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SENATE, No. 1483
STATE OF NEW JERSEY

INTRODUCED SEPTEMBER 22, 1980

By Senators HAMILTON, WRISS, FETDMAN and HERBERT

Referred to Committee on State Government, Federal and

Interstate Relations and Veterans Affairs

Ax Aot to amend the “New Jersey State Health Benefits Program
Act,” approved June 3, 1961 (P. T.. 1961, c. 49).

1 Br 1t ENacTED by the Senate and General Assembly of the State

Q]

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

read as follows

Do

3 5. (A) The contract or contracts purchased by the commission
4 pursuant to section 4 shall provide separate coverages or policies
n as follows:

6 (1) Basie benefits which shall include:

7 (a) Hospital benefits, including outpatient;
8 (b) Surgical benefits;

s (e¢) Impatient medieal benefits;

10 (d) Obstetrical benefits*¥, in the case of family contracts]*;
10a and

11 (e) Post-hogpital serviees rendered by an extended care
12 facility or by a home health ageney and for speecified medical
13 care visits by a physician during an eligible period of such
14 post-hospital services, to the extent and subject to the condi-
15 tions and limitations agreed to by the commission and the
16 carrier or carriers.

17 Basie benefits shall be substantially equivalent to those available
18 on a group remittance hasis to employees of the State and their
19 dependents under the subseription contracts of the New Jersey
20 “Blue Cross” and “Blue Shield” Plans. Such basic benefits shall

21 include henefits for;

29 (i) Additional days of inpatient medical service;

23 (ii) Surgery elsewhere than in a hospital;

24 (iii) X-ray, radioactive isotope therapy and pathology
25 services; ‘

EXPLANATION—Mauer enclosed in bold-faced brackets [thusl in the abeve bill
. is not enacted and is mlendcd 1o be omm:ed in :he law o
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(iv) Physieal therapy services;
(v) Radium or radon therapy services;

and the extended bhasie benefits shall be subject to the same con-
ditions and limitations, appliecable to such henefits, as are set forth
in “Fxtended Outpatient Hospital Benefits Rider,” Form 1500,
71 (9-66), and in “lixtended Bernefit Rider” (as amended), Form
A 7050 (9-66) issued by the New Jersev “Blue Cross” and
“BDlue Shield” Plans, respeetively, and as the same may be
amended or superseded, subject to filing by the Commissioner of
Insurance; and

(2) Major medical expense benefits which shall provide benefit
pavments for reasonable and necessary eligible medical expenses
for hospitalization, surgery, medical treatment and other related
services and supplies to the extent they are not covered by hasic
Lenefits. The commission may, by regulation, determine what types
of serviees aund supplies shall be included as “eligible medical
services” under the major medical expense benefits coverage as
well ax those which shall be exeluded from or limited under such
coverage. Benefit pavments for major medical expense henefits
shall be equal to a percentage of the reasonable charges for eligible
medieal serviees incurred by a covered employee or an employee’s
covered dependent, during a calendar year as exceed a deduectible
for such calendar year of $100.00 subject to the maximums herein-
after provided and to the other terms and conditions authorized by
this act. The percentage shall be 80% of the first $2,000.00 of
charges for eligible medical serviees incurred subsequent to satis-
faction of the deductible and 100% thereafter. There shall be a
separate deduetible for each calendar year for (a) each enrolled
employee and (h) all enrolled dependents of such employee. Not
more than E[$25,000.003 $1,000,000.00 shall be paid for major
medical expense henefits with respect to any one person [for any 1
calendar vear aud not more than $100,000.00 shall be paid for such
henefits with respeet to any one person] for the entire period of
such person’s coverage under the plan, whether continunous or inter-
mpted except that [these maximums] this maximum may be re-
applied to a covered person in amounts not to exceed $2,000.00 a
vear. Maximums of $10,000.00 per calendar year and $20,000.00 for
the entire period of the person’s coverage under the plan shall
apply to eligible expenses ineurred hecause of mental illness or
funetional nervous disorders, and such may be reapplied to a
covered person. For retired employees, the maximum lifetime
benefit for each person shall he the unused balance of the lifetime
maximum remaining while in active service Lor $20,000.00, which-
ever is less, with a minimum benefit of $5,000.00] *or $100,000.00



69a
70
71

99

160
101
102

3

whichever is less, with a minimum benefit of $5,000.00%. Under the
conditions agreed upon by the commission and the carriers as set
forth in the contract, the deductible for a calendar vear may be
satisfied in whole or in part by eligible charges ineurred during
the last 3 months of the prior calendar vear.

