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"1,8,9, 
C.17B:26A-9 
to 
17B:26A-11 

P.L,1992. CHAPTER 183. apJIf'Oued Dec,mber 2. J992
 

1982 Asaembly No. 1740
 

I AN ACT concemtna medicare supplement health insurance
 
2 offend br commercial inlurers and amend1ns and
 
3 supplementlna P.L.l882. c.94.
 
4
 
& BE IT ENACTED II, ,lte Sena'e and Genel'(ll A..emb', 0/ 'he
 
, Sta,. 01 N.." tier..,:
 
'I 1. (New IICtton) Except as otherwise specifically provided:
 
8 a. 11Ht provisions of P.L,1B12. c.84 (C.17B:28A-l et seq.) shall
 
9 eppl, to all medicare supplement poUci.. delivered or iSlUed for
 

10 dlUve.., ill thiI State end all certlficat.. lsaued under group 
11 medicare aupplement poUci.., which certificates are delivered or 
12 i-.ed for deUve.., In this State, 
13 1». The provisions of P.L.1882. c.94 (C.17B:26A-l et seq.) shall 
14 ...t ...., to health insurance policia. including group conversion 
1& poIIel., provided to medicare eUpble persons that are not 
18 advertised, marketed. deslped primarily as or otherwise held out 
1'1 to be medicare supplement poUcies. 
18 2. section 1 of P.L.1B12. c.94 (C.l'1B:28A-l) is amended to
 
19 read as follow&:
 
20 1. For the JIUl'POS8I of this act:
 
21 a. "Applicant" means:
 
22 (1) In the cue of an individual medicare supplement policy.
 
23 the penon who seeks to contract for insurance benefits, and
 I 
24 (2) In the C888 of • II'OUP medicare supplement policy, the 1 
2& proposed certificate holder. I 
28 b. "Certificate" means any certificate iSIUed under a II'OUp 
2'1 medicare supplement policy, which [policy] certificate h81 been 
28 delivered or is8uecl for deUvery in this State. 
29 c. "Commi8Iioner" means the Commissioner of Insurance. 
30 d. "Medicare" means the pro@arn established bY the "Health r 
31 lnIuranc:e for the Aged Act." Title XVIUof th., lSocial Security 
32 Amendments of 198&.] "Social Sec:urit)' Act," Pub.L [89-9J 
33 88-97. 81 then constituted or later amended (42 U.S.C. '139& et 
34 !!!IJ. 
3& e. "Medicare supplement policy" means a group or individual 
38 [accident aod sickn8llJ insurance poUcyor certificate which is 
37 advertised, marketed [or]i desiped primarily as, or is otherwise 
38 held out to be. a supplement to reimbursements under medicare 
39 for the hospital. medical or sursical expenses of persons eligible 
40 for medicare [by reuon of qe] • other than a policy i8SUed 
41 pursuant to • contract under 42 U.S.C. '139&1 or 42 U.S.C. 
42 't39amm or a policy issued under a demonstration pl'Olect 

£XPLANATION-MIU.r .ncloud In bold-fac.d brack.ts [thul]In the
 
above bill Is not .nacttd and Is Int.nd.d to b. MUt.d In til. law.
 

MIIU.r und.rHntd SJ1IIl Is new MU.r. 
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1 authorized DUl'!Uant to thl "H'alth Insurlnc! for the 61ed Act," 
2 ~2 U.S.C "395 It sea. Th' tlnn do.. not includel: ...
 

