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L1991, CHAPTER 187, approved July 1. 1991
1991 Senate No. 3251 (Fourth Reprint)

1 AN ACT conceming health care cost containment and revising
2 parts of statutory law.

3

4 BE IT ENACTED by the Senate and General Assembly of the
5 Statc of New Jersey:

6 (New section) The Legislature finds and declares that:

7 a. Access to quatity health care shall not be denied to
8 residegts of the State because of their mabxhtLo pay for the
9 care; there are many residents of the State, particularly those
10 with incomes below the federal poverty level, who cannot pay for
11 needed hospital care and in order to ensure that these persons
12 have equal access to hospital care it is necessarLto maintain a
13 mechanism which will ensure payment of uncompensated hosgxtal
14 care; and to protect the fiscal solvency of the State's general
15 hospitals, as provided for in P.L.1971, c. 136 (C.26:2H-1 et al.), it
16 is necessary that all payers of health care services share eully
17 in the payment of uncompensated care on a Statewide basis, )

18 b. The "New ]ersey Uncompensated Care Trust Fund,” created
19 pursuant to P.L.1986, c¢.204, and continued pursuant to P.L.1989,
20 c.1 (€.268:2H-18.4 et seq.), which law expired on December 31,
21 1990, by which hospitals were able to collect their reasonable
22 cost of approved uncompensated care, resulted in unobstructed
23 access to health care for residents without insurance who
24  otherwise are unable to afford care. ' »
25 c. Having received and thoroughlLrevxewed the reports issued
26 by the Commissioner of Health and the Governor's Commlssxon

"-27-" on_Health Care_Costs on uncompensated care, its  economic

3

28 implications and various means of fmancmg uncompensated care,
29 it is evident that stmn for a trust fund 15 necessary, w1th
30 .modifications, to ensure access to hospital care for those who
31 cannot afford to pay and the fiscal solvency of hospltals At_the
32 same time, the State should take ‘further actions. to: rovxde
33 more comprehensive Medicaid ~coyerage -for the medically
34 indigent, reduce the rate of increase in Health insurance
35 % premiums and explore and implement various initiatives to reduce
36 the .amount of uncompensated care in this State without
37 impairing access to care.?

38 42, (New section) As used in sections 1 through 26 of P.L.

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

___ Matter underlined thys is new matter.

- m g

S

Etatter enclosed m superscript numerals has been adopted as folTows:
Senate $IH committee amendments- adopted March 11, 1991,
2 Senate floor amendments ‘adopted March 25, 1991.

3 Senate floor amendments adopted March 25, 1991. .
Assembly AAP committee amendments adopted June 13, 1991.
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1
2 "Assessment” means monies that are required to be remitted 3
3 to the fund by hospitals pursuant to this act. |
4 "Commission”_rneans the Hospital Rate Setting Commission 3
5 established pursuant to section 5 of P.L.1978, ¢.83 {(C.26:2H-4.1). ;
6 *Commissioner” means the Commissioner of Health.
7 "Departmentd means the Department of Health.
8 " Disproportionate_share hospital” means a hospital designated

9 by the Commissioner of Human Services pursuant to Pub,L.89-97 "

0! (42 U.S.C.§1396a et seq.)

1] "Fund” means the "New Jersey Health Care Trust Fund” .

I 3 established pursuant to this act. -

13 "Hospital” means a general acute_care hospital whose schedule

14 of rates is approved by the commission pursuant to section 11 of

15 P.L.1978, c.83 {C.26:2H-18.1).

16 "Medicaid” means the New J[ersey Medical Assistance and

17 Health Services Program in the Department of Human Services

18 established pursuant to P.L.1968, c.413 (C.30:4D-1 ef seq.).

19 “Payer” means a governmental or nongovemmental third party

20 payer or_any purchaser of hospital services whose hospital

"~ 721 ~~réimbursement rates are established by the commission pursnant - L : I

22 to P.L.1971, ¢.136 (C.26:2H-1 et al.), but shall not -include the ]

23 Medicaid program and the Medicare program established pursuant

24 to Pub,L.89-97 (42 U.S.C. §1395 et seq.), except as provided for

25 in subsection a. of section 5 of this act.

o 16 “tncompensated care” means inpatient and outpatient care l
27 provided to medically indigent persons and bad debts as defined
28 by regulation of the department pursuant to P.L.1971, ¢.136 :
29 (C.26:2H-1 et al.).4— » ;
30 43. (New section) The commission is authorized to approve a = &
31 hospital's rates to_ achieve an equitable collection and 3
32 distribution mechanism among hospitals in the State for payment
33 of uncompensated care pursuant to the provisions of this act.4
34 44, (New section) There is established the "New Jersey Health i
35 Care Trust Fund" in the Department of Health.

36 a. The fund shall be comprised of assessments remitted by
37 hospitals pursuant to this act and any other monies appropriated
38 thereto to carry out the purposes of this act.
39 The fund shall be a nonlagmLund ded.;cited for use by the
10 State: (1) to distribute payments for the cost’ of uncompensated N
41 caré.in the State, (2) to_subsidize a pilot health insurance E
42 program—for-small-business-employees; {3} to-fund the reasonabte - — - — - - -
43 cost of admuustenng_the fund, (4) to fund the reasonable cost of ‘ .
14 preparing and disseminating heatth. insurance information to
45 employers pursuant to section 17 of P.L. , c. (C.. )(now 3
16 pending before the Legislature as Ty & 0 fund primary
47  hedlth care provided by community health centers, on a pilot
48 basis, pursuant to section 23 of P.L. , c. (C. )now pending

- 49 before the Legislature as this bill}; except that, monies remitted
50

by hospitals pursuant:to this act shall not be used for the purpose

a
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1 of subsidizing pilot health insurance programs for sinall business 1
2 emplavees. Interest eamed on monies deposited in the fund shall : ’
3 be credited to the fund. " |
. 4 b. The fund shall be administered by a person appainted by the E E
5 .commissioner. ;
6 The administrator of the fund is responsible for overseeing and ;
7 coordinating the collection and disbursement of fund monies. The :
8 administrator is  responsible for promptly informing the
9 commission and the Commissioners of Health and Human Services ¢
10 if monies are not or-are not reasonably expected to be collected
11 or.disbursed or if the fund's reserve as established in subsection
12 c. of this section falls below the required level. A
13 c. The fund shall maintain a reserve in an amount not to
14 exceed $25 million. The commissioner shall - adopt rules and
15 regulations to govern the use of the reserve and to ensure the

16 integrity of the fund, pursuant to the "Administrative Procedure
17 Act," P.L.1968, c.410 (C.52:14B-1 et seq.).4

18 45, (New section) a. For the periods beginning lanuary or
19 July of the hospitals’ rate year, the department shall determine a }
20 uniform Statewide uncompensated care add-on. The_commission 3
21 shall approve the add-on before it is included in hOSpit:’ﬂ rates. ? o
T S gy Php—gdd<om shatt~bedetermined ~hy ~dividing-the~Statewide——— -~~~ oo e £ REEE S —
23 amount of approved uncompensated care plus an amount adequate .'
24 to_fund the reasonable cost of administering the fund pursuant to T e
25 subsection a. of section 4 of P.L. , c. (C. ){now pending -
26, before_the L _gslature as this bill) and to mamtam the reserve -
27 pursuant to subsection c. of section 4 of P.L. ", ¢. (C. ){now
28 pending before the Legislature as this bill), by the Statewide -
29 amount of approved revenue for all payers and approved revenue
30 for medicaﬂmig_nt persons less the Statewide amount of
31 approved iincompensated care. ‘ _
32 The Medicaid . program shall pmwde its _share of the
33 uncompensated care add-on, as determined by the commission,
34 through a direct contribution: to the fund of an amount equal to
35 the Medicaid program's State share of the uncompensated care
36 add-on.
- ¥ . The .add-on and any increases made to.the add-en -are-am - - - -0 —————
38 allowable cest and shall be included as part of the hospital's
a9 rates as estabhshed hy ‘the commission,
40 b. The amou.nt of monirmsed by the uniform Statew1de
41 uncompensated care add-on, as a percentage of all governmental
mz—waﬂﬁmvemmmmdmmﬂr not_exceed 13%, T T R
43 except that the add-on shall not exceed 19.7%. *
44 C. e- uniformn Statewide uncompensated care add—on for
45  patients whose hospital bills are paid by a health maintenance -
T 46 organization or other paver which has negotiated a discounted P
47 rate of payment with the hospital shall be based on the full rate . o
48 of reimbursement for.the services provided by the h to-the—————— —— - '
49 patient under the hogpltal reimbursement system established- — ' | o

50 pursuant to P.L.1978, c.83, rather than on the discounted rate of
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1 payment. mo
2 d. No provision of this section shali be construed to preclude .
3 the commission from approving-individual-hospital rate- increases R
4" for _uncompensated care in,  addition to the add-on.: Such o
i 5 increases. however, -shall not be paid from the moneys in the
6 Health Care Trust Fund.? ‘
7 46. (New section) a. The commission shall approve each :
8 hogpital’'s reasonable uncompensated care costs and shall ensure E
g that uncompensated care services financed pursuant to this act ' t -
10 are provided in the most appropriate and cost-effective manner :
1t - which the commission determines hospitals. can reasonably be R
12 required to ‘achieve. The commission shall reduce a hospital's v
13 reasonable uncompensated care Gosts by the amount of
14 -gverpayment for patlent care services, if any, by the Medicare

15 program established pursuant to Pub.L.89-97 (42 U.S.C. § 1395 et
16 seq.), the Medicaid program, or any payer or purchaser of hospital
17 services whose hospital reimbursement rates are not established
18 by the commission pursuant to P.L.1971, c.136 (C.26:2H-1 et

19 al.). For the purposes of this section, "overpayment” means
20 reimbursement in excess of that allowed by seation 5 of P.L.1978,
21 .83 (C.26:2H-4.1).

- The commission shall Tequire a hospital wﬁlch “engages in
23 inefficient or inappropriate provision of uncompensated care
24 services to_submit to the commission a_cost reduction plan The

25 commission __may __ prospectively. reduce the  hospital's o
o= -aesor o -26— —uncompensated care payments fof fa ailure to submit or implement

27 a cost reduction plan that has been approved by the commission.

28 b. The hospital mandatory assessinent shall-be funded by the

29 uniform Statewide uncompensated care add-on determined

30 pursuamt-10, section 5°of P.L. , ¢c. (C. - )now pending before the

31 Leglslature as this bill} which is charged by the hospxtal to all

32 payers.
33 A hospital’ shall collect all monies received fmm the

34  uncompensated care add-on pursuant to subsection a. of section 5
35  of-P.L. -, c. (C. )inow pending before the Legislature as this
36 bill and remit all such monies to the fund as the hospital's
T 37 mandatory assessment. .
38 Such.funds 8s 'may be necessary from the-assessment shall be
39 appropnated from the fund fo the Division of Medical Assistance
40 and Health Services in the Department of Human Services for -
= = m-w— - ———4}~——payment t6 disproportionate share and non-disproportionate share
42  hospitals for payments of approved uncompensated care costs.
43 The commission shall determine the agsount fhéi the Division
44 of Medical Assistance and Health Services in the Department of
45 - Hwman Services shall pay to each hospital. 5
46 -  The Commissioner of Human Services shall adopt rules and
47 regulations pursuant to the "Administrative Procedure Act,”
48 P.L:1968, c.410 (C.52:14B-1 et seq.) to carry out the provisions of -
49 this subsection.% -
50 47. (New section) a. A hospitﬁl shall remit the mandatory‘

3
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assessment to the fund at the end of eveeronlh for 12 months
except that, a hospital shall remit the first payment undeg this
act bLAugust 30, 1991,

b If a haspital is delinquent in its payment of the mandatory
assessment to the fund, the commission may, .pursuant to rules
and ‘regllations adopted by the commissioner, remove from fhat
hospital's schedule of rates the uniform Statewide
uncompensated care add-on or levy a reasonable penalty on the
hospital. The penalty shall be. recovered in a summary civil
ing brought in the name of the State in the Superior Court

pursuant to "the penalty enforcement law" {N.]l. S.2A:58-1 et

seq.). Penalties collected pursuant to this section shall be
deposited in the fund established pursuant to this act.

c. A hospital .authorized to receive payments from the Division

of Medical Assistance and Health Services.in the-Department of
Human Services pursuant to subsection b. of section 6 of P.L.
c. (C. )now pending before the Leglslature as this bill), shall
receive the payments on a monthly basis. A hospital shall receive
12 monthly payments and the first payment shall be made within
45 days of the effectivé date of this section. ]

48. (New section) a. A hospital shall not be reimbursed for

-the-cost of uncompensated care unless the commissianer certifies._.

to the commission that the hospital has followed the grocedures
pursuant to this section and section 11 of P.L. , c. (C. -){now
pending before the Legislature as this bill). For_the purposes of

--26—this section—and-section 11 of P.L.. , ¢. (C. )(now pending

before the Legislature as this bill), “"designated hospital
employee" means an employee of the hospital who has received
training in the collection of patient financial data and
identification of third party coverage and in assessing a patient's
eligibility for public assistance; and “responsible party” means
any person who Is responsible for paying a patient’s hospital bill,

b. A designated hospital employee shall interview ‘a patient
upon_the patient's initial request for care. If the emergent
nature of the patient's required health care makes the immediate
patient interview impractical, the designated hospital employee
shall interview the patient's family member, responsible party or
guardian, as appropriate, but if there is no family member,
res;pnsxble partsL or guardxan. the demgnated hospltal ergm)Lee

patient's_admissiorn_into the hospltal or prior to discharge,

41
—— 42— whichever-date-is-sooner—

43 c. A patient interview shall, at a minimum, include the
44 followmngquxnes, except as provided in Laragraph (5) of this
45 subsection: -
46 1 The designated - hospital employee shall obtain
47 documentation of proper identification of the patient.
48 Documentanon of grogldennﬁcatmn may mclude@ut shall not
49 be limited to, a' driver's license, a voter registration card, an
50  alien registry card, a birth certificate, an employee identification

A
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public _assistance, the demggated hospltal emgloW

6
o o ;
1 card, a union membership ‘card, an insurance er welfare plan
2 identification card or a Social Security card. Proper
3 identification of the patient may aiso be provided by personal
4 recognition by a person not associated with the patient. For the -
5 purposes of this paragraph, "proper identification” means the '
b patient’'s name, mailing address, residence telephone number,
7 date of birth, Socxal Secuntl number, and place and type of
8 employment, - emploment ‘address _and ~ employment telephone
9 number, as applicable. {
10 (2) The designated hospital empleyee shall inquire of the
11 patient, family member;responmble«ﬂpartLor guardian, as .
12 appropriate, whether the patient is covered by health insurance, Y
13 and if so, shall request documentation. of the evidence of health
14 insurance coverage. Documentation mamelude,ﬂxt shall not be
15 limited to, a.government sponsored health plan card or number, a
16 group-, sponsored or Qrect subscription health plan card or
17 number, a commercial- insurance identification gard or_claim
18 form or a union welfare plan identification card or claim form. -
13 (3) If evidence of health insurance coverage for the patient is
20 not documented or if evidence of health insurance coverage is
21 documented but the patient's health ins#fance coverage is
22 unlikely to provide payment in full for' the patient's account at s
23 the hospital, the designated hospital employee shall make an
24 initial determination of whether the patient is eligible for
25 participation in a public assistance program. If the employee =
26 concludes that the patient may be eligible for a public assistance 7
27 program, the employee shall so advise the patient, family
28 member, responsible party or guardian, as appropriate. The .
29 employee, either directly or through the hospital's social services ’
30 office, shall.give the patient, family. member, _responsiblép;arty
31 or guardian, as appropriate, the name, address and phone number '
32 of the public assistance office that can assist in enrolling the
33 patient in the program. The employee, or the social services
34 office of the hospital, shall also advise the public assistance ,
35 office_of the patient's possible eligibility, including possibie 2
36 retroactive or presumptive eligibility, for the program. -
37 Notwithstanding the -provisions of this paragraph to the ?
38 contrarx, if a county welfare agency emplayee is assigned to the 2
39 hospital pursuant to section 9 of P.L. ,°c. ({C. ){now pending
)__ 40 before_the Legislature as this bill) the deaggateq_ﬂsgltal o R
‘ 41 emgloyee shall refer the patient, family member, responsible
) 42 party or guardian, as appropriate, to_the county welfare agency |
43 employee who shall determine if the patient is eligible for Y3
44 Medicaid. ] , '
45 o (4) If evidence of health insurance coveragé for the patient is
46 riot documented or if evidence of health insurance coverage is -
47 documented but the patient's h_ealth insurance coverage is
° 48 unlikely to provide payment in full for the patient's account at
) 49 the hospital, and-.the patient does not appear to be ehgl;ble for .
) 50
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detennme if the patlent is ellglble for charlthare pursuant to
regulations adopted by the commissioner. If the” patfent does not
qualify for charity care, the designated hospital employee shall
request from the patient, family member, responsible party or
guardian, as aggropriate,;the patient's or responsible party's
place of employment, income, real property and durable personal
property owned by the patient or responsible party and bank
accounts possessed by the patient or responsible party, along with

% account numbers-and the name and location of the bank.

(5) 1h the case of a patient seeking-outpatient services, the
designated hospital employee shall make the inquiries and obtain
the documentation required pursuant to paragraphs {1) and (2) of
this subsection. If the patient pmvidé_s the - required
documentation, the designated hospital employee is not required
to make further inquiries, but if the patient cannot provide the
required documentation, the designated hospital employee shall
follow the procedures required pursuant to paragraphs (3) and (4)
of this subsection.

d. The provisions of this section shall not apply to a patient
who is investigated by a county adjuster and found to be indigent
by a court of competent jurisdiction pursuant to the provisions of
chapter 4 of Title 30 of the Revised Statutes. A patient so found
shall quahfy for-charity care under rules and regulations adopted
by the commissioner. 4

49, (New section) The Commissioner of Health,. in
consultation with _.the Commissioner of Human Services, shall
designate those hospitals at which an employee from the county
welfare aanLshall be stationed, on either a full or part-time
basis, as appropnate,ﬁ Morm ehmlhtLdetemnatlons for
the Medicaid program pursuant to P.L. 1968 c.413 (C.30:4D-1 et
seq.)”

A designated hospital shall reimburse the county welfare

agency for the nonfederal share of costs associated with the

county welfare agency employee, as. certified by the
Commissioner of Human Services. The Commissioner of Human
Services shall bill the hospital quarterly for the nonfederal share
of costs and reimburse the county welfare agency upon.receipt of
. payment from the hospital.

A hospital shall be fully reimbursed for the nonfederal share of
costs _associated with -a county welfare agency empleyee

~ stationed. at ‘the hospital through the relmbursement rates of the

hospital, as established by the c6mmission.4

410. (New section) The Commissioner of Human Services shall
require that a county welfare auwvxde adecmate employees
to determine Medicaid eligibility to

a.that has been designated by the Commissioner of Health pursuant

to section 9 of P.L.  , c. (C.. 1(now pending before the
Legislature as this bill).

The Commissioner of Human Services shall bill the designated
hospital guarterly for the nonfederal sharemf costs associated™

e e ARtk g
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with a county welfare agency employee stationed at the hospltal
and reimburse the county welfare agency upon recenpt of
payment from the hospital.4

41 1. (New sectxon) a. If, upon the discharge of a patient from

" the hospital, the patient s account has not been paid in full by

the patienl or responsible party ar by health msurance. ar it is
unhkely that the patient's account will be paid in full by the
patient or responsible party or by health msurance, as identified
pursuant to paragraphs (2) and (3) of subsection c. of section 8 of
P.L. ,c. {C. )now pending before the Legislature as this
bill), and the patient or responsihle party is likely to have assets
such as those identified pursuant to paragraph (4)°of subsection ¢.
of section 8 of P.L. _, c. (C. )now pending before ‘the
.._Leglslature as this bill), a hospital shall follow the collection
procedure pursuant to. this section unless the patient's aggregate
outstanding balance is less than $250 or unless and. until the cost
of collecting- the account. exceeds the patient's outstanding
balance.

b. The hospital shall commence the collection précedure }

within two weeks after a patient's discharge from the hospital or
date of service at the hospital.

The collection procedure shall include:

(1) At least three billing statements, each sent at intervals of
no longer than four weeks, shall’ be sent to the patient's or
responsible party's mailing address.*

At least two collection follow-up letters shall follow the three

billing statements. The collection follow-up letters shall be sent
to the patient's or responsible party's mailing address at an
interval of no longer than three weeks. Each collection folow-up
letter shall state the amount due and owing, the collection
history—en~the account and the hospital's"intention to proceed
with legal action if the outstandin&balance is not paid in full or,
in the alternative, the patient or responsible party fails'to_enter
into payment arrangements with the hospital. Each collection
follow-up letter shall request a partial payment. of the
outstanding balance in the patient's account as the minimum
amount due and shall offer to establish & payment schedule for
the_LemamdelLloeeﬂtstandmrbatmmmwa% account
based upon the patient's or responsible party.'s ability to pay.

The letter shall clearly indicate the name of a person for the

patient or responsible party to contact, and a telephome nilmber
for the patient or responsible party to call, in order to arrange
such a payment schedule. -

A-hospital is not required to. comu withothe reqmréments of
sending a third billing statément or two collection follow-up
lettede if mail has twice been réturned to the hospital, and
hospital personnel, - despite reasonable “éfforts, are unable to
determine a new mailing address for the. patient or responsible
arty; , - . o

(2) At least three attempts to reach the patient or responsible

@
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1 p_ty by talephone shall be made_if hospltal personnel have
2 determined a residence or business telephone number for the
3 patient or responsible party. If hospital personnel are not ablg?%
4 hake telephone contact with the patient or responsible party 1
5 aher three attempts, the hospltal shall send a_collection
. ] ,telegram, —m — T - s -
7 {3) Legal action to collect the amount due and owing on the :
8 patient's account shall be taken; and ‘
9 {4) The hosp&-tal shall cequest the department, on behalf of the ]
10 fund, to rquest the Department_of the Treasury to apply or
11 cause ‘to be appli¢ d -the income tax refund or homestead rebate
12 due the WOI‘ responsible party, or both the income tax
13 refund and- homestead rebate, or so_much ef either or both as is
14 necessary to recover the amount due and owing on the patient's"’
15 account, .pursuant to section 1 of P.L.1981, ¢.239 {C.54A:9-8.1),
16 for which purposé the .patient's outstanding balance shall be
17 considered a debt to. the fund and the fund shall be considered an
18 agency of State uemment .
19 C, _Unless the sost of completing the procedure, in part or in - i
i 20 its entirety, exceeds the outstanding balance on a patient's
21 account, a hospital. s'hall'comgete the procedures in. Lragraphs .
22 (1} _and (2) of suhsecnon b. of this section before’ submxttmg ' i
23 appropriate documentatiorrand requesting from the commissioner - '
24 that the hospital be  reimbursed on a delinquent account from the &
25 fund, S |
26 If any payment on a delinquent account is received as a result . Tl .
27 of compliance with the procedures in subsectnon b. of this section
28 and the hospital has already received payment from the fund, the
29 amount of money the hospital is entitled to receive from the fund -
30 shall be adjusted gursuant to procedures established by the ‘
KX | commission. ..
32 d. Thls'“!:'e(mn shall not apply to a patient who: qualifies for - v
33 charity care pursuant to rules and regulations adopted by the ! )
34 commissioner; is found to be indigent by a court of. qompetenf
35 jurisdiction pursuant to the provisions of chapter 4 of Title 30 of
36 the Revised Statutes; or qualifies for care under the federal
37 Hill-Burton program pursuant to 42-1L.S:G. § 29t etseq.—— —  — - T o
38 e. The commissioner shall adopt rules and regulations to
39 effectuate the purposes of this section and section 8 of P.L. - ; ) e —e—— =
40 c. (C.__ )now pending before_ the Legislature as this bill);
41 except t that nothing in this section or section 8 of P.L. , c.
42 (C )J(now pending before the: Legleature as this bill) shall be
= 43 construed_to-prohibit the commissioner from adopting rules and
44 regulations. that -are more stringent than the provisions of this
45  section and secfon 8 of P.L. ,c. (C. 'Hmw pending before
46  the Legislature as this bill).4 '
47 412, ew sectlon)J The department shall annually pmwde . -
48 for an audit of each hospital's uncomggnsated care within a t1me o T
49 frame established by riles and regulatnons adopted by the P
50 COMIMISSioner.
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b. Prior to the department’'s final approval of the-audit, the
results of .the audit shall be reviewed with the hospital. If a
ho‘spital‘disputes-an audit adjustment, the hospital may appeal the
adjustment to the commission. The commission shall resolve the
dispute’ within 90 calendar days of- the date on which the hospital
appealed the adjustment.

c. Upon receipt and acceptance: of tthInal audit, the
commission, within 90 calendar days, shall adjust _a hospital's
schedule of rates so that the rates reflect the-audit adjustment.4

413. (New section) The department shall, for the purpose of
developing patient profiles, require a hospital to report. the
following information about any patient who was served on_an
inpatient basis or on any patient served on_an outpatient basis
with an account balance greater than $125, ‘whose account has
been referred to a collection -agency or for 'Ie@v action pursuant
to paragraph (3) of subsection b. of section 10 of P.L.1989, c.!
(C.26:2H-18.13) or to paragraph (3) of subsection b. of section 11
of P.L. , c. (C. )now pending before the Legislature as this
bill}: the patient's age; sex; marital status; employment status
and if employed, whether the employment is full or part-time;
type of health insurance coverage, and if the patient is a child
under 18 years of age who does not have health insurance
coverage or a married person who does not have health insurance
coverage, whether the child's parent or the mamed person's
spouse, as the case may be, has health insurance coverage.

The hospital shall also include: a copy of any billing information
about the patient's account, at the point of write-off as a bad
debt, which is provided to a collection agency or any other person
for legal action, including whether the amount due and owing
regresentsathe patient or responsible party's faulure to pay a full
hospxtal bill, a partial hospital bill, or an insurance copayment or
deductible.

The hospital shall provide the information to the department on
a quarterly basis, on_a form developed by the department, in
consultation with the New [ersey Hospital Association.4

36 413, (New section) The Department of the Treasurj( shall

37
33
39

40~

41
42
43
44
45
46
47
48
49
50

compile and submit to the Department of Health information

about the income. of persons. whose .income tax_refund or.-.

homiestead rebate was applied to recover thé _amount due and
owilig on a ‘patient's account pursuant to paragraph (4) of
subsection b. of section 10 of P.L.1989, ¢.1 (C.26:2H-18.13For to
paragraph (4) of subsection b. of section 11 of P.L. , c.
{C. )Low ngndmg before the Legislature as this bill).

The information compiled by the department_shall identify the
number of persons whose annual income for 1990 is: below
$10,00 000 between $10,000° and $20,000; between §$20, 001 and
$40,000; between $40,001 and $60;000; betweei $50,001 and

~ $80,000; and greater than $80,000. 4

415. (New_ section) The_State Auditor shall conduct quality
control reviews of the audits of hospital uncompensated care for

Y% .
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1 calendar years 1989 and 1990 that are required pursuant to
2 section 11 of P.L.18869, c.1 (C.26:2H-18.14). The State Auditor
3 shall select a representative sample of hospital audits to
4 complete the reviews, except that each year's review shall ‘
)l 5 include, at a minimum, the audits from the 20 hospitals with the )
6 highest uncompensated care costs in the State. !
7 The State Auditor shall report to the chairmen of the Senate :
8 Institutions, Health and Welfare and General Assembly Health
9 and Humar Services Committees and the Commissioner of Health
10 on the results of the reviews and make any recommendations
11 necessary to improve the system for monitoring compliance with
12 the patient interview and collection procedures required pursuant
13 to this act. o
14 The Department of Health shall promptly provide the State
15  Auditor with a copy of the completed audits of each hospital's
16 uncompensated care for 1989, and the completed audits for 1990,
17 as soon_as they are available, for the purpose of conducting -the
18 reviews. 4
19. 416. (New section) The commission shall adjust a hospital's
20 schedule of rates to ensure that services which are provided to
21 emergency room p;atientS who do not require those services on an
22 emergency basis are_reimbursed at a rate appropriate for primary w i
23 care, according to regulations adopted by the commissioner.
o 24 Nothing in this section shall be construed.to restrict the right of
) 25 the commission to_increase a hospital's schedule of rates for g
26 required emergency services, -except that the increase shall not
27 be solely to offset a reduction in hospital revenue as a result of
28 reduced rates for primary care provided in the emergency room.
29 Nothing in this section shall be construed to permit a hospital
30 to—refuse to provide emergency room -services to a patient who
31" does not require the services on an emergency basis.4 } -
32 417, (New section) Any employer in this State who does not
33 provide health insurance coverage to its employees is required to
34 provide employer assistance and to inform all of its current and
35 prospective employees about the importance of having health
36 insirarnce coverage.— The-employer shall also make a Ld faith
37 effort to assist any employee who wishes to gurchase healt T e —
38 insurance from a health insurance carrier. .-- .
- 39 ~— —For the purposes of this section;-" employer assistance’- means._ _ - ] .
\ . 40 _ the dissemination to all current and prospecCtive employees of : '
41 information obtained from the- department on_health insurance
® 42 - products available in the State for employges and _their
: 43 dependeuts.
44 ‘The department, in .consultation with the Department of
45  %msurance, shall prepare and have ready for dissemination to
46 empiolers mformatlon on health insurance products available in -
47 the State.4
° a8 . 418. (New section) The monies remaining in _the ‘
49 *Uncompensated Caré Reduction--Pilot Program” accoimt of the )
50  New Jersey Unc@impensated.Care Trust Fund established pursuant
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to P.1..1989, c.1 {C.26:2H-18.4 et seq.) on December 31, 1990
shall be used to subsidize or otherwise provide, financial
assistance for a health insurance pilot pro ram_for_small business

employees; except that the monies, and any interest earned - .

thereon, shall remain in the account until such time as a law is

enacted which establishes the health insurance pilot program for

small business_employees and which appropnates the monies in
the account, 4

49, {(New section} A hospital shall not advertlse by any means
the availability of uncompensated.care that is provided at the
hospital pursuant to this act. Nothing in this section shall be
construed to prohibit a hospital from advertising its requirement
to_provide charity care under the federal Hill-Burton program
pursuant to 42 U.S.C. § 291 et seq.?

