatment or for which medical 
advice, diagnosis, care, or treatment was recommended or 
received during the six months Immediately preceding the I 
effective date of coverage. or as to a prpcmancy existing on the 
effective date of coverage.] I 
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6. a. No health benefits plan subject to this act shall include 
any preexisting condition provision. provided that. a preexisting 
condition provision may apply to a late enrollee or to any group 

-


'­

'~t :'. :.". 

of two to five persons if such provision excludes coverage for a 
period of no more than 180 days following the effective date of 
coverage of such enrollee. and relates only to conditions 
manifesting themselves during the six months immediately 
preceeding the effective date of coverage of such enrollee in 
such a manner as would cause an ordinarily prudent person to 
seek medical advice. diagnosis. care or treatment or for which 
medical advice, diagnosis. care. or treatment was recommended 
or received during the six months immediately preceding the 
effective date of coverage. or as to a pregnancy existing on the 
effective date of coverage; proVided that, if 10 or more late 
enrollees request enrollment during any 30-day enrollment 
period. then no preexisting condition provision shall apply to any 
such enrollee.1 

b. In determining whether a preexisting condition provision 
applies to an eligible employee or dependent, all health benefits 
plans shall credit the time that person was covered Wlder l[a1 
~1 previous l[employer based]! health benefits plan if the 
previous coverage was continuous to a date not more than 90 days 
prior to the effective date of the new coverage, exclusive of any 
applicable waiting period Wlder such plan. 

REpLACE SECTION 9 TO READ: 
1[9.] ~1 Every policy or contract issued to small employers in 

this State l[including, but not limited to. policies or contracts 
issued pursuant to the provisions of this act]l shall be renewable 
with respect to all eligible employees or dependents at the option 
of the policy or contract holder, or small employer except Wlder 
the following circumstances: 

a. Nonpayment of the required premiwns- by the policyholder, 
contractholder, or employer; 

b. Fraud or misrepresentation of the policyholder, contract 
holder, or employer or, with respect to coverage of eligible 
employees or dependents, the enrollees or their representatives; 

c. The number of employees covered Wlder the health benefits 
plan is less than the number or percentage of employees requirJd 
by participation requirements under the health benefits policy or 
contract; 

d. Noncompliance with a carrier's employment contribution 
requirements; 

e. 1[The carrier withdraws the policy form, with the approval 
of the commissioner. in which case the group shall be offered an 
altemative policy or contract by the carrier which offers 
comparable benefits; 

f.]l Any carrier doing business pursuant to the provisions of 
this act ceases doing business in the small employer market, if 
the following conditions are satisfied: 

(1) The carrier gives notice to cease doing business in the 
small employer market to the commissioner not later than ei,ht 
months prior to the date of the planned withdrawal from the 
small group market. during whicb time the carrier shall continue 
to be govemed by this act with respect to business written 
pursuant to this act; For the purposes of this subsecti~n, ~oate of 
withdrawal" means the date U~1 which the first notice to small 
employers is sent by the carrier pursuant to paragraph (3) of this 
section; 
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(2) No later than two months following the date of the 
notification to the commissioner that the carrier intends to cease 
doing business in the small employer market. the carrier shall 
mail a notice to every small business employer insured by the 
carrier that the policy or contract of insurance will be 
terminated. This notice shall be sent by certified mail to the 
small business employer not less than six months in advance of 
the effective date of the cancellation date of the policy or 
contract: 

(3) Any carrier that ceases to do business pursuant to this act 
shall be prohibited from writing new business in the small 
employer market for a period of five years from the date of 
notice to the commissioner. 

OMIT SECTION 19 IN ITS ENTIRETY 

RENUMBER SECTION 11 AS SEctTlON 8 

OMIT SECTIONS 12, 13 AND 14 IN THEIR ENTIRETY 

INSERT NEW SECTION 9 TO READ: 
19. a. (1) Effective January 1, 1997. no small employer health 

benefits plan shall be issued in this State unless the plan is 
communitv rated. 

(2) During the period January 1, 1994 to December 31. 1995. 
the premium rate charged by a carrier to the highest rated small 
group purchasing a small employer health beneCits plan shall not 
be greater than 300% of the premium rate charged to the lowest 
rated small group purchasing that sarne health benefits plan. 

(3) During the period January 1. 1996 to December 31. 1996. 
the premium rate charged by a carrier to the highest rated small 
group purchasing a small emplover health benefits plan ,shall not 
be greater than 200% of the premium rate charged for the lowest 
rated small group purchasing that same health benefits plan. 

(4) The commissioner shall studv the impact on the health 
insurance marketplace of the transition from the rating 
methodology described in paragraph (3) of this subsection to 
communitv rating. In making this study the commissioner shall 
consult with representatives of the health insurance industry. 
health care providers. consumer and public interest groups and 
s..;.;h other persons with expertise deemed relevant by the 
commissioner. The commissioner shall report his findings to the 
Governor and the Legislature on a day that the Legislature is in 
session. on or before July 1. 1996. If the Legislature does not 
take action within 60 days after its receipt of the commissioner's 
report. to amend this act. community rating will become 
effective on January 1. 1997. 

b. Notwithstanding any other provision of law to the contrary, 
group hospital or medical coverage obtained through an 
out-oC-State trust covering a group of 49 or fewer emplovees or 
participating persons who are residents of this State' shall be 
community rated regardless of the situs of delivery of the policy. 
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c. Notwithstanding any other provision of law to the contrary. 
no carrier offering any health benefits plan pursuant to the 
provisions of this act shall act to circumvent the intent of this 
act bv acting as a third party administrator for groups of small 
employers. anyone of whom was insured as of September 1. 1992: 
proVided. however. that this provision shall not act to limit a 
bona fide group of small employers who voluntarily act together 
to provide health benefits to their employees. 

d. Notwithstanding any other provision of law to the contrary. 
this act shall applY to an association or trust of emplovers'. if the 
group includes one or more member employers or other member 
groups which have 49 or fewer employees or members exclusive 
of spouses and dependents. 

e. Nothing contained herein shall prohibit the use of premium 
rate structures to establish different premium rates for 
individuals and family units. 

f. No insurance contract or policy subject to this act may be 
entered into 'unless and until the carrier has made an 
informational filing with the commissioner of a schedule of 
premiums. not to exceed 12 months in duration. to be paid 
pursuant to such contrac t or policv. of the cf.-rrier· s ra ting plan 
and classification svstem in connection with such contract or 
policy. and of the actuarial assumptions and methods used bv the 
carrier in establishing premium rates for such contract or policy, 

g. (1) Beginning Ianuary 1. 1995. a carrier desiring to increase 
or decrease premiums for anv policy form subiect to this act may 
implement such increase or decrease upon making an 
informational filing with the commissioner of such increase or 
decrease. along with the actuarial assumptions and methods used 
bv the carrier in establishing such increase or decrease. provided 
that the anticipated minimum loss ratio for a policy form shall 
not be less than 75% of the r;:-emium therefor. Until December 
31. 1996. the mformational filing shall also include the carrier's 
rating plan and classification system in connection with such 
increase or decrease. 

(2) Each calendar vear, a carrier shall return. in the form of 
aggregate benefits for each of the five standard policY forms 
offered bv the carrier pursuant to section 3 of this act. at least 
75% of the aggregate premiums collected for the policy form 
during that _calendar vear. Carriers shall annuallv report. no later 
than AUguSl 1st of each vear. the loss ratio calculated pursuant 
to this section for each such policy fonn for the J?!evious 
calendar vear. In each case where the loss ratio for a policy fails 
to substantially complY with the 75% loss ratio requirement. the 
carrier shall issue a dividend or cre'lit against future premiums 
for all policyholders with that policvform in an amount sufficient 
to assure that the aggregate benefits paid in the previous 
calendar year plus the amount of the dividends and credits shall 
equal 75% of the aggregate premiums collected for the policy 
(ann in the previous calendar vear. The dividend or credit shall 
be issued to each policy which was in effect as of March 30th of 
the applicable vear and remains in effect as of the date the 
dividend or credit is issued. All dividend... and credits must be 
distributed by December 31 of the }'ear followin8 the calendar 
year in which the loss ratio requirements were not satisfied. The 
annual report required bv this paragraph shall include a carrier' s 
calculation of the dividends and credits. as well as an explanation 
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of the carrier I s plan to issue dividends or credits. The 
instructions and format for calculating and reporting loss rlltios 
and issuing dividends or credits shall be specified by the 
commissioner by regulation. Such regulations shall include 
provisions for the distribution of a dividend or credit in the event 
oC cancellation or termination by a policyholder. 

h. No carrier issuing health benefits plans covering two or 
more emplovees of a small el!!2!oyer shall issue a plan 
inconsistent with this act whose term extends beyond December 
31. 1993. 

i. The provisions of this act shall apply to health benefits plans 
which are delivered. issued for delivery. renewed or continued on 
or after lanuary 1. 1994. The commissioner shall withdraw 
approval for the issuance and use of all small employer policy 
Cams. other than those approved by the board. effective Ianuary 
1. 1994.1 

REPLACE SECTION 15 TO READ; 
llls.) 10.1 a. No health maintenance organization shall be 

required to offer coverage or accept applications pursuant to 
l[sections 4 or S) section 31 of this act to a small employer if the 
small employer is not physically located in the health 
maintenance organization I s approved service area. to an 
employee when the employee does not work or reside within a 
service area, or if the health maintenance organization 
reasonably anticipates and demonstrates to the satisfaction of 
the commissioner that it will not have the capacity in its network 
of providers within the service area to deliver service adequately 
to the members of such groups because of its obligations to 
existing group contract holders and enrollees. 

b. No small employer carrier shall be required to· offer 
coverage or accept applications pursuant to this act for any 
period oC time in which the commissioner determines that the 
requiring of the issuing of policies or contracts pursuant to this 
act would place the carrier in a financially impaired position. 

Ie. A health maintenance organization which complies with 
the basic health benefits. underwriting and rating standards 
established bv the federal government pursuant to subchapter XI 
of Pub.b. 93-222 (42.U.S.C.§300e et seq.). and which also 
provides the comprehe...~ive health benefit plan coverage required 
bv section 3 of this act. shall be deemed in compliance with this 
act. 1 

OMIT SECTION 16 IN ITS ENTIRETY 

RENUMBER SECTION 17 AS SECTION 11 

REpLACE SECTION 18 TO REAp; 

1[18.] 12.1 There is created a nonprofit entity to be mown as 
the New Iersey Small Employer Health Excess Insurance 
Program. All carriers issuing health benefits plan policies and 
contracts in this State l[and any MEWA providing health 
benefitsJ1 shall be members of this program. The program shall 
be administered by the board of directors established pursuant to 
section 1[19] 131 of this act. 