•
 

3 (1) AI! pallc)' (of) islued to on. or more employen or labor
 
4 or,anl.ations, or [of) 12 th, tNlte. of a fW1d e.tabllahed b)' one
 
5 or more emplo)'era or labor or,Mlzatlons, or combination
 
8 thereof. for employeu or fonner employeel. or combination
 
7 thereol. or for membera or fonner membel'lt or combination
 
8 th,reol. of th, labor or,anizalions I: or
 
8 (2) A policy of any prof8llional. trade or occupational
 

10 UMJClation for itl m'mbera or fonner retired members. or
 
11 combination thereof, if the UIOCiation: ,.
 

t
12 (a) II composed 01 individuals who In Ictlvely '1III"d in th' 
13 181ft, prof.ion. trad, or occupation: 
14 (b) HII been maintained In pd faUh for purposes oth,r thin 
1& obt'lnlna Insurance; and 
18 (c) HII been in ,xlstence for at lellt 2 y,an prior to the date 
11 of ltllnltlal orrerina 01 th' pollc)' or plan to Ita memben: 
18 (3) individual POliei. iuued puNuant to I COftV,l'Iion prlvlltle 
19 under a policy of InJUP or individual Insurance when th, ,roup or 
20 individual poliCJ includa provillons which are inc:onIistent with 
21 ta. requlrementl of th1laetJ. 
22 (ef: P.LI982. e.84. &1) 
23 3•. Section 3 of P.L.1B82. e.84 (C.l1B:28A-3) II Imendeel to 
24 reed II follOws: 
21 3. a. No medicare supplement poUcy IhaIl main benefit! 
28 which Weate., _flta provided br medicare. 
21 • 1'be commiIIton,r may .... repalationl that apIIClfy 
28 prahlblted poUey provilionl not oth,rwlIe specific. authorized 
29 by Itatut. which. in the opinion of the c:ommiIIIoner. are unjUit. 
30 un'air or unfaid)' dlIcrlmlnatory to 8IIY penon inIwed or 
31 PftIPDMCI for cov.n" under I medicare lU(IPlIm_t poUcy. 
32 (cf: P.I.I882. e.84, &3) 
33 4. Section & of P.LI982. e.94 (C.17B:28A-&) II 8III!Dded to 
34 reed II foUoWl: 
31 5. 1he commilliaaer IIball a.uel I!I!IIIl!IIpt•. rqulatioal to 
38 IlItabIiIIIJ ,ffectuat. IIId "'op the proyt= of P.L I•• e.1f 
37 IC. l1B:28A-l .t ••) pi _ rgulatlanl wbIch are..a", to 
38 .fann medicm IUI!p1PeDt "Uei. and certlftcat. witb 
39 federal law. n.e rnulationl ....U InGlude, but not be limit. to; 
40 I, EatabUlhment of minimum Itllldanll for benefits (under 
41 medicare suppI,ment polleia) , claim IIIYII!-ts, mark't. !lid 
42 I!!IIOrlln, practicel and som....tlon II'l'!n8!I!I!I!tli 
43 b. Eat.blilhment of a unlfonn· methodolop for Ctlculatinl­ ,
44 I'!I!OrlinI" ratio!, and reguirinI ref. or credit! If the • 
41 poUcia or e'rlifislta do not meet loll r.tio naulnmatli )
48 c. Eatabtilhm_t 01 • proc. lor "ifni of aU ........ tor 
41 premiwn inc..... and rate chanHI. which mg Include mMc 
48 hearln. 81 det,nnined appropriate br the cornmiMkmer prior to 
48 .pproval of any premlwn increlMli 
&0 d. A_uranc, of acc_ bY the DubUc '0 ..Hel, premium IDd 
&1 .. ratio infonnationi and 
&2 e. &tablilJlunent or .tanclardt for Medic." select poUe. RMI 
63 certificatu at such time II tbit Sta'e IIluthoti.ed spltr f.nl 
&4 law to .uthorize Medic're Sel,gt pollgi. and serUngat... 
66 (cf: P.L.1982, c.94. 1.6) 

...- ­
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8. Sectlon 8 01 P.L.t9Ia, c.94 (C.t7B:26A-B) is amended to 
read u foUoWl: 

8. t. No inMtE Iht11 de"v.r or ... for dellve!)' to a fesldent 
of thit St.t. t !D!dic'g _.mens pplic;x 9f certificate. or anx 
_s.t•. rider Of epdgl'l!JD!l!t to be uud In connection with 
the 1MuInct or I1DIWI1 of lOY • poUgyor certillcat•• unl. 
the fonn bM be. IUbmltttd to IIUl filed bY the CiO!JU'AlHlaner 
punwt to th' proyl_ of thit IVbucSion. 

