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817 - Repealer

P.L. 2005, CHAPTER 38, approved March 7, 2005
Senate, No. 1752 (First Reprint)

AN ACT concerning dental plan organizations, amending P.L.1979,
¢.478 and repealing section 22 thereof.

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

1. Section 2 of P.L.1979, c.478 (C.17:48D-2) is amended to read
as follows:

2. Inthisact, unless the context otherwise requires:

"Capitation” means a method of compensation by a dental plan
organization to its contracted dentists for dental services and supplies
provided to covered persons of the dental plan organization on the
basis of afixed periodic payment per covered person or enrollee;

[a] "Commissioner" means the Commissioner of Banking and
Insurance;

"Consultant” means a person who holds himself out as an advisor
or renders advice on the organization, financing, administration or
operation of a dental plan to any employer, union, trust fund or dental
plan organization:;

"Covered person” means any person eligible to receive covered
benefits or services and supplies under the terms of a dental plan;

[b.] "Dental plan” means any contractual arrangement for dental
services [ provided directly or arranged for or administered directly on
a prepaid or postpaid individual or group capitation basis] and
supplies to covered persons where contracted dentists are
compensated by means of capitation, salary or a method authorized,
submitted to and approved by the commissioner;

[c.] "Dental plan organization" or "DPQ" means any person who
undertakes to provide directly or to arrange for or administer one or
more dental plans providing dental services and supplies;

[d.] "Dental services' means services included in the practice of
dentistry as defined in R.S.45:6-19;

[e.] "Enrollee” means an individual [and his dependents who are
enrolled in a dental plan organization] whose employment or other
status, except family dependency, is the basis for eligibility for
enrollment in the dental plan, or in the case of an individual contract,
the person in whose name the contract is issued;

[f.] "Evidence of coverage" means any certificate, agreement or
contract issued to an enrollee, setting out the dental services and

EXPLANATION - Matter enclosed in bold-faced brackets [thus] in the above bill is not
enacted and intended to be omitted in the law.

Matter underlined thusis new matter.
Matter enclosed in super script numerals has been adopted asfollows:
1 Senate SCM committee amendments adopted October 4, 2004.
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supplies to which the enrollee and his dependents [is] are entitled,;

[g9. "Consultant" means a person who holds himself out as an
advisor or renders advice on the organization, financing,
administration or operation of a dental plan to any employer, union,
trust fund or dental plan organization;]

[h.] "Finder" means a person who brings together a dental plan
organization with an employer, union or trust fund for the purpose of
establishing a contractual relationship to provide dental services, or
facilities or equipment related to the operation of the dental plan or
dental plan organization.

"National Association of Insurance Commissioners' or "NAIC"
means the National Association of Insurance Commissioners, it's
affiliates, or subsidiaries, or any agency or committee thereof, or any
successor organization.

(cf: P.L.1983, c.24, s.1)

2. Section 3 of P.L.1979, ¢.478 (C.17:48D-3) is amended to read
asfollows:

3. a. No person may establish, operate or administer a dental plan
organization, or sell or offer to sell, or solicit offers to purchase, or
receive advance or periodic consideration in conjunction with any
dental plan organization, utilizing in the aggregate the services of more
than one full-time equivalent dentist, without obtaining and
maintaining a certificate of authority pursuant to this act.

b. Within 90 days after the effective date of this act, every dental
plan organization utilizing in the aggregate the services of more than
one full-time equivalent dentist shall submit an application for a
certificate of authority to the commissioner. A dental plan
organization may continue to operate until the commissioner acts upon
the application. If the application is denied, the dental plan
organization shall be treated as if its certificate of authority has been
revoked.

c. An application for a certificate of authority shall be in aform
prescribed by the commissioner, shall be verified by an officer or
authorized representative of the dental plan organization and shall
include the following:

(1) All basic organizational documents of the dental plan
organization, such as the articles of incorporation, articles of
association, partnership agreement, trade name certificate, trust
agreement, shareholder agreement or other applicable documents and
all amendments to those documents;

(2) The bylaws, rules and regulations or similar documents
regulating the conduct or the internal affairs of the dental plan
organization;

(3) The names, addresses [and], official positions and a
biographical affidavit (NAIC form) of the personswho are responsible
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for the conduct of the affairs of the dental plan organization, including
all members of the board of directors, board of trustees, executive
committee or other governing board or committee, the principal
officers, in the case of a corporation, and the partners or members, in
the case of a partnership or association;

(4) [All] Theform of all contracts or agreements made between
any dentist and the dental plan organization;

(5) All contracts or agreements made between any person listed in
paragraph (3) of this subsection and any dentist, consultant, finder,
supplier of administrative services or business manager;

(6) A description of the dental plan organization, its dental plan or
plans, facilities and personnel;

(7) The form of the evidence of coverage to be issued to the
enrollees;

(8) Theform of any group contract which isissued to employers,
unions, trustees or others;

(9) A financial statement prepared by an independent certified
public accountant, setting forth the applicant's present or anticipated
assets, liabilities and sources of funds. The statement shall set forth
the terms and conditions of all current liabilities and any outstanding
loans made from the funds of the applicant, and shall be attested to by
the applicant or an authorized officer thereof. If the commissioner
requires an audit of the financial records of the applicant by an
independent certified public accountant, the financial statement shall
be prepared and certified by the certified public accountant having
conducted the audit;

(10) The proposed method of marketing the plan, a financial plan
with a 3 year projection of the initial operating results and a statement
of the sources of working capital and any other sources of funding.
Thejustifications and assumptionsfor the marketing and financial plan
shall also be disclosed;

(11) A power of attorney duly executed by the dental plan
organization, if not domiciled in this State, appointing the
commissioner, the commissioner's successors in office and duly
authorized deputies as the true and lawful attorney of the dental plan
organization in and for this State, upon whom lawful process in any
legal action or proceeding against the dental plan organization on a
cause of action arising in this State may be served;

(12) A description of the geographic area or areas to be served, by
county and zip code (first 3 digits);

(13) A description of the procedures and programs to be
implemented to achieve an effective dental plan asrequired in section
5 a.(2) of this act; and

(14) Such other information as the commissioner may require.

d. The dental plan organization shall pay a fee of [$100.00]
$1.000 to the commissioner, upon filing an application for a certificate




© 0O NO Ol WDN PP

bbﬁbbb-|>000000wwwwwwwl\)l\)l\Jl\Jl\)l\)l\Jl\Jl\)l\)l—‘l—‘HHI—‘I—‘HHI—‘H
o 01 W NP OO0 NOOPA, WDNPOOOOWLOWNO U WNPEPOOOWONOOPMMWDNEO

S1752[1R]
4

of authority.

e. The commissioner shall act on an application for a certificate of
authority within 90 days following receipt of the application [or the
operative date of this amendatory and supplementary act, whichever
islater].

(cf: P.L.1983, c.24, s.2)

3. Section 4 of P.L.1979, ¢.478 (C.17:48D-4) is amended to read
as follows:

4. [Within 10 days following] Sixty days prior to any significant
modification of information submitted with the application for a
certificate of authority or a subsequent modification, a dental plan
organization shall file notice of the modification with the
commissioner.

(cf: P.L.1979, c.478, s.4)

4. Section 5 of P.L.1979, c.478 (C.17:48D-5) is amended to read
asfollows:

5. a. The commissioner shall issue a certificate of authority if he
is satisfied that the following conditions are met:

(1) The persons responsible for conducting the affairs of the dental
plan organization are competent and trustworthy and are
professionally capable of providing, arranging for or administering the
services offered by the plan;

(2) The dental plan organization constitutes an appropriate
mechanism to achieve an effective dental plan, as determined by the
commissioner;

(3) The dental plan organization has demonstrated the potential to
provide dental servicesin amanner that will assure both availability
and accessibility of adequate personnel and facilities;

(4) The dental plan organization has arrangements for an ongoing
quality of dental care assurance program;

(5 The dental plan organization has a procedure to establish and
maintain uniform systems of cost accounting and reports and audits
that meet the requirements of the commissioner;

(6) The dental plan organization isfinancially responsible and may
reasonably be expected to meet its obligations to [enrollees] covered
persons. In making this determination the commissioner shall
consider:

(8 The financial soundness of the dental plan's arrangements for
services and the schedule of [charges] premiums used;

(b) Any arrangement with an insurer or medical or dental service
corporation for continuation of coverage in the event of
discontinuance of the plan, on an indemnity basis through a group
vehicle to the end of the period for which premiums were paid to the
discontinued dental plan organization; and
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(c) The sufficiency of an agreement with dentists for the provision
of dental services;

(7) A genera surplusis maintained as required in section 6 of this
act;

(8) A contingent surplusisaccumulated and maintained as required
in section 7 of this act;

(9) The condition or methods of operation of the dental plan
organization are not such as would render its operations hazardous to
its enrollees or the public; and

(10) The persons responsible for conducting the affairs of the
dental plan organization are: (a) of good moral character, and (b)
have not been convicted, within 7 years of the filing of the application
for a certificate of authority, of acrimelisted in N.J.S.2C:41-1 or, at
any time, of engaging in a pattern of racketeering activity, as defined
in N.J.S.2C:41-1 and 2C:41-2.

b. When the commissioner disapproves an application for a
certificate of authority, he shall notify the dental plan organization in
writing of the reasons for the disapproval.

c. [A certificate of authority shall expire 1 year following the date
of issuance or previous renewal. If the dental plan organization
remains in compliance with this act and has paid a renewal fee of
$100.00, its certificate shall be renewed.] (Deleted by amendment,
PL. c.

(cf: P.L.1983, c.24, s.3)

5. Section 8 of P.L.1979, ¢.478 (C.17:48D-8) is amended to read
asfollows:

8. a. Any director, officer, employee or partner of a dental plan
organization who receives, collects, reimburses or invests moneys in
connection with the activities of the organization shall be bonded for
hisfidelity, or maintain crimeinsurance or its equivalent, in an amount
which shall be determined by the commissioner.

b. Each dentist employed by a dental plan organization shall be
insured against professional liability or malpractice by an insurer
licensed to conduct business in this State for such minimum amounts
as shall be determined by the commissioner.

(cf: P.L.1979, c.478, s.8)

6. Section 9 of P.L.1979, ¢.478 (C.17:48D-9) is amended to read
as follows:

9. a Anenrollee shall be entitled to receive evidence of coverage
or a certificate indicating specifically the nature and extent of
coverage, and evidence of the total amount or percentage of payment,
if any, which the enrolleeis obligated to pay for dental services. If an
individual enrollee obtains coverage through an insurance policy or
through a contract issued by a medical or dental service corporation,
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whether by option or otherwise, the insurer or medical or dental
service corporation shall issue the evidence of coverage. Otherwise,
the dental plan organization shall issue the evidence of coverage.

b. No evidence of coverage or amendment thereto shall be issued
or delivered to any person until a copy of the form of evidence of
coverage or amendment thereto has been filed with the commissioner.

c. Evidence of coverage shall contain a clear and complete
statement if a contract, or a reasonably complete summary if a
certificate, of:

(1) The dental services and the insurance or other benefits, if any,
to which [enrollees] covered persons are entitled;

(2) Any limitations on the services, kind of services, benefits, or
kind of benefits to be provided, including any charge, deductible or
co-payment feature;

(3) Where and in what manner information is available as to how
services may be obtained; and

(4) A clear and understandable description of the dental plan
organization's method for resolving [enrollees’] covered persons
complaints.

d. Any subsequent change in the evidence of coverage or the
amount or percentage of payment which the enrollee is obligated to
pay, shall be evidenced in a separate document issued to the enrollee.
(cf: P.L.1979, c.478, s.9)

7. Section 9 of P.L.1999, ¢.154 (C.17:48D-9.4) is amended to read
as follows:

9. a Within 180 days of the adoption of a timetable for
implementation pursuant to section 1 of P.L.1999, c.154
(C.17B:30-23), a dental plan organization, or a subsidiary that
processes health care benefits claims as a third party administrator,
shall demonstrate to the satisfaction of the Commissioner of Banking
and Insurance that it will adopt and implement all of the standards to
receive and transmit health care transactions electronically, according
to the corresponding timetable, and otherwise comply with the
provisions of this section, as a condition of its continued authorization
to do business in this State.

