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SENATE; No. 1483

ST TE OF NEW JER- EY
TNTHODU .FD 8Ji~P'PEMBER 22, 1.980

By Senators RAJ HLTON, WRISS, FFT1DMAN and H~RBERT

Referred to Committee on State Government, Federal and

Interstate Relationsal d Veterans Affairs

, N ACT to amend the "1' ew Jersey State Health Benefits Program

Act," approved June 3.1961 (P. L. 1961., e. 49).

read as follows:

1. BE IT F;NACTED by the S('.l~ate and General ASSC111,bly a,f the State

2 of New Jersey:

1 1. Section 5 of P. L. 1961, c. 49 (C. 52 :14--17.29) is amended to

2

3

4

5. (A) The cor tract or contracts purchased by the commission

pursuant to section 4 shall provide separate coverages or policies

f) aR fol1ow :

(j (1) Bas' c beJlefits whi ch shall include:

7 (a) Hospital benefits, including outpatient;

8 (ll) Surgical benefits;

!) (c) Inpatient medical benefits;

10 (d) Obstetrical benefits*[, in the case of family contracts]·;

lOA and

(e) Post-hospital serVIces rendered hy an extended care

facility or by a home health agency and for specified medical

care visits h~T a physician during an eligible period of such

post-hospital services, to the extent and subject to the condi­

tio'ns and limitations agreed to by the commission and the

carrier or carriers.

include hellefits for;

(i) . dditional days of inpatient medical service;

(ii) Surger,' elsewhere than ina hospital;

(iii) X-ray, radioactIve isotope therapy and pathology

services;
Expu~A;I~N-Matte~·e~closedinbold-facedbrncket!l[thus] iii the above bill

, ,. _, i not enacted. and .i~ ill.ten4~d J9 e ,om!ued in the law.
~ .. - .. -'. "'! " t \, _ -

22

11

12

13

14

15

16

17 Basic benefits shall be substantially equivalent to those available

18 011 a group remittance basis to employees of the State and their

19 depel dents under the subscription contracts of the New Jersey

20 "Blue Cross" and "Blue Shield" Plans. Such basic benefits shall

21

23

24

25
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26 (iv) Physical tlwrap!," services:

27 (v) B.adiUll1 or radon therap!," services:

