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CHAPTER 9

STATE HEALTH BENEFITS PROGRAM

Authority
N.J.S.A. 52:14-17.27.

Source and Effective Date

R.1998 d.406, effective July 13, 1998.
See: 30 N.J.R. 1919(a), 30 N.J.R. 2953(c).

Executive Order No. 66(1978) Expiration Date
Chapter 9, State Health Benefits Program, expires on July 13, 2003.

Chapter Historical Note

All provisions of this chapter were adopted by the Commission,
pursuant to authority delegated at N.J.S.A. 52:14-17.27 and became
effective prior to September 1, 1969. Amendments became effective
December 19, 1969 as R.1969 d.33. See: 1 N.J.R. 10(b), 2 N.J.R. 8(a).

1970 Revisions: Amendments became effective December 10, 1970
as R.1970 d.147. See: 2 NJ.R. 94(d), 3 N.J.R. 11(a).

1971 Revisions: Amendments became effective February 17, 1971 as
R.1971 d.21. See: 3 NJ.R. 10(a), 3 N.J.R. 52(c). Further amend-
ments became effective October 5, 1971 as R.1971 d.177. See: 3
N.J.R. 138(a), 3 N.J.R. 236(a).

1972 Revisions: Amendments became effective October 4, 1972 as
R.1972 d.200. See: 4 N.J.R. 168(b), 4 N.J.R. 283(c).

1973 Revisions: Amendments became effective January 4, 1973 as
R.1973 d.8. See: 4 N.J.R. 282(a), 5 N.J.R. 59(b). Further amend-
ments became effective June 6, 1973 as R.1973 d.148. See: 5 N.J.R.
76(a), 5 N.J.R. 181(a). Further amendments became effective October
2, 1973 as R.1973 d.285. See: 5 N.J.R. 243(a), 5 N.J.R. 393(a).

1974 Revisions: Amendments became effective August 19, 1974 as
R.1974 d.228. See: 6 N.J.R. 156(a), 6 N.J.R. 360(c).

1975 Revisions: Amendments became effective March 14, 1975 as
R.1975 d.68. See: 7 N.J.R. 76(2), 7 N.J.R. 181(a). Further amend-
ments became effective March 13, 1975 as R.1975 d.65. See: 6 N.J.R.
495(a), 7 N.J.R. 180(c). Further amendments became effective June 9,
1975 as R.1975 d.159. See: 7 N.J.R. 118(e), 7 N.J.R. 349(b).

1976 Revisions: Amendments became effective April 22, 1976 as
R.1976 d.124. See: 8 N.J.R. 85(c), 8 N.J.R. 263(a). Further amend-
ments became effective October 8, 1976 as R.1976 d.313. See: 8
N.J.R. 443(c), 8 N.J.R. 539(a).

1978 Revisions: Amendments became effective April 8, 1978 as
R.1978 d.130. See: 9 N.J.R. 600(a), 10 N.JR. 265(a). Further
amendments became effective April 18, 1978 as R.1978 d.131. See: 10
N.J.R. 80(b), 10 N.J.R. 265(b). Further amendments became effective
December 26, 1978 as R.1978 d.442. See: 10 N.J.R. 456(a), 11 N.JL.R.
105(b).

1979 Revisions: Amendments became effective April 23, 1979 as
R.1979 d.159. See: 11 N.J.R. 94(d), 11 NJ.R. 304(c). Further
amendments became effective July 3, 1979 as R.1979 d.261. See: 11
NJ.R. 208(b), 11 N.J.R. 415(a). Further amendments became effective
October 4, 1979 as R.1979 d.396. See: 11 N.J.R. 303(d), 11 N.J.R.
595(c).

1980 Revisions: Amendments became effective July 1, 1980 as
R.1980 d.300. See: 12 N.J.R. 216(b), 12 N.J.R. 497(b).

1981 Revisions: Amendments became effective June 4, 1981 as
R.1981 d.138. See: 13 N.J.R. 110(b), 13 N.J.R. 376(b).
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1982 Revisions: Amendments became effective October 18, 1982 as
R.1982 d.341. See: 14 N.J.R. 36(a), 14 N.J.R. 1165(a). .

