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STATE AGENCY RULEMAKING
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EXECUTIVE ORDERS GOVERNOR'S OFFICE

(f) carry out all other duties set forth in Title VII Section 704 of
P.L. 102-569 '

3. !he Council shall consist of no more than 17 voting members
appoInted by the Governor. The composition of the Council shall reflect
a majority of qualified persons with disabilities representing the interest
of New Jersey's cross-disability population. The majority of the members
appointed to the Council may not be employed by any State agency or
center for independent living.

(a) A representative from the Division of Vocational Rehabilitation
Services in the Department of Labor, and a representative from the New
Jersey Commission for the Blind and Visually Impaired in the Depart­
ment of Human Services (hereinafter referred to as the "designated State
units") shall continue to serve as a officio, nonvoting members on the
Council.

(b) The Commissioners of the State departments of Human Services
Labor? ~~ucation, and the Public Advocate and/or their designees fro~
the DIVISion of Developmental Disabilities in the Department of Human
Services, the Division of Mental Health and Hospitals in the Department
of Human Services, the Division of the Deaf and Hard of Hearing in
the Department of Human Services, the Division of Special Education
In the Department of Education, and the Division of Advocacy for the
Developmentally Disabled in the Department of the Public Advocate,
shall also serve as a officio, nonvoting members on the Council.

(c) Three directors of centers for independent living (one each from
the northern, central and southern regions of the State) shall be selected
by the members of the New Jersey Directors Association of Centers for
Independent Living to serve on the Council.

(d) The Council shall also consist of:
(1) at least one parent or guardian of an individual with a disability;

and
(2) one representative of the private sector business community;
(e) The Council may also be comprised of:
(1) other representatives from centers for independent living;
(2) advocates of and for individuals with disabilities;
(3) representatives from organizations that provide services for in­

dividuals with disabilities; and
(4) other appropriate individuals.
(f) Coun~il memb.ers sha!1 serve for terms of three (3) years, except

f?r those flTSt appointed, five shall serve for a term of one (1) year,
fIve shall serve for a term of two (2) years, and the remainder shall
serve for a term of three (3) years. Council vacancies from among the
members shall be filled by appointment by the Governor for the re­
mainder of the unexpired term. No member of the Council can serve
more than. two (2) consecutive full terms. Any vacancy occurring in the
membership of the Council is to be filled in the same manner as an
origi~a! appointment and the vacancy is not to affect the power of the
remammg members to execute the duties of the Council. The Council
shall designate ~ member of the Council to serve as the Chairperson.

4. The CounCIl shall further organize itself and set its own schedule
for meetings as it deems necessary to complete its work.

5. The Council is authorized to hold such hearings and forums as the
Council may determine to be necessary to carry out the duties of the
Council.

6.. In. performing its. work, the Council shall work with other existing
~o~hes m t.he State deSigned to plan, coordinate and deliver independent
hVIng services to persons with disabilities and their families at the State,
county and local levels. The Council may draw upon the assistance of
any. departm~nt, organization or agency of the State which may be made
available to It for these purposes.

7. The Council may use such resources to reimburse members of the
Cou~cil for reasonable and necessary expenses of attending Council
meetings and performing Council duties, and to pay compensation to
a member of the Council, if such member is not employed or must forfeit
wages from other employment, for each day the member is engaged in
performing Council duties.

8. Pursuant to Title VII, Section 705(6)(e3) of P.L. 102-569, while
assisting the Council in carrying out its duties, staff and other personnel
shall not be as.signed duties by the designated State agencies or any othe
agency or office of the State, that would create a conflict of interest.

9. This Order shall take effect immediately.

EXECUTIVE ORDERS
(a)

OFFICE OF THE GOVERNOR
Governor Jim Florio
Executive Order No. 106(1993)
New Jersey Independent Living Council
Issued: October 15, 1993.
Effective: October 15, 1993.
Expiration: Indefinite.

WHEREAS, pursuant to the Rehabilitation Act of 1973, as amended
by the Rehabilitation Amendments of 1986 (hereinafter referred to as
the "Amendments of 1986"), enacted on October 21, 1986, and known
as P.L. 102-569, the State of New Jersey was mandated to establish the
New Jersey Independent Living Advisory Council in order to provide
~he necessary .g~idance for the development of a State plan to expand
Independent hVIng services for persons with disabilities Statewide; and

WHEREAS, pursuant to the Rehabilitation Act of 1973, as amended
by the Rehabilitation Amendments of 1992 (hereinafter referred to as
the "Amendments of 1992"), and known as P.L. 102-569, the State of
Ne~ Jerse~ is mandate.d to redenominate the New Jersey Independent
LIVIng AdVISOry Council to the New Jersey Independent Living Council
and to ensure that the redenominated Council shall not be established
as an entity within another State agency; and

WHEREAS, pursuant to the Rehabilitation Act of 1973 as amended
by the Amendments of 1992, in order to be eligible to receive Federal
financial assistance under Title VII, Section 704(a) of P.L. 102-569, the
State of New Jersey shall submit to the Commissioner of the Rehabilita­
tion Services Administration, U.S. Department of Education, and obtain
approval of, a State plan containing such provisions as the Commisisoner
may require, including, at a minimum, a plan that ensures the existence
of appropriate planning, financial support and coordination and other
assi.stance to. appropriately address, on a Statewide and co~prehensive
basl~, needs In the State for (a) the provision of State independent living
services, (b) the development and support of a Statewide network of
centers for independent living, and (c) working relationships between
programs providing independent living services and independent living
cent~rs, the vocational rehabilitation program established under Title I,
SectIOn 101 of P.L. 102-569, and other programs providing services for
individuals with disabilities; and

WHEREAS, with its revised name, membership, charge and
responsibilities, the New Jersey Independent Living Council should
promote a philosophy of independent living, induding a philosophy of
consumer ~on~r?l, peer support, self-help, self-determination, equal ac­
cess, and indIVidual and system advocacy, in order to maximize the
le~dership" empo~erment, independence, and productivity of individuals
With dlsablhUes mto the main stream of American society;

NOW, THEREFORE, I, JIM FLORIO, Governor of the State of New
Jersey, by virtue of the authority vested in me by the Constitution and
by the statutes of this State, do hereby ORDER and DIRECT:

1. The, New Jersey Independent Living Advisory Council is hereby
redenommated the New Jersey Independent Living Council (hereinafter
referred to as "the Council"). The Council shall be established as a
separate entity in, but not of, the New Jersey Department of Labor.

2. The Council shall:
(a) jointl~ develop and submit (in conjunction with the designated

State agencies) the State plan required in Title VII, Part A, Section 704
of P.L. 102-569;

(b) monitor, review, and evaluate the implementation of the State
plan;

(c) coordinate activities with the State Rehabilitation Advisory Council
established under Title 1, Part A, Section lOI(a)(3c) and Section 105
of P.L. 102-569, that address the needs of specific disability populations
and issues under other Federal law;

(d) ensure that all regularly scheduled meetings of the Council are
open to th~ public and that sufficient advance notice is proVided;

(e) submit to the Commissioner of the Rehabilitation Services Admin­
istration, U.S. Department of Education such periodic reports as the
Commissioner may request, and keep such records, and afford such
access to such records, as the Commissioner finds necessary to verify
such reports; and
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GOVERNOR'S OFFICE

(a)
OFFICE OF THE GOVERNOR
Governor Jim Florio
Executive Order No. 107(1993)
Designation of Commissioner of Labor to Act on

Behalf of the Governor Concerning Job Training
Partnership Act Programs

Issued: October 21, 1993.
Effective: October 21, 1993.
Expiration: Indefinite.

~HER:EAS, New Jersey's economic vitality and the standard of living
of Its resIdents depend upon a highly skilled work force and globally
competitive work places; and

WHEREAS, the State's economic development strategy relies upon
increasing the skills of our work force; and

WHEREAS, the State of New Jersey has embarked on a strategic
restructuring of its work force education and training as part of this
economic development strategy; and

WHEREAS, the New Jersey Department of Labor and the State
Employment and Training Commission have key roles to play in the
development of New Jersey's work force readiness system; and

WHEREAS, the Federal "Job Training Partnership Act" (Pub.L.
97-300,29 V.S.c. §1532, hereinafter referred to as the JTPA) establishes
a job training program that is currently a component of New Jersey's
work force readiness system; and

WHEREAS, N.J.S.A 34:15C-l et seq. creates in the Executive Branch
and in, but not of, the Department of Labor, a State Employment and
Training Commission (hereinafter referred to as the SETC) to design
and help implement a unified work force readiness system for New
Jersey, independent of any supervision or control by the department or
any other board or officer thereof; and

WHEREAS, the duties of the State Job Training Coordinating Council
p~rsuant to Section 122 of Title I of the JTPA (29 V.S.c. 1532) and
TItle III of that Act (29 V.S.c. 1651 et seq.) are assigned 10 Ihe SETC
by NJ.S.A. 34:15C-6.f.; and

WHEREAS, funding for the State Job Training Coordinating Council
is authorized by Section 202(b)(4) of the JTPA (29 V.S.c. 1602); and

WHEREAS, the execution of the Governor's responsibility under
Federal employment laws has historically been defined by Executive
Order, beginning with Executive Order No.5 (Byrne 1974) through all
subsequent gubernatorial administrations, to the present;

NOW TIfEREFORE, I, JAMES J. FLORIO, Governor of the State
of New Jersey, by virtue of the authority vested in me by the Constitution
and by the statutes of the State of New Jersey, do hereby ORDER and
DIRECT:

1. The Commissioner of Labor (hereinafter referred to as the Com­
missioner), is designated to act on behalf of the Governor in the plan­
ning, administration, coordination and oversight of programs under the
JTPA and, to the extent not inconsistent with the JTPA or State law
shall have sole authority to apply for Federal funds under the JTPA:

2. Th~ ~ommissioner shall assure that the State is in compliance with
the proVISIons of the JTPA and shall: provide for corrective actions when
neces~ary; exer.cise the authority of the Governor in resolving disputes;
establtsh plannmg and performance requirements; determine procedures
for awarding incentive funds; and carry out such other responsibilities
as specified or implied under the JTPA and its subsequent amendments.

3. The Chairman of the SETC is authorized to determine the budget
necessary to carry out the SETC's responsibilities in performing the
functions of the State Job Training Coordinating Council under the
JTPA. The annual expenditure of an amount not to exceed 20 percent
(20%) of the State's five percent (5%) administrative resources available
to the Governor under the JTPA is hereby authorized.

4. Execu.tive Order No. 22(1982), 81(1984), 113(1985), 119(1985) and
188(1988) Issued by Governor Kean are hereby rescinded.

5. This Order shall take effect immediately.

EXECVTIVE ORDERS

(b)
OFFICE OF THE GOVERNOR
Governor Jim Florio
Executive Order No. 108(1993)
Governor's Commission on Women's Health
Issued: October 20, 1993.
Effective: October 20, 1993.
Expiration: Indefinite.

WHEREAS, the health of New Jersey women is at risk for conditions
that could be detected by routine preventive care services; and

WHEREAS, the cost of these services is a major barrier to adequate
care; and
~HEREA~, a large percentage of women have never had any of the

baSIC preventive health care services, including Pap smears, clinical breast
examinations, or complete physical examinations, which if undertaken
would promote their long-term health; and

WHEREAS, poor, less educated, and minority women are more likely
to be uninsured and, thus, not receive necessary medical care; and

WHEREAS, the level of collaboration between New Jersey health care
pr<;>viders, community and corporate leaders, and consumers, as
eVIdenced by the first New Jersey Women's Health Summit held on
September 10, 1993, attests to the degree of concern that exists for
women's health issues in New Jersey; and

WHEREAS, as we enter an era of health care reform at the State
and Federal level, public and private efforts that assure universal health
insu~ance coverage for comprehensive benefits, including preventive
servIces, are essential to removing financial barriers to quality health care
for all women;

NOW, TIfEREFORE, I, JAMES J. FLORIO, Governor of the State
of New Jersey, by virtue of the authority vested in me by the Constitution
and by the Statutes of this State, do hereby ORDER and DIRECT:

1. There is hereby established a Governor's Commission on Women's
Health.

2. The Commission shall, within 12 months from the date of this
Executive Order:

a. review and assess the system of delivery of health care services to
women in New Jersey, and the costs of these services, in order to identify
the need.s of wome~ ~nd recommend ways to reduce costs and improve
the quahty and effiCiency of these services;

b. prepare and submit a report to the Governor on the status of health
care services for women in New Jersey, and make recommendations for
policies and programs that will enhance the health and well-being of
New Jersey's women, including recommended legislation or regulations.

~. The Commission shall consist of no more than 22 members ap­
pomted by the Governor. The Commission shall include the Com­
missioners of the following State departments: Community Affairs,
Education, Health, Human Services, Insurance, Labor, and Law and
Public Safety, or their designees. The remaining members shall be
appointed by the Governor and shall include representatives of the
medical, nursing, legal, education, social services and health care service
agency communities.

4. The Commission members will serve without remuneration.
5. The Commissioner of Health will convene the Commission and the

Department of Health shall provide the Commission with staff assistance.
6. The Gov~~or shall designate the chairperson and Vice Chairperson

of the CommIssIon from among the members of the Commission.
7. The Commission shall further organize itself and set its own

schedul~ for meetings as it deems necessary to complete its work.
8. This Order shall take effect immediately.
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PROPOSALS AGRICULTURE

BIOLOGICAL LICENSING

CHAPTER 6
BIOLOGICAL PRODUCTS FOR DIAGNOSTIC OR

THERAPEUTIC PURPOSES

Social Impact
The proposed new rules affect veterinarians, livestock owners and

poultrymen by protecting these individuals from the ineffective use of
vaccines, serums, antigens and diagnostic agents to determine, prevent
and treat animal disease. The risks of not promulgating these rules also
include the misuse of these biologics, which could result in the
maintenance and spread of infection in livestock, improper handling of
the biologic, misdiagnosis of disease entities and mistreatment by laymen.
In addition, the rules will protect human health by restricting exposure
to disease causing organisms.

The proposed rules do not interfere with the normal distribution
channels or labeling procedures of the manufacturer. They do, however,
require that retail outlets, other than veterinarians, must accept a
prescription from the livestock owner as a condition of sale.

Economic Impact
Diagnosis, prevention and treatment of animal diseases, to include the

proper use of veterinary biologics, prevents the illness and death of
horses, livestock and poultry, and as a consequence increases the
economic return of animal agriculture products to fanners. Healthy
animals also allow New Jersey farmers the opportunity to compete more
effectively in the national and international marketplace for the distribu­
tion and sale of animal agriculture products.

A minor degree of economic loss may occur within the animal feedstuff
and the pet-animal industry by restricting the sale of biologics. Also,
farmers may incur additional expenses related to the need for the
professional services of a veterinarian in the treatment of livestock.
However, such expenditures should help to prevent the unnecessary
illness and loss of livestock and the associated economic loss to farmers
as well as unnecessary expenditures on inappropriate and ineffective
biologics by laymen. The promulgation of these rules will help insure
that biologics are applied in a uniform and safe manner in order to
effectively control animal disease which could affect the public welfare.

Regulatory Flexibility Analysis
The restriction of the distribution or use of biologics to veterinarians

will have a minimum impact upon the fanners in this State. Most, if
not all farmers, are considered small businesses as defined by the Reg­
ulatory Flexibility Act, NJ.S.A. 52:14B-16 et seq. There are no reporting
or recordkeeping requirements created by these rules, however, there
are compliance requirements which mandate that biologics be adminis­
tered or prescribed by a veterinarian. The rules permit non-professional
individuals to acquire and use biologic products, if, in the veterinarian's
professional opinion, the product is appropriate for that herd under the
specific farm setting and practices and the individual is properly trained.
Because these rules are concerned with the control of disease and the
public welfare, no lessening of or exemption from these requirements
is provided.

Full text of the proposed new rules follows:

SUBCHAPTER 1.

2:6-1.1 Definitions
The following words and terms, when used in this chapter, shall

have the following meanings, unless the context clearly indicates
otherwise.

"Accredited veterinarian" means any licensed Doctor of Veteri­
nary Medicine who has fulfilled the requirements for Federal and
State accreditation, pursuant to 9 C.F.R. §160.1 et seq. in the State
of New Jersey.

"Biological product" or "biologic," "biological" and "biological
drug" mean any product utilizing virus (whether active or inactive)
or any molecular part thereof, bacteria or any genetic equivalent
thereof, or toxin as its basic component, or any product derived from
the serum of any other animal, in the diagnosis (diagnostic biologic)
or prevention (prophylactic biologic) or animal disease. This includes

RULE PROPOSALS
AGRICULTURE

(a)
DIVISION OF ANIMAL HEALTH
Biological Products for Diagnostic or 'rherapeutic

Purposes
Proposed New Rules: N.J.A.C. 2:6
Authorized By: State Board of Agriculture and Arthur R. Brown,

Jr., Secretary, Department of Agriculture.
Authority: N.J.S.A. 4:5-107 et seq.
Proposal Number: PRN 1993-625.

Submit written comments by December 15, 1993 to:
Ernest W. Zirkle, DVM, Director
Division of Animal Health
New Jersey Department of Agriculture
CN 330
Trenton, New Jersey 08625
Telephone (609) 292-3965

The agency proposal follows:

Summary
N.J.A.C. 2:6, Biological Products for Diagnostic or Therapeutic

Purposes, expired September 3, 1990 pursuant to the requirements and
criteria of Executive Order No. 66(1978). The Department proposes to
adopt these new rules in an effort to regulate the sale and use of
veterinary vaccines in New Jersey.

These rules do not apply to drugs or chemicals, including antibiotic
preparations.

Biologics are complex products with variable applications and effects
that have the potential for misuse. The probable results of their misuse
can maintain or spread disease, complicate the diagnostic process and
fail to provide effective disease protection.

In December 1985, the Congress of the United States amended the
Federal Virus, Serum, and Toxins Act of 1913 to include Federal control
of intrastate and export sales. Following that, Executive Order 12612
of October 26, 1987 stated in its expression of Fundamental Federalism
Principles (Sect. e) that "States uniquely possess the constitutional
authority, the resources, and the competence to discern the sentiments
of the people and to govern accordingly." Furthermore, (Sect. i) stated
that "In the absence of clear constitutional or statutory authority, the
presumption of sovereignty should rest with the individual states. Uncer­
tainties regarding legitimate authority of the national government should
be resolved against regulation at the national level." Therefore, these
rules further clarify the relationship of the State statutes to Federal law
and regulations.

These proposed new rules exempt individual registration of most
Federally licensed manufacturers or products, and limit the use or retail
distribution of all biologics, except poultry, to a veterinarian.

With the exception of dairy farmers and some breeding equine farms,
the largest group of livestock owners in New Jersey are niche farmers,
such as 4-H and FFA members and land owners with occupations which
allow for part time livestock farming. The number of owners within these
groups remains rather stable; however, individual ownership frequently
changes. Consequently, there is a constant potential for new owners who
are unfamiliar with the proper health care and management of the
livestock they own. These rules assure, to the extent possible, that these
owners receive professional guidance prior to administering biologics
with the potential to be harmful to livestock, to be ineffective or to be
a waste of time and money.

It should be pointed out that the New Jersey's Veterinary Practice
Act includes a strong client-patient relationship clause which requires
a veterinarian to have first hand knowledge of the owner's operation
hefore prescribing any medication. However, the New Jersey State Board
of Veterinary Medical Examiners has ruled that upon the request of
an animal owner a veterinarian must write a prescription. This ruling
assures that animal owners can purchase biologics from any authorized
source.
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any and all products covered by the Animal Virus, Serum, and Toxin
Act, 21 V.S.D.A. §§151 et seq., and the regulations issued pursuant
thereto, 9 c.F.R. §§101.l et seq.

"Diagnostic biologic" means a preparation of bacterial, viral or
parasitic agents, products, factions, serums, or fractions of serums
utilized to determine experience with a disease causing agent.

"Director" means the Director, Division of Animal Health, New
Jersey Department of Agriculture.

"Distribution" means the preparation, saie, barter, exchange, or
giving away of any regulated product.

"Domestic animal" means any and all animals other than humans.
"Licensed veterinarian" means a Doctor of Veterinary Medicine

licensed by the Board of Veterinary Medical Examiners, pursuant
to N.J.S.A. 45:16-1 et seq., and the rules issued pursuant thereto,
N.J.A.C. 13:44, to practice veterinary medicine, surgery, and den­
tistry in the State of New Jersey.

"Person" means any individual, corporation, institution or
partnership.

"Prophylactic biologic" means any and all vaccines or toxoids used
to initiate immunity against disease in domestic animals.

2:6-1.2 Distribution of biologics
(a) Unless otherwise stated, all United States Department of

Agriculture (V.S.D.A.) licensed biologics may be distributed and
used according to the terms of this chapter.

(b) Nothing in this rule shall prevent individual owners from
securing biologics from any USDA authorized source, by prescrip­
tion, for use on their own animals.

2:6-1.3 Use of biologic products, diagnostic biologics and
prophylactic biologics

(a) Only USDA licensed and New Jersey permitted biologic
products may be used in New Jersey in accordance with NJ.A.C
2:6-1.2.

(b) All biologic products, including diagnostic biologics, shall be
administered only by or on the order of a licensed veterinarian,
except:

1. Prophylactic biologics used to immunize poultry;
2. Brucella Abortus and contagious ecthyma vaccines shall be

administered only by accredited veterinarians; and
3. Diagnostic biologics for the following diseases are limited to

use by the New Jersey Department of Agriculture, Division of
Animal Health only, unless specific written permission is granted
by the Director, for in vitro diagnosis of:

i. Equine Infectious Anemia;
ii. Brucellosis; and
iii. Paratuberculosis (Johne's Disease).
(c) Exceptions to (b)3 above may be granted by the Director to

other government agencies who may be cooperating with the New
Jersey Department of Agriculture, or where in the opinion of the
Director, there is an emergent situation requiring immediate action.

2:6-1.4 Revocation of license or permission to distribute or use
(a) A license or permission to distribute or use any biologic

product shall be revoked by the Director when there has been a
violation of State or Federal laws or regulations, or where the public
health, welfare or safety shall warrant such revocation, subject to
notice and opportunity to be heard.

(b) Any hearing to be conducted under this section shall be so
conducted pursuant to N.J.A.C 2:1-3.4 and the Administrative
Procedure Act, NJ.S.A. 52:14B-l et seq. and the Uniform Adminis­
trative Procedure Rules, N.J.A.C 1:1.
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DIVISION OF HOUSING AND DEVELOPMENT
New Home Warranties and Builder Registration

Claims Procedure
Proposed Amendment: N.J.A.C. 5:25-5.5
Authorized By: Stephanie R. Bush, Commissioner, Department

of Community Affairs.
Authority: N.J.S.A. 46:3B-1O.
Proposal Number: PRN 1993-610.

Submit comments by December 15, 1993 to:
Michael L. Ticktin, Esq.
Chief, Legislative Analysis
Department of Community Affairs
CN 802
Trenton, NJ 08625
FAX #(609) 633-6729

The agency proposal follows:

Summary
This proposed amendment extends the inspection, bidding, hearing

and assignment of rights rules that apply in cases of builder default to
those cases in which an owner files a claim with the State New Home
Warranty Security Plan after the two-year period in which the builder
is required to warrant the home has expired.

Social Impact
Current rules ensure that only valid claims will be paid in cases of

builder default and that payment will not be in excessive amounts. The
proposed amendment would further protect the integrity of the New
Home Warranty Security Fund, thereby making sure that it will have
the resources to pay valid claims in the future, by establishing the same
safeguards in cases of claims arising after the period in which the builder
is responsible for correcting defects has ended.

Economic Impact
Protection of the integrity of the New Home Warranty Security Fund

will be beneficial to legitimate claimants, both now and in the future,
and detrimental to those who might use the current gap in the rules
to gain unfair advantage.

Regulatory Flexibility Statement
This proposed amendment concerns procedures to be followed by

owners of new homes in filing claims with the State New Home Warranty
Security Plan. It does not affect "small businesses," as defined in the
New Jersey Regulatory Flexibility Act, N.J.S.A. 52:14B-16 et seq. Thus,
a regulatory flexibility analysis is not required.

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

5:25-5.5 Claims procedure
(a)-(f) (No change.)
(g) All claims [which are] filed with the State Plan after the

expiration of the first two-year warranty period shall be filed with
and processed by the Division. All payments [occurring therein]
made by the Division on such claims shall be from the New Home
Warranty Security Fund.

1. Upon receipt of a claim, the Division shall inspect the home
for the purpose of determining if the defect is covered by the
warranty and, upon verification that the defect is covered, and upon
submission of the bids and review thereof as provided in (e)2 above,
the Director shall certify tbe amount of the award to the Treasurer,
who shall make payment from the fund.

2. The provisions of (e)2, 3 and 4 above shall apply in all cases
in which claims are filed with the State Plan after the expiration
of the first two-year warranty period.
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(a)

DIVISION OF YOUTH AND FAMILY SERVICES
Manual of Requirements for Child Care Centers
Proposed Repeal and New Rules: N.J.A.C. 10:122
Authorized By: William Waldman, Commissioner, Department

of Human Services.
Authority: N.J.S.A. 30:5B-l to 15.
Proposal Number: PRN 1993-621.

Submit comments in writing by December 15, 1993 to:
Richard Crane, Acting Chief
Bureau of Licensing
Division of Youth and Family Services
CN 717
Trenton, New Jersey 08625-0717

The agency proposal follows:

Summary
Pursuant to the State Child Care Center Licensing Law (N.J.SA.

30:5B-l to 15), amended by recent legislation (P.L. 1992, c.9S), the
authority of the Department of Human Services to license child care
centers has been extended to include centers serving six or more children
up to, but not including, 13 years of age. Previously, the Department
was authorized to license centers serving six or more children up to,
but not including, six years of age. The new law took effect on March
10, 1993. The Division of Youth and Family Services (DYFS), through
its Bureau of Licensing, administers the child care licensing program.

In expanding the scope of licensing to apply to programs serving
children up to the age of 13 years, the Division recognized the various
needs of children of different ages and developmental levels, and the
differences in the programs offered to them, and sought to differentiate
between the rules appropriate for best meeting the needs of children
in early childhood programs and those children in before- and after­
school programs. Other amendments to the law also required new rules.
The revisions to the existing rules necessitated by the legislative amend­
ments are extensive to the point that the Division proposes to repeal
the existing rules and adopt new rules, even though the rules governing
early childhood programs remain essentially unchanged.

The Division formed a Citizens Ad Hoc Advisory Committee to ensure
community participation in the development of new rules. The Advisory
Committee included directors and staff of several programs serving
school-age children; representatives from local government-sponsored
recreation and park programs serving school-age children; represen­
tatives of child care advocacy organizations, including the New Jersey
Child Care Advisory Council, the New Jersey School-Age Child Care
Coalition, and the New Jersey Association for the Education of Young
Children; and representatives from other appropriate State government
agencies. The Committee membership was carefully selected in order
to assure a broad range of viewpoints, knowledge and experience in
formulating the new licensing rules. To secure additional input, the
Division held three public meetings in May, 1993, at three regional
locations-Glassboro, Edison and Wayne. DYFS and Bureau of Licens­
ing managers also made presentations to the New Jersey Child Care
Advisory Council and a number of other State child care organizations
and conferences.

Instead of proposing amendments to the existing rules, the Division
determined that repealing the existing rules and proposing new rules
would be the best way to promote clarity and prevent confusion by the
licensees. The proposed rules have been formatted to identify easily both
types of programs and the rules that apply specifically to each program.
Each subchapter includes generic rules that apply to all centers and,
where applicable, follows with a section describing those rules that apply
only to early childhood programs. Where appropriate, a final section
describes the rules applicable only to school-age child care programs.
This school-age section contains the most significant changes to the rules,
as the nature of school-age programs differs markedly from early child­
hood programs. The following summary provides an overview of the
subchapters and highlights those new rules that reflect substantial re­
visions or additions to existing rules.

Subchapter 1. General Provisions
Subchapter 1 (N.J.A.C 10:122-1) cites the legal authority for the rules

and extends the age limit for licensing child care centers from six years
to 13 years (NJ.A.C. 10:122-1.1), as required by the amended law. In
keeping with P.L. 1992, c.9S, the Division is authorized to issue
Certificates of Life/Safety Approval, for the first time, to centers that
operate on a seasonal or short-term basis (for eight weeks or less) and
do not offer a continuous program that extends across the three-year
period of licensure (NJ.A.C. 10:122-1.1). Until now, such Certificates
have only been issued to centers operated by an aid society of a properly
organized and accredited church that began operating on or before May
16, 1984. All centers eligible for such Certificates will be required to
comply only with the physical facility, life/safety, administration and
control of medication, environmental sanitation and communicable dis­
ease reporting provisions of the manual of requirements.

This subchapter also provides the definitions of terms used throughout
the manual. The term "child care center" is defined to include programs
serving children up to 13 years of age, in keeping with the amended
law (see N.J.A.C. 10:122-1.2). The provisions for excluding programs
from the definition of a "child care center" now allow for the exclusion
of programs that offer activities for children who attend at their own
discretion on an "open door" basis, where there is no agreement, written
or implied, between the program and the parent for the program to
assume responsibility for the care of the child. Programs of specialized
activities or instruction for children that are not designed or intended
for child care purposes, including, but not limited to, Boy Scouts, Girl
Scouts, 4-H Clubs, and Junior Achievement, and single activity programs
such as athletics, art, music and dance instruction have been added to
the list of programs exempt from licensure. Pursuant to the amended
law, the exemption for foster homes, group homes and other children's
residential facilities is deleted and an exemption is added for Department
of Education programs for handicapped infants and/or preschool chil­
dren.

Definitions of "early childhood program" and "school-age child care
program" have been added to the definitions of other terms (NJ.A.C.
10:122-1.3). An "early childhood program" is defined as a supervised
group program serving six or more children under six years of age. A
"sehoul-age child care program" is defined as a supervised group pro­
gram serving six or more children under 13 years of age who are enrolled
in a public or private school, when their classes are not in session. The
term "school-age child care program" also includes programs that serve
kindergarten children before and/or after their regular school session
and pre-kindergarten children before and/or after their regular school
session, if the pre-kindergarten children attend the program for no more
than three and a half hours. Criteria for determining when programs
are excluded from the definitions of "child care center," "early childhood
program" and "school-age child care program" are clarified.

This subchapter also adresses the hours a center is permitted to
provide child care (NJ.A.C 10:122-1.4). As in the existing manual, center
hours of regular operation are limited to no more than 12 hours within
a 24-hour period for centers operating during normal waking hours and
no more than 16 hours for centers operating during normal sleeping
hours.

Subchapter 2. Licensing Procedures
Subchapter 2 (N.J.A.c. 10:122-2) outlines licensing procedures. It

describes the steps for securing a child care center license or Certificate
of Life/Safety Approval, the application process, and the licensing fees
ranging from $100.00 to $200.00, based on center size. New provisions
make a flat fee option of $100.00 (regardless of center size) available
to school-age child care programs that do not charge a fee or require
other compensation or services from parents, and to programs operating
for eight weeks or less each year that qualify for a Certificate of Life/
Safety Approval (N.J.A.C 10:122-2.1). Rules regarding issuance of
regular and temporary licenses (N.lA.C. 10:122-2.2), physical location
of a center (N.J.A.C 10:122-2.3), the criteria for denying, revoking,
suspending and refusing to renew a license (N.J.A.C. 10:122-2.4), admin­
istrative hearings (N.l.A.C 10:122-2.5), complaints (N.J.A.C. 10:122-2.6),
and public access to the Bureau's licensing records (N.JA.C. 10:122-2.7)
are also contained in this subchapter, and have not been changed from
those in the existing manual. This subchapter also clarifies procedures
for securing a Certificate of Life/Safety Approval and specifies the
provisions that these centers must meet, based on the amended law
(N.J.A.C. 10:122-2.8).
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Subcbapter 3. Center Administration
Subchapter 3 (N.J.A.C. 10:122-3) describes the administrative

responsibilities of center sponsors (NJ.A.C. 10:122-3.1), reporting re­
quirements (NJ.A.C. 10:122-3.2), and specific recordkeeping rules for
administrative, staff and children's records; insurance policies; fire drill
logs; staff training records; and other documents. The existing require­
ment for documentation of the director's daily unannounced visits to
each group of children has been deleted.

A new requirement now allows centers to keep the records for children
who are no longer enrolled at the center at either a central administrative
office or at the center (NJ.A.C. 1O:122-3.3(d)2). The existing manual
requires these records to be kept only at the center. Early childhood
programs must continue to meet the recordkeeping requirements of the
existing manual for written policies on the toilet training of children;
plans for the feeding schedules, formulas, and nutritional needs of
children under 18 months of age; and records of visits by consulting head
teachers (N.J.A.C. 1O:122-3.3(e». Records must be maintained for one
year after the staff person or the child leaves the center. This subchapter
also continues the existing requirements for centers to have com­
prehensive general liability insurance (N.J.A.C. 10:122-3.4) and their own
telephone or ready access to a telephone (NJA.C. 10:122-3.5). New
conditions for centers without their own telephone are specified. Centers
must continue to have a document providing specified information to
parents, in order to prevent child abuse/neglect (NJ.A.C. 10:122-3.6).

Subchapter 4. Statl' Requirements
Subchapter 4 (N.J.A.C. 10:122-4) describes the requirements for center

staff. General requirements for all staff continue as in the existing
manual, including: character and fitness to perform the job satisfactorily;
application and basic identification information; references; disclosures
of criminal convictions; and disclosure of previous denial, suspension,
revocation or non-renewal of a center's license (N.JA.C. 10:122-4.1).
Centers must have a sponsor and a director and must meet specific
staffing requirements regarding types and numbers of staff (N.J.A.C.
10:122-4.2). In addition, centers must have adequate staff to meet the
applicable staff/child ratio requirements. Based on center capacity, early
childhood programs are required to have one or more head teachers,
group teachers and consulting head teachers (N.J.A.C. 1O:122-4.2(b»;
and, for the first time, school-age child care programs are required to
have one or more program supervisors at each site (N.J.A.C.
1O:122-4.2(c». Charts specifying the number of head teachers, consulting
head teachers, group teachers and program supervisors required, based
on center capacity, are provided (N.J.A.C. 1O:122-4.2(b) and (c».

Staff/child ratio rules require that children be supervised by a staff
member at all times (N.J.A.C. 10:122-4.3). For children below six years
of age, the staff/child ratio requirements remain the same as in the
existing manual; for children six years of age and older, a staff/child ratio
requirement of one staff for every 18 children has been added. Minimum
numbers and ages of staff are also addressed in this section of the
subchapter. Early childhood programs must continue to meet the existing
requirements for a minimum of two staff members, at least one of whom
is 18 years of age, to be at the center and involved in the care of children
when six or more children under six years of age are present, unless
staff/child ratio requirements call for additional staff. For early childhood
programs, staff members must be at least 14 years of age to be counted
in the staff/child ratio (NJ.A.C. 10:122-4.3(k». New rules for school­
age child care programs permit one staff member to supervise up to
12 children under certain specific conditions. For school-age child care
programs, staff members must be at least 16 years of age to be counted
in the staff/child ratio (NJ.A.C. 10:122-4.3).

Staff responsibilities specified in the existing manual are continued
in this subchapter (N.lA.C. 10:122-4.4). The director must ensure: com­
pliance with the manual; supervision of staff; development and im­
plementation of policies; staff orientation and training; maintenance of
records and files; and coverage of specified staff positions during
absences. Specific responsibilities arc delineated for the sponsor, direc­
tor, head teacher, group teacher and program supervisor. The head
teacher in early childhood programs and the program supervisor in
school-age child care programs must be scheduled to work for at least
75 percent of the program's operating hours, and are responsible for
ensuring: the development and implementation of the center's child
development and activities program; and the provision of program ac­
tivities that are appropriate for the age and developmental level of the
children.

HUMAN SERVICES
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General and specific staff qualification requirements are described,
and charts listing the options available for meeting the qualification
requirements for director, head teacher, and program supervisor are
included (N.J.A.C. 10:122-4.5). Head teachers and group teachers in
early childhood programs continue to be required to have both education
and experience in the early childhood field. Staff qualification require­
ments in school-age child care programs increase based on center ca­
pacity. New rules for program supervisors in school-age child care pro­
grams require less intensive education qualifications, including training
in child care and program management. Program supervisors must have
experience with school-age children. These differences in required staff
qualifications between the two types of programs are based on the
differences in the developmental and programming needs of children
enrolled in early childhood and school-age child care programs.

Rules regarding grouping of children (N.J.A.C. 10:122-4.6) specify a
maximum group size of 20 for early childhood programs and 30 for
school-age child care programs. These limits do not apply during naps,
meals, outdoor activities and specially scheduled events.

Subchapter 4 also continues the existing rules requiring staff to be
trained in specific areas of the manual (N.J.A.C. 10:122-4.7), including:
implementing the center's discipline policy; recognizing and reporting
child abuse and neglect; supervising children; implementing health prac­
tices; evacuating the center; using the fire extinguisher and fire alarms;
implementing the center's release policy; planning and providing for age­
appropriate activities; and requiring centers to give staff members a copy
of the Information to Parents document.

Doth early childhood programs and school-age child care programs
must meet special requirements to prevent child abuse and neglect
(N.J.A.C. 10:122-4.8), such as reporting possible abuse/neglect to the
Division, and removing staff members found by the Division to pose
a risk of harm to children.

Subchapter 5. Physical Facility Requirements
Subchapter 5 (N.J.A.C. 10:122-5) describes the physical facility requirc­

ments for centers, including those required by State, county and
municipal governments (N.J.A.C. 10:122-5.1). The necessary government
approvals-Certificate of Occupancy, fire safety inspection certificate,
satisfactory health approval, and health letter for hospital-based
centers-continue to be required. In addition to the use groups appli­
cable under the Uniform Construction Code (NJA.C. 5:23) for early
childhood programs in the existing manual, school-age child care pro­
grams will be permitted the option of an A-3 or A-4 (Assembly) use
group.

School-age programs located in buildings constructed prior to January
1977 are required to obtain either a Certificate of Continued Occupancy,
as required for early childhood programs, or a valid fire safety inspection
certificate based on an inspection conducted within the preceding 12
months.

Physical plant requirements are also addressed in this subchapter
(N.J.A.C. 10:122-5.2). This section covers the equipment and procedures
necessary to ensure basic standards for indoor and outdoor maintenance,
sanitation and safety. The proposed rules continue to specify the number
of toilets and sinks required in a licensed center, but no longer require
sinks to be located in bathrooms in newly constructed buildings (sinks
may be located elsewhere, such as in classrooms). Rules governing annual
staff training in the use of fire extinguishers and evacuation procedures
have been clarified (N.J.A.C. 10:122-5.2(0».

Differential physical facility requirements for school-age and early
childhood programs have been specified. Only early childhood programs
are required to meet requirements (N.J.A.C. 1O:122-5.2(s» regarding:
protective covers for electric outlets accessible to children; insect screen­
ing for indoor spaces using natural ventilation; provision of hot tap water
not exceeding 110 degrees; lally columns padded to a height of 48 inches;
use of kitchens for children's program activities; protective barriers to
prevent children from accidentally entering kitchens and other food
preparation areas; size and safety of outdoor space; and barriers for areas
with an open drop or atrium. School-age child care programs must meet
requirements (N.J.A.C. 10:122-5.2(t» regarding: privacy of children when
using the toilet; protective padding to a height of 72 inches for lally
columns; insect screening for centers that serve food; and provision of
hot tap water not exceeding 120 degrees. The provisions for determining
the minimum square feet of usable indoor space for each child, and the
minimum number of sinks and toilets in the center, are more flexible
for school-age child care programs than for early childhood programs.

Special physical facility and monitoring requirements to prevent child
abuse and neglect are detailed in this subchapter (N.J.A.C. 10:122-5.3).
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As in the existing manual, minimum lighting levels are set and locking
of doors in rooms designated for use by children is prohibited (NJ.A.C
1O:122-5.3(a) and (h». Monitoring requirements (NJ.A.C 1O:122-5.3(c»
for school-age child care programs and most early childhood programs
include a range of options promoting maximum visibility and audibility,
from a central audio or visual monitoring system to ensuring that an
interior door is left open. Monitoring requirements for early childhood
programs located in newly constructed buildings that seek to serve 16
or more children have not been changed (N.J.A.C 1O:122-5.3(e)). Exist­
ing requirements are continued to prevent adults and children from using
the same toilet facility at the same time (N.J.A.C. 1O:122-5.3(d)I).

Subchapter 6. Program Requirements
Subchapter 6 (N.lA.C 10:122-6) describes the program requirements

for centers. As in the existing manual, centers are required to develop
and provide a variety of planned activities geared to the age and de­
velopmental level of the children served (NJ.A.C 1O:122-6.1(a) and (b».
A provision is added requiring that children riding bicycles wear helmets
(N.J.A.C. 1O:122-6.1(c», as specified in the Bicycle Helmet Law, NJ.S.A.
39:4-10.1. Early childhood programs must continue to meet specific
requirements to provide outdoor experiences and certain developmental
activities for children (N.J.A.C. 10:122-6.1(f)). School-age child care
programs (NJ.A.C 1O:122-6.1(g») are required to provide activities
geared to the interests and skill levels of the children served, op­
portunities for child involvement in activity planning, and self-selected
activities. As school-age children are generally given other opportunities
for outdoor activities at school, school-age programs are not required
to provide outdoor experiences but are required to offer a mixture of
indoor/outdoor and large muscle activities.

To meet program equipment requirements, centers must provide a
supply of age- and developmentally-appropriate program equipment,
including play equipment and appropriately sized furniture and supplies
(N.J.A.C. 10:122-6.2).

Food and nutrition requirements are also addressed in this subchapter
(N.J.A.C 10:122-6.3). General requirements for the provision, storage,
preparation and serving of food continue as in the existing manual.
Centers must advise parents of repetitive feeding problems; ensure that
no child is forced or coerced to eat; make drinking water available; make
provision for special diets; and post individualized, written diets and
feeding schedules submitted by the parents or a physician (NJ.A.C
10:122-6.3(a).

Early childhood programs must continue to have a working refrigerator
if the center operates for more than three consecutive hours (N.J.A.C
1O:122-6.3(b)1), inspect food for spoilage before serving (NJ.A.C
1O:122-6.3(b)2), and meet additional specific age-related requirements
regarding: feeding supplies, equipment and procedures; scheduling of
meals and snacks; and food groups to be included in meals and snacks
(NJ.A.C 10:122-6.3 and 6.4). School-age programs must meet additional
specific requirements regarding: refrigeration of perishable foods and
medicine (NJ.A.C. 1O:122-6.3(c)1); serving of snacks to all children
attending on an after-school basis (N.J.A.C. 1O:122-6.3(c)2); and serving
of meals on days when school is not in session (NJ.A.C 1O:122-6.3(c)3).

The rest and sleep requirements in this subchapter (N.J.A.C.
10:122-6.4) apply only to early childhood programs. These rules address
the need to provide young children with appropriate opportunities for
sleep, sanitary bedding and adequate equipment for sleep and rest.

This subchapter also requires centers to maintain a written policy on
the release of children (NJ.A.C 10:122-6.5), which must include the
names of authorized persons to whom a child may be released and
contingency plans in the event the child is not picked up. The release
policy is expanded for school-age child care programs by requiring
written authorization from the parent before a child can be released
without supervision (NJ.A.C 1O:122-6.5(b».

As in the existing manual, discipline and guidance methods used in
all centers must be positive, consistent with the age and developmental
needs of the children and lead to the child gaining the ability to maintain
self-control (N.J.A.C. 1O:122-6.6(a)). School-age child care programs are
required to permit child participation in the development of discipline
rules or to establish procedures to inform children of rules (N.J.A.C.
10:122-6.6(f)). This subchapter also describes special requirements to
prevent child abuse and neglect, and inappropriate staff behaviors to­
wards children (N.J.A.C 10:122-6.7).

