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I am pleased to subnit the erclosed report on UIXXIl"f{)eI1Sated lnspital 
care, entitled "Assuring Universal AcxB3s to lbspital care in New Jersey". 
This rep:xrt is being transmitted in aa:::ordarx::e with the New Jersey 
t1n:Dnpensated care Trust Furxi law, as am3tXIed by P.L. 1989, c. 1, which 
requires subnissian of the report by Dea3nber 1, 1989. 

Tte Act further provides that: 

The cxmnissicner shall ~ before the senate Institutians, 
Health and Welf&e camrl.ttee and the ~ Assembly Health 
and Human :ResaJrc::ss camrl.ttee to discuss that report IX) later 
than Decenber 31, 1989. (P.L. 1989, c.1, section 16). 

I an trerefore asking senator Codey and Assemblyman Co1.buI:n to advise 
me of the date and time in lJec:anber 1989 when an appearance before their 
respective Crnmi.ttees is being scheduled for the required presentation and 
discussion. 

As iOOicated in the erclosed report, New Jersey's t.Jocx:np3nsated care 
Trust Furxi is the State's key system, and a natiooal IOCldel, for assuring 
ac:::ness to lnspital care. The:IepoJ: t presents rea:J[lieI rlatians, prepared by 
the statutorily created Trust Furxi Mvioory Comli.ttee, to stabilize the 
furrling of this vital part of our baalth care system. 

New Jersey Is An Equal Opportunity Employer 
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The report also sumnarizes activities perforaed by the DepartIIent of 

Healtil in 1989 to i.nprove the operatialS of the Trust F'lJrrl. 'Ib3se 
activities irx::1ude enhanc:aIents of audits of h::spitals' bad debt reimb.Jrsed 
through the Trost Furxi, the develcpnent of dem::nstrati<Xl projects to exparxi 
i.nsurarr.e coverage, arrl expl~ qlti.als for finan::ing urx:x:mpensa:ted care. 

r am also pleased to rep:>rt that Trust F\.Jn:l experxiitures are rr::M 
projected to remain uOOer to cap established by the Act. VigilarxE is 
needed to cxntain Trust F\.Jn:l experxiitures in the future arrl to assure that 
the Trust Furxi pays <Xl1y for care a.pprcpriately charged to it, arrl for all 
care that is needed. 

• 
~ root cause of u(lerrrp=nsa:ted care is the lack of i.nsurarr.e. In 

order to relieve the tm:den of finan::ing the Trust F\.Jn:l -- a b.Jrden which 
rr::M falls <Xl ~e wOO directly or 1rxiirectly p.r:rchase their l'alltil 
1nsurarx:::e -- imaginative strategies are needed to exparxi 1nsurarx:::e. 
Ultimately, develcpnent of tlx:>se strategies will require natiCXla1 as well 
as State participaticn. 

r look forward to disoJSSing the report before the senate arrl Assembly 
Healtil Qmni.ttees in the very n3ar future. sto.U.d you have any questicns 
please feel free to cxntact lIe. 
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EXEOJI'IVE SlM-1ARY 

Under New Jersey law (P.L. 1978, c.83), full reimbursement to 
h::>spitals for the cost of ~ated care has been required since 1980. 
The payment of uncc:mpensated care is an integral part of the State's rate 
setting systan, and ~ated care has been funded for nearly ten years 
through the rates charged to p.lrChasers of care. Dur:inJ 1989, over $500 
millioo. has been paid to h::>spitals for uncanpensated care. 

Uncanpensated h:>spital care is that provided to individuals wOO 
qualify for charity care by virtue of low i.ncx:me or who are classified as 
bad debts by virtue of failure to pay after app:rq)riate collection efforts. 
Uncanpensated care exists because of the many persc::xlS wOO lack health 
insurance entirely or are underinsured. In New Jersey, 11 percent of the 
populatioo. (843,000 persc::xlS) lacks health insurance of aI¥ kind, slightly 
less than the natia18l average of 15 percent. '!be uninsured are t:h;:)se wOO 
do I'X)t qualify for Medicaid, but who for the nost part canrx:>t afford 
private health <::lOVerage. Ck1e-fourth of the uninsured are children, and 
half are under age 25. Many (41 percent) are~, and over half of the 
ranai.nder are the sp:JUseS or children of worki.rg perscI'lS. AIthough rrost 
are camected to the work force, nost of the uninsured are I'X)t financially 
well off; in New Jersey 45 percent of the uninsured have a family inccme 
below twice the poverty level ($24,200 for a family of four). 

While it has been well doclmented that the uninsured suffer fran lack 
of access to needed care in many parts of the CXJlmtry, patient dump:inJ and 
refusal of care are I'X)t systanic problems in New Jersey. New Jersey's 
priIx:ipal strategy for a.ssurin3 access to care has been to reimburse 
h:>spitals for uncanpensated care thraJgh the rate setting systan, and since 
1987, thraJgh the Uncanpensated care Trost Furxi. 

The Trust Furxi i.nproves the equity and stability of the original 
systan of uncx:mpensated care. Where each h:>spital had had its own mark-up 
for its own arramt of uncx:mpensated care fran 1980 to 1986, the Trust Fund 
"leveled" the collectioo. of uncx:mpensated care thraJgh a s:inJle statewide 
mark-up and then assured p:rq>er distributicn to h:>spitals in accordance 
with their actual uncx:mpensated care cost. By eliminat:inJ the canpetitive 
disadvantage of higher mark-ups to the rates of h:>sp1tals with high levels 
of uncanpensated care, the Trust Fund assures coo.t1nued access to care for 
patients who do I'X)t have insurance and financial stability for oospitals 
that serve these low i.ncx:me populatiCX1S. 

In 1986, Federal cuts in Medicare rates began to limit Medicare 
contributiCX1S to uncx:mpensated care. When the Federal waiver that allowed 
New Jersey's rate setting systan to set Medicare payment rates ended in 
1988, all of Medicare's share of uncanpensated care was shifted to rxn­
Medicare payers, thus sharply increas~ their payments. WithJut the Trust 
Fund already in place the impact of this shift \<\O.Jld have been disastrous. 
Nevertheless, while the Trust Fund diluted this impact, coo.tinued Federal 
cuts are likely and further shifts of shortfalls rot related to 
uncanpensated care may be expected to strain the rate setting systan as a 
wOOle. 
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'n1ere is no questicn that access to care for uninsured people in New 
Jersey -- both inpatient a:rxl ambulatory care -- is significantly better 
than that in other states. Research surveys of actual use of services and 
of patient/c:x:nsumer satisfacticn with access show New Jersey to be 
CXXlSistently nora successful in meetin:;J the needs of the uninsured. The 
~ted care Trust Fund, therefore, has provided both access to care 
and financial stability for New Jersey's hJspitals. 

The Legislature and the Trust Fund Advisory camu.ttee identified ~ 

major issues which becane the focus of the Advisory Catmittee' s 
deliberatioos over the past year: the financirYJ of the ~ated care 
system, a:rxl the need to increase the prq;x:>rticn of insured persons in the 
state. The priJx:ipal cxn::ern regard:inJ financing was that employers who 
purchase coverage for their employees are in effect penalized by having to 
assume the oosts of unoanpensated care in additioo. to the premiums for 
their own employees. In the secx::n:i area, legislative mandates have been 
implemented a:rxl a series of new initiatives have been undertaken by the 
Department of Health in cx:nsultaticn with the Advisory camu.ttee. 

• 

Implementaticn of these legislative mandates and the initiatives 
undertaken by the Department and its Advisory Ccmni.ttee will provide for 
the cx:ntiruJaticn of access to care provided by the Trust Fund; will make 
the financing of care nora equitable, while introducing an appropriate 
in::entive toward insurance; and will break new ground in projects to expand 
insurance coverage am::ng working residents of the state and their families. 
These ac:xx:I'lq;)lishnents are briefly surmarized below• 

I.	 Actioos To Limit Gr'owth a:rxl Enforce ApprC?pLiate Use of the 
pncuuptmsated Trust Fund M::nies 

•	 Kept grcwt:h of the Trust Fund below the legislatively~mandated 
"cap" of 13 percent of total hJspital revenues. . 

•	 Ad::pted regulatioos to guide rei..mbursement if cap is exceeded in 
future years. 

•	 Developed st:renJthened credit and collection proPOSals that would: 

•	 * establish a statewide collectioo. agency ne~rk to noni.tor and 
enforce standards of industry practice; 

* i.n::::rease use of :indeperxjent audi.tors; 

* prohibit hJspital subsidiary COllecticn agencies; 

* improve timely collecticn of data to m:nitor trends and 
carpliance; and 

* create {X)Sitive incentives for b:>spital improvement. 

•	 Revised re:lmbursanent rates for anergency roan services to 
encourage appz:opriate provisicn and use of pr:1mazy care• 

•
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• Established a mechanism for the Trost Fund to participate in the 
N.J. Department of Treasury's "SOIL" (set-off of individual 
liability) Program which pennits withOOld:LnJ of state 1ncane tax 
re:Eurm and lnnestead rebates in order to satisfy debts CMed. 

•	 Cl:I1pleted an analysis of the impact of increases in \.lI'lEI!llloyment en 
the ~ted care systan. 

II.	 Initiatives To ~ Insurance Coverage and Reduce the FUture Burden 
of l.1rLUllpt:lusated care. 

•	 New Jersey MM) (Matem1ty Outreach & Managed 8eI:vices) program 
red:Lrects ~ted care m:ni.es expended for pregnant wanen to 
rrore effective managed care with emphasis en early and cx:rnprehesive 
pre-natal services. 'Ihe Deparbnent expects a significant reduction 
in the ~ted care Trost Fund's costs for newbonl care, and 
a major inpact en low ~ght and infant m:>rtality rates. 

•	 Re:Lnsurarx::e Program to reduce insurance praniums for small 
businesses. 'Ihe Program will pennit the ~ted care Trost 
Fund to reinsure the coverage of currently uninsured enployees (who 
w::uld othendse be ocrrpletely covered by ~ted care ).. The 
level of reinsurance will be actuarially detennined and result in 
net sav1rYJs to the Trost Fund for each new perscn insured by the 
Program. It is expected that the Progran will be implemented in 
early 1990. 

•	 P:rq;)osal to exparx1 dependent coverage for sp:::lUSeS and children of 
~ insured perSCXlS. '1h1s program will offer cash subsidy 
toward the pJrChase of dependent coverage, usinJ state :Eurm set 
aside by the Legislature for dem::nstraticn project in 1988; 
inplementaticn will require enabli..rY:;J legislaticn. 

III.	 Recollnendatioos for Altenlative Methods of FinancinJ the Uncanpensated 
care Trost Fund. 

•	 Mainta.i.nin;} a system that ensures access to needed :tx:>spital care 
for all New Je:rseyans -- regardless of their insurance status -- is 
integral to the State's health care system and must be preserved. 

•	 The respcDSibility for health care is cne that slnlld be shared by 
all and therefore arr:I f:i:nanc.in3 mechanism for uncanpensated care 
should be broadly based. 'Im other important criteria in 
evaluati..rY:;J furldin1 sources of uncanpensated care are equity and 
stability over time. 

•	 The ~ted care Trost Fund sha.L1d be maintained as a 
mechanism to collect a porticn of the statewide uncanpensated care 
annmt via a un1fonn statewide mspital uncanpensated care mark-up, 
and to distrib..tte payments, regardless of the furldin1 source, to 
:tx:>sp1tals. 

•	 Alternative furldin1 shou1d be sc:ught for at least the Medicare 
share of the statewide uncanpensated care atnmt. F'undiDJ for this 
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share of uncx:mpensated care need rx>t cane f:ran a si.n1le source; a 
mix	 of revenue sources oc:uld be used. k¥ alternative tax used to 
furXl uncx:mpensated care sh:Juld be dedicated. This WClUld protect 
the	 funds f:ran being re-rcuted for other ~ duri.n1 future 
periods of fiscal oc::nstraint. Below are suggested. revenue sources 
far	 further exploraticn: 

* Mandatary cx:ntributicos £:ran employers wtx> do rx>t provide 
insurance coverage for their employees and tluJs do rx>t roN 

cx:ntribute toward the state's uncx::npmsated care annmt. Such a 
mechani.sm would also serve as an incentive for employer-based 
ooverage. Employees oc:uld share in this employer ccntribution in 
a way that is similar to the unemployment insurance arrangement. 
'Ihis furxiln:J' scurce is particularly equitable in scenarios in 
which uncx:mpensated care ccntinues to be partially funded through 
the rospital mark-up (which is paid in part by employers wtx> 
provide insurance far their employees as well as by employees wh::> 
share in the cost of the insurance). 

* state excise taxes, in particular alcx:lhol, cigarette, and other 
tobacco taxes. This is especially appropriate and logical given 
the negative impact that alcx:lhol and tobacco products have on 
health status. 

* The casirx> Revenue Fund -- designated for perscos wtx> are elderly 
ar disabledjhandicapped. -- oc:uld supp:n: t a new program to fund 
uncx:mpensated 00spital care provided to persons havin3 HIV­
related diseases. 

•	 Medicaid eligibility s1'x:luld be expanded to the maximum 
pex:mi.tted by the federal govenmant. As an "indirect" furxiln:J' 
so.u:ce of uncx:mpensated care, Medicaid expansicn has the 
significant advantage of bri.nginJ in new federal dollars; the 
federal govenmant WClUld match every dollar New Jersey spent on 
Medicaid. 

• 
• In!tiatives to increase the number of perscos with private health 

insurance shoul.d ccnt:Lnue to be studied, tested, and implemented 
in order to achieve a lcn;-tenn soluticn to the issue of 
uncx:mpensated care. 

•	 Detenni.nation of the porticn of unccmpensated care furxiln:J' raised 
through the rospital uncx::npmsated care mark-up should be done in 
advance of each year in order to enable insurance cc:rrq;>an:i.es to 
develop premium rates which will accurately reflect their 
contributicn to uncanpensated care. 

•
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•	 While ~ alternative f~ sources for unccmpensated 
care, the l'xJspital m&k-up sl'nJld be maintained as a safeguard. 
In the event that alternative f~ mechanisns are rx:>t 
adequate to fully fund ~ted care, the Depa.rbYv3nt of 
Health sl'nJld retain the autb:)rlty to adjust the m&k-up. This 
provisienis to oritical to the pres&Vatien of full reimbursement 
for urxx:mpensated care. 

Two of the recx::mnendaticns represent :iJnpoz1:ant steps toward a rrore 
a:mprehensive and lCDJ tenn solutien to oc:ni:ain:Ln;;J unccmpensated care costs 
by insurin;;J people wh::l 'fOil don't have coverage: 

•	 Medicaid expansien to brir9 in maximum federal rronies. Am.! 
alternative f~ package walld result in fairly significant 
savings to the state thraJgh. the reduced ~ted care m&k­
up. Spend.i.nJ for the Medicaid Program and the state Employee 
Health Benefits Program walld be reduced. The state portien of 
the Medicaid expansien \O.lld be aboot $10 millien accord.:in1 to the 
Deparbnent of Human 5ezV'ices; this should be rrore than offset by 
the State's savings resultin;] fran the lowerin;;J of the hospital 
rna:tk-up. 

•	 The surcharge en employers wh::l 00 rx:>t offer coverage would provide 
an incentive to offer insurance. 
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Introductien 

Haspital urxxrnpensated care and health s&vi.ces for the uninsured are 
related issues of serialS and growing CCI'lCeDl. These issues are 
especially :i.nl;lortant to states, because the federal goverrment has 
made little headway addressing them en the naticnal level. 

New Jersey has devel~ and CCI1timJ.es to refine a unique, effective, 
and practical approach to ~ access to care for the uninsured 
-- and financial solvency for the hospitals that provide the bulk of 
services to perscI'lS wittnIt health insurance. This report is a 
sunmary and analYSis of urxxrnpensated care and the uninsured in New 
Jersey. It describes recent act:i.cxls to address this problem and 
proposals of alternative methods of fi.nanci.ng uncanpensated care and 
for in::::reasing the runber of insured persons. 

nus report is divided into three sections: 

I. Ccntext 

II. Recent Actions 

III. Future Agenda. 

•
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I. <XN1'EXl" 

This sectien describes the policy issues associated with 
unc:cmpensated care. Unoanpensated care is defined, and a brief 
d1scussien is given of the causes and effects of uncanpensated care. 
An overview of approaches being CCI"lSidered or used in other 
jurisdictioos is provided as well as a descriptien of the rYCX1ulr'V"'tl"pCl"lleIlts.....

of New Jersey's strategy. '!he results of research <:XI1ducted en New 
Jersey's system are also presented, ouch of which has direct 
implicatioos for initiatives rx::JW undeIway or proposed. 

A. ~ted care: Definitien, causes, and Impact 

Unoanpensated care is defined as unpaid hJspital bills and is . 
divided into U«> categories: charity care and bad debt. 
01arlty care ccnsists of care provided to persons whJ are 
"medically indigent," i.e., low incane, tmi..nsured persa1S wtn 
are unable to pay for their medical care. Bad debt consists of 
unpaid hospital bills generated by persa1S with incanes above 
the charity care level who are assumed to be able to pay. 
1bwever, it is likely that many patients whJ are assumed to be 
able to pay have difficulty doing so. 

In New Jersey, charity care is defined as care provided to 
perscrlS whJ meet specific ina:me and assets criteria and provide 
proof of this to the hospital. In order to qualify for full 
charity care an individual nust have an inocme less than or 
equal to 150 percent of the federal poverty level; $18,150 
represents 150% of poverty for a family of four in 1989. 
Clarity care is provided at reduced charges to individuals with 
i.ncx:mes greater than 150 percent of poverty but less than or 
equal to 250 percent of poverty. 

MJst unc:cmpensated care exists simply because there are many 
people witl'nlt third-party health insurance coverage. According 
to an J\mer1can Ii:lspital Associatien report, it is estimated that 
three-foorths of unc:cmpensated care natiCX18lly arises fran 
perscrlS witl'nlt insurance, and the rest fran unpaid deductibles 
and oo-pa:yments of insured persc:ns. 

'!he growing number of people witlx:>ut public or private insurance 
coverage is a serious problem natiCllWide. According to the 
Current Pcp.11atien Survey (CPS) alm:>st 37 million Americans 
lacked health insurance in 1986. This represents 17.6 percent 
of J\mer1cans under 65, ccmpared to the 14.6 percent wh:> lacked 
insurance in 1980. 

New Jersey is fortunate in that it has a higher rate of 
insurance than the COImtry as a whJle. But lack of insurance 
remains a reality for 843,000 New Jerseyans. Th:Jse whJ do lX>t 
have private or public coverage represent 14 percent of the 
State's under 65 pcp.J1atien and 11 percent of the State's total 
populatien (CPS, 1986). 
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The Deparbnent of Health ocmn:LssiCXlEld an analysis of the New 
Jersey ~le of "the Current Populaticn Survey (CPS) to learn 
nora abJut "the state's uninsured p:::p.1l.aticn. Selected 
daoograpuc and socioec:x::n:mic characteristics of special 
interest are family incane, age, and employment status. 

Perscns wittn.1t insurance tend to have low inccmes. AbJut 25 
percent of New Jerseyans with a family incane below the federal 
poverty level lack insurance. see Olart: 1. As a point of 
reference, "the 1989 federal poverty level for a family of four 
is $12,100. Of all New Jersey residents with:lut insurance, 
about CI'le-fifth (20 percent) are below the federal poverty level 
and aJ.nost half (45 percent) have a family incane less than 
twice "the poverty level -- $24,200 represents two times poverty 
in 1989 for a family of four. Incane of "the uninsured is of 
special relevance when it is examined in light of "the cost to 
purchase health coverage, which can exceed $3000 for a family of 
four. 

Mxe than half of the uninsured p:::p..1laticn in New Jersey are 
~ than 25, and children ~ than 18 years acc.:x:x.mt for 
nora than 25 percent of the state's total number of uninsured. 

'I't'nJgh Itl:lSt persoos access health insurance coverage through 
their E!Il"ployer, employment is IX) guarantee of coverage. A 
st::rikinJly large porticn of the uninsured are ~ New 
Jerseyans; 41 percent of uninsured New Jerseyans fall into the 
category of E!Il"ployed adult. M:n:-e than 150,000 children (about 
69 percent of New Jersey's children with:lut insurance) have a 
~ parent, and ~ uninsured adults have a ~ spouse. 
In all, over 7J percent of New Jersey's uninsured PJP..1laticn are 
~ or are in a fani1y with at least CI'le ~ adult. See 
Olart: 2 • 

Naticnal studies iOOicate that the uninsured ~ population 
tends to ~ in snall business, t:.rose businesses with fewer 
than 20 E!Il"ployees. In New Jersey there are over 150,000 small 
businesses; the service and retail industries account for over 
half of these finns • 

The Deparbnent of Health cx:mnissiCXlEld a study by the Eagletoo. 
Institute of New Jersey's snall businesses in an effort to 
identify their practices and attitudes about insurance. The 
survey found that 40 percent of small businesses surveyed did 
nJt offer health insurance to their employees. Am:nJ toose 
small businesses that did mt offer coverage, the high cost of 
insurance was cited as the primary impediment in the major!ty of 
the respct1Ses • 

•
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The Uninsured Pcp.11atien' s Utilizatien of Haspital Care 

Hospital records of uninsured adnissicns to New Jersey hospitals 
provide useful. infonnatien en the uninsured populatien' s 
utilizatien of }'x)spital care. In analyz:i.rYJ the uninsured 
populatien's utilizatien experience, their 90,000 adnissicns 
(1985) were grouped ac:x:x>rd.in:J to diagrxJSis. Materni.ty-related 
adnissicns acca.mted for 35 percent of all uninsured adnissicns 
and 19 percent of the cost of all uninsured adnissicns. 

In reviewing charges associated with uninsured adnissicns, the 
average in 1985 was $2,533. 'Ibis is l~ than the $3,168 
average charge of all adnissicns. About 75 percent of all 
uninsured patients had bills of $3,000 or less; these bills 
represented nearly 50 percent of the statewide cost of all 
uninsured adnissicns. Bills of $10,000 or nore accounted for 
cnly 2 percent of all uninsured adnissicns and cnly 11 percent 
of the statewide cost of all uninsured acinissicns. catastrophic 
illnesses thus represent cnly a snall fractien of uninsured 
adnissicns in the state. 

New Jersey's ~ted care Costs, 1983-1988 

Qlart 3 displays New Jersey's uncx::Jll>eI'lSted care cost and the 
ratio of this cost to l'o3pital gross revenue fran 1983 to 1988. 
Both the ratio of ~ted care cost to hospital revenue 
and the ~ted care anomt have grac1ually inc:reased over 
the Past 5 years. The ratio of ~ted care cost to 
lxlspital in 1988 was 50 percent rrore than that in 1983. The 
cost of ~ted care has inc:reased by an average of 17 
percent per year over that time period, b.rt approximately half 
of this inc:rease is attributable to overall inflatien in 
hJspital revern.te. 

Other Effects of Unccmpensated care 

There are also instituticnal. arrl human costs due to 
~ted care. These vary by state and regien. Where 
~ted care is not adequately reimbursed, hospitals that 
serve a large nunber of uninsured perscns suffer operatirY;;J 
losses that can threaten their existence. In turn, many 
instituticns disc:aJrage uninsured adnissicns. As a result, in 
sane areas of the ca.mtry uninsured perscns may be "dumped" en 
public hospitals that may not be near their tx:mes, that may be 
overcrowded due to widespread~, and that as a result may 
require patients to wait lC03" periods of time to be served. If 
there is no p.Jblic l'o3pital nearby, or if they are d:lscxxJraged 
by this type of treatJnent, uninsured perscns may defer or go 
witl'n.xt needed care• 

•
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B.	 Approaches to AddressiI9 the Issues of Health care for the 
Un:insured and Yoo:!upensated care 

National <Nerview 

states thr'<:x.1gl'nJt the camtry are becaning increasinJ1y 
cognizant of the need to address the problem of unccmpensated 
care aggressively and are ~ the problem in a variety 
of ways, with varying degrees of ccmprehensiveness, and with 
different arounts of nr:mentun. sane states awroach the problem 
as a "hospital problem" or "local govexrment problem" and 
develop strategies accardi..n;Jly, e.g., providinJ subsidies to 
h:lspitals or local govexrments that serve medically indigent 
populatlcns. others awroaeh it as a "pecple problem" and 
develop strategies that directly insure individuals through 
expansien of public and/or private insurance coverage. The 
Natlcnal Ccnference of State Legislatures categorizes these 
approaches into three gro..tpS: 1) targetiI9 local governments, 2) 
targeti.rg providers, and 3) targetiI9 individuals. 

• Targeti.rg UXal Govel:mlents 

Many cities and counties provide care to uninsured residents 
by appropriati.rg funds to their public h:Jspitals or by 
providirYJ aid through general assistance programs. sane 
states &pptop!iate funds to counties for primary health care

• programs to serve low incane and Medicaid clients, provide 
support to counties after the county has expended a specified 
percentage of its general revenue for indigent care, or allow 
counties to levy voter-a.pproved taxes to fund certain 
hospital s&Vi.ces for medically indigent patients. These 

.mettms serve to ~ camties or local govexrments, 
instead of :r:eservin1 authority en the state level. 

• Ta:rgeti.IYJ Providers 

• 
MethJds of targetiI9 providers ioolude providiIYJ direct 
govexrment payment to hospitals or other health care 
providers, establishing mandates that h:Jspitals provide care 
to the medically indigent, and givinJ incentives such as tax 
exempticns or certificate of need exempt!cns to h:Jspitals 
which provide care to the medically indigent. other meth:lds 
involva assessin1 taxes to h:Jspitals and requirirq a mark-up 
to hospital charges in states, incll1d.inJ New Jersey, where a 
rate-setti.rg systan exists. 

• Ta:rgetiI9 Individuals 

When targetiI9 individuals, it is useful to determine which 
individuals are generati.IYJ the greatest sums of uncc:rnpensated 
care, or unccmpensated care that could be reduced through 
insurance strategies. These individuals ioolude the ~loyed 

uninsured, the UIlEIT{)loyed uninsured, the medically 

•
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uninsurable, and uninsured dependents of insured and 
uninsured persoos. 

