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P,L,I!.]!]!. CHAPTEH IB7, approi.'/"d July 1.. 1991 

1991 Senate No, 3251 (Fourth ReprintJ 

AN ACT concerning health care cost containment and revising 
'r' 

parts of s ta tutory law.
 

J
 .,
 BE IT ENACTED by the .Senate and General Assembly of the
 

5 State of N~w Jersey: 

6 '11. (New section) The Legislature finds and declares that: 
7 a. Access to quality health care shalf not be. denied to 
8 resideI1ts of the State bec~use of their irlability to 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 iri order to ensure that these· persons 
12 have equal access to hospital care it is necessary to main fain a' 
13 mechanism whichwiH ensure payment of uncompensated hospital 
14 care;' and' to prot.ect the fiscal solvency of the State I s Reneral 
15 hospitals, as provided for in P.L.1971, c.136 (C.26:2H-l et a1.), it 
16 is necessary that all payers of health cate services share E:9uaHy 
17 in tfie payment of uncompensated care on aStatew,lde6asis,
 
18 b. The "New I ersey Uncompensa ted C~re Trust Fund," crea ted
 
19 pursttant to P.L.19SS, ~~4y and continued Wl:Suant to p.L.19a9,
 
20 c.t {G..2:6:2H-18.4 et ~.kwhich law expired"~n December 31,
 

21 1990, by which hospitals were able" to coHeet their' reasonab1e
 
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 thoroughly reviewed the fe}?Qrts issued
 
26 by the Commissioner of Health and the Governor; s Commission
 

---"'-'l:'J.' / on Health Care Costs oil uncompensated care, 'its· economic t;'" 

28 implications ~d variouS means of fin~c-ing uncompensated care, 
29 it is evident that provision for a trust fund is necessary, with ~ 

"~ . . 

30 .modifications, to ensure access to hospital care for those who I 
31 cannot afford to pay and the fiscal solvency of hospit~~ At the 
32 same time. the State should take -further actions to~ proVide 
33 more compreIiensive. Medicaid· ·cOjf;,erage ., (or 'the medically .1 I
34 indigent. reauce' ilia . rate' of increase·. ill hea..lU1 insurance 
35 "'" premiums and explore and implement variousinit.i8$iyes to reduce ! 
36 the amount of. Wlcompensated care in this "State" without I 

37 impairing access to care. 4 i 
.3ft, 42. JNe-w...section) As us.ed..in...sections 1 througiL26 of P.L 

EXPlANAnON-l'1atter enclosed in bol d-faced brackets (thus] in the
 
above bill is not enacted and ;s intended to b@ omitted in the law.
 IHatter underlined thys is new natter.
 
~tter enclosed in superscript nUlierals has been adopfidas-TQTlows:
 
2 Senate SIH committee aDendmentsadopted March 11, 1991.
 

SEnate floor amendmentsadopte6 Harch 25. 1991..
 
3 Senate floor ~ndments adopted Karch 25. 19~1.
 
4 Assembly AAP connittee amen~ments adopted June 13. 1991.
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~;, {C. }(now ~nding before the Legislature as this bill): 
'J "Assessment" means monies that are required to be remitted 
J to the fund by hospitals pursuant to this act. . 
-I "_Commission" means the Hospital Rate Setting Commission 
5 established pursuant to section 5 of P. L.1978, c.83 (C.26:2H-4.1}. 
Ii "Commissioner'J means the Commissioner of Health. 
7 "Departmen~ means the Depar-tment of Health~ 

I:l "Disproportionate share hospital" means a hospital designated 
!l by the CommiSsioner of Human Services pursuant to Pub,L.89-97 , 

III {42 U.S.C.§1396a et seqJ 
I I "fund" means the "New Jersey Health Care TruSt Fund" 
12 established pursuant to this act. 
13 "Hospital" means a general acute care hospi tal whose schedule 
14 of rates is approved by the commission pursuant to section 11 of 
15 P.L.1978, c,B3 (C.26:2H-IB.1). 
16 "Medicaid" means the New Terser Medical Assistance and 
17 Health Services Program in the Department of Human Services 
HI established pursuant to P.L.196B, c.413 (C.30:4D-l· et seq.). 
19 "Payer" means a governmental or nongovernmental third party 
20 payer or any purchaser of hospital services whose hospital 

--21	 relilffiursemeITrraTe1> Cll'"e-established by the- -commission-pursuatt~ 

22 to P.L.1971, c.136 (C.26:2H-l eta1.), but shall notincIude the 
23 Medicaid program and the Medicare program established pursuant 
:!-1 to Pub. L.89.:..97 (42 U.S.C. §1395 et seq.), except as provided for 
25 in subsection a. of sec tion 5 of this act. 
26 !~mpttnsated care" means inpatient and outpatient care 
:!7 provided to medically indigent persons and bad debts as defined 
:!8 by regulation of the department pursuant to P. L.1971, c.136 
29 (C.26:2H-1 et a1.).4~ 

30 43. (New section) The commission is authorized to aPerove a 
]1 hospital's rates to achieve an equitable collection and 
32 distribution mechanism among hospitals in the State for payment 
33 of uocompensated care pursuant to the provisions of this act. 4 

34 44. (New section) There is established the';New lersey Health 
35 Care Trust Fund" in. the Department ofi-Iealth:' 
36 a. The fund shall be comprised of assessments remitted by 
37 hospitals pursuant to this acl artd any other monies approprtated 
38 thereto to carry out the purposes of this act. 
39 The fund shall b~ a nonlapsip8 fWld de~ated for. use by the 
40 State: (1) to distribute payments for the cost" of uncompensated 
41 car'-in the State, (2) to subsidiz.e a pilot. health. insurance 
42 p-t'og-ram-rer--small--busIDesS--employees, (3) t~ftmd- the- reasonable 
43 cost of administering :the fund, (4) to fund the reasonable cost of 
H 

45 
preparing and disseminating health 
employers pursuant to section. 17 of 

46 
47 
48 
49 
50 

irisurance infonnation to 
P.L. ,c. (C.. ){now 

------ -. ----.~~-..-----------~--

., 

; ~- ._--	 .'. /'lo.'-' 

I---~--___c 
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of subsidizing pilot health insurunce programs for small bU~'iine.').~ 

2 employees. Interest eanled on monies deposited in the fund shall 
3 be credited to the fund. 
4 b. The fund shall be administered by a person appointed bythe 
5 _commissioner. 
6 The administrator of the fund is responsible for overseeing anq 
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. oJ this section falls below the required level. 
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 CC.52:14B-l et seq.).4 
18 45. {New section) a. For the periods beginning Ianuary or ; 
19 July of the hospitals' rate year. the department shall determine a :1 

20 wriform' Statewide uncompensated care add-on. The/commission 1 
21 shall almrove the add-on be.fore it is included in hospital rates.! ;J 

.. ~--~--~--n-'~~~dd""on- shalt be' dfltermined-'~'bv'-dividins:-the'-'-Statewtdtr---------.-----,-+
23 amolUlt of approved uncompensated care plus an amount adequate i 
24 to fund the reasonable cost of administering the fund pursuant to 
25 subsection a. 'of section 4 of P.L. • c. (C: )(now pending 
26 before the Legisiature as this bill) arid to maintain the reserve . .. . .. . -... . ~ - " .~. ." 

27 pursuant to subsection c. of section 4 of P.L. c. (C. )(now 
28 pending before the Legislature as this bill), by the Statewide 
29 amoUnt of apeed revenue for all payers anel. approved revenue 
30 for .medically indigent persons less the Statewide amount of 
31 approved Uncompensated care. 
32 The Medicaid. program shall proVide its share 0 f .the 
33 uncompensated care add-on, as. detennined 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. 

_~~_. 07'~	 37 The -add':'on and any increases made to, the. add'-On -Mean 
38 allowable cost and shall be included as part of the hospital's 
39 rates as es'tablished by'the commission,--' . 
40 b. The amount of money raised by. the unifonn Statewide 
4.1 uncompensated care add-on, as a percentage of all governmental 

-----===~?r------and nongovef'ftf!l:efttal-roved lelieJliJ~iIJ:1n:or exceed 13%. 
43 except that the add-on shall not exceed19.~%. .b> 

44 c. ~ - unifonn Statewide. uncompensated care add-on, for 
45 patients whose hospital bills are paid by a health maintenance 
46 organization or othe'r payer which has' negotiated a discounted 
47 rate of payment 'with the hospital shall be based on lhe full rate 
48 of reitribursement for- the ~ervices providedjiiilt;'hospital tg the 

-----

49 patient under the hoSPital reimbursement system established' 
50 pursuant to P.L.1978. c.83, rather than on themscounted rate of 

'\.... -
~-- -~---

.. 
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... '" 1 payment. 
2 d. No provision of this section shaH be construed to preclude 
3 the oommissionfrom approvingindividual-hospit8l--r.ateincreases 
4' for uncompensated care in. addition to the add-on. - Such 
5 increaSes. howevel',·shall not be paid from the moneys in the 
6 Health Care Trust. Fund. 4 

7 46. (New section) a. The .commission shall approve each 
8 hospital's reaSonable uncompensated' care costs and shall ensure 
9 that lUlcompensated care services financed pursuant to this act 

10 are provided in the most appropriate and cost-effective manner 
11 which the commission determines hospitals -can reasonably be 
12 required to achieve. The commission shall reduce a hospital's 
13 reasonable uncompensated care costs by the amount of 
14 overpaYment for padent 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 tQ p.L.19n, c.136 (C.26:2H-l et 
19 at). For the purposes of this section, "Qverpayment" means 
20 reimbursement in excess of that allowed by section 5 of P.L.197B, 
21 c.83 (C.26:2H=lli 
22 Tne commission .....sn-a1I require a hospltar wlli<;h engages-'In 
23 inefficient or inappropriate provision of un~ompensate_d care 
24 services to submit to. the. commission a cost reduction plan. T,he 
25 commission may prospectively.l reduce the hospital's 

- -------- -------~-'..-zu--tmcornpensared--care-payrnenfsto'fTalrureto submit or img,lement 
1'7" a cost reduction plan that has been approved bY-the commiSsion. ' 
28 b. The hospital mandatory assessinent shall1>e funded by the 
29 unifonn Statewide uncompensated care add-on determined 

i
 

i
 
-~ . 

30 pursu~ section 5 -of P.L. • c. (C. - )(now pending before the 
31 Legislature as this bill) which is charged by the hospital to aU 
32 payers. 
33 A he-spital- shall collect all monies received fro~ the 
34 uncompensated care add-on pursuant to subsection a. of section 5 

.--~ 35 of-P.L.. c; (C. )(now pending before the Legjslature as this 
36 bill) and remit- all such monies to the fund as the hospital "s 
37 mandatory aSseSsment. 
38 Such.. funds as' may be necessary from the -assessment shall be 
39 appropriated from the fund tO'the Division ~fMedicaI ASsistance .'.; , 

40 and Heal'ih Services in the Department of Human Services. for 
- ---- ---::---- ----~---paym:enrfi[OlsProportionateshare and non-disproportionate share 

42 hospitals for payments of approved uncompensated care costs. 
43 The commission shall deterinine thecypount that the' Division 
44 of Medical Assistance and_Health Services in the Department of 
45 " f-fwnan Services shall pay to each hospital. . 
46 The Commissioner of Human Services shall adopt roles and 
47 regulations. pursuant to the "Administrative Procedure Act," 
48 P.L:'1968,- c.410 (<::.52:14B-1 et Seq.) to carry out ffieproviSiOiiSbr 
49 this subsection.4 

50 47. (New section) a. A hospit1il shall remit the mandatory 



• _, ..•• ' ~_... .' , .• , •. ,' - ., ,_,",. I ' , 
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1 assessment to the fund at the end of every month, for 12 months. 
2 except that, a hospital shall remit the first payment unde, t!vs 
3 aG.t by August 3D, 1991. 

4 b. If a hospital is delinquent in its payment of the mandatory 
5 assessment to the fund, the commission may, pursuant to rules 
6 and 'regulations adopted by the commissioner, remove from that 
7 hospit,al's schedule of rates the uniform Statewide 
8 uncompensated care add-on or levy a reasonable penalty on the 
9 hospital. The penalty shall be, recov.ared in a summary civil 

~ - -10 proceeding bl'Qught,in the name of the Slate in the-Superior Court 
11 pursuant to "the penalty enforcement law"(N. f,S.2A:58-1et - --
12 seq.). Penalties collected pursuant to this section shall be 
13 deposited in the fund established pu~uant to this act. 
14 c. A hospital authorized to receive payments, from the Di~ision 
15 of Medical Assistance arid Health Services in the' Department of 
16 Human Services pursuant to subsection b. of section 6 of P.L. : 

i 
I .~- . 

17 c. (C. )(now periding before the Legislature as this bill), shall I 

~--~ 

18 receive the payments on a monthly basis. A hospital shall receive 
19 12 monthly payments and the first payment shall be made within 
20 45 days of the effective date of this section. 4 ' 

21 48. (New section) a. A hospital shall not be reimbursed for 
.22.,-the-cost,at l!DCompf!Dsated--Care.1ID.le.~the.~commissionercertifies-.. __,__ 
23 to the commission that the hospital has followed the procedures 

I 
I, 

. 

24 pursuant to this section and section 11 of P.L. ,c. (C. )(now " 
25 pending before the Legislature as this bill). For the purposes of 

- '. -:2tt6j----:t~h!!lis~s~e!fc!!ti~0!!n=' ~an!!!d--se!::!!~ctyiQon-~l!:L~-oL~..EKJ.L.b___L' --.!c~.=.J(~C~. _)lI.(~no!!:w~p~e~n!fd!!!in~g, ~.-
. 

27 before the Legislature as this bilI), "designated hospital < 
.. 

28 employee" means an employee of the hospital who has received 
29 training in the collection of patient financial data and 
30 identification ofthied party coverage and in assessing a patient' s D 

" 

31 

32 

33 

34 

35 
36 

eligibility for..,gg9lic 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 

I 
I 

I 
: 
I 

.. 

. f 

37 shall interview the patient's family membe'!,', responsible party or 
I 

38 guardian, as awropriate, but if there is no family member. ) 

39 responsible party or guardian. the designated hospital employee 
--~- ...4!\JO'----;sh~all'!!:::, ::!iJ~n~te~,Ol1~·e~w!!:::::!tb~e~p~a~t~i~en~t==W1!!;, !;!·t~b~jn~f~iv;!:e!::::::wo~~rk~j~D!.!lg;;;;;·.·;;!:d!.!!a::.l¥S_,..nf:k=~~d!~e!__---- ---:_---:~ 

41 patient's admission into the hospital or prior to discharge, 
---42k-~'1~m!!li§;ch!!!e~..~re~F::!d~a!:!t~e!ji~s::!!seo~n~e~F~.-'-·_:.'----::--~---------:---:--- ,~ 

43 c. A patient interview shall, at a minimum, include the 
44 followin2 inquiries. except as provided in para2raDh (5} of this 
45 subsection: /? 

46 (l)"Qle designated 'hospital employee shall obtain 
;,41 docwnentation" of proper identification of the patient. 

48 Docwnentationof proper identification may'fuclude, but shall not 

i _.,..- <,~49 be limited to, a' driver I s llcense-, a ",oter registration card, an
sa alien registry card, a birth cei'tifi~ate, an emplOYee identification 



--

I 
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card. a union membership :card, an insurance er ·...elfare plan 
2	 identification . card or a Social Security card. Proper 

identification of the pati-ent may also be provided by personal 
recognition by a person not associated with the patient. For the 

5 .purposes of this paragraph, "proper identification" means the 
Ii patient's name, mailing address, residence telephone number. 
7 date of birth, Social Security number, and place and type of 
B ~mployment, - employmen t address fu-td' employment telephone 
9 number, as applicable. 

10 (2) The designated hospital emph,)yee shall inquire of the 
I I patient, family member, responsible,,~party or' guardian, as 
12 appropriate, whether the patient is covered by health insurance. 
13 and if so. shall request documentation: of the eVid~nce of health 
14 insurance coverage. Documentation may include, but shall not be 
15 liniited to, a.government spomiOl'mt-health plan card of number, a 
16 group. sPQnsored or direct subscription health plan card or 
17 number: a commercial' insurance identification card or claim 
18 form or a union welfare plan identification card Or c~laim form. 
19 (3) If evidence of health inSurance coverage for the patient is 
20 not documented or if evidence of health insurance covera e is 

21 documented but the patient' s health ins.ance coverage is 
22 unlikely to provide payment in full for'the patient's account at 
23 the hospital, the designated hospital employee shall make an 
24 initial detemiination of whether the patient is eligible for 
25 participation in a public assIstance' program. If the empfoyee 
26 concludes that the patient may be eligible for a public assistance 
27 program, the employU shall so adyise t~e patient, family 
28 member, responsible party or guardian, as. appropriate. The 
29 employee, either directly or through the hospital's social services 
30 office....ShalLgive the patient, family_ member, responsible party 
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 possible 
36 retroactive or presumptive eligibility, for the program. 
37 _ Notwithstanding the provisions' of this paragraph to t~~ 

38 contrary, if a county welfare agency employee is assigned to-the 
39 . hospital pursuant to section 9 of P.L. •"c. (C. )(now pending 

i 

1
I 

I. 

i
,,- " 1 
i 

1·
 

40 before the Legislature as this bill) the designated hospital 
41 e~ployee shall refer the Patient, family member. responsible i- 
42 party or guardian, as appropriate, to the COunty welfare agency Ii43 employee who shall determine if the patient is eligible for	 . 

J:i' 
44 Medicaid. . 
45 "" (4) If evidence of health insurance coverage for the patient is 
46 riot documented or if evidence of health .insurance coverage is 
47 documented but the patient's health insurance coverage is 

o 48 unlikely to provide payment ,in full for the patieq,t' 5 aocoWlt at 
49 the hospital, and-_ the patient does not appear to be eligible for 
50 public assistance, the designated hospit&l employee shall 
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- - --- . ._-- . _._----	 --... _.--.--L-. " 

1 detennine if the patient is eligible for charity care pursuant to f
2 regulations adopted by the commissioner. If the- pa,r~nt does not I3 qualify for charity care, the designated hospital employee shall	 1 

I 

4 request from the patient, family member, respgnsibie party or , ! 

5 guardian, as appropriate. the patient's or responsible party's 
6 place of employment, income, real property and durable personal 
7 property owned by the patient or responsible party and bank 
8 accounts possessed by the patient or responsible party, along with 

1) account-numbers-and the name and location of the bank. 
10 (5) Iil. the' case of a patient seeking 'outpatient services,· -the 
11 designated hospital employee shall make the inquiries and obtain 
12 the documentation required pursuant to paragraphs (1) and (2) of 
13 this subsection. If the patient provides the' required 
14 documentation, the designated hospital employee is not required 
15 to make further inquiries, but if the patient cannot provide the 
16 required documentation, the designated hospital employee shall 
17 follow the procedures required pursuant to paragraphs (3) and (4) -A.e 
18. or' this subsection. ~ 
19 d. The provisions of this section shall not apply to a patient I 
20 who is investigated by a county adjuster and found to be indigent I21 by a court of competent jurisdiction pursuant to the provisions of i22 chapter 4 of Title 30 of the Revised Statutes. A patient -so found I,23 shall qualify for charity care under rules and regulations adopted ! • 

24 by the commissioner. 4 

25 49. (New section) The Commissioner of Health, in 
co;:;:-· 

26 consultation with .the Commissioner of Human Services, shall 
27 designate _those hospital$ at which an employee from the county 
28 welfare agency shall be stationed, on either a full or part-time 
29 basis. as appropriate. to perform eligibility determinations ,for 
3D the Medicaid 'pro&ram pursuant to'P.L.1968. c.413 (C.30:4D-l et 
"31 ~. 

32 A designated hospital shall reimburse the county welfare 
33 

oL 
agency for the nonfederal share of costs associated _with the 

34 county welfare agency employee, as certified by the 
35 Commissioner of Htmlan Services. The Commissioner of Human 
36 Services shall bill the hospital quarterly for the nonfederal share 
37 of costs and reimburse the county welfare agency upon receipt of 
38 . payment from the hospital. 
39 A -hospital shall be fully reimbursed for the nonfederalshare of 
40 costs associated with· a countyweifare agency employee 

'if1	 - 'statIOile(['af1JiellQSiiitai through the reimbursement rates of the 
42 hospital, as established by the commission.4 
43 410. (New section) The Commissioner of Human Services shall 
44 require that a county'welfare agency il'Ovide adequate employees 

l- ~4~5~."'~to~d~e~t~ermm~~·	 ~jn~~th~esc~O~UI~n~!)~r------~----~e~.-~M~e=di~·c=aJ:·:d~eli~)~n·~b~ili~·t~ys:t:o:an~v~bo~sp~i~t~a~l
46 '\.that has been designated by the Commissioner of Health Pursuant 
47 to section 9 of P.L.' ,c. fC.. )(now pending before the 
48 Legislature as this bill). 
49 The Commissioner of Human Services shall bill the deshmated 
50 h05'p~ quarterly for the no.gJederal share.:...or costs associaled~- 
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with a cOW1ty welfare agency employee stationed at the hospital, 
and reimburse the COW1ty welfare agency upon "i-ec~ipt of 
paymen t from the,hospi tal. 4 

All. (New section) a. If, upon the discharge of a patient from 
the hospital; the patient's account has not been paid in full by 
the patiem or respOnsible party or by health insurance, or it is 
~likely tha t the pa tient ' s' accoun t , will be paid in full bY:-=-!he 
patient or responsible party or-by health insUrance, as identified 
pursuant to paragraphs (2) and (3) of subsection c. of section 8 of 
P.L. ,c.lC. )(now pending before the Legislature as this = 
bill), and the patient or responsible party is likely to have assets 
such as those identified pursuant to paragraph (4}"ofsubsection c. 
of section 8ofP.L. ,c. (C. )(now pending before'the 
Legislature as this bim, a hospital shall follow the collection 
procedure pursuant to this section unless the patient' 5 aggregate 
outstanding balance is less than $250 or Wlless and until the cost 
of collecting- the account. exceeds the patient's outstanding 
balance. 

b. The hospital shall commence the collection procedure 
within two weeks after aparient' s discharge from the hasp) tal or 
date of service at the hospital. 

The cQllection procedure Shall include: 
(1) At least three billing statements, each sent at intervals of 

no longer than four weeks, shalf 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' sor responsible party's mailing address at an 
interval of no longer than three weeks. Each collection follow-up 
let ter shall state tbe amount due and o"Wjng. the collection 
history-QlV'the account and the hospital's' intention to proceed 
wIth legal action if the outstanding balance is not paid in full or, 
in the alternative, the patient or responSible party fails' to en,ter 
into payment arrangements with the hospital. Each' collection 
follow-up let ter shall request a partial payment"-of the 
outstanding balance in the patient's account as the. minimum 
amount due and ,shall offer to establish a payment schedule for 
the remainder of the--t>utstandiJl8 balance m thepabent 's -account 
based upon the patient's or responsibleparty,: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 nUmber 
for the patient or responsible partY.' to call, in order to arrange 
such a payment schedule. , 4

A-hospital is not required to. comply witn:.the requirements of 
s.ending a third billing -state'ment or two collection follow-up 
lettelilr if mail has twice been returned' to the 'hospital, and 
hospi tal personnel,. despite reasonable:efforts, are Wlable to 
determine a new mailing address for the, patient orre~nsible 

party; , . 
(2) At least three attempts to reach the patient or responsible 
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33 

34 
35 

36 
37 

3~ 

39 
40 
41 

42 
43 
44 
45 
46 

53251 [4R) 

9 

party by telephone shall be made if hospital peJ"S()nnel have 
detennined a residence or business telephone number for. .,~ 

the 
patient or responsible party. If hospital personnel are not able to 
rtlaka telephone contact with the patient or responsible party 
after three attempts,. the hospital shall send a collection 
ta'11e.gramj 

(3) Legal action to collect the amount due and owing on the 
patient's account shall. be takenj and 

4 The hos' 1 shall r uest the de artment. on behalf of the 
fund to l' uest the De artment of the Treasu to a I or 
causa to be a lr 'dttie income tax refund or homestead rebate 
due the p' or responsible party. or both the income tax 
refund and, homestead rebate, or so much of either 0'1' both as is 
necessary to recover the amount due and pwing on the patient' s ' 

account, _pursuant to section 1 of P. L.1981, c.239 (C.54A:9-8.1l, 
for which pUrpo,Sff the patient 's outstanding balance shall be 
considered a aebt to the fund and the fund shall be considered an 
agency of State governmen.t. _' 

c, Unless the -€rist of completing the procedure, in part or in 
its entirety, exceeds the outstanding balance on a patient 's 
account. a haS-pi tal. shall .comple te the procegures in. paragraphs 
(1) and (2) of subsection b. -or' this section before' submifting 
appropriate documeit~atiOlrand requesting from the commissioner 
that the hospi tal be" reimbursed on a delinquent accouht from the 
flIDd. 

If any payment on a delinquent account is received as a result 
of compliance with the procedures in subsection b. of this section 
and the hospital has already received payment from the fund, the 
amount of money the hospital is entitled to receive from the fund 
shall be adjusted pursuant to procedures established by the 
commission.. 

d. This~ion shall not apply 'to a patient who: qualifies for 
charity care pursuant to rules and regulations adopted by the 
commissioner; is found to be indigent by a court of, competent 
jurisdiction pursuant to the provisions of chapter Ii of Title 30 of 
the Revised Statutes; or qualifies for care under the federal 
HiU-BU.r.tan..programpurSuantto 42---l:J-.&Q-~29l---etseq.-'--- 

e. The commissioner shall adopt rules and regulations to 
effectuate the purposes of this section and section 8 of P.L. 
c. fC. ](nowpending before the Legislature-as this bilI); 
except that nothing in this section or section 8 of P.L ! c. 
(C. )(now pending before the· Legislature as this bill) shall be 
construed to'prohibit the commissioner from adopting rules and 
regulations. that 'are more stringent than the provisions of this 
section and sec&n 8 of P.L. ! c. (C. .)(now pending before 
the Le 'stature as t . bill. 4 

412. 

0;:-- • 

. I 

47 
48 

49 
50 

.ew section a. The de artment shall annuall rovide 
for an audit of each hospital's uncompenSated care within a time~ 
frame - established 0). rilles and· reBU!ations adopted by the 
commissioner. 

