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CHAPTER 21
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SUBCHAPTER 1. GENERAL PROVISIONS

11:21-1.1 Purpose and scope

(a) This chapter implements provisions of P.L. 1992,
c.162 as amended by P.L. 1993, c.162 (N.J.S.A. 17B:27A-17
et seq.), the Small Employer Health Benefits Act. This

* chapter establishes procedures and standards for carriers to

meet their obligations under N.J.S.A. 17B:27A-17 et seq.,
and establishes procedures and standards applicable for the
fair, reasonable and equitable administration of the Small
Employer Health Benefits Program pursuant to N.J.S.A.
17B:27A-17 et seq.

(b) Provisions of the New Jersey Small Employer Health
Benefits Act and of this chapter shall be applicable to all
carriers that are members of the Small Employer Health

Benefits Program, and to such other carriers as the specific -

provisions of the statute and this chapter may state. -

(c) Provisions of the New Jersey Small Employer Health
Benefits Act and this chapter shall be applicable to all
health benefits plans delivered or issued for delivery in New
Jersey, renewed or continued on or after November 30,
1992, except ‘as the specific provisions of the statute and of
this chapter state otherwise.

Petition for Rulemaking: Exhibit G.

See: 26 N.J.R. 2488(b), 26 N.J.R. 3089(a), 26 N.J.R. 3758(a).
Petition for Rulemaking: Exhibit G.

See: 26 N.J.R. 5120(a), 27 N.J.R. 1321(b).

Petition for Rulemaking: Exhibits A through G.

See: 26 N.J.R. 5120(c), 27 N.J.R. 946(c).

11:21-1.2 Definitions

Words and terms contained in the Act, when used in this
chapter, shall have the meanings as defined in the Act,
unless the context clearly indicates otherwise, or as such

‘words and terms are further defined by this chapter.

“Act” means P.L. 1992, c.162 as amended by P.L. 1993,
¢.162 (N.J.S.A. 17B:27A-17 et seq.), also referred to herein
as the Small Employer Health Benefits Plans Act.

“Affiliated carriers” means two or more carriers that are

treated as one carrier for purposes of complying with the

Act because the carriers are subsidiaries of a common
parent or one another, except that any insurance company,
health service corporation, hospital service corporation, or
medical services corporation that is an affiliate of a health
maintenance organization located in New Jersey or any
health maintenance organization located in New Jersey that
is affiliated with an insurance company, hospital service
corporation or medical service corporation shall treat the
health maintenance organization as a separate carrier.
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11:21-1.2

“Board” means the Board of Directors of the New Jersey
Small Employer Health Benefits Program established by the
Act.

“Carrier” means any insurance company, health service
corporation, hospital service corporation, medical service
corporation, or health maintenance organization authorized
to issue health benefits plans in New Jersey.

“Cash deductible” means the amount of covered charges
that a covered person must pay before the policy pays any
benefits for such charges.

“Co-insurance” means the percentage of a covered charge
that must be paid by a covered person. Co-insurance does
not include cash deductibles, co-payments or non-covered
charges.

“Co-insured charge limit” means the amount of covered
charges a covered person must incur before no co-insurance
is required with the following exception. Charges for men-
tal and nervous conditions and substance abuse treatment
are not subject to or eligible for the co-insured charge limit.

“Co-payment” means a specified dollar amount a covered
person must pay for specified covered charges.

“Commissioner” means the Commissioner of the New
Jersey Department of Insurance.

“Department” means the New Jersey Department of
Insurance.

“Dependent” means the spouse or child of an eligible
employee subject to applicable terms of the employee’s
health benefits plan.

“Doctor’” means a medical practitioner who:

1. Is properly licensed or certified to provide medical
care under the laws of the state where the practitioner
practices; and

2. Provides medical services which are within' the
scope of the practitioner’s license or certificate and which
are covered by policies provided pursuant to this chapter.

“Eligible employee” means a full-time employee who
works a normal work week of 25 or more hours. The term
includes a sole proprietor, a partner of a partnership, or an
independent contractor, if the sole proprietor, partner or
independent contractor is included as an employee under a
health benefits plan of a small employer, but does not
include employees who work less than 25 hours a week,
work on a temporary or substitute basis or are participating
in an employee welfare arrangement pursuant to a collective
bargaining agreement.

“Federally-qualified HMO?” is a health maintenance orga-
nization which is qualified pursuant to the Health Mainte-
nance Organization Act of 1973, Pub. L. 93-222 (42 US.C.
§ 300e et seq.) '
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“Health benefits plan” means any hospital and medical
expense insurance policy or certificate; health, hospital, or
medical service corporation contract or certificate; or health
maintenance organization subscriber contract or certificate
delivered or issued for delivery in this State by any carrier to
a small employer group pursuant to section 3 of the Act
(N.J.S.A. 17B:27A-19), or any other similar contract, policy
or plan issued to a small employer not explicitly excluded
from the definition of health benefits plan. “Health bene-
fits plan” excludes the following plans, policies, or contracts:

1. Accident only;
2. Credit;

3. Disability;

4. Long-term care;

5. Coverage for Medicare services pursuant to a con-
tract with the United States government;

6. Medicare supplement;
7. Dental only or vision only;

8. Insurance issued as a supplement to liability insur-
ance;

9. Coverage arising out of a workers’ compensation or
similar law;

10. Hospital confinement or other supplemental limit-
ed benefit insurance coverage;

11. Automobile medical payment insurance, or per-
sonal injury protection coverage issued pursuant to P.L.
1972, ¢.70 (N.J.S.A. 39:6A-1 et seq.); and

12. Stop loss or excess risk insurance with per person
retention limits of no less than $25,000 per year and/or
aggregate retention limits of no less than 125 percent of
expected claims per year. ’

“Late enrollee” means an eligible employee or dependent
who requests enrollment in a health benefits plan of a small
employer following the initial minimum 30-day enrollment
period provided under the terms of the health benefits plan.
An eligible employee or dependent shall not be considered
a late enrollee if the individual: was covered under another
employer’s health benefits plan at the time he was eligible to
enroll and stated at the time of the initial enrollment that
coverage under that other employer’s health benefits plan
was the reason for declining enrollment; has lost coverage
under that other employer’s health benefits plan as a result
of termination of employment, the termination of the other
plan’s coverage, death of a spouse, or divorce; and requests
enrollment within 90 days after termination of coverage
provided under another employer’s health benefits plan.
An eligible employee or dependent also shall not be consid-
ered a late enrollee if the individual is employed by an
employer which offers multiple health benefits plans and the
individual elects a different plan during an open enroliment
period; or if a court of competent jurisdiction has ordered
coverage to be provided for a spouse or minor child under a
covered employee’s health benefits plan and request for
enrollment is made within 30 days after issuance of that
court order.
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“Medicaid” means the program administered by the New
Jersey Division of Medical Assistance and Health Services
Program in the New Jersey Department of Human Services,
providing medical assistance to qualified applicants, in ac-

cordance with P.L. 1968, c.413 (N.J.S.A. 30:4D-1 et seq.)
and amendments thereto.

“Medicare” means coverage provided pursuant to Title
XVIII of the Federal Social Security Act, Pub. L. 89-97 (42
U.S.C. § 1395 et seq.) and amendments thereto.

“Multiple employer arrangement” means an arrangement
established or maintained to provide health benefits to
employees and their dependents of two or more employers,
under an insured plan purchased from a carrier in which the
carrier assumes all or a substantial portion of the risk, as
determined by the commissioner and shall include, but is
not limited to, a multiple employer welfare arrangement, or
MEWA, multiple employer trust or other form of benefit
trust.

“Member” means a carrier that issues health benefits
plans in New Jersey on or after November 30, 1992.

“Pre-existing condition” means a policy or contract provi-
sion that excludes coverage under that policy or contract for
charges or expenses incurred during a specified period
following the insured’s effective date of coverage, for a
condition that, during a specified period immediately pre-
ceding the effective date of coverage, had manifested itself
in such a manner as would cause an ordinarily prudent
person to seek medical advice, diagnosis, care or treatment,
or for which medical advice, diagnosis, care or treatment
was recommended or received as to that condition or as to
pregnancy existing on the effective date of coverage.

“Primary care practitioner” means a network, or partici-
pating, provider who is a doctor specializing in family
practice, general practice, internal medicine, obstetrics/gyne-
cology for those services only if applicable, or pediatrics,
who supervises, coordinates, arranges and provides initial
care and basic care medical services to a member; initiates
a member’s referral for specialist services; and is responsi-
ble for maintaining continuity of patient care.

“Program” means the New Jersey Small Employer Health
Benefits Program established pursuant to the Act.

“Small employer” means any person, firm, corporation,
partnership, or association actively engaged in business
which, on at least 50 percent of its working days during the
preceding calendar year quarter, employed at least two but
no more than 49 eligible employees, the majority of whom

are employed within the State of New Jersey. In determin-

ing the number of eligible employees, companies which are -

affiliated companies shall be considered one employer.
Subsequent to the issuance of a health benefits plan to a
small employer pursuant to the provisions of the Act and
this chapter, and for the purpose of determining eligibility,
the size of a small employer shall be determined annually.
Except as otherwise specifically provided, provisions of the
Act and this chapter which apply to a small employer shall
continue to apply until the anniversary date of the health
benefits plan next following the date the employer no longer
meets the definition of a small employer.

“Small employer carrier” means any carrier that offers
health benefits plans covering eligible employees of one or
more small employers.

“Small employer health benefits plan” means a health
benefits plan for small employers approved by the Commis-
sioner pursuant to section 17 of P.L. 1992, c.162 (N.J.S.A.
17B:27A-33).

“State approved HMO” is a health maintenance organiza-
tion which is approved pursuant to P.L. 1973 ¢.337 (N.J.S.A.
26:2J-1 et seq.).

“Stop loss or excess risk insurance” means insurance
designed to reimburse a self-funded arrangement of one or
more small employers for catastrophic and unexpected ex-
penses exceeding specified per person retention limits
and/or aggregate retention limits, wherein neither the em-
ployees nor other individuals are third party beneficiaries
under the policy, contract or plan.

“Supplemental limited benefit insurance” means insur-
ance that is provided in addition to a health benefits plan on
an indemnity nonexpense incurred basis.

Amended by R.1994 d.47, effective December 22, 1993.

See: 25 N.J.R. 5017(a), 26 N.J.R. 400(a).

Amended by R.1994 d.228, effective April 11, 1994.

See: 26 N.J.R. 1588(a), 26 N.J.R. 1873(a).

Amended by R.1994 d.499, effective September 2, 1994.

See: 26 N.J.R. 3421(a), 26 N.J.R. 4047(b).

Amended by R.1994 d.583, effective October 27, 1994,

See: 26 N.J.R. 4308(a), 26 N.J.R. 4629(a), 27 N.J.R. 1618(c).

11:21-1.3 Communications with the Board

All written communications with the SEH Board shall be
submitted to the SEH Board at the following address:

New Jersey Small Employer Health Benefits Pro-
gram Board

20 West State Street

CN-325

Trenton, New Jersey 08625

New Rule, R.1993 d.644, effective November 12, 1993.
See: 25 N.J.R. 4437(a), 25 N.J.R. 5668(a).

Amended by R.1994 d.499, effective September 2, 1994.
See: 26 N.J.R. 3421(a), 26 N.J.R. 4047(b).
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11:21-2.1

11:21-1.4 Penalties

Failure of a carrier to comply with any provision of this
chapter may result in the carrier losing its authority to write
health benefits in New Jersey and imposition of any and all
penalties and action available under law.

Amended by R.1993 d.669, effective December 20, 1993.
See: 24 N.JR. 4476(a), 25 N.JR. 6019(a).

11:21-1.5 Severability

If any provision of this chapter or the application thereof
to any person or circumstance is found to be invalid for any
reason, the remainder of the chapter and the application
thereof to other persons or circumstances shall not be
affected thereby.

Amended by R.1993 d.669, effective December 20, 1993.
See: 24 N.J.R. 4476(a), 25 N.J.R. 6019(a).

SUBCHAPTER 2. NEW JERSEY SMALL
EMPLOYER HEALTH BENEFITS PROGRAM
PLAN OF OPERATION

Authority
N.J.S.A. 17B:27D-30, as amended by P.L. 1993, c.162, Section 16.

Source and Effective Date

R.1994 d.48, effective December 22, 1993.
See: 25 N.J.R. 4563(a), 26 N.J.R. 391(a).

11:21-2.1 Purpose and structure

(a) The Program has been created pursuant to section 12
of P.L. 1992, c.162 (N.J.S.A. 17B:27A~-28) as amended by
P.L. 1993, c.162, section 6, to provide a mechanism:

1. To assure the availability of five standardized
health benefits plans to New Jersey small employers, their
eligible employees and the dependents of those eligible
employees, on a guaranteed issue basis; and

2. Through which certain losses of specified member
companies accruing under the five small employer health
benefits plans will be reimbursed by other member com-
panies that are subject to assessments.

(b) The Board has been created pursuant to Section 13 of
P.L. 1992, c.162 (N.J.S.A. 17B:27A-29) to administer the
Program reasonably and equitably under law.

21-5

(c) The Program Plan of Operation (“Plan”) has been
created in accordance with Section 14 of P.L. 1992, c.162
(N.J.S.A. 17B:27A-30) to set forth as completely as possible
the reasonable and equitable manner by which the Board
will administer the Program under applicable law.

(d) The Program shall be administered by the Board.
The Board shall administer the Program in accordance with
the Plan developed and adopted by the Board pursuant to
law, subject to the review and approval of the Commissioner
of Insurance.

(e) The Board shall consist of 18 persons, including the
Commissioners of Health and Insurance or their designees,
both of whom shall serve as ex officio, and 10 public
members who shall be elected by the members of the
Program, subject to approval by the Commissioner, and six
public members who shall be appointed by the Governor
with the advice and consent of the Senate. Initially, three
of the elected public members of the Board shall be elected
for a three-year term, three shall be elected for a two-year
term, and three shall be elected for a one-year term. The
tenth elected public member, added by P.L. 1994, ¢.97, shall
be elected for a three-year term. Initially, of the six ap-
pointed public members added to the Board by P.L. 1994,
¢.97, two shall be appointed for a term of one year, two for
a term of two years and two for a term of three years.
Thereafter, all public members of the Board shall be elected
or appointed for a term of three years. A vacancy in the
membership of the Board shall be filled for an unexpired
term in the manner provided for in the original election or
appointment, as appropriate. No carrier shall have more
than one representative on the Board.

(f) The following categories shall be represented among
the elected public members:

1. Two carriers whose principal health insurance busi-
ness is in the small employer market;

2. One carrier whose principal health insurance busi-
ness is in the larger employer market;

3. A health, hospital or medical service corporation;

4. A health maintenance organization;

5. A risk-assuming carrier;

6. A reinsuring carrier; and

7. Three persons representing small employers, at
least one of whom represents minority small employers.
(g) The following categories shall be represented among

the appointed public members:

1. Two insurance producers licensed to sell health
insurance pursuant to N.J.S.A. 17:22A-1 et seq.;

2. One representative of organized labor;

3. One physician licensed to practice medicine and
surgery in this State; and

5-15-95
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4. Two persons who represent the general public and

are not employees of a health benefits plan provider. .

Amended by R.1995 d.65, effective February 6, 1995.
See: 26 N.J.R. 4310(a), 27 N.J.R. 585(a).

11:21-2.2 Definitions

The words and terms used in this Plan shall have the
meanings set forth at N.J.S.A. 17B:27A-17 and NJ.A.C.
11:21-1.2, or as further defined below:

“Administrator” means that person or entity selected by
the Board to effectuate the administrative functions of the
Program., '

“Board” means the Board of Directors of the Program.
As used in this Plan, “Director” shall refer to members of
the Board.

“Carrier” means any insurance company, health service
corporation, hospital service corporation, medical service
corporation or health maintenance organization (“HMO”)
authorized to issue health benefits plans in this State. For
purposes of this Plan, carriers that are affiliated companies
shall be treated as one carrier, except that any insurance

company, health service corporation, hospital service corpo-
ration, or medical service corporation that is an affiliate of a -

health maintenance organization located in the State or any
health maintenance organization located in the State that is
affiliated with an insurance company, health service corpo-
ration, hospital service corporation, or medical service cor-
poration shall treat the health maintenance organization as
a separate carrier.

“Commissioner” means the Commissioner of the New
Jersey Department of Insurance.

“Deferral” means a deferment, in whole or in part, of
payment by a member of any assessment issued by the SEH
Program Board, granted by the Commissioner pursuant to
N.J.S.A. 17B:27A-38 and N.J.A.C. 11:21-15.

“Department” means the New Jersey Department of
Insurance.

“Dependent” means the spouse or child of an eligible
employee subject to applicable terms of the health benefits
plan covering the employee.

“Earned premium” means the premium earned in New
Jersey on health benefits plans less return premiums there-
on.

“Eligible employee” means a full-time employee who
works a normal work week of 25 or more hours. The term
includes a sole proprietor, a partner of a partnership, or an
independent contractor, if the sole proprietor, partner or
independent contractor is included as an employee under a
health benefits plan of a small employer, but does not
include employees who work less than 25 hours a week,
work on a temporary or substitute basis or are participating
in an employee welfare arrangement established pursuant to
a collective bargaining agreement.

“Health benefits plan” means any hospital and medical
expense insurance policy or certificate; health, hospital, or
medical service corporation contract or certificate; or health
maintenance organization subscriber contract or certificate
delivered or issued for delivery in this State by any carrier to
a small employer group pursuant to section 3 of the Act
(NJ.S.A. 17B:27A-19). For purposes of this act, “health
benefits plan” excludes the following plans, policies, or
contracts; accident only, credit, disability, long-term care,
coverage for Medicare services pursuant to a contract with
the United States government. Medicare supplement, den-
tal only or vision only, insurance issued as a supplement to
liability insurance, coverage arising out of a workers’ com-
pensation or similar law, hospital confinement or other
supplemental limited benefit insurance coverage, automo-
bile medical payment insurance, or personal injury protec-
tion coverage issued pursuant to P.L. 1972, ¢.70.

“Member” means all carriers issuing health benefits plans
in this State on or after the effective date of the Act.

“Plan of Operation” means the plan of operation of the
Program, including articles, by-laws and operating rules
approved by the Board pursuant to the Act.

“Program” means the New Jersey Small Employer Health
Benefits Program established pursuant to the Act.

“Reinsuring carrier” means a small employer carrier
electing to receive reimbursement from the program in
accordance with Section 19 of the Act (N.JS.A.
17B:27A-35).

“Risk-assuming carrier” means a small employer carrier
electing to assume risks pursuant to section 18 of the Act
(NJS.A. 17B:27A-34).

“Small employer” means any person, firm, corporation,
partnership, or association actively engaged in business
which, on at least 50 percent of its working days during the
preceding calendar year quarter, employed at least two but
no more than 49 eligible employees, the majority of whom
are employed within the State. In determining the number
of eligible employees, companies which are affiliated compa-
nies shall be considered one employer. Subsequent to the
issuanice of a health benefits plan to a small employer
pursuant to the provisions of the Act, and for the purpose of
determining eligibility, the size of a small employer shall be
determined annually. Except as otherwise specifically pro-
vided, provisions of the Act which apply to a small employer

shall continue to apply until the anniversary date of the.

health benefits plan next following the date the employer no
longer meets the definition of a small employer.

“Small employer carrier” means any carrier that offers
health benefits plans covering eligible employees of one or
more small employers.

5-15-95 21-6

)

\.



SMALL EMPLOYER HEALTH BENEFITS PROGRAM

11:21-2.4

“Small employer health benefits plan” means a health
benefits plan for small employers approved by the commis-
sioner pursuant to Section 17 of the Act (N.J.S.A.
17B:27A-33).

“State” means the State of New Jersey.

“Supplemental limited benefit insurance” means insur-
ance that is provided in addition to a health benefits plan on
an indemnity nonexpense incurred basis.

Amended by R.1994 d.499, effective September 2, 1994,
See: 26 N.J.R. 3421(a), 26 N.J.R. 4047(b).
11:21-2.3 Powers of the Board

(a) The Board has the specific authority pursuant to the
Act to: :

1. Develop the method to be used to determine the
extent to which a reinsuring carrier’s payment per insured

for each health benefit plan provided for under the Act

exceeds the Statewide average payment per insured for
each health benefits plan provided for under the Act;

2. Develop the method for determining the extent to
which a reinsuring carrier whose average cost of insuring
individuals covered by small employer health benefits
plans exceeds the threshold described in Section 13(c) of
the Act (N.J.S.A. 17B:27A-29(c)) may receive reimburse-
ment from the Program;

3. Develop a statement of the efficiency and risk
management standards a reinsuring carrier must meet
before a reinsuring carrier may receive reimbursement
from the Program;

4. Enter into contracts as are necessary or proper to
carry out the provisions and purposes of the Act;

5. Sue or be sued, including taking any legal actions as
may be necessary for recovery of any assessments due to
the Program or to avoid paying any improper claims;

6. Establish benefit levels, deductibles and copay-
ments, exclusions, and limitations for the health benefits
plans in accordance with applicable law;

7. Establish guidelines to ensure that small employer
carriers are assuming their share of high risk small em-
ployer groups in proportion to their market share of small
employer health benefits plan business. In the event that
any carrier does not assume its reasonable share of the
high risk market, the Board may adjust the assessment
formula, with the approval of the Commissioner, to re-
quire a proportionally higher assessment from the carrier;

8. Promulgate one standard claim form. In order to
provide a standard system of payment for medical ser-

Health Coverage Program pursuant to P.L. 1993, c.162,
Section 20;

9. Assess members in accordance with the provisions
of the Act, including such interim assessments as may be
reasonable and necessary for organization and reasonable
operating expenses. Such interim assessments shall be
credited as offsets against any regular assessments due
following the close of the fiscal year;

10. Establish rules, conditions, and procedures per-
taining to the reimbursement and assessment of the mem-
bers of the Program;

11. Establish a standard policy form for five standard
health benefits plans and five rider packages, as provided
in the Act;

12. Appoint from among the members appropriate
legal, actuarial, and other committees as necessary to
provide technical and other assistance in the operation of
the Program, policy and other contract design, and any
other functions within the authority of the Program;

13. Employ or retain such persons, firms or corpora-
tions to perform such functions as are necessary for the
Board’s performance of its duties. The Board may use
the mailing address of such person, firm or corporation as
the official address of the Program. Such persons may
include an Administrator or executive director with such
authority as may be delegated by the Board to implement
and carry out broad directives of the Board made pursu-
ant to statutory powers. Such persons may include actu-
aries, accountants, auditors, insurance producers and such
other specialists or persons whose advice or assistance is
deemed by the Board to be necessary to the discharge of
its duties under the Act. The Board may agree to
compensate such persons so as best to serve the interests
of the Program and the public. Such persons, firms or
corporations shall keep and maintain such records of their
activities as may be required by the Board;

14. Develop a method of handling and accounting for
assets and moneys of the Program and an annual fiscal
reporting to the Commissioner;

15. Develop a means of providing for the filling of
vacancies on the Board, subject to the approval of the
Commissioner;

16. Address any additional matters which are appro-
priate to effectuate the provisions of this Act; and

17. Develop a buyers’ guide for the Program, and
provide for a reasonable charge for its use and distribu-
tion.

11:21-2.4 Plan of Operation

(a) The Board shall perform its function under this Plan,

vices, all claim forms for any claimant’s use under a group
health insurance policy delivered or issued for delivery in
this State shall conform to the form adopted by the Board

and promulgated in conjunction with the Individual

and in accordance with the Act. The Plan is intended to
assure the fair, reasonable and equitable administration of
the Program and shall constitute a public record and accor-
dance with the Act.
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(b) The Plan does not, nor is it intended to, create any
contractual or other rights or obligations between the Pro-
gram and any entity or any person insured by any carrier. It
.does not provide any benefits or create any obligation,
contractual or otherwise, to any person or entity.

11:21-2.5 Board structure and meetings
(a) The Program shall exercise its powers through a
Board.

1. The Board shall be made up of the Commissioner,
the Commissioner of Health, or their designees (who shall
serve ex officio) and 16 public members. The composi-
tion of the Board shall be as described in N.JS.A.
17B:27A-29 as amended by P.L. 1994, c.97. No person
representing one of the public members shall serve, or
continue to serve, on the Board unless such person repre-
sents one of the categories specified in NJ.S.A.
17B:27A-29 as amended by P.L. 1994, c.97.

2. Initially, three of the elected public members shall
serve for a term of three years; three shall serve for a
term of two years; and three shall serve for a term of one

iv. Affiliated carriers shall have no more than one
vote for each position subject to vote.

v. Elections shall be by the highest number of votes
properly cast in person and absentee.

vi. The Board shall maintain a written record of
each election, including copies of all notices sent, bal-
lots received and the tally sheets in accordance with its
record retention procedures set forth at N.J.A.C.
11:21-2.12,

3. The Board may elect a Chair, Vice Chair and
Secretary from among its Directors, as well as other
officers, as it deems appropriate. The election of officers
shall be held annually or more frequently if needed to fill
vacancies. Subject to the provisions of the Act and as
authorized by the Board, such officers are authorized to
serve as signatories on behalf of the Board and perform
other ministerial functions necessary and proper to effec-
tuate the actions of the Board.

(b) The votes of the Board shall be a one person, one

year. The tenth elected public member, added by P.L.  vote basis. An elected public member, other than the three
1994, ¢.97, shall be elected for a three-year term. Initial-  small employer representatives provided for in Section 13 of
ly, of the six appointed public members added to the  the Act (N.J.S.A. 17B:27A-29) as amended by P.L. 1994,
Board by P.L. 1994, c.97, two shall be appointed for a  ¢.97, and the Commissioners of Health and Insurance or
term of one year, two for a term of two years and two for  their designees, may designate a voting alternate employed
a term of three years. Thereafter, all public members by the same carrier or same State agency, as appropriate.
shall serve for a term of three years. A vacancy in the  Appointed public members and the three small employer
membership of the Board shall be filled for an unexpired ~ representatives, all of whom are appointed or elected as
term in the manner provided for in the original election  individuals, may not designate a voting alternate.

or appointment, as appropriate. The public directors -
shall serve their terms of office until their replacements
are duly elected or pursuant to the terms of their appoint-
ments as applicable.

i. On or about 60 days prior to the date of the
election meeting, the Board shall send written notice to
the Program members setting forth the time, date and

(c) A majority of the Directors shall constitute a quorum

for.the transaction of business. The acts of the majority of
the Directors at a meeting at which a quorum is present
shall be the acts of the Board, except as otherwise provided
herein.

(d) A meeting of the Board shall be held no later than

place of the election meeting, stating the positions for  the first Tuesday in April each year in accordance with the

tions of candidates for those positions, and stating the  sybsequent meetings, the Board shall:

last date that written nominations shall be accepted,
which shall be no less than 10 business days following
the date of the written notice.

ii. Following the close of the nomination period, the
Board shall determine from among the carriers and/or
small employer representatives nominated those per-
sons that are eligible and willing to serve in the position
for which nominated.

ifi. At least 30 calendar days prior to the date of the
election meeting, the Board shall send a written notice
to members setting forth the candidates to be consid-
ered for purposes of voting at the election meeting,
along with a ballot by which the member carrier may
vote absentee on or before a date specified by the
Board, which shall be no earlier than three business
days prior to the date of the election meeting.

5-15-95 21-8

1. Review the financial results for the prior year,
including expenses of Program administration and in-
curred losses, taking into account all other appropriate
items; and

2. Determine if an assessment is necessary for the
proper administration of the Program.

(e) At least once each year, the Board shall meet to:

1. Review the Plan and submit proposed amendments,
if any, to the Commissioner for review; '

2. Review reports of the committees established by
the Board;

3. Review and approve the rate of interest to be
charged for late payments;

N
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4, Review and approve changes in the communica-
tions program, as recommended by the Marketing and
Communications Committee;

5. Determine whether any technical corrections or
amendments to the Act should be recommended to the
Legislature;

6. Fill any vacancies among the Directors who repre-
sent carriers which exist or which will exist within 10
business days following the date of the election meeting
pursuant to a resolution of the Board or the expiration of
a Director’s normal term of office; and '

7. Review, consider, and act on any matters deemed
by the Board to be necessary and proper for the adminis-
tration of the program.

(f) The Board shall hold other meetings upon the request
of the Chair or three or more Directors, as deemed appro-
priate. A meeting may be held in person or by telephone.
Notice of such a meeting and its purpose shall be provided
to the general public and to the Directors in accordance
with the State’s Open Public Meetings Act.

(g) The Board shall keep reasonably comprehensive min-
utes of all its meetings showing the time and place, the
Directors present, the subjects considered, the actions taken,
the vote of each Director, and any other information re-
quired to be shown in the minutes by law. The original of
the public record shall be retained by the Board or its agent
and shall be promptly available to the public to the extent
that making such matters public shall not be inconsistent
with Section 7 of the Open Public Meetings Act (N.J.S.A.
10:4-12). At least two copies of the minutes of every
meeting of the Board shall be delivered forthwith to the
Commissioner.

(h) The Board may establish rules of the Program consis-
tent with the Act and this Plan.

(i) Amendments to the Plan or suggestions for technical
corrections to the Act shall require the concurrence of a
majority of the entire Board.

(i) Directors shall not be compensated by the Program
for their services but may be reimbursed for reasonable
unreimbursed travel expenses incurred in attending Board
and committee meetings pursuant to the State Travel
Guidelines issued by the Department of the Treasury.

(k) The Board may adopt rules for the taking of testimo- -

ny from the public, which may include rules relating to the
time and place of any such public hearing, and reasonable
rules for the length and format of testimony from individu-
als, groups and organizations.

(/) The Board may take up any additional matters which
are appropriate to effectuate the provisions of this Act.

21-9

(m) The affirmative vote of at least two-thirds of the
Directors present at a meeting shall be required to authorize
assessments and the expenditure of Program funds.

Amended by R.1994 d.319, effective May 31, 1994.

See: 26 N.J.R. 1940(a), 26 N.J.R. 2587(a).

Amended by R.1995 d.65, effective February 6, 1995.

See: 26 N.J.R. 4310(a), 26 N.J.R. 4311(a), 27 N.J.R. 585(a).
Amended by R.1995 d.223, effective May 1, 1995.

See: 27 N.J.R. 438(a), 27 N.J.R. 438(b), 27 N.J.R. 1805(a).

11:21-2.6 Committees

(a) Appointments to Standing and other committees shall
be approved by a majority of the Board present. Each of
the Standing Committees shall include no more than five
directors, but the Chair may appoint additional persons as
needed, with the approval of a majority of the Board. A
written record of the proceedings of each committee shall
be maintained by a Secretary appointed from the member-
ship of the committee. Committee members are responsi-
ble for providing staff support, but may recommend that the
Board provide funding for outside contractors. Committees
may not take final action; however, within the scope of their
mission and duties, committees may make recommendations
and reports to the Board for its decision and action.

(b) Standing Committees shall include the following:

1. A Finance Committee which shall make recommen-
dations to the Board with respect to:

i. The methods and rules for calculating assess-
ments and other risk sharing charges;

ii. Assessment of members in accordance with the
provisions of the Act, including such interim assess-
ments as may be reasonable and necessary for organiza-
tional and reasonable interim operating expenses;

iii. Establishment of rules, conditions, and proce-
dures pertaining to the reimbursement of the members
of the Program;

iv. Independent consulting actuaries who may be
approved by the Board;

v. Establishment of rules, conditions, and proce-
dures pertaining to the registry of multiple employer
arrangements in accordance with the provisions of the
Act; and

vi. Oversight of studies necessary for development
of reinsurance mechanisms;

2. An Operations Committee which shall make rec-
ommendations to the Board with respect to:

i. The Plan and amendments thereto;

ii. A uniform reinsurance compliance audit program
to be utilized by independent auditors retained by
carriers in their review of items related to assessments
for each affected carrier;

5-15-95
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4. A Marketing and Communications Committee
which shall make recommendations to the Board with

iii. The selection of an independent auditor for the
annual audit of the Program operations;

5-15-95

iv. The review of reports prepared by independent
auditors and other audit-related matters the Board
deems necessary; )

v. Contracts which are necessary or proper to'carry
out the provisions and purposes of the Act;

vi. Developing the means to select a plan adminis-
trator, a statement of the powers and duties of the
Administrator, the compensation of the Administrator,
and a statement of the efficiency standards an Adminis-
trator must meet; and

vii. Recommendations for employing or retaining
persons, firms or corporations to perform the functions
mnecessary for the Board’s performance of its duties,
including retention of an Administrator for the Pro-
gram;

3. A Legal Committee which shall make recommenda-
tions to the Board with respect to:

i. Appropriate interpretations of the Act, and such
other matters as the Board may desire, including rules
and regulations promulgated by the Board pursuant to
the Act;

ii. Amendments to the Plan, and the various health
benefits plans proposed by the Board for compliance
with the Act, and by implication under Federal or other
State legislation;

iii. Proposed amendments to the Act for Board
approval; '

iv. Contracts and legal documents for the Program;

v. All litigation and other disputes involving the
Program and its operations;

vi. Maintenance of a written record of all questions
received and responses provided by the Board,;

vii. Coordination with legal counsel for the Board,
as needed, on matters relating to the Program opera-
tions, including -proposed contracts, operational prac-
tices, and statutory construction;

viii. Any legal actions necessary or proper for recov-
ery of an assessment for, on behalf of, or against the
Program or a member;

ix. The Board’s entering into contracts necessary or
proper to carry out the provisions and purposes of the
Act; and

x. Legal actions as may be necessary for recovery of
any assessments due to the Program or to avoid paying
any improper claims and other matters related to law-
suits by or against the Board,;
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respect to:

i. Rules for implementation and administration of
the Act and standards to provide for the fair marketing
and broad availability of health benefits plans to eligible
employees;

ii. Marketing and communication plans for the Pro-
gram, as needed;

iii. Issues or concerns arising out of the marketing
of Program coverage;

iv. The development of information concerning the
Program to be released to the general public; and

~ v. Reviewing marketing material submitted by carri-
ers in accordance with the Act; and

5. A Dispute Resolution Committee which shall make

recommendations to the Board with respect to:

i. Consumer, policyholder and member carrier in-
quiries,complaints and disputes arising in connection
with the Program;

ii. The manner by which the Board may address
inquiries, complaints and disputes brought to its atten-
tion;

iii. Procedures for receiving, logging and handling
inquiries, complaints and disputes;

iv. The design of inquiry, complaint and dispute
forms;

v. Procedures for carriers to use in notifying the
Board of complaints and disputes;

vi. Whether and how to respond to interpretations
of the Board’s rules made by carriers and inquiries and
complaints received from consumers, policyholders, car-
riers or others.

(1) Recommendations by the Dispute Resolution
Committee may include a recommendation that the
Board issue a statement interpreting its regulations,
seek declaratory or injunctive relief as may be appro-
priate, or other administrative or legal remedies as
may be available.

(2) In an effort to answer any inquiry or resolve
any dispute or complaint, the Dispute Resolution
Committee or Administrator may seek the input of
other appropriate Committees in order to assist the
Dispute Resolution Committee in reaching a recom-
mendation. ’

(3) The Dispute Resolution Committee may refer
matters as necessary to any other Committee which
may also make recommendations to the Board.
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(4) The Dispute Resolution Committee or Admin-
istrator shall compile statistics on complaints, dis-
putes and appeals received and resolved and submit
an annual report to the Board and the Commissioner
detailing the volume of complaints, disputes and
appeals categorized by type, carrier and disposition.

(5) Nothing in this paragraph shall be deemed to
impair or otherwise affect the authority of the Com-
missioner to investigate and resolve any complaint or
dispute or to take any regulatory or enforcement
action with respect to any violations of any State
insurance statutes or rules which come to the Com-
missioner’s attention.

(c) The Board may appoint other committees. The
Board may by resolution adopted by a majority of the entire
Board:

1. Determine the size of and appoint members to
and/or fill any vacancy in any committee;

2. Appoint one or more persons to serve as alternate
members of any committee, to act in the absence or
disability of members of any committee with all the
powers of such absent or disabled members;

3. Abolish any committees, in its discretion;

4, Remove any person from membership on any com-
mittee at any time, with or without cause; and

5. Authorize or appoint the use of consultants or
other advisors to work with any committee.

11:21-2.7 Administrator selection and duties
(a) The Administrator shall be selected by the Board.

4. Collecting assessments due to the Program on a
timely basis;

5. Depositing all moneys collected on behalf of the
Program in the established depository account(s) on a
timely basis;

6. Reimbursing reinsuring carriers following their sub-
mission of acceptable documentation;

7. Issuing checks or drafts, on and/or approving
charges against, bank accounts of the Program;

8. Keeping all accounting, administrative and financial
records of the Program;

9. Acting as a resource for reinsuring carriers in com-
plying with the Program;

10. Calculating all assessments in accordance with the
methodology approved by the Board; notifying members
of amounts due; tracking the amount of assessments in
dispute or subject to deferral request; coordinating with
the Department and other appropriate parties, including
State agencies, regarding fiscal administrative matters;

11. Preparing an annual estimate of the operating and
administrative expenses of the Program;

12. Preparing a detailed Operations and Procedures
Manual which must include forms and procedures for
processing business as required by the Plan;

13, Based on minimum standards for participation in
the Program as a reinsuring carrier developed by the
Board, reviewing compliance with such standards; and

14. Performing other functions as agreed between the
Board and the Administrator. ’

(e) The Administrator shall maintain calendar year rec-

(b) The Administrator shall be selected by the Board in ords of premiums, reimbursements, and operating and ad-
compliance with the public bidding law, N.J.S.A. 52:34-6 et ministrative expenses and shall retain these records for a

seq.

period of seven years following the end of such calendar
year or as otherwise required pursuant to N.J.S.A. 47:3-15

"(c) The Administrator shall perform the administrative St S€Q-

functions required under the Act and the Plan. The Ad-
ministrator is responsible, along with the Board, for the fair,
equitable and reasonable administration of the Program.

(d) The Administrator shall perform all administrative
functions developed by the Board including the following:

1. Preparing and submitting an annual report to the

(f) The Board may select, and establish compensation for,

such other staff as may be necessary for the administration
of the Program.

11:21-2.8 Assessments for administrative and operating

expenses
(a) Annually on or about April 15, the Board shall deter-

Board and the Commissioner no later than the thir dweek  mine the final administrative expense total for the preceding
of March; preparing and submitting monthly reports to  calendar year, if any.

the Board;

2. Establishing the procedures and installing the sys-
tems needed to properly administer the operations of the
Program;

3. Establishing with Board approval, one or more
depository accounts for the transaction of Program busi-
ness; ’

21-11

1. Each member’s final assessment shall be reduced
by any interim assessment paid by the member or credited
to the member by the Board.

2. Each member’s final assessment shall be reduced
by any deferred assessments paid by assessed carriers in
proportion to the original additional assessment made to
cover the deferred amount.
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3. Members shall be assessed for a proportionate
share of the final administrative expenses on the basis of
health benefits plan earned premiums for that year. The
administrative expense assessment for each member shall
be equal to the total of all administrative expenses for the
calendar year multiplied by the ratio of that member’s
earned premium for health benefits plans to the earned
premium for health benefits plans of all members for the
calendar year.

(b) The Board may make an interim assessment of mem-
bers for reasonable and necessary organizational expenses
and to cover anticipated interim operating expenses. At the
discretion of the Board, interim assessments may be made
on a monthly basis or such other periodic basis as necessary
to ensure the availability of funds to meet operating ex-
penses. '

(c) Assessment amounts are due and payable upon re-
ceipt by a member of the invoice for the assessment.
Payment shall be by bank draft made payable to the Trea-
surer—State of New Jersey, SEH Program, c/o The New
Jersey Department of Insurance, 20 W, State Street,
CN-325, Trenton, NJ 08625.