Strategies targeting individuals wOO are anployed include the 
expansien of enployer-spalSOred health coverage through 
maroates, a tax en employers wOO 00 not provide insurance, 
and pralotien of nora affordable gr<:X.1p health insurance 
plans. Fi.nd1IYJ ways to facilitate worlcers to purchase 
insurance en their own is arxrt:her altemative. Al:x::>ut 32 
state and local o:om.mities have devel~ programs - nost an 
a dem:rlstratien basis - to expand private coverage to the 
~ uninsured populatien. An analysis by Irene Fraser, 
Ph.D. categorizes these strategies into five basic 
awroaches: incl\ld:1nJ nora people in exist.inJ gra.tpS, 
fanning new large gra.tpS, subsidizinJ coverage, ~inJ the 
product or its delivery, and ~ product awareness. 

tJnerrployed persoos, if allc:Med to participate, could also 
benefit fran state-spalSOred programs designed to enable the 
enployed uninsured to purchase insurance. However, it may be 
difficult for the l1l'lIE!II'ployed uninsured to participate in 
these state-spalSOred prograuLS due to a lack of financial 
ability. '!he recently unemployed can be assisted by 
requirements to allow subscribers to cx:ntinue to purchase 
insurance through the same gr<:X.1p rate or at individual rates. 
'!he Qn90lidated QmibJs Budget Recc:n::iliaticn Act of 1985 
(aERA) requires anployers wOO spc:I'lSor insurance plans and 
wOO. employ 20 or nora perscxlS to allow employees to 
participate in the grcup' s policy for up to 18 rrcnths fran 
terminatien or reducticn of tx:lurs. WiCbws, divorced or 
separated spouses, and children of these anployees must be 
allowed to participate for up to 36 rrcnths. 

Q:rlpared to,other uninsured, the "uninsurable" have the 
add!tiCll81 obstacle of a kn:Jwn medical conditicn that makes 
them a "poor risk" fran an insurance point of view. 
Insurance shared risk pools can be established to help 
provide access to insurance for high-risk persons wOO 
othe:rwise would have trouble obta.i.ni.n:J coverage. At least 
fifteen states have established these pools. 

Another rnet:tm of targetin.;l individuals is the expansicn of 
x:cl>lic insurance programs. For exaIt1;)le, the federal 
govey:nnent gives states sane discreticn in setting 
eligibility levels for Medicaid. States currently have the 
qJtien of exterdin;;J Medicaid eligibility to pregnant w:::men 
and infants wh::>se family incane <Des not exceed 185 percent 
of the federal p:werty level. By July 1, 1990 all states 
will be required to extend Medicaid eligibility to pregnant 
w:::men and infants up to age ale wOO have incanes up to 100 
percent of the federal p:werty level. ~ to the 
Intergovernnental Health Policy Project, forty-foor states 
and the District of Colunbia have already canplied with this 
requirement, and of these states, six have expanded coverage 
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up to the rarYJe of 120 to 150 percent of poverty and fifteen 
have expanded coverage up to 185 percent of poverty for 
pregnant wanen am infants. Medicaid expansicn has the 
benefit of ~ in am "l~" federal rnat:chinJ 
funds which in New Jersey represents 50 percent. 

New Jersey's Prograns to Address Uncx:mpensated Care and the 
un:l.nsu:red . 

1. Uncx:mpensated Care Trust Fund 

New Jersey State law (P.L. 1978, c. 83) maintains that the 
reasc:nable cost of unccmpensated care (both charity care 
and bad debt), verified thra.Igh audit, is a recognized 
element of cost which must be included in hospitals' 
payment rates which are charged to purchasers of hospital 
seJ:Vices. Both gover:rnental and private payers, except 
for Medicare, fund this element thra.Igh a mark-up of 
h:lspital rates. Medicare pays cnly for the bad debts and 
charity care of Medicare recipients. 

To refine the h:lspital rate-setting law (P. L. 1978, 
c.83), a new law was enacted in January 1987 (P.L. 1986, 
c. 204) which established the Uncx:mpensated Care Trost 
Fund. At the time that P.L. 1986, c.204 was scheduled to 
sunset, new 1egislaticn was passed in January 1989 (P.L. 
1989, c.1) which auth:u:ized the c:cntinuaticn of the Trost 
Fund. 

The primary objective of the Trost Fund is to ensure 
universal access to h:lspital care and to prevent "patient 
dunping" • To achieve this, the Trost Fund spreads the 
cost of unccmpensated care nnre evenly am nore equitably 
across h:lspitala in the State. Before the Trust Fund was 
established, all unccmpensated care re:imbursanent was 
l'n3pital-specific, i. e., each h:lspital collected through 
its am rates the funds to pay for its am unccmpensated 
care-.-Prior to the incepticn of the Trust Fund, 
individual h:lspital unccmpensated care mark-ups rarYJed 
£rem a low of 1 percent to a high of 25 percent. 
Hospitals with disprOpOl:ticnately high numbers of 
uninsured and low incane patients had to add higher-than­
average uncanpensated care charges to the bills of their 
payin;;J patients, puttin:J these hospitals at a ~titive 
disadvantage with hospitals that had lower numbers of 
uninsured patients. 

'Ihrough the Trust Fund mechanism, all hospitals apply the 
same statewide unccmpensated care mark-up to the bills of 
their patients. The Trost Fund neither draws arty 
add!tiooal l101ies into the hospital payment system, rx:>r 
represents arty aggregate increase in hospital bills over 
the system in existence prior to the enacbnent of the 
Trost Fund. 
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The New Jersey rei.Inbursement system and the unccmpensated 
care Trust Fund achieve several major p:>licy goals: 

•	 Access - The system ensures that the uninsured poor 
have access to needed l'x:lspital seI:Vi.ces. This p:>licy 
has been in effect since 1980 with :i.rlpJrtant 
beneficial results. The pbor, m:in:ri.ties, and th:>se 
wOO lack health insurance have significantly better 
access to health care in New Jersey than 00 lCM incane 
and uninsured persa1S in the nation as a wOOle, 
~ to a naticnw1de study funded in part by the 
Robert \'b:ld Johnsen Famdation in Princetcn and 
0CI'lducted by researchers at the University of 
California, Los ~les, and the University of 
Illirxlls. 

•	 Financial stability of l'x:lspitals - The solveney of 
th:lse l'x:lspi.tals that provide the majority of care to 
the uninsured is praroted. 

•	 COst c:x:ntaiIInent - The system has incentives for cost 
c:x:nta.irJnent and efficiency. Due to l'x:lspital rate 
settinJ, which goes hand in hand with the Tl:ust Flmd, 
New Jersey h:Jspital rates have remained lCM when 
cx:npared to other states. 

•	 ~titive equity - ~titive equity anr::nJ 
l'x:lspitals is protected. No }'):)spital under the system 
suffers a cc::rrpetitive disadvantage with other 
b:Jspitals in its area or other parts of the state 
because it serves a disprop:n:1:icnately large number of 
the uninsured. 

'Ihese goals -- access, financial stability, cost 
c:x:ntairInent, and ccmpetitive equity -- II'R..lst c:x:ntinue to 
be the basis for p:>licy in!tiatives related to the 
fi.na.nc:rl.rYJ and the delive:ry of uncx:rnpensated care. These 
goals define the success of our system. 

2. Public Insurance Expansion 

In New Jersey, public insurance programs have been 
expanded to decrease the number of uninsured, especially 
ClIOCI1g pregnant wcman, infants, and children. Targeting 
these groups is desired given the high proportion of 
matenti.ty-related admissions. These programs include the 
following: 

•	 New Jersey care...Special Medicaid Programs - In July 
1987, New Jersey t.cx:K advantage of the federally­
granted autlxlrity to expand Medicaid ooverage to 
eligible pregnant wanen and their children under the 
age of two wtx:>se inoane is less than 100 percent of 
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the	 federal p:JVerty level. This Medicaid expansion 
was	 authorized by P.L. 1987, c.115. 

•	 HealthStart - '!he sec:x:rrl <XIup::rent of the legislation 
(P.L. 1987, c.115) aut:b:>rized the expansion and 
:lnprovarent in rnatendty and child health benefits 
prc:Nided t:hroc1gh the Medicaid program. HealthStart 
benefits are finarx:;ed t:hroc1gh Medicaid, and pl~ 

and 1q)lement:ation of HealthStart are a joint effort 
of the Department of Health and the Department of 
Human S&Vi.ces. '!be canprehensive package of services 
is delivered by approved HealthStart providers wOO 
follow specific program standards. '!he package of 
benefits includes medical care, case rnanaganent, and 
health support S&Vices. HealthStart served 13,000 
pregnant wcmen and 8,200 children in fiscal year 1989. 

•	 REAOI Program - "Realizing Ec:x:n:rn1c Achievement" 
(REAOI) is New Jersey's welfare refonn program which 
began in october 1987. '!be goal of REACli is to enable 
the welfare recipient to becx:me self-sufficient 
t:hroc1gh ~loyment, training, or education while 
prc:Nid:in1 the necessa:cy supportive services such as 
transportation, child care, and medical benefits. 
Medicaid c:x::JV&age is prc:Nided for up to one year after 
the recipient is no lc:n'J& receivinJ welfare benefits. 

•	 catast::rq:h1c Illness in Ol.i.ldren Relief Fund - This 
fund, which is scheduled to beccme operational before 
the end of the year, will prc:Nide fi.nar¥::ial assistance 
to families with oot-of-pocket medical expenses for a 
child (under 18 years of age) which exceed 30 to 40 
percent of 1:heir annual incx:rne. 

3.	 New Jersey Blue Cross Calt:inuaJs Open Enrollment and 
State's Insurer of Last Resort 

I• 
Open enrollment, in the ccntext of health insurance, 
refers to the practice of accepting all insurance 
appl.icants. '!be 1<XYJer the open enrollment period, the 
easier it is far perscns, especially persc:I'lS with medical 
oc:nllti<X1S, to p.1rChase health CXJVerage. New Jersey Blue 
Cross is unusual in that it has a ccnt:inuaJs open 
enrollment period which has the fortunate result of 
maJd.n3 insurance accessible for persc:I'lS wOO have a 
chrcnic med:l.cal oc:nllticn. In add!tion to this 
ccntimJous open enrollment policy, Blue Cross also 
serves as the :insurer of last resort in New Jersey. 

4. Private Insurance Expansion 

When the recent Trust FUnd law was passed the 
legislature, reoogn:I.z1ng that lack of insurance is the 
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major cause of uncx:mpensated care, included two 
provisioos designed to expand insurance coverage: 

•	 Mandated health insurance for full-time college 
students. Ac:c:m'di.nJ to the Current Pcp.1laticn Survey 
(1986) six percent (54,000) of New Jersey's uninsured 
are college students. Therefore, the legislature 
required that all full-time college students have 
}'x)spitalizaticn ooverage as a ex:::t'lditicn of enrollment. 

•	 Insurance pilot projects. Because nnst of the 
uninsured are camected to enq;>loyxrent, the 
legislature's other insurance initiative is targeted 
toward expansicn of private c:overage for employed 
persc:I1S and their families. The law sets aside funds 
for pilot insurance projects and charges the 
Department with the respc:nsibi1ity to deve1q> the 
plans for these projects and return with a legislative 
proposal. Secticn II of this reprt details the 
projects the Department has develq;led. One of these 
requires legislative acticn. 
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II • REX::ENI' OCTIOOS 

This secti<Xl describes actialS taken by the Deparbnent of Health and 
by three different ccmnittees w:>rld.ng with the Department to ccntain 
the cost of uncanpensated care, and to develop lcng run strategies to 
address the root causes of uncanpensated care. M::lst of these actions 
were undertaken in the past year, many in direct respcI1Se to the 
provisialS of the llOSt recent Trust Fund law (Appendix 1). This 
sectien first describes the overall objectives of all the activities 
pursued. It then reports en the ~ of three ccmnittees that were 
1nstrunental in furthering these activities: the Audit Subccmnittee, 
the Insl.Jrarx=e ~ Group, and the Trust Fund Advisory Camlittee. 
Finally, a number of other actialS.taken by the Deparbnent, many in 
respcI1Se to requi.ranents in the law, are reported. 

A. Department of Health Objectives 

To cany out the letter and spirit of the Trust Fund law, the 
Health Deparbnent in 1989 has developed or expaOOed diverse 
initiatives, all intended to limit Trust Fund expenditures. 
These initiatives address several needs: 

* to enhance and tighten bad debt collection practices; 

* to refine and improve unccmpensated care audit practices; 

* to explore inrxJvative wcr:IS of expanding health insurance 
CCNerage; 

* to provide informaticn that will allCM employers, cx:osumers, 
and l'xlspitals to develop creative programs to increase access 
to care cost-effectively; and 

* to CCI'lSider altemative mechanisms for financing uncanpensated 
care. 

These initiatives were developed wi.th the participation of the 
Trust Fund AiNisory Camlittee established by sectien 5. a. of the 
law. 'lhe Advisory CCmnittee exercised its respcx1Sibility partly 
through two subccmni.ttees: the Hospital Audit and Collection 
Practices Subccmnittee, established by section 5.c. of the law 
and kn::Jwn simply as the Audit Subccmnittee; and the Insurance 
\'brltinJ Group, which participated in the planning of two 
insurance pilot projects. 

B. COntaining Cost: Audit Subccmnittee 

The Health Deparbnent and Audit Subccmni.ttee have cooperated to 
improve audit and collecticn practices and to assure the 
integrity of the Trust Fund (see Appendix 4 for menbership). The 
operative priooiple has been to provide reinb.Jrsement for every 
oollar aIJlC<?PLiatelY expended in delivering unccmpensated care, 
and to prevent arr:l inaW:LC?pdate reimbursement. 
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The	 Audit Subccmni.ttee is charged in the law to make 
reccmnendations to the Trust Fund NNisory camu.ttee en the 
procedures that are used to aud!t ~ated care and en 
procedures that are used to collect h:>spital bills. Along these 
lines a rnJlllber of initiatives have been undeJ:taken: 

1.	 The Department has a(bpted, with the approval of the Health 
Care Adninistratien Board (HCAB), regulations to strengthen 
credit and collectioo. procedures (See Appendix 2). These 
regulations inq;>lanent sections 9 and 10 of the law by 
requ:LrinJ h:>spitals to follow a series of steps in 
interviewing patients and in pursui.n:J collection of each 
accamt. 

2.	 The Department also has prqx::lSed to the HCAB, six measures to 
c::x:ntrol the costs of uncx::mpensated care (See Appendix 3). 
Underlying these measures is an awareness that special 
c::x:ntrols may be in order, due to the unique character of the 
Urx:x::mpensated Care Trust Fund, as the recipient and 
distributor of JID'leyS that assure access to care and as a 
state-spc:I'lSC)l:"ed financ:in1 mechanisn. 

It is the Department's belief that every reasonable effort 
llI.lSt be taken to assure that the Trust Fund is used cnly to 
assure access to care, and rx>t to maximize hospitals' revenue 
or cash flow. we are acting I'lOW to protect the Trust Fund's 
integrity, and to guard against the possibility of p:ltential 
exploitatien of the Trust Fund. 

The	 Deparbnent's 1989 initiatives address: 

• 

* E'stablistJnent of a Statewide Ccllectioo. h;Jercy NetwoJ:k. A 
procedure has been developed, with the assistance of the 
state Office of ManagEment and Budget, to approve all 
collectioo. ~es that assume h:>spitals' bad debt 
a<::cX)lmts. h;Jencies affiliated directly with h:>spitals 
wculd be prohibited fran S&Vi.ng in this capacity. The 
purposes of the approval process are: (a) to ensure that 
coll.ectioo. agencies eX> not handle a<::cX)lmts that are 
covered by third-party payment and therefore are not yet 
properly classified as bad debt; and (b) to ensure that 
useful data and reocmnendations for :improvement are 
supplied to the Deparbnent by the collecticn agencies. 
Only state-approved indeperrlent agencies, rather than 
00spitals' own subsidiaries, would have an incentive to 
respcI1d I1Dre effectively to the interests of the State as 
a wl'x>le than to the interests of individual hJspitals. 

*	 Involvanent of audi:t:in1 firnLs in scrutiny of uncx::mpensated 
care. Each 00spital's charity care and bad debt are 
examined by its own auditors, applyinJ generally accepted 
accounting principles. 'n1ese experts are rrost famil.iar 
with the h:>spital's practices and are in the best p:lSition 
to eval.uate the 00spital's estimates of bad debt 

•
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provisicn, which serve as the basis for reimbursement. A 
series of st:anda.rds and tests are being developed to use 
this expertise to cx::nfinn the rea.sc:rlSbleness of h:Jspitals ' 
provisicns• 

*	 Expansicn of Department audits of bad debt. Altlx:Jugh the 
Health Deparbnent has retained its own auditars to verify 
the csppropriateness of class1~ iniividual acca.mts as 
bad debt, the scope of Deparbnent audits has been narrow, 
and their timing and procedures thorooghly predictable. 
The Deparbnent is expandinJ these audits to include such 
issues as the writirY;;J off of insured acca.mts, and also 
has prq;x:lSed equippinJ the auditars with aut1'x:>rity to make 
UIlBIlIn.1tlCed inspect1cns. 

*	 Aggressive use of the Cost Reducticn Plan process. Under 
sect1cn 7. a. of the law, the Haspital Rate-Setting 
Ccmniss1cn has authority to require implementaticn of cost 
reduct1cn plans by selected 1'x)spitals. The Catmission has 
a{.'P['OVed a prot:ocx>l prq;x:lSed by the Deparbnent for 
identifying these :oospitals. Criteria established by the 
prot:ocx>l include overall irx:::rease in bad debt, apparent 
rea.sc:rlSbleness of the h:Jspital's bad debt estimates, and 
h:Jspital success in helpi.rY:;J patients to enroll in 
Medicaid. Applying this protocol, the Deparbnent has 
identified 12 00sp1tals as den'a1stratirY;;J a high priority 
for cost reducticn and required them to subnit cost 
reducticn plans. other b:lsp1tals will also be examined 
for possible cost reduct1cn plans, en a lower priority 
basis. 'ftle affected b:lsp1tals will be respc:I1d1ng to the 
Deparbnent and the Q::mni.ssicn in DecEmber 1989. 

• 

* Expansicn and enfarcarent of data subnissicn requirements. 
The Department has beg\m and will ccntinue to expand 
reporting requirements, and will analyze trend data on 
uncanpensated care patients, aggregate uncanpensated care 
statistics, ac::oa.mts written off and referred to 
collecticn, and all collecticn agency/lX>spital 
transactials. Listin1s of accounts written off as bad 
debt and referred to collecticn agencies, and all 
cx::mnercial transact1cns between h:Jspitals and collecticn 
agencies will cane under sautiny. 

*	 Developnent of positive in::entives for nore effective 
collecticn. The TnJst Fund law established, and the 
Deparbnent is :1nplementirY;;J, several mechanisms, described 
elsewhere in this report, to assure that a price is Paid 
for failure to undertake aggressive collection practices. 
To CClTplement these negative sanct1cns, the Department and 
Aud1t Subccmnittee l'X)W believe that p:lSitive incentives 
will help spur b:lsp1tal creativity in discovering nora 
effective meth:lds of reducinJ rei.ml:AJrsable bad debt. 
Accardingly, a regulaticn has been prq;x:lSed to autl'x:>rize 
haspitals to subn1t proposals to share in savings that 
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result fran their i..n:rx:JVatialS. Dem:nstration projects 
might be useful in obta.in.inJ infonnaticn a'oout the 
efficacy of new approaches. 

Sane members of the subcxmnittee have expressed resexvations 
aba.rt the need to take all these actialS. For example, 
acxx:untant members doubt the feasibility of <:x:mplicated 
evaluaticn of bad debt provisialS by the hJspital's auditors. 
'1bese members and Department staff are reviewing the proposed 
regulaticn, and the Department expects to s:inplify the 
regulaticn before sutmitt::in1 it to the HCAB for final 
ad:pticn in January 1990. 

3.	 other actialS also have been taken to refine Trust Fund 
operatialS. For example, in January 1989 new regulatialS 
took effect to standardize charity care standards. Prior to 
1989, hJspitals were pennitted to set their own charity care 
standards, so that a patient might be eligible in <:X1e 

}x)spital but rx>t in arx>ther, or ooe hJspital might have 
inappropriately high ar low in:x:me standards for charity 
care. The new regulatialS set a statewide standard of 
charity care that applies to all hJspitals. In additicn, 
sant>ling and ClCI1Plia:rx=e standards, used by Depa.rbnent 
auditors in reviewing lnspital bad debt writeoffs, have been 
raised. In auditing unocmpensated care, "substantial 
cx:mplia:rx=e" was previaJSly defined as evic1En:e that 70% of 
required steps were followed (60% for artpatient a<XXJUnts). 
The new standard is 80% far inpatients and 70% for 
outpatients. 

4.	 ReinbJrsement data have been tracked continually during the 
year, as Department staff sc:ught to develop valid estimates 
of the cm:::mrt of ~ted care rellnbursable through the 
Trust Fund. 'Ibis was especially 1ITp:>rtant so that we would 
have early waI:nin1 if it were to becane necessary to 
i.nplernent the cap en the Trust Fund add-cn required in 
sectien 6.b. of the law. This cap limits the anDUnt of noney 
that may' be raised through the mark-up to 13 percent of all 
governnental and rx:n-gove:rnnental approved revenue. 

Staff of the Department and I are pleased to report that the 
cap	 will rx>t be exceeded in either 1989 ar 1990. 

c.	 E:xpandirv;J Insurance Coverage: Insurance ~ Group 

The Trust Fund 'AiNiscry Carmittee created an Insura:rx=e W'orki.nJ 
Group to guide the developnent of the insurance expansicn pilot 
projects (see fllE!lti)ership listing in ~ 4). 'n1ese projects, 
supported by a grant fran '!he Robert w:x:rl Johnson Famdaticn, are 
intended to explore W8¥S of maximizing private insurance 
coverage. Fundamentally, the root cause of ~ated care - ­
and	 the resulting costs -- is a lack of insurance coverage. 
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~	 projects are under develq;rnent with the assistance of a 
naticnal expert CD insurance -- J06ePl Davis, Ph.D. of 
Medimetrlx, Inc. -- wb:> has nuch experience in setting up state 
arrl loca1 dem:nstratiCXlS to increase the IUJIl'lber of insured 
perscxlS. Together, the Department's two projects will address 
the primary barrier to broader health insurance coverage ~ 

New	 Jerseyans -- the high cost of health coverage. These 
projects will address targeted PoPulatiCXlS, specifically small 
bJsiness E!JPloyees, and dependents of low and noderate i.ncane 
workers wb:> thernelelves are insured thI:txJgh their E!JPloyer but 
canrx>t afford to buy family coverage at their own expense. 
~ the availability arrl affordability of health coverage 
to the workin;J tminsured arrl depeOOents of insured workers will 
decrease ~ted 00spital care statewide. Below are rrore 
detailed descriptiCXlS of the two prograns. 

1.	 '!be Smal.l Business ExpansiCD Program is designed to expand 
E!JPloyer-spcngored health coverage by making it rrore 
affordable to small b.Jsinesses -- those with less than 20 
eoployees -- which prev1aJSly did IXJt offer health insurance. 

Acc:ord:I.n;;J the the Current PopulatiCD Survey, 42 percent of 
New Jersey's tminsured are enployed adults, representing 
abc:ut 356,000 persa1S. Naticnal studies indicate that many 
of those wb:> are E!JPloyed yet tminsured vaX for small 
b.Jsinesses. And accord:i.rY;;J to an Eagletcn Institute survey, 
40 percent of New Jersey's 150,000 small b.Jsinesses 00 IXJt 
offer health coverage to their E!JPloyees, representing 
rooghly 60,000 b.Jsinesses. The primary reascn cited for IXJt 
insuri.rY1 is the high cost of insurance. 

To achieve the reduced-premiun policies for employees of 
small b.Jsinesses, the Department of Health is soliciting 
relaticnships with selected insurers arrl HMJs. In return for 
the premiun reductiCD, the Department will pennit a 
limitatiCD CD the insurers' risk via a reinsurance mechanism 
for h:Jspital adnissioos which exceed a certain, pre­
determined oollar thresOOld. The balance of the b:>spital 
charge which exceeds the thres1x>ld will be written off by the 
:tnspital as ~ted care. Policies eligible for 
reinsurance will be pre-approved as meeting certain 
guidelines. '!he regulatory autoority needed to accx:mplish 
the reinsurance mechanism was gran~ in NoveI1lber 1989 by the 
Health care AdninistratiCD Board. '!he threstx:>ld will be set 
at a level to ensure that the prc:gram has maximum impact CD 
the level of ~ted care in New Jersey. For exanq;>le, 
a $3000 limit CD insurer' s liability per :tnspital acin:i.ssion 
w::W.d result in an estimated 20 percent praniun reduction for 
standard insurance policies. 

In additiCD to favorably impactirxJ the price of premiums, 
reinsurance will fadlitate coverage in a seoc:rdary, th:lugh 
related way. By making the small bJsiness pc:lp.Jlaticn a rrore 
attractive marl<et -- in terms of exposure to risk -- to 
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insurance oc:rrpanies and health ma:1.ntenarx=e organizatiCX1S, 
RDre	 oc:rrpanies will ccosider insurirYJ snall b.Jsinesses. 
H:Lstx::xrically, insurers, and in particular HM::>s, have tended 
to vi.ew small groups as being RDre risky than large groups, a 
~ which is evidenced by the fact that sane insurance 
oc:rrpanies and HM::>s will not sell policies to snall 
businesses. 

A decrease in the State's unoanpensated care ancunt is 
expected to result fran this program because, had the 
00spitalized patient had 00 insurance at all, a good portion 
of hisjher bill under of the predeter:mined thresh:>ld \O.1ld 
likely have not been paid and thus would have becane 
uncx:mpensated care. 

2.	 The Dependent Insurance COverage Expanien Program is designed 
to expand health coverage for dependents by subsidizirYJ the 
cost of the fanily portien of insurance for low to m:Xlerate 
inccme errpl~ wh:lse dependents are currently uninsured. 
The implementatien of this Program is cc:ntirYJent on the 
enactment of state legislatien to au1;h:)rize the release of $6 
millien plus interest, funds being reserved for the explicit 
purpose of financirYJ a pilot insurance program. 

Current research indicates that a significant rn.unber of the 
state's uninsured pq;lUlatien are children (ralQhly 25 
percent) and between 25 and 40 percent of uninsured children 
live in b:Juseb:>lds where at least ens parent is EJIPloyed and 
receives insurance coverage 1::hralgh their errployer. By 
:lnproving the affordability of dependent coverage, it is 
expected that RDre errployees will opt to purchase coverage 
for their children and spouses, thereby reduci.rq the 
inciden:e of una:::mpensated care. 

• 

The subsidy annmt will be based en a SlidirYJ scale which 
~tes the State's charity care incane eligibility 
schedule. Subsidy aIIDJI'lts will differ in the ~ pilot 
geographic areas in an effort to assess the :iIrpact of 
different subsidy levels en demand for dependent coverage. 
In CXle area, subsidy aroounts will be equivalent to twenty to 
sixty percent of the expected pranium cost of a "standard" 
insurance product in New Jersey. 

For each $1 millien of available funds, it is expected that 
~tely 2500 dependents will receive subsidized 
coverage. 