; 

~ 
" 
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REPLACE SECTION 19 TO REAp; 
1[19.] 11:.1 a. Within 60 days of the effective date of this act. 

the commissioner shall give notice to all members of the time 

-


.\ 
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and place for the initial organizational meeting, which shall take 
place within 90 days of the effective date, The members shall 
seloct the initial board, subject to the approval of the 
commissioner, The board shall consist of 11 persons, including 
the Commissioner of Health and the commissioner or their 
designees. Doth of whom shall sit ex officio. lnitially. three of 
the public members of the board shall be elected for a three year 
tenn, three shall be elected for a two year term, and three shall 
be elected for a one year term. Thereafter, all board members 
shall be elected for a term of three years. The following 
categories shall be represented among the public members: 

(1) Two carriers whose principal health insurance business is in 
the small employer market; 

(2) One carrier whose principal health insurance business is in 
thii large employer market; 

(3) A health, hospital or medical service corporation; 
(4) A health maintenance organization; 
(5) A risk-assuming carrier; 
(6) A reinsuring carrier utilizing the excess coverage provided 

for in this act; and 
(7) Two persons representing small employers. 
No carrier shall have more than one representative on the 

board. 
b. If the initial board is not elected at the orgaruzational 

meeting, the commissioner shall appoint the public members 
within 15 days of the organizational meeting, in accordance with 
the provisions of paragraphs (1) through (7) of subsection a. of 
this section. 

l c. The board shall determine the Statewide average payment 
per insured for each benefit plan provided for under this act. 
Each carrier who satisfies the efficiency and risk management 
standards promulgated by the board pursuant to subsection f. ·of 
section 15 of this act and whose average cost of insuring 
individuals covered by small employer health benefits plans 
exceeds the Statewide overage cost of insuring such individuals 
bv 20%. shall be reimbursed bv the program for 80% of its costs 
in excess thereof. 

d. AU meetings of the board shall be subject to the 
requirements of the "Open Public Meetings Act," P.L.1975. c.231 
(C.I0:4-6 et seq.). 

e. At least two copies of the minutes of every meeting of the 
board shall be delivered forthwith to the commissioner.1 

REPLACE SECTION 20 TO READ; 
1[20. a.J 14.1 Within 90 days after the election of the initial 

board, the board shall submit. to the commissioner a plan of 
operation which shall establish the administration of the program 
pursuant to the provisions of this act. The plan of operation and 
any subsequent amendments thereto shall be submitted to the 
commissioner who shall, after notice and hearing, approve the 
plan if he finds that it is reasonable and equ.i table and sufficiently 
carries out the provisions of this act. The plan of operat .on shall 
become effective after the commissioner has approved it in 
writing. The plan or any subsequent amendments thereto shall be 
deemed approved if not expressly disapproved by the 
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commissioner in writing within 90 days of receipt by the 
commissioner. 

l[b. If the board fails to submit a suitable plan of operation 
within 90 days after its appointment, the commissioner shall, 
after notice and hearing, adopt and promulgate a temporary plan 
of operation. The commissioner shall amend or rescind any such 
plan promulgated by him upon the submission and approval of a 
plan submitted by the board pursuant to subsection a. of this 
section.]l 

REpLACE SECTION 21 TO REAp; 
1[21.] 15.1 The plan of operation shall l constitute a public 

record and shaUl include, but not be limited to, the following: 
a. A method of handling and accow, ting for assets and moneys 

of the program and an annual fiscal reporting to the 
commissioner: 

b. A means of providing for the filling of vacancies on the 
board, subject to the approval of the commissioner; 

c. A means of selecting an administering carrier, and a 
statement of the powers and duties of the administering carrier 
and the compensation of the administering carrier land a 
statement of the efficiency standards an administering carrier 
must meet l : 

d. The method to be used l[for securing excess insurance under 
the provisions of this acd to determine the extent to· which a 
carrier's payment per insured for each benefit plan provided for 
under thi!; act. exceeds the Statewide avel'age paVInent per 
insured for each benefit plan provided for under this act1; 

e. The method l[to be used for establishing appropriate excess 
insurance premiums to be charged to carriers electing to reins~re 
risks in accordance with this act] for determining the extent to 
which a carrier whose average cost of insuring individuals 
covered by small employer health benefits plans exceeds the 
threshold described in subsection c. of section 13 of this act may 
receive reimbursement from the program1 i 

f. leThe method to be used to make up any shortfall which may I 

\occur as the result of risks being reinsured under the provisions of i 
jthis act.] A statement of the efficiencv and risk management 

standards a carrier must meet before a carrier may receive 
reimbursement from the program: andl I

g. l[A procedure for establishing the health benefits plans for i 
which excess coverage is to be provided; 

h.]l Any additional matters which are appropriate to ! 
effectuate the provisions of this act. 

REpLACE SECTION 22 TO REAp; 
1[22.] 16.1 The 1[board shall have the general powers and 

authority granted under the laws of New Jersey to insurance 
companies writing health insurance pursuant to Title 17B of the 
New Jersey Statutes. to health maintenance organizations 
approved or qualified to transact business in this State, and to 
health service corporations, medical service corporations, and /,j
hospital service corporations, but in no case shall the program )1established under this act write any policy or contract of 
insurance directly. In addition to the aforementioned powers, 
"the]1 board shall have the authority to: 

a. Enter into contracts as are necessary or proper to carry out 
the provisions and purposes of this act; 
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commissioner in writing within 90 days of receipt by the 
commissioner. 

l[b. If the board faUs to submit a suitable plan of operation 
within 90 days after its appointment, the commissioner shall, 
after notice and hearing. adopt and promulgate a temporary plan 
of operation. The commissioner shall amend or rescind any such 
plan promulsated by him upon the submission and approval of a 
plan submitted by the board pursuant to subsection a. of this 
section.)l 

REpLACE SECTION at TQ REAp; 
1[21.) 15.1 The plan of operation shall 1constitute a public 

record and shaUl include, but not be limited to, the following: 
a. A method of handling and accow.ting for assets and moneys 

of the program and an annual fiscal reporting to the 
commissioner; 

b. A means of providing for the filling of vacancies on the 
board. subject to the approval of the commissioner: 

c. A means of selecting an administering carrier, and a 
statement of the powers and duties of the administering carrier 
and the compensation of the administering carrier land a 
statement of the efficiency standards an administering carrier 
must meet1 : 

d. The method to be used l[for securing excess insurance under 
the provisions of this act] to detennme the extent to which a 
carrier's payment pel' insured for each benefit pl~ provided for 
under this act. exceeds the Statewide average pavment per 
insured for each benefit plan provided for \Dlder this act l : 

e. The method Iho be used for establishing appropriate excess 
insurance premiums to be charged to carriers electing to reinsure 
risks in accordance with this act] for determining the extent to 
which a carrier whose average cost of insuring individuals 
covered by small employer health benefits plans exceeds the 
threshold described in subsection c. of section 13 of this act may 
receive reimbursement from the program l : 

f. l[The method to be used to make up any shortfall which may 
occur as the result of risks being reinsured under the provisions of 
this act.] A statement of the efficiency and risk management 
standards a carrier must meet before a carrier may receive 
reimbursement from the program: and l 

g. l[A procedure for establishing the health benefits plans ~''Jr 
which excess coverage is to be provided; 

h.]l Any additional matters which are appropriate to 
effectuate the provisions of this act. 

REPLACE SECIION 22 TO REAp; 
1[22.] 16.1 The l[board shall have the general powers and 

authority granted under the laws of New Jersey to insurance 
companies writing health insurance pursuant to Title 178 of the 
New· Jersey Statutes, to health maintenance organizations 
approved or qualified to transact business in this State, and to 
health service corporations, medical service corporations, and 
hospital service corporations, but in no case shan the program 
established under this act write any policy or contract of 
insurance directly. In addition to the aforementioned powers, 
'the]l board shaU have the authority to: 

a. Enter into c'intracts as are necessary or proper to carry out 
the provisions and purposes of this acti 
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b. Sued or be sued, including taking any legal actions as may 
be necessary for recovery of any assessments due to the program 
or to avoid paying any improper claims; 

c. l[Tssue excess Insurance policies or other documents 
evidencing such coverage; 

d.)l Establish rules. condi tions, and procedures pertaining to 
the l[reinsuranceJ reimbursement and assessment1 of l[members' 
risks) members1 by the program; 

l[e. Establish appropriate rates. rate schedules, rate 
adjustments. rate classifications, and such other actuarial 
functions which may be appropriate to the operation of the 
program. for providing excess coverage; 

f.] d.1 Assess members in accordance with the provisions of 
this act. including such interim assessments as may be reasonable 
and necessary for organizational and interim operating expenses. 
Such interim assessments shall be credited as offsets against any 
regular assessments due following the close of the fiscal year; 

'. l andl 
l[g.) ~1 Appoint from among its members appropriate legal. 

actuarial, and other committees as necessary to provide technical 
assistance in the operation of the program, policy and other 
contract design, and any other function within the authority of 
the program 1[; and 

h. Borrow money to effect 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]l. 

REpLACE SECTION 23 TO READ; 
1[23.] 17.1 Subject to the approval of the commissioner, the 

board shall 1[establish the form and level of coverages] formulate 
the five health benefits plansl to be made available by small 
employer carriers in accordance with the provisions of this act 11 

and shall promulgate five standard forms pursuant theretol . The 
board may establish benefits levels. deductibles and copayments. 
exclusions. and limitations for the l[Basic and Basic Plus health 
care plan, consistent with sections 4 and 5 of this act. The board 
shall also determine what components of a small employer's 
health benefits plan may be reinsured] such health benefits plans 
in accordance with the law1, 

One health c<.; 'e plan shall be established which contains 
benefits and cost sharing levels which are consistent with the 
basic method of operation and the benefits plans of health 
maintenance organizations, including any restrictions pursuant to 
subchapter XI of Pub.L. 93-222 (42 U.S.C. §300 et seq.). The 
board shall submit the plans so established to the commissioner 
for his approval no later than 90 days after the election of the 
board pursuant to section 1[19] 13 1 of this act. The commissioner 
shall approve the plan if he finds it to be consistent with the 
provisions of 1[sections 4 and 5] section 31 of this act. Any plans 
submitted to the commissioner by the board shall be deemed 
approved if not expressly disapproved in writing within 60 days of 
its receipt by the commissioner. Such plans may contain, but 
shall not be Umi ted to. the following provisions: I. 

a. Utilization review of health care services, including review 
of medical necessity of hospital and physician services; 

b. Managed care systems, including large case management; 
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c. Provision for selective contracting with hospitals. 
physicians, and other health care providers; 

d. Reasonable benefits differentials which are applicable to 
participating and nonparticipating providers; 

11_ e. Notwithstanding the provisions of section 6 of this act to 
the contrary, the board may, from time to time, adjust 
coinsurance and deductibles; l[and]1 

f. Such other provisions which may be quantifiably established 
to be cost co~tainment devices Ii 

g. The department shall publish annually a list of the premiums 
charged for each of the five standard small employer health 
benefits plans and for any rider package by all carriers writing 
such plans. The department shall also publish the toll free 
telephone number of each such carriert • 

OMIT SECTION 24 IN ITS ENTIRETY 

RENUMBER SECTION 25 AS SECTION 18 

REPLACE SECTION 26 TO READ: 
1[26.] 19.1 a..Any member which elects to be a reinsuring 

carrier may l[obtain excess insurance from the program on any 
new small employer group policy or contract issued pursuant to 
sections 4 or 5 of this act, on any small employer group, or any 
individual beneficiary for any amount payable for eligible claims 
in excess of $7,500 per covered beneficiary per year. In such 
case, the program shall provide the excess coverage subject to 
the payment by the reinsuring carrier of an appropriate 
reinsurance premium. Coverage may be reinsured within 60 days 
of the commencement of the employer's coverage with the small 
employer carrier. With respect to eligible employees and their 
dependents who are hired subsequent to the commencement of 
the employer's coverage and who are not late enrollees to the 
plan, coverage may be reinsured within 60 days of the 
commencement of their coverage under the plan. Excess 
coverage may be terminated with respect to any employee or 
dependent on any plan anniversary] receive reimbursement in 
accordance with the standards developed by the board pursuant to 
subsections d.. e. and f. of section 15 of this act1. 

b. Election to l(purchase excess coverage through the 
program] become a reinsuri;.? carrierl shall be binding for a 
five-year period, except that the initial election shall be made 
within 30 days of the submission to the commissioner of the plan 
of operation provided for in section 1[20] 141 of this act, and 
shall be effective for two years. 

REPLACE SECTION 27 TO REAp: 
1[27.] 20. 1 Every member which elects to be a reinsuring 

carrier shall apply its case management and claims, handling 
techniques, including, but not limited to, utilization review, 
individual case management, preferred provider provisions and 
other methods of operation, in the same manner with respect to "i -
l[both reinsured and non-reinsured] all its1 business. 