Center policies and procedures to encourage and provide for parent
and community participation continue to be required (NJ.A.C.
10:122-6.8). Both early childhood and school-age programs are given a

range of options for meeting these requirements. However, school-age
child care programs may meet the requirements by only providing in­
dividual parent/staff conferences, while early childhood programs must
provide additional means of parent involvement/participation (N.J.A.C
10:122-6.8(i)1). School-age child care programs must meet an additional
requirement to advise parents of the center's policy for serving meals
and snacks on days when school is not in session (NJ.A.C
10:122-6.8(i)2).

Subchapter 7. Health Requirements
Subchapter 7 (NJ.A.C 10:122-7) describes the health requirements

for centers. Requirements for illness/communicable disease policies and
procedures remain the same as in the existing manual (NJ.A.C
10:122-7.1). Provisions permitting attendance by children and staff known
to be infected with HIV (N.J.A.C 10:122-7.2) have been changed by
removing the existing requirement excluding infected children who ex­
hibit biting, drooling or incontinence, as recommended by recent
guidelines developed by the New Jersey Department of Health.

Health and immunization requirements for children and staff continue
to apply to early childhood programs, as in the existing manual. However,
school-age child care programs are not required to obtain records of
the children's health examinations and immunizations as specified for
early childhood programs, since children must already provide these
records as a condition of school attendance. School-age child care pro­
grams are required only to obtain written verification from parents,
stating that the child is in good health and can participate in the normal
activities of the program or identifying any special health conditions or
needs that may require special accommodations (NJA.C. 10:122-7.3).
Health and immunization requirements specific to county and municipal
government recreation and park programs operating for four weeks or
less, which are specified in the existing manual, have been removed, since
the new law no longer requires short-term programs to meet these
requirements. According to the law, centers operating on a short-term
basis for eight weeks or less need only comply with the physical facility
and life/safety requirements, and requirements for the administration and
control of medication, environmental sanitation and reporting of com­
municable diseases.

Health requirements for staff members (N.J.A.C 10:122-7.4) continue
as in the existing manual, with the exception of the rule requiring a
Mantoux tuberculin test to have been obtained within one year prior
to hiring. This time limit has been deleted in the proposed new rules.
Requirements for the administration and control of prescription and non­
prescription medicines (N.J.A.C. 10:122-7.5) also remain substantially the
same as in the existing manual. However, school-age child care programs
are permitted to allow children to administer their own medication with
parental permission and under staff supervision (N.J.A.C 1O:122-7.5(d»).
The rule requiring centers choosing not to administer medication to
inform the parents of this policy at the enrollment conference is revised
to require only that parents be informed prior to enrollment (N.J.A.C.
10:122-7.5(a».

Rules regarding accidents and injuries to children (NJ.A.C.
10:122-7.6) and environmental sanitation and personal hygiene (N.J.A.C.
10:122-7.7 and 7.8) remain the same as in the existing manual, except
that specific requirements for toilet training, feeding equipment, removal
of poisonous plants, and diapering facilities and equipment will apply
only to early childhood programs (N.J.A.C 1O:122-7.7(e) and 7.8(d).
'The requirement for mats that are not stored separately to be washed
and disinfected is clarified to apply only to mats used for sleeping
(N.J.A.C 10:122-7.7(a)3;(4». The existing prohibition against smoking
has been expanded to prohibit smoking in vehicles occupied by children
(N.J.A.C 1O:122-7.7(d». The illness log requirements now apply only
to early childhood programs (N.J.A.C 10:122-7.9). Requirements for
reporting of illnesses, injuries and reportable diseases (N.J.A.C
10:122-7.10) and information to parents regarding management of com­
municable diseases (N.J.A.C. 10:122-7.11) continue as in the existing
manual.

Subchapter 8. Requirements for Centers Serving Sick Children
Subchapter 8 (N.J.A.C 10:122-8) describes the requirements for child

care centers serving sick children, including general requirements for
such centers (N.J.A.C. 10:122-8.1); admission criteria (N.J.A.C.
10:122-8.2); additional staff (N.J.A.C. 10:122-8.3); special physical
facilities (N.J.A.C. 10:122-8.4); program activities (NJ.A.C 10:122-8.5);
sanitation and infection control (NJ.A.C. 10:122-8.6); and additional
records (N.J.A.C 10:122-8.7). Staff/child ratio requirements for centers
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serving sick children are revised to include children six years of age and
older (N.JA.C. 1O:122-8.3(c)). Other rules for care of sick children
continue as in the existing manual.

Subchapter 9. Transportation Requirements
Subchapter 9 (N.J.A.C. 10:122-9) describes the transportation require­

ments for child care centers. Requirements regarding use of private
vehicles (N.l.A.C. 10:122-9.1) and vehicle definitions (N.JAC.
10:122-9.2) continue as in the existing manual. Requirements for vehicles
used by early childhood programs remain the same as in the existing
manual but have been recodified for clarity. Vehicle requirements for
school-age child care programs that transport children have been added
(N.lAC. 1O:122-9.3(b)).

Driver licensing requirements (N.JA.C. 10:122-9.4) now require that
school-age child care programs using vehicles with a capacity of 17 or
more passengers ensure that drivers possess the required commercial
driver's license (N.l.A.C. 1O:122-9.4(b)). Vehicle-related safety practices
(N.l.A.C. 10:122-9.5) are also addressed in this subchapter. Smoking is
prohibited in vehicles occupied by children (N.lAC. 10:122-9.5(1)). Early
childhood programs must continue to ensure that children are released
to an authorized person when leaving the vehicle (N.l.A.C.
1O:122-9.5(m)). School-age programs transporting 12 or more children
must have a minimum of one adult in addition to the driver in each
vehicle (N.l.A.C. 10:122-9.5(n)). Vehicle insurance rules (N.J.A.C.
10:122-9.6) remain the same as in the existing manual. Transportation
record requirements now include a requirement for school-age programs
to obtain written authorization from the parents before transporting
children (N.lA.C. 1O:122-9.7(h)). Special requirements for transporting
physically handicapped, non-ambulatory children (N.J.A.C. 10:122-9.8)
continue as in the existing manual. Special requirements for the preven­
tion of child abuse and neglect (N.l.A.C. 10:122-9.9), which require
additional staff members on vehicles for certain numbers and ages of
children, will apply only to early childhood programs.

Social Impact
The proposed rules will have a positive impact by providing, for the

first time in New Jersey, the safeguard of licensure for school-age child
care programs. Parent-consumers and children enrolled in child care
programs will have the assurance of receiving both school-age and early
childhood child care services from providers who are regulated by the
Division of Youth and Family Services, Bureau of Licensing. Providers
of child care will be required to apply for a license, subject to inspection
by the Bureau of Licensing, and required to comply with minimum
standards. In addition to licensing school-age child care programs, the
Bureau will provide these programs with technical assistance to enable
them to meet these requirements, a service the Bureau now provides
for early childhood programs. The Division estimates that as many as
1,000 school-age child care programs will be subject to licensure. The
Division now licenses more than 2,350 child care centers, with a capacity
to serve approximately 144,400 children.

Providers who offer only school-age child care programs are new to
the licensing process, and may need to modify some of their existing
management procedures and/or program offerings to qualify for
licensure. Those providers who offer both early childhood and school­
age child care programs will experience little or no social impact from
the new rules, as their early childhood programs are already licensed.
The inspection process now in place will be extended to include their
school-age programs as well.

A positive social impact will also result from the proposed changes
in the requirements for children infected with HIV (Human Immuno­
deficiency Virus). The current rules require centers to exclude such
children when they exhibit certain behaviors formerly thought to spread
HIV, including biting, drooling and incontinence or not being toilet
trained. Although this requirement was based on the best available
medical knowledge at the time the existing manual was adopted, it is
no longer necessary, since new medical research shows that these behav­
iors do not spread HIV and do not justify exclusion of a child from
group care. The proposed new rules recommend, but do not require,
that centers admit children known to be infected with HIV on the same
basis as other children. A child who exhibits certain symptoms of illness
is required to be excluded from the center, whether or not the child
has HIV. These new rules may help HIV-infected children receive
appropriate child care when they pose no risk to others in the center.

The new rule requiring children riding bicycles to wear helmets will
also have a positive social impact. This rule is necessary to comply with
recent legislation (N.l.S.A. 39:4-10.1) designed to protect children from
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head injuries. Children and parents will be more aware that helmets must
be used consistently, when riding bicycles both at the center and at home,
so that helmet use becomes a safety habit.

A positive social impact will also result from prohibiting smoking in
vehicles occupied by children. This rule expands the existing prohibition
against smoking in rooms and outside areas occupied by children, in
order to protect children from the health risk of environmental tobacco
smoke.

Economic Impact
The proposed new rules will have some economic impact on school­

age child care programs, especially those that are new to licensure.
However, the Division was careful to consider the economic impact of
each requirement and sought, wherever possible, to minimize that impact
and to provide a range of options for compliance with the new rules.

Licensed child care centers are required to pay a licensing fee every
three years, based on the center's licensed capacity (the maximum
number of children permitted at one time). The current fees range from
$100.00 to $200.00, and no increase is proposed. The annual cost ranges
from $34.00 to $67.00, and the added weekly cost per child will be only
a few cents (three cents to six cents per week). The Division has made
provisions for accommodating those school-age child care programs that
do not charge fees for services (or other forms of compensation) by
charging them a flat $100.00 licensing fee, rather than the progressive
capacity-based fee charged to other centers. Nevertheless, some
providcrs may object to these fees, particularly when care is provided
at multiple sites under the same sponsorship. Since each site receives
a separate license, the sponsor will be required to pay a licensing fee
for each site. The total cost to the sponsor could amount to hundreds
or thousands of dollars in some instances, although the cost per child
remains low.

Centers may also experience some economic impact from the new
staffing requirements for school-age child care programs. Each center
will bc required to employ a program supervisor who meets specified
qualifications for education and experience. These qualifications are
based on center capacity, so that smaller centers may use staff with less
education and experience. The Division expects that current staff in most
centers will already meet the qualifications or will be able to obtain the
necessary education or experience easily. The qualifications for program
supervisor allow for a range of experience and education options. Staff
members with only a high school diploma and no college credits can
qualify as program supervisor by documenting past experience and com­
pleting the required clock hours of training in child care and, in some
cases, program management. Such training is available Statewide at little
or no cost through community organizations and conferences, including
training programs funded by the Division, which are available to staff
of licensed centers without charge.

The new requirements for staff/child ratios and group size limits may
also have an economic impact on some school-age child care programs.
Ccnters must have one staff member for every 18 children aged six to
13 years, and must limit group size to 30 children in most cases. These
rcquirements are more lenient than those for early childhood programs,
since school-age children do not need the same degree of close
supervision as preschool children. In addition, school-age programs will
be permitted to have only one staff member present in certain circum­
stances for up to 12 children, while early childhood programs need two
staff members present for six or more children. Some centers may find
it necessary to hire additional staff to meet these requirements. However,
the requirements are necessary since research shows that limits on staff/
child ratios and group size are essential for the children's safety and
welfare.

Some physical facility requirements may also have an economic impact
on school-age child care programs. All newly licensed centers must have
35 square feet of indoor space per child, which will determine the center's
licensed capacity. The Division's experience indicates that most school­
age child care programs already meet this requirement. Centers must
also provide monitoring methods to reduce the risk of child abuse/neglect
by ensuring that children's activities are open to view. The current rules
permitting inexpensive options to meet the monitoring requirements in
some early childhood programs will be extended to all school-age child
care programs as well. These programs will be permitted to select
inexpensive monitoring methods such as leaving a door open, installing
windows or cutouts in a door, using a dutch door with the top half open,
or removing a door.
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Full text of the proposed new rules follows:

CHAPTER 122
MANUAL OF REQUIREMENTS FOR

CHILD CARE CENTERS

Full text of the proposed repeal may be found in the New Jersey
Administrative Code at N.J.A.C. 10:122.

SUBCHAPTER 1. GENERAL PROVISIONS

10:122-1.1 Legal authority
(a) This manual is promulgated pursuant to the Child Care Center

Licensing Law, N.J.S.A. 30:5B-l to 15, supplemented by P.L. 1992,
c.95.

(b) Under the laws specified in (a) above, the Department of
Human Services is authorized to:

1. License certain public and private child care centers that are
maintained for the care, development or supervision of six or more
children under 13 years of age for less than 24 hours a day;

2. Inspect and examine the physical plant or facilities and program
of a child care center and inspect all documents, records, files or
other data maintained pursuant to the above-referenced law during
the center's normal operating hours and without prior notice; and

3. Request the appropriate State and local fire, health and build­
ing officials to conduct examinations and inspections to determine
a center's compliance with State and local ordinances, codes and
regulations. The inspections shall be conducted and the results
reported to the Department within 60 days after the request.

(c) Under the laws specified in (a) above, the Department of
Human Services is authorized to issue a Certificate of Life/Safety
Approval to a center that:

1. Operates on a seasonal or short-term basis for eight weeks or
less and does not offer a continuous program that extends across
the three-year period of licensure; or

IpROPOSALS Interested Persons see Inside Front Cover HUMAN SERVICES

I Certain physical facility requirements will be reduced or eliminated ing both early childhood and school-age centers. In addition, the
,for school-age child care programs in order to minimize the economic Division's staff costs wiIl be contained somewhat by reducing the scope
iimpact. For example, bathrooms in school-age child care progra~s may of inspections for these short-term programs.
Ibe located one floor above or below the floor levels used by children. The Division will find it necessary to hire additional inspectors for
The only physical facility requirement that is stricter for school-age the increased workload generated by licensing school-age child care
programs than for early childhood programs is the requirement for programs. The Division expects to add some 800 to 1,000 school-age
padding around lally columns. Since school-age children are taller than child care programs to the 2,300 centers already licensed.
preschool children, higher padding is necessary to prevent injury.

The rules for food and nutrition will have limited economic impact Regulatory Flexibility Analysis
on school-age child care programs. When children attend after school, The proposed new rules affect child care centers, all of which fall
the center will be required to serve snacks. When children attend on within the definition of a small business, as defined in the Regulatory
days when their school is not in session, the center will be required to Flexibility Act (N.J.S.A. 52:14B-16 et seq.), and require compliance with
serve meals. In both cases, the center may choose to prepare the food comprehensive reporting, recordkeeping and other requirements as de-
on site, purchase food from a caterer, or have parents supply the food. lineated in the Summary. The cost of the requirements is discussed in
The center is required to have a refrigerator only if perishable food or the Economic Impact above. Furthermore, the manual provides differen-
medication is stored on site. The Division expects that most school-age tial requirements based on licensed capacity to assist smaller centers in
programs already meet these requirements, or wiIl be able to meet them meeting the requirements for licensure. For instance, school-age child
at little or no cost. These requirements are necessary for the children's care programs serving fewer than 16 children may hire a program
health and safe food service. supervisor with less education and experience than is required for larger

The requirements for health and sanitation will also have limited programs. Similar differential staff qualifications for early childhood
economic impact. School-age child care programs must keep a first-aid programs are specified in the current manual, and will be continued in
kit and manual at each site, and provide a supply of soap and towels the new rules. Even though additional requirements have been imposed
for handwashing. Staff members must submit documentation of a physi- on larger new centers, smaller new centers serving fewer than 16 children
cian's examination and tuberculin Mantoux test, usually obtained at the will continue to be permitted to meet less stringent physical facility
staff member's expense. The one-year time limit for Mantoux tests to requirements. The Division does not expect that centers will need to
be completed by staff before hiring has been deleted, since a single hire any professional services outside their own staff to comply with the
negative Mantoux test is a reliable indicator of the absence of tubercu- rules.
losis. School-age programs will not be required to keep records of each In addition, the Division has developed and distributed a Technical
child's immunizations and physician's examination, as these records are Assistance Handbook, which assists licensed centers in complying with
already on file at the child's school. School-age programs need only the rules. This publication, which parallels and serves as a companion
obtain a written statement from parents describing the child's health document to the licensing manual, is given to all licensed centers. It
status and any conditions that may require special accommodations. contains sample forms that can be utilized to comply with the recordkeep-
These health requirements are expected to be easily met by school-age ing requirements; useful information on professional organizations, re­

source and referral services, colleges and universities offering early
programs. . h d d d . I I

Those school-age child care programs that provide transportation may child 00 egree programs, an resource materIa s; as wei as clear-cut
experience a modest economic impact from the proposed transportation instructions, explanations, suggestions, management techniques and
requirements. Additional safety equipment may need to be purchased alternative means for complying with manual provisions. This handbook
for the vehicles used, such as a first-aid kit, fire extinguisher and reflec- will be updated to reflect the new rules and will contain materials
tors. However, most school-age programs will be permitted to continue specifically designed to assist school-age child care programs thilt are

subject to licensure for the first time.to use their existing vehicles and staff to transport children. Some centers
may need to hire staff to provide the required second staff member in
addition to the driver when transporting large groups of children. This
requirement has been designed to minimize costs and recognize that
school-age children need less supervision than preschool children.
School-age programs will need a second adult only when transporting
groups of 12 or more children. However, early childhood programs
continue to need a second adult when transporting groups of four or
seven children, depending on their ages, and need a third adult in some
circumstances.

Some economic impact may result from the new rule requiring children
to wear bicycle helmets. Centers that offer bicycling activities must either
purchase helmets or require parents to supply them. Some parents may
need to buy a helmet for their child's use at the center, but many parents
will already have one for home use and can send the same one to the
center with the child. To reduce costs, the center may choose to limit
the numbers of children using bicycles, or provide other program options
in place of bicycling activities.

A positive economic impact will result from deleting some recordkeep­
ing requirements that have been burdensome to existing centers. Centers
will no longer be required to document the director's daily unannounced
visits to each group of children; the Bureau will verify that these visits
have taken place by interviewing staff members. Centers will also no
longer be required to store records at the center for children no longer
enrolled; these records may be stored at an administrative office instead.

A positive economic impact will result from the proposed new rules
for short-term/seasonal child care centers that operate for eight weeks
or less. Until now, these centers have been required by law to be licensed,
but in practice it has been difficult and costly for these centers to meet
all the licensing requirements in such a short time. The amended licens­
ing law now permits these centers to receive a certificate of Life/Safety
Approval instead of a license, so that they will only be required to comply
with the physical facility requirements and certain health requirements
in the manual. This legislative amendment and the corresponding new
rules will reduce costs significantly for these short-term programs, includ-
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2. Was operating on or before May 16, 1984 and was exempt from
the licensing provisions because it was operated by an aid society
of a properly organized and accredited church.

(d) Centers specified in (c)l and 2 above are required to comply
only with the physical facility, life/safety, administration and control
of medication, environmental sanitation and communicable disease
reporting provisions of this manual of requirements. Centers with
Certificates of Life/Safety Approval may secure regular licenses on
a voluntary basis as long as they comply with all provisions of this
manual of requirements.

(e) To be eligible for a license, a center shall demonstrate to the
satisfaction of the Department of Human Services, or the duly
authorized agency, that the center complies with all applicable
provisions of this manual.

(f) All applicable requirements shall be met by all child care
centers, unless the rules are specified as "for early childhood pro­
grams" or "for school-age child care programs."

(g) Responsibility for ensuring that centers comply with the
provisions of the laws cited in (a) above and with provisions of this
manual is hereby delegated by the Department of Human Services
to the Division of Youth and Family Services, Bureau of Licensing.

(h) When a person intends to care for six or more children under
13 years of age, he or she shall apply for and secure from the Bureau
a license to operate a child care center. Once licensed, the center
is subject to all applicable provisions of this manual, even if the
number and/or ages of the children attending the center at a
particular time should fall outside the definition of a center, as
specified in N.J.A.C. 1O:122-1.2(a).

10:122-1.2 Definition of child care center
(a) "Child care center" or "center" means any home or facility,

by whatever name known, which is maintained for the care, develop­
ment or supervision of six or more children under 13 years of age
who attend for less than 24 hours a day. For a facility that is located
in a sponsor's home, the Bureau shall not count the children residing
in the sponsor's name in determining whether the facility is serving
the minimum number of children that would require it to be licensed
as a center.

(b) The term, child care center, shall include, but not be limited
to, day care centers; drop-in centers; night-time centers; recreation­
type centers sponsored and operated by a county or municipal
government recreation and/or park department or agency; day
nurseries; nursery and play schools; cooperative child centers;
centers for children with special needs; centers serving sick children;
infant-toddler programs; school-age child care programs; employ­
ment-related centers; centers that had been licensed by the Depart­
ment of Human Services prior to the enactment of the Child Care
Center Licensing Act of 1984; and kindergartens that are not an
integral part of a private educational institution or system offering
elementary education in grades kindergarten through sixth, seventh
or eighth.

(c) The term, child care center, shall not include the following
programs, since they do not meet the definition of a child care
center:

1. A program serving fewer than six children who are below 13
years of age;

2. A program, such as that located in a bowling alley, health spa
or other facility, in which:

i. Each child attends on a drop-in basis for no more than two
hours; and

ii. The parent of each child attending the program is in the same
building, is readily accessible at all times on an on-call basis, and
is able to resume control of the child immediately;

3. A child care program operating within a geographic area,
enclave or facility that is owned and/or operated by the Federal
government;

4. A family day care home that is registered pursuant to the
Family Day Care Provider Registration Law, NJ.S.A. 30:5B-16 et
seq.; and

5. Programs that offer activities for children who attend at their
own discretion on an "open door" basis, where there is no agree-
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ment, written or implied, between the program and the parent for
the program to assume responsibility for the care of the child.

(d) The following programs are exempt from licensure pursuant
to the laws specified in N.J.A.C. 1O:122-1.1(a):

1. Programs operated by the board of education of a local public
school district which is responsible for their implementation and
management;

2. Programs operated by, and whose employees are paid by, a
private school which is run solely for educational purposes. Such
programs shall include kindergartens, pre-kindergarten programs or
child care centers that are an integral part of a private educational
institution or system offering elementary education in grades
kindergarten through sixth, seventh or eighth;

3. Centers or special classes operated:
i. Primarily for religious instruction. To qualify for an exemption

from licensing under this provision, a center or special class must:
(1) Be an integral part of a bonafide church or religion;
(2) Serve only children who are two years of age or older;
(3) Provide a program that is composed primarily of religious

instruction in which the curriculum is related to religious themes,
stories and/or teachings; and

(4) For children under six years of age, operate and provide
religious instruction for not more than two hours on any day; or

ii. For the temporary care of children while persons responsible
for such children are attending religious services. To qualify for an
exemption from licensure under this provision, a center or special
class must:

(1) Provide care only for the children of participants in religious
services that are an integral part of a bonafide church or religion;

(2) Be arranged by and responsible to the church or religion; and
(3) Provide child care only for the duration of time the services

are in progress;
4. Programs of specialized activities or instruction for children that

are not designed or intended for child care purposes, including, but
not limited to: Boy Scouts, Girl Scouts, 4-H Clubs, and Junior
Achievement, and single activity programs, such as: athletics, gym­
nastics, hobbies, art, music, dance and craft instruction, which are
supervised by an adult, agency or institution. To qualify for an
exemption from licensing under this provision, a program must:

i. Provide activities that are supervised on a full-time basis by an
adult; and

ii. Provide only a single instruction or activity program. For chil­
dren under six years of age, such single instruction or activity pro­
grams shall be limited to not more than two hours on any day;

5. Youth camps required to be licensed under the Youth Camp
Safety Act of New Jersey, pursuant to NJ.S.A. 26:12-1 et seq. To
qualify for an exemption from licensing under this provision, a
program must have a valid and current license as a youth camp,
issued by the New Jersey Department of Health. A youth camp
sponsor who also operates a child care center shall also secure a
license from the Bureau for the center;

6. Day training centers operated by or under contract with the
Division of Developmental Disabilities within the Department of
Human Services. To qualify for an exemption from licensing under
this provision, a center must be operated and funded as a day
training center by the Division of Developmental Disabilities,
pursuant to NJ.S.A. 30:4-165.2 et seq.; and

7. Privately operated infant and preschool programs that are ap­
proved by the Department of Education to provide services ex­
clusively to local school districts for handicapped children, pursuant
to N.J.S.A. 18A:46-1 et seq.

10:122-1.3 Definitions of other terms
The following words and terms, when used in this manual, shall

have the following meanings:
"Bureau" means the Bureau of Licensing, Division of Youth and

Family Services, Department of Human Services.
"Chapter" means the rules contained in the Manual of Require­

ments for Child Care Centers, as specified in NJ.A.C. 10:122, which
reflect provisions that constitute minimum baseline requirements
below which no center that is subject to the authority of NJ.S.A.
30:5B-l to 15 is legally permitted to operate.
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"Child" means any person under 13 years of age.
"Denial of a license or a Certificate of Life/Safety Approval"

Imeans the withholding by the Bureau of an initial license or

I
Certificate of Life/Safety Approval, for which a center has applied.

"Department" means the New Jersey Department of Human
'Services.

"Director" means the on-site staff member responsible for the
daily operation and management of the center.

"Division" means the Division of Youth and Family Services,
Department of Human Services.

"Early childhood program" means a supervised group program
serving six or more children under six years of age.

"Parent" means a birth or adoptive parent, legal guardian, or any
other person having responsibility for, or custody of, a child.

"Person" means any individual, agency, corporation, company,
association, organization, society, firm, partnership, joint stock com­
pany, the State or any political subdivision thereof.

"Refusal to renew a license or a Certificate of Life/Safety Ap­
proval" means the non-issuance of a license or a Certificate of Life/
Safety Approval by the Bureau to a center after its existing license
or Certificate of Life/Safety Approval has expired.

"Regular Certificate of Life/Safety Approval" or "Regular
Certificate" means a document issued by the Bureau to a center
that is eligible for such approval, indicating that the center is in full
compliance with the provisions of this manual specified in N.J.A.C.
1O:122-1.l(c).

"Regular license" means a document issued by the Bureau to a
center indicating that the center is in full compliance with all appli­
cable provisions of this manual.

"Revocation of a license or a Certificate of Life/Safety Approval"
means a permanent removal of a center's current license or
Certificate of Life/Safety Approval to operate.

"School-age child care program" means a supervised group pro­
gram serving six or more children under 13 years of age who are
enrolled in a public or private school, when their classes are not
in session. The term, school-age child care program, may also include
programs that serve: kindergarten children before and/or after their
regular school session; and pre-kindergarten children before and/
or after their regular school session if the pre-kindergarten children
attend the program for no more than three and a half hours.

"Shall" denotes a provision of this chapter that a center must meet
to qualify for a license.

"Should" denotes a recommendation reflecting goals towards
which a center is encouraged to work.

"Sponsor" means any person owning or legally responsible for
operating a center.

"Staff member" or "staff" means any person(s) employed by or
working for or at a center on a regularly scheduled basis. This
includes full-time, part-time, voluntary, substitute, contract or con­
sulting personnel, whether compensated or not.

"Suspension of a license or a Certificate of Life/Safety Approval"
means a temporary removal of a center's current license or
Certificate of Life/Safety Approval to operate.

"Temporary Certificate of Life/Safety Approval" or "Temporary
Certificate" means a document issued by the Bureau to a center
that is eligible for such approval, indicating that the center is in
substantial compliance with the provisions of this manual specified
in N.J.A.C. 1O:122-1.l(c), provided that no serious or imminent
hazard affecting the children exists in the center.

"Temporary license" means a document issued by the Bureau to
a centcr that is in substantial compliance with the applicable
provisions of this manual, provided that no serious or imminent
hazard affecting the children exists in the center.

10:122-1.4 Hours of care
(a) Centers operating during the normal waking hours shall not

care for a child on a regular basis for more than 12 hours within
a 24-hour period.

(b) Centers operating during the normal sleeping hours shall not
care for a child on a regular basis for more than 16 hours within
a 24-hour period.

SUBCHAPTER 2. LICENSING PROCEDURES

10:122-2.1 Application for a license
(a) No person shall operate a center without first securing a

license from the Bureau. Any person who operates a center that
does not have a valid license, or who uses fraud or misrepresentation
in obtaining a license or who advertises or provides any service not
authorized by a valid license, or who violates any other provision
of the laws specified in NJ.A.C. 1O:122-1.1(a), is guilty of a crime
of the fourth degree, pursuant to N.J.S.A. 30:5B-13.

(b) A person applying for an initial license or renewal license to
operate a center shall submit a completed application form to the
Bureau at least 45 days prior to the anticipated opening of the center
or to the expiration of its existing regular license.

(c) An applicant for an initial or renewal license shall submit, with
the completed applicatiCin form, the specified licensing fee listed in
the chart below, in the form of a check or money order made payable
to the "Treasurer, State of New Jersey."

LICENSING FEES FOR CENTERS

Center's Licensed Three Year
Capacity Fee

6-15 $100.00
16-30 125.00
31-60 150.00
61-100 175.00

101 and up 200.00

(d) In lieu of the fees specified in (c) above, an applicant for
an initial or renewal license who operates a Head Start center,
pursuant to 42 U.S.c. 9381 et seq., or a school-age child care
program that does not charge a fee or require other compensation
or services from parents, shall submit with the completed application
form a $100.00 licensing fee, in the form of a check or money order
made payable to the "Treasurer, State of New Jersey."

(e) If the application is denied, or the center does not open, the
Bureau will refund the licensing fee to the applicant.

(f) The licensing fee will not be refunded once the Bureau issues
the center a license.

10:122-2.2 Issuance of a license
(a) The Bureau shall issue a regular license to a center that has

achieved full compliance with all applicable provisions of this
manual.

(b) If the Bureau determines that a center is in substantial com­
pliance with, but does not meet all, applicable provisions of this
manual, and provided that there is no serious or imminent hazard
to the health, safety, well-being and development of the children,
the Bureau shall issue a temporary license to the center and indicate
in writing the steps the center must take to secure a regular license.

(c) A temporary license may be issued for a period not to exceed
six months. The Bureau may issue as many temporary licenses as
it deems necessary. However, a center shall not operate pursuant
to temporary licenses for more than 18 months.

(d) Each licensing period, which may include the issuance of one
or more temporary licenses and/or one regular license, shall be three
years.

1. In determining the expiration date of the first regular license,
the Bureau shall compute the three-year licensing period from the
date of issuance of the first temporary or regular license.

2. In determining the expiration date of a renewal regular license,
the Bureau shall compute the three-year licensing period from the
date on which the center's previous regular license expired.

(e) The license shall be posted in a prominent location within the
center.

(f) A center shall not make claims contrary to its license, either
in advertising or in any written or verbal announcement or presenta­
tion.

(g) A facility or program caring for children shall not claim in
advertising, or in any written or verbal announcement or presenta­
tion, to be a licensed center unless it has secured a license from
the Bureau.
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(h) A center shall not claim that it is licensed by any State
department or agency other than the New Jersey Department of
Human Services, or that it is accredited by any State department.

10:122-2.3 Location of a center
(a) The license shall be issued to a specific center sponsor at a

specific location and shall not be transferable.
(b) When two or more buildings are, or will be, utilized to accom­

modate centers operated by the same sponsor, the sponsor shall
apply to the Bureau for either:

1. A separate license for each center in each building; or
2. A single license covering all the buildings that comprise a single

center, provided that:
i. The buildings are on the same or contiguous properties;
ii. The programs have the same director; and
iii. The Bureau determines that issuance of a single license would

not be detrimental to the health, safety, well-being, and development
of the children served.

(c) A center shall not be located near or adjacent to areas de­
termined by the Bureau to be hazardous to the physical health and
safety of the children.

(d) The requirements for co-location of a center within a multi­
usc building are as follows:

1. The sponsor of a center that is, or seeks to be, co-located in
a multi-use building shall indicate on its application the nature of
the co-location.

2. Prior to approving the site, the Bureau shall determine that
the multi-use site does not pose a serious risk to the health, safety
or well-being of the children.

3. The Bureau may require the center to:
i. Operate in a separate room, floor and/or section of the building;
ii. Have or use a separate entrance and/or toilet facility; and/or
iii. Meet any other physical plant, staffing, program or other

operational requirements that are deemed necessary to protect the
children from serious risk of harm stemming from the co-location.

4. The sponsor of a center that has been approved to be located
in a multi-use building shall notify the Bureau of any change in use
by other occupants of the building, as specified in NJA.C.
1O:122-3.2(a).

10:122-2.4 Denying, suspending, revoking or refusing to renew a
license

(a) The Bureau may deny, suspend, revoke or refuse to renew
a license for good cause, including, but not limited to, the following:

1. Failure or refusal to comply with all applicable provisions of
the laws specified in N.J.A.C. 1O:122-1.1(a) and of this manual;

2. Violation of the terms and conditions of a license;
3. Use of fraud or misrepresentation in obtaining a license or in

the subsequent operation of the center;
4. Refusal to furnish the Division with files, reports or records,

as required by this manual;
5. Refusal to permit an authorized representative of the Division

to gain admission to the center and/or to conduct an inspection or
investigation during the center's operating hours;

6. Any activity, policy or staff conduct that adversely affects or
presents a serious hazard to the education, health, safety, well-being
or development of a child attending a center, or that otherwise
demonstrates unfitness by a sponsor or staff member(s) to operate
a center;

7. Failure to provide developmental activities that meet the
physical, social, emotional and cognitive needs of the children served;
or

8. Failure by the sponsor to secure and maintain on file criminal
conviction disclosures, as specified in N.J.A.C. 1O:122-4.1(b) and (c).

(b) The Bureau shall provide written notice to the sponsor if it
intends to deny, suspend, revoke or refuse to renew its application
for a license. The notice shall specify the Bureau's reasons for such
action.

(c) If the Bureau suspends a center's license to prevent the
imminent risk of harm to children served by the center, the Bureau
may reinstate the suspended license upon the center's compliance
with all applicable provisions of this manual.

PROPOSALS

(d) If the Bureau denies, revokes or refuses to renew a center's
license, as specified in (a) above, the center shall be prohibited from
reapplying for licensure for one year from the date of license denial,
revocation or refusal to renew. After the one-year period has
elapsed, the center may submit to the Bureau a new application for
a license.

(e) Each license issued by the Bureau to a center is the property
of the State of New Jersey. If the Bureau suspends or revokes a
license, the center shall return the license to the Bureau immediately.

10:122-2.5 Administrative hearings
(a) If a center fails to comply with all applicable provisions of

this chapter, the Bureau shall issue a directive ordering compliance.
Prior to the Bureau's decision to deny, suspend, refuse to renew
or revoke a center's license, the Bureau shall afford the center an
opportunity to request an administrative hearing, pursuant to the
Administrative Procedure Act, N.J.S.A. 52:14B-1 et seq., and the
Uniform Administrative Procedure Rules, N.J.A.C. 1:1.

(b) As long as the Division determines that the children are not
at risk and no serious or imminent hazards exist, the Bureau may
permit a center that has requested an administrative hearing, as
specified in (a) above, to continue to operate until a final decision
is rendered as a result of the hearing.

10:122-2.6 Complaints
(a) Whenever the Bureau receives a report questioning the licens­

ing status of a program or center or alleging that a licensed center
is violating provisions of this manual, the Bureau shall ensure that
the allegation is promptly investigated to determine whether the
complaint is substantiated.

(b) After the report of the investigation has been completed, the
Bureau shall notify the sponsor in writing of the results of the
investigation, pursuant to the State Public Records Law, N.J.S.A.
47:1A-l et seq., except for any information not permitted to be
disclosed pursuant to the State Child Abuse and Neglect Law,
N.J.S.A. 9:6-8.10a.

(c) Whenever the Division, through its Bureau of Licensing, In­
stitutional Abuse Investigation Unit or District Offices, conducts
complaint investigations, the center shall cooperate with all Division
investigators.

10:122-2.7 Public access to the Bureau's licensing records
Licensing files maintained by the Bureau are public records and

shall be readily accessible for examination by any person, under the
direction and supervision of the Bureau, except when public access
to records is restricted, in accordance with the State Public Records
Law or other applicable statutes.

10:122-2.8 Procedures for securing a Certificate of Life/Safety
Approval

(a) A center that is eligible for a Certificate of Life/Safety Ap­
proval, as specified in N.J.A.C. 1O:122-1.1(c), may apply for and
secure such a Certificate from the Bureau by complying with all
provisions of N.J.A.C. 10:122-2.1 through 2.8, except for
10:122-2.1 (c) and (e); 10:122-5.1 through 5.3; and 10:122-7.5,7.7 and
7.10.

(b) The applicant shall submit to the Bureau a $100.00 fee in the
form of a check or money order made payable to the "Treasurer,
State of New Jersey," along with the completed application for a
Certificate of Life/Safety Approval.

(c) When an applicant is the sponsor of a licensed child care
center and seeks to operate a seasonal or short-term program, as
specified in N.J.A.C. 1O:122-1.1(c)1, at the same site, the applicant
shall submit an application for a Certificate of Life-Safety Approval
with no additional fee required. The sponsor shall receive both a
license and a Certificate of Life-Safety Approval.

(d) The Bureau shall review the application form and accompany­
ing materials and conduct an on-site inspection of the center to
determine whether it meets all applicable provisions of this manual
as specified in (a) above. The center is found to be in full compliance,
the Bureau shall issue a Regular Certificate of Life/Safety Approval
to the center. If the center is found to be in substantial compliance,
and provided that there is no serious or imminent hazard to the
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health, safety, well·being and development of the children, the Bu­
reau shall issue a Temporary Certificate of Life/Safety Approval.

SUBCHAPTER 3. CENTER ADMINISTRATION

10:122-3.1 Administrative responsibility
(a) The sponsor shall be legally responsible and held accountable

by the Bureau for the overall operation of the center and for
ensuring the center's compliance with all applicable provisions of
this manual.

(b) When the sponsor is an entity owned or operated by two or
more individuals, the sponsor shall designate one of those individuals
to represent the interests and act on behalf of the sponsor.

10:122-3.2 Reporting requirements
(a) The center shall notify the Bureau verbally of any of the

following changes or events by the next working day after the center
learns of their occurrence:

1. Injury or illness that results in the admittance to a hospital or
death of a child, as specified in N.lAC. 1O:122-7.1O(b);

2. Occurrence of a reportable disease, as specified in N.lA.C.
1O:122-7.1O(a);

3. Change in use by other occupants of a multi-use building in
which the center is located, as specified in N.l.A.C. 10:122-2.3(d);

4. Permanent closing of the center;
5. Damage to the premises of the center caused by fire, accident

or the elements;
6. Proposed use of emergency space including re-location or use

of rooms not approved by local municipal officials or by the Bureau,
as specified in NJ.A.C. 1O:122-5.2(q); and

7. Any conviction(s) or guilty plea(s) of the sponsor, director or
any staff member, as specified in N.l.A.C. 1O:122-4.I(b)1 and (c)2.

(b) The center shall notify the Bureau verbally, within three
working days, of any change(s) to the licensing information previous­
ly submitted to the Bureau on the completed application form,
including, but not limited to, changes in location. The center shall
notify the Bureau in writing within 30 calendar days of any such
change(s).

10:122-3.3 Center records
(a) General requirements for center records are as follows:
1. The center's records shall be open for inspection by authorized

representatives of the Bureau.
2. The center's records shall be open for inspection by authorized

representatives of the Division's Institutional Abuse Investigation
Unit (IAIU) and, provided that they may only secure information
about children under the Division's supervision, Division
caseworkers.

(b) Requirements for administrative records are as follows:
1. The administrative records specified in (b)2 and 3 below shall

be maintained by the center until the end of the current licensing
period.

2. The following records shall be maintained in files either at a
central administrative office or at the center:

i. Comprehensive general liability insurance, as specified in
N.lAC. 10:122-3.4;

ii. A record of:
(1) Monthly fire drills, as specified in N.lAC. 1O:122-5.2(m)3;

and
(2) Training sessions for staff members on the use of fire ex­

tinguishers and fire alarms and evacuation procedures, as specified
in N.lAC. 10:122-5.2(0); and

iii. If the center provides transportation:
(1) Vehicle insurance, as specified in N.l.A.C. 10:122-9.6; and
(2) Transportation records, as specified in N.l.A.C. 10:122-9.7.
3. The following records shall be maintained in files located at

the center:
i. A current manual;
ii. The building's fire safety inspection certificate, as specified in

NJAC. 1O:122-S.I(b);
iii. The center's certificate or statement of satisfactory health

approval, as specified in N.lAC. 1O:122-5.1(c);

iv. The Life/Safety and Program InspectionNiolation and Com­
plaint Investigation Summary reports from the Bureau, as well as
any letters of enforcement or other actions taken against the center,
that cover the current licensing period;

v. The documents providing information to parents, as specified
in N.J.A.C. 10:122-3.6(a) and 7.11;

vi. A record of each parent's signature attesting to the receipt
of the Information to Parents document, as specified in N.l.A.C.
1O:122-3.6(a) and (b);

vii. Documentation of the use of extermination services, if appli­
cable, as specified in NJAC. 1O:122-S.2(a)7;

viii. Signed blanket permission slips for walks and signed in­
dividual permission slips for field trips, outings or special events
involving transportation of children away from the center, as
specified in NJAC. 1O:122-6.8(d) through (f);

ix. A written policy on the disciplining of children by staff
members, as specified in N.lAC. 10:122-6.6(d);

x. A written policy on the release of children, as specified in
N.lAC. 1O:122-6.5(a);

xi. A written policy providing for the direct involvement of parents
of enrolled children in the center's operation and activities, as
specified in NJAC. 1O:122-6.8(h) and (i)l; and

xii. A written outline of the center's daily activities, as specified
in N.lAC. 1O:122-6.1(e).

(c) The requirements for staff records are as follows:
1. The staff records specified in (c)2 and 3 below shall be main­

tained by the center for one year after the staff member has stopped
working at the center.

2. The following records for the sponsor, director and all staff
members shall be maintained in files located either at a central
administrative office or at the center:

i. Applications for employment, as specified in N.J.A.C.
lO:122-4.1(b)1 and (c);

ii. References on the director and staff members, as specified in
N.JAC. 10:122-4.I(b)2;

iii. Documentation of applicable education and experience, as
specified in N.l.A.C. 1O:122-4.5(a) through (d);

iv. A record of each staff member's signature attesting to the
receipt of the policy statement on the disciplining of children by
staff members, as specified in NJ.A.C. 10:122-6.6(e);

v. A record of each staff member's signature attesting to the
receipt of the Information to Parents document, as specified in
N.JAC. 1O:122-3.6(b); and

vi. Health information for staff members, as specified in N.l.A.C.
10:122-7.4.

3. Staff attendance sheets, as specified in N.lAC. 1O:122-4.4(b)3i,
shall be maintained in files located at the center.

(d) The requirements for children's records are as follows:
1. For children currently enrolled in the center, the records for

each child, as specified in (d)3i through vi below, shall be maintained
in files located at the center.

2. For children no longer enrolled in the center, the records for
each child, as specified in (d)3i through vi below, shall be maintained
for one year in files located either at a central administrative office
or at the center.

3. The following records shall be maintained for each child by
the center:

i. A signed application for enrollment, as specified in N.l.A.C.
1O:122-6.8(a)1;

ii. Daily attendance records for children, as specified in N.lA.C.
10:122-4.4(b)3ii;

iii. Records of the occurrence of any unusual incidents involving
a child, as specified in N.lAC. 1O:122-4.8(c);

iv. For a non-custodial parent:
(I) If applicable, written authorization from the custodial parent

to allow visits by or releases to the non-custodial parent, as specified
in N.l.A.C. 1O:122-6.5(a)3; and

(2) If applicable, a court order denying access, or granting limited
access, by a non-custodial parent to his or her child, as specified
in N.lAC. 1O:122-6.S(a)3;
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v. Health information for children, as specified in N.J.A.C
10:122-7.3; and

vi. Accident and injury records, as specified in NJ.A.C
10:122-7.6(b).