1983 Revisions: Amendments became effective March 7, 1983 as
R.1983 d.44. See: 14 N.LR. 1293(b), 15 N.J.R. 343(b). Further
amendments became effective May 2, 1983 as R.1983 d.129. See: 15
N.J.R. 81(b), 15 NJ.R. 697(b). This chapter was readopted pursuant
to Executive Order 66(1978) effective May 16, 1983 as R.1983 d.177.
See: 15 N.J.R. 529(a), 15 N.J.R. 930(¢). Further amendments became
effective August 15, 1983 as R.1983 d.332. See: 15 N.J.R. 793(a), 15
N.J.R. 1383(d).

1984 Revisions: Amendments became effective December 17, 1984
as R.1984 d.560. See: 16 N.J.R. 2422(b), 16 N.J.R. 3479(b).

1985 Revisions: Amendments became effective February 4, 1985 as
R.1985 d.18. See: 16 N.J.R. 2422(a), 17 NJ.R. 320(b). Further
amendments became effective April 1, 1985 as R.1985 d.165. See: 16
N.J.R. 3192(b), 17 N.J.R. 841(a). Further amendments became effec-
tive November 18, 1985 as R.1985 d.587. See: 17 N.J.R. 1399(a), 17
N.J.R. 2784(b).

1986 Revisions: Amendments became effective January 21, 1986 as
R.1985 d.676. See: 17 N.LR. 2386(a), 18 N.J.R. 2135(c). Further
amendments became effective February 18, 1986 as R.1986 d.28. See:
17 N.J.R. 2868(a), 18 N.J.R. 427(b). Further amendments became
effective October 20, 1986 as R.1986 d.423. See: 18 N.J.R. 1451(b), 18
N.J.R. 2135(c).

1987 Revisions: Amendments became effective December 7, 1987 as
R.1987 d.497. See: 19 N.I.R. 1636(b), 19 N.I.R. 2303(b).

1988 Revisions: Pursuant to Executive Order No. 66(1978), Chapter
9 expired on June 6, 1988, and subsequently was adopted as new rules
by R.1988 d.461, effective October 3, 1988. See: 20 N.J.R. 1536(a), 20
N.J.R. 2466(d). Amendments became effective October 3, 1988 d.469.
See: 20 N.JLR. 1536(b), 20 N.J.R. 2466(e). Further amendments
became effective October 3, 1988 as R.1988 d.471. See: 20 N.J.R.
1537(a), 20 N.J.R. 2467(a). Further amendments became effective
October 17, 1988 as R.1988 d.442. See: 20 N.J.R. 741(a), 20 N.J.R.
2590(b). Further amendments became effective October 3, 1988 as

R.1988 d.470. See: 20 N.L.R. 1182(a), 20 N.J.R. 2467(b).
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1989 Revisions: Added new rule 1.8 effective March 6, 1989 as
R.1989 d.126. See: 20 N.J.R. 2863(a), 21 N.J.R. 638(c).

Pursuant to Executive Order No. 66(1978), Chapter 9, State Health
Benefits Program, was readopted as R.1993 d.463, effective August 23,
1993. See: 25 N.LR. 2651(b), 25 N.J.R. 4508(b).

Pursuant to Executive Order No. 66(1978), Chapter 9, State Health
Benefits Program, was readopted as R.1998 d.406, effective July 13,
1998. See: Source and Effective Date.

Law Review and Journal Commentaries

State Health Benefits Program. Judith Nallin, 134 N.J.L.J. No. 3, 61
(1993).
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SUBCHAPTER 1. ADMINISTRATION

17:9-1.1 Commission meetings

(a) The Commission shall meet, as necessary, at the call
of the chairman or the secretary.

(b) Any two members of the Commission shall constitute
a quorum for the purpose of conducting the business of the
Commission.

(c) If a member is unable to attend a meeting, he shall
designate a person to represent him as his alternate. The
person so designated shall be permitted to vote on business
brought before the Commission.

17:9-1.2 Records

(a) The minutes of the Commission meetings are public
records and may be inspected during regular business hours
at the office of the Division of Pensions under supervision
of the Chief of the Health Benefits Bureau or other repre-
sentatives of the office.