(t) At the MPlrttion a' 30 elm ,ft,r lubml8!lon. IUCh fonn 
iJall be cleF" filed unlW prigr thereto It hu been 
.rfimtUvebr rued or _ppm. for IU!os bx the sommlM!on.r. 

W No muter pgllcY. cerUfla,t, or pollcy. whlqh Is 
dlIgproyed for filly bY the commlMlpntr duriDl the 3D-daY 
puIgd. mM be d,livered or lHued for d.llv.!)' In this St,t. unleu 
.....ttl the dlBgmpval for filln' "withdrawn. Apy diMpproyal 
Iball be lUbfecl to ml.w In .C:C:Ordtnc! with the •Admlnf!tratlvtJ 
P!!qRIr! Act.· P.L t •• s.410 'C.la:148-t .t _I. AnY fonn 
wIIich sa filed bY the cgmmlulontr or deemed fned may be 
dIU".1'Id or IMued for dell"• ." In th1t St.t••tn ... time .. 
., .......t witbdgwal of the fWna bx the coromllllan!r. 
,olIpwtgI • _"unity 'or a h'!rInR held In !CCOrdence with 
tile •MmJnIIlratl". Procedure AsI.· P.Ll" s.4tO (C.I2:148-1 
It_I. 

'31 The cammlelOlllr mar ext. the 3O-dp pedad provided 
Ip pu!I!!IIh In 0' tbiI !Ubllctian for ppt more thta 30 rldltIan81 
_ WEill. -tiel of ext", before expiralionbv Ii.
of tlwlplUel 3O-dax period. 1ft the ft. of ext all of the 
proviIkn of !bit !UlMqtiga. .XC'" IhIt pI'o¥fMp fot ext....._tiM to tbe Ipltial39-dp perJod IbaU upIr 10 die pttnded 
pedgd tIIIt.... of tile IIdUel 3O-dp perlad, 

14) ....."''''P!''''.for nllp' or the withdrawal of the fi1InI of 
_ fop bx the ..."....r IhIllII.I. In WIlily the-. 
then"r In me detttl • It I!!PI!bIe to ·lnIorm the I..... of 
the ".DIII for wJtbdrawal ar d'emmel. . • 

(II n. ~'ovIItw of tJIII .....t.... .11 ..t wlr to 
...... wbtch ntI!I. an1y 10 the mew' 01 .tributiaD of 
1III!!fItt or .to the IWEVItIaD of 11 "'" _nil .r the 
wtiftcat! o£ poUqv wIdc:h are ,t the I'WIIWIt of the 
WMdpl ........ or the _llcvIIoIdtr. 

(II 11le "'pPP"d bx the comm'r-rof., rona"tied 
for _ ........t to the PJ!!I!Jg!Iof IhIe "'tlM mar be 1M! 

abe II'OUIIdtbal the log copt_ provItIw which !II ...... 
...falr. iwult.ble.......... or aaatranto law or to the ."'"c 
ppIk:x pf ddt SI.t•• 

It. AnY In!uret pl'OVidbyl .................. In thIt
 
State M1 me me"r wUb thI apnvpf=twr III .ta ._ 
...."'"..n.. dampnenlatlon dlmgattgtlnl tNl It itlp 
cangpUIIICI witb tbt gpUqabJ. Ie rat" It"" 91 tbIt It.te. 
AU ftliIIII ofnt. jnd ot" ICbtduIM ")I __trat. that 
the actul1 IPd IXJI!Ated ,=. In ttl',. to PN!Dbn Mm. 
with the f!IIIUIl'8IIWlt' 9f e.L.tN. c.M ((;.178;216-1 It ••1 