1. Members shall be subject to payment of an interest
penalty on any assessment, or portion of an assessment,
not paid within 45 days of the date of the invoice for the
assessment, unless the member has been granted a defer-
ral by the Commissioner of the amount not timely paid.

i. The interest rate shall be 1.5 percent of the
assessment amount not timely paid per month, accruing
from the date of the invoice for the assessment.

ii. Payment of an assessment, or portion of an
assessment, for which an interest penalty amount has
accrued, shall include the interest penalty amount ac-
crued as of the invoice date; otherwise, payment shall
not be considered to be in full.

2. Carriers that dispute whether they are subject to an
assessment, or dispute the amount of assessment for
which they have been determined liable by the Board,
shall be assessed for and make payment of the full
amount of the assessment invoice, including any interest
penalty accruing thereon, until such time as the dispute
has been resolved in favor of that carrier, or, if a contest-
ed case, the Board has rendered a final determination in
favor of that carrier in accordance with the Administrative
Procedure Act, N.J.S.A. 52:14B-1 et seq.

3. A member may request that the Commissioner
grant a deferral of its obligation to pay an assessment in
accordance with N.J.A.C. 11:21-15.

i. If a member files a proper request for deferral
within 15 days of the date of the invoice, that member
may make payment of the amount of the assessment
invoice to be held in an interest bearing escrow account
in accordance with the procedures set forth herein,
pending final disposition by the Commissioner of the
deferral request.

5-15-95

ii. If the member withholds payment, as permitted
herein and the Commissioner denies the request for
deferral, the member shall be subject to payment of the
interest penalty set forth herein, accruing from the date
of the invoice for the assessment.

4, Amounts deferred by the Commissioner or subject
to dispute, which dispute is resolved in favor of the
carrier, shall be redistributed among all other members
proportionately.

(d) The Administrator shall coordinate with the Depart-
ment and other appropriate parties, including State agen-
cies, regarding fiscal administrative matters, and develop
appropriate procedures for such matters, and disburse funds
for administrative expenses upon the directive of the Board.

1. Amounts of assessment in dispute or subject to
deferral request, including any interest penalty paid by a
carrier pursuant thereto, shall not be disbursed by the
Administrator until such time as the dispute has been
settled against the disputing carrier, or the deferral de-
nied, except that any portion of an assessment not in
dispute or subject to the deferral request, or portions no
longer disputed or subject to a deferral request, may be
disbursed immediately according to Board directive.

2. Amounts of assessment disputed or subject to de-
ferral wherein the dispute is settled in favor of the
disputing carrier, or a deferral is granted, shall be re-
turned to the appropriate carrier within 15 days of the
date that the Administrator receives notice of the deter-
mination by the Board or the Commissioner, as applica-
ble, along with the proportionate amount of interest
penalty, if any, paid by the carrier for late payment of the
amount.

(e) A member requesting a deferral from the Commis-
sioner of an assessment amount shall concurrently prov1dc
notice of such request in duplicate to the Administrator in
order to preserve its right to the moneys owed and paid
pursuant to the invoice for assessment.

(f) If a member determined liable for an assessment fails
to pay the full amount of the assessment and applicable
interest, if any, within 60 days of the date of the invoice, and
has neither submitted notice that it is seeking a deferral
from the Commissioner, nor requested a hearing, the Board
may provide to the Commissioner a notice of the member’s
failure to make payment along with a recommendation to
revoke the member’s authority to write any health benefits
plans or other health coverage in this State or to take such
other action against the carrier as may be authorized by law.

A copy of this notice shall be sent to the member by

registered mail at the same time that the notice is sent to
the Commissioner. In accordance with the Act, failure to
pay assessments shall be grounds for removal of a member’s
authority to write health coverage of any kind in this State.

11:21-2.9 Assessment for reimbursable losses

(a) The Board shall determine the total reimbursable
losses, which shall be the net loss of the Program, if any, for
the calendar year based upon the information submitted by
reinsuring carriers annually on or before August 15 to the
Board beginning in 1995. Such a determination shall be
made by the Board on or about October 1 annually.

21-12
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(b) The total reimbursable losses for the year shall be the
aggregate of the reimbursable losses for all reinsuring carri-
ers reporting reimbursable losses.

(c) Reinsuring carriers shall be liable for a portion of the
reimbursable losses. A reinsuring carrier’s assessment
amount shall equal reimbursable losses but shall not exceed
four percent of the earned premiums for small employer
health benefits plans for any reinsuring carrier.

1. Each reinsuring carrier’s assessment amount shall
be determined by multiplying the total assessment amount
by the ratio of the reinsuring carrier’s earned premiums
for that calendar year for small employer health benefits
plans to the total earned premiums for that calendar year
for all reinsuring carriers for small employer health bene-
fits plans.

2. The Board shall provide notice to reinsuring carri-

ers in writing on or about October 1 of the total reimburs-

able losses for the year and whether the reinsuring carrier
may be liable for a portion of the total reimbursable
losses.

3. The Board shall notify each reinsuring carrier of
the assessment and reimbursement for reimbursable loss-
es by invoice stating the dollar amount then due by
November 1. As a result of the assessment, any monies
determined to be owed to or by the Board shall be
calculated without provision for interest.

4. Assessment amounts for reinsuring carriers granted
a deferral by the Commissioner, or subject to dispute by a
carrier wherein the dispute is settled in favor of the
disputing carrier, shall be apportioned to other reinsuring
carriers based on their respective share of earned premi-
ums for small employer health benefits plans.

5. A reinsuring carrier’s assessments in amounts ex-
ceeding four percent of earned premiums shall be appor-
tioned to all small employer carriers based upon their
respective share of small employer health benefits plan
earned premiums until such other members reach one
percent of small employer health benefits plan earned
premiums or the total reimbursable losses are fully as-
sessed, whichever occurs first.

6. If a member that is not a reinsuring carrier demon-
strates that it would have qualified for reimbursable losses
if it had elected to be a reinsuring carrier, such carrier
shall be eligible for a reduction in its assessment. Said
reduction shall be equal to 1.00 minus the carrier’s ratio
of its earned premium for small employer health plans to
the total earned premium for small employer health plans
divided by the ratio of the carrier’s reimbursable loss
calculated above to the total of all calculated reimbursa-
ble losses. In no event shall this calculation cause the
assessment to be increased.

7. Reductions in assessments made according to (c)6
above shall be apportioned to other members until such
other members are assessed one percent of small employ-
er health benefits plan earned premiums.

(d) Assessment amounts are due and payable upon re-
ceipt of an invoice by a member for the assessment. Pay-
ment shall be by bank draft made payable to the Treasur-
er—State of New Jersey, SEH Program, c/o the New Jersey
Department of Insurance, 20 W. State Street, CN-325,
Trenton, NJ 08625.

1. Members shall be subject to payment of an interest
penalty on any assessment, or portion of an assessment,
not paid within 30 days of the date of the invoice for the
assessment, unless the member has been granted a defer-
ral by the Commissioner of the amount not timely paid.

i. The interest rate shall be 1.5 percent per month
of the assessment amount or any portion thereof not
timely paid, accruing from the date of the invoice for
the assessment.

ii. Payment of an assessment, or portion of an
assessment for which an interest penalty has accrued,
shall include the interest penalty amount accrued as of
the date of payment; otherwise, payment shall not be
considered to be in full.

ili. If a member makes an error relating to or
involving an assessment or any other error resulting in
non-payment or underpayment of funds, the member
shall make immediate payment of additional amounts
due. Errors that are reported and paid in full to the
Board by a member within 60 days of their occurrence
shall not be subject to the interest penalty set forth
above.

2. Carriers that dispute whether they are subject to an
assessment, or dispute the amount of assessment for
which they have been determined liable by the Board
shall be assessed for and make payment of the full
amount of the assessment invoice when due, including any
interest penalty accruing thereon, until such time as the
dispute has been resolved in favor of that carrier, or, if a
contested case, the Board has rendered a final determina-
tion in favor of that carrier in accordance with the
Administrative Procedure Act, N.J.S.A. 52:14B-1 et seq.

(e) A member may request that the Commissioner grant
a deferral of its obligation to pay an assessment in accor-
dance with NJ.A.C. 11:21-15.

1. If a member files a proper request for deferral
within 15 days of the date of the invoice, that member
may make payment of the amount of the assessment
invoice to be held in an interest bearing escrow account in
accordance with the procedures set forth herein, pending
final disposition by the Commissioner of the deferral
request.

2. If the member withholds payment, as permitted
herein, and the Commissioner denies the request for
deferral, the member shall be subject to payment of the
interest penalty set forth herein, accruing from the date of
the invoice for the assessment.
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(f) The Board shall approve the disbursement of any
payments to those members determined by the Board as
having reimbursable losses. Disbursement shall be in pro-
portion to the member’s share of the total reimbursable
losses, until all such available funds have been paid out, or a
member’s reimbursable losses have been reimbursed, which-
ever comes first. '

1. Amounts of assessment in dispute or subject to a
deferral request shall not be disbursed to members having
reimbursable losses until such time as the dispute has
been settled or concluded with the disputing carrier, or
the deferral denied, except that any portion of an assess-
ment not in dispute or subject to the deferral request, or
portions no longer disputed or subject to a deferral
request, may be disbursed to members having reimbursa-
ble losses along with any applicable interest penalty
amounts paid or interest earned while held in escrow by
the Board. '

2. Amounts of assessment disputed or subject to de-
ferral wherein the dispute is resolved in favor of the
disputing carrier, or a deferral is granted, shall be re-
turned to the appropriate carriers within 15 days of the
date that the Administrator receives notice of the deter-
mination by the Board or the Commissioner, as applica-
ble, along with the proportionate amount of interest
penalty, if any, paid by the carrier or late payment of the
amount, and the proportionate amount of the interest
earned on that amount while the amount was held in
escrow by the Board.

(g) Assessment amounts shall be redistributed to the
appropriate reinsuring carriers for their losses on or about
December 1 of each calendar year.

(h) A member requesting a deferral from the Commis-
sioner of an assessment amount shall concurrently provide
notice of such request in duplicate to the Administrator in
order to preserve its right to the moneys owed and paid
pursuant to the invoice for assessment.

(i) If a member determined liable for an assessment fails
to pay the full amount of the assessment and applicable
interest, if any, within 60 days of the date of the invoice, and
has neither submitted notice that it is seeking a deferral
from the Commissioner, nor requested a hearing, the Board
may provide to the Commissioner a notice of the member’s
failure to make payment along with a recommendation to
revoke the member’s authority to write any health benefits
plans or other health coverage in this State or to take such
other action against the carrier as may be authorized by law.
A copy of this notice shall be sent to the member by
registered mail at the same time that the notice is sent to
the Commissioner. In accordance with the Act, failure to
pay assessments shall be grounds for removal of a member’s
authority to write health coverage of any kind in this State.

5-15-95

() A reinsuring carrier may apply to the Board for
reimbursement from the program if such reinsuring carrier
demonstrates to the Board that it has satisfied the efficiency
and risk management standards promulgated by the Board,
as set forth herein, and demonstrates it has incurred an
average cost of insuring individuals covered by small em-
ployer health benefits plans that exceeds the Statewide
average payment per insured by 20 percent. A reinsuring
carrier satisfactorily demonstrating it has met these thresh-
old standards may seek reimbursement from the Program
for the lesser of its actual losses or 80 percent of the excess
of its incurred claims over 120 percent of the Statewide
average payment per insured, as defined herein, multiplied
by the number of insured months for the reinsuring carrier.

(k) Before a member may receive reimbursement from
the Program, the member must demonstrate to the Board’s
satisfaction, subject to its review and audit by the Board,
that it has conducted its business operations with respect to
administering its small employer health benefits plans in
accordance with generally accepted industry practice and
has made good faith efforts to apply sound risk management
principles in an efficient manner.

1. Such risk management and efficiency standards
shall include, but are not limited to, claim processing and
payment practices showing the member has:

i. Paid or declined for payment 85 percent of all
claims within 10 working days from the date the com-
pleted submission was received;

ii, Reviewed a statistically valid sample of claims on
a regular basis for accuracy and proper use of the
reimbursement methodology, with dollar accuracy,
without allowance for offsets of over/under payments,
being at least 99.0 percent; and

ili. Responded to all inquiries from insureds or
covered individuals within 30 business days.

2. A member shall apply its case management and
claims handling techniques and other methods of opera-
tion in the same manner with respect to all its business.

(I) Statewide average payment per insured means the
ratio of the claims incurred in the calendar year for all
members to the total number of insured months for that
calendar year for all members calculated separately for each
small employer health benefits plan.

1. A carrier’s average payment per insured means the
ratio of the claims incurred in the calendar year to the
total number of insured months for that calendar year
calculated separately for each small employer health ben-
efits plan.

2. The extent to which that carrier’s average payment
per insured for the small employer health benefits plan
exceeds the Statewide average payment per insured for
the small employer health benefits plan shall equal the
difference between the carrier’s average payment per
insured and the Statewide average payment per insured
for a given small employer health benefits plan.

21-14
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3. The calculations shall be performed after the close
of the calendar year at a time which the Board establishes
that most claims incurred will have emerged.

(m) In order to ensure small employer carriers are as-
suming their share of high risk employer groups in propor-
tion to their share of the small employer health benefits
plan business, the Board shall charge the appropriate Com-
mittee(s) with conducting a survey of the market beginning
sometime after the first full calendar year of operation
under the Program to measure and define the proportion of
high risk small employer groups within the small employer
group health market and to determine the distribution of
such groups among the members in the market. Based on
this survey, the Board shall request that the appropriate
Committee(s) assess the reasons for any member’s dispro-
portionately low share of such high risk groups.

1. Based on the findings, the Board shall consider
appropriate steps to ensure each member’s share of the
high risk market is proportionate to its total small em-
ployer health benefits plan business and shall, based upon
the survey data, direct the Finance Committee to develop
suitable mechanisms for adjusting the assessment formula
to require a proportionately higher assessment for mem-
bers not assuming their reasonable share of the high risk

"market. The Board shall further determine the best
means of regularly ensuring the proportionate distribution
of high risk groups among members for subsequent years
of the Program’s operation.

2. The Board shall set forth within this Plan the
standards and procedures used to adjust the assessment
formula and/or means to ensure the proportionate distri-
bution of high-risk groups in subsequent years.

11:21-2.10 Reporting requirements

Carriers shall submit statements, assessments and other
reports as may be required by the Board pursuant to the
Act.

11:21-2.11 Financial administration

(a) The Board shall maintain the books and records of
the Program so that financial statements can be prepared to
satisfy the Act. Further, these books shall satisfy any
additional requirements of the Board and outside auditors.

1. The receipt and disbursement of cash by the Pro-
gram shall be recorded as it occurs.

2. Non-cash transactions shall be recorded when as-
sets or liabilities should be realized by the Program in
accordance with generally accepted accounting principles.

3. Assets and liabilities of the Program, other than
cash, shall be accounted for and described in itemized
records.

4, The net balance due to or from the Program shall
be calculated for each carrier and confirmed as deemed

appropriate by the Board or when requested by the
respective carrier. These balances should be supported
by a record of each individual carrier’s financial transac-
tions with the Program. These records include:

i. Net losses of the Program calculated in accor-
dance with this Plan;

ii. Any adjustments to assessments as explained in
this Plan;

iii. Adjustments to the amount due to/from the
Program based upon corrections to carrier submissions;

iv. Interest charges due from a carrier for late
payment of amounts due to the Program; and

v. Other records required by the Board.

5. The Board shall maintain a general ledger which
balances are used to produce the Program’s financial
statements in accordance with generally accepted account-
ing principles. The balances in the general ledger shall
agree with the corresponding balances in subsidiary ledg-
ers or journals.

6. Assessments shall be paid when billed. If the
assessment is not received by the Board within 45 days of
the invoice date, the carrier shall pay interest on the
assessment from the invoice date at the rate of 1.5
percent per month except if the carrier is granted a
deferral.

(b) All funds of the Program shall be deposited in, and
all disbursements made from, the General Treasury in ac-
cordance with procedures established and approved by the
Department of Treasury, Office of Management and Bud-
get, and all financial records shall be kept in a form
acceptable to the Office of Management and Budget.

1. Funds of the Program shall be deposited into a
dedicated account within the General Fund.

2. Moneys shall be credited from the General Fund,
with the approval of the Director of the Division of
Budget and Accounting, to the Program’s bank accounts
upon request by the Board through the Department,
which request shall include a justification for the request,
with supporting documentation.

3. The Administrator shall make such requests for
funds as directed by the Board and shall deposit ail
moneys received from the Treasury in a Board bank
-account.

(c) Bank checking accounts shall be established separate-
ly in the name of the Program and shall be approved by the
Board.

1. The Board shall authorize individuals to sign checks
on behalf of the Board. :

2. All cash and other assets shall be invested in accor-
dance with the investment policy developed and approved

21-15 5-15-95



11:21-2.11

DEPT. OF INSURANCE

by the Board as permitted by applicable law. All invest-
ment income earned shall be credited to the Program and
shall be applied to reduce future assessments of members
for the Program losses and administrative expenses.

11:21-2.12 Records

(a) The Board shall provide for the maintenance and
retention of its official records in accordance with the
Destruction of Public Records law (N.J.S.A. 47:3-15-32)
and all other applicable laws.

{(b) The Board’s records shall inciude the following:

2. Persons other than member carriers who wish to
receive communications from the Board, including pro-
posed rules, actions and public notices, may request to be
placed on the Board’s mailing list as an interested party.
Until the Board receives written notice of a change in
name or address from an interested party, communica-
tions mailed to the name and address on file shall be
deemed to be properly received. The Board shall not
charge any fee for placement upon the mailing list, but
the Board may charge a fee for copies of communications
from the Board, which fee shall not be in excess of the
actual cost of reproducing and mailing the copies.

1. Minutes of all Board meetings; 11:21-2.13 Audit functions

2. Written reports and recommendations of commit-

(a) The necessity for and the frequency of audits of

- tees to the Board; carriers shall be determined by the Board, The reasonable

3. Informational and other filings made by carriers
with the Board pursuant to the Act or the Board’s rules;

4. Riders proposed or adopted by the Board, includ-
ing all comments received;

5. The Plan of Operation and any amendments there-
to;

6. Records concerning the election of Directors and
appointment of committees and committee members;

7. Regulations or actions proposed or adopted by the
Board, including all comments received; and

cost of the audit of a carrier shall be borne by that carrier.
The Board shall have the right to conduct appropriate
additional audits of carriers.

1. All information disclosed in the course of the audit
of a carrier shall be kept privileged and protected by the
carrier, the auditing firm, and the Program, to the extent
permitted by law.

2. Any information disclosed in the course of the
audit may be used by the Board or Department to
effectuate the provisions of this Act.

(b) The Program shall have an annual audit of its opera-

8. Such other specific records as the Board may from  tions conducted by an independent certified public accoun-
time to time direct or as may be required by law. tant approved by the Board. This audit shall encompass at
least the following items:

(c) The records set forth in (b) above shall be subject to
public inspection and copying pursuant to the “Right-To~
Know” Act (N.J.S.A. 47:1A-1 et seq.) except that informa-
tion in filings determined by the Board by regulation to be
confidential and proprietary shall not be subject to public
inspection and copying.

(d) For the purpose of disseminating information about

1. The handling and accounting of assets and money
for the Program;

2. The annual fiscal report of the Program; and

3. The calculation and collection by the Program of
any assessments of carriers for net losses.

the Program, the Board shall maintain a mailing list of  11:21-2.14 Penalties/adjustments and dispute resolution

carriers and other interested parties.

(a) Numerous factual determinations and tasks shall be

1. The mailing list of member carriers initially shall be ~ performed by carriers relative to their participation in the
based upon the member carriers’ addresses filed with the =~ Program. It is expected that all carriers will exercise good
Department pursuant to N.J.A.C, 11:1-25. The Board faith and due diligence in all aspects of their relationship
may proceed to develop its own list of member carriers.  with the Program. Errors may occur, however, and it is

appropriate that the ti licable t h
i. Upon any change in name or mailing address, a dgfailgd. sanctions applicable to such errors be

member carrier shall notify the Board in writing no
later than 10 days from the date the new name or
address becomes effective.

ii. Unless the Board is notified otherwise as provid-
ed above, the name and address of a member carrier
shall be deemed correct and communications mailed to
the name and address on file shall be deemed received
by the member carrier.
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1. Carrier errors related to assessments shall require
the immediate payment of additional amounts due plus

interest, calculated from the date such sum should have

been paid, except as provided herein.

2. All other additional sums due to the Program as a
result of errors made by carriers shall be paid immediate-
ly, with interest.
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3. If the Board determines that the nature or extent of
errors made by a particular carrier evidences gross negli-
gence or intentional misconduct, the Board may, after
notice, recommend to the Commissioner, Attorney Gen-
eral, and other appropriate officials, penalties and sanc-
tions as may be appropriate in accordance with the Act.

4. All interest payments required under this Plan shall
be calculated at 1.5 percent per month, from the date the
incorrect payment occurred or a payment should have
been made, through the date the correct payment is
made. Errors reported by carriers within 60 days of their
occurrence shall not be subject to interest.

(b) A carrier seeking to challenge the amount of an
assessment shall do so within 20 days of receiving the notice
of assessment following the procedures in (d) below.

(c) A carrier which disputes being subject to an assess-
ment and wishes to contest that issue shall file its appeal
with the Board no later than 20 days after receiving the
notice of assessment following the procedures in (d) below.

(d) Concurrent with its challenge to the assessment, a
carrier shall advise the Board in detail of the reasons why
the assessment is inaccurate or not appropriate and shall
submit all documentation that supports or tends to support
the carrier’s position. The carrier shall also advise at this
time whether a hearing is requested.

(e) If a hearing is requested, within 30 days of its receipt
thereof, the Board shall determine whether the matter
constitutes a contested case. If the matter is determined to
be a contested case, the Board shall determine whether to
hear the matter or refer it to the Office of Administrative
Law for a hearing pursuant to the Administrative Procedure
Act, N.J.S.A. 52:14B-1 et seq., and the Uniform Administra-
tive Procedure Rules, N.J.A.C. 1:1. If the matter does not
constitute a contested case, the Board shall review the
challenge itself or delegate this review to an appropriate
Committee to make a recommendation to the Board.

11:21-2.15 Indemnification

(a) The Board shall not be liable for any obligation of the
Program. No Director, officer, or employee of the Board
or the Department or Department of Health shall be indi-
vidually liable and no cause of action of any nature may
arise against them, for any action taken or omission made
by them unless their conduct was outside the scope of their
employment or constituted a crime, actual fraud, actual
malice or willful misconduct.

(b) The Program shall adopt additional procedures for
indemnifying the Directors and any officers or employees, as
the Board deems appropriate, which procedures shall be so
forth in this Plan.
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11:21-2.16 Amendment and termination

(a) This Plan may be amended by a majority vote of the
entire Board, subject to approval of the Commissioner as
provided hereinafter. A vote on an amendment may be
taken at any meeting called, in whole or in part, for the
purpose of considering a proposed amendment. Written
notice of any meeting at which an amendment to the Plan is
to be considered shall be sent to each Director by mail or
facsimile transmission at least 10 days (exclusive of the
meeting day) prior to the date of the meeting. Such notice
shall state that an amendment to the Plan is to be consid-
ered at the meeting and shall set forth the substance of any
amendments which have been proposed or a description of
the section or sections which are proposed to be amended.
Notice to a Director shall be deemed sufficient if mailed,
postage prepaid, to the most recent address provided by the
Director to the Board or sent by facsimile transmission to
the most recent facsimile reception number provided by the
Director. At any meeting for the consideration of an
amendment to the Plan, for which proper notice has been
given pursuant to this section, the Board may vote on any
amendment proposed by a Director prior to, or during the
meeting. Any amendment adopted by the Board shall be
submitted to the Commissioner for approval. Any such
amendment submitted to- the Commissioner shall be
deemed approved no later than 90 days after receipt by the
Commissioner unless expressly disapproved in writing by the
Commissioner before expiration of the approval period.
Amendments to the Plan must be adopted pursuant to P.L.
1993, c.162.

(b) The Program shall continue in existence subject to
termination in accordance with the laws of this State or the
United States of America. In case of enactment of a law or
laws which, in the determination of the Board and the
Commissioner, shall result in the termination of the Pro-
gram, the Program shall terminate and conclude its affairs.
Any funds or assets held by the Program following the
payment of all claims and expenses of the Program shall be
distributed to the members at that time in accordance with
the then-existing assessment formula.

SUBCHAPTER 3. STANDARD BENEFIT PLANS
AND RIDERS

11:21-3.1 Benefits provided

(a) The small employer health benefits plans established
by the Board contain the benefits, limitations and exclusions
set forth in the Appendix to this chapter which is incorpo-
rated herein by reference as follows:

1. Plan A, “The Small Group Health Benefits Basic
Policy,” Exhibit A;

2. Plan B, “The Small Group Health Benefits Policy
B,” Exhibit B and Exhibit F;
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3. Plan C, “The Small Group Health Benefits Policy
C,” Exhibit C and Exhibit F;

4. Plan D, “The Small Group Health Benefits Pohcy
D,” Exhibit D and Exhibit F;

5. Plan E, “The Small Group Health Benefits Policy
E,” Exhibit E and Exhibit F;

3. $250.00 hospital inpatient co-payment excluding
mental/nervous and substance abuse, $200.00 mental/ner-
vous and substance abuse hospital inpatient co-payment,
$50.00 separate emergency room co-payment, $25.00 pre-
natal care office visit co-payment (initial visit only) and
$20.00 co-payment for all other co-payments.

(d) The small employer health benefits Plans B, C, D and

6. Exhibit F contains those terms of Plans B, C, D and g and the HMO Plan and optional riders may be offered

E which are common among the plans; and through or in conjunction with an approved contracting
7. HMO Plan, “The Small Group Health Mainte- arrangement approved pursuant to P.L. 1993, c.162, Section
nance Organization Contract,” Exhibit G. 22, and shall be subject to the following:

(b) In accordance with this chapter, members that offer
small employer health benefits plans in this State shall only
offer all of the health benefits Plans A, B, C, D, and E as
set forth in Exhibits A through F, in the Appendix, except as
set forth in (c) below.

1. Plans B, C and D shall contain the following annual
deductible options to the small employer for each plan:

i. $250.00 per covered person and $500.00 per cov-
ered family. The family deductible limit must be satis-
fied by two separate covered persons;

ii. $500.00 per covered person and $1,000 per cov-
ered family. The family deductible limit must be satis-
fied by two separate covered persons; and

ifi. $1,000 per covered person and $2,000 per cov-
ered family. The family deductible limit must be satis-
fied by two separate covered persons.

2. Members offering Plan E shall offer only an annual
deductible of $150.00 per covered person and $300.00 per
covered family. The family deductible limit must be
satisfied by two separate covered persons.

1. The in-network and out-network benefit level dif-
ferential shall not exceed 30 percent;

2. The co-insured charge limit and deductibles speci-
fied for the standard health benefits plan being offered
through or in con]unctlon with a managed care arrange-
ment, as set forth in Exhibits B through G in the Appen-
dix, shall be the co-insured charge limit and deductibles
for the in-network and out-network benefits combined;

3. The HMO Plan standard co-payment levels for
practitioner visits, emergency room and hospital confine-
ments may be substituted for deductibles applicable to in-
network benefits and out-network benefits. Where such
co-payments are utilized, the applicable deductible and
co-insured charge limit shall be applicable only to out-
network benefits; and

4, Where in-network services are directed through a
primary care physician under Plans B, C, D and E and
HMO Plan, in-network services must conform to one of
the options provided in (c) above, and out-network ser-
vices must conform to one of the options provided in (b)
above.

(e) The small employer health benefits Plan A may be

(c) State approved and Federally qualified HMO mem- offered through or in conjun'ction with a ma.naged care
bers may offer the HMO Plan, as set forth in Exhibit G of arrangement, and shall be subject to the following:

the Appendix, in lieu of Plans A through E in (a) above.
HMO members offering the HMO Plan shall offer the
following arrangements: $150.00 hospital inpatient co-pay-
ment, $50.00 separate emergency room co-payment, $25.00
pre-natal care office visit co-payment (initial visit only) and
$15.00 co-payment for all other co-payments. Prescription
drugs may be subject to 50 percent coinsurance or $15.00

1. For those services which are subject to 20 percent
co-insurance, the in-network benefit shall not be subject
to co-insurance; and

2. For those services which are subject to 50 percent
co-insurance, the in-network co-insurance shall be 30
percent.

co-payment at HMO member’s option. HMO members  11:21-3.2 Optional benefit riders to standard plans and

choosing to offer optional health benefits plans may offer
one or more of the following co-payment options, provided

administrative functions
(a) Members that offer health benefits Plans B, C, D and

that all options offered by the HMO member shall be  E may offer one or more of the optional benefit riders set
offered to each small employer: forth in (c)1 and 2 below. Members that offer the HMO

1. $75.00 hospital inpatient co-payment, $50.00 sepa-
rate emergency room co-payment, $25.00 pre-natal care
office visit co-payment (initial visit only) and $5.00 co-
payment for all other co-payments;

health benefits plan may offer the prescription drug riders
set forth in ()3 below. All riders shall contain the benefits,
limitations and exclusions set forth in the Appendix which is
incorporated herein by reference and shall be issued in the
standard form set forth in the Appendix which is incorporat-

2. $100.00 hospital inpatient co-payment, $50.00 sepa-  ed herein by reference. A member electing to offer an
rate emergeincy room co-payment, $25.00 pre-natal care optional benefits rider with a health benefits plan (Plan B,
office visit co-payment (initial visit only) and $10.00 co-  C, D, E or HMO Plan, as applicable) must offer the rider to
payment for all other co-payments; and/or any employer seeking to purchase that health benefits plan.
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(b) Any member electing to offer one or more optional
benefits riders shall file a statement identifying the rider(s)
to be offered and identifying the health benefits plan(s) with
which the rider will be offered. The statement shall be filed
with the Board no later than 30 days prior to the date the
rider is to be offered to employers, and shall set forth the
date on which the carrier proposes to offer such rider(s).

(c) The optional benefit riders are as follows:

1. Replacement prescription drug benefits for Plans B,
C, D and E. The carrier may select one or more of the
following riders to be offered with each health benefits
Plan (Plan B, C, D, or E):

i. Exhibit H, part 1 (mail order and card);
ii. Exhibit H, part 2 (card only); or
ifi. Exhibit H, part 3 (mail order only).

2. Replacement mental and nervous conditions and
substance abuse benefits, Exhibit I, and

3. Replacement prescription drug benefits for HMO
Plans. The carrier may select one or more of the follow-
ing riders to be offered with the HMO health benefits
plan:

i. Exhibit'J, part 1 (mail order and card);
ii. Exhibit J, part 2 (card only); or
ifi. Exhibit J, part 3 (mail order only).

(d) In addition to the optional benefit riders listed in (c)
above, members may offer riders that revise in any way the
coverage offered by standard health benefit Plans A, B, C,
D, and E or HMO, subject to the provisions set forth in (d)1
through 5 below.

1. Before a member may sell a rider or amendment
thereof that decreases any one benefit or decreases the
actuarial value of standard health benefit Plans A, B, C,
D, E or HMO, the member shall file the rider or amend-
ment thereof for informational purposes with the Board,
and for approval by the Commissioner. No rider filed
with the Commissioner may be sold until approved by the
Commissioner.

2. Before a member may sell a rider or amendment
thereof that increases any benefits or increases the actuar-
ial value of standard health benefit Plans A, B, C, D, E or
HMO, the member shall file the rider or amendment
thereof with the Board for informational purposes.

3. In addition to (d)1 and 2 above, any benefit ridér
or amendments thereof shall be subject to the provisions
of Sections 2, 3(b), 6, 7, 8, 9 and 11 of P.L.1992, c. 162.

4. A member making an informational filing to the
Board pursuant to (d) above shall:
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i. Submit an original and seven copies of the filing
and any related materials to the Board at the address
specified at N.J.A.C. 11:21-1.3, and one copy to the
Commissioner, if required by (d)1 above, at the New
Jersey Department of Insurance, Office of the Life and
Health Actuary, 20 West State Street, CN-325, Tren-
ton, New Jersey, 08625, Attn: SEH Optional Benefit
Rider Filing;

ii. Submit copies of the rider or riders which amend
the standard group policy and certificate forms, which
rider or riders shall include cross-references to the
standard group policy and certificate provisions or sec-
tions and/or pages which are being modified;

iii. Specify whether the rider or amendment thereof
is to be used in connection with standard health benefit
Plans A, B, C, D, E or HMO and provide clear and
conspicuous notice of such on the forms submitted for
each rider;

iv. The standard group policy and employee certifi-
cate language shall not be altered, and the benefit
modifications shall appear only on the rider or riders;

v. Submit copies of the standard group policy and
certificate page or pages which are affected by the rider
or riders marked to identify which provisions are affect-
ed by the rider or riders; and

vi. Submit copies of a certification signed by a duly
authorized officer of the member that states clearly:

(1) That the rider or amendment thereof increases
a benefit or benefits and does not include a decrease
of any benefit or a decrease in the actuarial value of
standard health benefits Plan A, B, C, D, E, or HMO
not approved by the Commissioner;

(2) That the filing is complete and in accordance
with all the requirements of this subsection and
applicable New Jersey statutes and regulations;

(3) That the member will offer the rider or
amendment thereof to any small employer seeking to
purchase the health benefits plan it modifies; and

(4) That a rate filing has been made with the
Commissioner pursuant to N.J.A.C. 11:21-9.

5. The Board shall notify a member in writing of its
determination of whether an informational filing is com-
plete and in substantial compliance with this subsection,
within 45 days of the Board’s receipt of the member’s
submission of a rider or amendment thereof. If the
Board does not notify a member of its determination with
respect to an informational filing within 45 days of the
Board’s receipt of the submission, the informational filing
shall be deemed complete.

i. If an informational filing is incomplete, but in
substantial compliance with the requirements of this
subchapter, the notification shall provide the reasons
the filing is incomplete and what additional information
needs to be submitted by the member. The member
shall provide the Board with the information required
to complete the filing.
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ii. If an informational filing is incomplete and not in

" substantial compliance with the requirements of this
subchapter, the notification shall provide the reasons
the filing is incomplete and what additional information
needs to be submitted by the member. The member
shall provide the Board with the information required
to complete the filing. Upon receipt of notice from the
Board that a filing is incomplete and not in substantial
compliance with the requirements of this subchapter,
the member shall not sell the rider or amendment
thereof until the member has received written notice

from the Board that the informational filing is in

substantial compliance or complete.

iii. If the Board takes no action within 45 days of
receipt by the Board of a member’s submission of
information requested by the Board to complete an
informational filing, the filing shall be deemed to be in
substantial compliance.

(e) A carrier may provide for alternative means of admin-
istering aspects of the standard forms which administration
does not affect the benefits provided in the standard policy
forms and riders. Administration includes, but is not limit-
ed to, administration of claims, COBRA, premium collec-
tion, and issue functions. The delegation of administrative
functions shall be achieved by a separate contract between
the carrier and/or the small employer, and a third party.
Such arrangements shall not alter the standard group policy
and certificate language.

Amended by R.1994 d.418, effective July 15, 1994.
See: 26 N.J.R. 2843(a), 26 N.J.R. 3442(b).
Amended by R.1995 d.116, effective March 6, 1995.
See: 26 N.J.R. 4729(a), 27 N.J.R. 918(a).

SUBCHAPTER 3A. NON-STANDARD HEALTH
BENEFITS PLANS
Authority

N.J.S.A. 17B:27A-17 et seq., as amended by N.J.S.A.
17B:27A-51 and P.L. 1994, c.11.

Source and Effective Date

R.1994 d.499, effective September 2, 1994.
See: 26 N.J.R. 3421(a), 26 N.J.R. 4047(b).

11:21-3A.1 Purpose and scope

This subchapter establishes which non-standard health
benefits plans may be issued, renewed, reinstated or contin-
ued pursuant to P.L. 1994, c.11, and specifies the standards
which shall apply to the issuance, renewal, reinstatement or
continuation of a non-standard health benefits plan.
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11:21-3A.2 Definitions

Words and terms, when used in this subchapter, shall
have the meanings as defined at N.J.S.A. 17B:27A-17 or
NJ.A.C. 11:21-1.2 unless defined below or the context
clearly indicates otherwise.

“Anniversary date” and “12-month anniversary date”
means:

1. With respect to coverage of a small employer who
has coverage other than as a member of an association,
multiple employer arrangement or out-of-State trust hold-
ing the master policy or contract:

i. The annual 12-month renewal date following the
initial effective date of coverage for that small employer
under the policy or contract; or

ii. If such annual renewal date has been changed
prior to April 4, 1994 and thus no longer is the same
calendar date and with the initial effective date, the
new annual renewal date;

2. With respect to coverage of a small employer as a
member of an association, multiple employer arrangement
or out-of-State trust holding the master policy or contract,
wherein there is no common renewal date established for
coverage of all such member small employers;

i. The annual 12-month renewal date following the
initial effective date of coverage for that small employ-
er; or

ii. If such annual renewal date has been changed
prior to April 4, 1994, and thus no longer coincides with
the initial effective date, the new annual renewal date;
or

3. With respect to coverage of a small employer cov-
ered as a member of an association, multiple employer
arrangement or out-of-State trust holding the master poli-
cy or contract, wherein there is a common renewal date
established for coverage of all such small employers not-
withstanding each small employer’s initial effective date;

i. The common renewal date; or

ii. If the common renewal date has been changed
prior to April 4, 1994, the new common renewal date.

“Non-standard health benefits plan” means a health bene-
fits plan that was issued to cover one or more small employ-
ers by or through a carrier, association, multiple employer
arrangement or out-of-State trust prior to January 1, 1994,
and which was in effect on February 28, 1994.

“Standard health benefits plan” means a health benefits
plan promulgated by the SEH Board and set forth at
N.J.A.C. 11:21-3.1.
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11:21-3A.3 Renewal of non-standard health benefits plans

(a) During the period beginning on April 4, 1994 and
ending on September 10, 1994, a carrier, association, multi-
ple employer arrangement or out-of-State trust shall renew
or continue a non-standard health benefits plan, at the
option of the small employer policy or contract holder,
pursuant to P.L. 1994, c.11.

(b) Beginning on September 11, 1994, a carrier, associa-
tion, multiple employer arrangement or out-of-State trust
shall renew or continue a non-standard health benefits plan,
at the option of the small employer policy or contract,
subject to the following:

1. On the first anniversary date of a small employer’s
coverage under the non-standard health benefits plan
occurring on or after September 11, 1994, the non-stan-
dard health benefits plan shall comply with the provisions
of N.JS.A. 17B:27A-18, 17B:27A-19b, 17B:27A-22,
17B:27A-23, 17B:27A-24, 17B:27A-25 and 17B:27A-27.

2. A small employer shall have the option to renew or
continue a non-standard health benefits plan on any
anniversary occurring between February 28, 1994 and
February 28, 1996. Such non-standard health benefits
plan may at the employer’s option remain in effect until
the end of the policy or contract year that begins on the
12-month anniversary date occurring on or before Febru-
ary 28, 1996.

3. The non-standard health benefits plan shall not be
amended or modified, except as (b)1 above may require
and except for the purpose of changing deductible or
copayments for the non-standard health benefits plan.