The Commissioner of Banking and Insurance may grant extensions
or waivers of the implementation requirement when it has been
demonstrated to the commissioner's satisfaction that compliance with
the timetable for implementation will result in an undue hardship to a
dental plan organization, its subsidiary or its covered [enrollees]

ersons.

b. Within 12 months of the adoption of regulations establishing
standard health care enrollment and claim forms by the Commissioner
of Banking and Insurance pursuant to section 1 of P.L.1999, c.154
(C.17B:30-23), a dental plan organization or a subsidiary that
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processes health care benefits claims as a third party administrator
shall use the standard health care enrollment and claim forms in
connection with all group and individual contracts issued, delivered,
executed or renewed in this State.

c. Twelve months after the adoption of regulations establishing
standard health care enrollment and claim forms by the Commissioner
of Banking and Insurance pursuant to section 1 of P.L.1999, c.154
(C.17B:30-23), adental plan organization shall require that health care
providersfile all claims for payment for dental services. A covered
person who receives dental services shall not be required to submit a
claim for payment, but notwithstanding the provisions of this
subsection to the contrary, a covered person shall be permitted to
submit a claim on his own behalf, at the covered person's option. All
claims shall be filed using the standard health care claim form
applicable to the contract.

d. (1) Effective 180 days after the effective date of P.L.1999,
c.154, a dental plan organization or its agent, hereinafter the payer,
shall remit payment for every insured claim submitted by [an enrollee]
a covered person or that [enrollee's] covered person's agent or
assignee if the contract provides for assignment of benefits, no later
than the 30th calendar day following receipt of the claim by the payer
or no later than the time limit established for the payment of claimsin
the Medicare program pursuant to 42 U.S.C. s.1395u(c)(2)(B),
whichever isearlier, if the claim issubmitted by electronic means, and
no later than the 40th calendar day following receipt if the claim is
submitted by other than electronic means, if:

(@) theclaimisan eligible claim for a health care service provided
by an eligible health care provider to a covered person under the
contract;

(b) the claim has no material defect or impropriety, including, but
not limited to, any lack of required substantiating documentation or
incorrect coding;

(c) thereis no dispute regarding the amount claimed;

(d) the payer has no reason to believe that the claim has been
submitted fraudulently; and

(e) the claim requires no special treatment that prevents timely
payments from being made on the claim under the terms of the
contract.

(2) If al or aportion of the claim is denied by the payer because:

(@) theclaimisanineligible claim;

(b) the claim submission is incomplete because the required
substantiating documentation has not been submitted to the payer;

(c) thediagnosis coding, procedure coding, or any other required
information to be submitted with the claim is incorrect;

(d) the payer disputes the amount claimed; or

(e) the claim requires special treatment that prevents timely
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payments from being made on the claim under the terms of the
contract, the payer shall notify the [enrollee] covered person, or that
[enrollee's] covered person's agent or assignee if the contract provides
for assignment of benefits, in writing or by electronic means, as
appropriate, within 30 days, of the following: if all or a portion of the
claim is denied, all the reasons for the denial; if the claim lacks the
required substantiating documentation, including incorrect coding, a
statement as to what substantiating documentation or other
information is required to complete adjudication of the claim; if the
amount of the claim is disputed, a statement that it is disputed; and if
the claim requires special treatment that prevents timely payments
from being made, a statement of the special treatment to which the
claim is subject.

(3) Any portion of a claim that meets the criteria established in
paragraph (1) of this subsection shall be paid by the payer in
accordance with the time limit established in paragraph (1) of this
subsection.

(4) A payer shall acknowledge receipt of a claim submitted by
electronic means from a health care provider or [enrollee] covered
person, no later than two working days following receipt of the
transmission of the claim.

(5) |If a payer subject to the provisions of P.L.1983, ¢.320
(C.17:33A-1 et seq.) has reason to believe that a claim has been
submitted fraudulently, it shall investigate the claim in accordance with
itsfraud prevention plan established pursuant to section 1 of P.L.1993,
c.362 (C.17:33A-15), or refer the claim, together with supporting
documentation, to the Office of the Insurance Fraud Prosecutor in the
Department of Law and Public Safety established pursuant to section
32 of P.L.1998, c.21 (C.17:33A-16).

(6) Payment of an eligible claim pursuant to paragraphs (1) and (3)
of this subsection shall be deemed to be overdue if not remitted to the
claimant or his agent by the payer on or before the 30th calendar day
or the time limit established by the Medicare program, whichever is
earlier, following receipt by the payer of a claim submitted by
electronic means and on or before the 40th calendar day following
receipt of a claim submitted by other than electronic means.

In the event payment is withheld on all or a portion of aclam by a
payer pursuant to subparagraph (b) of paragraph (2) of this subsection,
the claims payment shall be overdue if not remitted to the claimant or
his agent by the payer on or before the 30th calendar day or the time
limit established by the Medicare program, whichever is earlier, for
claims submitted by electronic means and the 40th calendar day for
claims submitted by other than electronic means, following receipt by
the payer of the required documentation or modification of an initial
submission.

(7) An overdue payment shall bear simple interest at the rate of
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10% per annum.

e. Asused in this subsection, "insured claim” or "claim" means a
claim by [an enrollee] acovered person for payment of benefits under
an insured dental plan organization contract for which the financial
obligation for the payment of aclaim under the contract rests upon the
dental plan organization.

(cf: P.L.1999, c.154, s.9)

8. Section 10 of P.L.1979, ¢.478 (C.17:48D-10) is amended to
read as follows:

10. a No schedule of [charges] premiums for [enrollee]
coverage for dental services, or amendment thereto, may be used by
adental plan organization until acopy of such schedule, or amendment
thereto, has been filed with the commissioner. The commissioner may
disapprove the schedule of [charges] premiums at any timeif he finds
that the [charges] premiums are excessive, inadequate or unfairly
discriminatory. If the commissioner disapproves the schedule of
[ charges] premiums he shall notify the dental plan organization within
5 days of the date of disapproval and specify in the notice, the reason
for hisdisapproval. A hearing shall be granted within 20 days after a
request in writing by thefiler. It shall be unlawful for any dental plan
organization whose schedule of [charges] premiums has been
disapproved to effect any contract or issue any subscription certificate
which uses the disapproved schedule of [charges] premiums until a
revised schedule of [charges] premiums has been filed.

b. [Charges] Premiums shall be established in accordance with
actuarial principles, but [charges] premiums applicable to [an
enrollee] acovered person shall not be individually determined based
on the status of his health.

(cf: P.L.1979, c.478, s.10)

9. Section 11 of P.L.1979, ¢.478 (C.17:48D-11) is amended to
read as follows:

11. a The commissioner or his designee may, as often as he may
reasonably determine, investigate the business and examine the books,
accounts, records and files of every dental plan organization. For that
purpose the commissioner or his designee shall have reasonably free
access to the offices and places of business, books, accounts, papers,
records and files of all dental plan organizations. A dental plan
organization shall keep and use in its business such books, accounts
and records as will enable the commissioner to determine whether the
dental plan organization is complying with the provisions of this act
and with the rules and regulations promulgated pursuant to it. A
dental plan organization shall preserve itsbooks, accounts and records
for at least *[3] 7" years; except that preservation by photographic
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reproduction or records in photographic form shall constitute
compliance with this act.

b. For the purpose of the examination, the commissioner may,
within the limits of funds appropriated for such purpose, contract with
such persons as he may deem advisable to conduct the same or assist
therein.

c. At the discretion of the commissioner, the Commissioner of
Health and Senior Services and the New Jersey State Board of
Dentistry may participate in the investigations and examinations
described in this section to verify the existence of an effective dental
plan.

d. The expensesincurred in making any examination pursuant to
this section [up to $1,000.00 annually,] shall be assessed against and
paid by the dental plan organization so examined. A dental plan
organization having direct premiums written in this State of less than
1[$1.000.000] $2,000.000" in any calendar year shall be subject to a
limited scope examination with expenses for that examination not to
exceed *[$10.000] $5.000". Upon written notice by the commissioner
of the total amount of an assessment, a dental plan organization shall
become liable for and shall pay the assessment to the commissioner.
(cf: P.L.1979, c.478, s.11)

10. Section 12 of P.L.1979, ¢.478 (C.17:48D-12) is amended to
read as follows:

12. a. A dental plan organization shall establish and maintain a
complaint system to provide reasonable procedures for the resolution
of written complaints initiated by [enrollees] covered persons
concerning dental plan services. The dental plan organization shall
maintain records of all written complaints initiated by [enrollees]
covered persons.

b. The commissioner may examine the complaint system and if he
determines that the system is not adequate he may require arevision
of the complaint system.

(cf: P.L.1979, c.478, s.12)

11. Section 13 of P.L.1979, ¢.478 (C.17:48D-13) is amended to
read as follows:

13. a. Every dental plan organization annually on or before March
1 shall file with the commissioner a report covering its activities for
the preceding calendar year.

b. The reports shall be on forms prescribed by the commissioner
and shall include:

(1) A financial statement of the dental plan organization, prepared
[by an independent certified public accountant] *by an independent
certified public accountant™ and attested to by an officer of the dental
plan organization, which statement shall include full disclosure of all
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assets and liabilities of the dental plan organization, the terms and
conditions thereof, and the sources and disposition of all funds [. If
the dental plan organization's records have been audited by an
independent certified public accountant, the financial statement shall
be certified by the certified public accountant having conducted the
audit]*._If the dental plan organization's records have been audited by
an independent certified public accountant, the financial statement
shall be certified by the certified public accountant having conducted
the audit*;

(2) Any significant modification of information submitted with the
application for a certificate of authority;

(3) The number of persons who became [enrollees] covered
persons during the year, the number of [enrollees] covered persons as
of the end of the year and the number of enrollments terminated
during the year;

(4) A description of the [enrollees] covered persons complaint
system, including the procedures of the complaint system, the total
number of written complaints handled through the system, a summary
of causes underlying the complaintsfiled, and the number, amount and
disposition of malpractice claims settled during the year by the dental
plan organization and any of the dentists used by it; and

(5 Any other information relating to the performance of the dental
plan organization as required by the commissioner.

'[c._Audited financial statements of the dental plan organization's
records certified by the certified public accountant having conducted
the audit, shall be filed with the commissioner annually on or before
June 1.1*

(cf: P.L.1983, c.24, s.4)

12. Section 14 of P.L.1979, ¢.478 (C.17:48D-14) is amended to
read as follows:

14. [A denta plan organization shall not use more than 30% of its
gross contract and certificate income in the first year of operation,
25% in the second year of operation and 20% in any subsequent year
for general expenses, acquisition expenses and miscellaneous taxes,
licenses and fees.]

At least 70 percent of every dental plan organization's earned
premium in the first year of operation, 75 percent in the second year,
and 80 percent in all subsequent years shall be used for payments to
! [contracted]* dentists for dental services and supplies provided to
covered persons.

(cf: P.L.1979, c.478, s.14)

13. Section 15 of P.L.1979, ¢.478 (C.17:48D-15) is amended to
read as follows:
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15. a No dental plan organization, or representative thereof, may
cause or knowingly permit the use of advertising which is untrue or
misleading, solicitation which is untrue or misleading, or any form of
evidence of coverage which is deceptive. For purposes of this act:

(1) A statement or item of information shall be deemed to be
untrue if it does not conform to fact in any respect which is or may be
significant to an enrollee of, or person considering enrollment in, a
dental plan;

(2) A statement or item of information shall be deemed to be
misleading, whether or not it may be literally untrue, if, in the total
context in which the statement is made or the item of information is
communicated, the statement or item of information may be reasonably
understood by a person who does not possess special knowledge
regarding dental plan coverage, asindicating any benefit or advantage
or the absence of any exclusion, limitation, or disadvantage of possible
significance to [an enrollee] a covered person of, or person
considering enrollment in, adental plan, if the benefit or advantage or
absence of exclusion, limitation, or disadvantage does not in fact exist;

(3) Evidence of coverage shall be deemed to be deceptive if the
evidence of coverage taken as a whole, and with consideration given
to typography, format and language, may cause a person who does not
possess special knowledge regarding dental plans and evidences of
coverage therefor, to expect benefits, services, charges, or other
advantages which the evidence of coverage does not provide or which
the dental plan organization issuing the evidence of coverage does not
regularly make available for [enrollees] persons covered under such
evidence of coverage.

b. The unfair trade practice provisions contained in chapter 30 of
Title 17B of the New Jersey Statutes shall apply to dental plan
organizations, dental plans and evidences of coverage, except to the
extent that the commissioner determines that the nature of dental plan
organizations, dental plans and evidences of coverage render these
sections clearly inappropriate.

c. No dental plan organization, unless licensed as an insurer, may
use in its name, evidence of coverage or literature any of the words
"Insurance,” "assurance,” "casualty," "surety,” "mutual” or any other
words descriptive of the insurance, casualty, or surety business or
deceptively similar to the name or description of any insurer licensed
to do business in this State.