"".,Dd' or n.'."'gll""t" the ,.
!U MedJcartaupplemat poUgIMtbl11 be ted to relum to 

poUcPo1dtrs ben.fltl which ,re rellOllfbl. In ret,tlon to the 

_ 
i 
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1 premium charled. The comml_loner Ihall _e repdatiolll to 
2 atabUIh minimum .tlndarda for lou raUOI of mecSlclU'8 
3 IUpplement pollclll on the bul. of [Incurred) I!!i!l claim 
4 .xperienc. and [eamed) written premluma [for the entire period 
a for which rata are computed to pl'Ovlde covera,e and] In 
B accordanc. with accepted actuarial principia and practiclI. 
7 (Par purpoIII of reJUlaUOIJI lIIued purnant to thll Hction, 
8 medicare IUPPI.ment poUcl.. lauld u a rllUlt of IOUcUat101ll of 
9 lndlYiduali thro. the mail or m_ media adv.rtllln" Includlnl , 

10 both print end bl'Oadcut adv.rtlllnl, Iha1I be treated II 

11 IndlYldual poUcla.] 
12 (cf: P.LI88Z. c.94. 1.8) 
13 8. Slction 7 of P.L.I88Z. c.94 (C.1.7B:2BA-7) II amended to 
14 Ned 18 follows: 
16 70 I. In order to PI'OYIde for full and fair dilcJoluN In the 111. 
18 of medicaftt supplement poUcla.na medicare lupplement policy 
17 IIUll be deUv.red or I8UId for deUv• .,.. In thll Stlt•• end no) !£ 
18 certificlt. Ihall be [deUvel'ld PUl'llUlllt to I ,roup medlclre 
19 1 poUey) d.Uvered or ... for deUvery in thiI Stlt. 
ZO In outline 01 cov...... II d.Uv.red to the appUcant It the 
21 time Ippllcatlan is made. 
U be TIle commIIIIoaer Ihall Pl'IICtlbe the lonnlt and caDtenl of 
23 the outline of cov.rqe required ltv IUblectlon I. of th1I _tlan. 
24 For the purpGIII 01 tbII lletlan. "ronnet" mlllll' Ityle. 
21 
Z8 
27 
28 

arnaaement and ow.nn appearanc•• laaludlnl IUCh it..... 18 the 
... color .. praadDIDce of Itjpe) the lont UMd. .pwr P, and 
!!!JIb! and the arnnaement 01 text and clptloal. Th. outline of 
CDV8flII8IhallIaclude: . . 

29 (1) At. '-riptloa 01 the prlnclP8l ....,111 aad cOve..... 
30 pnJYIded In the poUcy; 
31 (2) IA "Itement 01 the exc:eptIoaI, reductloal aad Undllt10al 
U 
!:t 

caDI'" In the poUcr;) fD!lIttdlll ' P.L. • c. ) 
(3) It !.It,tement 01 the pt'OViIIanI. lncIudInI ., 

34 .-rvltlan ltv the u.nr 01 a rllht to .... pnnnJ~ 

31 _laMe of of ­ tutamatic ,..,al preIIIiF 
38 tpcrlPS - til! poIic:JImI!Ifr'l W; .. 
37 (4) At. "atemenl that the outline of cov...... Is • summary 01 
38 the polIcJ or appU_ for .. that the policy IhDuId be 
38 .....ted to det Pet'111n8..tractull pl'OVIIlont. 
40 c. TIle commIIIIaner may r,r..tlbeJ nauire by reaul8U- la 
41 llaadaId fonn and the CODt... 0;·18. InIonnatloae1 brocJlure for 
42 ...... eIiaIbl. for medlcue ltv ntUOD of .... wblch JlIDI.... 
43 
44 
41 

10 imPl'OY' the· buyer' I abiUty· to _leet the InDIt approprlat. 
cov...... and Improv. the buy.r'. undel'ltllldinl of medicueJ JIll 
publlCltion of fomw pd .. lpIonnatiRl brpcbure with • 