\. OMIT SECTION 28 IN ITS ENTIRETY 
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REPLACE SECTIQN 29 TO READ; 

1[29.) ll:.l a. Following the close of 1[each fiscal year of the 
administering carrier. the administering carrier shall detennine 
the net premiums. the administrative expenses of the program 
and the incurred losses, if any, for the year, taking into account 
investment income and other appropriate gains and losses. 
Health benefits plan premiums and benefits paid by a member 
that are less than an amount detennined by the board to justify 
the cost of collection shall not be considered for purposes of 
detennining assessments. For the purposes of this section, "net 
premiums" means health benefits plan pl'l~nliums, Itsu 
administrative expense allowances, and health benefits plan 
premiums earned by MEWAs shall be established by adding the 
paid losses and administrative expenses of such associations] the 
calendar year ending December 31, the administering carrier 
shall determine the total amount owed by the program in that 
calendar year to all carriers qualifying for reimbursement by the 
program. Such amount shall be mown as the net loss of the 
program1 . 

b. Any net loss for the year shall be recouped by assessments 
of members. Assessments shall first be apportioned by the board 
among all reinsuring carrier members in proportion to their 
respective shares of the plan premiums earned in this State from 
health benefi ts plans covering small employers during the 
calendar year coinciding with or ending during the fiscal year of 
the program. or on any other equitable basis reflecting coverage 
of small employers as may be provided in the plan of operation. 
In making this detennination, the· board may base the assessments 
upon annual reports and other data filed by the member small 
employer carrier. 

c. If the net loss is not recouped before assessments totaling 
40/0 of the aggregate premiums from policies or contracts 
covering small employers have been collected from reinsuring 
small employer carriers, additional assessments not to exceed 1% 

of the aggregate premiums from all health benefits policies or 
contracts shall be apportioned by the board among all members, 
including risk-assuming carriers, in proportion to their respective 
shares of the total health benefits plan premiums earned in this 
State from all health benefits plans during the preceding ..calendar 
year. A carrier shall receive a credit against this assessment to 
the extent the carrier can dpmonstrate that its assumption of 
high-risk SMall employer gruups which are not reinsured is 
proportionate to its market share of small employer health 
benefits plans, as such groups and market shares are defined by 
the board in the plan of operation. A carrier shall not be, assessed 
for all individual non-group contracts or policies issued on a 
guaranteed issue basis or on any coverage issued by the carrier 
pursuant to the Medicaid program, P.L.1968, c,413 (C.30:4D-l 
et seq.). 

d. If assessments exceed actual losses and administrative 
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expenses of the program. the excess shall be held at interest and 
used by the board to offset future losses or to reduce program 
premiums. As used in this subsection, "future losses" includes 
reserves for incurred but not reported claims. 

e. Provision may be established in the plan of operation for the -
imposition of an interest penalty for late payment of assessments. 

RENUMBER SECTION 30 AS SECTION 22 

REPLACE SECTION 31 TO REAp' 
1[31.] 23.1 A small employer carrier which elects to cease 

participating as a reinsuring carrier and elects to become a 
risk-assuming carrier shall be prohibited from l[reinsuring or 
continuing to reinsure any small employer health benefits plan] 
receiving reimbursement from the program1 pursuant to this act. 
Any reinsuring carrier electing to become a risk-assuming carrier 
shall pay a prorated assessment l[based upon business issued as a 
reinsuring carrier for any portion of the year that the business 
was reinsured]1. . 

REpLACE SECTION 32 TO READ: 
1[32. a. The board may establish a subcommittee to monitor 

the market conduct of risk-assuming carriers and reinsuring 
carriers to assure that the provisions of this act are being carried 
out. The subcommittee shall. from time to time. recommend for 
the approval by the commissioner market conduct requirements 
for carriers and agents. The subcommittee shall also. in 
conjW1ction with the department, publish a list of all small 
employer carriers. as well as a list of toll free telephone numbers 
which are easily accessible by small employers. In the event that 
the board believes that any carrier is violating any provision of 
this act or is conducting itself improperly in the marketing or 
sale of its small group business, whether issued pursuant to this 
act or otherwise. it shall report this to the commissioner, who 
shall conduct an investigation of that carrier. including, but not 
limited to, an audit of the carrier' s records. 

b.] 24.1 The board shall 1[also]1 establish guidelines to ens~re 
that small employer carriers are assuming their share of high risk 
small employer groups in proportion to their market share. of 
small employer health benefits plan business. In the event that 
any carrier does not assume its reasonable share of the high risk 
market. the board may adjust the rlssessrnent formula. with the 
a?provaJ of the commissioner, to require a proportionally higher 
assessment for the carrier. 

RENUMBER SECTION 33 AS 25 
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REPLACE SECTION 34 TO REAp; 
1[34.) 26. 1 The excess insurance program established pursuant 

to this actshall be exempt from l[any taxes levied by the State. 
including)1 premium taxes. 

OMIT SECTIONS 35 AND 36 IN THEIR ENTIRETy 

RENUMBER SECTION 37 AS SECTION 27 

REpLACE SECTION 38 TO REAp; 
1[38.] 28.1 No assessment provided for under this act shall 1[, 

under any circumstances, be an obligation of the State) be 
charged. directly or indirectly. to policyholders or the public. 
provided that a ·carrier may charge such an assessment to 
policyholders to the extent that the charging of the assessment is 
necessary to enable the carrier to earn a constitutionally 
adequate rate of return1 . 

INSERT NEW SECTION 29 TO READ; 
129. The board shall promulgate one standard claim form. In 
order to provide a standard system of payment for medical 
services. all claim forms for any claimant' s use under any group 
health insurance policv issued or delivered in this State shall 
conform to the form adopted bv the board. 1 

INSERT NEW SECTION 30 TO READ; 
130. Notwithstanding any other provision.of law to the contrary. 
all regulations concerning any health benefits plan subject to this 
act shall be promulgated pursuant to this act. 1 

RENUMBER SECTION 39 AS SECTION 31 

REPLACE SYNOPSIS TO READ:
 
Requires certain insurers, service corporations and HMOs to offer
 
standardized health insurance plans to small groups; establishes a
 
reinsurance program.
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[FIRST REPRINT] 

SENATE COMMITTEE SUBSTITUTE FOR 

SENATE, No. 371 

STATE OF NEW JERSEY 

ADOPTED JUNE 15, 1992 

Sponsored by Senators BASSANU. Adler and Lissia 

1 AN ACT requiring certain health insurers. service corporations
 
2 and health maintenance organizations to offer 1[basic]
 
3 standardized1 health benefits programs to l[certain employers]
 
4 sma1l8roupsl and establishing a reinsurance program.
 
5
 
6 BE IT ENACTED bj1 the Senate and General Assemblj1 of the
 
1 State 0/ New Jersej1:
 
8 1. As used in this act: 
9 "Actuarial certification" means a written statement by a 

10 member of the American Academy of Actuaries or other 
11 individual acceptable to the commissioner that a small employer 
12 carrier is in compliance with the provisions of section 1[12] !!1 of 
13 this act. based upon examination. including a review of the 
14 appropriate records and actuarial assumptions and methods used 
15 by the small employer carrier in establishing premium rates for 
16 applicable health benefits plans. 
17 1"Anticipated loss ratio" means the ratio of the present value 
18 of the expected benefits, not including dividends. to the present 
19 value of the expected premiums, not reduced by dividends. over 
20 the entire period for which rates are computed to proVide 
21 coverage. For purposes of this ratio. the present values must 
22 incorporate realistic rates of interest which are determined 
23 before federal taxes but after investment expenses. 1 

24 1[" Base premium rate" means the lowest premium rate charged 
25 by the small employer carrier for the same or similar coverage, 
26 which coverage is equivalent in value to a health benefits plan 
27 coveMng a small emplo.r~r. The term "base premium rate" refers 
28 to rates for any health benefits plan covering two or more 
29 employees of a small employer. 
30 "Basic health benefits plan" means a health benefits plan for 
31 small employers which provides benefits pursuant to section 4 of 
32 this act and which is filed with the commissioner in accordance 
33 with the requirements of section 24 of this act, any portion of the 
34 premium for which is paid by a small employer or for which any 
35 covered individual is reimbursed whether through wage 
36 adjustments or otherwise, if the health benefits plan is treated by 
37 the employer or any of the covered individuals as part of a plan 
38 or program for the purposes of section 162 or section 106 of the 
39 Intemal Revenue Code of 1986 (28 U.S.C. 162 or 26 U.S.C. 106).)1 
40 "Board" means the board of directors of the program. 
41 "Carrier" means any insurance company. health service I

EXPlANATlON--Matter enclOSlld in bold-fated brlckets [t.hus] in t.h. IaboYe hill is not enact.d and is int.ended t.o be ~itt..d In th. law. I 
Hitter und.rlin.d 1hu1 is new -at.t..r. I 
~t.t.r enclos.d in sup.rscript numerals hal b'lIn adopttd as follows: 

Senate ..,n'-'ntl adopt.d in accordance with Gov.rnor', 
r.connendltlons Hovenb.r 30, 1992. 
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1 corporation, hospital service corporation, medical service 
2 corporation 1[,] 2I1 health maintenance organization l[or 
3 MEWA]l authorized to issue health benefits plans in this State. 

-


r •.... 

4 For purposes of this act, carriers that are affiliated companies 
5 shall be treated as one «arrier, except that any insurance 
6 company, health service corporation, hospital service 
1 corporation. or medical service corporation that is an affiliate of 
8 a health maintenance organization located in New Jersey or any 
9 health maintenance organization located in New Jersey that is 

10 affiliated with an insurance company, health service corporation, 
11 hospital service corporation, or medical service corporation shall 
12 treat the health maintenance organization as a separate carrier. 
13 "Commissioner" means the Commissioner of Insurance. 
14 l"Community rating" means a rating methodology in__which the 
15 premium for all persons covered by a policy or contract fonn is 
16 the same based upon the experience of the entire pool of risks . 
11 covered by that policy or contract form without regard to age, 
18 gender, health status, residence or occupation.1 
19 "Department" means the Department of Insurance. 
20 "Dependent" means the spouse or child of an eligible employee, 
21 subject to applicable terms of the health benefits plan covering 
22 the employee. 
23 "Eligible employee" means a full-time employee who works a 
24 normal work week of 1(30] 251 or more hours. The term includes 
25 a sole proprietor, a partner of a partnership, or an independent 
26 contractor,. if the. sole proprietor, partner, or independent 
21 contractor is included as an employee \Dlder a health benefits 
28 plan of a small employer, but does not include employees who 
29 work less than 1[30] 251 hours a week or work on a temporary or 
30 substitute basis. 
31 "Financially impaired" means a carrier which, after the 
32 effective date of this act, is not insolvent, but is deemed by the 
33 commissioner to be potentially unable to fulfill its contractual 
34 obligations or a carrier which is placed under an, order of 
35 rehabilitation or conservation by a court of competent 
36 jurisdiction. 
37 "Hl;.uth benefits plan means any hospital and medical expense 
38 incurred policy; health, hospital, or medical service corporation 
39 contract; 10r1 health maintenance organization subscriber 
40 contract 1[; or plans provided by MEWAs]l offered by 1~ 

41 carrier to1 a small employer 19roupl pursuant to section 1[4] ~l 

42 of this act. For purposes of this act, "health benefits plan" 
43 excludes the following plans, policies, or contracts: accident 
44 only, credit. disability, long-term care, coverage for Medicare 
45 services pursuant to a contract with the United States 
46 government, Medicare supplement. dental only or vision only 
41 issued as a supplement to liability insurance, coverage arising out 
48 of a workers' compensation or similar law, automobile medical 
49 payment insurance, or insurance under which benefits are payable 
50 with or without regard to fault and which is statutorily required 
51 to be contained in any liability insurance policy or equivalent 
52 self-insurance. 
53 U Late enrollee" means an aligible emplcyee or dependent who 
54 requests enrollment in a health benefits plan of a small fo,npioyer 
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1 following the initial minimum 30-day enrollment period provided 
2 under the terms of the health benefits plan. An eligible employee 
3 or dependent shall not be considered a late enrollee if the 
4 individual was covered under another employer's health benefits 
5 plan at the time he was eligible to enroll and stated at the time - 6 of the initial enrollment that coverage under that other 
1 employer's health benefits plan was the reason for declining 
8 enrollment; has lost coverage under that other employer's health 
9 benefits plan as a result of termination of employment. the 