(b) Records considered confidential include all matters
related to the coverage of individual participants and their
families, mailing addresses of active and retired participants
and individual files related to major medical claims where
no official purpose or reason for inspection is indicated.

Next Page is 9-2.0.0.1
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Case Notes participating in health care plan to permit it to gain access to informa-

tion regarding its claims history under common-law right to inspect

Board of education had sufficiently strong interest in obtaining public records. Board of Educ. of Newark v. New Jersey Dept. of
information regarding health insurance claims paid for each employer Treasury, Div. of Pensions, 145 N.J. 269, 678 A.2d 660 (1996).
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17:9-6.5

(b) Any employee, upon retirement, or an eligible surviv-
or of such employee will be notified by regular mail of his or
her right to continuous coverage in the State Health Bene-
fits Program. The retired employee or eligible survivor
must, within a 15-day period following the receipt of the
letter offering retired coverage, submit the appropriate ap-
plication and charges for such coverage, if required. Any
retired employee or eligible survivor not responding within
the 15-day period shall receive a second notice by certified
mail.

As amended, R.1973 d.8, eff. Jan. 4, 1973.
See: 4 N.J.R. 282(a), 5 N.J.R. 59(b).
As amended, R.1983 d.44, eff. March 7, 1983.
See: 14 N.J.R. 1293(b), 15 N.J.R. 343(b).
The word “premiums” was changed to “charges” and “his” to “his or
her”.
Amended by R.1985 d.677, effective January 21, 1986.
See: 17 N.JLR. 2604(a), 18 N.J.R. 213(a).
Text added in (b) “Any retired employee . . . by certified mail.”

17:9-6.3 Retired coverage; limitation

(a) A retiree may change coverage to include a spouse
and other dependents by submitting a completed application
within 60 days of a change in family status (marriage or
divorce, birth or adoption of a child, death or a significant
change in health coverage due to spouse employment). The
dependent shall be enrolled retroactively to the date of
eligibility.

1. If a retiree wishes to add an eligible spouse or
dependent and the completed application is not received
within 60 days of a family status change, there shall be a
minimum waiting period of two full months upon the
Division’s receipt of a completed application to change
coverage. A dependent may be enrolled as of the first
day of the month following the two month waiting period.
A dependent added in this manner may be added to a
retiree’s contract only once.

(b) Pensioners, whose original retirement allowance or
pension is less than the charge to be deducted to pay for the
cost of the coverage to such pensioner, will be permitted to
continue coverage provided that the pensioner pays for the
cost of such coverage in advance on a quarterly basis, in
which case there will be no pension deduction.

(c) If the pensioner moves and is no longer able to be
serviced by a health maintenance organization or the organi-
zation is terminated, the pensioner will have a 30-day
period for the selection of coverage under another partici-
pating organization or the traditional coverage.

(d) A pensioner and/or spouse, who has maintained cov-
erage in the State Health Benefits Program following retire-
ment and is subsequently removed from such coverage for
not having the complete Federal Medicare coverage Parts A
and B as required by statute, will be permitted to obtain
prospective reentry into the State Health Benefits Program
once proof of complete Federal Medicare coverage Part A
and B has been provided to the Division of Pensions.
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(e) Coverage for a retired employee or the spouse of a
retired employee of an employer who becomes a participat-
ing employer in the State Health Benefits Program shall be
limited to that which is comparable to the coverage which
the employer or spouse had under the group medical insur-
ance plan of the employer immediately prior to the date the
employer became a participating employer.

As amended, R.1975 d.159, effective June 9, 1975.
See: 7 N.JLR. 118(e), 7 N.J.R. 349(b).
As amended, R.1976 d.313, effective October 8, 1976.
See: 8 N.J.R. 443(c), 8 N.J.R. 539(a).
As amended, R.1983 d.44, effective March 7, 1983.
See: 14 N.J.R. 1293(b), 15 N.J.R. 343(b).

Subsection (d) concerning prospective reentry into the State Health
Benefits Program, added.
Amended by R.1985 d.165, effective April 1, 1985.
See: 16 N.J.R. 3192(b), 17 N.J.R. 841(a).

(a)-(b) substantially amended.
Amended by R.1985 d.676, effective January 21, 1986.
See: 17 N.LR. 2386(a), 18 N.J.R. 212(b).