420. (New_section) A hospital that does not claim any
deduction for bad debt for the purpose of the department's
determination of that hospital's -uncompensated care factor
pursuant to N.J.A.C.8:31B-4.39, is eI’igible for full reimbursement
for charity care, as proyvided pursuant to N.].A.C.8:31B-4.37, for
all_eligible patients regardless of a patient's state of residence;
except that this section shall not apply in the case of a patient
who is not a resident of the United States.*

421. {New sectioh]' a. The cost of advanced life support
services provided pursuant to P.L.1984, c.146 {C.26:2K-7 et seq.)
to medicalLindigent persons _imcurred through a hospital's
provision of advanced life support services shall be compensated
pursuant to_this_act. The commission shall, by regulation,
establish a schedule of reimbursement rates for advanced life

) suppoii services. Reimbursement for mobile intensive care unit

uncompensated care shall only include those uninsured patients
who are classified as charity care pursuant to regulations
promulgated by the commissioner. Reimbursement shall exclude
bad debt, the difference in a contractual allowance, or_any

medical denials for a service.
b. The cost of advanced life support services m‘oVided by the
University of Medicine and Dentistry of New Jersey University

shall be uncompensated care, except that such uncompensated
care shall be exempt from any reimbursement limitations for

uncompensated care  that apply to University Hospital,

Reimbursement for advanced life support services uncompensated
care for Yniversity Hospital shali not be paid from the fundbut
shall be paid through the reunbursement rates of Umverszty
H¥spital as established by the cormission.®

- 422, (New_section) For all periods for which an audit for

reimbursement _ for mcomMsated' -care __through  the
Uncompensated Care Trust Fund established pursuant to
P.L.1989, c.1 (C.26:2H-18.4 et seqg.) shall be conducted, the

Hospital to uninsured patients who are classified as charity care

LR

requirements regarding the determination of _eligibility for

charity care pursuant_to sections 9 and .10 of P.L.1989, c.1
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(C.26:2H-18.12 and 18.13) shall not apply to a patiemt who is

' _investigated by a county adjuster and found te be indigent by a

court of competent jurisdiction pursuant to the provisions of

‘chapter 4 of Title 30 of the Revised Statutes. A patient so_found
shall qualify for charity care. 1 '

423. (New section) a. The commissioner shall establish a pilot

program_to. create a- partnership between urban hospitals with
high uncompensated care_costs and community health centers in

" order to provide primary health care in_the most appropriate

community setting. The commissioner shall select one hospital
with high uncompensated care costs in the northern, central and

'sguthern regions of the State, respectively, to participate i the

program. The commissioner shall establish the program by
September 1, 1991,

b. Each hospital selected to participate in the program shall
establish a formal agreement with a cdminunitlhealth center
located near the hospital, in which the hospital agrees to refer
emergency room patients who are not in need of emergen ;
but require primary care, to the commumty health center for the
needed medical services. The agreement shall stipulate that if
the patient who-is referred to the community health center
cannot afford to pay for the health care services provided at the
center and qualifies for charity care pursuant to requirements

established by the commissioner, the center shall subm_it the bill
to the referring hospital and the hospital shall include_the amount

of the bill in its uncompensated care costs. The hospital shall

reimburse the center for the approved charity care provided:

pursuant _to_ this pilot program. The agreement shall __also

" stipulate that the community health center shall operate at hours

that seflect the needs of the commumty and shall m«ovnde an
emergency confact dunnﬂonqperatmg hours.4 - ;

424. (New section) The commissioner shall report to the
Governor, the presiding officers of the Senate and the General
Assembly, and the chamnan of the Senate.Institutions, Health
and Welfare Committée and the General Assembly Health and
Human Services. Committee, six and 11 months after the

——,————u&mb.

i e ek g s i o

__effective date of thisacton the status of the fund.

a. The commissioner shall include in the first reg report & -

summary of the findings of the 1990 annual audit of each
hosLal s uncompensated care conducted pursuant to section 12
of PL. ,c (C. )(now pending before the Legislature as this
bill).. The summary shall include the percentage of
uncompensaked care for each hospital that is classified as charity
care and as bad debt, respectively. The report.shall also include
a compilation of the ‘%nf'o.rmati‘on' collected pursuant to ._séction 13
of PL. ,c. [C. )@w'pendhgbefbre the Legislature as this

MM% to_section 13

50

of PL. ,c. ({C. }now udmg_before the Leglslature as this
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1 b:llland provided by the Department of the Treasury pursuant to
2 saction 14 of P.L. |, c. (C. J{now Lndmee‘fore the
3 Legislature as this biil).4 -
4 425. (New section) a. There is established in the Department
. 5 ' of Health a special fund to_be known as the "Health Care Cost
6 Reduction Fund."”
7 The monies in the Health Care Cost Reductxon Fund are hereby
8 approxmated for the gurposes and m amounts not to exceed the
9 amounts specified in this subsection: T
10 {1) Local health planning - $3 million per year;
11 {2) DemograLhic study of hospital patients whose accounts are
12 classified as bad debts - $50,000;
13 (3) Primary Care Physician and Dentist Loan Redemption
14 Program - {lehon per year;
15 (4} Provision of funds to community health centers funded
16 under_sections 329 or 330 of the. "Public Health Service Act," (42
""""" 17 mlb—zsmﬁ—wmch ‘have been designated by the Health
18 Resources and Services Administration in the United States
19 Public Health Servxce as_a Federally Qualified Health Center, to
20 enable these centers to expand their hours of operation to
21 evenings and weekends, and to enhance and advertlse' their
22 primary health care services as an alternative to -hosmtal
- 23 emergency rooms - § 10 million per year; -
24 (5) Expansion of eligibility for the Medicaid program fo 185%
25 of the poverty level for pregnant women and_infants up to one.
26 year of age;
27 (61 Establishment of a "HealthStart Plus" program for pregnant
28 women and infants up to age one whose income is between 185%
29 and 300% of the poverty level = $8 million per year; -
30 {7) Establishment of the "Competitive Initiatives Fund" to
31 strengtﬁen relationships between hgspitals and commumty health
32  centers —$6 million per year; and
33 (8) Other reform measures Aestablished by law which are
34 designed to contain the cost of uncompensated care.
35 The department shall maintain a separate account for each of
~ - 36 the reform measures funded by t.he Health Care Cost Reductlon
37  Fund. T
38 b. NotmthstandmLany law - to~ the contﬁrx;mh—hosmtai
39 whose ‘rates are established by the commission msuant to
40 P.L. 1978 c.83 {C.26:2H-1 et al.) shall pay .53% of its approved
41 revenue base for 1991 to the Department of Health for deposit in
42 the Health Care' Cost Reductlon“Fund The hospital shall make
43 monthly payments to the department for a period of 24 months
44 beginning ®n the first month followmg the date of enactment of
45 this act, except that the total amount paid into the Health Care
46 Co‘t‘t Reduction_Fund plus interest shall not exceed $40~million
47 per year. The commissioner shall determine the manner in which
48 . the payments shall be made. : :
43 “¢. 1he commissioner shall report to the Senate lnstxtutmns,

Health and Welface Committee and the Géneral Assembly Health—— -~ -
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and Human Services Committee quarterly on the status of the
Health Care Cost Reduction Fund. The report shall specify the
amount of revenues received by the fmtf-andf%héibqpeeific T e
expenditures made, and proposed to be made, from the fund.4 - - [
428, (New section) The employees, appropriations and other !
moneys, files, books, papers, records, equipment and 'other _'
property of the "New Jersey Uncompensated Care Trust Fund”
and the "Uncompensated Care Trust Fund Advisory Committee,"

-gstablished pursvant to P.L.1986, eZGdf -and-continued pursuant

to P.L.1989, c.1 {C.26:2H-18.4 et seq.)L which law expired on
December 31, 1090, are transferred, pursuant_to the "State
Agency Transfer Act,” P.L.1971, ¢.375 (C.52:14D-1 et seq.) to
the "New ]ersey Health Care Trust Fund” established pursuant to
this act.4

1] 27.4 Secnon’l of P.L.1971, ¢.136 (C.26:2H-1) is amended
to read as follows:

.. 37 __1_Ttis hereby declared to be the public policy of the State - b .

18
19
20
21

that hospital and related health care services of the highest .
quahty, of demonstrated need, effxc:ently provided and properly
utilized at a reasonable cost are of vital concern to the public

health. In order to provide for the protection and promotion of

the health of the inhabitants of the State, promote the findhcial
solveney—of-hespitals—and—similar—healthcare —facilities—and

__Mn_chs_eﬁg, pain, m)ury, defonmty or physical condition, shall

“"whether public of privale, engaged principally in providing

contain the rising cost of health care services, the State ™
Department of Health], which has been designated as the sole !
agency_in this State for comprehensive health planning under the .
"National Health Planning and Resources Development Act of
1974" (Federal Law 93-641), as amended and supplemented,] shall o
have the central, comprehensive responsibility for the
development and administration of the State's policy with
respect to health planmng, hospltal and related health care |
servides and health care facility cost containment programs, and J
all public and private institutions, whether State, county,
municipal, incorporated or not incorporated, serving principally-
as residential health care facilities, nursing or matemity homes ) .
or as facilities for the prevention; diagnosis, or treatment of f

{cf: P.1.1979, C.496, 5.19)

402.) 28.4 Section 2 of P.L.1971, ¢.136 (G.26:2H-2) is amended
to read as follows:

2. The following words or phrases, as used in this att, shall
have the following meanings, uniess the context otherwise

requires:
a. "Health care famhty" means the facility or institution

services - for health maintenanceé organizations, diagnosis of
treatment of human disease, pain, injury, deformity or physical

«

50

condition, including, but not limited to, a general HospltW—*“—
‘hospital, mental hospxtal public health center, diagnostic center, -
ﬁ .
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1 treatment center, rehabilitation center, extended care facility,
2 skilled nursing home, nursing home, intermediate care facility,
3 tuberculosis hospital, chronic disease hospital, maternity hospital,
q outpatient clinic, dispensary, ~homie —health —care agency, -
5 residential health care facility and bioanalytical laboratory
. ] {except as specifically excluded hereunder) or central services
7 facility serving one or more such institutions but excluding
8 institutions that provide healing solely by prayer and excluding
9 such bioanalytical laboratories.as are independently owned and
10 operated, and are not owned, operated, managed or controlled, in
11  whole or in part, directly or indirectly by any one or more-health
12 care-facilities, and the predominant source of business of which is
13 not by contract with health care facilities within the State of
14 New Jersey and which solicit or accept specimens and operate
15 predominantly in interstate commerce.
16 b. "Health care service" means the preadmission, outpatient,
17 inpatient and postdischarge care provided in or by a health care
18 facility, and such other items or services as are necessary for
19 such -care, which are provided by or under the- supervision of-a
20 physician for the purpose of health maintenance organizations,
21 .diagnosis or treatment of human disease, pain, injury, disability,
22 deformity or physical condition, including, but not limited to,
23 nursing service, home care nursing and other paramedical service,
24 ambulance service, service provided by an intern, resident in . .
25 training or physician whose compensation is provided through
26 agreement with a health care facility, laboratory service,
27 medical social service, drugs, biologicals, supplies, apphances, ’ :
28 equipment, bed and board, but excluding services provided by a T
29 physician in his private practice, except as provided in section 7

30 of P.L.1971, c.136 (C.26:2H-7), or by practitioners of healing
31 solely by prayer, and services provided first aid, rescue -and
32-~—~ambulance squads as defined in the "New Jersey Higliway Safety
"33 Act of 1971,” P.L.1971, ¢.351 (C.27:5F~1 et seq.). . e e e
34 c. "Construction” means the erection, building, or substantial
35 acquisition, alteration, reconstruction, improvement, renovation, -
36 extension or modification of a health care facility, including its

38  studies, surveys, designs. plans, working drawings, specifications,
39.  procedures, and other actions necessary thereto. T '“'

40 d. "Board" means the Health Care Administration’ Board
41 - established pursuant to this act.

42 e. "Commission" means the Hospital Rate Settmg Commission .
43 established-pursuant to this act.

44 f. "Government agency” means a department, board, bureau,
45— divistom, —office; agency, pubtic benefit or other corporation, or

b —_

e

46 any other unit, however described, of the State or political
47 subdivision thereof,

48 g. ["Statewide Health Cm@nﬂmg_gmmgjl_vmm&_thg .
- ~ 49 Statewide Health Coordinating —Council—formed — under—th& ——- “«‘ —_

~

50 provisions of Federal Law 93-641, as amended and supplemented.] - "a;
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1 {Deleted by amendment, P.L. .c¢. )
2 h. ["Health Systems Agency” means an officially recognized
3 health systems agency formed under the provisions of Federal
4 Law 93-641 as. amended and supplemented.] [Dgleted by
5 amendment, P.L. c. )
6 1. "Department" means the State Department of Health,
7. . "Commissioner” means the State Commissioner of Health.
8 k. "Preliminary cost base” means that proportion of a
9 hospital's current cost which may reasonably *be required to be
10 reimbursed to a properly utilized hospital for the efficient and
11 effective delivery of appropriate and necessary health care
12 services of. high quality required by such hospital’s mix of
13 patients. The preliminary cost base initially may include costs
14 identified by the commissioner and approved or adjusted by the
15 commission as being in excess of that proportion of.a hospital's
16 current costs identified above, which excess costs shall be
17 eliminated in a timely and reasonable manner prior to
18 certification of the revenue base. The preliminary cost base shall
19 be established in accordance with regulations pr6posed by the
20 commissioner and approved by the board.
21 l. "Certified revenue base" means the preliminary cost base
22 adjusted by the commission, as appropriate and necessary
23 pursuant to regulations proposed by the commissioner and
24  approved by the board, to provide for the financial solvency of a
25 hospital which is properly utilized and-which delivers, effectively
26 and efficiently, appropriate and necessary health care services of
27 a high quality required by its mix of patients.
28 m. "Provider of health care” means an individual (1) who is* a
29 direct provider of health care service in that the individual's
30 primary activity is the provision of health care services to
31 individuals or the administration of health care facilities in-which
32 such care is provided and, when required- by State law, the
33 individual has received professional training in the provision of
34 such services or in such administration and is licensed or certified
35 for such provision or administration; or (2) who is an indirect
36 provider of health care in that the individual (a) holds a fiduciary
37 position with, or has a fiduciary interest in, any entity described
38 in subparagraph b(ii) or subparagraph b{iv); provided, however,
39 __that a member of the governing body of a county or any elected
40 official shall not be deemed to be a provider of health care unless
41 he is a member of the board of trustees of a health care facﬂﬂv
42 or a member of a board, committee or® body with authority
43 similar to that of a board of trustées, or unless he participates in
44 the direct administration of a health care facility; or (b)
45 received, either directly or through his spouse; more than
46 one—tenu‘)\ of his gross annual income for any one .or more of the
47 following;
48 (i} Fees crrothercompensanonfor research»mtvﬁr*mstmctmur =
49 in the provision of health care services;
- 50 __ (ii) Entities engaged in the prov1swn of health care services or
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in pesearch or instruction in the provision of health care services;

{1ii) Producing or supplying drugs or other articles for
individuals or entities for use in the provision of or in research
into or instruction in the provision of health care services;

{iv) Entities engaged in producing drugs or such other articles.

n. "Private long-term health care facility” means a nursing
home, skilled nursing home or intermediate care facility
presently in operation and licensed as such. prior to the adoption
of the 1987 Life Safety Gode by the State Department of Health
in 1972 and which has a maximum 50-bed capacity and which
does not accommodate Medicare or Medicaid patients.

0. "Local-advisory board” means an independent, private
nonprofit corporation which is not a health care facility, a
subsidiary thereof or an affiliated corporation of a health care
facility, that is designated by the Commissioner of Health to
serve as the regional health planning agency for a desngted
region in the State.

p._"State Health Planning Board" means the board established
Lrsuant to section 4[10] 334 of P.L. , ¢ (C. } {now pending
before the Legislature as thxs bxl}] to prepare and review the
State Health Plan and to conduct certificate of need review
activities.
(cf: P.L.1980, ¢.105, s.5)

43.] 29.4 Section 5 of P.L.1978, c.83 [C 26:2H-4, 1) is amended
to read as follows:

5. a. There is hereby established in the State Department of
Health a Hospital Rate Setting Commission which shall consist of

- five members[, three of whom] who shall be appointed by the

Govemnor with the advice and consent of the Senate for terms of
[4] four years. Of the {initiall appointees added pursuant to P.L. ,

c. (C. . ) (pending before the Legislature as this bill), one
shall serve for a term of [2] two years and -one for'a term .of.[3]
{hres years. No member shall be eligible for appointment for

‘moreé than two full consecutive terms. [Twol Three of the. .

members appointed by the Governor shall be consumers of health
care services who are not providers of health- care services, one
shall represent either business or organized labor as a 2 purchaser

_ of health care services and une shall -have experience in hospital
administration or financel, but shall not be -an employee of a
hospitall, [The Commissioners of the State Departments of

Health and Insurance or their designated representatives, who
shall be officials with the rank of deputy or assistant
commissioner, shall serve as éx-officio voting members of the

comnnssmrrf*’fhe*conmnssmu—shaﬂ—ammaﬂy—seiect——a—chm

from among its members. Three members of the commijssion
shall consjjtute a quorum and no action of the commission shall
be taken except upon the affirmative vote” of ‘@ majority of-its—

members.

49.

The [appomted] members of the commxssmnmch—recr

—4&& “eempensahomamwo.oo per day. The commxss:on members shall

- "—"“‘Y&K'M‘—~WT——*‘V —_—




SR 1 s

. $3251 [4R]
19
1 alsoc be entitled to reasonable expenses incurred in the i N
2 performance of their duties. Any such member may be removed ’ :
3 from office by the- Governor, for good cause shown. Any vacancy
4 occurring in the membership of the commission for any cause
5 shall be filled in the same manner as the original appomtment Eut ‘ -
6 fqr the unexpired term only. A member shall otherwise continue i
7 to serve after expiration of his term until a new appointment is
8 made. /
. q The commission shall select an executive secretary and the -
10 commissioner shall provide to the commission such clerical staff,
11 supplies and equipment as may be necessary for it to faithfully -
12 discharge its duties. -
13 The commission shall be established and its members appointed
14 by January 1, 1979. ‘
15 b. The commissioner shall determire the order in which
16 hospitals shall have their preliminary cost base and appropnate
17 schedule: of rates approved by the commission. The commissioner
18 shall propose and the commission approve or adjust the
18 preliminary cost base, and the commission shall approve an
20 appropriate schedule of rates for all hospitals by January 1, N
21 1983. The schedule of rates shall be reasonable and sufficient to
22 provide the revenue requirements of the preliminary cost base
23 and shall be adjusted from time to time, as appropriate, to reach
24 the certified revenue base.
25 The commission shall certify the revenue base, provided the
0 26 conditions described in subsections k. and 1. of section 2 of this .
27 act have been met, and shall perform such other duties as are d
28 specified elsewhere in this act.
29 A hospital shall continue to be reimbursed under the rate .
30 settirig system in effect on the day preceding the effective date ,
n of this act, except as said system is amended by regulatign, until .~ f - B
32 the commission approves the hospital's preliminary cost base. : ‘
33 (cf: P.L.1978, c.83, 5.5)
34 4[4_.)_&‘1 Section 7 of ‘P.L.1971, ¢.136 (C.26:2H-7) is amended
35 to.read as follows: ' ¢
36 7. No health care" facility shall be constructed or expanded, >
37  and no new health care fservices] servicel shall be instituted '
38 _afier the effective date of [this act] P.L.1971, ¢.136 (G.26:2H-1
B — 39 ~ gl seq.) except upon application for and receipt of a certificafe ' T
40  of need as provided by [this act] P.L.1971, c.136 (C.26:2H-1 et :
41  seq.). No agency of the State or of any county or municipal
42 government shall approve any grant of funds for, or issue any
43 license to,.a health care facility which is constructed or
———— 44 ——expanded,—or-which—institutes—a—new healthcare service, in
45 violation of the provisions of 4{this act] P.L.1971, c.136
46 (C.26:2H-1 et seq.). : , e

47 The provnslons of this section shall apply to fany purchase*of
48 maijor moveable equipment whose total cost is over $1 million and
—_— %_ﬂ___m—modemmgndenemea—er-eens%mehma—ﬁmeet—whosh

50 total cost is over $1 nul.hon Il
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a. The initiation of any health care service as pmv:ded in
section 2 of P.L..1971, ¢.136 @ 26:2H-2); 4

b. The initiation by any person of a health care service which is
(he subject of a health mannlnLreMtlon adopted by the
Deutment of Health; . e

. The purchase by any person of major moveable equipment
whoae total cost is over §$1 million;

d. The expenditure by a licensed health care famhty of over §1
million for modemization or renovation of its physical plant, or
for construction of a new heaith care facility; and

e. The modei'nization, renovation or construction of a -facility
by any person, whose total project cost exceeds $1 million, if the
facility-type is the subject of a health planning regglatxon
adopted by the Department of Health,

The commissioner may periodically increase the monetary-

thresholds established in_this section, by regulation, to reflect
inflationary increases in the costs of health care equipment or
construction. , _

For the purposes of this section, "health care service” shall
include any service which is the subject of a health planning
regulation adopted by the Department of Health 1[and any
service or acquisition, incl}:ding a_ service provided by, or
acquisition of, a physician in' the physician's, private practice,
with a total project cost that is greater than $1 million], and
"person” shall include a comamn,iom]gnL associatiorn;
society, firm, partnership and joint stock company, as well as an
individirall,

4A physician who initiates a- health care service which. is the
subject of a health planning regulation or Lhases major
moveable eqmgment pursuant to subsection b, or c. of this
section, may_ applLo the commissioner for a ‘waiver of the
certificate of need reLrement if: -the equipment or health care
service is such an essential, fundamental and mtegral component
of the ghysxcmn s practice specialty, that the physician would be

,unable to practice his specialty according to the acceptable

medical standards of that specialty 'without the health care
service or ecLujgment the phymmanjxll& at_least 75%of his—total -
amount of Eharg@ in_the practice sm:maltLhJch uses the hea_lth
care service or egquipment; -and the health- care service or

equipment is not otherwise available and accessible to patients,

pursuant to standards established by the commissioner, by

regulation. The commissioner shall make a determination about
whether to grant or deny the waiver, within 120 days from_the

=

b4
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—44 date the reguest for the waiver is received by the commissioner

45
46
47
48

and shall so notlthhe physician who requested the waiver. If the

request is demed the- commissioner shall .include in_that

notification the reason for the denial. If the request is denied,
the initiaflon of a health care service or the purchase of. mau

49
50

Moveable equxmnr—shaﬂ—be—sub@et—%e—the—cectﬁwate_ni_nggd

requirements pursuant to this section.
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1 A health maintenance organization which fumishes at least
2 basic _comprehensive care health services on a prepaid basis to
3 enrollees either through providers employed by the health
4 maintenance organization or through-a fmeﬁif’al“m@ - T
5 which contract directly with the health maintenance
B organization,. which initiates a health care sarv'lce, or
. ‘7 modernizes, renovates or constructs a health care facxhty
8 pursuant to subsections a., b., d. or e. of this section . may apply
3 9 to_the commissioner for a waiver of the certificate of need
10 requirement if: the initiation of the health care service or the
11 modernization, renovation er construction is.in the best interests “
12 of State health planning; and the health maintenance organization
13 is in compliance with the provisions of P.L.1973, ¢.337 (C.
14 26:2]-1 et seq.) and complies with the provisions of subsection d.
15 of section 3 of P.L.1973, ¢.337 (C. 26:2]-3) re@din&notification
16 to the commissioner. The commissioner shall make a
17 determination about whether to grant or deny the waiver within
18 45 days from the date the request for the waiver is received by )
19 the commissioner and shall so notify the health maintenance i
20 organization. If the request for a waivef is denied on the basis i
21 that the request would not be in the best interests of State. health !
22 planning, the commissioner shall state in that notification the '
23 reason why the request would not be in the best interests of State ‘
24 health planning. If the request for a waiver is demed -the health
25 maintenance organization's initiation of a health care service or
26 modernization, renovation or construction project shall be subject
27  ‘to the certificate of need requirements pursuant to this section.
28 @<'Th>e _requirement to obtain a certificate of need for major
20 -moveable equipment pursuant to subsection c. of this section
30 shall not apply if a contract to purchase that equipment was )
31 entered into prior to July 1, 1991.4
,._33‘ (cf: P.L.1971, ¢.136, 5.7)
33 4[5.] 31.4 Section 8 of P.L.1971, ¢.136 (C.26:2H-8) is amended
34 to read as follows: ;
35 8. No. certificate of need shall be issued unless the action .
36 proposed in the application-for such certificate is consistent with
37 the health care needs identified in the State Health Plan and the h
38 action is necessary to provide required health care in the area to I
‘397~ “be served, can be-economically accomplished and maintained, will N S
’\ 40 " not have an adverse economic or financial impact on the delivery
41 of health care services in the region<or Statewide, and will
° 42 contribute to the orderly development of adequate and effective -
43 health care services. In 'making such determinations there shall
S [ 44 - be taken into consideration (a) the availability of facilities or
45 services which may serve as alternatives or substitutes, '(b)- the
46  theed for special equipment and services in the area, {c) the
47 possible econpmies and improvement in services to. be anticipated
o 48 from the operation of ioint central services, (d) the adequacy of
49 financial resources and sources of present and future revenues,
y = 50 (e} the availability of sufficient manpower in the several
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professional disciplines, and (f} such other factors as may be
established by regulation. [The commissioner shall cause
appropriate surveys and studies to be made concering the need
for health care facilities and keep current records and statistics

. thereon by designated areas or regions of the State.]

In the case of an application by a health care facility
astablished or operated by any recognized religious body or
denomination the needs of the members of such religious body or
denomination for care and treatment in accordance with their
religious or ethical convictions may be considered to be public
need.

(cf: P.L.1971, ¢.138, s.1)

4[6.] 32.4 Section 9 of P.L.1971, ¢.136 (C.26:2H-9) is amended
to read as follows:

9, Certificates of need shall be issued by the commissioner in
accordance with the provisions of [this:act]l P.L.1971, ¢.136
(C.26:2H-1 et seq.) and the State Health Plan and based upon
criteria and standards therefor promulgated by the
commissiener. [The commissioner shall establish minimum
requirements and maximum‘ needs for health care facilities in
each area or region of the State, taking into consideration the
recommendations of the health ‘systems agencies and the
Statewide Health Coordinating Council.

No such certificate shall be denied without the approval of the
board and prior to the determination® by thé board, the applicant
shall have been granted opportunity for hearing and the
commissioner or his designee shall have fumished the board in
writing his recommendations and reasons therefor; and no] The

- commissioner may approve or deny an application: for a

certificate of need if the approval or denial is consistent with the
__State Health Plan... if an application is denied, the applicant may

apgal the decision to the board. No decision shall be made by
the commissioner contrary to the recommendations of the
[Statewide Health Coordinating Council or the Health Systems
Agency] State Health Planning Board or the local advisory board
concerning a certificate of need application or any other matter,
unless the [council and the Health Systems-Agency) State Health
Planning “Board —and the applicant—shall—havebeen—granted- _
opportunity for hearing. Requests for a fair hearing shall be. -
made to the Department of Health within 30: days of receipt of
notification of the commissioner's action. The department. shall
arrange within 60 days of a request, for fair hearings on all such
cases and after 'such hearing the commissioner or his designee
shall furmsh the board, the [council, the Health Systems Agency]
State’ Health Planning Board and the applicant in writing the
_hearjng examiner's recommendations and reasons- therefor. The

T

48
49
50.

board thhm 30 days of receiving all appropriate hearing records
or, in the absence of a request for a hearing within 30 days of
receiving the denial recommendations of the comrmssmner. shall
makp its determination,
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1For the three-year period beginning |anuary 1, 1992 through
December 31, 1994, the commissioner shall limit approval of .
certificates of need for capital construction projects for hospitals
that would be financed by the New Jersey Health Care Facilities
Financing Authority pursuant to P.L.1972, c¢.29 [(C.26:3i-1 et
seq.}; to a Statewide total of 4[$275] $225% million per year for
all projects, exclusive of the refinancing of approved projects.1

\4F‘or the purposes of this section, capital construction project
shall include the purchase of any major moveable equipment as
well as any modemization, construction, or renovation project.*
11 If the commissioner inténds to approve or deny an application
12 for a_certificate of need contrary to the State Health Plan, the
13 commissioner shall submit to the board the entire record of _the
14 application, including the recommendations of the local advisory
15  board and the State Health Planning Board and the
16 commissioner's sgemflc reasons for his intention to act contrary
17 to the State Health Plan. 1[The board is authorized to make the ;
18 final decision reggfding the application.]! If the board agrees ;
19 with the commissioner, it shall 1request the commxssxoner to_hold ]
20 the affected application and! direct the State Health Planmng !
21 Board to amend the State Health Plan to reflect its |
22 determination. 1Upon the effective date of the amendment to l
23 the State Health Plan, the commissioner_shall reconsider the S
24 application.1
25 {cf: P.L.1978, c.83, s.6)
26 433, (New section) ‘There is established in the Department of
27 Health a State Health Planning Board. The members of the board
28  shall include: the Commissioners of Health and Human Services,
29 or their designees, who shall serveé as ex offibioL' nohvoting )
30 members; the chairmen of the Health Care Administration Board,
31 the Hospital Rate Setting Commission and the Public Health
32 Council, or their designees,, who shall serve as ex officio
33 members; one.representative from each of the local advisory f
3¢  boards; and five public inembers appointed by the Governer with ‘
35 the- advice and consent of the Senate, three of whom are
36 consumers of health care services who are neither providers of
37 health care services or Qer'sons'with a fiduciary interest in a
38 _ health care service.