The provisions of this subsection shall be enforced by the Division
of Consumer Affairsin the Department of Law and Public Safety and,
where applicable, the commissioner. Nothing inthisact shall limit the
powers of the Attorney General and the procedures with respect to
consumer fraud in P.L.1960, ¢.39 (C.56:8-1 et seq.).

(cf: P.L.1979, c.478, s.15)
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14. Section 16 of P.L.1979, ¢.478 (C.17:48D-16) is amended to
read as follows:

16. a. The commissioner may suspend or revoke any certificate of
authority issued to a dental plan organization pursuant to this act, if he
finds that any of the following conditions exist:

(1) The dental plan organization is operating in a manner
significantly contrary to that described in sections 3 and 4 of this act;

(2) The dental plan organization issues an evidence of coverage
which does not comply with the requirements of section 9 of this act;

(3) The dental plan organization does not provide or arrange for
an effective dental plan, as determined by the commissioner;

(4) Thedental plan organization can no longer be expected to meet
its obligations to [enrollees] covered persons;

(5) The dental plan organization, or any authorized person on its
behalf, has advertised or merchandised its services in an untrue or
misleading manner;

(6) The dental plan organization has failed to comply with this act
or any rules and regulations promulgated thereunder;

(7) Any person responsible for conducting the affairs of the dental
plan organization is: (a) not of good moral character, or (b) has been
convicted, within 7 years of the filing of the application for a
certificate of authority, of a crime listed in N.J.S.2C:41-1 or, at any
time, of engaging in a pattern of racketeering activity, as defined in
N.J.S.2C:41-1 and 2C:41-2.

b. When the commissioner has causeto believe that groundsfor the
suspension or revocation of a certificate of authority exist, he shall
notify the dental plan organization in writing, specifically stating the
grounds for suspension or revocation. A hearing on the matter shall
be granted by the commissioner within 20 days after a request in
writing by the dental plan organization. After the hearing, or upon
failure of the dental plan organization to appear at the hearing, the
commissioner shall take action on his findings.

c. If the commissioner suspends the certificate of authority, the
dental plan organization shall not accept any additional [enrollees]
covered persons, except newborn children, new employees and new
dependents of current employees, or engage in any advertising or
solicitation during the period of the suspension.

d. If the commissioner revokes the certificate of authority, the
dental plan organization shall proceed to dissolve its structure
immediately following the effective date of the order of revocation,
and shall conduct no further business, except as may be essential to the
orderly conclusion of the affairs of the dental plan organization. The
commissioner by written order, however, may permit such further
operation of the dental plan organization as he finds to be in the best
interest of [enrollees] covered persons to the end that [enrollees]
covered persons shall be afforded the greatest practical opportunity to
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obtain continuing dental plan coverage.

e. Notwithstanding the provisions of subsections c. and d. of this
section, a dental plan organization which has had its certificate of
authority suspended or revoked, or has suffered an adverse decision
by the commissioner, shall be entitled to a hearing pursuant to the
"Administrative Procedure Act,” P.L.1968, c.410 (C.52:14B-1 et
seq.).

(cf: P.L.1983, c.24, s.5)

15. Section 18 of PL.1979, c.478 (C.17:48D-18) is amended to
read as follows:

18. Any dental plan organization which violates any provisions of
this act, or neglects, fails or refuses to comply with any of the
requirements of this act shall be liable for a civil penalty of not less
than $500.00 nor more than $10,000.00 for each violation. Thefailure
to file an annual report and the failure to reply promptly in writing to
inquiries of the commissioner may result in an administrative penalty
in an amount not less than $50 nor more than $500 for each day that
the dental plan organization fails to file that reports or response. The
penalty may be sued for and recovered by the commissioner in a
summary proceeding pursuant to the "Penalty Enforcement Law of
1999" [(N.J.S.2A:58-1 et seq.)] P.L.1999, c.274 (C.2A:58-10 et
seq.).

A purposeful or knowing misstatement or omission of material fact
required to be supplied to the commissioner is a crime of the fourth
degree.

(cf: P.L.1983, c.24, s.6)

16. Section 21 of P.L.1979, ¢.478 (C.17:48D-21) is amended to
read:

21. Data or information pertaining to the diagnosis, treatment or
health of any [enrollee] covered person obtained by the dental plan
organization from the [enrollee] covered person or any dentist shall
be confidential and shall not be disclosed to any person except to the
extent that it may be necessary to carry out the purposes of this act,
or upon the express consent of the [enrollee] covered person, or
pursuant to statute or court order for the production of evidence or
the discovery thereof, or in the event of claim or litigation between the
[enrollee] covered person and the dental plan organization wherein
the data or information is pertinent. A dental plan organization shall
be entitled to claim any statutory privileges against such disclosure
which the dentist who furnished the information to the dental
organization is entitled to claim.

(cf: P.L.1979, c.478, s.21)

17. Section 22 of P.L.1979, c.478 (C.17:48D-22) is repealed.
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18. Thisact shall take effect immediately.

Makes various revisions to the "Dental Plan Organization Act."
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AN ACT concerning dental plan organizations, amending P.L.1979,
¢.478 and repealing section 22 thereof.

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

1. Section 2 of P.L.1979, c.478 (C.17:48D-2) is amended to read
as follows:

2. Inthisact, unless the context otherwise requires:

"Capitation” means a method of compensation by a dental plan
organization to its contracted dentists for dental services and supplies
provided to covered persons of the dental plan organization on the
basis of afixed periodic payment per covered person or enrollee;

[a] "Commissioner" means the Commissioner of Banking and
Insurance;

"Consultant” means a person who holds himself out as an advisor
or_renders advice on the organization, financing, administration or
operation of a dental plan to any employer, union, trust fund or dental
plan organization:;

"Covered person” means any person eligible to receive covered
benefits or services and supplies under the terms of a dental plan;

[b.] "Dental plan" means any contractual arrangement for dental
services [provided directly or arranged for or administered directly on
a prepaid or postpaid individual or group capitation basis] and
supplies to covered persons where contracted dentists are
compensated by means of capitation, salary or a method authorized,
submitted to and approved by the commissioner;

[c.] "Dental plan organization" or "DPQ" means any person who
undertakes to provide directly or to arrange for or administer one or
more dental plans providing dental services and supplies;

[d.] "Dental services' means services included in the practice of
dentistry as defined in R.S. 45:6-19;

[e.] "Enrollee" means an individual [and his dependents who are
enrolled in a dental plan organization] whose employment or other
status, except family dependency, is the basis for eligibility for
enrollment in the dental plan, or in the case of an individual contract,
the person in whose name the contract is issued;

[f.] "Evidence of coverage" means any certificate, agreement or
contract issued to an enrollee, setting out the dental services and
supplies to which the enrollee and his dependents [is] are entitled,;

[g9. "Consultant" means a person who holds himself out as an
advisor or renders advice on the organization, financing,

EXPLANATION - Matter enclosed in bold-faced brackets [thus] in the above bill is not
enacted and intended to be omitted in the law.

Matter underlined thusis new matter.
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administration or operation of a dental plan to any employer, union,
trust fund or dental plan organization;]

[h.] "Finder" means a person who brings together a dental plan
organization with an employer, union or trust fund for the purpose of
establishing a contractual relationship to provide dental services, or
facilities or equipment related to the operation of the dental plan or
dental plan organization.

"National Association of Insurance Commissioners’ or "NAIC"
means the National Association of Insurance Commissioners, it's
affiliates, or subsidiaries, or any agency or committee thereof, or any
successor organization.

(cf: P.L.1983, c.24, s.1)

2. Section 3 of P.L.1979, ¢.478 (C.17:48D-3) is amended to read
asfollows:

3. a. No person may establish, operate or administer a dental plan
organization, or sell or offer to sell, or solicit offers to purchase, or
receive advance or periodic consideration in conjunction with any
dental plan organization, utilizing in the aggregate the services of more
than one full-time equivalent dentist, without obtaining and
maintaining a certificate of authority pursuant to this act.

b. Within 90 days after the effective date of this act, every dental
plan organization utilizing in the aggregate the services of more than
one full-time equivalent dentist shall submit an application for a
certificate of authority to the commissioner. A dental plan
organization may continue to operate until the commissioner acts upon
the application. If the application is denied, the dental plan
organization shall be treated as if its certificate of authority has been
revoked.

c. An application for a certificate of authority shall bein aform
prescribed by the commissioner, shall be verified by an officer or
authorized representative of the dental plan organization and shall
include the following:

(1) All basic organizational documents of the dental plan
organization, such as the articles of incorporation, articles of
association, partnership agreement, trade name certificate, trust
agreement, shareholder agreement or other applicable documents and
all amendments to those documents;

(2) The bylaws, rules and regulations or similar documents
regulating the conduct or the internal affairs of the dental plan
organization;

(3) The names, addresses [and]. official positions and a
biographical affidavit (NAIC form) of the personswho are responsible
for the conduct of the affairs of the dental plan organization, including
all members of the board of directors, board of trustees, executive
committee or other governing board or committee, the principal




© 00 ~NO Ol W DN P

-l>hﬁbbbbwwwwwwwwwwl\Jl\JNNl\Jl\Jl\)l\)l\Jl\JHHI—‘I—‘HHI—‘I—‘HH
o Ol W NP OOOO~NOLOUPM~ARWNPEPOOONOOGOPMWDNMNPOOOLONO OO PAWDNPEO

S1752 BAER
4

officers, in the case of a corporation, and the partners or members, in
the case of a partnership or association;

(4) [All] Theform of all contracts or agreements made between
any dentist and the dental plan organization;

(5) All contracts or agreements made between any person listed in
paragraph (3) of this subsection and any dentist, consultant, finder,
supplier of administrative services or business manager;

(6) A description of the dental plan organization, its dental plan or
plans, facilities and personnel;

(7) The form of the evidence of coverage to be issued to the
enrollees;

(8 Theform of any group contract which isissued to employers,
unions, trustees or others;

(9) A financial statement prepared by an independent certified
public accountant, setting forth the applicant's present or anticipated
assets, liabilities and sources of funds. The statement shall set forth
the terms and conditions of all current liabilities and any outstanding
loans made from the funds of the applicant, and shall be attested to by
the applicant or an authorized officer thereof. |If the commissioner
requires an audit of the financial records of the applicant by an
independent certified public accountant, the financial statement shall
be prepared and certified by the certified public accountant having
conducted the audit;

(10) The proposed method of marketing the plan, a financial plan
with a 3 year projection of the initial operating results and a statement
of the sources of working capital and any other sources of funding.
Thejustifications and assumptionsfor the marketing and financial plan
shall also be disclosed;

(11) A power of attorney duly executed by the dental plan
organization, if not domiciled in this State, appointing the
commissioner, the commissioner's successors in office and duly
authorized deputies as the true and lawful attorney of the dental plan
organization in and for this State, upon whom lawful process in any
legal action or proceeding against the dental plan organization on a
cause of action arising in this State may be served;

(12) A description of the geographic area or areas to be served, by
county and zip code (first 3 digits);

(13) A description of the procedures and programs to be
implemented to achieve an effective dental plan asrequired in section
5 a.(2) of thisact; and

(14) Such other information as the commissioner may require.

d. The dental plan organization shall pay a fee of [$100.00]
$1,000 to the commissioner, upon filing an application for a certificate
of authority.

e. The commissioner shall act on an application for a certificate of
authority within 90 days following receipt of the application [or the
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operative date of this amendatory and supplementary act, whichever
islater].
(cf: P.L.1983, c.24, s.2)

3. Section 4 of P.L.1979, ¢.478 (C.17:48D-4) is amended to read
as follows:

4. [Within 10 days following] Sixty days prior to any significant
modification of information submitted with the application for a
certificate of authority or a subsequent modification, a dental plan
organization shall file notice of the modification with the
commissioner.