Any service determined by regulation of the commission to he

“eligible medical service” under the major medical expense

ali
benefits coverage which is performed by a duly licensed practicing
psychologist within the lawful scope of his practice shall be recog-
nized for reimbursement under the same conditions as would apply
were such service perforied by a physician.

(B) Benefits under the contract or contracts purchased as au-
thorized by this act mav be subjeet to such limitations, exclusions,
or waiting periods as the commission finds to he necessary or de-
sirable to avoid inequity, unnecessary utilization, duplication of
services or benefits otherwise available, including coverage afforded
under the laws of the United States, such as the Federal medicare
program, or for other reasons.

*Benefits under the contract or contracts purchased as authorized
by this act shall include those for the treatment of alcoholism where
such treatment is prescribed by a physician and shall also include
treatment while confined in or as an outpatient of a licensed hospital
or residential treatment program whick 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 Com-
mission.*

() The rates charged for any contract purchased under the
authority of this act shall reasonably and equitably reflect the cost
of the henedits provided based on principles which in the judgment
of the conmunission are actuarially sound. The rates charged shall
be determined hy the carrier on accepted group rating prineiples
with due regard to the experience, both past and contemplated,
under the contract. The commission shall have the right to par-
ticularize subgroups for experience purposes and rates. No in-
crease in rates shall be retroactive.

(D) The initial termn of any contract purchased by the commis-
sion under the authority of this act shall be for such period to which
the commission and the carrier may agree, but permission may be
nmade for automatic renewal in the absence of notice of termina-
tion by the *[State]* *Commission*. Subsequent terms for which
any contract may be renewed as herein provided shall each be lim-

ited to a period not to exceed 1 year.
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- (I2) The contract shall contain a provision that.if basic benefits
*or major medical expense benefits* of an employee or of an eligible
dependent under the contract, after having been in effeet for at
least L mouth *in the case of basic benefits or at least 3 months in the
case of major mcedical expense benefils™, is terminated, other than
by voluntary cancellation of eanrollment, there shall he a 31-day
period following the cifective date of termination during which
such employvee or dependent may exercise the option to convert,
without evidence of good health, to *[left-group conversion}* *con-
verted* coverage issiied by the *[earrier]* *cairiers® on a direet
payment basis. Such *[conversion]* *converted* coverage shall
include benefits of the type classified as “basic benefits” *or “major
medical expense benefits”* in subseetion (A) hereof *and shall be
equivalent to the benefits which had been provided when the person
was covered as an employee®. The provision shall further stipulate
that the employee or dependent exervciging the option to convert
shall pay the full periodic charges for the *[left-group}* *con-
verted* coverage whieli shall be subjeect to such terms and conditions

as are normally preseribed by the carrier for this type of coverage.

(F') The conunission may purchase a contraet or contracts to
provide drug .prescriptioii and other health care benefits or au-
thorize the purchase of a contraet or contracts to provide drug
prescription and other health care benefits as may be required to
implement a duly exccuted collective negotiations agreement or as
may be required to irnplement a determination by a public employer
to provide such henefit or benefits to employees not included in col-
lective negotiations units.

2. This act shall take effect immediately.
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further stipulate that the employee or dependent exercising the
option to convert shall pay the full periodic charges for the left-
group coverage which shall be subject to such terms and conditions
as are normally prescribed by the carrier for this type of coverage.

(F') The commission may purchase a contract or contracts to
provide drug presecription and other health care benefits or au-
thorize the purchase of a contract or contracts to provide drug
prescription and other health care benefits as may be required to
implement a duly executed collective negotiations agreement or as
may be required to implement a determination by a public employer
to provide such benefit or henefits to employees not included in col-
lective negotiations units.

2. This act shall take effect immediately.

N W
This bill will inerease major medical maximum benefits for all

SPomgw s STATEMENT
active and retired participants in the New Jersey State Health
Benefits Program to $1,000,000.00, and eliminate annual maximum
henefits for active participants. In light of the spiraling inflationary
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 offered
through the State Health Benefits Program at rates compatible
with that of the State ITealth Benefits Program. This has created
a set of circumstances which make the State Health Benefits Pro-
gram noncompetitive. The value of the State Health Benefits
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. Therefore, it becomes increasingly more important that this

program maintain a competitive set of benefits for its participants.

s/483 (1950)
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SENATH, No. 1483

STATE OF NEW JERSEY

DATED: NOVEMBER 23, 1981

This bill amends the ‘‘New Jersey State IHealth Benefits Program
Act” to increase the amount of major medical expense benefits for all
active and retired participants in the program.