.', 
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1 b. Prior to the department' s final approval of the ..auQit, the 
2 results of, the audit shall be reviewed with the hospital. If a 
J hospital disputes an audit adjustment, the hospital may appeal the 
4 \ adjustment to the commission. The commission shall resolve the 
5 disp'ute within 90 calendar days of- the date on whtch the hospital 
6 appealed the adjustment. 
7 c, Upon receipt and acceptance' of the final audit, the 
8 commission, within 90 calendar days, shall adjuSt a hospital's 
9 schedule of rates so that the rates reflect -the--audit adjustment. 4 

" 

10 4 13. (New section) The department shall, for the purpose of 
11 developing patient profiles, require. a hospital to report. the 
12 following information about any patient who was served on an 
13 inpatient basis or on any patient served on an outpatient basis I 
14 with an account balance greater than $125, 'whose account has 
15 been referred to a collection agency or foi:l~'g~ action pursuant I
16 to paragraph (3) of subsection b. of section 10 of P. L.1989, c.1 
17 (C.26:2H-18.13) or to paragraph (3) of subsection b. of section 11 
18 of P. L. ,c. (C. )(now pending before the Legislature as this 
19 bill): the patient's agei sexi marital status; employment status 
20 and if employed, whether the employment is full or part-time; 
21 type of health insurance coverage, and if the patient is a child 
22 under 18 years of age who do.es not have health insurance 
23 coverage or a married person who does not have health insurance 
24 coverage, whether the child' s parent or the married person's 
25 spouse. as the case may be. has h!'laltb insurance coverage. 
26 The hospital shall also include· a copy of any billing information 
27 about the patient' s account, at the point of write-off as a bad 
28 debt, which is provided to a collection agency or any other person 
29 for legal action. including whether the amoWlt due and owing 
30 repres.£!ll~ the patient or responsible party's' failure to pay a ~u11 

'" .. 31 hospital bill, a partial hospital bill, or an insurance copayment or 
32 deductible. 
33 The hospital shall proVide the infonnation to the department on 
34 

35 
36 
37 
3a 
39 
40

41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

a quarterly basis, on a fonn developed by the departmenf,"" in 
consultation with the New fersey Hospital Association. 4 

·----II·n. <New section) The Department- of the Treasury shill 
compile and submit to the Department of Health information 
about the income . of persons whosc-.income UVL1efund. Dr.:_ 

homestead rebate was applied to recover the- amount due and 
owing on a patient 's accotmt pursuant to paragraph (4) of 
subsection b. of section 10 of P.L.1989,· (;.1 (C:26:2H-18.13tor to 
paragraph (4) of subsection b: (}f section 11 of P. L. ,c, 
(C.}(now ij.ending before the Legislature as this bill)" 

The information compiled by the .departrnentshall identify' the 
numller of persons whose, annual income for 1990 is: below 
$10;000; between $10,000- and $20,000; between $20,001 and 
$40,000; between $40,001 and $60.000; between 'BO,ner1 . 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 



-

-f~' '.
 

~

•
 

•
 

-53251 [4RI 
11 

1 calendar years 19§9 and 1990 that are required' p!{"suant to 
2 section 11 of P.L.1989, c.l (C.26:2H-18.H). The State Auditor 
3 shall select a representative sample of hospital audits to 
4 complete the reviews, except that each year's review shall 
5 include. at a minim~, the audits from the 20 hospitals with the 
6 highest uncompensated care costs in the State. 
7 The State Auditor shall report to the chainnen of the Senate 
8 Institutions, Health and Welfare and General AsSembly Health 
9 and Human Services Committees and the Commissioner of Health 

10 on the results of thtJ 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. .
 
14 The Department of Health shall promptly provide the State
 
15 Auditor with a copy of the completed audits of each hospital's
 
16 Wlcompensated 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 hospi tal's 
20 schedule of rates to ensure that services which are provided to 
21 emergency room patients who do not require those services on an 
22 emergency basis are reimbursed at a rate' appropriate for primary 
23 care, -according to - reKu!ations adopted by the commissioner. 
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 
26 required emergency services, .except that the increase shan-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-t:efuse 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 o,f having .health 
36 inSurarrca cove~oyer shall also make a good faith 
37 effort to assist any employee who wishes to purchase heal th 
38 inSurance from a health insurance carrier. .-- 
39 -~--"FtfrtlnrpurpQses of this sectioni-!'emplOver--assistan~eans.-
40 _ the dissemination to aU current and prospective employees of 
41 information obtained from the' department on health insurance 
42 . products avaUable in the State for employees and their 
43 depend6llts. 
44 The department, in .consultation with the Department of 
45 'lIRsurance, shall prepare and -have ready for dissemination to 
46 employers information on health insurance products available in 
47 the State. 4 
48 418. (New section) The monies remammR in the 
49 "Uncompensated Care Reduction--PUot Program" accoUnt of the 
50 New [er$ey Uncflmpensated.Care Trust-Fimd esta:blishedpursuant 

-t----
I
 

-Ii 

j 
l
I
 

i ,
I 

I
 
! 
I 
L---
i 
I 

J.. 

---I ........ 



53251 [4R] 
12 

1 to P.L.1989, c.1 (C.26:2H-18.4 et seq.) on December 31, 1990
 
2 shall be used to subsidize or otherwise provide, financial
 
3 assistance for a health insurance pilot prograrrdor.small business
 
4 employees; except that, the monies; and any interest earned ..
 
5 thereon, shall remain in the account until such time as a law is
 
6 enacted which establishes the health insurance pilot program for
 
7 small busin!'Jss employees and which appropriates the monies in
 
8 the account. 4
 
9 419. (New section) A hospital shall not advertise by any means
 

10 the availability of Wlcompensated care that is provided at the
 
11 hospital pursuant to this act. Nothing in· this section shall be
 
12 construed to prohibit a hospital from advertising its requirement
 
13 to provide charity care under the feder8l Hill-Burton program
 

4
14 pursuant to 42 U.S.C.§ 291 et seg. 
15 420. (New section) A hospital, that does not claim any 
16 deduction for bad debt for the purpose of the department' s 
17 determination of that hospital' sWlcompensated care factor 
18 pursuant to N.I.A.C.8:31B-4.39, is eiigible for full reimbursement 
19' for charity care, as provided pursuant to N.J,A.C.8:31B-4.37, for 
20 aU eligible patients regardless of a patient's state o'i residence; 
21 except that this section shall not apply in the case of a patient 
22 who is not a resident of the UrntedStat~s.4 

23 421. (New section) a. The cost of advanced life support 
24 services provided pursuant to P.L.1984, c;146 (C.26:2K-7 et seq,} 
25 to medically indigent persons irJ::urred through a hospital's 
26 provision of advanced life sup'portservices shall be compensated 
27 purSuant to this act. The commission shall, by re8u}..ation, 
28 establish a schedule of reimbursement rates for advanced Ufe 
29 supp1'1li services. Reimbursement forniobile intensive' care Unit 
30 Wlcompensated care shall only include those uninsured patients 
31 who are classified as charity care pursuant to regulations 
32 promulgated by the commjssioner. Reimbursement shall exclude 
33 bad debt, the difference in a contractuai allowance, or any 
34 medical denials for a service. . 
35 b. The cost of advanced life support servi~es p~vided by' the 
36 Uni ...ersity of Medicine and Dentistry of New [ersey University 
37 Hospi!al to uninsured patients who are classified as charity care. 
38 shall be uncompensated' care; except, that such uncompensated 

·39 care shall be exempt from any reimbursement limitations for 
40 uncompensated care that apply to University Hospital .. 
41 Reimbursement for advanced Ufe support services uncompensated 
42 care fo'r ~niversity Hi?Spital shaIi not be paid from the fund,but 
43 shall be aid throu h the reimbursement rates of Universi 
44 spital as established by the commission.4 . 
45 422. ' (New section) For ,all periods for which 
46 reimbursement for Wlcompensated ca·re 
47 Uncompensated Care .Trust Fund established 
48 P.L.1989, c.l (C.26:2H-18.4 et seq.) shall be 

ursuan
ardiil eU' i ' 

pursuant
conducted,

an atimt
through

49 re uirements re the detennination of 
0 sections 9 and.1O of P.L.1989 c.l 
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1 (C.26:2H-18.12 and 18.13) shall not apply to a patielTt who is
 
~ investigated by i,l county adjuster and found to be indigent by a
 
3 court of competent jurisdiction pursuant to the provisions of
 
4 'chapter 4 of Title 30M the Revised Statutes. A patientsOfound
 
5 shall Qualify for charity care. '\ "
 
6 423, (Ne~ section) ,a. Th~ commissioner shall e~tablish a pilot
 
7 program to create a partnership between urban hospitals with
 
8 high uncompensated care costs and commlUlity health centers in
 
9 , order to provide primary heal~h care in the most appropriate
 

10 community setting. The commissioner shall select one hospital
 
11 with high uncompensated care costs in the nO'rthem. central and
 
12 'southern regions of the State, respectively, to participate in:' the
 
13 program. The commissioner shall establish the program by
 
14 September I, 1991.
 
15 b. Each hospital selected to participate in the program shall
 
16 establish a formal agreement with a community health center
 
17 located near the hospital, in which the hospital agrees to refer
 
18 emergency room patients who are not in need of emeFgency care,
 
19 but reguireprimary care, to the community health center for the
 
20 needed medical services. ' The agreement shall stipulate that if
 
21 the patient who is referred to the community health center
 
22 canno,t afford to pay for the health care serVices provided at the
 
23 center and Qualifies for charity dare pursuant toreguirements
 
24 established by the commissioner, the center shall submit the bilI
 
25 to the referringhospital and the hospitcil shall include, the amount'
 
26 of the bill in' its Wlcompensated care Costs. The hospital shall
 
27 reimburse the center for the approved charity care provided
 
28 pursuant to this pilot program. The agreement shall also
 
29 stipulate that the community health center shall operate at hours
 
30 that a.flect the needs of the comm(mity and shall provide an
 
31 emergency contact dUring nonoperating hours. 4
 

32 424. (New section) The commissioner shall r:eport to the
 
33 Governor, the ptesiding officers of the Senate and the General
 
34 Assembly! and the chainnen of the Senate ,Institutions, Health
 
35 and Welfare Commrttee" and the General Assembly Health and
 
36 Human Services Commlttee. six arid 11 months after the
 

~----,-' -'----'- 
_-.3_L , effective date-of trusacl on the ~tatuS orthe-tuna. 

- --- - --'---,--
38 a. The commisSioner shallinc'l~de ~ the first report a '
 
39 smnman' of the findings of, the i990 annJalaudit of each
 
40 hospital's uncompensated' care conducted purSuant to section 12
 
4'1 of P:L ,c; (C. }(now pending before the Legislature as this
 1, 

42 bill). ,', The swnmary shall include the percentage of
 
43 uncompensa.\edcare for each hospital that is classifie'd as charity
 
44 care and as bad debt, reSpectively, The report. shall also include
 
45 a cdSl>ilationof the lnfonnation collected pursu~t to section 13
 
46 of P.L. ! c. (C. }(nowpending before the Legislature' as this
 
47 , bill). '"
 

48 b. The commissioner shall include in' the "second r~port a,
 
ant to section 13
 

50 of P.L. ! c. lC. )(now pending-before the Legislature as thiS
 
-\------,--
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1 bill) and provided by the Department of the Treasury pursuant to 
2 "action i4 of P.L. ,c. (C. lfnow pending-be1'ore the 
:3 Legislature as this bill). 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 Reduction Fund are hereby 

appropriated for the purpos~s and in amounts not to exceed the 
9 

8 
amounts specified-in this -subsection:" .. 

10 (1) Local health planning - $3 million per year; 
11 (2) Demographic 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 - $l,million per year; 
15 (4) Provision of funds to community pealth centers funded 
16 under. sections 329 or 3'30 of the" Public Health Service Act." (42 
11 - U,.S.C. § 254b, 254cl or which naveoeen deSignated billie Health
 
18 Resources and Service.s' Administration in the United States
 
19 Public Health~e~ice as a Federally Qyalified Health Center, to
 
20 enable these centers to expand their hOL\fS of operation to
 
21 evenings and weekends, and to enhance and advertise their
 
22 primary health care services as an alternative to hospital
 
23
 
24
 
25
 
26
 
27
 
28
 
29
 
30
 
31 . , 
32
 
33
 
34
 
35
 
36
 

~~ -~~-4!IF--'~'.~-~..=-_.37 Fund. {. 

-_.. _~-_.,38 'b.-NotWithstimiiiilg-any law' to-----nle-c6liffifry;-eaen-h<r5P1"tai, 
39 whose '"rates are established, by the comqrission pursUant to 
40 P.L.1978, c.83 (C.26:2H-l 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 Reduction Food. The hospital shall make 
43 monthly payments to the department for a period of 24 months 
44 begirming 'bn the first month following the. date of 'ehactment of 
45 this act exce t that the total amooot aid into the Heal'th' Care 
46 Cd Reduction Food, plus interest ~shaU not' exceed "-$4Go-ii1illion 
47 per year. The commissioner shall detennine .the manner iri which 
48 the a ents shall be m~de. ~ _
 

'c:-The-:- commissionershcill report to .the Seriate Institutions,
 

- - - -, 50 Health and WelfaifLCommittee and the Oitneral Assembly Heal~-_-

r' 

I'
 
II "..-w",
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and Human Services Committee quarterly on the status of the 
2 Health Care Cost -Reduction Fund. The report shall specify the. 
3 amoWlt of revenues received by the fund-- and~tf'-5peej.fic 

II expenditures made, and proposea~to oe made; from the fund.4 h 

5 426. (New section) The employees, appropriations and other 
6' moneys, files, books, papers,' - records, equipment and other 
7 property of the "New Jersey Uncompensated CCire Trust fund" 
8 and the ·Uncompensated Care TrustFtind Advisory Committee, " 
9 established pursuant -to'P;L.1986, ~204-i -~d--{i6fltinued pursuant 

10 to ..P. L. 1989, c.l IC.26:2H-18.4 et seq.), which law expired on 
11 December :31. 1990, are transferred. pursuant to. the "State 
12 Agency Transfer Act,· P.L.1971, c.375 (C.52:14D-l et seg.) to 
13 the "New Jersey Health Care Trust Fund· established pursuant to 
14 this act. 4 -

15 4(1.] 27. 4 SectiO~1 of P.L.1971, c.136 (C.26:2H-l) is amended 
16 to read as follows: . 

-- -'--- --1-7---- 1 It is hereoy decl.ued to be the public policy of the State 
18 that hospital and related health care services of the highest 
19 quality, of demonstrated need, efficiently provided and properly 
20 utilized ata reasonable cost are of vital concern to the public 
21 health. In order to provide for the protection and promotion of 
22 the health of the inhabitants.of the State,. promote the findhcial 

---------~23-3-_sseool\f_E'elllnlEle¥y"--eeff-,hellelspita15 and similar health care facilities and 
24 contain the rising cost of health cine services. the State 
25 Department of HealthI, which has been designated as the sole 
26 _ agency-in this _St~te for comprehensive health planning under ~he 

27 "National Health Planning and Resources Development Act of 
28 1974" (Federal Law 93-641), as-amended and supplemented,) shall 
29 have the central, comprehensive responsibili ty for the 
30 development and administration of the State's policy with 
31 respect to health planning, hospital and related health care 
32 s~es and health care facility cost containment programs,_ ancf------
33 all public and private institutions, whether State, county, j
34 municipal, incorporated or not' incorporated. serving principall'y· I 

35 as residential health care facilities, nursing or maternity homes 
36 or as facilities for the prevention;' diagnosis, or treatment of ~ 

- --~--__------.R _human disease, pain, injury, defonnity or physical condition.• shall I 
38 he sl,tbiect t~'-Jbej)rovi$ioPi_of Jhkact _ 
39 (of: P.L.1979. c,496, 5.19) 
40 4{2.] 28. 4 Section 2 of P.L.1971. c.136 (C26:2H-2) is amended 
41 to re~d as follows: ' 
42 2. The following words or phrases, as used in this att, shall 
43 have the following meanings, unless the context otherwise 
44 requires: 
45 a. "l.Jealthcare facility" means the facility or institution 
46 . -wnether -pUl'ilic Of pnvate, engaged pnnclpany ,m proVldmg 
47 services - for health maintenance organizations, diagnosis of 
48 treatment of human disease, pain, injury, defonnity or physical 

_4.::c9__Cc~di t~~n,inc!uding, but notlimite~l.JQ, a gene~a.I §~.pitail1L~5pn.eCilc"I"aIr_-_-----

50bospital,mental hospital, public health center, diagnostic center, 

•
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treatment center. rehabilitation center, extended· care faetlity, 
2 skilled nursing home, nursing home, intennediate care .facility, 
:3 tuberculosis hospital. chronic disease hospital, lTla~mity hospital, 
4 outpatient .- clinic, dispensary,--nome--he·att~~are--·agency,-

5 residential health care facility and bioanalytical laboratory 
G (except as specificallY excluded hereWlder) 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 anyone or more·health 
12 care-facilities..and the predominant source of business of which is 
13 not by contract with health ~are 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 mpatient· and postdiseharge care provlaeaIDor byaneaIfn tare 
18 facility, and such other items or services as are necessary for 
19 such care, which are provided by or Wlder the' supervision ofa 
20 physician for the purpose of health maintenance organizations, 
21ciagnosis or treatment of human disease, pain, injury, disability, 
22 defonnity or physical condition, including, but not limited to, 
23 nursing service, home carenursing andotherparamedical 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 ~ervice, 

27 medical social service, drugs, biologicals, supplies, appliances, 
28 equipment, bed and board, but excluding services provided by a 
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 ~pr.ayer, and services provided first aid, rescue· and 
3b---./"ambulance SQuads as defined in the "New Jersey Highway Safety 
33 Act of 1971," P~_L.19n.Lc..;I51(C.27~5F-let.seq+ 

34 c. "Construction" means the erection, building, or substantial 
35 acquisitIon, alteration, reconstr)Jction, improvement, renovation, 
36 extension or modification of a health care facility, including its 

-- - 37- equipmen4--~-the inspection _-and_supervision thereof; and the 
3& studies, SlirvB¥S.-desigJll).J_ plans, working drawings, .specifications, 
39 . procedures, and other actions necessary thereto.----.-~---

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

,;
 

• 42 e. "Commission" means the Hospital Rate Setting Commission ..
 
43 established pursuant to this act. ~ .
 
44 f. "Government agency". means a department, board, bureau,
 

--jr------------t4~5r---rtdin:·vr!tlil:iirr,ornll', or
 

•
 

IOrT1ffff'ilic~e~,-.n:ragency, public benefit or a'that' corporation,
 

46 any other \mit, however described, of the State ?r political
 
47 subdivision thereof.
 
48 g. C:'Statewide Health _Coordinating. COW'lc.il" means 
49 -stateWtae-l'fecilth COordiilafing --coun~il-----romred-wider 
50 provisions of Federal Law 93-641, as amended and supplemented.) 

'.\ 

~ -  --_. 

-
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(Deleted by amendment, P.L. . c. ) 
h. ["Health Systems Agency" means an officially recognized 

health systems agency fonned under the provisions of federal 
Law Q3-641 as amended and supplemented.] JD,.leled by 

amendment, P.L. I c. ) 
i. "Oepartment" means the State Oepartment of Health. 
j. "Commissioner" means the State Commissioner of Health. 
k." Preliminary cost base" means that proportion of a 

hospital's current cost which may reasonably'be required to be 
reimbursed to a properly utilized hospital 'for the efficient and 
effective delivery of appropriate and necessary health care 
services of. high quality required by such hospital's mix of 
patients. The preliminary cost base initially may include costs 
identified by the commissioner and approved or adjusted by the 
commission as being in excess of that proportion oLa hospital's 
current costs identified above, which excess costs shall be 
eliminated in a timely and reasonable manner prior to 
cer.:tification of the revenue base. The preliminary cost'base shaH 
be established in accordance with regulatiol)s proposed by the 
commissioner and approved by the board. 

1."Certified revenue base" means the preliminary cost base 
adjusted by the commission, as appropria te and necessary 
pursuant to regulations proposed by the commissioner and 
llPproved by the board. to pl'{),vide for the financial solvency of a 
hospital which is properly utilized and ·which delivers. effectively 
and efficiently, appropriate and necessary health care services of 
a high quality required by its mix of patients. 

m, ·Provider of health care" means an individual (1) who is"a 
direct provider of health care service in that the individual's 
primary activity is the provision of health care services 10 

individuals or the adIninistration of--haalth care facilities -iR--whiGh 
32 such care is provided and, when required· by State law, the 
33 ~vjdual has rec~ived 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 hesilth care in that th-e individual (a) holds a fiduciary . 
37 position with, or has a fiduciall' interest in•. any entity described 
38 til subparagraph b(ii) or subpata'graphb(iv); provloea,- nowever. 

_ 3j} that a member of the governi!!BJ)f)dy of a county or any eiected 
40 official shall not be deemed to be a provider of health care unleSs _ 
41 he is a member of the board of ,trostees of a health care facility--
42 or a member' of a board, committee. or';body with authority 
~ similar to that ~f a board of trostees. or unless he partiCipates. in 
44 the direct administration of a health care facility; or, (b) 

r
 
I 

r 

-
--~-

45 receIved, either directly or thiOugh Iifs-·-spo~·~us-e-.---m~o-re--:';thi-'an--'--~-~~--+------

46 one-ten~ of his gross annual income for anyone .or more of the 
47 following; 
48 (i) --~-----Fees or-other-compensat-ion--fo-r-~reh---int-o-m'-ins-truclion---=::-
49 in the provision of health care servICes; 
50(iil-Entiti~ el1&..a..8!l.~Lin th~_pro~ion of health care services or 