(cf: P.L.1979, c.478, s.4)

4. Section 5 of P.L.1979, c.478 (C.17:48D-5) is amended to read
asfollows:

5. a. The commissioner shall issue a certificate of authority if he
is satisfied that the following conditions are met:

(1) The persons responsible for conducting the affairs of the dental
plan organization are competent and trustworthy and are
professionally capable of providing, arranging for or administering the
services offered by the plan;

(2) The dental plan organization constitutes an appropriate
mechanism to achieve an effective dental plan, as determined by the
commissioner;

(3) The dental plan organization has demonstrated the potential to
provide dental servicesin amanner that will assure both availability
and accessibility of adequate personnel and facilities;

(4) The dental plan organization has arrangements for an ongoing
quality of dental care assurance program;

(5 Thedental plan organization has a procedure to establish and
maintain uniform systems of cost accounting and reports and audits
that meet the requirements of the commissioner;

(6) The dental plan organization isfinancially responsible and may
reasonably be expected to meet its obligations to [enrollees] covered
persons. In making this determination the commissioner shall
consider:

(8 The financial soundness of the dental plan's arrangements for
services and the schedule of [charges] premiums used;

(b) Any arrangement with an insurer or medical or dental service
corporation for continuation of coverage in the event of
discontinuance of the plan, on an indemnity basis through a group
vehicle to the end of the period for which premiums were paid to the
discontinued dental plan organization; and

(c) Thesufficiency of an agreement with dentists for the provision
of dental services;
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(7) A general surplusis maintained as required in section 6 of this
act;

(8) A contingent surplusisaccumulated and maintained as required
in section 7 of this act;

(9) The condition or methods of operation of the dental plan
organization are not such as would render its operations hazardous to
its enrollees or the public; and

(10) The persons responsible for conducting the affairs of the
dental plan organization are: (@) of good moral character, and (b)
have not been convicted, within 7 years of the filing of the application
for a certificate of authority, of acrimelisted in N.J.S.2C:41-1 or, at
any time, of engaging in a pattern of racketeering activity, as defined
in N.J.S.2C:41-1 and 2C:41-2.

b. When the commissioner disapproves an application for a
certificate of authority, he shall notify the dental plan organization in
writing of the reasons for the disapproval.

c. [A certificate of authority shall expire 1 year following the date
of issuance or previous renewal. If the dental plan organization
remains in compliance with this act and has paid a renewal fee of
$100.00, its certificate shall be renewed.] (Deleted by amendment,
PL. c.

(cf: P.L.1983, c.24, s.3)

5. Section 8 of P.L.1979, ¢.478 (C.17:48D-8) is amended to read
as follows:

8. a Any director, officer, employee or partner of a dental plan
organization who receives, collects, reimburses or invests moneysin
connection with the activities of the organization shall be bonded for
hisfidelity, or maintain crimeinsurance or its equivalent, in an amount
which shall be determined by the commissioner.

b. Each dentist employed by a dental plan organization shall be
insured against professional liability or malpractice by an insurer
licensed to conduct business in this State for such minimum amounts
as shall be determined by the commissioner.

(cf: P.L.1979, c.478, s.8)

6. Section 9 of P.L.1979, ¢.478 (C.17:48D-9) is amended to read
as follows:

9. a. Anenrollee shall be entitled to receive evidence of coverage
or a certificate indicating specifically the nature and extent of
coverage, and evidence of the total amount or percentage of payment,
if any, which the enrolleeis obligated to pay for dental services. If an
individual enrollee obtains coverage through an insurance policy or
through a contract issued by a medical or dental service corporation,
whether by option or otherwise, the insurer or medical or dental
service corporation shall issue the evidence of coverage. Otherwise,
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the dental plan organization shall issue the evidence of coverage.

b. No evidence of coverage or amendment thereto shall be issued
or delivered to any person until a copy of the form of evidence of
coverage or amendment thereto has been filed with the commissioner.

c. Evidence of coverage shall contain a clear and complete
statement if a contract, or a reasonably complete summary if a
certificate, of:

(1) The dental services and the insurance or other benefits, if any,
to which [enrollees] covered persons are entitled;

(2) Any limitations on the services, kind of services, benefits, or
kind of benefits to be provided, including any charge, deductible or
co-payment feature;

(3) Where and in what manner information is available as to how
services may be obtained; and

(4) A clear and understandable description of the dental plan
organization's method for resolving [enrollees] covered persons
complaints.

d. Any subsequent change in the evidence of coverage or the
amount or percentage of payment which the enrollee is obligated to
pay, shall be evidenced in a separate document issued to the enrollee.
(cf: P.L.1979, c.478, s.9)

7. Section 9 of P.L.1999, c.154 (C.17:48D-9.4) is amended to read
asfollows:

9. a Within 180 days of the adoption of a timetable for
implementation pursuant to section 1 of P.L.1999, c.154
(C.17B:30-23), a dental plan organization, or a subsidiary that
processes health care benefits claims as a third party administrator,
shall demonstrate to the satisfaction of the Commissioner of Banking
and Insurance that it will adopt and implement all of the standards to
receive and transmit health care transactions electronically, according
to the corresponding timetable, and otherwise comply with the
provisions of this section, as a condition of its continued authorization
to do business in this State.

The Commissioner of Banking and Insurance may grant extensions
or waivers of the implementation requirement when it has been
demonstrated to the commissioner's satisfaction that compliance with
the timetable for implementation will result in an undue hardship to a
dental plan organization, its subsidiary or its covered [enrollees]
jpersons.

b. Within 12 months of the adoption of regulations establishing
standard health care enrollment and claim forms by the Commissioner
of Banking and Insurance pursuant to section 1 of P.L.1999, c.154
(C.17B:30-23), a dental plan organization or a subsidiary that
processes health care benefits claims as a third party administrator
shall use the standard health care enrollment and claim forms in
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connection with all group and individual contracts issued, delivered,
executed or renewed in this State.

c. Twelve months after the adoption of regulations establishing
standard health care enrollment and claim forms by the Commissioner
of Banking and Insurance pursuant to section 1 of P.L.1999, c.154
(C.17B:30-23), adental plan organization shall require that health care
providersfile all claims for payment for dental services. A covered
person who receives dental services shall not be required to submit a
claim for payment, but notwithstanding the provisions of this
subsection to the contrary, a covered person shall be permitted to
submit a claim on his own behalf, at the covered person's option. All
claims shall be filed using the standard health care claim form
applicable to the contract.

d. (1) Effective 180 days after the effective date of P.L.1999,
c.154, a dental plan organization or its agent, hereinafter the payer,
shall remit payment for every insured claim submitted by [an enrollee]
a _covered person or that [enrollee's] covered person's agent or
assignee if the contract provides for assignment of benefits, no later
than the 30th calendar day following receipt of the claim by the payer
or no later than the time limit established for the payment of claimsin
the Medicare program pursuant to 42 U.S.C. s.1395u(c)(2)(B),
whichever isearlier, if the claim issubmitted by electronic means, and
no later than the 40th calendar day following receipt if the claim is
submitted by other than electronic means, if:

(@) theclaimisan eligible claim for a health care service provided
by an eligible health care provider to a covered person under the
contract;

(b) the claim has no material defect or impropriety, including, but
not limited to, any lack of required substantiating documentation or
incorrect coding;

(c) thereis no dispute regarding the amount claimed;

(d) the payer has no reason to believe that the claim has been
submitted fraudulently; and

(e) the claim requires no special treatment that prevents timely
payments from being made on the claim under the terms of the
contract.

(2) If al or aportion of the claim is denied by the payer because:

(@) theclamisanineligible claim;

(b) the claim submission is incomplete because the required
substantiating documentation has not been submitted to the payer;

(c) thediagnosis coding, procedure coding, or any other required
information to be submitted with the claim is incorrect;

(d) the payer disputes the amount claimed; or

(e) the claim requires special treatment that prevents timely
payments from being made on the claim under the terms of the
contract, the payer shall notify the [enrollee] covered person, or that
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[enrollee's] covered person's agent or assigneeif the contract provides
for assignment of benefits, in writing or by electronic means, as
appropriate, within 30 days, of the following: if all or a portion of the
claim is denied, all the reasons for the denial; if the claim lacks the
required substantiating documentation, including incorrect coding, a
statement as to what substantiating documentation or other
information is required to complete adjudication of the claim; if the
amount of the claim is disputed, a statement that it is disputed; and if
the claim requires special treatment that prevents timely payments
from being made, a statement of the special treatment to which the
claim is subject.

(3) Any portion of a claim that meets the criteria established in
paragraph (1) of this subsection shall be paid by the payer in
accordance with the time limit established in paragraph (1) of this
subsection.

(4) A payer shall acknowledge receipt of a claim submitted by
electronic means from a health care provider or [enrollee] covered
person, no later than two working days following receipt of the
transmission of the claim.

(5) If a payer subject to the provisions of P.L.1983, ¢.320
(C.17:33A-1 et seqg.) has reason to believe that a claim has been
submitted fraudulently, it shall investigate the claim in accordance with
itsfraud prevention plan established pursuant to section 1 of P.L.1993,
c.362 (C.17:33A-15), or refer the claim, together with supporting
documentation, to the Office of the Insurance Fraud Prosecutor in the
Department of Law and Public Safety established pursuant to section
32 of P.L.1998, c.21 (C.17:33A-16).

(6) Payment of an eligible claim pursuant to paragraphs (1) and (3)
of this subsection shall be deemed to be overdue if not remitted to the
claimant or his agent by the payer on or before the 30th calendar day
or the time limit established by the Medicare program, whichever is
earlier, following receipt by the payer of a claim submitted by
electronic means and on or before the 40th calendar day following
receipt of a claim submitted by other than electronic means.

In the event payment is withheld on all or a portion of aclaim by a
payer pursuant to subparagraph (b) of paragraph (2) of this subsection,
the claims payment shall be overdue if not remitted to the claimant or
his agent by the payer on or before the 30th calendar day or the time
limit established by the Medicare program, whichever is earlier, for
claims submitted by electronic means and the 40th calendar day for
claims submitted by other than electronic means, following receipt by
the payer of the required documentation or modification of an initial
submission.

(7) An overdue payment shall bear simple interest at the rate of
10% per annum.

e. Asused in this subsection, "insured claim" or "claim" means a
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claim by [an enrollee] acovered person for payment of benefits under
an insured dental plan organization contract for which the financial
obligation for the payment of aclaim under the contract rests upon the
dental plan organization.
(cf: P.L.1999, c.154, s.9)

8. Section 10 of P.L.1979, c.478 (C.17:48D-10) is amended to
read as follows:

10. a No schedule of [charges] premiums for [enrollee]
coverage for dental services, or amendment thereto, may be used by
adental plan organization until acopy of such schedule, or amendment
thereto, has been filed with the commissioner. The commissioner may
disapprove the schedule of [charges] premiums at any timeif he finds
that the [charges] premiums are excessive, inadequate or unfairly
discriminatory. If the commissioner disapproves the schedule of
[ charges] premiums he shall notify the dental plan organization within
5 days of the date of disapproval and specify in the notice, the reason
for hisdisapproval. A hearing shall be granted within 20 days after a
request in writing by thefiler. It shall be unlawful for any dental plan
organization whose schedule of [charges] premiums has been
disapproved to effect any contract or issue any subscription certificate
which uses the disapproved schedule of [charges] premiums until a
revised schedule of [charges] premiums has been filed.

b. [Charges] Premiums shall be established in accordance with
actuarial principles, but [charges] premiums applicable to [an
enrollee] a covered person shall not be individually determined based
on the status of his health.

(cf: P.L.1979, c.478, s.10)

9. Section 11 of P.L.1979, ¢.478 (C.17:48D-11) is amended to
read as follows:

11. a. Thecommissioner or his designee may, as often as he may
reasonably determine, investigate the business and examine the books,
accounts, records and files of every dental plan organization. For that
purpose the commissioner or his designee shall have reasonably free
access to the offices and places of business, books, accounts, papers,
records and files of all dental plan organizations. A dental plan
organization shall keep and use in its business such books, accounts
and records as will enable the commissioner to determine whether the
dental plan organization is complying with the provisions of this act
and with the rules and regulations promulgated pursuant to it. A
dental plan organization shall preserve itsbooks, accounts and records
for at least 3 years, except that preservation by photographic
reproduction or records in photographic form shall constitute
compliance with this act.
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b. For the purpose of the examination, the commissioner may,
within the limits of funds appropriated for such purpose, contract with
such persons as he may deem advisable to conduct the same or assist
therein.

c. At the discretion of the commissioner, the Commissioner of
Health and Senior Services and the New Jersey State Board of
Dentistry may participate in the investigations and examinations
described in this section to verify the existence of an effective dental
plan.

d. The expensesincurred in making any examination pursuant to
this section [up to $1,000.00 annually,] shall be assessed against and
paid by the dental plan organization so examined. A dental plan
organization having direct premiums written in this State of less than
$1,000,000 in any calendar year shall be subject to a limited scope
examination with expenses for that examination not to exceed
$10.000. Upon written notice by the commissioner of the total
amount of an assessment, a dental plan organization shall become
liable for and shall pay the assessment to the commissioner.