(e) added.
Amended by R.1996 d.552, effective December 2, 1996.
See: 28 N.J.R. 3715(a), 28 N.J.R. 5079(a).

Case Notes

Retiree who elected not to participate in state health plan at time he
retired could not later enroll. Driller v. State Health Benefits Commis-
sion. 93 N.JLAR.2d (TYP) 16.

17:9-6.4 Disability earnings

A retirant, whose disability retirement allowance has been
suspended as his or her income exceeded the limits estab-
lished by law, shall have his or her health insurance termi-
nated upon the suspension of his or her allowance. Upon
the reinstatement of the individual’s allowance, his or her
coverage will resume on a prospective basis only. However,
where the employer is liable for the charge payment, the
coverage shall be continued without interruption.

R.1976 d.313, eff. October 8, 1976.
See: 8 N.LR. 443(c), 8 N.J.R. 539(a).
As amended, R.1983 d.44, eff. March 7, 1983.
See: 14 N.J.R. 1293(b), 15 N.J.R. 343(b).
Reference to premiums was changed to charges and reference to
female employees added.

17:9-6.5 Discontinuance of allowance

When a retirant, beneficiary or their designated represen-
tative fails to furnish information which results in the dis-
continuance of the allowance, the retirant’s or beneficiary’s
coverage may be terminated upon such discontinuance.
However, where the employer is liable for the charge pay-
ment, the coverage shall be continued without interruption.
Upon the reinstatement of the individual’s retirement allow-
ance, his or her health insurance will be resumed and may
be made retroactive. The same applies whenever an allow-
ance is discontinued such as in cases involving possible
incompetency, change of guardian or other arrangements
which may temporarily cause the suspension of the payment.

R.1976 d.313, eff. October 8, 1976.
See: 8 N.J.R. 443(c), 8 N.JR. 539(a).

Supp. 12-18-00
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As amended, R.1983 d.44, eff. March 7, 1983.
See: 14 N.J.R. 1293(b), 15 N.J.R. 343(b).

The word “premium” was changed to “charge” and “his” to “his or
her”. .

17:9-6.6 Beneficiary, dependent or survivor

(a) An eligible beneficiary or survivor will have their
coverage discontinued upon the death of the retirant but
will be given the opportunity to continue coverage on a
prospective basis only, once they have filed proper applica-
tions for pensions. Coverage may be made retroactive for
as much as six months provided the necessary charges are
paid. Any request for retroactive coverage in excess of six
months shall be submitted to the secretary.

(b) An eligible dependent, who is not the recipient of any
monthly retirement benefit from a State-administered retire-
ment system upon the death of the retired member, will be
offered the opportunity to continue participation in the
State Health Benefits Program subsequent to the death of
the retired member. The coverage will be no. greater than
the coverage that was in effect at the time of the retired
member’s death and will be limited to only those depen-
dents covered at the time of the member’s death. The
Division of Pensions will bill the appropriate dependent at
the group rate then in effect for such coverage on a
quarterly calendar basis.

R.1976 d.313, eff. October 8, 1976.

See: 8 N.J.R. 443(a), 8 N.J.R. 539(a).

As amended, R.1983 d.44, eff. March 7, 1983.
See: 14 N.J.R. 1293(b), 15 N.J.R. 343(b).

The word “premium” was changed to “charge”.
Amended by R.1986 d.424, effective October 20, 1986.
See: 18 NLJ.R. 1452(a), 18 N.J.R. 2135(d).

(b) added.

17:9-6.7 Coverage for PFRS and SPRS accidental death
benefit recipients

(a) For the purposes of this section, “eligible person”
means the widow or widower and child, as defined in
N.J.S.A. 43:16A-1, of a member of the Police and Firemen’s
Retirement System, to or for whom an accidental death
benefit is payable under N.J.S.A. 43:16A~-10, and the surviv-
ing spouse and child, as defined in N.J.S.A. 53:5A-3, of a
member of the State Police Retirement System, to or for
whom an accidental death benefit is payable under N.J.S.A.
53:5A-14.

(b) An eligible person may participate in the State Health
Benefits Program regardless of whether the member’s em-
ployer is a participating employer. The premiums for the
coverage shall be paid by the State of New Jersey, as
provided in P.L. 1989, c.271.