10 termination of the other plan's coverage. death of a spouse. or 
11 divorce; and the individual requests enrollment within 90 days 
12 after termination of coverage provided under another employer's 
13 health benefits plan; l[or if the individual is employed by an 
14 employer under a MEWA which offers multiple health benefits 
15 plans. and the individual elects a different plan during an open 
16 enrollment period;]1 or if a court of competent jurisdiction has 
11 ordered coverage to be provided for a spouse or minor child under 
18 a covered employee's health benefits plan and request for 
19 enrollment is made within 30 days after issuance of that court 
20 order. 
21 "Member" means all carriers issuing health benefits plans l[and 
22 MEWAs providing health benefits plans]l in this State on or after 
23 the effective date of this act. 
24 l["MEWA" means any multiple employer welfare arrangement 
25 as defined in section 3 of the federal Employee Retirement and 
26 Income Security Act of 1914. Pub.L.93-406 (29 U.S.C.§tOO2), 
21 except for any such arrangement which is fully insured within the 
28 meaning of that act.]1 
29 "Plan of operation" means the plan of operation of the program 
30 including articles. bylaws and operating rules approved purSuant 
31 to section 1[20] 151 of this act. . 
32 "Preexisting condition provision" means a policy or contract 
33 provision that excludes coverage under that policy or contract for 
34 charges or expenses incurred during a specified period following 
35 the insured' 5 effective date of coverage. for a condition that, 
36 during a specified period immediately preceding the effective 
31 date of coverage, had mp"lifested itself in such a manner as would 
38 cause an ordinarily prudent person to seek medical advice, 
39 diagnosis. care or treatment. or for which medical advice, 
40 diagnosis, care or treatment was recommended or received as to 
41 that condition ;)r as to pregnancy existing on the effective date 
42 of coverage. 
43 "Program" means the New Jersey Small Employer Health 
44 Excess Reinsurance Program established pursuant to section Ih8] 
45 121 of this act. . 
46 "Reinsuring carrier" means a a small employer carrier electing 
41 to l[obtain excess insurance] receive reimbursement from the 
48 program 1 in accordance l[in] with1 section 1[26] 191 of this act." 
49 "Risk-assuming carrier" means a small employer carrier 
50 electing to assume risks pursuant to section 1[25] !§1 of this act." 
51 "Small employer" means any person. firm, corporation. I 
52 partnership, or association actively engaged in business which. on 
53 at least 50 percent of its working days dllting the preceding I 
54 calendar year quarter. employed at least two but no Olaf.. thM 

I 
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1 49 eligible employees, the majority of whom are employed within 
2 the State of New Jersey. In detennining the number of eligible 
3 employees, companies which are affiliated companies shall be 
4 considered one employer, subsequent to the issuance of a health 
5 benefits plan to a small employer pursuant to the provisions of 
6 this act, and for the purpose of detennining eligibility, the size of 
7 a small employer shall be detennined annually. Except as 
8 otherwise specifically provided, provisions of this act which apply 
9 to a small employer shall continue to apply until the anniversary 

10 date next of the health benefits plan following the date the 
11 employer no longer meets the definition of a small employer. 
12 "Small employer carrier" means any carrier l[or MEWA]l that 
13 offers health benefits plans covering eligible employees of one or 
14 more small employers. 
15 "Small employer health benefits plan" means a health benefits 
16 plan for small employers approved by the commissioner pursuant 
17 to section 1[23] !Zl of this act. 
18 2. Every health insurer, health service corporation, medical 
19 service corporation, hospital service corporation, and health 
20 maintenance organization licensed or authorized to provide 
21 health benefits or services in this State which offers health 
22 insurance policies or coverages covering two or more employees 
23 of a small employer shall be subject to the proyisions of this act. 
24 Coverage shall be offered to all eligible employees and their 
25 dependents and shall not exclude any employee or eligible 
26 dependent on the basis of an actual or expected health condition. 
27 3. l[Notwithstanding the provisions of P.L.1991" c.187, every 
28 carrier subject to the provisions of this act shaIl, as a condition 
29 of transacting business in this State, offer to every small 
30 employer at least two health benefits plans. One plan shall be a 
31 Basic health benefits plan, as provided in section 4 of this act, 
32 and one shall be a Basic Plus health benefits plan, as provided in 
33 section 5 of this act. Initially, the offer shall be made within 90 

34 days of the filing with the commissioner of that carrier's 
35 benefits plans. Thereafter, the plans shall be available to small 
36 employers on a cr.1 tinuing basis. Every small employer which 
~7 elects to be covered under either of the plans provided for under 
38 this act who pays the required premium therefor and who 
39 satisfies the other requirements of the plan shall be issued a 
40 policy or contract by the carrier. The carrier may establish a 
41 premium payment plan which provides installment payments and 
42 which may contain reasonable provisions to ensure payment 
43 security, proVided that provisions to ensure payment security are 
44 reasonably related to the risk and are uniformly applied. Every 
45 plan shall be in conformance with the guidelines established 
46 pursuant to section 23 of this act, and each carrier's plans shall ., 
47 be certified and filed with the commissioner pursuant to section 
48 24 of this act.] 
49 a. Every small employer carrier shall. as a condition of 
50 transacting business in this State. offer to every small employer 
51 the same five health benefit plans. The board shall establish a 
52 standard policY fonn for each of the fiv~ plans. which shall be the 
53 only plans offered to small groups on or after 'anu.'\!Z.l, 1994. 
54 One policy fonn shall contain the benefits provided for in 
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1 sections 55, 57, and 59 of P.L.1991, c.187 (C. 17:48E-22.2.
 
2 17B:26B-2 and 26:21-4.3). The remainins policy forms shall
 
3 contain basic hospital and medical-surgical benefits, including.
 
4 but not limited to:
 
5 (1) Basic inpatient and outpatient hospital care;
 
6 (2) Basic and extended medical-surgical benefits;
 
7 (3) Diagnostic tests. including x:"raysj
 
8 (4) Maternity benefits. including prenatal and postnatal care;
 
9 and
 

10 (5) Preventive medicine. including periodic physical 
11 examinations and inoculations. 
12 At least three of the forms shall provide for major medical 
13 benefits in varying lifetime auregates. one of which shall 
14 provide at least $1,000,000 in lifetime aggregate benefits. The 
15 policy IOnnl provided pursuant to this section shall contain 
16 benefits representing progressively greater actuarial values. 
17 b. Initially. a carrier shall offer a plan within 90 days of the 
18 approval of such plan by the commissioner. Thereafter. the plans 
19 shall be available to all small employers on a continuing basis. 
20 Every small employer which elects to be covered under any 
21 health benefits plan who pays the premium therefor and who 
22 satisfies the participation requirements of the plan shall be issued 
23 a policy or contract by the carrier. 
24 c. The carrier may establish a premium payment plan which 
25 provides installment payments and which may contain reasonable 
26 provisions to ensure payment security. provided that provisions to 
27 ensure payment security are uniformly applied. 
28 d. (n addition to the five standard policies described in 
29 subsection a. of this section. the board may develop up to five 
30 rider packages. Any such package which a carrier chooses to 
31 offer shall be issued to a small employer who pays the premium 
32 therefor, and shall be subject to the rating methodology set forth 
33 in section 9 of this act. 1 

34 1[4. A Basic health benefits plan shall provide: 
35 a. Basic hospital expense coverage for a period of 21 days in 
36 each benefit year for each covereo person for expenses incurred 
37 for medically necessary treatment and services. rendered as a 
38 result of injury or sickness. including: 
39 (1) Daily hospital room and board. including general nursing 
40 care and special diets; 
41 (2) Miscellaneous hospital services. including expenses incurred 
42 for charges made by the hospi tal for services. and supplies which 
43 are customarily rendered by the hospital and provided for use 
44 only during any period of confinement; 
45 (3) Hospital outpatient services. including surgical and other 
46 services rendered on a day stay basis. hospital services rendered 
47 within 72 hours after accidental injury. and x-ray and other 
48 laboratory and other diagnostic tests to the extent that benefits 
49 for such services would be provided if rendered to an inpatient of 
50 the hospital; 
51 b. Basic medical-surgical expense coverage for each covered 
52 person for expen5es incurred for medically necessary services for 
53 the treatment of sickness or injury for the following: . 
54 (1) Surgical services; I 
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1 (2) Anesthesia services, including the administration of
 
2 necessary general anesthesia and related procedures in
 
3 connection with covered surgical services rendered by a physician
 
4 other than the physician perfonning the surgical services;
 
5 (3) Inpatient hospital services rendered to a person who is
 
6 confined to a hospital for treatment of sickness or injury other
 
7 than that for which surgical care is required;
 
8 (4) Matemity benefits. including cost of delivery and pre-natal
 
9 care;
 

10 c. Out-of-hospital physical examinations. including related 
11 x-rays, immunizations, and diagnostic tests, rendered on the 
12 following basis: 
13 (1) For covered minors of less than two years of age, up to six 
14 examinations during the first two years of life; 
15 (2) For covered minors of at least two years of age but not 
16 more than 18 years of age, no more than one physical 
17 examination at ages 3, 6, 9, 12, 15, and 18 years of age; 
18 (3) For covered adults of at least 19 years of age but less than 
19 40 years of age, one physical examination every five years; 
20 (4) For covered adults of at least 40 years of age but less than 
21 60 years of age, one examination every three years; and 
22 (5) For covered adults of age 60 years or older, one, 
23 examination every two years. 
24 Every Physical examination rendered pursuant to this 
25 subsection shall be subject to such co-payments and deductibles 
26 as are provided for in the plan. 
27 d. The plan provided for herein may, subject to the approval of 
28 the commissioner, with respect to health maintenance 
29 organizations, be modified as necessary to comply with the 
30 provisions of subchapter XI of Pub.L.93-222 (42 U.S.C. §300e et 
31 seq.).]l 
32 1[5. a. A Basic Plus health benefits plan shall provide the 
33 same benefits as the basic policy, as well as hospital and medical 
34 expense coverage in excess of the basic policy as l!stablished and 
35 modified by the board frou: time to time, and approved by the 
36 cummissioner, but in no case shall benefits provided for in the 
37 Basic Plus coverage exceed an actuarial value which is 20% 
38 greater than the actuarial value of the basic coverage provided 
39 pursuant to section 4 of this act. 
40 b. The benefits which may be provided in excess of the 
41 benefits in the basic plan may include, but shall not be limited to, 
42 additional inpatient hospital benefits, additional diagnostic tests, 
43 benefits directed toward the prevention of disease, provided that 
44 they are quantifiably cost effective, and additional medical and 
45 surgical expense benefits, 
46 c. At the discretion of the board, the Basic Plus plan may , 
47 provide for a selection of not more than three altemative benefit 
48 packages which may be selected by small employers according to 
49 the needs of their work force, provided however, that no 
50 combination of alternative benefits in addition to the basic 
51 benefits shall exceed the actuarial value estabWihed in subsection 
52 a. of this section.)l 
53 1[6.a.) 4. 1 Plans required to be offered l[pursuant to sections 
54 4 or 5 of this act shaUl under this act mayl be subject to 
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1 coinsurance and deductibles, which may vary by selected portions 
2 of the coverage, except that no deductible applicable to any 
3 portion of the coverage shall exceed $250 for an individual or 
4 family wlit during any benefit year, and no coinsurance applicable 
5 to any portion of the coverage shall exceed $500 for an individual 
6 or family unit during any benefit year, unless provided by the 
7 board pursuant to section 1[23) 171 of this act. Neither 
8 coinsurance nor deductibles shall be applicable to maternity 
9 benefits. 