The biil does three things:

1. Tt increases the maximum major medical benefit from its present
tevel of $25,000.00 to $1,000,000.00.

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

3. It eliminates the maximum lifetime benefit for retired employees.
Under present law this maximum is set at $20,000.00. This 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 respect to removing the limit on the lifetime benefit for retifed
amplovees the sponsor states that, ¢“Many vetired persons are pressured
into purchasing expensive insurance policies due to their fear of the
inadequate coverage.”’

The Division of Pensions estimates that the cost for the first year
would be $807,000.00 to cover State employees and $1,853,000.00 to cover
emiployees of local govgrnment-a total of $2,660,000.00.
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with cormmmities amendments

STATE OF NEW JERSEY

DATED: DECIMBIR 10, 1981

Senate Bill No. 1453 increases the amount of major medical expense
benefits for all active and retired participants in the program.

The bill establishes a $1 million maximum major medical coverage
program for persons covered by the plan. Current law provides a
$25,000.00 maximum payment per year with a lifetime maximum of
$100,000.00.

The major medical coverage for retired employees would be the
balance of the unused lifetime maxiraum remaining while in active
service.

The committee ammendments would allow those who leave government
service to convert their policies to individual policies. They also place
2 $100,000.00 maxinum and $5,000.00 winimum on payments to retirees
under State major medical policies. Finally, they include treatment of
aleoholism as a benefit to be included in major medical contracts entered
into by the commission.

The Division of Pensions estimates the first year cost to be $307,000.00

for State employees and $1,853,000.00 to cover local government

employees.
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COMMITTEE
SENATE AAMEN DMENTS TO

SENATE, No. 1483
STATE OF NEW JERSEY

ADOPTED DECEMBER 10, 1981

Amend page 1, section 1, line 10, omit “, in the case of family con-
tracts”.

Amend page 2, section 1, line (9, after “$5,000.007”, 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 aleoholisni where such treatment is preseriberl
by a physician and shall also include treatment while confined in or
as an outpatient of a licensed hospital or residential treatment program
whieh meets minimum standards of care equivalent to those preseribed
by the Joint Commission on Hospital Acereditation. 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”, in-
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 service
to convert their policies to individual policies. They also place a
$100,000.00 maximum and $5,000.00 minimum on payments to retirees
under State major medical policies. Finally, they include treatment of

alcoholism as a beuefit to be included in major medical contracts entered
into by the State Health Benefits Commission.
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5-3483, sponsored by Senator John P. Caufield (D-Essex), prohibiting any water

§-3409
company in the State from charging a standby water fee to any residertial health
care facility, rooming or boarding house required to have a sprinkler system.

\
. Under the bill, a water company may charge a boarding house or other 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

gprinkler system.

5-1483, also sponsored by Senator Hamilton, raising the maximum major medical
P s

penefits receivable under*the State Health Benefit Program to $1 militon for active-*"--

geribers “and $100,000 for retired members or those who leave the system. Curreht law

i

sets maximun benéfits at $100,000 for all persons. The bill also allows employees who

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

}

. transferring the benefits.

o $-3175, sponsored by Senator Eugene Bedell (D-Monmouth), permitting municipalities
i

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.

e R

proceeds from the sale or lease of the extensions would be refunded to the owners of
the assessed properties.
i §;§§g1, also by Senator Hamilton, permitting-a member of the Public Employees'
Retirement System {PERS), who, prior to enrollment in the system, was temporarily
i employed by a State agency, to purchase credit for that time if he has remdined in the
employ of an independent State agency.
$-3036, sponsored by Senator Frank X. GPaves (D-Passaic), amending the Child’
Labor Law to Tower the legal age for newspaper carriers from 12 to 11 years.
S$-3382, sponsored by Senator Metlino, permitting the director of the State Museum
to exchange, discard or sell Museum materials, with any-proceeds allocated to the
Museum. The director's discretion witl be subject only to the approval of the Commis$ioner

of Education.
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