(c) Persons eligible to participate in the program under
this section shall participate in the retiree group. If there is
a widow or widower, or surviving spouse, eligible children
shall participate as dependents of the widow or widower, or
surviving spouse. If there is no widow or widower, or
surviving spouse, eligible children shall participate as mem-
bers of the program, and their eligibility to participate shall
continue as long as they qualify as children under the laws
governing the retirement system of the deceased member.

Supp. 12-18-00
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(d) An eligible person, as defined in (a) above, shall be
eligible for coverage under the program as of February 1,
1990, or the effective cdate for an accidental death benefit
under the retirement system of the deceased member,

" whichever is later. An eligible person shall receive a refund

for premiums paid for health insurance coverage compara-
ble to that provided under the program for the period from
the date of eligibility for coverage under this section and the
effective date of enrollment, but the refund shall not exceed
the cost of the coverage under the program. An eligible
person who is covered under Part B of the Federal Medi-
care program shall receive a refund for the amount paid for
Part B. While an application for an accidental death
benefit is pending, an eligible person enrolled in the pro-
gram may continue coverage on a direct payment basis. If
an accidental death benefit is granted, the eligible person
shall receive a refund of the payments made.

New Rule, R.1990 d.481, effective October 1, 1990.
See: 22 N.I.R. 1903(b), 22 N.I.R. 3158(c).

17:9-6.8 Premium-sharing for retired employee State
Health Benefit Coverage

(a) All State employees who accrue 25 years of service
credit in a State-administered retirement system or retire on
disability retirement after July 1, 1997, for whom there is no
majority representative for collective negotiations purposes,
shall, upon retirement, receive Medicare Part B reimburse-
ment after retirement up to a cap of $46.10 per month per
eligible employee and the employee’s spouse and be subject
to payroll deductions for Traditional Plan coverage in ad-
vance of the coverage period in accordance with standard
payroll procedures as set forth below.

(b) For employees hired before December 11, 1995, who
accrue 25 years of service credit in a State-administered
retirement system or retire on a disability retirement after
July 1, 1997 but before July 1, 2000, payroll deductions for
Traditional Plan coverage shall be determined as follows:

1. Upon retirement, retirees with a base salary of
$40,000 or more in the year of retirement shall pay the
difference between the cost of the Traditional Plan and
the average cost for NJ PLUS and participating HMOs as
determined hereinafter.

2. Upon retirement, retirees with a base salary of less
than $40,000 in the year of retirement shall pay, on a
monthly basis, one percent of the base salary but not less
than $20.00 per month.

(c) Employees hired on or after December 11, 1995 who
accrue 25 years of service credit in a State-administered
retirement system after July 1, 1997 but before July 1, 2000
or retire on a disability retirement after July 1, 1997 but
before August 1, 2000, shall upon retirement pay the differ-
ence between the cost of the Traditional Plan and the
average cost to the State for NJ PLUS and participating
HMO:s as determined hereinafter.

Next Page is 9-16.1
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(d) The average cost for NJ PLUS and participating
HMOs for each category of coverage for a rate time period
shall be determined as follows:

1. Multiply the number of retirees who elected the
category of coverage at the beginning of the rate time
period immediately preceding the current rate time peri-
od by the premium or periodic charge rate for the catego-
ry of coverage for the current rate time period for NJ
PLUS and each participating HMO.

2. Determine the total premium and periodic charges
for all retirees who elected the category of coverage by
adding the amounts determined under (d)1 above for NJ
PLUS and the participating HMOs.

3. Divide the total premium and periodic charges for
all retirees who elected the category of coverage deter-
mined under (d)2 above by the total number of retirees
who elected the category of coverage at the beginning of
the immediately preceding rate time period for NJ PLUS
and the participating HMOs.

(e) For retirees who accrue 25 years of service credit in a
State-administered retirement system on or after July 1,
2000 or retire on a disability retirement after July 1, 2000,
payroll deductions for Traditional Plan coverage shall be
determined as follows:

1. Retirees electing the Traditional Plan shall pay 25
percent of the cost of that plan’s premium as established
by the State Health Benefits Commission pursuant to
N.J.S.A. 52:14-17.32b; and

2. Retirees electing NJ PLUS, the State of New Jersey
Managed Care/Point of Service Plan, or an HMO shall
have no premium payment.