The target market for this pilot prograll will be dependents 
of low and IOOderate incx::me anployees of small businesses, 
with a special focus en tl'n3e in the retail and servi.ce 
industries• 

The Dependent Coverage Program will assess both the potential 
demand for an insuraIx:e subsidy as well as the subsidy level 
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necessary to encx:urage employees to purchase dependent 
coverage. FUrther, the pilot will test an administrative 
mechanism designed to support such a program. 

D. AItemative Financin;1: Trust Fund Adviso;y Comti.ttee 

Many of the deliberatialS of the Trust Fund Adviso;y Comti.ttee 
fc::cusecl en the vital questien of 'I'l:ust Fund financing. The end 
of Medicare's participatien in paying for uncanpensated care, 
which has c:x::cmred gradually over the past three years, has 
resulted in a near doubling of the oost to other payers of 
uncx:mpensated care. Witlnlt the 'I'l:ust Fund this would have 
resulted in extreme and UI'llIanageable i.Ix:reases in the mark-ups 
charged by many 1'x:>spitals. Even with the 'I'l:ust Fund, however, 
this increase has put an added 00rden en those who still pay for 
uncanpensated care. 

The 'I'l:ust Fund Advisc:ny Ccmn1ttee has fulfilled its charge of 
developing a recx:rrmeOOatien to the Camlissicner of Health on 
altemative financing of urxxIlp&lSated care. The group developed 
a list of principles that it believed slrIuld be used to judge any 
specific financing package. It tilen participated in a <::atplter­
assisted m:x1eling process to select a financing package that 
would l) produce the needed sum of I1D'leY and 2) be canposed of 
individual financing elements acceptable to the group. In the 
end the grou.p narrcMed down the many "packages" that were nodeled 
to two -- both of which fulfilled the agreed upcn prin::iples. 
Coosensus CXlU1d rx>t be reached in support of either CXle of the 
two packages so the grou.p elected to present both of them. The 
Ccmn1ttee's rec:x:rrmendatien is discussed in Section III and is 
in::luded in its entirety in ~ 5. 

E. other .Activities: 

1. New Jersey MM:> (Maternity outreach and Managed Services) 

New Jersey MM:> will assure universal access to quality 
prenatal health support services througtn..lt the State. The 
proposed progran, MM:>, will OOild en the State's lardnark 
HealthStart ptogran to set a new standard of prenatal care. 
This standard will directly address the multifactorial causes 
of POOr pregnancy outcanes. 

0.Irrently, approximately CXle-fifth of expenditures for 
uncx:mpensated care in New Jersey involve rna1:enU.ty cases. 
This is an area where preventive services have clearly 
established a favorable twin effect: irrproved out0::m3s and 
reduced oosts. 

Behaviors of pregnant wanen greatly affect the bi.rthweight 
and health status of newborns. Health support services, such 
as counseling and nutrition education, have been found to 
:1mprove many of the JOOSt damaging behaviors, such as 
dr:inkirYJ, stddng, and eatinJ an unbalanced diet. 
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The HealthStart program, established in 1987, provides health 
support services to Medicaid recipients. This is d"x1e 
through a system of managed care, which links the pregnant 
patient to a case manager and pays the same flat fee for each 
patient. Health supper t services provided under HealthStart 
include risk assessnent, mrtritien educatien, other health 
educatien, counseU.~ to address social and psyc1"x)logical 
needs, and h::me visits when indicated. The capitated fee for 
these services i.s $350. 

New Jersey KMS wil.l provide the same package of health 
support services, rr::M available through Medicaid to \Ollel1 

belCM the poverty level, to the worki.rg poor and other wcmen 
wl'xlse incane exceeds the poverty level. Currently, the 
hospital care of many of these patients is reimbursed as 
charity care or bad debt, through the Unccmpensated Care 
Trost Fund. '!his:funj assures hospitals of oollar-for-dol1ar 
reimbursement for all services rendered, but 00es n:>t provide 
health support services which are provided· through 
HealthStart to Medicaid patients. 

Under New Jersey KMS, \IlCI"A8f1 above the poverty level will be 
eligible to receive health support services. This graJp 
:Lrx:ludes, far exanple, wives of workers wh:lse health 
insurance Cbes n:>t cover dependents, and worJdn; wcmen wh:>se 
insurance Cbes rm: prcwi.de them with maternity benefits. 
They will ocntribJte to the cost of these services through a 
sli~ fee scale based en irxx:me. The same scale rr::M used 
to	 detenn:lne charity care will be applied to this program. 

By ftmainst:rean:inJ" the HealthSuwort package, New Jersey KMS 
will achieve several objectives: 

*	 making available to \Ollel1 above the poverty level the same 
services rr::M offered to Medicaid recipients; 

*	 producing for the Uncanpensated Care Trost Fund the same 
savi.n;s, resulting fran fewer birth canplicaticns and fran 
management of care, rr::M be~ generated for the Medicaid 
Progrsn; , 

*	 givinJ tln.Jsands of babies bonl every year a better chance 
to thrive, or even su:r:vi.ve; and 

*	 provi~ tl'x:usands of pregnant \Ollel1 every year with 
experience, health behaviors and fin.arx:ial resp:::rlSibility 
for their health care. 

Ev&y oollar spend to meet prenatal care needs tends to save 
three oollars en expend!tures caused by lCM birt:hweight and 
other factors associated with necnatal canplicaticns, 
accx:xrding to the Institute of Medicine and other 
autOOri.tative sources. Health Department analysts have 
deter:mined that over 10,500 pregnant wcmen with incanes 

•
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2. 

3. 

4. 

between 100 and 250 percent of poverty will be eligible for 
eru:ollment in New Jersey KMS annually, resul~ in a net 
savi.n3s in h:>spitalizatien costs for newbonlS. 

Additiooal savi.n3s will result fran other features of the 
program: 

*	 cxntribltioos made by patients th.ralgh the slidi.nJ fee 
scale, which will recoup approximately half of the $350 
cost per patient; 

*	 savi.n3s resulting fran lower rates of rehospitalizations, 
institutiooalizatien, demand for family support services, 
and other effects of preventable birth cx:nditions; 

*	 capitated fees, which will limit expenditures rr:M 

associated with fragmented, unsystematic outpatient and 
~ department visits by pregnant wcmen ~ 

suwartive services; 

*	 the lc:rg-te:rm savi.n3s associated with socializatien of 
patients to the experiences of healthier behaviors and 
~inJ of health care coverage; and 

*	 savi.n3s associated with health care for undocumented 
aliens, a group of patients rr:M technically eligible for 
HealthStart b.1t largely unwillinJ to eru:oll in Medicaid 
far fear of be:trg reported to federal auth:::>rities. 

EmplCJ01ee Educatien 

The Trost Fund law (sectien 13) requires that employers that do 
n:rt provide insurance coverage nust provide infonnatien to 
emplCJ01eeS in their options with respect to health insurance. The 
Department is to develq;> and distrib.1te these materials. A IDtice 
regardin3 this was placed in a newsletter of the Department of 
Labor, and we have received nearly 5,000 requests fran employers 
for the materials. '!he materials are nearly canpleted and will be 
mailed in the near future. 

student Health Coverage 

The Trust Fund law requires that students at colleges in the state 
have health coverage. This requirement has been implemented. 

other Requirements 

The Department has canplied with the other requirements of the 
law: 

*	 'IWo level pric1nJ of emergency rcx:m services (sectien 12) will 
be jnplemented en schedule. The necessaxy regulatioos have 
been proposed and will be a&::pted prior to JanuaI:y, 1990• 

•
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* Regulations to implement use of the Set-off of Individual 
Liability (SOIL) systan will socn be ad:pted which will penni.t 
NJ Deparbnent of Treasury's withtx:>1d.inJ of state incane tax 
refunds and b:::mestead rebates for PJrPOSeS of paying mspital 
debts. The first :request for offsets will be forwarded late 
in 1989 or early in 1990. 

* Regulations were adopted to implement the lim!ts :iJrp:>sed by 
the cap al the Trost Fund should that becane necessary ( it has 
rx>t) • 

* Staff prepared for the Trost Fund Advisory Comti.ttee an 
analysis of the impact al unccmpensated care of an increase in 
the \JIlIE!I1Ployment rate in New Jersey. This analysis is 
:required in Secticn 5.b. of the Trost Fund Law. (see Appendix 
6 for this analysis) 
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III. Future Agenda 

Perhaps the nest chall~ ani far reaching charge in the Trust 
Fund law is the charge to the Advisozy Camrl:ttee and to the 
Carmissic::ner of Health to develop a recx::mnendatien to the Q:lverrx)r 
and the legislature en alte:rnative furldin; of ~ted care. 
The current furldin; is thra.tgh hJspital rate mark-ups. However, 
Medicare used to pay abcut 45 percent of this cost, and roN pays 
virtually IX:ll1e. This has shaIply irx:reased the cost to remaining 
payers and is the basis for the need to search for alte:rnative 
sources of furldin;. As was stated in II, this search has occupied 
the major part of the time and attentien of the Advisory Carmittee 
over the past year, and this sectien of the report is devoted 
entirely to the critical issue of the 1c:n;;J term financinJ of 
~ted care. It iIx::ludes an overview of the issue, a SUlTIIIary 

of the Carmittee' s recx::mnendaticos, ani the recx::mnendaticos of the 
Carmissia'ler of Health. 

A. OveJ:view of Unccmpensated Care Alternative Financing 

In enacting the m::st recent Trust FUnd law, the legislature was 
very explicit in stat:irY1 its interest in explorinJ financinJ 
optioos for the '1'nJst FUnd other that the current mark-up to 
mspital charges meth:xl. The law charges the Trust Fund Advisory 
Carmittee (see membership in Appendix 4) with this task and 
requires the Ccmn:I.ssia'ler of Health to report en this issue by 
December 1989. 

To assist the Carmittee as it developed the alte:rnative financing 
recx::mnendatioos, Deparbnent of Health staff projected 1990 
urxonpensated care in the state to be $590 millien. In arriving 
at this gross estimate, staff trended forwared --~ a 15 
percent increase, the average of increases in uncx:mpensated care 
in recent years -- the 1989 projected figure of $514. This crude 
estimate was developed cnly to meet the imnediate need of the 
Comrl.ttee in its deliberatioos. 

B. Reccmnendaticos of the Trust Fund AdviSC?I:y Carmittee 

Unccmpensated care is but a part of the larger issue that 11 
percent of New Jerseyans lack health insurance. '!be 1c:n;;J tenn 
ability to cxntain the growth of ~ted care is 
inextricably linked to success in increasing the number of New 
Jerseyans with third-party exJVerage. 'Ihi.s iIx::ludes public 
coverage - Medicaid -- as well as private coverage. C'.cxlcerning 
the latter, a raD16 of initiatives to ac::a::q>lish this goal was 
discussed by the Ccmn1ttee over the past three years. These 
include voluntary efforts such as state subsidization of health 
insurance premiuns for persa1S of low or m::x3erate inoc:mes as well 
as mandatory efforts to require employers to provide health 
insurance for their employees• 

•
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In develop:i.n'J altemative financ:i.n'J azr~ts, the Conni.ttee 
recognized the 1mportance of mainta.in:inJ the 1x>spital 
unc::arpensated care m&k-up as a fall-back financinJ mechanism for 
arr:l residual unoc:rrp!I'lS8ted care -- in the event other fundi.rg 
sources bein;J i..IJplemented fall sOC>rt of expectatiCf)S in a given 
year, due to subsequent legislative acticn or inaccurate revenue 
or unoc:rrp!I'lS8ted care cost proJectiCf)S. 

Below are seven principles developed by the Trost Fund Advisory 
Ccmnittee. 

1.	 Maintanarx::e system that ensures access to needed 1x>spital 
care for all New Jerseyans regardless of these insurance - ­
is integral to the state's health care systan and must be 
preserved. 

2.	 '!he respc:I'lSibility for health care is CXle that slx>uld be 
shared by all and therefore, arr:l financing mechanism for 
unccmpensated care should be broadly based. Two other 
important cr1teria in evaluatinJ fundi.rg sources of 
unccmpensated care are equity and stability over time. 

3.	 '!he ~ted care Trost Fund sOOuld be maintained as a 
mechanism to collect a porticn of the statewide unocmpensated 
care am:::m'lt via a unifcmn statewide 1x>spital unoc:rrp!I'lS8ted 
care marlt-up, and to distribute payments, regardless of the 
fundi.rg saJrCe, to 1x>spitals. 

4.	 Alternative fundi.rg shou1.d be saJgh.t fore, at least the 
Medicare share of the statewide unoanpensated care aoount. 
Furld:i.nJ for this share of unccmpensated care need IX>t cane 
fran a sin11e saJrCe; a mix of revenue sources could be used. 
Below are suggested revenue sources for further exploration: 

• Mandatory	 ocntriootiCf)S fran anployers wtx:> d:> rot provide 
insurance coverage for their anployees and thus, d:> IX>t rr:M 

cx:ntriOOte towards the state's unccmpensated care anomt. 
In add!tien to provic1i.n1 revenue, such a mechanism would 
also serve as an incentive for enployer-based coverage. 
Empl~ could share in this employer CXXltributicn in a 
'WCr:I that is similar to the unanployment insurance 
~. 'lhi.s fundi.rg source is viewed as 
Particularly equitable in scenarios in which unoanpensated 
care cx:ntinues to be Partially funded through the lx>spital 
mark-up (which is Paid in Part by anployers wro provide 
insurance for their employees as well as by employees wro 
share in the cost of the :insurance) • 

•	 state excise taxes, in Particular alc:oh:::>l, cigarette, and 
other tobacco taxes. This is viewed as especially 
appropriate and logical given the negative ~ct that 
ala::tx>l and tobacco products have en health status. 
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•	 The casino revenue fund -- designated for perscl1S wOO are 
elderly or disabled/handicapped -- could supp:>rt a new 
program to fund ~tedOOspital care provided to 
persc:I1S having HIV diseases, inc1ud.inJ AIDS • 

•	 Expansien of the sales tax to sane products currently 
excluded, such as cloth.:l.ng and rxn-prescripticn drugs. 

5.	 Medicaid eligibility stxJuld be expanded to the maximum 
pennitted by the federal goverrment. As an "indirect" 
funding source of ~ted care, Medicaid expansion has 
the significant advantage in ~ of new federal OO11ars; 
the federal governnent would match every OOl1ar New Jersey 
spent en Medicaid. 

6.	 Initiatives to increase the number of pe:rscrlS with private 
health insurance slruld ccntinue to be studied, tested, and 
implemented in order to achieve a l<D1-tenn soluticn to the 
issue of ~ted care. 

7.	 Detenninaticn of the particn of ~ted care funding 
raised through the hJspital ~ted care mark-up sh::lu1d 
be dale in advance, to the extent feasible, so as to enable 
insurance cx:mpani..es to develop pranium rates which will 
accurately reflect their CCI1tributicn towards unc::crrpensated 
care. 

carmittee members SUJ;PJrted ale or both of the fo11owi..n; two 
f~ packages -- packages which flow fran the Cormittee' s 
principles. 
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Package #1 

l..lN<D1PENSATED CARE ALTERNATIVE FINA0CIN3 

AMX.JNI' RATE TO AM:XJNI' 
RAISED N:M RAISED RATE RAISED 

Option (mi11ioos) $10 MIL Selected (mi11ioos) 
T. F. MARK-UP $590 0.37% 6.43% $174 
GEN FUND/M' ('AID 

($10) $10 $10 $ 10 
ALCOHOL TAX $145 7% increase 7% increase $ 10 
arHER TOBACCO TAX N/A N/A N/A $ 20 
CASIID TAX $235 4.5%increase 9% $ 21 
EMPL'RS W/O INS 

PER EMPLOYEE $28/each $1000 $355 
ALL EMPLOYEES $ 0 $ 0 

'!OrM.•••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• $590 

Package #2 

UNa:::MPENSATED CARE ALTERNATIVE FINAOCIN:; 

.AMXJNI' RATE TO .AM:XJNT 
RAISED N:M RAISED RATE RAISED 

Option (mi11ioos) $10 MIL Selected (mi11ioos) 
T. F. MARK-UP $590 0.37% 6.51% $176

• GEN FUND/M' CAIn 
($10) $10 $10 $10 

ALO)H()L TAX $145 7% increase 7% $10 
OI'HER TOBACCO TAX N/A N/A N/A $20 
CASIID TAX $235 4.5increase 9% $21 
EMPL I RS w/o INS 

• PER EMPLOYEE $28/each $750 $266 
ALL EMPLOYEES $2.90/each $25 $86 

'!OrAL•••••••••••••.•••••••••••••••••••••••••••••••••••••••.••.••••. $590 

See Apperuli.x 5 for a ccrnp1ete copy of the carmittee' s reccmnendatioos• 

•
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c.	 RecnlUenda.ti.ClI1S of camdssic:mer of Health 

Before presentin;,J my reocmnendatioos, I would like to thank the 
Cc:mnittee members for their dedicatien, lCl1g 1xlurs of hard ~rk 

and	 CClC:lper'ative spirit that allowed the Comtittee to nove forward 
in this oc::nt:roversial area and to develop reccmnendations for 
altemative f:1narx:irq. 

I fully support the Cc:mnittee's reocmnendatioos. I would like to 
elaborate en ~ aspects of their f~. Specifically, I 
would :reccmnerrl that we: 

1.	 Maintain the h::Jspital mark-up as a safeguard in the event 
that other f:1narx:irq mechanisms are rot adequate to fully 
fund urxx:mpensated care. This is critical to the 
preservatien of the system's guarantee of full reimbursement 
for unccmpensated care. 

2.	 Dedicate any altemative tax used to :ftmd urxx:mpensated care. 
This would protect the funds fran being used for other 
purposes during future periods of fiscal oc::ntraints. 

I would like to take this opportuni.ty to E!Il'phasize that ~ of 
the Cc:mnittee 's reocmnendatials take very important steps tcMards 
a DDre c::cmprehensive and lCl1g tenn solutien to address 
urxx:mpensated care CX>Sts by insurin1 people wtx> 00 rot have 
coverage now: 

1.	 ~ Medicaid to brin3 in maxim.ml federal m:nies. Both 
reoc:mnended financing packages would result in fairly 
significant ~ to the State through the reduced mark-up. 
These ~ would be realized by reductioos in ~ for 
the Medicaid ProgLan and the state Eh"ployee Health Benefits 
Program via red1lCed h::Jspital charges for their beneficiaries. 
The State portien of the Medicaid expansien, which would be 
a1:x:lUt $10 millien ~ to the Deparbrent of Human 
services, could be fully financed by the state's savings 
resulting fran the lowering of the lxlspital mark-up. 

2.	 PLovidirYJ an incentive to employers to offer coverage through 
levyin,;J a surcharge en those employers wtx> 00 rx:>t offer 
coverage. 

These ~ reocmnendatioos will greatly i.ocxease the IU.1R1ber of 
persa1S with health insurance and they will also widen the 
financing base for urxx:mpensated care. Q:n::eLning the later, the 
recx:mnendatioos would bring in additicnal federal oc::ntributions 
in the case of the Medicaid expansien and rocnies fran employers 
wtx> cXn' t currently offer coverage for their employees in the 
case of the targeted employer surcharge. Further, the targeted 
anployer surcharge addLesses an inequity of the current system: 
anployers wtx> provide coverage for their workers CULTently pay 
for health care twice -- ooce for their own workers and again as 
the l'n9pital CX>Sts of care for uninsured persc:ns are factored 
into h:Jspital rei.nbJrsement rates. 
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CONCLUDllG STATEMENT OF a:M-1ISSICl£R OF HFAL'ni 

Sufficient and ca:xtrolled fi.rlancinJ of uncx:mpensated care has been a 
primary goal of the Depar1:merrl: of Health througt'out the 1980' s and 
especially duri.rYJ the three years of my terUJre as COmlissioner. All the 
facts and figures presented :in this report are important, but we nust IX>t 
let them obscure the overri.dinJ ~ple: the obligatien to assure 
universal access to acute care for all people :in New Jersey regardless of 
incane, while protect:inJ the rights of third-party payers. 

When a persc:n cx:mes to a }x)spital's ernerget'XJY department for needed 
inmediate attentien, or requires inpatient care, poverty or the lack of 
insurance shalld be IX> barrier to neoessazy diagI'X)Sis and treatIrent. But 
when employers or individuals wtx> could afford to purchase insurance fail 
to cD so, they shalld IX>t thereby escape payment for the societal cost of 
care for ttxJse wtx> cannot pay. 

Fortunately, New Jersey is a recognized leader en uncc:mpensated care 
issues. While many other states have experienced large-scale "dLUnping" of 
indigent patients to cnIy a few }x)spitals that are willinJ to care for 
them, our system has guaranteed payment :in full to all h:>spitals for the 
care of all patients. All New Jerseyans have :reasc::n to take pride in that 
achievement. 

In large measure, the success of our efforts in this area reflect the 
contributioos of many individuals wtx> are leaders :in New Jersey in their 
field, includ.:i.rg perscx~ :in the hospital industry, the insurance industry, 
business, labor, and PJblic life. Many of their names are listed in the 
appendices to this repor t, :in the lists of ccmnittee and subccmni.ttee 
members. '!be Depa.rt:ment of Health has benefited greatly fran their wisd:m 
and effort. ' 

It is, vitally inp:u:1:ant, :in my cpinien, for state decisien-makers to 
follow up en the reccmnenda:tioos of the Trust FUnd Advisory Q:mni.ttee 
outlined :in this report. The case for these reoarmendations is, I think, 
canpelling. The seeds for future iJnprovements will be famd in in.i.tiatives 
to expand private and PJblic health insurance, so that a.lrcost everyone will 
be covered for health care needs. 

• To the extent that individuals can pay for their own coverage, it's 
their obligatien to purchase it. To the extent that employers are able to 
afford it, it's their obligatien to offer it. To the extent that creative 
financing mechanisms can be fa.Jnd to maximize coverage cost-effectively, 
it's the state's obligaticn to pr01ot:e and facilitate ttxJse mechanisms. 

Our focus en acute care should IX>t obscure the need to include 
ambulatory, or nc:n-acute, care :in the mix of covered S&Vi.ces. Haspital 
care is the JOOSt expensive. When other se~ can be used to manage a 
patient's care just as effectively, or nora effectively, the patient sl'x:>u1d 
IX>t be prq;>elled into the }x)spital by an :inflexible re:imbursement systan. 

we've emphasized access thraJgln.rt this report. But, in the final 
analysis, access is rx:rt an em :in itself. Q1r state also oust ooosider the 
questicn, access to what? High-quality care, care that is hunanely and 
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efficiently provided, canprehensively structured and o:ntinuous in nature, 
is the real goal. F\.rt:ure efforts, I'm o:nfident, will focus en the quality 

•
 of care delivered to all patients regardless of incx::me, geography, age,
 
race, occupatien, or family status. 

Ev&yale wo:dd..rv1 in health :r;x>licy in the United states is aware that 
health care for the uninsured is a naticnal problem. As states like ours 
st:r:uggle to cxntain and manage this problem, we also must prod federal 
authorities to work with us and exercise greater leadership of their CMn. 

New Jersey's system can best be st::rergthened. as the natiCXla1 system is 
st::rergthened.• 

•
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1.	 NJ Uninsured by Family Inccme 
Relative to the Poverty Level, 1986. 

2. NJ Uninsured by Employment status, 1986. 

3.	 NJ Uncanpensated care Cost and ~ted care as 
a Percentage of Gross Hospital Revenue, 1983-1988. 
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CHART 1 

NEW JERSEY
 
UNINSURED BY FAMILY INCOME RELATIVE TO THE
 

POVERTY LEVEL (ALL AGES), 1986
 

Total Number Uninsured in 
New Jersey 843,000 

1.5 - 1.99 x 
Povertv, 
(10.3%)	 ~
 
87,000
 

3.0 x Poverty or 
Greater (35.5%) 

299,000 

NOTE: 
eAlmost half ofthe uninsured (45.2%) have incomes below 

twice the federal poverty level. 
eAlmost two-thirds of the uninsured (64.5%) have incomes 

below three times the federal poverty level. 

Source: NJ Subsample from the March 1986 Current Population Survey 
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CIART 2 

NEW JERSEY
 
UNINSURED BY EMPLOYMENT STATUS
 

(ALL AGES), 1986 

Minor Children
 
Not Living with
 

Parent
 
36,000
 
(4%)
 

Students (age 18 + )
 
54,000
 
(6%)
 

Unemployed Adults
 
Looking for Work &
 
Their Minor Children
 

79,000
 
(9%)
 

Elderly Persons 
(65 +) 
18,000 
(2%)---..., 

NOTE: 
-Ov@rthr@e-quartersofthe uninsured (77%) are employed 

or the dependent of an employed person. 

Source: NJ Subsample from the March 1986 Current Population Survey 

Total Number Uninsured in
 
New Jersey 843,000
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CHART 3 
;.: 

NEW JERSEY UNCOMPENSATED CARE COST AND
 
UNCOMPENSATED CARE AS A PERCENTAGE
 
OF GROSS HOSPITAL REVENUE, 1983-1988
 

Ratio of 
Uncompensated UncomJlensated 

Care Gross Care Cost to 
Year Amount Revenue Gross Revenue 

1983 $233 million $3.8 billion . 6.1% 
1984 $282 million $4.1 billion 6.8% 
1985 $323 million $4.4 billion 7.3% 
1986 $366 million $4.7 billion 7.8% 
1987 $465 million $5.2 billion 8.6% 
1988 $513 million* $5.6 billion* 9.2%* 
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Care Provided by lbspitals. 
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[THIRD REPRINT) 

SENATE, No. 2981 

SfATE OF NEW JERSEY 

INTRODUCED OCTOBER 17,1988 

By Senator CODEY 

31 AN ACT concerning uncompensated care in hospitals 3{andl 1 

supplementing Title 26 of the Revised Statutes and Title 18A 

J of the New fersey Statutes J, and making an appropriation 

thereforJ . 

5 

BE IT ENACTED by the Senate and General Assembly of the 

7 State of New Jersey: 

1. The Legislature finds and declares that: 

9 a. Access to quality health care shall not be denied to 

residents of the State because of their inability to pay for the 

11 care; there are many residents of the State J, particularly those 

with incomes below the federal poverty level.J who cannot pay 

13 for needed hospital care and in order to ensure that these persons 

have equal access to hospital care it is necessary to maintain a 

15 mechanism which will ensure payment of uncompensated hospital 

care; and to protect the fiscal solvency of the State' s general 

17 hospitals. as provided for in P.L.1971. c.136 (C.26:2H-1 et al.). it 

is necessary that all payers of health care services share 3{inl 

19 equally in the3 payment of uncompensated care on a Statewide 

basis. 