4. The carrier, association, multiple employer arrange-
ment or out-of-State trust shall file such renewed or
continued non-standard health benefits plan with the
Commissioner in accordance with N.J.A.C. 11:21-8,

11:21-3A.4 Reinstatement of non-standard health benefits
plans

(a) A non-standard health benefits plan whose anniversa-
ry occurred March 1, 1994 through April 4, 1994 may be
reinstated, at the option of the small employer policy or
contract holder, by providing written notice to the carrier
within 60 days of that anniversary date.

(b) A non-standard health benefits plan that is reinstated
in accordance with subsection (a) may be renewed in accor-
dance with and subject to the provisions of N.J.A.C.
11:21-3A.3.

11:21-3A.5 New issuance of non-standard health benefits
plans :

(a) A carrier shall not offer or issue a non-standard
health benefits plan to a small employer except through an
association, multiple employer arrangement or out-of-State
trust in accordance with this section.
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(b) An association, multiple employer arrangement or
out-of-State trust shall not offer or issue a non-standard
health benefits plan unless the non-standard health benefits
plan:

1. Was available for purchase through the association,
multiple employer arrangement or out-of-State trust to its
members on December 31, 1993;

2. If issued during period beginning on April 4, 1994
and ending on September 10, 1994, complies with the
requirements of N.J.A.C. 11:21-3A.3;

3. If issued on or after September 11, 1994, complies
with the requirements of N.J.S.A. 17B:27A-18, 19b, 22,
23, 24, 25 and 27 upon the date of issue;

4, Shall not be amended or modified except as neces-
sary to comply with (b)2 and 3 above, or for the purpose
of changing deductible or copayments;

5. Shall remain available for renewal, at the option of
the small employer through the 12-month anniversary
date which occurs on or before February 28, 1996; and

6. If issued or renmewed on or before February 28,
1996, shall, at the option of the small employer, remain in
effect until the 12-month anniversary date which occurs
on or before February 28, 1997.

(c) An association, multiple employer arrangement or
out-of-State trust may offer and issue a non-standard health
benefits plan pursuant to (b) above, if the association,
multiple employer arrangement or out-of-State trust com-
plies with the following:

1. The non-standard health benefits plan shall be
offered and issued only to a small employer, as defined in
N.J.S.A. 17B:27A-17 and rules promulgated pursuant to
the Act, that is a member of that association, multiple
employer arrangement or out-of-State trust;

2. No non-standard health benefits plan shall be of-
fered, issued or renewed after February 28, 1996;

3. An association, multiple employer arrangement or
out-of-State trust also shall offer and, if accepted, issue
standard health benefits plans to all of its small employer
members; and

4. An employee’s actual or expected health status
shall not be used in determining whether to offer or issue
a non-standard health benefits plan to any member small
employer or to offer or issue coverage to employees, or
their dependents, of any small employer.

(d) A carrier, association, multiple employer arrangement
or out-of-State trust may offer or issue coverage under a
non-standard health benefits plan to new employees of a
small employer that was covered under a non-standard
health benefits plan on February 28, 1994, and remain
covered under such a non-standard health benefits plan,
subject to the following:
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1. A carrier, association, multiple employer arrange-
ment or out-of-State trust shall not discriminate between
small employers in making the offer or issue; and

2. A carrier, association, multiple employer arrange-
ment or out-of-State trust shall not discriminate between
a small employer’s eligible employees in making the offer
or issue.

11:21-3A.6 Cessation of issuance, renewal or continuation
" of non-standard health benefits plans;
‘conversion to small employer health benefits
plans

No non-standard health benefits plan may be issued or
renewed in accordance with this subchapter after February
28, 1996. No non-standard health benefits plan issues,
renewed or continued in accordance with this subchapter
may remain in effect after the 12-month anniversary date
which occurs on or before February 28, 1997. At least 60
days prior to the non-standard health benefits plan’s final
12-month anniversary date, the carrier shall provide to the
small employer notice that the existing policy or contract
will be cancelled on its anniversary date. The carrier shall
give the small employer an outline of the standard health
benefits plans and the premium cost for the standard health
benefits plan which is most equivalent to that policy or
contract which will be cancelled. Upon request of the small
employer, the small employer carrier shall provide the pre-
mium costs with respect to the other standard health plans
pursuant to N.J.A.C. 11:21-7.10.

11:21-3A.7 Penalties

A carrier, association, multiple employer arrangement or
out-of-State trust that violates any provision of this subchap-
ter shall be subject to penalty and fine available under law.

SUBCHAPTER 4. POLICY FORMS

11:21-4.1 Policy forms

(a) Members shall use the standard policy forms for Plans
A, B, C, D and E which are set forth in the Appendix to this
chapter as Exhibits A through F, subject to the “Explanation
of Brackets (Plans A, B, C, D)” set forth in Exhibit K, Part
1 of the Appendix, incorporated herein by reference.

1. Notwithstanding (a) above, a small employer carrier
may, upon approval of the Board and subject to the
requirements of N.J.S.A. 17B:27A-17 et seq., apply an
alternative method of utilization review to small employer
health benefits plans issued by such carrier pursuant to
this rule.
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i. A small employer carrier shall submit its alterna-
tive method of utilization review in triplicate to the
Board at the address specified at N.J.A.C. 11:21-1.3.

The submission shall include an explanation why the -

alternative method of utilization review is reasonable
and a statement that the carrier shall apply the alterna-
tive method of utilization review uniformly to all small
employer health benefits plans and to all small employ-
ers. The submission shall be certified by a duly autho-
rized officer of the carrier.

ii. The Board shall notify the small employer carrier
in writing within 60 days of the small employer carrier’s
filing with the Board whether such request is approved.

ifi. The small employer carrier shall have a right of
appeal if the Board disapproves the small employer
carrier’s alternative method of utilization review, in

accordance with procedures established by the Board in

its Plan of Operation.

(b) Members shall use the standard policy form for HMO
Plan which is set forth in the Appendix to this chapter as
Exhibit G, subject to the “Explanation of Brackets (HMO
Plan)” set forth in Exhibit K, Part 2 of the Appendix,
incorporated herein by reference.

1. Notwithstanding (b) above, a small employer carri-
er may, upon approval of the Board and subject to the
requirements of N.J.S.A. 17B:27A-17 et seq., apply an
alternative method of utilization review to small employer
health benefits plans issued by such carrier pursuant to
this rule.

i. A small employer carrier shall submit its alterna-
tive method of utilization review in triplicate to the
Board at the address specified at N.J.A.C. 11:21-1.3.
The submission shall include an explanation why the
alternative method of utilization review is reasonable
and a statement that the carrier shall apply the alterna-
tive method of utilization review uniformly to all small
employer health benefits plans and to all small employ-
ers. The submission shall be certified by a duly autho-
rized officer of the carrier.

ii. The Board shall notify the small employer carrier
in writing within 60 days of the small employer carrier’s
filing with the Board whether such request is approved.

iii. The small employer carrier shall have a right of
appeal if the Board disapproves the small employer
carrier’s alternative method of utilization review, in
accordance with procedures established by the Board in
its Plan of Operation.

(c) In issuing riders pursuant to N.J.A.C. 11:21-3.2(c),
members shall use the standard rider forms which are set
forth in the Appendix to this chapter as Exhibits H, I and J,
as applicable.
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(d) All health benefits plans and optional benefits riders
issued to small employers on and after January 1, 1994 shall
be issued in accordance with these rules.

(¢) Members shall use the standard small group health
benefits certificate for Plan A which is set forth in the
Appendix to this chapter as Exhibit V, subject to the
“Explanation of Brackets—Certificate Forms” set forth in
Exhibit X, Part 1 of the Appendix, incorporated herein by
reference.

(f) Members shall use the standard small group health
benefits certificate for Plans B, C, D and E which is set
forth in the Appendix to this chapter as Exhibit W, subject
to the “Explanation of Brackets—Certificate Forms” set
forth in Exhibit X, Part 1 of the Appendix, incorporated
herein by reference.

(g8) Members shall use the standard employee evidence of
coverage for HMO Plan which is set forth in the Appendix
to this chapter as Exhibit Y, subject to “Explanation of
Brackets (HMO Plan)” set forth in Exhibit X, Part 2 of the
Appendix, incorporated herein by reference.

(h) Members shall use the Rider—Certificate Forms for
Plans B, C, D and E as set forth in the Appendix to this
chapter as Exhibit Z, Part 1, “Card/Mail”; Part 2, “Card”;
Part 3, “Mail”; and Part 4 “Mental and Nervous Conditions
and Substance Abuse Benefits.”

(i) Members shall use the Riders—Employee evidence of
coverage for HMO Plan as set forth in the Appendix to this
chapter as Exhibit AA, Part 1, “Card/Mail”; Part 2, “Card”;
and Part 3, “Mail.”

(i) All small group health benefits certificates and em-
ployee evidences of coverage issued to employees covered
under small employer health benefits plans on and after
January 1, 1994, shall be issued in accordance with these
rules.

Amended by R.1994 d.47, effective December 22, 1993.
See: 25 N.J.R. 5017(a), 26 N.J.R. 400(a).

Amended by R.1994 d.418, effective July 15, 1994.

See: 26 N.J.R. 2843(a), 26 N.J.R. 3442(b).

11:21-4.2  Certification or filing of forms

(a) No carrier shall issue any health benefits plan certifi-
cate or evidence of coverage to a small employer or the
employees of a small employer or use any application form,
employer or employee certification, waiver or enrollment
form or make any amendments thereto until the carrier has
certified that its health benefits plans and forms are in
compliance with the small employer health benefits plans
and all provisions of N.J.A.C. 11:21-4 and 6.

1. A carrier shall submit, in triplicate, completed Cer-
tification of Compliance forms, set forth in Part 1 of
Exhibit BB of the Appendix to this chapter and incorpo-
rated herein by reference.

21-23

2. Completed Certification of Compliance forms shall
be submitted to the Board at the address set forth at
N.J.A.C. 11:21-1.3, and to the Commissioner at the fol-
lowing:

Attn: SEH Form Certification of Compliance
Division of Life and Health Actuarial Services
New Jersey Department of Insurance

20 West State Street

CN 325

Trenton, NJ 08625-0325

3. Certification of Compliance forms shall be certified
by a duly authorized officer of the carrier.

(b) A carrier that elects to include in its health benefits
plans an alternative method of utilization review shall sub-
mit, in addition to the required Certification of Compliance,
its alternative method of utilization review as specified at
N.J.A.C. 11:21-4.1 with copies in triplicate submitted to the
Commissioner as set forth in (a)2 above.

.(c) As a condition of approval, all alternate methods of
utilization review provisions shall contain the statement that
the utilization review modifies the small employer health
benefits policy form language and has been approved for
use by the carrier pursuant to NJ.A.C. 11:2143. As a
condition of approval, all combined form policies shall
contain a statement that together, the two policies provide
coverage as specified in N.J.A.C. 11:21-3.1, and have been
approved pursuant to the requirements of N.J.A.C.
11:214.3.

(d) Any amendment to an approved alternative method
of utilization review shall be submitted to the Board and
simultaneously to the Commissioner for review and approval
as set forth in (b) above.

(e) Carriers that submit Certification of Compliance
forms may issue and make effective small employer health
benefits plans upon filing such forms with the Board and the
Commissioner, or January 1, 1994, whichever date is later,
and may continue to do so until such time as the filing is
disapproved in writing by the Board (in consultation with
the Commissioner), following an opportunity for a hearing
held in accordance with the Administrative Procedures Act,
N.J.S.A. 52:14B-1 et seq., and any rules promulgated there-
under. '

(f) Notwithstanding (e) above, a carrier shall neither
issue nor make effective any health benefits plan to which
an alternative method of utilization review or amendment
thereto will apply until approved by the Board in consulta-
tion with the Commissioner.

(g) All forms to be used by a hospital service corporation
and another carrier in conjunction in order to offer the
small employer health benefits plans pursuant to N.J.S.A.
17B:27A-19¢ shall be submitted simultaneously to the
Board and the Commissioner, and shall not be used until

" approved by the Board in consultation with the Commis-

sioner.
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1. Forms shall be submitted in triplicate as set forth in
(a)2 above.

2. Carriers shall submit a certification of substantial
compliance and a description of the differences between
the combined forms and the forms promulgated by the
Board. The certification of substantial compliance shall
be certified by a duly authorized officer of each of the
carriers.

3. The Board shall notify the small employer carriers
in writing within 60 days of receipt by the Board and the
Commissioner of a completed submission, whether the
combined forms are approved.

4. The small employer carriers shall have a right of
appeal if the Board, in consultation with the Commission-
er, disapproves the combined forms, in accordance with
procedures established by the Board in its Plan of Opera-
tion.

New Rule, R.1994 d.153, effective February 28, 1994.
See: 26 N.J.R. 741(a), 26 N.J.R. 1352(a).

11:21-4.3 Standards for review

(a) In determining whether to approve an alternative
method of utilization review or combined forms (of a hospi-
tal service corporation and another small employer carrier),
a carrier shall consider in submitting in its Certification of
Compliance (with respect to an alternative method of uti-
lization review), and its certification of substantial compli-
ance (with respect to combined forms), and the Board and
Commissioner shall consider in their review whether:

1. The inclusion of words, terms and descriptions that
are not contained in the Board’s forms changes the
meaning or effect of any material aspect of the small
employer health benefits plans and other attendant Board
forms;

2. The alternative method of utilization review or
combined forms contain all provisions required by New
Jersey law and the small employer health benefits plans
forms which, if not the same as that required by law or in
the small employer health benefits plans forms, is at least
as favorable to the covered person;

3. The alternative method of utilization review or
combined forms contain all coverages, coverage limits and
exclusions set forth in the small employer health benefits
plans forms;

4, There is any deviation from the effective date of
coverage, renewal or termination provisions in the small
employer health benefits plans forms; and

5. Easy comparison with the appropriate small em-
ployer health benefits plans forms by the consumer, the
Board or the Commissioner is impeded.

5-15-95

- necessary of the claimant to process a claim, the carrier shall

(b) In addition to (a) above, the Board, in consultation
with the Commissioner, may disapprove an alternative
method of utilization review or combined forms on the \
grounds that its provisions are unjust, unfair, inequitable, N
misleading, contrary to law or to the public policy of this
State. :

New Rule, R.1994 d.153, effective February 28, 1994.
See: 26 N.J.R. 741(a), 26 N.J.R. 1352(a).

SUBCHAPTER 5. STANDARD CLAIM FORM

11:21-5.1 Standard Claim Form

(a) All members offering health benefits plans to-small
employers shall, to the extent that the member uses claims
forms in its transaction of business, require as a condition of
payment, the standard claim form approved by the Board
and set forth as Exhibit L in the Appendix to this chapter,
incorporated herein by reference. The HCFA 1500 form
and patient instructions, set forth in Exhibit L, Part 1, shall
be the standard claim form for all medical expenses incurred
for services other than hospital inpatient services. The form
UB-82 set forth as Exhibit L, Part 2, shall be the standard
claim form for all hospital inpatient services.

(b) If a carrier determines that additional information is i

use the “Annual Family Profile and Claim Notice” form as
set forth as Exhibit M and incorporated herein by reference.
A carrier shall not use any other form to solicit family
profile information of the claimant.

SUBCHAPTER 6. STANDARD EMPLOYER AND
EMPLOYEE APPLICATION AND SMALL
EMPLOYER CERTIFICATION FORMS

Authority

N.J.S.A. 17B:27A-17 et seq., amended by P.L. 1993,
¢.162, section 16 and N.J.S.A. 52:14B—4(f).

Source and Effective Date

R.1993 d.644, effective November 12, 1993.
See: 25 N.J.R. 4437(a), 25 N.J.R. 5668(a).

11:21-6.1 Standard application form

(a) All small employer carriers offering small employer
health benefits plans with an effective date on or after
January 1, 1994, shall use the standard application form \
approved by the Board and specified in Exhibit N of the
Appendix to this chapter incorporated herein by reference.
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(b) Small employer carriers shall require any small em-
ployer applying for a small employer health benefits plan to
be issued by that small employer carrier to complete, as part
of the application, the New Jersey Small Employer Certifi-
cation form approved by the Board and specified in Exhibit
O of the Appendix to this chapter incorporated herein by
reference.

11:21-6.2 Annual Small Employer Certification Form

Small employer carriers shall require each small employer
covered by a small employer health benefits plan issued by
the small employer carrier to that small employer to com-
plete each year the New Jersey Small Employer Certifica-
tion form approved by the Board and specified in Exhibit O
of the Appendix to this chapter incorporated herein by
reference. This form shall be sent to the small employer for
completion no earlier than 120 days prior to the renewal of
the small employer’s health benefits plan.

11:21-6.3 Enrollment

(a) Small employer carriers shall require each eligible
employee electing coverage under the small employer health
benefits plan to complete the Enroliment form approved by
the Board and specified in Exhibit Q of the Appendix to this
chapter incorporated herein by reference, except that carri-
ers can reformat the standard application in any manner
necessary to simplify administration for the carrier without
modification of the content of the form. At the end of the
standard application in an additional section, a carrier may
also require periodic updates of the following information:
name changes, primary care physician change, health center
change, additions or deletions to family coverage, address
changes and State and Federal continuation election.

(b) Small employer carriers offering the HMO plan shall
require each' eligible employee electing coverage under the
HMO plan to complete the enrollment form approved by
the Board and specified in Exhibit R of the Appendix to this
chapter incorporated herein by reference, except that carri-
ers can reformat the standard application in any manner
necessary to simplify administration for the carrier without
modification of the content of the form. At the end of the
standard application in an additional section, a carrier may
also require periodic updates of the following information:
name changes, primary care physician change, health center
change, additions or deletions to family coverage, address
changes and State and Federal continuation election.

(c) A small employer carrier may require a report of an
eligible employee’s health status for the purpose of deter-
mining the applicability of a preexisting condition limitation
in accordance with the Act. The carrier shall require
eligible employees to complete the Health Status form
approved by the Board and specified in Exhibit S of the
Appendix to this chapter incorporated herein by reference.
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1. Beginning on September 11, 1994, such report may
be used only for the purpose of determining the applica-
bility of a preexisting condition limitation in accordance
with the Act.

Amended by R.1994 d.418, effective July 15, 1994.
See: 26 N.J.R. 2843(a), 26 N.J.R. 3442(b).

11:21-6.4 Waiver

Any eligible employee who declines coverage under the
small employer health benefits plan shall complete the
employee waiver form approved by the Board and specified
in Exhibit T of the Appendix to this chapter incorporated
herein by reference. The waiver form may be combined
with Exhibit Q, into a single form, at the option of the
carrier without modification of the content of either form,
except to reformat in any manner necessary to simplify
administration.

SUBCHAPTER 7. PROGRAM COMPLIANCE

Authority

N.J.S.A. 17B:27A-17 et seq., amended by P.L. 1993,
c.162, section 16 and N.J.S.A. 52:14B4(f).

Source and Effective Date

R.1993 d.644, effective November 12, 1993.
See: 25 N.J.R. 4437(a), 25 N.J.R. 5668(a).

11:21-7.1 Purpose and scope

This subchapter sets forth the standards all carriers must
meet in offering, issuing and renewing all health benefits
plans to any small employer, the small employer’s eligible
employees, and the dependents of those eligible employees
on or after January 1, 1994,

Amended by R.1994 d.499, effective September 2, 1994.
See: 26 N.J.R. 3421(a), 26 N.J.R. 4047(b).

11:21-7.2 Definitions

All words and terms used in this subchapter shall have the
meanings as set forth in the Act, NJ.A.C. 11:21-1.2 or as
further defined below, unless the context clearly indicates
otherwise.

“Affiliated company” means any corporation which is a
member of a controlled group of corporations; organization
under common control with the small employer; organiza-
tion which is included with the small employer in an affiliat-
ed service group; or other entity required to be aggregated
with the small employer, all in accordance with sections 414
and 1563 (without regard to sections 1563(a)(4) and
(e)(3)(c)), of the Internal Revenue Code of 1986, as amend-
ed.

“Health benefits plan” includes:
1. A standard health benefits plan;
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2. From September 11, 1994 until the third anniversa-
ry date following February 28, 1994, a non-standard
health benefits plan renewed, reinstated or continued in
accordance with N.J.A.C. 11:21-3A.3 or 11:21-3A4; and

3. From September 11, 1994 until the 12-month anni-
versary date which occurs on or before February 28, 1997,
a non-standard health benefits plan issued in accordance
with NJ.A.C. 11:21-3A5. :

“Non-standard health benefits plan” means only a health
benefits plan that was issued to cover one or more small
employers by or through a carrier, association, multiple
employer arrangement or out-of-State trust prior to January
1, 1994, and which was in effect on February 28, 1994.

“Standard health benefits plan” means a health benefits
plan promulgated by the SEH Board subject to the review

and approval of the Commissioner, whether or not modified -

by rider.

Amended by R.1994 d.499, effective September 2, 1994.
See: 26 N.J.R. 3421(a), 26 N.J.R. 4047(b).

11:21-7.3 Eligibility and issuance

(a) Except as may otherwise be provided in N.J.A.C.
11:21-3A.1 et seq. with respect to non-standard health
benefits plans, a small employer carrier shall issue a health
benefits plan to any small employer which requests it, pays
the premiums therefor and meets the contribution and
participation requirements, if any, of the small employer
carrier. All standard health benefits plans that are issued
or renewed on or after January 1, 1994, and all non-
standard health benefits plans that are renewed or issued in
accordance with N.J.A.C. 11:21-3A.3 or 11:21-3A.5, respec-
tively, on or after September 11, 1994, shall provide cover-
age for all eligible employees and their dependents who
elect to participate regardless of their health and without
exclusionary riders.

1. A small employer carrier shall not refuse to issue
coverage, or discriminate in the issuance of coverage, to a
small employer based upon the geographic location of the
small employer, except that small employer carriers that
are HMOs may refuse to issue coverage to a small
employer not physically located in the HMO’s service
area.

2. A small employer carrier shall not refuse to issue
coverage, or discriminate in the issuance of coverage, to a
small employer based upon the geographic location of the
employees of the small employer, except that:

i. The small employer carrier shall refuse to issue
coverage to a small employer if the majority of its
eligible employees are not employed within the State of
New Jersey; or
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ii. The small employer carrier may refuse to issue
coverage if the participating employees are not physi-
cally located within the small employer carrier’s service
area, if the small employer carrier is an HMO.

3. Every small employer carrier, except small employ-
er carriers that are HMOs, shall, as a condition of trans-
acting business in this State, actively offer to small em-
ployers the five standard health benefits plans, including
all riders it writes, except as such riders may be restricted
to specific standard health benefits plans. Small employ-
er carriers that are HMOs shall, as a condition of trans-
acting business in this State, actively offer to small em-
ployers every standard health benefits plan it writes,
including all riders it writes, except as such riders may be
restricted to specific standard health benefits plans.

4. A small employer carrier shall consider the number

of all eligible employees of all affiliated companies of a

small employer in determining whether an employer is a
small empl yer.

5. At the time of application, the determination of
whether an employer is a small employer shall be based
upon the small employer’s completed New Jersey Small
Employer Certification form.

i. If an employer qualified as a small employer in
the immediately preceding calendar quarter, the em-
ployer shall be considered a small employer regardless
of the status of the employer on the date of application
or the effective date of coverage.

ii. If an employer did not qualify as a small employ-
er in the immediately preceding calendar quarter, the
employer shall not be considered a small employer,
regardless of the status of the employer on the date of
application or the proposed effective date of coverage,
if any. ‘

(b) Except as otherwise provided in N.J.A.C. 11:21-3A.5
with respect to the issuance of non-standard health benefits
plans, a small employer carrier shall issue only standard
health benefits plans to an association, trust or multiple
employer arrangenient to provide coverage to member small
employers or to two or more eligible employees of a mem-
ber small employer.

1. No carrier shall issue a health benefits plan to any
association, trust or multiple employer arrangement which
bases membership criteria of any small employer or em-
ployee of the small employer, in whole or in part, upon
the health status or claims experience of the employer or
employee.

2. Every small employer member of an association,
trust or multiple employer arrangement shall be offered
coverage under every health benefits plan issued to the
association.
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(c) In determining an employer’s number of eligible em-
ployees, a small employer carrier shall consider in the
calculation the number of independent contractors that the
employer may include on its application for coverage to the
extent that each independent contractor:

1. Is performing a service for the employer pursuant
to a written contract for monetary or other legal consider-
ation;

2. Is working exclusively for the employer;

3. Works 25 or more hours per week for the employ-
. ern

4, Works on other than a temporary or substitute
basis; and

5. The independent contractor relationship has been
established to serve a substantial business need of the
employer and is not intended primarily to obtain insur-
ance coverage.

(d) Employees who enroll within 30 days of first becom-
ing eligible for coverage shall be accepted for coverage by
the small employer carrier without any restrictions or limita-
tions on coverage related to their risk characteristics or that
of their dependents, except that a small employer carrier
may exclude coverage for preexisting conditions consistent
with the provisions of N.J.A.C. 11:21-7.8.

(e) A small employer carrier may elect to provide cover-
age to a small employer’s part-time employees (that is,
working fewer than 25 hours per week), if the small employ-
er covered part-time employees under a health benefits plan
issued prior to January 1, 1994, when the carrier renews or
reinstates the plan in accordance with N.J.A.C. 11:21-3A.3
or 11:21-3A.4 and/or when the carrier converts the small
employer to a standard health benefits plan, provided that:

1. The small employer carrier shall offer to cover all
part-time employees of all such small employers so renew-
ing or reinstating such health benefits plans and/or con-
verting to standard health benefits plans, and, in the latter
case, shall do so without regard to the standard health
benefits plan to which a small employer converts.

2. Such covered employees shall not be considered in
determining whether an employer is a small employer, nor
for determining whether the small employer meets the
requisite participation requirements.

() A small employer carrier may elect to provide cover-
age to a small employer’s retired employees, if the small
employer’s retired employees were covered under a health
benefits plan issued prior to January 1, 1994, when the
carrier renews or reinstates the plan in accordance with
N.J.A.C. 11:21-3A.3 or 3A.4 and/or when the carrier con-
verts the small employer to a standard health benefits plan,
provided that:
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1. The small employer carrier shall offer to cover all
retired employees of all such employers so renewing or
reinstating such health benefits plans and/or converting to
standard health benefits plans, and, in the latter case,
shall do so without regard to the standard health benefits
plan to which a small employer converts; and

2. Such covered retired employees shall not be consid-
ered in determining whether an employer is a small
employer, nor for determining whether the small employ-
er meets the requisite participation requirements.

(g) A small employer carrier may elect to provide cover-
age to retired employees and/or part-time employees of an
employer that becomes a small employer subsequent to
January 1, 1994, if the employer covered retired and/or part-
time employees under a group health plan issued prior to
January 1, 1994, under a health benefits plan renewed or
reinstated by the carrier in accordance with N.J.A.C.
11:21-3A.3 or 3A.4, or a standard health benefits plan
issued to the small employer by the carrier, subject to the
requirements of (¢)1 and 2 and (f)1 and 2 above.

Amended by R.1994 d.499, effective September 2, 1994.
See: 26 N.J.R. 3421(a), 26 N.J.R. 4047(b).

11:21-7.4 Carriers acting as administrators for small
employers

(a) A small employer carrier may act as administrator for
a small employer’s self-funded plan and shall not be consid-
ered to be acting in circumvention of N.J.S.A. 17B:27A~-17
et seq. if the small employer’s self-funded plan meets the
definition of an employee welfare benefit plan at 29 U.S.C.
1002(1) and is not a multiple employer welfare arrange-
ment, in whole or in part, as defined at 29 U.S.C. 1002(40).

(b) A small employer carrier may act as administrator for
a self-funded plan for a group of small employers and shall
not be considered to be acting in circumvention of N.J.S.A.
17B:27A-17 et seq., if the group of small employers meets
the requirements of 29 U.S.C. 1002(40)(B), establishing the
criteria of what constitutes a control group single employer
for the purposes of the federal Employee Retirement In-
come Security Act.

Amended by R.1994 d.583, effective October 27, 1994.
See: 26 N.J.R. 4308(a), 26 N.J.R. 4629(a), 27 N.J.R. 1618(c).

11:21-7.5 Restrictions on replacement of health benefits
plans

(a) A small employer who purchases a standard health
benefits plan or rider pursuant to the Act shall not be
permitted to purchase a standard health benefits plan or
rider with a greater actuarial value until the first anniversary

. date of the small employer’s existing standard health bene-

fits plan.

(b) When a small employer replaces a standard health
benefits plan or rider with a standard health benefits plan or
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rider of greater actuarial value, the small employer shall not
be permitted to change the standard health benefits plan or
rider to one of less actuarial value until the anniversary date
of the small employer’s standard health benefits plan.

(c) A small employer who has purchased a standard
health benefits plan or rider pursuant to the Act may
purchase a standard health benefits plan or rider of lesser
actuarial value prior to the anniversary date of the existing
standard health benefits plan or rider, provided that the
existing standard health benefits plan or rider was purchased
at least 12 months prior to the latest anniversary date of the
standard health benefits plan or rider.

(d) In the event that the previous standard health bene-
fits plan of a small employer group was cancelled for
nonpayment of premiums or fraud, a small employer carrier
may:

1. Refuse to issue a standard health benefits plan to
the small employer group for one year from the last date
of coverage of the previous plan; or

2. Require the small employer group to pay up to six
months of premiums in advance of the issuance of a
standard health benefits plan.

Amended by R.1994 d.499, effective September 2, 1994.
See: 26 N.J.R. 3421(a), 26 N.J.R. 4047(b).

11:21-7.6 Participation requirements

(a) A small employer carrier shall require a minimum
participation under the small employer’s health benefits
plan of 75 percent of eligible employees except as set forth
in (b) below. This participation requirement shall be ap-
plied by the small employer carrier uniformly among all
health benefits plans and all small employers. An eligible
employee who is not covered under the small employer’s
health benefits plan because the employee is covered as a
dependent under a spouse’s health benefits plan, or is
covered under an indemnity plan or any HMO plan offered
by the small employer, shall be counted as covered under
the small employer’s health benefits plan for the purpose of
satisfying participation requirements.

(b) A small employer carrier may, upon approval by the
Board, require a minimum participation of less than 75
percent provided that the small employer carrier:

1. Notifies the Board in writing of its minimum re-
quirement;

2. Explains why the lesser requirement is reasonable;
and

3. Applies the requirement uniformly to all small em-
ployer health benefits plans and to all small employers.

(c) The Board shall notify the small employer carrier in
writing within 60 days of the small employer carrier’s filing
with the Board whether such request is approved.
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(d) The small employer carrier shall have a right of
appeal if the Board disapproves the small employer carrier’s
lesser participation requirements, in accordance with proce-
dures established by the Board in its Plan of Operation.

Amended by R.1994 d.499, effective September 2, 1994.
See: 26 N.J.R. 3421(a), 26 N.J.R. 4047(b).

11:21-7.7 = Contribution requii'ements

(a) A small employer carrier shall not require a minimum
small employer contribution of more than 10 percent of the

annual cost of the small employer’s health benefits plan..

This contribution requirement shall be applied by the small
employer carrier uniformly among all health benefits plans
and all small employers. ‘

(b) A small employer carrier may, upon approval of the
Board, require a minimum contribution of less than 10
percent provided that the small employer carrier:

1. Notifies the Board in writing of its contribution
requirement;

2. Explains why the lesser requirement is reasonable;
and

3. Applies the requirement uniformly to all small em-
ployer health benefits plans and to all small employers.

(¢) The Board shall notify the small employer carrier in
writing within 60 days of the small employer carrier’s filing
with the Board whether such request is approved.

(d) The small employer carrier shall have a right of
appeal if the Board disapproves the small employer carrier’s
lesser contribution requirements, in accordance with proce-
dures established by the Board in its Plan of Operation.

Amended by R.1994 d.499, effective September 2, 1994.
See: 26 N.J.R. 3421(a), 26 N.J.R. 4047(b).

11:21-7.8 Preexisting condition standards

(a) A health benefits plan covering five or fewer eligible
employees, as determined on the effective date of each
subsequent policy anniversary, shall not deny, exclude or
limit benefits, for a covered individual for losses incurred
more than 180 days following the effective date of the
individual’s coverage due to a preexisting condition. A
preexisting condition is an illness or injury which manifests
itself in the six months before a covered individual’s cover-
age under the health benefits plan becomes effective and for
which: the individual received medical care, treatment, or
took prescribed drugs; or, an ordinarily prudent person
would have sought medical advice, care or treatment in the
six months before the individual’s coverage starts. A preg-
nancy which exists on the date an individual’s coverage
becomes effective is also a preexisting condition.
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(b) A small employer carrier shall waive any time period
applicable to a preexisting condition limitation period for
the period of time an individual was covered under any
previous hospital and medical expense insurance policy or
certificate; or health, hospital or medical service corpora-
tion contract or certificate; or health maintenance organiza-
tion subscriber contract or certificate delivered or issued for
delivery in the United States, that provided benefits with
respect to such condition, provided that the qualifying previ-
ous coverage was continuous to a date not more than 90
days prior to the effective date of the new coverage. The
period of continuous coverage shall not include any waiting
period for the effective date of the new coverage applied
under the terms of the health benefits plan.

(c) The standards set forth in (a) above shall also apply
to a late enrollee under a health benefits plan, unless ten or
more late enrollees request enrollment during any 30 day
enrollment period.

Amended by R.1994 d.499, effective September 2, 1994.
See: 26 N.J.R. 3421(a), 26 N.J.R. 4047(b).

11:21-7.9 Effective date of coverage

(a) A small employer carrier, prior to issuing a health
benefits plan, may require the following:

1. A completed small employer standard application
form including the small employer certification form in
accordance with N.J.A.C. 11:21-6.1(a) and (b);

2. Complete employee enrollment material in accor-
dance with N.J.A.C. 11:21-6.3 and 6.4; and

3. An advance premium payment not to exceed one
month’s premium, except as provided in NJ.A.C.
11:21-7.5(d)2, which shall be refunded to the employer if
the health benefits plan is not issued by the small employ-
er carrier.

(b) A small employer carrier shall provide notice to the
employer within 15 working days of receipt by the small
employer carrier of the information set forth in (a) above
whether the small employer carrier approves or disapproves
the employer’s application for the health benefits plan, If
approved, the effective date of coverage under the health
benefits plan shall be no later than the first day of the
month following the date of notice of such approval by the
small employer carrier unless the small employer has re-
quested a later effective date which is agreed to by the small
employer carrier.

(c) At the option and upon the request of the small
employer, a waiting period may be applied by the small
employer carrier with respect to employees when they first
become eligible for coverage, not to exceed six months.
Waiting periods may be applied to these employees by class
of employee based upon conditions pertaining to employ-
ment.
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(d) A small employer carrier may offer an automatic
checking withdrawal option to small employer groups for
the monthly or quarterly payment of premiums. In the
event that a small employer carrier elects to offer an
automatic checking withdrawal option, the carrier shall offer
the same option to all small employer groups, regardless of
the size of the group or the type of health benefits plan.

(e) A small employer carrier may require that its small
employer groups make monthly or quarterly premium pay-
ments through an automatic checking withdrawal option.
In the event that a small employer carrier elects to require
that its small employer groups pay premiums through an
automatic checking withdrawal option, the small employer
carrier shall apply this requirement to every small employer
group, regardless of the size of the group or the type of
health benefits plan.

Amended by R.1994 d.499, effective September 2, 1994,
See: 26 N.J.R. 3421(a), 26 N.J.R. 4047(b).

11:21-7.10 Price quotes; disclosures

(a) A small employer carrier shall provide a price quote
to a small employer, directly or through an authorized
producer, within 10 working days of receiving a request for a
quote and such information as is reasonable and necessary
to provide the quote. A small employer carrier shall notify
a small employer, directly or through an authorized produc-
er, within five working days of receiving a request for a price
quote of any additional information needed by the small
employer carrier to provide the quote. '

(b) Each small employer carrier shall make reasonable
disclosure in price quotes provided to small employers of
the provisions concerning the smali employer carrier’s right
to change premiums and the criteria in the small employer
carrier’s rate filing which affect changes in premium rates.

11:21-7.11 Tie-ins

A small employer carrier shall not require, as a condition
to the offer or sale of a health benefits plan to a small
employer, that the small employer purchase or qualify for
any other insurance products or services.

11:21-7.12 Guaranteed renewal

(a) All health benefits plans that are issued or renewed
on or after January 1, 1994, must be guaranteed renewable
at the option of the small employer, except for the following
reasons:

1. Nonpayment of required premiums;

2. Fraud or misrepresentation with respect to cover-
age of eligible employees or dependents or status as a
small employer;

3. The number of employees covered under the health
benefits plan is less than the percentage of eligible em-
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ployees required by participation requirements under the
plan;

4, The small employer is no longer a small employer.
The determination as to the small employer’s status as a
small employer shall be made at the anniversary date of
the small employer’s health benefits plan, in accordance
with NJ.A.C. 11:21-7.3(a)5;

5. Noncompliance with a small employer carrier’s em-
ployer contribution requirements;

6. The number of employees covered under the health
benefits plan is less than two;

7. A small employer ceases its membership in an
association or trust of employers where the health bene-
fits plan was issued in connection with such membership;
or

8. The small employer carrier institutes a withdrawal
in accordance with N.J.S.A. 17B:27A-23e and rules pro-
mulgated thereunder by the Commissioner.

Amended by R.1994 d.499, effective September 2, 1994.
See: 26 N.J.R. 3421(a), 26 N.J.R. 4047(b).

11:21-7.13 Reporting requirements

(a) Effective January 1, 1995, a small employer carrier
shall file with the Board, annually no later than March 15,
the following information reported separately with respect
to standard and non-standard health benefits plans:

1. The number of small employers, covered employees
and dependent units that were issued health benefits
plans in the previous calendar year, separately as to newly
issued plans and renewals, and separately for standard
health benefits plans A, B, C, D, E, and HMO;

2. The number of health benefits plans in force by
three digit zip code and by two digit Major Group of the
Standard Industrial Classification as of December 31 of
the previous calendar year;

3. The number of health benefits plans that were '

voluntarily cancelled by small employers in the previous
calendar year;

4. The number of health benefits plans that were
cancelled or nonrenewed by the carrier in the previous
calendar year, and the reason for such cancellation or
nonrenewal; and

5. The number of small employers, covered employees
and dependents that were issued health benefits plans in
the previous calendar year that were uninsured for at least
the three months prior to issue.

(b) Effective on the fiscal quarter ending on September
30, 1994, a small employer carrier shall file with the Board,
quarterly no later than 45 days after the end of the fiscal
quarter, the following information reported separately with
respect to standard and non-standard health benefits plans:

5-15-95

1. The number of small employers, covered employees
and dependents that were issued health benefits plans in
the previous calendar quarter, reported separately as to
newly issued plans and renewals and separately for each
standard health benefits plan A, B, C, D, E, and HMO;

2. The total number of health benefits plans in force
at the end of the quarter, and the total number of
employees and dependents covered, reported separately
for each standard health benefits plan A, B, C, D, E, and
HMO;

3. The number of small employers, covered employees
and dependents that were issued health benefits plans in
the previous calendar quarter and were uninsured for at
least the three months prior to issue.

(c) Annual and quarterly reports shall be filed at the
address listed in N.J.A.C. 11:21-1.3.

Amended by R.1994 d.499, effective September 2, 1994.
See: 26 N.J.R. 3421(a), 26 N.J.R. 4047(b).