New Rule, R.1998 d.265, effective June 1, 1998.
See: 30 N.J.R. 803(a), 30 N.J.R. 2070(a).
Amended by R.2000 d.298, effective July 17, 2000.
See: 32 N.J.R. 1322(a), 32 N.J.R. 2601(b).

In (b), inserted “but before July 1, 2000,” in the introductory
paragraph; in (c), substituted “after July 1, 1997, but before July 1,
2000 or retire on a disability retirement after July 1, 1997 but before
August 1, 2000” for “or retire on a disability retirement after July 1,
1997” following “system”; and added (e).

17:9-6.9 Eligibility for State payment of retiree coverage
under P.L. 1997, ¢.330

(a) For the purposes of this section, “qualified retiree”
means a person who:

1. Is aretiree from:

i. The Police and Firemen’s Retirement System of
New Jersey (N.J.S.A. 43:16A-1 et seq.), hereinafter
referred to as PFRS;

ii. The Consolidated Police and Firemen’s Pensions
Fund (N.J.S.A. 43:16-1 et seq.), hereinafter referred to
as CPFPF; or

9-16.1

ili. The Public Employees’ Retirement System of
New Jersey (N.J.S.A. 43:15A-6 et seq.), hereinafter
referred to as PERS, from a position included in the
definition of “law enforcement officer” under section 1
of P.L. 1955, c.257 (N.J.S.A. 43:15A-97), from a PFRS
covered position that would have made the member
eligible for enrollment in the PFRS but for age, from a
position that would have been eligible for enrollment in
the PFRS had the employer joined the PFRS by refer-
endum under the provisions of N.J.S.A. 43:16A-3(2) or
from a position that is eligible for participation in
PFRS as provided in section 9 of P.L. 1989, c.204
(NJ.S.A. 43:16A-1.2);

2. Retired on a benefit based on 25 or more years of
service credit or on disability retirement under PFRS,
CPFPF, or PERS;

3. Was eligible to receive health benefits coverage at
the expense of the employer immediately preceding re-
tirement; and

4. Is not eligible for employer payment of health bene-
fits coverage after retirement, regardless of whether the
employer pays for health benefits coverage for other
retirees.

(b) Pursuant to P.L. 1997, c.330 (N.J.S.A. 52:14-17.32i et
seq.), a qualified retiree and his or her eligible dependents,
as defined in section 2 of P.L. 1961, c49 (N.JS.A.
52:14-17.26), but not survivors, are eligible to participate in
the State Health Benefits Program (SHBP) in accordance
with the laws and rules governing the program, regardless of
whether the retiree’s employer participated in the program,
and for State payment of an amount of the premium or
periodic charges for the category of coverage elected by the
qualified retiree equal to 80 percent of the premium or
periodic charges for that category of coverage under the
State managed care plan or health maintenance organiza-
tion which provides services in the 21 counties of the State
and the lower premium or periodic charges.

(c) The following persons are not eligible for benefits
under N.J.S.A. 52:14-17.32i et seq.

1. A retired State employee whose premium or period-
ic charges for health benefits under the State Health
Benefits Program are paid by the State pursuant to
section 8 of P.L. 1961, c.49 (N.J.S.A. 52:14-17.32) or
section 6 of P.L. 1996, c.8 (N.J.S.A. 52:14-17.28b);

2. A retiree of an employer other than the State for
whom the employer pays premium or periodic charges for
health benefits under the SHBP as authorized by section
7 of P.L. 1964, c.125 (N.J.S.A. 52:14-17.38) and pursuant
to a collective negotiations agreement, ordinance, or reso-
lution on July 1, 1998;

3. A retiree of an employer other than the State for
whom the employer pays premium or periodic charges for
health benefits as authorized by N.J.S.A. 40A:10-23 and
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pursuant to a collective negotiations agreement, ordi-
nance, or resolution, for the life of the retiree, on July 1,
1998;

4. A retiree of an employer other than the State for
whom the employer pays premium or periodic charges for
health benefits as authorized by N.J.S.A. 40A:10-23, and
pursuant to a collective negotiations agreement, ordi-
nance, or resolution, for a period of time less than the life
of the retiree while the employer is paying the amount of
the premium or periodic charges, on July 1, 1998;