21 b. The "New Jersey Uncompensated Care Trust Fund," created 

pursuant to P.L.1986. c.204, by which hospitals may collect their 

!3 reasonable cost of 3approved3 uncompensated care. has resulted 

in 3[a high degree of] unobstructed3 access to health care for 

25 residents without insurance who otherwise are unable to afford 

care. 31The fund has increased the stability and eq~ity of the 

27 payment system without increasing the cost. by instituting a 

Statewide coUection mechanism in place of the previous 

29 hospital-specific price add-cns;) It must be noted. however. that 

many hospitals in the State are not consistently collecting 

31 information about patients. resulting in a serious lack of 

demographic data on the profile of persons whose hospital care 

33 has led to spiraling uncompensated care costs. and seriously:. 

EXPLA~TtON--Matt.r .nclos.d in bold-fac.d brack.ts [thus) In the 
above bill is not .nacted and is int.nd.d to b. a-ittfd in the la~. 

Matt.r und.rllned Ulu Is n.., ...U.r.
 
~tt.r .nclos.d in sup.rscript nu..rals has b.en adopted as foll~:
 
Z S.nat. StH c~itte. aMendm.nts adopted O.c..o.r 8. 1988.
 
3 S.nat. SR' ca-Mitte. aMendm.nts adopted O.c..o.r 8. 1988.
 

Ass..oly floor a-end..nts adopted January 10. 1989. 
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hampering hospital financial collection efforts. Bad debt 

collection should be one of the highest priorities of each hospi tal 

and the Department of Health.3 

c. The "Uncompensated Care Trust Fund Advisory 

Committee," also created pursuant to P.L.198S. c.204, has 

3{conducted a thorough study of all] examined at length3 

altemative means of financing 3[health care for the Wlinsured) 

hospital care for those who cannot pay3, the reasons for 

3{uninsurance and) a lack of insurance coverage and some3 

altemative means of providing 3[coverageJ health careJ. The 

Commissioner of Health has submitted a 3[comprehensive]3 

report to the Governor and the Legislature which 3[analyzes the 

demographics! addresses the conceptJ of uncompensated care, 

3[the economics of uncompensated care and alternative) ili 
economic implications and many of the3 means by which to 

fmance uncompensated care. 

3d.3 Although New I ersey has 3[consistently)3 expanded 

Medicaid entitlement for 3[the lowest income New Jerseyans] 

certain residents of low income, to provide them with better 

quality health care and3 to optimize federal contributions, 3(the 

Department of Health found that there are still over 840,000 New 

JerseyanS lacking health insurance. Over 40% of these uninsured 

_ are employed. mlUlY of them by small employers who need 

encouragement to offer health benefits) it is clear that further 

State action is required. The Medicaid and medically needy 

programs in New [ersey should be expanded to provide the 

maximum coverage permitted under federal law. particularly for 

pregnant women and young children. in order to ensure greater 

access to primary. preventive health care in an appropriate 

setting such as a physician' s office. rather than the more costly 

and inappropriate setting of a hospital emergency room. For 

every New Jersey hospital patient whose hospital care costs are 

charged to uncompensated care and who is eligible for Medicaid 

or medical!I needy coverage. this State loses fede'ral dollars in an 

amount equal to one half of ~hat patient's hospital bill3. 

3[d.] !!:.3 Having received and 3thoroughly3 reviewed the report 

3by the Commissioner of Health3, it is evident that 3the 

continuation of3 the fund is 3(stiU]3' necessary 3, with 

modifications, 3 to ensure 3[the appropriate .and equitable 

.
 
. ..., 

~ ': . 
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1 financing of services to the uninsured. However. recognizing the 

burden that financing the fund places on the payers of health 

3 care.] access to hospital care for those who cannot afford to pay 

and the fiscal. solvency of hospitals. At the same time. the State 

5 should take further actions to: provide more comprehensive 

Medicaid coverage for the medically indigent. ensure appropriate 

7 reimbursement for hospital emergency room services according 

to the level of care required by the patient. reduce the rate of 

9 increase in health insurance premiums and explore and implement 

~3 initiatives 3{will be explored and implemented]3 to 

11 reduce the amount of uncompensated care in this State without 

impairing access to care. 

13	 2. As used in this act: 

"Commission~ means the Hospital Rate Setting Commission 

15 established pursuant to section 5 of P.1..1978. c.83 (C.26:2H-4.1). 

"Commissioner" means the Commissioner of Health. 

17 "Department" means the Department of He~lth. 

.. Fund" means the o. New Jersey Uncompensated Care Trust 

19 Fund" established pursuant to this act. 

"Hospital~ means a general acute care hospital whose schedule 

21 of ~tes is approved by the commission pursuant to section-11 of 

P.J,..1978. c.83 (C.26:2H-18.1). 

23 "Payer" means a governmental or nongovernmental third party 

payer or any purchaser of hospital services whose hospital 

25 reimbursement rates are established by the commission pursuant 

to P.L.1971. c.136 (C.26:2H-1 et a1.). 

27 ~Uncompensated care" means inpatient and outpatient care 

provided to medically indigent persons and bad debts as defined 

29	 by regulation of the department pursuant to P.1..191l. c.136, 

(C.26:2H-1 et al.). 

31	 3. The commission is authorized to approve a hospital' s rates 

to achieve an equitable coUec tion and distribution mechanism 

33	 among hospitals in the State for payment of uncompensated care 

pursuant to the provisions-of this act. 

35	 4. There is established the "New Jersey Uncompensated Care 

Trust Fund" in the Department of Health. 

37 a. The fund shall be comprised of monies collected from 

hospitals pursuant to this act and 2any ' other2 monies 

39 appropriated 2{from the General Fundi thereto2 to carry out the 
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1 purposes of this act. 

The fund shall be a nonlapsing fWld dedicated for use by the 

3 department: (1) to distribute payments for the cost of 

uncompensated care in the State. (2) to subsidize!, pursuant to 

5 the provisions of section 3(16) 153 of this act. a1 pilot health 

insurance 1(programs that are created] program1 for small 

7 businesses. 3{and]3 (3) to fWld the reasonable cost of 

administering the fWld 3, and (4) to fWld the reasonable cost of 

9 preparing and disseminating health insurance information to 

e,!,ployers pursuant to section 13 of this act3; except that. 

11 monies collected from hospitals pursuant to this act shall not be 

used for the purpose of subsidizing pilot health insurance 

13 programs for small businesses. Interest earned on monies 

deposited in the fWld shall be credited to the fWld. 

15 b. The fWld shall be administered by a person appointed by the 

commissioner in consultation with the Uncompensated Care Trust 

17 Fund Advisory Committee established pursuant to section 5 of 

this act. 
19 The administrator of the fWld is responsible for overseeing and 

coordinating the collection and disbursement of fWld monies. The 

21 administrator is responsible for prompVy informing the 

commission and the commissioner if monies are not or are n6t 

23 reasonably expected to be collected or disbu~ed or if the fWld' s 

reserve as established in subsection c. of this section falls below 

25 the required level. 

c. The (WId shall maintain a reserve equal to 1/12 of the 

21 fWld's total estimated annual payment for uncompensated care 

costs for the prior calendar year. 

29 S. a. 2W2 There is created in the department a 1{19-member! 

3{22-member1) 23-member3 Uncompensated Care Trust Fund 

31 Advisory Committee which shall be comprised of the 219 

members of the Uncompensated Care Trust Fund Advisory 

33 Committee created pursuant to P.L.1986. c.204 which 19 

members shall continue to serve the terms to which 'the)! were 

35 appointed pursuant to P.L.1986. c.204. Upon enactment of this 

act, the representation and manner of appointment that applied 

31 to those members shall continue to apply to reappointments to 

the committee as follows: the2 Commissioners of Health. Hwnan 

39 Services and Insurance and the Public Advocate. or their 

.~.,.' 

You are viewing an archived copy from the New Jersey State Library



.' . 

. ....
 

'.. 

..i 

.". 

:.1 

..i ..... 

..: 

S2981 [3RI 

1 designees who shall serve ex officio; two members of the Senate 

to be appointed by the President thereof. no more than one of 

3 whom shall be of the same political party. and two members of 

the General Assembly to be appointed by the Speaker thereof. no 

5 more than one of whom shall be of the same political party; 

2[1two public members who have professional expertise in the 

7 area of health care fmancing, one each to be appointed by the 

President of the Senate and the Speaker of the General 

9 AssemblYi 1]2 and l[l1J 2[12 1] li2 members appointed by the 

Governor as follows: one person who represents the Office of the 

11 Governor who shall serve ex officio and 1[101 2[l!1] 102 public 

members who include 1[twoJ 2[three1I tw02 persons who 

13 represent payers, one to be appointed upon the recommendation 

of Blue Cross and Blue Shield of New Jersey. [nc., 1[andJl 2and2 

15 one upon the recommendation of the Health Insurance 

Association of America 2[1 and one upon the recommendation of 

17 ,the New Jersey Health Maintenance Organization1]2; two persons 

who represent hospitals in the State to be appointed upon the 

19 recommendation of the New Jersey Hospital Association; two 

persons who represent business and industry in this State. one to 

21 be appointed upon the. recommendation of the New Jersey 

Business and [ndustry AssOciation and one upon the 

23 recommendation of the New Jersey State Chamber of Commerce; 

two persons who represent organized labor in this State. to be 

25 appointed upon the recommendation of the New Jersey State 

AFL-CIO; and two persons who are consumers of health care. 

27 2(2) ~ [n addition to the 19 members appointed in the manner 

hereinabove. there shall be appointed 3[threeJ fourJ members as 

29 follows: two public members who have professional expertise in 

the area of health care financing. one Poach to be appointed ~by the 

31 President of the Senate and the Speaker of the General Assembly. 

and one public member who represents payers to be appointed by 

33 the Governor upon the recommendation of the New Jersey Health 

Maintenance Association 3and one public member who represents 

35 business and industry to be appointed by the Governor upon the 

recommendation of the New [ersey chapter of the National 

37 Federation of Independent Business3~2 

2[TheJ Except for the public members continuing their term as 

39 provided hereinabove. the2 public members shall serve 

. '.' 
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for a term of 2[threeJ tw02, years 2{andJ. Those public members 

continuing their term2 are eligible for reappointment 2bY their 

appointing authority for a term to expire ,on 

December 31. 19902, Vacancies in the advisory committee shall 

be filled in the same manner as the original appointments were 

made 2for the unexpired term2, 

The advisory committee shall organize as soon as practicable 

after the appointment of its' members and shall select a 

chairperson from among its Ipublic 1 members. Members of the 

advisory committee shall serve without compensation but shaH be 

reimbursed for the necessary expenses incurred in the 

performance, of their duties as members of the advisory 

committee. 

b. The advisory committee shall: 

(1) Review the methodology and assumptions used by the 

department to establish the Statewide uncompensated care 

add-on pursuant to section 6 of this act. and advise the 

commissioner on its conclusions about the accuracy of the 

calculahons; 

(2) Make recommendations to the commissioner on the 

.procedures that shall be used to audit uncompensated care	 at the 

hospitals. including methods of indigent care cost recovery and 

bad debt collection by the hospitals; 

(3) Make recommendations to the commissioner on additional 

methods of funding uncompensated care that may be used to 

supplement funding methods already implemented; 

(4) Make recommendations to the commissioner on initiatives 

designed to reduce uncompensated care in the State; 

(5) Make recommendations to the commissioner on methods to 

ensure appropriate reimbursement for primary care in hospital 

emergency rooms: 

(6) Make recommendations on initiatives to expand •health 

insurance coverage in the State: 

(1) M'ake recommendations to the commissioner to maximize 

federal. State and local participation in public assistance 

programs: 3(andJ 

(81 Analyze the possible impact of an increase in the rate of 

unemployment in the State on the amount of uncompensated care 

provided by hospitals and advise the commissioner on its 

" . '" 

, .
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1 conclusions about the projected impact of the limit on the 

unifonn Statewide uncompensated care add-on, established 

3 pursuant to subsection b. of section 6 of this act, on hospitals 

under those economic condi tions; and3 

5 3((8)] (ill3 Make recommendations to the commissioner 

concerning any aspect of the fund. 

7 c. There is created within the advisory committee a 

1(nine-memberl 3(l2-member1] 13-memberJ subcommittee on 

9 hospital audit and collection pra~tices. 

The subcommittee shall be comprised of the Commissioners of 

11 Health and Human Services, Ithe State Treasurer1 and the Public 

Advocate. or their designees. who shall serve ex officio and 1[sixl 

13 3(eight1] nine3 public members. The public members shall be 

appointed by the commissioner and shall include: two persons 

15 who represent payers. one to be appointed upon the 

recommendation of the Health Insurance Association of America 

17 and one to be appointed upon the recommendation of Blue Cross 

and Blue Shield of New Jersey, Inc.; two persons who represent 

19 hospitals in the State to, be appointed upon the recommendation 

of the New Jersey Hospital Association; Itwo certified public 

21 accountants who are knowledgeable about hospital audit and 

collection procedures. to be appointed upon the recommendation 

23 of the New Terser chapter of the American Institute of Certified 

Public Accountants; 1 and 3(twol three3 persons who represent 

25 business and indUstry in this State. ane to be appointed upon the 

recommendation of the New Jersey Business and Industry 

27 Association 3(and] t 3 one to be appointed upon the 

recommendation of the New Jersey State Chamber of Commerce 

29 3and one to be appointed upon the recommendation of the New 

[ersey chapter of the National Federation of Independent 

31 Business3. 

The members of the subcommittee may be members of the 

33 advisory committee. The public members of the subcommittee 

shall serve for a term of 2[three] tw02 years Z(and are eligible for 

35 reappointment. but of the members first appointed. 1(twol three1 

shall serve for a term of one Y,ear. l[twol three1 for a term of 

37 two years and two for a term of three years]2. Vacancies in the 

... ' 

39 

subCommittee shall be filled in the same manner as the original 

appointments are made 2for the unexpired term2. 
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1 The subcommittee shall organize as soon as practicable after 

the appointment of its members and shall select a chairperson 

3 from among its members. Members of the subcommittee shall 

serve without compensation but shall be reimbursed for necessary 

5 expenses incurred in the performance of their duties as members 

of the subcommittee. 

7 The purpose of the subcommi ttee is to make recommendations 

to the advisory committee on the procedures that are used to 

9 audit uncompensated care at the hospitals and on the procedures 

t!utt are used to coilect delinquent hospital bills. 

11	 6. a. For the periods beginning January or July of the 

hospitals' rate year. the department shall determine a uniform 

13 Statewide uncompensated care add-on. The commission shall 

approve the add-on before it is included in hospital rates. 

15 The add-on shall be determined by dividing the Statewide 

amotmt or approved uncompensated care plus an amount adequate 

17 to fund the reasonable cost or administering the fund pursuant to 

subsection a. or section 4 or this act and to maintain the reserve 

19 pursuant to subsection c. of section -I of this act. by the 

Statewide amount of approved revenue for all payers and 

21 approved revenue for medically indigent. persons less the 

Statewide amount of approved uncompensated care. 

23 The add-on and any increases made to the add-on are an 

allowable cost and shall be included as part or the hospital's 

25 rates as established by ,the commission. 

b. The amount of money raised by the uniform Statewide 

27 uncompensated care add-on. as a percentage of all govemmental 

and nongovernmental approved revenue. shaH not exceed 3[by one 

29 percentage point the percentage which is in effect on January 1. 

• 1989] 13%3. 

31 3c. The uniform Statewide uncompensated care add~on for 

patients whose hospital bills are paid by a health maintenance 

'. , 33 organization or other payer which has negotiated a discounted 

tate or payment with the hospital shaH be based on the full rate 

35 or reimbursement for the services provided by the hospital to the 

patient under the hospital reimbursement system established 
" 37 pursuant to' P.L.1978. c.83, rather than on the discounted rate of 

t', payment.3 

39 3[2£:.)!!:,3 No provision of this section shall be construed to 

.." 
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1 preclude the commission from approving individual hospital rate 

increases for uncompensated care in addition to the add-on. Such 

3 increases. however. shall not he paid from the moneys in the 

3[fundJ Uncompensated Care Trust Fund3~2 

5	 7. a. The commission shall approve each hospital's reasonable 

uncompensated care costs and shall ensure that uncompensated 

7 care services financed pursuant to this act are provided in the 

most appropriate and cost-effective manner which the 

9 commission determines hospitals can reasonably be required to 

achieve. The commission shall reduce a hospi tal's reasonable 

11 uncompensated care costs by the amount of overpayment for' 

patient care services. if any. by the Medicare program 

13 (Pub.L.89-97. 42 U.S.C. § 1395 et seq.). the Medicaid program 

(P,L.1968. c.413. C.30:4D-1 et seq.). or any payer or purchaser of 

15 hospital services whose hospital reimbursement rates are not 

established by the commission pursuant to P.L.1971. C.136 

17 (C.26:2H-1 et a1.). For the purposes of this section, 

'overpayment" means 1[patient service revenuel reimbursement 1 

19 in excess of that allowed by section 5 of P.L.1978, c.83 

(C.26:2H-4.1). 

21 The commission shall require a hospi tal which engages in 

"inefficient or inappropriate provision of uncompensated care 

23 services to submit to the commission a cost reduction plan. The 

commission may prospectively reduce the hospi tal's 

25 uncompensated care payments for failure to submit or implement 

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

27 b. The commission shall semiannually determine the amount a 

hospital shall pay to the fund or the fund shall pay to the hospital. 

29 as appropriate. 

The hospital payment ,to the fund shall be funded by the 

31 uniform Statewide uncompensated care add-on determined 

pursuant to section 6 of this act. which is charged by the hospital 

33 to all payers. 

The commission shall require a hospital whose uncompensated 

35 care costs are lower than the amount the hospital will receive 

from the uniform Statewide uncompensated care add-on to remit 

37 the net difference to the fund. The commission shall authorize a 

hospital whose uncompensated care costs are higher than the 

39	 amount the hospital will receive from the uniform Statewide 

uncompensated care add-on to receive the net difference from 

..,,: .. 
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1 the fund. 

8. a. Hospitals required to remit the net difference of funds 

3 received from payers pursuant to subsection b. of section 7 of 

this act shall remit the funds in equal installments at the end of 
, ' 5 every month. 

b. If a hospital is delinquent in its required payment to the 

7 fund, the commission may, pursuant to rules and regulations 

adopted by the commissioner, remove from that hospital's 

9 schedule of rates the uniform Statewide uncompensated care 

add-on or levy a reasonable penalty on the hospital. The penalty 

11 shall be recovered in a summary civil proceeding brough\ in the 

name of the State in the Superior Court pursuant to "the penalty 

13 enforcement law," (N. J.S.2A:58-l et seq.). Penalties collected 

pursuant to this section shall be deposited in the fund established 

15 pursuant to this act. 

c. Hospitals authorized to receive payments from the fund 

17 pursuant to subsection b. of section 7 of this act shall receive the 

payments on a monthly basis. 

19 9. a. A hospital shall not be reimbursed for the cost of 

uncompensated care unless the commissioner certifies to the 

21 commission that the hospital has followed the procedures 

pursuant to this section and section 10 of this act. For the 

23 purposes of this section arid section 10 of this act, I" designated 

hospital employee" means an employee of the hospital who has 

25 received training in the collection of patient financial data and 

identification of third party coverage and in assessing a patient's 

27 eligibility for public assistance: and 1 ., responsible party" means 

any person who is responsible for paying a patient's hospital bill. 

29 b. A l[hospital admissions officer or appropriate] designated 

hospital l employee shall interview a patient upon the patient' s 

31 initial request for care. If the emergent nature of the patient' s 

required health care makes the immediate patient interview 

33 impractical. the 1[officer or! designated hospita[1 employee shall 

interview the patient's family member, responsible party or 

35 guardian, as appropriate1£. In all instances except where it is 

medically inappropriate to interview the patient and where 

37 there], but if there l is no family member, responsible party or 

guardian, Ithe designated hospital employee shall interview1 the 

39 patient1[, family member. responsible party or guardian shall be 

" 

. ' .'. 
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1 interviewed)1 within five working days of the patient' 5 admission 

into the hospital lor prior to discharge, whichever date is sooner1, 

3 c. A patient interview shall. at a minimum, include the 

following inquiries: 

5 (1) The 1[hospital admissions officer o~)l designated hospital 

employee shall obtain documentation of proper identification of 

7 the patient. Documentation of proper identification may include. 

but shall not be Limited to. a driver's license, a voter registration 

9 card. an alien registry card. a birth certificate. an employee 

identific.ation card. a Wlion membership card. an insurance or 

11 welfare plan 'identification card or'a Social Security card. Proper 

identification of the patient may also be provided by personal 

13 recognition by a person not associated with the patient. 

l{Non-associated persons may include. but shall not be limited to. 

15 police officers, firefighters. members of an ambulance or rescue 

squad or hospital personnel.]l For the purposes of this paragraph. 

17 "proper identification" means the patient's name: mailing 

address: residence telephone number; date of birth; Social 

19 Security number; and place land type 1 of employment, 

employment address and employment telephone number, as 

21 applicable. 

(2) The 1[hospital admissions orncer orJl designated hospital 

23 employee shall inquire of the patient. family member. responsible 

party or guardian. as appropriate. whether the patient is covered 

25 by health insurance. and if so. shall request documentation of the 

evidence of health insurance coverage. Documentation may 

27 include. but shall not be limited to. a government sponsored 

health plan card or number. a group sponsored or direct 

29 subscription health plan card or number. a commercial insurance 

identification card or claim form or a Wlion welfare plan 

31 identification card or claim form. 

(3) l{The hospital admissions officer or] If evidence of health 

33 insurance coverage for the patient is not documented or if 

evidence of health insurance coverage is documented but the 

35 patient's health insurance coverage is Wllikely to proVide 

payment in full for the patient' s account at the hospital. the1 

37 designated hospital employee shall make an initial determination 

of whether l[a] the1 patient is eligible for participation in a 

39 public assistance program. If the l[officer or]1 employee 

..":.: _. '. :;
">......' ~':., 
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1 concludes that l[al the l patient may be eligible for a public 

assistance program. the l[officer orl l employee shall' so advise 

3 the patient. family member. responsible party or guardian. as 

appropriate. The l[officer orl l employee. either directly or 

5 through the hospital's social services office. shall give the 

patient. family member, responsible party or guardian. as 

7 appropriate. the name. address and phone number of the public 

assistance office that can assist in enrolling the patient in the 

9 program. The 1[officer 01'1 1 employee. or the social services 

office of the hospital. shall also advise the public assistance 

11 office of the patient's possible eligibili ty I, including possible 

retroactive or presumptive eligibility,l for the program. 

13 (4) I[The hospital admissions officer orl If evidence of health 

insurance coverage for the patient is not documented or if 

15 evidence of health insurance coverage is documented but the 

patient 0 s health insurance coverage is unlikely to proVide 

17 payment in full for the patient's account at the hospital. and the 

patient does not appear to be eligible for public assistance, the l 

19 designated hospital employee shall Ideterrnine if. the patient is 

eligible for charity care pursuant to regulations adopted by the 

21 commissioner. If the patient does not .Qualify for charity care, 

the designated hospital. employee shall i request from the patient, 

23 family member. responsible party or guardian. as appropriate. the 

patient's or responsible party's place of employment. income. 

25 real property and durable personal property owned by the patient 

or responsible party and bank accounts possessed by the patient 

27 or responsible party. along with account numbers and the name 

and location of the bank. 

29 10. a. If, upon the discharge of a patient from the hospital. 

the patient 0 s account has not been paid in full by the patient or 

31 responsible party or by health insurance. or it is unlikely that the 

patient's account will be paid in full by the patient or responsible 

33 party or by health insurance. as identified pursuant to paragraphs 

(2) and (3) of subsection c. of section 9 of this act. and the 

35 patient or responsible party 1[has assets asl is likely to have 

assets such as those1 identified pursuant to paragraph (4) of 
,. ... 

:, 
.'. "., 

'1"', \ .• 

37 subsection c. of section 9 of this act. a hospi tal shall follow the 

collection procedure pursuant to this section if the patient 0 s 
.':' . 

' .. ' '.:. 
". 
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1 aggregate outstanding balance exceeds the cost of collecting the 

account. A hospital shall comply with the collection procedure 

3 on all outstanding accounts WltH the point is reached where the 

cost of collection exceeds the patient's outstanding balance. 

5 b. The hospital shall commence the collection procedure 

within two weeks after a patient's discharge from the hospital or 

7 date of service at the hospital. 

The collection procedure shall include: 

9 (1) At least three billing statements. each sent at intervals ~f 

no longer than four weeks. shall be sent to the patient' s or 

11 responsible party' s mailing address. l(A hospital is not required 

to comply with this provision if mail sent to the patient' s or 

13 responsible party's mailing address has twice been returned to 

the hospital. and hospital personnel. after reasonable effort. are 

15 Wlable to determine a new mailing address for the patient or 

responsible party; 

17 (2)]1 At least two collection follow-up letters shall follow the 

three billing statements. The collection follow-up letters shall 

19 be sent to the patient's or responsible party's mailing address at 

an interval of no longer than three weeks. Each collection 

21 follow-up letter shall state the amount due and owing. t~e, 

collection history on the' accOWlt and the hospital's intention to 

23 proceed with legal action if the outstanding balance is not paid in 

full or. in the alternative. the patient or responsible party fails to 

25 enter into payment arrangements with the hospital. 3Each 

collection follow-up letter shall request a partial payment of the 

27 outstanding balance in the patient' s account as the minimum 

" amoWlt due and shall offer to establish a payment schedule for 

29 the remainder of the outstanding balance in the patient' s accoWlt 

based upon the patient's or responsible party' s ability to pay. 

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

patient or responsible, party to contact. and a telephone number 

33 for the patient or responsible party to call. in order to arrange 

such a payment schedule.3 

35 A hospital is not required to comply with l[this provision] the 

requirements of sending a third billing statement or two 

37 collection follow-up letters l if mail has twice been returned to 

the l{facility] hospital1, and hospital personnel. despite 

39 reasonable efforts. are unable to determine anew mailing address 

...... ;. : 

",' ..... 
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1 for the patient or responsible party; 

1[(3)] B}1 At least three attempts to reach the patient or 
..... : 

. ~', 3 responsible party by telephone shall be made l[by hospital 
0", • personnel,]1 if hospital personnel have determined a residence or 

5 business telephone number for the patient or responsible party. (f 

1hospital personnel are not able to make1 telephone contact with 

7 the patient or responsible party 1Us not madeJl after three 

attempts. the hospital shall send a collection telegram; 3(and]3 

9 1[(4)] ill1 Legal action to collect the amount due and owing on 

the patient's account 1shall be taken1 3(.] ;and 

11 (4) The hospital shall request the department, on behalf of the 

fund. to request the Department of the Treasury to apply or 

13 cause to be applied the income tax refund or homestead rebate 

due the patient or responsible party, or both the income tax 

15 refund and homestead rebate. or so much of either or both as is 

necessary to recover the amount due and owing on the patient' s 

17 account, pursuant to section 1 of P,L.19B1. c.239 IC.54A:9-B.1 et 

Seg.), for which purpose the patient's outstanding balance shall 

19 be considered a debt to the fund and the fund shall be considered 

an agency of State govemment.3 

21 c. Unless the cost of completing the proced':!re. in part or in 
its entiretY. exceeds the outstanding balance on a patient.' s 

23 account. a hospital shall complete the procedures in paragraphs 

(1)1[, (2) and (3)) and (2)1 of subsection b. of this section before 

25 submitting appropriate documentation and requesting from the 

commissioner that the hospital be reimbursed on a delinquent 

27 account from the fund. 