11:21-7.14 Paying benefits

(a) In paying benefits for covered services under the
terms of the small employer health benefits plans provided
by health care providers not subject to capitated or negotiat-
ed fee arrangements, small employer carriers shall pay
covered charges on a reasonable and customary standard
based on the Prevailing Healthcare Charges System profile
for New Jersey, incorporated herein by reference published
and available from the Health Insurance Association of
America, 1025 Connecticut Avenue, NW, Washington, D.C.
20036-3998.

1. The maximum allowable charge shall be based on
the 80th percentile of the profile.

2. Carriers shall use the profile effective as of July
1993, and shall update their databases within 60 days after
receipt of periodic updates released by the Prevailing
Healthcare Charges Systems.

11:21-7.15 Permissible rate classification factors

(a) For health benefits plans issued or renewed on or
after September 11, 1994, a carrier shall not differentiate
premium rates charged to different small employers for the
same health benefits plan except on the basis of age, gender,
and geography in accordance with the following restrictions:

1. Age factor categories shall be limited to the follow-
ing increments: 24 and under; 25-29; 30-34; 35-39;
40-44; 45-49; 50-54; 55-59; 60-64; 65-69; 70 and
over.

2. Geographic categories shall be limited to six territo-
ries, each consisting of the areas covered by the first three
digits of the U.S. Postal Service zip codes or the counties
listed below. A carrier shall determine which territory
applies to a small employer on the basis of the address of
the small employer’s principal place of business. The six
territories are the following:
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i. Territory A consists of zip codes 070-073 or
Essex, Hudson and Union counties;

ii. Territory B consists of zip codes 074-076 or
Bergen and Passaic counties;

iii. Territory C consists of zip codes 077-079 or
Monmouth, Morris, Sussex and Warren counties;

iv. Territory D consists of zip codes 088-089 or
Hunterdon, Middlesex and Somerset counties;

v. Territory E consists of zip codes 081, 085-086 or
Burlington, Camden, and Mercer counties; and

vi. Territory F consists of zip codes 080, 082-084,
and 087 or Atlantic, Cape May, Ocean, Salem, Cumber-
land and Gloucester counties.

(b) Notwithstanding (a) above, a carrier may differentiate
premium rates charged to different small employers for the
same standard health benefits plan, whether it be A, B, C,
D, E or HMO, on the basis of family structure according to
only the following four rating tiers:

1. Employee only;

2. Employee and spouse;

3. Employee and child(ren); and
4, Family.

New Rule, R.1994 d.418, effective July 15, 1994 (operative September
11, 1994).
See: 26 N.J.R. 2843(a), 26 N.J.R. 3442(b).

SUBCHAPTER 7A. (RESERVED)

Subchapter Historical Note

Subchapter 7A, formerly Continuation and Conversion of Existing
Contracts, was adopted as R.1993 d.644, effective November 12, 1993.
See: 25 N.J.R. 4437(a), 25 N.J.R. 5668(a). Subchapter 7A was re-
pealed by R.1994 d.499. effective September 2, 1994. See: 26 N.J.R.
3421(a), 26 N.J.R. 4047(b).

SUBCHAPTER 8. CARRIER CERTIFICATION OF
NON-MEMBER STATUS

. Authority
N.J.S.A. 17B:27A~17 et seq., as amended by 17B:27A-51.

Source and Effective Date

R.1994 d.228, effective April 11, 1994.
See: 26 N.J.R. 1588(a), 26 N.J.R. 1873(a).

11:21-8.1 Purpose and scope

(a) The purpose of this subchapter is to establish which
carriers or other entities are not members of the SEH
Program and how those carriers or entities may be certified
as non-members.
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(b) This subchapter applies to any carrier which files
Annual Statements with the Department evidencing premi-
um earned on group health insurance.

11:21-8.2 Definitions

Words and terms used in this subchapter shall have the
meanings set forth in the Act or N.J.A.C. 11:21-1.2, unless
otherwise defined below, or the context indicates otherwise.

“Group health benefits plan” means a hospital and medi-
cal expense insurance policy, a health service corporation
subscriber contract, a hospital service corporation subscriber
contract or a health maintenance organization enrollment
contract issued to a small employer. A group health bene-
fits plan includes, but is not limited to, a health benefits
plan. A group health benefits plan excludes the following
plans, policies, or contracts: accident only, credit, disability,
long-term care, coverage for Medicare services pursuant to a
contract with the United States government, Medicare sup-
plement, dental only or vision only, insurance issued as a
supplement to liability insurance, coverage arising out of a
workers compensation or similar law, automobile medical
payment insurance or personal injury protection coverage
issued pursuant to P.L. 1972, c.70 (N.J.S.A. 39:6A-1 et seq.)

“Small employer” means any person, firm, corporation,
partnership, or association actively engaged in business
which, on at least 50 percent of its working days during the
preceding calendar year quarter, employed no more than 49
eligible employees, the majority of whom are employed
within the State. In determining the number of eligible
employees, companies which are affiliated companies shall
be considered one employer.

11:21-8.3 Non-member status

(a) A carrier or other entity shall be a non-member of
the SEH Program for the calendar year for which it submits
a completed request for non-member certification if the
non-member certification is approved by the Board.

(b) A request for non-member certification shall state
that:

1. The carrier or entity neither issued nor had in force
a group health benefits plan covering New Jersey small
employers during the calendar year for which certification
is submitted;

2. The carrier:

i. Has issued only one group health insurance policy
in New Jersey;

ii. Issued the policy exclusively to the members of
an association, as defined and authorized by N.J.S.A.
17B:27-27, 28 or 29, or N.J.S.A. 17B:27-8;
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ili. Issued the policy on or before November 30,
1992;

iv. Issued the policy in the name of the association;
and :

v. Currently insures under the policy more than 49
certificateholders who are members of the association;
or

3. Other reasons which under law permit a carrier or
entity to be certified a non-member.

Amended by R.1994 d.583, effective October 27, 1994.
See: 26 N.J.R. 4308(a), 26 N.J.R. 4629(a), 27 N.J.R. 1618(c).

11:21-8.4 Non-member certification requests

(a) To be considered a non-member in any calendar year,
a carrier or entity shall file with the Board a completed
request for non-member certification no later than March 1
of the following calendar year, except that, to be considered
a non-member for calendar year 1993, a carrier or entity
shall file a completed request for non-member certification
no later than April 15, 1994. Such request shall be sent to
the SEH Program Administrator as specified at N.J.A.C.
11:21-1.3.

(b) All requests for non-member certification shall be
certified by a duly authorized officer of the carrier or other
entity and shall include an affirmative statement that the
carrier or entity had no group health benefits plan covering
New Jersey small employers in force during the calendar
year for which non-member status is requested, or shall set
forth the other reason(s) under law why the carrier or entity
qualifies as a non-member.

(c) A copy of such request also shall be filed by the
carrier or other entity with the Commissioner as follows:

Attn: SEH Annual Certification of Non-member
Status
Life/Health Actuarial Services
New Jersey Department of Insurance
CN 325
Trenton, NJ 08625-0325

11:21-8.5 Decisions on filings by the Board

The Board shall grant or deny requests for non-member
certification in writing, stating the reasons for the determi-
nation, after review of a carrier’s filing. A copy of such
decision shall be sent to the carrier or other entity and to
the Commissioner.

11:21-8.6 Review

(a) A carrier or other entity which has been denied non-
member certification may contest that determination by
filing an appeal with the Board no later than 20 calendar
days after receiving the written determination from the
Board.
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(b) The appeal shall specify the reasons why the Board’s
determination is inaccurate and shall include all documenta-
tion that supports or tends to support the carrier’s or entity’s
position. The carrier or entity also shall specify whether a
hearing is requested.

(c) Within 30 days of its receipt of a request for a
hearing, the Board shall determine whether bona fide issues
of material fact exist such that a hearing shall be conducted.
If bona fide factual issues do not exist, the Board shall
review the challenge itself and may delegate this review to
an appropriate Board committee to make a recommenda-
tion to the Board. If a hearing is appropriate, the Board
shall determine whether to hear the matter itself or refer it
to the Office of Administrative Law for a hearing in accor-
dance with the Administrative Procedure Act, N.J.S.A.
52:14B-1 et seq., and the Uniform Administrative Proce-
dure Rules, N.J.A.C. 1:1.

SUBCHAPTER 9. INFORMATIONAL RATE
FILING REQUIREMENTS PURSUANT TO
THE SMALL EMPLOYER HEALTH
BENEFITS PROGRAM

Authority
NJS.A. 17:1-8.1, 17:1C-6(e), 17B:27A-25f, and 17B:27A—-46.

Source and Effective Date

R.1994 d.25, effective December 9, 1993.
See: 25 N.J.R. 5757(a), 26 N.J.R. 245(a).

11:21-9.1 Purpose and scope

(a) The purpose of this subchapter is to establish infor-
mational rate filing requirements and procedures applicable
to health benefits plans, including riders or endorsements,
issued, renewed, reinstated or continued pursuant to the
Act.

(b) This subchapter applies to all carriers issuing, renew-
ing, reinstating or continuing health benefits plans to small
employers pursuant to the Act.

Amended by R.1994 d.580, effective November 21, 1994,
See: 26 N.J.R. 3118(a), 26 N.JL.R. 4620(a).

11:21-9.2 Definitions

Words and terms, when used in this subchapter, shall
have the meanings as defined at N.J.S.A. 17B:27A-17 or
NJ.A.C. 11:21-1.2 unless defined below or the context
clearly indicates otherwise.

“Classification factor” means a factor used to vary rates
based upon characteristics of the employee, employer or
policyholder. :
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“Health benefits plan” means any standard health bene-
fits plan or nonstandard health benefits plan including any
rider or endorsement thereto.

“Nonstandard health benefits plan” means a health bene-
fits plan issued prior to January 1, 1994, which was in effect
on February 28, 1994, and which has been reinstated, re-
newed or continued at the option of a small employer
pursuant to the requirements of the Act.

“Nonstandard rider” means a rider or endorsement devel-
oped by a carrier to be offered with one or more of the
standard health benefits plans.

“Plan” means a policy or contract form under which
policies, contracts or certificates are issued evidencing bene-
fits for expenses incurred or coverage of services rendered
when referring to a type of health benefits plan.

“Standard health benefits plan” means a health benefits
plan promulgated by the SEH Board subject to the review
and approval of the Commissioner.

“Standard rider” means a rider or endorsement promul-
gated by the SEH Board to be offered with one or more of
the standard health benefits plans.

Amended by R.1994 d.580, effective November 21, 1994.
See: 26 N.J.R. 3118(a), 26 N.J.R. 4620(a).

11:21-9.3 Informational rate filing requirements for
health benefits plans renewed between January
1, 1994 and January 1, 1997

(a) All carriers issuing policies, contracts or certificates
under standard health benefits plans, including any standard
or nonstandard rider option, on or before September 11,
1994, prior to issuing any policy, contract or certificate
under such plan, shall file with the Commissioner an infor-
mational rate filing which shall include the following data:

1. A schedule of premiums specifying the standard
health benefits plans offered, indicating the delivery sys-
tem for each plan, describing the benefit differentials for
the in-network and out-of-network benefits for selective
contracting arrangements and listing the premium rates to
be charged;

2. A description of the rating methodology or plan
and the numerical value of the classification factors uti-
lized in the calculation of a group’s premium rate or rates,
including but not limited to: age, gender, industry, geo-
graphic location, effective date, and rating categories (for
example, standard and substandard) resulting from under-
writing rules (for example, medical and non-medical);

3. A detailed actuarial memorandum setting forth the
assumptions and methods used in the development of the
rates, which shall include: '
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i. Recent claim cost experience, a description of the
source of the claim costs and the time period for which
the claim costs were calculated;

ii. The assumptions used in developing the antici-
pated loss experience, including trend, plan relativity
assumptions and the anticipated distribution of business
by rating classification described in (a)2 above and any
other factors used; and

ifi. If the policyholder will or may receive policy-
holder dividends other than the dividends required by
N.J.S.A. 17B:27A-25g(2), the carrier shall also submit
the following:

(1) The assumptions for claim adjudication and
payment expense, other administrative expenses,
commissions, premium taxes, federal income taxes,
risk margin, profit margin and any other margins
applicable to the filing;

(2) The assumptions for anticipated investment in-
come; and

(3) The assumptions and the carrier’s practices for
distributing anticipated divisible surplus including a
statement explaining how divisible surplus will be
determined and paid; and

4, A certification signed by a member of the Ameri-
can Academy of Actuaries attesting to the accuracy and
completeness of the information provided pursuant to
(a)l, 2 and 3 above and of the following information
which shall also be included:

i. A statement that the filing is complete;

ii. The issue period for which the filed rates are
effective, which shall not exceed 12 months;

ifi. The coverage period, if any, for which the rates
for a group are guaranteed,

iv. A statement of the anticipated incurred loss
_ ratio for each plan and deductible option which shall
not be less than 75 percent of the premium therefor;

v. For rates to be charged for policies, contracts or
certificates issued or renewed on and after January 1,
1994 through December 31, 1995, a statement that the
rating classification will not produce rates (for an indi-
vidual and for each family status) for the highest rated
group which are greater than 300 percent of rates (for
an individual and for each family status) produced for
the lowest rated group for each policy form (plan and
deductible); '

vi. For rates to be charged for policies, contracts or
certificates issued or renewed on or after January 1,
1996 through December 31, 1996, a statement that the
rating classification will not produce rates (for an indi-
vidual and for each family status) for the highest rated
group which are greater than 200 percent of rates (for
an individual and for each family status) produced for
the lowest rated group for each policy form (plan and
deductible option);
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vii. For rates to be charged for policies, contracts or
certificates issued or renewed on and after January 1,
1997, a statement that each policy form (plan and
deductible option) is community rated for each rating
tier (individual,” husband/wife, parent/child(ren) and
family).

viii. Whether the policies provide that the policy-
holder will or may receive policyholder dividends other
than - the dividends required by NJS.A.
17B:27A-25g(2); and

ix. A statement that the factors which will be used
to establish claim reserves are appropriate.

(b) All carriers issuing or renewing policies, contracts or
certificates under a standard health benefits plan, including
any standard or nonstandard rider option, after September
11, 1994, prior to issuing or renewing any policy, contract or
certificate under such plan, shall file with the Commissioner
an informational rate filing which shall include the data set
forth in (a) above, except that the classification factors
utilized in the calculation of a group’s premium rate or rates
pursuant to (a)4v and vi above shall be limited to age,
gender and geography in accordance with N.J.A.C.
11:21-7.15.

(c) All carriers renewing policies, contracts or certificates
under a nonstandard health benefits plan (or issuing poli-
cies, contracts or certificates under a nonstandard health
benefits plan through an association, multiple employer
_arrangement or out-of-State trust) after September 11, 1994,
prior to renewing (or issuing) any policy, contract or certifi-
cate under such plan, shall file with the Commissioner an
informational rate filing which shall include the data set
forth in (a) above, except that the classification factors
utilized in the calculation of a group’s premium rate or rates
pursuant to (a)4v and vi above shall be limited to age,
gender and geography in accordance with N.J.A.C.
11:21-7.15.

(d) Any carrier which seeks to change its rates for its
health benefits plans shall, prior to the effective date of the
revised rates, submit to the Commissioner an informational
filing which shall include all of the data set forth in (a)
above, except that any change in rates intended to occur
after September 11, 1994 shall be filed in compliance with
(b) or (c) above, as appropriate.

Amended by R.1994 d.580, effective November 21, 1994.
See: 26 N.J.R. 3118(a), 26 N.J.R. 4620(a).

11:21-9.4 Informational filing procedures

(a) Informational filings submitted pursuant to this sub-
chapter. shall be sent to the Department at the following
address:

Attention: SEH Informational Filings
Division of Life/Health Actuarial Services
New Jersey Department of Insurance

20 West State Street

CN 325

Trenton, NJ 08625-0325
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(b) If the Commissioner determines that an informational

filing submitted pursuant to this subchapter is incomplete,
the Commissioner shall provide written notice within 30
days to the carrier specifying those portions of the filing
which are deficient and the information required to be
submitted by the carrier. The notice shall specify whether
or not the informational filing is deemed to be in substantial
compliance with the requirements of N.J.A.C. 11:21-9.3. If
the Commissioner takes no action with respect to the infor-
mational filing within 30 days of the date of submission
thereof, the informational filing shall be deemed complete.

(c) If the informational filing is incomplete but in sub-
stantial compliance with the requirements of N.J.A.C.
11:21-9.3, the carrier shall, within 30 days of receipt of
written notice in (b) above, provide the Commissioner with
the information required to complete the filing. Failure on
the part of the carrier to comply with the provisions of this
subsection may result in the imposition of a penalty pursu-
ant to NJ.A.C. 11:21-9.6.

(d) If the informational filing is incomplete and not in
substantial compliance with the requirements of N.J.A.C.
11:21-9.3, the Commissioner shall provide written notice to
the carrier specifying the portions of the filing which are
deficient and the information required to be submitted by
the carrier. Upon receipt of notice from the Commissioner
that the filing for any health benefits plan is not in substan-
tial compliance, no contract, policy or certificate shall be
entered into or renewed using the submitted rates until the
Commissioner has determined that the informational filing
is in substantial compliance or complete, and has provided
written notice of that fact to the carrier. If the Commis-
sioner takes no action within 30 days of the carrier’s submis-
sion of information in an effort to render the filing in
substantial compliance, the filing shall be deemed to be in
substantial compliance.

(e) Any carrier aggrieved by a determination of the Com-
missioner pursuant to (b), (c) or (d) above may request a
hearing on the Commissioner’s determination, within 20
days of the receipt of notice of such determination, as
follows: '

. 1. A request for a hearing shall be in writing and shall
include:
i. The name, address, and daytime telephone num-
ber of a contact person familiar with the matter;
ii. A copy of the notice involved,;
iii. A statement requesting the hearing; and
iv. A concise statement specifying the reason(s) the

carrier is aggrieved by the Commissioner’s determina-
tion.

2. The hearing shall be conducted pursuant to the
Administrative Procedures Act, N.J.S.A. 52:14B-1 et seq.,
and the Uniform Administrative Procedures Rules,
NJ.AC. 1:1,

Amended by R.1994 d.580, effective November 21, 1994.
See: 26 N.J.R. 3118(a), 26 N.J.R. 4620(a).
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11:21-9.5 Public disclosure of filed information

(a) All data or information filed with the Department
pursuant to N.J.A.C. 11:21-9.3(a) are public records and
may be disclosed in accordance with N.J.S.A. 47:1A-1 et
seq., except that actuarial memoranda which contain confi-
dential and proprietary information pursuant to NJ.A.C.
11:21-9.3(a)3 shall not be disclosed by the Department to
any person other than employees and representatives of the
Department.

(b) A carrier shall separately identify in all informational
rate filings the confidential actuarial information from all
other information required by this regulation. If not so
identified, all information shall be considered public infor-
mation and subject to disclosure.

Amended by R.1994 d.580, effective November 21, 1994.
See: 26 NJ.R. 3118(a), 26 N.LR. 4620(a).

11:21-9.6 Penalties

Failure to comply with the provisions of this subchapter
may result in the imposition of fines or other penalties
provided by law, including suspension or revocation of a
carrier’s authority to do business in the State of New Jersey.

SUBCHAPTER 10. THE MARKET SHARE
REPORT

Authority
" N.JS.A. 17B:27A-17 et seq., as amended by 17B:27A-51.

Source and Effective Date

R.1994 d.228, effective April 11, 1994,
See: 26 N.JR. 1588(a), 26 N.L.R. 1873(a).

11:21-10.1 Scope and applicability

(a) This subchapter sets forth annual reporting require-
ments of market share data for the assessment of operation-
al and administrative expenses of the SEH Program.

(b) This subchapter shall apply to all carriers that are, or
become, members of the SEH Program for any portion of a
calendar year for which reports under this subchapter are
required to be filed, whether or not the carrier is a member
on the report filing due date.

11:21-10.2 Definitions

Words and terms used in this subchapter shall have the
meanings as set forth in the Act or the chapter, unless
otherwise defined below, or the context clearly indicates
* otherwise.
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“Group health benefits plan” means a hospital and medi-
cal expense insurance policy, a health service corporation
subscriber contract, a hospital service corporation subscriber
contract or a health maintenance organization enrollment
contract issued to a small employer. A group health bene-
fits plan includes, but is not limited to, a health benefits
plan. A group health benefits plan excludes the following
plans, policies, or contracts: accident only, credit, disability,
long-term care, coverage for Medicare services pursuant to a
contract with the United States government, Medicare sup-
plement, dental only or vision only, insurance issued as a
supplement to liability insurance, coverage arising out of a
workers compensation or similar law, automobile medical
payment insurance or personal injury protection coverage
issued pursuant to P.L. 1972, ¢.70 (N.J.S.A. 39:6A-1 et seq.)

“Small employer” means any person, firm, corporation,
partnership, or association actively engaged in business
which, on at least 50 percent of its working days during the
preceding calendar year quarter, employed no more than 49
eligible employees, the majority of whom are employed
within the State. In determining the number of eligible
employees, companies which are affiliated companies shall
be considered one employer.

11:21-10.3 Filing of the Market Share Report

(a) Every member of the SEH Program shall file the
Market Share Report set forth as Exhibit CC in the Appen-
dix to this chapter, incorporated herein by reference, on or
before April 15, 1994 and annually thereafter no later than
March 1. Every member shall complete Parts A, B, C, and
D of the Market Share Report.

1. Affiliated carriers shall submit a combined Market
Share Report, except as (a)2 below implies. The com-
bined Market Share Report shall be submitted under the
name of one of the affiliated carriers’ members.

2. Any insurance company, health service corporation,
hospital service corporation, or medical service corpora-
tion that is an affiliate of a health maintenance organiza-
tion located in the State, and any health maintenance
organization located in the State that is affiliated with an
insurance company, health service corporation, hospital
service corporation, or medical service corporation shall
submit separate Market Share Reports.

(b) Certified Market Share Reports shall be submitted by
mail or facsimile to the SEH Program Administrator, as set
forth at NJ.A.C. 11:21-2.

11:21-10.4 Net earned premium

(a) Every member’s net earned premium for the preced-
ing calendar year ending December 31 shall be set forth in
Part C of the Market Share Report.

1. Net earned premium set forth in Part C of the
Market Share Report shall include net earned premium
resulting from health benefits plans issued, continued or
renewed during the preceding calendar year for one or
more small employers.

2. Net earned premium reported in Part C of the
report form shall be based upon, if not the same as, the
data set forth in the member’s annual reports, as follows,
adjusted to meet the definition of group health benefits
plan, as necessary:

5-15-95



11:21-10.4

DEPT. OF INSURANCE

i. The NAIC Life and Health Blank (Blue), State
page 19, entitled “Accident and Health Insurance,”
Column 3 less Column 4, line 23 plus line 23.2 plus line
24.6;

ii. The NAIC Fire and Casualty Blank (Yellow),
State page 14 entitled “Exhibit of Premiums and Loss-
es,” Column 3 less Column 4, line 13 plus line 15.1
through line 15.6;

ili. The NAIC HMDI Blank (White), page 6, enti-
tled “Underwriting and Investment Exhibit,” Part 1,
line 5, Column 9 less (Column 2 minus Column 3), and
less reinsurance portions of (Column 5 minus Column
8);

iv. The New Jersey State HMO Annual Statement
(for 1992 and 1993, if elected), page 32 Report # 2,
Current Year Lines 1 plus 2 plus 4 plus 5; or

v. The NAIC HMO Blank (for 1993, if elected, and
1994 thereafter), page 4, Report # 2, Column 2, lines 1
plus 2 plus 3 plus 4.

11:21-10.5 Certification

All reports shall be certified as accurate, complete and
conforming with the requirements of this subchapter by the
Chief Financial Officer or other duly authorized officer of
the member.

11:21-10.6 Failure to comply

Failure to comply with the reporting provisions of this
subchapter shall result in the Board determining that the
premium set forth in the member’s most recent Annual
Statement filed with the Department is the premium based
upon which that member’s market share allocation of assess-
ments shall be calculated by the Board.

SUBCHAPTER 11. NONSTANDARD HEALTH
BENEFITS PLAN FILINGS WITH THE
COMMISSIONER: FORM FILINGS AND
REQUEST TO WITHDRAW PLAN FORMS

Authority
N.JS.A. 17:1-8.1, 17:1C-6(e), 17B:27A-17 et seq., P.L. 1994, c.11.

Source and Effective Date -

R.1994 d.580, effective November 21, 1994.
See: 26 N.J.R. 3118(a), 26 N.J.R. 4620(a).

11:21-11.1 Purpose and scope

(a) This subchapter defines those health benefits plans
that were in effect on December 31, 1993 which a carrier,
association, multiple employer arrangement or out-of-State
trust shall not withdraw with respect to small employer
policy or contractholders prior to February 28, 1997, without
the approval of the Commissioner in accordance with P.L.
1994, c.11, except as N.J.S.A. 17B:27A-23 may apply.
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(b) This subchapter defines those health benefits plans
which were in effect on December 31, 1993 and have been
or will be renewed, continued or reinstated that shall be
filed with the Commissioner for informational purposes in
accordance with P.L. 1994, c.11, § 3j.

(c) This subchapter establishes the procedures for making
a request to the Commissioner to withdraw a nonstandard
health benefits plan for reasons other than those specified at
N.JS.A. 17B:27A-23, and the standards for review and
approval of the request.

(d) This subchapter establishes the procedures for mak-
ing a complete informational filing of nonstandard health
benefits plans with the Commissioner, and the standards for
review of the filings submitted.

11:21-11.2 Definitions

Words and terms, when used in this subchapter, shall
have the meanings as set forth in the Act and N.J.A.C.
11:21-1.2, unless defined below or the context indicates
otherwise.

“Market” or “marketed” means to offer or have offered
or advertised as available a nonstandard health benefits plan
for initial purchase by small employers.

“Nonstandard health benefits plan” means a health bene-
fits plan policy or contract form under which policies or
contracts were issued on or before December 31, 1993 to
small employers or to one or more employees of a small
employer by virtue of the employment arrangement.

“Substantial threat to a carrier’s financial condition”
means that a carrier is in a hazardous financial condition as
specified in N.J.A.C. 11:2-27, or that a carrier is financially
impaired, meaning that a carrier, after the effective date of
this subchapter, is not insolvent, but is deemed by the
Commissioner to be potentially unable to fulfill its contrac-
tual obligations, or is placed under an order of receivership,
rehabilitation or conservation by a court of competent juris-
diction.

“Withdraw” or ‘“withdrawal” means a cancellation or
nonrenewal initiated by a carrier, association, multiple em-
ployer arrangement or out-of-State trust of all in force
policies, contracts or certificates issued under a nonstandard
health benefits plan.

11:21-11.3 Restricted withdrawal and marketing

(a) A carrier, association, multiple employer arrangement
or out-of-State trust shall not withdraw a nonstandard
health benefits plan before March 1, 1997 without prior
approval of the Commissioner if there was one or more
policies or contracts in force under that nonstandard health
benefits plan on December 31, 1993, and the nonstandard
health benefits plan was marketed to small employers as of
December 31, 1993, except as (b) below applies.
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(b) A carrier may withdraw a nonstandard health benefits
plan without obtaining prior approval pursuant to this sub-
chapter if the carrier is effecting withdrawing from the small
employer market in accordance with N.J.A.C. 11:21-16.

(c) A carrier shall not market a nonstandard health bene-
fits plan subject to (a) above except as (d) below applies.

(d) An association, multiple employer arrangement or
out-of-State trust shall not be required to market a nonstan-
dard health benefits plan subject to (a) above; however, an
association, multiple employer arrangement or out-of-State
trust that does market a nonstandard health benefits plan to
its members’ employees and dependents shall offer coverage
to all eligible employees and their dependents within the
membership of the association, multiple employer arrange-
ment or out-of-State trust, and in no instance shall actual or
expected health status be used in determining membership.

11:21-11.4 Request to withdraw nonstandard health
benefits plans

(a) A carrier may submit to the Commissioner a complet-
ed request to withdraw one or more nonstandard health
benefits plan(s) at any time except that a carrier shall not:

1. - Submit more than one request to withdraw at any
one time, but may amend its request to withdraw, if
necessary; ' or

2. Submit a request to withdraw while a request for
relief pursuant to N.J.A.C. 11:20-11 or 11:21-15 is pend-
ing.

(b) A carrier may submit a single filing to request with-
drawal of more than one nonstandard health benefits plan,
but shall clearly specify each nonstandard health benefits
plan for which a withdrawal is sought.

(c) A carrier shall submit five copies of each request to
withdraw in loose leaf form, inserted into two-ring or three-
ring binders, tabbed or otherwise indexed to correspond to
the exhibits set forth below; and shall include:

1. A cover letter stating:

i. The name of the carrier, and the name, title,
telephone number and telefax number of a contact
person familiar with the filing to whom the Department
may direct any additional questions;

ii. A clear specification of the nonstandard health
benefits plan(s) which the carrier is seeking to with-
draw, including the market name(s), form number(s),
and the date(s) the form filing was approved by the
Department, if any; and

iii. A statement of facts relied upon as the basis
under which the request is sought, including the specific
factor(s) upon which the Commissioner may find that
there is a substantial threat to the carrier’s financial
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condition, specifically using the criteria set forth in
N.J.A.C. 11:2-27.3(a)1 to 29;

2. A detailed explanation, with supporting documenta-
tion, of the projected effect that fulfillment of the obli-
gation not to withdraw the nonstandard health benefits
plan(s) prior to March 1, 1997 would have on the immedi-
ate and long term financial condition of the carrier unless
the request to withdraw is approved;

3. The most recent financial examination report,
whether conducted by the carrier’s state of domicile or
other state;

4. A statement addressing whether the carrier is plan-
ning to modify its method of doing business in any way,
including, but not limited to, new acquisitions or new
restructuring;

5. If the carrier is a member of a holding company
system:

i. A list of all members of the holding company
system;

ii. A list of all intercompany transactions for the
period beginning January 1 in the year of the filing to
the date of the quarterly statement immediately preced-
ing the date of the filing, in the format set forth in the
statutory annual statement filed by the carrier; and

iii. A copy of the registration statement filed pursu-
ant to 17:27A-3 and the carrier’s organizational chart;

6. An actuarial opinion attesting to the adequacy of
reserves specifically for all accident and health lines of
business, and for all lines of business which the carrier
transacts, in the format of and satisfying all requirements
for the actuarial opinion and memorandum required to be
submitted as a part of the annual statement filed by the
carrier (if the carrier is a health maintenance organiza-
tion, the carrier shall obtain and file an actuarial opinion
which complies with these requirements);

- 7. A report signed by the attesting actuary which

-includes, in summary form if necessary, all data utilized, a

complete explanation of methods and assumptions and
sufficient additional narrative to account for any features
of the data or circumstances necessary for proper inter-
pretation;

8. A copy of the annual statement of the carrier,
including all accompanying exhibits, filed with this State
immediately preceding the date of the request to with-
draw;

9. Copies of all quarterly statements for the period
beginning January 1 in the year of the filing to the
quarterly statement immediately preceding the date of the
filing;

10. Three-year financial projections beginning with
the calendar year of the date of the filing assuming both
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that the request to withdraw is granted and that it is
denied. The projections shall include the following:

i. In summary form if necessary, all data utilized,
and a complete explanation of methods and assump-
tions utilized and relied upon by the carrier in making
the projections;

ii. Resuits for the carrier’s operations worldwide by
line of business and for the carrier’s operations in New
Jersey only for health benefits plans issued, renewed,
continued or reinstated pursuant to N.J.S.A.
17B:27A-17 et seq.; -

ili. Assumptions that the rate of assessments for the
carrier in the three year projections shall be the same
as the assessments received by the carrier in the year in
which the request to withdraw is filed; and

iv. Projections of the carrier’s operating results con-
taining the information and in the format set forth in
the following:

(1) For life and health insurers, the balance sheet
and summary of operations exhibits of the statutory
annual statement filed by the carrier;

(2) For property and casualty insurers, the balance
sheet and Underwriting and Investment Exhibit of
the statutory annual statement filed by the carrier;

(3) For health service corporations, hospital ser-
vice corporations and medical service corporations,
the balance sheet and Underwriting and Investment
Exhibit of the statutory annual statement filed by the
_service corporation; and

" (4) For health maintenance organizations, the bal-
ance sheet and statement of revenue, expenses and
net worth of the annual statement filed by the health
maintenance organization.

11. A description of any relief from obligations im-
posed by this State or any other state granted or in effect
within the preceding 12 months, and the basis upon which
such relief was granted,;

12. A statement specifying the method (either cancel-
lation or nonrenewal) to be used for the withdrawal, with
a certification that the withdrawal shall comply with the
standards of N.J.A.C. 11:21-11.6; and

13. Any other information the Commissioner may
deem relevant to the consideration of the request.

(d) A carrier asserting that the Department’s review of its

request be evaluated on a specific basis (that is, pre-pooled,
post-pooled, consolidated, or unconsolidated), shall submit a
written statement which sets forth the specific reasons, with
supporting documentation, if any, for which it believes
evaluation on a specific basis is appropriate to that carrier,
and the specific reasons, with supporting documentation, if
any, for which evaluation on other bases would be inappro-
priate.
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(e) All requests to withdraw shall be accompanied by the
following certification signed by the chief financial officer of
the carrier: “I, (the signatory’s name), hereby certify that
the attached filing complies with all requirements set forth
in NJAC. 11:21-11.4 and that all of the information it
contains is true and accurate. I further certify that I am
authorized to execute this certification on behalf of (the
Company name).”

(f) All requests to withdraw shall be accompanied by a
non-refundable filing fee of $1,000, unless the carrier is in
rehabilitation or conservation at the time of filing pursuant
to N.J.S.A. 17B:32-31 et seq. or such similar law of the
carrier’s state of domicile, and the submission includes a
statement to that effect, and shall be filed with the Depart-
ment at the following address:

SEH Program

Request to Withdraw Nonstandard Plans
Division of Financial Solvency

New Jersey Department of Insurance
CN 325

Trenton, NJ 08625

(g) Carriers requesting to withdraw a nonstandard health
benefits plan shall concurrently provide notice of the re-
quest to the SEH Program at the address specified at
NJ.AC. 11:21-13.

11:21-11.5 Review and approval of a request to withdraw ‘

(a) The Department shall deny a request to withdraw if
the request fails to substantially comply with the filing
format and information requirements set forth in N.J.A.C.
11:21-114. The Department shall notify the carrier in
writing that its request to withdraw is deficient on such
grounds. The notice shall also set forth any information or
other action required to cure the deficiency(ies). If the
carrier intends to pursue its request to withdraw, the carrier
shall submit the additional information specified or other-
wise submit a filing in accordance with the format require-
ments specified in NJ.A.C. 11:21-11.4 within 15 days of
receipt of the Department’s notice of deficiency. Failure to
submit within 15 days the required information shall result
in the carrier’s request being denied without prejudice.

(b) When the Commissioner determines pursuant to (c)
below that the carrier is or would be placed in a financially
impaired condition because of the requirement to continue
servicing the nonstandard health benefits plan(s) specified in
the request to withdraw, the Commissioner shall notify the
carrier in writing that it may withdraw the specified nonstan-
dard health benefits plan(s), subject to the standards of
NJ.AC. 11:21-11.6. :

(c) The Commissioner shall find that there is a substan-
tial threat to a carrier’s financial condition if:
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1. The carrier has been placed in rehabilitation or
conservation pursuant to N.J.S.A. 17B:32-31 et seq., or
such similar law of the carrier’s state of domicile;

2. The Commissioner finds that the carrier is in a
hazardous financial condition, as determined pursuant to
NJ.A.C. 11:2-27; or

3. The Commissioner finds that a denial of the re-
quest to withdraw the specified nonstandard plan(s)
would place the carrier in a hazardous financial condition,
as determined pursuant to N.J.A.C. 11:2-27.

(d) If the Commissioner denies a carrier’s request to
withdraw made pursuant to the provisions of N.J.A.C.
11:21-11.4, the carrier may request a hearing on the Com-
missioner’s determination within seven days from the date
of receipt of such determination as follows:

1. The cover letter naming the carrier and describing
the request to withdraw;

2. The name, title, telephone number and telefax
number of a person familiar with the filing;

3. The most recent financial examination report;

4. The list of members of holding company systems
and intercompany transactions for the period preceding
the date of the filing;

5. The annual statement filed immediately preceding
the date of the filing; and

6. The non-refundable filing fee.

11:21-11.6 Standards for the process of withdrawal of a

nonstandard health benefits plan either by
cancellation or nonrenewal
(a) Carriers shall specify in their request to withdraw, as

L Arequest for a hearing shall be in writing and shall  required by N.J.A.C. 11:21-11.4(c)12, whether they shall
include: effect the withdrawal of the specified nonstandard health

i. The name, address, and daytime telephone num-
ber of a contact person familiar with the matter;

benefits plan(s), if the request is granted, through nonre-
newal or cancellation of the policies, contracts or certificates
issued under the nonstandard health benefits plan(s). A

fi. A copy of the Commissioner’s determination;  carrier shall effect its withdrawal through only one of the

iii. A statement requesting a hearing; and

iv. A statement describing in detail the basis for

two methods.

(b) Carriers may elect to withdraw by nonrenewing poli-

which the carrier believes that the Commissioner’s de-  cies, contracts or certificates at the time of the 12-month
nial is erroneous. anniversary date of each such policy, contract or certificate,

2. The Commissioner may, after receipt of a properly
completed request for a hearing, provide for an informal
conference between the carrier and such personnel of the
Department as the Commissioner may direct, to deter-
mine whether there are material issues of fact in dispute.

3. The Commissioner shall, within 30 days of a prop-
erly completed request for a hearing, determine whether
the matter constitutes a contested case, pursuant to the
Administrative Procedure Act, N.J.S.A. 52:14B-1 et seq.

i. In a matter which has been determined to be a
contested case, if the Commissioner finds that there are
no good-faith disputed issues of material fact and the
matter may be decided on the documents filed, the
Commissioner may notify the applicant in writing as to
the final disposition on the matter.

ii. If the Commissioner finds that the matter consti-
tutes a contested case, the Commissioner shall transmit
the matter to the Office of Administrative Law for a
hearing consistent with the Uniform Administrative
Procedure Rules, N.J.A.C. 1:1.

~ (e) All data or information contained in the request to
withdraw shall be confidential and shall not be subject to
public disclosure or copying pursuant to the “Right to
Know” law, N.J.S.A. 47:1A-1 et seq., except for the follow-
ing items which shall only be released upon written, speci-
fied request and following 10 days written notice by the
Department to the carrier:
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provided that:

1. Each policyholder, contractholder or certificate-
holder is given 60 days written notice prior to the date of
the nonrenewal;

2. The notice specifies the reasons for the nonrenewal
(that is, that withdrawal of the health benefits plan has
been approved by the Commissioner pursuant to this
subchapter);

3. The notice includes an offer to obtain coverage
under the standard health benefits plans issued by the
carrier if the policyholder, contractholder, or certificate-
holder is a small employer (unless the carrier has been
granted relief by the Commissioner pursuant to
17B:27A-26) or specifies that coverage may be available
under an individual health benefits plan if the policyhold-
er, contractholder or certificateholder is not a small em-
ployer;

4. The notice contains the name, address and tele-
phone number of the employee or agent of the carrier
who may be contacted for assistance and information
concerning the withdrawal;

5. Notice of the withdrawal is provided to the produc-
er of record for each policy, contract or certificate within
60 days of the date that the request to withdraw is
granted;

6. The withdrawal of the nonstandard health benefits
plan shall be completed within 14 months of the date that
the request to withdraw is granted; and

5-15-95



11:21-11.6

DEPT. OF INSURANCE

7. The nonstandard health benefits plan that is the
subject of the request to withdraw shall not be offered by
the carrier or through an association, multiple employer
arrangement or out-of-State trust to any new small em-
ployer from the date that the request to withdraw is
granted.