(cf: P.L.1979, c.478, s.11)

10. Section 12 of P.L.1979, ¢.478 (C.17:48D-12) is amended to
read as follows:

12. a. A dental plan organization shall establish and maintain a
complaint system to provide reasonable procedures for the resolution
of written complaints initiated by [enrollees] covered persons
concerning dental plan services. The dental plan organization shall
maintain records of all written complaints initiated by [enrollees]
covered persons.

b. The commissioner may examine the complaint system and if he
determines that the system is not adequate he may require arevision
of the complaint system.

(cf: P.L.1979, c.478, s.12)

11. Section 13 of P.L.1979, ¢.478 (C.17:48D-13) is amended to
read as follows:

13. a. Every dental plan organization annually on or before March
1 shall file with the commissioner a report covering its activities for
the preceding calendar year.

b. The reports shall be on forms prescribed by the commissioner
and shall include:

(1) A financial statement of the dental plan organization, prepared
[by an independent certified public accountant] and attested to by an
officer of the dental plan organization, which statement shall include
full disclosure of all assets and liabilities of the dental plan
organization, the terms and conditions thereof, and the sources and
disposition of all funds [. If the dental plan organization's records



O© 0N O Ol W DN P

hbﬁbbbbwwwwwwwwwwl\)lvl\)l\)I\JI\)I\)I\JI\JI\)HI—‘I—‘HHI—‘I—‘HHI—‘
(o2& W NP O OO NO OO P~WNPOOONOO OAAWNPEPOOOONOOOOPMWDNDLPEDO

S1752 BAER
12

have been audited by an independent certified public accountant, the
financial statement shall be certified by the certified public accountant
having conducted the audit] ;

(2) Any significant modification of information submitted with the
application for a certificate of authority;

(3) The number of persons who became [enrollees] covered
persons during the year, the number of [enrollees] covered persons as
of the end of the year and the number of enrollments terminated
during the year;

(4) A description of the [enrollees] covered persons complaint
system, including the procedures of the complaint system, the total
number of written complaints handled through the system, a summary
of causes underlying the complaintsfiled, and the number, amount and
disposition of malpractice claims settled during the year by the dental
plan organization and any of the dentists used by it; and

(5 Any other information relating to the performance of the dental
plan organization as required by the commissioner.

c. Audited financial statements of the dental plan organization's
records certified by the certified public accountant having conducted
the audit, shall be filed with the commissioner annually on or before
June 1.

(cf: P.L.1983, c.24, s.4)

12. Section 14 of P.L.1979, ¢.478 (C.17:48D-14) is amended to
read as follows:

14. [A denta plan organization shall not use more than 30% of its
gross contract and certificate income in the first year of operation,
25% in the second year of operation and 20% in any subsequent year
for general expenses, acquisition expenses and miscellaneous taxes,
licenses and fees.]

At least 70 percent of every dental plan organization's earned
premium in the first year of operation, 75 percent in the second year,
and 80 percent in all subsequent years shall be used for payments to
contracted dentists for dental services and supplies provided to
covered persons.

(cf: P.L.1979, c.478, s.14)

13. Section 15 of P.L.1979, ¢.478 (C.17:48D-15) is amended to
read as follows:

15. a No dental plan organization, or representative thereof, may
cause or knowingly permit the use of advertising which is untrue or
misleading, solicitation which is untrue or misleading, or any form of
evidence of coverage which is deceptive. For purposes of this act:

(1) A statement or item of information shall be deemed to be
untrueif it does not conform to fact in any respect which is or may be
significant to an enrollee of, or person considering enroliment in, a
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dental plan;

(2) A statement or item of information shall be deemed to be
misleading, whether or not it may be literally untrue, if, in the total
context in which the statement is made or the item of information is
communicated, the statement or item of information may be reasonably
understood by a person who does not possess special knowledge
regarding dental plan coverage, asindicating any benefit or advantage
or the absence of any exclusion, limitation, or disadvantage of possible
significance to [an enrollee] a covered person of, or person
considering enrollment in, adental plan, if the benefit or advantage or
absence of exclusion, limitation, or disadvantage does not in fact exist;

(3) Evidence of coverage shall be deemed to be deceptive if the
evidence of coverage taken as a whole, and with consideration given
to typography, format and language, may cause a person who does not
possess special knowledge regarding dental plans and evidences of
coverage therefor, to expect benefits, services, charges, or other
advantages which the evidence of coverage does not provide or which
the dental plan organization issuing the evidence of coverage does not
regularly make available for [enrollees] persons covered under such
evidence of coverage.

b. The unfair trade practice provisions contained in chapter 30 of
Title 17B of the New Jersey Statutes shall apply to dental plan
organizations, dental plans and evidences of coverage, except to the
extent that the commissioner determines that the nature of dental plan
organizations, dental plans and evidences of coverage render these
sections clearly inappropriate.

c. No dental plan organization, unless licensed as an insurer, may
use in its name, evidence of coverage or literature any of the words
"insurance,” "assurance," "casualty,” "surety,” "mutual” or any other
words descriptive of the insurance, casualty, or surety business or
deceptively similar to the name or description of any insurer licensed
to do business in this State.

The provisions of this subsection shall be enforced by the Division
of Consumer Affairsin the Department of Law and Public Safety and,
where applicable, the commissioner. Nothing in thisact shall limit the
powers of the Attorney General and the procedures with respect to
consumer fraud in P.L.1960, ¢.39 (C.56:8-1 et seq.).

(cf: P.L.1979, c.478, s.15)

14. Section 16 of P.L.1979, ¢.478 (C.17:48D-16) is amended to
read as follows:

16. a. The commissioner may suspend or revoke any certificate of
authority issued to a dental plan organization pursuant to this act, if he
finds that any of the following conditions exist:

(1) The dental plan organization is operating in a manner
significantly contrary to that described in sections 3 and 4 of this act;
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(2) The dental plan organization issues an evidence of coverage
which does not comply with the requirements of section 9 of this act;

(3) The dental plan organization does not provide or arrange for
an effective dental plan, as determined by the commissioner;

(4) Thedental plan organization can no longer be expected to meet
its obligations to [enrollees] covered persons;

(5) The dental plan organization, or any authorized person on its
behalf, has advertised or merchandised its services in an untrue or
misleading manner;

(6) The dental plan organization has failed to comply with this act
or any rules and regulations promulgated thereunder;

(7) Any person responsible for conducting the affairs of the dental
plan organization is: (a) not of good moral character, or (b) has been
convicted, within 7 years of the filing of the application for a
certificate of authority, of acrime listed in N.J.S. 2C:41-1 or, at any
time, of engaging in a pattern of racketeering activity, as defined in
N.J.S.2C:41-1 and 2C:41-2.

b. When the commissioner has cause to believe that groundsfor the
suspension or revocation of a certificate of authority exist, he shall
notify the dental plan organization in writing, specifically stating the
grounds for suspension or revocation. A hearing on the matter shall
be granted by the commissioner within 20 days after a request in
writing by the dental plan organization. After the hearing, or upon
failure of the dental plan organization to appear at the hearing, the
commissioner shall take action on his findings.

c. If the commissioner suspends the certificate of authority, the
dental plan organization shall not accept any additional [enrollees]
covered persons, except newborn children, new employees and new
dependents of current employees, or engage in any advertising or
solicitation during the period of the suspension.

d. If the commissioner revokes the certificate of authority, the
dental plan organization shall proceed to dissolve its structure
immediately following the effective date of the order of revocation,
and shall conduct no further business, except as may be essential to the
orderly conclusion of the affairs of the dental plan organization. The
commissioner by written order, however, may permit such further
operation of the dental plan organization as he finds to be in the best
interest of [enrollees] covered persons to the end that [enrollees]
covered persons shall be afforded the greatest practical opportunity to
obtain continuing dental plan coverage.

e. Notwithstanding the provisions of subsections c. and d. of this
section, a dental plan organization which has had its certificate of
authority suspended or revoked, or has suffered an adverse decision
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by the commissioner, shall be entitled to a hearing pursuant to the
"Administrative Procedure Act,” P.L.1968, c.410 (C.52:14B-1 et
seq.).

(cf: P.L.1983, c.24, s.5)

15. Section 18 of PL.1979, c.478 (C.17:48D-18) is amended to
read as follows:

18. Any dental plan organization which violates any provisions of
this act, or neglects, fails or refuses to comply with any of the
requirements of this act shall be liable for a civil penalty of not less
than $500.00 nor more than $10,000.00 for each violation. Thefailure
to file an annual report and the failure to reply promptly in writing to
inquiries of the commissioner may result in an administrative penalty
in an amount not less than $50 nor more than $500 for each day that
the dental plan organization fails to file that reports or response. The
penalty may be sued for and recovered by the commissioner in a
summary proceeding pursuant to the "Penalty Enforcement Law of
1999" [(N.J.S.2A:58-1 et seq.)] P.L.1999, c.274 (C.2A:58-10 et
seq.).

A purposeful or knowing misstatement or omission of material fact
required to be supplied to the commissioner is a crime of the fourth
degree.

(cf: P.L.1983, c.24, s.6)

16. Section 21 of P.L.1979, ¢.478 (C.17:48D-21) is amended to
read:

21. Data or information pertaining to the diagnosis, treatment or
health of any [enrollee] covered person obtained by the dental plan
organization from the [enrollee] covered person or any dentist shall
be confidential and shall not be disclosed to any person except to the
extent that it may be necessary to carry out the purposes of this act,
or upon the express consent of the [enrollee] covered person, or
pursuant to statute or court order for the production of evidence or
the discovery thereof, or in the event of claim or litigation between the
[enrollee] covered person and the dental plan organization wherein
the data or information is pertinent. A dental plan organization shall
be entitled to claim any statutory privileges against such disclosure
which the dentist who furnished the information to the dental
organization is entitled to claim.

(cf: P.L.1979, c.478, s.21)

17. Section 22 of P.L.1979, c.478 (C.17:48D-22) is repealed.

18. Thisact shall take effect immediately.
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STATEMENT

This bill makes various revisions to the "Dental Plan Organization
Act," in order to update certain of its provisions, especially with
respect to financial examinations of dental plan organizations (DPOSs)
conducted by the Department of Banking and Insurance. These
revisions establish that DPOs are subject to the same level of
departmental oversight and review as other types of health insurers,
generally.

Specificaly, thebill requires the filing of an annual audited financia
statement by a DPO, certified by the certified public accountant having
conducted the audit. In addition, the bill provides that a DPO include
in its annual report filed with the department, a financial statement
prepared and attested to by an officer of the DPO. Previously, the
DPO wasrequired to haveitsfinancial statement prepared and attested
to by an independent certified public accountant. This processwill not
be necessary with the new requirement of submission of the annual
audited financial statement.

The bill also deletes the $1,000 cap the department may currently
assess a DPO for performing a financial examination, and instead
provides that the department may assess a DPO for the full expense
incurred in conducting afinancial examination. However, the bill also
provides that a dental plan organization with direct written premiums
written in this State of less than $1,000,000 in any calendar year is
subject to a limited scope examination with expenses for that
examination not to exceed $10,000.

In addition, the bill provides for the assessment of civil monetary
penalties for failure of a DPO to file an annual report or respond in a
timely manner to inquiries from the department. The penalty amount
shall not be less than $50 nor more than $500 for each day that the
DPO failsto comply.

The bill requires any director, officer, employee or partner of a
dental plan organization who receives, collects, reimburses or invests
moneys in connection with the activities of the organization to be
bonded for his fidelity, or maintain crime insurance or its equivalent,
in an amount which shall be determined by the commissioner.

Finally, other technical revisions are included in the bill.



ASSEMBLY FINANCIAL INSTITUTIONS AND INSURANCE
COMMITTEE

STATEMENT TO

[First Reprint]
SENATE, No. 1752

STATE OF NEW JERSEY

DATED: DECEMBER 2, 2004

The Assembly Financial Institutions and Insurance Committee
reports favorably Senate Bill No. 1752 (1R).

This bill revises the "Dental Plan Organization Act" generally, to
update certain of its provisions and subject dental plan organizations
(DPOs) to the same level of oversight by the Department of Banking
and Insurance and review as other types of health insurers.