(f any payment on a delinquent account is received as a result 

29 of compliance with the procedures in subsection b. of this section 

and the hospital has already received payment from the fund. the 

• amount of money the hospital is entitled to receive from the fund 

shall be adjusted pursuant to procedures established by the 

33 commission. 
•.. - ;" d. This section shall not apply to a patient who qualifies for 

," 35 charity care pursuant to rules and regulations adopted by the 

commissioner. This se~tion also shall not apply to a patient who 

37 qualifies for care under the federal Hill-Burton program pursuant 
.. '." . 

,-:'"" to 42 U.S.C. §291 et seq. 
,: 39 e. The commissioner. after' review by the Uncompensated Care 

:~ . 
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Trust Fund Advisory Committee. shall adopt rules and regulations 

to effectuate the purposes of this section and section 9' of this 

act; except that nothing in this section or section 9 of this act 

shall be construed to prohibit the commissioner from adopting 

rules and regulations that are more stringent than the provisions 

of this section and section 9 of this act. 

11. a. The department shall annually provide for an audit of 

each hospital's uncompensated care within a time fram~ 

established by rules and regulations adopted by the commissioner. 

b. Prior to the department's final approval of the audit. the 

results of the audit shall be reviewed with the hospital. If a 

hospital disputes an audit adjustment. the hospital may appeal the 

adjustment to the commission. The commission shall resolve the 

dispute within 90 calendar days of the date on which the hospital 

appealed the adjustment. 

c. Upon receipt and acceptance of the final audit. the 

commission. wi thin 90 calendar days. shall adjust a hospital's 

schedule of rates so that the rates reflect the audit adjustment. 

12. The commission shall adjust a hospital's schedule of rates 

to ensure that services which are provided to emergency room 

patients who. do not requir~ those services on an emergency basis 

are reimbursed at a rate appropriate for primary care. according 

to regulations adopted by the commissioner. 3Nothing in this 

section shall be construed to restrict the right of the commission 

to increase a hospital's schedule of rates for required emergency 

services. except that the increase shall not be solely to offset a 

reduction in hospital revenue as a' result of reduced rates for 

primary care provided in the emergency room, 3 

Nothing in this section shall be construed to permit a hospital 

to refuse to provide emergency room services to a patient who 

does not require the services on an emergency basis. 

3{13. If the State is not eligible to receive federal matching 

funds to cover the cost of the uniform Statewide uncompensated 

care add-on .for receipt of medical assistance under the Medicaid 

program pursuant to P.L.1968. c.413 (C.30:4D-l et seq.). the 

State is not liable for the amount of the federal matching funds. 

2The amount of the federal matching funds shall be included in 

the add-on for all payers except Medicaid.2]3 

3(14.] 13.3 Any employer in this State who does not provide 

.. 
" .. :. 
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1 health insurance coverage to its employees is required to provide 

employer assistance and to inform all· of its current and 

3 prospective employees about the importance of having health 

insurance coverage. The employer shall also make a good faith 

5 effort to assist any employee who wishes to purchase health 

insurance from a health insurance carrier. 

7 For the purposes of this section. "employer assistance" means 

1[obtaining information] the dissemination to a~l current and 

9 prospective employees of information obtained 1 from the 

department on health insurance products available in the State 

11 for employees and their dependents1[. and disseminating this 

information to all current and prospective employees]1, 

13 The department shall prepare and have ready for dissemination 

. to employers information on health insurance products available 

15 in the State. within 60 days of the 3[effective date] date of 

enactment3 of this act. 

17 3[15.]12:,3 a. Every student enrolled as a full-time student at 

a public or private institution of higher education in this State 

19 shall maintain health insurance coverage which provides basic 

hospital 3[and medica1l3 benefits. The coverage shaH be 

21 maintained ~roughou~ the period of the student' s enrollment.· 

b. Every student enrolled as a full-time student shall present 

23 evidence of the health insurance coverage required by subsection 

a. of this section to the institution at least annually, in a manner 

25 prescribed by the institution. 

c. The State Board of Higher Education shall require all public 

27 and private institutions of higher education in this State to offer 

health insurance coverage on a group or individual basis for 

29 purchase by students who are required to maintain the coverage 

pursuant to this section. 

31 The State Board of Higher Education shall adopt rules and 

regulations pursuant to the "Administrative Procedure Act." 

33 P.L-1968. c.410 (C.52:14B-1 et seq.) to carry 2out2 the purposes 

of 3subsections a.. b. and c. of3 this section. 

35 3d. The Student Assistance Board in the Department of Higher 

Education shall ad02t rules and regulations to require that a 

37 public or private institution of higher education in this State 

consider the coverage regluired pursuant to this section as an 

39 educational cost for purposes of determining a student' s 
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1 eligibility for financial aid. 3 

3{d.] ~3 No thing in this sec tion shall be construed to permit a 

3 hospital in this State to deny access to hospital care to a 

full-time student whose health insurance coverage required by 

5 this section lapses for any reason. 

3r. The provisions of this section shall not apply to a person 

7 who is a participant in the REACH program established pursuant 

to P.L.1987. c.282 (C.~4:10-9 et Seq.).) 

9 3{16.1 ~3 The administrator of the fund is not required to 

repay to the General Fund any portion of the direct appropriation 

11 of State funds made pursuant to P. L.1986. c.204 that is remaining 

in the fund as of December 31. 1988. 1[The State funds shall 

13 remain in the fund and shall be used for the purpose of subsidizing 

health insurance programs for small businesses that will be 

15 designed to reduce the amount of uncompensated care in this 

State and for the purpose of carrying out the provisions of section 

17 14 of this act.] 

The amounts remaining In the fund shall be credited to a 

19 special account to be known as the ·Uncompensated Care 

Reduction- Pilot Program" account and shall be used to subsidize· 

. 21 or otherwise provide financial assistance for a health insurance 

pilot program for small businesses: except that the monies. and 

23 any interest earned thereon. shall remain in the account until 

such time as a law is enacted which establishes the health 

25 insurance pilot prostram for small businesses and which 

appropriates the monies in the account. 1 

27 3[17.] 16.3 The commissioner shall report 2{annuallyl ~ 

before December 3[31] 13, 1989 and on or before December 31, 

29 19902 to the Governor and the Senate tnstitutions. Health and 

Welfare 2[andl Commi ttee. the Senate Revenue. Finance and 

31 Appropriations Committee.2 the General Assembly Health and 

Human Resources 2[Committees] Committee and the General 

33 Assembly Appropriations Committee2, or their successors. on the 

2activities and accomplishments of the Uncompensated Care 

35 Trust Fund Advisory Committee. the2 cost to the State and other 

payers of uncompensated hospital care in the State and the 

37 effectiveness of the New Jersey Uncompensated Care Trust Fund 

in ensuring access to health care services for all residents of the 

39 State. ensuring payment of uncompensated hospital care costs in 
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the State, and protecting the fiscal solvency of the State's 

general acute care hospitals. IThe 2[~portl reports2 shall also 

include the names of all hospitals which have been required to 

submit a cost reduction plan pursuant to section 7 of this act and 

any actions taken by the commission against a hospital for failure 

to submit or implement the plan. 1 

2ln the report issued on or before December 3(:311 !.3~ 1989. the 

commissioner shan include a recommendation for an alternative 

me~ of funding uncompensated care. 2 3The commissioner shall 

appear before the Senate [nstitutions. Health and Welfare 

Committee and the General Assembly Health and Human 

Resources Committee to. discuss that report no later than 

December 31. 1989.3 

The commissioner shaH accompany 2[thel eachZ report with 

any recommendations for legislative or administrative action that 

the commissioner deems necessary 3{, including whether an 

increase in the amount of money raised by the uniform Statewide 

uncompensated care add-on. beyond the limit established 

pursuant to subsection b. of section 6 of this act. is necessary]3. 

3[l!.!.1 ~3 A hospital shall not advertise- by any means3[L13 

the availability. of uncompensated care that is provided at the 

hospital pursuant to this act. Nothing in this section shall be 

construed to prohibit a hospital from advertising its requirement 

to provide charity care under the federal Hill-Burton program 

pursuant to 42 U.S.C. §291 et seq. 1 

3[119.1 18.3 A hospital that does not claim any deduction for 

bad debt for the purpose of the department's determination of 

that hospital' 5 uncompensated care factor pursuant to 

N. [.A.C.B:31B-4.39. is eligible for full reimbursement for charity 

care. as provided pursuant to N. [.A.C.B:31B-4.37, for aU eligible 

patients regardless of a patient' s state of residence: except 

that3[L13 this section shall not apply in the case of a patient who 

is not a resident of the United States. 1 

3{2Z0.1 19.3 a. The cost of advanced life support services 

proVided pursuant to P.L.198". c.146 (C.26:2K-7 et Seq.) to 

medically indigent persons incurred through a hospital's provision 

of advanced life support services shaH be compensated pursuant 

. to	 this act. The 3[commissionerl commission3 shaH. by' 

regulation. establish a schedule of reimbursement rates for 

•
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29 

31 

33 

35 

.' 37 

39 

advanced life support services. Reimbursement for mobile 

intensive care unit uncompensated care shall only include those 

uninsured patients who are classified as charity care pursuant to 

regulations promulgated by the commissioner. Reimbursement 

shall exclude bad debt. the difference in a contractual allowance, 

or any medical denials for a service. 

b. The cost of advanced life support services provided by the 

University of Medicine and Dentistry of New Jersey University 

Hospital to uninsured patients who are classified as charity care 

shall be uncompensated care. except that such uncompensated 

care shall be exempt from any reimb~rsement limitations for 

uncompensated care that apply to University Hospital. 

Reimbursement for advanced life support services uncompensated 

care for University Hospital shall not be paid from the fund. but 

shall be paid through the reimbursement rates of University 

Hospital as established by the commission. 2 

1[18.] 2{20. 1 Pursuant] 3[ 21.] 20.3 In addition to the provisions 

of subsection e. of section 10 of this act. the commissioner shall. 

pursuant2 to the .• Administrative Procedure Act."· P.L.1968. 

c.410 (C.52: 148-1 et seq.). 2£the commissioner shal1l2 adopt rules 

and regulations necessary. to carry out the 2other2 provisions of 

this act 1; except that all rules and regulations adopted pursuant 

to P.L.1986. c.204 shall remain in effect until they are amended 

or repealed pursuant to this act 1. 

1£19.1 2(li:,11 3(22.21 21. J a. The employees. appropriations 

and other moneys, files. books. papers. records. equipment and 

other property of the ., New Jersey Uncompensated Care Trust 

Fund" and the "Uncompensated Care Trust Fund Advisory 

Committee." established pursuant to P.L.1986. c.204. which law 

1(expiredJ expires 1 on December 31. 1988, are transferred. 

pursuant to the "State Agency Transfer Act," P.L.1971. c.375 

(C.52:14D-1 et seq.) to the "New Jersey Uncompensated Care 

Trust Fund" and the "Uncompensated Care Trust Fund Advisory 

Committee." respectively, established pursuant to this act. 

b. The membership of the "Uncompensated Care Trust Fund 

Advisory Committee," created pursuant to P.L.1986, c.204. is 

continued 2(and the members appointed pursuant to that act shall 

continue to serve for their term of office] as proVided in 

subsection a. of section 5 of this act2. 
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1 322. There is appropriated $150,000 from the fund to the 

Department of the Treasury to enable that 
: 

department to carry 

3 out its responsibilities as provided in section 10 of this act. 3 

1{20.1 2{22.l] 23.....2 This act shall take effect l[immediately} on 

5 December 31, 1988 and if enacted after that date, this act shall 

be retroactive to December 31, 19881, except that sections 93[,) 

7 and3 103[,]3 1£12,]1 3[14 and 15)3 shall take effect on the, 90th 

day following enactment 3[1andl ~3 section 12 shall take effect 

9 one year following enactment 3and section 14 shall take effect on 

July 1. 19893. This act shall expire on December 31. 2(19921) 

11	 19902. 

13 

HEALTH 

15 Health Care Facilities and Providers 

17	 Establishes" New Jersey Uncompensa ted Care Trust Fund" and 

appropriates $150,000 from the food. 

," 
:. ~ . 

.... .. 
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HEALTH 

H03PITAL REIMElJRSEMENI' 

UIxx:mpensated care 

Adopted An'errlrent: N.J.A.C. 8:3lB-4.38 through 4.40 

Proposed: August 21, 1989 at 2lNJR 2449(a) 

Adopted By: 

Board) 

M:>lly Joel Coye, M.D., M.P.H. 
Cannissicn=r 
Department of Health 
(with the approval of the Health care Administration 

A1..rt:tx)rity: N.J.S.A. 26:2H-18.4 et ~ (P.L. 1989, c.l) 
26:2H-l et ~., specifically 26:2H-Sb am 26:2H-18(d) 

am N.J.S.A. 

Proposal Number: PRN 1989-436 

Effective Date: JJea:!nber 18, 1989 

Operative Date: January 1, 1990 

Expiration Date: Q::tc::ber 15, 1990 

Sunnmy of 01anges Between Proposal am Adoptian 

There are several changes beiIYJ made up::n adoption. The follow~ 
surrmary describes tlx:>se changes. 

N.J.A.C. 8:3lB-4.38(a)1 is beiIYJ amended to indicate that under 
certain ci.rcumstarx:Es accounts may be written off prior to 120 days. 

N.J.A.C. 8:lB-4.39(a)4 has been amended to indicate a:::nsistently that 
a lx>spital's bad debt provision may be used at final recx:::l1Ciliation. 

N.J.A.C. 8:3lB-4.40(b)4 was amended to indicate that lDspitals may 
doc:::unEnt why required information is urx:btai.nable. 

N.J.A.C. 8:3lB-4.40(4)4.i. was amended to def~ personal reaJgnition 
of a patient as a way of dc:x::unentat:in1 identificaticn; previously this was 
defired as 1:le.inJ identificaticn. 

N. J .A.C. 8:3IB-4. 4O( b )41i. was amended to indicate that un:x:mpensated 
care will not be paid if a patient has not conplied with any prior 
au'tfx)rization ag:reerrents with his or ~ health insurer. 

N. J .A.C. 8: 3B-4. 4O( b )4.v. was deleted. This section required 
tnspitals to defer ocn-energen:::y treatnent if the patient cnuld, but did 
I'Dt, provide the required information. 

N.J.A.C. 8:3IB-4.40(d)1 was revised fran requiring a 14 day nedian 
date for rn::nthly outpatient bills to allowi.nJ a 31 day billing cycle. 

N.J.A.C. 8:3lB-4.40(d)3i was amerx3ed to clarify that 1x>spital agents, 
as ~l as anployees, may cx::ntaet patient by teleptroe. 
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N.J.A.C. 8:3lB-4.4O(d)3ii(l) was revised to eliminate tie requi.rerrent 
for a ~ color envelope for urgent notific:atien letters. 

N.J.A.C. 8:3lB-4.4O(e)2i was revised to specify limited collectien 
procedures for acx::ounts urner $200. 

N.J.A.C. 8:3lB-4.4O(g)1 changes trose assets upcn which a judgerent 
may be executed. It deletes the exc:spt1en for "assets reoessary for daily 
livi.IYJ" because this is already c:overed by New Jersey creditor statutes. 
It also clarifies that a judgelIent may be executed en a primary resideIx:e 
when the property is sold or otherwise transferred. Currently, thare is no 
limit en a l'nspital's ability to execute ju:3glent en a patient's assets 
:iIcl~ his or her primary residerx:a. 

Full	 text of the adcptien follCMS (aati.ticns to the propJSa1 iIXlicated 
in boldface *thus;* deleticns fran the prqx:sa.l iIXlicated in brackets 
*[thus]*). 

8:3lB-4.38 Urxxmpensated care 

(a)	 Urxxmpensated care :iIcludes cnly the reasc:nable cost of the following: 

1.	 Bad debts for 01apter 83 5ervi.c:ss, provided appropriate 
collecti.en procedures as defined in N.J.A.C. 8:318-4.40 are 
followed* , * and the acx::ount is at least 120 days old *except as 
provided in N.J.A.C. 8:3lB-4.4O(e)* 

• 
2. Olarity care for 01apter 83 5ervi.c:ss, provided the patient is 

qualified as eligible ~ to N.J.A.C. 8:3lB-4.37; 

3.	 Advan::ed life SUR;XJl."t (AIS) S&Vices provided ~t to P. L. 
1984, c •. 146 (N.J.S.A.26:2K-7 et seq.) provided the patient is 
qualified as eligible for dlarity care p.lrSUa11t to N.J.A.C. 
8:3lB-4.37 . '!be Comdssien shall establish a schedule of 
reimbursement rates for advaJ:x:Ed life suwort savic:ss. 
Re:i.ml::ursemat shall exclude bad debts, the differerx:2 in a 
cxntractual alJ.owar:ce, am any medical denials for advaJ:x:Ed life 
suwort savic:ss. 'Ihi.s shall ~y to re:imbursanent for ArS 
servic:ss as of November 1, 1987. 

4.	 Olarity care, as defined by following N.J.A.C. 8:3lB-4.37 am. bad 
debts, provided appropriate collecti.en procedures are followed 
~t to N.J.A.C. 8:3lB-4.4O, for outpatient dialysis serviCES 
provided after 5eptanber 1, 1987 to patients ~igible for 
Medicare cnverage. Reasc:rlable CXJSts shall be limited to the 
laEr of the h:::lspital's d1arges or the prospectively detennined 
Ulll{X)Site rate as establistm by Medicare. The anount reported 
by the h:::lspital as urxxmpensated care shall not:iIcluae r-BJicare 
co-.i.nsurarx:e annmts siIr.e Medicare will reimburse providers for 
that arramt provided reasc:nable collecti.en efforts are p.JrSUed, 
or if the patient is eligible for charity care pursuant to 
N.J.A.C. 8:3lB-4.37. 

•
 (b) Urxxmpensated care excludes the cost of the following:
 

1.	 r-BJical Denials, which are servic:ss that are denied 
for lack of medical ra::::essity by a utilizatien 

•
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review organizaticn (UR» Clr peer review 
o:rganizaticn unless the denial is fClr days within 
the	 trim p:::>ints; 

2.	 Courtesy adjustments as defined in N.J.A.C. 8:31B­
4.15(a)4; 

3.	 Disc:nmts provided to tallth maintenan::e 
o:rganizatioos Clr other payers; 

4.	 Patient C01venien::e It:enLs as defined in N. J . A.C. 
8:3lB-4.65; 

5.	 EKcluded Health Services as defined in N.J.A.C. 
8:3lB-4.62; 

6.	 Cosmetic surgezy' exc:EPt wOOre rredj cal ly n=cessary; 

7.	 COsts associated with procuring organs sent to 
foreign cnmtries; 

8.	 Ncn-health services provided by a h::>spital; arrl 

9.	 8ervices not paid p.IrSUBIlt to Olapter 83 except as 
provided in sectioos (a) 3. arrl 4. above. 

(c)	 Urx:x:Jnpensated care shall be detennined prospectively as the oost 
associated with eligible services provided to perscxlS determined to be 
eligible fClr charity care p,JrSUaIlt to N.J.A.C. 8:3lB-4.37, ret of 
grants arrl other funjg available fClr the medically :i.rdigent, arrl far a 
h::>spital's Bad Debt Provisicn provided appropriate collecticn 
procedures have been followed. 

8:3lB-4.39 Detenninaticn of un:x:mpensated care payne1ts 

( a) In order to in::lude prospectively a factDr fClr uncx:mpensa:ted care, 
such care shall be measured fClr the Current Cost Base pursuant to 
N.J.A.C. 8:3lB-4.131 as fcUlows: 

1.	 The statewide un:x:mpensated care add-cn shall be determined 
pursuant to N.J.A.C. 8:3~7.3(a)1•

• 2. A h::>spital' s urLOI\SlSated care anount shall in::1ude the sum of a 
h::>spital's actual, reascnable charity care am a reasonable 
provisicn fClr bad debt. A h::lspital's unllUpalJSated care anount 
may be adjusted by the Connissi.a1 fClr inability to dcx::umant 
historical charity care eligibili.ty detenninaticn p:::>licies am 
practices am bad debt collecti.Cl1 po] ; cies am practices which 
neet Clr surpass in effectiveness the appropriate collection 
procedures defined in N.J.A.C. 8:3lB-4.37 arrl 8:3lB-4.40, 
respectively. 

3.	 In setti.nJ the Sc:ta:lule of Rates fClr each h::>spital the 
UI'XXlupensated care factDr shall be applied to the Preliminary 
Cost Base (detennined in acxx>rdarx::s with the M3trodological am 
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Proc:aJural Regu1atic:os) • Fran the SChedule of Rates will be 
sub1::racted the OJrrent Cost Base year annmt of grants or 
paynents fran c:o.mty govenmants, llIJl'li.cipal govenmants, or 
others on behalf of the nedjcoalJ y iIxiigent. 

4.	 At final recad.liation the urLUlifeusated care revenue will be 
adjusted to the actual 8I1DJIlt of dlarity care anj bad *[debtsJ* 
*debt provision* • 

5.	 ibspitals shall implaoont awroPriate collection proc:aiures as 
defined in N.J.A.C. 8:3lB-4.40. Hospitals that fail to follow 
the awroPriate collection prcx::Edures shall reative reductic:os in 
their ~ted care anounts. 

6.	 Haspitals that fail to IlEet their Hill-Burtcn ooligation for 
c:x::mrunity services (see ms 42O'R Part 124) shall reative 
appropriate reductic:os in their urLUlipensated care annmts. 
Haspitals that fail to IlEet dlarity care requiranents as defined 
in N.J.A.C. 8:3lB-4.37 shall reative appropriate reductic:os in 
their UI'XXlllp:::!nsated care anounts ~ to N.J.A.C. 8:3lB-4.39. 

7.	 '!he haspital shall not prrsue payment acx:nr:cting to specified 
billing prcx::Edures for tl'x:lSe patients ~ IlEet the eriteria 
described in N.J.A.C. 8:3lB-4.37. 

8.	 Total JJedl.ctic:os fran Gross Operating Revenue for the Current 
Cost Base year nust agree with the }'x)spital's finarx::ial statanent 
for the same Leper t:inJ pericd. 

9. -10. (!'b <::hanJe. ) 

8 :3lB-4.40 Appropriate collection prcx::Edures 

( a) In deteDnin:i.ng ability to pay, the provider shall take into 
acx:::x:xmt a patient's total resa.Jr'CES i..Icluding, but not J.jmited to, an 
analysis of assets (except tl'x:lSe which nay be necESSCUY for the patient's 
daily livi.ng*[ , J* )* , * liabilities, i.rx:x:ne am. expenses. A1tlDugh 
extenuating c:irc::LInstarr nay be CXX1Sidered, :indeperx3ent verification of 
both the patient's fi.nard.al c::xniition am. the c:irc::LInstarr shall be 
required tmless totally urx::trt:ai.nable. M::>reover, the provider shall make a 
cx::nti.roing, diligent effort to secure paynent fran the patient, any legally 
respc::osible iIxiividual, or any other IXrt;ential sa.n:'CE 'Ihe provider I s 
collection effort shall be dcx:::umanted by ~ies of bills, follow-up 
letters, repar ts of ~ calls, persala1 a:ntact, anj add!tiooal 
supporting c:3oc:uIentation s tared in files or on a::rrp.rt::er. Such 
documentation nust be maintained until the Cannission has approved the 
final audit <:X:JVering the tine of service. M:i..ni.nun appropriate collection 
prcx::Edures are defined as tl'x:lSe set forth in this section. 

(b) Pre-Mmissicn/Servi.CE Prcn:rlu.res: Except where an errergax::y 
rredi.cal c:xnjition dictates otherwise, prior to or upc:n admission or 
serviCE, a patient or the patient's family 1'lBlIber, respc:IlSible party or 
guardian, as appropriate, shall be interviewed by a hcspital enpJ.oyee( s) 
~ has been trained in the collection of patient finarx::ial data, 
identification of third party coverage anj in assessirg a patient's 
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eligibility for public assistan:e. This int&view shall irclude tOO 
following activities. 

1. Deterrn:ine all existing third-party benetits. 

2. SCreen the patient for eligibility for medical assistarx::le fran any 
saurc:a ; refer the patient to that saurc:a an:i follow up. At such tine, for 
any patient foorrl to be rx::n~.1 i 91hIe for existing medical assistarx::le 
prc:gx8ms, a detenninatioo. shall be made with respect to the patient's full 
or partial qualificatioo. for charity care ~t to N.J.A.C. 8:318-4.37. 

3. If the patient does IDt qualify or qualify fully urx:Jer (b) 1. an:i 
2. above, an appropriate deposit shall be required an:i a reBSCl'lable payment 
plan regotiated prior to admissioo., based 00. the patient's ability to pay 
an:i the type of sexvic:es to be:reOOered. A reBSCl'lable payment plan may, if 
nec:ESS8ry based 00. the patient's ability to pay, extern ~ a tenn of 
ooe year fran the date of admissioo./seJ:Vioe. '1lle hospital may write-off to 
bad debt any annmts rarei.ninJ after cne year, provid:i.nJ all appropriate 
collectioo. steps up to that point have b3en taken. 'Ihese 8CXXJUllts may IDt 
be sent to a collectioo. agerx::y unless the patient defaults 00. his or h=r 
payment plan an:i unless the hospital first follows the required in-house 
collectioo. steps to rei.nstate the payment plan. 'l'tE IOCOies collected by 
the hospital after the aa:ount has been written off shall be c:x::nsidered 
rec:x:JVeries of bad debts. NecEssary am appropriate trea1:llEnt ca.nrx:>t be 
denied wtB1 the patient is unable to DEet the finarcial :requ:irarents. 
However, upoo. adequate documentatioo. an:i iIx3epeOOent verif1catioo. of the 
patient's qualificatialS for chari.ty care the hospital sl'x:uld IDt pursue 
the collectioo. procedures set forth herein. 