5. A retiree otherwise eligible for State payment of
health benefits under the SHBP pursuant to N.J.S.A.
52:14-17.32i et seq. who is receiving health benefits cover-
age from an employer in connection with employment
after retirement while the retiree is receiving the cover-
age; and

6. A retiree of an employer other than the State who
would have been ineligible for State payment for health
benefits under the SHBP pursuant to N.J.S.A.
52:14-17.32i et seq. because of employer payment for
health benefits coverage after retirement for the collective
negotiations unit, the employment classification or the
category, of which the retiree was a member, under a
negotiated agreement, ordinance, or resolution on July 1,
1998, and who otherwise meets the eligibility require-
ments for the benefit as a result of a change in the
negotiated agreement, ordinance, or resolution after July
1, 1998.

(d) A qualified retiree who is ineligible for benefits under
N.J.S.A. 52:14-17.32i et seq. because of employer payment
for retiree coverage under (c)4 above or receipt of health
benefits coverage in connection with employment after re-
tirement under (c)5 above shall be eligible for the benefits
after termination of employer payment for retiree coverage
or employer coverage if the retiree applies to the SHBP for
the benefits within 60 days after the effective date of
termination of employer payment or coverage.

New Rule, R.1999 d.373, effective November 1, 1999.
See: 31 N.J.R. 2300(b), 31 N.J.R. 3524(b).
Amended by R.2000 d.495, effective December 18, 2000.
See: 32 N.J.R. 3387(a), 32 N.J.R. 4451(a).

In (a)1, rewrote iii.

17:9-6.10 Retiree prescription drug card plan
(a) The following terms, as used in this section, shall have
the following meanings:

“Brand name” means the proprietary or trade name
assigned to a drug product by the manufacturer or distribu-
tor of the drug product.

“Generic drug products” means prescription drug prod-
ucts and insulin approved and designated by the U.S. Food
and Drug Administration as therapeutic equivalents for
reference listed drug products. It includes drug products
listed in the New Jersey Generic Formulary by the Drug
Utilization Review Council pursuant to N.J.S.A. 24:6E-1 et
seq.
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“Mail-order pharmacy” means the mail order program
available through the provider.

“Preferred brands” means brand name prescription drug
products and insulin determined by the provider, to be more
cost effective alternatives for prescription drug products and
insulin with comparable therapeutic efficacy within a thera-
peutic class, as defined or recognized in the United States
Pharmacopeia or the American Hospital Formulary Service
Drug Information, or by the American Society of Health
Systems Pharmacists. A drug product for which there is no
other therapeutically equivalent drug product shall be a
preferred brand. Determinations of preferred brands by the
provider shall be subject to review and modification by the
Commission.

“Prescription drug card plan” or “card plan” means the
plan for providing payment for eligible prescription drug
expenses of retired members of the State Health Benefits
Program and their eligible dependents who participate in
the Traditional Plan or the State managed care plan (NJ
PLUS) as prescribed by this section.

“Provider” means an insurance company, hospital, medi-
cal, or health service corporation, or health maintenance
organization under agreement or contract with the Commis-
sion to administer the card plan.

“Retail pharmacy” means a pharmacy, drug store or other
retail establishment in this State at which prescription drug
products are dispensed by a registered pharmacist under the
laws of this State, or a pharmacy, drug store or other retail
establishment in another state at which prescription drug
products are dispensed by a registered pharmacist under the
laws of that state if expenses for prescription drug products
dispensed at the pharmacy, drug store or other retail estab-
lishment are eligible for payment under the card plan.

“Other brands” means prescription drug products which
are not preferred brands or generic drug products. A new
drug product approved by the U.S. Food and Drug Admin-
istration which is not a generic drug product shall be
included in this category until the provider makes a determi-
nation concerning inclusion of the drug product in the list of
preferred brands.