(¢) A carrier may elect to withdraw by cancelling the
policies, contracts or certificates issued under a nonstandard
health benefits plans, provided that:

1. Each policyholder, contractholder or certificate-
holder is given no less than 60 days written notice prior to
the date of the cancellation;

2. The notice specifies the reason for the cancellation;

3. The notice offers the opportunity to obtain cover-
age under the standard health benefits plans issued by the
carrier if the policyholder, contractholder or certificate-
holder is a small employer (unless the carrier has been
granted relief by the Commissioner pursuant to N.J.S.A.
17B:27A-26), or specifies that coverage may be available
under an individual health benefits plan if the policyhold-
er, contractholder or certificateholder is not a small em-
ployer;

4. The notice includes the name, address and tele-
phone number of the employee or agent of the carrier
who may be contacted for assistance and information
regarding the withdrawal;

5. Notice of the withdrawal is provided to the produc-
er of record for each policy, contract or certificate within
60 days of the date that the request to withdraw is
granted;

6. The date of cancellation shall be uniform for all
policyholders, contractholders and certificateholders un-
der a nonstandard health benefits plan;

7. The date of cancellation of each nonstandard
health benefits plan that is the subject of the request to
withdraw shall be no later than six months following the
date that the request to withdraw is granted; and

8. The nonstandard health benefits plan that is the
subject of the request to withdraw shall not be offered to
any new small employer by the carrier or through an
association, multiple employer arrangement or out-of-
State trust from the date that the request to withdraw is
granted.

(d) At the time of the filing of the request to withdraw, a
carrier shall specify which of the two methods it shall use,
and shall include in the filing the notice that it will provide
to its policyholders, contractholders, and certificateholders.

(e) At the time of the filing of the request to withdraw,
the carrier shall specify the number of policies, contracts
and certificates issued under each nonstandard health bene-
fits plan that is the subject of the request to withdraw, the
approximate number of lives covered under each such non-
standard health benefits plan, and the approximate number
of small employers covered under each such nonstandard
health benefits plan.
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11:21-11.7 Other policyholder rights unaffected

Nothing in this subchapter shall be construed to contra-
vene any rights of policyholders concerning cancellation
requirements or obligations set forth in a policy or contract
of a health benefits plan that is the subject of a request to
withdraw. :

11:21-11.8 Informational filing of nonstandard health
benefits plans

(a) A carrier shall submit a Certification of Prior Filing
and Compliance with P.L. 1994, c.11, as set forth in Part 3
of Exhibit BB of the Appendix to this chapter, incorporated
herein as part of this subchapter, for all nonstandard health
benefits plans continued, renewed or reinstated pursuant to
P.L. 1994, c.11, if the carrier has previously submitted the
nonstandard health benefits plans to the Commissioner for
filing and the nonstandard health benefits plans were so
filed.

(b) A carrier shall submit a Certification of Informational
Filing and Compliance with P.I.. 1994, c.11, as set forth in
Part 4 of Exhibit BB of the Appendix to this chapter,
incorporated herein as part of this subchapter, for all non-
standard health benefits plans continued, renewed or rein-
stated pursuant to P.L. 1994, c.11, if those nonstandard
health benefits plans were not previously submitted to the
Commissioner for filing.

(c) A separate certification shall be submitted for each
nonstandard health benefits plan no later than January 20,
1995 if any policy, contract or certificate under the nonstan-
dard health benefits plan was renewed in 1994 prior to
November 21, 1994, or no later than 30 days after the date
that the first policy, contract, or certificate under the non-
standard health benefits plan shall be first renewed after the
effective date of this subchapter, whichever date is earlier.

(d) A certification submitted pursuant to this section shall
not be filed by the Commissioner until it is complete.

1. The Commissioner shall notify a carrier when a
certification is determined by the Commissioner to be
deficient, specifying the reasons therefor in writing.

2. The Commissioner shall determine a certification
to be deficient if the certification in any way deviates from
the forms as set forth in the Appendix, fails to provide
answers to any of the questions contained therein, or the

form fails to be certified by a duly authorized officer of

the carrier. A certification shall continue to be consid-
ered deficient until the carrier submits information satis-
factory to the Department to render the certification
complete.
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3. A carrier shall submit the information necessary to
cure any deficiency(ies) or incompleteness specified with-
in 30 days of the date of the notice, or shall become
subject to fine.

(e) The completed certification shall include all amend-
ments necessary to bring the nonstandard health benefits
plan into compliance with N.J.S.A. 17B:27A-17 et seq. as
required by P.L. 1994, c.11. The amendments shall include
all necessary language changes, and shall clearly indicate
(for ease of reference) all additions and deletions in lan-
guage necessary for both the nonstandard health benefits
plan and any riders and endorsements which may have been
issued with or for the nonstandard health benefits plan.

11:21-11.9 Penalty and fines

(a) A carrier failing to obtain prior approval of a with-
drawal of a nonstandard health benefits plan in accordance
with this subchapter, or initiating a withdrawal of a nonstan-
dard health benefits plan that fails to conform with the
requirements of N.J.A.C. 11:21-11.6 shall be subject to
penalties and fines as follows:

1. The carrier shall offer to reinstate any and all
policyholders, contractholders and certificateholders un-
der each nonstandard health benefits plan, including any
riders or endorsements which may have attached thereto,
that is the subject of a violation under this subchapter;
and

2. The carrier shall incur and remain liable for, until
paid in full, a fine of $1,000 per each policyholder,
contractholder or certificateholder nonrenewed or can-
celled.

(b) A carrier failing to submit any completed certification
required by N.J.A.C. 11:21-11.8 shall be subject to payment
of a fine not less than $2,000 nor more than $5,000 per
violation.

(c) Carriers assessed penalties or fines may request a
hearing in accordance with N.J.A.C. 11:21-11.5(d).

SUBCHAPTERS 12 THROUGH 13. (RESERVED)

SUBCHAPTER 14. DECLARATION AND
APPROVAL OF REINSURING OR RISK-
ASSUMING CARRIER STATUS

Authority

N.JS.A. 17:1-8.1, 17:1C-6(e), 17B:27A~34 and 17B:27A—46.

2141

Source and Effective Date

R.1993 d.551, effective October 15, 1993.
See: 25 N.JL.R. 4572(a), 25 N.J.R. 5347(a).

11:21-14.1 Purpose and scope

This subchapter establishes the rules applicable to all
carriers requesting to operate as a risk-assuming and rein-
suring carrier under the Program, and sets forth the stan-
dards for approval of risk-assuming applications by the
Commissioner.

11:21-14.2 Definitions

(a) Words and terms defined at N.J.S.A. 17B:27A-17 and
NJ.A.C. 11:21-1.2, when used in this subchapter, shall have
the meanings as defined by the Act or for the chapter,
unless more specifically defined in (b) below or unless the
context clearly indicates otherwise.

(b) The following words and terms, when used in this
subchapter, shall have the following meanings unless the
context clearly indicates otherwise:

“Health maintenance organization” or “HMO” means a
company operating in accordance with N.J.S.A. 26:2J-1 et
seq.

“Health service corporation” is a company operating in
accordance with N.J.S.A. 17:48E-1 et seq.

“Hospital service corporation” is a company operating in
accordance with N.J.S.A. 17:48E~1 et seq.

“Insurer” means a company transacting the business of
health insurance as defined at N.J.S.A. 17B:17-4.

“Medical service corporation” is a company operating in
accordance with N.J.S.A. 17:48A-1 et seq.

“Permissive election” means that election which carriers
may make to be a risk-assuming carrier or reinsuring carrier,
notwithstanding any previous affirmative or deemed elec-
tion, pursuant to P.L. 1994, c.11, and as specified at
N.J.A.C. 11:21-14.4(b). The “permissive election period” is
that period which runs from July 15 through December 21,
1994.

“Reinsuring carrier” means a small employer carrier issu-
ing small employer health benefits plans on a guaranteed
issue basis that has elected pursuant to N.J.S.A. 17B:27A-34
or P.L. 1994, c.11, § 6 and this subchapter to be eligible for
reimbursement of losses it may incur under those small
employer health benefits plans as well as to be responsible
for payment of assessments for reimbursable losses incurred
by other reinsuring carriers.

“Relief” means a deferral of obligation granted pursuant
to N.J.S.A. 17B:27A-38 or a waiver of obligations granted in
accordance with N.J.S.A. 17B:27A-26.
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“Risk-assuming carrier” means a small employer carrier
issuing small employer health benefits plans that has elected
and been approved by the Commissioner pursuant to
N.J.S.A. 17B:27A-34 or P.L. 1994, c.11, § 6 and this sub-
chapter to cover risks on a guaranteed issue basis without
being subject to assessments for net reimbursable losses of
the SEH Program incurred by reinsuring carriers which total
the first four percent or less of the aggregate premiums
from health benefits plans issued by reinsuring carriers, and
is not eligible for reimbursement of any losses it may incur
under its small employer health benefits plans.

“Statutory election period” means the period of time
specified at N.J.S.A. 17B:27A-35b, or P.L. 1994, c.11, § 6
with respect to elections made pursuant thereto, for which
an election to be a reinsuring carrier is binding, The initial
“statutory election period” is that period in which carriers
made their election on or before October 4, 1993, or within
30 days following the date that the Board submitted its Plan
of Operation to the Commissioner, whichever date was
later, which election shall be effective for two years. The
secondary “statutory election period” is that period autho-
rized by P.L. 1994, c.11, § 6, in which carriers make their
permissive election which election shall be effective for two
years. Otherwise, the “statutory election period,” which
shall be binding for five years, is that period that shall be
applicable to any reinsuring carrier election made on or
after the initial or secondary statutory election period.

Amended by R.1994 d.580, effective November 21, 1994.
See: 26 N.J.R. 3118(a), 26 N.J.R. 4620(a).

11:21-14.3 General requirement

Each carrier, including each carrier among affiliated carri-
ers, which is or becomes a small employer carrier, shall
submit the information required by this subchapter indepen-
dently from -any other carrier. To the extent that any
carrier’s information is insufficient to meet the requirements
of this subchapter, the carrier may submit the required
information incorporating appropriate data from all of its
affiliated carriers, if any, and so indicated on the form(s)
submitted.

11:21-14.4 Declaration to be a reinsuring or risk-
assuming carrier

(a) Every small employer carrier shall file a declaration
with the Board and Commissioner on or before October 4,
1993 or within 30 days of the date that the Board files its
Plan of Operation with the Commissioner for review, which-
ever date is later, stating whether the small employer carrier
elects to operate as a risk-assuming carrier or a reinsuring
carrier for purposes of compliance with the Program.

1. For purposes of compliance with this declaration
deadline, the 30 day period shall begin to run from the
date set forth on the notice sent to carriers by the Board
of the submission of the Plan of Operation to the Com-
missioner, rather than the actual date of the Plan of
Operation’s submission, if the two dates are different.
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2. The notice shall be considered properly sent if the
Board sends it to the mailing address of the carrier which
the carrier has on file with the Board.

3. Any small employer carrier that fails to file a timely
declaration shall be deemed to have submitted a declara-
tion to be a reinsuring carrier on October 4, 1993 or the
30th day following the date that the Board submitted its
Plan of Operation to the Commissioner, whichever date is
later, for purposes of determining the statutory election
period for that carrier.

4. Any small employer carrier that is disapproved as a
risk-assuming carrier shall be deemed to have elected to
operate as a reinsuring carrier on October 4, 1993 or the
30th day following the date that the Board submitted its
Plan of Operation to the Commissioner, whichever date is
later, for purposes of determining the statutory election
period for that small employer carrier.

5. The statutory election period shall be deemed to
begin on January 1, 1994.

(b) A small employer carrier may make a permissive
election pursuant to this subsection, notwithstanding either
an affirmative or deemed filing by that carrier pursuant to
(a) above. A small employer carrier that makes a permis-
sive election pursuant to this subsection shall file a declara-
tion with the Board and the Commissioner on or before
December 21, 1994, stating whether the small employer
carrier elects to operate as a risk-assuming carrier or as a
reinsuring carrier for purposes of compliance with the Pro-
gram.

1. Any small employer carrier that is disapproved as a
risk-assuming carrier pursuant to its permissive election
shall be deemed to have elected to operate as a reinsuring
carrier as of the close of the permissive election period
under this subsection.

2. Any carrier that.is determined by the Department
to have been a small employer carrier as of the close of
the permissive election period under this subsection,
which was not a small employer carrier at the time that
the election pursuant to (a) above was required to be
made, and that has not made an election before the close
of the permissive election ‘period under this subsection,
shall be deemed to have elected to operate as a reinsuring
carrier as of the final date of the permissive election
period under this subsection.

. 3. A small employer carrier that has either affirma-
tively filed or has been deemed to have filed pursuant to
(a) above that fails to submit a separate filing during the
permissive election period, pursuant to this subsection,
shall continue to be considered by the Board and the
Commissioner to have filed pursuant to (a) above.

4. The statutory election period for any affirmative or
deemed permissive election shall be deemed to begin on
January 1, 1994, ‘
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(c) Every carrier that is not currently a small employer
carrier but determines to become one, shall file, at least 90
days prior to issuing any small employer health benefits
plans, a declaration with the Board and the Commissioner
stating whether the carrier elects to operate as a risk-
assuming carrier or as a reinsuring carrier for purposes of
compliance with the Program.

1. Any such carrier that fails to file a timely declara-
tion shall be deemed to have elected to operate as a
reinsuring carrier as of the date the carrier files policy
forms or certification of utilization of small employer
policy forms, as appropriate, with the Board and the
Commissioner.

2. Any such carrier that is disapproved as a risk-
assuming carrier shall be deecmed to have elected to
operate as a reinsuring carrier as of the date the carrier
elected to operate as a risk-assuming carrier.

3. In any calendar year in which a carrier elects to
operate, or is deemed to have elected to operate, as a
reinsuring carrier:

i.. If the date, or deemed date, of election is on or
before June 30 of that year, the statutory election
period shall be deemed to begin on January 1 of that
calendar year. :

ii. If the date, or deemed date, of election is on or
after July 1 of that year, the statutory election shall be
deemed to begin on January 1 of the immediately
succeeding calendar year. '

(d) A carrier operating as a reinsuring carrier which
elects to operate as a risk-assuming carrier effective upon
the expiration of the statutory election period applicable to
the reinsuring carrier shall file a declaration with the Board
and the Commissioner 90 days prior to the end of the
applicable statutory election period stating that the reinsur-

ing carrier elects to operate as a risk-assuming carrier for

purposes of compliance with the Program.

1. The election shall not be effective until the end of
the statutory election period.

2. The election shall not be effective until approved
by the Commissioner as provided in this subchapter,
except that all approved such risk-assuming elections shall
relate back to January 1, if approval occurs subsequent to
the end of the carrier’s reinsuring statutory election peri-
od.

3. A reinsuring carrier that does not file such an
election in a timely manner, or that is disapproved as a
risk-assuming carrier, shall remain a reinsuring carrier
through the end of the succeeding statutory election
period, commencing upon the expiration date of the then-
current statutory election period.

(e) Carriers electing to be reinsuring carriers shall com-
plete the “Reinsuring Carrier Declaration” form set forth in
Exhibit U, Part 1 of the Appendix to this chapter, incorpo-
rated herein by reference. Carriers electing to be risk-
assuming carriers shall complete the “Risk-Assuming Carri-
er Declaration” form set forth in Exhibit U, Part 2 of the
Appendix to this chapter, incorporated herein by reference.
Completed declaration forms shall be certified by the chief
financial officer or other duly authorized officer of the
carrier.

Amended by R.1994 d.55, effective December 30, 1993.
See: 26 N.J.R. 328(b), 26 N.J.R. 809(a).

Amended by R.1994 d.580, effective November 21, 1994.
See: 26 N.J.R. 3118(a), 26 N.J.R. 4620(a).

11:21-14.5 Application to be a risk-assuming carrier

(a) Every carrier filing a declaration electing to operate
as a risk-assuming carrier additionally shall submit to the
Commissioner an application to be a risk-assuming carrier
as set forth below in (b), (c), (d) and (e).

(b) Carriers shall file five copies of the declaration and
application with the Commissioner at the following address:

Attention: SEH Declaration/Approval
New Jersey Department of Insurance
Division of Financial Examinations

20 West State Street

CN-325

Trenton, New Jersey 086250325

(c) Every carrier filing for risk-assuming carrier status
shall complete in full the Risk-Assuming Application Form
set forth in Exhibit U, Part 3 of the Appendix to this
chapter, incorporated herein by reference.

1. Carriers shall complete section D, E, or F of the
Risk-Assuming Application Form, as is appropriate for
the type of carrier.

2. The completed Risk-Assuming Application Form
shall be certified by the chief financial officer, or other
duly authorized officer, of the carrier.

3. The Risk-Assuming Application Form shall be sup-
ported by an actuarial opinion that the carrier’s portfolio
is of good and sufficient value, liquidity and diversity to
assure the carrier’s ability to meet its outstanding obli-
gations as they mature. As an alternative, the carrier may
submit an actuarial opinion that complies with the Model
Actuarial Opinion and Memorandum Regulation adopted
by the National Association of Insurance Commissioners
(Volume IV, Page 822-1, available by calling (816)
374-7259). A carrier need not submit the actuarial mem-
orandum specified by the Model Actuarial Opinion and
Memorandum Regulation for purposes of this subchapter.

4. The Risk-Assuming Application Form shall be ac-
companied by a statement setting forth the carrier’s group
experience in New Jersey for the past three years, if any.
If a carrier or its affiliated carriers have no New Jersey
group experience, then the statement shall set forth the
national experience of the carrier and its affiliate(s). The
experience information shall include:
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i. The number of group contracts in force annually;

ii. The number of small employer group contracts
in force annually; :

iii. The respective lapse rates of all group contracts
and of small employer group contracts annually;

" iv. The respective net earned premium for group
contracts and for small employer group contracts annu-
ally;

11:21-14.6 Procedures for review of applications for risk-
assuming carrier status

(a) The time period for the Commissioner’s review of an
application for risk-assuming carrier status shall commence
upon the day a complete application is received by the
Commissioner.

(b) If the application is incomplete, the Department shall
so advise the carrier in writing not later than 30 days after
receipt of the application.

v. The respective incurred claims for group con-
tracts and for small employer group contracts annually;

vi. Assumptions used in developing the calculations
in (c)4i through v above, where estimations have been
made; and :

vii. Assumptions regarding similarities and dissimi-
larities between the marketplace upon which the fore-
going data is based and the current New Jersey small
employer group market.

5. In completing and certifying the Risk—~Assuming
Declaration Form and the Risk—Assuming Application
Form, the carrier agrees that, upon approval by the
Commissioner as a risk-assuming carrier:

i. It will not seek any reimbursement for any losses
that will be incurred with respect to small employer
health benefits plans as long as it retains its status as a
risk-assuming carrier;

ii. It is financially competent to accept any obli-
gation(s) required by the Act; and

iii. It does not intend to file an application for relief
of any kind from its obligations under the Act for a
period of one calendar year from the date that its
application is approved or deemed approved.

(d) Carriers that have previously sought and obtained
relief from their obligation(s) under the Act as a small
employer carrier shall demonstrate to the satisfaction of the
Commissioner that the carrier no longer has any need for
relief and has been operating in full compliance with the
Act, including the payment of all assessment amounts owed
and issuance of small employer health benefits plans on a
guaranteed issue basis, for a period of no less than 12
consecutive calendar months preceding the date of applica-
tion.

(e) A declaration filed with the SEH Board to be a risk-
assuming carrier shall not be effective until an application
for risk-assuming carrier status has been approved as provid-
ed in this subchapter.

Amended by R.1994 d.55, effective December 30, 1993.
See: 26 N.J.R. 328(b), 26 N.J.R. 809(a).

Amended by R.1994 d.580, effective November 21, 1994,
See: 26 N.J.R. 3118(a), 26 N.J.R. 4620(a).
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1. The application shall be deemed to be complete if

the carrier is not notified in writing that the application is
incomplete.

2. Notice to the carrier that the application is incom-
plete shall specify the missing item(s) or information.
The notice shall advise the carrier that the deficiency
must be cured within 30 days of receipt of notice, and that
failure to cure the deficiency within 30 days of receipt of
notice shall result in disapproval of the application. A
deficiency shall not be considered cured until all of the
missing items or information is received by the Depart-
ment from the carrier.

3. Receipt of the specified missing items or informa-
tion by the Department subsequent to the 30 day period
specified in (b)2 above shall be deemed to be a new
application and shall begin a new time period for review.
Whenever a carrier submits information or missing items
not specified by the Department in accordance with (b)2
above, it shall be deemed to be an amendment of the
submission to which the information or missing items are
to be attached, and shall begin a new time period for
review. '

(c) The Commissioner may approve an application for

risk-assuming carrier status if the carrier meets the stan-
dards set forth in NJ.A.C. 11:21-14.7.

1. The Commissioner shall notify the carrier of the
approval or any disapproval of its application in writing,
and shall contemporaneously send a copy of the notice to
the SEH Board.

2. Except as set forth in (b) above, an application
shall be deemed approved if not disapproved within 90
days of its receipt. '

3. Notice to the carrier that the application is disap-
proved shall be in writing and specify the reasons for
disapproval.

11:21-14.7 Standards for approval

(a) The Commissioner may approve an application for

risk-assuming status for a carrier that is an insurer if the
carrier meets the following standards:

1. The carrier is authorized or admitted to transact
the business of health insurance in this State;
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2. The carrier is not in a hazardous financial condition
as set forth in N.J.A.C. 11:2-27 and as may be amended
hereafter;

3. The carrier has at least the capital and surplus
currently required to commence business in this State,
unless a carrier has made application for a waiver of such
requirements pursuant to P.L. 1993, c¢.235 and N.J.A.C.
11:2-39 and such application has not been disapproved;
and

4. The carrier is qualified based on its history of
assuming and managing risk, and its experience in manag-
ing small employer group business.

(b) The Commissioner may approve an application for
risk-assuming carrier status for health service corporations,
hospital service corporations and medical service corpora-
tions if the carrier meets the following standards:

1. The carrier is authorized to transact business in this
State;

2. The carrier is not in a hazardous financial condition
as set forth in N.J.A.C. 11:2-27 and as may be amended
hereafter;

3. The carrier has either:

i. The surplus amounts required to be maintained
in accordance with N.J.S.A. 17:48-10 or N.JS.A.
17:48A-14, if the carrier is a hospital service corpora-
tion or a medical service corporation, respectively; or

ii. The amount required to be maintained in its
special contingent surplus account for its other activities
in accordance with N.J.S.A. 17:48E-17.1a and b, if the
carrier is a health service corporation; and

4, The carrier is qualified based on its history of
assuming and managing risk, and its experience in manag-
ing small group business.

(c) The Commissioner may approve an application for
risk-assuming carrier status for HMOs if the carrier meets
the following standards:

1. The carrier is authorized to transact business as an
HMO in this State;

2. The carrier is not in a hazardous financial condition
as set forth in N.J.A.C. 11:2-27 and as may be amended
hereafter;

3. The carrier has a statutory net worth as filed annu-
ally with the Department of at least $1 million; and

4. The carrier is qualified based on its history of
assuming and managing risk, and its experience in manag-
ing small group business.

(d) The Commissioner may solicit and consider com-
ments from the Board in determining any carrier’s applica-
tion to operate as a risk-assuming carrier.
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11:21-14.8 Hearings

(a) If the Commissioner disapproves an application for
risk-assuming carrier status made pursuant to this subchap-
ter, the carrier may request a hearing on the Commission-
er’s determination, but must do so within 20 days from the
date of receipt of notice of such determination.

(b) A request for a hearing shall be in writing and shall
include:

1. The name, address, and telephone number of a
contact person representing the carrier who is familiar
with the matter;

2. A copy of the notice of disapproval;
3. A statement requesting a hearing; and

4. A concise statement describing the basis for which
the carrier believes that the Commissioner’s findings of
fact are erroneous.

(c) Upon receipt of a properly completed request for a
hearing which sets forth good-faith, disputed issues of mate-
rial fact, the Commissioner shall transmit the matter to the
Office of Administrative Law for a hearing consistent with
the Uniform Administrative Procedure Rules, N.JA.C. 1:1.

SUBCHAPTER 15. RELIEF FROM OBLIGATIONS
IMPOSED UNDER THE SMALL EMPLOYER
HEALTH BENEFITS PROGRAM

Authority

NJ.S.A. 17:1-8, 17:1-8.1, 17:1C-6(e), 17B:27A-17
et seq. and P.L. 1993, c.162.

Source and Effective Date

R.1993 d.629, effective November 5, 1993.
See: 25 N.J.R. 4577(a), 25 N.J.R. 5692(a).

11:21-15.1 Purpose and scope

(a) This subchapter establishes the informational and
procedural requirements for members requesting relief from
obligations to pay assessments pursuant to N.J.S.A
17B:27A-38 or to offer coverage or accept applications to a
small employer, pursuant to N.J.S.A. 17B:27A-26.

(b) This subchapter applies to all members of the SEH
Program.

11:21-15.2 Definitions

(a) Words and terms defined at N.J.S.A. 17B:27A~17 and
N.J.A.C. 11:21-1, when used in this subchapter, shall have
the meanings as defined therein, unless more specifically
defined in (b) below or unless the context clearly indicates
otherwise.
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(b) The following words and terms, when used in this
subchapter, shall have the following meanings, unless the
context clearly indicates otherwise.

“Applicant” means the member secking a deferral of its
obligation to pay assessments or a waiver of its obligation to
offer coverage and accept applications pursuant to N.J.S.A.
17B:27A-17 et seq. :

“Financially impaired” means a member which, after
November 5, 1993, is not insolvent, but is deemed by the
Commissioner to be potentially unable to fulfill its contrac-
tual obligations, or a member which is placed under an
order of rehabilitation or conservation by a court of compe-
tent jurisdiction.

“Relief” means a deferral of obligations pursuant to
N.J.S.A. 17B:27A-38 or a waiver of cbligations pursuant to
N.J.S.A. 17B:27A-26, as applicable.

11:21-15.3 Application procedures and filing format

(a) Any member secking relief may submit such request
to the Department at any time, except that requests for
relief from payment of assessments pursuant to N.J.S.A.
17B:27A-38 shall be submitted to the Department no later
than 15 days following the due date of payment of the
assessment.

(b) All requests outlined in this subchapter shall be ac-
companied by a statement averring a need for relief from
the obligation(s), as the case may be, including supporting
documentation as set forth in N.J.A.C. 11:21-15.4, and shall
specify the statutory and regulatory basis for such relief. A
single filing may request relief from more than one obli-
gation, but shall specify each obligation from which relief is
sought.

(c) Each request shall be in loose leaf form inserted into
standard two-ring or three-ring binders tabbed or otherwise
-indexed to correspond to the exhibits set forth in N.J.A.C.
11:21-15.4. The loose leaf sheets used in the request shall
be eight and one-half inches wide and 11 inches long and
punched for two-ring or three-ring binders, as appropriate.

(d) All members requesting relief pursuant to this sub-
chapter shall submit five copies of each request in the
format set forth in (c) above.

(e) If a request fails to materially comply with the filing
format and information requirements set forth in N.J.A.C.
11:21-15.4 and this section, the Department shall notify the
member that its request for relief is deficient and is denied
on such grounds. The notice shall also set forth any
information or other action required to cure the deficien-
cy(s). If the member intends to pursue its request, the
member shall submit the additional information specified or
otherwise submit a filing in accordance with the format
requirements specified in this section within 15 days of
receipt of the Department’s notice of deficiency. Failure to
submit within 15 days the information necessary in the
proper format to cure the deficiency shall result in the
member’s request being denied.
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(f) All requests for relief or other information required
pursuant to this subchapter shall be filed with the Depart-
ment at the following address:

SEH Program

Request for Relief

New Jersey Department of Insurance
Division of Financial Solvency

20 West State Street

CN-325

Trenton, NJ 08625

11:21-154 Informational filing requirements

(a) When requesting relief from obligations pursuant to
NJ.S.A. 17B:27A-26b or 17B:27A-38, the applicant shall
provide with its request the following information in a clear,
concise and complete. manner:

1. A cover letter stating:
i, The name of the applicant;

ii. The form of relief and, if a deferral of less than
the full amount, specific amount/percentage of relief
which the applicant is requesting;

- iii. A statement of facts relied upon as the basis
under which relief is sought, including the specific
factor(s) upon which the Commissioner may find that
the member is or would be placed in a financially
impaired position as set forth in N.J.A.C. 11:2-27.3(a)1
to 29; and

iv. The name, title, telephone number and telefax
number of a contact person familiar with the filing to
whom the Department may direct any additional ques-
tions; :

2. A detailed explanation, with supporting documenta-
tion, of the projected effect that fulfillment of the obli-
gation would have on the immediate and long term
financial condition of the applicant unless relief is granted
as requested,;

3. The most recent financial examination report,
whether conducted by the applicant’s state of domicile or
other state;

4. A statement addressing whether the applicant is
planning to modify its method of doing business in any
way including, but not limited to, new acquisitions or new
restructuring;

5. If the applicant is a member of a holding company
system, the following shall be provided:

i. A list of all members of the holding company
system;
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ii. A list of all intercompany transactions for the
period beginning January 1 in the year of the filing to
the date of the quarterly statement immediately preced-
ing the date of the filing, in the format set forth in the
statutory annual statement filed by the applicant; and

ifi. A copy of the registration statement filed pursu-
ant to N.J.S.A, 17:27A-3 and the applicant’s organiza-
tional chart;

6. An actuarial opinion attesting to the adequacy of
reserves specifically for all accident and health lines of
business, and for all lines of business which the applicant
transacts, in the format of and satisfying all requirements
for the actuarial opinion and memorandum required to be
submitted as a part of the annual statement filed by the
applicant.

i. If the applicant is a health maintenance organiza-
tion, the applicant shall obtain and file an actuarial
opinion which complies with the requirements set forth
in (a)6 above;

7. A report signed by the attesting actuary referred in
(a)6 above, which includes, in summary form if necessary,
all data utilized, a complete explanation of methods and
assumptions and sufficient additional narrative to account
for any features of the data or circumstances necessary for
proper interpretation;

8. A copy of the annual statement of the applicant,
including all accompanying exhibits, filed with this State
immediately preceding the date of the relief filing;

9. Copies of all quarterly statements for the period
beginning January 1 in the year of the filing to the
quarterly statement immediately preceding the date of the
filing;

10. Three year financial projections beginning with
the calendar year of the date of the filing assuming relief
is granted and assuming relief is denied. The projections
shall include, in summary form if necessary, all data
utilized, and a complete explanation of methods and
assumptions utilized and relied upon by the applicant in
making the projections. The projections shall include
results for the applicant’s operations worldwide by line of
business and for the applicant’s operations in New Jersey
only for health benefits plans issued pursuant to N.J.S.A.
17B:27A-17 et seq. The projections shall assume the same
rate of assessment as in the first year for the subsequent
years, and shall include projections of the applicant’s
operating results containing the information and in the
format set forth in the following:

i. For life and health insurers, the balance sheet and
summary of operations exhibits of the statutory annual
statement filed by the insurer;

ii. For property and casualty insurers, the balance
sheet and Underwriting and Investment Exhibit of the
statutory annual statement filed by the insurer;
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iii. For health service corporations, hospital service
corporations and medical service corporations, the bal-
ance sheet and Underwriting and Investment Exhibit of
the statutory annual statement filed by the service
corporation; and

iv. For health maintenance organizations, the bal-
ance sheet and statement of revenue, expenses and net
worth of the annual statement filed by the health
maintenance organization;

11. A description of any relief from obligations im-
posed by this State or any other state granted or in effect
within the preceding 12 months, and the basis upon which
such relief was granted;

12. A non-refundable filing fee of $1,000, unless the
applicant is in rehabilitation or conservation at the time of
filing pursuant to N.J.S.A. 17B:32-31 et seq. or such
similar law of the applicant’s state of domicile; and

13. Any other information the Commissioner may
deem relevant to the consideration of the request.

(b) An applicant asserting that the Department’s review
of its request be evaluated on a particular basis (that is, pre-
pooled, post-pooled, consolidated or unconsolidated), shall
submit a written statement which sets forth the specific
reasons, with supporting documentation, if any, for which it
believes evaluation on a particular basis is appropriate to
that applicant, and the specific reasons, with supporting
documentation, if any, for which evaluation on other bases
would be inappropriate.

(c) All filings shall be accompanied by the following
certification signed by the chief financial officer of the
applicant: “I certify that the attached filing
complies with all requirements set forth in N.J.A.C.
11:21-15 and that all of the information it contains is true
and accurate. I further certify that I am authorized to
execute this certification on behalf of the applicant.”

11:21-15.5 Confidentiality of request for relief

(a) All data or information contained in the request for
relief filed pursuant to this subchapter shall be confidential
and shall not be subject to public disclosure or copying
pursuant to the “Right to Know” law, N.J.S.A. 47:1A-1 et
seq., except for the following items, but only upon written,
specified request and following 10 days written notice by the
Department to the member/applicant:

1. NJA.C. 11:21-15.4(a)1li and ii—cover letter with
name of applicant and describing relief sought;

2, NJ.A.C. 11:21-15.4(a)liv—name, title, telephone-
number and telefax number of person familiar with the
filing;

3. NJAC. 11:21-15.4(a)3—most recent financial ex-
amination report;
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4. N.J.A.C. 11:21-15.4(a)5i and ii—list of members of
holding company system and intercompany transactions
for period preceding date of filing;

5. NJAC. 11:21-15.4(a)8—annual statement filed
immediately preceding date of filing;

6. NJA.C. 11:21-15.4(a)12—non-refundable filing
fee; and

7. NJ.A.C. 11:21-15.4(a)13—additional information
required by the Commissioner to evaluate a particular
filing.

11:21-15.6 Disposition of request for relief

(a) When the Commissioner determines pursuant to
N.J.S.A. 17B:27A~26b or 17B:27A-38 as applicable, that the
member is or would be placed in a financially impaired
condition through fulfillment of a coverage or assessment
obligation or obligations, the Commissioner shall notify the
member that its duty to fulfill the applicable obligation shall
be waived, or deferred in whole or in part, as appropriate.
If the Commissioner defers in whole or in part a member’s
obligation to pay assessments pursuant to NJ.S.A.
17B:27A-38, the member shail remain liable to the SEH
Program for the amount deferred and shall be prohibited
from reinsuring any individuals or groups in the SEH Pro-
gram fif it fails to pay assessments.

(b) The Commissioner shall find that a member is or
would be financially impaired if:

1. The member has been placed in rehabilitation or
conservation pursuant to N.J.S.A. 17B:32-31 et seq. or
such similar law of the member’s state of domicile;

2. The Commissioner finds that the member is in a
hazardous financial condition, as determined pursuant to
N.J.A.C. 11:2-27; or

3. The Commissioner finds that fulfillment of the
obligation(s) from which relief is sought would place the
member in a hazardous financial condition, as determined
pursuant to N.J.A.C. 11:2-27.

(c) Any waiver or deferral from a particular obligation
granted by the Commissioner pursuant to this subchapter
shall be for a specified period as set forth in the notice
granting the request, but shall not exceed 12 months from
the date of the notice. Any member seeking to continue a
waiver or deferral shall file a separate request for relief in
accordance with this subchapter no later than 45 days prior
to the expiration of the waiver or deferral period set forth in
the original notification granting the request. Such a re-
quest shall also include a detailed explanation of all actions
the applicant has taken and intends to take to cure the
financial impairment. Failure to file a properly completed
request for relief within the time prescribed shall result in
the expiration of the waiver or deferral at the expiration of
the period set forth in the original notification granting the
request. Nothing herein shall be construed as limiting or
prohibiting any member from applying for relief at any time
in accordance with this subchapter.
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(d) If the Commissioner grants a request for a deferral of
payment of an assessment, the terms of the deferral shall
include the requirement that the member shall pay to the
Board an additional amount representing the loss to the
Board of the time value of the assessment for the period of
the deferral.

1. In calculating the additional amount to be paid, the

. member shall use the annual interest rate on one-year

U.S. Treasury bills as of the date the assessment was due
and payable.

2. In calculating the additional amount to be paid, the
period of deferral shall begin on the date that payment of
the assessment was due and payable and end on the date
of the amount deferred is paid to the Board.

3. The payment of the additional amount set forth in
(d) above shall be in lieu of payment by the member of
any interest or penalty on the amount deferred, which
otherwise may be required under any other rule.

4. The requirement to pay an additional amount as
provided in (d) above shall not apply when the reason for
granting the deferral is that the member is in rehabilita-
tion or conservation.

11:21-15.7 Hearings

(a) If the Commissioner denies a member’s request for
relief made pursuant to this subchapter, or if the member
objects to the terms of the relief granted, the member may
request a hearing on the Commissioner’s determination
within seven days from the date of rece:pt of such determi-
nation as follows:

1. A request for a hearing shall be in writing and shall
include:

i. The name, address, and daytime telephone num-
ber of a contact person familiar with the matter;

il. A copy of the Commissioner’s determination;
iii. A statement requesting a hearing; and

iv. A concise statement describing the basis for
which the member believes that the Commissioner’s
findings of fact are erroneous.

2. The Commissioner may, after receipt of a properly
completed request for a hearing, provide for an informal
conference between the member and such personnel of
the Department as the Commissioner may direct, to

determine whether there are material issues of fact in

dispute.

3. The Commissioner shall, within 30 days of a prop-
erly completed request for a hearing, determine whether
the matter constitutes a contested case, pursuant to the
Administrative Procedure Act, N.J.S.A. 52:14B-1 et seq.
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i. If the Commissioner finds that the matter consti-
tutes a contested case, the Commissioner shall transmit
the matter to the Office of Administrative Law for a
hearing consistent with the Uniform Administrative
Procedure Rules, N.J.A.C. 1:1.

ii. In a matter which has been determined to be a
contested case, if the Commissioner finds that there are
no good-faith disputed issues of material facts and the
matter may be decided on the documents filed, the
Commissioner may notify the applicant in writing as to
the final disposition of the matter.

11:21-15.8 Notice of the SEH Program

Members requesting relief pursuant to this - subchapter
shall concurrently provide notice of all such requests to the
SEH Program through the Interim Administrator or Admin-
istrator, as appropriate. Members shall also provide notice
to the SEH Program of all dispositions of such requests by
the Commissioner, within 15 days of such disposition.

11:21-15.9 Exceptions for health maintenance
organizations due to lack of capacity

(a) Any member HMO asserting that it is not required to
offer coverage or accept applications pursuant to the re-
quirements of the Act because it reasonably anticipates that
it will not have the capacity in its network of providers
within the service area to deliver service adequately to the
members of the additional small employer groups, pursuant
to N.J.S.A. 17B:27A-26a, shall file the following information
with the Commissioner:

1. A cover letter stating:
i. The name of the member HMO;

ii. A statement that the member is not required to
offer coverage or accept applications pursuant to the
Act because it anticipates that it will not have the
capacity in its network of providers within the service
.area to deliver service adequately to the members of
the additional small employer groups, and the basis for
that assertion, with supporting documentation, certified
by the president or duly authorized officer of the
member; and

iii. The number of the member’s current individual
and group members, listed by provider and classified by
the provider’s specialty, which shall be updated annual-
ly each year the member asserts a waiver pursuant to
N.J.S.A. 17B:27A-26a.