4. If c:otplete infonratioo. is IDt provided by the patient tOO 
hospital rrust docurrent the efforts made to 00ta1n such infonratioo. am the 
reasct1S why it was *[IDt provided. lbvever, merely stating the xeasc:n why 
infonratioo. was IDt provided does IDt reliew the hospital of its 
respc:l1Sib111ty to obtain required infonratioo.] **urd:>t:ainable* • 

• 

i. 'l'tE designated hospital ~ shall d>tain dc:x:un'entaticn of 
proper identificatioo. of the patient. This shall irclude all of the data 
elarents listed below as "proper identif1catioo." alalg with cne or nore of 
the following farms of documentatioo. of prc:p:!I' identification. 
Ikx::une1tatioo. of ptc:p:!I' identificatioo. may irclude, rot shall IDt be 
limited to, a driver's license, a voter registratioo. card, an alien 
registry card, a birth oert1ficate, an anpl.oyee identificatioo. card, a 
unicn rrenbership card, an insurarx:e or welfare plan identif1catioo. card or 
a 5a::i.al 5eaJr1ty card. P:rqler identif1catioo. of the patient may also be 
[provided] **dcx::umented* by persc.oal reaJgnitioo. by aperscn IDt assx::iated 
with the patient. For the purposes of this secticn, "proper 
identif1cati.al" neans the patient's l1allB; mailing address; residence 
tel~ l1l..miJer; date of birth; 5a::i.al secur1ty number; place and type of 
anploynent, anploynent address an:i anploynent tel~ number, as 
applicable. 

11. The designated hospital anployee shall inquire of the patient, 
family nenber, respa1Sible party or guardian, as ~iate, whether the 
patient is CDVe.red by health insurarx:e, an:i 1f. so, shall request 
doc::utentatioo. of the evideID:! of health insurarx:e ooverage. DJcuna1taticn 

•
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may :irx:l.ude, bIt shall IDt be limited to, a gove.D'1TBlt-spc:osored health 
plan card or number, a graJP spc:osored or di..rect subscripticn health plan 
card or number, a cx:mnercial i.nsuraIr.e identificaticn card or claim farm or 
a unicn welfare plan identificaticn card or claim farm. The txlspital shall 
also iIx;luire as to whether tte patient had c.x:xnplied with any prior 
autlx:Irizaticn :requ..iralents of tte patient's i.nsuraIr.e policy. If tte 
patient has IDt dcI'le so, tte l'x:lspital * [shall defer tte service until] * 
*will IDt be paid for urx::CIilpensated cm"e for these services unless* prior 
authorizaticn is Obt:ai.rm unless ~ patient's cx:rxiiticn requires .i.nmediate 
ne:lical attenticn. 

iii. If evi<ieroa of health insurarre coverage for tte patient is IDt 
dcx::unented, or if eviderx:e of health insurarre coverage is dcx::unented but 
tte patient's health i.nsuraIr.e coverage is unlikely to provide payment in 
full far tte patient's aa:::nmt at tte txlspital, tte designated txlspital 
employee shall make an initial detenninaticn of whether tte patient is 
eligible for participaticn in a p.Jbli.c a.ssi.starx:s program. If the employee 
cx:n::l.1.rles that tte patient may be eligible for a public assistance program, 
tte euployee shall so advise tte patient, family mamber, respcnsible party 
or guardian, as appropriate. 'lba~, eitl'2r directly or thraJgh tte 
txlspital's scx::ial services office shall give tte patient, family member, 
respcI1Sible party or guardian, as app:rcpriate, tte nane, address am. pOCne 
number of tte public a.ssi.starx:s office that can assist in enrolling tte 
patient in tte prcg:tam. 'lba eJIl)loyee, or tte scx::ial services offiCE of tte 
txlspital, shall also advise the public a.ssi.starx:s office of the patient's 
possible eligibili.ty, :irx:l.uding possible retroactive or presunq;>tive 
eligibility, for tte progLam. 

• iv. If eviderx:e of health i.nsuraIr.e coverage for tte patient is IDt 
dcx::unented or if eviderce of health insurarre coverage is documented but 
tte patient' s health i.nsuraIr.e coverage is unlikely to provide payment in 
full far tte patient's aa:::nmt, and the patient does IDt ~ to be 
eligible for public assi.stance, the designated txlspital employee shall 
dete:rmine if the patient is eligible for charity care IXJL"SUaI1t to N.J.A.C. 
8:3lB-4.37. If the patient does IDt qualify for charity care, the 
designated txlspital ~ shall La;IUest fran the patient, family member, 
respoosible party or guardian or otber iOOepeOOent SOl.Jr'CB, as appropriate, 
tte patient's or respoosible party's place of anploymant, incx:me, real 
property am. durable perscnal property am. liquid assets owned by the 
patient or respc:nsible party and bank aa:::nmts possessed by tba patient or 
respcI1Sible party, alc:q;J with aocnmt IUJIIt)ers and the nane and locaticn of 
the bank. 

* [v. Unless the patient's cxniiticn requires .i.nmediate ll'Edical 
attenti.cn, the txlspital nust defer tte admissicn or service until the 
infonnaticn rEqUired in secticns i. thraJgh iv. above is provided to the 
txlspital if tte rEqUired infonnaticn is available to the patient or 
respcnsible party am if the patient or respoosible party fails or refuses 
to provide the infonnaticn to the txlspital. Written oortificaticn by a 
ne:lical professiooal, or IDtati.cn in tba file by tba designated txlspital 
employee that verbal oortificati.cn was given by a natical professiooal, of 
tba patient's need for :i.Irm3di.ate natical attenticn shall be acx:eptable 
evi<ieroa of the same. This secticn dces rot authorize txlspitals to defer 
IEOessaLy am appropriate treatment for failure to meet fi..naIx:ial 
:requ..iralents. ] * 

•
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(c) Pre-discharge prcxEdures are as follows: 

1. With respect. to patients admitted en an arergerx:y 
basis, the int&vi.ew required in (b) above shall be cx:rrlucted as scx:n 
thereafter as possible but within five working days of the patient's 
admissicn into the 00spital or prior to discharge, whichever is sc:x:ner• 
If, due to the nature of the illness, the patient cantXJt be int&vi.ewed, 
the prooedure required above shall be cx:rrlucted by other neans ircluding, 
but rxrt: limited to, direct ccntact by the provider with relatives, am 
legally respc:osible irrlividuals or third parties, if any. 

2. CD:E the infannatien required in (b) above is 
obtained, the provider shall seek payment fran the appropriate carrier, or 
fol.lcM up to obtain the medical assistance or seau:e the deposit agreemant 
required in (b) above fran the patient or 1egally respcnsible iroividual, 
as appropriate, en or rx:> looger than seven days following discharge or

• verificatien of eligibility. ~ provider nust docune1t all cases wte1 
a:rrplianc::e with the aforelentialed ex>llecticn prcxEdures cantXJt be 
acx:x::nplistai. 

( d) Post-Discharge FoJ.1a.l-up/In-fbJse Efforts: The 
h:>spital shall follCM up pericrli.cally with the prcp3r carrier tmtil the 
anount owing has been paid in full. Except for denials due to lack of 
medical naoessi ty, the patient shall be cx::ntacted am payment requested 
c:x:rDen'ling any partien of the bill declined by third party carriers• With 
respect to these patients, self-pay patients am legally respc:osib1e 
irrlividuals, ex>llectien ~rres *[nust]* *shall* irclude but are rxrt: 
limited to: 

1. Serx3:in;J a mininun of three billing statenents. The 
first billing statenent shall be sent within an average of 14 days fran the 
date of discharge for inpatients or the date of service for outpatients. 
If outpatient charges are ac:o.ml1ated am billed m::nthly, the l'nspital may 
ccntinlJe to 00 so provided that the *[rnedian date of the]* billi.rYJ cycle 
for all outpatient bi 1 ling *(is rx:>t ItDI'e than 14 days fran the billinJ 
date]**does rx:>t eX03ed 31 ms fran the date of service*. The rospital 
lllJSt documant an cases where this schedt J] e cantXJt be foll.owed. The sean:l 
am third billing statenents shall be sent to the patient's or respcnsible 
party's mailing address at inteJ:vals of rx:> less than three weeks am rx:> 
nora than m::nth1y. A 00spital is rxrt: required to ~ly with the 
requi.rEm:nts of ~ a third billing statanent or two ex>llectien follow­
up letters if mail has twice been returned to the haspital, am haspital 
pe.rsc::ale1, despite reasooable efforts, are unable to detennine a new 
mailing address of the patient or respalSible party. 

2. Serx3:in;J a m:in:inun of two ex>llecticn follow-up 
letters foilCMing the three billing statenents. These letters shall be 
sent to the patient's or respcnsible party's mailing address at an interval 
of rx:> less than two weeks am rx:> ItDI'e than three weeks. Each ex>llectien 
letter shall irclude the following elements: 

i. the aaomt due and a demand for payt'lB'lt; 

ii. the date of seJ:Vice; 
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~~. the l'xJspital's intentien to prcx:eed with legal 
acti.cn if the alt:s1:an:ling balaI'XE is rm paid in full ar if the patient ar 
respcxlSible party fails to enter into payment aL1angenBlts; except that if 
the bill is tx:xJ sna.ll to warrant legal CK::t:i.cn, such letter nust indicate 
the l'xJspital's intent to prcx:eed with outside collectien efforts. In 
either case the letter shall indicate that an;y unpaid acx:nmts will be 
reported to the Depar1:nEnt of Health arrl an;y state .irx:x:me tax re:fuOOs ar 
lnnestead rebates up to the annmt of the unpaid bill will be withheld by 
the Depar1:nEnt of Treasury; 

iv. A request far a partial payrnent arrl an offer to 
establish a payment schedule based en the patient or resp:nsible party's 
ability to pay; arrl 

v. The nane of a perscn arrl a tel~ number far the 
patient or respoosi.bl.e party to call in order to arrange far such a paynent 
schedule ar to discuss an;y aspect of the bill. 

3. Maki.n;;J ~ CXI1tact ar serxii.nJ teleg:rams after 
the follCM-up letters. The l'xJspital or its agent shall make three attanpts 
to reach the patient or respoosi.bl.e party by tel~ if the lnspital has 
a hare or aJsiness tel~ I11.I1iJer. If l'xJspital persc:D'2l or their agent 
are rm able to make telepl'xne CXI1tact with the patient or ~ible 
party or if the lnspital does rm have arrl caJ'll'X)t detenni.ne a hare or 
aJsiness telepl'xne number far the patient or respa1Sible party, the 
l'xJspital shall serx:l a c:ollectien telegram or cxnpnable urgent ootificatian 
letter. 

i. Teleptx:n! CXI1tact neans a perscn-to-persc:n discussicn about the 
bill between a l'xJspital E!IIi>loyee *or agent* arrl the patient or resp:nsible 
parties via the telepl'xne. 'Ihis exclOOes an;y instarx::s where a mechanical 
device is involved en either side. Such mechanical efforts may, tx:Jwever, 
be repo:c ted as an attaTrpt to make cx::ntact. 

ii. A c:x:mparable urgent rmificatien letter must neet the foll~ 
criteria. 

(1)	 The outside envelqle shall * [display at least ~ colors 
ard] * irx:::lude SCIIe indicatien that the CXI1tents are 
urgent; 

(2)	 The altside envelqle shall rm resemble previous 
~ fran the h:lspital;

(3)	 The letter shall be sent in a st:ar:rlard envelope, lXlt a 
data mailer; 

(4)	 RJstage should be net:ered or use a pe:cnit number; ani 
(5)	 The letter shall c::J::XWey a sense of urgerx::y, both an the 

inside arrl the cutside. 

4. Documentatien in each patient's file shall indicate1:x:::l'la fide 
collectien efforts or adequate:reascns related to the case which support 
the provider's decisien to tenninate the collecticn effort if such efforts 
are tenni.nated prior to cnrpleting the steps listed above. 

(e) Post-Oischarge/Out-of-1bJse Collectien Efforts: lbt 
less than 90 days or nore than 120 days following discharge, all ranaini.rYJ 

•
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unpaid balarx:es due arxi CMirYJ, unless subject to a payment plan pursuant to 
(b) 3. above, shall be reviewed arxi a det:erminatial made with respect to 
whe~ or not an acxnmt shJuld be held in-tnJse for an additiooal peric:d 
of tine if it is likely that the bill can be CDllected; sent to an ootside 
collectial agercy; or pursued tlu:'a.1gh appropriate legal actial. 
Appropriate inte:rnal collectic:n procafures shall be fully pursued unless 
arxi until: 

1. Eviderx::e clearly sl'rMs that there is l'X) likelih::x:xi of 
recnvery at aTrI tine in the future. 

2. '!he cost of collectial exceeds the anPUI'lt of the 
bill. 

1.	 For ac:x:nmts of *[$150]**$200.00* or less, an excepti.al shall be made 
arxi the follCMing steps rrust be adlYared to: 

(1) 'lW:> hi 11 ing statalents IlI.JSt be mailed; 

(2) Q1e collectial follow-up letter I1U.lSt be mailed; 

(3) 'lW:> attanpts at te1eP'Xne CXXltact I1U.lSt be made; arxi 

( 4) cne oollectial t:elegran or urgent nctificatial letter must be 
sent. 

• 
ii. In additial, for all ac:x:nmts the tx>spital rray use the services of 

ootside collectial agerx:ies arxi IlI.JSt *[refer]**x:epart* ac:x:nmts not 
collected after following these steps, to the Department of Health 
wtx> shall request the Department of Treasury to awly or cause to be 
aR;>lied the irx:x:me tax re:furd or h:mestead J:ebate, or so IlI.JCh of 
ei~ or bath as is necessary to recover the CItCUl'lt due arxi CMing al 
the patient's ac:x:nmt, p,rrsuant to sectial 1 of P.L. 1981, c.239 
(N.J.S.A.54A:9-8.1 at seq.), for which purpose the patient's 
outstanding balan:e shall be CD'lSidered a debt to the fuOO. arxi the 
fuOO. shall be CD'lSidered an aqeICj' of State govet:mlE!I1t. 

iii.	 For ac:x:nmts in ~ of *[$150.00]**$200.00* the tx>spital shall 
c:x:nt>lete all steps tlu:'a.1gh the point of using ootside collectioo. 
agerd.es arxi legal actial. 

3. Existing evi.derx:s *strJws* that further in-boose cx.:lllectioo. efforts 
\oO.lld be futile after adhering to the appropriate pr<:lCBil Jres in (d) above. 

( f) While the h:spital rray write off ac:x:nmts, or 
];XJrti.c:os thereof, 120 days after discharge, this does not relieve the 
h:spital of the obligatial to exntirUJe to make reascoable efforts to obtain 
~t. 

(g) legal act1al shall be required in all cases unless legal actial 
is not ~iate based al the patient's i.n:Dte arxi assets or unless the 
bill is less than the likely costs of legal acti.a1. *[1f the litigatial 
process (as distinct fran the i.ni.tial filing of a lawsuit) is urx1ertaken by 
a law firm hired al a an~ basis, it shall be at the di..scretial of 
that law firm whe~ to urrlertake am. whe~ to antirUJe such 

•
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Iitigatien. ] * Legal actien may rot be taken for M3di.caid recipients for 
nedi.cally necessary arxi appcopriate services. 

• 1. I.sgal actien shall be defined as the fil1.nJ of a lawsuit *or a 
lien* arxi shall include all subsequent steps in the Iitigatien proc:ess up 
to aOO :ird.ud.inJ the gamislInent of wages*, enteri.I!I a juOgnent* aOO 
* [the] * executien of a judgnelt up::n the assets of the debtor *Where 
appropriate* • Hospitals shall rx::rt: execute judgement en a patient's 
pr.i.rx::i.pal residerx:s * [or en persalBl. pr:'q)erty or assets neerled for daily 
living] * *\mtil the prcperty is sold or ot:heI:wise transfen-ed*. 

(h) Nothi.DJ in this sectien precludes a l'nspital fran taki.n;;J 
internEdiate steps after the post discharge steps in (d) aOO (e) above but 
before taki.rYJ legal actien. This includes, but is rx::rt: limited to, seOOinJ 
an ac::x:omt to a oollecticn agercy• 

•
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APPmDlX 3 

SUMMARY OF REMARKS
 
BEFORE
 

AUDIT SUBCOMMITTEE OF THE UNCOMPENSATED CARE TRUST FUND
 
AND 

HOSPITAL RATE SETTING COMMISSION
 

MOLLY JOEL COYE, M.D., M.P.H.
 
COMMISSIONER OF HEALTH
 

SEPTEMBER 27, 1989
 

Today I am proposing a series of regulatory and administrative 
changes to contain costs of uncompensated health care in New Jersey, 
while at the same time protecting the integrity of the health care 
system and improving collection practices by some of the state's 
hospitals. 

Uncompensated care is a trust. Through the Uncompensated Care 
Trust Fund hospitals are provided full reimbursement for charity care 
and bad debt in return for the provision of care to every citizen and 
for solid fiscal practices to limit bad debt. 

We must ensure that all the funds provided for uncompensated care 
are needed and that every effort is made to collect on hospital bills 
from those who have the ability to pay. 

New Jersey has the best health care system in the nation because 
it guarantees access to care for everyone. We must, however, remain 
vigilant to preserve the system. 

In its ongoing efforts to closely monitor the Uncompensated Care 
Trust Fund, the Health Department has identified some disconcerting 
trends involving reimbursement to hospitals for bad debt. The Trust 
Fund reimburses hospitals for any bills which are not paid by 
patients. Actual writeoffs for bad debt have jumped 59 percent 
between 1986 and 1988, growing from $238 million to $379 million, for 
the 58 hospitals which have reported complete data. 

Further, the costs to the Trust Fund for collection of bad debt 
have almost doubled in the last three years. The Trust Fund paid 
hospitals or collection agencies $35 million last year for the costs 
of collecting bad debt, up from $18 million in 1985. 

The Department of Health is looking very carefully at current 
hospital collection practices. If we find that any hospitals have 
inappropriately made claims to the Trust Fund, we will ask the 
Hospital Rate setting Commission to recover funds from those hospitals 
through their rates. 
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At the same time, we want to make sure that collection practices 
will	 be sufficient and responsible in the future, so we are proposing 
six steps to tighten controls on the collection of bad debt. They 
are: 

+	 Establish a new collections system. 

Require state certification for all agencies providing 
collection services for hospitals that submit claims to the 
Uncompensated Care Trust Fund. This move will enable the 
Health Department to more effectively monitor activities of 
collection agencies. currently Trust Fund collection 
agencies are virtually unregulated. 

+	 Prohibit affiliated collection agencies. 

Prohibit hospitals from using their own subsidiaries or 
those of their parent corporations to collect bad debts from 
patients. Currently affiliated agencies are essentially 
unregulated. 

+	 Require auditor certification. 

Require that the hospital's own auditors certify in writing 
that hospital submissions to the Trust Fund for 
reimbursement reflect conservative accounting assumptions. 

+	 Toughen audit procedures. 

outside audits of bad debt are not comprehensive. The 
auditors now focus on only a few issues, such as when an 
account was turned over to collections. A hospital now can 
pass	 the audit merely by going through rote movements on 
collections. Auditors lack clout to make surprise visits, 
review the hospital's overall collections system, or even 
adjust inappropriate writeoffs. A regulatory change would 
permit the auditors to make unannounced visits when 
appropriate. It would also require auditors to determine 
the insurance status of bad-debt accounts. 

+ Make examination of collection practices more thorough. 

Hospitals' entire collection programs need to be 
scrutinized. The Health Department will use various screens, 
criteria, and data analyses to improve the situation 
statewide. 

+	 Construct an incentive for more effective collection 
practices by hospitals. 

Currently the system permits hospitals to obtain 
reimbursement for accounts of bad debt that are not 
energetically pursued. An incentive for effective 

•
 
-"~~~\--:---- ­
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collections would help contain the costs of uncompensated 
care. 

Our proposals are desi9ned to close all possible loopholes in the 
uncompensated care system. We are basing our proposals not on the 
possibility that abuses have occurred, but rather on the fact that we 
need firm controls in place to guard against abuses, now and in the 
future. 

The measures proposed today will be refined and evaluated during 
the next several weeks. 

r 
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HEALTH 

HOSPITAL REIMBURSEMENT 

Financial Elements 

Proposed New Rule: N. J .A. C. 8 :31B-4. 125 

Authorized By:	 Thanas A. Burke, Ph.D. 
Acting CoTmissioner 
Deparbnent of Health 
(with the approval of the Health 
Care Administration Board) 

Authority:	 N.J.S.A. 26:2H-18.4 et seq. and N.J.S.A. 26:2H - et seq. 
specifically 26:2H-5(b) and 26:2H-18(d) 

Proposal Number: PRN 

Subnit cannents	 by January 4, 1990 to: 

Scott Crawford, Director 
Health Care for the Uninsured Program 
New Jersey Department of Health 
CN 360 
Trenton, NJ 08625 

The agency proposal follcws: 

This proposed new rule defines outside collection costs for the purpose 
of hospital rate setting. outside collection costs include only those costs 
of collection paid to an unaffiliated agency for the purpose of collecting 
accounts after the hospital has canpleted all of the in-house COllection steps 
required by N.J.A.C. 8:31B-4.4O. MJreover, it bars hospitals fran receiving 
reimbursement for outside collection costs if the collection agency has not 
received approval fran the Deparbnent of Health to process such accounts. 

Social Impact 

The proposed new rule will eliminate any incentives for the inappropriate 
use of affiliated collection agencies and foster the controls of hospital 
uncanpensated care required pursuant to the Uncaupensated Care Trust Fund Act. 
This proposal will benefit consumers and payers by enhancing state scrutiny of 
unaffiliated outside collection agencies. 

Econanic Impact 

This proposed new rule will eliminate payments to the affiliated 
collection agencies set up by a number of hospitals. It will benefit 
unaffiliated agencies and consumers by fostering canpetition for those 
accounts. Unaffiliated agencies that do not receive state approval will be 
adversely impacted . 

•
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Regulatory Flexibility statement 

The proposed amendment affects only those hospitals whose rate are set by 
the Hospital Rate Setting camu.ssion. There are IX> hospitals subject to the 
amendment with fewer than 100 full-time employees. Therefore, the amendment 
has IX> impact on any institution which ~uld quality as a small business 
pursuant to the Regulatory Flexibility Act, N.J.S.A. 52:14B-16 et seq. 

Full	 text of the proposal follows: 

8:31B-4.125 Outside Collection Costs 

(a) Function: 

1. This center shall be used to account for outside collection costs for 
accounts that have already canplied with all collection steps required by 
N.J.A.C. 8:31B-4.4O. Outside collection costs that do IX>t meet the criteria 
listed in this section may not be paid through the O1apter 83 rates. 

2. This center may IX>t be used to report any costs associated with 
outside collection activities Cbne by an entity that is affiliated in any way 
with the lx:>spital, its parent or a£filiated organization( s ), its directors or 
its management. Affiliation includes but is IX>t limited to ownership in whole 
or in part, stock interest, existence of any financial transaction not 
stipulated in contract (for example a contribution to a related foundation) , 
overlap of directors, management or staff, or existence of a contractual 
relationship for seJ:Vices other than collection. 

3. This center may IX>t be used to report any costs associated with 
outside collection activities Cbne by an entity that has IX>t received approval 
fran the state Department of Health. This section shall take effect for 
accounts turned over 90 days a£ter the Department of Health has instituted a 
system to process such approvals. 

4. The Department shall institute a process for approval of entities 
whose collection activities may be reported in this center. The Department 
shall base approval on criteria including but IX>t limited to: 

i. The fee charged by the entity. 
ii. The willingness and ability of the entity to provide data required 

by the Department. 
iii.	 The derronstrated ability of the entity to canply with procedures 

required by the Department. 
iv.	 The proposal by the agency of improvements to the collection 

procedures fOllCMed. 

Signature of Proposing Officer 

Date 

•
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HEALTH 

HOSPITAL REIMBURSEMENT 

Proposed Amendment: N.J.A.C. 8:31B-4.40 

Authorized By:	 Thcmas A. Burke, Ph.D 
Acting Ccmnissioner 
Department of Health 
(with the approval of the Health care Administration Board) 

Authority:	 N.J.S.A. 26:2H-18.4 et seq. and N.J.S.A. 26:2H et seq., 
specifically 26:2H-5(b) and 26:2H-18(d) 

Proposal Number: PRN 

Sutmit ccmnents	 by January 4, 1990 to: 

Scott Crawford, Director 
New Jersey Department of Health 
Health care for	 the Uninsured ProgTam 
CN 360, 8th	 Floor 
Trenton, NJ 08625 

The agency proposal follows: 

Sunmary 

• 

This proposed amendment allows hospitals additional flexibility in 
collection efforts by instituting a system where hospitals may sutmit a 
proposal to use alternative meth:xis of collection. The Department will 
review the proposal to detennine whether the alternative method meets or 
exceeds the effectiveness of the required steps. Approval for the use of 
arry alternative collection efforts must be obtained fran the Crnrnission . 
Additional amendments to N.J.A.C. 8:31B-4.40, including new subsections (g) 
and (h), were proposed on August 21, 1989 at 21 N.J.R. 2449(a) and will be 
adopted prior to this section. 

Social Impact 

This amendment will afford the hospitals additional flexibility to use 
equally or rrore effective collection efforts. M:Jreover, this flexibility 
will allow the Department to evaluate alternative collection efforts and, 
if appropriate, spread them to other hospitals. 

Econani.c Impact 

This amendment will have a positive econ:mic impact in that only 
alten1ative collection efforts likely to be equally or rrore effective will 
be approved. Successful i.nn:Jvation may be replicated throughout the 
system, thus decreasing uncanpensated care. 

Regulatory Flexibility Statement 

'!he proposed amendment affects only those oospitals whose rate are set 
by the Hospital Rate Setting Comtission. '!here are IX> oospitals subject to 
the amendment with fewer than 100 full-time employees. Therefore, the 
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amendment has no" impact on any institution which would quality as a small 
business pursuant to the Regulatory Flexibility Act, 

~ 

N.J.S.A. 52:l4B-16 et 

Full text of the proposal follows (additions 
thus; deletions indicated in brackets [thus]). 

indicated in boldface 

8:31B-4.40 Appropriate Collection Procedures 

( a) - (h) - (No change. ) 

( i) Nothing in this section shall prohibit a hospital fran requesting 
approval to use alternative collection efforts that meet or exceed the 
effectiveness of the collection efforts required above. Such requests must 
be sutmi.tted to the De~t and approved by the Carmission, and must 
canply with the Trust Fund Law. 

(j) Based on criteria to be approved by the CaTmission, a methodolC?S1Y 
may be used to provide incentives and disincentives to hospitals that 
request approval under (i) above. 