10 I[b. Except as provided herein, no law requiring the inclusion 
11 of any specified health care service or benefit and no law 
12 requiring the reimbursement, utilization, or consideration of a 
13 specific category of licensed health care practitioner shall apply 
14 to any Basic or Basic Plus health benefits plan provided for 
15 herein.J1 
16 1[1.) 5. 1 Coverage provided pursuant to this act shall be subject 
11 to standard coordination of benefits provisions for all persons 
18 covered under the policy or contract. No~withstanding the 
19 provision of any other law to the contrary, I[coverage) the health 
20 benefits plan with the lowest actuarial value1 provided under 
21 l[policies or contracts issued pursuant to sections 4 or 5 orIl this 
22 act shall not extend to any injury for which coverage is available 
23 or applicable pursuant to section 4 of P.L.1972, c.70 (C.39:6A-4), 
24 and l[the coverage provided by a policy or contract issued 
25 pursuant to this acll that health benefits plan1 shall not be used 
26 as a substitute for any insurance required to be maintained 
27 pursuant to section 4 of P.L.1972, c.70 (C.39:6A-4). 
28 1[8. a. Except as otherwise provided by this act, a preexisting 
29 condition provision shall not exclude coverage for an eligible 
30 employee or dependent for a period beyond 180 days following the 
31 effective date of coverage of an eligible employee and may only 
32 relate to conditions manifesting themselves during the six months 
33 immediately preceeding the effective date of coverage in such a 
34 manner as would cause :; n ordinarily prudent person to seek 
35 medical a(jvice. diagnosis, care or treatment or for which medical 
36 advice, diagnosis, care, or treatment was recommended or 
37 received during the six months immediately preceding the 
38 effective date of coverage, or as to a pregnancy existing on the 
39 effective date of coverage.) 
40 6. a. No health benefits plan subject to this act shall include 
41 any preexisting condition provision, provided that, a preexisting 
42 condition provision may apply to a late enrollee or to any group 
43 of two to five persons if such provision excludes c~verage for a 
44 period of no more than 180 days following the effective date of 
45 coverage of such enrollee, and relates only to conditions 
46 manifesting themselves dUring the six months immediately 
41 preceeding the effective date of coverage of such enrollee in 
48 such a manner as would cause an ordinarily prudent person. to 
49 seek medical advice, diagnosis, care or treatment or for whic~ 

50 medical advice, diagnosis, care, or treatment was recommended 
51 or received during the six months immediately precedinB the 
52 effective date of coverage, or as to a pregnancy existing on the 
53 effective date of coverage; provided that, if 10 or more late 
54 enrollees request enrollment during any 3D-day enrollment 
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1 period, then no preexisting condition provision shall apply to any 
2 such enrollee.1 
3 b. In detennining whether a preexisting condition provision 
4 applies to an eligible employee or dependent, all health benefits 
5 plans shall credit the time that person was covered under 1[a] - 6 !!!l1 previous l[employer based]1 health benefits plan if the 
7 previous coverage was continuous to a date not more than 90 days 
8 prior to the effective date of the new coverage, exclusive of any 
9 applicable' waiting period under such plan. 

10 1[9.J 7. 1 Every policy or contract issued to small employers in 
11 this State l[including, but not limited to, policies or contracts 
12 issued pursuant to the provisions of this act)1 shall be renewable 
13 with respect to all eligible employees or dependents at the option 
14 of the policy or contract holder, or small employer except under 
15 the following circumstances: 
16 a. Nonpayment of the required premiwns by the policyholder, 
17 contract holder, or employer; 
18 b. Fraud or misrepresentation of the policyholder, contract 
19 holder, or employer or, with respect to coverage of eligible 
20 employees or dependents, the enrollees or their representatives; , 
21 c. The number of employees covered under the health benefits 
22 plan is less than the number or percentage of employees required 
23 by participation requirements under the health benefits policy or 
24 contract; 
25 d. Noncompliance with a carrier I s employment contribution 
26 requirements; 
27 e. I[The carrier withdraws the polley form, with the approval 
28 of the commissioner, in which case the group shall be offered an 
29 altemative policy or contract by the carrier which offel'S 
30 comparable benefits; 
31 f.)l Any carrier doing business pursuant to the provisions of 
32 this act ceases doing business in the small employer market, if 
33 the following conditions are satisfied: 
34 (1) The carrier ~ives notice to cease doing business in the 
35 small employer market to the commissioner not later than eight 
36 months prior to the date of the planned withdrawal from the 
31 small group market, during which time the carrier shall continue 
38 to be govemed by this act with respect to business written 
39 pursuant to this act; ~or the purposes of this subsection, "date of 
40 withdrawal" means the date upon which the first notice to small 
41 employers is sent by the carrier pursuant to paragraph (3) of this 
42 section; 
43 (2) No later than two months following the date of the 
44 notification to the commissioner that the carrier intends to cease 
45 doing business in the small employer market, the carrier shall 
46 mail a notice to every small business employer insured by the 
41 carrier that the policy or contract of insurance will be 
48 terminated. This notice shall be sent by certified mail to the 4 

i49 small business employer not less than six months in advance of 
50 the effective date of the cancellatiol"l date of the policy or 1

I:
I51 contract; 

52 (3) Any carrier that ceases to do business pursuant to this act 
53 shall be prohibited from writing new business in the small 
54 employer market for a period of five years from the date of I 
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1 notice to the commissioner. 
2 1[10. Late enrollees may be excluded from coverage: a. for 
3 12 months for all coverage; or b. for 12. months for a preexisting 
4 condition. No combined period of total exclusion or exclusion for 
5 Q preexisting condition shall exceed 12 months.)1 
6 1[11.) 8.1 Any small employer carrier may require a reasonable 
1 specified minimum participation of eligible employees, which 
8 shall not exceed 15%, or reasonable minimum employer 
9 contributions in determining whether to accept a small group 

10 pursuant to this act. The standards so established by the carrier 
11 shall be first approved by the board and shall be applied Wliformly 
12 to all small groups. except that in no event shall a carrier require 
13 an employer to contribute more than 10% to the annual cost of 
14 the policy or contract, or an amount as otherwise provided by the 
15 board, and any minimum participation standards established by 
16 the carrier shall be reasonable. In establishing the percentage of 
17 employee participation, a one-to-one credit shall be given for 
18 each employee covered by a spouse I s health benefits coverage. 
19 1112. a. Rate differentials of any small group policies or 
20 contracts delivered, issued for delivery, or continued in this State 
21 may be based only on the factors of age, gender, and geography. 
22 No carrier shall issue any policy or contract in which the rates 
23 charged to any group exceed four times the base premium rate 
24 charged to the lowest-rated small employer group written by the 
25 carrier for a like benefits plan. 
26 b. In establishing the rating classifications provided for by 
21 subsection a. of this section, no carrier shall establish an excess 
28 of six rating territories, and no rating territory shall be any 
29 smaller than a county. 
30 c. No rate classifications based on age shall provide for rate 
31 changes within any period which is less than five years. Age 
32 ranges, which shall be in five-year increments, ~all be 
33 established by the commissioner by regulation and shall apply to 
34 all small group policies, whether or not written pursuant to 
35 sections 4 and 5 of' this act. 
36 d. The premium rates charged to any small employer for 
31 policies or contracts issued before the effective date of this act 
38 by any carrier shall, within three years of the effective date of 
39 this act, conform to subsection a. of this section. The four to one 
40 ratio established by subsection a. of this section shall be applied 
41 separately to each type of benefits plan issued by the carrier. 
42 e. Notwithstanding the provisions of subsection d. of this 
43 section to the contrary, the provisions of subsection a. of this 
44 section shall be applied separately to policies or contracts: (1) in 
45 the case of any small employer contracts issued by a hospital 
46 service corporation or medical service corporation or any 
41 successor corporation which constitute a closed block of business 
48 as of September 1, 1991; or (2) in ,the case of any small employer 
49 pOlicies issued WIder an open enrollment plan by any other health 
50 insurer which have not been offered for sale as of Ianuary I, 1989. 
51 f. Any premium charged for exr~5S coverage for policies 
52 issued pursuant to sections 4 or 5 of this act shall h Sllbject to 
53 the limitations provided for in this section. 
54 g. Rating classifications established by carriers for small 
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1 group policies or contracts shall not operate to produce rates for 
2 any small employer group which are excessive, inadequate, or 
3 unfairly discriminatory. 
4 h. The provisions of this section shall apply to all small group 
5 business issued by any insurer in this State, whether or not 
6 written pursuant to section 4 or 5 of this act.]1 
7 1[13. In cormection with the offering for sale of any policy or 
8 contract to a small employer,each small employer carrier shall 
9 make a reasonable disclosure, as a part of its solicitation and 

10 sales materials, of the following: 
11 a. The extent to which premium rates for a specified small 
12 employer are established or adjusted based upon the actual or 
13 expected variation in claims costs; 
14 b. Any factors applicable to the policy or contract which are 
15 attributable to factors other than claim experience or duration of 
16 coverage, since issue, which affect changes in premium rates; and 
17 c. Provisions relating to renewability of policies and 
18 contracts.]1 
19 1[14. a. Every small employer carrier shall maintain at its 
20 principal place of business a complete and detailed description of 
21 its rating plan and underwriting practices, including renewal 
22 underwriting practices. Rating plans shall be based on commonly 
23 accepted actuarial assumptions and shall be in accordance with 
24 sound actuarial principles. This infonnation shall be available to 
25 the commissioner upon request. Except in cases of any violation 
26 of this act, the infonnation provided for herein shall be 
27 considered proprietary and trade secret infonnation and shall not 
28 be subject to disclosure by the commissioner to persons outside of 
29 the department except as agreed to by the small employer carrier 
30 or as ordered by a court of competent jurisdiction. 
31 b. Every small employer carrier shall file no later than March 
32 1 each year following the effective date of this act. a 
33 certification signed by an actuary and attested by an officer of 
34 the insurer that the carrier is in compliance with the act and that 
35 the rating methods of the small employer are actuarially sound. 
36 A copy of the certification shall be retained by the small 
37 employer cartier at its principal place of business.]l 
38 19. a. (1) Effective January 1, 1997, no small employer health 
39 benefits plan shall be issued in this State unless the plan is 
40 community rated. 
41 (2) During the period January 1, 1994 to December 31, 1995. 
42 the premium rate charged by a carrier to the highest rated small 
43 group purchasing a small employer health benefits plan shall not 
44 be greater than 300% of the premium rate charged to the lowest 
45 rated small group purchasing that same health benefits plan. 
46 (3) During the period January 1, 1996 to December 31, 1996, 
47 the premium rate charged by a carrier to the highest rated small 
48 group purchasing a small employer health benefits plan shall not 
49 be greater than 200% of the premium rate charged for the lowest 
50 rated small sroup purchasing that same health benefits plan. 
51 (4) The commissioner shall study the impact on the health 
52 insurance marketplace of the transition from the ratitw 
53 methodology described in parasraph (3) of this subsection to 
54 community rating. In makinB this study the commissioner shah 
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1 consult with representatives of the health insurance industry.
 
2 health care providers, consumer and public interest sroups and
 
3 such other persons with expertise deemed relevant by the
 
4 commissioner. The commissioner shall report his findings to the
 
5 Governor and the Lesislature on a day that the Legislature is in
 
6 session, on or before July 1, 1996. If the Legislature does not
 
7 take action within 60 days after its receipt of the comUli~ionei" s
 
8 report, to amend this act. comm\Ulity rating. will become
 
9 effective on January 1, 1997.
 