(e) For early childhood programs, the following shall apply:
1. The following records shall be maintained in files located at

the center until the end of the current licensing period:
i. A written policy on the toilet training of children, if applicable,

as specified in N.J.A.C 1O:122-7.7(e)3iii; and
ii. A written plan on the feeding schedules, formulas, and nutri­

tional needs of children under 18 months of age, if served by the
center, as specified in N.J.A.C 10:122-6.3(b)3.

2. The requirements for centers using a consulting head teacher
to meet staffing requirements are as follows:

i. A record of the consulting head teacher's two monthly visits
to the center, as specified in N.J.A.C. 10:122-4.4(f)3ii, shall be
maintained in files located at the center; and

ii. The records specified in (e)2i above shall be maintained by
the center for one year after the consulting head teacher is no longer
visiting the center.

10:122-3.4 Comprehensive general liability insurance
The sponsor shall secure comprehensive general liability insurance

coverage for the center and shall maintain on file a copy of the
insurance policy.

10:122-3.5 Telephone requirements
(a) The center shall have:
1. Its own telephone; or
2. Access to a telephone located in the same building. Under this

option a person shall be available to receive incoming calls to the
center, transmit telephone messages to center personnel immediately
and make outgoing calls for the center, as necessary.

10:122-3.6 Special requirements to prevent child abuse and/or
neglect

(a) The center shall give to the parent(s) of every enrolled child
and to every staff member a written document indicating that the
center is required to:

1. Be licensed by the Bureau of Licensing, Division of Youth and
Family Services;

2. Comply with all applicable provisions of the Manual of Re­
quirements for Child Care Centers;

3. Post its license in a prominent location within the center;
4. Retain a current copy of the manual and make it available for

parents' review;
5. Indicate how parents can secure a copy of the manual from

the Bureau;
6. Make available to parents, upon request, the Bureau's Life/

Safety and Program InspectionNiolation and Complaint Investiga­
tion Summary report(s) on the center, as well as any letters of
enforcement or other actions taken against the center during the
center's current licensing period;

7. Post a listing or diagram of those rooms and/or areas that have
been approved by the Bureau for children's use;

8. Comply with the inspection/investigation functions of the
Division, including the interviewing of staff members and children;

9. Afford parents the opportunity and time to review and discuss
with the center director any questions or concerns about the policies
and procedures of the center or whether the center is in compliance
with all applicable provisions of the manual;

10. Advise parents that if they believe or suspect that the center
is violating any requirement of the manual, they may report such
alleged violations to the center sponsor or director or to the Bureau;

11. Afford parents of enrolled children an opportunity to
participate in the center's operation and activities;

12. Afford parents of enrolled children the opportunity to visit
the center at any time during the center's hours of operation to
observe its operation and program activities without having to secure
prior approval;

13. Provide parents with advance notice of any field trip, outing
or special event involving the transportation of children away from
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the center, and, for each event, secure the written consent of the
parent(s) before taking a child on such a field trip, outing or special
event;

14. Post a copy of the center's written statement of policy on the
disciplining of children by staff members in a prominent location
within the center, and make a copy of it available to parents upon
request;

15. Indicate through this document that any person who has
reasonable cause to believe that a child has been or is being sub­
jected to any form of hitting, corporal punishment, abusive language,
ridicule, or harsh, humiliating or frightening treatment, or any other
kind of child abuse, neglect or exploitation by any adult, is required
by State law to report such allegations to the Division's Office of
Child Abuse Control or any District Office immediately, and indicate
that such reports may be made anonymOUSly;

16. Indicate through this document how parents and staff
members may secure information about child abuse and/or neglect
from the Division;

17. Inform parents of the center's policy on the release of chil­
dren;

18. Inform parents of the center's policy on dispensing medica­
tion; and

19. Provide parents with a copy of the center's policy on manage­
ment of communicable diseases.

(b) The center shall comply with the requirements specified in
(a) above by:

1. Providing the document to every parent upon enrollment of
each child, and to every person upon becoming a staff member; and

2. Securing and maintaining on file a record of the parent's and
staff member's signature attesting to receipt of the document.

SUBCHAPTER 4. STAFF REQUIREMENTS

10:122-4.1 General requirements for sponsor, director, and all staff
members

(a) The sponsor, director, and every staff member shall:
1. Be of good character and reputation;
2. Be in sufficient physical, mental and emotional health to

perform his or her job duties satisfactorily; and
3. Possess skills, attributes, and characteristics conducive to and

suitable for sponsoring a center or dealing with children, as appli­
cable.

(b) Prior to hiring or utilizing a director or a staff member who
will be working at the center for at least 20 percent of the center's
weekly operating hours, the sponsor and director, respectively, shall
secure and maintain on file:

1. A signed application for employment from each individual,
indicating the applicant's name, address and telephone number;
education and work experience; and disclosure of the presence or
absence of criminal conviction(s). The employment application shall
be updated to indicate the reason for discontinuance of employment,
if applicable; and

2. Two written and/or verbal references on each individual. These
references shall be secured from former employers or other persons
who have knowledge of the individual's work experience and/or
education and who can attest to the individual's suitability to work
with children. The verbal references shall be documented in writing
by the sponsor or director.

(c) Prior to hiring or utilizing a staff member who will be working
at the center for less than 20 percent of the center's weekly operating
hours, the director shall secure and maintain on file, the applicant's:

1. Name, address and telephone number;
2. Signed statement disclosing the presence or absence of criminal

convictions; and
3. References, as specified in (b)2 above.
(d) The sponsor shall:
1. Maintain on file, regarding himself or herself, the information

specified in (c)1 and 2 above; and
2. Disclose to the Bureau, in writing, information about and

circumstances surrounding any previous denial, suspension, revoca­
tion or non-renewal of a license to own or operate a center either
by the Bureau or by the licensing agency of another state.
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TYPES OF STAFF MEMBERS REQUIRED AT SCHOOL-AGE
CHILD CARE PROGRAMS

1. At least one staff member shall be physically present in the
room or area in which children are napping and shall be able to
summon other staff members without leaving the room or area.

2. A sufficient number of staff members shall be in the facility
and readily accessible to ensure compliance with the staff/child ratios
specified in (c) above.

3. Naptime preparations shall have been completed and all chil­
dren above 12 months of age shall be resting or sleeping, while all
children 12 months of age or below shall be sleeping.

tA staff member who meets the head teacher qualifications, as specified in
NJ.A.C. 1O:122-4.5(c), may be utilized for a required group teacher.

i. As an exception to the staffing requirements in the chart above,
centers with a licensed capacity of from six to 30 children, 50 percent
or more of whom have special needs as a result of a cognitive,
socio-emotional or physical handicap or disorder, shall have a head
teacher.

(c) For school-age child care programs, the following shall apply:
1. Based on center size, the center shall have one or more pro­

gram supervisors at each site as specified in the chart below:

HUMAN SERVICES

Program
Supervisor(s)

1
2
3

Licensed
Capacity

6-180
181-360
361-540

TYPES OF STAFF MEMBERS REQUIRED AT EARLY CHILDHOOD
PROGRAMS

Licensed Head tGroup Consulting
Capacity Teacher(s) Teacher(s) Head Teacher

6·15 1 or 1 or I
16-30 I or (I and I)
31-60 I
61-120 1 and 1

121-180 1 and 2
181-240 2 and 2
241-300 2 and 3
301-360 3 and 3
361-420 3 and 4
421-480 4 and 4
481-540 4 and 5

10:122-4.3 Staff/child ratios
(a) The children shall be supervised by a staff member at all times,

including during toileting procedures and walking through hallways,
as appropriate for their ages and developmental needs.

(b) There shall be a minimum of two staff members accompanying
children on any field trip, outing or special event involving the
transportation of children away from the center, even when the
appropriate stafflchild ratios allow fewer than two staff members.

(c) The following staff/child ratios shall apply, except as specified
in (d) through (f) below:

Age Staff/Child Ratio
Under 18 months 1:4
18 months up to 21/2 years 1:7
21/2 years up to 4 years 1:10
4 up to 6 years 1:15
6 years and older 1:18

(d) The following staff/child ratios shall apply during rest or sleep,
when the criteria listed in (d)l, 2 and 3 below are met:

Age Staff/Child Ratio
Under 21/2 years 1:10
21/2 years and above 1:20

10:122-4.2 Staffing requirements
(a) Each center shall have the following staff members:
1. A sponsor, who may also serve as the director and/or as one

of the staff members specified in (a)3 below;
2. A director, who may also serve as one of the staff members

specified in (a)3 below;
3. One or more of the applicable qualified staff members, as

specified in the charts in (b) and (c) below for each program type
offered; and

4. Additional staff members, as necessary, to meet staff/child ratio
requirements, as specified in NJ.A.C. 10:122-4.3.

i. If the center offers an early childhood program and a school­
age child care program, but has fewer than six children in one of
those programs, the center shall only be required to meet the staffing
requirements of the program serving six or more children.

ii. If the center offers an early childhood program and a school­
age child care program, and has fewer than six children in both
programs, the center shall meet the staffing requirements in either
(b) or (c) below.

(b) For early childhood programs, the following shall apply:
1. Based on center size, the center shall have one or more head

teachers, group teachers, and/or consulting head teachers, as
specified in the chart below:

I

r
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(e) Failure by a sponsor, director or other staff member to comply
jwith the requirements specified in (a) through (d) above and/or any
levidence demonstrating unfitness or unsuitability to fulfill the
Iresponsibilities and duties of his or her position or to serve or deal
with children in an appropriate manner shall constitute grounds for
one or more of the following actions:

1. Removal of the sponsor, director or other staff member from
his or her position;

2. Reassignment to other duties that do not involve contact with
children;

3. Termination from the center; and/or
4. Denial, refusal to renew, suspension or revocation of the

center's license.
(f) Evidence of conviction for crimes of violence, anti-social be­

havior and/or child abuse and/or neglect shall be among those actions
that are considered in determining an individual's fitness and
suitability to serve as sponsor, director or staff member.

(g) Evidence of conviction of a crime, in itself, shall not automati­
cally preclude an individual from serving as sponsor, director or staff
member or from working in the center and shall not automatically
result in the removal or termination of a sponsor, director or staff
member. The center shall submit a written justification to the Bu­
reau, documenting why it believes that the individual should not be
precluded from working or holding a position at the center. The
Bureau, after assessing the facts on a case-by-case basis, shall make
the final determination, in keeping with the provisions of the State
Rehabilitated Convicted Offenders Act, N.J.S.A. 2A:168A-l et seq.,
which provides that a person convicted of a crime may not be
disqualified or discriminated against by a licensing authority unless
the conviction relates adversely to the occupation, trade, vocation,
profession or business for which a license is sought.

(h) Evidence of a previous denial, suspension, revocation, or non­
renewal of a license, as sepcified in (d)2 above, shall not in and
of itself result in an automatic disqualification of the prospective
sponsor or sponsor to secure a license for another or the same
center, but shall constitute grounds for the Bureau to investigate
the circumstances that led to the original negative action and to make
a determination as to whether to reject or process the new appli­
cation for a license.
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(e) The following staff/child ratios shall apply for centers serving
children, 50 percent or more of whom have special needs, as a result
of a cognitive, socia-emotional or physical handicap or disorder:

Age Staff/Child Ratio
Under 2V2 years 1:3

21/2 years of age and over
(non-ambulatory) 1:3

21/2 years of age and over
(ambulatory) 1:5

(f) Centers serving children who are sick shall comply with the
variation on staff/child ratios for sick children, as specified in
N.J.A.C. 1O:122-8.3(c).

(g) In computing the required number of staff, the center shall
apply the applicable staff/child ratios, as specified in (c) through (f)
above, to the actual number of children in attendance at the center.
The total number of staff members required for a center shaH be
the sum total of staff members required per room or area within
a large room that has been divided by partitions, furniture or other
barrier. The number of staff members per room or area within a
large divided room shall be computed by dividing the number of
children in attendance per room or area within a large divided room
at any given time by the staff/child ratio required for the age of
the children served. When this resulting figure is any fraction above
a whole number, an additional staff member shall be required.

(h) When children of mixed ages requiring different staff/child
ratios are in one room or area within a large divided room, the center
shall compute the staff/child ratios applicable for each group
separately to the nearest tenth decimal. If the resulting cumulative
figure for all age groups is any fraction above a whole number, an
additional staff member shall be required.

(i) For purposes of determining whether a required staff/child
ratio is met, only those staff members who are involved in the direct
care and supervision of children shall be counted.

(j) Staff members who are under 18 years of age shall be directly
supervised by and visible to a staff member who is 18 years of age
or older.

(k) For early childhood programs, the following shall apply:
1. A minimum of two staff members, one of whom shall be at

least 18 years of age, shall be at the center and involved in the care
of children when:

i. At least six children are present, who are below six years of
age; or

ii. Fewer than six children are present but applicable staff/child
ratios, governing children below 18 months of age and/or children
with special needs, require two staff members.

2. The following minimum ages of staff members shall apply for
purposes of computing the staff/child ratio:

i. Only staff members who are at least 14 years of age shall be
counted for the staff/child ratio; and

ii. Staff members below 16 years of age shall only be utilized when
school is not in session, or, if school is in session, only if they are
participating in a schooVwork program.

(1) For school-age child care programs, the following shall apply:
1. A minimum of two staff members, one of whom shall be at

least 18 years of age, shall be at the center and involved in the care
of children at all times, except as specified in (1)2 and 3 below.

2. A minimum of one staff member, who shall be at least 18 years
of age, shall be at the center and involved in the care of children
when all the provisions in (1)2i through iv below are met:

i. Children attend for no more than one and one half hours;
ii. No more than five children present are below six years of age;
iii. No more than 12 children are present; and
iv. An additional adult has agreed to be availablc and immediately

accessible in an emergency.
3. A minimum of one staff member, who shall be at least 18 years

of age, shall escort up to 12 children on any walk including walks
to and from their school and the center.

4. Only staff members who are at least 16 years of age shall be
counted for the staff/child ratio.

PROPOSALS

10:122-4.4 Staff responsibilities
(a) The sponsor shall:
1. Be responsible for hiring or appointing a director; and
2. Ensure that the director operates the center in compliance with

all applicable provisions of this manual.
(b) The director shall be responsible for ensuring:
1. That the center complies with all applicable provisions of this

manual;
2. The supervision of aH staff members, including:
i. Daily unannounced visits by the director or his or her designee,

on a random daily time schedule, to each group of children; and
ii. For centers with an audio or visual monitoring system, as

specified in N.J.A.C. 1O:122-5.3(c)li, observation of such a system,
on a random daily time schedule, by the director or his or her
designee;

3. The development and implementation of policies and
pf(?cedu~es for the day-to-day operation of the center, including:

I. Mamtenance of staff attendance sheets indicating daily hours
worked; and

ii. Maintenance of children's daily attendance sheets, including
the daily time of arrival and departure;

4. The orientation of staff members to the operation of the center,
including physical layout, job descriptions, and daily policies and
procedures;

5. The training of staff members, as specified in NJ.A.C.
10:122-4.7;

6. The development and maintenance on file of administrative,
staff and children's records; and

7. The establishment and maintenance of a staff member
substitute system.

(c) When the director is absent from the center for any length
of time, he or she shall designate a responsible person to assume
and carry out all responsibilities of the director, as specified in (b)
above.

(d) When the director or any head teacher or required group
teacher or required program supervisor is away from the center for
six or more weeks, the sponsor or director shaH hire and/or designate
a staff member(s) who possesses the applicable staff qualifications
for the position, as specified in NJ.A.C. 10:122-4.5, to assume the
applicable responsibilities of the position, as specified in this section.

(e) The director or his or her designee(s) shall be on the premises
at all times when the center is operating.

(f) For early childhood programs, the following shaH apply:
1. The head teacher(s) shall:
i. Ensure the development and implementation of the center's

child development and activities program for children below six years
of age;

ii. Ensure the appropriateness of program activities according to
both the age and developmental level of the child, as specified in
N.J.A.C. 1O:122-6.1(a); and

iii. Be scheduled to work for at least 75 percent of the center's
daily operating hours, or at least six hours a day, whichever is less.

2. The group teacher(s) shall:
!: Be ~esponsible for supervising a specific group(s) of children;
11. ASSIst the head teacher in implementing the center's child

development and activities program;
iii. Assist the head teacher in ensuring that the program activities

are appropriate to both the age and developmental level of the
children served, as specified in NJ.A.C. 10:122-6.1(a); and

iv. ~hen used in lieu of a head teacher for centers having a
capacity of up to 30 children, as specified in N.J.A.c. 10:122-4.2(b)1,
fulfill the responsibilities for head teacher, as specified in (f) above.

3. For centers using a consulting head teacher, the following shall
apply:

i. The consulting head teacher shall make two on-site visits to the
center per month, to conduct staff training, observe the center's
program, and ensure that the provisions specified in (f)li and ii
above are met.

ii. The center shall maintain on file a written record of the date,
purpose and nature of each visit by the consulting head teacher.

(g) For school-age child care programs, the following shall apply;
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1. The program supervisor shall:
i. Ensure the development and implementation of the center's

child development and activities program for school-age children;
ii. Ensure the appropriateness of program activities according to

the age and developmental level of the child, as specified in N.J.A.C.
1O:122-6.1(a); and

iii. Be scheduled to work for at least 75 percent of the school­
age child care program's daily operating hours, including time spent
at both the before-school and after-school programs, if the center
provides both programs.

10:122-4.5 Staff qualifications
(a) The center shall maintain on file documentation of the appli­

cable staff education and experience, as specified in (b) through (d)
below.

(b) The director shall meet the following qualification require­
ments:

1. For early childhood programs licensed to serve more than 30
children, the director shall meet the qualification requirements
specified in one of the six options set forth in the chart below for
education and experience:

OPTIONS FOR MEETING THE DIRECTOR QUALIFICATIONS

2. For early childhood programs licensed to serve 30 or fewer
children, and for school-age child care programs regardless of ca­
pacity, the director shall meet the following qualification require­
ments:

i. One of the six options specified in the chart in (b)l above; or
ii. A high school diploma or GED diploma and:

Option

A

B

C

D

E

F

Educational Credentials

Master's Degree in:
-early childhood education; or
-child development/psychology; or
-business administration; or
-any other field related to young children or
business.

Bachelor's Degree

Child Development Associate (CDA) or Group
Teacher Approval

Six college credits in:
-early childhood education; or
-child development

Six college credits in business administration/
management

High School Diploma or General Education
Development (GED) Diploma

and Experience Requirements

(N/A)

One year of managerial or supervisory experience in a child care
program, educational institution, business, or program or agency
related to children.

Two years of managerial or supervisory experience in a child care
program, educational institution, business, or program or agency
related to children.

Three years of managerial or supervisory experience in a child care
program, educational institution, business, or program or agency
related to children.

Three years of managerial or supervisory experience in a child care
program, educational institution or business, of which one year shall
be in a field related to children.

Four years of managerial or supervisory experience in a child care
program, educational institution or business, of which two years shall
be in a field related to children.

(1) Two years of managerial or supervisory experience in business
and/or recreation fields; or

(2) Two years of experience in a group program for children.
(c) For early childhood programs, the following shall apply:
1. For all centers, the head teacher or consulting head teacher

shall meet the qualification requirements specified in one of the six
options set forth in the chart below for education and experience:

OPTIONS FOR MEETING THE HEAD TEACHER QUALIFICATIONS

Option

A

B

C

D

E

F

Educational Credentials

Master's Degree in Education

Master's Degree in any field other than Educa­
tion

Bachelor's Degree in Education, Psychology,
Health Care, Nursing, or any other field related
to Child Growth and Development

Bachelor's Degree in any field other than those
listed in Option C

Teaching Certification from Department of
Education in Elementary Education, Nursery
School or Teacher of the Handicapped

Teaching Certification from Department of
Education in a field other than those listed in
Option E

and College Credits and Experience

Six credits and one year of experience

Nine credits and one year of experience

Six credits and two years of experience

Nine credits and three years of experience
OR

Six credits and four years of experience

Six credits and two years of experience

Nine credits and three years of experience
OR

Six credits and four years of experience
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i. The credits specified in the chart above shall be college credits
in early childhood education and/or child development. These credits
may be part of the bachelor's or master's degree or constitute
additional credits beyond the degree(s).

ii. For conditional approval, the center shall maintain on file
documentation of enrollment in courses leading to the credits
specified in the chart above. This conditional approval shall be valid
for a maximum of nine months, at which time the center shall obtain
and maintain on file a transcript indicating completion of these
credits.

iii. The years of experience specified in the chart above shall be
full time experience in a group program for children under six years
of age. This experience may include supervised practice teaching
and/or student teaching.

2. For centers approved either by the American Montessori Socie­
ty (AMS) as an affiliated center or by the American Montessori
International (AMI-USA) as a recognized or associated center, the
head teacher or consulting head teacher shall have:

i. One of the options specified in the chart in (c)1 above; or
ii. A Montessori Pre-Primary Credential (AMS) or a Montessori

Diploma (AMI-USA) and two years of full time experience in a
group program for children under six years of age;

3. For recreation-type centers sponsored by a county or municipal
government recreation and/or park department or agency, the head
teacher or consulting head teacher shall have:

i. One of the options specified in the chart in (c)1 above; or
ii. Certification as a Recreation Administrator or a Recreation

Supervisor from the New Jersey Department of Community Affairs,
Board of Recreation Examiners (BRE) and two years of recreation
experience; or

iii. Certification as a Recreation Professional from the National
Recreation and Park Association (NRPA) and two years of recrea­
tion experience.

4. The group teacher shall meet the following education require­
ments:

i. An associate's degree in early childhood education or child
development; or

ii. Fifteen college credits, of which a minimum of six credits shall
be in early childhood education or child development. The remaining
credits shall be from the areas of education, psychology, health care,
nursing or any other field related to child growth and development.
For conditional approval, the center shall maintain on file documen­
tation of the following:

(1) When the individual meets the experience requirement in
(c)5i below, 12 college credits in the areas in (c)4ii above and
documentation of enrollment in a course(s) leading to the remaining
three credits. This conditional approval shall be valid for a maximum
of nine months, at which time the center shall obtain and maintain
on file documentation showing that the individual has acquired the
three additional credits; or

(2) When the individual has three years of teaching experience
in a group program for children under six years of age, six college
credits in early childhood education or child development. This
conditional approval shall be valid for a maximum of two years, at
which time the center shall obtain and maintain on file, documenta­
tion showing that the individual has acquired the nine additional
credits; or

iii. A Child Development Associate (CDA) credential; or
iv. For recreation-type centers sponsored by a county or municipal

government recreation and/or park department or agency, certifica­
tion as a Recreation Technician from the NRPA, or the educational
requirements specified in (c)4i, ii or iii above;

5. The group teacher shall meet the following experience require­
ments:

i. One ycar of teaching experience in a group program for children
under six years of age, which may include supervised practice teach­
ing and/or student teaching, for those group teachers who meet the
requirements specified in (c)4i, ii or iii above; or

ii. For centers meeting the requirements in (a)4iv above, one year
of recreation experience may be substituted for the experience
specified in (a)5i above.

(d) For school-age child care programs, the following shall apply:

Training and Experience

6 hours 2 years
(in child care)

High School Diploma or General Education Develop­
ment (GED) Diploma

Educational Credentials and

REQUIREMENTS FOR PROGRAM SUPERVISOR QUALIFICATIONS

Licensed
Capacity

6-15

Requirement

A

B 16-30 High School Diploma or General Education Develop­
ment (GED) Diploma

-OR-

Certificate as a Recreation Technician from the National
Recreation and Park Association (NRPA)

-OR-

Child Development Associate (CDA) Certificate; Group
Teacher Approval; or 15 college credits in child develop­
ment, education, recreation, psychology, health care,
nursing or any other field related to child growth and
development

6 hours 3 years
(in child care)

6 hours 1 year
(in child care)

6 hours 1 year
(in child care)

-OR

15 college credits in areas not related to children 6 hours 2 years
(in child care)

C 31 or more High School Diploma or General Education Develop­
ment (GED) Diploma

-OR-

Certificate as a Recreation Technician from the National
Recreation and Park Association (NRPA)

-OR-

6 hours 4 years
(in child care) and
3 hours
(in child program management)

6 hours 2 years
(in child care) and
3 hours
(in child program management)
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Child Development Associate (CDA) Certificate; Group
Teacher Approval; or 15 college credits in child develop­
ment, education, recreation, psychology, health care,
nursing or any other field related to child growth and
development

15 college credits in areas not related to children

6 hours
(in child
3 hours
(in child

6 hours
(in child
3 hours
(in child

HUMAN SERVICES

2 years
care) and

program management)

3 years
care) and

program management)

-OR­
Associates Degree in child related field

-OR-

Associates Degree in an unrelated field

-OR-

Bureau of Licensing Head Teacher Approval

-OR-

Bachelor's Degree in a child related field

-OR-

Certificate as a Recreation Administrator, Recreation
Supervisor or Recreation Professional

-OR-

6 hours 2 years
(in child care) and
3 hours
(in child program management)

6 hours 2 years
(in child care) and

3 hours
(in child program management)

3 hours 1 year
(in child program management)

3 hours 1 year
(in child program management)

Bachelor's Degree in an unrelated field 6 hours
(in child
3 hours
(in child

1 year
care) and

program management)

1. The training specified in the chart above shall:
i. Be clock hours of training;
ii. Be completed within nine months of Bureau of Licensing

approval as program supervisor;
ii. Be in areas related to the ages of the children in care; and
iv. Meet the requirements specified in (d)2 and 3 below.
2. Child care training shall include at least two of the following:
i. Child growth and development;
ii. Positive guidance and discipline;
iii. Nutrition and good eating habits;
iv. Family involvement and communication with families;
v. Program planning and development;
vi. Creating a classroom environment;
vii. Health and safety procedures including recognition of illness

and disease and training in basic infection control techniques; and
viii. Physical education or recreational activities for children.
3. Program management training shall include at least two of the

following:
i. Program activity planning and development;
ii. Family involvement and communication with families;
iii. Availability of community services; and
iv. Personnel responsibilities and procedures.
4. The experience specified in the chart above shall be obtained

in a group program for school-age children.

10:122-4.6 Grouping of children
(a) A group shall consist of the number of children:
1. Occupying an individual room or occupying a specific area

within a large room. The area shall be defined by a visible barrier,
partition or any other room divider or separation having a height
above the eye level of the children who will use that area; or

2. Engaged together in a particular activity at any given time,
regardless of whether the room or area within a large room is divided
or partitioned.

(b) For early childhood programs, the following shall apply:
1. Each group shall be limited to a maximum of 20 children except

during meals, naptime, outdoor activities, specially scheduled events
(for example, parties, community speakers, films, etc.), and daily
information sharing sessions (for example, "circle time"), which shall
not exceed 15 minutes in duration.

2. For children under 2V2 years of age, in addition to (a) and (b)1
above, a particular staff member shall be assigned to a specific group
of children, in accordance with applicable staff/child ratios, as
specified in N.J.A.C. 10:122-4.3.

(c) For school-age child care programs, the following shall apply:
1. Each group shall be limited to a maximum of 30 children except

during meals, outdoor activities and specially scheduled events.

10:122-4.7 Staff training and development
(a) The director shall ensure that all staff members are trained

in the following:
1. Understanding center operations, policies and procedures, as

specified in N.J.A.C. 10:122-4.4(b)3;
2. Implementing the center's statement of policy on the disciplin­

ing of children, as specified in N.J.A.C. 10:122-6.6;
3. Recognizing and reporting child abuse/neglect, as specified in

N.J.A.C. 10:122-4.8;
4. Supervising all children, as specified in N.J.A.C. 1O:122-4.3(a);
5. Implementing health practices, as specified in N.J.A.C.

10:122-7.1 through 7.11;
6. Evacuating the center, as specified in NJ.A.C. 1O:122-5.2(k)1;
7. Using the fire extinguisher and fire alarms, as specified in

N.J.A.C. 10:122-5.2(0);
8. Implementing the center's release policy, as specified in

N.J.A.C. 10:122-6.5; and
9. Planning for and providing age appropriate activities, as

specified in N.J.A.C. 10:122-6.1.
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SUBCHAPTER 5. PHYSICAL FACILITY REQUIREMENTS

10:122-5.1 State, county and municipal government physical facility
requirements

(a) A person seeking a license or a Certificate of Life/Safety
Approval to operate a center shall comply with all applicable
provisions of the New Jersey Uniform Construction Code, as
specified in N.J.A.C. 5:23 and hereinafter referred to as the NJUCC.

1. For newly constructed buildings, for existing buildings whose
construction code use group classification would change from that
which it had been, or for existing buildings that require major
alteration or renovation, the ccnter shall obtain a Certificate of

10:122-4.8 Special requirements to prevent child abuse and/or
neglect

(a) The sponsor, director or any staff member shall verbally notify
the Division's Office of Child Abuse Control or District Office
immediately whenever there is reasonable cause to believe that a
child has been subjected to abuse and/or neglect by a staff
member(s), or any other adult, pursuant to the Child Abuse and
Neglect Law (see N.J.S.A. 9:6-8.9, 8.10, 8.13 and 8.14).

(b) For centers serving children under the Division's supervision,
the sponsor, director or any staff member shall report any suspected
abuse or neglect of the child by his or her parent(s) or other family
members to the Division caseworker assigned to the family.

(c) In addition to the reporting requirements specified in (a)
above, the sponsor, director or any staff member shall advise the
parent(s) of the occurrence of any unusual incident(s) that occurred
at the center and that might indicate possible abuse and/or neglect
involving the child. Such notification shall be made on the same day
on which the incident occurred. Such incidents may include, but are
not limited to, unusual sexual activity; violent or destructive behavior;
withdrawal or passivity; or significant change(s) in the child's
personality, behavior or habits. The center shall maintain on file a
record of such incidents and documentation that parents have been
informed of them.

(d) The Division, during the course of investigating an allegation
of child abuse and/or neglect, may determine that corrective action
is necessary to protect the children whenever:

1. The sponsor, director or staff member has been found by the
Division's Institutional Abuse Investigation Unit (IAIU) to pose a
risk of harm to children; and/or

2. The sponsor, director or staff member has committed an act
of child abuse and/or neglect, as substantiated by the IAIU; and/
or

3. The sponsor, director or staff member has been convicted of
such acts.

(e) Whenever the Division makes a determination that corrective
action is necessary to protect the children, the sponsor shall carry
out the Division's recommendation for corrective action. Such cor­
rective action may include, but not be limited to:

1. Removal or suspension of the affected sponsor, director or staff
member(s) from the center or reassignment to other duties that do
not involve contact with the children; or

2. When the sponsor, director or staff member resides at the
facility where the center is located, removal of the affected employee
from the premises for a period of time extending from one hour
prior to the arrival of the children until one hour after the children
have left.

(f) Such suspension, removal or reassignment, as specified in (e)l
and 2 above, shall remain in effect until the results of the Division's
investigation have been determined, and a final decision in the
matter has been rendered by the Bureau.

(g) Substantiation of the child abuse and/or neglect allegation by
the Division's IAIU shall not, in itself, automatically result in the
termination of the accused sponsor, director or staff member(s) from
his or her position in the center, but shall constitute grounds for
possible termination if the person's continued employment at the
center would place the children at risk. Such determination shall
be made by the Bureau after considering information provided by
the sponsor, the affected staff member(s), the IAIU and law enforce­
ment authorities, as applicable and available.

HUMAN SERVICES
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Occupancy (CO) issued by the municipality in which it is located,
reflecting the center's compliance with the provisions of the NJUCC,
and submit a copy of the CO to the Bureau, for one of the following
use group classifications:

i. E (Educational) for buildings accommodating children 21n years
of age and/or older and having a total occupancy of 50 or more
children;

ii. B (Business) for buildings accommodating children 21/2 years
of age and/or older having a total occupancy of more than five and
fewer than 50 children;

iii. 1-2 (Institutional) for buildings accommodating six or more
children less than 2V2 years of age; or

iv. A-3 or A-4 (Assembly) or one of the use group classifications
specified in (a)li, ii, or iii above for buildings accommodating school­
age children only.

2. Plan reviews for centers to be located in newly constructed
buildings shall be submitted as follows:

i. In addition to submitting preliminary and final architectural
drawings to the local construction official, a sponsor that plans to
construct a new or renovate an existing building for use as a center
shall submit preliminary and/or final architectural drawings to the
Bureau for review and approval prior to beginning construction.

ii. The sponsor shall submit to the Bureau revised final architec­
tural drawings containing all Bureau-required items listed in the plan
review, if any, and secure final approval from the Bureau prior to
beginning construction.

3. For buildings constructed after the adoption of the NJUCC
(1977), whose construction code use group classification is already
E, B, 1-2, A-3 or A-4 and that have not had major alterations or
renovations since receipt of the CO, the center shall obtain the CO
issued by the municipality in which it is located at the time the
building was originally constructed or approved for use in the
NJUCC's E, B, 1-2, A-3 or A-4 use group classification. The center
shall submit a copy of the building's CO to the Bureau.

4. For existing buildings whose use prior to the adoption of the
NJUCC (before 1977) was and continues to be for a center and
that have not had major alterations or renovations, the center shall
obtain a Certificate of Continued Occupancy (CCO), or a letter to
this effect, issued by the municipality in which it is located, reflecting
the building's compliance with provisions of the municipality's con­
struction code requirements that were in effect at the time it was
originally constructed or converted for use as a center. The center
shall submit a copy of the building's CCO to the Bureau.

5. For school-age child care programs located in buildings con­
structed prior to January 1977 that do not have a valid CO or CCO,
thc center shall obtain a valid fire safety inspection certificate issued
by the municipality in which it is located, based on a fire inspection
conducted within the preceding 12 months, and submit a copy of
the certificate to the Bureau.

6. The center shall obtain a new CO issued by the local municipali­
ty in which the center is located, and submit a copy to the Bureau,
reflecting the building's compliance with provisions of the applicable
NJUCC use group classification, whenever the center:

i. Changes the building's use group classification to one other than
the one prescribed on its original CO;

ii. Makes a major alteration or renovation, as defined by the
NJUCC, of the building or premises in which the center is located;

iii. Increases the floor area or the number of stories to the
building or premises in which the center is located; or

iv. Relocates to another site.
7. Whenever a municipality grants to a center a written varia­

tion(s) from any of the requirements of the NJUCC, the Bureau
may accept such variation(s) as meeting the applicable require­
mentes) of this manual.

i. If the Bureau does not accept the variation, the non-acceptance
shall be based on the best interests of the children in the center,
and shall include consideration for their health and safety.

ii. If the center disagrees with the Bureau, the center may seek
a hearing in accordance with NJ.A.C. 10:122-2.5(a) and the
provisions of the Administrative Procedure Act, N.J.S.A. 52:14B-l,
as implemented by the Uniform Administrative Procedure Rules,
NJ.A.C. 1:1.
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(b) An applicant seeking a license or a Certificate of Life/Safety
Approval to operate a center shall comply with all applicable
provisions of the New Jersey Uniform Fire Code, as specified in
N.J.A.C. 5:18, 5:18A and 5:18B and hereinafter referred to as the
NJUFC. The center shall obtain the building's fire safety inspection
certificate issued by the municipality in which it is located, based
on a fire inspection conducted within the preceding 12 months,
reflecting the center's compliance with all applicable provisions of
the NJUFC. The center shall maintain on file the building's fire
safety inspection certificate.

(c) The center shall comply with all applicable provisions of the
State Sanitary Code, as specified in N.J.A.C. 8:24. The center shall
obtain a certificate or statement of satisfactory health approval issued
by the applicable municipal, county or State health agency, based
on a health inspection conducted within the preceding 12 months,
certifying that the center complies with all applicable provisions of
local, county and State health codes and poses no health hazard to
the children served. The center shall maintain on file the certificate
or statement of satisfactory health approval.

(d) An applicant seeking the renewal of a license or of a
Certificate of Life/Safety Approval to continue operating a center
shall obtain and maintain on file a fire safety inspection certificate
for the building based on a fire inspection conducted within the
preceding 12 months, and a certificate or statement of satisfactory
health approval for the center based on a health inspection con­
ducted within the preceding 12 months.

(e) A center that qualifies for a Certificate of Life/Safety Approval
shall meet the provisions of N.J.A.C. 10:122-2 and 5.

(f) A center that plans to locate or is already located in a hospital
or other health care facility, as defined in the Health Care Facilities
Planning Act, N.J.S.A. 26:2H-l et seq., shall obtain a letter from
the Department of Health indicating that department's approval.
The center shall submit a copy of the approval letter to the Bureau.

10:122-5.2 Physical plant requirements
(a) Indoor maintenance and sanitation requirements are as

follows:
1. The center shall be free of moisture resulting from water leaks

or seepage.
2. Floors, carpeting, walls, window coverings, ceilings, and other

surfaces shall be kept clean and in good repair.
3. Stairways shall be free of tripping hazards, such as toys, boxes,

loose steps, uneven treads, torn carpeting, raised strips, or uneven
risers.

4. Carpeting shall be securely fastened to the floor.
5. Garbage receptacles shall be:
i. Made of durable, leakproof and nonabsorbent materials;
ii. Covered in a secure manner;
iii. Emptied to the outdoor garbage receptacle when filled; and
iv. Maintained in a sanitary manner.
6. Food waste receptacles shall be lined and maintained in clean

and sanitary condition.
7. The center shall be free of rodent or insect infestation and shall

take immediate action to remove any infestation that may occur.
The center shall maintain on file a record documenting the use of
extermination services.

8. Toilets, wash basins, kitchen sinks, and other plumbing shall
be maintained in good operating and sanitary condition.

9. All corrosive agents, insecticides, bleaches, detergents, polishes,
any products under pressure in an aerosol spray can, and any toxic
substance shall be stored in a locked cabinet or in an enclosure
located in an area not accessible to the children.

10. All windows and other glass surfaces that are not made of
safety glass and that are located within 36 inches above the floor
shall have protective guards.

11. Ventilation outlets shall be clean and free from obstructions,
and filters shall be replaced when saturated.

12. Walls shall be painted or otherwise covered whenever there
is evidence of:

i. Excessive peeling or chipped paint; or
ii. Heavily soiled conditions.
13. All shelving shall be secured and not overloaded.

(b) Outdoor maintenance and sanitation requirements are as
follows:

1. The building, land, walkways, and outdoor play area shall be
free from hazards to the health, safety or well-being of the children.

2. The outdoor play area shall be graded or provided with drains
to dispose of surface water.

3. The building structure shall be maintained to prevent:
i. Water from entering;
ii. Excessive drafts or heat loss; and
iii. Infestation from rodents and insects.
4. The railings of balconies, landings, porches, or steps shall be

maintained in safe condition.
5. Garbage receptacles shall be:
i. Made of durable, leakproof and nonabsorbent materials;
ii. Covered in a secure manner and located in an outdoor area;

and
iii. Maintained in a sanitary manner.
6. Centers that provide outdoor space shall maintain in proper

condition all fencing or other natural or man-made barriers or
enclosures.

(c) Lighting requirements are as follows:
1. All fluorescent tubes and incandescent light bulbs shall have

protective covers or shields.
2. During program activities, at least 20 foot-candles of natural

or artificial light shall be provided in all rooms used by the children.
This illumination shall be measured three feet above the floor at
the farthest point from the light source.

3. Parking areas, pedestrian walkways, or other exterior portions
of the premises subject to use by center occupants at night shall
be illuminated to provide safe entrance to and egress from the
center.

(d) Heating requirements are as follows:
1. A minimum temperature of 68 degrees Fahrenheit shall be

maintained in all rooms used by the children.
2. Steam and hot water pipes, radiators, and electrical space

heaters shall be protected by screens, guards, insulation or any other
suitable, non-combustible protective device.

3. The center shall not use portable liquid fuel-burning or wood­
burning heating appliances.

(e) All floor and window fans that are accessible to the children
shall have a grille, screen, mesh or other protective covering.

(f) Toilet facility requirements are as follows:
1. For centers that began operating or changed their use group

on or after September 21, 1987, the number of toilets and sinks
required shall be determined in accordance with applicable
provisions of the Plumbing Subcode of the NJUCC, as specified in
N.J.S.A. 52:27D-1l9 et seq.

2. A supply of soap, toilet paper, and individual hand towels or
disposable paper towels shall be provided.

3. Mirrors, dispensers, and other equipment shall be fastened
securely.

4. Platforms shall be available as appropriate for use by the
children when adult size toilets, and/or sinks, and/or urinals are used
by the children.

(g) A center utilizing a kitchen facility and/or food preparation
area shall ensure that the cooking equipment and kitchen facility
are kept in clean and sanitary condition and are operated in com­
pliance with applicable provisions of the State Sanitary Code, as
specified in NJ.A.C. 8:24.

(h) Lead paint precautions are as follows:
1. The center shall not use lead paint on and shall remove lead

paint from any interior or exterior surfaces of a building used as
a center, or on any furniture, toys, or other equipment used therein,
in accordance with provisions of the State Lead Paint Law, pursuant
to N.J.S.A. 24:14A-l et seq., and with the provisions of the State
Sanitary Code, as specified in N.JA.C. 8:51-7.

2. When lead paint is found in areas of a center not specified
in N.J.A.C. 8:51-7, the Bureau shall determine whether the lead paint
is hazardous to the health, safety and well-being of the children
served and, if considered to be hazardous, the center shall remove
the lead paint hazard.
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(i) Asbestos precautions are as follows:
1. Coatings containing asbestos shall not be sprayed on any in­

terior or exterior surfaces of a building used as a center, or on any
equipment used therein, in accordance with rules of the State De­
partment of Environmental Protection, as specified in NJ.A.C.
7:27-17.2 and with applicable provisions of the Asbestos Hazard
Abatement Subcode of the NJUCC, as specified in NJ.A.C. 5:23-8.

2. If the New Jersey Department of Health determines the
presence of sprayed-on asbestos-containing materials, and concludes
that corrective action must be taken to minimize exposure potential,
the sponsor shall follow the recommendation of the State Health
Department for enclosure, removal or other appropriate action to
remove the threat or risk of asbestos contamination, as specified
in N.JAC. 5:23-8.

(j) Wading and swimming pool requirements are as follows:
1. Pools that are at least 24 inches in depth shall be defined as

swimming pools and subject to the requirements specified in (j)3
below. Pools that are less than 24 inches in depth shall be defined
as wading pools.

2. For wading pools that do not have water filtration systems, the
center shall change the water after each use by a group of children.

3. The center shall ensure that any swimming pool or natural
bathing place used by the children complies with applicable
provisions of the Public Recreational Bathing Rules, as specified in
NJ.A.C. 8:26, and with applicable provisions of the Building Subcode
and Barrier-free Subcode of the NJUCC, as specified in N.J.A.C.
5:23.

4. The center shall ensure that the children using swimming pools
or natural bathing facilities are supervised in accordance with appli­
cable provisions of the New Jersey Youth Camp Safety Act rules,
as specified in NJ.A.C. 8:25.

5. If a child defecates in the swimming pool, all solid wastes shall
be removed and the pool shall be super-chlorinated and not used
until the chlorine level returns to levels identified as acceptable in
the Public Recreational Bathing Rules, NJ.A.C. 8:26.

(k) Emergency evacuation instruction requirements are as follows:
1. The center shall prepare written emergency evacuation instruc­

tions delineating:
i. The location of the first aid kit and any additonal first aid

supplies;
ii. The name, address and telephone number of the physician

retained by the center or of the health facility to be used in emergen­
cies;

iii. The procedure for obtaining emergency transportation;
iv. The hospital and/or clinic to which injured or ill children will

be taken;
v. The telephone numbers of the local police and fire departments

and ambulance service;
vi. The location of written authorization from parent(s) for

emergency medical care for each child;
vii. A diagram showing how the center is to be evacuated in case

of emergency; and
viii. The location of fire alarms and fire extinguishers.
2. The emergency evacuation instructions shall be posted in a

prominent location on every floor within the center.
(I) Supplemental evacuation requirements are as follows:
1. Cribs, beds, playpens, cots or mats used for rest or sleep shall

be placed at least one foot apart and shall be arranged so as to
provide access to a three-foot-wide aisle that leads to an unob­
structed exit.