(b) The member shall concurrently file the information
required pursuant to (a) above with the SEH Program.
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11:21-15.10 Other actions by the Commissioner

" Nothing in this subchapter shall be construed as limiting
the Commissioner’s authority to take such action with re-
spect to insurers, health service corporations, medical ser-
vice corporations, hospital service corporations or health
maintenance organizations as may be authorized by law,
including, but not limited to, placing an insurer, health
service corporation, medical service corporation, hospital
service corporation or health maintenance organization in
rehabilitation, liquidation or conservation pursuant to
N.J.S.A. 17B:32-31 et seq.

11:21-15.11 Penalties

Failure to comply with this subchapter, including all no-
tice requirements set forth herein, may result in the denial
of relief requested and imposition of penalties as authorized
by law, including any actions that may be taken by the
Board pursuant to N.J.S.A. 17B:27A-17 et seq. and the
SEH Program Plan of Operation, including, but not limited
to, imposition of an interest penalty for assessments due
from the member and a recommendation by the Board to
remove the member’s authority to issue any health benefits
plans in this State.

SUBCHAPTER 16. WITHDRAWALS OF SMALL
EMPLOYER CARRIERS FROM THE SMALL
EMPLOYER HEALTH BENEFITS PLANS
MARKET

Authority
N.J.S.A. 17:1C-6(e) and 17B:27A-23.

Source and Effective Date

R.1994 d.26, effective December 9, 1993.
See: 25 N.J.R. 4859(a), 26 N.J.R. 247(a).

11:21-16.1 Purpose and scope

(a) The purpose of this subchapter is to establish the
requirements and procedures by which carriers may cease
doing business in the small employer market in this State.
The subchapter applies to all small employer carriers issuing
or renewing policies or contracts after November 30, 1992.
Pursuant to the provisions of N.J.S.A. 17B:27A-17 et seq.,
every policy or contract issued to a small employer in this
State shall be renewable with respect to all eligible employ-
ees or dependents at the option of the policy or contract
holder or small employer, except under the circumstances
prescribed by N.J.S.A. 17B:27A-23(a) through (g). One of
the circumstances delineated therein is where a carrier
ceases to do business in the small employer health benefits
plans market in New Jersey pursuant to N.J.S.A.
17B:27A-23e. - '

(b) This subchapter applies to all small employer carriers
as defined in this subchapter that seek to cease doing
business in the small employer market.
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11:21-16.2 Definitions

Words and terms, when used in this subchapter, shall
have the meanings set forth in the Act or at N.J.A.C.
11:21-1.3 unless defined below or unless the context clearly
indicates otherwise:

“Affiliate” or “affiliated company” means a carrier that
directly or indirectly through one or more intermediaries,
controls or is controlled by, or is under common control
with, the carrier that initiates a withdrawal.

“Cease doing business” for purposes of these rules means
withdraw or withdrawal.

“Nonstandard health benefits plan” means a health bene-
fits plan policy or contract form under which policies,
contracts or certificates were issued on or before December
31, 1993 to small employers or to one or more employees of
a small employer by virtue of the employment arrangement.

“State” means the State of New Jersey.

“Withdraw” or “withdrawal” means the cancellation on a
date certain or the termination on the anniversary date of
all in force nonstandard health benefits plans or small
employer health benefits plans, or both as appropriate,
issued to small employers without offering replacement with
a small employer health benefits plan (or a nonstandard
health benefits plan, if offered through an association, multi-
ple employer arrangement or out-of-State trust that contin-
ues to market its nonstandard health benefits plans pursuant
to P.L. 1994, c.11), except where such action is taken
pursuant to N.J.S.A. 17B:27A-23a through d, f and g or is
approved by the Commissioner in accordance with N.J.A.C.
11:21-11.

Amended by R.1994 d.580, effective November 21, 1994,
See: 26 N.LR. 3118(a), 26 N.J.R. 4620(a).

11:21-16.3 General provisions

(a) No small employer carrier shall cancel, nonrenew, or
terminate, except in accordance with N.J.S.A. 17B:27A-23a
through d, f and g, or refuse to issue any small employer
health benefits plan unless the small employer carrier with-
draws from the small employer market in New Jersey in
accordance with the provisions of this subchapter.

(b) No small employer carrier shall cancel, nonrenew, or
terminate any nonstandard health benefits plan prior to
February 28, 1997, except in accordance with N.J.S.A.
17B:27A-23a through d, f and g, or upon prior approval of
the Commissioner in accordance with N.J.A.C. 11:21-11,
unless the small employer carrier withdraws from the small
employer market in New Jersey in accordance with the
provisions of this subchapter.
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(c) Any small employer carrier which seeks to withdraw
from the small employer market in this State shall provide
the Commissioner with written notification of its intent to
withdraw not later than eight months prior to either the
cancellation of all of its in force policies or contracts on a
date certain or the termination on the anniversary date of
each in force policy or contract. The carrier shall choose
only one of these methods and shall specify in the notice
which method of withdrawal it chooses.

1. Until such time as the withdrawal shall be complet-
ed, the withdrawing carrier shall continue to be governed
by N.J.S.A. 17B:27A~17 et seq. and all rules promulgated
thereunder.

2. A withdrawing carrier shall cease issuing new poli-
cies no more than two months after filing a notice of
intent to withdraw with the Commissioner.

(d) The notice of withdrawal to the Commissioner shall
be sent to the attention of: SEH Withdrawal Notice, Divi-
sion of Financial Solvency, New Jersey Department of Insur-
ance, CN 325, Trenton, NJ 08625, and shall include an
original and two copies of the following information:

1. The carrier’s percentage market share in the small
employer market, if known, including its most recent
policy or contract count and annual amount of direct
premium earned and written;

2. A statement, describing with specificity, the reasons
- for which the carrier is withdrawing from the small em-
ployer market in this State;

3. A statement indicating whether the carrier has any
affiliates writing any health lines in this State, the names
of such affiliates and the lines of insurance written and a
statement indicating whether any such affiliates will con-
tinue to write small employer health benefits plans;

4, A statement indicating whether the carrier is with-
drawing from other lines of business in this State, and if
so, the lines from which it is withdrawing;

5. A statement specifying the date or dates upon
which the small employer health benefits plans and non-
standard health benefits plans, as applicable, shall be
terminated, specifying either:

i. The specific date upon which the carrier shall
cancel all in force policies or contracts; or

ii. The dates upon which all in force policies or
contracts shall be terminated, which shall be the anni-
versary dates of the policies or contracts of each policy-
holder;

6. The date upon which the carrier shall cease writing
any new nonstandard health benefits plans (if through an
association, multiple employer arrangement or out-of-
State trust) or small employer health benefits plans, as
applicable, which shall be no later than two months after
the date the carrier has filed its notice with the Commis-
sioner; and
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7. A copy of the form of notice required pursuant to
(f) below, which is to be mailed to each affected small
employer.

(e) The Commissioner shall review the notice of with-
drawal to determine whether it complies with (d) above and
whether sufficient notice will be provided to policyholders.
The Commissioner shall notify, in writing, the small employ-
er carrier of any deficiencies and the requirements which
are necessary to bring it into compliance with N.J.S.A.
17B:27A-23 and this subchapter.

1. A carrier which submitted a notice to the Commis-
sioner pursuant to N.J.S.A. 17B:27A-23¢ prior to Decem-
ber 9, 1993 shall file the information requested in (d)
above, no later than February 7, 1994.

i. Where the carrier complies with (e)1 above, the
carrier’s notice to the Commissioner shall relate back to
the date of the carrier’s original submission to the
Commissioner. Notwithstanding the date of notice to
the Commissioner, a carrier shall provide at least six
months written notice to a small employer that its
contract or policy shall be cancelled on a date certain
or terminated on the anniversary date.

ii. Where a carrier fails to file the supplemental
information as required by (e)l above, the date of
notice to the Commissioner shall be deemed to be the
date upon which the carrier has filed with the Depart-
ment all of the items set forth in (d) above. Dates for
all other notices required by this subchapter shall be
calculated from this new date.

2. A carrier which has submitted its notice of intent to
withdraw prior to December 9, 1993 shall comply with the
notice requirements set forth at (f), (g), (h) and (i) below,
to which all other carriers must similarly comply, unless
the Commissioner authorizes or specifies otherwise, to
prevent undue hardship to either the carrier, the policy-
holders, or both.

(f) Any small employer carrier which seeks to withdraw
from the small employer market shall, not later than two
months following the date of notification to the Commis-
sioner, nor less than six months in advance of the effective
date of the cancellation on a date certain or termination on
the anniversary date of the policy or contract, mail a notice
to every small employer insured by the carrier, informing
the small employer that the policy or contract will be
cancelled on a date certain or terminated on the anniversary
date. This initial notice to each small employer shall be
sent by certified mail and shall include the following infor-
mation:

1. The date upon which the policy or contract shall be
cancelled or terminated;

2. That the policy or contract is being cancelled or
terminated under the authority of N.J.S.A. 17B:27A-23(¢)
and this subchapter;

3. The name, address and telephone number of the
employee or agent of the carrier who may be contacted
for assistance and information regarding the withdrawal;
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4, A statement that the small employer may contact
its broker for additional information regarding the with-
drawal;

5. A notice that, on or after January 1, 1994, a list of
active small employer carriers and examples of their rates
may be obtained by writing to the New Jersey Depart-
ment of Insurance, Division of Public Affairs, CN 325,
Trenton, NJ 08625-0325, or by calling (609) 633-3955,
and requesting the Small Employer Health Benefits Plans
Comparison Guide; and

6. A statement that pursuant to N.J.S.A. 17B:27A~19,
all carriers offering small employer health benefits plans
must issue coverage to any small employer group which
requests coverage under a small employer health benefits
plan, meets the participation requirements of the carrier,
and pays the required premium for the coverage.

(g) A withdrawing small employer carrier shall provide at
least one copy of its notice of intent to cancel on a date
certain or termination on the anniversary of each policy or
contract, to the producer of record for each policy or
contract. The notice shall be sent by certified mail, no less
than six months prior to the effective date of withdrawal.

(h) Simultaneous with its notice to the Commissioner, a
withdrawing small employer carrier shall submit a notice to
the Board at the address specified at N.J.A.C. 11:21-1.2,
which:

1. Indicates that the carrier shall withdraw from the
State of New Jersey;

2. States whether the carrier shall either cancel all of
its in force policies or contracts on a date certain or shall
terminate its in force policies or contracts on their anni-
versary date; and

3. Sets forth the date or dates upon which (g)1 and 2
above shall occur.

(i) Following the initial notice to the small employer, a
small employer carrier shall submit subsequent notices to
the small employer of the cancellation on a date certain or
the termination on the anniversary date of the contract and
the date upon which the cancellation or termination shall
occur. Such notice shall be included with each monthly
premium bill or premium notice issued prior to the date of
cancellation or termination. Where no monthly premium
statement is transmitted, a small employer carrier shall
provide a small employer with no fewer than three notices,
which notices shall be sent at minimum on the sixth, third
and last month prior to the date of cancellation or termi-
nation.

Amended by R.1994 d.580, effective November 21, 1994,
See: 26 N.J.R. 3118(a), 26 N.J.R. 4620(a).

11:21-16.4 Restrictions on writings

(a) Any small employer carrier that ceases to do business
pursuant to this subchapter shall be prohibited from writing
new business in the New Jersey small employer market for a
period of five years from the date it provides notice to the
Commissioner of its planned withdrawal.
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(b) Any carrier which has withdrawn from the small
employer market in this State shall be prohibited from
issuing any small employer health benefits plans until it has
complied with N.J.A.C. 11:21-14, and has been approved or
deemed approved by the Commissioner, if appropriate, to
issue such policies.

(c) Any small employer carrier which withdraws from the
small employer market shall cancel on a date certain or
terminate on the anniversary date of all of its in force small
employer health benefits plans and nonstandard health ben-
efits plans in accordance with N.J.A.C. 11:21-16.3.

Amended by R.1994 d.580, effective November 21, 1994,
See: 26 N.J.R. 3118(a), 26 N.J.R. 4620(a).

11:21-16.5 Penalties

Failure to comply with the requirements of this subchap-
ter shall result in the imposition of penalties pursuant to
N.J.S.A. 17B:27A—43 and any and all other penalties provid-
ed by law.

11:21-16.6 Other policyholder rights unaffected

Nothing in this subchapter shall be construed to contra-
vene any rights of policyholders concerning cancellation
requirements or obligations set forth in a policy or contract
issued by a small employer carrier.

11:21-16.7 Revocation of a notice of intent to withdraw

(a) A carrier may revoke its notice of intent to withdraw,
filed with the Commissioner pursuant to N.J.A.C.
11:21-16.3, prior to the date that its withdrawal is complete,
by submitting a statement to the Department at the address
specified at N.J.A.C. 11:21-16.3(d) and to the Board at the
address specified at N.J.A.C. 11:21-1.2 revoking its notice of
intent to withdraw. The revocation shall be signed by a
duly authorized officer, and shall include the following:

1. A statement agreeing to reinstate any small em-
ployer that was cancelled, nonrenewed or terminated by
the carrier pursuant to the provisions of N.J.S.A.
17B:27A-23e and this subchapter;

2. A statement agreeing that all policies and contracts
under a nonstandard health benefits plans shall be
brought into compliance with the provisions of N.J.S.A.
17B:27A-17 et seq., as required by P.L. 1994, c.11, no
later than the first 12-month anniversary date of the
policy or contract occurring after September 11, 1994;

3. A statement agreeing that a carrier shall not issue
directly a nonstandard health benefits plan to a small
employer, and a statement agreeing that any nonstandard
health benefits plan which continues to be offered for
issue to small employers by or through an association,
mulitiple employer arrangement or out-of-State trust shall
be offered to all small employer members of the associa-
tion, multiple employer arrangement or out-of-State trust;
and
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4. A statement agreeing that the carrier shall comply
with the requirement to offer small employer health
benefits plans in accordance with the provisions of
N.J.S.A. 17B:27A-17 et seq.

New Rule, R.1994 d.580, effective November 21, 1994,
See: 26 N.J.R. 3118(a), 26 N.J.R. 4620(a).

SUBCHAPTER 17. FAIR MARKETING
STANDARDS

Authority

N.J.S.A. 17B:27A-17 et seq., amended by P.L. 1993,
¢.162, section 16 and N.J.S.A. 52:14B—4(f).

Source and Effective Date

R.1993 d.644, effective November 12, 1993.
See: 25 N.J.R. 4437(a), 25 N.J.R. 5668(a).

11:21-17.1 Plan identification and marketing materials

(a) Each small employer carrier which issues marketing
and/or promotional materials in conjunction with the health
benefits plans may attach its own name or identification to
each of the plans, but shall also identify each of those health
benefits plans by the alphabetical designation (A, B, C, D,
E, HMO) assigned to it in N.J.A.C. 11:21-3.1. The alpha-
betical designation shall be clearly identified in the designa-
tion of each of the small employer carrier’s health benefits
plans.

(b) All terms, definitions, and text used in the small
employer carrier’s marketing and/or promotional material
shall be consistent with the Act and this chapter.

(c) Small employer carriers shall not disseminate market-
ing and/or promotional material specific to the health bene-
fits plans defined at N.J.A.C. 11:21-3 to policyholders or
small employers until N.J.A.C. 11:21-3 is effective pursuant
to the requirements of P.L. 1993, c.162, Section 16.

11:21-17.2 Retention of marketing and promotional
materials

Small employer carriers shall maintain a complete file of
all marketing and promotional materia! specific to the
health benefits plans, which it disseminates to consumers,
producers, or otherwise publicly disseminates. Small em-
ployer carriers shall retain each piece of promotional and
marketing materials for a period of three calendar years
from the last date the material is publicly disseminated,
which shall be deemed its complete file for the purposes of
this subchapter. Upon written request of the Board, a small
employer carrier shall, within three business days, make
available for inspection its complete file of marketing and
promotional material to the Board.
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11:21-17.3 Certification

(a) Each small employer carrier disseminating marketing
and promotional material shall certify that its marketing and
promotional material conforms with the requirements of this
subchapter. The certification, set forth in Part 2 of Exhibit
BB of the Appendix, incorporated herein by reference, shall
be signed by a duly authorized officer of the small employer
carrier. Each small employer carrier shall file its initial
certification with the Board no later than the first day upon
which the small employer disseminates promotional or mar-
keting materials for the health benefits plans to consumers,
producers or the public in general, or by February 15, 1994,
whichever date is later.

(b) Small employer carriers shall continue to file a certifi-
cation as required in (a) above on an annual basis following
the filing of its initial certification.

Amended by R.1994 d.153, effective February 28, 1994,
See: 26 N.J.R. 741(a), 26 N.J.R. 1352(a).

11:21-17.4

Small employer carriers shall set forth in their promotion-
al and/or marketing materials that a Small Employer Health
Benefits Buyers’ Guide is available and can be obtained
upon request, free of charge, by a small employer from the
small employer carrier. Small employer carriers shall pro-
vide or mail a Buyers’ Guide to small employers within
three business days of request. A small employer carrier
may arrange for delivery or distribution of the Buyers’
Guide through its licensed agents or brokers.

Buyers’ Guide

11:21-17.5 Producer contracts

(a) A small employer carrier may select those insurance
producers, as defined by N.J.S.A. 17:22A-2j, with whom it
chooses to contract. No small employer carrier shall termi-
nate or refuse to renew the contract of its insurance produc-
ers because of the health status, claims experience, occupa-
tion or geographic location of the small employer groups
placed by the insurance producer with the small employer
carrier.

(b) No small employer carrier shall, directly or indirectly,
enter into any contract, agreement or arrangement with an
insurance producer that provides for or results in any con-
sideration provided to an insurance producer for the issu-
ance or renewal of a small employer health benefits plan
that varies on account of the health status, claims experi-
ence, industry, occupation or geographic location of a small
employer covered by a small employer health benefits plan.

SUBCHAPTER 18. PETITIONS FOR RULES

Authority

N.J.S.A. 17B:27A-17 et seq., amended by P.L. 1993,
¢.162, section 16 and N.J.S.A. 52:14B-4(f).
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Source and Effective Date
R.1993 d.644, effective November 12, 1993.
See: 25 N.J.R. 4437(a), 25 N.J.R. 5668(a).

11:21-18.1 Scope

This subchapter shall apply to all petitions made by
interested persons for the promulgation, amendment or
repeal of any rule by the Board, pursuant to N.JS.A.
52:14B—4(f).

11:21-18.2 Procedure for petitioner

(a) Any person who wishes to petition the Board to
promulgate, amend or repeal a rule shall submit to the
Board, in writing, the following information:

1. Name and address of the petitioner;

2. The substance or nature of the rulemaking which is
requested;

3. The reasons for the request and the petitioner’s
interest in the request; and

4. References to the authority of the Board to take
the requested action.

(b) Within 30 days of its receipt of a petition for rule-
making, the Board shall review the same to ascertain if the
submission complies with the requirements of (a) above and,
in the event that the Board determines that the submission
is not in substantial compliance with (a) above, the Board
shall notify the petitioner of such noncompliance and of the
particular deficiency or deficiencies in the submission on
which the decision of the Board was based. The Board
shall also advise the petitioner that any deficiencies may be
corrected and the petition may be resubmitted for further
consideration.

(c) Any document submitted to the Board which is not in
substantial compliance with (a) above shall not be deemed
to be a petition for a rule requiring further Board action
pursuant to N.J.S.A. 52:14B-4(f).

' 11:21-183 Procedure of the Board

(a) Upon receipt of a petition in compliance with
NJ.A.C. 11:21-18.2 the Board shall file a notice of petition
with the Office of Administrative Law for publication in the
New Jersey Register. The notice shall include:

1. The name of the petitioner;

2. The substance or nature of the rulemaking action
which is requested;
3. The problem or purpose which is the subject of the
request; and
4. The date the petition was received.
(b) Within 30 days of receiving a petition in compliance
with NJ.A.C. 11:21-18.2, the Board shall mail to the peti-
tioner, and file with the Office of Administrative Law for

publication in the New Jersey Register, a notice of action on
the petition which shall include:

1. The name of the petitioner;
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2. The New Jersey Register citation for the notice of
petition, if that notice appeared in a prewous New Jersey
Register;

3. Certification by the Board that the petition was
duly considered pursuant to law;

4. The nature or substance of the Board’s action upon
the petition; and

5. A brief statement of reasons for the Board’s action.
(c). Board’s action on a petition may include:
1. Denying the petition;

2. Filing a notice of proposed rule or a notice of pre-
proposal for a rule with the Office of Administrative Law;
or

3. Referring the matter for further deliberations, the
nature of which shall be specified and which shall con-
clude upon a specified date. The results of these further
deliberations shall be mailed to petitioner and submitted
to the Office of Administrative Law for publication in the
New Jersey Register.

APPENDIX

EXHIBIT A
PLAN A

[Carrier]

SMALL GROUP HEALTH BENEFITS BASIC POLICY
POLICYHOLDER: [ABC Company]

GROUP POLICY NUMBER |

[G-12345] _

GOVERNING JURISDICTION

NEW JERSEY

EFFECTIVE DATE OF POLICY

[January 1, 1994]

POLICY ANNIVERSARIES: [January 1st of each year,
beginning in 1995.]

PREMIUM DUE DATES: [Effective Date, and the first day
of the month beginning with February, 1994.]

AFFILIATED COMPANIES: [DEF Company]

[Carrier] in consideration of the application for this Policy
and of the payment of premiums as stated herein, agrees to
pay benefits in accordance with and subject to the terms of
this Policy. This Policy is delivered in the jurisdiction
specified above and is governed by the laws thereof.

The provisions set forth on the following pages constitute
this Policy.
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The Effective Date is specified above.

This Policy takes effect on the Effective Date, if it is duly
attested below. It continues as long as the required premi-
ums are paid, unless it ends as described in the General
Provisions section.

"/

[Secretary
President]
[Dividends are apportioned each year.]
POLICY INDEX
SECTION PAGE(S)

Schedule of Insurance and Premium Rates ............
General Provisions ..............ccooiiiiiiiiiiia,
Claims Provisions ...........ccovevevierrninnnenennnns
Planholders ........coiiiiiiiriiiiiii ittt
Definitions .......ccoviiiiiiiii ittt

Employee COVErage ........c.ovviiuienneennneennenns
Dependent Coverage ...........coovviiiiiiiiinnnennns
Preferred Provider Organization Provisions ............
Point of Service Provisions ..........................

Health Benefits Insurance .................coviven..
Utilization Review Features .................coovvune.

- Alternate Treatment Features ........................

Centers of Excellence Features .......................
Exclusions .........ccoeiiiiiiiiiiiiiiiii i
Continuation Rights ..........................oo.l
Conversion Rights for Divorced Spouses ..............
Effect of Interaction with a Health Maintenance Organiza-
tionPlan ........ ..o
Coordination of Benefits ......................... ...
Benefits for Automobile Related Injuries ..............
Medicare as Secondary Payor ........................
Right to Recovery—Third Party Liability ..............
Statement of ERISA Rights .........................
Claims Procedures ............cooiviiiiiinnneennnn

SCHEDULE OF INSURANCE AND PREMIUM

RATES PLAN A

This Policy’s classification, and the insurance coverages
and amounts which apply to each class are shown below:

CLASS
[All eligible employees]
EMPLOYEE AND DEPENDENT HEALTH BENEFITS

Calendar Year Cash Deductible:

® for Hospital Confinement None (Note: See Hos-

pital Confinement Co-

Payment)
® for Preventive Care None
® for All Other Charges
—per Covered Person $250
—per Covered Family $500. Note: Must be .
individually satisfied N J
by 2 separate Covered “
Persons
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Medicare Alternate Deductible

For a Covered Person who is eligible for Medicare by
reason of a disability, but is not insured by both Parts A and
B, the Medicare Alternate Deductible is equal to the Cash
Deductible plus what Parts A and B of Medicare would
have paid had the Covered Person been so insured.

After the 18 month period described in Medicare as
Secondary Payor, ends with respect to a Covered Person
who is eligible for Medicare solely on the basis of End Stage
Renal Disease, but is not insured by both Parts A and B, the
Medicare Alternate Deductible is equal to the Cash Deduct-
ible plus what Parts A and B of Medicare would have paid
had the Covered Person been so insured.

Hospital Confinement Co-Payment

—per day $250
—maximum Co-Payment per Peri-

od of Confinement $1,250
—maximum Co-Payment per Cov-

ered Person per Calendar Year $2,500

Co-Insurance

Co-Insurance is the percentage of a Covered Charge that
must be paid by a Covered Person. However, [Carrier] will
waive the Co-Insurance requirement once the Co-Insurance
Cap has been reached. This Policy’s Co-Insurance, as
shown below, does not include penalties incurred under this
Policy’s Utilization Review provisions, or any other Non-
Covered Charge.

The Co-Insurance for this Policy is as follows:

o for Preventive Care None
® for Facility charges made by:
—a Hospital 20%
—an  Ambulatory  Surgical
Center 20%
—a Birthing Center 20%
—an Extended Care Center or
Rehabilitation Center 20%
—a Hospice 20%
® for the following Covered
Charges incurred while the Cov-
ered Person is an Inpatient in a
Hospital:
—Prescription Drugs 20%
—Blood Transfusions 20%
—Infusion Therapy 20%
—Chemotherapy 20%
—Radiation Therapy 20%
® for all other Covered Charges 50%
Co-Insurance Cap per Covered Per-
son per each Calendar Year $5,000

Daily Room and Board Limits

® During a Period of Hospital Confinement
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For semi-private room and board accommodations, [Car-
rier] will cover charges up to the Hospital’s actual daily
semi-private room and board rate.

For private room and board accommodations, [Carrier]
will cover charges up to the Hospital’s average daily semi-

~ private room and board rate, or if the Hospital does not

have semi-private accommodations, 80% of its lowest daily
room and board rate. However, if the Covered Person is
being isolated in a private room because the Covered Per-
son has a communicable illness, [Carrier] will cover charges
up to the Hospital’s actual private rcom charge.

For Special Care Units, [Carrier] will cover charges up to
the Hospital’s actual daily room and board charge.

® During a Confinement In An Extended Care Center Or
Rehabilitation Center

[Carrier] will cover the lesser of:

a. the center’s actual daily room and board charge; or

b. 50% of the covered daily room and board charge
made by the Hospital during the Covered Person’s
preceding Hospital confinement, for semi-private
accommodations.

Pre~Approval is required for charges incurred in connec-
tion with:

® Extended Care and Rehabilitation
® Home Health Care
® Hospice Care

Charges which are not Pre-Approved by [Carrier] are Non-
Covered Charges

This Policy’s classification, and the insurance coverages
and amounts which apply to each class are shown below:

CLASS
[All eligible employees]
EMPLOYEE AND DEPENDENT HEALTH BENEFITS

SCHEDULE OF INSURANCE

AND PREMIUM RATES EXAMPLE: PLAN A PPO

Calendar Year Cash Deductible:

® for Hospital Confinement None (Note: See Hos-

pital Confinement Co-

Payment)
® for Preventive Care None
® for All Other Charges
—per Covered Person $250

$500. Note: Must be
individually satisfied
by 2 separate Covered
Persons

—per Covered Family
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Medicare Alternate Deductible

For a Covered Person who is eligible for Medicare by
reason of a disability, but is not insured by both Parts A and
B, the Medicare Alternate Deductible is equal to the Cash
Deductible plus what Parts A and B of Medicare would
have paid had the Covered Person been so insured.

After the 18 month period described in Medicare as
Secondary Payor, ends with respect to a Covered Person
who is eligible for Medicare solely on the basis of End Stage
Renal Disease, but is not insured by both Parts A and B, the
Medicare Alternate Deductible is equal to the Cash Deduct-
ible plus what Parts A and B of Medicare would have paid
had the Covered Person been so insured.

Hospital Confinement Co-Payment
—per day $250
—maximum Co-Payment per Peri-

od of Confinement $1,250
—maximum Co-Payment per Cov-
ered Person per Calendar Year $2,500

Co-Insurance

Co-Insurance is the percentage of a Covered Charge that
must be paid by a Covered Person. However, [Carrier] will
waive the Co-Insurance requirement once Coinsured
Charge Limit has been reached. This Policy’s Co-Insur-
ance, as shown below, does not include penalties incurred
under this Policy’s Utilization Review provisions, or any
other Non-Covered Charge. :

If treatment, services
or supplies are given by:

a an Out-
Network Network
Provider Provider
The Co-Insurance for this Policy is as
follows:
e for Preventive Care None None
® for Facility charges made by:
—a Hospital None 20%
—an Ambulatory  Surgical
Center None 20%
—a Birthing Center None 20%
—an Extended Care Center or
Rehabilitation Center None 20%
—a Hospice None 20%
o for the following Covered
Charges incurred while the Cov-
ered Person is an Inpatient in a
Hospital:
—Prescription Drugs None 20%
—Blood Transfusions None 20%
—Infusion Therapy None 20%
—Chemotherapy None 20%
—Radiation Therapy None 20%
® for all other Covered Charges 70% 50%

The Coinsured Charge Limit means the amount of Cov-
ered Charges a Covered Person must incur each Calendar
Year before no Co-Insurance is required.
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Coinsured Charge Limit: $10,000

Daily Room and Board Limits
® During a Period of Hospital Confinement

For semi-private room and board accommodations, [Car-
rier] will cover charges up to the Hospital’s actual daily
semi-private room and board rate.

For private room and board accommodations, [Carrier]

will cover charges up to the Hospital’s average daily semi-
private room and board rate, or if the Hospital does not
have semi-private accommodations, 80% of its lowest daily
room and board rate. However, if the Covered Person is
being isolated in a private room because the Covered Per-
son has a communicable illness, [Carrier] will cover charges
up to the Hospital’s actual private room charge.

For Special Care Units, [Carrier] will cover charges up to
the Hospital’s actual daily room and board charge.

® During a Confinement In An Extended Care Center Or
Rehabilitation Center

[Carrier] will cover the lessor of:

a. the center’s actual daily room and board charge; or

b. 50% of the covered daily room and board charge
made by the Hospital during the Covered Person’s
preceding Hospital confinement, for semi-private
accommodations.

Pre-Approval is required for charges incurred in connec-
tion with:
o Extended Care and Rehabilitation
® Home Health Care
® Hospice Care

Charges which are not Pre-Approved by [Carrier] are Non-
Covered Charges

Payment Limits: For Illness or Injury, [Carrier] will pay
up to the payment limit shown below:

Charges for Inpatient Hospital con-
finement

Charges for Home Health Care

30 days

exchange basis * for
Hospital days

Charges for Extended Care or Reha-
bilitation Center Care exchange basis * for
Hospital days
exchange basis * for
Hospital days

Charges for Hospice Care

*See the Covered Charges section for a description of the exchange rules.

Charges for Preventive Care per Cal-
endar Year (Not subject to Cash De-
ductible or Co-Insurance)
—per Covered Person $100
—per Covered Family $300
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Per Lifetime Maximum Benefit (for

all Illnesses and Injuries) $1,000,000

PREMIUM RATES

[The initial monthly premium rates, in U.S. dollars, for
the insurance provided under this Policy are as follows:

Coverage Premium Rate

Health Benefits

—per Employee $9999.99
—per Employee and spouse $9999.99
—per Employee and children $9999.99
—per Employee, spouse and chil-

dren $9999.99]

[Carrier] has the right to change any premium rate(s) set
forth above at the times and in the manner established by
the provision Premium Rate Changes section of this Policy.

GENERAL PROVISIONS
THE POLICY

The entire Policy consists of:

[a. the forms shown in the Policy Index as of the
Effective Date;

b.] the Policyholder’s application, a copy of which is
attached to this Policy;

[c.] any riders, [endorsements] or amendments to this

Policy and
[d.] the individual applications, if any, of the persons
covered.

STATEMENTS

No statement will avoid the insurance under this Policy,
or be used in defense of a claim hereunder unless:

a. in the case of the Policyholder, it is contained in
the application signed by the Policyholder; or

b. in the case of a Covered Person, it is contained in a
written instrument signed by the Covered Person,
and a copy of which is furnished to the Covered
Person or the Covered Person’s beneficiary.

All statements will be deemed representations and not
warranties.

INCONTESTABILITY OF THIS POLICY

There will be no contest of the validity of this Policy,
except for not paying premiums, after it has been in force
for 2 years from the Effective Date.

No statement in any application, except a fraudulent
statement, made by the Policyholder or by a person insured
under this Policy shall be used in contesting the validity of
his or her insurance or in denying a claim for a loss incurred
after such insurance has been in force for two years during
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the person’s lifetime. Note: There is no time limit with
respect to a contest in connection with fraudulent state-
ments.

AMENDMENT

This Policy may be amended, at any time, without the
consent of the Covered Persons or of anyone else with a
beneficial interest in it. This can be done through written
request made by the Policyholder and agreed to by [Carri-
er]. [Carrier] may also make amendments to this Policy, as
provided in b. and c. below. [Carrier] will give the Policy-
holder 30 days advance written notice. An amendment will
not affect benefits for a service or supply furnished before
the date of change.

Only an officer of [Carrier] has authority: to waive any
conditions or restrictions of this Policy; or to extend the
time in which a premium may be paid; or to make or
change a Policy; or to bind [Carrier] by a promise or
representation or by information given or received.

No change in this Policy is valid unless the change is
shown in one of the following ways:

[a. It is shown in an endorsement on it signed by an

officer of [Carrier].]

[b.] In the case of a change in this Policy that has been
automatically made to satisfy the requirements of
any state or federal law that applies to this Policy,
as provided in the Conformity With Law section, it
is shown in an amendment to it that is signed by an
officer of [Carrier].

[c.] In the case of a change required by [Carrier], it is
shown in an amendment to it that:

® is signed by an officer of [Carrier]; and

®is accepted by the Policyholder as evidenced by
payment of a premium becoming due under this
Policy on or after the Effective Date of such
change.

[d.] In the case of a written request by the Policyholder
for a change, it is shown in an amendment to it
signed by the Policyholder and by an officer of
[Carrier].

AFFILIATED COMPANIES

If the Policyholder asks [Carrier] in writing to include an
Affiliated Company under this Policy, and [Carrier] gives
written approval for the inclusion, [Carrier] will treat Em-
ployees of that company like the Policyholder’s Employees.
[Carrier’s] written approval will include the starting date of
the company’s coverage under this Policy. But each eligible
Employee of that company must still meet all the terms and
conditions of this Policy before becoming covered.

An Employee of the Policyholder and one or more Affili-
ated Companies will be considered an Employee of only one
of those Employers for the purpose of this Policy. That
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Employee’s service with multiple Employers will be treated
as service with that one.

The Policyholder must notify [Carrier] in writing when a
company stops being an Affiliated Company. As of this
date, this Policy will be considered to end for Employees of
that Employer. This applies to all of those Employees
except those who, on the next day, are employed by the
Policyholder or another Affiliated Company as eligible Em-
ployees. '

PREMIUM AMOUNTS

The premium due on each premium due date is the sum
of the premium charges for the coverage then provided.
Those charges are determined from the premium rates then
in effect and the Employees and Dependents then covered.

Premium payments may be determined in another way.
But it must produce about the same amounts and be agreed
to by the Policyholder and [Carrier].

The following will apply if one or more premiums paid
include premium charges for an Employee and/or Depen-
dent whose coverage has ended before the due date of that
premium. [Carrier] will not have to refund more than [the
amount of a. minus b.:

a. The amounts of the premium charges for such
Employee that were included in the premiums paid
for the two months period immediately before the
date [Carrier] receives written notice from the Poli-
cyholder that the Employee’s and/or Dependent’s
coverage has ended.

b. The amount of any claims paid to an Employee for
the Employee’s claims or to a member of the
Employee’s family unit after that person’s coverage
has ended.]

PAYMENT OF PREMIUMS—GRACE PERIOD

Premiums are to be paid by the Policyholder to [Carrier].
Each may be paid at a [Carrier’s] office [or to one of its
authorized agents.] One is due on each premium due date
stated on the first page of this Policy. The Policyholder
may pay each premium other than the first within 31 days of
the premium due date without being charged interest.
Those days are known as the grace period. The Policyhold-
er is liable to pay premiums to [Carrier] for the time this
Policy is in force. Premiums unpaid after the end of the
grace period are subject to a late payment interest charge
determined as a percentage of the amount unpaid. That
percentage will be determined by [Carrier] from time to
time, but will not be more than the maximum allowed by
law.

PREMIUM RATE CHANGES
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The premium rates in effect on the Effective Date are
shown in this Policy’s Schedule. [Carrier] has the right to
change premium rates as of any of these dates:

a. Any premium due date.
b. Any date that an Employer becomes, or ceases to
be, an Affiliated Company.
c. Any date that the extent or nature of the risk under
this Policy is changed:
® by amendment or this Policy; or

® by reason of any provision of law or any govern-
ment program or regulation; or

e if this Policy supplements or coordinates with bene-
fits provided by another insurer, non-profit hospital
or medical service plan, or health maintenance
organization, on any date [Carrier’s] obligation
under this Policy is changed because of a change in
such other benefits.

d. At the discovery of a clerical error or misstatement
as described below.

[Carrier] will give the Policyholder 30 days advance writ-
ten notice when a change in the premium rates is made.

PARTICIPATION REQUIREMENTS

If this Policy provides coverage on a Non-contributory
basis (the Policyholder pays the entire premium), [75%] of
the Employees eligible for insurance must be enrolled for
coverage. If Dependent coverage is provided on a Non-
contributory basis, [75%] of the Employees eligible for
Dependent coverage must enroll their eligible Dependents.
(If an eligible Employee is not covered by this Policy
because: :

a. the Employee is covered as a Dependent under a
spouse’s coverage; Or

b. the Employee is covered under a Health Mainte-
nance Organization plan offered by the Policyhold-
er,

[Carrier] will count this person as being covered by this
Policy for the purposes of satisfying participation require-

" ments.)

If this Policy provides coverage on a Contributory basis
(the Employee pays part of the premium), [75%] of the
Employees eligible for insurance must be enrolled for cover-
age. If Dependent coverage is provided on a Contributory
basis, [75%] of the Employees eligible for Dependent cover-
age must enroll their eligible Dependents. (If an eligible
Employee is not covered by this Policy because:

a. the Employee is covered as a Dependent under a
spouse’s coverage; or

b. the Employee is covered under a Health Mainte-
nance Organization plan offered by the Policyhold-
er, :
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[Carrier] will count this person as being covered by this

Policy for the purposes of satisfying participation require-.

ments.)
CLERICAL ERROR—MISSTATEMENTS

Neither clerical error by the Policyholder, nor the [Carri-
er] in keeping any records pertaining to coverage under this
Policy, nor delays in making entries thereon, will not invali-
date coverage which would otherwise be in force, or contin-
ue coverage which would otherwise be validly terminated.
However, upon discovery of such error or delay, an equita-
ble adjustment of premiums will be made.

Premium adjustments involving return of unearned premi-
um to the Policyholder will be limited to the period of 12
months preceding the date of [Carrier’s] receipt of satisfac-
tory evidence that such adjustments should be made.

If the age of an Employee, or any other relevant facts, are
found to have been misstated, and the premiums are there-
by affected, an equitable adjustment of premiums will be
made. If such misstatement involves whether or not the
person’s coverage would have been accepted by [Carrier],
subject to this Policy’s Incontestability section, the true facts
will be used in determining whether coverage is in force
under the terms of this Policy.