___ -.>

~~~6!i.~.:.,', ;.'.-.... -.'-.,-.;.!.-,-,._: ',;_'.'.,~.:.~.:
:.~iliZ..~~~,~~~· ~~. ~~_ 

;~;;i" " ., 
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1 in t68earch or instruction in the provision of health care services; 
2 (iii) Producing or supplying drugs or other articles for 
3 individuals or entities for use in the provision of or in research 
4 into or instruction in the provision of health care services;..;
5- (iv) Entities engaged in producing drugs or such other articles. 
6 n. "Private long-term health care facility" means a nursing 
7 home, skilled fi!!rn!ng home or intermediate care facility 
8 presently in operation and licensed as such- prior to the adoption 
9 ofTheT9{i7 Ufe Safety-eodeby- the State Department of Health 

10 in 1972 and which has a maximum 50-bed capacity and which 
11 does not accommodate Medicare or Medicaid patients, 
12 o. "Local -advisory board" means an independent, _private 
13 nonprofit corporation which is not a health care facility, a 
14 subsidiary thereof or an affiliated corporation of a, health care 
15 facility, that is designated by the Commissioner of Health to 
16 serve as the regional health planning agency for a designated 
17 region in the State. . 
18 p. "State Health Planning Board" means the board established 
19 pursuant to section 4[10]-114 of P.L. ,c.- (C.)(now pending 
20 before the Legislature as this bill) to prepare and review the 
21 State Health Plan and to conduct certificate of need review
 
22 activities.
 
23 (cf: P.L.19BO. c.105, s.5)
 
24 4(3.] 29. 4 Section 5 of P.L.1978, c.83 (C.26:2H-4.1) is amended
 
25 to read as follows:
 
26 5. a. There is hereby .established in the State Department of 
27 Health a Hospital Rate Setting Commission which shall consist of 
28 - five members£. three of whom] who shall be appointed by the 
29 Governor with the advice and consent of the Senate for tenns of 
30 [4]Jour years. Of the (initial] appointees added pursuant to P.L , 
31 c. lC. ) (pending before the Legislature as this bill), one 
32 shall serve for a tenn of [2] two years and one fot a term -of {3] 

33 ~ years. No member shall be eligible for- appointment for 
34 'moore than two full consecutive tenns. [Two) Three of th~ 
35 members appointed by the Governor shall be conswners of health 
36 care services who are not providers of health care services. one 
37 shall r-epl'e&ent either business or orAAJUzed lab?r as _a purchaser 
38 ..oLhealth care servIces and une,shall-bave experience in hospital 
39 administration or finance1, but shaUnot be 'an employee of a 
40 hospitaJl. [The Commissioners of ,the State 'Departmjlnts 0(. 

--	 41 Health and Insurance or their designated-rt:l?resentatives, who
 
42 shall be officials with the rank of d'~puty or assistant
 
43 commissioner. shall serve' as ex-officio voting members of the
 
44 cOlllmission.] 'f
 

45 from among its members. Three members of the comrnjssion
 
46 shall constitute a quonnn and no action of the commission shall
 

The (appointedl members of the conumSSlon _ 
------e6ffifJensa-Hon-at-$-~().OO per- daY-.- The commissioIl. members shaIJ _ '--

u or-a majOl'ity-of-its--

!I. 

47 be taken except upOif 1fieaffinnative-vure

49 

---5&
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also be entitled to reasonable expenses incurred in the
 
2 perfo'nnance 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 appointme~t ~ut
 
6 fQr the unexpired tern) only. A member shall otherwise continue
 
7 to serve after expiration of his term until a new appointment is
 
8 ma~e. '
 
9 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 du ties.
 
13 The commission shall be established and its members appointed
 
14 by January 1,1979.
 
15 b. The commissioner shall determine the order in which
 . ~ 

16 hospitals shall have their preliminary cost base and appropriate 
17 schedufe~ of rates approved by the commission. The commissioner 
18 shall propose and the commission approve or adjust the 
19 preliminary cost base. and the commission shall approve an 
20 appropriate schedule of rates for all hospitals by January 1. 

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 
26 conditions described in subsections k. and L of section 2 of this 
27 act have been met. and shall perfonn such other duties as are 
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 
31 of this act, except as said system is amended by regula-tiWl. untiL.- . 
32 the commission approves the hl)spi tal's preliminary cost base. 
33 (cf: P.L.1978. c.83. 5.5) 

34 4(~ 4 Section 7 ofP.L.1971. c.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 l[services] service1 shall be instituted
 
38 .after the effective date of [this act] P.L.1971, c.136 (G.26:~H-1
 

~:IS -llrseq;rexc'ept upon-appl1cauon-rorand receIpt oTa-certIfIca{e
 
40 of need as provided by [this act] P.L.1971, c.136 (C.26:2H-l et
 
41 ~. 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 fa~ility which is li:onstructed or
 

----------4'J44<t---~e!Yxpnat#m11dife~di:-.-onr--wh:ieh--instutesa flew health G~~:c~e4-.--Uin~ ~ _ 
45 violation of the provisionS of ,4[this actl P.L.1911. c.136
 
46 (C.26:2H-l at seq.)4. ..
 

47 The provisions of this section shall apply to 1[any purchase;"of
 
48 major moveableO\equipment whose total cost is over $1 million and
 

------~--~L----:aJ!!R~)~l::m~g~d~e!!m!!li~z~a~tl!!·g!!n~,=!F!!:eR!!!O~·~.'a~t~ioE!R!!:=!!o!'::r~eo!:!!n~l5~t!Fl!:!:ue~t~i!!o!!fl::::ip~1'6~ie~e~t~w~hos~pc--------T~~-:-~-? 

50 total cost is over $1 million.]~ 

~ j '.' 
',_':, ';"';._f- ... ",:":":. 

..:~<:' .:' <f;~~1t~~i:~;;L~~:,j~' 
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a. The iOltialion of any health care service as provided in 
2 seclion 2 of P,L.1971, c.136 (C.26:2H-2}j 
J b. The initiation by any persOn of a health care service which is 

.f' thc>1-subjecI of a health planning regulation adopted by the 
5 Departlllen I <> f Heal thj 

.. j(;~ 

Ij c. The purch~se by any person of major moveable equipment 
7 whose lotal cost is over $1 million; 
8 d. The expenditure by a licensed heal th care facili ty of over $1 i 

I 
9 million for modernization or renov.ation of its physical plant, or ~. 

'10 for construction of anew health care facility, and 
11 e. The modernization, renovation or construction of a facility 
12 by any person, whose total project cost exceeds $1 million, if the 
13 facility~type is the subject of a health planning regulation 
14 adopted by the Department of Health. 1 

15 The commissioner may periodically increase the monetary
16 thresholds established in this section, by regulation, to reflect 
17 inflationary increases in the costs of health care equipment or 
18 sonstruction. 
19 For the purposes of this section, "health care service" shall 
20 include any service which is the subject of a health planning 
21 regulation adopted by the Department of Health l[and any 
.22 service or acquisition, including a serviGe provided by, or 
23 acquisition of, a physician in' the physician's, private pra-chce, 
24 with a total project cost that is greater th~ $1 million], and 
25 "person" shall include a corporation, company, association; 
26 society, finn, partnership and joint stock company, as well as an 

·27 individtfal\ 
28 4A physician who initiates a- health care' service which. is the 
29 subject of a health planning . regulation or purchases maj(}r 
30 moveable equipment pursuant to subsection b. or C.o of' this 

.~~-~ 3,1 section, may apply to th~ commissioner f<Jl- a waiver of the 
32 certificate of need requirement if: the equipment or health care 
33 service is such an ess~ntiaI, fundamental and integral cOffip<nient 
34 of thephysiCi-an'spractice specialty, that the physician would be 
35 "jfuable to practice his spedalty accordlltg to the acceptable 
36 medical standards of that specialty' without the health care 
37 service or eqI'lipmeht; the physicianJrills.-at least ~%--of-his--totaJ-----:- __ u 

38 amount of charges in the practice specialty which uses the health 
39 care service or equipment; and the health caie serVlCeor 
40 equipment is not otherwise available and accessible to patients, 
41 pursuant to standards established' by the cotnmiSsioner, by 
42 regulation. The commissioner shall make adetennination about 

" 

43 whether to grant· or deny the waiver, within'-120 dayS from the 
44 date the--l'eQ!¥lst for the waiver'is received by the commissioner 
45 and shall SO notify the physician who requested the waiver. If the 
46 request is denied. the- commissiOner shall .include in that_ 
47 nOtification the reason for the denial. If the r .vest is -denied 
48 the initia on of a !tealth care service or the purchase of,major 
4 movea e Ul 

50 reguirementspuI'Suant to this section. 

--------.-. ---_ . . 
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1 A health maintenance ofj~anization which rumishes at lea~! 

2 basic comprehensive care health services on a prepaid basis to 
3 enrollees either through I?roviders employed by the health 
4 maintenanCfl organization or'through' a iTT'eIDcat1Iroup or groups 
5 which cont ract directly with the health maintenance 
6 organization", which initiates a health care service, or 
7 modernizes, renovates or constructs a health care _facility. , - . 

8 pursuant to subsections a., h., d. or e. of this section, may apply 
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 or construction is.in the best interests 
12 of State heaith planning; and the health maintenance organization 
13 is in compliance with the provisions of P.L.1973, c.337 (C. 
14 26:2[-1 et seq.) and complies with the provisions of subsection d. 
15 of section:3 of P.L.1973, c.337 fC. 26:21-3) regarding notification 
16 to the commissioner. The commissioner shall make a 
17 detennination about whether to grantor deny the waiver within 
18 45 days from the date the request for the waiver is received by 
19 the cdmmissioner and shail so notify the health maintenance 
20 organization. If the request for a waiver is denied on the basis 
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 denied, -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 ,"The requirement to obtain a certificate of need for major 
29 '-n'!oveableequipment pursuant to subsection c. of this section 
30 shall not apply if a contract to purchase that equipment was 
31 entered into prior to Julyl. 1991..4 

--.3 (cf: P.L.1971, c.136. s.7) 
3~ 4{5.] 31..4 Section 8 of P.L.1971, c.136 (C.26:2H-8) is amended 
34 to read as follows: 
35 8. No certificate of need shall be issued unless the acHon , 
36 proposed in the application ,for such certificate is consistent with 
37 the health care needs identified in 'the State Health Plan and the 
38 action is necessary to provid,e required health care, in the area to 

• 

"'~-- -15e. serveG;can'be- econoniical1}r,accmnplisheii.and maintained,~~will 
40 'not have an adverse, economic or financial impact on the delivery 
41 of, health care services in the region<;()r StateWide, and will 
42 coritrib,ute to the orderly development of adequate and effective ,'" 
43 health care services. In'makirig such determinations there shall 

. 44 be-taken into consideration (a) the availability of facilities or 
45 services which may serve as alternatives or substitutes, '(b) . the 
46 beed for special eqwpment and services in the area, (c) the 
47 possibleeconpmies and improvement in services to be anticipated 
48 from the operation of joint central services, (d) the adequacy of 
49 financial resources and SoUt.ces of present and future revenues, 
50 (e) the availability of sufficient manpower in the several 

o 

_,,~--7,_ 
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professional disciplines, .and (f) such other facton! as may be
 
2 established by regulation. [The commissioner sllall cause
 

- .. . . - ,,-._.--'-	 , .. 

J . appropriate surveys and studies to be made concerning the need
 
4 for health care facilities and keep current records and statistics
 
5 there.on by designated areas or regions of the Sta.te.]
 
6 In the case of an application by a health care facility
 
7 established· or operated by any recognized- religious bOdy-or
 
8 denomination the needs of the members of such religious body or
 
9 denomination for care and treatment in accordance with their
 

10 religious or ethical convictions may be considered to be public .~ , 

11 need.
 
12 (cf: P.L.1971. c.138, S.l)
 

13 4[6.] 32. 4 Section 9 of P.L.1971, c.136 (C.26:2H-9) is amended
 
14 to read as follows:
 
15 9. Certificates of need shall be issued by the commissioner in
 
16 accordance with the provisions of [this' act] P.L.1971, c.136
 
17 (C.26:2H-l et seq.) and the State Health Plan and based upon
 
18 criteria and standards therefor promulgated by the
 

,	 19 commIssIoner. [The commissioner shall establish minimum 
20 requirements and maximum' needs for health care- facilities in 
21 each area or region of the State, taking into consideration the j
22 recommendations of the health 'systems agencies and the 
23 Statewide"Health Coordinating Council. 
24 No such certificate shall be denied Without the approval of the 
25 board and prior to the detennination' by the board, the appli1:::ant 
26 shall have been granted oppottunity for hearing and .. the. 
27 commissioner or his designee shall have furnished the board in I

i 

28 writing his recommendations and reasons therefor; and no] The I 

29 commissioner may approve or deny an application for a i
30 certificate of need if the approval or denial is consistent with the 
31 . State Health Elan.--If an applidltion is denied, the applicant may J
~	 . 

32__ appeal the.decision. to the board. Nodecjsion_s.n~be_made by
 
33 the commissioner contrary to the· recommendations of the
 
34 [Statewide Health Coordinating Council or the Health Systems
 
35 Agency] State Health Planning BOard or· the local advisory board
 
36 concerning a certificate of need application or any other matter,
 
37 Wllesstha.lcQunciLand-1he Healtb.SySt.e~-Ag.en~~e8Ith_
 

38 - P~anning:£oard--and the applicant shall haw.--~t-ed-
39 oppOrtunity - for hearing. Requests for a fair hearing shall be_
 
40 made to the Department of Health within 30-days of receipt of
 
41 notification of the commissioner's action. The department shall
 
42 arrange within 60 days of a request, forJair hearings on all such
 
43 cases and after ·such hearing the commissioner or his designee
 
44 shall furnish the board, the [council, the Health Systems Agency]
 
45 State'9 Health Planning Board and the applicant in writing the
 
46 hearjp8 exammer' s r~corrunendations and _reaso~'- therefor. The
 
47 board within 30 days of receiving all appropriate hearing ;~ec()rds
 

48 or, in the- absence of ,a request· for a: hearing within 30 -days of
 
49 receiving the denial recommendations of the commissioner, shall
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1For the three-year period begiIU1ing Ianuary 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:~I-,,1 et 

seq.). to a Statewide total of 4[$275]~4 million per year for 
all projects, exclusive of the refinancing of approved projects. 1 

\ 4For the purposes of this section, capital construction project 
shall include the purchase of any major moveable equipment as 
web as any modernization, construction, or renovati~m project. 4 

If the commissioner intends to approve or deny an application. 
for a certificate of need contrary to the State Health Plan, the 
commissioner shall submit to the board the entire record of the 
application, including the recommendations of the local advisory 
board and the State· Health PI8IU1ing Board and the 
commissioner's speciJic reasons for his intention to act contra!)' 
to tne State Health Plan. lrThe board is allthorized to make the 
final decision regarding the application.]l If the board agrees 
with the commissioner, it shall 1 request the commissioner to hold 
the affected· application and! direct the Stare Health Planning 
Board to amend the State Health Plan to reflect its 
determination. lUpon the effective date of the amendment to 
the State Nealth Plan, the commissioner-Shall reconsider the 
application) 
(cf: P.L.1978, c.83, s.6) 

433. -<New section) ·There is established in the Department of 
Health aState Health PI8IU1ing Board. The members of the board 
shall include: the Commissioners or Health and Human Services, 
or their designees, who shall serve as ex officio,· nonvoting .. 
members; the chairmen of the Health Care Administration Board, 

) 

the Hospital Rat'e Setting Commission and the Public Health 
Council. or their designees, who shall serVe as ex officio 
members; one. representative from each of the local advisory 
bgsigPs; and five public members appointed by tbe Govemor with 
the,· advice and consent of the Senate, three of whom are .. 
consumers of health care services who are neither providers of 
health care services or persons· with a fiduciary interest in a 
health care service. 

Of the public members fii-stappoiflled, two shail:se~'8-J6l'-a--
" te(ffi of two years, two shall serve for a tenn· of thr~,e years and· 
-one shall serve for a term of four years. Following the expiration 
·of the original terms, the public members shall serve\"for· a terin 
of four years and are eligible for reappointment: Any vacancy 
shall be filled in the same manner as the original appointment, 
for the WIeXpired term.· Public members shall continue to serve 
WItli theirsucGessors are appointed. Tile public members shall. 
serve without co ensation but rna be reimbursed -for 
reasonab e expenses inc"urred ill the perfonnance of their duti~s, 

within the limits of funds available to the board. . '. ~. 
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shall not l by reason of his perfonnance of any duty, function or 
2 activity reguired of, or authori·zed to be und8rt9ken by, the board, 
3 be held civil\y or- Griminally-liable-.-ifthaLperson.aeted~thinthe 

4 scope of his duty, f}IDction or activity as a member or employee \~ 
5 of the board, without gross ne~ligence or malice toward any 
ti person affected there!)y. 
7 b. A member of the State Health Planning Board.shiill not vote I,
8 ",.on any matter before the board concerning an individual or entity 
9 with which the member has, or"within the last 12 months has had, I

10 any substantial oWnership, employment, medical staff, fiduciary, . I

I
I11 contractual, creditor or consultative relationship. A member who 

12 has or has had such a reiationship· with an iiidividual or entity 
13 involved in any matter before the board shall l1}ake a written 
14 ,disclosure of the relationship before any action is taken by the 
15 board with respect to the matter and shall make the relationship 
16 public in imy meeting iil which action on the matter is to he 
17 taken. 4 . I,
18 434. (New section) a. The State Health Planning Board shall 
19 prepare and re~ise annually, a State Health 'Plan. The: State j 
20 Health Plan shall identify the unmet health care needs in an area l 
21 by service and location and it shall serve as the basis upon which i 
22	 all certificate of need applications shall be approved.. The plan I·

I23	 shall be effective beginning Ianuary I, 1992. ! 
24 The State Health' Planning Board ,shall consider the, 
25 recommendations of the local advWlory boards in preparing and 
26 revising the plan toincorpgrate specific regional and rgeographic 
27 considerations of access to, and delivery oT, health care services 
28 at a reasonahlecost. The State HealthPI:mnmg Board shall 
29' incorporate the' recommendations of the local advisory boards 
30 into the plan unless the recommendations are in conflict with the 
31 best interests of St'atewide health planning. 
32 For each unmet health care serviCe identified'in the plan, fhe 

_31.J3_--:--lp~l:!:!an!!'=!sh~'all~--!=:;;2spi!:e~c~i~fy",,·~the~'!E=.,J:!,petilid.-~·~·!:!o-'~o:!!J:....-.lh!!.·m ..~a...!c~e~r~h!:!·f#~c~a~t:!:e~o~f~-	 !.!:e~· -!f~-o~r_w~hi~'c~h!.;:
______34 need for that service shall be valid. 

35 The plan shall be adopted by the Commissioner of Health 
36 pursuant to the" Acbninistiative Procedure Act," P.L.196a, c,4l0 
37 (C.52:14B-l' et seq.), subject to the apptovalof the Health Care 
38 Administration Board. 
39 b. The State Health Planning Board shall review applications 

" 40---;-'f~0~r~ce~r~~Tif~i~ca~t~e~s='~o~f=;;n~e~edr~an~~m~·~'·~e=.::;r~e~co~'mm~~e~n~a~lo~r1s~~o~~e-----.-..-----L 
.	 . , 

41 Commissioner of Health in aGcordance with the State Health

• 42 Plan. 4 

43	 43"5. (New section) There is established a program to provide 
local. health planning ona St.atewide basis iil a minimum .of five 4~ 

45 specific geographic regions to be desiwlated by the Govemor, in -- 
46 consultation with the Commissioner of Health. Each region shall, 
47 to the· extent possible, include SufficiE!ntI'esaurces to proVide a 

o 48 comprehensive range of health care facilities and services and 
49 the deSi~atio~ of -each . region shall take bito accoUnt the 
50 compatib~fsocial, economic, transportation and geographic " 

,.,~ 

:.jI , 
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1 characteristics.
 
2 a. Local health plaTUling in each region shall Ite -A:;onducted by ~
 

3 local advisory board approved by the CommiSsioner of Heall~
 
4 which shall beorganized as-anonprofit--eorporation. --i' _ 

5 The commissioner. shall establish requirements for the
 
6 composition of the governing body of each corporation and shaJI
 
7 specify, under the tenns of an agreement with the corporation
 
8 for the awarding of a gr<ffit pursuant to this section, those
 
9 functions which the board, at a minimum, shall perform. The
 

10 commissioner snall award to each' corporation a grant of such
 
11 monies as shall be determined by the commissioner.
 
12 ThILmembership of the governing body of the corporation
 
13 approved as a local advisory board shall be composed of
 
14 cdnsumers 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 510/0 but
 
17 no more than· 60% of the members' shall be persons who are not
 
18 providers Of health care. .
 
19 b. The 10l;:al advisory board shall conduct local health planning
 
20 for its designated region and make recommendatioos at least
 
21 annually to the State Health Planning Board for incorporation
 
22 into the State Health Plan. The local advisory board shall also
 

'1  I23 review certificate of need applications 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 required of, or authoriied to be undertaken 
29 by the corporation, be held civilly Or crimiOally liable if that 
30 person acted within the scope of his duty; function or activity as 

---,>
.. 31 a member of the governing body or employee of the corporation ' 

'32 and Without gross negligence or malice toward anypersob 
.. _..3.3....- affected tbeteb-y..._~_~"....c-.".. ----: ----:--_. 

34 A corporation shall not, by reason of the performance of any 
35 duty, fmction or activity required of,...or authorized to be 
36 undertaken by the corporation, indleld-eivilly OF Grlmlnall¥ liable 
37 if the member of the governing body or the employee of the 
38 corporation who acted on behalt'u of die "coiPoration- iii-. tne 
39 performance of that duty, function.or~.activity acted wlthinthe 

----- 4~eope of his dut-fi31JRetlen or actiVity as a member of the.. "----..--..:....-.---- 
41 governing body or employee of the cotporation, exercised due 
42 care and acted without gross negligence or malice toward any. 
43 person affected thereby. 4 . 

_44 1 4[7.] 36.4 Section;10 of P.L.1971,: c.1·36 ·(C.26:2H-10) is
 
nded to read as follows:
 

46 1,0. Application for a.certificate of need -SliaIf,be made to the
 

, 
i. 

_ 

47 department. and' shall be in such loml.. and contain such 
48 infonnation as the department may prescribe. The department • 
49 shall charge a nonreturnable fee l[o£not more than $l.000.00P ;.:-: . 

50 for the filing of an application for a certificate of nee.d l[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 
:l a project ·whose total cost is greater than $1 million but less than 
.. $10 million. the fee shaU be $0,000 plus--.:05%Ot-the-lotalproject 
5 cost, and (or a project who$e total cost is $10 million or more, 
6 the fee shall be $5,000 plus 1.0% of the, total project cost1 \ 
7 except that. the maximum fee for the filing ot an application 
8 shall be $100,0004. Upon receipt of an applicat~on, cogies_ 
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 counciIl boards shall provide 
13 adequaternechanisms for full consideration of each application 
14 submit ted to them anpJor 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 
2L-.. forth ins!lctiQI! 8'-[Qereof] of P. L.1971. c.136 (C.26:2H-8). 
22 No member, ~ffit~r -or 'employee' of any pranning body shall be 
23 subject to civil a~tion 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. c.136 (C.26:2H-ICl) ,to the contrary:' ..' 

, 31 (1) If at least 25% of the quorum of voting members-a"t a 
32 meeting of a local advisOry board votes affirmatively to approve 

-~--,-- ------ - -------------- "'33--a'eef'tif~ofDeed appJiCatiQl1rcres-ardless-of-whethe1'--the--looaI 
34 

35 
---~------------3&-

,t_ 

•
 

o
 

37 
38 
39 

~- -- _. 

40 
41 
42 

,43 "J 

44 
45 
46 
47 
48 

'. 49 
50 

advisory board's recommendation is to aPl)rove' 'o'rdeny 'the 

app'lication, the application shall he forwarded, to. the State 
Health P1:m-'ling Board for its review of the application." If the 
application does not receive the required minimum number of 
affirmative votes, the application shall not be submitted to the 

forwarded to the Commissioner of Health for his reVIew 0 ,t e 
appllcation.' If the application does not receive the required 
mmimum number of affinnative votes, the application shall not 
be submitted to the commissioner--for his review. " 

b. If an application which is co~istent with the State Health 

I 
I 
I

..,~.. 

1 

,f' 

Sta'teHealth Planning Board or t~ommissioneI of He-a:lttlfO'r----'------'-,,
their. reviews. respectively; 

(2) if at least 25% of the quorum of voting members at a 
meeting oJ ,the State Health Planning Board votes affirmatively 
to approve a certificate of need application, regardless of 
whether the State' Health Planning B6ard' s re.comniEmdation is to 
approve or deny the application, the applic_at1onshall, be 
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1 Plan does not receive the required mmmlUm nwnber of 
2 affinnative votes by either alncal advisory hoard ~r -:the State 
3 Health Planning Board, respectively, the applicant may request a 
4 fair hearing to pennit the application to mo,ve to the next level 
5 for review. The requesffor iiufairheliring-snaIT beuInade"""ro- the 
6 Commissioner' of Health within 30 days of the vote by the local 
7 advisory hoard or State Health Planning Board, as applicable. 
8 The fair hearing shall be held within 60 days of the request. If 
9 the hearing examiner detennines that the application should be 

10 reviewed by' the next level for review, the applkant shall be sO 

11 notified and the Sta te Health Planning Board or the 
12 commissioner. as applicable. shall review the application in the 
13 manner provided pursu~t to section 10 of P.L.1971. 'c.136 
14 (C.26:2H-I0). 4 

15 4[8.] 38.4 Sectinn 12 of P.L.1971. c.13&, (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 bcense 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 unifonn system of cost accounting approved by the commissioner; 
22 (3) establish and maintain a unifonn system of reports and audits 
23 meeting the requirements of the commissioner;' (4) prepare and<llo~-
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)1 as 
28 related to medical health services. health care services, and 
29 health manpower; and (5) establish ~d maintain a centralized. 

_ ..T 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 commi~ioner which requirements shall. 
33 where feasible.-equal or exeeed tbese-standaFdsand-regulat-ions" 
34 established by the Federal Government for aU federally-funded 
35 health care facilities but shall not require any person who is not 
36 in receipt of State -or Federal assistance to bedischa-rged against 
37 his will. ~ -_-

--- 3s ~b., (i)~ApprrGa.t.iOOciOi ancen~e fora-'heait:h:::La.r:e:fa_Gilli~~~-,
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. 1he application shall 
44 con1ain the name of the health care facility. the kind or kinds of 
45 health caceservice to be provided, the location and physical 

,'------------44l6~--tidlfles~cr-1nR·rip+iti~Oft-rioJ-th~_instittttion, and such cUler information as 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 

--_._------,- ------~ ---

~:---~------~-

i 
- __.--l-=-~ 

!
I 

I 
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adequate and there is reasonable assurance tqe health care-. 
2 fad Ii ty will be operated in the manner required by this act and
 
3 rules and regulations thereunder.
 l
'1 c. A license Issued before the effective date of this act to a _. , ; - ,'. (,..-,., .. , ._- '_'~"' __ '_-'-'_"_'_----,--~,_._-------'----- -'..
 

5 health care facility for its operation. upon the first renewal date
 
6 t"tlereafter, ,may be eXlenaeafor a 1 year period of time, provided l---·
7 the facility then meets the requirements for licensure at the time
 
8 said license was iSsued and submits an acceptable plan to meet
 
9 current r,equirements at the' end of said period of time.
 

10 d. The commissioner may amend a Cacili ty' s· license to reduce 

.

I 
11 that facili ty' s licensed bed capacity to reflect actual utilization 
12 at the facility if the commissioner dete.imines that 4(one] 104 or 
13 more licensed beds in the health care ,fa:~ility have notlie;;-us;d 
14 for at least the last two succeeding ye'ars 4(1, except that. the 
15 provisions of this subsection shall not apply in those cases in 
16 which a .licensed bed has not 'been uSed for at least the last two 
17 succeeding years in order to comply with a' patient's or 
18 resident ~ s request to redu,ce the ,number of beds in that patient's 
19 or resident's room at the facility during the time the patient or 
20 resident occupies the room1]4. For the, purposes of this
 
21 subsection. the commissioner may retroactively review
 
22 utilization at a facility for a two year period beginning on 4(~
 

23 1. 1989] January I, 19904~
 

24 (cf: P.L.1978. c.83. s.8)
 
25 439. (Ne~ section) a. Ifa hospital enters into a contrad or
 
26 any other 'fonn of agreement with a health care benefits
 
27 provider. insutance plan or any other third party to charge a
 
28 discounted or reduced rate for hecUth care services rendered at
 
29 t,he hospital for that provider's. insurance plan's or third partf's
 
30 subscriberS, enrollees, members or beneficiaries, as the case· may
 
n be, the hospital shall notify' the· Hospital Rate Set ling
 
32- Commission in· writing Witltin 30 days of the date that the
 

-- -33 ---- contract or a~ement is entered into. 

.~ . 

;.. ". 

34 
~----35 

36 
37 

- ._-~_ .. ~ ---J8
39 
40 
41 
42 
43 
44 

A' hospital shall not be entitled to recover throughits 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 cQmmission, thehaspi-t-al- shall provide-the commission With 
information about the number of patients whose rates, were 
discounted or reduced and the loss in revenue incurred by the 
hospital as a result of the contract or agreement. 4 . 

4(9.1 40. 4 Section 11 of P. L.1978, c.83 (C.26:2H-IB.1) is 
amended to read as follows: . 
"J 11. a. The commission shaUmake the determinations and hear 

--------------:4;-;:5~-a=:p:::p:-:e:-::als'1::"""-=p~ro=V1-::;·':Jd--.:e:JdJf;:-:orin this act in a timely manner pursuant to 

46!.egulatioqs proposed by the commissioner and ilpp'roved by ,the 
47 board. Such regulations shall be presented to the Standing 
48 Legislative Committees on Institutions.. Health and Welfare fOf 
49 final approval within 1 year following establishment of the 
50 commission pursuant to the provisions of thIs act, ~d shall ~ 
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remain in effect in the fool! proposed by the commISSIoner and 
2 approved by the board unti.l the provisions of such regulations are 
3 enac ted in to law as amendmen ts to this ac t. Such -r~ula tions 
4 shall require that in the event the commission does not perform 
5 its duties within the time period specified therein the commission 
6 , may permit a hospital to make a~ te.mporaryreasomible ch-ange-in 
7 rates which shall be effective immediately, when it deems it in 
8 the public interest to do so. Notwithstanding such temporary 
9 change in rates, the review procedure set forth in this section 

10 shall be com:\ucted by the commission as soon thereafter as is 
11 possible. 
12 b. Pursuant to regulations proposed by the commissioner and 
13 approved by the bo«rd, the commissioner shall propose and the 
14 commission shall make automatic periodic "adjUstments to .each 
15 preliminary cost base or certified revenue base for changes in 
16 
17 

18 

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 

i 
I 

19 for each hospital's actual changes in volume and case-mix, which 
20 
21 

are necessary and appropriate. The commission shall approve an 
appropriate chapge in the schedule of rates to reflect these j 

22 

23 
adjustments. 

c. Pursuant to regulations proposed by the commissioner and ,r. 
, 

24 approved by the board, the commission shall consider adjustments 
25 to the certified revenue bases and sche9ules of rates. provided 
26 such adjustments: (1) result from changes in statutes [and] ~ 

27 regulations affecting the delivery of health care; and (2) may 
28 affect one or more hospitals. Such adjustments shall take into 
29 account the effectiveness and efficiency of the health care 
30 delivery system as a whole. Where appropriate the cO!Jl!J1i1i1;!()n __ 
31 rIJay sit en bane and hold public hearings in order to obtain the 

_/ 32 evidence required to support its conclusions and determinations. 
-- --- -33 ~. • " .j 

fu the case of sUctr hearings the- commission shall provide aGtual 
34 notice to the affected planning and licensing ·authorities and_ 
35 hospitals, and to the comImssioner -and theYublic- Advocate. -- 
30 --o. -PUrSuant to- regUlati~~ -p-~~sed by the commissioner and 
37 approved by the board; all lother] changes in [the commission's 
38 deterritinationsl a hospital's preliminary cost base or certified 
39 revenue base and schedule of rates other than those provided for 
40 in sub~ections b. and c. of this· section, sh~-require a review by 
41 the commission in a publit: hearing of the entire preliminary cost 
42 base or certified revenue base and schedule of rates. 
43 Determinations of the commission may be appealed by hospitals. 
44 the commissioner, the Public Advocate. affected planning, 
45- -~==----

licensing 'or inspection agencies and payors. and· other affected 
~ . . .'. 

46 parties, and shall be conducted as contested proceedings under 
47 the AdministrativelProceduresl Procedure Act, P.L.l.968, C.410 
48 
49 
50 

·(C.52:14B-l et seq.). During the pendency of any appeal. the 
schedQle of rates' approved by the commission pursuant to 
[sections 5 and 10 gf this act] section .5 o£-P.L.-l978, c.83 

.<1., <..
• ! . 
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1 

2 

3 
4 

5 
6 
7 

8 

9 

10 

11 

12 
13 

14 

15 
16 
17 
18 
19 
20 
21 
22 
21

24 
25 
26 

27
28 
29 
30 

31 

---/32 
33 
34 

35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

45 
46 
47 
48 
49 
50 

(C.26:2H-4.1) and section 18 of P.L.1971, c.136 (C.26:2H-18)
 
shall remain in effect.
 

In all appeals, the burden of proof shall be on the pefi'tioner.
 
All d~tenninations rendered hereWlder shall be consistent with
 
re8ulations and shall set forth_ in detail the commission's
 

\ reasoning and conclusions regarging the parties and
 
considerations specified in this act.
 
(cf: P.L.1978. c.a;}. s.l1)
 

4[10. (New section) There is established in the Department of
 
Health a State Health P"larming Board. The members of the boal-d
 
shall include: the Commissioners of Health and Human Services,
 
,or their designees, who shall serve as ex officio,nonvoting
 
members; the chairmen of the Health Care Administration Board,
 
the Hospital Rat-e- Setting Commission and the Public Health
 
COWlcii. or their designees. who shall serve as ex officio
 
members; one representative from each of the local advisory
 
boards; and five public members appointed by the Governor with
 
the advice and consent of the Senate, three of whom are
 
consumers of health care services who are neither providers of
 
health care services, or persons with a fiduciary interest in a
 
health care service.
 

Of the public members first appointed, two shall serve for a
 
tf:!rtrrof two years. two sn-all serveroTlCterm of three years arur--

on,e shall serv!" fol', a term of four years. Following the expiration
 
of the original terms, the public members shall serve" for a term
 
of four years and are eligible for reappointment. Any vacancy
 
shall be filled in the same manner as tlie original appointment,
 
for the\U1expired term. Public members shall continue to serve
 
\Ultil their successors are appointed. The public members shall
 
serve without "compensati.on but may be re~bUl'Sed for
 
reasonable expenses incuN'ed in the performance of their duties.
 
within the limi ts of funds available to the board. ". ',.'
 

------	 . -~ 

.a. A member or employee of the State Health Planning Board ,0 

shall not, by reason of his perfonijance-ol- aiiy"-duly~'- func-fiOn. or - - ~---------~_.-

activity requir::,ed of, or authorized to be undertaken by the board,
 
be held civilly or criminally liable if that person acted within the
 
scope of his duty, f\U1ction or activity as a member or employee
 
of the board, without gross negligence or malice toward any
 
persoll affected thereby.
 

b. A member of the State Health Planning Bo~rd shaH not vote
 
on any matter before the board concerning an uidividual or entity
 
wi th which the member-has,"~or within the last 12 months has had,
 
any substantial ownEU'S!tip, employment, Ijledical staff,ficluciary,
 
contuictual, creditor orconsuitative relationship. A member who
 
.ras or has had such a relat!0nshipwithanindivi~ o~ entity
 
involved iii any matter before-the- board' shall make a written
 

- disclosure	 of the relationship be.fore any action-iS. taken by the 
board with t'!J$pect to the matter and shall make the relationship 
publiir in any meeting. in which action on the matter is to be 
taken.)4 
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------------ .,. -1 _--1.{.11.(Ne.~ec.tion).a. The State.. Health Planning Board shall 
---._-_. ------2- - 'prepare--ana--revise arufua1,ly;-:-iCSlareHecilt1l1lran~neSt~ t;-

3 Health Plan shall identify the unmet health care needs in an area 
4 by service and location and it shall serve as the basis u(JoI1"which 
5 all certificate of need applications shall be approved. 'The plan 
6 shall be eff~ctive beginning January 1, 1992. 
7 " The State Health Planning Board shall consider the 
8 recommendations of the local advisory boards in preparing and 
9 revising ,the plan to incorporate specific regional and geographic 

10 considerations of access to, and delivery of, health care services 
11 1a t a reasonable cost1. The State Health Planning Board shall 
12 incorporate the recommendations· of the local advisory boards 
13 into the plan unless the recommendations are in conflict with the 
14 best interests of Statewide health planning. 
15 l[The plan shall establish an annual limit for major capital 
16 construction projects that would be authorized to be financed by 
17 the New Jersey Health Care Facilities Financing Authority 
18 pursuant to P.L.1972, c.29 (C.26:2I-1 et seqJ,except that for the 
19 five-year period beginning January 1, 1992 through December 31, 

20 1996, the annual, limit shall be $200 million.}1 
21 For each uninet health care service identified in the plan, the 
22 plan shall specify the period of time for which a certificate of 
23 need for that service shall be valid. 
24 The, plan shall be adopted by the Commissioner of Health 
25 pursuant to the" Administrative Procedure Act," P.L.1968, cAlO 
26 (C.52:14B-l~H s~.), subject'''to the approval of the Health Care 
27 Administration Board. 
28 b. The State Health Planning Board shall review applications 

., 

29 for certificates of need and make recommendations to the 
30 Commissioner of Health in accordance with the State Health 
31 Plan.]4 
32 4[12. (New section) There is established aprogram to provide 

-.Y'	 3-3 local health planning on -a Sta.te~~e basis in .a minimum of fiv{l 
34 specific geographic regions to be designated by the Governor, in 
35 c~nsultation with theCommissioner'of Health. Each region Shall,----
36 to the extent possible. include sufficient resources to provide--a 
37 comprehensive range of health care facilities and services and 
38 the designation of ·->each region -sbalJ take -U)to' account the" 
39 compatibility of social, e<ronomic, transportation and geographic 
40 characteristics. 
41 a. LOcal health planniilg in each region sha1!be conducted by a 
42 10calad.Asory board approved by the ConimiSsioner of Health, 
43 which shall be organized as a nonprofit corporation. 
44 The commissioner shall establish reqUirements for the 
45 composition of the gOvemnig llbiiyM eacbcorporation ud shan 

46 otJspecify, under the tenns of an agreement with the 'corporation 
47 for the awarding of a grant pursuant to this section, those 
48 functions which. the board, at a minimum, shall perfonn.The 
49 commissioner shall award to each corporation a grant of such 
50 monies as sllall be detennined by the commissioner. 

---"~'-.-

L.
! ... 

", ~, 
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·.-..-·.-.---1---'fhe-.nert1bershipo-f---t-h~verning body of the corporation	 ~~ 2 approved as a local advisory board shall be co~of
 

3
 consumers and providers of health care who reside or have their 14 principal place of business within the geographic region 
.5 

I ~ 
\designatcd by the commissioner, except that no less than 51% but I

6 no more than 60%.0( the members shall be persons who are not 
7 providers of health care. 
8 b. The local advisory board shall conduct local health planning i 
9 for its designated region and make. recommendations at least ! 

10 annually to the State Health Planning Board for incorporation I 
11 tinto the State Health Plan. The local advisory board shall also
 
12 rel/iew certificate of need applications for any proposed' projecJ.
 
13 in its region and make recommendations tg the Commissioner of
 
14 Health in accordance with the State Health Plan. '
 I
15 c. A member of the govel1ling'~m----empleyee of the
 
16 corporation shall not, by reason of his performance of any duty,
 
17 function or activity required of, or authori·zed to be undertaken
 I 
18 by the corporation. be held civilly or criminally liable if that 
19 person acted within the scope of his duty, function or activity as '§'.
20 a member of the governing body or employee of the corporation j
21 and without gross negligence or malice toward any person
 
22 affected thereby.  1
23 . A corporation shall not, by reason of the performance of any I 

24 duty, function or 'activity required of, or authorized to be I 
I 

2S undertaken by the corporation, be held civilly or criminally liable - ---: 
26 if the member of the governing body or the employee of the",
 
21 corporation who acted on behalf of the corporation in the
 
28 performance of that duty, fWlction, or activity acted within the
 
29 scope of his 'dUlY, function or activity as a member of the
 
30 governing body or employee of the corporation, exercised due
 

--/	 31 care and acted without gross negligence,. or malice toward any 
32 person aHeeted thereby~]4 

33 4[113. (New section) a. Notwi\hstanding the prov.isions- of 
-:N---- sect-ion-WoiJLL197J.,-c..l1B (C.26:2H-IQLto the contrary:
 

35 (l) If at least 25% 0 of the guonnn of voting members at a '
 
36 meeting of a local advisory board votes'affinnatively to approve
 
37 a certificate-.of need appijcation, regardless of whe'therthe loca!'
 
38 advisory board's recommendation is to approve or 'deny' the '.
 
39 application, the application shall be forwarded to the State
 
40 Health Planning Board for its review of the "-iPB1!cation. If the
 
,~1 application does not receive the requited' minirnmn nmnber of 
42 affirmative, votes, the' application shall not be subrititted to the 
43 ' State Health PlaJlJli:ftg Board or the-Commissioner of Health for 

? . 

44 their reviews, respectively. 
45 i (2) If at least 25% of the Quonnn of votin~ members -at a 
46 meeting of the-Stil-te,-He-alth Planning-Board voteS affilmatively 
47 -to approve 'a certificate ' of need application, regardless of 
48 whether the State Health Planning Board's recommendation is to 

a rove or, en
 
50 forwarded to the Commissioner of Health for his review of, the
 

") 
- .' ~... ", .-. 
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application. If the application does not receive tffe required
 
2._.minimum number of affinnative votes, the application shall not
 
3 be submitTed to lIle commT~i~ner for his review. ,,:"... ..
 

.4 b.. If an application which is consistent with the State Health
 
!;i Plan. does not receiv{l'th~ required minimum number· .of
 
6\ affinnative votes by either a locai advisOry bOard or the State
 

..,., 
7 Health Planning Board, respectively, the applicant ·may request a 
8 fairhearlng to permit the applicatiori to move to the nextle~el 
9 for review. The request for a fair hearing shall be made to the 

10 Commissioner of Health.within 30 days of the vote by the local 
11 advisory board or State Health PhuuiingBoard, as applicable. 
12 The fair hearing shall be held within 60 daYs of the ·request. If 
13 the hearing examiner determines that the. application should be 
14 reviewed by the next level for review, the applicant shall. be so 
15 notified and the State .Health ...Planning Board' or the 
16 commissioner, as applicable, shall review. the application. in the 
17 manner provided pursuant to section 10 of P.L.1971, c.136 
18 (C.26:2H-1O).lj4 
19 1[13.] 4[!i:.1] 41. 4 Section 3 of P.L.1968, c.413 (C.30:4D-3) IS 

20 amended to read as follows: 
21 3. Definitions. As used in this act, and unless the context 
22 otherwise requires:
 
23 a. "Applicant" means ~y person'who has made application for
 
24 purposes ofbecoming a "qualified applicant."
 
25 b. "Commissioner" means the Commissioner of the
 
26 Department of Human'Services.
 
27 c. "Department" means the Department of Human Servic'es.
 
28 which is herein designated as the single State agency to
 
29 administer the provisions ot this act.
 
30 d. "Director" means the Director of the Division of Medical
 
31 Assistance and Health Services.
 
3~ e. ., Division" _ineans.- the- Divisien- ef-Medie-al .Assistanc:e and
 
33 Heal th Services. . • I
 

: 
34 f. "Medicald" means the New Jersey Medical Assistance and . 

,.... 
35 Health Services Program. 
36 g. "Medical assistance" means payments on behalf of 

_.-.~.. 37 recipien-is .-§.J!rovfders for medtc-al=:care-aricHie5RGes authoci zed 
'38 under this act. 

!"p39 h. Jt-P-rovider" means any person, public or private institution,
 
agency or-business concern approved by the division lawful1y
 
providing medical care, 'services, goods" artdOsupplies authorized'
 

42 under this act, holding, where applicable, a current valid license
 
43 to provide such services or to dispense sUch goods or supplies.
 
44 L"Qualified applicant" means a person who is a resident of
 

45; this State and is determined to need medicalcare'and services' as
 
46 'provided under this act, and who:
 
47 (1) Is a recipient of Aid to Families with Dependent 9hildrenj
 
48 (2) Is a recipient of Supplemental Security Income for' the
 
49 Aged, BI..IDc:l and Oisabled under Title XV'-""'-'o=f'--=th=eo....=SO=c=i=aJ.~S=ec=u=r=i~tyL..-~_~'----
50 Act;
 

~.;...-,-"'O-~ 
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(3) Is an .. ineligible spouse" of a recipient of Supplemental 
2 Security Income for the Aged. Blind and Disabled under Title XVI 
:] of the Social Security Act. as defined by the fed,t;rCll Social 
-I Security Administration; 

(4) Would be eligible to receive public assistance und~r a 
6 categorical assistance program except for. failure to meet- an 
7 eligibili ty condition or requirement imposed under such State 
8 program which is prohibited under Title XlXof the federaCSocial 
9 Security Act such as a durational residency r~uirement, relative 

10 responsibility, consen~~impositi<?_n of a lieni-..:~_~ __ . ...._... 
11 (5) Is a child between 18 and 21 years of age who would be 
12 eligible for Aid to Families with Dependent Children, living in the· 
13 family group except for lack of school attendance or pursuit of 
14 'fonnalized vocational or technical training; 
15 (6) Is art Individual under 21 years of age who- qualifies' for 
16 categorIcal assistance on the basis of financial eligibility, but 
17 does not qualify as a dependent child under the State's program 
18 of Aid to Families with Dependent Children (AFDC), or groups of 
19 such individuals, including but not limited to, children in foster 
20 placement under supervision of the Division of Youth and Family 
21 Services whose maintenance is being paid in wl10le cir in part from 
22 public funds, children placed in a foster pome Or insti tution by a 
23 private adoption agency in New Jersey or children. in 
24 intennediate care facilities, including. institutions for the 
25 mentally retarded. orin psy,cmatric hospitals; 
26 (7) Meets the standard of need applicable to his circumstances 
27 under a categorical assistanceprograrn or Supplemental Security·
 
28 Income program, but is not receiving such assistance and applies
 
29 for medical assistance only.
 
30 IrA person shall not be considered a qualified applicant if,
 
3'1 willtin Z4lfion ths----of becommg-or- malOng apptication --m---becomea
 
32 . qualified applicant, he has made a voluntary assignment or
 
33 . transfer of real or personal property. or any interest orestiite in
 
34 property. for less than adequate. consideration. Such voluntary'
 
35 ~ignn1ent or transfer oLpro~er!:~r_shall be deemed to have be~n _
 