2. To assure the safe and timely evacuation of the children from
the center during a fire or other emergency, centers required to
secure a Certificate of Life/Safety Approval shall meet the minimum
staff/child ratio requirements, as specified in NJAC. 1O:122-4.3(c).

(m) Fire prevention requirements are as follows:
1. The center shall conduct fire drills at least once a month.
2. Centers serving sick children shall comply with the fire drill

variation provisions specified in N.J.A.C. 10:122-8.4(e).
3. The center shall maintain on file a record of each fire drill,

which record shall include:
i. The date and time of day of the drill;
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ii. The weather condition at the time of evacuation;
iii. The number of participating children and staff members; and
iv. The total amount of time taken to evacuate the center.
4. All fire extinguishers shall be serviced and tagged at least once

a year and recharged, if necessary.
(n) First aid requirements are as follows:
1. A staff member who has current certified basic knowledge of

first aid principles and cardiopulmonary resuscitation (CPR), as
defined by a recognized health organization (such as the American
Red Cross), should be in the center during periods of operation.

2. The following equipment shall be placed in a location that is
convenient and accessible to staff members:

i. A standard first aid kit, which is fully re-stocked within 24 hours
of use; and

ii. The American Red Cross First Aid Manual or its equivalent.
(0) All staff members shall be instructed annually in the use of

fire extinguishers, alarms and the emergency evacuation information
specified in (k)1 above. The center shall maintain on file a record
of the training sessions.

(p) Play equipment, materials, and furniture for indoor and out­
door use shall be of sturdy and safe construction, non-toxic and free
of hazards.

(q) Space and room requirements are as follows:
1. All space and rooms within the center to be used by children

shall be inspected and approved by the Bureau prior to their use.
In making its determination, the Bureau shall consider whether the
space is too far removed, remote or isolated from other areas of
the center to be used by children.

i. For those rooms or areas that are too far removed, remote or
isolated from other centrally located rooms or areas of the center,
the Bureau may require the use of additional staff members, above
those required for staff/child ratios, before granting approval.

ii. Rooms or areas of the center that are not Bureau-approved
for use by children shall be made inaccessible to children.

2. At no time shall a center allow more children in attendance
than the number specified on its license or Certificate of Life/Safety
Approval.

3. Indoor space requirements for play rooms and/or sleep rooms
are as follows:

i. There shall be a minimum of 30 square feet of usable activity
indoor floor space for each child in centers that:

(1) Began operating prior to July 1, 1989; or
(2) Began operating on or after July 1, 1989 and serve fewer than

16 children.
ii. There shall be a minimum of 35 square feet of usable activity

indoor floor space for each child in centers that began operating
on or after July 1, 1989 and serve 16 or more children.

iii. The minimum square footage of usable activity indoor floor
space shall be determined by excluding the space used in or by
hallways, toilet facilities, offices, storage rooms, staff rooms, furnace
rooms, kitchen areas, lockers, closets, and other stationary equip­
ment or areas that children do not use for sleep or play.

iv. Centers serving sick children shall comply with the variation
provisions on determining net indoor floor space per child, as
specified in N.JAC. 1O:122-8.4(a).

v. The center shall identify all rooms of the center that have been
approved by the Bureau. This identification shall consist of numbers,
letters, names or any other means of identification and shall be
located either inside or directly outside each room.

4. Separate room or area requirements for children who become
ill are as follows:

i. There shall be a room, section of a room, or a separate area
in the center to which children who are exhibiting those illnesses,
symptoms of illness, and diseases specified in N.J.A.C. 1O:122-7.1(c)
shall be taken and where they shall be cared for until they can return
home, be suitably cared for elsewhere, or be diagnosed as posing
no health risk to themselves or others.

ii. The separate room, section or area shall be furnished with
sleeping equipment and sheets, blankets or other coverings.
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ii. For centers specified in (s)5i above, urinals may be counted
in determining the number of toilets the center shall have, provided
that:

(1) At least two toilets are available at the center; and
(2) Two urinals are counted as one toilet towards determining

the maximum occupancy of the center.
iii. For centers in operation prior to September 21, 1987 that serve

children below 18 months of age:
(1) In centers serving 15 or fewer children, there shall be at least

one toilet and one sink.
(2) In centers serving more than 15 children, there shall be at

least two toilets and two sinks.
iv. For centers in operation prior to September 21, 1987 that serve

a mix of children ranging from birth through five years of age, the
center shall either:

(1) Meet the toilet and sink requirements specified in (s)5i
through ii above, based on the total number of children being served
at the center, provided that all toilets and sinks are utilized by
children of all ages; or

(2) Determine the number of children above and below 18 months
of age and meet the toilet and sink requirements for the number
of children being served in each age category, as specified in (s)5i
through ii above.

v. Toilet facilities and sinks shall be located no more than one
floor above or below the floor ievel(s) used by the children in centers
that:

(1) Began operating prior to July 1, 1989; or

(2) Began operating on or after July 1, 1989 and serve fewer than
16 children.

vi. At least one toilet facility and sink shall be located on each
floor level(s) used by children in centers that began operating on
or after July 1, 1989 and serve 16 or more children.

6. Kitchen facility requirements are as follows:
i. The kitchen facility and/or food preparation area shall be

separated from other areas of the center by a door, gate, screen
or other barrier to prevent accidental access by children.

ii. The kitchen may be used for children's program cooking ac­
tivities only when it is not being used for preparation of meals for
consumption by enrolled children.

7. Outdoor space requirements for children over the age of 10
months are as follows:

i. For children in attendance for three or more consecutive hours,
the center shall provide a minimum of 150 square feet of net outdoor
space. When more than five children are using such a space at one
time, there shall be 30 square feet of net outdoor space for each
additional child in addition to the required minimum of 150 square
feet.

ii. The outdoor area shall be adjacent to, within close proximity
or in the same neighborhood of the center and available for use
by the children.

iii. Outdoor areas located near or adjacent to hazardous areas
determined by the Bureau to be unsafe (including, but not limited
to, streets, roads, driveways, parking lots, railroad tracks, swimming
pools, rivers, streams, steep grades, cliffs, open pits, high voltage
boosters or propane gas tanks) shall be fenced or otherwise
protected by a natural or man-made barrier or enclosure.

iv. If the center can demonstrate to the satisfaction of the Bureau
that it cannot meet the outdoor space requirement, the center shall
provide, in addition to space for play rooms, a minimum of 150
square feet of net indoor floor space. When more than five children
are using such space at one time, there shall be 30 square feet of
net indoor floor space for each additional child in addition to the
minimum of 150 square feet. The indoor floor space may be either
on the site of the center or at another nearby indoor facility, such
as a gymnasium, exercise room or other recreational facility.

v. Centers serving only sick children shall comply with the varia­
tion provisions for outdoor space, as specified in N.J.A.C.
10:122-8.4(f)1.

8. All balconies, rooftops, verandas and/or all floor levels used
by children that are above the first floor and subject the children
to an open drop or atrium shall be protected by barriers consisting
of safety glass, plexiglass or any other materials approved by the
Bureau. Such barriers shall extend at least five feet above the floor
level.

(t) For school-age child care programs, the following shall apply:
1. All lally columns in areas used by the children shall have

protective padding around them from the floor to a height of at
least 72 inches.

2. For centers that serve food, crawl spaces, attic spaces, and all
doors and windows used for natural ventilation shall be provided
with insect screening.

3. A supply of hot tap water not exceeding 120 degrees Fahrenheit
and cold running water shall be provided.

4. Toilet facility requirements are as follows:
i. Children shall be afforded privacy, appropriate to their age and

development, when toileting.
ii. For centers that began operating prior to September 21, 1987,

the number of toilets and sinks required shall meet the specifications
prescribed by the provisions of the Plumbing Subcode of the NJUCC
for the E use group at the time the center began operating.

iii. Toilet facilities and sinks shall be located no more than one
floor above or below the floor levels used by the children.

5. Indoor space requirements are as follows:
i. In centers specified in (q)3i above, there shall be an average

of 30 square feet of usable activity indoor floor space for each child.
ii. In centers specified in (q)3ii above, there shall be an average

of 35 square feet of usable activity indoor floor space for each child.

Number of
Sinks

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19

Number of
Toilets

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19

iii. Centers serving only sick children shall comply with the varia­
tion provision for separating ill children, as specified in N.J.A.C.
10: 122-8.4(b) and (c).

(r) The center shall take any steps required by the Bureau to
correct conditions in the building or center that may endanger the
health, safety and well-being of the children served.

(s) For early childhood programs, the following shall apply:
1. All electrical outlets that are accessible to the children shall

have protective covers.
2. All lally columns in areas used by the children shall have

protective padding placed around them from the floor to a height
of at least 48 inches.

3. Crawl spaces, attic spaces, and all doors and windows used for
natural ventilation shall be provided with insect screening.

4. A supply of hot tap water not exceeding 110 degrees Fahrenheit
and cold running water shall be provided.

5. Toilet facility requirements are as follows:
i. For centers in operation prior to September 21, 1987 that serve

children ages 18 months to six years, the minimum number of toilets
and sinks required in the center shall be determined in accordance
with the following table:

Number of
Children

6-15
16-35
36-60
61-80

81-100
101-125
126-150
151-175
176-200
201-225
226-250
251-275
276-300
301-325
326-350
351-375
376-400
401-425
426-450
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10:122-5.3 Special physical facility and monitoring requirements to
prevent child abuse and/or neglect

(a) At least five foot-candles of natural or artifical light shall be
provided in all rooms used by children during naptime. The illumina­
tion shall be measured three feet above the floor at the farthest
point from the light source.

(b) Doors in all interior rooms designated for use by children shall
remain unlocked.

(c) For rooms and/or areas used by children, except as specified
in (e) below, the following monitoring requirements shall apply:

1. The center shall equip every room or area designated for use
by children, except for kitchen and toilet facilities, with one of the
following options in order to promote maximum visibility and/or
audibility:

i. A centrally supervised audio or visual monitoring system;
ii. Uncovered and unobstructed glass panels and/or two-way mir­

rors that comprise at least 10 percent of the square footage of one
interior wall, provided that such panels/mirrors are not in conflict
with applicable provisions of the NJUCC and/or the NJUFC;

iii. Security mirror(s) in hallways that reflect actions in the
room(s) used by children.

iv. At least one interior door leading to every room designated
for use by children, which shall meet one of the following conditions,
provided that such conditions are not in conflict with applicable
provisions of the NJUCC and/or the NJUFC:

(1) Be left open;
(2) Have uncovered and unobstructed windows or cutouts;
(3) Be a dutch door variety, with the top half open; or
(4) Be removed; or
v. Any other Bureau-approved monitoring system or equipment

that provides equivalent visibility and audibility.
(d) Toilet facility requirements are as follows:
1. For existing centers that have only one toilet facility, or for

existing centers that have more than one toilet facility, but where
all toilets have been counted in determining the maximum number
of children who can be served per session, the center shall ensure
that staff members and/or other adults who use the toilet facility
for their own toileting needs do so only:

i. When children are not in it; and
ii. After the staff member and/or other adult has secured the door

with a lock or latch that is located on the inside of the door at a
height beyond the reach of the children.

(1) If a center documents to the satisfaction of the Bureau that
it lacks the authority to meet the lockllatch provisions noted in (d)1ii
above, the Bureau may approve an alternative means by which the
center may comply with the privacy intent of this provision.

2. For existing centers that have an additional toilet facility that
has not been counted in determining the maximum number of
children who can be served per session and for centers to be located
in newly constructed buildings, the center shall ensure that:

i. One toilet facility is reserved and designated for the exclusive
use of staff members and/or other adults; and

ii. This designated toilet facility is identified by a sign located on
the exterior of its door, indicating that this toilet facility is for the
exclusive use of staff members and/or other adults.

(e) For early childhood programs, the following shall apply:
1. Centers that are to be located in newly constructed buildings

that seek to serve 16 or more children shall equip every room
designated for use by children, except for kitchen and toilet facilities,
with either uncovered glass panels or two-way mirrors that comprise
at least 10 percent of the square footage of at least one interior
wall in order to promote maximum visibility in such rooms.

SUBCHAPTER 6. PROGRAM REQUIREMENTS

10:122-6.1 Activities
(a) The center shall develop and provide a variety of children's

planned activities, geared to the age and developmental level of the
children served, that:

1. Promote the development of language, thinking and problem­
solving skills, curiosity, exploration, large and small muscles, social
competence, self-esteem, and positive self-identity; and
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2. Are relevant to the cultural background of the children and
foster intercultural awareness.

(b) The staff member(s) specified in NJ.A.C. 10:122-4.4 who are
responsible for developing and overseeing the implementation of the
center's daily activities shall ensure that:

1. Time frames for each activity are geared to the age and de­
velopmental level of each child served and are flexible enough to
accommodate spontaneous occurrences or children's suggestions and
inquiries;

2. Children have opportunities to choose materials freely;
3. Children are presented with and encouraged to participate in

a mixture of active and quiet experiences;
4. Both staff-directed and child-selected activities are provided;

and
5. Children are:
i. Encouraged, but not required, to participate in every group

activity; and
ii. Provided with the time and space within the area to be apart

from the group and to participate in an alternate activity if they
choose to do so.

(c) The center shall ensure that children riding bicycles wear a
helmet, as specified in the Bicycle Helmet Law, N.J.S.A. 39:4-10.1.

(d) Centers serving sick children shall comply with the variation
on developing and providing children's activities, as specified in
NJAC. 10:122-8.5(a).

(e) The staff member(s) specified in (b) above shall prepare and
maintain on file a written outline of the center's daily activities, as
specified in (a) through (d) above and (f) and (g) below.

(f) For early childhood programs, the following shall apply:
1. Outdoor experiences shall be provided as follows:
i. Children who are at the center for more than four consecutive

hours shall be taken outdoors daily.
ii. Children who are at the center for four or fewer consecutive

hours shall be taken outdoors at least once a week.
iii. A center may depart from the requirements specified in (f)li

and ii above during inclement weather or for another reason that
affects the health, safety or well-being of the children or any in­
dividual child.

2. Centers serving children less than 18 months of age shall
provide:

i. At least four of the following types of children's daily activities:
sensory; language/dramatic play; manipulative; building; large mus­
cle; music; or other comparable activities; and

ii. At least four types of supplies and/or equipment for each
activity area chosen by the center, as listed below:

(1) Sensory activities: crib mobiles; teething toys; busy boxes; baby
mirrors; rattles; melody chimes; squeeze toys; or other comparable
supplies or equipment.

(2) Language/dramatic play activities: picture books; toy tele­
phones; records; hand puppets; stuffed animals; soft washable dolls;
photographs; or other comparable supplies or equipment.

(3) Manipulative activities: squeeze and grip toys; boxes; sorting
and stacking toys; three and/or four pieee wooden inlay puzzles;
puzzle blocks; simple threading toys; mobile pull toys; balls; or other
comparable supplies or equipment.

(4) Building activities: soft lightweight blocks; toy cars, trains and/
or boats; figures of animals and people; stacking rings and/or cups;
nesting toys; or other comparable supplies or equipment.

(5) Large muscle activities: low climbers; slides; riding/rocking
toys; foam or soft plastic balls; gym mats; play tunnels; or other
comparable supplies or equipment.

(6) Music activities: rhythm instruments; record player and re­
cords; toys equipped with musical tones; musical mobiles and/or busy
boxes; drums, xylophones and/or pianos; or other comparable sup­
plies or equipment.

iii. Staff members shall provide periodic activity or learning op­
portunities to stimulate the five senses of children who are awake
and being cared for in cribs, playpens or other Bureau-approved
sleeping equipment.

iv. Staff members shall carry non-ambulatory infants around the
center periodically.
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v. Staff members shall provide all children who are developmen­
tally able with opportunities to leave their cribs, playpens or other
Bureau-approved sleeping equipment to crawl, toddle, walk, and
play.

3. Centers serving children 18 months of age and older shall
provide:

i. At least five of the following types of children's daily activities:
language; science and mathematics; manipulative; large muscle;
building; art; music; drama; or other comparable activities; and

ii. At least five types of supplies and/or equipment for each daily
activity chosen by the center, as listed below:

(1) Language activities: books; flannel board; upper and lower
case letters; pictures for discussion; materials for recognition, iden­
tification and/or classification; poetry; puppets; audio-visual
materials; show and tell items; or other comparable supplies or
equipment.

(2) Science and math activities: plants and gardening equipment;
aquarium with fish and/or other appropriate live animals; water table
and supplies; sand table and supplies; cooking supplies; weather
chart and/or thermometer; counting equipment; or other comparable
supplies or equipment.

(3) Manipulative activities: puzzles; pegs and pegboards; lacing
boards; table top building toys; stencils; dominoes; pounding bench;
lotto games; or other comparable supplies or equipment.

(4) Large muscle activities: rocking boat; wheel toys; climbers;
slides; balance beam; barrels and/or large cartons; parachute; balls
and beanbags; outdoor play equipment; gym mats; or other com­
parable supplies or equipment.

(5) Building activities: unit blocks (minimum of four sizes); trans­
portation toys; farm animals and/or play people; work bench and
tools; table top building toys; building logs; or other comparable
supplies or equipment.

(6) Art activities: crayons; tempera paint, large brushe.s and
newsprint; finger paint and finger paint paper; construction paper
in assorted colors; paste or glue; blunt scissors; collage materials;
non-toxic felt tip markers; easels; clay or playdough; or other com­
parable supplies or equipment.

(7) Music activities: record player and records; piano and/or
organ; guitar; rhythm sticks; drums; cymbals and bells; tape recorder;
or other comparable supplies or equipment.

(8) Dramatic activities: toy dishes; ironing board; telephones; oc­
cupational props and/or uniforms; dress-up clothes; housekeeping
area (stove, sink, refrigerator); cradle or doll bed; doll carriage and
dolls; puppets; grocery store, post office or hospital; or other com­
parable supplies or equipment.

4. Centers that operate during evening hours shall ensure that
the activity level for children is reduced in preparation for sleep and
shall provide a selection of toys or other materials for quiet activities.

(g) For school-age child care programs, the following shall apply:
1. Centers shall plan and implement programs that include:
i. Activities that reflect the interests and skills of the children

served;
ii. Opportunities for child involvement in activity planning;
iii. Opportunities for self-selected activities;
iv. Recreational opportunities, including a mixture of indoor/out­

door and large muscle activities; and
v. Daily schedules that include individual quiet times, structured

and unstructured activities, and small-group and large-group ac­
tivities.

10:122-6.2 Program equipment for children's daily activities
Centers shall provide a supply of age and developmentally ap­

propriate program equipment including play equipment, child-size
furniture and supplies that are sufficient to meet the daily activity
needs of the children and the program.

10:122-6.3 Food and nutrition
(a) All centers shall comply with the following requirements:
1. Food served to children who are present during normal

mealtime hours or required snack periods, as specified in (b) and
(c) below, shall be provided either by the child's parent or by the
center.

2. If the center chooses to prm/ide food, the center shall ensure
that all food served to children is prepared by either:

i. The center on-site or off-site; or
ii. A caterer who is licensed, registered, certified or otherwise

approved, as appropriate, by the local, county or State Department
of Health, as applicable.

3. If the center chooses to have parents provide food, the center
shall have a supply of food at the center for any child whose parent
forgets.

4. If the center provides food, the center shall ensure that the
food is stored, prepared, and served in a sanitary manner.

5. Staff members shall advise parents of any repetitive feeding
problems experienced by their child.

6. Staff members shall not force-feed or coerce a child to eat
against his or her will.

7. A snack shall be served to all children who are under the
center's care for at least three consecutive hours and for all children
who are served on an after-school basis.

8. Drinking water shall be made available to all children.
9. Centers that provide meals shall ensure that:
i. For children on special diets (for example, due to health

reasons, religious belief or parental request), an alternative choice
of food is provided by either the center or the child's parent; and

ii. Individualized written diets and feeding schedules, if submitted
to the center by the child's parent(s) or physician, are posted in
a location that is accessible to staff members caring for the children,
and are followed.

(b) For early childhood programs, the following shall apply:
1. Centers operating for more than three consecutive hours shall

have a working refrigerator.
2. Food brought from outside the center for a child shall be

inspected by a staff member for spoilage before it is served.
3. Feeding requirements for centers serving children less than 18

months of age are as follows:
i. The center shall develop mutually with each child's parent(s)

and follow a written plan regarding the feeding schedule, specific
formula, nutritional needs, and introduction of new food for each
child;

ii. The written plan shall be:
(1) Maintained on file; and
(2) Made available to each staff member responsible for feeding

each child;
iii. All food served to a child shall be appropriate to the child's

developmental eating ability;
iv. Each child's bottle(s) shall be labeled with the child's name;
v. A child who is too young to use a feeding chair or other seating

apparatus shall be held when fed;
vi. A child who, because of age or developmental readiness, no

longer needs to be held for feeding shall be provided with an infant
seat, high chair with safety strap, or other age-appropriate seating
apparatus; and

vii. When a child is feeding, the bottle shall not be propped at
any time.

4. Mealtime and snack requirements for centers serving children
18 months of age and above and those children younger than 18
months of age who are developmentally ready to eat regular meals
and snacks are as follows:

i. The center shall serve breakfast for all children who have not
eaten breakfast and are present from 7:00 AM. to 9:00 AM.;

ii. The center shall serve lunch for all children who have not eaten
lunch and are:

(1) Present during 11:00 AM. to 1:00 P.M.; and
(2) Under the center's care for at least five consecutive hours;
iii. The center shall serve dinner for all children who:
(1) Have not eaten dinner;
(2) Are present from 5:00 P.M. to 7:00 P.M.; and
(3) Are scheduled to remain after 7:00 P.M.;
iv. Centers that provide meals shall ensure that breakfast includes

the following:
(1) Fruits or vegetables or full-strength fruit or vegetable juice;

and
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(2) Enriched whole grain bread, a bread product or cereal and/
or a protein alternative;

v. Centers that provide meals shall ensure that lunch and dinner
for each child include the following:

(1) Meat, poultry, fish or a protein alternative;
(2) Fruits or vegetables;
(3) Bread or bread products; and
(4) Milk, juice or water;
vi. Centers that provide meals shall ensure that the snack includes

one full-strength juice, milk or fruit and one food supplement
selected from the lunch and dinner choices specified in (b)4v above,
except on special occasions, such as holidays and birthdays; and

vii. Milk is served at least once a day.
(c) For school-age child care programs, the following shall apply:
1. Centers that store perishable foods or medication shall have

access to a refrigerator.
2. Centers that provide snacks should include one full-strength

juice, milk or fruit and one food supplement selected from the food
choices specified in (b)4v above.

3. On days when school is not in session, if applicable, the center
shall serve meals as specified in (b)4 above.

10:122-6.4 Rest and sleep requirements for early childhood
programs

(a) For centers serving children 12 months of age and younger,
the following shall apply:

1. The center shall provide opportunities for daily rest and sleep
for each child according to the child's individual physical needs.

2. The center shall provide each child with a crib, playpen or other
Bureau-approved sleeping equipment that provides equivalent safety
and comfort for use during rest and sleep.

i. Each crib or playpen shall be equipped with:
(1) A waterproof, snugly fitting mattress;
(2) A clean sheet or other covering and blanket;
(3) Top rails that are at least 19 inches above the mattress; and
(4) Slats that are not more than 23/8 inches apart.
ii. Any locks or latches on the dropside of a crib shall be safe

and secure from accidental release.
(b) For centers serving children over the age of 12 months and

under the age of five years, the following shall apply:
1. The center shall provide opportunities for daily rest and/or

sleep for each child who:
i. Attends the center for four or more consecutive hours; or
ii. Attends the center for fewer than four consecutive hours, but

whose individual physical needs call for a rest period while the child
is at the center.

2. An alternative quiet activity shall be provided for those children
who have rested or slept for 30 minutes and do not appear to need
additional rest or sleep.

3. Each child shall be provided with a crib, playpen, cot, mat or
other Bureau-approved sleeping equipment for use during rest and
sleep, which shall comply with the requirements specified in (a)2
above.

i. Each cot used for children between 13 and 18 months of age
shall not exceed 14 inches above floor level.

ii. Each cot or mat used for rest and sleep shall be covered with
a sheet, blanket or other covering. An additional covering shall be
provided for use as a covering for each child.

iii. Each mat used for rest and sleep shall be:
(1) Placed on a surface that is warm, dry, clean and draft-free;
(2) Water-repellent;
(3) At least one inch thick; and
(4) Stored so that there is no contact with the sleeping surface

of another mat, or disinfected after each use, as specified in N.J.A.C.
1O:122-7.7(a)1.

(c) Centers serving children in attendance for three hours or less
after 7:00 P.M. shall meet the sleeping requirements, as specified
in (a) and (b)3 above.

(d) Centers serving children in attendance for more than three
hours after 7:00 P.M. shall:

i. Establish bedtime schedules for each child in consultation with
parent(s);

PROPOSALS

ii. Ensure that any Bureau-approved sleeping equipment, other
than a bed or mat, has been fitted with a minimum one-inch thick
water-repellent mat or mattress; and

iii. Ensure that each child is changed into sleeping garments.
(e) Sheets, blankets and other coverings shall be:
1. Changed when wet, soiled or damaged; and
2. Changed before use by another child.
(f) When cribs, playpens, cots, mats or other Bureau-approved

sleeping equipment are stored with sheets, blankets or other cover­
ings as single units, at least one item of each unit shall be labeled
with child-identifying information.

(g) When sheets, blankets and other coverings are not stored with
sleeping equipment, each of these items shall be:

1. Labeled for each child; and
2. Stored separately for each child.
(h) During rest and sleep periods, only one child shall occupy a

crib, playpen, cot, mat or other Bureau-approved sleeping equipment
at one time.

10:122-6.5 Policy on the release of children
(a) The center shall maintain on file a written policy on the

release of children, which shall include:
1. The provision that each child may be released only to the child's

custodial parent(s) or person(s) authorized by the custodial
parent(s), as specified in N.J.A.C. 1O:122-6.8(a)lii and iii, to take
the child from the center and to assume responsibility for the child
in an emergency if the custodial parent(s) cannot be reached;

2. The provision that a child shall not be visited by or released
to a non-custodial parent unless the custodial parent specifically
authorizes the center to allow such visits or releases in writing. This
written authorization, inclUding the name, address and telephone
number of the non-custodial parent(s), shall be maintained on file.
If a non-custodial parent has been denied access, or granted limited
access, to the child by a court order, the center shall secure documen­
tation to this effect and maintain a copy on file;

3. Written procedures to be followed by staff member(s) if the
parent(s) or person(s) authorized by the parent(s), as specified in
(a)1 above, fails to pick up a child at the time of the center's daily
closing. The procedures shall require that:

i. The child is supervised at all times;
ii. Staff members attempt to contact the parent(s) or person(s)

authorized by the parents; and
iii. An hour or more after closing time, and provided that other

arrangements for releasing the child to his or her parent(s) or
authorized person(s) have failed and the staff member(s) cannot
continue to supervise the child at the center, the staff member shall
call the Division's 24-hour Child Abuse Hotline to seek assistance
in caring for the child until the parent(s) or person(s) authorized
by the child's parent(s) is able to pick up the child; and

4. Written procedures to be followed by a staff member(s) if the
parent(s) or person(s) authorized by the parent(s), as specified in
(a)1 above, appear to be physically and/or emotionally impaired to
the extent that, in the judgement of the director and/or staff member,
the child would be placed at risk of harm if released to such an
individual. The procedures shall require that:

i. The child shall not be released to such an impaired individual;
ii. Staff members attempt to contact the child's other parent or

an alternative person(s) authorized by the parent(s); and
iii. If the center is unable to make alternative arrangements, as

noted in (a)3ii above, a staff member shall call the Division's 24­
hour Child Abuse Hotline to seek assistance in caring for the child.

(b) For school-age child care programs, the following shall apply:
1. No child shall be released from the program unsupervised

except upon written instruction from the child's custOdial parent.

10:122-6.6 Discipline
(a) The methods of guidance and discipline used shall:
1. Be positive;
2. Be consistent with the age and developmental needs of the

children; and
3. Lead to the child's ability to maintain self control.
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(b) Staff members shall not discipline children for failing to eat
or sleep or for soiling themselves.

(c) Children may be removed from a group activity to another
area, provided that the child so removed is either under the
supervision of another staff member or continuously visible to a staff
member.

(d) The center shall maintain on file a written policy on the
disciplining of children by staff members. The policy shall:

1. Reflect the provisions specified in (a) through (c) above and
include the acceptable actions that a staff member may take when
disciplining a child (that is, discussion with the child, time-out, etc.);

2. Be distributed to every staff member; and
3. Be posted in a prominent location within the center.
(e) The center shall secure and maintain on file each staff

member's signature, attesting to receipt of the policy on the disciplin­
ing of children by staff members.

(f) For school-age child care programs, the following shall apply:
1. The center shall permit children to participate in the develop­

ment of the discipline rules and procedures; or
2. The center shall establish procedures to ensure that children

are aware of the rules.

10:122-6.7 Special requirements to prevent child abuse and/or
neglect and inappropriate staff behaviors toward
children

(a) Staff members shall not use hitting, shaking or any other form
of corporal punishment of children.

(b) Staff members shall not use abusive language, ridicule, harsh,
humiliating or frightening treatment or any other form of emotional
punishment of children.

(c) Staff members shall not engage in or inflict any form of child
abuse and/or neglect.

(d) Staff members shall not withhold from children food, emo­
tional responses, stimulation, or the opportunities for rest or sleep.

(e) Staff members shall not require a child to remain silent or
inactive for an inappropriately long period of time for the child's
age.

10:122-6.8 Parent and community participation
(a) Prior to the child's enrollment, the center shall:
1. Obtain a signed application, including:
i. The child's name, address, birth date, and date of enrollment;
ii. The name(s), home and work addressees), and home and work

telephone number(s) of the custodial parent(s);
iii. The name(s), addressees), and telephone number of any

person(s) authorized by the parentes) to visit the child at the center
and/or take the child from the center, as specified in N.J.A.C.
1O:122-6.5(a)l;

iv. The name, address, and telephone number of the child's physi­
cian; and

v. Written authorization from the parent(s) for emergency
medical treatment;

2. Inform parents about the center's days and hours of operation;
3. Discuss the individual child's habits, dietary and sleep needs,

activities, behavior and development, if applicable;
4. Discuss the center's policies on releasing children, toilet train­

ing children when applicable, and dispensing medication;
5. Discuss and distribute the center's policy on the management

of communicable disease, as specified in N.J.A.C. 10:122-7.11; and
6. Discuss and distribute an Information to Parents document, as

specified in N.J.A.C. 10:122-3.6(a).
(b) The center shall allow the parentes) of enrolled children to

visit the center at any time during the center's hours of operation
to observe its operation and program activities without requiring the
parent(s) to secure prior approval.

(c) The center shall provide the parents of prospective enrollees
the opportunity to visit the center to observe its operation and
program activities, but may require that such visits are arranged in
advance and at the convenience of the center director.

(d) Staff member(s) shall inform the parent(s) of enrolled chil­
dren in advance of any field tripes), outing(s), or special event(s)

involving the transportation of children away from the center. Before
taking a child on such a field trip, outing or special event, the center
shall either:

1. Secure individual written consent slips signed by a parent for
his or her child(ren) for each proposed field trip, outing or special
event;

2. Post a notice of a proposed individual field trip, outing or
special event in a place of prominence within the center, on which
the parent must sign consent for his or her child to attend; or

3. Issue to every parent a written schedule of all field trips, outings
or special events to be taken during any given time frame (that is,
weekly, monthly, yearly). A parent must sign this schedule indicating
his or her consent for any or all field trips, outings or special events
listed.

(e) The center may utilize a blanket permission slip for taking
children on walks only if:

1. Walks are within the center's neighborhood;
2. The center makes arrangements for the handling of visits or

telephone calls from parents either by:
i. Having someone remain at the center; or
ii. Utilizing a telephone answering machine and posting a notice

on the entrance door of the center to inform parents of the children's
location;

3. The route of the walk involves no safety hazards; and
4. The walk involves no entrance into a facility unless the facility

has been indicated on the blanket permission slip.
(f) The center shall maintain on file a record of signed blanket

permission slips for walks and signed individual permission slips for
field trips, outings or special events.

(g) The center should promote the involvement of representatives
of the community to enhance the staff members' and the children's
knowledge of community services, programs and resources.

(h) For early childhood programs, the following shall apply:
1. The center shall adopt at least one of the following options

to ensure the participation of the parents of enrolled children in
the activities and operations of the center:

i. A governing board responsible for approving, reviewing, and
monitoring the center's policies, budget, staff recruitment and selec­
tion, physical environment, and program activities;

ii. An advisory committee that offers advice and counsel to the
center on its policies, staff recruitment and selection, physical en­
vironment, and program activities; or

iii. An annual meeting to which all parents and staff members
are invited for the purpose of sharing goals, recommendations, and
concerns. The center shall maintain on file a record of this meeting.

2. Centers choosing the options specified in either (h)li or ii
above shall ensure that the board or committee includes the parents
of enrolled children and representatives from the civic, business,
educational and/or child care communities. The board or committee
shall meet at least quarterly during the center's operating year and
the center shall maintain on file a listing of current members of
the board or committee and documentation indicating that the board
or committee is functioning.

3. The center shall adopt, implement, and maintain on file a
written policy providing for the direct involvement of parents of
enrolled children in the center's operation and activities. This policy
shall include the following:

i. An opportunity for parents to volunteer to help in the center's
program;

ii. An annual open house to which parents are invited for the
purpose of observing the program; and

iii. Parent/staff conferences held semi-annually and upon request
of the parent and/or staff member(s).

(i) For school-age child care programs, the following shall apply:
1. The center shall adopt, implement and maintain on file a

written policy providing for the direct involvement of parents of
enrolled children in the center's operation and activities. The policy
shall include:

i. Option (h)li, ii or iii above; or
ii. Annual open house to which parents are invited for the purpose

of observing the program; or

NEW JERSEY REGISTER, MONDAY, NOVEMBER IS, 1993 (CITE 25 NJ.R. 5009)

You're viewing an archived copy from the New Jersey State Library.



HUMAN SERVICES PROPOSALS

ii. The center has contacted the State Department of Health's
Communicable Disease Program or local health department
pediatric health consultant and is told the child or staff member
poses no health risk to others.

TABLE OF EXCLUDABLE COMMUNICABLE DISEASES

tReportable diseases, as required by NJ.A.c. 1O:122-7.IO(a).

10:122-7.2 Attendance by children and/or staff members known to
be infected with Human Immunodeficiency Virus (HIV)

(a) The center should admit a child known to be infected with
HIV (also known as HTLV-III or LAV), the virus that causes
Acquired Immunodeficiency Syndrome (AIDS), to the center.

(b) The center should not exclude a child known to be infected
with HIV in order to protect him or her from possible exposure
to the infectious diseases of other persons at the center.

(c) The center should not exclude a child solely for the reason
that such individual lives with or is related to a person known to
be infected with HIV.

(d) The director shall maintain the confidentiality of any child or
staff member known to be infected with HIV.

(e) The center shall not require the routine medical screening of
children or staff members in a center to detect the presence of HIV.

10:122-7.3 Health and immunization requirements for children
(a) For early childhood programs, the following shall apply:
1. Each child not enrolled in a public or private school shall have

had a health examination performed by a licensed physician within:
i. Six months prior to admission, for children who are 2V2 years

of age or younger; or
ii. One year prior to admission, for children above 2V2 years of

age.
2. For each child not enrolled in a public or private school, the

center shall maintain on file at the center a record of the health
examination documented by the physician. The record shall include:

i. The name and address of the examining physician;
ii. The child's medical history indicating, when applicable:
(1) Information on any condition or handicap affecting the child's

health; and
(2) Any recommendations for needed medical treatment and/or

program or environmental modifications, which the center shall
follow, including special requirements as to diet, rest, allergies,
avoidance of certain activities, and other care; and

iii. An up-to-date immunization record appropriate to the child's
age, or documentation that the child is under a prescribed medical
program to obtain immunizations, in accordance with the provisions
of N.J.A.c. 8:57-4.

3. For children enrolled in a public or private school, the center
shall obtain a written statement from each child's parent indicating:

i. That the child is in good health and can participate in the
normal activities of the program; and

ii. Any conditions or specific needs that may require special ac­
commodations.

4. The center shall ensure that the record specified in (a)2 above
has been submitted to the center, either:

i. Upon the child's admission; or
ii. Within 30 days of the child's admission, if the parent cannot

obtain prior documentation, provided that upon the child's ad­
mission, the parent provides a written statement:

iii. Individual parent/staff conferences.
2. The center shall advise the parents of enrolled children of the

center's policy for serving meals and snacks when the center is
operating on days when the child's school is not in session.

SUBCHAPTER 7. HEALTH REQUIREMENTS

10:122-7.1 Illnesses/communicable diseases
(a) A center that seeks to serve any children who have any of

the illnesses, symptoms of illnesses or diseases specified in (c) and
(d) below shall meet all applicable provisions of this subchapter and
all provisions of N.J.A.C. 10:122-8.

(b) Under no circumstances shall any center serve or admit any
child who has any illness, symptom of illness or disease that a
physician has determined require the child to be:

1. Confined to home under a physician's immediate care; or
2. Admitted to a hospital for medical care and treatment.
(c) The following provisions relate to illness and/or symptoms of

illness:
1. A center serving well children shall not permit a child who has

any of the illnesses or symptoms of illness specified in (c)li through
xv below to be admitted to the center on a given day unless medical
diagnosis from a licensed physician, which has been communicated
to the center in writing, or verbally with a written follow-up, indicates
that the child poses no serious health risk to himself or herself or
to other children. Such illnesses or symptoms of illness shall include,
but not be limited to, any of the following:

i. Severe pain or discomfort;
ii. Acute diarrhea, characterized as twice the child's usual frequen­

cy of bowel movements with a change to a looser consistency within
a period of 24 hours;

iii. Two or more episodes of acute vomiting within a period of
24 hours;

iv. Elevated oral temperature of 101.5 degrees Fahrenheit or over
or axillary temperature of 100.5 degrees Fahrenheit or over in
conjunction with behavior changes;

v. Sore throat or severe coughing;
vi. Yellow eyes or jaundiced skin;
vii. Red eyes with discharge;
viii. Infected, untreated skin patches;
ix. Difficult rapid breathing;
x. Skin rashes, excluding diaper rash, lasting more than one day;
xi. Weeping or bleeding skin lesions that have not been treated

by a physician or nurse;
xii. Swollen joints;
xiii. Visibly enlarged lymph nodes;
xiv. Stiff neck; or
xv. Blood in urine.
2. Once the child is symptom-free, or a licensed physician in­

dicates that the child poses no serious health risk to himself or
herself or to other children, the child may return to the center.

3. If a child who has already been admitted to the center manifests
any of the illnesses or symptoms of illness specified in (c)1 above,
the center shall remove the child from the group of well children
to a separate room or area, as specified in N.J.A.C. 10:122-5.2(q)4,
until:

i. He or she can be taken from the center; or
ii. The director or his or her designee has communicated verbally

with a licensed physician, who indicates that the child poses no
serious health risk to himself or herself or to other children, at which
time the child may return to the group.

(d) The following provisions relate to excludable communicable
diseases:

1. The center shall not permit a child or staff member with an
excludable communicable disease, as specified in the table below,
to be admitted to or remain at the center, until:

i. A note from the child's or staff member's licensed physician
states that the child or staff member, respectively, has been
diagnosed and presents no risk to himself, herself, or to others; or

Respiratory
Illnesses
Chicken Pox
German Measlest
Hemophilus Intluenzaet
Measlest
Meningococcust
Mumpst
Strep Throat
Tuberculosist
Whooping Cought

Gastro-Intestinal
Illnesses
Giardia Lambliat
Hepatitis At
Salmonellat
Shigellat

Contact
Illnesses
Impetigo
Lice
Scabies
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(1) Indicating that the requirements in (a)1 and 2ii above have
been met; and

(2) Giving the information required in (a)2ii(2) above, when ap­
plicable.

5. If immunizations are contraindicated for medical reasons, the
center shall require the parent to submit to the center a written
statement from a licensed physician attesting to the following:

i. The reason the immunization is medically contraindicated; and
ii. The specific time period that the immunization is medically

contraindicated.
6. Any child whose parent objects to a physical examination,

immunization or medical treatment for his or her child on grounds
that it conflicts with the tenets and practice of a recognized religion
of which the parent(s) or child is an adherent or member shall be
exempt from complying with such requirements, provided that the
parent(s) submits to the center upon the child's admission a signed
written statement that the physical examination, immunization or
medical treatment interferes with the free exercise of the child's
religious rights.

7. The immunization exemption may be suspended by the Bureau
during the existence of a health emergency, as determined by the
State Commissioner of Health.

(b) For school-age child care programs, the following shall apply:
1. The center shall obtain a written statement from each child's

parent indicating:
i. That the child is in good health and can participate in the

normal activities of the program; and
ii. Any conditions or special needs that may require special accom­

modations.

10:122-7.4 Health requirements for staff members
(a) Prior to or upon beginning work at the center, each staff

member whose job duties require contact with the children for at
least 20 percent of the center's weekly operating hours shall take
a Mantoux tuberculin skin test with five TV (tuberculin units) of
PPD tuberculin, except that the staff member shall have a chest x­
ray taken if he or she has had a previous positive Mantoux tuberculin
test. The staff member shall submit to the center written documenta­
tion of the results of the test and/or x-ray.

1. If the Mantoux tuberculin test result is insignificant (zero to
nine millimeters (mm) of induration), no further testing shall be
required. The Bureau or center may at any time require a staff
member to retake the Mantoux tuberculin test if there is reason
to believe or suspect that the staff member may have contracted
tuberculosis or if the State Department of Health recommends
retesting.

2. If the Mantoux tuberculin skin test result is significant (10 or
more mm of induration), the individual shall have a chest x-ray
taken. If the chest x-ray shows significant results, the staff member
shall not come in contact with the children unless he or she submits
to the center a written statement from a licensed physician certifying
that he or she poses no threat of tuberculosis contagion.

(b) Prior to beginning work, each staff member whose job duties
require contact with the children for at least 20 percent of the
center's weekly operating hours shall submit a written statement
from a licensed physician, indicating that he or she is in good health
and poses no health risk to persons at the center. Such statement
shall be based on a medical examination within the six months
immediately preceding such person's working at the center.

(c) The center shall maintain on file the results of each staff
member's:

1. Mantoux tuberculin test and/or chest x-ray when indicated; and
2. Physical examination.
(d) The sponsor or director shall exclude a staff member who:
1. Exhibits the illnesses or symptoms of illness or diseases

specified in N.J.A.C. 1O:122-7.1(c)1 and (d); or
2. Appears to be physically, emotionally or mentally impaired or

who appears to have a drug-induced or alcohol-induced condition
that would endanger the health, safety, and well-being of a child
while the child is in the staff member's care. The director shall
document the action taken to exclude the staff member and maintain

such documentation on file. The center shall not permit the staff
member to return to the center until the condition is no longer
present.

(e) When the affected staff member specified in (d) above serves
as the director, then the sponsor shall take the necessary action
specified above.

(f) When the affected staff member specified in (d) above is the
sponsor, then the Bureau shall take the necessary action specified
above.

10:122-7.5 Administration and control of prescription and non­
prescription medicines

(a) Centers that choose not to administer medication to a child
shall inform the parents of this policy prior to the child's enrollment.