The bill eliminates the $1,000 cap the department may currently
assess a DPO for performing a financial examination, and instead
provides that the department may assess a DPO for the full expense
incurred in conducting afinancial examination. However, the bill also
provides that a dental plan organization with direct written premiums
written in this State of less than $2,000,000 in any calendar year is
subject to a limited scope examination, with expenses for that
examination not to exceed $5,000. Under the current law, the
threshold for alimited scope examination is $1,000,000, with expenses
for the examination not to exceed $10,000.

In addition, the bill provides for the assessment of administrative
penalties in addition to the civil monetary penalties in the current act,
for the failure of a DPO to file an annual report or respond in atimely
manner to inquiries from the department. The administrative penalties
shall be not be less than $50 nor more than $500 for each day that the
DPO failsto comply.

The bill also requires retention of DPO records for seven years,
rather than the current three.

The bill requires any director, officer, employee or partner of a
dental plan organization who receives, collects, reimburses or invests
moneys in connection with the activities of the organization to be
bonded for his fidelity, or maintain crime insurance or its equivalent,
in an amount which shall be determined by the commissioner.



SENATE COMMERCE COMMITTEE

STATEMENT TO

SENATE, No. 1752

with committee amendments

STATE OF NEW JERSEY

DATED: OCTOBER 4, 2004

The Senate Commerce Committee reports favorably, and with
committee amendments, Senate Bill No. 1752.

As amended by the committee, this bill revises the "Dental Plan
Organization Act" generally, to update certain of its provisions and
subject dental plan organizations (DPOs) to the same level of
oversight by the Department of Banking and Insurance and review as
other types of health insurers.

The bill deletesthe $1,000 cap the department may currently assess
a DPO for performing a financial examination, and instead provides
that the department may assess a DPO for the full expense incurred in
conducting afinancial examination. However, the bill also provides
that adental plan organization with direct written premiums written in
this State of less than $2,000,000 in any calendar year is subject to a
limited scope examination, with expenses for that examination not to
exceed $5,000.

In addition, the bill provides for the assessment of civil monetary
penalties for the failure of a DPO to file an annual report or respond
in atimely manner to inquiries from the department. The penalty shall
be not be less than $50 nor more than $500 for each day that the DPO
fails to comply.

The bill also requires retention of DPO records for seven years,
rather than the current three.

The bill requires any director, officer, employee or partner of a
dental plan organization who receives, collects, reimburses or invests
moneys in connection with the activities of the organization to be
bonded for his fidelity, or maintain crime insurance or its equivalent,
in an amount which shall be determined by the commissioner.

The committee amended the bill to provide that DPOs with direct
written premiums of $2,000,000 would be subject to a limited scope
examination, and to limit expenses charged by the department for a
limited scope examination of such a DPO to $5,000. As the hill
originally provided, such limited scope examinations applied to DPOs
with direct written premiums of $1,000,000 and expenses for such
examinations were limited to $10,000. The amendments also require
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retention of records for seven years, rather than three years, as the law
currently requires.

The amendments also delete certain of the bill's revisions to the law
relative to the financial reporting requirements and thereby preserve
the status quo under the law in that regard. As introduced, the bill
required the filing of an annual audited financial statement by a DPO
annually on or before June 1, certified by the certified public
accountant having conducted the audit. In addition, the bill provided
that a DPO include, in its annual report filed with the department, a
financial statement prepared and attested to by an officer of the DPO.
As amended, a financial statement prepared and attested to by an
independent certified public accountant shall be filed as part of its
annual report to the department. If the DPO's records have been
audited by a certified public accountant, the financial statement shall
be certified by the certified public accountant having conducted the
audit.
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Sponsor ed by:

Assemblyman JOHN F. MCKEON
District 27 (Essex)

Assemblyman NEIL M. COHEN
District 20 (Union)

SYNOPSIS
Makes various revisions to the "Dental Plan Organization Act."

CURRENT VERSION OF TEXT
Asintroduced.



© 0 N O O & W DN P

B W W W W W WwWwWwWwWwwwdNDNDNDNDNDNNDNDNDNNDMNDNNNRPEPRPRPERERPRERERPREREPRPERE
O ©W 0 N O Ol A W NP OO NO UL WNPFP OOOLONO O A WDN P O

A3455 MCKEON, COHEN
2

ANACT concerning dental plan organizations, amending P.L.1979, c478 and
repealing section 22 thereof.

BEe IT ENACTED by the Senate and General Assembly of the Sate of
New Jersey:

1. Section 2 of P.L.1979, c.478 (C.17:48D-2) is amended to read as
follows:

2. Inthisact, unless the context otherwise requires:

"Capitation” meansamethod of compensation by adental plan organization
toitscontracted dentistsfor dental servicesand supplies provided to covered
persons of the dental plan organization on the basis of afixed periodic
payment per covered person or enrollee;

[a] "Commissioner” meansthe Commissioner of Banking and Insurance;

"Consultant” means a person who holds himself out as an advisor or

renders advice on the organization, financing, administration or operation of a
dental plan to any employer, union, trust fund or dental plan organization;

"Covered person” means any person eigibleto receive covered benefitsor
services and supplies under the terms of a dental plan;

[b.] "Dentd plan” meansany contractual arrangement for denta services
[ provided directly or arranged for or administered directly on aprepaid or
postpaidindividua or group capitation basis] and suppliesto covered persons
where contracted dentists are compensated by means of capitation, salary or
amethod authorized, submitted to and approved by the commissioner;

[c.] "Denta plan organization” or "DPQ" means any person who
undertakesto provide directly or to arrange for or administer one or more
dental plans providing dental services and supplies;

[d.] "Denta services' means servicesincluded in the practice of dentistry
as defined in R.S.45:6-19;

[e.] "Enrolleg" meansanindividud [and hisdependentswho are enrolled
inadenta plan organization] whaose employment or other status, except famil
dependency, isthe bassfor digibility for enrollment in the dental plan, or inthe
caseof anindividua contract, the person in whose namethe contract isissued;

[f.] "Evidence of coverage' meansany certificate, agreement or contract
issued to an enrollee, setting out the dental services and suppliesto which the
enrollee and his dependents [is] are entitled;

[g. "Consultant" means a person who holds himsalf out asan advisor or
renders advice on the organization, financing, administration or operation of a

dental plan to any employer, union, trust fund or dental plan organization;]

[h.] "Finder" means a person who brings together a dental plan

EXPLANATION - Matter enclosed in bold-faced brackets [thus] in the above bill is
not enacted and intended to be omitted in the law.

Matter underlined thusis new matter.
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organization with an employer, union or trust fund for the purpose of
establishing acontractual relationship to provide denta services, or facilities
or equipment related to the operation of the dental plan or dental plan
organization.

"Nationa Association of Insurance Commissioners' or "NAIC" meansthe
National Association of Insurance Commissioners, it's affiliates, or

subsidiaries, or any agency or committee thereof, or any successor

organization.
(cf: P.L.1983, c.24,s.1)

2. Section 3 of P.L.1979, ¢.478 (C.17:48D-3) is amended to read as
follows:

3. a No person may establish, operate or administer a dental plan
organization, or sall or offer to sall, or solicit offersto purchase, or receive
advance or periodic consideration in conjunction with any dental plan
organization, utilizing in the aggregatethe services of more than onefull-time
equivaent dentist, without obtaining and maintaining acertificate of authority
pursuant to this act.

b. Within 90 days after the effective date of this act, every dental plan
organization utilizing in the aggregate the services of more than one full-time
equivaent dentigt shdl submit an application for acertificate of authority to the
commissioner. A dental plan organization may continue to operate until the
commissioner actsupontheapplication. If theapplicationisdenied, thedentd
plan organization shall be treated asif its certificate of authority has been
revoked.

c. Anapplication for acertificate of authority shal beinaform prescribed
by the commissioner, shall be verified by an officer or authorized

representative of the dental plan organization and shall include the following:

(1) All basicorganizationd documentsof the dental plan organization, such
asthearticles of incorporation, articles of association, partnership agreement,
trade name certificate, trust agreement, shareholder agreement or other
applicable documents and all amendments to those documents;

(2) Thebylaws, rulesand regulations or smilar documents regulating the
conduct or the internal affairs of the dental plan organization;

(3) The names, addresses [and], official positions and a biographical
affidavit (NAIC form) of the personswho are respons ble for the conduct of
the affairs of the dental plan organization, including al members of the board
of directors, board of trustees, executive committee or other governing board
or committee, the principa officers, in the case of a corporation, and the
partners or members, in the case of a partnership or association;

(4) [All] Theform of al contracts or agreements made between any
dentist and the dental plan organization;

(5) All contracts or agreements made between any person listed in
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paragraph (3) of this subsection and any dentist, consultant, finder, supplier of
administrative services or business manager;

(6) A description of the dental plan organization, itsdental plan or plans,
facilities and personnel;

(7) Theform of the evidence of coverage to be issued to the enrollees,

(8) Theform of any group contract whichisissued to employers, unions,
trustees or others;

(9) A financial statement prepared by an independent certified public
accountant, setting forth the gpplicant's present or anticipated assets, ligbilities
and sources of funds. The statement shall set forth the terms and conditions
of dl current ligbilities and any outstanding loans made from the funds of the
applicant, and shall be attested to by the applicant or an authorized officer
thereof. If thecommissioner requiresan audit of thefinancia records of the
applicant by anindependent certified public accountant, thefinancia statement
shall be prepared and certified by the certified public accountant having
conducted the audit;

(10) The proposed method of marketing the plan, afinancia planwitha
3 year projection of theinitid operating results and a satement of the sources
of working capital and any other sources of funding. Thejustificationsand
assumptions for the marketing and financial plan shall also be disclosed;

(12) A power of attorney duly executed by the dental plan organization,
if not domiciledinthis State, ppointing thecommissioner, thecommissoner's
successors in office and duly authorized deputies as the true and lawful
attorney of the dentd plan organization in and for this State, upon whom lawful
processinany lega action or proceeding against the dental plan organization
on a cause of action arising in this State may be served;

(12) A description of the geographic areaor areasto be served, by county
and zip code (first 3 digits);

(13) A description of the procedures and programsto beimplemented to

achieve an effective dental plan as required in section 5 a.(2) of this act; and

(14) Such other information as the commissioner may require.

d. Thedenta plan organization shal pay afeeof [$100.00] $1.000tothe
commissioner, upon filing an application for a certificate of authority.

e Thecommissioner shdl act on an gpplication for a certificate of authority
within 90 daysfollowing receipt of the application [or the operative date of
this amendatory and supplementary act, whichever is later].
(cf: P.L.1983, c.24,s.2)

3. Section 4 of P.L.1979, ¢.478 (C.17:48D-4) is amended to read as
follows:

4. [Within 10 days following] Sixty days prior to any significant
modification of information submitted with the application for a certificate of
authority or asubsequent modification, adental plan organization shall file
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1 notice of the modification with the commissioner.

2 (cf: P.L.1979, c.478, s.4)

3

4 4. Section 5 of P.L.1979, ¢.478 (C.17:48D-5) is amended to read as

5 follows:

6 5. a Thecommissioner shdl issueacertificate of authority if heis satisfied

7 that the following conditions are met:

8 (1) The personsresponsible for conducting the affairs of the dental plan

9 organization are competent and trustworthy and are professionally capable of
10 providing, arranging for or administering the services offered by the plan;
11 (2) Thedental plan organization congtitutes an appropriate mechanismto
12 achieve an effective dental plan, as determined by the commissioner;
13 (3) Thedenta plan organization has demongtrated the potential to provide
14  dentd servicesinamanner that will assure both availability and accessibility
15 of adequate personnel and facilities,
16 (4) Thedentd plan organization hasarrangementsfor an ongoing quality
17 of dental care assurance program;
18 (5) Thedentd plan organization hasaprocedure to establish and maintain
19 uniform systems of cost accounting and reports and audits that meet the
20 requirements of the commissioner;
21 (6) The denta plan organization is financially responsible and may
22 reasonably be expected to meet its obligations to [enrollees] covered
23 persons. In making this determination the commissioner shall consider:
24 (@ Thefinancia soundnessof thedenta plan'sarrangementsfor services
25 and the schedule of [charges] premiums used;
26 (b) Any arrangement with an insurer or medical or dental service

27  corporation for continuation of coveragein the event of discontinuance of the
28 plan, onanindemnity bas sthrough agroup vehicleto the end of the period for
29  which premiums were paid to the discontinued dental plan organization; and
30 (©) Thesufficency of an agreement with dentistsfor the provison of denta
31 services,

32 (7) A genera surplusis maintained as required in section 6 of this act;
33 (8) A contingent surplusisaccumulated and maintained asrequiredin
34 section 7 of thisact;

35 (9) The condition or methods of operation of the dental plan organization
36 arenot such aswould render its operations hazardousto itsenrollees or the
37 public; and

38 (10) Thepersonsresponsblefor conducting the affairs of thedental plan
39 organization are: (a) of good moral character, and (b) have not been
40 convicted, within 7 years of thefiling of the application for a certificate of
41 authority, of acrimelistedinN.J.S.2C:41-1 or, a any time, of engagingin a
42  pattern of racketeering activity, as defined in N.J.S.2C:41-1 and 2C:41-2.
43 b. When the commissioner disapproves an application for acertificate of
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authority, he shdl notify the denta plan organization in writing of the reasons
for the disapproval.

c. [A certificate of authority shall expire 1 year following the date of
issuance or previous renewal. If the dental plan organization remainsin
compliancewith thisact and haspaid arenewal fee of $100.00, itscertificate
shall be renewed.](Deleted by amendment, PL. c. ).