I 

• 

48 
47 
48 
48 
&0 

ttllldardlgd fonnat and content. to -rye as M lid ID till 
_lee.. of I._It. Reran. if We bx ... "elbl. fpr 
nupdiC!f!. tnd to aid the ·...v In Jnumwbyr'hi! .-"""" 
of medic.re _Ott. Bxcept In the CUI of dinet ..... 
..Uclt.tlon insunne. pollcl-. the commIIIIaner may require br 

81 reauJatlon lhet the Infonnatlonal brocJlure be provided [to .., f 
12 
13 
64 

pnJIIpICllv......... ,Ualbl. lor medicare) 1 GGIICUt'NDtly with 
deUy." of the outUne of cov....... to aU _tly.... 
,UlibJ. lor medicare. With I'IIPICt to direct ,..,... I 

I 
I 
i 
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1 IOUcUatlon insurenc::e pollei.., the commillionef ma, require b, 

;1··-­

c
 

,
 

2 replatlon that the PJ'IICribed bl'Ochure be provided upon reqU8It 
:I to eny proepeatlve inlureell eUpble lor medicare (by ,.lIOn 01 
4 apJ, but in no lVent latlr then thl time 01 policy delivery. 
I d. The commillioner may pramull.te re.....Uona lor C.pUOIli . 
8 or notici requirement, I. detennined to be In the public intirest 
, end dllipld to Inlonn PI'OIPlCtlvl Insureell that particular 
8 lnIunncl coven.. are not medicare aupplement ClOV.,.....) lor 
8 III accident end Ilem.. IMurencl pollel81 IOld to penons 

to IU8Ibll lor medielra (by rallOn of 1'11. other t..... I: 
11 (1) Medicare auppllmlnt poUcles; 
11 (I) DillbiUty Income poUcl8li 
13 (3) Balle. catutmphlc. or major medicil IX)J11118 poUCllli or 
14 (4) Slnall premium. nonrenewabll pollcl.l lor. medic.re 
11 .....t ","cl•• to inlonn thole pl'DlJMl9tiv. _ ... that the 
II J!WIimd.r bwarance COUrall II not a medlc.re ..I.ment 
17 1IIIa. 
18 I. 11Ie commlllloner m.y lurther pmmull.t. re.....tionl to 
II full end lair dllclolure 01 the Inlonnatlon In""'18 the 
zo ...uan with tbe replacement 01 (1C:Cldent end ,lc~1
 
21 .,"¥' poUcIeI or certlflcat. by PlIIOIII eUlibl. lor medicaN
 
II Ibr ~ol.J.
 
23 (el: P.L1_. c.l4. L7)
 
24 7. Sectltm 8 01 P.L1882. c.14 (C.17B:HA-8) ia emended to 
21 ..... loUowa: 
21 8. M t poUcl. or certlflcat. I. o....r tbID 
27 thole pullUDt to dlnet f!IIICIM! IOUclt.tionJ IbaII bav. a 
21 .tJce~", printed on .... fint 01 .... poUcr or 
21 certiflcat. or .tt"" thereto ,t.tIna in tance that the 
30 appIlc!Dt IhaIJ bav. the rilbt to retUift .... policy or cerUflc:at. 
31 wi""" (101 !! cia,. of III denv.ry and to hav. the premium 
32 refuaded II. alt.r ....natJon 01 the poUcr or certiflcat.. the 
33 appIlc..t II not _tiIIl8d for .., l'88IIia. (MedIcare t 
34 po~ or certlflca'....... JlUllUMt to a cUnet I ....... 

31 .ueltattaa to PlIIOIII elillbl. lor m.... by ....01 .-.u 
• a .tIce promlneotly printed on tile flnt pqe or att"" 
a7 to ..a"'" III 1UIIIt_ that tile applicant IbaI1 hav. tile 
• dabt to __ tile ,.., or c:ertiftcat. witIdD 30 .,. of '18 
al deIlverr .... to baY. tile .......... refunded If. after don. 
... the appIIcat ....t .tlIfted lor .., .......1 R"". ..... 
oil t tlm.IY 8!!dto tIdI-- HI be mlde in a 
42 be Mid dingtlx to tht .uelllt.
 