~~~~~~~-~~36~ ~-made for the p·urpose of becoming a qualified applicant· in the 
31 absence--ot-evidenc-e- to--the--eontrary-----supplied---by-the-applicant. 
~8 This requirement shall not be applicable to Supplemental Security" 
39 Income applicants or aged. blind or disabled applic~ts for· 
40 Medicaid only unless 'authorized by federal law. Implementation. 
41 of this ,requirement shall confonn with the provisions of section 
42 -1-32 of Pub.L: 97-248 (42 U.S.c.§ 1396 p. (e));]1 
43 (8) Is determined to be medically needy and meets all the 
44 eligibility requirements described below: 
45_"/ (a). J'he following indlviauais are' eligibie for services. if they 
46are--d~tennined;to be medically needy: 
47 (i) Pregnant women; 
48 (jj') Dependent children WIder the. age of 21; 
49 lui) IndivlilualS' who a'~eaI"S""of age and older. and 
50 (iv) Individuals who are blind or disabled pursuant to either 42 

I
{", . 
I 

._._ 

" 
10 
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I eligibili ty. In such instances the division shall provide county 
2 welfa~e agencies with all information the division may have 
3, available on the individual. .. .. 
" The division shall notify all eligible recipients of the 
5 \ Pharmaceutical Assistance 

C 

to the Aged and Disabled program; 
6 P.L.1975, c.194 (C.30:4D-20 et 'seq.) on an annual basis of the 
7 medically. needy program and the program's general I
B requirements.' The division shall take all reasonable .9 administrative actions to ensure that Pharmaceutical Assistance 1 I

_.""_.~--W-- to the. Aged i1.tJ..d. DisabJ-eq reciRj,trr!.ts, ~ho_notify the division that ,
j 

11 they may be eligible for the program, have their applicationS 
12 processed expeditiously, at times and 10cationSoconv~nient to the 

---13 recipients; and
 
14 (iii) the division is responsible for certifying incurred medical
 I 
15 expenses for all eligible persons who attempt to qualify for the 
16 program pursuant to subparagraph (d) of paragraph (8) of this 
17 subsection; I 
18 (9)(a) [Is a pregnant woman, or is] ~ a child who is [under one I 
rg- - year of age, or, on and after October I, 1987, is a child under 
20 two] at least one year of age-and under six years of age; and I
21 (b) Is a member of a family whose inco!Jle does not exceed 1
22 133% of the poverty level and who meets the federal Medicaid , 
23 eligibility requirements set forth in section 9401 of Pub.L. 99-509 
·N (42 U.S.C.§ -1-396a)[, except_that a. pregnant woman whet is __ I 
25 determined to be a qualified applicant shall, notwithstanding any 
26 change in the income of the family of which she is a member.. I 
27 continue to be deemed a qualified applicant until the end of the
 
28 60 day period beginning on the last .day of her pregnancy];
 
29 (Hl) Is a-pregnant Wotnanwho is determined. by a provider to
 r:m bepreslImpti'l.elyeligible for medical assistance based on criteria
 

_/ __ ~ ~~~blis_hed by th.e commissioner, pursuant to section 9407 of
 I 
~=--=~- 32 . Pub.L.99-S09 (42 U.S.C.t 1396a(a»~ [or] 

33 (11) Is an individual 65 years of age and older, Or an individual I34 who is blind or disabled pursuant to section 301 of Pub.L. 92-603 

3-5 - ~2 -ll S C § 1382C). wbose..income:...does _not_e~ce..e.<L1.00% ot..!h.E! __ 
36 poverty level, adjusted for family size. and whose resources do 
37 not exceect-JOO~-:1Jt.the reSQUrce-_ ~and~ -~d- to-1iet~rmine' 

38 medically needy eligibility pursuant to paragraph (8) of thiS 
39 subsection1[JJ.l 

40 ~1Is a qualified disabled and working individual pursuant to 
41 section 6408 of Pub.L.101-239 (42 U.S.C. §1396d) whose income 
42 does not exceed 200% of the poverty level and whose. resources 
43 do not exceed 200% of the resource standard used to detennine 
44 eligibilHy unde~ the Suppremental Security Income Program, 
45 P.L.1973.c.256 (C.44:7-85et seq.!.; or • 
46 (13)1 Is a pregnant woman oris a child who is Wlder one year 
47 Of age and is a member-of a family whose income does-not exceed ..-.-.. -.~-.-

48 185% of the poverty level and who meets the federal Medicaid
 
_____A9 eligibility rJlquirements- set forth in-se~tion9401·af -Pub... L.99-509
 

50 (42 U.S.c. -§1396a), except that a pregnant woman who is
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detennined 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 appli~ant ~til"the end' of Ii"JC 

4 60 day period beginning on the last day of her pregnancy. 
5 IAn mdividual who has, within 30 months of applying to be a 
6 qualified applicant for Medicaid services in a nursirig-Tacili ty UP a 
7 medical institution, or for home or communitY-based services 
8 under section 1915(c} of the federal Social Security Act (42 

9 U.S.C.§1396n(c)), disposed of resources' for less than fair m,arket 
10 value shall be ineligible for assistance for' nursing facility 
11 serviees. an eq~ level of services in a medical institution, 
12 or home or community-based services ui1de.r'sectio~ '1915(c} of 
13 the federal Social Security Act (42 U.S.C. §1396n(c)). The period 
14 of the ineligibility shall be the less-er of 30 mQnths or the number 
15 of months reSulting from dfvidin~ the 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. 1 
19 j. "Recipient" means any qualified applicant receiving benefi ts 
20 under this act. 

I21 k,. "Resident" meanS a person who is living in the State
 
22 voluntarily with the intention of making his home here and not I, .
 

I • 
I23 -.,.:.r-· for a 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 accompllsne~do not 
26 interrupt coritinuity of residence. 
27 1. "State" Medicaid Co~~ssion" means the Governor, the 
28 Commissioner of,' Human sfl'rvices, the President of the Senate 
29 and the Speaker, of the General Assembly, hereby constituted a 
30 commission to approve and direct the means and method for the 
31 paYmenLof claims pursuant to this act. ' 
.32	 m. "Third party" means any person, institution, co'qx;~ation. 
33 insurance company, public, private or governmental eritity who is 

- .	 Q . 

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---appliGant for--oc-recipien,t of lI1edicar-~ance='',n 

37 payable un~er this act. , ~ 

38- n. "Governmental peer grouping system" means a separate 
39 class of skilled nursing and iiltermediate care facilities 

i· 
40 - admini~tered by the State or co~ty govepunents, established f~r 
41 the purpose of screening their reported costs and 'setting 
42 reimbursemerit ral~s '" undet the Medicaid program that are• 43 reasonable and adequate to meet the costs that must be incurred , 
44 by efficiently and economically opertlted 5ta,te or county skilled I 
45 nursing and'intermediate care facilities. L 

- ---~'-,---~ -	 c~c::-:ar:::',:::e--=p:=ro=v=-::i'":id;-::e=r"n--~----------j 

.- ~ 

" 

• 
- -<11)-" ~----u;- "Comprehens=l=v=e-'=m:::-:a::-'t:-::eC::ffil="'"i:ty=:-C::o:::r-,-=p:"::e':J(fiT:a::;:t=n'-'

47 means any person or public or pnva,te health cat:e~ facility that is 
48 a provider and that is approved by the commissioner to provide 

I-------~--49 comprehensive maternity care or comprehensive-p~diatriG--Gare-as 

-------'-'------~-----l';5&-------definedin subsection b. (18) and (19) of section ~_ of P I 1968, 

" 
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1 cAl3 (C.30:4D-ub. (lB) and (19)). 
2 p." Poverty level" means the official poverty level,.b~ed on 
3 family size established and adi~ted under Section 673(2) of 
4 Subtitle B. the "Community Services Block Grant Act," of 
5 Pub.L.97-35 (42 U.S.c.§ 9902(2)}. 
6 (cf: P.L.19B7. c.349, s.l) 
7 1[14,] 4(l§...1] 42. 4 (New section) I[Within five years of the 
8 effective date of P.L. . c. (C. )(pending before the 
9 Legislature as this bill), the Commissioner of Hwnan Services 

Ip shaH ensure tnat aU recipients of medical assistance pursuant to 
11 P:L.1968. cAl3 (C.30:4D-I et seq.) ·are given the option of 
12 participating in a managed care plan] The Commissioner of 
13 Human Services shall prepare a five-year plan to develop. a 
14 Statewide network of managed care providers for Medicaid 
15 recipients pursuant to P.L.1968. c.413 (C.30:4D-l at seq.)I. A 
16 managed care plan may include, but is not limited to, the Garden 
17 State Health Plan, ,or Its stIccessor, any other State approved or 
18 federally qualified health maintenance organization, or any other 
19 cost effective health plan, prepaid or otherwise, that is under 
20 contract with the Division of Medical Assistance and Health 
21 Services in the Department of Human Services to provide 
22 managed care services to 1Medicaid1 recipients 1[of medical 
23 assistanceP. 
24 IThe commissioner shall prepare the plan within one year of 
25 the effective date of P.L. r c.' (C. Upending before the 
26 Legislature as this bill) and submit the plan to the Governor and '. 
27 the Chainnen of the-Senate Institutions, Health and Welfare and 
28 General Assembly Health and Human Services Committees.1 

29 4[116.] ~4 (New section) Within one year, of the effective 
30 date of P.L.· , c. (C. Upending before the Legislature as this 
31 bill), every State 'approved or federally (jualified 'health 
32 maintenance organization in the State shall submit a plan' to the 
33 Commissioner of Human Services to enroll Medicaid recipients 
34 pursuant to P.L.1968, c.413 (C.30:4D-l et seq.). The plan shall 
j5 include--th.e.......-terms- and conditions for enrolling Medicaid 
36 recipients, including the nwnber of recipientS-that can reaSonably 

- - --.107._.__ be enrolled. the health care sel'Vlces that Will ·be offered, and"'"an 
38 estimate of tlie percapifircos.t for enrollment. gf these persons. 
39 The commissiOlier shall provide a health, maintenance 
40 organization, upon written reguest, with mlY nonidentifying 
41 infonnation about Medicaid recipients that is necessaiy to· assist 
42 the health maintenance organization in preparing its plan.1 
43 4t!17.] 44. 4 (New section) Withiiisix months of the effective 
44 date of P.L.· ! c. (C~ Upending before the Legislature as this 
45 bill), the Commissioner .of Hmnan SellVicesShau report to the 
46 Goyemor and the Chainnen of the Senate Institutions, Health and 
47 Welfare and General .Assembly Health and Hwnan- Services 