Signature of Proposing Officer 

Date 
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HEALTH 

HOSPITAL REIMBURSEMENT 

Financial elements reporting' audit adjustments 

Proposed Amendment: N.J.A.C. 8:31B-3.17 

Authorized By:	 Thcmas A. Burke, Ph.D. 
Acting' Crnmissioner 
Department of Health 
(with the approval of the Health Care Administration Board) 

Authority:	 N.J.S.A. 26:2H-18.4 et. seq. and N.J.S.A. 26:2H-l. et seq., 
specifically 26:2H-5(b) and 26:2H-18(d) 

Proposal Nlm1ber: PRN 

Sutrnit Comlents	 by January 4, 1990 to: 

SCott Crawford, Director 
Health Care for the Uninsured Program 
New Jersey Department of Health 
CN 360 
Trenton, NJ 08625 

The agency proposal follows: 

This p:roposed amendment allows the Deparbnent to make unannounced 
audits of oospitals. It further eliminates the $50,000 materiality 
threshold for unccmpensated care penalties. 

Social Impact 

The proposed amendment will have a positive social impact in that it 
will tighten the scrutiny given to OOspital costs and revenues. 

Econcmic Impact 

To the extent that this proposed amendment increases the veracity of 
uncanpensated care paid through the OOspital rate setting' SYSteTI, this 
proposed amendment will have a positive econcmic impact for consumers. 
Hospitals and the Deparbnent of Health may experience marginally higher 
costs of auditing. Hospitals that are not in canpliance with the Chapter 
83 regulations may incur increased penalties. The thresOOld change should 
have little or no econcmic impact since IIDSt penalties exceed $50,000 and 
are instituted prior to the time period affected by the materiality 
standard. 

You are viewing an archived copy from the New Jersey State Library



Regulatory Flexibility statement 

The proposed amendment affects only those hospitals whose rates are 
set by the Hospital Rate Setting Cormission. There are no hospitals 
subject to the amendment with fewer than 100 full-time employees. 
Therefore, the amendment has no impact on any institution which would 
qualify as a small business pursuant to the Regulatory Flexibility Act, 
N.J.S.A. 52:148-16 et seq. 

Full text of the proposal follows (additions indicated in boldface 
thus; deletions indicated in brackets [thus]). 

8:3lB-3.17 Financial elements reporting audit adjustments 

(a) (No change. ) 

(b) All reported financial infonnation shall be reconciled by the 
hospital to the oospital audited financial statement. In addition, [having 
given adequate notice to the hospital] at any time deemed appropriate by 
the Ccmnissioner, the Department of Health may per£onn a cursory or 
detailed en-site review at the Department's discretion of all financial 
infonnaticn and statistics to verify ccnsistent reporting of data and 
extraordinary variatiCXlS in data relatin1 to the developnent of the 
Preliminary Cost Base (PCB) • Arry adjustInents made subsequent to the 
financial review (includi.n:J Medicare audit and New Jersey State Department 
of Health reviews) shall be brought to the attention of the Ccmnissicner by 
the hospital, the Deparbrent of Health, appropriate fiscal intermediary or 
payor where appropriate, pursuant to N.J.A.C. 8:3lB-3.63 through 3.70 or 
N.J.A.C. 8:3lB-3.71 through 3.86, and shall be applied proportionately to 
the Preliminary cost Base and Schedule of Rates ( and to the extent 
pragmatic, applied to fixed and variable financial elements) at the time of 
the reconciliation to the Schedule of Rates (see N.J.A.C. 8:3lB-3.71 
through 3.86). All such adjustments shall be detennined retroactively to 
the first payment on the Schedule of Rates and shall be applied 
prospectively. Arry additicnal discrepancies detennined beyond final 
reconciliation will be reflected in the lx:>spital's current Schedule of 
Rates, if the net impact is greater than $50,000 or one PerCent of the 
oospital's total gross revenue. This thresh::lld will not apply to 
una:mpensated care penalties or other adjustments to tma:mpenSated care 
arrounts. 

Signature of Proposing Officer 

Date 
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HEALTH 

HOSPITAL REIMBURSEMENT 

Procedural and Methodolo;;ical Regulations 

Financial Elements 

Proposed Amendments: N.J.A.C. 8:31B-3.3, 4.6 and 4.41 

Authorized By:	 Ttnnas A. Burke, Ph. D. 
Acting CaTmissioner, Deparbnent of Health 
(with the approval of the Health care 
Administration Board) 

Authority:	 N.J.S.A. 26:2H-18.4 et seq. and N.J.S.A. 26:2H et seq., 
specifically 26:2H-5(b) and 26:2H-18(d) 

Proposal Number: PRN 

Subnit ccmnents by	 January 4, 1990 to: 

Scott Crawford, Director 
New Jersey Department of Health 
Health care for the	 Uninsured Program 
CN 360, 8th Floor 
Trenton, NJ 08625 

•	 The agency proposal follCMS: 

Surrmary 

These proposed amendments require hospitals to obtain a detailed 
analysis of their uncanpensated care policies and practices each year fran 
their independent auditor. The proposed amendments specify the infonnation 
that must be provided and a time frame for subnission. It further 
establishes penalties for late subnission and for failure to have adequate 
uncanpensated care policies and practices. 

Social Impact 

•	 These proposed amendments will add an important new element of 
scrutiny of hospital uncanpensated care. It will benefit consumers and 
payers by improving the degree of protection against excessive 
uncanpensated care costs. 

Econanic Impact 

These proposed amendments will require hospitals to increase the work 
required of independent auditing finns. This will increase scmewhat the 
cost to hospitals of independent auditing services and may have a resulting 
impact on hospital rates. 

Regulatory Flexibility Statement 

The Proposed amendments affect only tlx>se hospitals whose rates are 
set by the Hospital Rate Setting Cotmission. There are no hospitals 
subject to the amendment with fe-wer than 100 full-time employees. 
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Therefore, the amendment has no impact on any institution which would 
qualify as a small business pursuant to the Regulatory Flexibility Act, 
N.J.S.A. 52:14B-16 et seq. 

Full text of the proposal follavs (additions indicated in b::::>ldface thus; 
deletions indicated in brackets [thus]. 

8:31B-3.3 Unifonn Reporting: Current costs 

( a )	 (No change. ) 

( b ) Late subnission of current [cost] data, as defined in N. J . A. C. 
8:31B-4.6(c), including Audited Financial Statements and Auditor's 
Uncanpensated Care Review, may result in a penalty, payable to the 
CoTmission, of up to 5200.00 Per working day past the appropriate 
subnissicn date. The penalty shall be levied at the discretion of the 
Connission. 

8:31B-4.6 Reporting period 

( a)	 - ( b ) (No change. ) 

( c ) Each calendar year s Financial Elements Reporting Forms ast 

defined in N.J.A.C. 8:31B-4.131 are due on May 31 of the following year. 
Each year t sAudited Financial Statement is due on May 31 of the following 
year. Each year's Auditor's Uncanpensated Care Review as defined in 
N.J.A.C. 8:31B-4.41(d) is due on May 31 of the fallowing year. Failure to 
meet these time frames will result in penalties as stated in N.J.A.C. 8:1B­
3.3. 

8: 31B-4 . 41 uncanpensated Care Audit Functions 

(a)-(c) (No change. ) 

( d )	 Before a hospital t s reported uncanpensated care may be approved as 
reasonable uncanpensated care and incorpJrated in its rates or in the 
Trust Fund calculation, an independent auditor retained by the 
hospital must review all calculations related to the hospital's 
reported uncanpensated care and must review the hospital's practices 
related to the management of accounts receivable. The independent 
auditor must then provide a written analysis and opinion concerning 
the following: 

1.	 Provision for bad debt, reserve for uncollectibles, and year end 
aging schedule, as related to provision for bad debt. An opinion 
shall be included as to whether the methods used to detennine the 
provision for bad debt are conservative for the purpose of 
protecting the Trust Fund fran excessive cost. The opinion shall 
state whether the tx?spital's methods are adequate to prevent, and 
whether they have prevented significant overstateme."1t of provision 
for bad debt, given the goal of conservatism stated in this 
section. For purposes of this re~ an overstatement of 

You are viewing an archived copy from the New Jersey State Library



either 5 percent or $250,000_ (whichever is greater) shall be 
considered a significant overstatement. Analvsis of at least 
three years experience shall be incI uded. A copy of the year end 
aging schedule shall be included with the rep?rt. 

2.	 Write-off practices and whether they are adequ.ate to prevent any 
overstatement of write-offs in the current year and a resulting 
high recovery rate in a future year. ~ opinion shall be given 
regarding the appropriateness of the timing of write-offs for each 
category of account (inclu~ but n:::>t limited to, self-pay, Blue 
Cross, carrnercial insurance, HIVO, n:::>-fault auto insurance 
liability insurance, Medicaid and Medicare): whether there are 
adequate safeguards to prevent writing off accounts where third 
party payment may be available; and regarding the hospital I s 
written p?licy governing the transfer of accounts to bad debt 
status, and whether it is follCJV.1ed. 

3.	 Use of collection agencies when necessary, aTJd whether the 
hospital mCiY.imizes the cost/benefit to the system - qenerating the 
optimal collection rate without unreasonably increasing the cost 
of outside collection itself. Quantitative aTJalysis sDal1 be 
included analyzing collection agency placements, recoveries, and 
fees. 

4.	 Management of accounts receivable. Quantitative analysis of 
changes in accounts receivable fran year to year shall be 
provided, and an opinion given as to the reasonableness of these 
changes. Also included shall be an analysis and evaluation of the 
hospital's management of accounts receivable, including but not 
limited to its timeliness and aggressiveness in billing aTJd in 
follCJV.1 up of both insured and uninsured accounts, p?tential 
Medicaid-eligible cases, and large balance accounts. An opinion 
shall be given regarding the adequacy of the hospital's written 
formal p?licies and procedures to govern patient accounting 
activities and the extent these p?licies canpare to industry 
standards in this area. An opinion shall be qiven regarding 
whether the p?licies are consistently fOllCJV.1ed. 

( e )	 The report required in (d) above shall be subni.tted annually to the 
Deparbnent. The Deparbnent shall review these rep?rts and may 
recarmend fines to the Carrnission or penalties to be i.mp?sed by the 
Ccrrmission in arrcunts up to the arrcunt by which the inappropriate or 
inadequate actions or failures to act are estimated to have cost the 
system. 

Signature of Prop?sing Officer 

Date 

•
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Appendix 4 ,Rev. 

MeIrbers of Uncul!~usated Care T.rust Fund Advisory Catmittee 

Dorothy K. Powers, Comti.ttee 01ai.r 
Hospital Rate Setting Ccrrmission 
18 Tarkington Court 
Princeton, NJ 08540 
(609) 921-1092 

Gary L. Baker 
Manager of Relocation and Rei.rnbursarent 
IBM United States 
2000 Purchase Street 
Purchase, NY 10577 
(914) 697-6688 

Dermis Beatrice 
Assistant Comti.ssiooer 
NJ Department of Human Services 
CN700 
Trenton, NJ 08625 
(609) 292-8374 

Judy L. Brett, Ph. D. 
NJ States Nurses Association 
30 Benford Drive 
Princeton Junction, NJ 08550 
(201) 937-8538 

Dcminick J. Camisi 
Vice President 
NJ Hospital Association 
760 Alexander Road 
CN-l 
Princetoo., NJ 08543-0001 
(609) 275-4021 

Kenneth M. Courey 
President 
st. Clare's/Riverside Medical Center 
P<JCOrX) Road 
Denville, NJ 07834 
201) 625-6507 
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Roger w. Bin1baun 
President 
Rutgers Camtunity Health Plan 
One Worlds Fair Drive 
Sonerset, NJ 08873 

Laura Giannotta 
state Director 
NJ Olapter of National Federation of Independent Business 
156 West state street 
Trenton, NJ 08625 
(609) 989-8777 

Fred Koehler 
Senior Vice President 
Blue Cross and Blue Shield of New Jersey 
33 W~ street 
Newark, NJ 07102 
(201) 456-2217 

Kemet:h Herin 
COTmissic::l1er 
NJ Department of Insurance 
20 west State Street 
Trenten, NJ 08625 
(609) 633-7667 

Michael F. Moriarty 
Assistant Counsel to the Governor 
state Hcuse 
Trentcn, NJ 08625 
(609) 292-6000 ext. 364 

Clyde H. Parker 
Director of Manufact:uri.n1 
Perscrmel at Ma.rlninJt.cn Mills 
Salem, NJ 08079 
(609) 935-3000 

Stanley B. Peck 
Vice President 
Health Insurance Association of America 
1025 Cooneticut Avenue 
W~, D.C. 20036 
(202) 223-7829 

Alfred SlOClDl 
Public Advocate 
NJ Department of Public Advocate 
OJ' 850 
Trenton, NJ 08625 
(609) 292-0756 
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Steve Sylvester, Manager
 
Administratioo and Debt Co11ectioo
 

Office of Financial Managanent
 
1 West State Street, 3rd Floor
 

01' 214
 
Trenton, NJ 08625
 

(609) 292-8822
 

Edward Tetel.man
 
Assistant CormissiCl'ler
 

NJ DepartIrent of Human Services
 
capital Place One
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APPENDIX 5
 

18 Tarkington COUrt 
Princetcn, NJ: 08540 
october 18, 1989 

M:llly Joel Coye, M.D., M.P.H.
 
Comlissioner
 
New Jersey Deparbnent of Health
 
rn360
 
Trenton, New Jersey . 08625
 

Dear COmdssioner Coye: 

As 01ai.r of the Unccmpensated care Trust Fund AdNi.sory. C.crrm.ittee, I am 
pleased to foxward to you the Comlittee' s recatmendations vis a vis 
altel:native fi.nanci.n.;; for uncanpensated care in New Jersey. These 
reccmnendations are in response to one of the Comti.ttee ' s legislative 
charges and, hopefully, will be useful to you as you prepare your 
recamvandations to the legislature on this ~ject. 

As you will see, the Comlittee' s recatmendatials have two canponents. 
First is a set of seven principles intended as guidelines for developing an 
alter.native f1nanc1ng arranganent. '!here was a general (XlnSeI1SUS ancng 
C.crrm.ittee menbers in ~ of these principles. . 

The sec:c:I1d part of the reccmnendations· consists· of two specific 
fi.nanci.n.;;- packages that are in acoxdance with the Comlittee 's principles. 
The two packages are very simi..lar in that they 00th: 

•	 rely heavily on a mandatoJ:y contribution fran employers wtx:> do not 
offer health coverage to their employees; 

•	 maintain the hospital mark-up to finance a portion of uncanpensated 
care; and 

• • target alcohol, tobacco and casino taxes as additional financing 
sources. 

In addition, roth packages call for expanding Medicaid eligibility to the 
. rnaxim..ml level in which the federal government will participate. 

The CI'le area in which a consensus did rot emerge was on the issue of ,
whether or rot an explicit employee contribut:l..al should be included in the • 
f1nanc1ng package. Roughly half of the Ccmni.ttee believed all employees 
should contribute in sane ~ and that such a conLtibutioo was an explicit 
ackn::lWledganent that individuals share in the responsibility for financing 
heal.th care for all rnanbers of society. The other half of the Camrl.ttee 
opposed an employee contribution, especially given that employees are 
i.ncJ:'easin3'ly asked to participate in the cost of employer-sponsored health 
coverage. As a result of this lack of consensus, members agreed to 
disagree on this specific provision arid the group opted to sul:mi.t both 
f1nanc1ng packages in its reccmnenclations to pl. 
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After reviewing the f:i.nal draft of the camu.ttee' s recarmendatians, 
members were invited to express additional ccmnents in individuaJ. letters 

. that would a.ccanpany the group's recarmendations. Four members opted to do 
this -- Mt". Tetelman, Mt". Courey, Mt". Birnbaum and Mt". Peck -- and their 
letters are attached to the full Ccmnittee' s recarmendations for your 
review. 

In subnitt1n;;r these recarmendations to you I would like to take the 
opportunity to ccrwey the sense of the carmittee that hospital-based 
uncanpensated care is but a part of our larger system for financing health 
care. Although members understood that the specific charge was to . 
recarmend altemative financing for uncanpensated care and proceeded 
accord:1ngly, the relatiooship of financing unc:c:mpensated care to financing 
health care in all se~ and specifically to financing health insurance, 
emerged and re-emerged throughout the Comtittee 's discussions and 
deliberations as an area requiring additianal future attention. 

I am available and would be happy to meet with you sh::Juld you wish to 
discuss the camu.ttee' s recarinendations in !lOre detail. 

Sincerely, 

, , 

I. .; • 

',I i I, Yin (.-1')'ji
• Dorothy Powers 

Olair, ·Uncanpensated Care Trust 
Fund AiNisor:y Conni.ttee, and 

Vice C1air, Hospital Rate Setting 
Cormission 

Enclosures 

c: Members, Uncanpensated. Care Trust Fund AiNisorI Conni.ttee 
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Urx:utp=nsa:ted Care Trust Fund Mviscny Carmittee ' s 

ReC:Uililendatians to Carmissiooer Molly Joel Coye, M.D., M.P.H. 

AIteD1ative Financing of the tJncaIJpeslsated Care Trust Fund 
septariJer 1989 

The Unccmpensated care Trust Fund Adviso~ Ccmnittee, in addressing 
its statutory charge to recarmend alternative financing for uncanpensated 
care respectfully subnits this report to the state CoImissioner of Health, 
M::)lly Joel Coye, M.D., M.P.H. This report follows a1n'Ost three years of 
<;nmti.ttee deliberations on issues related to uncanpensated care. 

• Unccmpensated care is but a part of the larger issue that 11 percent 
of New Jerseyans lack health insurance. The long tenn ability to contain 

• 

the growth of unccmpensated care is inextricably linked to success in· 
increasing the number of New Jerseyans with third-party coverage. This 
i.ricludes public coverage -- Medicaid -- as well as private coverage. 
COncem.ing the latter, a range of initiatives to accanplish this goal was 
discussed by the Ccmnittee over tPe past three years. These include 
voluntary efforts such as state subsidization of health insurance premiums 
for persons of low. or nDdera.te i.ncanes as well as mandato~ efforts to 
require employers to provide health insurance for their employees. 

In developing alternative fi.naDcing arrangements, the Ccmnittee 
recognized the importance of maitltaining the hospital unccmpensated care 
mark-up as a fall-bade.financing mechanism for arr:I res~dual uncanpensated 
care -- in the event other :furlc1:in;;J sources being implemented fall short of 
expectations in a given year, due to subsequent legislative action or 
inaccurate revenue or uncanpensated care cost p:rojections. 

• Below are seven principles developed by the Trust Furul Adviso:ry Crnmittee. 

1.	 A system which ensures access to needed hospital care for all New 
Jerseyans -- those with and wittnlt insurance -- is integral to the 
state's health care system and must be preserved. 

2.	 Responsibility for health care is one that should be shared bY all and 
thus, arr:I fi..nanci.ng mechani.sm for unccmpensated care should be broadly 
based. Two other important criteria in evaluating funding sources of 
uncanpensated care are equity and stability over time. 

3.	 The Uncanpensated care Trust Fund should be maintained as a mechanism 
to collect: a porticn of the statewide uncx:mpensated ~ anount via a (

• 
uniform statewide OOspital unccmpensated care mark-up, and to 
di.stribute payments, regardless of the funding source, to hospitals. 
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4.	 AJ.ternative funding s1"xJuld be sought for, at a miniJmJm, the Medicare 
share of the statewide uncx:mpensated care anomt. F\.Jndirg for this 
share of uncc:mpensated care need not cane fran a sinJle source; a mix 
of revenue sources could be used. Below are suggested revenue sources 
for further exploration: 

e	 Mandatory contributions f:ran employers who 00 not provide 
insurance coverage for their employees and thus, 00 rot rr::M 
contribute towards the State's uncanpensated care anomt. In 
addLtion to provid.i.n1 revenue, such a mechanism would also serve ­
as an incentive for employer-based coverage. Employees could 
share in this employer conl:1:ibution in a WC£Y that is similar to _ 
the unanployment insurance arrangement. This funding source is 
viewed as particularly equitable in scenarios in which 
uncanpensated care continues to be partially funded through the 
00spital mark-up (which is paid in part by employers who provide 
insurance for their employees as well as by .employees who share in 
the cost of the insurance). 

e	 state excise taxes, in particular alcoh:JI, cigarette, and other 
tobacco taxes. This is viewed as especially appropriate and 
logical given the negative iJIq;)act that alcoh:JI and tobacco 
products have on health -status. 

e_	 The casirx:> revenue fund -- designated for persons who are elderly 
or disabled;handicapped -- could support a new program 1:0 fund 
uncc:mpensated OOspital care provided to persons -having HIV 
di seases, including AIDS. 

e	 Expansi.al of the sales tax to sane products currently excluded, 
such as cloth.:i.n1 and ncn-presc:ription drugs. 

5. Medicaid eligibility should be expanded to the maxi.mum penni.tted by the 
. federal gcvexnment. As an "indirect" funding source of uncanpensated 
care, Medicaid expansial has the significant advantage in bringing of 
new federal dollars; the federal governnent would match every dollar 
New Jersey spent on Medicaid. 

• 6 • Initiatives to increase the number of persons with private health 
insurance should continue to be studied, tested, and implanented in 
order to achieve a 1cn.;-teDtl solution to the issue of uncanpensated 
care. 

7.	 DeteI:mination of the particn of uncx:mpensated care funding raised 
through the OOspital unccmpensated care mark-up should be done in 
advance, to the extent feasible, so as to enable insurance canpanies to 
develop premium rates which will accurately reflect their contribution 
towards uncc:mpensated care. 

,camn.ttee meubers suppac ted <me or both of the a1:t:.aChed 'two financ:i.nq t 

packages -- packages which flow fran the ear.nittee' s principles. 

-
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UNCOMPENSATED CARE ALTER~ATIVE FINANCING
 
PACKAGE "1 • 

AMOUNT RATE TO 
RAISED NOW RAISE RATE 

OPTION (milliohs) $10 MIL SELECTED 

T.F. MARK-UP $590 0.37% 6.43% 

GEN FUNOIM'CAIO ($10) $10 $10 

ALCOHOL TAX $145 7% INCR" 7% 

OTHER TOBACCO TAX"" N/A N/A N/A 

CASINO TAX $235 4.5% INCR 9% 

EMPL'RS WIO INS. 
PER EMPLOYEE $28.00 EA $1.000 

ALL EMPLOYEES $2.90 EA $0 

I· TOTAL 

SHORTFALL 

.. A 7% increase to alcohol taxes (or 7% of the existing tax) 
would generate $10 million. 

. .. " Expansion of sales tax to all tobacco products. 

AMOUNT 
RAISED 

(millions) 

$174 

$10 

$10 

$20 

$21 

$355 

$0 

.. ·>$5901 
'$0 
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UNCOMPENSATED CARE ALTERNATIVE FINANCING 
PACKAGE #2 

AMOUNT RATE TO AMOUNT 
RAISED NOW RAISE RATE RAISED 

OPTION (millions) $10 MIL SELECTED (millions) 

T.F. MARK-UP $590 0.37% 6.51% $176 

GEN FUNOIM'CAIO ($10) $10 $10 $10 

ALCOHOL TAX $145 7% INCR* 7% $10 

OTHER TOBACCO TAX*" N/A N/A N/A $20 

CASINO TAX $235 4.5% INCR 9% $21 

EMPL'RS WIO INS. 
PER EMPLOYEE $28.00 EA $750.00 $266 

ALL EMPLOYEES $2.90 EA $25.00 $86 

ITOTAL $5901 
SHORTFALL $0 

" A 7% increase to alcohol taxes (or 7% of the existing tax) 
would generate $10 million. 

* * Expansion of sales tax to all tobacco products. 

.
 
~ 
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~tab~ of ~efu JJerse~ 
DEPARTMENT OF HUMAN SERVICES 

CAPITAL PLACE ONE
 
222 SOUTH WARREN STREET


WILLIAM WALDMAN 
TRENTON. NEW JERSEY 08625Acting CommIssioner 

October·5, 1989 

David Knowlton, Deputy Commissioner
 
New Jersey Department of Health
 
eN 360
 
Trenton, New Jersey 08625
 

)),~~// 
Dear Dave: 

/
As per your request, I prefer package one over package two. 
Employers are already cost shifting health benefits to their 
employees. Thus, employees pay more in terms of co-payments and 
deductibles, especially lower wage employees. I don1t think they 
should be saddled with additional costs. A more progressive tax 
should be looked at, rather than just taxing workers. 

• 
Additionally, I think that raising revenue to reduce the present 
covered ·employer cost won't sell very well. The legislature will· 
probably want to do the least costly activity and use tax dollars 
to cover other liabilities (e.g., budget shortfall; school 
financing). I think we have to be practical in this area. So, I 
would keep the rate where it is. 

Finally, I. recommend that we put a funding source with the 
Medicaid expansion. I don't see the legislature putting general 
revenues behind it right now. Another revenue source, such as 
taxes .on other tobacco products, would be a bet ter way to go. 
Medicaid certainly doesn't have these funds in its budget. 

Very truly yours, 

.~ 
Edward Tetelman 

•I

Assistant Commissioner 
Quality Assurance, Auditing, 
and Legal Affairs 

ET:cas 

• New Jersey Is An Equal Opportunity Employer 
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STClARES 
RIVERSIDE 
"'lOICAL elN fl. 

Telephone: 

September 29, 1989 

Mr. David L.Knowlton f~ E eEl V E 0,Deputy Commissioner of Health 
N.J. Dep~r~ment of Health , f'r

lJ 10.CN-300 2 1989 
Trenton, N.J. 08625-0360 

DE~UjY COMMISSIONE:ta 
Dear ua,,~ : ST,-He: DE?T. OF. H£ALi-! 

I am writing you in regard t~ the material yeu sent on September 
22 concerning the alternate fir.ancing fer uncempensa~ed care. 

Unfortunately, I will net be able to attend the Cc~ober 5 
meeting, and! am using this let:er ~o respond to ~he ma~erials I 
received. I am discouraged that I have had tc miss the last 
meeting and this one also, but that is·what happens with busy 
calendars. 

:n reading the seven principles that are being pro;osed to be 
recommended to the Commissioner, Iam in general agreement, 
except for one ite~. The minutes of the Septembe~ 14 meeting 
incorporated the following: 

"The h~spital·uncompansated care mark-up should be 
maintained as the fall-back financing mec~anism for 
residual uncompensated care -- in the event other funding 
sourc~s being implemented fall short of expectation~· in a 
given year, due to subsequent legislative action or 
inaccurata revenue or uncompansated care cost 

•
 projections."
 

I, for ene, feal that should be incorporated as either an 
additional principle to be recommended to the Commissioner, or as 
part of Principle 3, which talks to maintaining the Trust Fund as 
a mechanism to collect a portion of, and distribute payments for, 
uncompensated care to hospitals. I think it is mandatory that it 
be cited as one of the principles, and not just take place as a •

,
preamble to any recommendation to the Commissioner. 