43 (eI: P.Ll•• c.l4...I)
 
44 Ie (New _tloa) L avl" ...... lball m. with the
 
41 DeputmeDt 01 1Munac•• GOPJ 01 a118dve.rtWna materl. to be
 
• IIIId in promotina medicare awI....t poHel. to which 
47 l1li " 01 thiI State wiD have ace-. and t........ which the 
41 lilt", or by lmpUcatltm purportl to there........ 
... tupted .......r I" tnt.t, to mall. IUI::h pollel. available tor 
10 pun:baIe or IIII'OUm.t III thII Stat.. • requlremen" of thla 
11 aectian IhalI apply to au IdvlrtJllm.." In ., medium. whether 
12 la print or by 111!8111 01 te1evi1ton or rtdto broadc.t. FWap IhIU 
13 be. made .t leut 30 claY' prior to the clatl on .. whlch the 
14 "Irtlum..t II to be UIId In thfl Statl. or made accllillbt. to 
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1 _dent. of tbJI St.tl. 
2 b. Thl comndII1onIr m." In the pubUc Intlfllt, Pl'OmW,.tl 
3 rqulatlonlJ IOYlmint mldiaare .upp!ement .poUG)' adYlrtillnl 
4 lnaludinl, but not Unlited to, .peCllflCl flUna p~edufll, .tllldardl . 
I upon wblCIb review lila)' be bued, allebrtt, endDl'lllftllltI, unfair 
8 pnatla. aad review IDd dilapproval pracedufli. 
7 a. NotwlthltlDdiDl thl praYillani of aubIeCItion b. of thll 
8 IletloD. the commill1oner m., cUuppravl an, Idvlrtlllment .for 
8 ... In tblI St.tl .t ., timl if be detlnnlnel that the 

10 Idve~t millepnlentl the praduct, mlI1eadI the t'ralted 
11 _r, ... • .trat.., wbiab lDvoly. laare tact_ 
11 UllllMS••rII)' CODfuIInI data or l'epNllllt.tlan, falle or 
13 ~t .t.t....tI or otherwile violtt. 10' appUcabll ItWi1. of tIda St.ts or lWIUI.tlOlll pzomw,.ted the"'r. 
11 8. (New !llCtJaD) In addltioD to an, other .ppUcablt psnaltl.
 
tl for YIolttIaD of the pl'OYlltonl of Title 171 of tilt New J11'18)'
 

17 Stahlt.. the comndIIIoner ma, require 10' healtb Insurer
 
11 YIoltttna tilt pt'OYIItaMof P.1..1_, c.84 (C.171:28A-l It ....) to
 
18 -=- ......_ ., medicare lUPP!emat poUCI)' or certlftc.te ta
 
10 tbIt State wbicb II related dlNct1y or ladIrectlJ to the YIoltttan,
 
11 nquIre that ......r to t.b aucb aatkll. II aec.err to aomplJ
 
II wltb the pt'OYIItaM of that act, or botb.
 
13 10. 1'l1li act Ihal1 take 'ffect Immedlatel,.
 
14
 
II

STATDtBNT•17
 
21 1l1li 11111 ..... the t Jaw ........
 
II "_t pallcill or Iadt¥Idual ..,
 
ao _1CIal that it II In IGCDnIIace wltb tilt fldtrll
 
3t ..... "'r wblcb PI'JVIdiDI 1IIIdIcant ..........
CIN....II IIIUIt JIIIainaD 1aaI.....·....,.tIaDof33 fttl pt'OYIded br medlc:ue. 
H 

•
31

•
37

A-.+ law JDYUdIII .............t .--- ..... br 
31 -.1CiII ...... 