.~ 48 Committees on ways: to incTease the.nuinber ot providers in -the 
---T)-  --~4~9-~A~4e;di~·;eal~·~d~.;p~ro;g~r;8:I~m~p~u~rs;u~ar~n~t-;--~to~.j.P~.~-L~.=1~968~~r~-c~~i413~--·;(~C~.~30~·:i4~D~-11~.~ert---=-::------:--~-il=ti2 

50 Seq.); . to improve Medicaid provider .relations with the Medicaid 

-  '  __f-:-~--~ 
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program; to reduce administrative burdens encountered by 
2 Medicaid providers; and to streamline Statewide administration 
3 of the Medicaid program. 1 
4 1(15.1 4(.!!!.:.1] 45. 4 (New section) a. Any person' who is not 
5 eligible for medical assistance pursuant to P.L.1968, c.413 
6 (C.30:4D-l et seq.) who is employed full-time or part-time and 
\7 does not have health insurance coverage provided by his employer 
8 or by his spouse's employer. jf any, or who cannot afford to 
9' purchase health insuri/J1ce coverage that may be offered by his 

10 employer or his spouse's employer, if any, shall be eligible to 
11 purchase health care coverage through the Garden State Health 
12 Plan operated by the Division of Medical Assistance and Health 
13 Services in the Department of Human Services. 
14 b. A small employer. as defined by the Commissioner of 
15 Human Services. who has not provided or offered to· provide 
16 health insurance coverage anytime during the 12-month period 
17 immediately preceeding the effective date of coverage\pursuant 
18 to this section, shall be eligible to purchase health care coverage 
19 for its employees through the Garden State Health Plan operated 
20 by the Division of Medical Assistance and Health Services in the 
21 Department of Human Services. 
22 c. The Commissioner of Human Services shall design one or 
23 more plans of be-nefils for employees and small employers who 
24 wish to purchase health care coverage through the Garden State 
25 Health Plan. The, commissioner shall establish a schedule of 
26 premiums for enrollment in the plan. which shall ensure that the 
27 premiUJl1S charged are adequate to fWld the costs of the ben~fits . 
28 provided by the plan to persons not otherwise eligible for medical 
29 assistance tmder P.L.196fi, c;413 (C.30:4D-1 etseq.). 
30 d. The commissioner shall make the purchase of health care 
31 coverage through the· Garden State Health Plan available to 
32 employees and small employers within one year of the effective 
33 date -of P.L. ,c. (C. ) (pending before the Legislature as. . 
34 this bill). 
35 Ie. Nothing in this section'shall be· construed to inClude the 
36 Garden State Health Plan as a health maintenance organization in 

_V ~ _any other provision of law regarding the offe~g or availabilitY:-:. 
38 of covera.ge by a health maintenance organization. 1 
39 1[16.] 4[19.1 Section 2 of P.L.1959, c.90 (C.2A:53A-8)' is 

-1.. 40--amended to read as follows: -------

41 2.- Notwithstanding the provisions of tve- foregoing paragraph, 
42 any' nonprofit corporation, society or' association organized 
43 exclusively for hospital purposes shall be liable to respond in 
44 'damages to such beneficiary who shall suffer damage from the 

1------------'4~.5._-aRee:gligeRceaf suelH3eFpElFatioR, society Of association or-of'----fjit~sc------
46 agents or servants. [to an amount not excceOing $10,000.00, 
4-7 together with interest and costs of suit, as the result of any, 1 '.-, 

48 accident and to the extent to which such damage, together with 
49 interest and costs of suit, shaJJ exceed the sum of $10,000.00 such-:----·:"-'-- --
50 nonprof-it corporation: society or association o~.ganized--

- . .~,-.-

- .-.--' ..--- ------~-------
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1 substl tution is indica ted and prior to having his prest:ript1oll 
2 filled. request] if substitution is indicated1 the pharmacist or his 
:1 agent lho infomlhitn] ! prior to filling the prescription, shall 
4 infonn the consumer1 of the price savings that would result from 
5 substitution. If the consumer is not satisfied with sil,id....price 
6 savings he may, upon request. be dispensed the drug product 
7 prescribed by the physician. The pharmacist shall make a 
8 ijotation of such request upon the prescription blank. 
9 (~f: P.L.1977, c.240. 5.8)]4 

,1(18.] 4[~1 (New section) The Drug Utilization Review 
11 COWlcil 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, _aft~r 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 tOO&, State to write prescriptions intended for the treatment or 
17 p.re-vantion of disease in man or animals, he.reinaftet referr~d to 
18 as a prescriber, which shall: 
19 a. Inform a prescriber of the provisions of 1[P. L. • c. (C. ) 

(pending' before the Legislature as this bill)] section 8 of 
21 P.L.1977, c.240 (C.24:6E-7)1; and 

. 22 b. Infonn a prescriber that the enactment of this act does not 
.	 23 preclude a prescriber from prescribing a brand name drug i r. in 

24 his opinion, the. use of the brand name dru& is in the best medical 
25 interest of the patient.]4. 
26 . 1[19.] 4[22. 1] 46. 4 (New section) A physici~shall not dispense 
27 more than a 4Jfour-day] seven-day4 ~upply of drugs or medicines 
28 to any patient4[, unless the] .' The4 drugs o-r medicines 4[are] 
29 shall be4 dispensed at or below the cost the physician has paid for 

the partic1,llar drug or. medicine 4, plus an administrative cost not 
31 to exceed 10% of the cost of the drug or medicine4. 
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 institutioilofhigher 
35 education, or4 a publicly subsidized 4commmuty health center,4 
36 fi!!Jlily planning 4~linic4 or prenatal clinic. if d the drugs or 
37 medicines that are dispensed are directly related to the services 
~-pro~ded_a!t!Ie 4[clini~] facilitY~i --~=-_ ._ --
39 b. whose practice is situated 10 miles or more from a licensed 

phannacy; 
41 c. when he dispenses allergenic extracts and injectabies: 4[orl4 

42 d. when he dispenses drugs pursu'ant' to an oncological or AIDS 
43 protocol4 j> or " . 
44 e. when he dispenses salves; ointments or drops4. 
45 1[20J 4[23. 1 (New sectlon). SectIons 1[20' thiOugh 37) 23 

I 

r i . 

1--- --. 
j -
I 

46 through'401 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 Dentist1 u'Jan Redemption Program Act.")4 
49 '_ 1[2.1.)4[24.1 (New section) As used illsections 1[20 through 37] 

23 through 401 ofP.L. ,c. (C. ) (petiding l1efore the 

~ 
'" 

'-,-'. 
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! 
1 Lcgisla ture as this bill): 
2 "Eligible student loan expenses" means the cumulative total of 
3 the annual student loans covering the cost of attendance at an 
4 undergraduate institution of medical lor dental1 education. 
5 Interest paid or due on student loans that an applicant...has taken 
6 out for use in paying the costs of Wldergraduate medical lQ£ 
1 dental 1 education shall be considered eligible for reimbursement 
8 under the program. The Chancellor of Higher Education may 
9 establish a limit on the total amount of student loans which may 

10 be redeemed for participants under the program. provided that 
11 the total redemptiort of s tuden t loans does not exceed 1[$40,000] 
12 $70,000 1. 
13 "Medically underserved area" means an urban or rural area 
14 which need not conform to the geographic bourlCJaries of a 
15 political subdivision within the State but which shall be defined in 
16 tenns of census tracts. if pOSsible. -which is a rational arfla for 
11 the delivery of health services and which has a medical lor 
18 _de_n_ta_l l manpower shortage as detennined by the Commissioner f 

I 
19 of Health; or a population group which the commissioner 
20 detennin~ has a medical lor dental! manpower shortage; or a i 
21 public or nonprofit private-health care facility or other facility 
22 which is so designated. f
23 "Primary care" includes the practice of family medicine. 
24 general internal medicine. ge!1eral pediatrics, general obstetrics, 
25 gynecology, and any other areas of medicine which the 
26 Commissioner of Health may define as primary Care. lPrimary 
27 care also includes the practice of general dentistry and I28 pedodontics. 1 
29 "Primary - Care Physician land Dentist 1 Loan RedemptIon 

-', 30 Program" means a program, which provides for the redemption of 
31 the eligible student loan~xpensesof its participants. 
32 "Undergraduate medical lor dental! -;ducation"--means the - 
33 period of time between entry into medical lor dentall school and 

---../" 34 the award of the medical (M.D., D.O.) degree lor dental (D.M.D.) 
/35 degree, respectivelyl.)4 ' 

36 " 1[22.) 4[25. 1 (New section) 'There is established a Primary 
3'7 Care -Physician land Dentist1 Loan -RecIem-ption- Program- wnlrin 
38 the Department of Higher Education. The program shall provide 
39 for the redemption of a portion of the eligible student loan 
40 expenses of program participants for each year of service ina 
41 medically Wlderserved area' of the State as designated by the 
42 Commissioner of Health.]4 
43 1[23.1 4[~ 1 (New section) To be eligible "to participate intpe . 
44 --P-rl-'mary Care Physician land Dentist l Loan Redemption 
45 Program. an applicant shall: 
46 a. Be a resident of the State; 
47 b. Be a graduate of a. med.ical school approved by the State 
48 Board of Medical Examiners for the purpose of licenSUre and 
49 receive a recommendation from the school's medical staff 
50 concerning participation in the loan redemption progr~ lin the 

--- .-
-1--"'-
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1---caseoTi'rphysician-,~or--be._.a.graduateof a dental school approved 
2 by the New rersey State Board otOentlstrY--for-the-purJlQse of 
3 licensure and receive a recommendation from the school's dental·. 
" staff concerning participation in the loan- redemption program in 
5' the case of a dentist 1; . 
6 c. I[HaveJ In the case of a physician, have1 complet~p a 
1 pro,fessional residency training program and receive ~ 
8 recommendation 'from the medical ~taffof the, training program 
9 conc~ming particip~tion in the loan redemption program; and. 

10 d.Agree to practice medicine lor dentistry, as appropriate,1 
11 in a medically underserved area of the State.J4 
12 1[24.J 4[21. 1 (New section) The Commissioner of Health. after 
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 Commissioner of Health in designating underserved 
17 areas shallinclude. but not be limited to: 
18 a. the ratio of the supply of primary care physicians land 
19 dentists1 by relative specialty to the population under 
20 consideration with a goal. of meeting current standards for 
21 physician land dentist1 to population \;ratios in primary care 
22 medical land dental1 specialties; 
23 b. the financial resources of the population under 
24 consideration; 
25 c. the population's access to medical land dental1 services; 
26 and, 
27 d. appropriate physician land dentist 1 staffing ratios in State. 
28 county, mun~cipal and private nonprofit health care ,facilities. 
29 The commissioner shall annually,tra.nsrnit the list of medically 
30 lUlderserved areas and the number of positions needed in each 
31 area to the Chancellor of Higher Educatitm.J4 

____ ~_~__.![25_J 4[28.1 (New section) A medical lor deQtail student "tho 
33 ,is eligible and interested in participating in the loan redemptton 

. 34 program shall sign a nonbinding agreement with the Department 
--/ 35 of Higher Education upon completion of the final year of 

- 36 - lUloergraduate nlfiOIcall or dentarr-h·aIiiiiig r;-as appr6priater.----~~·-----
37 At the end of the final year of residency -training lin the case of 
38 a physician, and at tIie end of the final year oC Undergraduate 
39 dental training or residency training if such training is required in 
40 a primary care dental specialty in the case ofa dentist!, the, 
41 appUcant Shan--~igri a contractual agreement with the Department 
42 of Higher EduGat~on. The agreement shall specify the applicanC~ 

__	 43 length of 'require9 service and the" total amount of eligible 
44 student loan' eXpeIlSes to be redeemed by the State'fu return for 
45 service. The agreement shall also stipulate that: the applic;ant has 
46 knowledge of and agrees' to the six month probationary period 
47 required -prior to final acceptance into the program pursuant 'to 
48 section 1[27] 301 of P.L. I c. (C. ) (pending before the 
49 Legislature as 'this bill)~]4 

50 1[25.] 4[29.1 (New section) Maximum redemption' of loans 
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1 under the loan redemption program shall amount to 1[25%]15%1 
2 of principal and 'interest of eligible student loan expenses in 
3 return for one full ye~r of service in a designated medically 
4 underserved area of the State, an addition-8.l 1(35%] 20%1 for a 
5 second full year of service, l[and]l an additional---4-4o%] 25%1 for 
6 a third full year of service land an additional 40% fbl"'a fourth 
7 full year of service1 for a total redemption of eligible student 
8 loan expenses of up to. but not to exceed, 1[$40;000] $70,0001. 
9 \ Service in a medically underserved area shall begin immediately 

10 upon completion of the medical_ residency training program lin 
11 the case of a physician, and immediately upon completion of 
12 undergraduate dental training or residency training if such 
13 training is required in a p-rimary care dental specialty in the case 
14 ofadentist 1.]4 . 
15 1[27.] 4[30,1 (New section) Each program participant shall 
16 serve a six month probationary period upon initial placement in a 
17 service site within the medically underserved area. During -that 
18 period, the medical lor dental1 staff of the service site 1~ 
19 appropriate,l shall evaluate the suitability ,of the placement for 
20 the participant. At the end of the probationary period, the 
21 medical lor dental l staff shall recommend the continuation of 
22 the program participant's present placement, a change in 
23 placement, or its determinati~n that 'the participant is an 
24 WlSui.table candidate for the loan redemption program. If the 
25 medical lor dfmtal1 staff of the ~service site recommends a 
26 change in p\flcement, then the chancellor shall place the program 
27 participant in an· altemate placement within a medically 
28 underseLVed area. If the medical lor dental1 staff determines 
29 that the program participant is not a suitable candidate for thf;! 
30 program... then the chancellor shiill take this recommend~tion int~' 
31 consideration in regard to theparticipan7sflnal acceptance into 
32 the program. No loan redempt~on Payment shalLbe made during 
33 -the six month probationary penod, however, a <'Dl'QgI'am 
34 participant shall receive credit for this six month period in 
35 calculating the first year of required service ,under the loan 
36 "redemption ccmtract.J4- - . 
37 1[28.J 4[3'1. 1 (New section) 'The Chancellor ~f Higher 
38 Education. in consultation with the Commissioner of Health, shall 
39 match program participants to medically underserved areas based 
40 upon the ranking of the underserved areas established by the 
~41 e'ommissioner and on the basis of participant preference.]4 
42 . l[29.J 4[32. 1 (New section) The Chancellor of Higher 
43 Education shall annually detemtine the qmnbe.r of program
44 positionS available on the basis of the need for primary care 
45 physicians land dentists1 in medically underserved areas of the 
46 State as detennined by the CommisSioner of Healtlr and the State 
47 and federal fundS av;rilable for the program. Once the 'nUmber of 
48 program positions has been detennined. the chancellor shall 
49 select the program p~rticipants from aniong. those' students who 
50 have applied to the program and who meet - the" criteria 
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eslablished p.<'S.an' 10 section 1[231 2. 1 of P.L. • c. (C. ) . ~ 
(pending before the Legislature as this bill). In selecting prog·ram 
participants, the chancellor shall accord priority to applicants in 
the folJowing manner: 

a. first, to any applicant who is completing a 1fourth,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 j
medically Wlderserved area; and, 

c. Third, to any applicant according to the severity of the 
rphysician lor den tist 1 shortag~in the area selected by the 
Iapplicant. 
t 

In the event that there are more applicants who have the same I
 

priori ty than there are program positions, the chancellor shall
 I 
select participants by means of a lottery or other fonn of random
 
selection.]4
 

~[30.] 4[33. 1 (New section) A physician lor dentist 1 who has
 
previously entered into acontract with the Department of ~igher
 

Education may nullify the agreement by .notifying- the_
 
Department of Higher Education in writing and assuming full
 
responsfbility 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 whic~ has not been ,.
 
redeemed by the S·tate in return for partial fulfillment of the
 
contract. In no event shall service in a medically Wlderserved'
 
area lor leSs than the fUll cal,eOOar year of each period of service
 
entitle the participant to any benefits under the loan redemption
 
program. A participant seeking to nullify the contract shall be
 
required to pay the lUuedeemed portion of indebtedness in not
 
morl! than 10 years following- tennination of the contract minus
 
the years of service already served under the contract.J4
 

1[31.) 4[34. 1 (New section) In case of a progr~m participant's
 
death or total or permanent disability, the Chancellor of Higher
 
Education shall nullify the service obligation of the student
 

. ilie~by -termmating the student's obligation to. repay the unpaid 
balance of the redeemable portion of the loan and the. accrued____ _._ _ __~ 

interest thereon, or wherecont~uedenforcement of the contract . . . .
 
may result in extreme hardship, the chancellor may nullify or
 
suspend the service obligation of the student.)4
 

1[32..] 4[35.1 (New section) IIi case of a program participant's
 I
conviction of a felony or misdemeanor or anaCtD of gross ! 

I 
J 

negligence in the perfonnance of service obligations or where the !
 

licens1! to practice has been suspended or reyoked, the Chancellor
 
of Higher EduCation shall have the authority 'to tenninate the
 
participant's service in the program and requesL repayment of
 
the outstanding debt.J4
 

1[33.] 4[36. 1 (Ne',V section) , A student who is pa~ticipating in a
 
fede.ral projram of a similar nature; ~wh.ich l[provide] proVides1
 
finariciai~~pport for students in return for service in undersenred
 
areas of [the. n~~ion, shall not be eligible for participation in the
 



53251 {4R) 

46 

Primary Care Physician 1and Dentist 1 Loan Redemption Program 
2 unless after review and consideration the Chancellor of Higher 
3 Education finds that the student has extraordinary financial 
4 responsibiHties making it essential for the student to use the...loan 
5 resources of both federal and State p~grams. These cases shall 
6 be reviewed and approved by the chancellor on an indiVidual 
7 ba,c;is. In these cases, the period of service to the State of New 
8 J8l'Sey may be served simultaneousJy with the federal service 
9 obli~ation if that obligation is being discharged/by 'service within 

10 this State.]4 
11 1[34.] 4[37. 1 (New section) Prior to repayment of the aIUl\lal 
12 amount eligible for redemption, each program participant shall 
13 report to the Department of Higher Education, in such manner 
14 and fonn as it shall prescribe. infonnation on the participant's 
15 performance of service in the medically underserved area as 
16 required under the contract.J4 
17 1[35.1 4[38. 1 (New section) The Chancellor of ~igher 

18 Education and the Commissioner of Health shall jointly establish 
19 a procedure for the recruitment of program applican·ts at 
20 medical land dental1 schools and health centers. The procedure 
21 shall provide for the participation of the medical land dental1 
22 .- staff I, a.:. appropriate,l of those facilities in the selection of 
23 appropriate applicants for the program.14 

. 24 1[36.1 4[39. 1 (New section) The Department of Higher 
25 Education shall annually apply for an~ federal funds which may be 
26 available to implement the provisionS of this act.J4 
27 1[37.] 4[40. 1 (New section) The State Board of Higher 
28 Education shall adopt rules and regulations pursuant to the 
29 "Administrative Proced\.!re Act," P~L.1968, c.410 (C.52:14B-1 et 
30 seq~) as may be necessary to implement the provisions of this 
3.1 act.]4 
32 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 6r direct iW. 
35 employee of the- practitioner to refer a patient to 'a health care 
36 service in which. the..prac.ti tioner, or. th.!!.lUCictitioner' s iinmediate 
37 family, or the practitioner in combination with· -practitiOner~~
38 immediate family has a significant beneficial interest [tmless the 
39 practitioner] i except that. in 'the case'of· a practitioner, a 
40 practitioner's immediate family or a practitioner)n combination 
41 with the' practitioner' s'irnmediate family who had the significiant 
42 beneficial iJlterest prior t6 the effective date 'tit P.L. ! c. 
43 (C. Upending 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 [The] b. If a practitioner is perrirltted to refer ,a patient to a 
48 health care service pursuant to subsection a. of this section, the 
49 practitioner shali provide (hepatieat .WitJHl.- written disi:lOSure -~
50 form, prepared pursuant to section 3 of [this act] P.L.1989, c.19 

., 4. . 

" 
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.:t r (C.45:9-22.6J, and post a copy of this disclosure fonn in a 
2 conspicuous public place in the practitioner' s office.'- .~ 

3 c. The restrictions. on referral of patients established in this 
4 section shall not apply to a health care service that is provided at 
5 " the practitioner's medical office and for which the patient is 
6 billed directly by the practitioner. 1 
7 (d: P.L.1989, c.19, s.2)]4 
a 4[142. (New section) The Commissioner of Health, in 
9 consultation' with the Commissioner of Human Sen,ices, shall 

10 designate those hospitals at,which an employee from the county 
11 welfare agency shall be stationed, on either a full or part-time 
12 basis, as appropriate, 'to perfonn eligibility determinations for 
13 the Medicaid program pursuant to P.L.1968. c.413 {C.30:40..,1f'J 
14 ~ 

i15 The county welfare agency shall be resQgnsible for the 
16 nonfederai share of salary and employee benefit costs associated 
17 with'the county welfare agency employee.1)4 1 
18 Af143, (New section) The Commissioner of Human Services 1 
19 shall require that a 'county welfare agency provide adeguate 
20 employees to determine Medicaid eligibility to any hospital in the I21 COWlty that has been designated by the Commissioner of Health I 

22 pursuant to section 42 of P.L. ,c. (C. Upending before the 
23 Legislature as this bill).1)4 . 
24 447. Section 2 of P.L.1989. C.19 (C.45:9-22.5) is amended to I 
25 read as follows: 
26 2..... a. A practitioner shall not refer a patient or direct an 
27 employee of the practitioner to refer a patient to a health care 
28 service in which the practitioner. or the practitioner's immediate 
29 famj1y.. or tbe prae--tttionerin comomatlOn with practitioner' s--~·--.-~.... 

---~----~ '---:il:)-- immediate family'has a significant beneficial interest {unleSs the 
31 practitioner}; except that, in the case of, a practitioner, a 
32 "practitioner's immediate family or a practitionerin combination 
33 with the practitioner's immediate family who had the significiant 
34 beneficial interest prior to' the effective date of P,L. ,c. 
35 (C. )(now pending before the .Legislature as this bill), the 
36 practitioner may continue to refer a patient or direct an 
37 employee to do so if that practitioner discloses the significan~ 

38-' -henefieialinterest-to the patient. ' -- -----' - ~,- --- -,_. 
39 [Thel b. If a practitioner, is pennitted toreter apatl~nt to a 
40 health 'care service pursuant to subsection a:' of this section,the 
41. practitioner shall provid!i! the patient with a written disClosure 
42 fonn. prepared pursuant to section 3 of [this act] P.L.1989, C.19 
43 (C.45:9-22.6). and post a copy of thisdiscloSllre fonn' in a 
44 conspicuous public place ip the practitioner's office,' 
45 c. The restrictions on referral of patients established in this 
46 section shall Dot apply to: , 
47 (1) a health care service that is provided althe practi,tioner's 
48 medical office and for which the patient is billed directly by the 
49 pr:actitionerj and ' .. ( 
50 (2) radiation therapy pursuant to an oncological protocol,· 
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1 lithotripsy and renal dialysis. 4
 

:2 (cf: 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 fol!ows:
 
5 2. Notwithstanding the provisions of the foregoing paragraph. 
6 any nonprofit corporation. society or association organized 
7 excl~ively for hospital purposes shall be liable to respond in 
8 damages to _such beneficiary who shall S!I{fer d~rtH!ge fl'Qffi the 
9 negligence of such corporation. !iQciety or association or of its 

10 agents or seFVants to an amount not exceeding [$10,000.00] 
11 $250.000. together with interest and costs of suit. as- the result of 
12 any (t] one accident and to the extell_L t()__ which such damage, 
13 together with interest and costs of suit. shall exceed the sum of 
14 [$10.000.001 $250,000 such nonprofit corporation. society or 
15 association organized exclusively for hospital purposes shall not 
16 be liable therefor. 4 

17 (cf: P.L.1959. c.90, s.2) 
18 449. (New section) The Legislature finds that many residents 
19 of New lersey either cannot afford health insurance coverage at 
20 the levels currently offered ill the marketplace. or cannot afford 
21 it at all. Sections 60 through 59 of P.L. • c.-fC. )(now pending 
22 before the Legislature as this bill) provide affordable health 
23 insurance coverage as to the amoWlt and cost of CGverage by 
24 requiririg 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 detennined by the 

_-~~----==-~-	 27 CommiSsioner of Insurance.4 

2B 450; (New section) Every hO$pital service corporation 
29 authorized to do -business in this State shall offer for sale 
30 _individual and sITOup basic health care con~acts in accordance 
31 . with accepted underwriting standards for payme;t of benefits to 
32 each person covered thereunder. 4 

33 4.51. (New section) a. A basic health care contract offered 
34 pursuant to section 50 of P. L. • c. (C. )(nowpending -before 
35 the Legislature as this bill) shall provide: 
36 (1) Basic hospital expense coverage fot a period of 21 days in a 

-- --J! -~mmerlt yearfOr---each coverea:--person for expenses irtcurred for 
38 medically necessary treatment and services rendered as" a result 
39 of injury orsicJalEiss, including: 
40 (a) Daily hospital room and board. including general nursing 
41 _care and special diets; " 
42 (h) Miscellane<lus hospital servicesj including expenses incurred 
43 for charges made by the hospital for services and sUpplies which 
44 are cUstomarilY rendered by the hospital and provided for use 
45 only during any period of confinement; 
46 (c') Hospital outpatient services consisting of hospital services 
47 on the day surgery i:s perfonned; hospital 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 provided if rendered too_an inpatient of the hospital; 
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(2) Basic medical-surgical e~nse co.yerage for each cQ'='-':!!~ 

pers<ln (or expenses incurred for medically necessary services for 2 

3 treatment of injury or sickness for the following: 
4 fa) Surgical services; 
5 (b) Anesthesia services consisting of administra tion of 
6 necessary general anesthesia and related procedures in 
7 cormection with covered surgical services rendered by a physician 
8 other .than the-physician perfonning the surgical services; 
9 (clIne-hospital services rendered to a person who is confined to 

10 a hospital for treatment ,of injury or sickness otber than that for 
11 which surgical care is required; 
12 (3) Maternity benefits, including cost of delivery and prenatal 
13 care; 
14 (4l 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 For co: ered adults of less than 40 ears of a e, one 
21 examination e' ery five years; for covered adults 40 or more years 
22 of age but less than 60 years of age. one examination every three 
23 years; and for covered adults 60 years of age or older, one .. . . 
24 examination every two years. 
25 Notwith$tanding the provisions of this section to the contrary. 
26 a hospital service corporation may provide alternative benefits or 
21 services ·from those required 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 
31 pursuant to Pub. L. 89-97 (42 U.S'-C. §1395et seq.) shall be a 
32 covered person under a contract required' to be offered pursu~t 
33 to section 50 of' P.L. • c. (C. )(now 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) ta a group 
38 which Wa's-coveretr by health benefits-or health fuSu..-ance"ail'Y 
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 
45 
46 

both; except that no dedy,ctible shall be payable in ex€?ess of a 
tntala! $250 by an individtialot family unit during any benefit 
year, no coinsurance shall be payable in excess of a total of $500 

j

i

--4T7-~b~y::!!~~n::!lin~~!!'~-.it~·d!!!u~albo~'r-:---family---t:j:!!!.!!'!I:::!:!un!!!n!:!'t~d~tJn!:!u!!rnN&:::::!8J!!!n:nYdb~e!!nef!!!!itY!::::~e~a~r:i:. ::!8J!!Jl!!!d 
48 neither coinsurance nor deductibles shall· apply to physical 
49 examinations or maternity benefits covered' pursuant to 
50 paragraphs (3) or (4) of subsection a. of-this section, 



1 

2 

J 

4 

5 
Ii 

7 

8 
9 

10 
11 

~ 12 
13 
14 
15 

15 
17 

18 
19 
20 
21 
22 
23 
24 
25 

- 26 
27 

28 

_19 
30 
31 
32 
33 
34 
35 
35 
37 

38 
39 

" 40 
41 
42 
43 
44 
45 
46 
47' 

48 
49 
50 

- SJ261 f4R}: 
50 

(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 ComrriisSil?ner 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 with -the Commissioner of •InSurB.l1:c~ .a~ leaSt 60 dCl~s
 
prio~ to' becoming effective.' Unless disapproved by the
 
commissioner prior to its effective date specifying in what
 
respects the form is not in compUance 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 ."8 form prescribed by. the commissioner. In his
 
discretion, the commissioner may waive the 50-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 

- I 
or 

. 
unfa.i.rl¥ discriminatory. .'
 