© 0N OO B WA -
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o
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39 Of the public members first appointed, ~tWo_shaiﬂl*serwrffn’ o ——

40  term of two years, two shall serve for a term of three years and
41 -one shall serve for a term of four years. Following the expiration
42 of the orxgmal terms, the public members shall serve\for a term
43 of four years and are eligible for reappointment. Any vacancy

44 shall be filled in the same rhanner as the original appointment,

45 for the unexpired term. Public members shall continue to serve

46 until _their successors are appointed, The public members shall

47 serve without compensation but may be reimbursed for .
48 reasonable expenses incurred in the performance of their duties,

49 within the limits of funds available to the board.

; 1 1 PO - I
50 —a—A-member-or-employee-of -the-State Health Planming Board NS
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shall not, by reason of his performance of any duty, function or
activity required of, or authorized to be undertagken by. the board,
be held civilly or griminally liable if that person acted within the
scope of his duty, function or activity as a member or employee
of the board, without gross negligence or malick toward any

person affected therehy. ‘
b. A member of the State Health Planning Board shall not vote

. .on any matter before the board concerning an individual or entity

2

with which the member h&,if'withm the last 12 months has had,

any substantial ownership, employment, medical staff, fiduciary,

contractual, creditor or consultative relationship. A member who
has or has had such a relationship with an individual or entity
involved in_any matter before the board shall make a written

- disclosure of the relatlonshxp before any action_is taken by the

board with respect to the matter and shall make_the relationship

public in any meeting in whxch action on the matter is to be .

taken.4
T 4ga, {New section) a. The State Health Planning Board shall

prepare_and revise annually, a State Health Plan. The State
Health Plan shall identify the unmet_health care needs in an area
by service and location and it shall serve as the basis upon which
all certificate of need applications shall be approved. The plan
shall be effective beginning [anuary 1, 1992. '

The State Health ~ Planning Board . shall _consider the -

recon}mend_ations of the local advisory boards in preparing and
revising the plan to incorporate specific regional and ‘geographic
considerations of access to, and delivery of, | health care services
at a reasonable cost. The State Health PlananBoard shall
incorporate the recommeridations of the local advisory boards
into the plan unless the recommendations are in conflict with the
best interests of Statewide health planmng

For each unmet health care service identified in the plan, the

———— SLMMM;_@@MM time for which.a certificate of

- 34

35
36
37
38
- .38
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42
43
4
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46
47
48
49

50

40 -

need for that service shall be valid.
The plan shall be “adopted by the Commissioner of Health
pursuant to the "Adnumstratlve Procedure Act," P.L.1968, c.410

(C.52:14B-1 et seq.), subject to the approval of the Health Care .

Administration Board.

b. The State Health Planning Board shall review agghcatlons

fossen w—m —

for cerufxcates of need and make recommendations o the

Commissioner _of Health in accordance with the State Health
Plan.4 -

435, (New section) There is established a program te provide
local health planning on a Statewide basis in a minimum of five
specific_geographic regions to be designated by _ the Governor, in
consultation with the Commissioner of Health Each region shall,
to_the extent posmblemelude sufficient resources to_provide a
comuhenswe range of health care facilities and services and
‘the dem@atlon of ‘each .region shall take into account the

compatibility of social, économic, transportation and geographic




.

§3251 [4R]} (

25
1 characteristics.
2 a. Local health planning in each region shall be conducted by a
3 local advisory board approved by the Commissioner of Health.
4 which shall be organized as-a nonprofit corporation.. .. .. . . . ) e
5 The commissioner. shall establish require'ments for the .
6 composition of the governing body of each corporation and shall - i
) 7 specify, under the terms of an agreement with the corporation l

8 for the awarding of a grant pursuant to this section,v thos_e |

: 9 functions which_the board, at_a minimum, shall perform. The |
10 commissioner shall award to each‘cdr@ation a grant of such °
11 menies as shall be determined by the commissioner.

- 12 The membershxp of the governing body of the corporation
13 approved as a local advisory board shall be copposed of
14 consumners and providers of health care who reside or have their
15 principal place of business within the geographic region
16 designated by the commissioner, except that no less than 51% but
17 no_more than. 60% of the members shall be Lrsons who are not !
18 providers of health care.

19 b. The logal advisory board shall conduct local health planning
_— ———»»———ﬁ'.lo—hHw—deSLg@md_mwanke_mcnumndatxom at least ) -
21 annually to the State Health Planning Board for incorporation ‘
22 into the State Health Plan. The local advisory board shall also
23 review certificate of need apghcatlons for any proposed project
24 in its region and make recommendations to the Commissioner of
25 Health in accordance with the State Health Plan.
26 c. A member of the governing body or employee ‘of the
27 corporation shall not, by reason of his performance of any duty,
28 function or activity réquired of, or authorized to be undertaken
29 by the corporation, be held civilly or criminally liable if that
30 person acted within the scope -of his duty, function or activity as L
—— 3 a_member of the govemin&bodLr employee of the corporation |
32 and_without gross negligence or. mahce toward any persoh A )
o ,afiecied_tbax:eh&r . —— —- e
34 A corporation shall not, by reason of the performance of any .
35 duty, function or activity required of, wor authorized to_be
36 undertaken by the corporation, be heidmtﬁy—er—eammaﬂy_bahle‘ﬁ__i*AK
37 if the member of the governing body or the employee of the
38 . corporation who acted on_behalf of the corporation in the
. 39  performance of that duty, function, or activity acted within the
——— —  —— 49— seeope—of his—duty, function-or -activity as a member—of the
41 Mmmw body or employee of the corporatmnbexercxsed due
42 care and acted without gross negligence or malice toward any .
43 person affected thereby.4 : \ :
44 g 47} 36.4 Section:>10 of P.L.1971,! c136 (C.26:2H~ 10) is
45  amended to read as follows: :
46 10.. Application for a certificate of need shall be made to the B
47 department and shall be in such fapm and contain such . .
48 information as the department may prescmbe The department .
49 : shall charge a nonreturnable fee l{of not more than $1,000.0011
50 for the filing of an application for a certificate of need [as it
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1 shall from time to time fix-in rules or -regulations.]. The
2 minimum fee for the filing of an application shall be $5,000. For
i a project ‘whose total cost is greater than $1 million but less than
4 $10 million, the fee shall be $5,000 plus—05% of the total project .
5 cost, and for a project whose total cost is $10 million or more, “
6 the fee shall be $5,000 plus 1.0% of the total project cost! 4,
7 except that, the maximum fee for the filing of an application
8 shall be $100,0004. Upon receipt of an application, copies .
9 thereof shall be referred by the department to the appropriate ) .
10 (planning agencies or council] local advisory board and the State
11 Health Planning Board for.review.
12 These appropriate [agencies and council] boards shall provide
13 adequate mechanisms for full consideration of each application
14 submitted to them and.for developing recommendations thereon. -
15 Such recommendations, whether favorable or unfavorable, shall
16 be forwarded to the commissioner within 90 days of the date of
17 referral of the application. A copy of the recommendations made
18 shall be forwarded to the applicant.
19 Recommendations concerning certificates of need shall be
20 governed. and based upon the principles and considerations set -
21 forth in section & [hereof] of P.L.1971, ¢.136 {C.26:2H-8).
22 No member, officer or employee of any planning body shall be -
23 subject to civil action in any court as the result of any act done
24 or failure to act, or of any statement made- or opinion given,
25 while discharging his duties under this act as such member,
26 officer, or employee, provided he acted in good faith with
- 27 reasonable care and upon proper cause.
28 (cf: P.L.1978, c.83, s.7) -
29 437. (New section) a. Notwithstanding the provisions of section
—— 30 10 of P.L.1971, ¢.136 (C.26:2H-10) .to the contrary: '
~ 31 (1) If at least 25% of the quorum of voting members_at ‘a
32 meeting of a local advxsorLboard votes affirmatively to _approve
T T "ﬁ%mm&eaﬁlk&neeiagmdggaidles&omm:—thﬂeeal —
34 adv1sory board's recommendation is to approve or deny the
o 35 apghcatlon. the application shall he forwarded to the State
—_— 36— alth—Planning Board' for its review of the application.-If the - -
37 apghcatlon does not receive the required minimun number of
38 affirmative votes, the apghcatmn shall not be submxtted to the .
) . 39 State Health Planning Board or_the Commissionerof Health for — =
‘_\#' ) 40  their reviews, respectively. -
" q1 (2) If at least 25% of the quorum of voting memhers "a-t a
° 42 meeting of the State Health Planning Board votes affirmatively
- 43 to- approve a certificate of need apghcationgreiardless of
44 whether the State HealtH Planning Board's recommendation i is to .
45 approve or deny the application, the application shall be '
46 forwarded to the Commissioner of Health for his review of the R
47 application. ‘If the application does not receive the required
- B 48 minimum number of affirmative votes, the agghcatlon shall not
. ' .49 be submitted to the commissioner for his review. ®
NG, 50 b. If an application which is consnstent with the State Health
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Plan does not receive the required minimum number of
affirmative votes by either a lacal advisory board or ‘the State
Health Planning Board, respectively, the applicant may request-a
fair hearing to permit the application to move to the next level
for review. The request for a fair hearing shall be ade=o- the
Commissioner of Health within 30 days of the vote buhe local
advisory board or State Heaith Planning Board, as applicable.
The fair hearing shall be_held within 60 days of the request. If
the hearing examiner determines that the application should be
reviewed by the next level for review, the applicant shall be so
' notified and the State Health Planning. Board or the
12 commissioner, as applicable, shall review the application in the
13 manner provided pursuant to section 10 of P.L.1971, 'c.136

14 (C.26:2H-10).% )

O N b WK -
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15 48.] 38.4 Section 12 of P.L.1971, c.136 (C.26:2H-12) is
16 amended to read as follows:
17 12. a. No health care facility shall be operated unless it shall:

18 (1) possess a valid license issued pursuant to this act, which
19 license shall specify the kind or kinds of health care services the

20 facility is authorized to provide; (2) establish and maintain a
21 uniform system of cost accounting approved by the commissioner;
22 (3) establish and maintain a uniform system of reports and audits
23 meeting the requirements of the commissioner;’ (4) prepare and®« — g«-
24 review annually a long range plan for the provision of health care

25 services, which plan shall be compatible with the State Health
26 Plan [established pursuant to the "National Health Planning and
27 Resources Development Act of 1974" (Federal Law 93-641)] as
28 related to medical health services, health care services, and
29 health manpower; and (5) establish and maintain a centralized,
30 coordinated system of discharge planning which assures every
31  patient a planned program of continuing care and which meets.,
32 the requirements of the commissioner which requirements shall,
33 where feasible, equal or exceed these standards and-regulations -
34 established by the Federal Government for all federally-funded
35 health care facilities but shall not require any person who is not
36 in receipt of State or Federal assistance to be discharged agamst
37 his will. - U S
- -—38 — b (1) a) Apphcanon for a license for ahmmmxe:facﬂﬁgcsha}kﬁ— -
39 be made upon forms prescribed by the department. The
40 department shall charge ‘such nonrefundable fees for the filing of
41 an application for a license and any renewal thereof, as it shall
42 from time to time fix in rules or regulations; provided, however,
43 that no such fee shall exceed $2,000.00. The application shall
44  corfain the name of the health care facility, the kind or kinds of
45 health care service to be provided, the location and physical
——— 46— —description—of -the—institution;—and-such-other informationas the
47 department may require. (2) A license shall be issued by the
48 department upon its findings that the premises, equipment,
49 personnel, including principals and management, finances, rules
50 and- bylaws, and standards of health care service are fit and

[
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adequate and there is reasonable assurance the Jealth care
facility will be operated in the manner reqmred by this act and
rules and regulations thereunder.

c. A license lssued before the effective date of this act to a
health care facnhty for its operatlon, upon the first “renewal date
thereafter, may be extended for a 1 year period of time, provided
the facility then meets the requirements for licensure -at the time
said license was issuad and submits an acceptable plan to meet
current requirements at the end of said period of time.

d. The commissioner may amend a fécilith. license to reduce
that facility's licensed bed capacity to reflect actual utilization
at_the facility if the commissioner determines that {one] 104 or
more licensed beds in the health care- famht}Lhave not been used
for at least the last two succeeding years 41, except that, the
provisions of this subsection shall not apply in those cases in
which a hcensed bed has not" been used for at least the last two
succeedmg years in order to comply with a patxent 5 _or
resident ‘s request to reduce the number of beds in that patient's
or resident's room at the facility during the time the patient or
resident occupies the room!1]%, For the. purposes of this
subsection, the commissioner may retroactively review
utilization at a facility for a two year period beginning on 4(July
1, 1989] January 1, 19904,

(cf: P.L.1978, c.83, s.8)
439, (New sectxonLa If a hospidal enters into a contract or

any other form of agreement with a health- care benefits

" provider, insutance plan or any other third party to charge a

discounted or reduced rate for health care services rendered at

the hospital for that ’pmvi,der’s, insurance plan's or third pa'rtjj'

subscribers, enrollees, members or beneficiaries, as the case may
be, the hospital shall notify the  Hospital Rate Setting
~ Commission in-_writing within_30 daL of the date that the
contract or agreement is er entered into. -
A hospltal shall not be entitled to recover through its schedule

_of rates the loss in revenue incurred by the hospital as a result of

" the discounted or reduced rate. ‘
b. Upon request of the commission and in a manner specified

by the commission; the hespital shall provide the commission with
** information about the number .of patiénts whose rates- were

discounted or reduced and the loss in revenue incurred by the
hosgtal as a result of the contract or agreement.4
49.) 40.% Section 11 of P.L.1978, c.83 (C.26:2H-18.1) is

amended to read as follows
Y 11. a. The commxssnon shall make the determmatlons and hear

appeals provided for in this act in a timely manner pursuant to
regulations proposed by the commissioner and approved by the
board. Such -regulations shall be presented to the Standing

Legislative Committees on Institutions, Health and Welfare for

final approval within 1 year following establishment of the

commission pursuant to the provisions “of this act, and shall 7




\
I
g

)
J

J

L O N U B WS -

L L LW NN NN DN DN DN NN DN S o g

N
Db B B B W W W L W W
B W N - O WO

S3251 [aR]
29

remain in effect in the form proposed by the commissioner and
approved by the board until the provisions of such regulations are
enacted into law as amendments to this act. Such“regulations
shall require that in the event the commission does not perform
its duties within the time period specified therein the commission
may permit a hospital to make a temporary Teasonable change-in
rates which shall be effective immediately, when it deems it in
the public interest to do so. Notwithstanding such temporary
change in rates, the review procedure set forth in this section
shall be conducted by the commission as soon thereafter as is
possible.

b. Pursuant to regulations proposed by the commissioner and
approved by the board, the commissioner shall propose and the
commission shall make automatic periodic ‘adjustments to .each
preliminary cost base or certified revenue base for changes in
economic factors reasonably calculated to provide for the effects
of general economic inflation or deflation; for industrywide
changes in the efficiency of delivering health care services; and
for each hospital's actual changes in volume and case-mix, which
are necessary and appropriate. The commission shall approve an
appropriate change in the schedule of rates to reflect these
adjustments.

c. Pursuant to regulauons proposed by the commissioner and
approved by the board, the commission shall consider adjustments
to the certified revenue bases and schegules of rates, provided
such adjustments: (1) result from changes in statutes [and] or
regulations affecting the delivery of health care; and (2) may
affect one or more hospitals. Such adjustments shall take into
account the effectiveness and efficiency of the health care
delivery system as a whole. Where appropriate the commission

may sit en banc and hold public hearings in order to ob_tam the

_evidence required to support its conclusions and deterrninations.
"In the case of such hearings the commission shall-provide actual
notice to the affected planning and licensing authorities and
hospltals and to the commxsslonerand the Public. Advogate. --—— —

~d.” Pursuant to regulatlons proposed by the commissioner and
approved by the board, all [other] changes in [the commission's
determinations] a hospital's preliminary cost base or certified
revenue base and schedule of rates other than those provided for
in subsectlons b. and c. of this section, shall-require a review by
the commission in a public hearing of the entire preliminary cost
base or certified revenue base and schedule of rates.
Determinations of the commission may be appealed by hospitals,
the commissioner, the Public Advocate,

affected planning, .

(9 I N N T
(=N~ I - RN )

"(C.52:14B-1 et seq.).

hcensmg ‘or inspection agencies and payors, and other affected
parties, and shall be conducted as contested proceedings under
the Administrative [Procedures] Procedure Act, P.L.1968, c.410
During the pendency of any appeal, the
schedule of rates- approved by the commission pursuant to
[sections 5 and 10 of this act] section 5 of -P.L.1978, c.83

h'_
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(C.26:2H-4. 1) and section 18 of P.L.1971, ¢.136 (C.26:2H-18)
shall remain in effect. ’

In all appeals, the burden of proof shall be on the pefttioner.
All determinations rendered hereunder shall be consistent with
regulations and shall set forth_in detail the commission's

vreasohing and conclusions regarding the parties and -
considerations specified in this act.

{cf: P.L.1978, .83, s.11)
4{10. (New section) There is established in the Department of .
1 Health a State Health Planning Board. The members of the board
11 shall include: the Commissioners of Health and Human Services,
12 .or their designees, who shall serve as ex officio, nonvoting
13 members; the chairmen of the Health Care Administration Board,
14 the Hospital Rate Setting Commission and the Public Health
15 Council, or their designees, who shall serve as ex officio
16 members; one representative from each of the local advisory
17 boards; and five public members appointed by the Governor with
18 the advice and consent of the Senate, three of whom are
19 consumers of health care services who are neither providers of
20 health care services. or persons with a fiduciary interest in a
21 health care service.
22 - Of the public members first appointed, two shall serve for a
- T T 2¥  term of WO years, two shallserve for a tenm of three years and
24 one shall serve for,a term of four years. Followmg the expiration
25 . aof the original terms, the public. mambers shall serve for a term
26 of four years and are eligible for reappointment. Any vacancy 3
27 shall be filled in the same manner as the original appointment,
28 for the unexpired term. Public members shall continue to serve
29 until their successors are appointed. The public members shall

30 serve without ‘compensation but may be reimbursed for )

© @ N O o LR e

o

3 reasonable expenses incurred in the perfonnan_ce qf their duties,
——” 32 within the limits of funds available to the board. .
o 33 ‘a. A member or employee of the State Health Planmng Board

34 shall not, by reason of his performance of any duty, function or

35 activity required of, or authorized to be undertaken by the board,

36 be held civilly or criminally liable if that person acted within the

37 scope of his duty, function or activity as a member or employee "

38  of the board, without gross negligence or malice toward any

39 person affected thereby.

10 b. A member of the State Health Planning Board shall not vote

41 on any matter before the board concerning an lndxvxdual or entity

42 with which the member has, o or within the last 12 months has had,

43 any substantial ownership, employment, medical staff, fiduciary,
——*ﬁﬁmmmmmm—“—

45 ,pas ‘or has had such a relationship with an mdlwduaI or entity

46 involved in any matter before the board - shall make a written

47 - disclosure of the relationship before any actiof .is taken by the

48 board with respect to the matter and shall make the relationship

49 publi?.’?m any meeting. in which actxon on the matter is to be

_ 50 taken.]4 , -
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-4[11. (New_section) .a. The State Health Pfanning Board shall
" prepare and revise annually, “a State Health Plan. The State

Health Plan shall identify the unmet health care needs in an area
by service and location and it shall serve as the basis ufforrwhich

all certificate of need applications shall be approved. The plan'

shall be effective beginning January 1, 1992.

" The State Health Planning Board shall consider the
recommendations of the local advisory boards in preparing and
revising the plan to incorporate specific regional and geographic
considerations of access to, and delivery of, health care services
lat a reasonable cost!. The State Health Planning Board shall
incorporate thé recommendations of the local advisory boards
into the plan unless the recommendations are in conflict with the
best interests of Statewide health planning.

1{The plan shall establish an annual limit for major capital
construction projects that would be authorized to be financed by
the New Jersey Health Care Facilities Financing Authority
pursuant to P.L.1972, c.29 (C.26:2I-1 et seq.),except that for the
five-year period beginning January 1, 1992 through December 31,
1996, the annual limit shall be $200 million.]1

For each unmet health care service identified in the plan, the
plan shail specify the period of time for which a certificate of
need for that service shall be valid.

The plan shall be adopted by the Commissioner of Health
pursuant to the "Administrative Procedure Act,” P.L.1968, c.410
(C.52:14B-1 et seq) sub}ect to the approval of the Health Care
Administration Board.

b. The State Health Planning Board shall review applications

for certificates of need and make recommendations to the

Commissioner of Health in accerdance with the State Health

Plan.}4 S ) )

4012, (New section) There is establjs'hed é progra'm to provide
specnflc geographic regions to be ﬁésxgnated by the Govemor. in_
consultation with the Commissioner of Health. Each region shall,
to the extent possible, include sufficient resources to provide a
comprehensive rarige of health care facilities and services and

the. désignation of -each region “shalk take “into accourit the -

compatibility of social, economic, transportation and geographic
characteristics.

a. Local health planning in each region shall be conducted by a

local ‘advisory board approved by the Commissioner of Health,
which shall be organized as a nonprofit corporation.

45  composition_of the_gaverning

46
47
48
49
50

The commissioner shall establish requ.lrements for the

4specify, under the terms of an agreement with the corporatmn
for the awarding of a grant pursuant to this section, .those

functions which the board, at a minimum, shall perform. The

commissioner shall award to each corporation a grant of such
monies as shall be determined by the commissioner.

o
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—The—membership -of--thegovemning hody of the corporation
approved as a local advisory board shall be composed of
consumers and providers of health care who reside or have their

principal place of business within the geographic region

designated by the commissioner, except that no less than 51% but

no more than 60%. of the members shall be persons who are not

providers of health care.
b. The local advisory board shall conduct local health planning
for its designated region and make. recommendations at least

annually to the State Health Plénning Board for incorporation

into the State Health Plan. The local advisory board shall also

review certificate of need applications for any proposed project.

in its region and make recommendations to the Commxssloner of
Health in accordance with the State Health Plan.

c. A member of the governing ~body—or—employee of the
corporation shall not, by reason of his performance of any duty,

function or activity required of, or authorized to be undertaken

by the corporation, be held civilly or criminally liable if that
person acted within the scope of his duty, function or activity as
a member of the governing body or employee of the corporation
and without gross negligence or malice toward any person
affected thereby. i _ )

-A corporation shall not, by reason of the performance of any
duty, function or -activity required of, or authorized to be
undertaken by the corporation, be held civilly or criminally liable

if the member of the goverming body or the employee of the-

corporation who acted on behalf of the corporation in the
performance of that duty, function, or activity acted within the
scope of his ‘duty, function or activity as a member of the
governing body or employee of the corporation, exercised due
care and acted without gross negligence, or malice toward any
person affected thereby.]d '
4113, (New section) a. Notwithstanding the provisions® of

section 10 of P.1..1971, ¢.136 (C.26:2H-10) to the contrary:

{1) If at least 25%.of the quorum of voting members at a -

meeting of a local advisory board votes affirmatively to approve

a certificate-of need application, regardless of whether the local’
advisory board's recommendation is to approve or deny the ~
application, the application shall be forwarded to the State

Health Planning Board for its review of the <dpplication. If the
application does not receive the requifed minimum number of
affirmative votes, the application shall not be submitted to the

. State Health Planning Board or the Comrmssmner of Health for

their rewewero@s_pectlvelJL
(2)_If at least 25% of the quorum_of voting members at a

meeting of the%ta%e—ﬂe&}th Planning Board votes affirmatively
to_approve a certificate . of need apphcatlon, regardless of

whether the State Health Planmng Board s recommendatmn is to
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application, If the application does not receive the required

_minimum number of affirmative votes, the application shali not

be submitted to the commissioner for his review. <« «

b.. If an application which is consistent with the State Health
Plan does not recelve the requu‘ed minimum nurhber-_of
affinnative votes by either a local advisory board or the State
Health Planning Board, respectively, the applicant maLequest a
fair hearmLo permit the apphcatxon to move to the next .level
for review. The request for a fair hearing shall be made to the
Commissioner of Health .within 30 days’ of the vote by the local
advisory board or State Health leLmam,is‘ applicable.
The fair hearing shall be held within 60 days of the request. If
the hearing examiner_determines that the.application should be
reviewed by the next level for review, the applicant shall_be so
notified _and the State Health .Planning Board or _the
commissioner, as applicable, shall review_ the application .in the
manner provided pursuant to section 10 of P.L.1971, ¢.136
(C.26:2H-10).1}4 ' ‘

1[13.] 414.1) 41.4 Section 3 of P.L.1968, c.413 (C.30:4D-3) is
amended to read as follows:

3. Definitions. As used in this act, and unless the context
otherwise requires:

d. "Applicant" means any person who has made application for
purposes of -becoming a "qualified applicant.”

b. "Commissioner” means the Commissioner of the
Department of Human Services. —— =

c. "Department” means the Department of Human Services,
which is herein designated as the single State agency to
administer the provisions of this act.

d. "Director" means the Director of the Division of Medlcal
Assistance and Health Services.

e, "Division" means the-Divisien of Medical Assrstance and

Health Services.
f. "Medicaid” means the New ]ersey Medical Assistance and .

Health Services Program,

g "Medical assistance”’~ means payments on behalf of

rec1p1ents to provxders for medical-care-and-seevices-authorized

under this act. -
h, "Provider” means any person, public or private institution,
agency or business concem approved by the division lawfully

" providing medical care, services, goods and supplies authorized’

under this act, holding, where applicable, a current valid license
to provide such services or to dispense such goods or supplies.

i. ."Qualified applicant” means a person who is a resident of
this State and is determined to need medical care and services-as

‘provided under this act, and who:

(1) Is a recipient of Aid to Families with Dependent Chxldren.
(2) Is a recipient of Supplemental Security Income for the
Aged, Blmd and Disabled under Title XVI of the Social Security

50
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{3) Is an “ineligible spause” of a recipient of Supplemental
Security Income for the Aged, Blind and Disabled under Title XVI
of the Social Security Act, as defined by the fedgral Social
Security Administration; .

{4) Would be eligible to receive public assistance undgr a
categorical assistance program except for failure to meef an
eligibility condition or requirement imposed under such State
program which is prohibited under Title XIX of the federal “Social
Security Act such as a durational residency requirement, relative

responsibility. consent to i mposifion of a lien;

(5) Is a child between 18 and 21 years of ;g: who would be'

eligible for Aid to Families with Dependent Children, living in the
family group except for lack of school attendance or pursuit of

formalized vocational or technical training;

(6) Ts ar individual under 21 years of age who qualifies for
categorical assistance on the basis of financial eligibility, but
does not qualify as a dependent child under the State's program
of Aid to Families with Dependent Children (AFDC), or groups of
such individuals, including but not limited to, children in foster
placement under supervision of the Division of Youth and Family
Services whose maintenance is being paid in whole or in part from
public funds, children placed in a foster home or institution by a
private adoption agency in New Jersey or children. in
intermediate care facilities, including institutions for the
mentally retarded, or. in psychiatric kospitals;

(7) Meets the standard of need applicable to his c1rcumstances
under a categorical assistance program or Supplemental Security:
Income program, but is not receiving such assistance and applies
for medical assistanice only.

1[A person shall not be considered a qualified applicant 1f
within 24 months of becoming or making application to become a
qualified applicant, he has made a voluntary assignment or
.transfer of real or personal property, or any interest or estate in
property, for less than adequate. consideration. Such voluntary

“made for the purpose of becoming a qualified applicant in the

aSSlgnment or transfer of property shall be deemed to have been _

absence of evidence to-the contrary-supplied-by—the—applicant— - .

This requirement shall not be applicable to Supplemental Secunty
Income applicants or aged, blind or disabled applicants for
Medicaid only unless ‘authorized by federal law. Implementation
of this requirement shall conform with the provisions of section

"132 of Pub.L. 97-248 (42 U.S.C.§ 1396 p. (c));11

(8) Is determined to be medically needy and meets all the
ehgﬂnhty requirements described below:

(a)  The following individuals are- eligible for services, if they
areﬂetermmed to be medically needy: -

(i) Pregnant women;

(ii) Dependent children under the age of 21;

49 Ty mmvxdu—airwmmsyemufagmd-otder—md——

50

(1v) Individuals who are blmd or disabled pursuant to either 42

§
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C.F.R. 435.530 et seq. or 42 C.F.R. 435.540 et seq., respectively.