'. 

j 

I
! 
~ 
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1 residents of this State. 
2 b. The commissioner may, in the public interest, promulgate 
3 regulations governing medicare supplement policy advertising 
4 including, but not limited to, specific filing procedures, standards 
5 upon which review may be based, celebrity endorsements, unfair 
6 practices and review and disapproval procedures. 
7 c. Notwithstanding the provisions of subsection b. of this 
8 section, the commissioner may disapprove any advertisement for 
9 use in this State at any time if he determines that the 

10 advertisement misrepresents the product, misleads the targeted 
11 consumer, uses a strategy which involves scare tactics, 
12 unnecessarily confusing data or representation, false or 
13 fraudulent statements or otherwise violates any applicable laws 
14 of this State or regulations promulgated thereunder. 
15 9. (New section) In addition to any other applicable penalties 
16 for violation of the provisions of Title 17B of the New Jersey 
17 Statutes, the commissioner may require any health insurer 
18 violating the provisions of P.L.1982, c.94 (C.17B:26A-1 et seq.) to 
19 cease marketing any medicare supplement policy or certificate in 
20 this State which is related directly or indirectly to the violation, 
21 require that insurer to take such action as is necessary to comply 
22 with the provisions of that act, or both. 
23 10. This act shall take effect immediately. 
24 
25 
26 STATEMENT 
27 
28 This bill revises the current law governing medicare 
29 supplement policies issued on a group or individual basis by 
30 commercial insurers so that it is in accordance with the federal 
31 mandate under which insurers providing medicare supplement 
32 coverage must meet certain minimum standards, including 
33 nonduplication of benefits already provided by medicare. 
34 
35 
36 
37 
38 Amends law governing medicare supplement insurance issued by 
39 commercial insurers. 
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The Assembly Insurance Committee reports favorably, Assembly 
Bill No. 1740. 

This bill revises the current law governing medicare supplement 
policies issued on a group or individual basis by commercial insurers 
so that it is in accordance with the federal mandate under which 
insurers providing medicare supplement coverage must meet certain 
minimum standards, including nonduplication of benefits already 
provided by medicare. 

The bill requires the Commissioner of Insurance to establish 
standards for Medicare Select policies and certificates at such time 
as this State is authorized under federal law to authorize Medicare 
Select policies and certificates. The bill also requires the 
commissioner to establish minimum standards for benefits, claim 
payments, marketing and reporting practices and compensation 
arrangements for Medicare supplement policies. 

No insurer may deliver or issue for delivery to a resident of this 
State a Medicare supplement policy or certificate or any 
application, rider or endorsement to be used in connection with the 
issuance or renewal of a Medicare supplement policy or certificate 
unless the form has been submitted to and filed by the 
commissioner. The bill provides a filing procedure under which a 
form is deemed filed 30 days after it is submitted for filing unless it 
has been affirmatively filed or disapproved for filing by the 
commissioner during the review period. This 3D-day period may be 
extended an additional 30 days by the commissioner. A form may 
be disapproved by the commissioner on the ground that it contains 
provisions which are unjust, unfair, misleading, inequitable, or 
contrary to law or to the public policy of this State. Any 
disapproval of a filing is subject to review pursuant to the 
"Administrative Procedure Act," P.L.1968, cA10 (C.52:14B-1 et 
seq.). Similarly, no filing may be subsequently withdrawn by the 
commissioner until there is an opportunity for a hearing pursuant to 
the" Administrative Procedure Act." 

In addition, the bill requires any commercial insurer providing 
Medicare supplement insurance in this State to make an annual 
filing with the commissioner of its rates, rating schedule and 
supporting documentation to demonstrate that it is in compliance 
with applicable loss ratio standards established by regulation of the 
commissioner. The minimum standards for loss ratios of Medicare 
supplement policies are required to be established by the 
commissioner on the basis of paid claim experience and written 
premiums in accordance with accepted actuarial principles and 
practices, instead of using the current basis of incurred claim 
experience and earned premiums. The bill also requires the 
commissioner to: establish a uniform methodology for calculating 
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and reporting loss ratios, and reqUIrmg refunds or credits if the 
policies or certificates do no meet loss ratio requirements; establish 
a process for filing of all requests for premium increases and rate 
changes which may include public hearings as determined 
appropriate by the commissioner prior to approval of any premium 
increases; and assure access by the public to policy, premium and 
loss ratio information. 