28 and the extended basic benefit;;; shall be subject to the same COll­

29 ditioJ1s and limitations, applicable to such hellefits, as are set forth

:~o I!l "ExtelHlcd Outpa tieHt Hospital Benefits Hider," Form 1500,

~l 71 (!)-GG), and in "Ext(~llded BC11eiit Hider" (as amended), Form

;~2 ;\[8 7050.T (9-66) issued h~' UIP N(~w Jersey "Blue Cross" and

:33 "TIlue Shield" Plal:s, respectively, and as the same may he

:34 amended or superseded, subject to filing by the Commissioner of

35 Insurance; and

~6 (2) Major medical expense beTlefits which shall provide benefit

37 pa~ll1ents for rcasonal,le and necessary eligible medical expenses

38 lor hospitalizatioE, surgery, medieal treatment and other related

30 servieps and snpp1ies to the extent they are not covered by basic

:W 110l1efits. 'rhe eonu!lissioll may, lJy regulatiolJ, determine what types

41 or :)()J'vices alHi supplies shall he included as "eligible medical

42 services" under the major medical expense benefits coverage as

43 well as those whi('h ;,haJ1 be excluded from or limited under such

4t coverage. Benefit payments for major medical expellse benefits

45 shall he equal to a percentage of the reasonable charges for eligible

-JG ml~di('!:tl services illcUITed by a covered employee or an employee's

47 ('o\!i'r0.d depClld0.1It, during' a caleTldar year as exceed a deductible

48 for such calendar year of $100.00 subject to the maximums herein­

49 after provid.ed alHl to the other terms and. conditions authorized by

f)0 this ad. The percentage shall be 80% of the first $2,000.00 of

51 charget> foT' clig'ible medical services incurred subsequent to satis­

:>2 factiol! of tlw dedncti hIe and 100% thereafter. There shall he a

;'):3 :,eparate oeductihle for (~aeh calendar year for (a) each enTolled

54 employee and (h) all (~m'olled dependents of such employee. Not

55 more thall [$2fj,OOO.00] $l,{)OO,ooo.oo shan be paid for major

GG medi<;al eXpPJ1S(~ bpl1efits with respect to any Olle person [for any 1

~)7 calcJldar y(~aJ' tllid not wore tl!HII $100,000.00 shall be paid for such

GR helldits \V i til respl'ct to any oae person] for the entire period of

5q such Pf~l'SOil 's COVera,I!;e Lluder the plan, whether continuous or inter­

(iO l'nptcd except Hmt [these lllHXinmlJls] thismaa:hn1tm. may he re­

(il appli(~d to a ('overcfl persoll ill 8.11iOUlltS not to exceed $2,000.00 a

n:\ ymtr. lVIaxllllUlllS of $10,000.00 per calendar year and $20,000.00 for

(j;~ the entire period of the ]1(~rson's coverage undpr the plan shall

G4 apply to (~ligiblp expellses illcurred because of mental illness or

(j;) functiollal ne1'YOn8 disorders, alld such may be reapplied to a

G6 co,-ered person. For retired employees, the maximum Jifetime

07 henefit for each PCI'~OI shall 11e the unused balance of the lifetime

68 maximum remaining while ill active service [or $20,000.00, wlrielt­

69 ever is less, with a minimum benefit of $5,000.00] *or $1.00,000.00



69A whichever is less., ~(}ith a mi'nirnu1n betbejif of $5,000.00'*. lJuder the

70 ..conditiollS agreed upon' by the cOlnrrlissioll and tIle carriers -as set

71 fortIl in. the eontra,et, tJle <leiluctible for a ealendaryear 111a)T be

72 satisfied ill ,vllol(~ or in })urt byeljgible e.harges i nellrred fll1ring·

73 th.e last 3 Illonths of the prior calendar year.

74 l\ny f;erviee deterlnined b~y reg'ulation of the eornnllSSlon to l)e

7G an "~~]ig'ilJ]f' rnedieal ser\Tiee" llnder tIle JTlajor Inedical expense

7(1 henefltH coverage \vIdell is perforlued hy a (luly licensed practichlg·

77 J)syehologist vvithin tIle la",rful scope of his pra,ctice 8]la11 he recog-­

78 nized for reinlbursen1ent uIl.der tIle sanle COllditions as would appl~l

79 "vere snell Hervjce })erfOflIled by a physician.

80 ( J3) l1eIlPfits llnd~er the contract or contracts purchased as all..

81 thorized h~y this ftct n1ay h(~ s11bject to such liIllitatiollS, exclusions,

82 or \vaiting' l1eriods as tIle corrlnlissioll finds to b(~ necessary or de··

83 sirahle to avoid illequit~y,ullll(~Cessaryutilization, <Iuplicatioll of

84 services or henefits otller\vise available, inclucling eoverage afforded

85 ullder the la\vs of tlJt~ lJllited States, such. as the Ferleral Inedicare

86 IJrog·ra.lll, or for otller reasons.

86A *Benefits fUlnder the con,tract orCO!f~tract..~· l)'U/rGl~ased asa1Jthoriized

86B b~J th'is act shall ·in,clude thuse lor' the tFeatn'tefnt of alcohol;is'Jn t{)l~e1'e

860 such treat'ntent 'is IJrescribed by a l)I~:1J'~'icfia'n a1~d :ihall also -in,cl~tde

86n treatrne'Ylt while con:ft/rtedin., Or' as arYl orutlJatient of a lice'Ytsed hoslyital

86B 0'1' 1'esidential t1rea.trnerlt progt~ant 1/vhich 1fteets rni rl'lrin1r1Irn staJ2da-rds

86F of care equivalerlt to th-ose presc·ribed bJf the J oirl'lt C01n1rtissio1~ on