{b) The following income standard shall be used to determine
medically needy eligibility: s

(i) For one person and two person households, the income
standard shall be the maximum allowable under federal law, but
shall not exceed 133 1/3% of the State's payment level to .two
person households eligible to receive assistance pursuant to
P.L.1959, c.86 (C.44:10-1 et.seq.}; and

(i) For households of three or more persons, the income
standard shall be set at 133 1/3% of the State's payment level to
similar- size households eligible to receive assistance pursuant to
P.1..1959, c.86 {C.44:10-1 et seq.).

{c) The following resource standard shall be used to determine
medically needy eligibility:

{i) For one person households, the resource standard shall be

200% of the resource standard for recipients of Supplemental
Security Income pursuant to 42 U.S.C.§ 1382(1)(B);

(ii) For two person households, the resource standard shall be
200% of the resource standard for recipients of Supplemental
Security Income pursuant te 42 U.S.C.§ 1382(2)(B); and

(iii) For households ‘of three or more persons, the resource
standard in subparagraph (c)(ii) above shall be mcreased by
$100.00 for each additional person:- o

(1v) The resource standards established in (), (i), and (iii). are
subject to federal approval and the resource -standard may be
lower if required by the federal Department of Health and Human
Services.

(d) Individuals whose income exceeds those: established in.

subparagraph {b) of paragraph (8) of this subsection may become
medically needy by incurring medical expenses as defined in 42

€.F:R.—435.831{c) which—wili~ Teduce ~their income to—the— -~

applicable medically needy income established in subparagraph (b)
of paragraph (8) of this subsection. ° ‘

(e) A six month period shall be used to determine whether- an
individual is medically needy.

(f) Eligibility determinations for the medically needy program
shall be administered as follows:

(i) County welfare agencies s are respons1b-le for detemm‘mng

. and certifying the eligibility of pregnant women and dependent -

children. The division shall reimburse county welfare agencies for
100% of the reasonable costs of admxmstratxon which are not
reimbursed ‘by the federal government for the first 12 months of
this program's operation. Thereafter, 75% of the administrative
costs incurred by ¢ounty welfare agencies which are not
reimbursed by the federal government shall be rexmbursed by the
division; -

(ii) The division is responsible for certifying the ehglblhty of
individuals who ‘are 65 years of age and older and individuals who
are blind or disabled. The division may enter into contfacts with

50 T c_o“MfwmemHHeteMe%m_gwfc of
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eligibility. In such instances the division shall provide county
welfare agencies with all information the division. may have
available on the individual.

The division shall notify all eligible recipients of the
Pharmaceutical Assistance to the Aged and Disabled program;
P.L.1975, c.194 (C.30:4D-20 et seq.) on an annual basis of the
medically needy program and the program's general
requirements. *The division shall take all reasonable
administrative actions to ensure that Pharmaceutical Assistance
to-the Aged and Disabled recipients, who notify the division that
they may be eligible for the program, have their applications
pracessed expeditiously, at times and locatlonSoconvement to the
recipients; and )

(iii) The division is responsible for certifying incurred medical
expenses for all eligible persons who attempt to qualify for the
program pursuant to subparagraph (d) of paragraph (8] of this
subsection;

(9)(a) [is a pregnant woman, or is] Is a chxld who is [under. one -

year of age, or, on and after October 1, 1987, is a child under
two] at least one year of age and under six years of age; and

(b) Is a member of a family whose incofne does not exceed
133% of the poverty level and who meets the federal Medicaid
eligibility requirements set forth in section 9401 of Pub.L. 99-509
(42 U.S.C.§ -1396a)[, except .that a pregnant woman who is
determined to be a qualified applicant shall, notwithstanding. any
change in the income of the family of which she is a member,
continue to be deemed a qualified applicant until the end of the
60 day period beginning on the last day of her pregnancyl; )

(10) Is a-pregnant woman who is determined. by a provider to
be presumptively eligible for_medical assistance based on criteria

established by the commissioner, pursuant to section 9407 of — __§ -

" Pub.L.99-509 (42 U.S.C.§ 1396a(a)); [or] ,

(11) Is an individual 65 years of age and older, ar an individual
who is blind or disabled pursuant to section 301 of Pub.L. 92-603

—(42-U.5.C.§.1382c), whose income does not exceed 100% of the

poverty level, adjusted for family size, and whose resources do
mot” exceed 100% of: the resgurce standard -used- to- determine-
medically needy eligibility pursuant to paragraph (8) of this
subsectionl{.];1

(12}, ls a qualified disabled and workmg individual pursuant to
section 6408 of Pub.L.101-239 (42 U.S.C. §1396d) whose income
does not exceed 200% of the poverty level and whose. resources
do _not_exceed 200% of the resource standard used to determme
eligibility under the Supplemental Security Income Program, -
P.L.1973, c.256 (C.44:7-85 et seq.); or

46
47
48

50

(13)!_Is a pregnant .woman or is a child who is under_one year
of age and is a member-of a family whose income does-not exceed

185% of the poverty level and who meets the federal Medmald
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1 determined to be a qualified applicant shall, notwithstanding any
2 change in the income of the family of which she is a member,
3 continue to be deemed a qualified applicant until the end of the
4 60 day period beginning on the last day of her pregnancy.
- 1An individual who has, within 30 months of applying to be a
6 qualified applicant for Medicaid services in a nursing Tacility aor a
7 medical institution, or for home or community-based .services
8 under section 1915(c) of the federal Socxal Security Act (42
9 U.S.C. §1396n(c)), disposed of resources for less than fair market
10 value shall be ineligible for assistance for" nursing famluy
11 services, an equivalent level of services in a medical institution,
12 or home or community-based services under section 1915@) of
13 the federal Social Security Act (42 U.S.C. §1396n(c)). The period
14 of the ineligibility shall be the lesser of 30 months or the number
15 of months resultmg from d1v1dmLhe uncompensated value of the
16 transferred resources by the average monthly private payment
17 rate for nursing facility services:-in the State as determined
18 annually by the commissioner.!
19 j. “Recipient” means any qualified applicant receiving benefits
20 under this act.
21 k. "Resident” means a person who is living in the State
22 voluntarily with the intention of making his home here and not
23-:~for 2 temporary purpose. Temporary absences from the State,
24 with suBsequent returns to the State or intent to return when the
25 purposes of the absences have been accomplished, do not
26 interrupt continuity of residence. : -
27 l. "State’ Medicaid Com}u;ssmn means the Governor, the
28 . Commissioner of' Human S’érvxces, the President of the Senate
29 and the Speaker, of the General Assembly, hereby constituted a
30 commi"ssion to approve and direct the means and method for the
31 payment of claims pursuant to this act.
32 m. "Third party" means any person, institution, corporatxon.
33 msurance company, public, private or governmental entity who is
34 or may be liable in contract, tort, or otherwise by law or equity

35 to pay all or part of the medical cost of injury, disease or
36 —disability-of an-apphe&n%%rmempxenﬁof*medrcal*assrstm
37 payable under this act. ‘ o

"Governmental peer gmupmg system” means a separate
33 © class of skilled nursing and intermediate care facilities
40 - administered by the State or county gevernments, established for
41 the purpose of screening their reported costs and setting
42 reimbursement rates under the Medicaid program that are
43 reasonable and adequate to meet the costs that must be incurred
44 by efficiently and economically operated State or county skllled
45 nursing and intermediate care facilities.

38 n. m" means

———————-——46 " — 0. “Comprehensive’ matermity of ‘pediatric care provider"

47 means any person or public or private -health care facility that is
48 a provider and that is approved by the commissioner to provide

49  comprehensivé maternity care or comprehensive-pediatric-care-as

56— defined-in-subsection— b-—(18)-and—(19)-of section 6 of P.1..1968;
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¢.413 (C.30:4D-6b. (18) and (19)).
p. "Poverty level” means the official poverty level.baged on

. family size established and adjusted under Section 673(2) of

Subtitle B, the "Community Services Block Grant Act,” of
Pub.L.87-35 (42 U.S.C.§ 9902(2)).
{cf: P.L..1987, ¢.349, s.1)

1[r4.} 415.11 42.4 (New section) ![Within five years of the
effective date of BP.L. , c¢c. (C. }pending before the
Legislature as this bill), the Commissioner of Human Services
shall ensure that all recipients.of medical assistance pursuant to
P.L.1968, c.413 (C.30:4D-1 et seq.) are given the option of
participating in a managed care plan] The Commissioner of
Human Services shall prepare a five-year plan tg_ develop a
Statewide network of managed care providers for Medicaid

recipients pursuant to P.L.1968, ¢.413 (C.30:4D-1 et seq.)l. A

managed care plan may include, but is not limited to, the Garden
State Health Plan,.or its successor, any other State approved or
federally qualified health maintenance organization, or any other
cost effective health plan, prepaid or otherwise, that is under
contract with the Division of Medical Assistance and Health
Services in the Department of Human Services to provide
managed care services to !Medicaid! recipients l[of medical
assistance]l. — :

1The commissioner shall prepare the plan within one year of
the effective date of P.L. , c.” (C. )(pending before the

Legislature as this bill) and submit the plan to the Governor and

the Chairmen of the Senate Institutions, Health and Welfare and

General Assembly Health and Human Services Committees.1

- 4[116.] 43.4_(New section) Within one year of the effective
date of P.L.  , c. (C. )(pending before the Legislature as this
bill), every State approved or federally qualified "health
maintenance organization in the State shall submit a plar? to the
Commissioner of Human Services to enroll Medicaid recipients
pursuant to P.L.1968, c.413 (C.30:4D-1 et seq.). The plan Q

include__the__ terms and__cnndumns_fm:_enm]lmg Medicaid

recipients, including the number of remmentsihat can reasonably
be-enrolled, the health care services that will be offered, andan

~ estimate of the percapt caplra‘cost—forenmllment—of—these%_

The commissioner shall provide a health. maintenance
organization, upon written request, with ahy nonidentifying
information _about Medicaid recipients that is hecessary to assist
the health maintenance organization in preparing its plan.1

4{117.] 44.4 (New section) Within six months of the effective

date of P.L.  , c. (C. )(pending before the Legislature as this

b o e

bill), the Commissioner of Human Services shall report to_the
Govemnor and _the Chairmen of the Senate Institutions, Health and
Welfare and General Assembly Health and Human Services
Committees on ways: to increase the number of providers-in the

seq.); ‘to improve Medicaid provider relations with the ‘Medicaid
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program; to reduce administrative burdens encountered by
Medicaid providers; and to streamlin_e Statewide administration
of the Medicaid program.!

- 1015.] 4(18.1] 45.4 (New section) a. Any pefSon who is not
eligible for medical assistance pursuant to P.L.1968, c.413
(C.30:4D-1 et seq.) who is employed full-time or part-time and
does not have health insurance coverage provided by his employer
or by his spouse’'s employer, if any, or who cannot afford to
purchase health insuragnce coverage that may be offered by his
employer or his spouse’s employer, if any, shall be eligible to
purchase health care coverage through the Garden State Health
Plan operated by the Division of Medical Assistance and Health
Services in the Department of Human Services.

b. A small employer, as defined by the Comnussxoner of
Human Services, who has not provided or offered to -provide
health insurance coverage anytime during the 12-month period
immediately preceeding the effective date of coverage. pursuant
to this section, shall be eligible to purchase health care coverage
for its employees through the Garden State Health Plan operated
by the Division of Medical Assistance and Health Services in the
Department of Human Services.

c. The Commissioner of Human Services shall design one or

more plans of benefits for employees and small employérs who

wish to purchase health care coverage through the Garden State

Health Plan. The commissioner shall establish a schedule of

premiums for enroliment in the plan, which shall ensure that the

premiums charged are adequate to fund the costs of the benefits -
provided by the plan to persons not otherwise eligible for medical

assistance under P.L.1968, c:413 (C.30:4D-1 et seq.).

d. The commissioner shall make the purchase of health care
coverage through the Garden State Health Plan available to
employees and small employers within one year of the effective
date of P.L. , c. (C. ) (pending before the E.egi_slature as
this bill).

le. Nothing in this section shall be construed to include the
Garden State Health Plan as a health m‘ajnténance organization in

_any other provision of law. regarding t pffenng or_availability

of coverage by a health maintenance organizatxon 1
1[16.] 419.! Section 2 of P.L.1959, c.80 (C.2A:53A-8) is

amended to read as follows:

2. Notwithstanding the provisions of the- foregoing paragraph,
any nonprofit corporation, society or association organized
exclusively for hospital purposes shall be liable to respond in

‘damages to such beneficiary who shall suffer damage from the

negligence-of such—corperatien,—seciety—or-association—or-of—its—

agents or servants [to an amount not exceeding $10,000.00,
together with interest and costs of suit, as the result of any 1 E
accident and to the extent to which such damage, together with

mfe:esLanicostsnfsmLﬁhaﬂ_exceedih&sum_;mwoo,oo_sueh———— T e

nonprofit corporation, society or association organized

e et e sty
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exclusively for hospital purposes shall not be liable therefor].

(cf: P.L.1959, c.90, s.2)}4
1{17.] 420.! Section 8 of P.L.1877, c.240 (C.24:6E-7) is

amended to read as follows: -
8. Every prescription blank.shall [be imprinted with the words,

“substitution permissible” and "do not substitute" and shall
contain space for the physician's or other authorized prescriber’s
initials next to the chosen option. Notwithstariding any other
law, unless the physician or other authorized prescriber explicitly
states that there shall be no substitution when transmitting an
oral prescription or, in the case of a written prescription,
indicates that there shall be no substitution by initialing the
prescription blank next to "do not substitute,” a different brand
name or nonbrand name drug product of the same established
name shall be dispensed by a pharmacist] 3be imprinted with the
words, "brand necessary” and shall contain a box for the
physician's_or other authorized prescriber’s initials next to the
imprinted words.” The prescription blank shall3 contain one
signature line for the physician's or other authorized prescriber’s
signature Jat the bottom of the blank3, The .prescriber's
signature shall validate the prescription and, unless the prescriber

a medical necessity for the brand name . drug product, the
signaturel] initials the box next to ¢he words "brand necessary,"

~ the prescriber's signature3 shall designate approval of

substitution of a drug by a pharmacist pursuant to this act if such
different brand name-or nonbrand name drug product shall reflect
a lower cost to the consumer and is contained in the latest list of
interchangeable drug products published by the council; provided,
however, where the prescriber [indicates "substitution
permissible and] requests the pharmacist to notify him of the
substitution,("] the pharmacist shall transmit notice, either orally

* or by written notice to be mailed no later than the end of the

business day, to the prescriber specifying the drug product
actually dispensed and the name of the manufacturer - thereof.
[However,] Notwithstanding any other law to th
the physician or other authorized prescriber explicitly states that

prescription by using the phrase ["brand-necessary” or "brand

—~41— medically necessary”,] "brand necessary," 3{"brand medically

42
43
44

necessary;" or words of similar meaning which express a medical
necessity for the brand name drug product,1]3 a different brand
name or_nonbrand name drug product .of the same established

45
46
47
48
49

name shall be dispensed by a pharmacist, however, no drug
interchange shall be made unless a savings to ‘the consumer
results, and the pharmacist ‘passes such savings on to the

_‘consumer in full by charging no ‘more than the regular and
customary retail price for the drug to be substituted. For

50 ———prescriptions filled other than by mail, [the consumer may, if a
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1 substitution is indicated and prior to having his prescription
2 filled, request] if substitution is indicated! the pharmacist or his
3 agent {to inform him] , prior to filling the prescription, shall
4 inform the consumer! of the price savings that would result from
5 substitution. If the consumer is not satisfied with said_price
6 . savings he may, upon request, be dispensed the drug product
7 prescribed by the physician. The pharmacist shall make a
8 notation of such request upon the prescription blank. '
9 (cf: P.L.1977, c.240, .8)14 =
10 1{18.] 4[21.! (New section) The Drug Utilization Review
11 Council established pursuant to section 6 of P.L.1977, c¢.240
12 (C.24:6E- 5) shall send written notice within 30 days, and again
13 within 60 days, after the effective date of P.L. , c. . (C. )
14 {pending before the Legislature as this bill) to each duly licensed
15 physician, dentist, veterinarian and other practitioner licensed in
16 this, State to write prescriptions intended for the treatment or
17 prevention of disease in man or animals, hereinafter referred to
18 as a prescriber, which shall: )
19 a. Inform a prescriber of the provisions of 1{P.L. . c. (C. )
20 {pending 'before the Legislature as this bill)] section 8 of
21 P.L.1977, ¢.240 (C.24:6E-7)}; and
- 22 b. Inform a prescriber that the enactment of this act does not
23 preclude a prescriber from prescribing a brand name drug if, in B
24 his opinion, the use of the brand name dru& is in the best medical i
25 interest of the patient. I
26 1119.]1 4[22.11 46,4 (New section) A physxcxan shall not dispense .
27 more than a 4[four-day] even—day4 supply of drugs or medicines
28 to any patientl, unless the] . The? drugs or imedicines *fare]
29 shall be? dispensed at or below the cost the physician has paid for -~ T
30 the particular drug or medicine 4, plus an administrative cost not
31 to exceed 10% of the cost of the drug or medicine4. P _
32 The provisions of this section shall not apply to a.physician: ?*
33 a. who dispenses drugs or medicines in 4a hospital emergency -" :
— 34 room, a student health center ‘at an institdtion of higher
35 education, or? a publicly subsidized 4community health center,4
36 family planning i:ljnic4 or prenatal clinic, if’the drugs or
) 37  medicines that are dispensed are directly related to the services '
38 provided at the 4[clinic] facility$;, . _ __ e ———
39 b. whose practice is situated 10 mlles or more from a hcensed }
. 40  pharmacy; 5
‘ 41 c. when he dispenses allergenic extracts and injectables; Hor]4
42 d. when he dxspenses drugs pursuant ‘to an oncologlcal or AIDS
g 43 protocol4; or <.
44 e. when he dlsgenses salvesgmtments or drops"’ i
45 701 423.1 (Néw section) . Sections 1[20 through 7T 23
i 46 through40! of P.L. ,c. (C. ) (pending before the Legislature
47 as this bill) shall be known and may be cited as the "Primary Care
48 - Physician land Dentist! Loan Redemption Program Act. "M
49 . 1121,]) 424.1 (New section) As uséd in sections 1{20. through 37]
50 23 through 40! of -P.L. , c. (C. ) (pending before the
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Legislature as this bill):

“Eligible student loan expenses” means the cumulative total of
the annual student loans covering the cost of attendance at an
undergraduate institution of medical lor dentall education.
Interest paid or due on student loans that an applicentuhas taken
out for use in paying the costs of undergraduate medical lor
dental! education shall be considered eligible for reimbursement
under the program. The Chancellor of Higher Education may
establish a limit on the total amount of student loans which may
be redeemed for participants under the program, provided that
the total redemption of student loans does not exceed 1[$40,000]
$70,0001.

“Medically underserved area" means an urban or rural area
which need not conform to the geographic bourdaries of a
political subdivision within the State but which shall be defined in
terms of census tracts, if possible, which is a rational area for
the delivery of health services and which has a medical lor
dentall manpower shortage as determined by the Commissioner
of Health; or a population group which the commissioner
determines has a medical lor dental! manpower shortage; or a
public or nonprofit private health care facility or other facility
which is so desxgnated -

"Primary care" includes the practice of famxly medlcme,
generél internal medicine, general pediatrics, general obstetrics,
gynecology, and any other areas of medicine which the
Commissioner of Health may define as primary care. 1Primary
care also includes the practice of general dentistry and
pedodontics, 1

“Primary - Care Physician land Dentist! Loan Redemption
Program" means a program.which provides for the redemption of
the eligible student loan expenses of its participants.

"Undergraduate medical lor dentall education” means the
period of time between entry into medical 1or dental? school and
the award of the medical (M.D., D.O.) degree lor dental (D.M.D.)
degree, respectivelyl.}4

1[22.] 4[25.1 (New section) There is established a Primary
Care Physician land Dentist! Loan Redemption Program within
the Department of Higher Education. The program shall provide
for the redemption of a portion of the eligible student loan
expenses of program participants for each year of service in a
medically underserved area of the State as de51gnated by the
Commissioner of Health.]4

1{23.] 4(26.1 (New section) To be eligible to participate in the

(<A -
QO &® NG ¢ e

Primary Care Physician land Dentist! Loan Redemption

Program, an applicant shall:

a. Be a resident of the State;

b. Be a graduate of a medical school appraved by the State
Board of Medical Examiners for the purpose of licensure and
receive a recommendation from the school's medical staff
concerning participation in the loan redemption program lin the

e . SUSHEIS
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1 case of a physician;-ec-be A graduate of a dental school approved
2 by the New Jersey State Board of Dentisfry for-the-purpose of
3 licensure and receive a recommendation from the school's dental
4 staff conceming partncxgatlon in the loan- redemption program in
5-  the case of a dentist!; —_
6 c. l[Have] In the case of a_physician, have1 completed a
7 professional residency training program and receive a
8 recommendation from the medical staff of the training program
9 concerning participation in the loan redemption program; and,
10 d. ‘Agree to practice medicine lor dentistry, as appropriate,!
11 in a meédically underserved area of the State.]?
12 1f24.) 4{_2_7_.1 (New section) The Commissioner of Health, aftet
13 consultation with the Commissioner of Corrections and the
14 Commissioner of Human Services, shall designate and establish a
15 ranking of medically underserved areas of the State. The criteria
16 used by the Gommissioner of Health in designatirig underserved
17 areas shall include, but not be limited to:
18 a. the ratio of the supply of primary care physicians Igc_i
18 dentists! by relative specialty to the population under
20 consideration with a goal of meeting current standards for
21 physician land dentist! to population ratlos in primary care
22 medical land dentall specialties;
23 b. the financial resources of the population under
24 - consideration;
25 c. the population's access to medical land dentall services:;
26 and, - i -
27 d. appropriate physician land dentist! staffing ratios in State,
28 county, municipal and private nonprofit health care facilities.
29 The commissioner shall annually .transmit the list of medically
30  underserved areas and.the number of positions needed in each
31  area to the Chancellor of Higher Education.}4
32 1[25] 4[28.1 (New section) A medical lor deptal! student who
33  is eligible and interested in participating in the loan redemption
34 program. shall sign a nonbinding agreement with the Department
35 of Higher Education uwpon completion of the final year of
- 36 ~ undergraduate medical lor dentall training 1, as apprépriate!.
37 At the end of the final year of residency -training lin the case of
38 d_physician, and at the end of the final year of.undergraduate
39 dental training or residency training if such training is required in
40 a primary care dental specialty in the case of a dentlst1 the
41 applicant shall"slgn a contractual agreement with the Department

of ngher Education. The agreement shall all specify the applicant's

eng reqmred service and the total amount of eligible

44 student loan expenses to be redeemed by the State® in return for
45 service. The agreement shall also stipulate that. the applicant has
46 knowledge of and agrees to the six month probationary period
47 required prior to final aceeptance into the program pursuant to
48 section 1[27] 30! of P.L. , c. (C. ] {pending before the
49 Legislature as this bill).]4

50 1126.] 429.1 (New section) Maximum redemption- of loans
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under the loan redemption program shall amount to 1[256%] 15%!
of principal and ‘interest of eligible student loan expenses in
raturn for one full yei{r of service in a designated medically
underserved area of the State, an additional 1{35%] 20%?! for a
second full year of service, 1[and]! an additional 1{40%] 25%1 for
a third full year of service land an additional 40% fora fourth
full year of servical for a total redemption of eligible student
loan expenses of up to, but not to exceed, 1[$40,000] $70,0001.
\ Service in a medically underserved area shall begin immediately
upon completion of the medical residency training program lin
the case of a physician, and immediately upon completion of

undergraduate dental training or residency training if such

training is required in a primary care dental specialty in the case

of a dentist1.]4

1[27.] 430,1 (New section) Each program participant shall
serve a six month probationary period upon initial placement in a
service site within the medically underserved area. During -that
period, the medical lor dentall staff of the service site 1, as
appropriate,! shall evaluate the suitability.of the placement for
the participant. At the end of the probationary period, the
medical lor dentall staff shall recommend the continuation of
the program participant's present placement, a change in
placement, or its determination that ‘the participant is an
unsuitable candidate for the loan redemption program. If the
medical lor dentall staff of therservice site recommends a
change in placement, then the chancellor shall place the program
participant in an- alternate placement within a medically
underserved area. If the medical lor dentall staff determines
that the program participant is not a suitable candidate for the
program, then the chancellor shall take this recommendation into
consideration in regard to. the partlcxpant s final acceptance into
the program. No loan redemption payment shall be made during

“the—six—month—prebationary petiod, however, a 'program L

participant shall receive credit for this six month period in
calculating the- first year of required service under the loan
‘redemption contract.]4 -

1[28.] 431.1 (New section)
Education, in consultation with the Commissioner of Health, shall
match program participants to redically underserved areas based
upon the ranking of the underserved areas established by the
commissioner and on the basis of participant preference.]4

129.] 432.1 (New section).
Educatlon shall annually determine the number of program

‘ posmons available on the basis of the need for primary care
physicians land dentists! in medically underserved areas of the
State as determined by the Commissioner of Healthrand the State
and federal funds available for the program. Once the number of
program positions has been determined, the chancellor shall
select the program participants from among those students who
have applied to the program and who meet the. criteria

The Chancel.lor of ngher

The Chancellor of Higher

_ -
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_ previously entered into a contract with the Department of Higher

- thereby terminating the student's obligation to repay the unpaid

interest thereon, or where continued enforcement of the contract
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established pursuant to section 1[23] 26! of P.L. , c. (C. )
{pending before the Legislature as this bill). In selecting program
participants, the chancellor shall accord priority to applicants in
the following manner:

a. First, to any applicant who is completing a 1four'th,1 third
or second year of a loan redemption contract;

b. Second, to any applicant whose residence in the State at the
time of entry into post secondary education was within a
medically underserved area; and, 4

c. Third, to any applicant according to the severity of the
physician lor dentist! shortage in the area selected by the
applicant.

In the event that there are more applicants who have the same
priority than there are program positions, the chancellor shall
select participants by means of a lottery or other form of random

selection.]4
1[30.] 4[33.1 (New section) A physician lor dentist! who has

Education may nullify the agreement by notifying the.
Department of Higher Education in writing and assuming full
responsibility for repayment of principal and interest at the
appropriate market rate of the full amount of the eligible student
loan expenses or that portion of the loan which has not been
redeemed by the _State in return for partial fulfillment of the
contract. In no event shall service in a medically underserved*
area for less than the full calerdar year of each period of service .
entitle the participant to any benefits under the loan redemptlon \
program. A participant seeking to riullify the contract shall be s
required to pay the unredeemed portion of indebtedness in not -
more_than 10 years follo‘wing'terminati'on of the contract minus
the years of service already served under the contract.]4 o
1[31.] 434.1 (New section) In case of a program participant’s .
death or total or penﬂane_nf disability, the Chancellor of Higher .-
Education shall nullify the service obligation of the student

balance of the redeemable portion of the loan and the.accrued .. .. .. .1
may result in extreme hardship, the chancellor may nullify or
suspend the service obligation of the student.]4

1132.] 4[35.1 (New section) In case of a program participant's
conviction of a felony or misdemeanor or an .act. of gross
negligence in the performance of service obligations or where the . -
license to practice has been suspended or reytked, the Chancellor -
of Higher Education shall have the authority to terminate the
participant's service in the program and re(']ues.tnrepayment of
the outstanding debt.]4

1[33.]14[36.1 (New section) A student who is participating in a
federal program of a similar nature, which [provide] provides!
fmancmksupport for students in return for service in underserved
areas of rthe nation, shall not be eligible for participation in the ) .
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1 Primary Care Physician land Dentist! Loan Redemption Program
2 unless after review and consideration the Chancellor of Higher
3 Education finds that the student has extraordinary financial
q responsibilities making it essential for the student to use the loan
5 resources of both federal and State programs. These cases shall e
8 be reviewed and approved by the chancellor on an individual -
7 basis. [n these cases, the period of service to the State of New
8 Jersey may be served simultaneously with the federal service , -
9 obligation if that obligation is bemg discharged ‘by service within C
10 this State.]4 ;
11 1{34.] 4[37.1 (New section) Prior to repayment of the annual
12 amount eligible for redemption, each program participant shall
13 report to the Department of Higher Education, in such manner
14 and form as it shall prescribe, information on the participant's
15 performance of service in the medically underserved area as
16 required under the contract.]4
17 1f35.] 438.1 (New section) The Chancellor of Higher ]
18 Education and the Commissioner of Health shall jointly establish i
19 a procedure for the recruitment of program applicants at i
20  medical land dental! schools and health centers. The procedure ] :
21 shall provide for the participation of the medical land dentall ' e
22 - staff 1@5 appropriate,] of those facilities in the selection of "
23 appropriate applicants for the program.]4 .
24 1136.] 4[39.!1 (New section) The Department of Higher
25 Education shall annually apply for an¥ federal funds which may be N
26  available to implement the provisions of this act.]4 ’ ?
27 1[37.] 4[40.1 (New section) The State Board of Higher ,
28 Education shall adopt rules and regulations pursuant to the ™ T s
29 “ Administrative Procedure Act,” P.L.1968, c.410 (C.52:14B-1 et
30 seq.) as may be necessary to implement the provisions of this 3 e
31 act.ld - . ' T
T32 4[141. Section 2 of P.L.1989, c.19 (C.45: 9-22. 5) is amended to
33 read as follows:
34 2.~ a. A practitioner shall not refer a patient ér direct an
35 employee of the practitioner to refer a patient to a health care
36 service in which the practitioner, or the practitioner's iir immediate
37 family, or the practitioner in combination with practitioner's. B S
38 immediate family has a significant beneficial mterest [unless the
39 practitioner] ; except that, in thé case .of a practitioner, a
40 practitioner’s immediate family or a practitioner_jn combination :
41 with the prac titioner's unmedlate family who had the_gmﬁmant
42 beneficial interest prior to the effective date ‘of P.L. , c. v
43 {C. Mpending before the Legislature’ as this bill), the
44 practitioner may continue .to- refer a patient or direct an
45 ‘employee to do so if that practitioner discloses the significant
46 beneficial interest to the patient.
47 [Thel b. If a practitioner is permitted to refer .a gatlent to a
48 health care semcmrsuant to subsection a. of this section, the
49 practitioner shall provide the patient with-a written disclosure — - -
50 form, prepared pursuant to section 3 of [this act] P.L.1989, c.19
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1C.45:’!i22‘.61. and post a copy of this disclosure form in a
conspicuous public place in the practitioner's office. = «.

c. The restrictions on referral of patients established in this
section shall not apply to a health care service that is provided at
the practitioner's medical office and for which_the patxem is
billed directly by the practitioner.1
(cf: P.L.1089, c.19, 5.2)}4

4142, (New _section) The. Commissioner of Health, in
consultation with the Commissioner of Human Services, shall
designate those hospitals at which an employee from the county
welfare agency shall be stationed, on either a full or part-time
basis, as appropriate, to perform_eligibility determinations for
the Medicaid program pursuant to P.L.1968. .413 (C.30:4D-1 et
seq.).