I say this because my belief is uncompensated care reimbursement 
is'one of the key elements in the all-payor system of New Jersey. 
It is a singular element which all can be proud to provide to our 
citizenry. It has to stand as a priority principle, in my View, 
in any recommendation to the Commissioner. 

Pocono Road. Denville. New Jersey 07834 

. _ ,. _. -. '.' .. ~ . ._-_ _.,-_..~ _-' _-. ~~-" - --- .._.._ - .__ __.- , -.---~----
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2. 

Having said that, however, I am in full concert with the 
Co~mittee's intention to find alternate sources of funds to pay 
for uncompensated care in our State. In reading the materials, I 
am a little confused as to the intent of the alternate financings 
listed under Package 1 and Package 2. 

In both enclosures, we list a series of options and potentially 
how much money can be raised from each. If our job is to provide 
a number of options from which the Legislature can choose, then I 
do not ha7e -a problem with the various packages proposed. 

However, if our intention is to find a preferential option, then 
we should specify it and reco~mend it specifically as the way to 
go. We could add additional recommendations, but we really ought 
to go ?n line wi~n whare our preferences lie. 

If the latter is our intent, I wo~ld repeat my suggestion that I 
think we should go for employee head taxes, similar to the 
disabili~y tax in this State, Which would be matched by employer 
and employee. ! further believe that such a tax should be 
differentiated to those who provide insurance for their 
employees, versus those who do not. For those who do not, they 
should pay far more em~lover match, than those who do. In my 
previous letter I suggested some numbers to you, and wo~ld stand 
by them. . 

I trust this responds to your request. If you need -additional 
information, do not hesitate to c~ntact me. 

Sincerely, 
;'e. i("\ ..~;£1,'" ­Kenneth M. Courey 

President 

KMC:mk 

.;., ,. 

-~ ... :---_...__.:..;...::. ... ­

, 
t 
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Rutgers Community He2lth PI211 

• AdminimJti':'" O!!icei:. O!!~ Wortd~ F:J.ir Dri':e. S:Jr:1el'sct. x.] OES73 :201 5i)'j·~J~9S G09 989·S5E5 

October 3, 1989 

Mr. David L. Knowlton 
Deputy Commissioner of Health 
State of NJ Dept. of Health 
CN 360 
Trenton, NJ 08625-0360 

Dear Dave: 

While I generally concur with the statement of principles and the two 
alternative financing models developed by the Uncompensated Care 
Trust Fund Advisory Committee, I am not entirely comfortable with the 
priority of the seven basic principles. 

It see~s to me that the only meaningful way to ultimately come to 
grips with this issue is to move aggressively to ex~end health 
insurance coverage to the uninsured, thereby breaking the spiral of 
an ever increasing uncompensated care trust fund leading to higher 
health insurance premiums leading to an increase in the uninsured. 
While S2981 was given urgent consideration last year in order to fund 
hospitals' uncompensated care burden~ the legislation makes extensive 
reference to the need for the state to "reduce the rate of irtcrease 
in health insurance premiums and explore and implement various 
initiatives to reduce the amount of uncompensated care ... " [Section 
1.e.]: "subsidize ... a pilot health insurance program for small 
business ... and fund the reasonable cost of preparing and 
disseminating health insurance information to employers ... " [Section 
4.a.]: "make recommendations ... on initiatives designed to reduce 
uncompensated care in the State" [Section 5.b.4]: and "make 
recommendations on initiatives to expand health insurance coverage 
in the State" [Section 5.b.6]. In addition, sections 13 and 14 of 
the Act impose various obligations on employers and students to at 
least assist in the purchase of health insurance. Yet the principle 
addressing this key issue is somewhat weakly stated and is relegated 
to near the end of list. 

In view of the fundamental importance of this insurance issue (which 
I recognize is under extensive review by the Department and will be 
considered shortly by the Committee) in ameliorating the growing 
uncompensated care crisis, I think principle 6, dealing with health 
insurance initiatives, should be strengthened and moved closer to the 
top of the list, perhaps second only to the first principle 
addressing access. Regarding that first principle, I would strongly 
urge that "access to needed hosoital care" be replaced by "access to 
needed health care," reflecting the need to provide more 
cost-effective alternatives to the inappropriate use of hospital 
emergency rooms. 

Our plan is to care for you. 
~lul1ntJinside • Uniol1 New Bl'un~wick • Somerset· Edison Princeton' Lawrenceville 

t 

• In '\slioci:uilln with till! Ccntr:11 ~cw .Jersey I\1L'dica! Group. P.A. 
A FeJel'aliy l~ualiiicJ Health I\1:lIr.tl·nan~c Or~:lniz:ltion • ~Ier.lbcr oi The H~lO Group 

I 
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Mr. David L. Knowlton -2- October 3, 1989 

Finally, regarding principal number 7, which reinforces very nicely 
the need to enhance prospectivity and predictability in the . 
reimbursement system, I would suggest adding the following underlined 
language: lfDete~ination of the portion of uncompensated care 
funding raised through the hospital uncompensated care mark-up should 
be done in advance of each calendar vear and held constant for that 
vear, to the extent feasible ... " 

I have enclosed recent articles related to the insurance issues which 
you and the Committee might find of interest. 

I recognize that coming late in the process of the Committee's 
deliberations limits my perspective.of your earlier discussions. 
Nevertheless, my comments are meant to be constructive and I 
appreciate the opportunity to offer them. . 

Sincerely,

&
Roger W. Birnbaum 
President 

RWB:lc158. 

enclosures 

,. 

• 

•
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(,CT 1 () 19M 

DEPUTY COMMISSIONER Hc:".Jlth [nsur:met: Associauon of Amc:ri<.:a 
STATE OEPT. OF. HEALTH 

Sl;lnle\, iJ. Pel:k, Vice ['rcsl<.knl 
[nsur.mc·:, ~t;ln;l~ctl C;lrc 
;lnd I'ro"lder Rel;llions 

October 13, 1989 

Mr. David Knowlton, Deputy Director 
State of New Jersey 
Department of Health 
CN 360 
Trenton, New Jersey 08625-0360 

Dear Dave: 

The purpose of this letter is to indicate the Health In~~rance 
Association of America's (HlAA) gener~l support for the statement 
of principles and the two sets of tl.nculCl.ng mecnanl.sms which will 
be recommended to the Commissioner 'or~ealtn oy the Uncompensated 
Care Trust Fund Advisory Committee. 

We strongly urge, however, that the principles be reordered so 
they more accurately reflect the committee's deliberation~ and 
goals for the system. Specifically, the Medicaid expansions, 
currently principle 5 should be elevated to principle 2. It is a 
broad-based financing mechanism and therefore logically follows 
the statement made in principle 3. Further, the Medicaid expan­
sions will increase the number of persons with coverage and thus, 
will preclude the use of trust fund monies to finance care for the 
potential enrollees. These are obviously high priorities for the 
Advisory Committee and should be so indicated in the recommenda­
tions. 

Although we believe that the trust fund sho~ld be maintained, the 
recommendations to the.Commissioner should emphasize that in­
flating the mark-up factors of the trust fund to compensate for 
all shortfalls is clearly a fall-back position. We encourage the 
Department to seek other sources of funding such as those enu­ •r

merated in the principles. . . 

A suggestion was made at our October 5 meeting to amend principle 
1: "A system which ensures access to needed health care ••• ". We 
concur with this recommendation. 

.- . 
1025 Connecticut Ave:nue:. NW \'('ashington. DC 20036·.399H 202/22.3·i830 Tc:le:copier 202/223.7897 :'.;','-' 
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.
i _.. .... ..... 
~ .. 

Mr. David Knowlton 
october 13, 1989 
Page Two 

HIAA is pleased to have participated in the development of the 
recommendations to the Commissioner. We also look forward to 
assisting in their implementation. 

anley B. Peck 
Vice President 

SBP:.1M/jd 

cc: Jane Majcher 

,
• 

'...... .:., .... ," . ... - . .. .. "., ", ", '. ~ 

..... '." :~:.. '. ... ~:: ~: ..;.'" 
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APPE2IDIX 6
 

Analysis of Possible I:apact of an Increase in the Rate of Unenployment in 
New Jersey (Xl the Alrount of Uncx:Iupe:nsated care Provided by Hospitals 

Abstract 

Based on several assumptions and limitations in the use of available 
data, the :impact of an increase in the rate of unemployment in the state of 
New Jersey on the Uncanpensated care Trust Fund was calculated for three 
1990 unemployment rate scenarios. The rate of unemployment in the state 
for the first 10 m::nths of 1989 was 4%. The three scenarios of the rate of 
unemployment in 1990 are 5%, 6%, am. 7%. The increase in uncanpensated 
care for 1990 has been estimated to be $13 millien, $26 million, and $39 
million, respectively, for the three unemployment scenarios. These 
increases in uncanpensated care costs would result in an increase in the 
percentage of the unifonn statewide tn1ccmpensated care add-on of 
approximately 0.3%, 0.6%, and 0.9%, respectively. 

Introduction 

'!his analysis has been undertaken to fulfill subsection b( 8) of 
section 5 of the Uncanpensated care Trust Fund law (P. L. 1989, c.l). '!his 
subsection of the law states the following: 

The	 Uncanpensated care Trust Fund Advisory Cormi.ttee shall: 

Analyze the possible impact of an increase in the rate of unemployment 
in the state on the arrcunt of uncanpensated care provided by }"x)spitals 
and advise the CcnntLssioner en its conclusiCl1S about the p:rojected 
impact of the limit en the unifonn statewide uncanpensated care add­
en, established pursuant to subsection b. of sectien 6 of this act, on 
hospitals under those ecorx:mic conditions. 

In order to detennine the increase in uncanpensated care that might 
result fran a given increase in the rate of unemployment, there are several 
questions which must be answered. These questiCl1S include the following: 

(1) If the rate of unemployment in New Jersey increases fran the 
January to october 1989 rate of 4.0% to a higher rate in 1990, how 
many persons will becane unemployed? (See Table 1, page 8, for 
New Jersey unemployment statistics.) 

(2)	 Of persons who becane unernployed, h:M many will lose existing 
health insurance coverage and h:M many dependents will be affected 
by the loss of health insurance of the unemployed person? (Sane 
do rot lose health insurance when they becane unemployed and sane 
did rot have it when they were employed.) 

(3)	 What will be the average cost of inpatient and outpatient hospital 
care for those persons who are ro longer insured, and how much of 
it will go unpaid? 
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The estimates that follow were made by utilizing available state and 
national data. Appendix I, page 7, lists the assumptions that have been 
made in deriving final figures to determine the impact of an increase in 
the rate of unemployment on the Unccmpensated care Trust Fund. 

Data Available for Analysis 

1. New Jersey Labor Force and Unemployment statistics 

Table 1, page 8, displays the New Jersey civilian labor force and 
unemployment statistics for the years 1985 to 1990. The civilian 
labor force statistic for 1990 is a projected figure based up:n the 
Ecc:n:mic-DeIoclgraphic M:ldel. The trend over the past five years has 
been a reduction in the rate of unemployment, with a high of 5.7% in 
1985 to a low of 3.8% in 1988. While the unemployment rate has been 
remaining stable, the civilian labor force has been increasing over 
the same five year period. In 1985, the civilian labor force was 
3,839,000 and in 1989 it was 4,002,500. The civilian labor force in 
1990 is projected to be 4,029,600. The August 1989 issue of New 
Jersey Econcmic Indicators stated that the New Jersey unemployment 
rate is assumed to decline sanewhat fran its 1988 average of 3.8%, 

1reach:in;I a level of 3.5% by the year 2000 and 3.0% in 2015. This 
August 1989 issue also stated that in 1989 there was an increase in 
the jobless rate for adult men fran 3.1% to 3.5% (about 8,000 
individuals) which was masked by a drop in the rate for teenagers fran 
12.2% to 9.3% (also about 8,000 individuals). The accuracy of these 
figures was substantiated by the fact that, over the same period, the 
weekly average of lIDemp10yment insurance claims climbed by about 

210,000. 

The 1990 civilian labor force Projection will be used in order to 
detenni.ne the munber of persa1S who \'Olld becane unemployed in 1990 if 
there is an increase in the unemployment rate when ccmpared to 1989. 
!brae unemployment rate scenarios will be presented in order to show 
the impact that an increase in the rate could possibly have on the 
am:nJl1t which is spent on unccmpensated care. The three scenarios 
will be: 

( 1) 1990 unemployment rate of 5%: 201,480 persa1S would be 
unemployed, an increase of 39,880 unemployed PersonS when cx:xnpared 
to 1989; 

(2) 1990 unemployment rate of 6%: 241, 776 PersonS \'Olld be 
lIDemp1oyed, an increase of 80,176 unemployed persons when canpared 
to 1989; and 

(3)	 1990 unemployment rate of 7%: 282,072 persons \'Olld be 
unemployed, an increase of 120,472 unemployed persons when 
canpared to 1989. 
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2.	 Survey of Health Insurance Coverage of New Jersey Unemployment 
Insurance Claimants 

The New Jersey Department of Labor conducted a survey of the 
status of health insurance coverage of 2,135 unemployed individuals 
wOO were claiming unemployment benefits during the week ending October 

25, 1986.3 'TI1e average duration of benefits for the survey 
respondents was 11~. The average number of insured dependents 
while unemployed was 2.6 (including the survey respondent). The 
survey found the following chan;;Je in the health insurance status of 
the survey respondents: 

a	 47% of survey respondents had health insurance coverage both when 
employed and unemployed. 

a	 29% of survey respondents lost health insurance coverage after they 
became' unemployed. 

a	 19% of survey respondents did not have health insurance coverage 
when employed or unemployed. 

a	 5% of survey respondents did not have health insurance coverage 
durin) employment but obtained health insurance while unemployed. 

After subtracting the percentage of survey respondents (5%) who 
gained coverage fran the percentage of survey respoodents (29%) who 
lost coverage, there was a net increase in uninsured respondents of 
24%. Table 2, page 9, is provided to give a nore detailed sumnary of 
the survey s~le characteristics and percentage distributions of 
claimants in each of the four major health insurance subpopulations. 

A similar study of the chan;;Je in status of health insurance 
coverage of the population which is ineligible for unemployment 
insurance benefits has not been conducted in the state of New Jersey. 
One would assume that this population is ~ off ecc:n::mi.cally than 
the population who is eligible for unemployment insurance benefits. 
In order to qualify for unanployment benefi.ts in 1989, a persc.n must, 
for the first four quarters of the last five canpleted calendar 
quarters, have worked at least 20 weeks in covered employment and 
earned at least $92 per week or have earned a total of $5,500 in 
covered employment. A person may collect unemployment for a maximum 
of 26 weeks. In a study conducted by the New Jersey Department of 
Labor of unemployment insurance recipients fran 1985 to 1986, the mean 
number of ~ of benefi.ts paid was 15 and the percent exhausting 

4benefits was 35.1%. In 1988, the insured unemployment rate was 2.1% 
while the total unemployment rate was 3.8%. Therefore, 44.7% of those 
who were unemployed in 1988 were not eligible for unemployment 
insurance benefits. The figure of 44.7% was derived fran the 
uninsured unemployment rate of 1.7% (2.1% subtracted fran 3.8%) as a 
percentage of the total unemployment rate of 3.8%. 

In calculating the possible increase in dollars spent on 
uncanpensated care, the figure of 24% will be used when detenni.ning 

•
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the total number of tmernployed persons who have had a loss of health 
insurance coverage. Applyi,nJ the 24% figure to all persons who are 
unemployed may be an overestimate of the loss of health insurance 
status, since many individuals witl'nlt unemployment insurance may have 
been	 unemployed and witl'xJut health insurance for an extended period of 
tune	 prior to becaning unemployed. This figure of 24% may also be an 
overestimate of the number who currently lose insurance due to 
unemployment since COBRA legislation was not in effect at the tune of 
the Department of Laoor survey. In 1990, fewer persons may be 
uninsured because they will purchase health insurance through their 
fomtel:' employers by exercising their rights under OJBRA. 

A factor for the number of dependents an unemployed person has 
will also be used when calculating the total number of persons 
affected by the loss of health insurance coverage. A figure of 2.6 
dependents (includi.rY;;J self) was found in the 1986 Department of Laoor 
survey of health insurance coverage. A similar survey conducted by 
the Deparbnent of Labor in 1983 was coosistent with the 1986 survey in 
the data collected rega.rdi.rXJ the number of dependents. In both 
suzveys, a figure of 2. 6 dependents (incll..lC1in;;l self) was obtained. 
See Table 3, page 10, for a ccmpar1son of the 1983 and 1986 surveys. 

The calculaticns of the number of persons who have lost health 
insurance due to an increase in unemployment in 1990 is calculated 
below for the three scenarios: 

• ( 1 ) unemployment rate of 5%: (39,880 x .24) x 2.6 = 24,885 persons 

(2) unemployment rate of 6%: ( 80,176 x .24) x 2.6 = 50,030 persons 

(3) unemployment rate of 7%: (120,472 x .24) x 2.6 = 75,175 persons 

3.	 Number of Uninsured in New J~ and Dollars Spent on Haspital 
Unccmpensated Care 

As of March 1986, there were 843,000 uninsured persons in the 

state of New Jersey. 5 This arrDlII1ted to 11% of New Jersey's 
population. In 1990, the Deparbnent of Health estimates that 
unccmpensated care may be as high as $590 million. This figure is 
based on the 1989 figure adjusted by the average percentage increase 
over the past several years. Of this $590 million, it is not krx::Mn 
tx:M much will be spent on persons who are uninsured versus persons who 
have insurance but cannot pay their co-payment or deductible. The 
American Hospital Association estimates that over 75% of total 
unccmpensated care costs are the result of lack of insurance 

coverage. 
6 

Therefore, if 75% of $590 million in ~ated care is 
spent on the uninsured, $442.5 million \>Olld be spent on the 
uninsured. To determine the dollars spent on each uninsured person, 
with the assumption that in 1990 the number of uninsured persons would 
be similar to the 1986 figure, the $442.5 million is divided by 
843,000. This 8IYOlU1ts to $524.91 per uninsured person for 
1JI'1CC1Iq;)eI1ated hospital care. 
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Conclusion 

Based on the preceding infonnation, assumptions, and analysis, the 
estimates of uncanpensated care cost increases due to different increases 
in the unemployment rate in 1990 are listed below in three scenarios: 

(1) unemployment rate of 5%: $524.91 x 24,885 = $13,062,385 

(2) unemployment rate of 6%: $524.91 x 50,030 = $26,261,247 

(3) unemployment rate of 7%: $524.91 x 75,175 = $39,460,109 

The three scenarios listed above ~d result in percentage increases 
in the unifonn statewide uncanpensated care add-on (percentage of all 
governmental and rx>ngovernnental approved reverme) of 0.3%, 0.6%, and 0.9%, 
respectively, based upon the limitations of the data and assumptions that 
have been made (Appendix I) • Although a rise in the number of unemployed 
persons is exPeCted to increase the number of patients without health 
insurance who are being treated at New Jersey hospitals, the Uncanpensated 
Care Trust Fund arrount would not be affected for ~ years since hospitals 
are reimbursed based uPon data which is ~ years old. 
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APPENDIX I 

AsSl][lJ?tions 

Assumption 1: The number of uninsured persons in New Jersey in 1990 will 
be similar to the number of uninsured New Jerseyans in 1986, 
Le., 843,000. 

Assumption 2: In 1990, the Department of Health estimates that 
\.IDCCll1f>eI1Sated care may be as high as $590 million, based 
upan the 1989 figure adjusted by the average percentage 
increase over the past several years. 

Assumption 3: The percentage of uncanpensated care resulting fran 
uninsured persons is equal to 75% of the uncanpensated care 
aITCllIDt, i. e., 25% of \.IDCCll1f>eI1Sated care is spent on persons 
who cannot pay insurance deductibles and co-payments. 

Assumption 4: The rate of loss of health benefits for those persons who 
becx:me ~loyed is 24%. This figure is based on the 1986 
New Jersey Department of Labor SUIVey of unemployment 
insurance claimants. 

Assumption 5: The average number of dependents (inclucJ.in.;J self) for an 
unemployed perscn is 2.6. This figure is based upon the 
1983 and 1986 New Jersey Department of Labor Health 
Insurance Coverage Surveys. 

Assumption 6: The civilian labor force projection for 1990 has been 
estimated by the New Jersey Department of Labor based upon 
the Econcmic-Darographic M::x:lel. 
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TABLE 1 

New Jersey Labor Force and UJ:leIrployment Statistics 
1Mcnthly Averages 1985 to 1990 

2 
1985 1986 1987 1988 1989 1990

Jan.-oct. Projection 
Civilian 
Labor 
Force 3839.0 3908.0 3967.0 3978.0 4002.5 4029.6 
(ooo's) 

Resident 
Employment 3621.0 3712.0 3806.0 3827.0 3840.9 
(ooo's) 

Resident 
Unemploy­
ment 217.0 197.0 160.0 151.0 161.6 
(ooo's) 

Unemploy­
ment Rate (%) 5.7 5.0 4.0 3.8 4.0 

1989 rJbnthly Trends (Seasonally Adjusted 1988 Benchmark) 

Jan. Feb. Mar. Apr. May June July Aug. Sept. oct. 

Civilian Labor 
Force (ooo's) 4,046 4,043 4,010 3,977 3,952 3,971 3,976 3,990 4,014 4,046 

Resident 
Employment 3,888 3,884 3,890 3,816 3,834 3,806 3,814 3,810 3,828 3,839 
(ooo's) 

Resident 
Unemployment 158 159 120 161 118 165 162 180 186 207 
(ooo's) 

Unemployment 
Rate (%) 3.9 3.9 3.0 4.0 3.0 4.2 4.1 4.5 4.6 5.1 

1 1985-1989 labor force and unemployment statistics are fran New Jersey Econcmic 
Indicators, Trenton, NJ: New Jersey Department of Labor, Division of Labor 
Market and Dem:lgraphic Research, August 1989, pp. S-36 & S-37, and data provided 
by the New Jersey Deparbnent of Labor, Division of Labor Market and Derrographic 
Research. 

2 1990 projection of civilian labor force is fran Population & Labor Force 
Projections For New Jersey: 1990 to 2030 Volume I, Trenton, NJ: New Jersey 
Deparbnent of Labor, Divisicn of Labor Market and Dem:Jgraphic Research, February 
1989, p. 31. 
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TABLE 2 

Hew Jeney Heal th/L f fe Insurance Covel-age Surveyl . ­

CHARACTERISTICS AND PERCENTAGE DISTRIBUTIONS
 
OF CLAIMANTS IN EACH OF TlfE FOUR MAJOR
 

HEALTlf INSURANCE SUBPOPULATIOHS OF TlfE SURVEY SAMPLE
 

-SUBPOPULATIONS OF SAMPLE -Not Covered 
Had Coverage Both Efther When 

Total When EllIlJloyed Lost Gained Employed or 
Claimant Characteristics Sample and Unemployed Coverage Coverage Unemployed 

(1) (2) (3) (4) (5) (6 ) 

Average Age 
Average Base Period Wages2 

Average Weekly Benefit Rates 3 

39 years 
$15.223 

$165 

43 years 
$18.297 

$179 

35 years 
$15.534 

$171 

42 years 
$10.450 

$138 

34 years 
$8.546 

$129 
Average Duration of Benefits 

(weeks)1+ 11 11 11 10 11 

Average Number of Insured 
Dependents while UnemployedS 2.6 2.6 N.A. 2.9 N.A. 

Percentage Distributions (t of Total) 

Sex: 

Men 53% 511; 58% 23% 58: 
Women 47 49% 42 77% 42 

Race 

White. Not Hispanic 66% 76: 581 811 48: 
Black. Not Hispanic 21 13 28 8 JO 
Hispanic 13 10 13 10 21 
Other6 1 * 1 * 1 

N.A•• Not Applicable. 

1 Survey of New Jersey unemployment insurance claimants; conducted during the week ending October 25. 1986. 

2 Base period wages include salary. COlllliss1ons. bonuses and the cash value of any other compensation whfch 
were reported by an unemployed worker's former etJlI)loyers for the first four of the last five completed 
calendar quarters preceding the fnitial claim for unemployment benefits. Some survey respondents qualified 
for their unemployment benefits under a prior earnings eligibilfty criterion. Prior to July 1986. base 
period wages were defined as the ffrst 52 of the 53 weeks preceding the claim for UI benefits. Differences 
among claimants in base period wages are affected not only by differences in wage and salary level s. but 
also by differential numbers of weeks and hours worked during the base period. 

3 Average weekly benefit rates on this table represent average weekly unemployment insurance entitlements 
of individuals who particfpated fn the health insurance survey. Each worker's UI weekly benefit rate fs 
detenained as 60t of the worker's average weekly wage. subject to a maximum of 56 2/3% of the statewide 
average weekly wage in covered employment. 

1+ Average duration of unemployment insurance benefits as of the end of the survey week. 

S Average number of dependents during unemployment; includes the survey respondent. This average is derived 
from survey sample cases where health fnsurance Coverage was reported in effect IS of the survey week. 

6 Includes American and Alaskan natives. Asians and Pacific Islanders. 

* - Less than 0.5% 

NOTE: Percentage distributions may not add to lOOt due to rounding. 
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TABLE 3 

-­ New Jersey Health Insurance Coverage Surveysl -­

COMPABISOR OF 1983 ARD 1986 
IlEALTH IlISUIlABCX SUl.VEYS 

1983 Survey 1986 Survey 

1. 

2. 

Number of Valid 
Questionnaires 

Survey Date(s) 

1,623 

March 14, 1983 

2,135 

October 20-24, 
1986 

3. New Jersey Total unemolorzent 
Rate During Survey Month 8.31. 5.21. 

4. New Jersev Insured Unemployment 
Rate D~ring Survey MonthZ 4.31. 2.51. 

5.� ur Benefit Programs� 
Included in Survey:�

d 

• 
(a) Regular Unemployment 

Insurance Program Yes Yes 
(b)� Federal Supplemental 

Compensation Program Yes No 
(c)� Unemployment Compensation 

for Federal Employees (UCFE) No Yes 
(d)� Unemployment Compensation 

for E~-Service Members (UCX) No Yes 

6. Kev Survey Findings: 

Percent without basic 
coverage while employed JS1. 241. 

Percent without basic 
coverage while unemployed 531. 48'7. 

7. Claimant Characteristics: 

Average number of dependents 
covered by health insurance 2.6 dependents, 2.6 dependents, 
while� unemployed including self including self 

Average age of survey 
respondents 38 years 39 years 

lSurveys of New Jersey unemployment insurance claimants. G1359 

2Seasonally adjusted. 

,� 
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