(cf: P.L.1983, c.24, s.3)

5. Section 8 of P.L.1979, ¢.478 (C.17:48D-8) is amended to read as
follows:

8. a. Any director, officer, employee or partner of a dental plan
organization who receives, collects, reimburses or invests moneys in
connection with theactivitiesof theorganization shal be bonded for hisfiddity,
or maintain crimeinsurance or its equivalent, in an amount which shall be
determined by the commissioner.

b. Each dentist employed by adental plan organization shall beinsured
againgt professiond liability or ma practice by aninsurer licensed to conduct
businessinthis Statefor such minimum amountsas shall be determined by the
commissioner.

(cf: P.L.1979, c.478, s.8)

6. Section 9 of P.L.1979, ¢.478 (C.17:48D-9) is amended to read as
follows:

9. a. Anenrollee shal be entitled to receive evidence of coverageor a
certificate indicating specifically the nature and extent of coverage, and
evidence of the total amount or percentage of payment, if any, which the
enrollesisobligated to pay for denta services. If anindividua enrollee obtains
coverage through an insurance policy or through a contract issued by a
medical or dental service corporation, whether by option or otherwise, the
insurer or medical or dental service corporation shall issue the evidence of
coverage. Otherwise, thedenta plan organization shall issuethe evidence of
coverage.

b. No evidence of coverage or amendment thereto shall be issued or
delivered to any person until acopy of the form of evidence of coverage or
amendment thereto has been filed with the commissioner.

c. Evidence of coverage shal contain aclear and complete statement if a
contract, or areasonably complete summary if a certificate, of:

(1) Thedenta servicesand theinsurance or other benefits, if any, towhich
[enrollees] covered persons are entitled;

(2) Any limitations on the services, kind of services, benefits, or kind of
benefits to be provided, including any charge, deductible or co-payment
feature;

(3) Whereand inwhat manner information isavailable asto how services
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may be obtained; and
(4) A clear and understandable description of the dental plan
organization'smethodfor resolving [ enrollees’] covered persons complaints.
d. Any subsequent change in the evidence of coverage or the amount or
percentage of payment which the enrollee is obligated to pay, shall be
evidenced in a separate document issued to the enrollee.
(cf: P.L.1979, c.478, s.9)

7. Section 9 of P.L.1999, ¢.154 (C.17:48D-9.4) is amended to read as
follows:

9. a. Within 180 days of the adoption of atimetablefor implementation
pursuant to section 1 of P.L.1999, c.154 (C.17B:30-23), a dental plan
organization, or asubsidiary that processes health care benefitsclamsasa
third party administrator, shall demonstrate to the satisfaction of the
Commissioner of Banking and Insurancethat it will adopt and implement all
of the tandardsto receive and transmit hedlth care transactions el ectronicdly,
according to the corresponding timetable, and otherwise comply with the
provisions of this section, asacondition of its continued authorization to do
businessin this State.

The Commissioner of Banking and Insurance may grant extensions or
walversof the implementation requirement when it has been demongtrated to
the commissioner's satisfaction that compliance with the timetable for
implementation will result in an undue hardship to adenta plan organization,
itssubsidiary or its covered [enrollees] persons.

b. Within 12 months of the adoption of regulations establishing standard
hedlth care enrollment and claim forms by the Commissioner of Banking and
Insurance pursuant to section 1 of P.L..1999, ¢.154 (C.17B:30-23), adenta
plan organization or asubsidiary that processeshealth care benefitsclaimsas
athird party administrator shall use the standard hedlth care enrollment and
claim formsin connection with all group and individua contracts issued,
delivered, executed or renewed in this State.

c. Twelve monthsafter the adoption of regulations establishing standard
hedlth care enrollment and claim forms by the Commissioner of Banking and
Insurance pursuant to section 1 of P.L.1999, ¢.154 (C.17B:30-23), adenta
plan organization shall require that health care providersfileall claimsfor
payment for dental services. A covered person who receives dental services
shall not be required to submit aclaim for payment, but notwithstanding the
provisions of this subsection to the contrary, a covered person shall be
permitted to submit aclaim on his own behdf, at the covered person’s option.
All daimsshdl befiled using the standard hedlth care claim form applicableto
the contract.

d. (1) Effective 180 days after the effective date of P.L.1999, c.154, a
dentd plan organization or itsagent, hereinafter the payer, shdl remit payment
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for every insured clam submitted by [an enrollee] a covered person or that
[enrollee's] covered person's agent or assigneeif the contract providesfor
assignment of benefits, no later than the 30th calendar day foll owing receipt of
the claim by the payer or no later than the time limit established for the
payment of clams in the Medicare program pursuant to 42 U.S.C.
s.1395u(c)(2)(B), whichever isearlier, if theclaim issubmitted by electronic
means, and no | ater than the 40th calendar day following receipt if the claim
is submitted by other than electronic means, if:

(@ theclamisandigibleclaim for ahealth care service provided by an
eligible health care provider to a covered person under the contract;

(b) the claim has no materia defect or impropriety, including, but not
limited to, any lack of required substantiating documentation or incorrect
coding;

(c) thereisno dispute regarding the amount claimed,

(d) the payer has no reason to believe that the claim has been submitted
fraudulently; and

(e) theclamrequiresno specia treatment that preventstimely payments
from being made on the claim under the terms of the contract.

(2) If dl or aportion of the claim is denied by the payer because:

(@) theclamisanineligible claim;

(b) theclaim submission isincomplete becausetherequired substantiating
documentation has not been submitted to the payer;

(c) the diagnosis coding, procedure coding, or any other required
information to be submitted with the claim isincorrect;

(d) the payer disputes the amount claimed; or

(e) thecdlamrequiresspecid treatment that preventstimely paymentsfrom
being made on the claim under the terms of the contract, the payer shal notify
the [enrollee] covered person, or that [ enrollee's] covered person's agent or
assigneeif the contract provides for assgnment of benefits, in writing or by
electronic means, as appropriate, within 30 days, of thefollowing: if al or a
portion of theclaimisdenied, al thereasonsfor thedenid; if theclaimlacks
the required substantiating documentation, including incorrect coding, a
statement asto what substantiating documentation or other informationis
required to complete adjudication of the claim; if the amount of theclamis
disputed, a statement that it is disputed; and if the claim requires special
treatment that preventstimely paymentsfrom being made, astatement of the
special treatment to which the claim is subject.

(3) Any portion of aclaim that meetsthe criteriaestablishedin paragraph
(2) of this subsection shall be paid by the payer in accordance with thetime
limit established in paragraph (1) of this subsection.

(4) A payer shdl acknowledge receipt of aclaim submitted by electronic
meansfrom ahedth care provider or [enrollee] covered person, no later than
two working days following receipt of the transmission of the claim.
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(5) If apayer subject to the provisions of P.L.1983, ¢.320 (C.17:33A-1
et seq.) hasreason to believe that a claim has been submitted fraudulently, it
shall investigate the claim in accordance with its fraud prevention plan
established pursuant to section 1 of P.L.1993, ¢.362 (C.17:33A-15), or refer
the claim, together with supporting documentation, to the Office of the
Insurance Fraud Prosecutor in the Department of Law and Public Safety
established pursuant to section 32 of P.L.1998, c.21 (C.17:33A-16).

(6) Payment of an éigible clam pursuant to paragraphs (1) and (3) of this
subsection shall be deemed to be overdueif not remitted to the claimant or his
agent by the payer on or before the 30th calendar day or the time limit
established by the Medicare program, whichever isearlier, following receipt
by the payer of aclaim submitted by el ectronic meansand on or before the
40th calendar day following receipt of a claim submitted by other than
electronic means.

In the event payment iswithheld on al or aportion of aclaim by apayer
pursuant to subparagraph (b) of paragraph (2) of this subsection, the claims
payment shall be overdueif not remitted to the claimant or hisagent by the
payer on or before the 30th calendar day or the time limit established by the
Medicare program, whichever isearlier, for claims submitted by electronic
means and the 40th calendar day for claims submitted by other than eectronic
means, following receipt by the payer of the required documentation or
modification of an initial submission.

(7) Anoverdue payment shall bear smpleinterest at the rate of 10% per
annum.

e. Asused inthissubsection, "insured clam’ or "clam” meansaclam by
[an enrollee] acovered person for payment of benefits under an insured
dental plan organization contract for which the financial obligation for the
payment of aclaim under the contract rests upon the dental plan organization.
(cf: P.L.1999, c.154, s.9)

8. Section 10 of P.L.1979, c.478 (C.17:48D-10) is amended to read as
follows:

10. a Noscheduleof [charges] premiumsfor [enrollee] coveragefor
dental services, or amendment thereto, may be used by a dental plan
organization until acopy of such schedule, or amendment thereto, has been
filedwiththecommissioner. The commissioner may disapprovethe schedule
of [ charges] premiumsat any timeif hefindsthat the [ charges] premiumsare
excessive, inadequate or unfairly discriminatory. If the commissioner
disgpproves the schedule of [ charges] premiums he shdl notify the denta plan
organization within 5 days of the date of disapproval and specify inthenotice,
thereason for hisdisapprova. A hearing shal begranted within 20 days after
arequest in writing by thefiler. It shall be unlawful for any dental plan
organization whose schedule of [charges] premiums has been disapproved
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to effect any contract or issue any subscription certificate which uses the
disapproved schedule of [charges] premiums until arevised schedule of
[ charges] premiums has been filed.

b. [Charges] Premiumsshall be established in accordancewith actuaria
principles, but [ charges] premiums applicable to [an enrollee] acovered

person shall not be individually determined based on the status of his health.

(cf: P.L.1979, c.478, s.10)

9. Section 11 of P.L.1979, c.478 (C.17:48D-11) isamended to read as
follows:

11. a. The commissioner or his designee may, as often as he may
reasonably determine, investigate the business and examine the books,
accounts, records and files of every dentd plan organization. For that purpose
the commissioner or his designee shall have reasonably free access to the
officesand places of business, books, accounts, papers, recordsand files of
al dentd plan organizations. A dentd plan organization shall keep and usein
Its bus nesssuch books, accountsand records aswill enablethe commissioner
to determine whether the dental plan organization is complying with the
provisonsof thisact and with the rules and regulations promul gated pursuant
toit. A denta plan organization shall preserve its books, accounts and
records for at least [3] 7 years; except that preservation by photographic
reproduction or recordsin photographic form shdl congtitute compliancewith
this act.

b. For the purpose of the examination, the commissioner may, withinthe
limits of funds appropriated for such purpose, contract with such personsas
he may deem advisable to conduct the same or assist therein.

c. Atthediscretion of the commissioner, the Commissioner of Hedth and
Senior Servicesand the New Jersey State Board of Dentistry may participate
in the investigations and examinations described in this section to verify the
existence of an effective dental plan.

d. The expensesincurred in making any examination pursuant to this
section [up to $1,000.00 annualy, Jshall be assessed againgt and paid by the
denta plan organization o examined. A dentd plan organization having direct
premiumswritten in this State of lessthan $2,000,000in any calendar year
shall be subject to a limited scope examination with expenses for that
examination not to exceed $5,000. Upon written notice by the commissioner
of thetotal amount of an assessment, adental plan organization shal become
liable for and shall pay the assessment to the commissioner.