The county welfare agency shall be responsible for the
nonfederal share of salary and employee benefit costs associated
with the county welfare agency employee.1}4

4143 {New section) The Commissioner of Human Services
shall require that a 'cpunty welfare agency provide adequate
employees to determine Medicaid eligibility to any hospital in the
county that has been designated by the Commissioner of Health
pursuant to section 42 of P.L. , c. {C.  )pending before the
Legislature as this bill).114 R

447. Section 2 of P.L..1989, c¢.19 (C.45:9-22.5) is amended to
read as follows:

2.»a. A practitioner shall not refer a patient or direct an
employee of the practmoner to refer a patient to a health care
service in which the practitioner, or the practitioner's immediate

immediate family has a significant beneficial interest [unless the
pracntmner] ; except that, in. the case of a prac’ﬁtioner, a
’practltloner s immediate family or a practltmner in combination
with the practitioner's.immediate family who had the significiant
beneficial interest prior to the effective date of PL_, ¢

(C. Mnow_pending before the Legislature as this bill), the
practitioner may continue to refer a _patient or direct an
employee to do so if that practitioner dxscloses the sxgmfxcant

-heneficial interest-to the patient. - =~ — ————- - —= —— -

[Thel b. If a practitioner is permitted to refer a patient to a
health care service pursuant to subsection a. of this section, the
practitioner shall provide the patient with a written disclosure
form, prepared pursuant to section 3 of [this act] P.L.1988, c.19
{C.45:9-22.6), and post @ copy of this disclosure form in a
conspicuous public place in the practitioner's office.

c. The restrictions on referral of patients established in this
section shall not apply to:

(1)_a health care service that is provided at the practltmner s
medical office and for wluch the patlem is billed dlrectlz by .the

practitioner; and .~ ;

(2) radiation therapy pursuant to an oncological protocol,

sttt

family, _or the praetitioner in combination with practitioner’'s
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1 lithotripsy and renal dialysis.4 =
2 (ck: P.L.1989, c.19, 5.2)
3 448. Section 2 of P.L..1959, c.90 (C.2A:53A-8) is amended to
4 read as follows:
5 2. Noththstanding the provisions of the foregoing paragraph,
6 any nonprofit corporation, society or association organized
7 exclusively for hospital purposes shall be liable to respond in
. 8 damages to such beneficiary who shall suffer damage from the
9 negligence of such carporation, society or association or of its
10  agenmts—er—servants to an amount not ‘exceeding [$10,000.00]
11 $250,000, together with interest and costs of suit, as the result of
12 any [1] one accident and to the extent to which such damage,
13 together with interest and costs of suit, shall exceed the sum of
14 {$10,000.00] $250,000 such nonprofit corporation, society ar
15 association organized exclusively for hospital purposes shall not
16  be liable therefor.4
17 (cf: P.L.1859, ¢.90, s.2)
18 449. (New section) The Legislature finds that many residents
19 of New ]ersey either cannot afford health insurance coverage at
20 the levels currently offered in the marketplace, or cannot afford
21 it at all. Sections 50 through 59 of P.L. , c. {(C. }{now pending
22 before the Legislature as this bill) provide affordable health
23 insurance coverage as to the amount and cost of coverage by
24 requi-—rm health insurers and health maintenance organizations to
25 offer health care coverage with *minimal basic benefits or
26  services at_the lowest possible cost as determined by the
=== —=-Z7—" Commissioner of Insurance.4 - ’
28 450, (New section) Every hospital service corporation
29 authorized to do_business in this State shall offer for sale
30  individual and group basic health care contgcts in accordance'
31 with accepted underwntmg standards for payment of benefits to
32 each person covered thereunder 4
33 451. (New section) a. A basic health care contract offered
34 pursuant to section 50 of P.L. , c. (C. )(now pending before
35 the Legislature as this bill) shall provide: :
- 36 . (1} Basic hospital expense coverage for a period of 21 days in a
- - - ~37— ——benefit year for each covered person for _expenses. iricurred for
38 medically necessary treatment and services réndered as a result
39 of injury or sickness, including:
40 (a)_Daily hospital room and_board, including general nursing
41  care and special diets; ,
42 (b) Miscellaneous hospital services; including expenses incurred
43 for charges made by the hospital for services and supplies which
- 44 are customarily rendered by the hespital and provxded for use
45 only during any period of confinement;
46 (c) Hospital outpatient services consisting of hosmtal services
47 on the day surgery is performed@sLal services rendered within
48 72 hours after accidental injury; and x-ray and laboratory tests to
49 the extent that benefits for such- services would have been
50 prov1ded if rendered to an inpatient of the hospxtal

S3251{4R] - —
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1. {2) Basic medical-surgical expense coyerage for each covered -

2 person for-expenses incurred for medically necessary services for

3 . treatment of injury or sickness for the following:

4 {a) Surgical services; '

5 (b) Anesthesia services consisting of administration of

6 necessary general anesthesia and related procedures in

7 connection with covered surgical services rendered by a physician

8 other than the-physician performing the surgical services;

9 {c) In-hospital services rendered to a person who is confined to
10 a hospital for treatment of injury or sickness other than that for
11 which surgical care is reqwed
12 (3) Maternity benefits, inciuding cost of delivery and prenatal
13 care;

14 {4) Out-of-hospital physical examination, including related
15 x-rays and diagnostic tests, on the following basis: :
16 {a) For covered minors of less than two years of age, up to six
17 examinations during the first two years of life; for covered
18 minors of two years of age or older, one examination at age 3, 6,
19 9, 12, 15 and 18 years;
20 (b) For covered adults of less than 40 years of age, one
21 examination e\?ery five years; for covered adulfs 40 or more years
22 of age but less than 60 years of age, one exammatlon every three
23 years; and for covered adults 60 years of age or older, one
24 exammahon every two years. v.
25 Notmthstandmgghe provisions of this section to the contrar_\L
26 a hospital service corporation may provide alternative benefits or
27 services from those req@ed by this subsection if they are
28 approved by the Commissioner of Insurance and are within the
29 intent of this act. ‘
30 “b. (1) No person who is eligible for coverage under Medicare
3 pursuant to Pub. L. 89-97 (42 U.S.C. §1395 et seq.) shall bg a
32 covered person under a contract required to be offered pursuant
33 to section 50 of P.L.. , ¢. (C. )(mow pending before the
34 Legislature as this bill}.
35 (2) A hospital service corporation shall not_sell a.contract
36 required to be offered pursuant to section 50 of P.L. , c.
37 (C.  )(now pending before the Legislature as this bill) to a group
38  which was covered: by health benefits or health insurance any -~ -
39 time during the 12-month period immediately preceding the
40 effective date of coverage.
41 c.. (1) Contracts required to be offered pursuant to section 50
42 of P.L. ,c. (C. )(now pending before the Legislature as this
43 bill) may contain.or provide for coinsurance or deductibles, or
44 both; except that no deductible shall be payable in excess of a
45 tatal of $250 by an_individual .or family unit during any benefit
L 46 . year, no coinsurance shall be payable in excess of a total of $500
f-—ﬂq—by—an—mdrﬂduai—er—fafm%y—umt—dum@tbeneﬁhyear—md—ﬁ,
48 neither coinsurance nor deductibles shall -apply to. physical
49 examinations or matemnity benefits covered pursuant to
50 paragraphs (3] or (4] of subsection a. of- thls section. :
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(2) Managed care systems may be utilized for coverages
required to be offéred pursuant to this section, subject to the
review and approval of the Commnssmner of Insurance.

d. Notwithstanding any other law to the contrary, a hospital
service corporation shall file copies of all forms of contracts
required to be offered pursuant to section 50 of P. L. , c.
(C. .)now pending before the Legislature as this bill) for
approval w1th ‘the Gommissioner of 'Insurance at least 60 days
prior to - becommg effective. - Unless disapproved. by the
commissioner prior to its effectlve date specifying in _what
respects the form is not in compliance with the standards set
forth in this subsection, any such contract form filed with the
commissioner shall be deemed approved as of its effective date,
provided, however, that contract forms shall be effective only
with respect to those ‘contract form _filings which are
accompanied by an explanation and identification of the changes
being made on .a form prescribed by. the commissioner. In his
discretion, the commissioner may waive the 60-day waiting
period or any portion thereof.

Contract forms shall not be unfa.:r;mecmltable_mlsleadm&or
contrary to lanor shall they produce rates: that are_excessive,

madequate or ‘unfairly dlscmmnatorl

e. Notwnhstandmg any other law to the contrary, a hospital -

service corporation shall file all rates and supplementary rate
information and all changes and smendments thereof for the
contracts required to be offered purstant to section 50 of P.L.
c. (C. )now pending before the Legislature as this bill) for
approval with the commissioner at least 60 days prior to
,,beeeming:ﬂfective Unless djsapgroved by. the commissioner
LOr to their effective date specifying in what respects- the filing

is not in compliance with the standards set forth_ in _this

subsection, any such_rates, supplementary rate information,
changes or amendments filed with the commissioner shall be
deemed approved as of their effective date. In his discretion, the
commissioner may waive the 60-day waiting period or any portion
thereof, o

Rates shall not bé excessive, inad_qu_t'e or__ unfairly
discriminatory.

f. The commissioner shall lssue regulations to _establish o
minimum standards for loss ratios under contracts required to be

offered pursuant to section 50 of PL -, ¢c. (C. )now
pending before the Legislature as- this bill).

g, Notmthstandmg any provisiofi of law to the’ contrarxL a
hospital service corporation shall nbt be reuedLm regard to

contracts rgqmred to be offered pursuant to section 50 of P.L. |,
"c.__(C.__ )(now pending before_the Legislature as this bill), to

services :rendered by Lrovxdexs of health care. services as

otherwnse retL uired by law. :
h. The commxssxoner shall, pursuant to the provnsxons of the

—— 47— providemandatoryhealth-care benefits-or providebenefitsfor— ——————— §~

-
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“Administrative Procedure Act,” P.L.1968, c.410 (C.52:14B-1
et seq.), adopt rules and regulations necessary to effectuate the
purposes of this section and section 80 of P.L. ,c. (C. )(now
pending before the Legislature as this bill), including standards.
for terms and conditions of contracts required to be offered
pursuant to this section and section 50 of P.L. , c. (C. }{now
pendiriLbefo_re the Legisleture as this bill) and schedules of
benefits for coverages provided for in subsection a. of this
section.

i. Every hospital service corporation shall report annually on
or before March 1 to the Department of Insurance the number of
individual and group contracts required to be offered pursuant to to
section 50 of P.L. , C. (C. Mnow pending before the
Legislature as this bill) that were sold in the preceding calendar
year and the number of persons covered ‘under each type of
contract. The department shall compile and analyze this.
information and shall report annually on or before July 1 its
findings ‘and any recommendations it may have to the Governor

"and the Legislature 4

452. (New section) Every medical service corporation
authorized to do business in this State shall offer for sale
individual and group basic health care contracts in accordance
with accepted underwriting standards for payment of benefits to -

‘each person covered thereunder.4

453. (New section) a. A basic health care contract offered
pursuant to section 52 of P.L. , ¢. {C. )now pending before
the Legislature as this bill) shall provide:

(1) Basxc hospital expense coverage for a penod of 21 days in a.
benefit ‘year. for each-covered person for expenses incurred - for

medically necessary treatment and services rendered as a result

of injury or sickness, including: )

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

(b} Miscellaneous hospital services, including expenses incurred
for charges made by the hospital for services and supphes which

are. customarily rendered | : S [

only during any period of confmement
{c) Hospital outpatient services' con51st1ng of* hosLal services

on_the day surgery is performed; hospital servxces rendered within -

b
- O

47

43
44

45. -

46
47
48
49
50

72 hours after accidental i injury; and x—rayind laboratoruests to
the extent that benefits for such services .would have been
provided if rendered to an inpatient of the hospxtai
(ZLBasrcmedlcaT surgical expense coverage for each covered
person for expenses incurred for medically necessary servxces for
treatment of injury or sickness for the following: =
(a) Surgical services;
.(b)__ Anesthesia _services_ consisting of administration of
necessary general anesthesia and . related proéedires in
connection with covered surgical services rendered by a physician
other than the thsmxan performing the surgical services;
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(c) In-hospital services rendered to a person who isgqgfined- to
a hospital for treatment of injury or sickness other than that for
which surgical care is required;

{3) Matemity benefits, including cost of delivery and prenatal

care;

(4) .Out-of=hospital .physical examination, including related
x-rays and diagnostic tests, on the following basis:

{a) For covered minors of less than two years of age, up to six
examinations during the first two. years of life; for covered
minors of two years of age or older, one examination at age 3, 6,
g, 12, 15 and 18 years;

[bL For covered adults of less than 40 years of age, one
examination every five years; for covered adults 40 or more years
of age but less than 60 years of age, one examination every three

" years; and for covered adults 60 years of agé or older, one

examination every two years.
Notwnthstandmg the provisions of this section to the contrary,

a medical service corporatzqn may provide alternative bengfits or
services from those required by this subsection if they are
approved by the Commissioner of Insurance and are within the
intent of this amendatory and sup@mentary act.

b. {1) Ne Lrson who is eligible for coveraLunder Medlcare
pursuant to Pub. L. 89-97 (42 U.S.C. §1395 et seq.) shall be a
covered.person urider a contract required to be offered pursuant

to section 52 of P.L. , c. (C. )now pending before the-

Legislature as this bill}.

(2). A medical service corporation shall not sell a contract

required to be offered pursuant to section 52 of P.L. , C.
(C. ) (now pending before the Legislature as this bill) to a group
which was covered by health beneﬁts or_health insurance any
time "during the 12-month period 1mmed1ately mecee@&he
effective date of coverage.

¢. (1) Contracts reqmred to be offered pursuant to.section 52
of P.L. , c. (C. ){now pending befdre. the Legislature as this
bill) may contain ot provide for coinsurance or deduc txbles, or

ke PR RSN

g_any benefit

year, o Coinsurance shall be payable in excess of a total of $500 . .

40
a1
42
a3
44
45

46 . . -

47

49
50

by an individual or famleumt, during any <benefit vear, and
neither. coinsurance nor deductibles shall apply to physical
examinations or maternity benefits covered pursuant _ to
paragraphs (3) or (4) of subsection a. of this section.

(2) Managed care. systems may be utilized for covérages
required to be offered pursuant to_this sectmngubw;ct to the
review and agproval of the' CommissSioner of Inéurance

service corporation snall file copies-of all forms of contracts

-required—to—be offWTmWPL , ‘C.

LC ‘M{now - pending before . the ~Legislature as . this_ bill) for -

approval with the Commlssmner of - Insurance at ‘least 60. days
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1 prior to  becoming effective. Unless disapproved by the
2 commissioner prior to its effective date specifying in what
3 respects the form is not in compliance with the standards set”
4 forth in this subsection, any such contract form filed with the
5 commissioner shall be deemed approved as %xts effective date,
6 provided, ‘however, that contract forms shall: be effective only
Y; with respect to  those contract form filings which are
8 accompanied by an explanation and identification of the changes
9 being made on a form prescribed by the commissioner, In his
10 discréetion, the commissioner may waive the 60-day waiting
11 period or any portion thercof.
12 Contract forms shall not be unfair, inequitable, misleading or
13 contrary to law, nor shall they produce rates that are excessive,
14 inadequate or unfairly dlscnmmatorL
15 e. Npththstanfhng any other law_to the contrary, a_medical
16 service corporation shall file all rates and supplementary rate
_. .17 _ipformation and all changes and amendments_thereof for the
18 contracts required to be offered pursuant to section 52 of P.L..
19 ¢. {(C. )now pending before the Legislature as_this bill) for
20 approval with the commissioner at least- 60 days prior to
21 becoming effective. Unless disapproved by the commissioner
22 prior to their effective date specifying in what_respects the filing
23 - 'is not in_compliance with the_ standards set forth in_this
24 subsection, any such rates, supplementary rate information,
25  changes_or amendments filed with the commissioner shall be
26 deemed approved as of their effective date. In his discretion, the
27 . — commissioner-may waive-the 60-day waiting period or any portlon
T 728 “thereef. T ——— T - T A
29 Rates shall not be excessive, inadequate or unfairly
30 . discriminatory.
31 f. The commissioner shall issue regulations to establish
32 minimum standards for loss ratios under contracts required to be
33 offered pursuant to section 52 of P.L. ,c. (C. )now pending
34 before the Legislature as this bill). '
36 g Notwithstanding any provision of law to the contrary. a
36 medical service corporation shall not be required, in regard to
- 37 _. gggtracts required to be offered pursuant to section §2 of P.L.
. 38 c. (€. )now pending bhefore the Legislature as this bill), to_
39 provide rnandatory health care benefits or provide benefits for
40 services rendered by providers of health care sarwces as
41 otherwise required by law.
42 h. The commissioner shall, pursuant to the provisions of the’
43 " Administrative Procedure Act," P.L.1968, c.410. (C.52:14B-1
44 et seq.), adopt rules and regulations necessary to effectuate the
45 purposes of this section and section 52 of P.L. ,c. (C. )now
46 pending before-the Legislature as this bxlll, including standards
- 47 for terms and conditions of contracts required to be offered . -
T 48 pursuant to this section -and séction 52 of P.L. , c. (C. )now
© 49 pending before the Legislature as- this bill) and schedules of
50 benefits for caverages provided for_in, subsection a. of this

S3251 [4R]
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i section.
2 i. Every medical service cwratnon shall report annually on
3 or befork March 1 to the Department of Insurance the number of
4 individual and group contracts required to be offered pursuant to
5 section 52 of P.L. , c. [(C. )now pending before the
6 Legislature as this bllLthat were sold in the J;recedmualendar
7 year _and the number of persons covered under. each type of
8 contract. ~ The department shall compile and analyze this
9 information and shall report annually on or before July 1 its
10 findings and any recommendations it may have to the Governor
11 and the Legislature.4
12 154, (New section) Every health service corporation authorized
13 to do business in -this State shall offer for sale individual and
14 group basic health care contracts in accordance with accepted
15 underwriting standards for payment of benefits to each person.
16 covered thereunder.4
17 455. (New section] a. A basic_health care contract offered
18 pursuant to section 54 of P.L. , ¢. (C. )(now pending before
19 the Legislature as this bill) shall provide:
20 (1) Basic hospital expense coverage for a period of 21 days in a
21 benefit year for each covered person for expenses _incurred for
22 medically necessary treatment and services rendered as a_result
23 of injury or sickness, including:
24 (a) " Daily hospital room and board, including general nursing
25 care and special diets;
26 (b} Miscellaneous hospital services, including expenses incurred
27 for_charges made by the hospital for services and supplies which
28 are customarily rendered by the hospital and provided for use
29 only during any period of confinement;
30 {c) Hospital outpatient services consisting of hospital services
31 on the day surgery is performied; hospital services réndered within
32 72 hours after accidental injury; and x-ray and laboratory tests to
33 the extent that benefits for such services. wauld have been
34 provided if rendered to an inpatient of the hospital; '

.38 (2) Basic medical-surgical expense coverage for each covered
36 person for expenses incurred for medically necessary servicesfor— -
37 treatment of i mlurlor sickness. for the follomegL -

—38 — -—{a}- Sm:ggealserv}ces. .
39 " (b]. Anesthesia _services consisting - of administration of —

- 40 necessary _ Lneral anesthesia and related procedures in
41 connection with covered surgical services rendmi by a physician

s 42 other than the physician Mformm&the surgical serv1ces,

43 (c) In-hospital services rendered to- -a-person who is confined to
44 a hospital for treatment of injury or sxclmess other than that for
45 which surgical care is required;

— 46— (3}-Maternity benefits, mqlgdmg cost of delivery and prenatal
47 care,; : - }
48 {4) Out-of-hospital physical examination, including related
49 x-rays and diagnostic tests. on the following basas
50

(a) For covered minors of less than two years of age, up Jo six

- e — Ah“*’
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examinations during the first two years of life; for covered

1

2 minors of two years of age or older, one examination at age 3. 6,
3 9, 12, 15 and 18 years;

4 {b) For covered adults of less than 40 years of age, one
5 examination every five years; for covered adults 40 or more-years
] of:age but less than 60 years of age, one examination every three

7 years; and for covered adults 60 years of age or older, one
8 examination evéry two years. _

g9 Notwithstanding the provisions of this section to the contrary,
10 a health service corporation may provide altemative benefits or
11 services from_those required by this subsection if they are
12 approved by the Commissioner of Insurance and are within the
13 intent of this amendatory and supplementary act.

14 b. {1} No person who is eligible for coverage under Medicare
15  pursuant to Pub. i. 89-97 (42 U.S.C. §1395 et seq.) shall be a
16 covered person under a contract required to be offered pursuant
17 to section 54 of P.L. , ¢. (C. }({now pending before the
18 Legislature as this bill}.
19 (2) A health service corporation shall not sell a contract
20 required to_be offered pursuant to section 54 of P.L. ., c.
21 (C. )now pending before the Legislature as this bill) to a group
22 which was covered by health benefits or health insurance any
23 time during the 12-month period immediately preceeding the
24 effective date of coverage. .
25 c. (1} Contracts required to be offered pursuant to section 54
26 of P.L. ,c. (C. }now pending before the Legislature as this
27 bill} may contain or provide for coinsurance_or deductibles, or
28 both; except that no deductible shall be payable in excess of a
29 total of $250 by an individual or family unit during any benefit
30 year, no coinsurance shall be payable in excess of a total of $500
N by an_individual or_ family unit during any benefit year. and
32 neither coinsurance nor deductibles shall apply to physical
33 examinations or maternity benefits covered pursuant to
34 paragraphs (3) or (4} of subsection a. of this section.
35 (2) © Managed care systems may be utilized for coverages
38  required to—be-offered Pursuant to this section, subject_to the
37 review and approval of the Commissioner of Insurance.
38 d. Notwithstanding any other law to the contrary, a health
39  service corporation shall file copies of all forms of contracts =
40 required to_be offered pursuant to section 54 of P.L> , c.
41 {C. )now pending before the Legislature as this bill) for
42 approval with the Commissioner of Insurance at least 60 days
43 prior to becoming effective. Unless disapproved by the
44 commissioner prior to_its effective. date specifying in what
45 respects the férm is not in compliance with the standards set
46 forth in this subgection, any such contract-form—filedwith the |
47 comimissioner shall be deemed approved as of its effective date,
48  provided, however, that contract forms shall be effective only
48 with respect to those contract form filings which are
50 -accomiam'eq by an explanation and identification of the chaﬁgés
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being made on a form prescribed by the commissioner. In his
discriition, the commissioner may waive the '60-day waiting
period or any portion thereof.

Contract forms shall not be unfair, inequitable, misleading or
contrary to law, nor shall' they produce rates that are excessive,
inadequate or unfairly discriminatory. ——

8. NoththstandmLanx other law_to the contrary, a health
ser\nce corporatton shall file all rates and. supplementary rate
mforrnatlon and all changes and amendments thereof for the
contracts required to be offered pursuant to section 54 of P.L.

(C. ){now pending before the Legislature as this bill) for

12 apgroval with the commissioner at least 60 days prior to

13 becoming effective. Unless disapproved by ‘the commissioner

14 prior to their efféctive date specifying in what rdspects the filing

15 is_not in. compliance with the standards set. forth in this

16 subsection, any such rates, ‘supplementary rate information,

17 changes or amendments _filed with the commissioner shall . be
“TH — deemed approved as of their effective date. In his discretion, the

19 commissioner may waive the 60-day waiting period or any portion
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20 thereof.

21 Rates shall not be excessive, inadequate or unfairly
22 discriminatory.

23 f. The commissioner shall issue regulations to establish
24 minimum standards for loss ratios under contracts required to be

25 offered gurs‘uant to section 54 of P.L. , c. (C. )Qtow pending
26 before the Legislature as this bill).
27 g.. Notwithstanding any provision of law to the contrarx, a
28 health service corporation shall not be reqmred in regard to
29 contracts requxred to be offered pursuant to section 54 of E@H
30 c. (C. )now pending before the LeLlature as this bill), - to
31 provide mandatory health care benefits or provide benefits for
32 services rendered by providers of health care services  as
33 otherwise requxred by law, .
34 h. The commissioner shall, gursuan? to -the ;Lrovtsxons of the
35 " Administrative . Procedure Act,” P.L. 1968,. ¢.410 LSZ 14B-1
36 et seq)JdoLnﬂes and regulations necessary to effectuate the
- ‘section and section 54 of P.L. , c.
38 pending before the Legislature as this bill), including standards
39 for terms and conditivus of “contracts required to be offered
40  pursuant to-this section and section 54 of P.L." , c. (C. )now:
41 pending. before the Legislature as .this bill) and schedules of
42 benefits for coverages provided for i.n"subsec-tion a. of this

43 section. . R

Mefﬁealth service corporatlon shall rerprt annuaﬂron or

45 before March 1 to the Department_of Insurance the number of
46 individual and_group contracts reLred to be offered pursuant to

—47 section —54—of P~ ¢ %&w -pending _before the
.48 Legislature as this bill) that were gdi in the Qféced.inég’caleﬁdar
49 year and the number of persons covered under each type'of
50  contract. '& de@rtment shall compile and analgze this

{
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information and. shall report_annually on or before fuly 1 its
findings and any recommendations it may have to the Governor
and the Legislature.4 :

456. Lew section) Everx health insurer authorized to do
business in this State which dehvers or issues for delwery policies

in accordance with the provisions of chapter 26 of Title {78 of

the New Jersey Statutes shall offer for sale individual basic
health care policies in accordance with accepted underwriting
standards for payment of benefits to each person covered
thereunder.

Every health insurer authorized to do business in_this State
which delivers or issues for delivery policies in accordance with
the provisions of chapter 27 of Title 17B of the New [ersey
Statutes shall offer for sale group basic health care policies in
accordance with accepted underwriting standards_for payment of
benefits to each person covered thereunder.4

- 457, (New sectsayi) a. A basic heatth care policy offered
pursuant to section 56 of P.L. ; ¢. {(C. J(now pending before
the Legislature as this bill) shall provide:

{1) Basic hospital expense coverage for a period-of 21 days ina
benefit yéar for each covered person for expenses .incurred for
medically necessary treatment and services rendered as a result
of injury or sickness; including:

(a) Daily hospital room and board, mcludmgL _general nursing
care and special diets;

(b} Miscellanieous hospital services, including expenses incurred
for charges made by the hospital for services and supplies which

are custofna&iluendered by the hospital and provided for use T

only during any period of confinement; .

(c) Hospital outpatient services consisting . of Tospital services
on the dmurgemls performed; -hospital services rendered within
72 hours after accidental injury; and x-ray and laboratory tests to’
the extent that benefits for such services would have been
provided if rendered to.an inpatient of the hospital;.

(2) Basic medical-surgical expense coverage for each covered
person for expenses incurred for medJcaJILnecessary services for

- treatmem—ef-muryﬂfsmimessfer the followingr — |

(a) Surgical services;

(b) _Anesthesia services consistinLof administration _ of -
necessary general. anesthesia and related procedures in
connection with covered surgical services rendered by a physician
other than the physician performing the surgical services;

{c) In-hospital services rendered to a person who is confined to
a hospital for treatment of injury or sickness other than that for
which surglcal care is required; -

-(3)_Maternity benefits, mcludmchost of delivery and prenatal
care;- .

(4) Out-of-hospital physical examination, including related
x-rays and diagnostic-tests, on the following basis:

(a) For covered minors of less than fwo years 6f age, up to Six
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examinations during the first two years of life; for covered
minors of two years of age or older, one examination at age 3, 6,
9, 12, 15 and 18 years; I

(b) For covered adults of less than 40 years’ of age, one
examination every five years; for covered adults 40 or more years
of age but less than 60 years of age, one examination every three
years; and for_ covered adults 60 years of age or older, one
ef(@n’nation every two years.

ﬁotwithst‘mdinLthe provisions of this section to the contrary,
a health insurer may provide alternative benefits or services from
those required by this subsection if they are approved by the
Commissioner of Insurance and are within the intent of this
amendatorxand supplementary act.

b. {1) No person who is eligible for coverage under Medicare
pursuant to Pub. L. 89-97 (42 U.S.C. §1395 et seq.) shall be a
covered person under a policy. required to be offered pursuant to

~gection 56 of PL. 7 c¢. (C. )now pending before the

Legislature as this bill).