• Jii(...... .' . 

e. Notwithstanding an:t other law to the contr~ryia hospital
 
service corporation shall file all rates and supplementary rate
 
information and all changes and 8Illendments thereof for the
 
contracts ·required to be offered pursllant to section 50 of P.L.
 
c. (C. Unow pending before the Legislature as this bill) for
 
approval with the commissioner at least 60 days prior to
 

-~-be60ming:=eftective.	 Unless disapproved by the commissioner 
prior to their effective .date specifY!ng iD 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. 

. 

Rates shall not be excessive, inadequate or unfairly
 
discrimina tory.
 

f. The commissioner shall ,isSue reRU!ations to establish 
minimum standards for loss ratio-s wider contracts required-to'.be-----
offered pursuant to section - 50 of P.L.. " c. (C. . )(now 
pending before the Legi!ilature as-this bill). _ 

. '., ~ 

g. Notwithstanding any -provision .of law to the contrary, a
 
hospital" servlce c=orporation shallnbt be required, in regard to
 
contracts required to be offered pursuant to section 50 of P.L.
 
c.	 (C. )(now pending before the Legislature as this bill), to 

health care benefits or' prOvide-benefits~~----provide mandatory 
services rendered by providerS of health .care. services as 
otherwise required by law. 

h. The cOmmissioner shall, pursuant to the proVisions of the 

; ,
l . ~ . 

.	 ,"',. ····· ..········.-
. ':' .71
. '-'-."-"'" 

. )

",' ~.~'.t" ' ":"" 



.f~'-'-''':':'~~-'
 

S3251 [4R] I51 

I··~-·-·.. Administrative Procedure Act," P.L.1968, c.410 (C,52:14B=_!1 

et seq.), adopt rules and regulations neceSS'ary to effectuate the 
3 ,purposes of this section and section 50 of P.L. ,c. (C. )(no.~ 

2 

t 
(lending before the Legislature as this bill), including standard~. i 

5 for tenns and conditions of contracts required to be offered 
6 pursuant to this section and section 50 of P.L. ,c. (C. )(no.w 

4 

pending' before the Legislature as this bill) and schedules of 
8 benefits for coverages provided for in subsection a. of this .. 9 section. 

10 

7 

, i. Every hospital service corporation shall report annually on 
11 or before March 1 to the Department of Insurance the number ,91 
12 individual and group contracts required to be offered pursuanL!.!? 
13 section 50 of P.L. • c. (C. )(now pending before the 
14 Legislature as this bill) that were sold in the preceding calendar 
15 year and the number of persons covered 'under each type of 

16 contract. The department shall c.ompile and analyze thi~. 

17 infonnation and shall report annually on or before July 1 i.l~ 

18 findings and anY recommendations it may have to the Governor 
19 'and the Legislature:4 

20 452. (New section) Every medical service corporation 
21 authorized to do business in this State shall offer for sale 
22 individual and group basic health care contracts in accordance 
23 with accepted Wlderwriting standards for payment of benefits to 
24 "each person covered thereunder. 4 
25 453. (New section) a. A basic health care contract offered 

> 
26 pursuant to section 52 of P.L. • c. (C. )(now pending before
 
27 the Legislature asthis bill) shall provide:
 
28 (1) Basic hospital expense coverage for a period of 21 days in a.
 
29 benefit year for each' covered person for expenses incurred· for
 
30 medically necessarytreatment and services rendered as a reslJJ!
 
31 of injury or sickness. including:
 
32 (al Daily hospital room and board. including, general nursing
 
33 care and special diets;
 
34 (b) Miscellaneous hospital services, including expenses incurred
 j 
35 for charges made by the hospital for services and supplies which I 

,36 are. customarilY..renderedb¥-.thebospi tal and provided for ...use .. ~=-t-= 
37 only diJring any period of confinement; I 

j38 ec) HoSpital outpatient serviGes consisting of'hospital services ! 
I39 on the day surge!I"is perfonnedj hospital serVice.s rendered wi thin 
1

40
 

41
 
4~'~~' 

43
 
44
 
45
 
46
 
47
 

48
 
49
 
50
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1 lc) In-hospital services rendered to a person who i§ confined to 
.. w 

2 a hospital for treatment of injury or sickness other than that for 
:l which surgical care is reqUired; 
4 (3) Maternity benefits, including cost of delivery and prenatal 
5 carci
 
6
 ~Out-of."hospital .physical examination, including related 
7 x- rays and diagpostic tests, on the following basis: 
8 (al For covered 'minors of less than two years 'of age, up to six 
9 examinations during the first two_, years of life; for covered 

10 minors. of two -y:ears of age or older, one examination at age 3, 6, 
11 9, 12, 15 and 18 yearsj 
12 (bl For covered adults of less than 40 years of age, one 
13 examination every five years; for covered adults 40 or more y~ars 
14 of age but less than 60 years of age, one examination eJlBry three 
15 - years; and for covered adults 60 years of age or o'lder, one 
16 examination every two years. 
17 Notwithstanding the provisions of this section to the contrary, 
18 a medical service cofporation may proVide alternative benefits or 

,19 services from those requir~d by tms subsection if they are !
20 approved by the Commissioner of Insurance and are within' the I

21 intent of this amendatory and supplementary act. I 
I22- b. {I) No person who is eligible for coverage under Medicare ! 

23 pursuant to Pub. L. 89-97 (42 U.S.C. §l395 at seq.J shall be a
 
24 covered. person under a contract required to be offered pursuant
 
25 to section 52 of P.L. • c. (C. )(now pending before the
26 Legislature as this bill).
 
27 (2) A medical service corporation shall not self a contract
 
28 r-equirerl to be offered pursuant to section' 52 of P.L. , c.------ 
29 (C.) (now pending before th.e Legislature as this bill) to agroup
 
30 which was covered by health benefits or health insurance any
 
31 time' during' the 12-month period immedIately preceeding the
 

-.\, 32 e'rfective date of coverage.
 
33 G. (1) ContracQ;reguired to be offered pursuant toysection $2
 
34 of P.L. ,c. (C. )(now pending bef~re the_Legislature as this
 
35 bill) may contaID 01' provide for coinsurance or deductibles, or
 " 
36 both; except that· no deductible shall be payable. in cexcBss-aLa---:- _--L...:_. 

----~~7>--~fj;;O~l~aI~o~A~t;25~();;'- ~y~Wl1~;t~d~Ul'i:I1~·:;g;::an:Y~b~e~n~e~fl~t~-~--'-~-~~k ~6~y~--~aJ~l~fi~idf~\a~Oiu~aI~o~r~fam~il~· ' 
38 ear -no coinsurance shall be a able in excess of a total of' $00 I 

-------'~y an ll}(b;vlduaI or amily Unit. during any <Jiinefit. year, and 
40 neither coinsurance nor deductibl~' shall apply to physical 
41 examinations or maternity benefits :c.oyeredpursuant to 
42 paragraphs (3) or (-4) of subSection a. oObis section. I 

f ...
43 (2) Managed. care. systems. may be utilized for, coverages 
44 required to be offered pUrsuant to this sectfun, subject to the 
45 review and approval of the~Commisslonerp'f liuhmipce. 
46.., - -4 -NatwHhstalldillgany other law to the contrary, a medical 
47 service corporatio'n shall file copies"of au foImS of <4Ontracts 
48 reguired-to--be oHared pursuanT tosectlon 52 of. ,I':L. • -c. 
4-9 (C. ,)(now· pendirig'before the-c'-begislature as:tliis- bill) for 
50 approval wi th the Commissioner of 'II1stJrance- at least 60.days 

. ,~-~--- --_.--- ---- ----------~-- --~. 
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1 prior to becominR effective. Unless disapproved ~---lb.!! 

2 commissioner prior to its effective date ~flcifying in wha! 
3 respects the fonn is not in compliance with the standards :'ic( 
4 forth in this §ubsection, any such contract form filed with th~ 

5 commissioner shall be deemed approved as ~ its effective date, 
6 provided, 'however, that contract fOnTIS shall: be effective on.!.y 
7 with respect to those contract form filings which are 
8 accompanied by an explanation and identification of the changes 
9 b€llng made on a form prescribed by the commissioner. In hi~ 

10 discretion, the commissioner may waive the 60-~2iJ.!!lg 

11 period or any pqction ther'eof. 
12 Contract fonns shall not be unfair, inequitable, misleadin1L or 
13 contrary to law, nor shall they produce rates that are excessi~~ 

14 inadequate~or unfai'rly discriminatory. 
15 e. Notwithstanding any other law to the contrary. a medici:ll 
16 service corporation shall file all rates andsu~,ent~Lrale 

~_ information and all changes~ amendments. the:reof fOJ: the 
18 contracts required to be offered pursuant to section 52 of P. L. .' 
19 c. lC. )(now pending before the Legislature as this bill) for 
29 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 fLling 
23 . is not tn compliance wi th the stanQarrls se,t 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 
1.1· ---GQIDffiissiooel'--ma-y wai¥e--the-~o-day waiting period-or any portion 

~ --zlr'-'fffiffilo f. 

29 Rates shaH not be excessive, inadequate or unfairly 
30 discriminatory. 
31 f. The commissioner shall issue reRUlations 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). 
35 g. Notwithstanding any provision of law...tQ.....tlle. c.<lIl1r:ar¥~ a 
36 medical service corporation shall not be required, in regard to 

---_----3.7__ . contracts required to be offered pursuant to section 52 of P.L. 
38 c (C' )(now pending before the Legislature as tbis· bill), to.. 
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section. 
2 i. Every medical service corporation shall rej)Ort annually on 
J or before March 1 to the Department of Insurance the number of 
4 individual and group contracts required to be offered purSl:Ilift4 to 
5 section 52 of PoLo. . c. (C. )(now pending before the 
6 Legisla ture as this bill) that were sold in the preceding calendat 
7 year and the n~mber of persons covered lUlder. 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 

12 454. (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 unduwI'iting standards. for pa.yment 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 PoL., c. (C. )(n?w pending before 
19 the Legislature as this bill) shall provide: 
20 (l) Basic hospital explmse coverage (or a period of 21 days in a 
21 benefit year for each covered person for expenses incurred for 
22 medically necessary treatment and se'rvices 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) Miscellaneo.us hospital services, includin~ expenses incurred 
27 for charges made .by the hospital forsel"'lices. and supplies which 
28 are customarily rendered by the- hospital and provided for lise 
29 only during any period of confinement; 
30 (e) Hospital outpatient services consisting of hospital services 
31 on the day surgery is pertorniedj hospital services rendered within 
32 72 hours after accidental injury; and x-ray and laboratory tests to 
33 the e)\tent. that benefits for such serviCes> wuuld have been 
34 provIded if rendered to an inpatient oflhe hospitar~"" . 
35 (2) .Basic medical-surgical expense coverage for each covered 
36 person for expensesUlCillTearor medically necessary-'Set'Vices for----
37 treatment of injury or sickness. for the following: 

-~3H81- '-fa±--SW'giGakservices; 
39 -(br- Anesthesia - servicesconsisting . of adirimlstratiOn .. 0[-' 

40 necessary general anesthesia and related' procedures in 
41 connection with covered surgical services rendered by a physician 
42 other. than the physiciaJi perfonning the surgical serviCes; 
43 (cl In-hpspital'services rendered to a person who is confined to 
44 a hospital for treatment of 'injury or sickness other than that for 
45 which surgical c.are is required; . ' 
4t!--- (3) Maternity benefits. inGluding cost of dr:e:"l'li~'Ii:-:-e==ry~an=-d:r-:p=renatar 

47 ~~ 
48 (4) Out-of-hospital physical examination, including related 
49 x-rays and diagnostic tests, on the following ~¥iS; , 
50 (a) For. covered minors of less than two years of age, up ,to six 

j 
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"1 -.,. examinatJons ,during the fj!~tWl!-..Y!!l:!rs of ,life;.fof cQ.v~re_d 
2 minors of two years of age or older, one examination at aW',--~1h 

3 9, 12, 15 and 18 years.i 
4 (h) FO,r covered adults of less than 40 years of age~....Q!.1Q 

5 examination every five years; for covered adults 40 or rnore:yeqrs 
6 of',nge but less than 60 years of~one examina'tion every th-rell 
7 years; and for covered adults 60 years of age or older. one 
8' examination ev~ry two years. , 
9 Notwithstanding the provisions of this section to the contraty, 

10 a health service corporation may provide alternative benefits or 
11 services from those required by this subsection if they a~ 

12 approved by the Commissioner of Insurance and are wi thin 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. :.... 89-97 (42 U.S.C.§139& et seq.) shall be_~ 

16 covered person under a contract required to be offered purSuimt 
17 to section 54 of P.L. . c. (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 wnich was covered by health benefits or health insurance any 
23 time during the 12-month period immediately preceeding the 
24 effectfve date of coverage. 
25 c. (1) Contracts reqUired 10 be offered pursuant to sectipn 54 
26 of P.L. ,c. (c. )(no,," pending before the Legislature as this 
27 bill) may contain or erovide 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 
31 by an individual or family unit during any benefit year. and 
32 neither coinsurance nor deductibles shall apply to physical 

!
 

1
 

'I

~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 covera,ges 

~-"'-- 
36 ,reguired--to-b~&f.fered---:Jj\lrsuant-.tO-- thiS-SeCtion.....subjec t-liL.J.he... 
37 review and approval of the Commissioner of Insurance. 
38 d: NotwHhstanding any other law to the contrary, a heal th 
39 service corporation shall file copies of all forms--or 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 Comnrissioner of Insurance at least 60 days 
43 prior to becoming effective. Unless disapproved by tne 
44 commissioner prior t~ its effective, date specifying in what 
45 respects the fami is not in compliance with the standards set 

',' ',",.'i,~ \ ;~ 

~ .: ..' ....,:"..•.. ' 

: -... ~ 

the---.-------_t _46 forth in this subSecuon, any such conhact foml filed "lith 
47 corrimissioner Shall be deemed approved as of its effective date, 
48 ,proVided, however, that contract fonns shall be effecttve only 
49 with respect to those contrac,t form filings which are 
50accompanie~by an explanation and identification of the ch~ges 

I
I 

f
I
I
I
I 

I

I
I
i
I

I 
f 

,
i
!

I 



53251 [4R) 

56 

1 being made on ;,) form prescribed by the commissioner. In his
 
2 discrution. the com,missioner may waive tha6o-day waiting
 
3 period or any portion thereof.
 
" Contract fonns shall not be unfair. inequitable, misleading or
 
5
 contrary to law! nor shall' they produce rates that are excessive,
 
6
 inadequate or unfairly discriminatory.
 
'1 e. Notwithstanding any other law to the contrary, a health
 
8 senlice c6~poration shall file all rates and. supplementary rate
 
9 information and all changes. and amendments lhereof for the
 

10 contracts required to be offered pursuant to section 54 of P.L. 
11 c. '(C. )(now pending before the Legislature as this bill) for 
12 approval with the commiSSioner at least 60 days prior to I 
13 becoming effective. Unless disapproved by 'the commissioner 
14 prior to their effective date specifying in what- respects the filing I 
15 is not incompliance with the standards set forth in this
 
16 subsection. any such rates. supplementary rate infoimation.
 
17 changes or amendments filed with the commissioner shall. be
 I 

-- ---~---aeemeaiipprovedasof their effective date. In his discretion, the -t
19 commissioner may waive the 60-day waiting period or any portion 
20 thereof. i 
21 Rates shall not be excessive, inadequate or unfairly 
22 discriminatory. 
23 f. The commissioner shall issue resmlations to establish 
24 minimum standards. for loss ratios under contracts required to be -' 
25 'offered pursuant to section 54 of P.L. ,c. (C. lfnowpending 
26 before the Legislature as this bill). 
27 g.': Notwithstanding' any provision of law to the contrarv.. a 
28 health service corporation shall not be required, in regard to 
29 contracts required to be offered pursuant to section 54 of~-L. - , I . 
30 c. (C. )(now pending b.efo-re the Legisla~ur~ as this bill) .. 'to .. '1 , 31 provide mandatory health care 'benefits or provide benefits for
 
32 services rendered by providers of health care services ,as
 

33 otherwise req~red bylaw. " _ 
34 h. The commissioner ~hall. pursuan' _to the provisions of the_
 I 
35 "Administrative Procedure Act," P.L.1968, , cAI0 (C.52:14B-l
 
36 ·et seq.), ,adOPt rules. and regulations Becessary to effectuate the
 
3+ pUl'po.ses of this section and section 5'4 of P.L. • c. (C. }{now
 
38 pending before the Legislature as this bill}, including standards
 

Ii-
39 for -re~and conditions ur-contracts reqgtred to be offer~d
 
40 pursuant to thissection andsectlon 54 of PoL.' ,c. (C; )(now."'"
 I. 
41 pending, before the Legislature as this bill) and schedules of I 
42 benefits for coverages provided for in' subsection a. of this 

-I43 
44 

45 
46 
47 

48 
49 
50 

section. - ~ 

i. g..·ery health service corporation shalt rePort annual:ly:on or 
before March I' to the, Department of .Insurance the number of. 
individual and group contracts required to be offered pursuant to 
sec lion 54. ofP.b.' ! e. (C. )(nowpendingbefore the 
Legislature as this bill) that were sold in the 'precedin8" calendar 
year' and the niunber of persons covered under eaCh tyPe' of 
contract. 'the', :department shall compile and analyze- this 

. -\,; 
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1 information and ;;hqll report annually on or before .i.!!!.L)_!t~ 

2 findings and any recommendations it may have to the Governor 
3 and the Legisla ture. 4 

4 456. (New sectionl Every health insurer authorized to do 
5 business h'l this State which delivers or iss.ues for delivery policies 
6 . in accordance ~i th the provision~ of chapter 26 of Title 118 of 
7 the New I ersey Statutes shall offer "for .sale i!1dividual basic 
8 health care poLit:ies in accordance wHh accepted underwri ting 
9 standards' for payment of benefits to each person covered 

10 thereunder.
 
11 Every health insurer authorized to do business in this Sta t~
 

12 which delivers or issues for delivery policies in accordance wit~
 

13 the provisions''!f chapter 27 of Title 178 oftne-New' Jersey
 
14 Statutes shall offer for sale group basic health care policies in
 
15 accordance with accepted underwri ting standards for payment of
 
16 benefits to each person covered thereunder. 4 .
 

11 - 451. (New se-ctiiltri] a. A-ilasic he'a1th 'care pOlicy offered
 
18 pursuant to section 56 of P.L. c. (C. )(now pending before
 i 

19 the Legislature as this bill) shall provide: 
20 (l) Basic hospital 'expense coverage for a period of 21 days in il 
21 benefit year for each covered person (or 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). MiscellaI'1eo~ 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 provide<I for use 
29 only during any period of confinement; c.: 

30 (cl Hospital oute-ahent services consistinge:Jfnospital services 
31 on the day surgery is performed;-hospitalservices rendered-within 
32 12 hours after accidental iniury; and x-ray and laboratory tests to 
33 the extent thittbenefits' for such· services would have been 
34 provided if rendered to,an inpatient of the hospital; 
35 (2) Basic medical-surgical expense coverage for each covered 
36 person for expenses incurred for medically necessary services for 
3-~ -. treat-ment of injun' orsiekness-fur the follovr.ng: u 

38 Cal Surgical services;
 
39 (h) Anesthesia services consisting -of adinlrili;traflo'il- of·
 
40 necessary general. anesthesia and related procedures in
 
''II connection with covered surgical services rendered by a physician
 
42 other than' the Physician performing the surgicalcservices;
 
43 Ccl ,In-hospital services rendered to a person..who is confined to
 
44 a hospital· for treatment of injury or sickness other than that fot'
 
45 which surgical care is required; .
 
46 '(3) Matetnity benefits, including cost of delivery and prenatal
 
47 care;
 
48 (4). Out-or-hospital ,physical eXan1ination, including related
 
49. x-rays and diagnostic1ests, on the fonowing baSis: .. 
50 (a) For covered minors or less than Cwo years or age, up: to six 

._-- --'-- ---~-------.-
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1 examinations during the first two years of life; for covered 
2 minors of two ~iears of age or older, one examination at age 3, 6. 
3 9, 12, 15 and 18 years; r 
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 
6 of age but less than 60 years of age, one examination every three 
7 years; and for cOllered adults 00 years of a8e or older, one 
8 ex~mina lion every two years.
 
9
 Notwithstanding the provisions of. this section to the contrary, 

10 a health insurer may provide alternative benefits or services from 
11 those req\,lired by this subsection if they are approved by the 
12 Commissioner of Insurance and are within the intent of' this 
13 amendatory and supplementary act. I 
14 b. (1) No person who is eligible for coverage under Medicare j 
15 pursuant to Pub. L. 89-97 (42 U.S.C..§1395 et seg.) shall be a I 
16 covered person under a policy required to be offered pursuant to 1 
l/~ -recnon . Off()f P.r:- --:- c. (C. )(no'w---pendingbefore fhe 
18 Legislature as this bill). 1 
19 (2j A health insurer shall not sell a policy required. to be 1 

I20 offered pursuant· to section 56 of P. L. ,c.. (C. )(now pending j21 before the Legislature a$ this bill) to a group which w~covered 
I. 

22 by health benefits 'or health insurance' any time during the J 
i

23 12-month period immediately' preceeding the effective date of r
 
24 coverage.
 
25 c. ,(1) -Policies required to be offered pursuant to section 56 of
 
26 P.L.. c. (C. )(now pending before the Legislature as this bill)
 
2.7 may contain or provide for coinsurance or deductibles', .or both; 

-~~--~---'t2.it'8--"'~"'.!R."".M':'t-:;';fw...hatmcrdeducfib.le shall.beJ"fpole m excess OfiClOfaI of 
29 250 b an individUal or rami! unit durin an benefit. ear, no 
30 coinsuranceshatl be a' file·in "excess of a total of 500 b an 
31 individual or family unit during any benefit Year, 'and neither 
32 coinsurance nor deductibles shall apply to physital examinations 
33 or maternity benefits covered pursuant to paragraphs (3) Or (4) of 
34 subsection a. of thIs section. ·r 
35 (2) Managed care systems may be utili2:1ild for coverages 
36 required to be offered pursuant to Ws section, subject to the 
37 review and approval of the Commissioner of fuSurance. 
38 d. Notwithstanding any other law to the contrary, a he.alth 
39 insurer shall. file--'cotJieHI-all fOl'ffiS -ef-polic-ies---l'eqUired---to-be-
40 orfeted pursuant to section 56 of P.L. ,c. (C. )(now pending'
41 before the' Legislature as this bill) for approval with the 
42 CommisSioner of lnsurance at least 60. days prior to becoming 
43 effective. Unless disapproved by the commisSioner prior to its 
44 effective date specifying in what respects the ,.fOnD is not in 
45 compliance with the -standards. set forth in this subsection, any 
46 such· pollcy fonn filed With the commissioner shall he deemed 
47 approved as of its eif13ctive date, provided, however, that policy 
48 fOI11ls·shall be effective only with respect to those policy fonn 

.... 

~_. '.49 filings which are accompanied ~by ail explanati()n and -.-L. ~._. 
- , ":' ~- - -::50 identification of the changes being made on a fonn prescribetLb¥.~ 
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th8 commissioner. In his discretion.. the cOlllmissioner 1ll~~~L",!l
 

2 th8 50-day wai ting period or any portion tttereoJ-:
 . 
3 Policy fOrolS shall not be tmfair. inequitable, rnisleadil.!&.-~J
 

4 contrary to law, nor shall they produce rates that are excessi~
 

5
 ina,dequate or tmfairly discrimina~
 

6 e. Notwithstanding any other law to the contrary. a healt~
 

7
 insurer shall file all rates and supplementary rate information and f
B all changes ahd amendments thereof for the policies reguired tQ .I9 be offered pursuant to section 56' of P.L. ,c. (C. )(now 1 

10 pending before the Legislature as this bill) for approval wi th the j
l
 

11 commissioner at least eo days prior to b~coming effec.live_.
 