(b) For centers that choose to allow prescription and non­
prescription medication to be dispensed to a child, the following shall
apply:

1. Medication shall be administered only after receipt of written
approval from the child's parent(s).

2. The director shall designate those staff members who are
authorized to administer medication to or supervise self-adminis­
tration of medication by those children whose parent(s) authorize
it.

3. All medication shall be kept either in a locked cabinet or in
an area that is inaccessible to the children.

4. The director shall ensure that the staff member(s) responsible
for administering medication are informed of every child's medica­
tion needs.

5. Any prescription medication for a child shall be:
i. Prescribed in the name of and specifically for the child; and
ii. Stored in its prescription container, which has been labeled with

the child's name, the name of the medication, the date it was
prescribed or updated and directions for its administration.

6. The center shall limit the dispensing of non-prescription over­
the-counter medication to the following types of medicines, which
shall be dispensed in accordance with the recommended dosage, age
and/or weight of the child, as indicated on the label:

i. Antihistamines/decongestants;
ii. Acetaminophens (aspirin substitutes);
iii. Cough suppressants; and
iv. Topical ointments.
7. The center may permit the dispensing of non-prescnptlOn

medication other than those listed in (b)6 above if the child's
physician authorizes it in writing.

8. Unused medication shall be returned to the parent(s) when no
longer being administered.

9. The center shall maintain on file a record of the following:
i. The child's name and parental authorization for the center to

administer medication;
ii. The name of the medication;
iii. The condition for which the medication is being used;
iv. The instructions for administration, including the dosage and

frequency;
v. The time and by whom medication was administered to a child;

and
vi. Any adverse effect the medication can have or has had on the

child.
(c) For early childhood programs, the following shall apply:
1. Centers that choose to administer medication shall ensure that

all medication is administered by designated staff.
(d) For school-age child care programs, the following shall apply:
1. Centers that permit a child to self-administer medication shall:
i. Obtain written authorization for self-administration from the

child's parent; and
ii. Ensure that the medication is administered under the

supervision of authorized staff.

10:122-7.6 Accident and injury to a child while in the center's care
(a) When an accident or injury requiring professional medical

care occurs to a child while in the center's care, the center shall
take immediate necessary action to protect the child from further
harm and immediately notify the child's parent(s) verbally.
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(b) The center shall maintain on file a record of accidents and
injuries sustained by a child requiring professional medical care while
under the center's supervision. The accident and injury record shall
include the following:

1. The name of the child involved in the accident or injury;
2. The date, time, and location of the accident or injury;
3. A written description of the following:
i. The accident;
ii. The injury to the child;
iii. The names of witnesses to the accident or injury; and
iv. The follow-up action taken by the center, including:
(1) Application of first aid; and
(2) Consultation or treatment by a licensed physician, if appli­

cable.
(c) Accidents or injuries not requiring professional medical care

shall be reported to the child's parent by the end of the day.
(d) Upon request of the child's parent, the center shall provide

a written description of the accident and/or injury by the end of
the next operating day.

10:122-7.7 Environmental sanitation requirements
(a) Disinfectants shall be used as follows:
1. The center shall disinfect those items specified in (a)3 below

with a solution that shall be either:
i. A commercially prepared disinfectant that indicates it kills

bacteria, viruses, and parasites. This solution shall be used in ac­
cordance with label instructions; or

ii. A self-made solution consisting of one-quarter cup of
household bleach to each gallon of water (one tablespoon per quart),
which shall be prepared daily and placed in a labeled, sealed con­
tainer.

2. All areas to be disinfected shall first be washed with soap and
water.

3. The schedule for disinfecting shall be as follows:
i. The following equipment items or surfaces shall be washed and

disinfected after each use:
(1) Washcloths made of fabric, when used for cleaning children;
(2) Thermometers;
(3) Items used by a child who becomes ill while at the center;

and
(4) Sleeping mats that are not stored separately.
ii. The following items shall be washed and disinfected at least

daily:
(1) Toilets and toilet seats;
(2) Sinks and sink faucets;
(3) Drinking fountains;
(4) Water table and water play equipment;
(5) Play tables; and
(6) Smooth surfaced non-porous floors in areas used by children.
iii. The following items shall be washed and disinfected at least

weekly:
(1) Cribs, cots, mats, playpens or other Bureau-approved sleeping

equipment; and
(2) Sheets, blankets or other coverings.
iv. Tables used by the children for eating shall be washed and

disinfected before each meal.
(b) Centers that maintain outside sandboxes or play areas contain-

ing sand shall ensure that:
1. Only asbestos-free sand is used; and
2. The sand is maintained in a safe and sanitary manner.
(c) Pets shall be permitted in a center only under the following

circumstances:
1. Pets kept by or located in the center, regardless of own~rship,

shall be:
i. Domesticated and non-aggressive;
ii. Free from disease;
iii. Vaccinated, if applicable, as prescribed by law or local or­

dinance. The record of the vaccinations shall be maintained on file,
along with the name and address of the licensed veterinarian provid­
ing care for the pet(s);

PROPOSALS

iv. If sick, removed from the area(s) occupied by children, until
the pet has been examined by a licensed veterinarian and has been
diagnosed as presenting no risk to the children;

v. Effectively controlled by leash, command or cage; and
vi. Prohibited from the following areas:
(1) Areas/surfaces used for food preparation, storage and/or

service;
(2) Areas used for cleaning or storing of food utensils and dishes;

and
(3) Toilet facilities.
2. Animal waste shall be disposed of in sealed plastic bags in the

outdoor garbage receptacle.
(d) Smoking shall be prohibited in all rooms, vehicles and outside

play areas while such rooms, vehicles and areas are occupied by
children.

(e) For early childhood programs, the following shall apply:
1. In addition to the items specified in (a)3 above, the following

equipment items or surfaces shall be washed and disinfected after
each use:

i. Toilet training chairs that have first been emptied into a toilet;
ii. Sinks and faucets used for rinsing a toilet training chair;
iii. Diapering surfaces;
iv. Toys mouthed by infants and toddlers before being given to

another child; and
v. Bottles, nipples and other feeding equipment.
2. All diaper pails and lids shall be disinfected daily.
3. Centers that toilet train children shall:
i. Utilize non-porous toilets, child-size toilets, toilet training chairs

(potties) or children's toilet seats for children being toilet trained;
ii. Ensure that toilet training chairs are not used in kitchens or

in the immediate area where meals are being served; and
iii. Advise parents of the center's toilet training policy.
4. Poisonous plants shall not be kept in the center or in the

outside play area used by the children.

10:122-7.8 Personal hygiene requirements
(a) Handwashing requirements are as follows:
1. The center shall ensure that children wash their hands with

soap and running water:
i. Before intake of food;
ii. Immediately after using the toilet or having diapers changed;
iii. Immediately after coming into contact with blood, fecal matter,

urine, vomit, nasal secretions or other body fluids or secretions; and
iv. Immediately after coming in contact with an animal's body

secretions.
2. When cloth towels are used by children, the towels shall be

designated soley for the individual child's use.
3. Staff members shall wash their hands with soap and running

water immediately:
i. Before preparing or serving food;
ii. After toileting;
iii. After assisting a child in toileting;
iv. After caring for a child who appears to be sick;
v. After coming in contact with an animal's body secretions; and
vi. After coming into contact with blood, fecal matter, urine,

vomit, nasal secretions or other body fluids or secretions.
(b) Staff members shall use disposable rubber gloves, which shall

be discarded after each use, when coming into contact with blood
or vomit.

(c) Centers that encourage children to brush their teeth while at
the center shall individually store toothbrushes in a manner which
prevents the toothbrushes from touching each other during storage.

(d) For early childhood programs, the following shall apply:
1. Diapering requirements for centers serving children who are

not toilet trained are as follows:
i. Staff members shall ensure that:
(1) Each child's diaper is changed when wet or soiled;
(2) Each child's bottom is washed and dried during each diaper

change with an individual disposable wash cloth, paper towel or
disposable diaper wipes; and

(3) The staff members' hands are washed after changing each
diaper.
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ii. Diapering area and surface requirements are as follows:
(1) Diapering shall not take place in an area or on a surface used

for food preparation, service or eating.
(2) The diapering area shall be within 15 feet of a sink that is

not used for food preparation.
(3) The diapering surface shall be flat, smooth, clean, dry, non-

absorbent, and in good repair.
iii. Diapering supply requirements are as follows:
(1) A supply of clean diapers shall always be available.
(2) Diapering supplies, including diapers, shall be stored in an

area out of the children's reach but easily accessible to staff members
during a diaper change.

(3) Equipment used for cleaning the diapering surface shall be
restricted for use in this area only and shall be disposable or
laundered in hot soapy water.

(4) Staff members who use disposable rubber gloves during a
diaper change shall dispose of these gloves after each use and shall
wash their hands.

iv. Soiled diapers shall be disposed of as follows:
(1) Soiled disposable diapers shall be placed in a closed container

that is lined with a leakproof or impervious lining. Such diapers shall
be removed from the center daily and placed in a closed garbage
receptacle outside the building.

(2) Soiled non-disposable diapers shall be placed in a sealed
plastic container that has been labeled with the child's name. Such
diapers shall be returned to the child's parent at the end of that
day.

2. Clothing requirements are as follows:
i. A child's clothing shall be changed when wet or soiled.
ii. The center shall ensure that a change of clothing is provided

for each child.
iii. Soiled clothes shall be:
(1) Placed in a sealed plastic container that has been labeled with

the child's name and returned to the child's parent at the end of
that day for laundering; or

(2) Laundered at the center in a washing machine.
iv. For clothing soiled with fecal matter, the stool shall be emptied

into the toilet.

10:122-7.9 Illness log
(a) For early childhood programs, the following shall apply:
1. The center shall maintain on file a log of the initial illnesses,

symptoms of illness or diseases that are exhibited by each child, as
specified in N.J.A.C. 1O:122-7.1(c) and (d). This illness log shall
include:

i. The child's name;
ii. The date and time the illness, symptoms of illness or diseases

were observed at the center, or the date and time the center was
notified of the child's illnesses, symptoms of illness or diseases by
the parent;

iii. A description of the symptoms of illness manifested by the
child;

iv. The action taken by the center to assist:
(1) The child who is demonstrating symptoms of illness; and/or
(2) The director in determining if exclusion of the child from the

center is necessary;
v. Any significant change in the child's symptoms of illness; and
vi. The date, if applicable, that:
(1) The child was removed from the center;
(2) The child returned to the center with a licensed physician's

note attesting to the child's admissibility to the center and recovery
from a reportable disease, as specified in NJ.A.C. 8:57; or

(3) The child returned to the center symptom-free.

10:122-7.10 Reporting of illnesses, injuries, and reportable diseases
(a) The director, upon learning that an enrolled child or staff

member at the center has been diagnosed as having contracted or
is suspected of having a reportable disease, as specified in NJ.A.C.
10:122-7.1(d), shall report this knowledge by the next working day
to the following:

1. The local health department; and
2. The Bureau of Licensing.

(b) The director shall report the occurrence of any injury or illness
that results in the admittance to a hospital or death of a child while
under the center's supervision to the Bureau by the next working
day after the center learns of the occurrence.

(c) The director, having knowledge that a child has been injured
by a dog, cat or other animal that is kept by or located at the center
and when no physician attends such child, shall, within 12 hours of
the injury, report the name, age, sex, and address of the child to
the local health department.

10:122-7.11 Information to parents regarding the management of
communicable diseases

(a) Each center shall develop a written policy on the management
of communicable diseases. This policy shall include the following:

1. The list of illnesses and/or symptoms of illness for which a child
will be separated from the group and possibly sent home, as specified
in N.J.A.C. 1O:122-7.1(c);

2. The list of diseases for which a child will not be readmitted
to the center unless accompanied by a statement from the child's
licensed physician, as specified in N.J.A.C. 1O:122-7.1(d); and

3. Assurance that during any outbreak of an excludable disease
at the center, as specified in NJ.A.C. 1O:122-7.1(d), each parent
whose child may have been exposed to the disease shall receive a
written notice of the outbreak.

(b) A copy of the center's policy on the management of com­
municable diseases shall be given to the parent of each child enrolled
in the center.

(c) Centers serving children who are sick shall comply with the
requirements for information to parents, as specified in N.J.A.C.
10:122-8.5(b).

SUBCHAPTER 8. REQUIREMENTS FOR CENTERS
SERVING SICK CHILDREN

10:122-8.1 Requirements for all centers serving sick children
(a) The provisions of this subchapter shall apply to any center

that chooses to serve the following:
1. Only children who have illnesses, symptoms of illness or dis­

eases, as specified in N.J.A.C. 1O:122-7.1(c) and (d); or
2. Some children who have illnesses, symptoms of illness or dis­

eases, as specified in N.J.A.C. 1O:122-7.1(c) and (d), as part of a
sick child care component of a center primarily serving well children.

(b) A center as set forth in (a) above shall also comply with all
applicable provisions of this chapter.

(c) The center shall maintain on file written policies and
procedures governing its operation, including:

1. Those categories of illness for which the center will provide
care;

2. The ages of children who will be served;
3. The center's infection control procedures;
4. The center's admission criteria, which shall include provisions

for conducting either:
i. A medical evaluation of arriving children by a New Jersey

licensed physician; or
ii. A physical assessment, known as a triage, of arriving children

by a registered nurse;
(1) The triage shall include, as appropriate to the demonstrated

symptoms, an assessment of the child's temperature; pulse; respira­
tion; skin; eyes; nose; throat; mouth; chest; abdomen; and/or ex­
tremities;

5. A provision encouraging the parents, before bringing the child
to the center, to call the center each day to:

i. Describe the child's illnesses, symptoms of illness or diseases;
and

ii. Determine if the center has an opening for the child;
6. For centers using a registered nurse as the admitting staff

member, the physical assessment criteria that are used to determine:
i. Appropriateness of a child's attendance at the center on that

day; or
ii. A child's need to be examined by a licensed physician, prior

to being admitted to the center on that day;
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7. The criteria and procedures for caring for or releasing children
whose illnesses, symptoms of illness or diseases have worsened;

8. Methods and frequency of identifying and recording
symptomatic changes throughout the day;

9. The preparation, frequency and serving of meals that are ap­
propriate for the child's illnesses, symptoms of illness or diseases;
and

10. The center's policy on communicating with parents concerning
the child's illnesses, symptoms of illness or diseases.

(d) The center shall arrange for a New Jersey licensed physician
to serve as its consulting physician, providing medical advice and
assistance on an on-call basis.

(e) The center shall have a governing board or an advisory board,
which shall oversee the development of and approve in writing its
policies and procedures, as specified in (c) above. The governing
or advisory board shall include at least two of the following licensed
health professionals:

1. A physician licensed by the New Jersey Board of Medical
Examiners; and/or

2. A registered nurse licensed by the New Jersey State Board of
Nursing; and/or

3. A local health official.
(f) The consulting physician shall approve in writing the policies

and procedures specified in (c) above.

10:122-8.2 Admission criteria
(a) The center shall not admit a sick child below three months

of age unless the child has been seen and diagnosed by his or her
licensed physician and the physician indicates in writing that the child
can be admitted.

(b) The center shall require that a parent or an adult authorized
by the parent accompany each child during admission to the center.

10:122-8.3 Requirements for additional staff for centers serving sick
children

(a) The staff requirements for centers serving sick children are
as follows:

1. In addition to the staff members required in N.J.A.C.
10:122-4.2, the center shall ensure that a physician licensed by the
New Jersey Board of Medical Examiners or a registered nurse
licensed by the New Jersey State Board of Nursing is at the center
during the hours children are in attendance.

2. The staff member specified in (a)1 above may also serve as
the head teacher, group teacher, or program supervisor where appli­
cable, provided that:

i. The person meets the staff qualification requirements for such
positions, based on the center size and type, as specified in N.J.A.C.
1O:122-4.5(b) through (d); or

ii. The person has two years of work experience with children of
the age group being served.

3. In centers that primarily serve well children and provide sick
care only as a component of the overall program, the physician or
registered nurse, as specified in (a)1 above, shall be required to be
at the center for at least 50 percent of the sick care component's
daily operating hours, and shall be on call and available to come
to the center immediately at all other times, provided that the
following conditions are met:

i. The physician or registered nurse is present at all times when
children are being admitted to the center;

ii. Sick care is provided only to children who are regularly enrolled
in the center's program serving well children;

iii. No more than eight children are served in the sick care
component at anyone time;

iv. Children under six months of age are not admitted to the sick
child care component at any time;

v. A child has attended the center's program serving well children
for at least 20 days before being allowed admission to the sick care
component;

vi. The physician or registered nurse assesses that no child will
be placed at risk during the time when the physician or registered
nurse is absent; and

PROPOSALS

vii. The on-call physician or nurse does not serve as the center's
head teacher.

4. In centers specified in (a)3 above, the provisions specified in
(a)3i through vii above need not be met if the physician or registered
nurse remains at the center during all hours the children are in
attendance.

(b) The responsibilities of the staff physician or registered nurse
are as follows:

1. The physician or registered nurse, as specified in (a)1 above,
shall be responsibile for developing and implementing the center's
medical program, including:

i. Conducting the daily admission assessment of each child, as
specified in N.J.A.C. 1O:122-8.1(c)4;

ii. Maintaining records on each child, as specified in N.J.A.C.
10:122-8.7(a); and

iii. Reviewing and administering medication, as specified in
N.J.A.C. 1O:122-7.5(b), as applicable for each child.

(c) The following staff/child ratios shall apply:

Age of Child Staff/Child Ratio
Birth to 3 months of age 1:1
3 months to 18 months of age 1:3
18 months to 21/2 years of age 1:5
2lf2 years of age and above 1:7

(d) Grouping of children shall be as follows:
1. The center shall group children according to the illnesses

categorized below:
i. Upper-respiratory;
ii. Gastro-intestinal;
iii. Chicken pox; and
iv. Any other illness that has been included in the center's ad­

mission policy.
(e) Additional staff training shall be provided as follows:
1. The center shall provide training for each new staff member

upon beginning work at the center and for all staff members
annually.

2. Such training shall include:
i. Basic knowledge of first aid principles;
ii. Recognizing the symptoms of illness;
iii. Feeding sick children;
iv. When and how to call for medical advice;
v. Taking children's temperatures;
vi. Any other care that may be required for admissible illnesses

and conditions;
vii. Infection control;
viii. Review of center policies and procedures;
ix. Child development, including activities for children who are

sick; and
x. Communicating with parents concerning a child's illness.

10:122-8.4 Requirements for additional physical facilities for
centers serving sick children

(a) There shall be a minimum of 50 square feet of net indoor
floor space for each child.

(b) An individual room or a specific area within a large room,
which is separated from other areas of the room by a partition or
room divider, shall be available to separate and prevent contact
between children who have different illnesses, symptoms of illness
or diseases.

(c) Centers whose policies allow for the care of children who have
chicken pox or other illnesses that require isolation shall provide
an isolation room for these children. Each isolation room shall have
the following:

1. Continuous barriers that are floor to ceiling in height; and
2. Its own toilet facility, unless children using the isolation room

can reach and use another toilet facility without coming into contact
with other children.

(d) The center shall provide soap for handwashing from a liquid
soap dispenser.

(e) The center shall conduct monthly fire drills that may, but are
not required to, involve children. The drills shall simulate closely
the procedures to be followed during an emergency evacuation.
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(f) Centers that serve only sick children shall not be required to
have the following:

1. An outdoor space for the children's physical activities or its
equivalent, as specified in N.J.A.C. 1O:122-5.2(s)7; and

2. A room or area in a separate section of the center for children
who become ill, as specified in N.J.A.C. 1O:122-5.2(q)4.

(g) Centers that have a sick child care component, as specified
in N.J.A.C. 1O:122-8.1(a)2, shall use separate play rooms and/or areas
and separate toilet facilities for sick and well children.

10:122-8.5 Program requirements for centers serving sick children
(a) The center shall develop and provide a variety of children's

planned daily activities that are appropriate for the needs and the
condition of children who are sick.

(b) The center shall make available to parents of prospective
enrollees information in writing on the center's program, including:

1. Illnesses, symptoms of illness or diseases for which the center
will provide care;

2. The center's admission criteria; and
3. The center's daily admitting procedures.

10:122-8.6 Sanitation and infection control
(a) The center shall ensure that all washable items of play equip­

ment, supplies and toys that one group of sick children, as specified
in N.J.A.C. 1O:122-8.3(d), have contacted are washed with soap and
water and disinfected before allowing them to be used by another
group of sick children.

(b) The center shall ensure that all personal items belonging to
a child are returned to the parent each day.

10:122-8.7 Requirements for additional records for centers serving
sick children

(a) The center shall maintain on file the following additional
records:

1. Admission assessment information on each child, as specified
in N.J.A.C. 1O:122-8.1(c)4;

2. The written policies and procedures developed by the center,
as specified in N.J.A.C. 1O:122-8.1(c);

3. The written approval of policies and procedures by the center's
governing board or advisory board and by the consulting physician,
as specified in N.J.A.C. 1O:122-8.l(e) and (f);

4. Documentation of the training provided to all staff members,
as specified in N.J.A.C. 1O:122-8.3(e); and

5. The information to parents document, as specified in NJ.A.C.
10:122-8.5(b).

SUBCHAPTER 9. TRANSPORTATION REQUIREMENTS

10:122-9.1 Scope; use of private passenger vehicles
(a) The provisions of this subchapter shall apply to:
1. Any center that provides or arranges for the provision of

transportation for children:
i. To or from their homes or other prearranged sites and the

center; and/or
ii. In connection with an activity (such as a field trip) conducted

by or through the auspices of the center; and
2. Any person or agency other than the center that provides or

arranges for the provision of transportation for compensation for
children to or from their homes and a center.

(b) Any center, person or agency, as defined in (a) above, also
shall comply with applicable provisions of New Jersey Division of
Motor Vehicles law, pursuant to N.J.S.A. 39:1-1 et seq. and the rules
promulgated thereunder, as specified in N.J.A.C. 13.

(c) The center may authorize staff members and/or parents of
enrolled children to utilize their own private passenger vehicles to
transport children from the center to and from scheduled center
field trips, outings or special events (such as visits to the zoo, library,
museum) or to transport children from the center to a hospital, clinic
or office for medical treatment, pursuant to NJ.S.A. 18A:39-20.1.
However, staff members and/or parents may be authorized to do
so only if:

1. The vehicle has a capacity of eight or fewer persons;

2. The driver possesses a valid automobile driver's license issued
by the New Jersey Division of Motor Vehicles, hereinafter referred
to as DMV;

3. The vehicle has a valid motor vehicle inspection sticker issued
by DMV;

4. The vehicle owner possesses vehicle liability insurance at least
at the minimum amounts required by New Jersey State insurance
law, pursuant to N.J.S.A. 17:28-1.1a;

5. The center maintains transportation records on every vehicle
utilized for the above, as specified in N.J.A.C. 10:122-9.7(b); and

6. The center ensures that the driver and/or additional adults
apply the safety practices, as specified in N.J.A.C. 10:122-9.5(a)
through (d) and (g) through (m).

10:122-9.2 Vehicle definitions
(a) A Type I School Bus means a bus with a capacity of 17 to

58 passengers, as indicated by the vehicle manufacturer.
(b) A Type II School Bus means a bus with a capacity of 10 to

16 passengers, as indicated by the vehicle manufacturer.
(c) A Type II School Vehicle means a vehicle with a capacity of

nine or fewer passengers, as indicated by the vehicle manufacturer,
and a minimum of three side entry doors.

10:122-9.3 Vehicle requirements
(a) For early childhood programs, the following shall apply:
1. The following requirements shall apply to vehicles utilized by

a center that provides or arranges for the transportation of enrolled
children to and from the center, as specified in N.J.A.C.
1O:122-9.1(a).

2. Each Type I School Bus shall:
i. Be equipped with school vehicle Type I, "SI" designated license

plates and a valid School Bus inspection sticker issued by DMV;
and

ii. Meet the specifications for Type I School Buses prescribed by
New Jersey Department of Education rules, as specified in N.J.A.C.
6:21-5, and that were applicable at the time the bus was manu­
factured.

3. Each Type II School Bus shall:
i. Have school vehicle Type II, "S2" designated license plates and

a valid School Bus inspection sticker issued by DMV;
ii. For Type II School Buses manufactured prior to April 1, 1977,

meet the specifications prescribed by New Jersey Department of
Human Services rules that were applicable at the time the bus was
manufactured; and

iii. For Type II School Buses manufactured after April 1, 1977,
be painted in the color of uniform national school bus yellow and
meet the specifications prescribed by New Jersey Department of
Education rules, as specified in N.J.A.C. 6:21-5.

4. Each Type II School Vehicle shall:
i. Have school vehicle Type II, "S2" designated license plates and

a valid School Bus inspection sticker issued by DMV;
ii. Have a maximum seating capacity that does not exceed the

number of seat belts installed;
iii. Have a minimum seat width allowance of 12 inches per child;
iv. Have seats and back rests securely fastened and facing forward;
v. Allow exiting from any seat in the vehicle with minimum unob-

structed clearance of 10 inches;
vi. Have no seat that requires the folding of any seat ahead of

it in order to permit exiting. Seats that are not facing forward or
that require the folding of any seat ahead of them in order to permit
exiting shall be removed or bolted down;

vii. Have seats upholstered with springs or foam rubber;
viii. Have padding around exposed metal bars in the vehicles to

prevent child impact;
ix. Have an operable heater capable of maintaining a temperature

of 50 degrees Fahrenheit; and
5. Each vehicle used by a center to provide transportation of

enrolled children to and from the center, as specified in NJ.A.C.
1O:122-9.1(a), shall be equipped with the following:

i. Three triangular portable red reflector warning devices;
ii. A fully charged fire extinguisher, with a gauge and with a

minimum underwriters' rating of 2A lOBC, which shall be located
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at the front and securely mounted to the right of the driver in a
way that does not constitute an obstruction or hazard to the
passengers;

iii. All-weather radial or snow tires from November 15 to April
1; and

iv. A removable, moisture-free and dust-proof first-aid kit, which
shall be located in an accessible place within the vehicle. A sign
indicating its location shall be placed on the dashboard. The first­
aid kit shall contain the following items:

(1) Two single units, one inch by 21/2 yards adhesive tape;
(2) Two single units, sterile gauze pads, three inch by three inch

(12 per unit);
(3) One single unit, 3/4 inch by three inch adhesive bandage (100

per unit);
(4) One single unit, two inch bandage compress (12 per unit);
(5) One single unit, three inch bandage compress (12 per unit);
(6) Two single units, two inch by six yards sterile gauze roller

bandage;
(7) Two single units, nonsterile triangular bandage, approximately

40 inch by 36 inch by 54 inch with two safety pins;
(8) Three single units, sterile gauze, 36 inch by 36 inch (U.S.P.

2428 count);
(9) Three single units, sterile eye pad (one per unit);
(10) One pair of scissors;
(11) A pad and sharpened pencil;
(12) One mouth to mouth airway; and
(13) One pair of latex gloves.
(b) For school-age child care programs, the following shall apply:
1. Centers may use vehicles other than school buses or school

vehicles provided that the vehicles:
i. Have a valid motor vehicle inspection sticker issued by DMV;
ii. Transport no more children than the manufacturer's capacity

specifications indicate and the maximum number of seat belts in­
stalled;

iii. Have seats and back rests securely fastened;
iv. Have padding around exposed metal bars in the vehicles to

prevent child impact;
v. Have an operable heater; and
vi. Are equipped with the following:
1. Three triangular portable red reflector warning devices;
2. A fully charged fire extinguisher, with a gauge and with a

minimum underwriters' rating of 2A lOBC, which shall be located
at the front and securely mounted to the right of the driver in a
way that does not constitute an obstruction or hazard to the
passengers;

3. All-weather radial or snow tires from November 15 to April
1; and

4. A removable first-aid kit, which shall be located in an accessible
place within the vehicle. A sign indicating its location shall be placed
on the dashboard. The first-aid kit shall contain the items specified
in (a)5 above.

10:122-9.4 Driver licensing requirements
(a) If a center uses a Type I School Bus, Type II School Bus

or a Type II School Vehicle, the center shall:
1. Meet all appropriate rules of the Division of Motor Vehicles

(DMV), Department of Education and/or Department of Human
Services; and

2. Ensure that the drivers of such vehicles possess a valid Class
B license for the New Jersey Type I School Bus, or possess a valid
Class C license for the New Jersey Type II School Bus or an out­
of-state equivalent license, as approved by the DMV.

(b) For school-age child care programs, a center using a vehicle
with a capacity of 17 or more passengers shall ensure that the drivers
of such vehicles possess the appropriate commercial driver's license,
as required by DMV.

10:122-9.5 Vehicle-related safety practices
(a) Children shall never be left unattended in a vehicle.
(b) Children shall be accepted and discharged from the curbside

of the vehicle.
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(c) The interior and exterior of each vehicle shall be maintained
in clean and safe condition, with clear passage to operable doors.

(d) All vehicles that are utilized to transport children below 18
months of age shall be equipped with car seats (child passenger
restraint systems) that meet Federal motor vehicle safety standards,
in accordance with provisions of DMV law, pursuant to N.J.S.A.
39:3-76.2a.

(e) The driver shall not transport more persons, including children
and adults, than:

1. The occupancy of the Type I School Bus, as indicated by the
vehicle manufacturer; or

2. The occupancy of the Type II School Bus or School Vehicle
or other approved vehicle, as determined by the number of operable
seat belts.

(f) The driver of and/or additional adult(s) on the Type I School
Bus shall ensure that:

1. All passengers are seated and remain seated when the bus is
in motion; and

2. All passengers below 18 months of age are secured in the
proper restraint system, as specified in (d) above, when the bus is
in motion.

(g) The driver of and/or additional adult(s) on the Type II School
Bus, School Vehicle and private passenger vehicle shall ensure that:

1. All passengers are seated and remain seated when the vehicle
is in motion; and

2. All passengers are secured in an operable seat belt or proper
restraint system, as specified in (d) above, when the vehicle is in
motion.

(h) There shall be no standees in any vehicle transporting
children.

(i) The driver shall conduct two emergency evacuation drills each
year for passengers who ride the Type I or Type II School Bus.

(j) The driver shall conduct a daily check of the vehicle, which
shall include all safety equipment, to ensure that the vehicle is in
sound operating condition.

(k) The driver shall conduct a check of the vehicle, after each
run is completed, to ensure that no child has been left on the vehicle.

(I) Smoking shall be prohibited in all vehicles when occupied by
children.

(m) For early childhood programs, the driver or additional
adult(s) shall ensure that each child discharged from the vehicle is
received by his or her parent or person designated by a child's
parent.

(n) For school-age child care programs, centers transporting 12
or more children shall have a minimum of one adult in addition
to the driver on each vehicle.

10:122-9.6 Vehicle insurance
Each center or person providing transportation services, as

specified in N.J.A.C. 1O:122-9.1(a), shall secure and maintain vehicle
liability insurance for bodily injury or death in minimum amounts
of $300,000 per person and $500,000 per accident.

10:122-9.7 Transportation records
(a) The center shall maintain on file a record of each child

transported, the name and address of each driver, a photostatic copy
of his or her valid commercial driver's license and the year, make
and model of each school bus or school vehicle used.

(b) For center-authorized drivers providing periodic transporta­
tion in private vehicles, the center shall maintain on file a checklist
indicating that the provisions specified in N.J.A.C. 1O:122-9.1(c)1
through 4 have been met.

(c) The center shall maintain on file the names and addresses
of the person(s) designated as the additional adult(s) and the license
numbers of the school bus(es) or vehicle(s) to which they are
assigned.

(d) The center shall maintain on file inspection and maintenance
records for each school bus or school vehicle used by the center
to transport children. Such records shall include:

1. The vehicle's New Jersey registration number, make, serial
number, and the number of ply and size of all tires;
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2. The nature and date of every vehicle inspection and repair;
and

3. For vehicles that have been leased or otherwise contracted for,
the name and address of the leaser or contractor furnishing the
vehicle.

(e) The records specified in (d) above shall be retained in the
center's files for the life of the vehicle.

(f) Documentation of emergency evacuation drills for all
passengers who ride the Type I or Type II School Bus shall be
maintained in a log containing the following information:

1. The date of the drill;
2. The number of passengers;
3. The time taken to evacuate the bus; and
4. The signature of the person conducting the drill.
(g) If transportation services are provided by the center, or by

a firm under contract to or other arrangement with the center, the
center shall maintain on file a copy of its own vehicle liability
insurance, or of that firm's name and vehicle liability insurance
coverage in the amount(s) specified in N.JAC. 10:122-9.6.

(h) For school-age child care programs, the following shall apply:
1. The center shall obtain written authorization from the parent

or guardian before transporting a child to or from the center.

10:122-9.8 Special requirements for physically handicapped, non­
ambulatory children

(a) For centers providing or arranging for transportation services
for physically handicapped children who are non-ambulatory, the
following additional requirements shall be met:

1. A ramp device or a hydraulic lift shall be provided with a lift
minimum pay load of 600 pounds;

2. Wheelchairs shall be securely fastened and face forward;
3. The arrangements of the wheelchairs shall not impede access

to the emergency or exit door;
4. If a ramp device is installed, it shall:
i. Have a non-skid surface;
ii. Be securely stored and protected from the elements when not

in use; and
iii. Have at least three feet of length for each foot of incline;
5. Seat belts or other restraints approved by DMV shall be in­

stalled for each passenger, including those seated in wheelchairs; and
6. Any aisle leading from a wheelchair position to the emergency

exit door shall be a minimum width of 30 inches.

10:122-9.9 Special requirements to prevent child abuse and/or
neglect

(a) For early childhood programs, the following shall apply:
1. When seven or more children who are 21/2 years of age or older

are being transported, there shall be one adult in addition to the
driver who remains in the vehicle when it is in motion, and who
remains within sight of the vehicle when it has stopped to accept
or discharge children, from the time the first child is picked up until
the last child has reached his or her destination.

2. When between four and 12 children who are below 21/2 years
of age are being transported, there shall be one adult in addition
to the driver who remains in the vehicle when it is in motion, and
who remains within sight of the vehicle when it has stopped to accept
or discharge children, from the time the first child is picked up until
the last child has reached his or her destination.

3. When 13 or more children who are below 21/2 years of age are
being transported, there shall be two adults in addition to the driver
who remain in the vehicle when it is in motion, and who remain
within sight of the vehicle when it has stopped to accept or discharge
children, until fewer than 13 children remain, at which time one
adult in addition to the driver shall remain until the last child has
reached his or her destination.

INSURANCE
(a)

SMALL EMPLOYER HEALTH BENEFITS PROGRAM
BOARD

Small Employer Health Benefits Program
Proposed Amendments: N.J.A.C. 11:21-1.2 and 4.1,

and Exhibits A, F, G, H, I and K of the Appendix
to N.J.A.C. 11 :21

Proposed New Rules: Exhibits V, W, X, V, Z and AA
to the Appendix to N.J.A.C. 11 :21

Authorized By: New Jersey Small Employer Health Benefits
Program Board, Maureen Lopes, Chairperson.

Authority: N.J.S.A. 17B:27A-17 et seq., as amended by PL. 1993,
c.162, Section 16.

Proposal Number: PRN 1993-632.
A public hearing concerning these proposed regulations will be held

by the Small Employer Health Benefits Board on Wednesday, November
3, 1993 at 9:30 A.M. at the following address:

Mary G. Roebling Building
Second Floor
20 West State Street
Trenton, NJ 08625

Submit written comments by November 8, 1993 to:
Interim Administrator
New Jersey Small Employer Health Benefits Program
SEH Box 1
c/o The Prudential Insurance Co. of America
P.O. Box 4080
Iselin, New Jersey 08830

The agency proposal follows:

Summary
These amendments and new Exhibits are being proposed pursuant to

the Small Employer Health Benefits Program, P.L. 1992, c.l62 enacted
November 30, 1992 and amended June 30, 1993, P.L. 1993, c.162
(N.J.SA 17B:27A-17 et seq.) ("The Act").

The Small Employer Health Benefits Program ("SEH") Board of
Directors ("Board") is proposing these amendments and new Exhibits
in accordance with the procedure set forth in P.L. 1993, c.162, Section
16(a) through (f) which sets forth a procedure which the Board may
follow to adopt actions, notwithstanding the provisions of P.L. 1968, c.410
(N.J.S.A. 52:14B-l et seq.). Section 16 generally provides that prior to
the adoption of health benefits plans, the Board shall publish notice of
its intended action in three newspapers of general circulation, and mail
same to those persons and entities specified in Section 16. The Board
is further required to forward the notice of intended action and detailed
description to the Office of Administrative Law for publication in the
New Jersey Register. The Board is required to hold a public hearing
on the establishment and modification of health benefits plans, which
hearing has been scheduled by the Board for November 3, 1993. The
Board is also required to provide all interested persons an opportunity
to comment in writing on the intended action. The Board has established
November 8, 1993 as the date by which all written comments must be
received. The Board will take final action on these proposed amendments
immediately following the close of the public comment period. The final
action shall be effective on the date the amendments, as adopted by
the Board, are submitted to the Office of Administrative Law for publica­
tion in the New Jersey Register, or such later date as the Board may
establish pursuant to P.L. 1993, c.162, Section 16(e).

In accordance with the Act, insurance companies, health service cor­
porations, hospital service corporations, medical service corporations,
health maintenance organizations, and multiple employer arrangements
offering health benefits plans for small employer (collectively, "carrier")
must offer, as a condition of transacting business in this State, health
benefits plans promulgated by the SEH Board. The Board is given broad
powers to oversee the program including authority to define the
provisions of the small employer health benefits plans.

The amendments and new Exhibits proposed herein are in response
to comments received by the Board to its proposed new rules setting
forth, among other things, the standard health benefits plans required
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to be promulgated pursuant to N.J.S.A. 17B:27A-33, as well as in
response to comments received from the Department of Insurance dur­
ing its review of the health benefit plans. The rules and Exhibits A
through M, proposed July 12, 1993, and appearing at 25 N.J.R.
3597-3681, have been adopted by the Board with substantive and techni­
cal changes not requiring additional notice and comment. The Board
filed its adoption with the Office of Administrative Law on October 15,
1993, and the notice of adoption is published elsewhere in this issue
of the New Jersey Register.

The proposed amendments set forth here are changes which the Board
determined required new notice subject to a new comment period. The
proposed amendments are summarized below.

The definition of "health benefits plan," set forth at N.J.A.C. 11:21-1.2,
has been amended to exclude a class of hospital confinement indemnity
policies. Concurrently, Exhibits A, F and G have been amended to
prohibit coordination of benefits with such excluded hospital confinement
indemnity plans when the employee pays the full premium for that plan.
These proposed amendments are intended to promote greater consisten­
cy between rules adopted by the Department of Insurance (N.J.A.C.
11:4-28) and the Individual Health Coverage Program (N.J.A.C.
11 :20-1.2).

Several amendments are being proposed to N.J.A.C. 11:21-4.1. First,
at proposed N.J.A.C. 11:21-4.1(a)1 and (b)l, carriers are being allowed
to use language alternative to the utilization review provisions adopted
by the Board (if they use utilization review at all). Such alternative
language, however, is subject to the same review and approval procedures
applicable to the standard health benefits plan.

Second, at proposed N.J.A.C. 11:21-4.1(e) through (j), carriers are
being required to provide employees with standard certificates of cov­
erage, appropriate to the standard health benefits plan under which the
employee is insured or enrolled.

Several amendments are being proposed to Exhibits A, F and G (that
is, Plan A, B, C, D, E and HMO Plan). These include:

a. The definition of "Experimental and Investigational" is being
proposed for amendment to alter the criteria used to determine whether
to consider covering charges for prescription drugs used for purposes
other than that for which they were approved by the FDA (if approved
by the FDA).

b. The definition of "Reasonable and Customary" is proposed for
amendment to alter the criteria of determining the appropriate level at
which to reimburse provider charges.

c. The paragraph regarding covered transplants is being proposed for
amendment to include coverage of charges related to autologous bone
marrow transplants used with high dose chemotherapy treatment of
breast cancer, when the covered person is receiving such treatments as
part of a National Cancer Institute clinical study.

d. The paragraph regarding "Waiting Periods" is being proposed for
amendment to make the variable maximum six months at the small
employer's option.

Additional amendments are being proposed for Exhibits A and F
(Plans A, B, C, D and E), which are summarized as follows:

a. The paragraphs addressing Utilization Review, Required Hospital
Stay Review, Required Pre-Surgical Review, Alternate Treatment
Features and Centers of Excellence Features are being proposed to
become variable features of the contracts.

b. The Payment of Claims provision is being proposed for amendment
to include two variable sentences, accommodating the separate statutory
rights and obligations of different types of carriers.

c. The Extended Care or Rehabilitation Charges provision is proposed
for amendment to make the provision consistent with rules of the
Department of Insurance (N.J.A.C. 11:4-16) and current group contract
practice.

Additional amendments proposed for Exhibits F and G (Plans B, C,
D, E and HMO Plan) regard the Prescription Drug Benefit within the
plans. The proposed amendment would make the language of the
Prescription Drug provision consistent with the proposed amendments
to the definition of "Experimental and InvestigationaL"

An additional proposed amendment to Exhibit A (Plan A) is being
made to clarify that the 30 day benefit limit on cognitive and speech
therapy is a combined limit, consistent with Plans B, C, D, E and HMO
Plan.

Amendments are being proposed to Exhibits Hand J, Parts 1, 2 and
3 of each (the Prescription Drug Riders for Plans A, B, C, D, E and
HMO Plan). The proposed amendments revise the riders with respect
to what prescriptions will be covered to make the riders consistent with
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the prescription drug benefit in the underlying plan. Definitions are also
being revised.

Amendments are being proposed to Exhibit I (the Mental and Nervous
Conditions and Substance Abuse Benefits rider) to clarify that when the
rider is used, the prescription drug benefit in the underlying plan will
cover drugs prescribed for the treatment of the condition.

Amendments are also being proposed to Exhibit K, Parts 1 and 2
(Explanation of Brackets) to explain additional variables being proposed
in the foregoing exhibits.

New exhibits to the Appendix to N.J.A.C. 11:21 are being proposed
as follows:

Exhibit V is the Employee Certificate for Plan A.
Exhibit W is the Employee Certificate for Plans B, C, D and E.
Exhibit X is the Explanation of Brackets for all of the Employee

Certificates.
Exhibit Y is the Employee Certificate for HMO Plan.
Exhibit Z sets forth the Employee Certificate for the prescription drug

benefit and mental and nervous condition benefit riders applicable to
Plans B, C, D and E.

Exhibit AA sets forth the Employee Certificate for the prescription
drug benefit riders applicable to HMO Plan.

Social Impact
The amendments being proposed satisfy three goals: to make the

Board's rules and standard health benefits plans consistent with current
State and Federal laws (and trends); to revise certain benefits and
language in response to concerns expressed by consumers and carriers
alike; and to assure internal consistency within the plan designs. The
social impact intended is to produce health benefits plans and employee
certificates which are more easily understood by the consumer, more
easily administered by the carrier, and which provide benefits or services
in a reasonably fair and economical fashion. The social impact should
be positive for all interested and concerned parties.

Economic Impact
With the exception of the proposed amendment at N.J.A.C.

11:21-4.1(e) through (j), and Exhibits V through AA of the Appendix
to N.J.A.C. 11:21, the proposed amendments will have little or no
economic impact upon carriers or small employers and their employees.
The requirement that carriers provide standardized employee certificates
(N.J.A.C. 11:21-4.1(e) through (j) and accompanying Exhibits) will have
an economic impact upon carriers, but not an unexpected one. Carriers
have to develop employee certificates in any instance and the Board has
developed standardized Certificates to correspond to the five health
benefits plans and riders.