(b) As a pilot program for five years (from March 20,
2000 to March 20, 2005), payment for eligible prescription
drug expenses of retired members of the State Health
Benefits Program and their eligible dependents who partici-
pate in the Traditional Plan or NJ PLUS shall be provided
under the prescription drug card plan. Payment for prescrip-
tion drug expenses or the co-payments required under the
card plan shall not be made under the major medical
portion of the Traditional Plan or NJ PLUS. There shall be
no annual deductible amount that retired members or their
eligible dependents shall satisfy before eligibility for pay-
ment of prescription drug expenses under the card plan.

9-16.2



STATE HEALTH BENEFITS PROGRAM

17:9-6.10

(c) Eligibility of prescription drug expenses for coverage
under the card plan shall be determined on the same basis
as reasonable and necessary medical expenses under the
major medical portion of the Traditional Plan and NJ
PLUS.

(d) A co-payment shall be required for each prescription
drug expense until a retired member or eligible dependent
satisfied the maximum annual out-of-pocket expense for a
calendar year prescribed in (g) and (h) below. The initial
amounts of the co-payments for calendar years 2000 and
2001 shall be as follows:

Type of Drug Retail Mail-Order
Product Pharmacy Pharmacy
Generic $ 5.00 $ 5.00
Preferred Brands $10.00 $15.00
Other Brands $20.00 $25.00

(e) The supply of a drug product eligible for coverage
under the card plan for each prescription drug expense shall
be limited to 30 days if the prescription is filled at a retail
pharmacy, and 90 days if the prescription is filled through
the mail-order pharmacy.

(f) The co-payment amounts under (d) above shall be
reviewed annually and shall be increased by the rate of
increase of the average wholesale price for a one-day supply
of prescription drug products covered under the card plan
for the immediately preceding fiscal year over the second
preceding fiscal year rounded to the nearest whole dollar.
The basis for determining an increase in the amounts of co-
payments from year to year from the initial amounts shall be
the actual results of the calculations to determine the in-
creased amounts, and not the rounded amounts of co-
payments applicable for any year or years. The co-payments
shall be reviewed initially for calendar year 2002. Since there
will not be a full fiscal year of experience for fiscal year 2000
under the card plan, the experience for fiscal year 2000 shall
be annualized on an actuarial basis. The rate of increase in
the co-payment amounts for calendar years 2002 and 2003
shall not exceed seven percent.

(g) The amount of out-of-pocket expense that a retired
member or eligible dependent shall pay for a calendar year
for eligible prescription drug expenses under the card plan
shall be limited initially for calendar years 2000 and 2001 to
$300.00.
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(h) The maximum amount of annual out-of-pocket ex-
pense under (g) above shall be reviewed annually and shall
be increased by the rate of increase in the amount of
prescription drug expenses paid per member under the card
plan for the immediately preceding fiscal year over the
second preceding fiscal year rounded to the nearest whole
dollar. The maximum amount of annual out-of-pocket ex-
pense shall be reviewed initially for calendar year 2002.
Since there will not be a full fiscal year of experience for
fiscal year 2000 under the card plan, the experience for
fiscal year 2000 shall be annualized on an actuarial basis.
The rate of increase in the maximum amount of annual out-
of-pocket expense for calendar years 2002 and 2003 shall
not exceed 15 percent.

(i) Notice of increases in the amounts of the co-payments
and the maximum out-of-pocket expense shall be published
in the New Jersey Register and shall be sent to all retirees
affected by the increases.

(j) The provider administering the card plan shall comply
with NJ.A.C. 11:4-37.3(c)1 through 4, 6 and 7 in adminis-
tration of the card plan.

(k) The Commission may limit the annual increases in
the co-payments and the maximum out-of-pocket expense
for the following reasons:

1. To limit excessive annual increases which are signif-
icantly higher than the trends for the increases over the
preceding five years;

2. To maintain an appropriate spread between the
categories of co-payment amounts; or

3. To prevent undue hardship to retirees if general
economic circumstances in the State or economic circum-
stances relative to health care for retirees are such that
strict application of the formulas for the annual increases
in the co-payments or the maximum out-of-pocket ex-
pense would produce such hardship.

New Rule R.2000 d.116, effective March 20, 2000.

See: 31 N.J.R. 4235(a), 32 N.J.R. 1048(a).

Notice of increase in co-payments and maximum out-of-pocket ex-
penses, effective January 1, 2002.

See: 33 N.J.R. 3774(a).
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