The bill contains several provisions intended to provide adequate 
disclosure to consumers so that they may improve their 
understanding of Medicare benefits and select appropriate 
supplemental coverage. These provIsIOns authorize the 
commissioner to require the publication of coverage selection forms 
and an informational brochure in addition to the authority already 
vested in the commissioner to prescribe the format and content of 
outlines of coverage which are issued to all applicants for Medicare 
supplement coverage. The bill extends the "free-look" period 
provided applicants for Medicare supplement policies to a uniform 
30-day review period, with a right of timely refund paid directly to 
any applicant who is not satisfied during that period. Currently, the 
"free-lol;>k" is only for 10 days for Medicare supplement policies or 
certificates which are not direct response solicitations. 

In addition to the filing of forms and rating plans, the bill 
requires the filing of all advertising materials to be used in 
promoting Medicare supplement policies, to which residents of this 
State will have access, at least 30 days prior to the date on which 
the advertisement is to be used in, or made accessible to residents 
of, this State. The bill empowers the commissioner to promulgate 
regulations in the public interest which will govern Medicare 
supplement advertising, including, but not limited to, the 
promulgation of filing procedures, standards of review, celebrity 
endorsements, unfair practices and review and disapproval 
procedures. The commissioner may disapprove any advertisement 
at any time if he determines that the advertisement misrepresents 
the product, misleads the targeted consumer, uses a strategy which 
involves scare tactics, unnecessarily confusing data or 
representation, false or fraudulent statements or otherwise violates 
any applicable law or regulation. 



FISCAL NOTE TO 

ASSEMBLY, No. 1740
 

STATE OF NEW JERSEY
 

DATED: October 23, 1992 

Assembly Bill No. 1740 of 1992 revises the current law 
governing Medicare supplement policies issued on a group or 
individual basis by commercial insurers to comply with federal 
minimum standards for Medicare supplement policies. Under the 
bill, commercial insurers would be precluded from offering benefits 
under a Medicare supplement policy which duplicate any benefits 
provided by Medicare. The bill requires the Commissioner of 
Insurance to establish standards for Medicare Select policies and 
certificates at such time as this State is authorized under federal 
law to authorize Medicare Select policies and certificates. The bill 
also requires the commissioner to establish minimum standards for 
benefits, claim payments, marketing and reporting practices and 
compensation arrangements for Medicare supplement policies. 

Although the Office of Management and Budget and the 
Department of Insurance have not provided a fiscal note worksheet 
for this bill, the Department of Insurance has communicated in a 
memorandum, that implementation of the revisions contained in the 
bill is expected to be accomplished by utilizing current staff. 

The Office of Legislative Services (OLS) agrees that 
implementation of revisions contained in the bill could be 
accomplished by the department I s current staff at no additional 
administrative cost. Therefore, this bill would have no impact on 
the State budget. 

The OLS notes that under federal law states may develop their 
own regulatory program for Medicare supplement policies marketed 
within their borders. A state's program must be approved by the 
Health Care Financing Administration, and in order to be approved, 
a state must adopt standards for Medicare supplement policies 
which are equal to or more stringent than the standards adopted by 
the National Association of Insurance Commissioners (NAIC) in its 
model acts and regulations. This bill forms the statutory 
framework for the Department of Insurance to adopt the NAIC 
model regulations for Medicare supplement policies and complies 
with federal minimum standards for Medicare supplement policies. 

The OLS also notes that if New Jersey does not meet the 
federal requirements, Medicare supplement policies will be subject 
to approval by the United States Secretary of Health and Human 
Services under the Federal Certification Program and the State 
Department of Insurance before a Medicare supplement policy could 
be issued in New Jersey. Therefore, failure to comply with federal 
minimum standards would create a two-tier system which could 
financially burden insurers who wish to introduce new Medicare 
supplement policies into the market and could increase the 
consumer cost of such policies. 

This fiscal note has been prepared pursuant to P.L.1980, c.67. 
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