86G H ospfital Accreditatiofn. No betnefits shall be prrov'ided be~!olnd those

StiR st'ip1tlated in th,e con.tTact.,,- held lJJJ th/~ l3tate IIealth Be'neftts C01Yt­

861 1nission.*

H7 ((~) r[,he rates eharg'ed for any contract purehase(l l1nder the

BS ullthority of t:l1is aet Rhall reasonably arl(l equitably r(~flect the eost

SD of the helH~flts provj(l(~(l hased on TJrinciples Wllicll in tl1e jl1dg'rnent

90 of th(~~ eOBlJHission are actuarialljT sounel. 1~h.e rates chargee} shall

91 he deterrnillPd hy the carrier on aecepte(l group rating principles

B2 ,vi tIl (lue reg"al'd. to tIle experience, hoth past aIld contemplated,

~~ llll(ler the contract. The eonlJnission shall llaV"e tllP right to par­

B4 ticulariz{\ sllbgroups for experience purposes and rates. No in­

95 creas(~ i 11 rates s]lall l)e retroaetive.

!)() (D) 1~11e illitial terln of any eo.ntractpllrchased, by the cOIlunis­

97 sion llnder the allthorit), of tl1is act shalll)e for SllCh p·eriod to which

98 thp COn.lTllissioll and tIle carrier Inay ag"ree, but permission nlay be

99 lllade for alltolllatic renevval ill the abserlce of notice of terrllina­

100 tion by tIle i.{:[State]* *Co 'inrn,issriofn *. Sllhselluellt terIllS for whicll

101 allY COlltract rnay be rene,ved as llereillprovided sllall eacll be linl­

102 ited to a period llot to exceed 1 year.
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103 (:8) The contract shallcontail1 a provision that. if basic benefits

104 "'Ot" major medical expe'nse lienefits* of an employee or oian eligible

105 dependent under the (~ontraet~ .after having been in effect for at

lOG least Lmonth "'in the case of hasic benefits Qt. at least.q months in the

107 Gase of nw,jo-r med'leal. e:,tpellse he'l'lcfii .... ~', is tr~rminatecl, other tha11

108 by voluntary cam~e]]atiOJI of enrollment, there shall lJe a :U-day

109 period follovvii:g; OlP dfed,ive date of' termillatioJi during which

110 such employee or dep(~lldellt may exercise the option to convert~

111 without evidence of good health, to *[left-group conversion]'" ·con­

112 verted* coverage issued by the ~'[carrier]* *ca'rriers· on a direct

113 payment basis. Such *[cOlwersion]* *col1uerted* coverage shall

114 include benefits of the type classified as "hasic henefits" *01" "majoT

115 medical expense henefit:;"* ill suhsection (A) hereof *and shall be

116 equivalent to the be'neftts which had heenp'rovided when the pM"sOli

117 was covered as a'n e'mlJlo,ljee*. rl'he provision shall fnrther stipnlate

118 that the employee or dependent eXf'.I'cisillg the option to convert

119 shall pay the Juil p~~!'iodie charges for the *[left-gronp]'" ~'con­

120 verted* coverage \\'hich shan be subject to sneh terms and conditions

121 as are normally prnsel'ihed hy the carrier lor this type of coverage.

] 22 (F) rrhe conullissiOiJ ma.\' purchase a colltract or contracts to

123 provide drngprescriptioii alld other health care benef1ts or au­

124 thorize the purchase of a contract or contracts to provide drug

125 prescription and other health care benefits as may be required to

12G implement a duly executed collective negotiations agreement or as

127 may be reqnire(l to implement a determination by a public employer

128 to provide such henefit or benefits to employf'.es not included in col­

129 lective nep:otiatiol1:; un lis.

1 2. This act shall take effect immediately.
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113 further stipulate that the employee or dependent exerCIsmg the

114 option to convert shall pay the full periodic charges for the left­

115 group coverage which shall be subject to such terms and conditions

116 as are Hormally prf\scrihe<l by the carrier for this type of coverage.