Carriers should note that the Board intends to make the standard
health benefits plans and employee certificates available on disc upon
request and for a nominal fee. More information on this will be made
available at a later date.

Regulatory Flexibility Analysis
The proposed amendments do not impose additional recordkeeping

or reporting requirements, but do impose additional compliance require­
ments, as described in the foregoing Summary. The additional com­
pliance requirements affect carriers only, and are ones (provision of
employee certificates) which should have been anticipated. Although the
compliance requirement is new with respect to the SEH Program it is
consistent with current industry requirements under New Jersey law. The
only difference is that the employee certificates are standardized.

Assuming one or more carriers subject to these proposed amendments
are small businesses, as defined in the Regulatory Flexibility Act, N.J.S.A.
52:14B-16 et seq., the Board does not believe relaxation of the com­
pliance requirements of these amendments is warranted. The underlying
legislation of the SEH Program is intended to standardize the small
employer segment of the insurance market. Different rules applicable
to carriers that qualify as small businesses would be inconsistent with
this clearly stated legislative intent.

Full text of the proposed amendments follows (additions indicated
in boldface thus; deletions indicated in cursive brackets (thusJ):

SUBCHAPTER 1. GENERAL PROVISIONS

11:21-1.2 Definitions
Words and terms contained in the Act, when used in this chapter,

shall have the meanings as defined in the Act, unless the context

(CITE 25 N.,J.R. 5018) NEW JERSEY REGISTER, MONDAY, NOVEMBER 15, 1993

You're viewing an archived copy from the New Jersey State Library.



PROPOSALS Interested Persons see Inside Front Cover INSURANCE

clearly indicates otherwise, or as such words and terms are further
defined by this chapter.

"Health benefits plan" means any hospital and medical expense
insurance policy or certificate; health, hospital, or medical service
corporation contract or certificate; or health maintenance organiza­
tion subscriber contract or certificate delivered or issued for delivery
in this State by any carrier to a small employer group pursuant to
section 3 of the Act (N.J.S.A. 17B:27A-19). For purposes of this
act, "health benefits plan" excludes the following plans, policies, or
contracts: accident only, credit, disability, long-term care, coverage
for Medicare services pursuant to a contract with the United States
government, Medicare supplement, dental only or vision only, in­
surance issued as a supplement to liability insurance, coverage arising
out of a workers' compensation or similar law, automobile medical
payment insurance, or personal injury protection coverage issued
pursuant to P.L. 1972, c.70 (N.J.S.A. 39:6A-l et seq.). A "health
benefits plan" also does not include any group or group type sup­
plemental hospital indemnity benefits program wherein the benefit
does not exceed $250.00 per day. A hospital indemnity benefits
program does not fail to meet the test therein so long as the benefit
paid for the first two days of hospitalization does not exceed that
which would be paid under the following formula:

lst day benefit - 2nd day benefit 2nd day
+ benefit ~ $250

5

SUBCHAPTER 4. POLICY FORMS

11:21-4.1 Policy forms
(a) Members shall use the standard policy forms for Plans A, B,

C, D and E which are set forth in the Appendix to this chapter
as Exhibits A through F, subject to the "Explanation of Brackets
(Plans A, B, C, D)" set forth in Exhibit K, Part 1 of the Appendix,
incorporated herein by reference.

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

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

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

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

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

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

i. A small employer carrier shall submit its alternative method
of utilization review in triplicate to the Board at the address
specified at N,J.A.C. 11:21-1.3. The submission shall include an
explanation why the alternative method of utilization review is
reasonable and a statement that the carrier shall apply the alterna­
tive method of utilization review uniformly to all small employer

health benefits plans and to all small employers. The submission
shall be certified by a duly authorized officer of the carrier.

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

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

(c)-(d) (No change.)
(e) Members shall use the standard small group health benefits

certificate for Plan A which is set forth in the Appendix to this
chapter as Exhibit V, subject to the "Explanation of Brackets­
Certificate Forms" set forth in Exhibit X, Part 1 of the Appendix,
incorporated herein by reference.

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

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

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

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

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

EXHIBIT A

CLAIMS PROVISIONS

PAYMENT OF CLAIMS

f. any unpaid provider of health care services.
When an Employee files proof of loss, he or she may direct [Carrier],
in writing, to pay health care benefits to the recognized provider of
health care who provided the covered service for which benefits became
payable. [[Carrier] may honor such direction at [Carrier's] option.]
[For covered services from an eligible Facility or Practitioner, [Carrier]
will determine to pay either the Covered Person or the Facility or the
Practitioner.] The Employee may not assign his or her right to take
legal action under this Policy to such provider.

DEFINITIONS

Experimental or Investigational means [Carrier] determines a service or
supply is:

[Carrier] will also not cover any technology or any hospitalization primari­
ly to receive such technology if such technology is obsolete or ineffective
and is not used generally by the medical community for the particular
diagnosis or treatment of a particular condition.
Governmental approval of technology is not necessarily sufficient to
render it of proven benefit or appropriate or effective for a particular
diagnosis or treatment of a particular condition, as explained below.
[Carrier] will apply the following five criteria in determining whether
services or supplies are Experimental or Investigational:

a. Any medical device, drug, or biological product must have received
final approval to market by the FDA for the particular diagnosis or
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condition. Any other approval granted as an interim step in the FDA
regulatory process, e.g., an Investigational Device Exemption or an
Investigational New Drug Exemption, is not sufficient. Once FDA ap­
proval has been granted for a particular diagnosis or condition, use of
the medical device, drug or biological product for another diagnosis or
condition will require that one or more of the following established
reference compendia:

1. The American Medical Association Drug Evaluations;
2. The American Hospital Formulary Service Drug Information;

or
3. The United States Pharmacopeia Drug Information

recognize the usage as appropriate medical treatment. As an alternative
to such recognition in one or more of the compendia, the usage of the
drug will be recognized as appropriate if it is supported by the
preponderance of evidence that exists in clinical studies that are re­
ported in major peer-reviewed medical literature or review articles that
are reported in major peer-reviewed medical literature. A medical device,
drug, or biological product that meets the above tests will not be
considered Experimental or Investigational.
In any event, any drug which the Food and Drug Administration has
determined to be contraindicated for the specific treatment for which
the drug has been prescribed will be considered Experimental or In­
vestigational.
b. Conclusive evidence from the published peer-reviewed medical
literature must exist that the technology has a definite positive effect
on health outcomes; such evidence must include well-designed investiga­
tions that have been reproduced by non affiliated authoritative sources,
with measurable results, backed up by the positive endorsements of
national medical bodies or panels regarding scientific efficacy and ra­
tionale;

Provider means a recognized Facility or Practitioner of health care in
accordance with the terms of this Policy.
Reasonable and Customary means an amount that is not more than the
[lesser of:
• the] usual or customary charge for the service or supply as de­

termined by [Carrier], based on a standard approved by the Board[;
or

• the negotiated fee scbedule.]
The Board will decide a standard for what is Reasonable and Customary
under this Policy. The chosen standard is an amount which is most
often charged for a given service by a Provider within the same geo­
graphic area.

EMPLOYEE COVERAGE

[The Waiting Period
This Policy has the following waiting periods:
Employees in an eligible class on the Effective Date, who have completed
at least [6] months of continuous Full-Time service with the Employer
by that date, are eligible for insurance under this Policy from the
Effective Date.
Employees in an eligible class on the Effective Date, who have not
completed at least [6] months of continuous Full-Time service with the
Employer by tbat date, are eligihle for insurance under tbis Policy from
the day after Employees complete [6] months of continuous Full-Time
service.
Employees who enter an eligible class after the Effective Date are eligible
for insurance under this Policy from the day after Employees complete
[6] months of continuous Full-Time service with the Employer.]

COVERED CHARGES

Extended Care or Rehabilitation Charges

And [Carrier] covers all other Medically Necessary and Appropriate
services and supplies provided to a Covered Person during the confine­
ment. But the confinement must:

a. (Reserved) I start within 14 days of a Hospital stay; and

PROPOSALS

b. be due to the same or a related condition that necessitated the
Hospital stay.

COVERED CHARGES WITH SPECIAL LIMITATIONS

Therapy Services

f. Speech Therapy-treatment for the correction of a speech impairment
resulting from Illness, Surgery, Injury, congenital anomaly, or previous
therapeutic processes.
Coverage for Cognitive Rehabilitation Therapy and Speech Therapy,
combined, is limited to 30 visits per Calendar Year.
g. Occupational Therapy-treatment to restore a physically disabled
person's ability to perform the ordinary tasks of daily living.

PREVENTIVE CARE

IMPORTANT NOTICE

[This Policy has utilization review features. Under these features,
[ABC-Systems, a health care review organization] reviews Hospital
admissions and Surgery performed outside of a Practitioner's office [for
Carrier]. These features must be complied with if a Covered Person:

a. is admitted as an Inpatient to a Hospital, or
b. is advised to enter a Hospital or have Surgery performed outside

of a Practitioner's office. If a Covered Person does not comply with these
utilization review features, he or she will not be eligible for full benefits
under this Policy. See the Utiliztllion Review Features section for details.]
[This Poliey has alternate treatment features. Under these features,
[DEF, a Case Coordinator] reviews a Covered Person's medical needs
in clinical situations with the potential for catastrophic claims to de­
termine whether alternative treatment may be available and appropriate.
See the Alternate Treatment FeoJures section for details.]
[This Policy has centers of excellence features. Under these features,
a Covered Person may obtain necessary care and treatment from
Providers with whom [Carrier] has entered into agreements. See the
Centers of Excellence Features section for details.]
[What [Carrier] pays is subject to all of the terms of this Policy. Read
this Policy carefully and keep it available when consulting a Practitioner.
If an Employee has any questions after reading this Policy he or she
should [call The Group Claim Omce at the number shown on his or
her identification card.]
Tbis Policy is not responsible for medical or other results arising directly
or indirectly from the Covered Person's participation in these Utilization
Review Features.]

{UTILIZATION REVIEW FEATURES

Important Notice: If a Covered Person does not comply with this Poliq's
utilization review features, he or she wiU not be eligible for fuU benefits under
this Policy.
Compliance with this Policy's utilization review features does not
guarantee what [Carrier] will pay for Covered Charges. What [Carrier]
pays is based on:

a. the Covered Charges actually incurred;
b. the Covered Person being eligible for coverage under this Policy

at the time the Covered Charges are incurred; and
c. the Cash Deductible, Co-Payment and Co-Insurance provisions,

and all of the other terms of this Policy.

Definitions

"Hospital admission" means admission of a Covered Person to a
Hospital as an Inpatient for Medically Necessary and Appropriate care
and treatment of an Illness or Injury.
[Carrier] calls a Hospital admission or Surgery "emergency" if, after
an evaluation of the Covered Person's condition, the attending Practi·
tioner determines that failure to make the admission or perform the
Surgery immediately would pose a serious threat to the Covered Person's
life or health. A Hospital admission or Surgery made or performed for
the convenience of Practitioners or patients is not an emergency.
By "covered professional charges for Surgery" [Carrier] means Covered
Charges that are made by a Practitioner for performing Surgery. Any
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surgical charge which is not a Covered Charge under the terms of this
Policy is not payable under this Policy.
"Regular working day" means [Monday through Friday from 9 a.m. to
9 p.m. Eastern Time,] not including legal holidays.

Grievance Procedure
If a Covered Person is not satisfied with a utilization review decision,
the Covered Person or the Covered Person's Practitioner may appeal
such decision by calling [ABC]. A Nurse reviewer will collect any ad­
ditional medical information required and submit the case to a second
[ABC] medical review physician. This physician will discuss the case
with the physician reviewer who made the initial decision. The second
medical review physician will then discuss the case with the Covered
Person's Practitioner. The Covered Person's Practitioner is then notified
of the appeal's recommendation and referred to the [Carrier] for any
further appeals.])

[REQUIRED HOSPITAL STAY REVIEW

Important Notice: If a Covered Person does not comply with these Hospital
stay review features, he or she wiU not be eligible for fuU benefits under this
Policy.

Notice of Hospital Admission Required

[Carrier] requires notice of all Hospital admissions. The times and
manner in which the notice must be given is described below. When
a Covered Person does not comply with the requirements of this section
[Carrier] reduces what it pays for covered Hospital charges as a penalty.

Pre-Hospital Review

All non-emergency Hospital admissions must be reviewed by [ABC]
before they occur. The Covered Person or the Covered Person's Practi­
tioner must notify [ABC] and request a pre-hospital review. [ABC] must
receive the notice and request as soon as possible before the admission
is scheduled to occur. For a maternity admission, a Covered Person or
his or her Practitioner must notify [ABC] and request a pre-hospital
review at least [60 days] before the expected date of delivery, or as soon
as reasonably possible.
When [ABC] receives the notice and request, [they] evaluate:

a. the Medical Necessity and Appropriateness of the Hospital ad­
mission;

b. the anticipated length of stay; and
c. the appropriateness of health care alternatives, like home health

care or other out-patient care.
[ABC] notifies the Covered Person's Practitioner, [by phone, of the
outcome of their review. And [they] confirm the outcome of [their]
review in writing.]
If [ABC] authorizes a Hospital admission, the authorization is valid
for:

a. the specified Hospital;
b. the named attending Practitioner; and
c. the authorized length of stay.

The authorization becomes invalid and the Covered Person's admission
must be reviewed by [ABC] again if:

a. he or she enters a Facility other than the specified Facility;
b. he or she changes attending Practitioners; or
c. more than [60 days] elapse between the time he or she obtains

authorization and the time he or she enters the Hospital, except in the
case of a maternity admission.

Emergency Admission
[ABC] must be notified of all emergency admission by phone. This must
be done by the Covered Person or the Covered Person's Practitioner
no later than the end of the next regular working day, or as soon as
possible after the admission occurs.
When [ABC] is notified [by phone,] they require the following informa­
tion:

a. the Covered Person's name, social security number and date of
birth;

b. the Covered Person group plan number;
c. the reason for the admission;
d. the name and location of the Hospital;
e. when the admission occurred; and
f. the name of the Covered Person's Practitioner.

Continued Stay Review

The Covered Person, or his or her Practitioner, must request a continued
stay review for any emergency admission. This must be done at the time
[ABC] is notified of such admission.
The Covered Person, or his or her Practitioner, must also initiate a
continued stay review whenever it is Medically Necessary and Ap­
propriate to change the authorized length of a Hospital stay. This must
be done before the end of the previously authorized length of stay.
[ABC] also has the right to initiate a continued stay review of any
Hospital admission. And [ABC] may contact the Covered Person's
Practitioner or Hospital by phone or in writing.
In case of an emergency admission, the continued stay review evaluates:

a. the Medical Necessity and Appropriateness of the Hospital ad­
mission;

b. the anticipated length of stay; and
c. the appropriateness of health care alternatives.

In all other cases, the continued stay review evaluates:
a. the Medical Necessity and Appropriateness of extending the

authorized length of stay; and
b. the appropriateness of health care alternatives.

[ABC] notifies the Covered Person's Practitioner [by phone, of the
outcome of the review. And [ABC] confirms the outcome of the review
in writing.] The notice always includes any newly authorized length of
stay.

Penalties for Non-Compliance

In the case of a non-emergency Hospital admission, as a penalty for
non-compliance, [(Carrier] reduces what it pays for covered Hospital
charges, by 50%] if:

a. the Covered Person does not request a pre-hospital review; or
b. the Covered Person does not request a pre-hospital review as soon

as reasonably possihle before the Hospital admission is scheduled to
occur; or

c. [ABC's] authorization becomes invalid and the Covered Person
does not obtain a new one; or

d. [ABC] does not authorize the Hospital admission.
In the case of an emergency admission, as a penalty for non-compliance,
[[Carrier] reduces what it pays for covered Hospital charges by
50%], if:

a. [ABC] is not notified of the admission at the times and in the
manner described above;

b. the Covered Person does not request a continued stay review; or
c. the Covered Person does not receive authorization for such con­

tinued stay.
The penalty applies to covered Hospital charges incurred after the
applicable time limit allowed for giving notice ends.
For any Hospital admission, if a Covered Person stays in the Hospital
longer than [ABC] authorizes, [Carrier] reduces what it pays for covered
Hospital charges incurred after the authorized length of stay ends by
50% as a penalty for non-compliance.
Penalties cannot be used to meet this Policy's:

a. Cash Deductible; or
b. Co-Insurance Caps.]

[REQUIRED PRE-SURGICAL REVIEW

Important Notice: If a Covered Person does not comply with these pre-surgical
review features, he or she wiU not be eligible for fuU benefits under this Policy.
[Carrier] requires a Covered Person to get a pre-surgical review for
any non-emergency procedure performed outside of a Practitioner's
office. When a Covered Person does not comply with the requirements
of this section [Carrier] reduces what it pays for covered professional
charges for Surgery, as a penalty.
The Covered Person or his or her Practitioner, must request a pre­
surgical review from [ABC]. [ABC] must receive the request at least
24 hours before the Surgery is scheduled to occur. If the Surgery is
being done in a Hospital, on an Inpatient basis, the pre-surgical review
request should be made at the same time as the request for a pre­
hospital review.
When [ABC] receives the request, they evaluate the Medical Necessity
and Appropriateness of the Surgery and they either:

a. approve the proposed Surgery, or
b. require a second surgical opinion regarding the need for the

Surgery.
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[ABC] notifies the Covered Person's Practitioner, [by phone, of the
outcome of the review. [ABC] also confirms the outcome of the review
in writing.]

Required Second Surgical Opinion
If [ABC's] review does not confirm the Medical Necessity and Ap­
propriateness of the Surgery, the Covered Person must obtain a second
surgical opinion in order to get full benefits under this Policy. If the
second opinion does not confirm the medical necessity of the Surgery,
the Covered Person may obtain a third opinion, although he or she is
not required to do so.
[[ABC] will give the Covered Person a list of Practitioners in his or
her area who will give a second opinion.] The Covered Person may get
the second opinion from [a Practitioner on the list, or from] a Practi­
tioner of his or her own choosing, if the Practitioner:

&. is board certified and qualified, by reason of his or her specialty,
to give an opinion on the proposed Surgery;

b. is not a business associate of the Covered Person's Practitioner;
and

c. does not perform the Surgery if it is needed.
[[ABC] gives second opinion forms to the Covered Person. The Practi­
tioner he or she chooses fills them out, and then returns them to [ABC].]
[Carrier] covers cbarges for additional surgical opinions, including
cbarges for related x-ray and tests. But what [Carrier] pays is based
on all the terms of this Policy, except, tbese charges are not subject
to the Cash Deductible or Co-Insurance.

Pre-Hospital Review
If the proposed Surgery is to be done on an Inpatient basis, the Required
Pre·Hospital Review section must be complied with. See the Required
Pre-Hospital Review section for details.

Pe1Ullties for Non·Complillnce '
As a penalty for non-compliance, [[Carrier] reduces what it pays for
covered professional charges, for Surgery by 50%] if:

a. the Covered Person does not request a pre-surgical review; or
b. [ABC] is not given at least 24 bours to review and evaluate the

proposed Surgery; or
c. [ABC] requires additional surgical opinions and the Covered

Person does not get those opinions before the Surgery is done;
d. [ABC] does not confirm the need for Surgery.

Penalties cannot be used to meet this Policy's:
a. Cash Deductible; or
b. Co-Insurance Caps.)

(ALTERNATE TREATMENT FEATURES

Important Notice: No Covered Person is required, in any way, to accept an
Alternate Treatment Plan recommended by {DEF}.

Definitions
"Alternate Treatment" means those services and supplies which meet
both of the following tests:

a. They are determined, in advance, by [DEF] to be Medically
Necessary and Appropriate and cost effective in meeting tbe long term
or intensive care needs of a Covered Person in connection with a
Catastrophic Illness or Injury.

b. Benefits for cbarges incurred for the services and supplies would
not otherwise be payable under this Policy.
"Catastrophic Illness or Injury" means one of the following:

a. head injury requiring an Inpatient stay
b. spinal cord Injury
c. severe bum over 20% or more of the body
d. multiple injuries due to an accident
e. premature birth
f. CVA or stroke
g. congenital defect which severely impairs a bodily function
h. brain damage due to either an accident or cardiac arrest or result-

ing from a surgical procedure
i. terminal illness, with a prognosis of death within 6 months
j. Acquired Immune Deficiency Syndrome (AIDS)
k. chemical dependency
I. mental, nervous or psychoneurotic disorders
m. any other Illness or Injury determined by [DEF) or [Carrier) to

be catastrophic.

PROPOSALS

Alternate Treatment Plan
[DEF) will identify cases of Catastrophic Illness or Injury. The ap­
propriateness of the level of patient care given to a Covered Person as
well as the setting in which it is received will be evaluated. In order
to maintain or enhance the quality of patient care for the Covered
Person, [DEF] will develop an Alternate Treatment Plan.
An Alternate Treatment Plan is a specific written document, developed
by [DEF] through discussion and agreement with:

a. the Covered Person, or his or her legal guardian, if necessary;
b. the Covered Person's attending Practitioner; and
c. [Carrier].

The Alternate Treatment Plan includes:
a. treatment plan objectives;
b. course of treatment to accomplish the stated objectives;
c. the responsibility of each of the following parties in implementing

the plan:
• [DEF]
• attending Practitioner;
• Covered Person;
• Covered Person's family, if any; and

d. estimated cost and savings.
If [Carrier], [DEF], the attending Practitioner, and the Covered Person
agree [in writing,) on an Alternate Treatment Plan, the services and
supplies required in connection with such Alternate Treatment Plan will
be considered as Covered Charges under the terms of this Policy.
The agreed upon alternate treatment must be ordered by the Covered
Person's Practitioner.
Benefits payable under the Alternate Treatment Plan will be considered
in the accumulation of any Calendar Year and Per Lifetime maximums.

E:a:lusion
Alternate Treatment does not include services and supplies that [Car­
rier) determines to be Experimental or Investigational.)

(CENTERS OF EXCELLENCE FEATURES

Important Notice: No Covered Person is required, in any way, to receive
medical care and treatment at a Center of ExceUence.

Definitions
"Center of Excellence" means a Provider that has entered into an
agreement with [Carrier) to provide health benefit services for specific
procedures. The Centers of Excellence are [identified in the Listing of
Centers of Excellence.)
"Pre-Treatment Screening Evaluation" means tbe review of past and
present medical records and current x-ray and laboratory results by the
Center of Excellence to determine whether the Covered Person is an
appropriate candidate for the Procedure.
"Procedure" menas one or more surgical procedures or medical therapy
performed in a Center of Excellence.

Covered Charges
In order for charges to be Covered Charges, the Center of Excellence
must:

a. perform a Pre-Treatment Screening Evaluation; and
b. determine that the Procedure is Medically Necessary and Ap­

propriate for the treatment of the Covered Person.
Benefits for services and supplies at a Center of Excellence will be
[subject to the terms and conditions of this Policy. However, the Utiliza­
tion Review Features will not apply.))

COORDINATION OF BENEFITS

DEFINITIONS

"Plan" means any of the following that provide health expense benefits
or services:

d. programs or coverages required by law;
e. group or group-type hospital indemnity benefits which exceed

$250.00 per day;
f. Group or group-type hospital indemnity benefits of $250.00 per day

or less for which the Employer pays part of the premium; or
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g. Medicare or other government programs which [Carrier] is allowed
to coordinate with by law.
"Plan" does not include:

a. Medicaid or any other government program or coverage which
[Carrier] is not allowed to coordinate with by law;

b. school accident type coverages written on either a blanket, group,
or franchise basis;

c. group or group-type hospital indemnity benefits of $250.00 per day
or less for which the Employee pays the entire premium; nor

d. any plan [Carrier] says [Carrier] supplements, as named in the
Schedule.

EXHIBIT F

CLAIMS PROVISIONS

PAYMENT OF CLAIMS

f. any unpaid provider of health care services.
When an Employee files proof of loss, he or she may direct [Carrier],
in writing, to pay health care benefits to the recogniZed provider of
health care who provided the covered service for which benefits became
payable. [[Carrier] may honor such direction at [Carrier's] option.]
[For covered services from an eligible Facility or Practitioner, [Carrier]
will determine to pay either the Covered Person or the Facility or the
Practitioner.] The Employee may not assign his or her right to take
legal action under this Policy to such provider.

DEFINITIONS

Experimental or Investigational means [Carrier] determines a service or
supply is:

[Carrier] will also not cover any technology or any hospitalization primari­
ly to receive such technology if such technology is obsolete or ineffective
and is not used generally by the medical community for the particular
diagnosis or treatment of a particular condition.
Governmental approval of technology is not necessarily sufficient to
render it of proven benefit or appropriate or effective for a particular
diagnosis or treatment of a particular condition, as explained below.
[Carrier] will apply the following five criteria in determining whether
services or supplies are Experimental or Investigational:

a. Any medical device, drug, or biological product must have received
final approval to market by the FDA for the particular diagnosis or
condition. Any other approval granted as an interim step in the FDA
regulatory process, e.g., an Investigational Device Exemption or an
Investigational New Drug Exemption, is not sufficient. Once FDA ap­
proval has been granted for a particular diagnosis or condition, use of
the medical device, drug or biological product for another diagnosis or
condition will require that one or more of the following established
reference compendia:

1. The American Medical Association Drug Evaluations;
2. The American Hospital Formulary Service Drug Information;

or
3. The United States Pharmacopeia Drug Information

recognize the usage as appropriate medical treatment. As an alternative
to such recognition in one or more of the compendia, the usage of the
drug will be recognized as appropriate if it is supported by the
preponderance of evidence that exists in clinical studies that are re­
ported in m;Qor peer-reviewed medical literature or review articles that
are reported in m;Qor peer-reviewed medical literature. A medical device,
drug, or biological product that meets the above tests will not be
considered Experimental or Investigational.
In any event, any drug which the Food and Drug Administration has
determined to be contraindicated for the specific treatment for which
the drug has been prescribed will be considered Experimental or In­
vestigational.
b. Conclusive evidence from the published peer-reviewed medical
literature must exist that the technology has a definite positive effect
on health outcomes; such evidence must include well-designed investiga­
tions that have been reproduced by non affiliated authoritative sources,

with measurable results, backed up by the positive endorsements of
national medical bodies or panels regarding scientific efficacy and ra­
tionale;

Provider means a recognized Facility or Practitioner of health care in
accordance with the terms of this Policy.
Reasonable and Cusromary means an amount that is not more than the
[lesser of:
• the] usual or customary charge for the service or supply as de­

termined by [Carrier], based on a standard approved by the Board[;
or

• the negotiated fee schedule.]
The Board will decide a standard for what is Reasonable and Customary
under this Policy. The chosen standard is an amount which is most
often charged for a given service by a Provider within the same geo­
graphic area.

EMPLOYEE COVERAGE

[The Waiting Period
This Policy has the following waiting periods:
Employees in an eligible class on the Effective Date, who have completed
at least [6] months of continuous Full-Time service with the Employer
by that date, are eligible for insurance under this Policy from the
Effective Date.
Employees in an eligible class on the Effective Date, who have not
completed at least [6] months of continuous Full-Time service with the
Employer by that date, are eligible for insurance under this Policy from
the day after Employees complete [6] months of continuous Full-Time
service.
Employees who enter an eligible class after the Effective Date are eligible
for insurance under this Policy from the day after Employees complete
[6] months of continuous Full-Time service with the Employer.]

HEALTH BENEFITS INSURANCE

Co-Insurance Cap

Each Covered Person's Co-Insurance amounts are used to meet his or
her own Co-Insurance Cap [and are combined with Co-Insurance
amounts from other covered family members to meet the family's Co­
Insurance Cap]. But, all amounts used to meet the cap must actually
be paid by a Covered Person out of his or her own pocket.

COVERED CHARGES

Extended Care or Rehabilitation Charges

And [Carrier] covers all other Medically Necessary and Appropriate
services and supplies provided to a Covered Person during the confine­
ment. But the confinement must:

a. I(Reserved)) start within 14 days of a Hospital stay; and
b. be due to the same or a related condition that necessitated the

Hospital stay.

Prescription Drugs
[Carrier] covers drugs to treat an Illness or Il\iury which require a
Practitioner's prescription. But [Carrier] only covers drugs which are:

a. approved for treatment of the Covered Person's Illness or Il\iury
by the Food and Drug Administration;

b. approved by the Food and Drug Administration for the treatment
of a particular diagnosis or condition other than the Covered Person's
and recognized as appropriate medical treatment for the Covered
Person's diagnosis or condition in one or more of the following
established reference compendia:
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1. The American Medical Association Drug Evaluations;
2. The American Hospital Formulary Service Drug Information;
3. The United States Pharmacopeia Drug Information; or

c. supported by the preponderance of evidence that exists in clinical
review studies that are reported in major peer-reviewed medical
Iiteratnre or review articles that are reported in major peer-reviewed
medical literature.
Coverage for the above drugs also includes medically necessary services
associated with the administration of the drugs.
In no event will [Carrier] pay for:

a. drugs labeled: "Caution-Limited by Federal Law to Investiga­
tional Use"; or

b. any drug which the Food and Drug Administration has determined
to be contraindicated for the specific treatment for which the drug has
been prescribed.
And [Carrier] excludes drugs that can be bought without a prescription,
even if a Practitioner orders them.
[Carrier] does not cover drugs to treat Mental and Nervous Conditions
and Substance Abuse as part of the Prescription Drugs Covered Charge.
Drugs for such treatment are subject to the Mental and Nervous Con­
ditions and Substance Abuse section of this Policy.

COVERED CHARGES WITH SPECIAL LIMITATIONS

Transplant Benefits

h. Autologous Bone Marrow and Associated High Dose Chemotherapy
only for treatment of:

• Leukemia
• Lymphoma
• Neuroblastoma
• Aplastic Anemia
• Genetic Disorders

-SCID
- WISCOT Alldrich

• Subject to [Carrier] Pre-Approval, breast cancer, if the Covered
Person is participating in a National Cancer Institute sponsored
clinical trial. Clulrges in connection with such treatment of breast
cancer which are not Pre-Approved by {Carrier] are Non-Covered
Charges.

IMPORTANT NOTICE

[This Policy has utilization review features. Under these features,
[ABC-Systems, a health care review organization] reviews Hospital
admissions and Surgery performed outside of a Practitioner's office [for
Carrier]. These features must be complied with if a Covered Person:

a. is admitted as an Inpatient to a Hospital, or
b. is advised to enter a Hospital or have Surgery performed outside

of a Practitioner's office. If a Covered Person does not comply with these
utilization review features, he or she will not be eligible for full benefits
under this Policy. See the UtiliZJltion Review Features section for details.]
[This Policy has alteruate treatment features. Under these features,
[DEF, a Case Coordinator] reviews a Covered Person's medical needs
in clinical situations with the potential for catastrophic claims to de­
termine whether alternative treatment may be available and appropriate.
See the Alternate Treatment Features section for details.]
[This Policy has centers of excellence features. Under these features,
a Covered Person may obtain necessary care and treatment from
Providers with whom [Carrier] has entered into agreements. See the
Centers of ElXellence Features section for details.]
[What [Carrier] pays is subject to all of the terms of this Policy. Read
this Policy carefully and keep it available when consulting a Practitioner.
If an Employee has any qnestions after reading this Policy he or she
should [call The Group Claim Office at the number shown on his or
her identification card.]
This Policy is not responsible for medical or other results arising directly
or indireetly from the Covered Person's participation in these Utilization
Review Features.]

PROPOSALS

{UTILIZATION REJlIEW FEATURES

Important Notice: If a Covered Person does not comply with this Policy's
utiliZJltion review features, he or she will not be eligible for full benefits uruler
this Policy.

Compliance with this Policy's ntilization review features does not
guarantee what [Carrier] will pay for Covered Charges. What [Carrier]
pays is based on:

a. the Covered Charges actually incurred;
b. the Covered Person being eligible for coverage under this Policy

at the time the Covered Charges are incurred; and
c. the Cash Deductible, Co-Payment and Co-Insurance provisions,

and all of the other terms of this Policy.

Definitions
"Hospital admission" means admission of a Covered Person to a
Hospital as an Inpatient for Medically Necessary and Appropriate care
and treatment of an Illness or Injury.
[Carrier] calls a Hospital admission or Surgery "emergency" if, after
an evaluation of the Covered Person's condition, the attending Practi·
tioner determines that failure to make the admission or perform the
Surgery immediately would pose a serious threat to the Covered Person's
life or health. A Hospital admission or Surgery made or performed for
the convenience of Practitioners or patients is not an emergency.
By "covered professional charges for Surgery" [Carrier] means Covered
Charges that are made by a Practitioner for performing Surgery. Any
surgical charge which is not a Covered Charge under the terms of this
Policy is not payable under this Policy.
"Regular working day" means [Monday through Friday from \I a.m. to
\I p.m. Eastern Time,] not including legal holidays.

Grievance Procedure

If a Covered Person is not satisfied with a utilization review decision,
the Covered Person or the Covered Person's Practitioner may appeal
such decision by calling [ABC]. A Nurse reviewer will collect any ad­
ditional medical information required and submit the case to a second
[ABC] medical review physician. This physician will discuss the case
with the physician reviewer who made the initial decision. The second
medical review physician will then discuss the case with the Covered
Person's Practitioner. The Covered Person's Practitioner is then notified
of the appeal's recommendation and referred to the [Carrier] for any
further appeals.]]

[REQUIRED HOSPITAL STAY REVIEW

Important Notice: If a Covered Person does not comply with these Hospital
stay review features, he or she win not be eligible for full benefits under this
Policy.

Notice of Hospital Admission Required
[Carrier] requires notice of all Hospital admissions. The times and
manner in which the notice must be given is described below. When
a Covered Person does not comply with the requirements of this section
[Carrier] reduces what it pays for covered Hospital charges as a penalty.

Pre-Hospital Review

All non-emergency Hospital admissions must be reviewed by [ABC]
before they occur. The Covered Person or the Covered Person's Practi­
tioner must notify [ABC] and request a pre-hospital review. [ABC] must
receive the notice and request as soon as possible before the admission
is scheduled to occur. For a maternity admission, a Covered Person or
his or her Practitioner must notify [ABC] and request a pre-hospital
review at least [60 days] before the expected date of delivery, or as soon
as reasonably possible.
When [ABC] receives the notice and request, [they] evaluate:

a. the Medical Necessity and Appropriateness of the Hospital ad­
mission;

b. the anticipated length of stay; and
c. the appropriateness of health care alternatives, like home health

care or other out-patient care.
[ABC] notifies the Covered Person's Practitioner, [by phone, of the
outcome of their review. And [they] confirm the outcome of [their]
review in writing.]
If [ABC] authorizes a Hospital admission, the authorization is valid
for:
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a. the specified Hospital;
b. the named attending Practitioner; and
c. the authorized length of stay.

The authorization becomes invalid and the Covered Person's admission
must be reviewed by [ABC] again if:

a. he or she enters a Facility other than the specified Facility;
b. he or she changes attending Practitioners; or
c. more than [60 days] elapse between the time he or she obtains

authorization and the time he or she enters the Hospital, except in the
case of a maternity admission.

Emergency Admission

[ABC] must be notified of all emergency admission by phone. This must
be done by the Covered Person or the Covered Person's Practitioner
no later than the end of the next regular working day, or as soon as
possible after the admission occurs.
When [ABC] is notified [by phone,] they require the following informa­
tion:

a. the Covered Person's name, social security number and date of
birth;

b. the Covered Person group plan number;
c. the reason for the admission;
d. the name and location of the Hospital;
e. when the admission occurred; and
f. the name of the Covered Person's Practitioner.

Continued Stay Review

The Covered Person, or his or her Practitioner, must request a continued
stay review for any emergency admission. This must be done at the time
[ABC] is notified of such admission.
The Covered Person, or his or her Practitioner, must also initiate a
continued stay review whenever it is Medically Necessary and Ap­
propriate to change the authorized length of a Hospital stay. This must
be done before the end of the previously authorized length of stay.
[ABC] also has the right to initiate a continued stay review of any
Hospital admission. And [ABC] may contact the Covered Person's
Practitioner or Hospital by phone or in writing.
In case of an emergency admission, the continued stay review evaluates:

a. the Medical Necessity and Appropriateness of the Hospital ad­
mission;

b. the anticipated length of stay; and
c. the appropriateness of health care alternatives.

In all other cases, the continued stay review evaluates:
a. the Medical Necessity and Appropriateness of extending the

authorized length of stay; and
b. the appropriateness of health care alternatives.

[ABC] notifies the Covered Person's Practitioner [by phone, of the
outcome of the review. And [ABC] confirms the outcome of the review
in writing.] The notice always includes any newly authorized length of
stay.

Penakies for Non-Compliance

In the case of a non-emergency Hospital admission, as a penalty for
non-compliance, [[Carrier] reduces what it pays for covered Hospital
charges, by 50%] if:

a. the Covered Person does not request a pre-hospital review; or
b. the Covered Person does not request a pre-hospital review as soon

as reasonably possible before the Hospital admission is scheduled to
occur; or

c. [ABC's] authorization becomes invalid and the Covered Person
does not obtain a new one; or

d. [ABC] does not authorize the Hospital admission.
In the case of an emergency admission, as a penalty for non-compliance,
[[Carrier] reduces what it pays for covered Hospital charges by
50%], if:

a. [ABC] is not notified of the admission at the times and in the
manner described above;

b. the Covered Person does not request a continued stay review; or
c. the Covered Person does not receive authorization for such con­

tinued stay.
The penalty applies to covered Hospital charges incurred after the
applicable time limit allowed for giving notice ends.
For any Hospital admission, if a Covered Person stays in the Hospital
longer than [ABC] authorizes, [Carrier] reduces what it pays for covered

Hospital charges incurred after the authorized length of stay ends by
50% as a penalty for non-eompliance.
Penalties cannot be used to meet this Policy's:

a. Cash Deductible; or
b. Co-Insurance Caps.]

[REQUIRED PRE-SURGICAL REVIEW
Important Notice: Ifa Covered Person does not comply with these pre-surgical
review features, he or she wiU not be eligible for full benefits under this Policy.

[Carrier] requires a Covered Person to get a pre-surgical review for
any non-emergency procedure performed outside of a Practitioner's
office. When a Covered Person does not comply with the requirements
of this section [Carrier] reduces what it pays for covered professional
charges for Surgery, as a penalty.
The Covered Person or his or her Practitioner, must request a pre­
surgical review from [ABC]. [ABC] must receive the request at least
24 hours before the Surgery is scheduled to occur. If the Surgery is
being done in a Hospital, on an Inpatient basis, the pre-surgical review
request should be made at the same time as the request for a pre­
hospital review.
When [ABC] receives the request, they evaluate tbe Medical Necessity
and Appropriateness of tbe Surgery and they eitber:

a. approve the proposed Surgery, or
b. require a second surgical opinion regarding the need for the

Surgery.
[ABC] notifies the Covered Person's Practitioner, [by phone, of the
outcome of the review. [ABC] also confirms the outcome of the review
in writing.]

Required Second Surgical Opinion

If [ABC's] review does not confirm the Medical Necessity and Ap­
propriateness of tbe Surgery, the Covered Person must obtain a second
surgical opinion in order to get full benefits under this Policy. If the
second opinion does not confirm the medical necessity of the Surgery,
the Covered Person may obtain a third opinion, although he or she is
not required to do so.
[[ABC] will give the Covered Person a list of Practitioners In his or
her area who will give a second opinion.] The Covered Person may get
the second opinion from [a Practitioner on the list, or from] a Practi­
tioner of his or her own choosing, if the Practitioner:

a. is board certified and qualified, by reason of his or her specialty,
to give an opinion on the proposed Surgery;

b. is not a business associate of the Covered Person's Practitioner;
and

c. does not perform the Surgery if it is needed.
[[ABC] gives second opinion forms to the Covered Person. The Practi­
tioner he or sbe chooses fills them out, and then returns them to [ABC].]
[Carrier] covers charges for additional surgical opinions, including
charges for related x-ray and tests. But what [Carrier] pays is based
on all tbe terms of this Policy, except, tbese charges are not subject
to the Cash Deductible or Co-Insurance.

Pre-Hospital Review

If tbe proposed Surgery is to be done on an Inpatient basis, the Required
Pre-Hospital Review section must be complied with. See the Required
Pre-Hospital Review section for details.

Penalties for Non·Compliance

As a penalty for non-compliance, [[Carrier] reduces what it pays for
covered professional charges, for Surgery by 50%] if:

a. the Covered Person does not request a pre-surgical review; or
b. [ABC] is not given at least 24 bours to review and evaluate the

proposed Surgery; or
c. [ABCl requires additional surgical opinions and the Covered

Person does not get those opinions before the Surgery is done;
d. [ABCl does not confirm the need for Surgery.

Penalties cannot be used to meet this Policy's:
a. Cash Deductible; or
b. Co-Insurance Caps.)

[ALTERNATE TREATMENT FEATURES
Important Notice: No Covered Person is required, in any way, to lU:cept an
Alternate Treatment Phzn recommended by [DEF}.
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Definitions
"Alternate Treatment" means those services and supplies which meet
both of the following tests:

a. They are determined, in advance, by [DEF] to be Medically
Necessary and Appropriate and cost effective in meeting the long term
or intensive care needs of a Covered Person in connection with a
Catastrophic Illness or Injury.

b. Benefits for charges incurred for the services and supplies would
not otherwise be payable under this Policy.
"Catastrophic Illness or Injury" means one of the following:

a. head injury requiring an Inpatient stay
b. spinal cord Injury
c. severe bum over 20% or more of the body
d. multiple injuries due to an accident
e. premature birth
f. CVA or stroke
g. congenital defect which severely impairs a bodily function
h. brain damage due to either an accident or cardiac arrest or result-

ing from a surgical procedure
i. terminal illness, with a prognosis of death within 6 months
j. Acquired Immune Deficiency Syndrome (AIDS)
k. chemical dependency
I. mental, nervous and psychoneurotic disorders
m. any other Illness or Injury determined by [DEF] or [Carrier] to

be catastrophic.

Altenulte Treatment Pwn
[DEF] will identify cases of Catastrophic Illness or Injury. The ap­
propriateness of the level of patient care given to a Covered Person as
well as the setting in which it is received will be evaluated. In order
to maintain or enhance the quality of patient care for the Covered
Person, [DEF] will develop an Alternate Treatment Plan.
An Alternate Treatment Plan is a specific written document, developed
by [DEF] through discussion and agreement with:

a. the Covered Person, or his or her legal guardian, if necessary;
b. the Covered Person's attending Practitioner, and
c. [Carrier].

The Alternate Treatment Plan includes:
a. treatment plan objectives;
b. course of treatment to accomplish the stated objectives;
c. the responsibility of each of the following parties in implementing

the plan:
• [DEF]
• attending Practitioner,
• Covered Person;
• Covered Person's family, if any; and

d. estimated cost and savings.
If [Carrier], [DEF], the attending Practitioner, and the Covered Person
agree [in writing,] on an Alternate Treatment Plan, the services and
supplies required in connection with such Alternate Treatment Plan will
be considered as Covered Charges under the terms of this Policy.
The agreed upon alternate treatment must be ordered by the Covered
Person's Practitioner.
Benefits payable under the Alternate Treatment Plan will be considered
in the accumulation of any Calendar Year and Per Lifetime maximums.

Exclusion
Alternate Treatment does not include services and supplies that [Car­
rier] determines to be Experimental or Investigational.]

[CENTERS OF EXCELLENCE FEATURES
lmportilnt Notice: No Covered Person is required, in any way, to receive
medical care and treatment at a Center of Excellence.
Definitions
"Center of Excellence" means a Provider that has entered into an
agreement with [Carrier] to provide health benefit services for specific
procedures. The Centers of Excellence are [identified in the Listing of
Centers of Excellence.]
"Pre·Treatment Screening Evaluation" means the review of past and
present medical records and current x-ray and laboratory results by the
Center of Excellence to determine whether the Covered Person is an
appropriate candidate for the Procedure.
"Procedure" means one or more surgical procedures or medical therapy
performed in a Center of Excellence.