(2) A health insurer shall not sell a policy required .to be
offered pursuant to section 56 of P.L. , ¢. (€. ){now pending
before the Legislature as this bill) to a group which wa$ covered
by health benefits -or health insurance "any time during the
12-month period immediately preceedmg the effective date of
coverage.

¢. (1) Policies required to be offered pursuant to section 56 of
P.L. ,c. (C. )now pending before the Leglslature as this bill)
may contain or provide for coinsurance or deductibles, or both;

———————— =28 pxEEgtthatno deductible shall-be payable i e%cess of a total of

29
30
31
32
33
34
as
36
37
38
39
40
41.
42
43
44
a5
46
47
48
49
50

$250 by an individual or family unit during any benefit year, no
coinsurance shall be paﬁsie 4in.excess of a total of $500 by an
individual or family unit diring any benefit vear, and neither
coinsurance nor deductibles shall apply to physical examinations
or maternity benefits covered pursuant to paragraphs (3) or (4) of
subsection a. of this section. P

(2) Managed care systems may be utilized for coverages
required to be offered pursuant to this section, subject to the
review and approval of the Commissioner of Insurance.

d. Notwithstanding any other law to the contrary, a health

insurer shall file-copies-of all forms -of peliciesreguired -to-be --
offered pursuant to section 56 of P.L. , c. (C. )}now pending

before the Legislature as this bill) for approval with the
Commissianer of Insurance at least 60 days prior to becoming
effective. Unless disapproved by the commissioner prior to its
effective date specifying in what respects. the form is not in
compliance with the .standards.set forth in this subsection, any
such -policy form filed with the commissioner shall be deemed
approved as of its efiective date, provided, however, that policy

forms.shall be effective onleth respect to those policy form .

filings which are  accompanied by an explanation and

identification of the changes being made on a_form prescribed by
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the commissioner. In his discretion,. the commissioner may waive
the 60-day waiting period or any portion thereof.

Policy forms shall not be unfair, inequitable, misleading or

contrary to law, nor shall they produce rates that are excessive,
inadequate or unfairly discriminatory.
e Notwithstanding any other law to the contrary, a_health
insurer shall file all rates and supplementary rate information and
all changes and amendments_thereof for the policies required to
be offered pursuant to section 56 of P.L. , c. (C. J(now
pending before the Legislature as this bill) for approval with. the
commissioner at least €0_days prior to becoming effective.
Unless disapproved by the commissioner prior to their effective
date specifying in what respects the filing is not in compliance
with the staridards set forth in this subsection, any such rates.
supplementary rate information. changes or amendments:_ filed
with the commissioner_shall be deemed approved as of their
effective date. In his discretion, the commissioner may waive
the 60-day waiting period or any portion- thereof.

Rates shall not be excessive, inadequate or unfairly
discriminatory. :

f. _The commissioner shall issue regulations to establish
minimum standards for loss ratios under policies required to be

offered pursuant to section 56 of P.L. , ¢. (C. }(now pending

before the Legislature as this bill). 7

g&.  Notwithstanding any provision of law to the contrarLa
health i insurer shall not be required, in regard to policies required
to_be offered pursuant to section 56 of P.L. , c. (C. }(now
pending before the Legislature as thx.s bill), to provide mandatory
health_care benefits or provide benefits for services rendered by
providers of health care services as otherwise required by law.

h. 'The commissioner shall, pursuant to the provisions of ‘the
"Administrative Procedure Act,” P.L.1968, ¢.410 (C.52:14B-1
et seq.), adopt rules and fegulations necessary to effectuate the
purposes of this section and section 56 of 'P.L. , c. L Jnow
periding before the Leg@at_ure as_this bill), including standards
for terms and. conditions of policies required to be offered
pursuant_to_this section and section 56 of P.L. , c. {C. )now
pending before the Legjslature as this bill) and schedules of

section.

i. Every health insufer shall report annually on or before
March 1 to the Department of Insurance the number of individual
and group policies required to be offered pursuant to section 56
of P.L. ,c. (C. )now pending before the Legislature
bill) that were sold in the preceding calendar year and the number

__of Qgrsémgmﬂﬁunder each: type of policy. The departmént

shall compile and analge this information and shall ~report
annually on or before July 1 its findings and any recommendatxons
it may have to the Governor and the Legislature.?

458, (New section) Nolt‘gnthstandl.rlg any provision of law to the
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1 contrary, a certificate of authority to establish and operate a
2 health maintenance organization in this State shall not be issued
3 or continued by the Commissioner of Health on or after the
4 effective date of this section .unless the health mafiitenance
5 organization offers for sale, on an individual and group basis, and
6 in accordance with accepted underwriting standards, coverages
7 for basic health services for each enrollee covered thereunder.4 -
8 459. (New section) a. The coverages for basic health care
9 services offered ‘pursuant to section 58 of P.L. , c. (€. )now ‘
10 pending before the Legislature as this bill) shall be limited to the
1 following services: ? .
12 (1) Basic hospital expense coverage for a period of 21 days in a :
13 benefit year for each enrollee for services provided for medically
14 necessary treatment and services rendered as a result of injury or
15 sickness, including:
16 (a) Daily hospital room and board, including general nursing
17 care and specia) diets;
18 (b) Miscellaneous hospital services, including services and
19 supplies which are customarily rendered by the hospital and ~
20 provided for use only during any period of confinement;
21 (c) Hospital outpatient services com1stm&of hospital services
22 on the’ daLurgery is Lformed hospltal services rendered within
23 72 hours after accidental injury; and x—ray_and laboratory tests to
24 the extent that benefits for such services would have been
25 provided if rendered to an inpatient of the hospital;
26 (2) Basic medical-surgical services for each enrollee for )
27" medically necessary services for treatment of injury or sickness. .
28 for the following: )
29 - (a) Surgical serwces. B -
30 (b} __Anesthésia services con51stmg of admuustratlon _of -
31 necessary Heral anesthesia and” related procedures _in
32 connection with cavered surgical services rendered by a physician .
33 other than the phxsnclan performing the surgical services;
34 " (c) In-hospital services rendered to'a person who is confined to
35 a hospital for treatment of injury or sickness other than that for
36 which surgical care is required;-
37 {3) Matemity services, including delivery and prenatal care;
38 {4) Out-of-hospital physical examination, . mdudﬂgieMed— -
39 x-rays and diagnostic tests, on the- follomeasxs i ’
40 (a) For enrollees who are less’than two years of age, up to su(__ .
41 examinations during the first two years of life; for enrollees who ' .
42 are minors of two_years of age or older, one examination at age i '
43 3,6,9, 12, 15 and 18 years; _ , LS . E
44 [6) For enrollees who are adults less than 40 years of age, one 3
45 examination every five years; for _enrollees who are 40 6r more- e
46  years of age but less than 60 years of age, one- examination every R
47 three years; and for enrollees who are 60 years of -age or older,
1 48 one examination everuvo years.. .o
T . 49 Notwithstanding the pmvnslons of this section to the contrary, .
. - 50 a health mmntcgance_orgamza,non——maapfgmde—a}temahve————~—~ -

Bl
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1 coverage for services from those requited by this subsection il

2 they are approved by the Commissioner of Insurance and are

3 within the intent of this amendatory and supplementary act, -

4 b. {1) No person who is eligible for coverage under Medicare

5 pursuant to Pub, L. 89-97 (42 U.S.C. §1395 et seq.) shall be an

6 ehrollee under coverage required to be offered pursuant to

7 section 58 of P.L. , c. (C.__Mnow pending before the

8 Legislature as this bill).

9 (2) A health maintenance organization shall not provide
10 coverage for services required to be offered pursuant to section
11 58 .of P.L. , c. "{C. )(now pending before the Legislature as this
12 bill) to a group whxch was covered by health benefits or health
13 insurance.. any time during the 12-month period immediately
14 preceeding the effective date of coverage. ~ T
15 ‘c. (1) Coverage for services required to be offered pursuant to
16 section 58 of P.L. , c¢. (C. J}now pending before the
17 Legislature as this"bill);may contain or provide coinsurance or
18 deductibles, or both; except that no deductible shall be payable in
19 excess of a total of $250 by an individual .or family unit dunng
20. any benefit year, no-coinsurance shall be payable in excess of a
21 total of $500 by an individual or family unit during any benefit
22 year, and neither coinsurance nor deductibles shall apply to
23 physical examinations or_maternity services ¢overed pursuant to
24 paragraphs (3] or (4) of subsection a. of section 58 of P.L. |, c.
25 (C. ){now pending before the Legislature as this bill).

26 (2) Managed care systems may be ufilized for coverage of
27 services required to be offered pursuant to section 58 of P.L. ,
28 c. (C. )(now pending before the Legislature as this bill}, subject
29 to the review and approval of the Commissioner of Insurance.

30 d. Notwithstanding any other law to. the contrary, a health
31 mainteriance organization_shall file copies of all forms for
32 coverages required to be offered pursuant to section 58 of P.L. ,
33 ¢ (G. )now pending before the Legislature .as this bill) for
34 approval with the Commissioner of ‘Insurance at least 60 days
35 prior to becoming effective. Unless disapproved by the
36 commissioner prior to_its_effective date specifying in what
37 respects the form is not in_compliance with the standards set
38 forth in this subsection, any such coverage form filed with the
39 commissioner _shall be deemed approved as of its effective date,
40 provided, however, that coverage forms shall be effective only
41 with . respect to those -coverage form fﬂmgs which are
42 accompanied by an explanation and identification of the changes
43 being made on a form Qrescribéd by the commissioner. In his
44 discretion, the_commissioner may waive the. SO—dax waiting
45 period or any portion thereof.

46 Thése forms “shall not be unfair, _inequitable, _ mlsﬁadmg or
47 contrary to law, nor'shall they produce rates that are excessive,
48 ~  inadequate or unfairly discriminatory.

49 e. Notwithstanding--any other law tgo the contrary, a health

[44]
(=

' mamtenance orga.mzaflon shalI nle all ratesW
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{ rate information and all changes and amendments thereof for the— -
2 coverages required to be offered pursuant to section 68 of P.L.- , =
. 3 c._{C. )Mnow pending before the Leglslature as thxs“blﬁLfor ‘

4  approval with the Commissioner of Insurance at_least 60 days

5 prior to becommg effective.  Unless disapproved by the :

6 commissioner prior_to their effective date specifying in what L

7  respects the filing is not in_compliance with the standards set .

8 forth in. this subsection, any such rates, supplementary rate

9 information, 'changes or amendments filed with the commissioner !

10 shall be deemed -approved as of their effective date. In his - ) b

11 discretion, the ‘commissioner may waive such 60-day waiting N

12 period or any portion thereof. . 4 B
13 Rates shall not be excessive, inadequate or unfairly

14 discriminatory. -
15 f. The Commissioner of Insurance shall issue regulations to

16 establish minimum standards for loss_ratios under coverages

17 required to be. offered pursuant to_section 58 of P.L. |, c. o

18 (C. _)now pending before the Legislature as this bill).

19 g, Notwithstandin'g‘anLgmvis‘ion of law to the contrary, a i
20 health maintenance organization shall not be required, in regard — —
21 to coverages required to be offered pursuant to section 58 of
22 . PL. ,c. (C. )(now pending before the Legislature as this bill), i
23 to provide mandatory health care benefits or services or provide
24 benefits for sérvices rendered - by providers of health care
25  services as otherwise required by law. ~
26 h. The Commissioner of Insurance and the Commissioner of )

i

27 Health shall, pursuant to the provisions of_the "Administrative
28 Procedure Att," P.L.1968, c.410 (C.52:14B-1 €t seq.), adopt rules
T T 28T and regulations nedessarL to effectuate the purposes of this S
30  section and section 58 of P.L. , c. (C. ){now pending before '
31 the Legislature as this bill), including -standards for terms and
32 conditions of health care service coverages requxred ‘to_be offered

33 pursuant to_this section and_section 58 of P.L. ,c. (C. J(now
34 pending before the Legislature as this bill) d schedules of
35 benefits for coverage of services provided for m subsection a. of
36 this section.

37 i. Every health maintenance organization shall repoit annual.ly

38 on or before March 1 to. the Department of Insurance the. number
39, of mdwxdual and mulcoverau required to be offered _mu‘suant
40 to_section 58 of P.L. , c. . (C. )lnow penclmgL before the ’
41 Legislature as this bllthat were sold in_the preceding calendar o
- 42- - year and the number of enrollees under each type of coverage.

43"  The department shall compile and analyze this i information and
44 shall report annually on or_before July 1 its fmdmgg and. any

45 recommendatmns it may _have to the Gove d_the
46 Legislature, .. .
47 j. _A health mamtenance organization which complies with the

48 basic _health _benefits, underwqtmg and _rating standards
) 49  established by the federal government pursuant to subchapter XI
T " -—-"80. of Pub.L, 93-222 (42 U.S.C. §300e et seéq.), shall be deemed in .. .
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1 compliance with this section and section 58 of P.L. , ¢, _(C.
2 ) (now pending before. the Legislature as this bill). 4
3 460. (New section) As used in sections 6Q through 76 of P,L.
4 c. {C. ) (now pending before the Legislature as this bill)y ™~
y 5 - "Eligible student loan expenses” means the cumulative total of
6 the annual student loans covering the cost of attendance at an
7 undergraduate _institution _of _medical or _dental education.
; 8 Intérest paid or due on student loans that an applicant has taken
9 out for use in paying the costs of undergraduate medical or dental
~ 10 education shall be considered eligible for reimbursement under
N 11 the pgograin. The Chancellor of Higher Education may establish
12 a limit on the total amount of student loans which may be
13 redeemed for _participants under the program, provided that the
14 total redemphon of student loans does not exceed $70,000.
15 "Medically underserved area” means an urban or rural area
16 which need not conform to the geographic boundaries of &
17 political subdivision within the State but which shall be defined in
‘18 terms of census - tractsjj possible, which is a rdtional area for
. 19 the dehmmof_health services and which has a medical or dental
20 manpower__shortage as determined by the Commxssxoner of
- - 21 Health; or a population-greup-which the-commissionecdetermines
22 has a medical or dental manpower shortage; or a. public or
23 nonprofit private health care facility or other facility which is so
24 designated.
25 “Primary care’ includes the practice of family medicine,
26 general intermnal medlcme general pediatrics, general obstetrics,
27 gyaecology, and any other areas of medicine which the
28 Commissvioner of Health may define_as primary care. Primary
29 care _also includes the practice of general dentistry and
30 pedodontics. .
31 "Primary Care Physician and Dentist Loan Redempticn
32 Program" means a program whxch pmvxdes for the redemgtnon of
33 . the eligible student loan expenses of its participants.
34 “Undergraduate medical or dental education" means the period
35 of time between entry into medical or_dental school and the
36 award of the medical (M.D., D.0O.) dejLee or derital (D.M.D.,
37 D.D.S) degrée, respectively.4 -~ _
38 - 461, (New_section) . There_is - established @ Primary Care
39 Physician and Dentist Loan Redempnon Program within the
) 40 Department of nglgzr Education. The program shall provide for
41 the redemption. of a portion of the eligible student loan expenses )
' 42 of program participants’ for each year of 'service in a methcalLy
T 43 underserved area of the St ig ione
44  of Health.4 -
45 462, (New section} To be ehglble to participate in the Primary
46  Care Physician: and Dentist Loan ‘Redemption _Program, an
47 applicant shall: ‘ ‘
48 a. Be aresident of theState; . ©
49 b. Be a.graduate of a ‘medical school approved by the State

mswmmE for_the purpose of licensure and
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shall sign a nonbinding agreement with the Department of Higher .

~regidency training if such traxmng reqmred in_a Drimary care
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receiva a recominendation from the school's medical staff
concerning participation in the loan redemption program in the
case of a physician, or be a graduate of a dental school approved
by the New Jersey State Board of Dentistry for the purpose of
licensure and receive a recommendation from the school's dental
staff conceming participation in the loan redemption program in
thg case of a dentist;  ° _ _

¢. In the case .of a physician, have completed a. professional ‘
residency training program and received a recommendation from t
the medical staff of the training program concerning
participation in the loan redemption program; and, i .

d. Agree to gra_cncemedmme or dentistry, as appropriate, in a o
medically underserved area of the State.4 ‘ ll

463. (New section) The Comumissioner of Health, after :
consultation with the Commissioner of «Corrections and the .
Commissioner of Human Services; shall designate and éstablish a '
ranking of medically underserved areas of the State. The criteria i
used by the Commissioner of Health in desxgnatmg underserved
areas shall mclude but not be hmlted to:

a. the ratio of the “supply Df Lmary care physicians and ~
dentists by relative specxalty to__the population under
consideration with a goal of meeting current. standards for
physician and dentist " to_populahon ratios in primary care medical . —

.and dental’s;:uecxaltles_1 .
~ b.__the financial - _xj‘e!svu'rcés of the population__under

i -_—
consideration; ‘ .
* ¢._the popalation's access to medical and dental services; and, )
d ~ aggmgnate _physician and dentist staffing ratjos:in State, - P e

county, miunicipal and private nonprofit health care-facilities.

The commissioner shall annually transmit the list of medically )
underserved areas and the number of positions needed in each , -
area to the Chancellor of Higher Education. 4 : - .

464, (New section) A medical or- dental student’ who is eh@le - ; :
and .interested in participating in théf loan redemption " program ‘ ' : - .

Education upon completion of the. final year of undergraduate
medical or dental training, as appropriate. At ‘the end of the
final year of residency training in the case of a phy_cxan,_gx:d at- : |
the ‘end of the final year of undexxraduat al tramm -or

dental specialty in the case of a dentist, the applicant shall sign a’
contractual_agreement _with. the Department of _Higher
Education. _The agreement shall specify the apghcant s length of ¢
required service and the total amount of gl_lg;ble student loan -
expenses to be redeemed by the St State in return for service, The -
agreement shall also stipulaté that the applicant has knowledg__
of and agreés to the six month jmbatxonary penod required prior
to final acceptance into the pg)gram pursuant to_section -66 of
PL. ,c. (C. ) (now pendm&before the Legglature ‘as’ thls
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1 “65. (New section) Maximum redemption of loans _under the ?
2 loan redemption program shall amount to 15% of principal and
a interest of eligible student loan expenses in retum for one full
4 year of service in a designated medically underserved area of the
5 State, an additional 20% for a second full vear of servite, an
6  additional 25% for a third full year of service and an -additional
7 40% for a fourth full year of service for a total redemption of
. 8 ehgxble student loan expenses of up to, but not to exceed, - .
: ‘9 $70,000. _Service in _a medically underserved area shall begin
10 immediately upon completion of the medical residency training
X 11 program in the case ol a physician, and immediately upon
12 completion of undergraduate dental _training or residency training
13 if such training is required in a primary care dental specialty in ,
14 the case of a dentist.4 ‘ ,
15 466. (New section) Each program participant shall serve 3 six 3
16 month probationary period upon initial placement in a service site ;
17 within the medically underserved area. During that period.
18 medical or dental staff of the service site, as apmopr‘lategshall i
19 evaluate the suitability of the placement -for_the. participant. At 3
20 the end of the probationary period, the medical or dental staff ;
21 shall recommend the continuation of the program participant's ,
22 present placement, a change in placement, or its determination
23 that the participant is an unsuitable candidate for the loan .
24 redempfion program.—If the medical or dental staff of the service
_ _ _ .25 _ site recommends a _change in placement, then the Chancelerof
26 Higher Education shall place the program participant in an v
. 27 alternate placement within a medically underserved area. If the
28 medical or dental staff determines that the program_participant
29 is not a suitable candidate for the program, then the chancellor Co
30 shall take t}us recommendation into consideration in reg,id to
3 the Qngant s final acceptance into the program. No loan ‘- ! e
32 redemption payment shall be made during the six month
33 probationary gériod however, a program participant shall receive ;
!

34 credit for this six month period in_calculating the first year of o
[ mlce mrder‘ﬁre—kUan—redemphormW —_—

36 457, (New section) The Chancellor of Higher Education, in X

37 consultation with the Commissioner of Health, shall match

38 program participants to medically underserved areas based upon

39 the ranking of the underserved areas established by the
' 40 commissioner and on the basis of participant preference.4

41 468, (New section) The Chancellor of Higher Education shall
. 42 annually determine the number of program pesitions available on
43  _the basis of the neéd. for primary care physicians and dentists in
44 medically underserved areas of the State as determined by the
45 Commissioner of Health and the State and federal funds available
46 for the program. Once the number of _program pasitions-has been
47 determined, the chancellor shall select the program participants’ e . '

48 from among those students who have applied to the program and .

S —%—wh&mee%—theﬂtena-es%abhshed@uaﬂt—mseeﬂemewh -
_ &0 c. {(C._. ) (mow _pending before the. Legislature as this
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1 bill). In selecting program participants, the Chancellor of Higher

2 Edycation shall accord priority to applicants in the following

3 manner: '

4 a, First, to any applicant who is completing a fourth, third or

5 second year of a loan redemption contract;

6 b. Second, to any applicant whose residence in the State at the

7 time of entry into post secondary education was within a

8 medically underserved area; and, .

9 c. Third, to any applicant according to_the severity of the
10 physician or dentist shortage in the area selected by the applicant.
11 In the event that there are more applicants who have the same
12 priority than there are program positions, the Chancellor of
13 Higher Education shall select participants by means of a lottery
14 or other form-of random selection.? .
15 .469. (New seE‘tionL 'A_physician or dentist who has previpusly
16 entered into .a-contract with the Department of Higher Education
17 may nullify the agreement by notifying the Department of Higher
18 Education in writing and_ assuming full _responsibility _for
19 repayment of mncxpal and interest at the ‘appropriate market
20° rate of the full amount of the eligible student loan expenses or
21 that portion of the loan which has not been.redeemed by the
22-  State in return for partial fulfillment of the contract. In no
23 event shall service in a medically inderserved area for less than
24 the full calendar year of each period of seérvice entitle the
25 participant to any benefits under the loan redemption program.
26 A participant seeking to nullify the .contract shall be required.to
27 pay the unredeemed portion of indebtedness in-net mare than 10
28 years following termination of the contract minus ‘the _years of
29 service already. served under the contract.4
30 470. {New section) In case of a program participant's.death or
31 total or permanent dlsablhtthhe Chancellor of Higher Education
32 shall nullify the service obligation of the student thereby
33 terminating the student's obligation to repay the un@xd balance
34 , ion_of the loan and the accrued interest ——
35  thereon, or where continued enforcement of the contract may
36 mmmmemm thie chancellor may nullify or suled
37 the service oththlon of the student.4
I8 471.  (New section) In_case of a program partncnpant s.
39 conviction of a felonLor misdemeanor or an_act of gross
40 negligence in the perfof"ir’xance of service obligations or where .the
41 license to practice has been suspended or revoked, the Chancellar -
42  of Higher Education shall have the authority to terminate  the
43 participant 's service in the program and remxest repayment af”
44 the outstanding debt. 4
45 472. (Newsection) A student who is pammL g in a federal
46 program of a similar nature, which provides financial ‘support for
47  students in return for service in underserved areas of the nation,
48 shall not be eligible for parthlLthﬂ in the Ptimary Care
49 Physician and Dentist Loan Rﬂwn Program unless after
50 review and consideration the Cha.ncellqr of  Higher Education

-
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finds that the student has extraordmarLfmanual respons:b:lmeS'

PP,

1
2 making it essential for the student to use the loan resources of = -
3 both federal and State programs. These cases shall be reviewed
4 and approved by the chancellar on anvindividua'l basis. _In these
] cages, the period of service to the State of New Jersey may be
6 served simultaneously with the federal service obligatiog if that
7 obligation is being discharged by service within this State.4
8 473, (New section) Prior_to repayment of the annual amount
9 eligible for redemption, each program participant shall report to _
10 the Depatrtment of Higher Education, in such manner and form as &
11 it shall prescribe, information on the participant's performance
12 of service in the medically underserved area as required under
13 the contract.4
14 474, (New section) The Chancellor of Higher Education and
15 the Commissioner of Health shall jointly establish a procedure for
16 the recruitment of program applicants at medical and dental
17 schools_and health centers. The procedure shall provxde for the
18 participation of the medical and dental stalf, as apprepriate, of
19 those facilities in the selection of appropriate applicants for the
20 program. 4
21 475. (New section) The Department of Higher Education shall
22 annually apply for any federal funds which may be available to
23 implement the provisions of this act.*
24 476. {New section) The State Board of Higher Education shall
25 adopt rules” and regulations pursuant to the "Administrative
26 Procedure Act,” P.L.1968, c.410 {C.52:14B=Tet seq.) as may be
27 necessary to_implement the provisions of sections 60 through 75
28 of P.L. ,c. (C. ){now pending before the Legislature as this
29 billlé .
30 4{144.] 77,4 (New_section) a. Every student-enrolled as 3
31 full-time student at a public or private institution of - higher
32 education in this State shall maintain health insurance coverage
33 which_provides basic_hospital benefits. The coverage shall be
34  ‘maintained throughout the period of the student's enmllr;e?t‘ - Ty !
35 b. Every student enrolled as a full-time studént shall present “
36 - evidence of the health_insurance coverage required by subsection *
37 a. of this section to_the mstxtutlon at least annually, in a manner
38 - prescribed by the institution. < " ,
39 c. The State Board of Higher Educatmnshall require all public-— —~ ———- — - —— .- -
40  and private institutions of higher education in this State to offer )
41 health insurance ‘coverage on_a group or individual basis for
42 purchase by students who are required to maintain the coveragL
43 pursuant to this section. - ) -
44 4d,4 The State Board of Higher Educatxon'khall adopt rules and
45 regulations pursuant to the "Administrative Procedure Act,"
46  P.L.1968, c.410 (C.52:14B-1 et seq.) to carut the purpeses of
47 subsections a., b. and c. of this section.
48 4{d.] e.? The Student -Assistance Board ip the Department of
49 Higher Education shall adoLmles and regau}fad‘ilom to require that
50 a public or prxvate inistitution 'of higher edfication in thls State
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consider the coverage required pursuant to this section as an
educational cost for purposes of determining a student's
eligibility for financial aid.

4e.] f.4 Nothing in this section shall be construed to permit a
hospital in this State to deny access to hospital care to a
full-time student whose health insurance coverage reLd by
this section lapses for any reason.

4f.] g4 The provisions of_this_section shall not apply to a
person who is a participant in the REACH program established
pursuant to P.L.1987, c.282 (C.44:10-9 et seq.).1

4[145. (New section) a. There is established in the Department
of Health a special fund to be known as the "Health Care Cost
Reduction Fund.”

The monies in_the fund are herebx appropriated for the
purposes and in amounts not to exceed the amounts specified in
this subsection: '

(1) Local health planning - $3 million; -

(2) Demographic study-of hospital patients whose accounts are
classified as bad debts ~ $50,000;

(3) Primary Care Physician and Dentist Loan Redemption’

Program - $1 million;

(4) Provision of funds to eight community health centers funded
under section 330 of the "Public Health Service Act,” (42 U.S.C.
§254c.), to enable these centers to expand their hours of
operation to evenings and weekends, and to enhance and advertise

_ their primary health care services as an altematlve to hospital

emergency rooms -~ $10 million;
(5) Expansion of eligibility for the Medicaid pmgram to 185%
of the poverty level for pregnant women and infants up to one
year of age;
(8) Establishment of a "HealthStart Plus” program for pregnant
women and infants up to age one whose income ‘is between 185%
and 300% of the poverty level - $8 million;

(7} Establishment of the "Cor’n@it’ive Initiatives Fund" - $6

million; and

(8) Other reform measures established by law -which are
desxgmzd to contain the cost of uncompensated Gare.