117 (F) The commission may purchase a contract or contracts to

118 provide drug prescription and other health care benefits or au­

119 thorize the purchase of a contract or contracts to provide drug

120 prescription and other health care benefits as may be required to

121 implement a duly executed collective negotiations agreement or ar:;

122 may be required to implement a determination by a public employer

123 to provide such benefit 01' benefits to emp]o~Tees not included in co]­

124 lective negotiations units.

1 2. This act shall take effect immediately.

SeC1-,.(:;/ .' STAT'KMENT, .

This bill will inc-rease major medical maximum benefits for all

active and retired pal,ticipants in the New Jersey State Health

Benefits Program to $1.,000,000.00, and eliminate annual ma.ximum

henefits for active participants. In lip:ht of the spiraling inflatio,nary

cost of health care, these increases are necessary at this time.

This bill will help to relieve the anxieties now experienced by

retired persons in that it will replace the lifetime maximum of

$20,000.00 with the continuation of the $1,000,000.00 maximum

allowance. Retired persons are continually pressured by insurance

sales people who make a point that $20,000.00 major medical cover·

age is inadequate. Many retired persons are pressured into pur­

chasing expensive insurance policies due to their fear of the

inadequate coverage.

Health insurance contracts being sold today often include signifi­

cantly higher major medical maximums than are presently offe,red

through the State Health Benefits Program at rates compatible

with that of the State Health Benefits Program. This has created

a set of circumstances which make the State Health Benefits Pro­

gram noncompetitive. The value of the State Health Bene.fits

Program for participating political subdivisions in this State is

the pooling of many groups into one large group for the purpose

of maintaining lower rates. An erosion of participating groups will

have a significant negative impact on the total value of the pro­

gram. ':.eherefore, it becomes increasingly more important that this

program maintain a competitive set of benefits for its participants.
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DATED: NOVEMBER ~;), 1981

This bill amends the " New Jersey State Health Benefits Program

Ad" to incr8ase the amou~t of major medical expense henefits for all

aetive and retired participants in the pro;zram.

The bill does three things:

1. It increases the maximum major medical benefIt from its present

level of $25,000.00 to $1,000,000.00.

2. It eliminates the annual maximum benefib for active participants.

3. It eliminates the maximum lifetime benefit for retired employees.

Under present law this maximum is set at $20,000.00. rrhis bill will

make it possible for retired employees to be covered by the unused

balance of the $1,000,000.00 maximum beuefit.

It is the position of the sponsor that, "In light of the spiraling infla­

tionary cost of health care, these increases are necessary at this time."

·With resp~ct to removing the limit on the lifetime benefit for retired

~,mployees the sponsor states that, "i\Jany reti red persons are pressured

into purchasing expensive insurance policies due to their fear of the

inadequate coveTage."

'1'he Division of Pensions estimates that the cost for the first year

\yonld be $807,000.00 to cover State employees and $1,85:3,000.00 to cover

employee8 of local gov~rnment-a total or $2,660,000.00.

. ~..'., ....
. ;--" -...
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STATE OF I\IEW JERSEY
DA1'ED: DECJiil\1BER 10, 1981 .

Senate Bill No. US:J iw:rea:;es the amount of major mellital expepse

benefits for all active and retired participants in the -program.

The bill establishes a ~$l million maximum major medical COVE'rage

program for persons eovered by the plan. Current la,v provides a

$25,000.00 maximum payment per year with a lifetime maximum of

$100,000.00.

The major medical coverage for retired employees ,vould be the

balance of the unused lifetime ma.'{imu.l'1l remaining while in active

service.

The committee amendments "yonlc1 allow' those who leave government

service to convert their policies to individual policies. TI18Y also place

a $100,000.00 maximum and $;),000.00 Inillimum on payments to reti....ees

under State niajor medical policies. Finally, they include treatment of

alcoholism as a benefit to be included in major medical contracts entered

into by the commission.

rrhe Division of Pensions estimates the first year cost to be $807,000.00

for State employees and $1,85:3,000.00 to cover local government

employees.