PROPOSALS

Covered Clwrges
In order for charges to be Covered Charges, the Center of Excellence
must:

a. perform a Pre-Treatment Screening Evaluation; and
b. determine that the Procedure is Medically Necessary and Ap­

propriate for the treatment of the Covered Person.
Benefits for services and supplies at a Center of Excellence will be
[subject to the terms and conditions of this Policy. However, the Utiliza­
tion Review Features will not apply.]]

COORDINATION OF BENEFITS

DEFINITIONS

"Plan" means any of the following that provide health expense benefits
or services:

d. programs or coverages required by law;
e. group or group-type hospital indemnity benefits which exceed

$250.00 per day;
f. group or group-type hospital indemnity benefits of $250.00 per day

or less for which the Employer pays part of the premium; or
g. Medicare or other government programs which [Carrier] is allowed

to coordinate with by law.
"Plan" does not include:

a. Medicaid or any other government program or coverage which
[Carrier] is not allowed to coordinate with by law;

b. school accident type coverages written on either a blanket, group,
or franchise basis;

c. group or group-type hospital indemnity benefits of $250.00 per day
or less for which the Employee pays the entire premium; nor

d. any plan [Carrier] says [Carrier] supplements, as named in the
Schedule.

EXHIBIT G

[Carrier]
HMO PLAN

SMALL GROUP HEALTH MAINTENANCE INSURANCE
ORGANIZATION CONTRACT

III. DEFINITIONS

EXPERIMENTAL or INVESTIGATIONAL.
Services or supplies which We Determine are:

a. not of proven benefit for the particular diagnosis or treatment of
a Member's particular condition; or

b. not generally recognized by the medical community as effective or
appropriate for the particular diagnosis or treatment of a Member's
particular condition; or

c. provided or performed in special settings for research purposes or
under a controlled environment or clinical protocol.
Unless otherwise required by law with respect to drugs which have been
prescribed for the treatment of a type of cancer for which the drug has
not been approved by the United States Food and Drug Administration
(FDA), We will not cover any services or supplies, including treatment,
procedures, drugs, biological products or medical devices or any
hospitalizations in connection with Experimental or Investigational
services or supplies.
We will also not cover any technology or any hospitalization in connec­
tion with such technology if such technology is obsolete or ineffective
and is not used generally by the medical community for the particular
diagnosis or treatment of a Member's particular condition.
Governmental approval of a technology is not necessarily sufficient to
render it of proven benefit or appropriate or effective for a particular
diagnosis or treatment of a Member's particular condition, as explained
below.
We will apply the following five criteria in Determining whether services
or supplies are Experimental or Investigational:
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1. any medical device, drug, or biological product must have received
final approval to market by the United States Food and Drug Adminis­
tration (FDA) for the particular diagnosis or condition. Any other
approval granted as an interim step in the FDA regulatory process, e.g.,
an Investigational Device Exemption or an Investigational New Drug
Exemption, is not sufficient. Once FDA approval has been granted for
a particular diagnosis or condition, use of the medical device, drug or
biological product for another diagnosis or condition will require that
one or more of the following established reference compendia:

I. The American Medical Association Drug Evaluations;
II. The American Hospital Formulary Service Drug Information;

or
m. The United States Pharmacopeia Drug Information

recognize the usage as appropriate medical treatment. As an alternative
to such recognition in one or more of the compendia, the usage of the
drug will be recognized as appropriate if it is supported by the
preponderance of evidence that exists in clinical review studies that are
reported in mlQor peer-reviewed medical literature or review articles that
are reported in mlQor peer-revieWed medical literature. A medical device,
drug, or biological product that meets the above tests will not be
considered Experimental or Investigational.
In any event, any drug which the Food and Drug Administration has
determined to be contraindicated for the specific treatment for which
the drug has been prescribed will be considered Experimental or In­
vestigational.

2. conclusive evidence from the published peer-reviewed medical
literature must exist that the technology has a definite positive effect
on health outcomes; such evidence must include well-designed investiga­
tions that have been reproduced by nonaffiliated authoritative sources,
with measurable results, backed up by the positive endorsements of
national medical bodies or panels regarding scientific efficacy and ra­
tionale;

3. demonstrated evidence as reflected in the published peer-reviewed
medical literature must exist that over time the technology leads to
improvement in health outcomes, i.e., the beneficial effects outweigh any
harmful effects;

4. proof as reflected in the published peer-reviewed medical literature
must exist that the technology is at least as effective in improving health
outcomes as established technology, or is usable in appropriate clinical
contexts in which established technology is not employable; and

5. proof as reflected in the published peer-reviewed medical literature
must exist that improvements in health outcomes, as defined in para­
graph 3, is possible in standard conditions of medical practice, outside
clinical investigatory settings.

REASONABLE and CUSTOMARY. An amount that is not more than
the usual or customary charge for the service or supply as We determined
based on a standard approved by the Board. The Board will decide a
standard for what is Reasonable and Customary under this Contract.
The chosen standard is an amount which is most often charged for a
given service by a Provider within the same geographic area.

IV. EUGmILITY

EMPLOYEE COVERAGE

[The Waiting Period
This Contract has the following waiting periods:
Employees in an eligible class on the Effective Date, who have completed
at least {__I [6] months of continuous Full-Time service with the
Employer by that date, are eligible for coverage under this Contract from
the Effective Date.
Employees in an Eligible Class on the Effective Date, who have not
completed at least {-.-.) [6] months of continuous Full-Time service with
the Employer by that date, are eligible for coverage under this Contract
from the day after Employees complete {-,-,) [6] months of continuous
Full-Time service.
Employees who enter an eligible class after the Effective Date are eligible
for coverage under this Contract from the day after Employees complete
(-,-,1 [6] months of continuous Full-Time service with the Employer.]

V. COVERED SERVICES AND SUPPLIES

c. INPATIENT HOSPICE, HOSPITAL, REHABILITATION CENTER
& SKILLED NURSING CENTER BENEFITS. The following Services
are covered when hospitalized by a Participating Provider upon prior
written referral from a Member's Primary Care Physician, only at
Participating Hospitals and Participating Providers (or at Non-participat­
ing facilities upon prior written authorization by Us); however, Participat­
ing Skilled Nursing Center Services and Supplies are limited to those
which constitute Skilled Nursing Care and Hospice Services are subject
to Our pre-approval.

23. Autologous bone marrow transplants and associated high dose
chemotherapy: only for treatment of Leukemia, Lymphoma,
Neuroblastoma, Aplastic Anemia, Genetic Disorders (SCID and
WISCOT AlJdrich) and Breast Cancer, when approved in advance by
Us, if the Member is participating in a National Cancer Institute
sponsored clinical trial.

VIII. COORDINATION OF BENEFITS AND SERVICES

COORDINATION OF BENEFITS AND SERVICES

Purpose Of This Provision
A Member may be covered for health benefits or services by more than
one plan. For instance, he or she may be covered by this Contract as
an Employee and by another plan as a Dependent of his or her spouse.
If he or she is, this provision allows Us to coordinate what We arrange
[or provide] with what another plan pays or provides. We do this so
the Member does not collect more than he or she incurs in charges.

DEFINITIONS
"Plan" means any of the following that provide health expense benefits
or services:

a. group or blanket insurance plans;
b. group hospital or surgical plans, or other service or prepayment

plans on a group basis;
c. union welfare plans, Employer plan, Employee benefits plans, trust­

eed labor and management plans, or other plans for members of a group;
d. programs or coverages required by law;
e. group or group-type hospital indemnity benefits which exceed

$250.00 per day;
f. group or group-type hospital indemnity benefits of $250.00 per day

or less which the Employer pays part of the premium;
g. Medicare or other government programs which We are allowed to

coordinate with by law.
"Plan" does not include:

a. Medicaid or any other government program or coverage which
[Carrier] is not allowed to coordinate with by law;

b. school accident type coverages written on either a blanket, group,
or franchise basis;

c. group or group-type hospital indemnity benefits of $250.00 per day
or less; nor

d. any plan We say We supplement.
"This plan" means the part of Our group plan subject to this provision.
"{__I Subscriber", as used below, means the person who receives a
certificate or other proof of coverage from a plan that covers him or
her for health benefits or services.
"Dependent" means a person who is covered by a plan for health benefits
or services, but not as a [--I subscriber.
"Allowable expense" means any necessary, reasonable, and usual item
of expense or service for health care incurred by a [__I subscriber
or Dependent under either this plan or any other plan. When a plan
provides service instead of cash payment, We view the reasonable cash
value of each service as an allowable expense and as a benefit paid.
We also view items of expense covered by another plan as an allowable
expense, whether or not a claim is filed under that plan.
The amount of reduction in benefits resulting from a 1--1 sub­
scriber's or Dependent's failure to comply with provisions of a primary
plan is not considered an allowable expense if such reduction in benefits
is less than or equal to the reduction that would have been made under
the terms of this Plan if this Plan had been primary. Examples of such
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provisions are those related to second surgical opinions, precertification
of admissions or services, and preferred provider arrangements. This
does not apply where a primary plan is a health maintenance organization
(HMO) and the 1__1 subscriber or Dependent elects to have health
services provided outside the HMO. A primary plan is described below.
"Claim determination period" means a Calendar Year in which a
1__1 subscriber or Dependent is covered by this plan and at least one
other plan and incurs one or more allowable expense(s) under such plans.

How This Provision Works
We apply this provision when a 1__1 subscriber or Dependent is
covered by more than one plan. When this happens We will consider
each plan separately when coordinating payments.
In order to apply this provision, one of the plans is called the primary
plan. All other plans are called secondary plans. The primary plan pays
first or provides services, ignoring all other plans. The secondary plans
than pay the remaining unpaid allowable expenses, but no plan pays or
provides services more than it would have without this provision.
If a plan has no coordination provision, it is primary. But, during any
claim determination period, when this plan and at least one other plan
have coordination provisions, the rules that govern which plan pays or
provides services first are as follows:

a. A plan that covers a person as a 1__1 subscriber pays first; the
plan that covers a person as a Dependent pays second.

b. A plan that covers a person as an active Employee or as a Depen­
dent of such Employee pays first. A plan that covers a person as a laid­
off or retired Employee or as a Dependent of such Employee pays
second.

But, if the plan that We are coordinating with does not have a similar
provision for such persons, then b. will not apply.

c. Except for Dependent children of separated or divorced parents,
the following governs which plan pays first when the person is a Depen­
dent of a (__ I subscriber:

A plan that covers a Dependent of a member whose birthday falls
earliest in the Calendar Year pays first. The plan that covers a Depen­
dent of a 1__1 subscriber whose birthday falls later in the Calendar
Year pays second. The 1__1 subscriber's year of birth is ignored.

But, if the plan that We are coordinating with does not have a similar
provision for such persons, then c. will not apply and the other plan's
coordination provision will determine the order of benefits or servo
ices.

d. For a Dependent child of separated or divorced parents, the follow­
ing governs which plans pays or provides services first when the person
is a Dependent of a 1__1 subscriber.

• When a court order makes one parent financially responsible
for the health care expenses of the Dependent child, then that
parent's plan pays or provides services first.

• If there is no such court order, then the plan of the natural
parent with custody pays or provides services before the plan
of the stepparent with custody; and

• The plan of the stepparent with custody pays or provides
services before the plan of the natural parent without custody.

If rules a, b, c and d do not determine which plan pays first, the plan
that has covered the person for the longer time pays first.
If, when We apply this provision, We pay less than We would otherwise
pay, We apply only that reduced amount against payment limits of this
plan.

Our Right To Certain Information
In order to coordinate benefits and services, We need certain informa­
tion. An Employee must supply Us with as much of that information
as he or she can. But if he or she cannot give Us all the information
We need, We have the right to get this information from any source.
And if another carrier needs information to apply its coordination
provision, We have the right to give that carrier such information. If
We give or get information under this section We cannot be held liable
for such action.
When payments that should have been made by this plan or services
that should have been provided by this plan have been made by or
provided another plan, We have the right to repay that plan. If We do
so, We are no longer liable for that amount or equivalent value of
services. And if We payout more than We should have, We have the
right to recover the excess payment.

PROPOSALS

[Small Claims Waiver

We do not coordinate claims or equivalent services of less than $50.00.
But if, during any claim determination period, more allowable expenses
are incurred that raise the claim above $50.00 We will count the entire
amount of the claim when We coordinate.]

I_I SERVICES FOR AUTOMOBILE RELATED INJURIES
This section will be used to determine a person's 1__1coverage under
this Contract when services are incurred as a result of an automobile
related Injury.

Definitions
"Automobile Related Injury" means bodily Injury sustained by a Member
as a result of an accident:

a. while occupying, entering, leaving or using an automobile; or
b. as a pedestrian;

caused by an automobile or by an object propelled by or from an
automobile.
"Allowable Expense" means a medically necessary, reasonable and cus­
tomary item of expense covered at least in part as an eligible expense
or eligible services by:

a. this Contract;
b. PIP; or
c.OSAIC.

"Eligible 1__1 Services" means that 1__1 of service provided for
treatment of an Injury which is covered under this Contract without
application of Cash Deductibles and Co-Payments, if any or Co-In­
surance.
"Out-of-State Automobile Insurance Coverage" or "OSAIC" means any
coverage for medical expenses under an automobile insurance policy
other than PIP. OSAIC includes automobile insurance policies issued
in another state or jurisdiction.
"PIP" means personal injury protection coverage provided as part of
an automobile insurance policy issued in New Jersey. PIP refers
specifically to provisions for medical expense coverage.

Determination of primary or secondary coverage.
This Contract provides secondary coverage to PIP unless health coverage
has been elected as primary coverage by or for the Member under this
Contract. This election is made by the named insured under a PIP policy.
Such election affects that person's family members who are not them­
selves named insureds under another automobile policy. This Contract
may be primary for one Member, but not for another if the person has
a separate automobile policy and has made different selection regarding
primacy of health coverage.
This Contract is secondary to OSAIC, unless the OSAIC contains
provisions which make it secondary or excess to the policyholder's plan.
In that case this Contract will be primary.
If there is a dispute as to which policy is primary, this Contract will
pay benefits or provide services as if it were primary.

1__1Services this Contract will 1__1provide if it is primary to PIP
orOSAIC.
If this Contract is primary to PIP or OSAIC it will provide benefits for
eligible expenses in accordance with its terms.
The rules of the COORDINATION OF BENEFITS AND SERVICES
section of this Contract will apply if:

• the Member is insured or covered for services under more than
one insurance plan; and

• such insurance plans or HMO Contracts are primary to auto-
mobile insurance coverage.

Benefits this Contract will pay if it is secondary to PIP or OSAIC.
If this Contract is secondary to PIP or OSAIC the actual benefits payable
will be the lesser of:

a. the allowable expenses left uncovered after PIP or OSAIC has
provided coverage after applying Cash Deductibles and Co-Payments,
or

b. the 1--1 equivalent value of services if this Contract had been
primary.
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b. I(Reserved) I dispensed by a Participating Pharmacy or by a
Participating Mail Order Pharmacy; and

c. needed to treat an Illness or Injury or Mental and Nervous Con­
ditions and Substance Abuse.
Such changes will not include charges made for more than:

a. the greater of a 30 day supply or 100 unit doses for each prescription
or refill which is not obtained through the Mail Order Program;

b. {(Reserved) I a 90 day supply of a Maintenance Drug or a 30 day
supply of any other Prescription Drug obtained through the Mail Order
Program; and

c. the amount usually prescribed by the Covered Person's Practitioner.
A charge will be considered to be incurred at the time the Prescription
Drug is received.

The Prescription Drug section of the COVERED CHARGES provision
of the HEALTH BENEFITS INSURANCE section is replaced with the
following:
[Carrier] covers drugs to treat an Illness or Injury which require a
Practitioner's prescription which are obtained while confined as an
Inpatient in a Facility. But [Carrier] only covers drugs which are:

a. approved for treatment of the Covered Person's Illness or Injury
by the Food and Drug Administration;

b. approved by the Food and Drug Administration for the treatment
of a particular diagnosis or condition other than the Covered Person's
and recognized as appropriate medical treatment for the Covered
Person's diagnosis or condition in one or more of the following
established reference compendia:

1. The American Medical Association Drug Evaluations;
2. The American Hospital Formulary Service Drug Information;
3. The United States Pharmacopeia Drug Information; or

c. supported by the preponderance of evidence that exists in clinical
review studies that are reported in major peer-reviewed medical
literature or review articles that are reported in major peer-reviewed
medical literature.
Coverage for the above drugs also includes medically necessary services
associated with the administration of the drugs.
In no event will [Carrier] pay for:

a. drugs labeled: "Caution-Limited by Federal Law to Investiga.
tional Use"; or

b. any drug which the Food and Drug Administration has determined
to be contraindicated for the specific treatment for which the drug has
been prescribed.
And [Carrier] excludes drugs that can be bought without a prescription,
even if a Practitioner orders them.
[Carrier] does cover drugs to treat Mental and Nervous Conditions and
Substance Abuse under the Rider for Prescription Drug Insurance.
This Prescription Drug insurance will pay benefits for covered drugs,
prescribed by a Practitioner. What [Carrier] pays and the terms of
payment are explained below.

The Prescription Drug section of the COVERED CHARGES provision
of the HEALTH BENEFITS INSURANCE section is replaced with the
following:
[Carrier] covers drugs to treat an Illness or Injury which require a
Practitioner's prescription which are obtained while confined as an
Inpatient in a Facility. But [Carrier] only covers drugs which are:

a. approved for treatment of the Covered Person's Illness or Injury
by the Food and Drug Administration;

b. approved by the Food and Drug Administration for tbe treatment
of a particular diagnosis or condition other than the Covered Person's
and recognized as appropriate medical treatment for the Covered

EXHIBIT H
PART 1

RIDER FOR PRESCRIPTION DRUG INSURANCE (CARD/MAIL)

The Prescription Drug section of the COVERED CHARGES provision
of the HEALTH BENEFITS INSURANCE section is replaced with the
following:
[Carrier] covers drugs to treat an Illness or Injury which require a
Practitioner's prescription which are obtained while confined as an
Inpatient in a Facility. But [Carrier] only covers drugs which are:

a. approved for treatment of the Covered Person's Illness or Injury
by the Food and Drug Administration;

b. approved by the Food and Drug Administration for the treatment
of a particular diagnosis or condition other than the Covered Person's
and recognized as appropriate medical treatment for tbe Covered
Person's diagnosis or condition in one or more of the following
established reference compendia:

I. The American Medical Association Drug Evaluations;
2. Tbe American Hospital Formulary Service Drug Information;
3. The United States Pharmacopeia Drug Information; or

c. supported by the preponderance of evidence that exists in clinical
review studies that are reported in major peer-reviewed medical
literature or review articles that are reported in major peer·reviewed
medical literature.
Coverage for the above drugs also includes medically necessary services
associated with the administration of the drugs.
In no event will [Carrier] pay for:

a. drugs labeled: "Caution-Limited by Federal Law to Investiga­
tional Use"; or

b. any drug which the Food and Drug Administration has determined
to be contraindicated for the specific treatment for which the drug has
been prescribed.
And [Carrier] excludes drugs that can be bought without a prescription,
even if a Practitioner orders them.
[Carrier] does cover drugs to treat Mental and Nervous Conditions and
Substance Abuse under the Rider for Prescription Drug Insurance.
This Prescription Drug insurance will pay benefits for covered drugs,
prescribed by a Practitioner. What [Carrier] pays and the terms of
payment are explained below.

DEFINITIONS

Mail Order Program means a program under which a Covered Person
can obtain Prescription Drugs from a Participating Mail Order
Pharmacy by ordering the drugs through the mail.
Maintenance Drug means only a Prescription Drug used for the treatment
of chronic medical conditions.
Participating Mail Order Pharmacy means a licensed and registered
pharmacy operated by [ABC] or with whom [ABC] has signed a
pharmacy service agreement, that is equipped to provide Prescription
Drugs through the mail.

CO-PAYMENT
A Covered Person must pay the appropriate Co·Payment shown below
for each Prescription Drug each time it is dispensed by a Participating
Pharmacy or by a Participating Mail Order Pharmacy. The Co·Payment
must be paid before the Policy pays any benefit for the Prescription
Drug. The Co-Payment for each prescription or refill which is not
obtained through the Mail Order Program is:

After the Co-Payment is paid, [Carrier] will pay the Covered Charge
in excess of the Co-Payment for each Prescription Drug dispensed by
a Participating Pharmacy or by a Participating Mail Order Pharmacy
while the Covered Person is insured. What [Carrier] pays is subject
to all the terms of the Policy.

COVERED DRUGS
The Policy only pays benefits for Prescription Drugs which are:

a. prescribed by a Practitioner (except for insulin);

EXHIBIT H
PART 2

RIDER FOR PRESCRIPTION DRUG INSURANCE

EXHIBIT H
PART 3

RIDER FOR PRESCRIPTION DRUG INSURANCE

(CARD)

(MAIL)

NEW JERSEY REGISTER, MONDAY, NOVEMBER 15, 1993 (CITE 25 N,J.R. 5029)

You're viewing an archived copy from the New Jersey State Library.



NONE
$5.00

INSURANCE

Person's diagnosis or condition in one or more of the following
established reference compendia:

1. The American Medical Association Drug Evaluations;
2. The American Hospital Formulary Service Drug Information;
3. The United States Pharmacopeia Drug Information; or

c. supported by the preponderance of evidence that exists in clinical
review studies that are reported in major peer-reviewed medical
literature or review articles that are reported in major peer-reviewed
medical literature.
Coverage for the above drugs also includes medically necessary services
associated with the administration of the drugs.
In no event will [Carrier] pay for:

a. drugs labeled: "Caution-Limited by Federal Law to Investiga·
tional Use"; or

b. any drug which the Food and Drug Administration has determined
to be contraindicated for the specific treatment for which the drug has
been prescribed.
And [Carrier] excludes drugs that can be bought without a prescription,
even if a Practitioner orders them.
[Carrier] does cover drugs to treat Mental and Nervous Conditions and
Substance Abuse under the Rider for Prescription Drug Insurance.
This Prescription Drug insurance will pay benefits for covered drugs,
prescribed by a Practitioner. What [Carrier] pays and the terms of
payment are explained below.

DEFINITIONS

Mail Order Program means a program under which a Covered Person
can obtain Prescription Drugs from a Participating Mail Order
Pharmacy by ordering the drugs through the mail.
Maintenance Drug means only a Prescription Drug used for the treatment
of chronic medical conditions.
Participating Mail Order Pharmacy means a licensed and registered
pharmacy operated by [ABC] or with whom [ABC] has signed a
pharmacy service agreement, that is equipped to provide Prescription
Drugs through the mail.

CO-PAYMENT
A Covered Person must pay the appropriate Co-Payment shown below
for each Prescription Drug each time it is dispensed by a Participating
Mail Order Pharmacy. The Co-Payment must be paid before the Policy
pays any benefit for the Prescription Drug. The Co·Payment for each
prescription or refill is:
• for Generic Drugs
• for Brand Name Drugs

After the Co-Payment is paid, [Carrier] will pay the Covered Charge
in excess of the Co-Payment for each Prescription Drug dispensed by
a Participating Mail Order Pharmacy while the Covered Person is
insured. What [Carrier] pays is subject to all the terms of the Policy.

COVERED DRUGS
The Policy only pays benefits for Prescription Drugs which are:

a. prescribed by a Practitioner (except for insulin);
b. (Reserved) I dispensed by a Participating Mail Order Pharmacy

for take-home use; and
c. needed to treat an Illness or Injury or Mental and Nervous Con­

ditions and Substance Abuse.
Such charges will not include charges made for more than:

a. [(Reserved) I a 90 day supply of a Maintenance Drug or a 30 day
supply of any other Prescription Drug; and

b. the amount usually prescribed by the Covered Person's Practitioner.
A charge will be considered to be incurred at the time the Prescription
Drug is received.

PROPOSALS

EXHIBIT I

RIDER FOR MENTAL AND NERVOUS CONDITIONS AND
SUBSTANCEABUSEBENE~S

Policyholder:

Group Policy No.:

Effective Date:

The Prescription Drug section of the COVERED CHARGES provision
of the HEALTH BENEFITS INSURANCE section is replaced with the
following:
[Carrier] covers drugs to treat an Illness, Injury, or Mental and Nervous
Conditions and Substance Abuse which require a Practitioner's prescrip­
tion. But [Carrier] only covers drugs which are:

a. approved for treatment of the Covered Person's Illness, Injury or
Mental and Nervous Conditions and Substance Abuse by the Food and
Drug Administration;

b. approved by the Food and Drug Administration for the treatment
of a particular diagnosis or condition other than the Covered Person's
and recognized as appropriate medical treatment for the Covered
Person's diagnosis or condition in one or more of the following
established reference compendia:

1. The American Medical Association Drug Evaluations;
2. The American Hospital Formulary Service Drug Information;
3. The United States Pharmacopeia Drug Information; or

c. supported by the preponderance of evidence that exists in clinical
review studies that are reported in major peer-reviewed medical
literature or review articles that are reported in major peer-reviewed
medical literature.
Coverage for the above drugs also includes medically necessary services
associated with the administration of the drugs.
In no event will [Carrier] pay for:

a. drugs labeled: "Caution-Limited by Federal Law to Investiga­
tional Use"; or

b. any drug which the Food and Drug Administration has determined
to be contraindicated for the specific treatment for which the drug has
been prescribed.
And [Carrier] excludes drugs that can be bought witbout a prescription,
even if a Practitioner orders them.
[Carrier] does cover drugs to treat Mental and Nervous Conditions and
Substance Abuse as part of the Prescription Drugs Covered Charge.
Drugs for such treatment are not covered under the Rider for Mental
and Nervous Conditions and Substance Abuse Benefits.

PENALlY FOR NON-COMPLIANCE WITH PRE·CERTIFICATION
REQUIREMENTS
As a penalty for non-compliance with pre-certification requirements,
[Carrier] will not pay for tbe care and treatment of Mental and Nervous
Conditions and Substance Abuse. Such penalty will be applied if:

a. the Covered Person does not request a review in the times and
manner described above;

EXHmIT K
PART 1

EXPLANATION OF BRACKETS-POLICY FORMS

(PLANS A, B, C, D, E)

Areas of variability which may require clarification and explanation as
to use, are explained bj:low. The order of the list is consistent with the
order of appearance in the policy forms.

5. The Notice of Loss provision of the Claims Provisions may be omitted
at the option of the Carrier.
6. The Payment of Claims provision of the Claims Provisions should
include the second or third sentence of the last paragraph, as ap­
propriate.
7. The definition of Reasonable and Customary should only include a
reference to the negotiated fee schedule if the Carrier is offering the
plan using a Preferred Provider Option or a Point of Service delivery
system.
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Daily Room and Board Limits

Alternate Treatment Features .
Centers of Excellence Features ..
Exclusions ..
Continuation Rights ..
Conversion Rights for Divorced Spouses ..
Effect Of Interaction with a Health Maintenance

Organization Plan .
Coordination of Benefits ..
Benefits for Automobile Related Injuries ..
Medicare as Secondary Payor .
Right To Recovery-Third Party Liability ..
Statement of ERISA Rights ..
Claims Procedures .

Confine-

PLAN A

$2,500

$250
$1,250

None

20%
20%
20%
20%
20%

20%
20%
20%
20%
20%
50%

$5,000

$250
$500 Note: Must be individually
satisfied by 2 separate Covered
Persons

SCHEDULE OF INSURANCE

EMPLOYEE AND DEPENDENT HEALTH BENEFITS

Calendar Year Cash Deductible:
• for Hospital Confinement None (Note: See Hospital

ment Co-Payment)
None• for Preventive Care

• for All Other Charges
-per Covered Person
-per Covered Family

Medicare Alternate Deductible
For a Covered Person who is eligible for Medicare by reason of a
disability, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.
Mter the 18 month period described in Medicare as Secondary Payor,
ends with respect to a Covered Person who is eligible for Medicare solely
on the basis of End Stage Renal Disease, but is not insured by both
Parts A and B, the Medicare Alternate Deductible is equal to the Cash
Deductible plus what Parts A and B of Medicare would have paid had
the Covered Person been so insured.

Hospital Confinement Co-Payment
-per day
-maximum Co-Payment per Period of Confinement
-maximum Co-Payment per Covered Person per

Calendar Year

Co-Insurance
Co-Insurance is the percentage of a Covered Charge that must be paid
by a Covered Person. However, [Carrier] will waive the Co-Insurance
requirement once the Co-Insurance Cap has been reached. The Policy's
Co-Insurance, as shown below, does not include penalties incurred under
the Policy's Utilization Review provisions, or any other Non-Covered
Charge.
The Co-Insurance for the Policy is as follows:

• for Preventive Care
• for Facility charges made by:

-a Hospital
-an Ambulatory Surgical Center
-a Birthing Center
-an Extended Care Center or Rehabilitation Center
-a Hospice

• for the following Covered Charges incurred while
the Covered Person is an Inpatient in a Hospital:
-Prescription Drugs
- Blood Transfusions
- Infusion Therapy
-Chemotherapy
- Radiation Therapy

• for all other Covered Charges
Co-Insurance Cap per Covered Person per each
Calendar Year

Areas of variability, which may require clarification and explanation as
to use, are explained below. The order of the list is consistent with the
order of appearance in Contract forms.

EXHmIT K
PART 2

EXPLANATION OF BRACKETS (HMO PLAN)

(6.18. The Waiting Period provision of the Employee Coverage provision
may be omitted or included at the option of the Employer. If included,
the period may not exceed 6 months and must satisfy the requirements
of regulation.
{7.19. The date Employee and Dependent coverage ends may vary to
accommodate Employer and/or Carrier administration practices. For
example, coverage may end immediately or may end at the end of the
month following a termination event.
10. The Utilization Review Features provisions may be omitted in their
entirety, or only one section, the Required Hospital Stay Review or the
Required Pre-Surgical Review section may be omitted. If any portion
of Utilization Review Features is to be included, either the text must
conform to the text of the standard form, except that the penalty for
non-compliance may be adjusted to reflect a different percentage, or to
utilize a dollar penalty; or the text must be submitted to the Board and
the Department of Insurance for review and approval prior to use, as
specified in regulation.
11. The Alternate Treatment Features provisions may be omitted. Car­
rier may administratively provide for such provisions. If included in the
policy, the text must conform to the text of the standard form.
12. The Centers of Excellence Features provisions may be omitted. If
included in the policy, the text must conform to the text of the standard
form.

7. The Waiting Period provision of the Employee Coverage Provision
may be omitted or included at the option of the Employer. If included,
the period may not exceed 6 months and must satisfy the requirements
of regulation.

Full text of the proposed new exhibits follows:

EXHIBIT V

[Carrier] PLAN A

SMALL GROUP HEALTH BENEFITS [CERTIFICATE]
IICarrier] certifies that the Employee named [below] is entitled to the
benefits described in this [certificate], as of the effective date shown
[below], subject to the eligibility and effective date requirements of the
Policy.
This [certificate] replaces any and all [certificates] previously issued to
the Employee under any group policies issued by [Carrier] providing the
types of benefits described in this [certificate].
The Policy is a contract between [Carrier] and the Policyholder. This
[certificate] is a summary of the Policy provisions that affect your in­
surance. All benefits and exclusions are subject to the terms of the Policy.

POLICYHOLDER: [ABC Company]
GROUP POLICY NUMBER: [G-12345]
EMPLOYEE: [JOHN DOE]
CERTIFICATE NUMBER: [C-1234567]
EFFECTIVE DATE: 01-01-94

[CERTIFICATE] INDEX
SECTION PAGE(S)
Schedule of Insurance .
General Provisions .
Claims Provisions .
Definitons ..
Employee Coverage ..
Dependent Coverage .
Preferred Provider Organization Provisions .
Point of Service Provisions ..
Health Benefits Insurance .
Utilization Review Features .
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Co-Insurance
Co-Insurance is the percentage of a Covered Charge that must be paid
by a Covered Person. However, [Carrier] will waive the Co-Insurance
requirement once the Co-Insurance Cap has been reached. The Policy's
Co-Insurance, as shown below, does not include penalties incurred under
the Policy's Utilization Review provisions, or any other Non-Covered
Charge.

$1,000,000

$100
$300

20%
20%

None
None

30 days
exchange basis • for Hospital days

• During a Confinement In An Extended Care Center Or Rehabilitation
Center

[Carrier] will cover the lesser of:
a. the center's actual daily room and board charge; or
b. 50% of the covered daily room and board charge made by the

Hospital during the Covered Person's preceding Hospital confinement,
for semi-private accommodations.
Pre-Approval is required for charges incurred in connection with:
• Extended Care and Rehabilitation
• Home Health Care
• Hospice Care
Charges which are not Pre-Approved by [Carrier] are Non-Covered
Charges.
Payment Limits: For Illness or Injury, [Carrier] will pay up to the
payment limit shown below:
Charges for Inpatient Hospital
confinement
Charges for Home Health Care
Charges for Extended Care or
Rehabilitation Center Care exchange basis • for Hospital days
Charges for Hospice Care exchange basis • for Hospital days
'See the Covered Charges section for a description of the exchange rules.
Charges for Preventive Care per Calendar Year
(Not subject to Cash Deductible or Co-Insurance)
-per Covered Person
-per Covered Family
Per Lifetime Maximum Benefit (for all Illnesses
and Injuries

GENERAL PROVISIONS

INCONTESTABIllTY OF THE POllCY
There will be no contest of the validity of the Policy, except for not
paying premiums, after it has been in force for 2 years from the Effective
Date.
No statement in any application, except a fraudulent statement, made
by the Policyholder or hy a person insured under the Policy shall be
used in contesting the validity of his or her insurance or in denying a
claim for a loss incurred after such insurance has been in force for two
years during the person's lifetime. Note: There is no time limit with
respect to a contest in connection with fraudulent statements.

-an Extended Care Center or
Rehabilitation Center

-a Hospice
• for the following Covered Charges

incurred while the Covered Person
is an Inpatient in a Hospital:
- Prescription Drugs None 20%
-Blood Transfusions None 20%
- Infusion Therapy None 20%
-Chemotherapy None 20%
- Radiation Therapy None 20%

• for all other Covered Charges 70% 50%
The Coinsured Charge Limit means the amount of Covered Charges
a Covered Person must incur before no Co-Insurance is required.
Coinsured Charge Limit: $10,000

Daily Room and Board Limits

• During a Period of Hospital Confinement
For semi-private room and board accommodations, [Carrier] will cover
charges up to the Hospital's actual daily semi-private room and board
rate.
For private room and board accommodations, [Carrier] will cover charges
up to the Hospital's average daily semi-private room and board rate,
or if the Hospital does not have semi-private accommodations, 80% of
its lowest daily room and board rate. However, if the Covered Person
is being isolated in a private room because the Covered Person has a
communicable illness, [Carrier] will cover charges up to the Hospital's
actual private room charge.
For Special Care Units, [Carrier] will cover charges up to the Hospital's
actual daily room and board charge.

Confine-

$2,500

$250
$1,250

20%
20%
20%

None
None
None

If treatment, services or supplies
are given by:

a Network an Out-Network
Pro"UJer Pro"ider

as follows:
None None

$250
$500 Note: Must be individually
satisfied by 2 separate Covered
Persons

Medicare Alternate Deductible
For a Covered Person who is eligible for Medicare by reason of a
disability, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.
After the 18 month period described in Medicare as Secondary Payor,
ends with respect to a Covered Person who is eligible for Medicare solely
on the basis of End Stage Renal Disease, but is not insured by both
Parts A and B, the Medicare Alternate Deductible is equal to the Cash
Deductible plus what Parts A and B of Medicare would have paid had
the Covered Person been so insured.

Hospital Confinement Co-Payment
-per day
-maximum CO-Payment per Period of Confinement
-maximum Co-Payment per Covered Person per

Calendar Year

Calendar Year Cash Deductible:
• for Hospital Confinement None (Note: See Hospital

ment Co-Payment)
None

The Co-Insurance for the Policy is
• for Preventive Care
• for Facility charges made by:

-a Hospital
-an Ambulatory Surgical Center
-a Birthing Center

• for Preventive Care
• for All Other Charges

-per Covered Person
-per Covered Family

• During a Period of Hospital Confinement
For semi-private room and board accommodations, [Carrier] will cover
charges up to the Hospital's actual daily semi-private room and board
rate.
For private room and board accommodations, [Carrier] will cover charges
up to the Hospital's average daily semi-private room and board rate,
or if the Hospital does not have semi-private accommodations, 80% of
its lowest daily room and board rate. However, if the Covered Person
is being isolated in a private room because the Covered Person has a
communicable disease, [Carrier] will cover charges up to the Hospital's
actual private room charge.
For Special Care Units, [Carrier] will cover charges up to the Hospital's
actual daily room and board charge.

• During a Confinement In An Extended Care Center Or Rehabilitation
Center

[Carrier] will cover the lesser of:
a. the center's actual daily room and board charge; or
b. 50% of the covered daily room and board charge made by the

Hospital during the Covered Person's preceding Hospital confinement,
for semi-private accommodations.
Pre-Approval is required for charges incurred in connection with:
• Extended Care and Rehabilitation
• Home Health Care
• Hospice Care
Charges which are not Pre-Approved by [Carrier] are Non-Covered
Charges.

EMPLOYEE AND DEPENDENT HEALTH BENEFITS
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[PAYMENT OF PREMIUMS-GRACE PERIOD
Premiums are to be paid by the Policyholder to [Carrier]. Each may
be paid at a [Carrier's] office [or to one of its authorized agents.] One
is due on each premium due date stated on the first page of the Policy.
The Policyholder may pay each premium other than the first within 31
days of the premium due date without being charged interest. Those
days are known as the grace period. The Policyholder is liable to pay
premiums to [Carrier] for the time the Policy is in force. Premiums
unpaid after the end of the grace period are subject to a late payment
interest charge determined as a percentage of the amount unpaid. That
percentage will be determined by [Carrier] from time to time, but will
not be more than the maximum allowed by law.]

MISSTATEMENTS
If the age of an Employee, or any other relevant facts, are found to
have been misstated, and the premiums are thereby affected, an equitable
adjustment of premiums will be made. If such misstatement involves
whether or not the person's coverage would have been accepted by
[Carrier], or the amount of coverage, subject to the Policy's In­
contestability section, the true facts will be used in determining whether
coverage is in force under the terms of the Policy, and in what amounts.

[DMDENDS
[Carrier] will determine the share, if any, of its divisible surplus allocable
to the Policy as of each Policy Anniversary, if the Policy stays in force
by the payment of all premiums to that date. The share will be credited
to the Policy as a dividend as of that date.
Each dividend will be paid to the Policyholder in cash unless the
Policyholder asks that it be applied toward the premium then due or
future premiums due.
[Carrier's] sole liability as to any dividend is as set forth above.
If the aggregate dividends under the Policy and any other policy(ies)
of the Policyholder exceed the aggregate payments towards their cost
made from the Employer's own funds, the Policyholder will see that an
amount equal to the excess is applied for the benefit of Covered Persons.]

OFFSET
[Carrier] reserves the right, before paying benefits to a Covered Person,
to use the amount of payment due to offset a claims payment previously
made in error.

CONTINUING RIGHTS
[Carrier's] failure to apply terms or conditions does not mean that
[Carrier] waives or gives up any future rights under the Policy.

CONFORMTIY WITH LAW
Any provision of the Policy which, on its Effective Date, is in conflict
with the statutes of the state in which the Covered Person resides, or
with Federal law, is hereby amended to conform to the minimum require­
ments of such State Jawor Federal law.

LIMITATION OF ACTIONS
No action at law or in equity shall be brought to recover on the Policy
until 60 days after a Covered Person files written proof of loss. No such
action shall be brought more than three years after the end of the time
within which proof of loss is required.

WORKERS' COMPENSATION
The health benefits provided under the Policy are not in place of, and
do not affect requirements for coverage by Workers' Compensation.

CLAIMS PROVISIONS
A claimant's right to make a claim for any benefits provided by the Policy
is governed as follows:

[NOTICE OF LOSS
A claimant should send a written notice of claim to [Carrier] within 20
days of a loss. No special form is required to do this. The notice need
only identify the claimant and the Policyholder.
When [Carrier] receives the notice, it will send a proof of claim form
to the claimant.
The claimant should receive the proof of claim form within 15 days of
the date [Carrier] received the notice of claim.
If the form is received within such time, it should be completed, as
instructed, by all persons required to do so. Additional proof, if required,
should be attached to the form.

If the form is not received within such time, the claimant may provide
written proof of claim to [Carrier] on any reasonable form. Such proof
must state the date the Injury or Illness began and the nature and extent
of the loss.]

PROOF OF LOSS
Proof of loss must be sent to [Carrier] within 90 days of the loss.
If a notice or proof is sent later than 90 days of the loss, [Carrier] will
not deny or reduce a claim if the notice or proof was sent as soon as
possible.

PAYMENT OF CLAIMS
[Carrier] will pay all benefits to which the claimant is entitled as soon
as [Carrier] receives written proof of loss. All benefits will be paid as
they accrue. Any benefits unpaid at the Covered Person's death will be
paid as soon as [Carrier] receives due proof of the death to one of the
following:

a. his or her estate;
b. his or her spouse;
c. his or her parents;
d. his or her children;
e. his or her brothers and sisters; or
f. any unpaid provider of health care services.

When an Employee files proof of loss, he or she may direct [Carrier],
in writing, to pay health care benefits to the recognized provider of health
care who provided the covered service for which benefits became
payable. [[Carrier] may honor such direction at [Carrier's] option.] [For
covered services from an eligible Facility or Practitioner, [Carrier] will
determine to pay either the Covered Person or the Facility or the
Practitioner.] The Employee may not assign his or her right to take legal
action under the Policy to such provider.

PHYSICAL EXAMS
[Carrier], at its expense, has the right to examine the insured. This may
be done as often as reasonably needed to process a claim. [Carrier] also
has the right to have an autopsy performed, at its expense.

LIMITATIONS OF ACTIONS
A Covered Person cannot bring a legal action against the Policy until
60 days from the date he or she files proof of loss. And he or she cannot
bring legal action against the Policy after three years from the date he
or she files proof of loss.