The department shall maintain a separate account for each of
the reform measures funded by the fund.

b. Notwithstanding any law to the contrary, each hospital

whose rates are established by thé Hospital Rate Setting’

Commission pursuant .to P.L.1978, ¢.83 (C.26:2H-1"et al.) shall
pay .53% of its approved revenue base for 1991 to the
Department of Health for deposit in the Health Care Cost
Reduction - Fund ~The hosmtal shall make monthly payments to

AJ__momh_fouowmg the date of enactment of this act, except that

48
49
50

the total amount paid into_the_fund plus. mterest shall not_exceed

"$40 million per year. _The Commxssxoner of Health shall

determine the manner in whlch the payments shall be made.
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c. The commissioner shall report to the Senate institulions,
Health and Welfare Committee and the General Assembly Health
and Human Services Committee quarterly on the status of the
fund. The report shall specify the amount of revenues received
by the fund and the specific_expenditures made, and proposed to
be made, from the fund.!]4

4[248. For all periods for which an audit for reimbursemént for -

uncompensated care through the Uncompensated Care Trust Fund
establ:shed pursuant to P.L.1989, c.1 (C.26:2H-18.4 et seq.) shall
'be conductedghe requirements regarding the determination of
eligibility for charity care pursuant _to sections 9 and 10 of
P.L.1989, c.1 {C.26:2H-18.12 and 18. 13Lshall not apply to a
patient_who is investigated by a county adjuster and found to be

mdlgent by a court of competent jurisdittion pursuant to the-

provisions of chapter 4 of Title-30 of the Revised Stafutes. A
patient so found shall qualify for charity care.2]4

478. (New, section) a. A health insurer shall reimburse all all
_claims or any portion of any claim from an insured or an
insured's assignee, for payment under a_héalth insurance policy,
within 60 days after receipt of the claim by the health insurer. (f
a claim or a portion of a clajm is contested by the health insurer,
the insured or-the insured's asmggee shall be notified inwriting
within 45 days after receipt of the claim- bLhe health insurer,
that  the claim is contested or denied; Hegt that, the
uncontested portion of the claim shall be paid within 60 days
after receipt of the claim by. the health insurer. The notice that
a claifn_is_contested shall -identify the contested @rtlon of the

A health insurer, upon receipt of the addmonal mformatlon

guested from the insured or the insured's assignee shall pay or

deny the contested claim or portion of the contested clalm,
‘within 90 days. -

Payment shall be treated as being made on the date a draft or

other valid instrument which is equivalent to payment was placed -

in the United States mail in a properly addressed, postpaid
envelope or, if not so posted, on the date of delivery.
b. An overdue payment shall bear. sxmple interest at the rate

40
41
42
43
44
45

e

of 1t0% peryear———— )

¢, For the purposes of this section, "health insurer™ means an

insurer authorized to provide health insurance on an individual

basis pufsuant to_chapter 26 of Title 17B of the New Jersey
Statutes.

d. - The Department of Insurance shall adopt rules and
regulations pursuaht to the "Administrative—Procedure . Act,"
P.L.1968, c.410 (C.52:14B-1 et seq.) to carry out the stxons of

47
48
49
50

46"

this sectiom 4 T

479. -(New sectlon]_a. A health insurer shall relmburse all

clmms or_any portion of .any claim_from_an insured or an
insured’'s assignee, for, ‘payment __under a health‘ insurance policy.
within 60-days after receipt of the cldim by the health insurer. - If

ol

-
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1 aclaimor a gortlon of a claim’'is contested by the health i insurer,
2 the insured or the insured's assignee shall be notified in writing ,
K] within 45 days after receipt _of the claim by the health insurer,
q
5

-that the claim is. contested= or denied; except that, the ’ <

uncontested portion of the claim shall be paid within 60 days ’
8 after receipt of the claim by the health insurer, The noticexthat
%, @ claim is_contested shall identify the contested portion of the
8 claim and the reasons for contesting the claim, '
9 +A_ health insurer, upon receipt of the additional information . .
10 requested from the insured or the insured's assignee shall pay or
11 deny ti®*contested claim or portion of the contested claim,

12 within 90 days. .
13 Payment shall be treated as being made on the date a draft or
14 other valid instrument which is equivalent to payment was placed

15 in _the United States mail in ‘a _properly addressed, postpaid
16 envelope or, if not so posted, on the date of delivery.

17 b, An overdue~ pament shall bear simple interest at the rate L
18 of 10% per year.
19 c. For the purposes of this sectlon,;health insurer” means an

20 insurer authorized te provide health insurance on a group basis
21 pursuant to chapter 27 of Title 178 of the New Jersey Statutes.

22 d. The Department of Insurance shall adopt rules and'

23 regulations pursuant to the "Administrative Procedure Act,” !

24 P.L.1968, c.410 (C.52: 14B-1 et seq.) to carry out the provisions of

25  this section.d . -
26. 4g80. (New section) a. A health maintenance organization shall .

27 reimburse all claims or any portion of any claim from an enrollee §

28 or an enrollee s assxgnee., for payment under health maintenance )

o —29 orgamzanon coverage. within 60 days after recexpj of the claim
morgwm or'a mruon
K} of a claim is contested by the health maintehance organization, ‘ o ) -
32 ° the enrollee or the enrollee's assignee: shall -be: notlfle&\n writing : -
33 within 45 days after receipt of the claim.by the health
34 maintenance organization, that the claim is conte ted or denied;

35 except_that, the uncontested portion of the shall be paid
36 within 60 days after receipt of the claim by the health
37 maintenance organization. The notice that a claim is contested’
38 shall 1dent1fy the contested portion of the claim and the reasons
39 for contesting the claim. -

40 A health maintenance organization, u& recelm " of the .

a1 additional _information requested from the enrollee or the - * _
42 enrollee's assignee shall pay or deny the contested claim or ™ ‘ P
43 portion of the contested claim, within 90 days. _ - i
44 Pajment shall be - treated as being made on the 'date a draft or
45 other valid instrument which is equivalent to payment was placed
- 46 in the United States mail in a properly addressed, postpaid
47 ‘envelope or, if not so gosted on_the date of dehverg
48 b. An ovérdue payment shall bear sm_ngle interest at 'the rate
49 of 10% per year.

50 c. For the purposes of this section, "health maintenance

= Lo
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organization” means ‘a health maintenance organization
authorized pursuant to the provisions of P.L.1973, ¢.337
(C.26:2]-1 et seq.).

d. The Department of Health shall adopt rules and reguiatdons
pursuant to the "Administrative Procedure Act,” P.L.1968, c¢.410
(C.52:14B-1 et seq.) to carry out the provisions of this sectien,

\481. (New section) The Commissioner of Health shall, to the
extent possible and reasonable within the Department of Health's
responsibilities under P.L.1971, €.136 (C.26:2H-1 et seq.),
coordinate its annual inspection of a hospital with the triennial
inspection . conducted by the Joint Commiission for the
Accreditation of Healthcare Organizations to prevent duplnra?tlon

during the inspection process.4

482, (New_section) a. There is_created a Health Care Cost
Reduction Advisory Committee. The members shall include: the
Commissioners of Health, Human Services and dnSurance and the:
Public Advocate, or their designees who shall serve ex officio;
two members of the Senate to be appointed by the President
thereof, no more than one of whom shall be of the same political
party, and two members of the General. Assembly to be appointed
by the Speaker thereof, no more than one of whom shall be of the
same political party; two public members who have professional
ex@rtisé in : the area of health care financing, one each to be
appointed by the President of the Senate and the Speaker of the
General Assembly, and nine_members agpomted by the Governor
as follows: one marson who represents the Office of the Governor
who shall serve ex officio_and eight public members who include

three persons who represent payers, one to be appointed upon the

recommendation of Blue Cross and Blue Shield of New—jersey,

Inc., one upon the recommendation of the Health Insurance
Association of America and one upon the recommendation of the
New JJseLHealth Maintenance Association; one person who
represents hospitals in the State, to be appointed upon the
récommendation of the New Jersey Hospital Association; one
person who represents business and ihdustry in this State, to be
appointed upon the recommendation of the New Jersey Business
and Industry Association; one  person who represerits organized
labor in this State, to be appointed upon the recommendation of.
the New Jersey State AFL-CIO; and twu “persons— who—are -

_consumers of health care.

The public members shall serve for a term of two years and be

eligible for reappointment for an additionaf"iwo—yeat term,

except that of the pubhc membexs fust ap@ﬂted four shall be

year. Vacanmes in the advmory ommlttee shall be filled in the
same manner. as the original ampmtments were made for the

unexpired term. -
The advisory committee shall organize as soon as practicable
after the appointment of its members and- shall select .a

chairperson from among its public members. Members of the

-
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advisory committee shall serve without compensation but shall be
reimbursed for the necessary expenses incurred “in the
performance of their duties as members of the advisory
committee. -

b. The advisory committee shall:

(1) Review and assess the effectiveness of the health care
reform initiatives pravided for in this act which are designed to
reduce uncompensated care_and health care costs, "and expand
health insurance coverage in the = State, and make such
recommendations to the Governor and the Legislature as the
advisory committee deems necessary;

{2) Make recommendations to the Commissioner of Health on
the procedures that shall ‘be used to audit uncompensated care at
the hospitals,  including methods of indigent care cost recovery
and: bad debt collection by the hospitals; and

(3= Make recommendations to the Governor and the
Legislature on additional methods of fundmg_imcoansated care
that may be used to supplement or replace fundm?L methods
already implemented.

c. There- is .created within th advxsory committee a
five-member subcommittee to revxew_me existing funding and
technical support for the Hospital Rate Setting Commission.

The subcommittee members shall be appointed by the Governor
and shall include: one person who represents hospitals in the
State, to be appointed ‘upon the recommendation—ef—the New
Jersey Hospital Association; one person who represents business

and _industry in this State, to be appointed upon the

recommendation of the New Jersey Business and Industry
Association; one person who represents organized labor .in this
State, to be appointed upon the recommendation of the New . .
Jersey State AFL-CIO; and two persons who are consumers of
health care.

The_members of the subcommxttee may be members of the
advisory committee. The members df the subcommittee shall
serve for a term of 12 months. Vacancies in the subcomimittee
shall be filled in the same manner as thé onglgal apmmtments
were made for the unexpired term.

The subcommittee shall organize as soon as practicable. a.f.tenﬂ_, ——
“the appointment of its members and shall select a chairperson

from among its members. Members. of the .subcommittee shall
serve without compensation but shall be reimbursed for nécessary -
expenses incurred in the performance of their duties as members
of the subcommittee.

The _ subcommittee shall report its findings and
recommendations to ‘the Commissioner -of _Health . a_nd' the
chairmen of the Senate Institutions, /Health and Welfare
Committee and the Assembly Hes#h and Human Services
Cominittee no later than three monthg after the effective date of
this act.4

483. ‘Section 1 of P.L.1989, c.19 (C.45:9-22.4) is amended to

I
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1. For the purposes of this act:

"Health care service” means a business entity wh:ch provndes
on an inpatient or outpatient basis: testing for or diagnosis or
treatment of human disease or dysfunction; or dispensing of drugs

\ . L. .
or medical devices for the- treatment of human disease or

dysfunction. Health care service includes, but is not limited to, a
biganalytical laboratory, pharmacy, home health care agency,
rehabilitation facility, nursing home, hospital, or a facility which
provides radiological or other diagnostic imagery services,
physical therapy, ambulatory surgery, or ophthalmic services.
"Immediate family” means the practitioner’'s spouse and
children,” the practitioner's siblings and parents, the
practitioner’'s spouse’s siblings and parents. and the spouses of
the practitioner’s children. .
. ."Practitioner" means ;a physician, chlropractor or podlatnst
licensed pursuarit to Title 45 of fhe Revised Statutes. -~
"Slgmflcant beneflclal interest” means any financial interest

[that is equal to or greater than the lesser of: (1) 5% of the whole

or (2) $5,000.00]; but daes not include ownership of a building
wherein the space is leased to a person at the _revailing rate
under a straight lease agreement, or any interest held in publicly
traded securities.4
(cf: P.L.1989, c.19, s.1)
- 138.] 2[46.1] 4[47.21 84.4 The followmg are repealed:

Sections 3, 6 and 11 of P.L.1971, ¢.136 (C.26:2H=3, C.26:2H-6 -

and C.26:2H-11); -

P.L.1987, c.118 (C.26:2H-5.2 through 5. 6, mcluswe). 4[and]4
P.L. 1979 €.272 (C 18A:72D-1 through 18A:72D-11, mcluswe)4

S —

(C262H=18 T etal.lt

31
32
33
34
35
36
37
38
39
40
1
42
43
44
45
46
47

485 Thxs amendatorgand suplementary act shall be known and
may be cited as the "Health Care Cost Reduction Act."4

139.] 2[47.1] 4(48.2] 86.4 This act shall take efféct on the 30th
day aftef enactment, except that sections 4[5 and 6] 1 1 through
26, inclusive, shall take effect on July 1, 1991, sections 1 through

8 and 11 through 24, inclusive, and section 26 shall expire on June

30, 1992. section 29 shall take effect on the 120th day_ifje';

1992 4and secnons 50, 52, 54, 56 and 58 shall take effect on the
90th da)LaTter enactment?. -

HEALTH

Designated the "Health Care Cost Reduction ‘Act" and

implements recommendations of the Governor's Commission on
Health Care Costs. [ :
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the Department of Higher Education, in such manner and form as
it shall prescribe, information on the participant's performance
of service in the medically underserved area as required under
the contract.

35. (New section) The Chancellor of Higher Education and the
Commissioner of Health shall jointiy establish a procedure for the
recruitment of program applicants at medical schools and health
centers. The procedure shall provide for the participation of the
medical staff of those facilities in the selection of appropriate
applicants for the program.

36. (New section) The Department of Higher Education shall
annually apply for any federal funds which may be available to
implement the provisions of this act.

37. (New section) The State Board of Higher Education shall
adopt rules and regulations pursuant to the "Administrative
Procedure Act,” P.L.1968, c.410 (C.52:14B-1 et seq.) as may be
necessary to implement the provisions of this act.

38. The following are repealed:

Sections 3, 6 and 11 of P.L.1971, ¢.136 (C.26:2H-3, C.26:2H-6
and C.26:2H-11);

P.L.1987, c.118 {C.26:2H-5.2 through 5.6, inclusive); and

P.L.1979, c.272 {(C.18A:72D-1 through 18A:72D-11, inclusive).

39. This act shall take effect on the 30th day after enactment,
except that sections 5 and 6 shall take effect on January 1, 1992.

SG\/@M& STATEMENT

This bill adopts major recommendations of the Governor's
Commmission on Health Care Costs to reform the State's health
care systemn.

The bill makes significant changes in the certificate of need
and health planning process. The bill establishes a State Health
Planning Board which shall develop and annually review a State
Health Plan. The plan will be used as the basis for approving all
certificate of need applications. The bill also establishes a
system of local health planning whereby the Goverpor will
designate at least five local health planning regions. Each region
will establish a local advisory board, which shall be a nonprofit
corporation, to conduct local health planning and make
recommendations for the State Health Plan, and to perform
certificate of need reviews.

The bill changes the composition of the Hospital Rate Setting
Commission to remove ihe Commissioners of Health and
Insurance and replace them with two public members, one of
whom represents business or labor as a purchaser of health care
services. '

The definition of "health care service" is broadened to include
any service which is the subject of a health planning regulation
adopted by the Department of Health and any service or

e
%
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acquisition, including a service provided by, or acquisition of. a
physician in the physician's private practice, with a total project
cost that is greater than $1 million.

The bill expands the Medicaid eligibility level to cover
pregnant women and children up to one year of age whose income
is up to 185% of the federal poverty level. The bill also requires
Medicaid to make the option of participating in a managed care
health care program available to all Medicaid recipients within
five years. Also, the bill expands the Medicaid program's Garden
State Health Plan (a State-operated health maintenance
organization) to permit individuals who do not have health care
coverage and small businesses which do not provide health care
coverage to their employees, to purchase coverage through the
Garden State Health Plan. The premiums paid by these
individuals and small businesses will be determined by the
Commissioner of Human Services and will be sufficient to fund
the cost of the benefits under the plan. i

" The bill amends section 2 of P.L.1959, c.90 (C.2A:53A-g) to
eliminate the $10.000 limitation on liability for hospitals.

The bill amends section"8 of B,L.1977, c.240 (C.24:6E-7). the
"Prescription Drug Price and Quality Stabilization Act,” to allow
one line prescription forms to be used by a physician, dentist,
veterinarian or other authorized prescriber. The prescription
form shall contain one _“Tjture line for the prescriber’s
signature, and unless the pic:criber handwrites "brand necessary"
or "brand medically necessary,” the signature shall designate
approval of genéric substitution of a drug:by a pharmacist.

. {Unless the prescriber evplicitly states that a brand name drug

product is necessary when transmitting an oral prescription. by
using the phrase “brand necessary” or “brand medically
necessary,” a different brand name or nonbrand name (generic]
drug product shall be dispensed by :the pharmacist.

The bill prohibits a physician from dispensing more than a
four-day supply of drugs or medicines to a patiént, for profit.
However, the dispensing prohibition shall not apply to a physician:
(a) who dispenses drugs or medicines in a publicly subsidized
family planning or prenatal clinic, if the drugs or medicines that
are dispensed are directly related to the services provided at the
clinic; (b) whose practice is situated 10 miles or more from a
licensed pharmacy; (c) when he dispenses allergenic extracts and
injectables; or (d) when he dispenses drugs pursuant to an
oncological or AIDS protocol.

Finally, this bill establishes a Primary Care Physician Loan
Redemption Program in the Department of Higher Education.
The program is to provide for the redemption of a portion of the
eligible student loan expenses of program participants for each
year of service in a medically underserved area of the State as
designated by the Commissioner of Health.

To be eligible to participate in the program, an applicant shall:

a. Be a resident of the State;
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b. Be a graduate of a medical school recognized by the State
Board of Medical Examiners for the purpose of licensure and
receive a recommendation from the school's medical staff in
regard to participation in the loan redemption program;

c. Have completed a professional residency training program
and receive a recommendation from the medical staff of the
training program in regard to participation in the loan redemption
program, and,

d. Agree to practice in a medicaily underserved area of the
State.

The bill establishes an order of priority for the selection of
eligible applicants for the program.

The maximum redemption of loans under the program shall be
25% of principal and interest of eligible student loan expenses in
return for one full year of service in a designated medically
underserved area of the State, an additional 35% for a second full
year of service, and an additional 40% for a third full year of
service for a total redemption of eligible student loan expenses of
up to, but not to exceed, $40,000.

The bill directs the Chancellor of Higher Education to annually
apply to the federal government for any federal funds which may
be available to implement the loan redemption program. The
federal Public lealth Service Amendments Act of 1987
established new authority for the creation of federal and state
loan redeinption programs for physicians and made federal
matching funds ava.lable for such state programs.

Finally, the bill repeals sections 3, 6 and 11 of P.L.1971, ¢.136
(C.26:2H-3, 6, 11), concerning the health planning process that
had been mandated by federal law. It also repeals P.L.1987,
c.118 (C.26:2H-5.2 through 5.6) which established local health
planning agencies. These provisions have been replaced by new
provisions applicable to the State health planning process
established in this bill. The bill also repeals P.L.1979, ¢.272
(C.18A:72D-1 et seq.) concerning a medical student loan
forgiveness program. This program was not successful in
attracting medical students to work in medically underserved
areas, and is replaced with a new program in this bill.

HEALTH

Implements recommendations of Governor's Commission on
Health Care Costs.



[CORRECTED COPY]
ASSEMBLY APPROPRIATIONS COMMITTEE
STATEMENT TO
[THIRD REPRINT]

SENATE, No. 3201

with Assembly committee amendments

STATE OF NEW JERSEY
DATED: JUNE 13, 1991

The Assembly Appropriations Committee favorably reports
Senate Bill No. 3251 (3R) with committee amendments.

As amended by committee, this bill adopts several major
recommendations of the Governor's Commission on Health Care
Costs to reform the State's health care system.

The amended bill creates the "New Jersey Health Care Trust
Fund" to replace the "New Jersey Uncompensated Care Trust
Fund" established pursuant to P.L.1989, c.1 (C.26:2H-18.4 et seq.),
which expired on December 31, 1990. The New Jersey Health Care
Trust Fund would be effective on July 1, 1991 and would expire 12
months later, on June 30, 1992.

The bill repeals P.L.1989, c.1 and re-enacts the substantive
provisions of that law, except that the bill caps the uncompensated
care add-on at 19.7%.

The bill links the New Jersey Health Care Trust Fund to the
Medicaid program in order to enable the State to claim federal
Medicaid matching funds for uncompensated care that is provided in
"disproportionate share" hospitals (i.e., hospitals whose
uncompensated care costs are equal to or above the median of those
costs in the State).

The bill requires hospitals to submit to the Department of
Health demographic and other pertinent information about patients
whose accounts are classified as bad debts, so that more can be
learned about the persons whose care is paid for through the New
Jersey Health Care Trust Fund. Further, the State Treasurer is
required to report to the department income information about
those patients whose income tax refund or homestead rebate is
withheld to pay for overdue hospital bills. The information from
the demographic "audit" of the persons who use the fund will be
included in the first of two reports to the Legislature and Governor
on the status of the fund which the Commissioner of Health is
required to make six and 11 months after the effective date of the
bill, respectively.

The bill establishes a pilot program to fund primary care for
indigent persons in three community health centers, rather than in
hospital emergency rooms. The Commissioner of Health will select
three hospitals, one each in the northern, central and southern
regions of the State. Each of the hospitals will sign agreements



with a local community health center and agree to refer emergency
room patients who do not need emergency medical care to the
health centers for appropriate medical care. The health care of
those patients referred to the health centers who qualify for charity
care will be paid for through the trust fund.

In order to provide funding for various health care initiatives
that should reduce the cost of uncompensated care in the State, the
bill establishes the "Health Care Cost Reduction Fund" and requires
each hospital to pay the Department of Health .53% of its approved
revenue base for 1991, for the next 24 months, for deposit in the
fund. The monies in this special fund shall be used for funding:

(1) Local health planning;

(2) A demographic study of hospital patients whose accounts are
classified as bad debts;

(3) The Primary Care Physician and Dentist Loan Redemption
Program (established in this bill);

(4) The provision of funds to certain federally funded community
health centers, to enable these centers to expand their hours of
operation to evenings and weekends, and to advertise their primary
health care services as an alternative to hospital emergency rooms;

(5) The expansion of eligibility for the Medicaid program to
185% of the poverty level for pregnant women and infants up to one
year of age;

(6) Establishment of a "HealthStart Plus" program for pfegnant
women and infants up to age one whose income is between 185%
and 300% of the poverty level;

(7) Establishment of the "Competitive Initiatives Fund" to
strengthen relationships between hospitals and community health
centers; and

(8) Other reform measures established by law which are designed
to contain the cost of uncompensated care.

The bill revamps the certificate of need and health planning
process by establishing a State Health Planning Board to develop
and annually revise a State Health Plan. The planning board will
replace the current Statewide Health Coordinating Council, or
SHCC. The State Health Plan will be used as the basis for
approving all certificate of need applications. The bill also
establishes a system of local health planning whereby the Governor
will designate at least five local health planning regions. Each
region will establish a local advisory board, which shall be a
nonprofit corporation, to conduct local health planning and make
recommendations for the State Health Plan, and to perform
certificate of need reviews. The five local advisory boards will
replace the current three health systems agencies, or HSAs.

The bill changes the composition of the five-member Hospital
Rate Setting Commission to remove the Commissioners of Health
and Insurance and replace them with two public members, one of
whom represents business or labor as a purchaser of health care
services. The bill also specifies that the member who has



experience in hospital administration or finance shall not be an
employee of a hospital.

For the purpose of requiring a certificate of need (CN), the bill
specifies the types of services, equipment or facilities to which the
CN requirement would apply, regardless of ownership. The
requirement to obtain a CN would apply to:

a. The initiation of any health care service as provided in
section 2 of P.L.1971, ¢.136 (C.26:2H-2);

b. The initiation by any person of a health care service which is
the subject of a health planning regulation adopted by the
Department of Health;

c. The purchase by any person of major moveable equipment
whose total cost is over $1 million;

d. The expenditure by a licensed health care facility of over $1
million for modernization or renovation of its physical plant, or for
construction of a new health care facility; and

e. The modernization, renovation or construction of a facility by
any person, whose total project cost exceeds $1 million, if the
facility-type is the subject of a health planning regulation adopted
by the Department of Health.

The commissioner may periodically increase the monetary
thresholds established in the bill, by regulation, to reflect
inflationary increases in the costs of health care equipment or
construction. Also, the bill specifies that "person" includes a
corporation, company, association, society, firm, partnership and
joint stock company, as well as an individual. It is the intent of this
bill, however, that the changes in the CN requirements shall not
affect a physician who seeks to open or maintain a "traditional"
type of office for the private practice of medicine.

The bill increases the fees for filing an application for a
certificate of need. The bill establishes a minimum fee of $5,000
and provides that the fee for a project costing more than $1 million
but less than $10 million will be $5,000 plus .05% of the total
project cost, and the fee for a project costing $10 million or more
will be $5,000 plus 1.0% of the total project cost, except that the
maximum fee shall be $100,000.

The bill clarifies the hospital rate setting appeal process to limit
individual hospital appeals (other than those resulting from changes
in statutes and regulations or those changes affecting more than
one hospital) to a review of a hospital's full revenue base. This
should reduce the number of appeals for single items since a
hospital's full revenue base would be subject to review for each
appeal, rather than just that part of the revenue base related to the
object of the appeal.

The bill adopts several reforms concerning the State Medicaid
program.

e The Medicaid eligibility level is expanded to cover pregnant
women and children up to one year of age whose income is up to
185% of the federal poverty level.



e Medicaid would be required to prepare a five-year plan to
develop a Statewide network of managed care providers for
Medicaid recipients.

e The Medicaid program's Garden State Health Plan (a
State-operated health maintenance organization) is expanded to
permit individuals who do not have health care coverage and small
businesses which do not provide health care coverage to their
employees, to purchase coverage through the Garden State Health
Plan.

e All health maintenance organizations in the State would be
required to submit a plan to the Commissioner of Human Services
to enroll recipients of Medicaid.

e The Commissioner of Human Services will be required to
report to the Governor and the Legislature on ways to increase the
number of Medicaid providers, to improve Medicaid provider
relations with the Medicaid program, to reduce administrative
burdens encountered by Medicaid providers, and to streamline
Statewide administration of the Medicaid program.

The bill prohibits a physician from dispensing more than a
seven-day supply of drugs or medicines to a patient. However, the
dispensing prohibition shall not apply to a physician: {(a) who
dispenses drugs or medicines in a hospital emergency room, a
student health center at an institution of higher education, or a
publicly subsidized family planning or prenatal clinic, if the drugs or
medicines that are dispensed are directly related to the services
provided at the clinic; (b) whose practice is situated 10 miles or
more from a licensed pharmacy; (c) when he dispenses allergenic
extracts and injectables; (d) when he dispenses drugs pursuant to an
oncological or AIDS protocol; or (e) when he dispenses salves,
ointments or drops.

Under the provisions of the bill, physicians, chiropractors, and
podiatrists, or members of their family who own a "significant
beneficial interest"” in a health care service would be prohibited
from referring patients to that service. This provision amends
P.L.1989, c.19 (C.45:9-22.5), the law requiring a practitioner to
disclose his significant beneficial interest to patients he refers to
the service. The provisions of this bill "grandfather in" those
practitioners who had a significant beneficial interest prior to the
effective date of the bill, so that these practitioners would
continue to be able to refer their patients so long as they disclose
the financial interest. The prohibition on referrals shall not apply,
however, to radiation therapy, lithotripsy or renal dialysis services.

The bill amends P.L.1959, ¢.90 (C.2A:53A-8) to raise the
limitation on liability for hospitals from $10,000 to $250,000.

The bill requires hospital service corporations, medical service
corporations, health service corporations, commercial insurers and
certain health maintenance organizations to offer mini-health care
coverages in accordance with accepted underwriting standards for
benefits or services specified in the bill. The required coverage




would include for each covered insured:

1. Hospital inpatient care for a period of 21 days in a benefit
year,;

2. Hospital outpatient services on the day surgery is performed;
hospital services rendered within 72 hours after accidental injury;
and hospital outpatient X-ray and laboratory tests that would have
been provided if treated on an inpatient basis;

3. Medical-surgical services consisting of surgical services,
anesthesia services and in-hospital services to nonsurgical patients;

4. Maternity benefits including cost of delivery and prenatal
care; and

5. Out-of-hospital physical examinations on a schedule
established in the bill.

The bill allows insurers and health maintenance organizations to
provide alternative benefits or services to those specified above if
they are approved by the Commissioner of Insurance and are within
the intent of the bill.

The coverage required to be offered under the bill may be
subject to coinsurance and deductibles. However, deductible
payments may not exceed $250 by an individual or family unit;
coinsurance payments may not exceed $500 by an individual or
family unit; and neither deductibles nor coinsurance may apply to
physical examinations or maternity benefits. The bill also provides
that the provisions of current law which mandate benefits and
providers would not be applicable to the coverages required to be
offered under this bill and that managed care systems may be
utilized subject to the review and approval of the Commissioner of
Insurance. The bill prohibits insurers and health maintenance
organizations from selling mini-coverages required to be offered by
this bill to groups which were covered by health benefits within the
preceding 12 months.

The bill establishes a Primary Care Physician and Dentist Loan
Redemption Program in the Department of Higher Education. The
program is to provide for the redemption of a portion of the eligible
student loan expenses of qualified medical and dental students for
each year of service in a medically underserved area of the State as
designated by the Commissioner of Health. The maximum
redemption of loans under the program shall be 15% of principal and
interest of eligible student loan expenses in return for one full year
of service in a designated medically underserved area of the State,
an additional 20% for a second full year of service, an additional
25% for a third full year of service, and an additional 40% for a
fourth full year of service, for a total redemption of eligible
student loan expenses of up to, but not to exceed, $70,000. The bill
directs the Chancellor of Higher Education to annually apply to the
federal government for any federal funds which may be available to
implement the loan redemption program. The federal Public Health
Service Amendments Act of 1987 established new authority for the
creation of federal and state loan redemption programs and made



federal matching funds available for such state programs.

The bill requires commercial health insurers and health
maintenance organizations to reimburse all claims within 60 days
after receipt of the claim by the insurer or health maintenance
organization, unless the claim is contested.

The bill establishes a 19-member Health Care Cost Reduction
Advisory Committee to review and assess the effectiveness of the
health care reform initiatives provided for in the bill. The
committee will report its recommendations to the Governor and
Legislature. Also, the bill establishes a subcommittee of the
advisory committee to review the existing funding and technical
support for the Hospital Rate Setting Commission.

Finally, the bill repeals sections 3, 6 and 11 of P.L.1971, c.136
(C.26:2H-3, 6, 11), concerning the health planning process that had
been mandated by federal law in 1971. It also repeals P.L.1987,
c.118 (C.26:2H-5.2 through 5.6) which established local health
planning agencies. These provisions have been replaced by new
provisions applicable to the State health planning process
established in this bill. The bill also repeals P.L.1979, ¢.272
(C.18A:72D-1 et seq.) concerning a medical and dental student loan
forgiveness program. This program was not successful in attracting
medical or dental students to work in medically underserved areas,
and is replaced with a new program in the bill.