12 Unless disapproved by the commissioner prior to t!teir ~fectivc
 

13 date specifying in what respects the filing is not in cOlllplinnce
 
14 with the standards set forth in this subsection. any such rates.
 
15 supplementary rate information. changes or amendments_Jiled
 
16 with the commissioner shall be deemed approved as <!!_thp.i!,
 
17 effective date. In his discretion, the commissioner may w-.?jvJ:l
 
18 the 60-day wai ting period or any portion thereof. 

J 
19 Rates shall not be excessive. inadequate or tmfairly
 
20 discriminatory.
 
21 f. The commissioner shall issue reRUlations to establish
 
22 minimum standards for loss ratios lIDder policies required to be
 
23 offered pursuant. to section 56 of P.L. ,c. (C. )Cnow pending
 
24 before the Legislature as this bill). I
 
25 g. Notwithstanding any' provision of law to the contrary. a
 
26 health insurer shall riot be required, in regard to policies required
 I27 to be offered pursJJ.ant to section -56 of P. L. ,c. (C. Hnow
 
28 pending before the Legislature as this biU), to provide mandatory
 
29 health care benefits or provide- benefits for services rendered b~
 o 
30 providers or health care services as otherWise required by law.
 
31 h. The commissioner shall, pursuant to the provisions or the
 
32 "Administrative Procedure Act," P.L.1968. cA10 fC.52: 148-1
 

33 et seq.), adopt rules and regulations necessary to effectuate the
 
34 purposes of this section and section 56 oFP.L. • c. {C, )(now
 
35 pedding before the Legislature as this bill),. including standards
 
36 for terms and.. 'conditions of policies "required to be offered
 
37 pursuant to this section and section 56 of P.L. ! c. (C. )(now
 
38 pending before the Legislature as this bill) and schedules of
 
39 - benefits ((ir' coverages provlaed for_ in.--suosection--a.·· of tms
 
40 section.
 
41 i. Every health insuier shall repOrt apnually on or before
 I42 March 1 to the Department of Insurance the number of individual
 
43 and group policies required to be offered pursuant to section 56 

',-i
 

44 of P.L. • c. (C. )(now pendjng' befQre the Legislature as tbis
 
45 bill) that were sold in the preceding calendar year and the numbe'r
 
46 ~_ of 1fflr§9ll5 covered under each: type Of policy. The department
 

.. "I 

47 shall compile and anaIyie this information and shall· report
 

48 annually on or before July 1 its findings and any recommendations
 
49 it may have to the GQvemor and the Legislature. 4
 . :.

., 50	 .~ "','."':458.	 (New section) NQt~thstanding ahy provision Qf law to the-
, 
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• contrary. a certificate of authority to establish and operate a 
2 health maintenance organization in this State shall not be issUed 
J or continued by the Commissioner of Health on or after the 
4 effective date of this section .• unless the health iiiaffiteoance 
5 organization offers for sale, on an indHtidual and group basis, and 
6' in accordance with accepted underwriting standards, coverages 
7 \ for basic health services for each' en1'ollee 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~ (C. ')(now , 

10 pending before the Legislature as this bill) shall be limited to the I 
I 

11 

12 

13 

following services: .) 
(1) Basic hospital expense coverage for a period of 21 days in a 

benefit year for each enrollee for services provided for medically 

I 

I 
14 

15 

16 

17 

necessary treatlTlent and services rendered as a result of injUry or 
sickness. including: 

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

I 
18 

19 

20 
21 

22 

23 

(b) Miscellaneous hospi tal services, including services and 
supplies which are customarily rendered by the hospital and 
provided for iJse only during any period Of confinement; 

(cl Hospital outpatient services consisting of hospital services 
on the'day surgery is perforrnedjhospital services rendered within 
72 hours ~fteraccidental injury; and x~ray and laboratory tests to 


f 
i 
i 
; 
l, 

24 the extent that benefits for such services would have been 
25 providedif rendered to an inpatient of the hospital; 
26 (2) Basic medical-surgical services for each enrollee for 
21 medically necessary services for. treatment of injury or sickness. 
28 for the followina: . 
29 . (a) Surgical services; 
30 (b) Anesthesia services consist inS! of administration of 
31 necessary general anesthesia and' related procedures in 
32 connection with covered surgical services rendered by a physician .. 
33 other than the physician perfonning the surgical services;
 
34 , (cl 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 requiredi"
 
31 (3) Maternity services, including delivery and prenatal care;
 
38 f41 Out-of-hospital physical examination.. .including-related-·
 
39 -x-rays and diagnostic tests, on the following basis:
 
40 (a) For enrollees who are less'than two years .of age, up to six.
 
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; f

~-~-.j----I 
44 (5) For enroIIees. who are adults less than 40 years of age, one
 
45 examination every· five years; for .enrollees who are 40 or more'
 
46 years oLage but lessthanJ30yearsof.ager.oneexamina-tion every
 .----~-.-r-

47 three years; and for. enrollees who are 60 years or age .or older,
 
48 one examination every two years.,
 
49 Notwithstanamg the provisionS of this section to the contrary,
 
50 a healthm.aint n.. 'on---ma ~~mative
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1 covera~e for services from those required by this subsection__!! 
2 they are approved by the Commissioner of Insurance and arr~ 

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. 1. 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 PoL. . c.' {C )(now pending before the 
8 Legislature as this bill). 
9 (2) A health maintenance organization shall not provide 

10 coverage for services reguirei:Lto be offered pursuant to section 
11 58.of P.L. ,c. '(Co HnO;\i]?endingbefore the Legislature as this 
12 bill) to a group which was covered by health benefits or health 
13 insuranG6-, any time during the 12-mo!1thperiod immediately 
14 preceeding the effectiv.e date of coverage. - 
15 -c. (1) Coverage for services required to be offered pursuant tq 
16 section 58 of P.L. ,c. (Co Hnow pending before tll~ 

17 Legislature as this'bill) may contain or provide coinsurance _'?_~ 
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 during 
20- any benefit year, no--coinsurance shaH be payable in excess of a 
21 total of $500 by an individual or family unit during any benefi t 
22 year, and neither -coinsurance nor deductibles shall apply to 
23 physical examinations or maternity services covered pursuant to 
24 paragraphs (3) or (4) of subsection a. of-section 58 of PoL. ,c, 
25 (C. )(no,w pending before the Legislature as this bill). 
26 (2)' Managed care systems may be utilized for coverage of 
27 services required to be offered pursuant to section 58 of P.L. 
28 cO (C. )(now pending before the Legislature as this bill), subject 
29 to the review and app1"Ovalof the Commissioner of Insurance. 
30 d. Notwithstanding any other law to the contrary, a health 
31 maintenance organization shall file copies· of all forms for 
32 coverages required to be offered pursuant to section 58 of P.L.. 
33 c." (C. )(now pending before the Legislature as this hill) 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 fonn is not ill compliance with the standards set 
38 forth in this subsection, any such coverage form filed with the 
39 commissioner shall be deemed approved_as oJ its ,effective date. 
40 provided, however, that coverage forms shall be effective only 
41 with . respect to those 'coverage fonn filings which are 
42 accompanied by an explanation and identification of the changes 
43 being made on a form prescrihed by. the commissioner. In his 
44 discretion, the commisSioner may waive the. 60-day, .waiting 
45 period or any portion ther~(, 

46 Thesa:Torms-ShaIT liOfDe UilfaJr, irieQUifiiDfe.--inisIead,ing or 
47 contrary to law, nori-shall they produce rates that are excessive, 
48 inadequate or tmfairly discriminatory. 
49 e. NotwithstandinEvany other law to the contrary, a health 

-~ 
---~----~= 50mamteniUlce orgamzahon shan- file an rates and supplementary , 
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1 ~infonn8tion and all changes and amendments ther~f for the-
2 coverages required to be offered pursuant to section 68 of P.L.' , 
3 c. (C. )(now pending before the Legislature as thisoi!f) for 
4 . approval with the Commissioner of' Insurance' at least 60 days 
5 prior to becoming effective. UnlesS disapproved by' the 
6 tommissioner prior to their effective date specifying in what 
7 respects the filing is ,not in compliance With the standards set 
8 forth in·, this subsection, any such 'rates, supplementary rate 
9 infonnation, .changes or amendments filed with the commissio.ner 

10 shall be deemed~pproved as of their effective date. £n his 
11 discretion, the 'commissioner may waive such 60-day waiting 
12 period or any portion thereof. 
13 Rates shall not be excessive, inadequate or unfairly 
14 discriminatory. 
t5 f. The Commissioner of Insurance shall issue re1{U1ations to 
16 establish minimum standards for loss ratios under coverages 
17 required to be offered pursuant to section 58 of P. L. ,c. 
18 (c. )(now pending before the Legislature as this bill). 
19 g. Notwithstanding' any prOvislon of law to _the contrary, a 
20 --beaIth maintenance orgaruzatronsnatrnorbe tlfqutFed! l:n:t1fgatd 
21 to coverages required to be offered pu~uant to section 58 of 
22 p'~L., c. (C. )(now pending before the Legislature as this bill), 
23 to provide mandatory health care benefits or services or provide 
24 benefits for services rendered' by 'providers of health care 
25 services as otherwise required by law. 
26 h. The CommissioneI: of Insurance and the Commissioner of 
27 Hilalth shall, pursuaiit to the pro'visions of the" AdministrSllive 
2B Procedure Att, " P. L.1968, c.410 (C.52:14B-iet seq.), adopt rules 

~------~--Z!r~ and--regUIations ne'Cessary to effectuate the purposes of this 
30 section and section 58 of P.L. ,c. (C. )(nowpending hefore 
31 the Legislature as this bill). including standards for 'terms and 
32 conditions of health care service coverages required -to be offered 
33 urSuant to this section and section 58 of P.L. c. C. now 
34 pending befole the Legislature as "s bill) and schedules of 
35 benefits for coverage· o'f services provided for msubsection a. of. 
36 this section. 
37 i. Every health maintenance organization shall report annually 
38 on or before March 1 to. the Department of Insurancetbe' number 
39. of individual, and group coveragesrecjyired to be offered'pursuant,
40 to section 58 of P.L. ,c. (c. Unow pending before the 
41 Legislature as this bill) that were sOld in the p;eceding calendar, 
42" year and the number of enrollees under each typeDf coverage. 
43 The department Shall compile and analyze thiS mformatlon and 
44 shall report arUlually on or before }uly 1 its findings and any 
45 recomm~ndaHons it .lDay, ha~-'-thlL Govem9I" and the 
46 Legislature. u __ 

47 j. A health maintenance organization which complies with the 
48 basic heaith benefits, underWriting and rating standardS 
49 established by the federal goVernn1Emt pursuant to subchapter XI 

-, ----50 of Pub.L. 93 '222 (42U:S.C. §300e at s¢g.l.;5hall bbdttemed in 
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1 compliance with this section and section 58 of P.L. . c. (C. 

Z ) (now pending before. the Legislature as this bill). 'I 
3 460. (New section) As used in sections 60 through 76 of P.L. 
4 c. (C. 1(now pending beforethe Legislature as this bill}:-
5 '''Eligible student loan' expenses" means the cumulative total of 

6 the annual student loans covering the cost of attendance at an 
7 ~dergraduate institution _of medical or dental e~ucatiqn..: 
8 Interest paid or due on student loans that an applicant has tak,en 

j 
9 out for use in paying the costs of undergraduate medical or dental 

10 education shall be considered eligible; for reimbursement under 
11 the program. The Chanct>llor of Higher Education may estoblish 
12 a limit on the total amount of student loans which may be I 
13 redeemed for participants under the program. provid~d that the I 
14 total redemption-of student loans does not exceed ~70.000. J15' "Medicallyunderserved area" means an urban or rural area 
16 which need not conform to the geographic boundar'ies of c 
17 politiCal subdivision within the State but which shall be defined in 

'18 terms of census tracts, 'if possible, which is a rational area for 
19.. thedelivlrrY oLhealth services and which has a medical or denial 
20 manpower shortage as determined by the Commissioner of 
'2-1 Health; or a j>opulation--gf9uj}--whioh-the--<:ommissionec.4eiennines ,
22 has a medical or dental manpower shortage; or a public or 

123 nonprofit private health care facility or other facility which is so 1 
24 desigpated. 
25 "Primary c~re" includes, the practice of family medicine. 
26 general internal medici,ne, general pediatric~, general obstetrics, 
27 gyaecolosy, and any other areas of medicine whiclltIie 
28 Commissioner 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 Redemption 
32 Program "means aprogram which provides for the redemption of 
33 the eligible student loan expenses onts 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.O.) degree or dental {D.M.D.. 
37 D.D.S.ldegree,respectively.4. _ 
38 4tH. (New section) _ There is· estabUshed -a PrilnaryGare' 
39 Physician arid' Dentist Loan Redemption Program wi thin the 
40 Deparfment of Higher Education. The program shall provide for 
41 the redemption-of a pOrtion of the eligible student loan expenses 
42 of-pi'Qgram participantS" for each year of :service in' a metlicaUy 
43 underse!ved area of the State--as qesignated by the Commissioner 
44 of Health.4 
45 462. <New section} To be eligible to participate mthe Primary 
46 ,Care PhySician' and Dentist Loan' Redem2tiou Program, an 
47 applicant shall: 
48 a. Be a resident of the'State; ," 
49 b. Be a graduate of a medical school approved by the State 
50 Board gf Medjcal, EXaininers for the purpose of lic'ensure and 

·.i. 
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receive a recommendation from the school"s medical staff
 
concerning participation in the loan Fede,roptio" program in the
 
case of a physician, or be a graduate ofa dental school approved
 
by the New Iersey State Bo<;ird of Dentistry for the purposll, of
 
licensure and receive a recommendation from the school's dental
 
sti!ff concerning participation in the loan redemption program in
 
!.h!!...f.ase of a dentist; .
 

c. In the case of a physician, have completed a professional
 
residency training program and receIved a recommendation from
 
!illL- medical staff ~f the training program concerning
 
participation in the loan redemp.tiofl program; and,
 

d. Agree to practice~edicil1e or dentistry, as appropriate, in a
 
medically underserved area of the State. 4 ·
 

463. (New section) The Commissioner of Health, after
 
consultation with the Commissioner of ~orrections and the
 
Commissioner of Human Services; shall designate and establish a
 
ranking of medicallyunderserved areas of the State. The criteria
 
used by the Commissioner of Health in designating underserved
 
areasshaU inClude, but not be limited'to:
 

a. the rati~--cfibe supply' fif pnmary cai£'jlnYsiciariS-ano-U 

dentists by relative specialty to the population unde~ 

consideration with a goal of meeting current standards for 
physician and dentist·tei {!Opulation ratios in primary care medical 
and dentar specialties; . 

" b. - the- -fmancill --resources .of the population und..e.r 
consideration; 
. c. the popUlation's access to medical and dental services; and, 

d. / ap'jmipriate phySicicm and ·dentist staffing ratios ein State,
 
count"y,ITiunicfpal and private nonprofit health care-facilities.
 

The commissioner shall annually tr~it 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 eligible 
and.interested in participating in th~floan redemption'progra1Jl" 
shall sign a nonbinding agreement with thfLDepartment ofHigher 
Education upon completion 'of the. final year ofundergradtiate 
medical or dental training,as appropriate: . At:the end or'the 
final year' of residen'cy training in .the case 'of a physician, and aL 

the end of the final 'ear of tinder raduat al tr8.ininor' 
residenc trainin if such traIDin .. is.r ill'red in a rim' '. care 
dental specialty in the case ofaCIentist. the applicant shall sign a' 
contractual agreement with the, Department of Hisher 
Education. ,The agreement shall sJ!ecify the ~p'plicant's length·of 
required service and the total' amount of eligible student loan 
expenses. to beredeeined bY the State in return for service. The 
agreement shall also stipulate that the applicant has knoWledge 
oLand agrees· to the six month' pl'ObatiomlqpariOd required prior 

~~ L~inal. :~cer~~c~ ::: ~~~n~:gr=o;:'~~:"~e;::t:~:~as~6th~ 
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----~3~5~-~!'eg;·· ::c~O~Il::tr=a:c~t::.4L~..L:.=---= ---~w~'~r;:;'ed~s:e~rv~i~c~e~un~~d~e~r~t~h~e~l~o:::dI~l~[~e~d~e:lI~lp~t~io~l~l

1 ~ 65. (New section) Maximum redemption of loan~...~j~~r.~hl~ 

2 loan redelnption program shaH amount to 15% of principal and 
3 intE:rest of eligible, student loan expenses in return for one full 
4 year of service in a designated medically underserved area of the 
5 State, an additional 20% for a second full year of servite, aI} 

6 additional 25% for a third full year of service and an additional 
7 40% for a fourth fuH year of service for a total redemption of 

.' 
8 ~ligible student loan expenses of up to', but not to exceed. 

$70,000. Service in a medically underserved area shall begin 
10 immediately upon completion of the medical residency training 
11 program in the case of a physician, and immediately .upon 
12 completion of undergraduate dental training or reside~raining 

13 if such training"' is required in a primary care dental specialty in 
14 the case ora dentist. 4 

15 -466. (New secti~) Each program participant shall serve .~.S!X 
16 month probationary period upon initial placement in a service site 
17 within the medically underserved area. During that period. th~ 

18 medical or dental staff of the service site, as appropriate, sh?!.I 
- 19 evaluate the suitabihty of the placement-for. theparHcipatlL At 
20 the end of the probationary period, the medical or dental staff 
21 shall recommend the continuation of the. program participan t 's 
22 present placement, a change in placement, or its determination 
23.. __ that the participant is an unsuitable candidate for the loan 
24 redeffipnon-prograrJ'\. If tAA--medical or dental staff of the service 

.25 -----Site.....recommends a change in plac.eID~t, then tne ChiiJ1eelIaF of 
26 Higher Education shall place the program participant in an 
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 
30 shall take this recommendation into consideration in reg~rd to 
31 the participant's final acceptance into tQe program. No loan 
32 redemption payment shall be made during the six month 
33 probationary period, however, a program participant shall receive 
34 credit for this six month period in calculating the first year of 

--- --_. -

36 467. (New section) The Chanceilor of Higher Education, in 
37 consultation with the Commissioner of HeaIth, 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 part ici"pant preference. 4 

41 468'. (New section) The Chahcellor of Higher Education shall 
42 annu8.lly detennine the number of program positions available on 
43 -the basis of the need 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 p~grampo'sitions-.has -been 
47 determined, the chancellor shall select the prograril participants' 
48 from among those students who have applied to the program and 
49 vmo meet the cateria established .pursuant to sectiaR:-62 .at P. L. , 
50 c. <C. ) . (now . pending before the. Legislature as this 
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1 bill). In selecting program participants, the Chancellor of Higher 
2 EdyclJtioo shall accord prioritY to applicants in the following 
:1 manner: 
4 a. First, to any applicant who is completing a fourth, third or 
5 second year of a loan re~emption contracti 
6 b. Second, to any applicant whose residence in, the StMe at the 
7 ' time of entry into post secondary education was within a 
II medically underserved areai 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 even t tha t there are more applican ts 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. 4 

15 . 469. (New sec'tian) ,A physician or dentist who has previoosly 
16 entered intQa 'contraCt with the Department of Higher Education 
17 may nullify the agreement by notifying the Department of Higher 
18 Education in writin8 and assuming full responsibility. for 
19 repaYJ!1ent of prii1cipal and interest at the~ppropriate market 
20' rate of the full amount of the eligible student loaile"xpenses or 
21 that portion of the loan which has not' been, redeemed by the 
22 State in return for partiell fulffllinent of the contract. In no 
23 event shall service in a medically underserved area for less, than 
24 the full calendar year of each period of serviCe entitle--:-the 
25 participant to 'any benefits under the loan redemption program. 
26 A participant seeking to nullify the .contract shall be r!3Quired, to 
27 pay the unredeemed portiOH of indebtedness in not more 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) lncase of aprogram participant's, deatho~' 
31 total o!" permanent disability, the Chancellor of Higher Education 
32 shall nullify the selVice obligation of the student thereby 
33 terminating' the student' s obligation to repay' !~e unpaid balance 
34 of 11llLredeem ab1e portion of the .Ioan.and the accrued interest 
35 thereon, or ~here continued enforcement of the contract may 
36 mult in extreme haroship, the chancellor may nullify' or suspend 
37 the service obligation of thestudent~4 . " 

.'
38 471. (NewQ. section) In case of. a program participant's. 
39 conviction of a' felony or misdemeanor or an act of 2l'OSS 

40 negligence in the perfoIfuance of service obligations or where .the 
41 license to practice has been suspended or revoked, theChancellof<' 
42 of Higher Education' shall have the authority to tenninate the 
43 participant 'sservice in the program anarEl9uest repayment of
44 the outstanding debt. 4' . .~ ..... , . 

45 472. (Newsection) A student who is participating in a federal 
46 program of a similar' nature, which provides financial'support for 
47 students in return fOl' serVice in linderserved areas of the nation, 
48 shall not be eligible for participation in 'the Ptimary Care 

_________..... ...:P...:ro:.:::agr.="am=4~9_~P..::h:.l:y..:::Sl:.::·c:::ian=-_an=d::....::.D=;en::.t:=is::.;t~Lo=an==-..:.R;;,;;'e_d;;:em~p_t_io:.;n:;". ..:.:.....::unl='ess='--,af:::;.::t:.:;e:...r__._. 
50 review and cogsideration the Chancellor of Higher Education 
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finds that the student has extraordinary financial responsibilities'
 
2 making it essential for the student to use the loan resources -of
 
3
 

1 

both federal and State programs. These cases shall be reviewe~
 

4 a,nd approved by the chancellor on an individual basis. In these
 
5
 cases, the period of servic~ to the State of New 1ersey may be
 
6
 served simultaJleousty with the federal service obliga.tjqo if tha t
 
7
 obligation is being discharged by service within this State. 4
 

8 473. (New section) Prior to repayment oJ the annual amount
 
9 \ eligible for redemption, each program participant shall.reporl to
 

10 the Department of Higher Education. in such manner and form as
 
11
 it shall prescribe, infonna tionon the participant's performance
 
12 of service in the medically underserved area as reguired 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 recrultment of program applicants at medical and dental
 
17 schools _and heaIth centers. The procedure shall pro~ide for the
 
18 particiPation of the medical and dental staH, afr appropfla{~, ef
 
19 those facilities in the selection of appropriate applicants for the
 
20 program. 4 
21 475. (New section) The Department of-Higher E.ducation shall 
22 annually apply for any federal funds which may be available to 
23 implement the provisions of this act. 4 
24 476. (New section) The State Board of Higher Education shall 
25 adopt roles- and regulations. pursuant to the "Administ-rative 
26 Procedure Act," P;L.196lf, cAW (C.52:14JFt-et seq.las-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 bill). 4 0 
30 4[144.1 77. 4 (New section) a. Every student - enrolled as 'a Ic~. 
31 full-time student at a public or private institution of -higher
 
32 education in this State shall maintain health insurance Goverage
 

II- _.
33 which provides basic hospital benefits. The coverage shaIl be 

--~~+---~~--34 -maintained throughout the period of the student 0 s enrollment.
 
35 b. -Every student enrolled as a full--time student shall present
 
36 . evidence of. the health insurance coverage required by subsection
 
37 a. of this section to the institution at least annually. in a manner
 
38 prescribed- by the institution.
 j Q 

39 c. The State Board of Higher EducationshaU require -alLpublic _
 
40 and private institutions of higher education in this Sta,te' to offe~
 
41 health insurance coverage on a group- or individual basis for
 
42 pUrChase by students who are required tomaintajn the coverage
 
43 pursuant to this-section.
 
44 4d. 4 The State Board of Higher Educatioh~hall adopt roles and
 
45 regulations pursuant to the "Adlninistrative Procedur.e Act. "
 
46 - P.L.1968r=-c.410 (C.52:14B-l et seq.) to carry out the purposes of
 
47 subsections a., b; and c.of this section. . - . 

48 4[d.] ~4 The Student -Assistance Board ~,the Department of
 
49 Higher EducatiO~ shall adopt ~es and ;.~~io~ to require that
 
50 a public or private institution 'of higher education in this State 

....' 
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consider th~_covel'8ge required pursuant to this section as an 
educational cost for purposes of determining a student's 
eligibili ty for financial aid. 

4(~] .L.4 Nothing in this section shall be constroed to pennit a 
hospital in this State to deny access to hospital care to a 
full-time student whosIJ health insurance coverage required by 

oJ, "'c. 

this section lapses for any reason.	 . 
4[fJ &.4 The provisions of this section shall not apply 'to a 

person who is a participant in the REACH program established . ( 

p~rsuant to P.L.19B7. c.282 (C.44:1O-9 et Seq.).! 
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." t 

The monies in the fllild are hereby appropriated for the J 
purposes and in' amounts not to exceed the amounts specified in Ithis subsection:	 •

j(1) Local- heaHh- planning - $3 milliew, 
j(2) Demographic studY'of hospital patients whose accounts are 
Iclassified as bad debts - $50.000; l 

(3) Primary Care Physician and Dentist Loan Redemption'	 j 
j

Program - $1 million; ! 
(4) Provision of fllilds to eight community health centers funded	 I 

j 
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 alternative to hospital 
emergency rooms -$10 million; '. "~~~-, 

(5) 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 sgeone whose income 'is between 185%
 
and 300% of the poverty level - $8 million;
 

(7) Establishment of the "Competitive Initiatives Fllild'l, - $6
 

million; and
 
(8) Other refonn measures established by law which are
 

designed to contain the cost of uncomeensated 'care.
 
The depcrrtmemSlfaIfmamtain'a separate account for each of
 

the reform measures funded by the fllild. ',.
 
b. Notwithstanding any law to th~ c~ntrary. each hospital
 

whose rates are established by the Hospital Rate Setting'
 
Commission pursuant ,to P.L.1978, c.83 (C.26:2H-l 'et al.) shall
 
pay .53% of its approved revenue base for '1991 to the
 
Department of Health for deposit in., the HeaJ.th Care Cost
 
Reduction, Fund~' --'fhe hoSpital-shall make monthly payments to
 
the department for a period of 24 montbs-begiilli:iBg Oft the first
 
month following the date, of enaGtm~t of this, act, except that
 
the total amount paid into thlf fund plus¥tterest shall not exceed
 

-$40	 million per.. year. The ~ommiSsioni3r of Health Shall 
detennine the manner iil JNlUch tne payments shall be made. 