10 b. Notwithstandins any other provision of law to the contrary, 
11 group hospital or medical coverage obtained through an 
12 out-of-State trust covering a group of 49 or fewer employees or 
13 participating persons who are residents of this State shall be 
14 comm\Ulity rated regardless of the situs of delivery of the policy. 
15 c. Notwithstanding any other provision of law to the contrary, 
16 no carrier offering any health benefits plan pursuant to the 
17 provisions of this act shall act to circumvent the intent of this 
18 act by acting as a third party administrator for groups of small 
19 employers, anyone of whom was insured as of September 1, 1992j 
20 provided. however, that this provision shall not act to limit a 
21 bona fide group of small employers who vol\Ultarily act together 
22 to provide health benefits to their employees. 
23 d. Notwithstanding any other provision of law to the contrary. 
24 this act shall apply to an association or trust of employers. if the 
25 group includes one or more member emploYers-or other member 
26 groups which have 49 or fewer employees or members excLusive 
27 of spouses and dependents. 
28 e. Nothing contained herein shall prohibit the use of premium 
29 rate structures to establish different premium rates for 
30 individuals and family units. 
31 f. No insurance contract or policy subject to this act may be 
32 entered into unless and \Ultil the carrier has made an 
33 informational filing with the commissioner of a schedule of 
34 premiums. not to exceed 12 months in duration, to be paid 
35 pursuant to such contract or policy, of the carrier's rating plan 
36 and classification system in connection with such contract or 
37 policy, and of the actuarial 8!'lSUmptions and methods used by the 
38 carrier in establishing premium rates for such contract or policy. 
39 g. (1) Beginning January 1, 1995. a carrier desiririg to increase 
40 or decrease premiums for any policy form subject to this act may 
41 implement such increase or decrease upon making an 
42 informational filing with the commissioner of such increase or 
43 decrease, along with. the actuarial assumptions and methods used 
44 by the carrier in establishing such increase or decrease. provided 
45 that the anticipated minimum loss ratio for a policy form shall 
46 not be less than 75% of the premium therefor. Until December 
47 31, 1996. the informational filing shall also include the carrier's 
48 rating plan and classification system in connection with such , 
49 increase or decrease. ; 

50 (2) Each calendar year. acarrier shall return. in the form of 
I 

51 agsresatebenefits for each of the five standard policy forms 
52 offered by the carrier pursuant to section 3 of this act, at least 
53 75% of the aggregate premiums collected for the policy form I
54 during that calendar year. Carriers shall annually repOrt, no later 

I 
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1 than AUlUSt 1st of each Year, the lou ratio calculated pursuant
 
2 to this section for each such policy fonn for the previous
 
3 calendar year. In each case where the loss ratio for a policy fails
 
4 to substantially comply with the 75% loss ratio requirement, the
 
5 carrier shall issue a dividend or credit against future premiums
 
6 for all policyholders with that policy fonn in an amowt sufficient
 
7 to assure that the 88gregate benefits paid in the previous
 
8 calendar year plus the &mowt of the dividends and credits shall
 
9 equal 75% of the auregate premiums collected for the policY
 

10 form in the previous calendar year. The dividend or credit shall 
1t be issued to each policy which was in effect as of March 30th of 
12 the applicable year and remains in effect as of the date the 
13 dividend or credit is issued. All dividends and credits must be 
14 distributed by December 31 of the year following the calendar 
15 year in which the loss ratio requirements were not satisfied. The 
16 annual report required by this paragraph shall include a carrier's 
17 calculation of the dividends and credits, as well as an explanation 
18 of the carrier's plan to issue dividends or credits. The 
19 instructions and format for calculating and reporting loss ratios 
20 and issuing dividends or credits shall be specified by the 
21 commissioner by regulation. Such regulations shall include 
22 provisions for the distribution of a dividend or credit in the event 
23 of cancellation or termination by a @licyholder. 
24 h. No carrier issuing health benefits plans covering. two or 
25 more employees of a small employer shall issue a plan 
26 inconsistent with this act whose term extends beyond December 
27 31, 1993. 
28 i. The provisions of this act shall apply to health benefits plans 
29 which are delivered, issued for delivery, renewed or continued on 
30 or after January 1, 1994. The commissioner shall withdraw 
31 approval for the issuance and use of· all small employer policy 
32 forms, other than those approved by the board, effective January -.J 

33 1, 1994.1 

34 Ills.] 10.1 a. No health maintenance organization shall be 
35 required to offer coverage or accept applications pursuant to 
36 l[sections 4 or 5] section 31 of this act to a small employer if the 
31 small employer is not physically located in the health 
38 maintenance organization I s apI'~ oved service area, . to an 
39 employee when the employee does not work or reside within a 
40 service area, or if the health maintenance organization 
41 reasonably anticipates and demonstrates to the satisfaction of 
42 the commissioner that it will not have the capacity in its network 
43 of providers within the service area to deliver service adequately 
44 to the members of such groups because of its obligations to 
45 existing group contract holders and enrollees. 
46 b. No small employer carrier shall be required .to offer 
47 coverage or accept applications pursuant to this act for any 
48 period of time in which the commissioner determines that the 
49 requiring of the issuing of policies or contracts pursuant to this 
50 act would place the carrier in a financially impaired position. 
51 Ie. A health maintenance organization which complies with 
52 the basic health benefits. undarwritilll and ratins standards 
53 established by the federal govamment pUrsuant to subchapter XI 
54 of Pub.L.93-222 (42.U.S.C.§300e at Seq.), and "'''ich also 
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1 provides the comprehensive health benefit plan coverage required 
2 by section 3 of this act, shall be deemed in compliance with this 
3 act. 1 

4 ---rr:16. The provisions of sections 4 and 5 of this act shall apply 
5 to Basic and Basic Plus health benefits plans subject to this act 
6 which are delivered, i5.'iued for delivery, renewed or continued on 
7 or aCtel' the effective date of this act.)1 
8 1[17.) 11.1 a. Every policy or contract issued to a small 
9 employer in this State, including, but not limited to, policies or 

10 contracts which are subject to this act and which are delivered, 
11 issued. renewed, or continued on or after the effective date of 
12 this act. shall offer continued coverage WIder the plan to any 
13 employee whose employment was terminated for a reason other 
14 than for cause and to any employee covered by such plan whose 
15 hours of employment were reduced to less than 30 subsequent to 
16 the effective date of coverage for that employee. The employee 
17 shall make a written election for continued coverage within 
18 30 days of a qualifying event. For the purposes of this section, 
19 "qualifying event" shall mean the date of termination of 
20 employment. or the date on which a reduction in an employee' s 
21 hours of employment becomes effective. For the purposes of this 
22 section. the date on which a health benefits plan is continued 
23 shall be the a:nniversary date of the issuance of the plan. 
24 b. Coverage continued pursuant tc? subsection a. of this section 
25 shall consist of coverage which is identical to the coverage 
26 provided WIder the policy or contract to similarly situated 
27 beneficiaries whose coverage has not been terminated or hours of 
28 employment reduced. If coverage is modified WIder the policy or 
29 contract for any group of similarly situated beneficiaries. this 
30 coverage shall also be modified in the same manner for persons 
31 who are qualified beneficiaries entitled pursuant to subsection a. 
32 of this section to continued coverage. Continuation of coverage 
33 may not be conditioned upon, or discriminate on the basis of, lack 
34 of evidence of insurability. 
35 c. The health benefits plan may require payment of a premium 
36 by the employee for any period of continuation coverage as 
37 provided for in this section, except that the premium shall not 
38 exceed 102% of the appli':able premium paid f~r similarly 
39 situated beneficiaries under the health benefits plan for a 
40 specified period, and may, at the election of the payor, be made 
41 in monthly installments. No premium payment shall be due 
42 before the 30th day after the day on which the covered employee 
43 made the initial election for continued coverage. 
44 d. Coverage continued pursuant to this section shall continue 
45 until the earlier of the following: 
46 (1) The date upon which the employer WIder whose health 
47 benefits plan coverage is continued ceases to provide any health 
48 benefits plan to any employee or other qualified beneficiary; 
49 (2) The date on which the continued coverage ceases under the 
50 health benefits plan by reason of a failure to make timely 
51 payment of any premium required WIder the plan by the former 
52 employee having the continued coverage. The payment of any 
53 premium shall be considered to be timely if made within 30 days 
54 after the due date or within such longer period as may be 
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1 provided for by the policy or contract; or
 
2 (3) The date after the date of election on which the qualified
 
3 beneficiary first becomes:
 
4 (a) Covered under any other health benefits plan, as an
 
5 employee or otherwise. which does not contain a provision which
 
6 limits or excludes coverage with respect to any preexistm,
 
1 condition of a covered employee or any spouse or dependent who
 
8 is included under the coverage provided the covered employee,
 
9 for such period of the limitation or exclusion; or
 

10 (b) Eligible for benefits under Title XVUI of the Social 
11 Security Act. Pub.L.89-91 (42 U.S.C. §l395 et seq,). 
12 e. Notice shall be provided to employees at the 
13 commencement of coverage as to their continuation rights under 
14 the plan. A qualified beneficiary may elect continuation 
15 coverage offered pursuant to this section no later than 30 days 
16 after the qualifying event. For the purposes of this section, 
17 "qualified beneficiary" means any person covered under a small 
18 employer group policy. 
19 f. The provisions of this section shall not apply to any person 
20 who is a qualified beneficiary for the purposes of continuation of 
21 coverage as provided in accordance with section 3011(a) of Title 
22 UI of Pub.L.I00-641 (26 U.S.C. §49808 et al.). 
23 g. In no event shall any continuation of coverage provided for 
24 under this section exceed 12 months from the qualifying event. 
25 1[18.] 12.1 There is created a nonprofit entity to be known as 
26 the New Jersey Small Employer Health Excess Insurance 
27 Program. All carriers issuing health benefits plan policies and 
28 contracts in this State l[and any MEWA providing health 
29 benefits]l shall be members of this program. The program shall 
30 be administered by the board of directors established pursuant to 
31 section 1[19] y1 of this act. 
32 1[19.] 13.1 a. Within 60 days of the effective date of this act, 
33 the commissioner shall give notice to all members of the time 
34 and place for the initial organizational meeting, which shall take 
35 place within 90 days of the effective date. The members shall 
36 select the initial board, subject to the approval of the 
37 commissioner. The board shall consist of 11 persons, including 
38 the Commissioner of Heal~h and the commissioner or their 
39 designees, both of whom shall sit ex officio. Initially, three of 
40 the public members of the board shall be elected for a three year 
41 tenn, three shall be elected for a two year term, and three shall 
42 be elected for a one year tenn. Thereafter, all board members 
43 shan be elected for a term of three years. The following 
44 categories shall be represented among the public members: 
45 (1) Two carriers whose principal health insurance business is in j 

46 the small employer market; j,41 (2) One carrier whose principal health insurance business is in 

i
~ 

48 the large employer market;
 
49 (3) A health, hospital or medical service corporation; ,
 
50 (4) A health maintenance organization;
 

i
i 

51 (5) A risk-assuming carrier;
 
52 (6) A reinsuring carrier utilizing the excess coverage provided
 I 
53 for in this act; and 
54 (1) Two persons representing small employers. 
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1 No carrier shall have more than one representative on the 
2 board. 
3 b. If the initial board is not elected at the organizational 
4 meeting, the commissioner shall appoint the public members 
5 within 15 days of the organizational meeting, in accordance with 
6 the provisions of paragraphs (1) through (7) of subsection a. of 
7 this section. 
8 l c. The board shall determine the Statewide average payment 
9 per insured for each benefit plan provided for under this act. 

10 Each carrier who satisfies the efficiency and risk management 
11 standards promulgated by the board pursuant to subsection f. of 
12 section 15 of this act and whose average cost of insuring 
13 individuals covered by small employer health benefits plans 
14 exceeds the Statewide average cost of ino;:uring such individuals 
15 by 20%, shall be reimbursed by the program for 80% of its costs 
18 in excess thereof. 
17 d. All meetings of the board shall be subject to the 
18 requirements of the "Open Public Meetings Act," P.L.l975, c.231 
19 (C. 10:4-6 et Seq.). 