'\

.~



COMMITTEE 
SENATEAAMENDMENTSTO 

SENATE, No. 1483 

STATE OF NEW JERSEY
 

ADOPTED DECEMBER 10, 1981 

Amend page 1, sectio11 1, line 10, omit ", in the case of family C011­

tracts". 

Amend page 2, section 1, line (i!l, after "$5,000.00]", insert "or 

"$100,000.00 whichever is less, with a minimum benefit of $5,000.00". 

Amend page 3, section 1, after line 86, insert "Benefits under the 

contract or contracts purchased as authorized by this act shall include 

those for the treatment of alcoholism where such treatment is prescribe'l 

by a physician and shall also include treatment while confined ill or 

as an outpatient of a licensed hospital or residential treatment program 

which meets minimum standards of care equivalent to those prescribed 

by the Joint Commission on Hospital Accreditation. No benefits shall 

be provided beyond those stipulated in the contracts held by the State 

Health Benefits Commission.". 

Amend page 3, section 1, line 100, omit "State", insert "Commission". 

Amend page 3, section 1, line 103, after "benefits", insert "or major 

medical expense benefits". 

Amend page 3, section 1, line 105, after "month", insert "in the case 

of basic benefits or at least 3 months in the case of' major medical ex­

pense benefits". 

Amend page 3, section 1, line 109, omit "left-group conversion", lll­

sert "converted". 

Amend page 3, section 1, line 110, omit "carrier", insert "carriers". 

Amend page 3, section 1, line 111, omit "conversion", insert "con­

verted". 

Amend page 3, section 1, line 112, after "benefits", insert "or 'major 

medical expense benefits' "; after "hereof", insert "and shall be equiva­

lent to the benefits which had been provided when the person was cov­

ered as an employee". 

Amend page 4, section 1, lines 114-115, omit "left-group", insert "con­

verted". 
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STATEMENT 

These amendments would allow those who leave government servi(',f~ 

to convert their policies to individual policies. They also place a 

$100,000.00 maximum and $5,000.00 minimum on payments to retirees 

nnder State major medical lJolicies. Finally, they include treatment of 

alcoholism as a beuefit to be included in major medical contracts entered 

into by the State Health Benefits Commission. 

http:5,000.00
http:100,000.00
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~3483, sponsored by Senator John P. Caufield (D-Essex), prohibiting any water

company in the State from charging a standby water fee to any residential health

,are facility, rooming or boarding house required to have a sprinkler system.
\

• Under the bill, a water company may charge a boarding house or otber facility

for the cost of installing a water main connection, but it may not charge the

facility for any other fees in excess of the cost of water actually used by the

sprinkler system.

5-1483, also sponsored by Senator Hamilton, raising the maximum major medical-
benefits receivable under.'the State Health Benefit Program to $1 milHon for active- ... ··­

~embers·and ilOO,eO~ for retired members or those who leave the system. Current law

sets maxirr.uQ benefits at $100,000 for all perjons. The bill also allo~s employees who

leave state employment to convert their major medical policies to individual policies,

transferring the benefits.

5-3175, sponsored by Senator Eugene Bedell (D-Monmouth), permitting municipalities

to construct extensions to the water supply systems of public utilities. The costs of

construction will 'be funded by assessments against real estate.and municipal bonds.

Proceeds from the sale or lease of the extensions would be refunded to the owners of

the assessEd properties.

5-3521, also by Senator Hamilton, permitting-a member of the Public Employees'

Retirement System (PERS), who, prior to enrollment in the system, was temporarily

employed by a State agency, to purchase credit for that time if he has remained in the

e~ploy of an independent State agencj.

5-3036, sponsored by Senator Frank X. Graves (D-Passaic), amending the Chil~'

labor Law to lower the legal age for newspaper carriers from 12 to 11 years.

5-3382, sponsored by Senator Merlino, permitting the director of the State Museum

to exchange, discard or ~ell Museum materials, with any-proceeds allocated to the

M~seum. The director's discretion witl be subject only to the approval of the Commis~ioner

of Education.

-~-
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