COMMITTEE AMENDMENTS:

The committee amendments make the following changes in the
bill:
e (Create the "New Jersey Health Care Trust Fund," which will
replace the "New Jersey Uncompensated Care Trust Fund," and
re-enact the substantive provisions of P.L.1989, c.1 {sections 1
through 24 and 26);
e Link the Health Care Trust Fund to the Medicaid program to
enable the State to claim additional federal Medicaid funds for
uncompensated care, in accordance with an option permitted states
under the federal Omnibus Budget Reconciliation Act of 1990,
Pub.L.101-508 (sections 1, 2, 4, 5, 6 and 7);
® Require each hospital to reimburse a county welfare agency for
the nonfederal share of costs associated with the stationing of an
employee of that agency at the hospital to perform Medicaid
eligibility determinations, rather than the county welfare agency
being responsible for those costs (sections 9 and 10);
® Provide that hospitals would not have to carry out the bad debt
collection procedures for outstanding balances that are less than
$250 (section 11);
® Provide for a demographic study of the people whose hospital
accounts are classified as bad debts (section 13);
e Require that the information compiled by the Department of the
Treasury about the income of persons whose income tax refund or
homestead rebate was applied to recover an outstanding amount on




a hospital patient's account include an additional income category,
to identify the numbers of persons whose income is below $10,000
and between $10,000 and $20,000 (section 14);

® Require the State Auditor to conduct quality control reviews of
the Department of Health's annual audits of hospitals’
uncompensated care (section 15);

® (Change the date for the establishment of a pilot program for
designated urban hospitals and community health centers from July
1 to September 1, 1991 (section 23);

e Insert additional language regarding the objects of expenditure
from the Health Care Cost Reduction Fund to clarify which
community health centers shall be eligitle to receive monies from
the fund, and indicate the purpose of the Competitive Initiatives
Fund (section 25);

e Exempt purchases of major moveable equipment contracted for
prior to July 1, 1991 from the certificate of need requirement and
provide that certain physicians and health maintenance
organizations may seek a waiver from the certificate of need
process, under certain circumstances (section 30);

e Include major moveable equipment in the definition of capital
construction projects for the purposes of the three-year cap on
hospital capital construction projects (section 32);

e Establish a maximum certificate of need application fee of
$100,000 (section 36);

® Change from one to 10 the number of unused health care facility
beds based upon which the Commissioner of Health may reduce a
facility's licensed bed capacity, and changes the beginning date for
the two-year period of the commissioner's review of utilization at
a facility from July 1, 1989 to January 1, 1990 (section 38);

e Require a hospital to notify the Hospital Rate Setting
Commission about any discounted payment rate arrangement with a
third party payer, and prohibit the hospital from recovering revenue
lost through such an arrangement through its rates (section 39);

e Prohibit a physician from dispensing more than a seven-day
supply of drugs or medicines to a patient. The bill previously
prohibited the dispensing of more than a four day supply, for profit,
but allowed dispensing for any period of time if the drugs were
provided at or below cost. Amendments also add salves, ointments
and drops to the exceptions to this requirement (section 46);

e Exempt certain therapeutic health care services from the
restrictions on physician referral of patients (section 47);

® Require health insurers and certain health maintenance
organizations to offer mini-health care (bare bones) coverages
(sections 49 through 59);

e Mandate claim payment deadlines for individual and group health
insurers and HMO's (sections 78, 79 and 80);

e Provide for coordinated health care facility inspections by the
Department of Health and the Joint Commission for the
Accreditation of Healthcare Organizations (section 81);



o Establish a Health Care Cost Reduction Advisory Committee
(section 82); and
¢ Amend the definition of "significant beneficial interest” in
P.L.1989, c.19 (C.45:9-22.4) to delete the dollar threshold (section
83).

As amended by the committee, this bill is identical to Assembly
Bill No. 5000 ACA, which the committee also reported favorably on
this date.
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SENATE, No. 3251

with committee amendments

STATE OF NEW JERSEY

DATED: MARCH 11, 1991

The Senate Institutions, Health and Welfare Committee
favorably reports Senate Bill No. 3251 with committee amendments.

As amended by committee, this bill adopts several major
recommendations of the Governor's Commission on Health Care
Costs to reform the State's health care system.

The bill revamps the certificate of need and health planning
process by establishing a State Health Planning Board to develop and
annually revise a State Health Plan. The planning board will replace
the current Statewide Health Coordinating Council, or SHCC. The
State Health Plan will be used as the basis for approving all
certificate of need applications. The bill also establishes a system of
local health planning whereby the Governor will designate at least
five local health planning regions. Each region will establish a local
advisory board, which shall be a nonprofit corporation, to conduct
local health planning and make recommendations for the State
Health Plan, and to perform certificate of need reviews. The five
local advisory boards will replace the current three health systems
agencies, or HSAs.

The bill changes the composition of the five-member Hospital
Rate Setting Commission to remove the Commissioners of Health
and Insurance and replace them with two public members, one of
whom represents business or labor as a purchaser of health care
services. The bill also specifies that the member who has experience
in hospital administration or finance shall not be an employee of a
hospital.

For the purpose of requiring a certificate of need (CN), the bill
specifies the types of services, equipment or facilities to which the
CN requirement would apply, regardless of owmership. The
requirement to obtain a CN would apply to:

a. The initiation of any health care service as provided in
section 2 of P.L.1971, ¢.136 (C.26:2H-2);

b. The initiation by any person of a health care service which is
the subject of a "health planning regulation adopted by the
Department of Health;

c. The purchase by any person of major moveable equipment
whose total cost is over $1 million;

d. The expenditure by a licensed health care facility of over $1
million for modernization or renovation of its physical plant, or for
construction of a new health care facility; and
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e. The modernization, renovation or construction of a facility by
any person, whose total project cost exceeds $1 million, if the
facility-type is the subject of a health planning regulation adopted
by the Department of Health.

The commissioner may periodically increase the monetary
thresholds established in the bill, by regulation, to reflect
inflationary increases in the costs of health care equipment or
construction. Also, the bill specifies that "person" includes a
corporation, company, association, society, firm, partnership and
joint stock company, as well as an individual.

The bill increases the fees for filing an application for a
certificate of need. The bill establishes a minimum fee of $5,000
and provides that the fee for a project costing more than $1 million
but less than $10 million will be $5,000 plus .5% of the total project
cost, and the fee for a project costing $10 million or more will be
$5,000 plus 1.0% of the total project cost.

The bill clarifies the hospital rate setting appeal process to limit -
individual hospital appeals (other than those resulting from changes
in statutes and regulations or those changes affecting more than one
hospital) to a review of a hospital's full revenue base. This should
reduce the number of appeals for single items since a hospital's full
revenue base would be subject to review for each appeal, rather than
just that part of the revenue base related to the object of the appeal.

The bill adopts several reforms concerning the State Medicaid
program.

e The Medicaid eligibility level is expanded to cover pregnant
women and children up to one year of age whose income is up to
185% of the federal poverty level.

e Medicaid would be required to prepare a five-year plan to
develop a Statewide network of managed care providers for Medicaid
recipients. The plan would be prepared within one year and
submitted to the Governor and the Legislature.

e The Medicaid program's Garden State Health Plan (a
State-operated health maintenance organization) is expanded to
permit individuals who do not have health care coverage and small
businesses whjch do not provide health care coverage to their
employees, to purchase coverage through the Garden State Health
Plan. The premiums paid by these individuals and small businesses
will be determined by the Commissioner of Human Services and will
be sufficient to fund the cost of the benefits under the plan.

e All health maintenance organizations in the State would be
required to submit a plan to the Commissioner of Human Services to
enroll recipients of Medicaid. The plan would include the terms and
conditions for enrolling Medicaid recipients, including the number of
recipients that can be enrolled, the health care services that will be
offered, and an estimate of the per capita cost for enrollment of
these persons.

e The Commissioner of Human Services will be required to
report to the Governor and the Legislature on ways to increase the



number of Medicaid providers, to improve Medicaid provider
relations with the Medicaid program, to reduce administrative
burdens encountered by Medicaid providers, and to streamline
Statewide administration of the Medicaid program.

The bill amends P.L.1959, c.90 (C.2A:53A-8) to eliminate the
$10,000 limitation on liability for hospitals.

The bill amends section 8 of P.L.1977, c.240 (C.24:6E-7), the
"Prescription Drug Price and Quality Stabilization Act,” to allow one
line prescription forms to be used by a physician, dentist,
veterinarian or other authorized prescriber. The prescription form
shall contain one signature line for the prescriber's signature, and
unless the prescriber handwrites "brand necessary,” "brand medically
necessary,” or words of similar meaning which express a medical
necessity for the brand name drug product, the signature shall
designate approval of generic substitution of a drug by a pharmacist.
The bill also provides that whenever substitution is indicated, the
pharmacist shall inform the consumer of the price savings that would
result from generic substitution. Presently, the law requires the
pharmacist to inform the consumer of the price savings at the
consumer 'S request.

The bill prohibits a physician from dispensing more than a
four-day supply of drugs or medicines to a patient, for profit.
However, the dispensing prohibition shall not apply to a physician: (a)
who dispenses drugs or medicines in a publicly subsidized family
planning or prenatal clinic, if the drugs or medicines that are
dispensed are directly related to the services provided at the clinic;
(b) whose practice is situated 10 miles or more from a licensed
pharmacy; (c) when he dispenses allergenic extracts and injectables;
or (d) when he dispenses drugs pursuant to an oncological or AIDS
protocol. :

The bill establishes a Primary Care Physician and Dentist Loan
Redemption Program in the Department of Higher Education. The
program is to provide for the redemption of a portion of the eligible
student loan expenses of qualified medical and dental students for
each year of service in a medically underserved area of the State as
designated by the Commissioner of Health. The maximum
redemption of loans under the program shall be 15% of principal and
interest of eligible student loan expenses in return for one full year
of service in a designated medically underserved area of the State,
an additional 20% for a second full year of service, an additional 25%
for a third full year of service, and an additional 40% for a fourth
full year of service, for a total redemption of eligible student loan
expenses of up to, but not to exceed, $70,000. The bill directs the
Chancellor of Higher Education to annually apply to the federal
government for any federal funds which may be available to
implement the loan redemption program. The federal Public Health
Service Amendments Act of 1987 established new authority for the
creation of federal and state loan redemption programs and made
federal matching funds available for such state programs.
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Under the provisions of the bill, physicians, chiropractors, and
podiatrists, or members of their family who own a “significant
beneficial interest” in a health care service would be prohibited from
referring patients to that service. This provision amends P.L.1989,
c.19 (C.45:9-22.5), the law requiring a practitioner to disclose his
significant beneficial interest to patients he refers to the service.
The provisions of this bill "grandfather in" those practitioners who
had a significant beneficial interest prior to the effective date of the
bill, so that these practitioners would continue to be able to refer
their patients so long as they disclose the financial interest.

The bill directs the Commissioner of Health to designate
hospitals in which an employee from the county welfare agency shall
be stationed to make eligibility determinations for the Medicaid
program. This on-site Medicaid employee should be able to promptly
enroll those patients who qualify for Medicaid. This bill provides
that the county welfare agency which assigns the worker to the
hospital, would be responsible for the salary and employee benefits
costs; however, the federal government will reimburse the counties
for 50% of the costs.

The bill continues the requirement that was contained in section
14 of P.L.1989, c.1 (the law establishing the Uncompensated Care
Trust Fund) which expired on December 31, 1990, that every student
enrolled as a full-time student at a public or private institution of
higher education in this State shall maintain health insurance
coverage which provides basic hospital benefits. The coverage shall
be maintained throughout the period of the student's enrollment.

In order to provide funding for various health care initiatives
that should reduce the cost of uncompensated care in the State, the
bill establishes a Health Care Cost Reduction Fund and requires each
hospital to pay the Department of Health .53% of its approved
revenue base for 1991, for the next 24 months, for deposit in the
fund. The monies in this special fund shall be used for funding:

(1) Local health planning;

(2) A demographic study of hospital patients whose accounts are
classified as bad debts;

(3) The Primary Care Physician and Dentist Loan Redemption
Program;

{4) The provision of funds to eight community health centers
funded under section 330 of Part ¢ of Title II of the "Public Health
Service Act,” Pub.L.94-63 (42 U.S.C. § 254c.), to enable these
centers to expand their hours of operation to evenings and weekends,
and to advertise their primary health care services as an alternative
to hospital emergency rooms;

(5) The expansion of eligibility for the Medicaid program to
185% of the poverty level for pregnant women and infants up to one
year of age;

(6) Establishment of a "HealthStart Plus" program for pregnant
women and infants up to age one whose income is between 185% and
300% of the poverty level - $8 million;

(7) Establishment of the "Competitive Initiatives Fund" - $6
million; and



(8) Other reform measures established by law which are designed
to contain the cost of uncompensated care.

Finally, the bill repeals sections 3, 6 and 11 of P.L.1971, ¢.136
(C.26:2H-3, 6, 11), concerning the health planning process that had
been mandated by federal law in 1971. [t also repeals P.L.1987,
c.118 (C.26:2H-5.2 through 5.6) which established local health
planning agencies. These provisions have been replaced by new
provisions applicable to the State health planning process established
in this bill. The bill also repeals P.L.1979, ¢.272 (C.18A:72D-1 et
seq.) concerning a medical and dental student loan forgiveness
program. This program was not successful in attracting medical or
dental students to work in medically underserved areas, and is
replaced with a new program in the bill.

The committee amendments:

- Clarify the definition of "health care service" for the purposes
of obtaining a certificate of need and specify to whom and for what
equipment and construction the requirement applies;

- Increase the filing fees for certificate of need applications;

- Specify that the Hospital Rate Setting Commission member
experienced in hospital administration or finance shall not be an
employee of a hospital;

- Delete the requirement that the cap on capital construction
shall be in the proposed State Health Plan, and provide, instead, that
for a three-year period beginning January 1, 1992, the Commissioner
of Health may approve certificates of need for capital construction
projects for hospitals up to an annual Statewide limit of $275 million
for all projects, exclusive of refinancing;

- Clarify that the Commissioner of Health's authority to reduce
a health care facility's licensed bed capacity shall not apply in those
cases in which a licensed bed has not been used upon the request of a
patient to reduce the number of beds in his room while he occupies
the room;

- In order to ensure that certificate of need applications with
very little or no support from either the local advisory board or State
Health Planning Board do not proceed to the next level of review,
the amendments require that an application receive affirmative
votes from at least 25% of the quorum of voting members before it
can proceed to the next level. The amendments also provide for an
appeal process for those applicants who do not receive the minimum
number of votes.

- Require the Commissioner of Human Services to prepare a
five-year plan to develop a Statewide network of managed care
providers for Medicaid recipients, rather than direct the
commissioner to offer all Medicaid recipients the option to
participate in a managed care plan within five years, as the bill
originally provided;

- Require all health maintenance organizations in the State to
submit a plan to the Commissioner of Human Services to enroll
Medicaid recipients;

- Require the Commissioner of Human Services to report to the
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Legislature and the Governor on ways to improve Medicaid provider
relations and Statewide administration of the Medicaid program;

- Clarify that the expansion of the Garden State Health Plan to
certain small employers and individuals shall not be construed to
mean that any other reference in law regarding the offering or
availability of coverage by a health maintenance organization shall
apply to the Garden State Health Plan;

- Require a pharmacist, whenever generic drug substitution is
indicated, to inform a consumer of the price savings that would
result from substitution;

- Expand the Primary Care Physician Loan Redemption Program
to include dentists, provide that the redemption of loans shall be
over a four-year period instead of three years as the bill originally
provided, and increase the maximum amount of eligible student loan
expenses that can be redeemed from $40,000 to $70,000.

- Prohibit physicians, chiropractors and podiatrists, or members
of their family who own a "significant beneficial interest” in a
health care service, from referring patients to that service;

- Direct the Commissioner of Health to designate hospitals in
which an employee from the county welfare agency shall be
stationed to make eligibility determinations for the Medicaid
program; and

- Establish a Health Care Cost Reduction Fund and require
hospitals to pay a percentage of their approved revenue base for
1991 into the fund for the purpose of funding various health care
initiatives which will reduce the cost of uncompensated care.

The committee also adopted technical amendments to section 3
of P.L.1968, c.413 (C.30:4D-3) to update the section to conform with
changes made pursuant to P.L.1991, c.20.
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SENATE Amendments ADOPYey,

{Proposed by Senator Lesniak)

to

SENATE, No. 3251 (IR)

(Sponsored by Senator Codey)

17.] 20.1 Section 8 of;.B.L.1977, ¢.240 (C.24:6E-7) is
amended to read as follows: - .

8. Every prescription blank shall [be imprinted with the words,
“substitution permissible” and “"do not substitute” and shall
contain space for the physician's or other authorized prescriber's

1997

initials next to the chosen option. Notwithstanding any other .

law, unless the physician or other authorized prescriber explicitly
states that there shall be no substitution when transmitting an
oral prescription or, in the case of a written prescription,
indicates that there shall be no substitution by initialing the
prescription blank next to "do not substitute,” a. different brand
name or nonbrand name drug product of the same established
name shall be dispensed by a pharmacist] 2be imprinted with the
words, "brand necessary” and shall contain a box for the

physician's or other authorized prescriber's initials next to the

imprinted words. The prescription blank shall2 contain one
signature line for the physician's or other authorized prescriber's
signature _2at _the bottom of the blank?, The prescriber's
signature shall validate the prescription and, unless the prescriber
2fhandwrites 1["brand necessary” orl "brand necessary,”! "brand
medically necessary,” lor words of similar meaning which express
a_medical necessity for the brand name drug product, the
signaturel] initials the box next to the words "brand necessary,”
the prescriber's _signature? shall designate approval of
substitution of a drug by.a pharmacist pursuant to this act if such
different brand namé or nonbrand name drug product shall reflect
a lower cost to the consumer and is contained in the latest list of
interchangeable drug products published by the council; provided,
however, where the prescriber [indicates “substitution
permissible and] requests the pharmacist to notify him of the
substitution,["] the pharmacist shall transmit notice, either orally

<

or by written notice to be mailed no later than the end of the
business day, to the prescriber specifying the drug product
actually dispensed and the name of the manufacturer thereof.
[However:] Notwithstanding any other law to the contrary, unless
the physician or other authorized prescriber explicitly stafes that
a brand name drug product is necessary when tsansmitting an oral
prescription by using the phrase !{"brand necessary” or “bfand

——

medically . necessary",] - "brand _ necessary,” 2["brand .~

— T T




medically necessary.” or words of similar meaning which-express - - - e
a__medical necessity for the brand name drug product,!]2 a )
different brand name or nonbrand name drug product of the same - . -
established name shall be dispensed by a pharmacist, however. no i

drug interchange shall be médg unless a savings to the consumer -
results, and the pharmacist passes such savings on to the .
consumer in full by charging no more than the regular and

customary retail price for the drug to be substituted, For

prescriptions filled other than by mail, }[the consumer may, if a

substitution is indicated and prior to having his prescription

filled, request] if substitution is indicated! the pharmacist or his !

agent 1[to inform him] , prior to filling the prescription: shall

" véterinarian or other authorized prescriber shall use a revised

inform the consumer! of the price savings that would result from
substitution. [f the consumer is not satisfied with said price
savings he may, upon request, be dispensed the drug product
prescribed by the physician. The pharmacist shall make a
notation of such request upon the prescription blank. V -
(cf: P.L.1977, c.240, s.8) - ,

v

STATEMENT
These amendments provide “that a physician. . dentist, l——

prescription form regarding the use of generic drugs. The form
shall be imprinted with the words, "brand necessary.,” and shall

. containabex-forthephysician's or other authorized prescriber's

initials next-to the imprinted words. The form shall contain one
signature line for the physician's or other authorized prescriber's
signature at the bottom of the form, and unless the prescriber
initials the box, the signature shall designate approval of generic
drug substitution.




SENATE, No. 3201 (IR)

(Sponsored by Senator Codey)

246 For all LlOdS for thCh an audit for reimbursement for
uncompensated care through the Uncompensated Care Trust Fund
established pursuant to P.L..1989, c.1 (C.26:2H-18.4 et seq.] shall
be conducted, the requirements regarding the determination of
eligibility for charity care pursuant to sections 9 and 10 of
P.L.1989, c.1 (C.26:2H-18.12 and 18.13) shall not apply to a

——

. Dpatient who is investigated by a county adjuster and found to be
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indigent by a court of cor competent jurisdiction pursuant to the
provisions of chapter 4 of Title 30 of the Revised Statutes. A
patient so found shall qualify for charity care.2

I 47 7

STATEMENT

This amendment addresses a technical problem faced by Bergen
Pines County Hospital, which is the only hospital in the State that
participates in both the psychiatric cost sharing program and the
Uncompernsated Care Trust Fund.

The amendment provides that a patient who is investigated by
a county adjuster and found to be indigent by a court of
competent jurisdiction, shall also qualify for charity care under
the provisions of the Uncompensated Care Trust Fund (P.L.1989,
c.1). The county adjuster's investigation of a patient’s financial
status would serve as a~substitute for the investigation required

under the trust fund law; consequently, the amendment also

provides thaLt_t\he hospital would not be required to undergo the
interviéw and collection procedures required under P.L.1989, c.1
_for such a patient. For the purposes of the Department of
Health's audit of a hosbftal s reimbursement for trust fund”

A — —7—memes—ﬁns——exemptmrr—fmm the—mterview—and——coltection —

procedures shall apply to the audit periods of 1989 and 1990.
This amendment will not have any cost impact on the

- ~UncompensatedCare Trust-Fund,,
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Law Works Toward Lowering Costs and Reducing Problems of Uninsured

New Jersey is leading the way in providing for universal health care in spite
of a lack of leadership at the national level, Governor Jim Florio said today as he
signed the "Health Care Cost Reduction Act" designed to make health care in the
state more affordable and accessible.

"Maintaining access and quality in health care seems to be one of the great
medical mysteries of our time. We've tackled that mystery and we've succeeded
in ways that will mark a new beginning for health care in New Jersey and send a
message far and wide," said Governor Florio. "The people of New Jersey can't
afford to be financially strangled by wildly rising health care costs. Those costs
must come down and this legislation will help in that effort.”

"Health care is a national problem and it cries out for a national response.
But New Jersey is not waiting for Washington anymore. Instead, we're showing
the way,"” Governor Florio said. "We have the foundation for universal health
care in New Jersey. Now, together, we must build on that foundation and at the
same time, contain costs. We call our program "Real Care" -- because it's a real
answer to a real problem. No more band-aids. No more stop-gap solutions."

The legislation enacts many of the recommendations set forth by the
Governor's Commission on Health Care Costs last year following their intensive
study and public debate on the issues confronting New Jersey's health care system.
These reforms will:
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Reduce health care costs and decrease reliance on the Health Care
Trust Fund. Enacts the Health Care Trust Fund for one year to
finance hospital care for the uninsured while other meaningful
reforms are put in place.

Expand early care for children by expanding Medicaid which will
decrease the number of uninsured who rely on the trust fund and
will allow the state to obtain federal matching funds.

Reduce uncompensated care and expand primary caze.
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. Require insurers to offer affordable "bare bone" health insurance
policies

. Provide a framework for rational health planning and cost
containment.

. Create a physician and dentist loan redemption program to
ericourage health care professions to serve in medically undeserved
areas.

"I read the other day in the Wall Street Journal an apt description of
Washington's response to the health care crisis: Take two aspirin and call us in a
couple of years. This law says New Jersey's people can't wait another couple of
years," said Governor Florio. "This is an important step toward reining in our
out-of-control health care system. We're getting health care back to where the
most important people are the patients.”

The lack of leadership on the national level regarding health care has left a
void that states are scrambling to fill, the Governor noted. Earlier this month, he
signed legislation which will put a non-binding resolution on the November
ballot on the question of a national health care policy.

“The high cost of health care is squeezing the middle class of our country
dry. It used to be taken for granted that being an American meant receiving the
best medical care in the world," said Governor Florio. "Now, we're faced with a
cruel irony. The care's out there and we've managed to find cures for diseases that
used to be death sentences. But too often we've replaced the heartbreak of illness
with the heartbreak of bankruptcy."

“This is an important day -- a happy day. A day when we take a big step
toward making sure New Jersey offers all of us, not only a future of opportunity,
but of the good health that makes that opportunity possible."

#H##




"REAL CARE":
HEALTH CARE COST REDUCTION ACT

The Health Care Cost Reduction Act is a comprehensive, cost-effective
reform measure aimed at making health care in New Jersey more affordable and
more accessible. The legislation enacts many of the recommendations set forth by
the Governor's Commission on Health Care Costs following their intensive study
and public debate on the issues confronting New Jersey's health care system.

These reforms will reduce health care costs and decrease reliance on the
Health Care Trust Fund. Expanding Medicaid alone will decrease the number of
uninsured relying on the trust fund and will allow the state to obtain federal
matching funds. It requires insurers to offer affordable "bare bone" health
insurance policies and takes steps to divert patients from hospital emergency
rooms to community health centers for less expensive care. It also strengthens the
state's inadequate certificate of need procedure.

HIGHLIGHTS

. L ET F

The Health Care Trust Fund replaces the expired Uncompensated Care
Trust Fund while enacting meaningful reforms that will bring down the
costs of health care. The newly created trust fund begins on July 1, 1991 and
expires on July 31, 1992. Hospitals would receive the first of twelve
payments from the fund by August 15, 1991; hospitals would have to make
their first of twelve payments into the fund by August 30, 1991. The Health
Care Trust Fund differs from the expired trust fund in several important

respects:

. The uncompensated care add-on to all paying patients’ hospital bills
is capped at 19.7 percent.

. Requires a hospital to pay all of the uncompensated care monies it

receives every month (not just the difference between its actual
uncompensated care costs and what it collects) into the fund as an
assessment.

. Caps the amount that must be maintained in the fund's reserve at
$25 million.

. REFOR REDUCE UNCOMPENSATED CARE AND EXPAND
P RY

. Expands Medicaid eligibility to cover children up to 6-years-old and
pregnant women with family incomes up to 133 percent of the federal
poverty level.
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Expands Medicaid eligibility to cover children up to age one and
pregnant women with family incomes up to 185 percent of the federal
poverty level.

Requires the outstationing of Medicaid workers within 30 days at
hospitals designated by the Health Commissioner to promote greater
enrollment of eligible poor in Medicaid.

Establishes a pilot project between three hospitals and three
community health centers in order to divert non-emergent medical
cases from emergency rooms to community health centers.

Requires insurers to provide a limited "bare bones" health insurance
policy for sale in the state to groups and individuals.

Requires that all college students carry health insurance.

Funds a demographic study of patients whose bills are classified as
charity care and thus eligible for payment through the trust fund.
Establishes a Competitive Initiatives Fund to provide a basis for
hospitals and community health centers to work together so that
non-emergent medical cases are treated at the community health
center.

Enacts a Health Start Plus program to provide prenatal, obstetrical
and social service programs for pregnant, uninsured women and for
children with incomes between 185 percent and 300 percent of the
federal poverty level.

P T

Creates a state Health Planning Board to develop State Health Plan to
be used as the basis for approval of all certificates of need. The State
Health Plan will identify all unmet health care needs in the state and
will be created by January 1, 1992. Creates at least five local advisory
board to conduct local health planning to make recommendations
regarding certificates of need and the State Health Plan.

Requires certificate of need applications for purchases and
modernizations by any health care service or health care facility with
a total cost greater than $1 million. Brings physicians under the
certificate of need program.

Increases the minimum fee for filing a certificate of need from $1,000
to $5,000 plus a percentage of the project cost.

Provides funds to extend the hours of federally-funded community
health centers to weekends and evenings to increase patient access.
Places a three-year capital construction cap of $225 million per year on
all construction, including modernization or renovation at hospitals
that would be financed by the New Jersey Health Care Financing
Authority. The purchase of major movable equipment is included in
the cap.
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. OTHER MAJOR MEASURES

. Creates the Primary Care Physician and Dentist Loan Redemption
Program to encourage these health care professionals to serve in
medically underserved areas in exchange for student loan
forgiveness up to $70,000

. Prohibits health care practitioners from referring patients to services
in which the practitioner or members of their family have any
financial interest. This bill exempts from the prohibition: services
provided at the practitioner's medical offices; radiation therapy;
lithotripsy, and renal dialysis. This bill grandfathers in all
practitioners who currently have a financial interest so that these
practitioners may continue to refer if they provide proper financial
disclosure to their patients.

. Prohibits doctors from dispensing more than a 7-day supply of
prescription drugs. The physician may charge at or below the cost,
plus an administrative fee not to exceed 10 percent of the cost of the
drug. This limitation does not apply to allergy medicines, salves,
ointments, drops or drugs dispensed pursuant to an oncological or
AIDS protocol.

. Requires the State Auditor to review the records of the 20 hospitals
with the highest number of uninsured patients.
. Removes the Commissioners of Health and Insurance from the five-

member Hospital Rate Setting Commission and replaces them with
two public members.

. Allows the Health Commissioner to amend the license of a health
care facility to reduce the number of beds if ten or more of its licensed
beds have not been used in the last two years.

. Raises the $10,000 limit on non-profit hospital liability to $250,000

. HEALTH CARE T REDUCTION FUND

To fund the reforms, all hospitals are required to pay 0.53 percent of their
1991 approved revenue into this newly established fund. Each hospital will
be required to make equal monthly deposits for a period of 24 months.

This will generate $74 million over the next two years. The amount
collected from all of the hospitals is capped at $40 million per year.
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