20 e. At least two copies of the minutes of every meeting of the 
21 board shall be delivered forthwith to the commissioner. l 

22 1[20. a.] 14.1 Within 90 days after the election of the initial 
23 board, the board shall submit to the commissioner a plan of 
24 operation which shall establish the administration of the program 
25 pursuant to the provisions of this act. The plan of operation and 
26 any subsequent amendments thereto shall be submitted to the 
27 commissioner who shall, after notice and hearing, approve the 
28 plan if he finds that it is reasonable and equitable and sufficiently 
29 carries out the provisions of this act. The plan of operation shan 
30 become effective after the commissioner has approved it in 
31 writing. The plan or any subsequent amendments thereto shan be 
32 deemed approved if not expressly disapproved by the 
33 commissioner in writing within 90 days of receipt by the 
34 commissioner. 
35 1[b. If the board fails. to submit a suitable plan of operation 
36 within 90 days after its appointment, the commissioner shall. 
37 after notice and hearing, adopt and promulgate a temporary plan 
38 of operation. The commissioner shall amend or rescind any such 
39 plan promulgated by him upon the subm~: fln and approval of a 
40 plan submitted by the board pursuant to subsection a. of this 
41 section.)1 
42 1[21.] 15.1 The plan of operation shall lconstitute a public 
43 record and shall1 include, but not be limited to, the following: 
44 a. A method of handling and accounting for assets and moneys 
45 of the program and an annual fiscal reporting to the 
46 commissioner; 
47 b. A means of providing for the filling of vacancies on the 
48 board, subject to the approval of the commissioner; 
49 c. A means of selecting an administering carrier, and a 
50 statement of the powers and duties of the administering carrier 
51 and the compensation of the administering carrier land a 
52 statement of the efficiency standards an administering carrier 
53 must meet1 ; 
54 d. The method to be used l(for securing excess insurance under 
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1 the provisions of this act) to detennine the extent to which a
 
2 carrier I a payment per insured for each benefit plan provided for
 
3 under this act. exceeds the Statewide averge payment per
 
4 insured for each benefit plan provided for under this act l ;
 
5 e. The method Iho be used for establishing appropriate excess
 
6 insurance premiums to be charged to carriers electing to reinsure
 
7 risks in accordance with this acd for determining the extent to
 
8 which a carrier whose average cost of insuring individuals
 
9 covered by small employer health benefits plans exceeds the
 

10 threshold described in subsection c. of section 13 of this act may 
11 receive reimbursement from the program1 ; 
12 f. I[The method to be used to make up any shortfall which may 
13 occur as the result of risks being reinsured under the provisions of 
14 this act.) A statement of the efficiency and risk management 
15 standards a carrier must meet before a carrier may receive 
16 reimbursement from the program;' andl 
11 g. l[A procedure for establishing the health benefits plans for 
18 which excess coverage is to be provided: 
19 h.l1 Any additional matters which are appropriate to 
20 effectuate the provisions of this act. 
21 1[22.] 16.1 The l[board shall have the general powers and 
22 authority granted under the laws of New Jersey to insurance 
23 companies writing health insUrance pursuant to Title 178 of the 
24 New Jersey Statutes, to health maintenance organizationS 
25 approved or qualified to transact business in this State. and to 
26 health service corporations, medical service corporations, and 
27 hospital service corporations, but in no case shall the program 
28 established under this act write any policy or contract of 
29 insurance directly. In addition to the aforementioned powers, 
30 the]l board shall have the authority to: 
31 a. Enter into contracts as are necessary or proper to carry out 
32 the provisions and purposes of this act; 
33 b. Sued or be sued. including taking any legal actions as may 
34 be necessary for recovery of any assessments due to the program 
35 or to avoid paying any improper claims: 
36 c. l[Issue excess insurance policies or other docwnents 
31 evidencing such coverage; 
38 d.]l Establish rules, conditions, and procedures pertaining to 
39 the 1(reinsurancel reimbursemt;;,t and assessment1 of l[members' 
40 risksl members1 by the program: I 
41 l[e. Establish appropriate rates, rate schedules, rate 
42 adjustments. rate classifications. and such other actuarial 
43 functions which may be appropriate to the operation of the 
44 program, for providing excess coverage; 
45 f.] d. 1 Assess members in accordance with the provisions of 
46 this act, including such interim assessments Q may be reasonable 
41 and necessary for organizational and interim operating expenses. 
48 Such interim assessments shall be credited as offsets against any 
49 regular assessments due following the close of the fiscal year: 
50 l and1 

51 1[8.]!!:.1 Appoint from among its members appropriate legal, I' 
I52 actuarial. and other committees as necessary to provide technical .. 

53 assistance in the operation of the program, policy and other I 
54 contract design, and any other f\Ulction within the authority of 
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1 the prolram 1[; and
 
2 h. Borrow money to effect the purposes of the prolram. Any
 
3 notes or other evidence of indebtedness of the prolram not in
 
4 default shall be 181al investments for carriers and may be carried
 
5 as admitted assets)l.
 
6 1[23.J 11.1 Subject to the approval of the commissioner, the
 
7 board shall 1[establish the fonn and level of coverales] fonnulate
 
8 the five health benefits plans1 to be made available by small
 
9 employer carriers in accordance with the provisions of this
 

10 act 1, and shall promulRllte five standard forms pursuant theretol 

11 . The board may establish benefits levels, deductibles and 
12 copayments, exclusions, and limitations for the I[Besic and Basic 
13 Plus health care plan, consistent with sections 4 and 5 of this 
14 act. The board shall also determine what components of a small 
15 employer's health benefits plan may be reinsured] such health 
16 benefits plans in accordance with the law1. 
17 One health care· plan shall be established which contains 
18 benefits and cost sharing levels which are consistent with the 
19 basic method of operation and the benefits plans of health 
20 maintenance organizations, including any restrictions pursuant to 
21 subchapter XI of Pub.L.93-222 (42 U.S.C. §300 et seq.). The 
22 board shall submit the plans so established to the commissioner 
23 for his approval no later than 90 days after the election of the 
24 board pursuant to section 1[19] 131 of this act. The commissioner 
25 shall approve the plan if he finds it to be consistent with the 
26 provisions of l[sections 4 and 51 section 31 of this act. Any plans 
27 submitted to the commissioner by the board shall be deemed 
28 approved if not expressly disapproved in writing within 60 days of 
29 its receipt by the commissioner. Such plans may contain, but 
30 shall not be limited to, the following provisions: 
31 a. Utilization review of health care services, including review 
32 of medical necessity of hospital and physician services; 
33 b. Managed care systems, including large case management; 
34 c. Provision for selective contracting with hospitals, 
35 physicians, and other health care providers; 
36 d. Reasonable benefits differentials which are applicable to 
37 participating and nonparticipating providers; 
38 e. Notwithstanding the provisions of section 6 of this act to 
39 the contrary, the board may, f:om time to time. adjust 
40 coinsurance and deductiblesi l[and]1 
41 f. Such other provisions which may be quantifiably established 
42 to be cost containmont devices Ii 
43 g. The department shall publish annuallx a list of the premiums 
44 charged for each of the five standard small employer health 
45 benefits plans and for any rider package bx all carriers· writing 
46 !!!1!Lplans. The department shall also publish the toll free 
41 telephone number of each such carrierl . 
48 1[24. After the commissioner's approval of the health benefits 
49 plan guidelines formulated by the board pursuant to section 23 of 

I 

60 this act, a small employer carrier shall file its policy or contract ! 
51 forms with the commissioner and shall certify to the ~ 

52 commissioner, in a fonn required by the commissioner. that the 
53 plans filed by the carrier are in compliance with the guidelines 
54 established by the board. The certification shall be signed by the I 

t 
J 
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1 chief executive officer of the camero Upon fiUns the 
2 certification with the commissioner, the carrier may use the 
3 certified plans until such time, after notice and heal'in8, as the 
4 commissioner disapproves their continued use.)t 
5 1(25.] 18.1 Every small employer carrier shall elect to be 
6 either a risk-BSS1D11ing carrier or a reinsuring carrier and shall 
7 file notice of such election with the board. Carriers electing to - 8 be a risk-assumins carrier shall do so only with the approval of 
9 the commissioner. Application for risk-assuming status shall be 

10 filed with the commissioner on a form approved by the 
11 commissioner, and shall be deemed appn)Ved if it is net 
12 disapproved in writing within 90 days of the commissioner's 
13 receipt of the application. In detennining whether to approve an 
14 application by a small employer carrier to become a 
15 risk-assuming carrier, the commissioner shall consider the 
16 carrier's financial condition. its history of assuming and 
17 managing risk, and its experience in managing small group 
18 business. The commissioner may also seek comments from the 
19 board prior to rendering a decision on the application. Any 
20 carrier which has made application for a risk-assuming status 
21 which has been disapproved by the commissioner shall be granted 
22 a hearing within 60 days of the disapproval. 
23 1(26.] 19.1 a. Any member which elects to be a reinsuring 
24 carrier may l(obtain excess insurance from the program on any 
25 new small employer group policy or contract issued pursuant to 
26 sections 4 or 5 of this act. on any small employer group, or any 
27 individual beneficiary for any amount payable for eligible claims 
28 in excess of $7.500 per covered beneficiary per year. In such 
29 case, the program shall provide the excess coverage subject to 
30 the payment by the reinsuring carrier of an appropriate 
31 reinsurance premium. Coverage may be reinsured within 60 days 
32 of the commencement of the employer's coverage with the small 
33 employer carrier. With respect to eligible employees and their 
34 dependents who are hired su~quent to the commencement of 
35 the employer I s coverage and who are not late enrollees to the 
36 plan. coverage may be reinsured within 60 days of the 
37 commencement of their coverage under the plan. Excess 
38 coverage may be terminated with respect to any employee or 
39 dependent on any plan anniversary] receive reimbursement in 
40 accordance with the standards developed by the board pursuant to 
41 subsections d.• e. and f. of section 15 of this aet1• 
42 b. Election to l[purchase excess coverage through the 
43 program] h~~ome a reinsurilllS carrier1 shall be binding for a 
44 five-}'p'l'r period, except that the initial election shall be made 
45 within 30 days of the submission to the commissioner of the plan 
46 of operation proVided for in section 1[20] 141 of this act, and 
47 shall be effective for two years. 
48 1[27.]20. 1 Every member which elects to be a reinsurins 
49 carrier shall apply its case management and claims handling 

-e 50 
51 

techniques, including, but not limited to, utilization review, 
individual case management, preferred provider provisions and 

52 other methods of operation, in the same manner with respect to 
53 l[both reinsured and non-reinsured] all its1 business. 
54 1(28. a. Premium rates charged by the prolram for entire 

i 
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1 groups shall not exceed 1.5 times the rate established by the 
2 board for similar groups for which excess coverage has not been 
3 purchased. In computing the premium. the board shall establish a 
4 rate from which the premium shall be computed which is not less 
5 than the average rate for like risks for the small group market as 
6 a whole. 
7 b. Premium rates charged by the program for individuals shall 
8 not exceed 5.0 times the rate established by the program for 
9 similar persons for which excess coverage has not been purchased. 