TERMINATION OF THE POLICY—RENEWAL PRIVI-
LEGE

[Carrier] has the right to cancel this Policy on any premi-
um due date subject to 30 days advance written notice to the
Policyholder for the following reasons:

a. During or at End of Grace Period—Failure to Pay
Premiums: If any premium is not paid by the end
of its grace period, this Policy will automatically
end when that period ends. But the Policyholder
may write to [Carrier], in advance, to ask that this
Policy be ended at the end of the period for which
premiums have been paid or at any time during the
grace period. Then this Policy will end on the date
requested. The Policyholder is liable to pay premi-
ums to [Carrier] for the time this Policy is in force.

b. subject to the statutory notification requirements,
[Carrier] ceases to do business in the small group
market;

c. with respect to Contributory Policies, less than
[75%)] of the Employer’s eligible Employees are
covered by this Policy. (If an eligible Employee is
not covered by this Policy because:

1. the Employee is covered as a Dependent under a
spouse’s coverage; Or

2. the Employee is covered under a Health Mainte-
nance Organization plan offered by the Policy-
holder,
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[Carrier] will count that Employee as being covered by
this Policy for purposes of satisfying participation require-
ments.); or

d. with respect to Non-contributory Policies, less than
[75%] of the Employer’s eligible Employees are
covered by this Policy. (If an eligible Employee is
not covered by this Policy because:

1. the Employee is covered as a Dependent under a
spouse’s coverage; or

2. the Employee is covered under a Health Mainte-
nance Organization plan offered by the Policy-
holder,

[Carrier] will count that Employee as being covered by
this Policy for purposes of satisfying participation require-
ments.)

Immediate cancellation will occur if the Policyholder com-
mits frandulent acts or makes misrepresentations with re-
spect to coverage of eligible Employees or Dependents or
status as a Small Employer.

This Policy is issued for a term of one (1) year from the
Effective Date shown on the first page of this Policy.. All
Policy Years and Policy Months will be calculated from the
Effective Date. All periods of insurance hereunder will
begin and end at 12:00:01 a.m. eastern Standard Time at the
Policyholder’s place of business.

The Policyholder may renew this Policy for a further term
of one (1) year, on the first and each subsequent Policy
Anniversary. All renewals are subject to the payment of
premiums then due, computed as provided in this Policy’s
Premium Amounts section.

However, [Carrier] has the right to non-renew this Policy
on any Policy Anniversary if the Policyholder is no longer a
Small Employer in accordance with the laws in the State of
New Jersey.

The Employer must certify to [Carrier] the Employer’s
status as a Small Employer every year. Certification must
be given to [Carrier] within 10 days of the date [Carrier]
requests it. If Employer fails to do this, [Carrier] retains
the right to take the action described above as of the
Employer’s Policy Anniversary.

[DIVIDENDS

[Carrier] will determine the share, if any, of its divisible
surplus allocable to this Policy as of each Policy Anniversa-
ry, if this Policy stays in force by the payment of all
premiums to that date. The share will be credited to this
Policy as a dividend as of that date.

Each dividend will be paid to the Policyholder in cash

unless the Policyholder asks that it be applied toward the
premium then due or future premiums due.
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[Carrier’s] sole liability as to any dividend is as set forth
above.

If the aggregate dividends under this Policy and any other
policy(ies) of the Policyholder exceed the aggregate pay-
ments towards their cost made from the Employer’s own
funds, the Policyholder will see that an amount equal to the
excess is applied for the benefit of Covered Persons.]

EMPLOYEE’S CERTIFICATE

[Carrier] will give the Policyholder an individual certifi-
cate of coverage to give each covered Employee. It will
describe the Employee’s coverage under this Policy. It will
include:

(1) to whom [Carrier] pays benefits,

(2) any protection and rights when the coverage ends
and

(3) claim rights and requirements.

In the event this Policy is amended, and such amendment
affects the material contained in the certificate of coverage,
a rider or revised certificate reflecting such amendment will
be issued to the Policyholder for delivery to affected Em-
ployees.

OFFSET

[Carrier] reserves the right, before paying benefits to a
Covered Person, to use the amount of payment due to offset
a claims payment previously made in error.

CONTINUING RIGHTS

[Carrier’s] failure to apply terms or conditions does not
mean that [Carrier] waives or gives up any future rights
under this Policy.

ASSIGNMENT BY POLICYHOLDER

Assignment or transfer of the interest of the Policyholder
under this Policy will not bind [Carrier] without [Carrier’s]
written consent thereto.

CONFORMITY WITH LAW

Any provision of this Policy which, on its Effective Date,
is in conflict with the statutes of the state in which the
Covered Person resides, or with Federal law, is hereby
amended to conform to the minimum requirements of such
State law or Federal law.

LIMITATION OF ACTIONS

No action at law or in equity shall be brought to recover

on this Policy until 60 days after a Covered Person files
written proof of loss. No such action shall be brought more
than three years after the end of the time within which
proof of loss is required.

5-15-95

WORKERS’ COMPENSATION

The health benefits provided under this Policy are not in
place of, and do not. affect requirements for coverage by
Workers’ Compensation.

NOTICES AND OTHER INFORMATION

Any notices, documents, or other information under this
Policy may be sent by United States mail, postage prepaid,
addressed as follows:

If to [Carrier]: To the last address on record with the

Policyholder.

If to a Covered person: To the last address provided by
the Covered Person on an enrollment or change of address
form actually delivered to [Carrier].

If to the Policyholder: To the last address of the Policy-
holder on record with [Carrier].

RECORDS—INFORMATION TO BE FURNISHED

[Carrier] will keep a record of the Covered Persons. It
will contain key facts about their coverage.

At the times set by [Carrier], the Policyholder will send
the data required by [Carrier] to perform its duties under
this Policy, and to determine the premium rates and certify
status as a Small Employer. All records of the Policyholder
and of the Employer which bear on this Policy must be open
to [Carrier] for its inspection at any reasonable time.

[Carrier] will not have to perform any duty that depends
on such data before it is received in a form that satisfies
[Carrier]. The Policyholder may correct wrong data given to
[Carrier], if [Carrier] has not been harmed by acting on it.
A person’s coverage under this Policy will not be made
invalid by failure of the Policyholder or the Employer, due
to clerical error, to record or report the Employee for
coverage.

The Policyholder will furnish [Carrier] the Employee and
Dependents eligibility requirements of this Policy that apply
on the Effective Date. Subject to [Carrier’s] approval,
those requirements will apply to the Employee and Depen-
dent coverage under this Policy. The Policyholder will
notify [Carrier] of any change in the eligibility requirements
of this Policy, but no such change will apply to the Employ-
ee or Dependent coverage under this Policy unless approved
in advance by [Carrier].

The Policyholder will notify [Carrier] of any event, includ-
ing a change in eligibility, that causes termination of a
Covered Person’s coverage immediately, or in no event later
than the last day of the month in which the event occurs.
The liability of [Carrier] to arrange or provide benefits for a
person ceases when the person’s coverage ends under this
Policy. [If the Policyholder fails to notify [Carrier] as
provided above, [Carrier] will be entitled to reimbursement
from the Policyholder of any benefits paid to any person
after the person’s coverage should have ended.]
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CLAIMS PROVISIONS

A claimant’s right to make a claim for any benefits
provided by this Policy is governed as follows:

[NOTICE OF LOSS

A claimant should send a written notice of claim to
[Carrier] within 20 days of a loss. No special form is
required to do this. The notice need only identify the
claimant and the Policyholder.

When [Carrier] receives the notice, it will send a proof of
claim form to the claimant.

The claimant should receive the proof of claim form
within 15 days of the date [Carrier] received the notice of
claim.

If the form is received within such time, it should be
completed, as instructed, by all persons required to do so.
Additional proof, if required, should be attached to the
form.

If the form is not received within such time, the claimant
may provide written proof of claim to [Carrier] on any
reasonable form. Such proof must state the date the Injury
or Illness began and the nature and extent of the loss.]

PROOF OF LOSS

Proof of loss must be sent to [Carrier] within 90 days of
the loss.

If a notice or proof is sent later than 90 days of the loss,
[Carrier] will not deny or reduce a claim if the notice or
proof was sent as soon as possible.

PAYMENT OF CLAIMS

[Carrier] will pay all benefits to which the claimant is
entitled as soon as [Carrier] receives written proof of loss.
All benefits will be paid as they accrue. Any benefits
unpaid at the Covered Person’s death will be paid as soon as
[Carrier] receives due proof of the death to one of the
following:

his or her estate;

his or her spouse;

his or her parents;

his or her children;

his or her brothers and sisters; or

any unpaid provider of health care services.

o e g

When an Employee files proof of loss, he or she may
direct [Carrier], in writing, to pay health care benefits to the
recognized provider of health care who provided the cov-
ered service for which benefits became payable. [[Carrier]
may honor such direction at [Carrier’s] option.] [For cov-
ered services from an eligible Facility or Practitioner, [Carri-
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er] will determine to pay either the Covered Person or the
Facility or the Practitioner.] The Employee may not assign
his or her right to take legal action under this Policy to such
provider.

PHYSICAL EXAMS

[Carrier], at its expense, has the right to examine the
insured. This may be done as often as reasonably needed
to process a claim. [Carrier] also has the right to have an
autopsy performed, at its expense.

LIMITATIONS OF ACTIONS

A Covered Person cannot bring a legal action against this
Policy until 60 days from the date he or she files proof of
loss. And he or she cannot bring legal action against this
Policy after three years from the date he or she files proof
of loss.

[PLANHOLDERS

The Policyholder is the Trustee named by a trust agree-
ment. This agreement permits certain Employers to insure
their Employees for the benefits provided by this Policy.
Employers who do so are Planholders.

The Policyholder acts for the Planholders in all matters of
this Policy. Such actions bind all Planholders.

How an Employer becomes a Planholder

An Employer must submit a signed application in which
he:

® agrees to participate in the trust, and

® applies for the insurance provided by this Policy for
his Employees.

When an Employer becomes a Planholder

The Policyholder and [Carrier] will agree on the date an
Employer becomes a Planholder. This date will be stated in
writing by [Carrier].

When an Employer ceases to be a Planholder

The Policyholder can end an Employcr s status as a
Planholder. To do so, he or she must give [Carrier] 30 days
advance written notice.

[Carrier] can end insurance for a Planholder. To do so, it
must give the Policyholder 30 days advance written notice.

Data needed

The Policyholder must provide [Carrier] with all the data
needed to compute premiums and carry out the terms of
this Policy. [Carrier] can examine the records of the Policy-
holder and each Planholder at any reasonable time.]
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[Note: This text, which may be modified by each carrier
- in order to accommodate various trust agreements, is only
to be used if coverage is to be issued through a Multiple
Employer Trust (MET)]

DEFINITIONS

The words shown below have special meanings when used
in this Policy. Please read these definitions carefully.
[Throughout this Policy, these defined terms appear with
their initial letter capitalized.]

Actively at Work or Active Work means performing, doing,
participating or similarly functioning in a manner usual for
the task for full pay, at the Employer’s place of business, or
at any other place that the Employer’s business requires the
Employee to go.

Alcohol Abuse means abuse of or addiction to alcohol.

Ambulance means a certified transportation vehicle -for
transporting Ill or Injured people that contains all life-saving
equipment and staff as required by state and local law.

Ambulatory” Surgical Center means a Facility mainly en-
gaged in performing Outpatient Surgery. It must:

a. be staffed by Practitioners and Nurses, under the
supervision of a Practitioner;

b. have permanent operating and recovery rooms;

c. be staffed and equipped to give emergency care;
and .

d. have. written back-up arrangements with a local
Hospital for emergency care.

[Carrier] will recognize it if it carries out its stated
purpose under all relevant state and local laws, and it is
either:

a. accredited for its stated purpose by either the Joint
Commission or the Accreditation Association for
Ambulatory Care; or

b. approved for its stated purpose by Medicare.

[Carrier] does not recognize a Facility as an Ambulatory
Surgical Center if it is part of a Hospital.

Anniversary Date means the date which is one year from the
Effective Date of this Policy and each succeeding yearly
date thereafter.

Affiliated Company means a corporation or other business
entity affiliated with the Policyholder through common own-
ership of stock or assets.

Birthing Center means a Facility which mainly provides care
and treatment for women during uncomplicated pregnancy,
routine full-term delivery, and the immediate post-partum
period. It must:
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a. provide full-time Skilled Nursing Care by or under
the supervision of Nurses;

b. be staffed and equipped to give emergency care;
and ‘

c. have written back-up arrangements with a local
Hospital for emergency care,

[Carrier] will recognize it if:

a. it carries out its stated purpose under all relevant
state and local laws; or

b. it is approved for its stated purpose by the Accredi-
tation Association for Ambulatory Care; or

c. it is approved for its stated purpose by Medicare.

[Carrier] does not recognize a Facility as a Birthing
Center if it is part of a Hospital.

Board means the Board of Directors of the New Jersey
Small Employer Health Program.

Calendar Year means each successive 12 month period
which starts on January 1 and ends on December 31.

Cash Deductible means the amount of Covered Charges
that a Covered Person must pay before this Policy pays any
benefits for such charges. Cash Deductible does not in-
clude Co-Insurance, Co-Payments and Non—Covered
Charges. See the The Cash Deductible section of this
Policy for details.

Co-Insurance means the percentage of a Covered Charge
that must be paid by a Covered Person. Co-Insurance does
not include Cash Deductibles, Co-Payments or Non-Cov-
ered Charges.

Co-Payment means a specified dollar amount a Covered
Person must pay for specified Covered Charges.

Covered Charges are Reasonable and Customary charges
for the types of services and supplies described in the
Covered Charges and Covered Charges with Special Limita-
tions section of this Policy. The services and supplies must
be:

a. furnished or ordered by a recognized health care
Provider; and

b. Medically Necessary and Appropriate to diagnose
or treat an Illness or Injury.

A Covered Charge is incurred on the date the service or
supply is furnished. Subject to all of the terms of this
Policy, [Carrier] pays benefits for Covered Charges incurred
by a Covered Person while he or she is insured by this
Policy. Read this entire Policy to find out what [Carrier]
limits or excludes.

Covered Person means an eligible Employee or a Depen-
dent who is insured under this Policy.
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Current Procedural Terminology (C.P.T.) means the most
recent edition of an annually revised listing published by the
American Medical Association which assigns numerical
codes to procedures and categories of medical care.

Custodial Care means any service or supply, including room
and board, which:

a. is furnished mainly to help a person meet his or her
routine daily needs; or

b. can be furnished by someone who has no profes-
sional health care training or skills.

Even if a Covered Person is in a Hospital or other
recognized Facility, [Carrier] does not pay for care if it is
mainly custodial.

Dependent means an Employee’s:

a. legal spouse;

b. unmarried Dependent child who is under age 19;
and

c. unmarried Dependent child from age 19 until his or
her 23rd birthday, who is enrolled as a full-time
student at an accredited school. Full-time students
status will be as defined by the accredited school.

A Dependent is not a person who is:

a. on active duty in any armed forces of any country;
or

b. insured for coverage under this Policy as an Em-
ployee.

Under certain circumstances, an incapacitated child is also
.a Dependent. See the Dependent Coverage section of this
Policy.

An Employee’s “unmarried Dependent child” includes:

a. his or her legally adopted children.

b. his or her step-children if such step children de-
"~ pend on the Employee for most of their support
and maintenance, and

c. children under a court appointed guardianship.

[Carrier] treats a child as legally adopted from the time
the child is placed in the home for purpose of adoption.
[Carrier] treats such a child this way whether or not a final
adoption order is ever issued,

Dependent’s Eligibility Date means the later of:

a. the Employee’s Eligibility Date; or
b. the date the person first becomes a Dependent.

Diagnostic Services means procedures ordered by a recog-
nized Provider because of specific symptoms to diagnose a
specific condition or disease. Some examples are:
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a. radiology, ultrasound and nuclear medicine;
b. laboratory and pathology; and
c. EKG’s, EEG’s and other electronic diagnostic tests.

Except as allowed under the Preventive Care Coverage
Charge, Diagnostic Services do not include procedures or-
dered as part of a routine or periodic physical examination
or screening examination.

Discretion means the [Carrier’s] sole right to make a deci-
sion or determination. The decision will be applied in a
reasonable and non-discriminatory manner.

Durable Medical Equipment is equipment which is:

a. designed and able to withstand repeated use;

b. primarily and customarily used to serve a medical
purpose;

c. generally not useful to a Covered Person in the
absence of an Iilness or Injury; and

d. suitable for use in the home.

Some examples are walkers, wheelchairs, hospital-type
beds, breathing equipment and apnea monitors.

Among other things, Durable Medical Equipment does
not include adjustments made to vehicles, air conditioners,
air purifiers, humidifiers, dehumidifiers, elevators, ramps,
stair glides, Emergency Alert equipment, handrails, heat
appliances, improvements made to the home or place of
business, waterbeds, whirlpool baths and exercise and mas-
sage equipment.

Effective Date means the date on which coverage begins
under this Policy for the Employer, or the date coverage
begins under this Policy for an Employee or Dependent, as
the context in which the term is used suggests.

Employee means a Full-Time Employee (25 hours per
week) of the Employer. Partners, Proprietors, and indepen-
dent contractors will be treated like Employees, if they meet
all of this Policy’s conditions of eligibility. Employees who
work on a temporary or substitute basis or who are partici-
pating in an employee welfare arrangement established pur-
suant to a collective bargaining agreement are not consid-
ered to be Employees for the purpose of this Policy.

Employee’s Eligibility Date means the later of:

a. the date of employment; or
b. the day after any applicable waiting period ends.

Employer means [ABC Company].

Experimelital or Investigational means [Carrier] determines
a service or supply is:

a. not of proven benefit for the particular diagnosis or
treatment of a particular condition; or
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b. not generally recognized by the medical community
as effective or appropriate for the particular diag-
nosis or treatment of a particular condition; or

c. provided or performed in special settings for re-
search purposes or under a controlled environment
or clinical protocol.

Unless otherwise required by law with respect to drugs
which have been prescribed for the treatment of a type of
cancer for which the drug has not been approved by the
United States Food and Drug Administration (FDA), [Car-
rier] will not cover any services or supplies, including treat-
ment, procedures, drugs, biological products or medical
devices or any hospitalizations in connection with Experi-
mental or Investigational services or supplies.

[Carrier] will also not cover any technology or any hospi-
talization primarily to receive such technology if such tech-
nology is obsolete or ineffective and is not used generally by
‘the medical community for the particular diagnosis or treat-
ment of a particular condition.

Governmental approval of technology is not necessarily

sufficient to render it of proven benefit or appropriate or-

effective for a particular diagnosis or treatment of a particu-
lar condition, as explained below.

[Carrier] will apply the following five criteria in determin-
ing whether services or supplies are Experimental or Investi-
gational:

a. Any medical device, drug, or biological product
must have received final approval to market by the
FDA for the particular diagnosis or condition.
Any other approval granted as an interim step in
the FDA regulatory process, e.g., an Investigational
Device Exemption or an Investigational New Drug
Exemption, is not sufficient. Once FDA approval
has been granted for a particular diagnosis or con-
dition, use of the medical device, drug or biological
product for another diagnosis or condition will
require that one or more of the following estab-
lished reference compendia:

1. The American Medical Association Drug Evalua-
tions;

2. The American Hospital Formulary Service Drug
Information; or

3. The United States Pharmacopeia Drug Informa-
tion

recognize the usage as appropriate medical treatment. As
an alternative to such recognition in one or more of the
compendia, the usage of the drug will be recognized as
appropriate if it is recommended by a clinical study and
recommended by a review article in a major peer-reviewed
professional journal. A medical device, drug, or biological
product that meets the above tests will not be considered
Experimental or Investigational.
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In any event, any drug which the Food and Drug Admin-
istration has determined to be contraindicated for the spe-
cific treatment for which the drug has been prescribed will
be considered Experimental or Investigational.

b. Conclusive evidence from the published peer-re-
viewed medical literature must exist that the tech-
nology has a definite positive effect on health out-
comes; such evidence must include well-designed
investigations that have been reproduced by non
affiliated authoritative sources, with measurable re-
sults, backed up by the positive endorsements of
national medical bodies or panels regarding scienti-
fic efficacy and rationale;

c. Demonstrated evidence as reflected in the publish-
ed peer reviewed medical literature must exist that
over time the technology leads to improvement in
health outcomes, i.e., the beneficial effects out-
weigh any harmful effects;

d. Proof as reflected in the published peer-reviewed
medical literature must exist that the technology is
at least as effective in improving health outcomes
as established technology, or is usable in appropri-
ate clinical contexts in which established technology
is not employable; and

e. Proof as reflected in the published peer-reviewed
medical literature must exist that improvements in
health outcomes; as defined in item c. above, is
possible in standard conditions of medical practice,
outside clinical investigatory settings.

Extended Care Center means a Facility which mainly pro-
vides full-time Skilled Nursing Care for Ill or Injured people
who do not need to be in a Hospital. [Carrier] will
recognize it if it carries out its stated purpose under all
relevant state and local laws, and it is either:

a. accredited for its stated purpose by the Joint Com-
mission; or :

b. approved for its stated purpose by Medicare. In
some places, an “Extended Care Center” may be
called a “Skilled Nursing Center.”

Facility means a place [Carrier] is required by law to
recognize which:

a. is properly licensed, certified, or accredited to pro-
vide health care under the laws of the state in
which it operates; and

b. provides health care services which are within the
scope of its license, certificate or accreditation and
are covered by this Policy.

Full-Time means a normal work week of 25 or more hours.
Work must be at the Employer’s regular place of business or
at another place to which an Employee must travel to
perform his or her regular duties for his or her full and
normal work hours.
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Generic Drug means an equivalent Prescription Drug con-
taining the same active ingredients as a brand name Pre-
scription Drug but costing less. The equivalent must be
identical in strength and form as required by the FDA.

Government Hospital means a Hospital operated by a gov-
ernment or any of its subdivisions or agencies, including but
not limited to a Federal, military, state, county or city
Hospital.

Health Benefits Plan means any hospital and medical ex-
pense insurance policy or certificate; health, hospital, or
medical service corporation contract or certificate; or health
maintenance organization subscriber contract or certificate
delivered or issued for delivery in New Jersey by any carrier
to a Small Employer group pursuant to section 3 of P.L.
1992, c.162 (C. 17B:27A-19). Health Benefits Plan ex-
cludes the following plans, policies, or contracts: accident
only, credit, disability, long term care, coverage for Medi-
care services pursuant to a contract with the United States
government, Medicare supplement, dental only, or vision
only, insurance issued as a supplement to liability insurance,
coverage arising out of a workers’ compensation or similar
law, hospital confinement or other Supplemental Limited
Benefit Insurance coverage, automobile medical payment
insurance, or personal injury protection coverage issued
pursuant to P.L. 1972, ¢.70 (C. 39:6A-1 et seq.).

Home Health Agency means a Provider which provides
Skilled Nursing Care for Ill or Injured people in their home
under a home health care program designed to eliminate
Hospital stays. [Carrier] will recognize it if it is licensed by
the state in which it operates, or it is certified to participate
in Medicare as a Home Health Agency.

Hospice means a Provider which provides palliative and
supportive care for terminally ill or terminally injured peo-
ple under a hospice care program. [Carrier] will recognize
a hospice if it carries out its stated purpose under all
relevant state and local laws, and it is either:

a. approved for its stated purpose by Medicare; or

b. it is accredited for its stated purpose by either the
Joint Commission or the National Hospice Organi-
zation.

Hospital means a Facility which mainly provides Inpatient
care for Il or Injured people. [Carrier] will recognize it if it
carries out its stated purpose under all relevant state and
local laws, and it is either:

a. accredited as a Hospital by the Joint Commission
or

b. - approved as a Hospital by Medicare.

Among other things, a Hospital is not a convalescent
home, rest or nursing Facility, or a Facility, or part of it,
which mainly provides Custodial Care, educational care or
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rehabilitative care. A Facility for the aged or substance
abusers is also not a Hospital.

Illness means a sickness or disease suffered by a Covered
Person. A Mental and Nervous Condition is not an Illness.

Initial Dependent means those eligible Dependents an Em-
ployee has at the time he or she first becomes eligible for
Employee coverage. If at the time the Employee does not
have any eligible Dependents, but later acquires them, the
first eligible Dependents he or she acquires are his or her
Initial Dependents.

Injury means all damage to a Covered Person’s body due to
accident, and all complications arising from that damage.

Inpatient means a Covered Person who is physically con-
fined as a registered bed patient in a Hospital or other
recognized health care Facility.

Joint Commission means the Joint Commission on the
Accreditation of Health Care Facilities.

Late Enrollee means an eligible Employee or Dependent
who requests enrollment under this Policy more than [30]
days after first becoming eligible. However, an eligible
Employee or Dependent will not be considered a Late
Enrollee under certain circumstances. See the Employee
Coverage and Dependent Coverage sections of this Policy.

Medical Emergency means the sudden, unexpected onset,
due to Illness or Injury of a medical condition that is
expected to result in either a threat to life or to an organ, or
a body part not returning to full function. Heart attacks,
strokes, convulsions, severe burns, obvious bone fractures,
wounds requiring sutures, poisoning, and loss of conscious-
ness are Medical Emergencies.

Medically Necessary and Appropriate means that a service
or supply is provided by a recognized health care Provider,
and [Carrier] determines at its Discretion, that it is:

a. necessary for the symptoms and diagnosis or treat-
ment of the condition, Illness or Injury;

b. provided for the diagnosis, or the direct care and
treatment, of the condition, Iliness or Injury;

¢. in accordance with generally accepted medical prac-
tice;

d. not for the convenience of a Covered Person;

e. the most appropriate level of medical care the
Covered Person needs;

f. furnished within the framework of generally accept-
ed methods of medical management currently used
in the United States.

The fact that an attending Practitioner prescribes, orders,
recommends or approves the care, the level of care, or the
length of time care is to be received, does not make the
services Medically Necessary and Appropriate.
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Medicaid means the health care program for the needy
provided by Title XIX of the United States Social Security
Act, as amended from time to time.

Medicare means Parts A and B of the health care program
for the aged and disabled provided by Title XVIII of the
United States Social Security Act, as amended from time to
time.

Mental and Nervous Condition means a:condition which
manifests symptoms which are primarily mental or nervous,
for which the primary treatment is psychotherapy or psycho-
therapeutic methods or psychotropic medication, regardless
of any underlying physical cause. A Mental and Nervous
Condition includes, but is not limited to, psychoses, neurotic
and anxiety disorders, schizophrenic disorders, affective dis-
orders, personality disorders, and psychological or behavior-
al abnormalities associated with transient or permanent
dysfunction of the brain or related neurohormonal systems.

In determining whether or not a particular condition is a
Mental and Nervous Condition, [Carrier] may refer to the
current edition of the Diagnostic and Statistical manual of
Mental Disorders of the American Psychiatric Association.

Newly Acquired Dependent means an eligible Dependent an
Employee acquires after he or she already has coverage in
force for Initial Dependents.

Non-Covered Charges are charges which do not meet this
Policy’s definition of Covered Charges, or which exceed any
of the benefit limits shown in this Policy, or which are
specifically identified as Non-Covered Charges or are other-
wise not covered by this Policy.

Nurse means a registered nurse or licensed practical nurse,
including a nursing specialist such as a nurse mid-wife or
nurse anesthetist, who:

a. is properly licensed or certified to provide medical
care under the laws of the state where he or she
practices; and

b. provides medical services which are within the
scope of his or her license or certificate and are
covered by this Policy.

Outpatient means a Covered Person who is registered at a
recognized health care Facility who is not an Inpatient.

Per Lifetime means during the lifetime of an individual,
regardless of whether he or she is covered under this Policy
or any other policy or plan:

a. as an Employee or Dependent; and

b. with or without interruption of coverage.
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Period of Confinement means consecutive days of Inpatient
services provided to an Inpatient or successive Inpatient
confinements due to the same or related causes, when
discharge and re-admission to a recognized Facility occurs
within 90 days or less. [Carrier] determines if the cause(s)
of the confinements are the same or related.

Plan means the [Carrier’s] group health benefit plan pur-

chased by the Employer. [Note: If the “Plan” definition is
employed, references in this Policy to ‘“Policy” should be
changed to read “Plan”]

Planholder means the Employer who purchased this group
health benefit plan. [Note: If the “Planholder” definition
is employed, references in this Policy to ‘“Policyholder”
should be changed to read “Planholder”]

Podiatric Care means treatment of Illness or deformity
below the ankle, but does not include dislocations or frac-
tures of the foot.

Policy means this group policy, including the applicafion and
any riders, amendments, or endorsements, between the Em-
ployer and [Carrier].

Policyholder means the Employer who purchased this Poli-
cy.

Practitioner means a person [Carrier] is required by law to
recognize who:

a. is properly licensed or certified to provide medical
care under the laws of the state where he or she
practices; and

b. provides medical services which are within the
scope of his or her license or certificate and are
covered by this Policy.

Pre-Approval or Pre-Approved means the [Carrier’s] writ-
ten approval for specified services and supplies prior to the
date charges are incurred. Charges which are not Pre-
Approved are Non—-Covered Charges.

Pre-Existing Condition means an Illness or Injury which |

manifests itself in the six months before a Covered Person’s
coverage under this Policy starts, and for which:

a. a Covered Person sees a Practitioner, takes Pre-
scription Drugs, receives other medical care or
treatment or had medical care or treatment recom-
mended by a Practitioner in the six months before
his or her coverage starts; or

b. an ordinarily prudent person would have sought

medical advice, care or treatment in the six months

before his or her coverage starts.

A pregnancy which exists on the date a Covered Person’s

coverage starts is also a Pre-Existing Condition.

21-66



SMALL EMPLOYER HEALTH BENEFITS PROGRAM

11:21 App.

Prescription Drugs are drugs, biologicals and compound
prescriptions which are sold only by prescription and which
are required to show on the manufacturer’s label the words:
“Caution—Federal Law Prohibits Dispensing Without a
Prescription” or other drugs and devices as determined by
[Carrier], such as insulin.

Preventive Care means charges for routine physical exami-
nations, including related laboratory tests and x-rays, immu-
nizations and vaccines, well baby care, pap smears, mam-
mography and screening tests.

Provider means a recognized Facility or Practitioner of
health care in accordance with the terms of this Policy.

Reasonable and Customary means an amount that is not
more than the [lesser of:

o the] usual or customary charge for the service or
supply as determined by [Carrier], based on a stan-
dard approved by the Board[; or

® the negotiated fee schedule.]

The Board will decide a standard for what is Reasonable
and Customary under this Policy. The chosen standard is
an amount which is most often charged for a given service
by a Provider within the same geographic area.

Rehabilitation Center means a Facility which mainly . pro-
vides therapeutic and restorative services to Ill or Injured
people. [Carrier] will recognize it if it carries out its stated
purpose under all relevant state and local laws, and it is
either:

a. accredited for its stated purpose by either the Joint
Commission or the Commission on Accreditation
for Rehabilitation Facilities; or

b. approved for its stated purpose by Medicare.

In some places a Rehabilitation Center is called a “reha-
bilitation hospital.”

Routine Foot Care means the cutting, debridement, trim-
ming, reduction, removal or other care of corns, calluses,
flat feet, fallen arches, weak feet, chronic foot stain, dys-
trophic nails, excrescences, helomas, hyperkeratosis, hyper-
trophic nails, non-infected ingrown nails, deratomas, kerato-
sis, onychauxis, onychocryptosis, tylomas or symptomatic
complaints of the feet. Routine Foot Care also includes
orthopedic shoes, foot orthotics and supportive devices for
the foot.

Routine Nursing Care means the appropriate nursing care
customarily furnished by a recognized Facility for the bene-
fit of its Inpatients.

Schedule means the Schedule of Insurance and Premium
Rates contained in this Policy.
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Skilled Nursing Care means services which are more inten-
sive than Custodial Care, are provided by a Registered
Nurse (R.N.) or Licensed Practical Nurse (L.P.N.), and
require the technical skills and professional training of an
R.N. or L.P.N.

Skilled Nursing Center (see Extended Care Center).

Small Employer means any person, firm, corporation, part-
nership or association actively engaged in business which, on
at least 50% of its working days during the preceding
Calendar Year quarter, employed at least two, but no more
than 49 eligible Employees, the majority of whom are
employed within the State of New Jersey. In determining
the number of eligible Employees, all Affiliated Companies
will be considered as one Employer.

Special Care Unit means a part of a Hospital set up for very
ill patients who must be observed constantly. The unit must
have a specially trained staff. And it must have special
equipment and supplies on hand at all times. Some types of
Special Care Units are:

intensive care units;
cardiac care units;
neonatal care units; and
burn units.

oo o

Substance Abuse means abuse of or addiction to drugs.

Suppleméntal Limited Benefit Insurance means insurance

that is provided in addition to a Health Benefits Plan on an

indemnity non-expense incurred basis.
Surgery means:

a. the performance of generally accepted operative
and cutting procedures, including surgical diagnos-
tic procedures, specialized instrumentations, endo-
scopic examinations, and other invasive procedures;

the correction of fractures and dislocations;

¢. Reasonable and Customary pre-operative and post-
operative care; or

d. any of the procedures designated by Current Proce-
dural Terminology codes as Surgery.

Therapeutic Manipulation means the treatment of the artic-
ulations of the spine and musculoskeletal structures for the
purpose of relieving certain abnormal clinical conditions
resulting from the impingement upon associated nerves
causing discomfort. Some examples are manipulation or
adjustment of the spine, hot or cold packs, electrical muscle
stimulation, diathermy, skeletal adjustments, massage, ad-
junctive, ultra-sound, doppler, whirlpool or hydro therapy or
other treatment of similar nature.

Total Disability or Totally Disabled means, except as other-
wise specified in this Policy, that an Employee who, due to
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Illness or Injury, cannot perform any duty of his or her
occupation or any occupation for which he or she is, or may
be, suited by education, training and experience, and is not,
in fact, engaged in any occupation for wage or profit. A
Dependent is totally disabled if he or she cannot engage in
the normal activities of a person in good health and of like
age and sex. The Employee or Dependent must be under
the regular care of a Practitioner.

[We, Us, Our and [Carrier] mean [Carrier].]
[You, Your and Yours mean the Employer.]
EMPLOYEE COVERAGE

Eligible Employees

Subject to the Conditions of Eligibility set forth below,
and to all of the other conditions of this Policy, all of the
Policyholder’s Employees who are in an eligible class will be
eligible if the Employees are Actively at Work Full-Time
Employees.

For purposes of this Policy, [Carrier] will treat partners,
proprietors and independent contractors like Employees if
they meet this Policy’s Conditions of Eligibility.

Conditions of Eligibility
Full-Time Requirement

[Carrier] will not insure an Employee unless the Employ-
ee is an Actively at Work Full-Time Employee.

Enrollment Requirement

[Carrier] will not insure the Employee until the Employee
enrolls and agrees to make the required payments, if any.
If the Employee does this within [30] days of the Employ-
ee’s Eligibility Date, coverage is scheduled to start on the
Employee’s Eligibility Date.

If the Employee enrolls and agrees to make the required
payments, if any:

a. more than [30] days after the Employee’s Eligibility
Date; or

b. after the Employee previously had coverage which
ended because the Employee failed to make a
required payment,

[Carrier] will consider the Employee to be a Late Enroll-
ee. Late Enrollees are subject to this Policy’s Pre-Existing
Conditions limitation.

However, if an Employee initially waived coverage under
this Policy, and the Employee stated at that time that such
waiver was because he or she was covered under another
group plan, and Employee now elects to enroll under this
Policy, [Carrier] will not consider the Employee to be a Late
Enrollee, provided the coverage under the other plan ends
due to one of the following events:
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termination of employment;

divorce;

death of the Employee’s spouse; or
termination of the other plan’s coverage.

e op

But, the Employee must enroll under this Policy within 90
days of the date that any of the events described above
occur. Coverage will take effect as of the date he or she
becomes eligible.

[The Waiting Period
This Policy has the following waiting periods:
Employees in an eligible class on the Effective Date, who

have completed at least [6] months of continuous Full-Time
service with the Employer by that date, are eligible for

insurance under this Policy from the Effective Date.

Employees in an eligible class on the Effective Date, who
have not completed at least [6] months of continuous Full-
Time service with the Employer by that date, are eligible for
insurance under this Policy from the day after Employees
complete [6] months of continuous Full-Time service.

Employees who enter an eligible class after the Effective
Date are eligible for insurance under this Policy from the
day after Employees complete [6] months of continuous
Full-Time service with the Employer.]

Multiple Employment

If an Employee works for both the Policyholder and a
covered Affiliated Company, or for more than one covered
Affiliated Company, [Carrier] will treat the Employee as if
only one firm Employs the Employee. And such an Em-
ployee will not have multiple coverage under this Policy.
But, if this Policy uses the amount of an Employee’s earn-
ings to set the rates, determine class, figure benefit amounts,
or for any other reason, such Employee’s earnings will be
figured as the sum of his or her earnings from all covered
Employers.

When Employee Coverage Starts

An Employee must be Actively at Work, and working his
or her regular number of hours, on the date his or her
coverage is scheduled to start. And he or she must have
met all the conditions of eligibility which apply to him or
her. If an Employee is not Actively at Work on the
scheduled Effective Date, [Carrier] will postpone the start of
his or her coverage until he or she returns to Active Work.

Sometimes, a scheduled Effective Date is not a regularly
scheduled work day. But an Employee’s coverage will start
on that date if he or she was Actively at Work, and working
his or her regular number of hours, on his or her last
regularly scheduled work day.
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The Employee must elect to enroll and agree to make the
required payments, if any, within [30] days of the Employ-
ee’s Eligibility Date. If he or she does this within [30] days
of the Employee’s Eligibility Date, his or her coverage is
scheduled to start on the Employee’s Eligibility Date. Such
Employee’s Eligibility Date is the scheduled Effective Date
of an Employee’s coverage.

When Employee Coverage Ends

An Employee’s insurance under this Policy will end on
the first of the following dates:

a. [the date] an Employee ceases to be an Actively at
Work Full-Time Employee for any reason. Such
reasons include disability, death, retirement, lay-off,
leave of absence, and the end of employment.

b. [the date] an Employee stops being an eligible
Employee under this Policy.

c. the date this Policy ends, or is discontinued for a
class of Employees to which the Employee belongs.

d. the last day of the period for which required pay-
ments are made for the Employee.

Also, an Employee may have the right to continue certain
group benefits for a limited time after his or her coverage
would otherwise end. This Policy’s benefits provisions ex-
plain these situations. Read this Policy’s provisions careful-

ly.
DEPENDENT COVERAGE
Eligible Dependents for Dependent Health Benefits

An Employee’s eligible Dependents are the Employee’s:

a. legal spouse;
b. unmarried Dependent children who are under age
19; and

c. unmarried Dependent children, from age 19 until
their 23rd birthday, who are enrolled as full-time
students at accredited schools. Full-time students
will be as defined by the accredited school.

A Dependent is not a person who is:

a. on active duty in any armed forces of any country;
or

b. insured for coverage under this Policy as an Em-
ployee.

Under certain circumstances, an incapacitated child is also
a Dependent. See the Incapacitated Children section of
this Policy.

An Employee’s ‘“unmarried Dependent child” includes:

a. his or her legally adopted children,
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b. his or her step-children if such step-children de-
pend on the Employee for most of their support
and maintenance, and

c. children under a court appointed guardianship.

[Carrier] treats a child as legally adopted from the time
the child is placed in the home for purpose of adoption.
[Carrier] treats such a child this way whether or not a final
adoption order is ever issued.

Incapacitated Children

An Employee may have an unmarried child with a mental
or physical incapacity, or developmental disability, who is
incapable of earning a living. Subject to all of the terms of
this section and this Policy, such a child may stay eligible for
Dependent health benefits past this Policy’s age limit.