, , 
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1 c. The commiSSIOner shall repprt to the Senate InstituU.Q~! 

2 Health and Welfare Committee and the General Assembly Healt~
 
3 and Human Services Committee guarterlyon the status of ttl~
 

4 rund~ The report shall specify ~he amount of revenues received
 
5 by the fund and the specific expenditures made, and proposed to
 
6 be made, from the fund. 1]4___
 
7
 4[246. For all periods for which an audit for reimbursement for 
8 uncompensated care through the Uncompensated Care Trust Pund ..• 9 established pursuant to P.L1989, c.l (C.26:ZH-18.4 et seq.) shall 

10 'be conducted, the requirements regarding the detennination of 

11 eligibility for charity Cilre pU£'lJant to sections 9 anc~ 10 of 
12 P.L.1989, c.l fC.26:2H-18.12 and 18.13) shall not apply to a 
13 patient who is investigated by a county adjusier and found to be 
14 indigent by a court of competent jurisdittion pursuant to the' 
15 provisions of thapt-er 4 of Title -30 of the Revised Statutes. A 

16 panent so fOlll1d shall qualify Cor charity care. 2]4 
11 476. (New .section) a. A.... h6altlt iilsurer shall rt:imburseaH 
18 _ claims or any portion of any claim Crom an insured or an 

19 insured I s assignee,_-foF payment under a health insurance polic¥, 
20 within 60 days after receipt of the claim by the health insurer. If 
21 a clalm or a portion of -a claim is contested by the health insurer, 
22 the irisured or the insured's assignee -shall be notified in wri ting 
23 within 45 days after receipt of the" claim by the health insurer, 
24 that. the claim is contested or denied; except that, the 
25 uncontested portion of the claim shall be paid within 60 days 
26 after receipt of -the claim by_ the health insurer._ The notice that 
27 a claim is contested shall- identify the contested portion of the 
28 ----cIafmlffid the reasonsfur.-contesting:::th.~f11. _ 
29 A health insurer, upon receipt of the additional infonnatio~-' 
30 requested from the insured or the insured' sassignee ..shaH payor 
31 deny the contested claim or portion of the contested claim, 
32 within 90 days. 
33 PaYment shall be treated as being made on the date a draft or 
34 other valid instrument which is equivalent to payment was placed 
35 in the United States mail in a propefly add.t:essed, postpaid 
36 envelope or, if not so posted, on the date of delivery. 
37 hi An-.o.vemWLpayment shall bearsimph~ interest at the rate 

-------"--338'8--uor.f-t166"%~;-tp~etrI"""lI:y~e8:ar~.~--

39 c: For the purposes of this section, "health insurer" means an 
40 insurerlfilthbnzec:i .to provide health' insurance on an individual 
41 baSis pursuant to chapter 26 of Title 178 of the New Jersey 
42 Statutes. 
43 d. . The Department of lilsurance shall adopt rules and 
44 regulations pUl:,suant to the "Administrative---.Procedure. Act. " 
45 P.L.1968, c.410 (C.52:i4B-1 at seq.) to carry out the provisions of 

-~-----~46 this sec tion. 4 - _. - - . 

47 419. -(New ,section) -3,. - A health insurer .shall reimburse all 
46 claims or any' portion of -any claim •from an inslJ,red. or an 
49 insured' 5 assignee, - for. payment ~der ;- health insurance policy. 
50 within 50-days after receipt of the diiirri by -the health insurer. - If 
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il- aliill) or a portion· ora t1ainds ·contested by the health insurer, 
the insured or th~l· insured's assignee shall be notified in writing 
wi thin 45 days after receipt of the claim by the heal th insurer, 
'that the claim is contested~ or deniedjexcept that, the 
uncontested portion of the claim shall be paid within ~O days 
af.l<tlr receipt of the claim by the health insurer. The notic&icthat 
-a claim is conte~ted shall identify .the contested portion of the 
claIIll and the reasons for contesting the claim. . 

,A ~ealth insurer,· upon receipt of the additional infonnation 
regues led from Iheinsured or the insured's assignee shall payor 
den)' t~ontested claim or portion of. the contested claim•. 
within 90 days. 

Paymen~shall )be treated as being made on the date a draft or 
other valia instrument which is eguivalentto payinent was placed 
in the United States mail in -~ properly addressed. postpaid 
envelope or, if not so posted, on the date of delivery. 

b.· An ~verdue~payrI)ent shall bear simple interest at the rate 
of 10% per year. 
. c. For the pufu?ses of this section... "health insurer" means an 

insurer authorized -ta provide health insurance on a group basis 
pursuant to chapter 27 of Title 178 of the New] ersey Statutes. 

d. The Department of Insurance shall adopt rules and
regula-tionspursuant to the "Administrative Procedure Act," 
P. L.1968, c.410 (C.52: 148-1 et seq.) to carry out tbe provisions of 
this section. 4 

480. (New section) a. A health maintenance organization shall 
reimburse all claims or any portion of any claim from an enrolle.e 
or an enrollee's assignee.- for payment Wlder health maintenance 
qrganization coverage: within 60 days after receipt of the claim 

I 
I 

by the healtH m~tenance organization.. If a clahn or -a portion 
of a claim is contested b the health maintenance or aniza[i6n ' 
the enrollee or the enrollee ''5 assi . ee shall-be' notifie . writin 
within 45 days after receipt 'of the claim. by the health 
maintenance or anization that the claim is conte ted or denied
except that,the Wlcontested portion of the min shall be paid 

I r 
I 

within 60 days after receipt of the claim by' the health 
maintenance organization. The notice that a claim' is contested· 
shall identify the contested Portion of the' claim and the reasons 
for contesting the claim. 

A health maintenance organization; U 

. 
upon --rec;;iilt - of the, 

additional infonnation requested from the enrollee or the 
enrollee's assignee shall. payor deny the contested claim or 
portion of the contested claim, within 90 days. . IPayment 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. it not So Posted: on the date of delivery. 

b. An overdue payment' shall bear simple interest it 'the rate 
of 10% per year. 

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

. ,,"' ~ 

··r'· 
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organization" means -a health maintenance ol.'&!lnization 
2 authorized pursuant to the provisions of P. L.1973. c.337 
3 (C:26:2J-1 et seq.L 
4 d. The Department of Heal th shall adopt rult:s anu rcg!!ta~0I11-, 

5 pursuant to Ihe "Administrative Procedure Act," P.L.1968, ~~~1U 

6 (C.52: 148-1 et seq.) 'to carry out the provisions of this sect1tm:-l 
7 \481. (New section) The Commissioner of Health shall, to thl'! 
8 extent possible and reasonable within the Department of Health' S 

9 responsibilities under P.L,1971, c.136 (C.26:2H-l et seq.)! 
10 coordinate its annual inspection of a hospital with the triennial
 
11 inspection. conducted by the )oint Commission for the
 
12 Accreditation of Healthcare Organizations to prevent dll'plicaltjQn
 
13 during the inspection process. 4 .
 

14 482. (New section) a. There is created a Health Ca@...Cost
 
15 Reduction Advisory Committee. The members shall induQ.~-!!!.e
 

Ie CommiSsioners of Health. Human Services and ,InSurance and t hi:
 

17 Public Advocate, or their desigrlees who shall s'erve~i-<im~l(~
 
18 two members of the Senate to be' appointed by the PreSident
 
19 thereof, no more than one of whom shall be of the same political
 
20 party, and two members of the General Assembly to be appoin ted 
21 by the Speaker thereof, no more than one of whom shall be of the 
22 same political p.art;Yi two public members who have professional 
23 expertise in' the area of health Cilre financing, one each to be 
24 appointed by the President of the Senate and the Speaker of the 
25 General Assembly; .and nine members appointed by the Governor 
26. as follows: one perSon who represehts the Office of the Gove,mor 
27 who shall serve ex officio and eight public members who include 
28 three persons who represent payers. one to be appointed upon the 
29 recommendation of Blue Cross and Blue Shield M New J;r~--
30 mc.. one upon the recommendation of the Health Insurance 
31 Association of America.and one UPOn the recommendation of the 
32 New Jersey Health Maintenance Association; one person who 
33 represents hospitals in the State. to be appointed upon the 
34 rEicommendation of the New Jel7'ey Hospital Association: one 
35 person who represents business and itldustryin this State, to be 
36 appointed upgn the recommendation of the New 1ersey Business 
31 and mdustry ASsociation; one person who represents organized 
38· labor in this State, to be appoiiltedupon the' recommendation of. 
3'9 the--New·'-te-rs-e-t State AFL-CIO; and--1wlT 'persons-- who ale 
40 consum.e.rs-o-fhealth cate. 
41 The public members shall serve for a tenn of two years and be 
42 . eligible for reappointment for an additional' "two-year -tenn, 
43 except that of the public' members first appointed. four shall be 
44' appuiuted for a term of t·....a- years arid fOur for II term of one 
45 year. Vacancies in the advisory committee shall be filled in the 
46 same manner, as the original appointments were made 'for tHe 
47 \Dlexpir~d tenn. 
48 The advisory committee shall organize as soon as practi~able 

49 after the appointment of itsinembers and"shall select. a 
SO chairperson from among its public members. Members of the 

--"-'-'-"--- ) ----r:-
...~. 'F~-"~--~~'---

I 
! 

J 
IT---
1 
,f 
j
 
l
 
j
 
j 

i
 
i·
 

j 

I 
1 

: £j' 

.. 

...... '.....
,:. 

... , 



-
_...-- ---- --- - --"-

53251 [4RJ 
72 

I advisory committee shall serve without compensation but shall be 
2 reimbursed for the necessary expenses incurred in the 
3 performance of their duties as members of the advisory 
4 commit tee. 

7 
;'lt 

5 b. The advisory committee shall: 
6 (1) Review and assess the effectiveness of the health care 
7 ~efonn initiatives provided for in this act which are designed to 
8 reduce uncompensa ted care and health care costs,' and expand 
9 health insurance coverage in the. State, and make such 

10 recommendations to the. Governor and the Legislature as the 
11 advisory committee deems necessary; 

t. 

12 (2) Make recommendations to the Commissioner of, Health on 
13 the procedures that shail ~be Used to audit uncompensated care at 
14 the hospitals,. including methods of indigent care cost recovery 
15 and bad debt collection by the hospitals; and 
16 Ph Make recommendations to the Governor and the 
17' Legislature on additIonal methods of funding-uncbmpensated' care 
18 that may be used to supplement or replace funding methods 
19 already implemented. 
20 c. There- is created within the advisory committee a 
21' five-membecsubcommitteeto rev'lew,;-the 'existing funding and 
22 technical support for the Hospital Rate Setting Commission. ' 
23 The subcommittee members shall be appointed bYThe Governor 
24 and shall include: one person who represents hospitals in the 
25 State, to be ,appointedtipon the recommendation of-- the New 
26 Iersey Hospital. Association; one person who represents business 
27 .and industry in this State, to be appointed uPon the 
28 reco,mmendation of the' New Jersey Business and Industry 
29", Association; one person who represents organized labor· in this 
30 State, to be appOinted upon the recommeridation of thfLNew 
31 Jersey ,State AFI. CIa; and' two persons who are consumers of 
32 health care. .. 
33 The members of the subcommittee maybe members of the 
34 advisory committee. The members af the subcommittee shall 
35 serve for a term of 12 months. Vacancies in the subcominittee 
36 shall be (illedin the' same manner as tM original appointments 
37 were made for the unexpired term.' 
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38 The subcommittee shall organize as soon as practic.ablfL.after--- ---------f ..-- 
39 
40 

-the appointment of' its members .and shall select a Chairperson 
from among its members. Members.of the subcommittee shall 

~ :J.. ~, 
T 

41 serve wi.thout compensation but shaIi be reimbUl'sed for necessary '" 
42 expenses incurred in the performance of their duties as members 
43 of the subcommittee. f 
44 The subcommittee shall report its findings . and 
45 recommendations to the Commissioner of . Health, and the 
46 chainnen of the Senate Institutions, Health and Welfare 
47 ComIni ttee and the Assembly He and HUman Services 
48 Committee no later than three mon&after the effective 'date of 
49 this act. 4 

50 483. 'Section 1 of P.1..1989, c.19 (C.·45:9-22.4) is amended to 
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road as follows: 
1. For the purposes of this act: 
"Health care service" means a business entity which p'rovides
 

on an inpatient or outpatient basis: testing for or diagnosis or
 
treatment of human disease or dysfunction; or dispensing of drugs
 

'or	 medical devices' for the' treatment o'f human disease or 
dysfunction. Health care ~ervice includes, but is not limited to, a 
bioanalytical laboratory, pharmacy, home health care agency, 

....._-----~- -- rehabilitation facility, nursing home, hospital, or a facility which 
provides radio}ogical or other diagnostic imagery- services. 
physical therapy, ambulatory surgery, or ophthalmic services. 

"Immediate family" means the' practitioner's spouse and 
c.hjldren, 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, chiropractor or podiatrist_ 
licensedpursuannifTItle-"4"5--otffie Revise<rSflmile~.~-' - ---;-- -.

"Significant beneficial interest':' means any fi~~cial interest .. 
£that is equal to or greater thap the lesser of: (1) 5% of the whole 
or (2r $5,000.00]; but does 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 
(ee: P.L.1989, c.19, s.l) 

1[38.] 2[46.1] 4[47. 2] 84. 4 The following are repealed: 
Sections 3, 6 and 11 of P.L.1971, c.136 (C.26:2H'-3, C.26:2H-6 

and C.26:2H~1 i); 
P.L.1987, c.ll8 (C.26:2H:'5.2 through 5.6, incluSive); 4[and]4 
P.L.1979. c.272 (C.18A:72D-l through 18A:72D-11, inclusive)4i 

-and P.L.t989,c.t=te;26:2M 18.4 et lil.)4. 
485. This ainendato!Yand suplementary act shall be known and
 

may be cited as the "Health Care Cost Reduction Act. "4
 
. 1[39.] 2[47;1] 4[48.2] 86.4 This act shall takeeffeet on the 30th 

day after enactment, except that s~ctions 4[5 aJ1d 6] 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 after 
enactment, sections:narid -3245hall take effect on January 1, 

1992 4and sections 50, 52; 54, 56 and 58 shall take effect on the 
90th day atter enactment4.,-, 

HEALTH 

Designated the "Health Care Ceist Reduction Act" and 
implements recommendations of the Governor's Commission on 
Heal th 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 perfonnance
 
of service in the medically W1derserved area as required W1der
 

the con t rac t.
 
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 fW1ds 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.196B. c.410 (C.52:14B-l 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. c.136 (C.26:2H-3. C.26:2H-G
 

and C.26:2H-11); 
P.L.1987. c.l18 (C.26:2H-5.2 through 5.6. inclusive); and 
P.L.1979. c.272 (C.18A:72D-1 through 18A:72D-ll. 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. 

~'1~n STATEMENT 

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

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 
Heal th 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 
designa te at least five local health planning regions. Each region 
will establish a iocal advisory board, which shall be a nonprofit 
corporation, to conduct local health planning and make 
recommendations for the State Health Plan, and to perfoml 
certifica te of need reviews. 

The bill changes the composition of the Hospital Rate Setting 
Commission to remove i.he 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 

. '4. -. ~ , , I 
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acquisition, including a service provided by, or acquisi tion of. a 
physician in the physician's private practice, with a total project 

cos t tha t is grea te r than $1 million. 
The bill expands the Medicaid eligibili ty level to cover 

pregnant women and childre'1'1 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 
G~rden State Hc:alth 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. 
'The bill amends section 2 of ,P.L.1959. c.90 (C.2A:5JA-e) to 

eliminate the $10.000 limitation on liability for hospitals. 
The bill llmend5sectibn'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 tie used by. a physici,lO, dentist. 
veterinarian or oirer authorizt~d prescriber. The prescription 
form shall contain one :_ ...·,7~ture line for the prescriber',s 
signature, and unless the Plc.~;~riber handwrites "brand necessary'" 
or "brand medically necessary," the signature shall designate 
approval of generic substit.ution of a d(Ug: by a pharmacist. 

;Unless the prescriber e,-:plicitly states th';t a brand name drug -' , 

product is necessary when transmitting an oral prescription. by 
using the phrase "brand necessary" or "bi'and medic(~lly 

necessary," a different brand name or nonbrand name (generic) 
drug product shall be dispensed by:the phcrrmacist. 

The bill prohibits a physician from dispensinj 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 thp. 
clinic; (b) whose practice is situated 10 miles or more from a 
licensed pharmacy; (e) 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 wan 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 adriitional 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 lIealth Service Amendments Act of lU87 
established new authority for the creation of federal and state 
loan redemption 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. c.136 
(C26:2H-3, 6, 11), concerning the health planning process tha t 
had been mandated by federal law. It also repeals P.L.1987. 
c.118 (C26:2H-5.2 through 5.6) which established local health 
planning agencies. These provisions have been replaced by new 
provisions applicable to the Sta te heal th planning process 
established in this bill. The bill also repeals P.L.1979, c.272 
(C18A: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 wi th a new program in this bill. 

HEALTH 

Implements recommendations of Governor I s Commission on 
Heal th Care Costs. 
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ASSEMBLY APPROPRIATIONS COMMITTEE 
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SENATE, No. 3251 
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 Trost 
Fund" to replace the "New Jersey Uncompensated Care Trost 
Fund" established pursuant to P.L.1989, c.l (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.l 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 Trost 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 Trost 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 
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with a local commwrity 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 pregnant 
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 plahning 
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 



3 

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, c.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 eN 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. 

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

• The Medicaid program I 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. 

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

• The Commissioner of Hwnan Services will be required to 
report to the Governor and the Legislature on ways to increase the 
nwnber 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 tQ 
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, c.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 
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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 
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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, ~ess 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, c.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: 
• 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); 
• 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); 
• 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 
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a hospital patient's account include an additional income category, 
t.o 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); 
• Insert additional language regarding the objects of expenditure 
from the Health Care Cost Reduction Fund to clarify which 
community health centers shall be eligible to receive monies from 
the fund, and indicate the purpose of the Competitive Initiatives 
Fund (section 25); 
• 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); 
• 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); 
• 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); 
• 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); 
• 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); 
• 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); 
• Mandate claim payment deadlines for individual and group health 
insurers and HMO's (sections 78, 79 and 80); 
• Provide for coordinated health care facility inspections by the 
Department of Health and the Joint Commission for the 
Accreditation of Healthcare Organizations (section 81); 
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• 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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STATEMENT TO 

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 refonn the State I 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 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, c.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, finn, 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 minimwn 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 nwnber 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 refonns concerning the State Medicaid 
program. 

• 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. 

• 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. 

• The Medicaid program I s Garden State Health Plan (a 
State-operated health maintenance organization) is expanded to 
pennit individuals who do not have health care coverage and small 
businesses whj.ch do not provide health care coverage to their 
employees, to purchase coverage through the Garden State Health 
Plan. The premiwns paid by these individuals and small businesses 
will be detennined by the Commissioner of Hwnan Services and will 
be sufficient to fund the cost of the benefits under the plan. 

• All health maintenance organizations in the State would be 
required to submit a plan to the Commissioner of Hwnan Services to 
enroll recipients of Medicaid. The plan would include the tenns and 
conditions for enrolling Medicaid recipients, including the nwnber 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. 

• The Commissioner of Hwnan Services will be required to 
report to the Governor and the Legislature on ways to increase the 



3
 

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-si te 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 contaiiJ.ed 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 c of Title III 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 
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(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, 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, c.272 (C.18A:72D-l 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 r s authority' to reduce 
a health care facility I s licensed bed capacity shall not apply in those 
c'ases in which a licensed bed has not been used upon the request of a 
patient to reduce the nwnber 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 amendmeI].ts require that an application receive affirmative 
votes from at least 25% of the quorwn 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 minimwn 
nwnber of votes. 

- Require the Commissioner of Hwnan 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 Hwnan Services to enroll 
Medicaid recipients; 

- Require the Commissioner of Hwnan Services to report to the 



6 
.' .. 

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 
(Proposed by Senator Lesniak) 

to 

SENATE, No. 3251 (lR) 
(Sponsored by Senator Codey) 

-------- --- - _. -- ---------------

REPLACE SECTION 20 TO REAQ; 
1[17,] 20,1 Section 8 of;,P.L.1977, c.240 (C.24:6E-7) is 

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

"substitution pennissible" and "do not substitute" and shall 
contain space for the physician' s or other authorized prescriber's 
initials next to the chosen option. Notwithstanding any other 
law, W1less"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 
prescIiption 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 phannacist] 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 blank2, The prescriber's 
signature shall validate the prescription and. W1less the prescriber 
2[handwrltes .1ebrand necessary" or] "brand necessary, "I "brand 
medically necessary. " lor words of simil'ar meaning \thich express 
a medical necessity for the brand name drug product. the 
signature l ] initials the box next to the words "brand necessary," 
the prescriber's signature2 shall designate approval of 
substitution of a dro .-h annacist ursuant to this act if such 
different brand nam or nonbrand~name drog product shall reflect 

- -,- .-----.'a lower cost to the consumer and is contained in the latest list of 
interchangeable drog products published by the council; provided. 
h!?wever. where the prescriber [indicates "substitution 
pennissible and] requests the phannacist to notify him of the 
substitution,["] the phannacist shall transmit notice, either orally 
or by written notIce to be rnalled no later than 1lieend of the-----------
business day, to the prescriber specifying the drug product 
actually disp~nsed and the name of the manufacturer thereof, 
[However;] Notwithstanding any other law to the contrary. W1less 
the physician or other authorized prescriber explicitly stafe~ that 
a brand name drug product is necessary when U8nsmitting an oral 
prescription by using the phrase l["brartd necessary" or "brand /~ 

medically necessary" ,] _ -"-brand necessary. " 2[" brand /~ 
- ---- - --------- - / 
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medically necessary.:' _OLWOrds-oLsimilar meaning- which-expr-ess 
a medical necessity for the brand name drug product. 1]2 ~ 

different- brand- name or nonbrand name drug product of the same 
established name shall be dispensed by a pharmacist, however, no 
drug interchange shall be made unless a savings to the consumer 
results. and "the pharmacist" pa.sses such savings on to the 
conswner in full by charging 110 more than the regular and 
customary retail price for the drug to be substituted. For 
prescriptions filled other than by mail. l[the consumer may, if a 
substitution is indicated and prior to having his prescription 
filled, requestl if substitution is indicated1 the pharmacist or his 
agent l[to inform him] , prior to filling the prescription.-- shall 
inform the consumer1 of the price savings that would result from 
substitution. [f the consumer is not satisfied with said price 
savings he may. upon ·~i'equest. be dispensed the drug product 
prescribed by the physician. The phan:nacist shall!f1a.ke a 
notation of such request upon the prescription blank. 
(cf: P.L.1971, c.240, 5.8) 

STATEMENT'-+ 

These amendments _ Pl'!l~~e that a physictMlJ _dentist, 
- veterinarian or other authorized prescriber shall use a revised 

prescription form regarding the use of generic drugs. The form 
shall be imprinted with the words, "brand necessary," and shall 
contain a box for ~e physician' 5 or other authOrized prescriber's 
initials next-to the imprinted words. The fonn shall contain one 
signature line for the physician' s or other ~uthorized prescriber's 
signature at the bottom of the fonn, and unless the prescriber 
initials the box, the signature shall designate approval of generic 
drug subs'titution. 
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SENATE Amendments I
(Proposed by Senator Codey) 

to 

SENATE, No. 3251 (lR) ,II 
(Sponsored by Senator Codey) I 

I 

I
INSERT NEW SECTION 46 TO REAP: ! 

246. For all periods for which an audit for reimbursement for 
uncompensated care through the Uncompensated Care Trust Fund 
established pursuant to P.L.1989, c.1 (C.Z6:ZH-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.l989, C.l (C.Z6:ZH-18.1Z and 18.13) shall not apply to a 

tient who is investi ated b a count ad'uster and found to be 
indigent by a court of competent jUrIS ichon pursuant to the 
provisions of chapter 4 of Title 30 of the Revised Statutes, A 
patient so found shall qualify for charity care. Z I, 

.. ,_.. 

RENUMBER SECTIONS 46 and 47 AS 47 and 48 , 
I 
I 

STATEMENT 

This amendment addresses a technical problem faced by Bergen 
Pines County Hospital, which is the only hospital in the State that I 
participates in both the psychiatric cost sharing program and the I 
Uncompensated Care Trust Fund. I~ 

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 j
the provisions of the Uncompensated Care Trust Fund (P.L.1989, 
C.1). l:he county adjusfer's investigation of a patient' s financial 
status would serve as a--substitute for the investigation required 

. under th~ trusL f!lJ1_<l J~~;_ ~().nsequ~ntly .. ..Jhe._aJIl~.I)d:r!1~!l.t_~o ..... 
provides .tha.L!!!~ hospital would not be required to undergo the 
intervie"w and collection procedures required under P. L.1989, c.1 
for such a patLent.._XoLt~ purposes of the Department ofD 

--1-----------

o 

Heal!h's audit ?f a hospital's reimbursement for trust funa
----monies, this exemption f['OOi the interview-and collection 

_ procedures shall apply to the audit periods of 1989 and 1990. 
This amendment will not have any cost impact on the 

---Uncompensatecl-eare·TTUst-Fund" 
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CN-001	 TRENTON, N.J. 08625 
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Nancy Kearney July 1, 1991 
609/292-8956 

GOVERNOR fLORlO SIGNS MAlOR HEALTH CARE REFORM MEASURE 
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: 

•	 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 011 the tru~t fund and 
will allow the state to obtain federal matching funds. 

•	 Reduce uncompensated care and expand primary care. 
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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 
encourage health care professions to serve in medically undeserved 
areas. 

"I read the other day in the Wall Street TournaI 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 \)f 
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." 

### 
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"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 

•	 REALTIl CARE TRUST FUND 

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 3D, 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. 

•	 REFORMS TO REDUCE UNCOMPENSATED CARE AND EXPAND 
PRIMARY CARE 

•	 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. 

&" .1 $$kh4h£ • 



;-).' 

c~j ..•.•.....•.'"',..' 
~.~ . 

t. ': . ~ 

-1(

•	 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. 

•	 HEALTH PLANNING AND COST CONTAINMENT 

•	 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 MAlOR 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 Heal th 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 COST 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. 

•	 Alii call .I.U 3 ide 2 
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