10 c. Premium rates charged for excess insurance by the program 
11 to a health maintenance organization that is approved by the 
12 United States Secretary of Health and Human Services as a 
13 federally qualified health maintenance organization pursuant to 
14 subchapter XI of Pub.L.93-222 (42 U.S.C. §300e et seq.). and as 
15 such is subject to requirements that limit the amount of risk that 
16 may be ceded to the program, shall be reduced to renect the 
17 portion of the risk so ceded. 
18 d. Premium rates charged for excess insurance shall not be 
19 charged directly back to the group or individual for whom the 
20 excess insurance is being obtained.]1 
21 1(29.] 21.1 a. Following the close of 1(each fiscal year of the 
22 administering carrier. the administering carrier shall determine 
23 the net premiums. the administrative expenses of the program 
24 and the incurred losses, if any, for the year. taking into account 
25 investment income and other appropriate gains and losses. 
26 Health benefits plan premiums and benefits paid by a member 
27 that are less than an amount determined by the board to justify 
28 the cost of collection shall not be considered for purposes of 
29 determining assessments. For the purposes of this section, "net 
30 premiums" means health benefits plan premiums, less 
31 administrative expense allowances, and health benefits plan 
32 premiums eamed by MEWAs shall be established by adding the 
33 paid losses and administrative expenses of such associations] the 
34 calendar year ending December 31, the administering carrier 
35 shall determine the total amount owed by the program in that 
36 calendar year to all carriers qualifying for reimbursement by the 
37 program. Such amount shall be known as the net loss of the 
38 program1 . 
39 b. Any net loss for the year shall be recouped by assessments 
40 of members. Assessments '.hall first be apportioned by the board 
41 among ali reinsuring carrier members in proportion to their 
42 respective shares of the plan premiums earned in this State from 
43 health benefits plans covering small employers during the 
44 calendar year coinciding with or ending during the fiscal year of 
45 the program, or on any other equitable basis reflecting coverage 
46 of small employers as may be provided in the plan of operation. 
47 In making this determination. the board may base the assessments 
48 upon annual reports and other data filed by the member small 
49 employer carrier. 
50 c. If the net loss is not recouped before assessments totaling 
51 4% of the aggregate premiums from policies or contracts 
52 covering small employers have been collected from reinsUring 
53 small employer carriers. additional assessments not to exceed 1% 
54 of the aggregate premiums from all health benefits policies or 
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1 contracts shall be apportioned by the board among all members, 
2 including risk-assmning carriers. in proportion to their respective 
3 shares of the total health benefits plan premiums earned in this 
4 State from all health benefits plans during the preceding calendar 
5 year. A carrier shall receive a credit against this assessment to 
6 the extent the carrier can demonstrate that its assumption of 
7 high-risk small employer groups which are not reinsured is 
8 proportionate to its market share of small employer health 
9 benefits plans, as such groups and market shares are defined by 

10 the board in the plan of operation. A carrier shall not be assessed 
11 for all individual non-group contracts or policies issued on a 
12 guaranteed issue basis or on any coverage issued by the carrier 
13 pursuant to the Medicaid program. P.L.196S. c.413 (C.30:4D-l 
14 et seq.). 
15 d. If assessments exceed actual losses and administrative 
16 expenses of the program. the excess shall be held at interest and 
17 used by the board to offset future losses or to reduce program 
18 premiums. As used in this subsection, "future losses" includes 
19 reserves for incurred but not reported claims. 
20 e. Provision may be established in the plan of operation for the 
21 imposition of an interest penalty for late payment of assessments. 
22 1[30.] 22. 1 A member may seek from the commissioner a 
23 deferment in whole or in part from any assessment levied by the 
24 board. The commissioner may grant the deferment if. in his 
25 opinion, the payment of the assessmemt would endanger the 
26 ability of the member to fulfill its contractual obligations. In the 
27 event an assessment against a member is deferred in whole or in 
28 part. the amount by which the assessment is deferred may be 
29 assessed against the other members in a manner consistent with 
30 the basis for assessment set forth in this act. The member 
31 receiving a deferment shall remain liable to the program for the 
32 amount deferred and shall be prohibited from reinsuring any 
33 individuals or groups in the program if it fails to pay assessments. 
34 1[31.] 23.1 A small employer carrier which elects to cease 
35 participating as a reinsuring carrier and elects to become a 
36 risk-assuming· carrier shall be prohibited from l[reinsuring or 
37 continuing to reinsure any small p.mployer health benefits plan] 
38 receiving reimbursement from the jJrogram1 pursuant to this act. 
39 Any reinsuring carrier electing to become a risk-assuming carrier 
40 shall pay a prorated assessment l[based upon business issued as a 
41 reinsuring carrier for any portion of the year that the business 
42 was reinsured]1. 
43 1[32. a. The board may establish a subcommittee to monitor 
44 the market conduct of risk-assuming carriers and reinsuring 
45 carriers to assure that the provisions of this act are being carried 
46 out. The subcommittee shall. from time to time, recommend for 
47 the approval by the commissioner market conduct requirements 
48 for carriers and agents. The subcommittee shall also, in 
49 conjunction with the department. publish a list of all small 
50 employer carriers, as well as a list of toll free telephone nmnbers 
51 which are easily accessible by small employers. In the event that 
52 the board believes that any carrier is violating any provision of 
53 this act or is conducting itself improperly in the marketinl or 
54 sale or its small group business. whether issued pursuant· totms 
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1 act or otherwise, it shall report this to the commissioner. who 
2 shall conduct an investigation of that carrier, including, but not 
3 limited to, an audit of the carrier's records. 
4 b.] 24.1 The board shall l[also]l establish guidelines to ensure 
5 that small employer carriers are assuming their share of high risk 
6 small employer groups in proportion to their market share of 
1 small employer health benefits plan business. In the event that 
8 any carrier does not assume its reasonable share of the high risk 
9 market, the board may adjust the assessment formula, with the 

10 approval of the commissioner. to require a proportionally higher 
11 assessment for the carrier. 
12 1[33.] 25.1 Any carrier which violates this act shall be subject 
13 to a penalty assessment, as determined by the commissioner, 
14 whether or not the carrier is a risk-assuming carrier or a 
15 reinsuring carrier. 
16 1[34.] 26.1 The excess insurance program established pursuant 
11 to this act shall be exempt from l[any taxes levied by the State, 
18 including]l premium taxes. 
19 1[35. No carrier writing small employer group insurance 
20 business pursuant to this act shall insure any small group under a 
21 policy or contract of insurance provided for in sections 4 or 5 of 
22 this act, which small group is insured by any carrier as of the 
23 effective date of the act or dUring the calendar year immediately 
24 preceding.]l 
25 1[36. No later than one year following the effective date of 
26 this act and at least annually thereafter for the subsequent four 
21 years, the board shall conduct a review of the small group 
28 insurance market to examine the effectiveness of the insurance 
29 provided for in this act in terms of its acceptance among small 
30 employers and the adequacy of the benefits provided for. The 
31 review shall determine whether an additional prod.uct or products 
32 should be made available tmder the program provided for by this 
33 act, including major medical coverage. In addition, the board 
34 shall analyze the effect of the four to one premium ratio 
35 established pursuant to section 12 of this act to determine 
36 whether the relationship of the high-to-Iow rates established 
31 pursuant to that ratio are inequitably (iistributed throughout the 
38 small group market, 3o'1d whether the ratio so established can be 
39 further reduced without negative economic effect on any group. 
40 The board shali report to the Govemor and the Legislature 
41 after each review required by this. section, and include any 
42 recommendations it may have with respect to the modification or 
43 augmentation of the program.]! 
44 1[31.) 21,1 A carrier which violates any provision of this act 
45 shall be liable to a penalty of not less than $2.000 and not greater 
46 than $5.000 for each violation. The penalty shall be collected by 
41 the commissioner in the name of the State in a summary 
48 proceeding in accordance with "the penalty enforcement law," 
49 N. J.S.2A:58-1 et seq.. 
50 1[38.] ~1 No assessment provided for under this act shall 1[, 
5t under any circumstances, be an obligation of the Statel be 
52 charged, directly or indirectly, to policyholders or the public, 
53 provided that a carrier· may charBe such an usessmeQL.!!! 
54 policyholders to the extent that the charlin, of the assessment is 
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1 necessary to enable the carrier to earn a constitutionall~ 

2 adequate rate of retum1 . 
3 129. The board shall promulgate one standard claim form. In 
4 order to provide a standard system of 'payment for medical 
5 services. all claim forms for any claimant' s use under any group 
6 health insurance policY issued or delivered in this State shall 
7 conform to the form adopted by the board.1 
8 130. Notwithstanding any other provision of law to the 
9 contrary. all regulations conceming any health benefits plan 

10 subject to this act shall be promulgated pursuant to this act.1 

11 1[39.] 31.1 This act shall take effect immediately. 
12 
13 
14 
15 
16 Requires certain insurers. service corporations and HMOs to offer 
17 standardized health insurance plans to small groups; establishes a 
18 reinsurance program. 



II .s 311 

::.,'.:: 
~ • 'l. 
( ;e': 

I . 

OFFICE OF THE GOVERNOR
 
NEWS RELEASE
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609-777-2600 Sept. 8, 1992 

GOVERNOR FLORIO ANROURCES PLAH TO CONDITIONALLY VETO HEAL BILL 

Governor Jim Florio announced today that he will conditionally
 
veto the HEAL health insurance bill because it lacks critical
 
measures that are essential to making real reforms to the health
 
care system.
 

"In New Jersey alone, 800,000 people wake up every morning
without any health insurance coverage," Gov. Florio said. "Too many 
people are being forced to choose between getting medical insurance 
and putting food on the table. Many who have insurance worry that 
it could be gone tomor:ow -- lost in a layoff, cancelled by insurers 
or priced out of reach. A 

While the bill would require insurance companies doing business
 
in the state to offer insurance policies to small businesses,
 
companies could fulfill this obligation with skeleton policies that
 
carry high pricetags and exclude or discriminate against certain
 
individuals. Those people deemed to be bad risks would then be
 
dumped into a state-sanctioned pool, similar to the Joint
 
Underwriting Association that formerly existed for auto insurance.
 

The governor called for changes that would require companies to
 
offer open enrollment so that no small group could be turned away.

To lower the cost of health 
wi 11 include a requirement
insurers to spread the risk 
or businesses. 

The governor also said 
health insurers to offer five standard policies, in, order to reduce 
the administrative costs of the insurance industry and make the 
process of buying health insurance easier for consumers. To assiSt 
consumers, the governor' s changes would reqUl.l'e the Insurance 
Department to annually publish a price list for the 20 leading
companies for each of these five policies. 

-more­

insurance, the governor said his veto 
for community rating, which requires 
across a larger n~~ber of policyholders 

he will include changes that require 
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Finally, the governor's changes will require the Legislature to 
eliminate the "JUA" provision of the bill. It would be replaced by 
a mechanism that requires the risk to be spread across as wide a 
base as possible while maximizing the incentive of insurers to 
control costs. All the changes would be required to be phased in 
over four years. 

"The fact is, the health care industry is out of control. Up to 
40 cents out of every dollar we spend on health care is squandered 
on administration and pushing paper by an insurance industry that is 
more concerned with denying people coverage than paying their 
medical bills," Gov. Florio said. 

"And no one in the system has any incentive to keep costs down 
-- not doctors, not hospitals, or insurance companies, or lawyers, 
or even patients. The inefficiency and waste just multiplies and 
gets tacked on to the crippling premiums we all pay," Gov. Florio 
said. 

The governor cited the case of, Roslyn Schwartz, a Bergen County 
woman who set out to walk from her Ridgefield home to Trenton last 
month to bring attention to the plight of citizens like her. 

Ms. Schwartz has been battling cancer, which is now in 
remission, but has fallen deeply in debt from medical bills. She 
continues to live without insurance because no one will sell it to 
her, and she couldn't afford it if they did, and she is unable to 
afford critical foll~w-up tests designed to catch any recurrence of 
her cancer. She ended her walk to Trenton after meeting with the 
governor at a diner on Route 1 in Elizabeth. 

"I told Roz that I heard her cries, and I vowed to fight for her 
and the hundreds of thousands of people like her who have the right 
to be treated with dignity and respect at the most difficult times 
in their lives," Gov. Florio said. 

"But even this bi 11 doesn't go far enough,· The Governor said. 
"This will protect small groups, but there are thousands of 
individuals, like ROB, who don't fit in any category. I will not 
stop until we have made affordable health care avaIlable to all of 
New Jersey's citizens.­

I'.. "With these changes, we can make New Jersey a national leader in 
health care. It won't be oasy, the health insurance industry is ~ 
powerful special interest opposed to many of these cbange.,- GOY. 
Florio said. "But we have to have the courage, . inspired by people
like Roslyn Schwartz, to follow through. ae.ltb insurance is too 
important to the people of ou~ st&~8 to settle for balf ..asuref. or 
empty promises." ., , , , 
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