The child will stay eligible as long as the child stays
unmarried and incapable of earning a living, if:

a. the child’s condition started before he or she
reached this Policy’s age limit;

b. the child became insured by this Policy or any other
policy before the child reached the age limit, and
stayed continuously insured after reaching such lim-
it; and

c. the child depends on the Employee for most of his
or her support and maintenance.

But, for the child to stay eligible, the Employee must send
[Carrier] written proof that the child is incapacitated and
depends on the Employee for most of his or her support
and maintenance. The Employee has 31 days from the date
the child reaches the age limit to do this. [Carrier] can ask
for periodic proof that the child’s condition continues. But,
after two years, [Carrier] cannot ask for this more than once
a year,

The child’s coverage ends when the Employee’s does.
Enrollment Requirement

An Employee must enroll his or her eligible Dependents
in order for them to be covered under this Policy. [Carrier]
considers an eligible Dependent to be a Late Enroliee, if the
Employee:

a. enrolls a Dependent and agrees to make the re-
quired payments more than [30] days after the
Dependent’s Eligibility Date;

b. in the case of a Newly Acquired Dependent, other
than the first newborn child, has other eligible
Dependents who the Employee has not elected to
enroll; or

c. in the case of a Newly Acquired Dependent, has
other eligible Dependents whose coverage previous-
ly ended because the Employee failed to make the
required contributions, or otherwise chose to end
such coverage.
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Late Enrollees are subject to this Policy’s Pre-Existing
Conditions limitations section, if any applies.

If the Employee’s dependent coverage ends for any rea-
son, including failure to make the required payments, his or
her Dependents will be considered Late Enrollees when
their coverage begins again.

However, if the Employee previously waived coverage for
the Employee’s spouse or eligible Dependent children under
this Policy and stated at that time that such waiver was
becausé they were covered under another group plan, and
the Employee now elects to enroll them in this Policy, the
Dependent will not be considered a Late Enrollee, provided
the Dependent’s coverage under the other plan ends due to
one of the following events:

a. termination of employment;
b. divorce;
c. death of the Employee’s spouse; or

d. termination of the other plan’s coverage.

But, the Employee’s spouse or eligible Dependent chil-
dren must be enrolled by the Employee within 90 days of
the date that any of the events described above occur.
Coverage will take effect as of the date one of the above
events occurs.

And, [Carrier] will not consider an Employee’s spouse or
eligible Dependent children for which the Employee initially
waived coverage under this Policy, to be a Late Enrollee, if:

a. the Employee is under legal obligation to provide
coverage due to a court order; and

b. the Employee’s spouse or eligible Dependent chil-
dren are enrolled by the Employee within 30 days
of the issuance of the court order.

Coverage will take effect as of the date required pursuant
to a court order.

When Dependent Coverage Starts

In order for an Employee’s dependent coverage to begin
the Employee must already be insured for Employee cover-
age or enroll for Employee and Dependent Coverage at the
same time. Subject to the exception stated below and to all
of the terms of this Policy, the date an Employee’s depen-
dent coverage starts depends on when the Employee elects
to enroll the Employee’s Initial Dependents and agrees to
make any required payments.

If the Employee does this within [30] days of the Depen-

dent’s Eligibility Date, the Dependent’s Coverage is sched-
uled to start on the later of:

a. the Dependent’s Eligibility Date, or

b. the date the Employee becomes insured for Em-
ployee coverage.

If the Employee does this more than [30] days after the
Dependent’s Eligibility Date, [Carrier] will consider the
Dependent a Late Enrollee. Coverage is scheduled to start
on the later of:

a. the date the Employee signs the enrollment form;
or

b. the date the Employee becomes insured for Em-
ployee coverage.

Once an Employee has dependent coverage for Initial
Dependents, the Employee must notify [Carrier] of a Newly
Acquired Dependent within [30] days after the Dependent’s
Eligibility Date. If the Employee does not, the Newly
Acquired Dependent is a Late Enrollee.

A Newly Acquired Dependent other than a newborn child
will be covered from the later of:

a. the date the Employee notifies [Carrier] and agrees
to make any additional payments, or

b. the Dependent’s Eligibility Date for the Newly
Acquired Dependent.

Exception: If a Dependent, other than a newborn child, is
confined to a Hospital or other health care Facility; or is
home confined on the date the Employee’s Dependent
health benefits would otherwise start, [Carrier] will postpone
the Effective Date of such benefits until the later of: the
day after the Dependent’s discharge from such Facility or
until home confinement ends.

Newborn Children

[Carrier] will cover an Employee’s newborn child for 31
days from the date of birth. Health benefits may be
continued beyond such 31 day period as stated below:

a. If the Employee is already covered for Dependent
child coverage on the date the child is born, cover-
age automatically continues beyond the initial 31
days, provided the premium required for Depen-
dent child coverage continues to be paid.

b. If the Employee is not covered for Dependent child
coverage on the date the child is born, the Employ-
ee must:

® make written request to enroll the newborn child;
and

®pay the premium required for Dependent child
coverage within 31 days after the date of birth.

If the request is not made and the premium is not paid
within such 31 day period, the newborn child will be a Late
Enrollee.
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When Dependent Coverage Ends:

A Dependent’s insurance under this Policy will end on the
first of the following dates:

a. [the date] Employee coverage ends;

b. the date the Employee stops being a member of a
class of Employees eligible for such coverage;

c. the date this Policy ends;

d. the date Dependent coverage is terminated from
this Policy for all Employees or for an Employee’s
class.

e. the date an Employee fails to pay any required part
of the cost of Dependent coverage. It ends on the
last day of the period for which the Employee made
the required payments, unless coverage ends_earlier
for other reasons.

f. at 12:01 a.m. on the date the Dependent stops being
an eligible Dependent.

Read this Policy carefully if Dependent coverage ends for
any reason. Dependents may have the right to continue
certain group benefits for a limited time. And divorced
spouses have conversion rights.

PREFERRED PROVIDER ORGANIZATION PROVI-
SIONS

The Employer, XYZ Health Care Network, and the [Carri-
er]

This Policy encourages a Covered Person to use services
provided by members of [XYZ Health Care Network a
Preferred Provider Organization (PPO).] A PPO is a net-
work of health care providers located in the Covered Per-
son’s geographical area. In addition to an identification
card, the Covered Person will periodically be given up-to-
date lists of [XYZ Health Care Network] preferred provid-
ers.

Use of the network is strictly voluntary, but [Carrier]
generally pays a higher level of benefits for most covered
services and supplies furnished to a Covered Person by
[XYZ Health Care Network]. Conversely, [Carrier] general-
ly pays a lower level of benefits when covered services and
supplies are not furnished by [XYZ Health Care Network]
(even if an [XYZ Health Care Network] Practitioner orders
the services and supplies). Of course, a Covered Person is
always free to be treated by any Practitioner or Facility.
And, he or she is free to change Practitioners or Facilities at
any time.

A Covered Person may use any [XYZ Health Care Net-
work] Provider. He or she just presents his or her [XYZ
Health Care Network] identification card to the [XYZ
Health Care Network] Practitioner or Facility furnishing
covered services or supplies. Most [XYZ Health Care
Network] Practitioners and Facilities will prepare any neces-
sary claim forms for him or her, and submit the forms to
[Carrier]. The Covered Person will receive an explanation of
any insurance payments made by this Policy. And if there is
any balance due, the [XYZ Health Care Network] Practi-
tioner or Facility will bill him or her directly.
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This Policy also has utilization review features. See the
Utilization Review Features section for details.

What [Carrier] pays is subject to all the terms of this
Policy. The Employee should read his or her certificate
carefully and keep it available when consulting a Practition-
er.

See the Schedule for specific benefit levels, payment rates
and payment limits.

If an Employee has any questions after reading his or her
Certificate, he or she should call [Carrier] [Group Claim
Office at the number shown on his or her identification
card].

[Note: Used only if coverage is offered as a PPO.]
POINT OF SERVICE PROVISIONS
Definitions

a. Primary Care Practitioner (PCP) means the Practition-
er the Covered Person selects to supervise and coordinate
his or her health care in the [XYZ] Provider Organization.
[Carrier] will supply a list of PCPs who are members of the
[XYZ] Provider Organization to the Covered Person.

b. Provider Organization (PO) means a network of health
care Providers located in a Covered Person’s Service Area.

c. Network Benefits means the benefits shown in the
Schedule which are provided if the Primary Care Practition-
er provides care, treatment, services, and supplies to the
Covered Person or if the Primary Care Practitioner refers

- the Covered Person to another Provider for such care,

treatment, services, and supplies.

d. Out-Network Benefits mean the benefits shown in the
Schedule which are provided if the Primary Care Practition-
er does not authorize the care, treatment, services, and
supplies.

€. Service Area means the geographical area which is
served by the Practitioners in the [XYZ] Provider Organiza-
tion.
Provider Organization (PO)

The Provider Organization for this Policy is the [XYZ]
Provider Organization. This Policy requires that the Cov-

ered Person use the services of a PCP, or be referred for
services by a PCP, in order to receive Network Benefits.

The Primary Care Practitioner (PCP)

The PCP will supervise and coordinate the Covered Per-
son’s health care in the [XYZ] PO. The PCP must autho-
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rize all services and supplies. In addition, he or she will
refer the Covered Person to the appropriate Practitioner
and Facility when Medically Necessary and Appropriate.
The Covered Person must obtain an authorized referral
from his or her PCP before he or she visits another Practi-
tioner or Facility. Except in case of a Medical Emergency,
if the Covered Person does not comply with these require-
ments, he or she may only be eligible for Out-Network
Benefits, :

[Carrier] provides Network Benefits for covered services
and supplies furnished to a Covered Person when autho-
rized by his or her PCP. [Carrier] pays Out-Network
Benefits when covered services and supplies are not autho-
rized by the PCP. If services or supplies are obtained from
[XYZ] Providers, but they are not authorized by the PCP,
the Covered Person may only be eligible for Out-Network
Benefits.

A Covered Person may change his or her PCP to another
PCP [once per month]. He or she may select another PCP
from the list of Practitioners, and notify [XYZ] PO by
[phone or in writing].

When a Covered Person uses the services of a PCP, he or
she must present his or her ID card and pay the Co-
Payment. When a Covered Person’s PCP refers him or her
to another [XYZ] PO Provider, the Covered Person must
pay the Co-Payment to such Provider. [Most [XYZ] PO
Practitioners will prepare any necessary claim forms and
submit them to [Carrier].]

[Once per calendar year, a female Covered Person may
use the services of a [XYZ] PO gynecologist for a routine
exam, without referral from her PCP. She must obtain
authorization from her PCP for any services beyond a
routine exam and tests.]

Out-Network Services

If a Covered Person uses the services of a Provider
without having been referred by his or her PCP, he or she
will not be eligible for Network Benefits. For services
which have not been referred by the Covered Person’s PCP,
whether provided by an [XYZ] PO Provider or otherwise,
the Covered Person may only be eligible for Out-Network
Benefits.

Emergency Services

If a Covered Person requires services for a Medical
Emergency which occurs inside the PO Service Area, he or
she must notify and obtain authorization from his or her
PCP within 48 hours or as soon as reasonably possible
thereafter.
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Emergency room visits to PO Facilities are subject to a
Co-Payment, and such visits must be retrospectively re-
viewed [by the PCP]. [Carrier] will waive the emergency
room Co-Payment if the Covered Person is hospitalized
within 24 hours of the visit.

If a Covered Person requires services for a Medical
Emergency outside the PO Service Area, the PCP must be
notified within 48 hours or as soon as reasonably possible
thereafter. Follow-up care is limited to the medical care
necessary before the Covered Person can return to the PO
Service Area.

Utilization Review

This Policy has utilization features. See the Utilization
Review Features section of this Policy.

Benefits

The Schedule shows Network Benefits, Out-Network
Benefits, and Co~Payments applicable to the Point of Ser-
vice arrangement.

What [Carrier] pays is subject to all the terms of this
Policy.

[Note: Used only if coverage is issued as POS.]
HEALTH BENEFITS INSURANCE

This health benefits insurance will pay many of the medi-
cal expenses incurred by a Covered Person.

Note: [Carrier] payments will be reduced or eliminated if
a Covered Person does not comply with the Utilization
Review and Pre-Approval requirements contained in this
Policy.

BENEFIT PROVISION
The Cash Deductible

Each Calendar Year, each Covered Person must have
Covered Charges that exceed the Cash Deductible before
[Carrier] pays any benefits to that person. The Cash De-
ductible is shown in the Schedule. The Cash Deductible
cannot be met with Non-Covered Charges. Only Covered
Charges incurred by the Covered Person while insured by
this Policy can be used to meet this Cash Deductible.

Once the Cash Deductible is met, [Carrier] pays benefits
for other Covered Charges above the Cash Deductible
incurred by that Covered Person, less any applicable Co~
Insurance or Co-Payments, for the rest of that Calendar
Year. But all charges must be incurred while that Covered
Person is insured by this Policy. And what [Carrier] pays is
based on all the terms of this Policy.
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Family Deductible Limit

This Policy has a family deductible limit of two Cash
Deductibles for each Calendar Year. Once two Covered
Persons in a family meet their individual Cash Deductibles
in a Calendar Year, [Carrier] pays benefits for other Cov-
ered Charges incurred by any member of the covered family,
less any applicable Co-Insurance or Co-Payments, for the
rest of that Calendar Year. What [Carrier] pays is based on
all the terms of this Policy.

[Coinsured Charge Limit

The Coinsured Charge Limit is the amount of Covered
Charges a Covered Person must incur each Calendar Year
before no Co-Insurance is required.]

Payment Limits

[Carrier] limits what [Carrier] will pay for certain types of
charges. [Carrier] also limits what [Carrier] will pay for all
Illness or Injuries for each Covered Person’s Per Lifetime.
See the Schedule for these limits.

Benefits From Other Plans

The benefits [Carrier] will pay may be affected by a
Covered Person being covered by 2 or more plans or
policies. Read the provision Coordination of Benefits to
see how this works.

The benefits [Carrier] will pay may also be affected by
Medicare. Read the Medicare as Secondary Payor section
for an explanation of how this works.

If This Plan Replaces Another Plan

The Employer who purchased this Policy may have pur-
chased it to replace a plan the Employer had with some
other insurer.

The Covered Person may have incurred charges for cov-
ered expenses under the Employer’s old plan before it
ended. If so, these charges will be used to meet this
Policy’s Cash Deductible if:

a. the charges were incurred during the Calendar
Year in which this Policy starts;

b. this Policy would have paid benefits for the charges,
if this Policy had been in effect;

c. the Covered Person was covered by the old plan
when it ended and enrolled in this Policy on its
Effective Date; and

d. this Policy starts right after the old plan ends.

The Covered Person may have satisfied part of the eligi-
bility waiting period under the Employer’s old plan before it
ended. If so, the time satisfied will be used to satisfy this
Policy’s eligibility waiting period if:

a. the Employee was employed by the Employer on
the date the Employer’s old plan ended; and
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b. this Policy starts right after the old plan ends.

Extended Health Benefits

If this Policy ends, and a Covered Person is Totally
Disabled on such date, and under a Practitioner’s care,
[Carrier] will extend health benefits for that person under
this Policy as explained below. This is done at no cost to
the Covered Person.

[Carrier] will only extend benefits for Covered Charges
due to the disabling condition. The charges must be in-
curred before the extension ends. And what [Carrier] will
pay is based on all the terms of this Policy.

[Carrier] does not pay for charges due to other condi-
tions. And [Carrier] does not pay for charges incurred by
other covered family members.

The extension ends on the earliest of:

a. the date the Total Disability ends; or

b. one year from the date the person’s insurance
under this Policy ends; or

c. the date the person has reached the payment limit
for his or her disabling condition.

The Employee must submit evidence to [Carrier] that he
or she or his or her Dependent is Totally Disabled, if
[Carrier] requests it.

COVERED CHARGES

This section lists the types of charges [Carrier] will consid-
er as Covered Charges. But what [Carrier] will pay is
subject to all the terms of this Policy. Read the entire
Policy to find out what [Carrier] limits or excludes.

Charges while Hospitalized

[Carrier] covers charges incurred while a Covered Person
is an Inpatient in a Hospital up to 30 days per Covered
Person per Calendar Year. Covered Charges are as fol-
lows:

Hospital room and board
Routine Nursing Care
Prescription Drugs

Blood transfusions
Infusion Therapy
Chemotherapy

Radiation Therapy

Medically Necessary and Appropriate Hospital ser-
vices and supplies provided to the Covered Person
during the Inpatient confinement.

F® o pe op

[Carrier] limits what it pays for each day to the room and
board limit shown in the Schedule.
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If a Covered Person incurs charges as an Inpatient in a
Special Care Unit, [Carrier] covers the charges the same
way [Carrier] covers charges for any Illness.

[Carrier] will also cover Outpatient Hospital services.

Any charges in excess of the Hospital semi-private daily
room and board limit are a Non-Covered Charge. This
Policy’s utilization review features have penalties for non-
compliance that may reduce what [Carrier] pays for Hospital
charges.

Note: [Carrier] covers charges for Inpatient Hospital care
up to 30 days per Covered Person per Calendar Year. Such
30 Inpatient days may be exchanged for other types of care,
as explained in the Extended Care or Rehabilitation
Charges, Home Health Care Charges and Hospice Charges
sections.

Hospital Co-Payment Requirement

Each time a Covered Person is confined in a Hospital, he
or she must pay a $250 Co-Payment for each day of
confinement, up to a maximum of $1,250 per Period of
Confinement, subject to a maximum $2,500 Co-Payment pe
Calendar Year. :

Testing Charges

{Carrier] covers x-ray and laboratory tests needed for a
planned Hospital admission or Surgery. [Carrier] only cov-
ers these tests if, the tests are done on an Outpatient basis
within seven days of the planned admission or Surgery.

However, [Carrier] will not cover tests that are repeated
after admission or before Surgery, unless the admission or
Surgery is deferred solely due to a change in the Covered
Person’s health.

X-ray and laboratory tests which are not performed in
connection with a planned Hospital admission or Surgery
are Non-Covered Charges.

Extended Care or Rehabilitation Charges .

Subject to [Carrier’s] Pre-~Approval, when Extended Care
and Rehabilitation care can take the place of Inpatient

Hospital care, [Carrier] covers such care provided to a -

Covered Person on an Inpatient basis in an Extended Care
Center or Rehabilitation Center. Each 2 days of Extended
‘Care and Rehabilitation Charges will reduce the number of
Inpatient Hospital days available to a Covered Person by 1
day. Charges above the daily room and board limit are a
Non-Covered Charge.

And [Carrier] covers all other Medically Necessary and
Appropriate services and supplies provided to a Covered
Person during the confinement. But the confinement must:

a. start within 14 days of a Hospital stay; and
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b. be due to the same or a related condition that
necessitated the Hospital stay.

Extended Care or Rehabilitation charges which are not
Pre-Approved by [Carrier] are Non-Covered Charges.

Home Health Care Charges

Subject to [Carrier’s] Pre-Approval, when Home Health
Care can take the place of Inpatient Hospital care, [Carrier]
covers such care furnished to a Covered Person under a
written home health care plan. Each 2 days of Home
Health Care will reduce the number of Inpatient Hospital
days available to a Covered Person by 1 day. [Carrier]
covers all Medically Necessary and Appropriate services or
supplies, such as:

a. Routine Nursing Care (furnished by or under the
supervision of a registered Nurse);

physical therapy;

occupational therapy;

medical social work;

nutrition services;

speech therapy;

home health aide services;

medical appliances and equipment, drugs and med-
ications, laboratory services and special meals; and

i. any Diagnostic or therapeutic service, including sur-
gical services performed in a Hospital Outpatient
department, a Practitioner’s office or any other
licensed health care Facility, provided such service
would have been covered under the Policy if per-
formed as Inpatient Hospital services. But, pay-
ment is subject to all of the terms of this Policy and
to the following conditions:

a. The Covered Person’s Practitioner must certify
that home health care is needed in place of
Inpatient care in a recognized Facility.

b. The services and supplies must be:
- ®ordered by the Covered Person’s Practitioner;

F®moe oo o

®included in the home health care plan; and

® furnished by, or coordinated by, a Home Health
Agency according to the written home health
care plan.

The services and supplies must be furnished by
recognized health care professionals on a
part-time or intermittent basis, except when
full-time or 24 hour service is needed on a
short-term basis.

¢. The home health care plan must be set up in
writing by the Covered Person’s Practitioner
within 14 days after home health care starts.
And it must be reviewed by the Covered Person’s
Practitioner at least once very 60 days.
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d. Each visit by a home health aide, Nurse, or other
" recognized Provider whose services are autho-
rized under the home health care plan can last
up to four hours.

e. [Carrier] does not pay for:

® services furnished to family members, other than
the patient; or

® services and supplies not included in the home
health care plan.

Home Health Care charges which are not Pre-Approved
by [Carrier] are Non-Covered Charges.

Practitioner’s Charges for Non-Surgical Care and Treat-
ment

[Carrier] covers Practitioner’s charges for the Medically
Necessary and Appropriate non-surgical care and treatment
of an Illness or Injury which are incurred while the Covered
Person is an Inpatient in a Hospital.

Practitioner’s Charges for Surgery

[Carrier] covers Practitioner’s charges for Medically Nec-
essary and Appropriate Surgery. [Carrier] does not pay for
cosmetic Surgery.

Second Opinion Charges

[Carrier] covers Practitioner’s charges for a second opin-
ion and charges for related x-rays and tests when a Covered
Person is advised to have Surgery or enter a Hospital. If
the second opinion differs from the first, [Carrier] covers
charges for a third opinion. [Carrier] covers such charges if
the Practitioners who give the opinions:

a. are board certified and qualified, by reason of their
specialty, to give an opinion on the proposed Sur-
gery or Hospital admission;

b. are not business associates of the Practitioner who
recommended the Surgery; and

c. in the case of a second surgical opinion, they do not
perform the Surgery if it is needed.

Ambulatory Surgical Center Charges

[Carrier] covers charges made by an Ambulatory Surgical
“Center in connection with covered Surgery.

Hospice Care Charges

Subject to [Carrier] Pre-Approval, when Hospice Care
can take the place of Inpatient Hospital Care, [Carrier]
covers charges made by a Hospice for palliative and sup-
portive care furnished to a terminally ill or terminally
injured Covered Person under a Hospice care program.
Each 2 days of Hospice Care will reduce the number of
Inpatient Hospital days available to a Covered Person by 1
day.
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“Palliative and supportive care” means care and support
aimed mainly at lessening or controlling pain or symptoms;
it makes no attempt to cure the Covered Person’s terminal
Illness or terminal Injury.

“Terminally ilI” or “terminally injured” means that the
Covered Person’s Practitioner has certified in writing that
the Covered Person’s life expectancy is six months or less.

Hospice care must be furnished according to a written
“hospice care program”. A ‘“hospice care program” is a
coordinated program with an interdisciplinary team for
meeting the special needs of the terminally ill or terminally
injured Covered Person. It must be set up and reviewed
periodically by the Covered Person’s Practitioner.

Under a Hospice care program, subject to all the terms of
this Policy, [Carrier] covers any services and supplies includ-
ing Prescription Drugs, to the extent they are otherwise
covered by this Policy. Services and supplies may be fur-
nished on an Inpatient or Outpatient basis.

The services and supplies must be:

needed for palliative and supportive care;
ordered by the Covered Person’s Practitioner;
included in the Hospice care program; and
furnished by, or coordinated by a Hospice.

aoop

[Carrier] does not pay for:

a. services and supplies provided by volunteers or
others who do not regularly charge for their ser-
vices;

b. funeral services and arrangements;

c. legal or financial counseling or services; or

d. treatment not included in the Hospice care plan.

Hospice Care charges which are not Pre-Approved by
[Carrier] are Non—-Covered Charges.

Pregnancy

" This Policy pays for pregnancies the same way [Carrier]
would cover an Illness. The charges [Carrier] covers for a
newborn child are explained [on the next page.]

Birthing Center Charges

[Carrier] covers Birthing Center charges made by a Prac-
titioner for pre-natal care, delivery, and post partum care in
connection with a Covered Person’s pregnancy. [Carrier]
covers charges up to the daily room and board limit for
room and board shown in the Schedule when Inpatient care
is provided to a Covered Person by a Birthing Center. But
charges above the daily room and board limit are a Non-
Covered Charge.

[Carrier] covers all other Medically Necessary and Appro-
priate services and supplies during the confinement.
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Benefits for a Covered Newborn Child

[Carrier] covers charges for the child’s routine nursery
care while he or she is in the Hospital or a Birthing Center.
Charges are covered up to a maximum of 7 days following
the date of birth. This includes:

a. nursery charges;

b. charges for routine Practitioner’s examinations and
tests; and

c. charges for routine procedures, like circumcision.

Subject to all of the terms of this Policy, [Carrier] covers
the care and treatment of a covered newborn child if he or
she is Ill, Injured, premature, or born with a congenital birth
defect.

Anesthetics
[Carrier] covers anesthetics and their administration.
COVERED CHARGES WITH SPECIAL LIMITATIONS

The following “Pre-Existing Conditions” and “Continuity
of Coverage” provisions only apply to Policies issued to
Employers of at least two but not more than five Employees.
These provisions also apply to “Late Enrollees” under the
Policies issued to any Small Employer. However, this
provision does not apply to Late Enrollees if 10 or more
Late Enrollees request enrollment during any [30] day
enrollment period provided for in this Policy. See this
Policy’s EMPLOYEE COVERAGE and DEPENDENT COV-
ERAGE sections to determine if a Covered Person is a Late
Enrollee. The “Pre-existing Conditions” provision does not
apply to a Dependent who is an adopted child or who is a
child placed for adoption if the Employee enrolls the De-
pendent and agrees to make the required payments within
[30] days after the Dependent’s Eligibility Date.

Pre-Existing Conditions

A Pre-Existing Condition is an Illness or Injury which
manifests itself in the six months before a Covered Person’s
coverage under this Policy starts, and for which:

a. a Covered Person sees a Practitioner, takes Pre-

scribed Drugs, receives other medical care or treat-
ment or had medical care or treatment recom-
mended by a Practitioner in the six months before
his or her coverage starts; or

'b. an ordinarily prudent person would have sought
medical advice, care or treatment in the six months
before his or her coverage starts.

A pregnancy which exists on the date a Covered Person’s
coverage starts is also a Pre-Existing Condition.

[Carrier] does not pay benefits for charges for Pre-
Existing Conditions until the Covered Person has been
continuously covered by this Policy for 180 days.
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This limitation does not affect benefits for other unrelat-
ed conditions, or birth defects in a covered Dependent child.
And [Carrier] waives this limitation for a Covered Person’s
Pre—Existing Condition if the condition was payable under
another [Carrier] group plan which insured the Covered
Person right before the Covered Person’s coverage under
this Policy started. The next section shows other excep-

" tions.

Continuity of Coverage

A new Covered Person may have been covered under a
previous employer group health benefits plan prior to en-
rollment in this Policy. When this happens, [Carrier] gives
credit for the time he or she was covered under the previous
plan to determine if a condition is Pre-Existing. [Carrier]
goes back to the date his or her coverage under the previous
plan started. But the Employee’s active Full-Time service
with the Employer must start within 90 days of the date his
or her coverage under the previous plan ended. And the
person must sign and complete his or her enrollment form
within 30 days of the date the Employee’s active Full-Time
service begins. Any condition arising between the date his
or her coverage under the previous plan ends and the date
his or her coverage under this Policy starts is Pre-Existing.
[Carrier] does not cover any charges actually incurred be-
fore the person’s coverage under this Policy starts. If the
Employer has included an eligibility waiting period in this
Policy, an Employee must still meet it, before becoming
insured.

Private Duty Nursing Care

[Carrier] only covers charges by a Nurse for Medically
Necessary and Appropriate private duty nursing care, if such
care is authorized as part of a home health care plan,
coordinated by a Home Health Agency, and covered under
the Home Health Care Charges section. Any other charges
for private duty nursing care are a Non—Covered Charge.

Therapy Services

Therapy Services mean the following services or supplies,
ordered by a Practitioner and used to treat, or promote
recovery from, an Injury or Illness:

[Carrier] covers the Therapy Services listed below when
provided on either an Inpatient or on an Outpatient basis.

a. Chemotherapy—the treatment of malignant disease
by chemical or biological antineoplastic agents.

b. Radiation Therapy—the treatment of disease by x-

ray, radium, cobalt, or high energy particle sources. Ra-
diation therapy includes rental or cost of radioactive
materials. Diagnostic Services requiring the use of radio-
active materials are not radiation therapy.

[Carrier] covers the therapy Services listed below but
only when provided on an Inpatient basis.
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c. Chelation Therapy—means the administration of
drugs or chemicals to remove toxic concentrations of
metals from the body.

d. Respiration Therapy—the introduction of dry or
moist gases into the lungs.

e. Cognitive Rehabilitation Therapy—the retraining of
the brain to perform intellectual skills which it was able to
perform prior to disease, trauma, Surgery or previous
therapeutic process; or the training of the brain to per-
form intellectual skills it should have been able to per-
form if there were not a congenital anomaly.

f. Speech Therapy—treatment for the correction of a
speech impairment resulting from Illness, Surgery, Injury,
congenital anomaly, or previous therapeutic processes.

Coverage for Cognitive Rehabilitation Therapy and
Speech Therapy, combined, is limited to 30 visits per
Calendar Year.

g. Occupational Therapy—treatment to restore a phys-
ically disabled person’s ability to perform the ordinary
tasks of daily living.

h. Physical Therapy—the treatment by physical means
to relieve pain, restore maximum function, and prevent
disability following disease, Injury or loss of limb.

Coverage for Occupational Therapy and Physical Ther-
apy, combined, is limited to 30 visits per Calendar Year.

i. Infusion Therapy—the administration of antibiotic,
nutrients, or other therapeutic agents by direct infusion.

PREVENTIVE CARE

[Carrier] covers charges for routine physical examinations
including related laboratory tests and x-rays. [Carrier] also
covers charges for immunizations and vaccines, well baby
care, pap smears, mammography and screening tests. But
[Carrier] limits what [Carrier] pays each Calendar Year to
$100 per Covered Person $300 per Covered Family.

IMPORTANT NOTICE

[This Policy has utilization review features. Under these
features, [ABC—Systems, a health care review organization)]
reviews Hospital admissions and Surgery performed outside
of a Practitioner’s office [for Carrier]. These features must
be complied with if a Covered Person:

a. is admitted as an Inpatient to a Hospital, or

b. is advised to enter a Hospital or have Surgery
performed outside of a Practitioner’s office. If a
Covered Person does not comply with these utiliza-
tion review features, he or she will not be eligible
for full benefits under this Policy. See the Utiliza-
tion Review Features section for details.]

[This Policy has alternate treatment features. Under
these features, [DEF, a Case Coordinator] reviews a Cov-
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ered Person’s medical needs in clinical situations with the
potential for catastrophic claims to determine whether alter-
native treatment may be available and appropriate. See the
Alternate Treatment Features section for details.]

[This Policy has centers of excellence features. Under
these features, a Covered Person may obtain necessary care
and treatment from Providers with whom [Carrier] has
entered into agreements. See the Centers of Excellence
Features section for details.]

[What [Carrier] pays is subject to all of the terms of this
Policy. Read this Policy carefully and keep it available
when consulting a Practitioner.

If an Employee has any questions after reading this Policy
he or she should [call The Group Claim Office at the
number shown on his or her identification card.]

This Policy is not responsible for medical or other results
arising directly or indirectly from the Covered Person’s
participation in these Utilization Review Features.]

[UTILIZATION REVIEW FEATURES

Important Notice: If a Covered Person does not comply with
this Policy’s utilization review features, he or she will not be
eligible for full benefits under this Policy.

Compliance with this Policy’s utilization review features
does not guarantee what [Carrier] will pay for Covered
Charges. What [Carrier] pays is based on:

a. the Covered Charges actually incurred;

b. the Covered Person being eligible for coverage
under this Policy at the time the Covered Charges
are incurred; and

c. the Cash Deductible, Co-Payment and Co-Insur-
ance provisions, and all of the other terms of this
Policy.

Definitions

“Hospital admission” means admission of a Covered Per-
son to a Hospital as an Inpatient for Medically Necessary
and Appropriate care and treatment of an Illness or Injury.

[Carrier] calls a Hospital admission or Surgery “emergen-
cy” if, after an evaluation of the Covered Person’s condition,
the attending Practitioner determines that failure to make
the admission or perform the Surgery immediately would
pose a serious threat to the Covered Person’s life or health.
A Hospital admission or Surgery made or performed for the
convenience of Practitioners or patients is not an emergen-

cy.

By “covered professional charges for Surgery” [Carrier]
means Covered Charges that are made by a Practitioner for
performing Surgery. Any surgical charge which is not a
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Covered Charge under the terms of this Policy is not
payable under this Policy.

“Regular working day” means [Monday through Friday

from 9 a.m. to 9 p.m. Eastern Time,] not including legal
holidays.

Grievance Procedure

If a Covered Person is not satisfied with a utilization
review decision, the Covered Person or the Covered Per-

son’s Practitioner may appeal such decision by calling

[ABC]. A Nurse reviewer will collect any additional medical
information required and submit the case to a second [ABC]
medical review physician. This physician will discuss the
case with the physician reviewer who made the initial deci-
sion. The second medical review physician will then discuss
the case with the Covered Person’s Practitioner. The Cov-
ered Person’s Practitioner is then notified of the appeal’s
recommendation and referred to the [Carrier] for any fur-
ther appeals.]]

[REQUIRED HOSPITALV STAY REVIEW

Important Notice: If a Covered Person does not comply with
these Hospital stay review features, he or she will not be eligible
for full benefits under this Policy.

Notice of Hospital Admission Required

[Carrier] requires notice of all Hospital admissions. The
times and manner in which the notice must be given is
described below. When a Covered Person does not comply
with the requirements of this section [Carrier] reduces what
it pays for covered Hospital charges as a penaity.

Pre~-Hospital Review

All non-emergency Hospital admissions must be reviewed
by [ABC] before they occur. The Covered Person or the
Covered Person’s Practitioner must notify [ABC] and re-
quest a pre-hospital review. [ABC] must receive the notice
and request as soon as possible before the admission is
scheduled to occur. For a maternity admission, a Covered
Person or his or her Practitioner must notify [ABC] and
request a pre-hospital review at least [60 days] before the
expected date of delivery, or as soon as reasonably possible.

When [ABC] receives the notice and request, [they] eval-
uate:

a. the Medical Necessity and Appropriateness of the
Hospital admission,;
b. the anticipated length of stay; and

c. the appropriateness of health care alternatives, like
home health care or other out-patient care.

[ABC] notifies the Covered Person’s Practitioner, [by
phone, of the outcome of their review. And [they] confirm
the outcome of [their] review in writing.]

5-15-95

If [ABC] authorizes a Hospital admission, the authoriza-
tion is valid for:

a. thé specified Hospital;
b. the named attending Practitioner; and
c. the authorized length of stay.

The authorization becomes invalid and the Covered Per-
son’s admission must be reviewed by [ABC] again if:

a. he or she enters a Facility other than the specified
Facility,

b. he or she changes attending Practitioners; or

c. more than [60 days] elapse between the time he or
she obtains authorization and the time he or she
enters the Hospital, except in the case of a materni-
ty admission.

Emergency Admission

[ABC] must be notified of all emergency admission by
phone. This must be done by the Covered Person or the
Covered Person’s Practitioner no later than the end of the
next regular working day, or as soon as possible after th
admission occurs, :

When [ABC] is notified [by phone,] they require the
following information:

a. the Covered Person’s name, social security number
and date of birth;

the Covered Person group plan number;

the reason for the admission;

the name and location of the Hospital;

when the admission occurred; and

the name of the Covered Person’s Practitioner.

oo o

Continued Stay Review

The Covered Person, or his or her Practitioner, must
request a continued stay review for any emergency admis-
sion. This must be done at the time [ABC] is notified of
such admission.

The Covered Person, or his or her Practitioner, must also
initiate a continued stay review whenever it is Medically
Necessary and Appropriate to change the authorized length
of a Hospital stay. This must be done before the end of the
previously authorized length of stay.

[ABC] also has the right to initiate a continued stay
review of any Hospital admission. And [ABC] may contact
the Covered Person’s Practitioner or Hospital by phone or
in writing.

In case of an emergency admission, the continued stay
review evaluates:

a. the Medical Necessity and Appropriateness of the
Hospital admission;
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b. the anticipated length of stay; and
c. the appropriateness of health care alternatives.

In all other cases, the continued stay review evaluates:

a. the Medical Necessity and Appropriateness of ex-
tending the authorized length of stay; and ‘

b. the appropriateness of health care alternatives.

[ABC] notifies the Covered Person’s Practitioner [by
phone, of the outcome of the review. And [ABC] confirms
the outcome of the review in writing.] The notice always
includes any newly authorized length of stay.

Penalties for Non-Compliance

In the case of a non-emergency Hospital admission, as a
penalty for non-compliance, [[Carrier] reduces what it pays
for covered Hospital charges, by 50%)] if:

a. the Covered Person does not request a pre-hospital
review; or

b. the Covered Person does not request a pre-hospital

review as soon as reasonably possible before the
Hospital admission is scheduled to occur; or

¢. [ABC’s] authorization becomes invalid and the Cov-
ered Person does not obtain a new one; or

d. [ABC] does not authorize the Hospital admission.

In the case of an emergency admission, as a penalty for
non-compliance, [[Carrier] reduces what it pays for covered
Hospital charges by 50%)], if:

a. [ABC] is not notified of the admission at the times
and in the manner described above;

b. the Covered Person does not request a continued
stay review; or

c. the Covered Person does not receive authorization
for such continued stay. '

The penalty applies to covered Hospital charges incurred
after the applicable time limit allowed for giving notice
ends.

For any Hospital admission, if a Covered Person stays in
the Hospital longer than [ABC] authorizes, [Carrier] re-
duces what it pays for covered Hospital charges incurred
after the authorized length of stay ends by 50% as a penalty
for non-compliance.

Penalties cannot be used to meet this Policy’s:
a, Cash Deductible; or
b. Co-Insurance Caps.]
[REQUIRED PRE-SURGICAL REVIEW

Important Notice: If a Covered Person does not comply with
these pre-surgical review features, he or she will not be eligible
for full benefits under this Policy.
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[Carrier] requires a Covered Person to get a pre-surgical
review for any non-emergency procedure performed outside
of a Practitioner’s office. When a Covered Person does not
comply with the requirements of this section [Carrier] re-
duces what it pays for covered professional charges for
Surgery, as a penalty.

The Covered Person or his or her Practitioner, must
request a pre-surgical review from [ABC]. [ABC] must
receive the request at least 24 hours before the Surgery is
scheduled to occur. If the Surgery is being done in a
Hospital, on an Inpatient basis, the pre-surgical review
request should be made at the same time as the request for
a pre-hospital review.

When [ABC] receives the request, they evaluate the
Medical Necessity and Appropriateness of the Surgery and
they either:

a. approve the proposed Surgery, or

b. require a second surgical opinion regarding the
need for the Surgery.

[ABC] notifies the Covered Person’s Practitioner, [by
phone, of the outcome of the review. [ABC] also confirms
the outcome of the review in writing.]

Required Second Surgical Opinion

If [ABC’s] review does not confirm the Medical Necessity
and Appropriateness of the Surgery, the Covered Person
must obtain a second surgical opinion in order to get full
benefits under this Policy. If th<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>