(cf: P.L.1979, c.478, s.11)

10. Section12of P.L.1979, ¢.478 (C.17:48D-12) isamended to read as
follows:
12. a A denta plan organization shal establish and maintain acomplaint
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system to provide reasonable procedures for the resolution of written
complaintsinitiated by [enrollees] covered persons concerning dental plan
services. Thedental plan organization shall maintain records of all written
complaintsinitiated by [enrollees] covered persons.

b. The commissioner may examine the complaint system and if he
determinesthat the system is not adequate he may require arevision of the
complaint system.

(cf: P.L.1979, c.478, s.12)

11. Section 13 of P.L.1979, ¢.478 (C.17:48D-13) isamended to read as
follows:

13. a Every dentd plan organization annually on or before March 1 shall
filewith the commissioner areport covering itsactivitiesfor the preceding
calendar year.

b. Thereportsshal be on forms prescribed by the commissioner and shall
include:

(1) A financia statement of the dental plan organization, prepared by an
independent certified public accountant and attested to by an officer of the
dental plan organization, which statement shall include full disclosure of all
assetsand liabilitiesof thedental plan organi zation, thetermsand conditions
thereof, and the sources and disposition of al funds. If the dental plan
organization's records have been audited by an independent certified public
accountant, thefinancial statement shall be certified by the certified public
accountant having conducted the audit;

(2) Any significant modification of information submitted with the
application for a certificate of authority;

(3) The number of personswho became [enrollees] covered persons
during the year, the number of [enrollees] covered persons as of the end of
the year and the number of enrollments terminated during the year;

(4) A descriptionof the [enrollees] covered persons complaint system,
including the procedures of the complaint system, the total number of written
complaints handled through the system, asummary of causes underlying the
complaintsfiled, and the number, amount and disposition of ma practiceclams
settled during the year by the dental plan organization and any of the dentists
used by it; and

(5) Any other information relating to the performance of the dental plan
organization as required by the commissioner.

(cf: P.L.1983, c.24, s.4)

12. Section 14 of P.L.1979, ¢.478 (C.17:48D-14) isamended to read as
follows:

14. [A dental plan organization shal not use more than 30% of itsgross
contract and certificate income in the first year of operation, 25% in the
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second year of operation and 20% in any subsequent year for general

expenses, acquisition expenses and miscellaneoustaxes, licensesand fees.]
At least 70 percent of every dental plan organization'searned premiumin

thefirst year of operation, 75 percent in the second year, and 80 percent in al

subsequent yearsshall be used for paymentsto dentistsfor dental servicesand

supplies provided to covered persons.

(cf: P.L.1979, c.478, s.14)

13. Section150f P.L.1979, ¢.478 (C.17:48D-15) isamended to read as
follows:

15. a. No dental plan organization, or representative thereof, may cause
or knowingly permit the use of advertising which is untrue or misleading,
solicitationwhichisuntrue or mideading, or any form of evidence of coverage
which is deceptive. For purposes of this act:

(1) A statement or item of information shall be deemed to be untrueif it
does not conform to fact in any respect which is or may be significant to an
enrollee of, or person considering enrollment in, adental plan;

(2) A statement or item of information shall be deemed to be mideading,
whether or not it may beliterally untrue, if, in thetotal context in which the
statement ismade or theitem of information iscommuni cated, the statement
or item of information may be reasonably understood by aperson who does
not possess specia knowledge regarding dental plan coverage, asindicating
any benefit or advantage or the absence of any exclusion, limitation, or
disadvantage of possible significanceto [an enrollee] acovered person of, or
person considering enrollment in, adental plan, if the benefit or advantage or
absence of exclusion, limitation, or disadvantage does not in fact exist;

(3) Evidence of coverage shal be deemed to be deceptiveif the evidence
of coverage taken asawhole, and with consideration given to typography,
format and language, may cause a person who does not possess special
knowledge regarding dental plans and evidences of coverage therefor, to
expect benefits, services, charges, or other advantageswhich the evidence of
coverage does not provide or which the denta plan organization issuing the
evidence of coverage does not regularly make available for [enrollees]
persons covered under such evidence of coverage.

b. Theunfair trade practice provisonscontainedin chapter 30 of Title17B
of the New Jersey Statutes shall apply to dental plan organizations, dental
plans and evidences of coverage, except to theextent that the commissioner
determines that the nature of dental plan organizations, dental plans and
evidences of coverage render these sections clearly inappropriate.

c. Nodenta plan organization, unlesslicensed asan insurer, may useinits
name, evidence of coverage or literature any of the words "insurance,”
"assurance," "casudty," "surety,” "mutud" or any other words descriptive of
theinsurance, casualty, or surety business or deceptively smilar tothe name
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or description of any insurer licensed to do businessin this State.

The provisions of this subsection shall be enforced by the Division of
Consumer Affairsin the Department of Law and Public Safety and, where
applicable, thecommissioner. Nothinginthisact shal limit the powersof the
Attorney General and the procedures with respect to consumer fraud in
P.L.1960, c.39 (C.56:8-1 et seq.).

(cf: P.L.1979, c.478, s.15)

14. Section 16 of P.L.1979, ¢.478 (C.17:48D-16) isamended to read as
follows:

16. a. The commissioner may suspend or revoke any certificate of
authority issued to adental plan organization pursuant to thisact, if hefinds
that any of the following conditions exist:

(1) Thedental plan organization is operating in a manner significantly
contrary to that described in sections 3 and 4 of this act;

(2) Thedenta plan organization issues an evidence of coverage which
does not comply with the requirements of section 9 of this act;

(3) The denta plan organization does not provide or arrange for an
effective dental plan, as determined by the commissioner;

(4) Thedenta plan organization can no longer be expected to meet its
obligations to [enrollees] covered persons,

(5) Thedenta plan organization, or any authorized person on its behalf,
has advertised or merchandised itsservicesin an untrue or mideading manner;

(6) Thedental plan organization hasfailed to comply with thisact or any
rules and regulations promulgated thereunder;

(7) Any person responsiblefor conducting the affairs of the dental plan
organizationis: (a) not of good moral character, or (b) has been convicted,
within 7 years of thefiling of the application for a certificate of authority, of a
crimelisted in N.J.S.2C:41-1 or, a any time, of engaging in a pattern of
racketeering activity, as defined in N.J.S.2C:41-1 and 2C:41-2.

b. When the commissioner has cause to believe that grounds for the
suspension or revocation of acertificate of authority exist, he shall notify the
dental plan organization in writing, specifically stating the grounds for
suspension or revocation. A hearing on the matter shall be granted by the
commissioner within 20 days after arequest in writing by the dental plan
organization. After thehearing, or upon failure of the denta plan organization

to appear at the hearing, the commissioner shall take action on his findings.

c. If thecommissoner suspendsthe certificate of authority, thedenta plan
organization shall not accept any additional [enrollees] covered persons,
except newborn children, new employees and new dependents of current
employees, or engagein any advertising or solicitation duringthe period of the
suspension.

d. If thecommissioner revokesthe certificate of authority, thedenta plan
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organization shal proceed to dissolve its structure immediately following the
effective date of the order of revocation, and shall conduct no further business,
except asmay be essentid to the orderly concluson of the affairs of the dentd
plan organization. The commissioner by written order, however, may permit
such further operation of the dental plan organization ashefindsto beinthe
best interest of [enrollees] covered persons to the end that [enrollees]
covered personsshal| be afforded the greatest practical opportunity to obtain
continuing dental plan coverage.

e. Notwithstanding the provisionsof subsectionsc. and d. of thissection,
adentd plan organization which has had its certificate of authority suspended
or revoked, or has suffered an adverse decision by the commissioner, shal be
entitled to a hearing pursuant to the "Administrative Procedure Act,”
P.L.1968, c.410 (C.52:14B-1 et seq.).

(cf: P.L.1983, c.24, s.5)

15. Section 18 of PL.1979, ¢.478 (C.17:48D-18) isamended to read as
follows:

18. Any dentd plan organization which violatesany provisonsof thisact,
or neglects, failsor refusesto comply with any of the requirementsof thisact
shall beliable for acivil penalty of not less than $500.00 nor more than
$10,000.00 for each violation. Thefailureto file an annual report and the
falureto reply promptly inwriting to inquiries of the commissioner may result
in an adminigtrative pendlty in an amount not lessthan $50 nor more than $500
for each day that the dental plan organization failsto file that reports or
response. The penalty may be sued for and recovered by the commissioner
in asummary proceeding pursuant to the "Penalty Enforcement Law of
1999"[(N.J.S.2A:58-1 et seq.)]P.L.1999, c.274 (C.2A:58-10 et seq.).

A purposeful or knowing misstatement or omission of materia fact required
to be supplied to the commissioner is a crime of the fourth degree.

(cf: P.L.1983, c.24, s.6)

16. Section 21 of P.L.1979, ¢.478 (C.17:48D-21) is amended to read:

21. Dataor information pertaining to the diagnos's, treetment or hedlth of
any [enrollee] covered person obtained by thedental plan organizationfrom
the [enrollee] covered person or any dentist shall be confidential and shall not
be disclosed to any person except to the extent that it may be necessary to
carry out the purposes of this act, or upon the express consent of the
[enrollee] covered person, or pursuant to statute or court order for the
production of evidence or the discovery thereof, or inthe event of claim or
litigation between the [enrollee] covered person and the dental plan
organization wherein the data or information is pertinent. A dental plan
organization shall be entitled to claim any statutory privilegesagainst such
disclosure which the dentist who furnished the information to the dental
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organization is entitled to claim.
(cf: P.L.1979, c.478, s.21)

17. Section 22 of P.L.1979, c¢.478 (C.17:48D-22) is repeal ed.

18. Thisact shall take effect immediately.

STATEMENT

Thishill revisesthe "Dental Plan Organization Act” generdly, to update
certain of itsprovisions and subject denta plan organizations (DPOs) to the
same level of oversight and review by the Department of Banking and
Insurance as other types of health insurers.

Thebill eliminates the $1,000 cap the department may currently assessa
DPO for performing afinancial examination, and instead providesthat the
department may assess a DPO for the full expense incurred in conducting a
financial examination. However, the bill aso provides that a dental plan
organi zation with direct written premiumswritten in this State of lessthan
$2,000,000 in any calendar year is subject to alimited scope examination,
with expenses for that examination not to exceed $5,000.

Inaddition, the bill providesfor the assessment of civil monetary pendties
for thefailure of aDPO tofile an annud report or respond in atimely manner
to inquiriesfrom the department. The penalty shal not be less than $50 nor
more than $500 for each day that the DPO failsto comply.

The hill dso requiresretention of DPO recordsfor seven years, rather than
the current three.

Thebill requires any director, officer, employee or partner of adenta plan
organization who receives, collects, reimburses or invests moneys in
connection with the activities of the organization to be bonded for hisfiddlity,
or maintain crime insurance or its equivalent, in an amount which shall be
determined by the commissioner.
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COMMITTEE

STATEMENT TO

ASSEMBLY, No. 3455

STATE OF NEW JERSEY

DATED: DECEMBER 2, 2004

The Assembly Financial Institutions and Insurance Committee
reports favorably Assembly Bill No. 3455.

Thisbill revises the "Dental Plan Organization Act" generally, to
update certain of its provisions and subject dental plan organizations
(DPOs) to the same level of oversight and review by the Department
of Banking and Insurance as other types of health insurers.

The bill eliminates the $1,000 cap the department may currently
assess a DPO for performing a financial examination, and instead
provides that the department may assess a DPO for the full expense
incurred in conducting afinancial examination. However, the bill also
provides that a dental plan organization with direct written premiums
written in this State of less than $2,000,000 in any calendar year is
subject to a limited scope examination, with expenses for that
examination not to exceed $5,000. Under the current law, the
threshold for alimited scope examination is $1,000,000 with expenses
for the examination not to exceed $10,000.

In addition, the bill provides for the assessment of administrative
penalties, in addition to the civil monetary penaltiesin the current act,
for the failure of a DPO to file an annual report or respond in atimely
manner to inquiriesfrom the department. The administrative penalties
shall not be less than $50 nor more than $500 for each day that the
DPO failsto comply.

The bill also requires retention of DPO records for seven years,
rather than the current three.

The bill requires any director, officer, employee or partner of a
dental plan organization who receives, collects, reimburses or invests
moneys in connection with the activities of the organization to be
bonded for his fidelity, or maintain crime insurance or its equivalent,
in an amount which shall be determined by the commissioner.