DEFINITIONS
The words shown below have special meanings when used in the Policy
and this [certificate]. Please read these definitions carefully.
[Throughout the [certificate], these defined terms appear with their
initial letter capitalized.]
Actively at Work or Active Work means performing, doing, participating
or similarly functioning in a manner usual for the task for full pay, at
the Employer's place of business, or at any other place that the
Employer's business requires You to go.
Alcohol Abuse means abuse of or addiction to alcohol.
Ambulance means a certified transportation vehicle for transporting III
or Injured people that contains all life-saving equipment and staff as
required by state and local law.
Ambulatory Surgical Center means a Facility mainly engaged in perform­
ing Outpatient Surgery. It must:

a. be staffed by Practitioners and Nurses, under the supervision of
a Practitioner;

b. have permanent operating and recovery rooms;
c. be staffed and equipped to give emergency care; and
d. have written back-up arrangements with a local Hospital for

emergency care.
[Carrier] will recognize it if it carries out its stated purpose under all
relevant state and local laws, and it is either:

a. accredited for its stated purpose by either the Joint Commission
or the Accreditation Association for Ambulatory Care; or

b. approved for its stated purpose by Medicare.
[Carrier] does not recognize a Facility as an Ambulatory Surgical Center
if it is part of a Hospital.
Birthing Center means a Facility which mainly provides care and treat­
ment for women during uncomplicated pregnancy, routine full-term
delivery, and the immediate post-partum period. It must:
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a. provide full-time Skilled Nursing Care by or under the supervision
of Nurses;

b. be staffed and equipped to give emergency care; and
c. have written back-up arrangements with a local Hospital for

emergency care.
[Carrier] will recognize it if:

a. it carries out its stated purpose under all relevant state and local
laws; or

b. it is approved for its stated purpose by the Accreditation Associa­
tion for Ambulatory Care; or

c. it is approved for its stated purpose by Medicare.
[Carrier] does not recognize a Facility as a Birthing Center if it is part
of a Hospital.
Board means the Board of Directors of the New Jersey Small Employer
Health Program.
Calendar Year means each successive 12 month period which starts on
January 1 and ends on December 3l.
Cash Deductible means the amount of Covered Charges that a Covered
Person must pay before the Policy pays any benefits for such charges.
Cash Deductible does not include Co-Insurance, Co-Payments and Non­
Covered Charges. See the The Cash Deductible section of this
[certificate] for details.
Co-Insurance means the percentage of a Covered Charge that must be
paid by a Covered Person. Co-Insurance does not include Cash Deduc­
tibles, Co-Payments or Non-Covered Charges.
Co-Payment means a specified dollar amount a Covered Person must
pay for specified Covered Charges.
Covered Charges are Reasonable and Customary charges for the types
of services and supplies described in the Covered Charges and Covered
Charges with Special Limitations section of the Policy. The services and
supplies must be:

a. furnished or ordered by a recognized health care Provider; and
b. Medically Necessary and Appropriate to diagnose or treat an Illness

or Injury.
A Covered Charge is incurred on the date the service or supply is
furnished. Subject to all of the terms of the Policy, [Carrier) pays benefits
for Covered Charges incurred by a Covered Person while he or she is
insured by the Policy. Read the entire [certificate] to find out what
[Carrier] limits or excludes.
Covered Person means an eligible Employee or a Dependent who is
insured under the Policy.
Current Procedural Terminology (C.PT.) means the most recent edition
of an annually revised listing published by the American Medical Associa­
tion which assigns numerical codes to procedures and categories of
medical care.
Custodial Care means any service or supply, including room and board,
which:

a. is furnished mainly to help a person meet his or her routine daily
needs; or

b. can be furnished by someone who has no professional health care
training or skills.
Even if a Covered Person is in a Hospital or other recognized Facility,
[Carrier] does not pay for care if it is mainly custodial.
Dependent means Your:

a. legal spouse;
b. unmarried Dependent child who is under age 19; and
c. unmarried Dependent child from age 19 until his or her 23rd

birthday, who is enrolled as a full-time student at an accredited school.
Full-time students status will be as defined by the accredited school.
A Dependent is not a person who is:

a. on active duty in any armed forces of any country; or
b. eligible for coverage under the Policy as an Employee.

Under certain circumstances, an incapacitated child is also a Dependent.
See the Dependent Coverage section of this [certificate].
An Employee's "unmarried Dependent child" includes:

a. Your legally adopted children,
b. Your step-children if such step-children depend on You for most

of their support and maintenance, and
c. children under a court appointed guardianship.

PROPOSALS

[Carrier] treats a child as legally adopted from the time the child is placed
in the home for purposes of adoption. [Carrier] treats such a child this
way whether or not a final adoption order is ever issued.
Dependent's Eligiblity Date means the later of:

a. the Employee's Eligiblity Date; or
b. the date the person first becomes a Dependent.

Diagnostic Services means procedures ordered by a recognized Provider
because of specific symptoms to diagnose a specific condition or disease.
Some examples are:

a. radiology, ultrasound and nuclear medicine;
b. laboratory and pathology; and
c. EKG's, EEG's and other electronic diagnostic tests.

Except as allowed under the Preventive Care Covered Charge,
Diagnostic Services do not include procedures ordered as part of a
routine or periodic physical examination or screening examination.
Discretion means the [Carrier's] sole right to make a decision or de­
termination. The decision will be applied in a reasonable and non­
discriminatory manner.
Durable Medical Equipment is equipment which is:

a. designed and able to withstand repeated use;
b. primarily and customarily used to serve a medical purpose;
c. generally not useful to a Covered Person in the absence of an Illness

or Injury; and
d. suitable for use in the home.

Some examples are walkers, wheelchairs, hospital-type beds, breathing
equipment and apnea monitors.
Among other things, Durable Medical Equipment does not include
adjustments made to vehicles, air conditioners, air purifiers, humidifiers,
dehumidifiers, elevators, ramps, stair glides, Emergency Alert equipment,
handrails, heat appliances, improvements made to the home or place
of business, waterbeds, whirlpool baths and exercise and massage equip­
ment.
Effective Date means the date coverage begins under the Policy for an
Employee or Dependent.
Employee means a Full-Time Employee (25 hours per week) of the
Employer. Partners, Proprietors, and independent contractors will be
treated like Employees, if they meet all of the Policy's conditions of
eligibility. Employees who work on a temporary or substitute basis are
not considered to be Employees for the purpose of the Policy. See also
You, Your, Yours.
Employee's Eligiblity Date means the later of:

a. the date of employment; or
b. the day after any applicable waiting period ends.

Employer means [ABC Company].
Experimental or Investigational means [Carrier] determines a service or
supply is:

a. not of proven benefit for the particular diagnosis or treatment of
a particular condition; or

b. not generally recognized by the medical community as effective or
appropriate for the particular diagnosis or treatment of a particular
condition; or

c. provided or performed in special settings for research purposes or
under a controlled environment or clinical protocol.
Unless otherwise required by law with respect to drugs which have been
prescribed for the treatment of a type of cancer for which the drug has
not been approved by the United States Food and Drug Administration
(FDA), [Carrier] will not cover any services or supplies, including treat­
ment, procedures, drugs, biological products or medical devices or any
hospitalizations in connection with Experimental or Investigational
services or supplies.
[Carrier] will also not cover any technology or any hospitalization primari­
ly to receive such technology if such technology is obsolete or ineffective
and is not used generally by the medical community for the particular
diagnosis or treatment of a particular condition.
Governmental approval of technology is not necessarily sufficient to
render it of proven benefit or appropriate or effective for a particular
diagnosis or treatment of a particular condition, as explained below.
[Carrier] will apply the following five criteria in determining whether
services or supplies are Experimental or Investigational:

a. Any medical device, drug, or biological product must have received
final approval to market by the FDA for the particular diagnosis or
condition. Any other approval granted as an interim step in the FDA
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regulatory process, e.g., an Investigational Device Exemption or an
Investigational New Drug Exemption, is not sufficient. Once FDA ap­
proval has been granted for a particular diagnosis or condition, use of
the medical device, drug or biological product for another diagnosis or
condition will require that one or more of the following established
reference compendia:

1. The American Medical Association Drug Evaluations;
2. The American Hospital Formulary Service Drug Information;

or
3. The United States Pharmacopeia Drug Information

recognize the usage as appropriate medical treatment. As an alternative
to such recognition in one or more of the compendia, the usage of the
drug will be recognized as appropriate if it is supported by the
preponderance of evidence that exists in clinical studies that are reported
in major peer-reviewed medical literature or review articles that are
reported in major peer-reviewed medical literature. A medical device,
drug, or biological product that meets the above tests will not be con­
sidered Experimental or Investigational.
In any event, any drug which the Food and Drug Administration has
determined to be contraindicated for the specific treatment for which
the drug has been prescribed will be considered Experimental or In­
vestigational.

b. Conclusive evidence from the published peer-reviewed medical
literature must exist that the technology has a definite positive effect
on health outcomes; such evidence must include well-designed investiga­
tions that have been reproduced by non affiliated authoritative sources,
with measurable results, backed up by the positive endorsements of
national medical bodies or panels regarding scientific efficacy and ra­
tionale;

c. Demonstrated evidence as reflected in the published peer-reviewed
medical literature must exist that over time the technology leads to
improvement in health outcomes, i.e., the beneficial effects outweigh any
harmful effects;

d. Proof as reflected in the published peer-reviewed medical literature
must exist that the technology is at least as effective in improving health
outcomes as established technology, or is usable in appropriate clinical
contexts in which established technology is not employable; and

e. Proof as reflected in the published peer-reviewed medical literature
must exist that improvements in health outcomes; as defined item c.
above, is possible in standard conditions of medical practice, outside
clinical investigatory settings.
Extended Care Center means a Facility which mainly provides full-time
Skilled Nursing Care for III or Injured people who do not need to be
in a Hospital. [Carrier] will recognize it if it carries out its stated purpose
under all relevant state and local laws, and it is either:

a. accredited for its stated purpose by the Joint Commission; or
b. approved for its stated purpose by Medicare. In some places, an

"Extended Care Center" may be called a "Skilled Nursing Center."
Facility means a place [Carrier] is required by law to recognize which:

a. is properly licensed, certified, or accredited to provide health care
under the laws of the state in which it operates; and

b. provides health care services which are within the scope of its
license, certificate or accreditation and are covered by the Policy.
Full-Time means a normal work week of 25 or more hours. Work must
be at the Employer's regular place of business or at another place to
which an Employee must travel to perform his or her regular duties for
his or her full and normal work hours.
Generic Drug means an equivalent Prescription Drug containing the
same active ingredients as a brand name Prescription Drug but costing
less. The equivalent must be identical in strength and form as required
by the FDA.
Government Hospital means a Hospital operated by a government or
any of its subdivisions or agencies, including but not limited to a Federal,
military, state, county or city Hospital.
Home Health Agency means a Provider which provides Skilled Nursing
Care for III or Injured people in their home under a home health care
program designed to eliminate Hospital stays. [Carrier] will recognize
it if it is licensed by the state in which it operates, or it is certified to
participate in Medicare as a Home Health Agency.
Hospice means a Provider which provides palliative and supportive care
for terminally ill or terminally injured people under a hospice care
program. [Carrier] will recognize a hospice if it carri~s ~lUt. its stated
purpose under all relevant state and local laws, and It IS either:

a. approved for its stated purpose by Medicare; or
b. it is accredited for its stated purpose by either the Joint Commission

or the National Hospice Organization.
Hospital means a Facility which mainly provides Inpatient care for III
or Injured people. [Carrier] will recognize it if it carries out its stated
purpose under all relevant state and local laws, and it is either:

a. accredited as a Hospital by the Joint Commission; or
b. approved as a Hospital by Medicare.

Among other things, a Hospital is not a convalescent home, rest or
nursing Facility, or a Facility, or part of it, which mainly provides
Custodial Care, educational care or rehabilitative care. A Facility for
the aged or substance abusers is also not a Hospital.
Illness means a sickness or disease suffered by a Covered Person. A
Mental and Nervous Condition is not an Illness.
Initial Dependent means those eligible Dependents an Employee has
at the time he or she first becomes eligible for Employee coverage. If
at the time the Employee does not have any eligible Dependents, but
later acquires them, the first eligible Dependents he or she acquires are
his or her Initial Dependents.
Injury means all damage to a Covered Person's body due to accident,
and all complications arising from that damage.
Inpatient means a Covered Person who is physically confined as a
registered bed patient in a Hospital or other recognized heath care
Facility.
Joint Commission means the Joint Commission on the Accreditation of
Health Care Facilities.
Late Enrollee means an eligible Employee or Dependent who requests
enrollment under the Policy more than [30] days after first becoming
eligible. However, an eligible Employee or Dependent will not be con­
sidered a Late Enrollee under certain circumstances. See the Employee
Coverage and Dependent Coverage sections of the Policy.
Medical Emergency means the sudden, unexpected onset, due to Illness
or Injury of a medical condition that is expected to result in either a
threat to life or to an organ, or a body part not returning to full function.
Heart attacks, strokes, convulsions, severe burns, obvious bone fractures,
wounds requiring sutures, poisoning, and loss of consciousness are
Medical Emergencies.
Medically Necessary and Appropriate means that a service or supply
is provided by a recognized health care Provider, and [Carrier] de­
termines at its Discretion, that it is:

a. necessary for the symptoms and diagnosis or treatment of the
condition, Illness or Injury;

b. provided for the diagnosis, or the direct care and treatment, of the
condition, Illness or Injury;

c. in accordance with generally accepted medical practice;
d. not for the convenience of a Covered Person;
e. the most appropriate level of medical care the Covered Person

needs;
f. furnished within the framework of generally accepted methods of

medical management currently used in the United States.
The fact that an attending Practitioner prescribes, orders, recommends
or approves the care, the level of care, or the length of time care is
to be received, does not make the services Medically Necessary and
Appropriate.
Medicaid means the health care program for the needy provided by Title
XIX of the United States Social Security Act, as amended from time
to time.
Medicare means Parts A and B of the health care program for the aged
and disabled provided by Title XVIII of the United States Social Security
Act, as amended from time to time.
Mental and Nervous Condition means a condition which manifests
symptoms which are primarily mental or nervous, for which the primary
treatment is psychotherapy or psychotherapeutic methods of psychotropic
medication, regardless of any underlying physical cause. A Mental and
Nervous Condition includes, but is not limited to, psychoses, neurotic
and anxiety disorders, schizophrenic disorders, affective disorders,
personality disorders, and psychological or behaviorial abnormalities as­
sociated with transient or permanent dysfunction of the brain or related
neurohormonal systems.
In determining whether or not a particular condition is a Mental and
Nervous Condition, [Carrier] may refer to the current edition of the
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Diagnostic and Statistical manual of Mental Disorders of the American
Psychiatric Association.
Newly Acquired Dependent means an eligible Dependent an Employee
acquires after he or she already has coverage in force for Initial Depen­
dents.
Non-Covered Charges are charges which do not meet the Policy's defini­
tion of Covered Charges, or which exceed any of the benefit limits shown
in the Policy and in this [certificate], or which are specifically identified
as Non-Covered Charges or are otherwise not covered by the Policy.
Nurse means a registered nurse or licensed practical nurse, including
a nursing specialist such as a nurse mid-wife or nurse anesthetist, who:

a. is properly licensed or certified to provide medical care under the
laws of the state where he or she practices; and

b. provides medical services which are within the scope of his or her
license or certificate and are covered by the Policy.
Outpatient means a Covered Person who is registered at a recognized
health care Facility who is not an Inpatient.
Per Lifetime means during the lifetime of an individual, regardless of
whether he or she is covered under the Policy or any other policy or
plan:

a. as an Employee or Dependent; and
b. with or without interruption.

Period of Confinement means consecutive days of Inpatient services
provided to an Inpatient or successive Inpatient confinements due to
the same or related causes, when discharge and re-admission to a
recognized Facility occurs within 90 days or less. [Carrier] determines
if the cause(s) of the confinements are the same or related.
Plan means the [Carrier's] group health benefit plan purchased by Your
Employer. [Note: If the "Plan" definition is employed, references in this
[certificate] to "Policy" should be changed to read "Plan"]
Planholder means Your Employer who purchased this group health
benefit plan. [Note: If the "Planholder" definition is employed, ref­
erences in this [certificate] to "Policyholder" should be changed to read
"Planholder"]
Podiatric Care means treatment of Illness or deformity below the ankle,
but does not include dislocations or fractures of the foot.
Policy means the group policy, including the application and any riders,
amendments, or endorsements, between Your Employer and [Carrier].
Policyholder means Your Employer who purchased the Policy.
Practitioner means a person [Carrier] is required by law to recognize
who:

a. is properly licensed or certified to provide medical care under the
laws of the state where he or she practices; and

b. provides medical services which are within the scope of his or her
license or certificate and are covered by the Policy.
Pre-Approval or Pre-Approved means the [Carrier's] written approval for
specified services and supplies prior to the date charges are incurred.
Charges which are not Pre-Approved are Non-Covered Charges.
Pre-Existing Condition means an Illness or Injury which manifests itself
in the six months before a Covered Person's coverage under the Policy
starts, and for which:

a. a Covered Person sees a Practitioner, takes Prescription Drugs,
receives other medical care or treatment or had medical care or treat­
ment recommended by a Practitioner in the six months before his or
her coverage star~; or

b. an ordinarily prudent person would have sought medical advice,
care or treatment in the six months before his or her coverage starts.
A pregnancy which exists on the date a Covered Person's coverage starts
is also a Pre-Existing Condition.
Prescription Drugs are drugs, biologicals and compound prescriptions
which are sold only by prescription and which are required to show on
the manufacturer's label the words: "Caution-Federal Law Prohibits
Dispensing Without a Prescription" or other drugs and devices as de­
termined by [Carrier], such as insulin.
Preventive Care means charges for routine physical examinations, includ­
ing related laboratory tests and x-rays, immunizations and vaccine, well
baby care, pap smears, mammography and screening tests.
Provider means a recognized Facility or Practitioner of health care in
accordance with the terms of the Policy.
Reasonable aDd Customary means an amount that is not more than the
[lesser of:

PROPOSALS

• the] usual or customary charge for the service or supply as determined
by [Carrier], based on a standard approved by the Board[; or

• the negotiated fee schedule.]
The Board will decide a standard for what is Reasonable and Customary
under the Policy. The chosen standard is an amount which is most often
charged for a given service by a Provider within the same geographic
area.
Rehabilitation Center means a Facility which mainly provides therapeutic
and restorative services to III or Injured people. [Carrier] will recognize
it if it carries out its stated purpose under all relevant state and local
laws, and it is either:

a. accredited for its stated purpose by either the Joint Commission
or the Commission on Accreditation for Rehabilitation Facilities; or

b. approved for its stated purpose by Medicare.
In some places a Rehabilitation Center is called a "rehabilitation
hospital."
Routine Foot Care means the cutting, debridement, trimming, reduction,
removal or other care of corns, calluses, flat feet, fallen arches, weak
feet, chronic foot strain, dystrophic nails, excrescences, helomas,
hyperkeratosis, hypertrophic nails, non-infected ingrown nails, de­
ratomas, keratosis, onychauxis, onychocryptosis, tylomas or symptomatic
complaints of the feet. Routine Foot Care also includes orthopedic shoes,
foot orthotics and supportive devices for the foot.
Routine Nursing Care means the appropriate nursing care customarily
furnished by a recognized Facility for the benefit of its Inpatients.
Schedule means the Schedule of Insurance contained in the Policy and
in this [certificate].
Skilled Nursing Care means services which are more intensive than
Custodial Care, are provided by a registered Nurse (R.N.) or Licensed
Practical Nurse (L.P.N.), and require the technical skills and professional
training of an R.N. or L.P.N.
Skilled Nursing Center (see Extended Care Center.)
Small Employer means any person, firm, corporation, partnership or
association actively engaged in business which, on at least 50% of its
working days during the preceding Calendar Year quarter, employed at
least two, but no more than 49 eligible Employees, the majority of whom
are employed within the State of New Jersey. In determining the number
of eligible Employees, all Affiliated Companies will be considered as one
Employer.
Special Care Unit means a part of a Hospital set up for very ill patients
who must be observed constandy. The unit must have a specially trained
staff. And it must have special equipment and supplies on hand at all
times. Some types of Special Care Units are:

a. intensive care units;
b. cardiac care units;
c. neonatal care units; and
d. burn units.

Substance Abuse means abuse of or addiction to drugs.
Surgery means:

a. the performance of generally accepted operative and cutting
procedures, including surgical diagnostic procedures, specialized in­
strumentations, endoscopic examinations, and other invasive procedures;

b. the correction of fractures and dislocations;
c. Reasonable and Customary pre-operative and post-operative care;

or
d. any of the procedures designated by Current Procedural Terminolo­

gy codes as Surgery.
Therapeutic Manipulation means the treatment of the articulations of
the spine and musculoskeletal structures for the purpose of relieving
certain abnormal clinical conditions resulting from the impingement
upon associated nerves causing discomfort. Some examples are manipula­
tion or adjustment of the spine, hot or cold packs, electrical muscle
stimulation, diathermy, skeletal adjustments, massage, adjunctive, ultra­
sound, doppler, whirlpool or hydro therapy or other treatment of similar
nature.
Total Disability or Totally Disabled means, except as otherwise specified
in the Policy, that an Employee who, due to Illness or Injury, cannot
perform any duty of his or her occupation or any occupation for which
he or she is, or may be, suited by education, training and experience,
and is not, in fact, engaged in any occupation for wage or profit. A
Dependent is totally disabled if he or she cannot engage in the normal
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activities of a person in good health and of like age and sex. The
Employee or Dependent must be under the regular care of a Practitioner.
[We, Us, Our and [Carrier] mean [Carrier].]
[you, Your and Yours mean an Employee who is insured under the
Policy.]
Eligible Employees
Subject to the Conditions of Eligibility set forth below, and to all of
the other conditions of the Policy, all of the Policyholder's Employees
who are in an eligible class will be eligible if the Employees are Actively
at Work Full-Time Employees.
For purposes of the Policy, [Carrier] will treat partners, proprietors and
independent contractors like Employees if they meet the Policy's Con­
ditions of Eligibility.

Conditions of Eligibility

Full-Time Requirement
[Carrier] will not insure an Employee unless the Employee is an Actively
at Work Full-Time Employee.

Enrollment Requirement
[Carrier] will not insure the Employee until the Employee enrolls and
agrees to make the required payments, if any. If the Employee does
this within [30] days of the Employee's Eligibility Date, coverage is
scheduled to start on the Employee's Eligibility Date.
If the Employee enrolls and agrees to make the required payments, if
any:

a. more than [30] days after the Employee's Eligibility Date; or
b. after the Employee previously had coverage which ended because

the Employee failed to make a required payment,
[Carrier] will consider the Employee to be a Late Enrollee. Late
Enrollees are subject to the Policy's Pre-Existing Conditions limitation.
However, if an Employee initially waived coverage under the Policy, and
the Employee stated at that time that such waiver was because he or
she was covered under another group plan, and Employee now elects
to enroll under the Policy, [Carrier] will not consider the Employee to
be a Late Enrollee, provided the coverage under the other plan ends
due to one of the following events:

a. termination of employment;
b. divorce;
c. death of the Employee's spouse; or
d. termination of the other plan's coverage.

But, the Employee must enroll under the Policy within 90 days of the
date that any of the events described above occur. Coverage will take
effect as of the date he or she becomes eligible.

[The Waiting Period
The Policy has the following waiting periods:
Employees in an eligible class on the Effective Date, who have completed
at least [6] months of continuous Full-Time service with the Employer
by that date, are eligible for insurance under the Policy from the Effective
Date.
Employees in an eligible class on the Effective Date, who have not
completed at least [6] months of continuous Full-Time service with the
Employer by that date, are eligible for insurance under the Policy from
the date after Employees complete [6] months of continuous Full-Time
service.
Employees who enter an eligible class after the Effective Date are eligible
for insurance under the Policy from the day after Employees complete
[6] months of continuous Full-Time service with the Employer.]

When Employee Coverage Starts
You must be Actively at Work, and working Your regular number of
hours, on the date Your coverage is scheduled to start. And You must
have met all the conditions of eligibility which apply to You. If You
are not Actively at Work on the scheduled Effective Date, [Carrier] will
postpone the start of Your Coverage until You return to Active Work.
Sometimes, a scheduled Effective Date is not a regularly scheduled work
day. But Your coverage will start on that date if You were Actively at
Work, and working Your regular number of hours, on Your last regularly
scheduled work day.
You must elect to enroll and agree to make the required payments, if
any, within [30] days of the Employee's Eligibility Date. If You do this
within [30] days of the Employee's Eligibility Date, Your coverage is

scheduled to start on the Employee's Eligibility Date. Such Employee's
Eligibility Date is the scheduled Effective Date of Your coverage.

When Employee Coverage Ends
Your insurance under the Policy will end on the first of the following
dates:

a. [the date] You cease to be an Actively at Work Full-Time Employee
for any reason. Such reasons include disability, death, retirement, lay­
off, leave of absence, and the end of employment.

b. [the date] You stop being an eligible Employee under the Policy.
c. the date the Policy ends, or is discontinued for a class of Employees

to which You belong.
d. the last day of the period for which required payments are made

for You.
Also, You may have the right to continue certain group benefits for a
limited time after Your coverage would otherwise end. This [certificate's]
benefits provisions explain these situations. Read this [certificate's]
provisions carefully.

DEPENDENT COVERAGE

Eligible Dependents for Dependent Health Benefits
Your eligible Dependents are Your:

a. legal spouse;
b. unmarried Dependent children who are under age 19; and
c. unmarried Dependent children, from age 19 until their 23rd birth­

day, who are enrolled as full-time students at accredited schools. Full­
time students will be as defined by the accredited school.
A Dependent is not a person who is:

a. on active duty in any armed forces of any country; or
b. eligible for coverage under the Policy as an Employee.

Under certain circumstances, an incapacitated child is also a Dependent.
See the Incapacitated Children section of this [certificate].
Your "unmarried Dependent child" includes:

a. Your legally adopted children,
b. Your step-children if such step-children depend on You for most

of their support and maintenance, and
c. children under a court appointed guardianship.

[Carrier] treats a child as legally adopted from the time the child is placed
in the home for purpose of adoption. [Carrier] treats such a child this
way whether or not a final adoption order is ever issued.

Incapacitated Children
You may have an unmarried child with a mental or physical incapacity,
or developmental disability, who is incapable of earning a living. Subject
to all of the terms of this section and the Policy, such a child may stay
eligible for Dependent health benefits past the Policy's age limit.
The child will stay eligible as long as the child stays unmarried and
incapable of earning a living, if:

a. the child's condition started before he or she reached the Policy's
age limit;

b. the child became insured by the Policy or any other policy before
the child reached the age limit and stayed continuously insured after
reaching such limit; and

c. the child depends on You for most of his or her support and
maintenance.
But, for the child to stay eligible, You must send [Carrier] written proof
that the child is incapacitated and depends on You for most of his or
her support and maintenance. You have 31 days from the date the child
reaches the age limit to do this. [Carrier] can ask for periodic proof
that the child's condition continues. But, after two years, [Carrier] cannot
ask for this more than once a year.
The child's coverage ends when Your coverage does.

Enrollment Requirement
You must enroll Your eligible dependents in order for them to be
covered under the Policy. [Carrier] considers an eligible Dependent to
be a Late Enrollee, if You:

a. enroll a Dependent and agree to make the required payments more
than [30] days after the Dependent's Eligibility Date;

b. in the case of a Newly Acquired Dependent, other than the first
newborn child, has other eligible Dependents who You have not elected
to enroll; or

c. in the case of a Newly Acquired Dependent, has other eligible
Dependents whose coverage previously ended because You failed to
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make the required contributions, or otherwise chose to end such cov­
erage.
Late Enrollees are subject to the Policy's Pre-Existing Conditions limita­
tions section, if any applies.
If Your dependent coverage ends for any reason, including failure to
make the required payments, Your Dependents will be considered Late
Enrollees when their coverage begins again.
However, if You previously waived coverage for Your spouse or eligible
Dependent children under the Policy and stated at that time that such
waiver was because they were covered under another group plan, and
You now elect to enroll them in the Policy, the Dependent will not be
considered a Late Enrollee, provided the Dependent's coverage under
the other plan ends due to one of the following events:

a. termination of employment;
b. divorce;
c. death of Your spouse; or
d. termination of the other plan's coverage.

But, You must enroll Your spouse or eligible Dependent children within
90 days of the date that any of the events described above occur.
Coverage will take effect as of the date one of the above events occurs.
And, [Carrier] will not consider Your spouse or eligible Dependent
children for which You initially waived coverage under the Policy, to
be a Late Enrollee, if:

a. You are under legal obligation to provide coverage due to a court
order; and

b. You enroll Your spouse or eligible Dependent children within 30
days of the issuance of the court order.
Coverage will take effect as of the date required pursuant to a court
order.

When Dependent Coverage Starts
In order for Your dependent coverage to begin You must already be
insured for Employee coverage or enroll for Employee and Dependent
coverage at the same time. Subject to the exception stated below and
to all of the terms of the Policy, the date Your dependent coverage
starts depends on when You elect to enroll Your Initial Dependents
and agree to make any required payments.
If You do this within [30] days of the Dependent's Eligibility Date, the
Dependent's Coverage is scheduled to start on the later of:

a. The Dependent's Eligibility Date, or
b. the date You become insured for Employee coverage.

If You do this more than [30] days after the Dependent's Eligibility Date,
[Carrier] will consider the Dependent a Late Enrollee. Coverage is
scheduled to start on the later of:

a. the date You sign the enrollment form; or
b. the date You become insured for Employee coverage.

Once You have dependent coverage for Initial Dependents, You must
notify [Carrier] of a Newly Acquired Dependent within [30] days after
the Dependent's Eligibility Date. If You do not, the Newly Acquired
Dependent is a Late Enrollee.
A Newly Acquired Dependent other than a newborn child will be covered
from the later of:

a. the date You notify [Carrier] and agree to make any additional
payments, or

b. the Dependent's Eligbility Date for the Newly Acquired Depen­
dent.
Exception: If a Dependent, other than a newborn child, is confined to
a Hospital or other health care Facility; or is home confined on the date
Your Dependent health benefits would otherwise start, [Carrier] will
postpone the Effective Date of such benefits until the later of: the day
after the Dependent's discharge from such Facility or until home confine­
ment ends.

Newborn Children
[Carrier] will cover Your newborn child for 31 days from the date of
birth. Health benefits may be continued beyond such 31 day period as
stated below:

a. If You are already covered for Dependent child coverage on the
date the child is born, coverage automatically continues beyond the initial
31 days, provided the premium required for Dependent child coverage
continues to be paid.

b. If You are not covered for Dependent child coverage on the date
the child is born, then You must:

PROPOSALS

• make written request to enroll the newborn child; and
• pay the premium required for Dependent child coverage within

31 days after the date of birth.
If the request is not made and the premium is not paid within such
31 day period, the newborn child will be a Late Enrollee.

When Dependent Coverage Ends:
A Dependent's insurance under the Policy will end on the first of the
following dates:

a. [the date] Your coverage ends;
b. the date You stop being a member of a class of Employees eligible

for such coverage;
c. the date the Policy ends;
d. the date Dependent coverage is terminated from the Policy for all

Employees or for Your class;
e. the date You fail to pay any required part of the cost of Dependent

coverage. It ends on the last day of the period for which You made
the required payments, unless coverage ends earlier for other reasons;

f. at 12:01 a.m. on the date the Dependent stops being an eligible
Dependent.
Read this [certificate] carefully if Dependent coverage ends for any
reason. Dependents may have the right to continue certain group benefits
for a limited time. And divorced spouses have conversion rights.

PREFERRED PROVIDER ORGANIZATION PROVISIONS

The Employer, XYZ Health Care Network, and the [Carrier)
The Policy encourages a Covered Person to use services provided by
members of [XYZ Health Care Network a Preferred Provider Organiza­
tion (PPO).] A PPO is a network of health care providers located in
the Covered Person's geographical area. In addition to an identification
card, the Covered Person will periodically be given up-to-date lists of
[XYZ Health Care Network] preferred providers.
Use of the network is strictly voluntary, but [Carrier] generally pays a
higher level of benefits for most covered services and supplies furnished
to a Covered Person by [XYZ Health Care Network]. Conversely, [Car­
rier] generally pays a lower level of benefits when covered services and
supplies are not furnished by [XYZ Health Care Network] (even if an
[XYZ Health Care Network] Practitioner orders the services and sup­
plies). Of course, a Covered Person is always free to be treated by any
Practitioner or Facility. And, he or she is free to change Practitioners
or Facilities at any time.
A Covered Person may use any [XYZ Health Care Network] Provider.
He or she just presents his or her [XYZ Health Care Network] identifica­
tion card to the [XYZ Health Care Network] Practitioner or Facility
furnishing covered services or supplies. Most [XYZ Health Care
Network] Practitioners and Facilities will prepare any necessary claim
forms for him or her, and submit the forms to [Carrier]. The Covered
Person will receive an explanation of any insurance payments made by
the Policy. And if there is any balance due, the [XYZ Health Care
Network] Practitioner or Facility will bill him or her directly.
The Policy also has utilization review features. See the Utilization Review
Features section for details.
What [Carrier] pays is subject to all the terms of the Policy. You should
read Your [certificate] carefully and keep it available when consulting
a Practitioner.
See the Schedule for specific benefit levels, payment rates and payment
limits.
If You have any questions after reading Your [certificate], You should
call [Carrier] [Group Claim Office at the number shown on Your iden­
tification card.]

[Note: Used only if coverage is offered as a PPO.]

POINT OF SERVICE PROVISIONS

Definitions
a. PrimtJry Care Practitioner (PCP) means the Practitioner the Covered
Person selects to supervise and coordinate his or her health care in the
[XYZ] Provider Organization. [Carrier] will supply a list of PCPs who
are members of the [XYZ] Provider Organization to the Covered Person.
b. Provider OrganiZlJlion (PO) means a network of health care Providers
located in a Covered Person's Service Area.
c. Network Benefits mean the benefits shown in the Schedule which are
provided if the Primary Care Practitioner provides care, treatment,
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services, and supplies to the Covered Person or if the Primary Care
Practitioner refers the Covered Person to another Provider for such care,
treatment, services, and supplies.
d. Out-Network Benefits mean the benefits shown in the Schedule which
are provided if the Primary Care Practitioner does not authorize the
care, treatment, services, and supplies.
e. Senice Area means the geographical area which is served by the
Practitioners in the [XYZ] Provider Organization.

Provider Organization (PO)
The Provider Organization for the Policy is the [XYZ] Provider Or­
ganization. The Policy requires that the Covered Person uses the services
of a PCP, or be referred for services by a PCP, in order to receive
Network Benefits.

The Primary Care Practitioner (PCP)
The PCP will supervise and coordinate the Covered Person's health care
in the [XYZ] PO. The PCP must authorize all services and supplies.
In addition, he or she will refer the Covered Person to the appropriate
Practitioner and Facility when Medically Necessary and Appropriate. The
Covered Person must obtain an authorized referral from his or her PCP
before he or she visits another Practitioner or Facility. Except in case
of a Medical Emergency, if the Covered Person does not comply with
these requirements, he or she may only be eligible for Out-Network
Benefits.
[Carrier] provides Network Benefits for covered services and supplies
furnished to a Covered Person when authorized by his or her PCP.
[Carrier] pays Out-Network Benefits when covered services and supplies
are not authorized by the PCP. If services or supplies are obtained from
[XYZ] Providers, but they are not authorized by the PCP, the Covered
Person may only be eligible for Out-Network Benefits.
A Covered Person may change his or her PCP to another PCP [once
per month]. He or she may select another PCP from the list of Practi­
tioners, and notify [XYZ] PO by [phone or in writing].
When a Covered Person uses the services of a PCP, he or she must
present his or her ID card and pay the Co-Payment. When a Covered
Person's PCP refers him or her to another [XYZ] PO Provider, the
Covered Person must pay the Co-Payment to such Provider. [Most
[XYZ] PO Practitioners will prepare any necessary claim forms and
submit them to [Carrier].]
[Once per calendar year, a female Covered Person may use the services
of a [XYZ] PO gynecologist for a routine exam, without referral from
her PCP. She must obtain authorization from her PCP for any services
beyond a routine exam and tests.]

Out-Network Services
If a Covered Person uses the services of a Provider without having been
referred by his or her PCP, he or she will not be eligible for Network
Benefits. For services which have not been referred by the Covered
Person's PCP, whether provided by an [XYZ] PO Provider or otherwise,
the Covered Person may only be eligible for Out-Network Benefits.

Emergency Services
If a Covered Person requires services for a Medical Emergency which
occurs inside the PO Service Area, he or she must notify and obtain
authorization from his or her PCP within 48 hours or as soon as
reasonably possible thereafter.
Emergency room visits to PO Facilities are subject to a Co-Payment,
and such visits must be retrospectively reviewed [by the PCP]. [Carrier]
will waive the emergency room Co-Payment if the Covered Person is
hospitalized within 24 hours of the visit.
If a Covered Person requires services for a Medical Emergency outside
the PO Service Area, the PCP must be notified within 48 hours or as
soon as reasonably possible thereafter. Follow-up care is limited to the
medical care necessary before the Covered Person can return to the PO
5ervice Area.

Utilization Review
[he Policy has utilization features. See the Utilization Review Features
;ection of this [certificate].

lJenefits
[he Schedule shows Network Benefits, Out-Network Benefits, and Co­
~ayments applicable to the Point of Service arrangement.

What [Carrier] pays is subject to all the terms of the Policy.
[Note: Used only if coverage is issued as POS.]

HEALTH BENEFITS INSURANCE
This health benefits insurance will pay many of the medical expenses
incurred by a Covered Person.
Note: [Carrier] payments will be reduced or eliminated if a Covered
Person does not comply with the Utilization Review and Pre-Approval
requirements contained in the Policy and in this [certificate].

BENEFIT PROVISION

The Cash Deductible
Each Calendar Year, each Covered Person must have Covered Charges
that exceed the Cash Deductible before [Carrier] pays any benefits to
that person. The Cash Deductible is shown in the Schedule. The Cash
Deductible cannot be met with Non-Covered Charges. Only Covered
Charges incurred by the Covered Person while insured by the Policy
can be used to meet this Cash Deductible.
Once the Cash Deductible is met, [Carrier] pays benefits for other
Covered Charges above the Cash Deductible incurred by that Covered
Person, less any applicable Co-Insurance or Co-Payments, for the rest
of that Calendar Year. But all charges must be incurred while that
Covered Person is insured by the Policy. And what [Carrier] pays is based
on all the terms of the Policy.

Family Deductible Limit
The Policy has a family deductible limit of two Cash Deductibles for
each Calendar Year. Once two Covered Persons in a family meet their
individual Cash Deductibles in a Calendar Year, [Carrier] pays benefits
for other Covered Charges incurred by any member of the covered
family, less any applicable Co-Insurance or Co-Payments, for the rest
of that Calendar Year. What [Carrier] pays is based on all the terms
of the Policy.

Co-Insurance Cap
The Policy limits Co-Insuance amounts each Calendar Year except as
stated below. The Co-Insurance Cap cannot be met with:

a. Non-Covered Charges;
b. Cash Deductibles; and
c. Co-Payments.

There is Co-Insurance Cap for each Covered Person.
The Co-Insurance Cap is shown in the Schedule.
Once the Covered Person's Co-Insurance amounts in a Calendar Year
exceed the individual cap, [Carrier] will waive his or her Co-Insurance
for the rest of that Calendar Year.

Payment Limits
[Carrier] limits what [Carrier] will pay for certain types of charges.
[Carrier] also limits what [Carrier] will pay for all Illness or Injuries for
each Covered Person's Per Lifetime. See the Schedule for these limits.

Benefits From Other Plans
The benefits [Carrier] will pay may be affected by a Covered Person
being covered by 2 or more plans or policies. Read the provision
Coordination of Benefits to see how this works.
The benefits [Carrier] will pay may also be affected by Medicare. Read
the Medicare as Secondary Payor section for an explanation of how this
works.

If This Plan Replaces Another Plan
The Employer who purchased the Policy may have purchased it to
replace a plan the Employer had with some other insurer.
The Covered Person may have incurred charges for covered expenses
under the Employer's old plan before it ended. If so, these charges will
be used to meet the Policy's Cash Deductible if:

a. the charges were incurred during the Calendar Year in which the
Policy starts;

b. The Policy would have paid benefits for the charges, if the Policy
had been in effect;

c. The Covered Person was covered by the old plan when it ended
and enrolled in the Policy on its Effective Date; and

d. The Policy starts right after the old plan ends.
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Extended Health Benefits
If the Policy ends, and a Covered Person is Totally Disabled on such
date, and under a Practitioner's care, [Carrier] will extend health benefits
for that person under the Policy as explained below. This is done at
no cost to the Covered Person.
[Carrier] will only extend benefits for Covered Charges due to the
disabling condition. The charges must be incurred before the extension
ends. And what [Carrier] will pay is based on all the terms of the Policy.
[Carrier] does not pay for charges due to other conditions. And [Carrier]
does not pay for charges incurred by other covered family members.
The extension ends on the earliest of:

a. the date the Total Disability ends; or
b. one year from the date the person's insurance under the Policy

ends; or
c. the date the person has reached the payment limit for his or her

disabling condition.
The Employee must submit evidence to [Carrier] that he or she or his
or her Dependent is Totally Disabled, if [Carrier] requests it.

COVERED CHARGES
This section lists the types of charges [Carrier] will consider as Covered
Charges. But what [Carrier] will pay is subject to all the terms of the
Policy. Read the entire [certificate] to find out what [Carrier] limits or
excludes.

Charges while Hospitalized
[Carrier] covers charges incurred while a Covered Person is an Inpatient
in a Hospital up to 30 days per Covered Person per Calendar Year.
Covered Charges are as follows:

a. Hospital room and board
b. Routine Nursing Care
c. Prescription Drugs
d. Blood transfusions
e. Infusion Therapy
f. Chemotherapy
g. Radiation Therapy
h. Medically Necessary and Appropriate Hospital services and supplies

provided to the Covered Person during the Inpatient confinement.
[Carrier] limits what it pays for each day to the room and board limit
shown in the Schedule.
If a Covered Person incurs charges as an Inpatient in a Special Care
Unit, [Carrier] covers the charges the same way [Carrier] covers charges
for any Illness.
[Carrier] will also cover Outpatient Hospital services.
Any charges in excess of the Hospital semi-private daily room and board
limit are a Non-Covered Charge. The Policy's utilization review features
have penalties for non-compliance that may reduce what [Carrier] pays
for Hospital charges.
Note: [Carrier] covers charges for Inpatient Hospital care up to 30 days
per Covered Person per Calendar Year. Such 30 Inpatient days may
be exchanged for other types of care, as explained in the Extended Care
or Rehahilitation Charges, Home Health Care Charges and Hospice
Charges sections.

Hospital Co-Payment Requirement
Each time a Covered Person is confined in a Hospital, he or she must
pay a $250 Co-Payment for each day of confinement, up to a maximum
of $1,250 per Period of Confinement, subject to a maximum $2,500 Co­
Payment per Calendar Year.

Testing Charges
[Carrier] covers x-ray and laboratory tests needed for a planned Hospital
admission or Surgery. [Carrier] only covers these tests if, the tests are
done on an Outpatient basis within seven days of the planned admission
or Surgery.
However, [Carrier] will not cover tests that are repeated after admission
or before Surgery, unless the admission or Surgery is deferred soley due
to a change in the Covered Person's health.
X-ray and laboratory tests which are not performed in connection with
a planned Hospital admission or Surgery are Non-Covered Charges.

Extended Care or Rehabilitation Charges
Subject to [Carrier's] Pre-Approval, when Extended Care and Rehabilita­
tion care can take the place of Inpatient Hospital care, [Carrier] covers

PROPOSALS

such care provided to a Covered Person on an Inpatient basis in an
Extended Care Center or Rehabilitation Center. Each 2 days of Ex­
tended Care and Rehabilitation Charges will reduce the number of
Inpatient Hospital days available to a Covered Person by 1 day. Charges
above the daily room and board limit are a Non-Covered Charge.
And [Carrier] covers all other Medically Necessary and Appropriate
services and supplies provided to a Covered Person during the confine­
ment, but the confinement must:

a. start within 14 days of a Hospital stay; and
b. be due to the same or a related condition that necessitated the

Hospital stay.
Extended Care or Rehabilitation charges which are not Pre-Approved
by [Carrier] are Non-Covered Charges.

Home Health Care Charges:
Subject to [Carrier's] Pre-Approval, when Home Health Care can take
the place of Inpatient Hospital care, [Carrier] covers such care furnished
to a Covered Person under a written home health care plan. Each 2
days of Home Health Care will reduce the number of Inpatient Hospital
days available to a Covered Person by I day. [Carrier] covers all Medical­
ly Necessary and Appropriate services or supplies, such as:

a. Routine Nursing Care (furnished by or under the supervision of
a registered Nurse);

b. physical therapy;
c. occupational therapy;
d. medical social work;
e. nutrition services;
f. speech therapy;
g. home health aide services;
h. medical appliances and equipment, drugs and medications,

laboratory services and special meals; and
i. any Diagnostic or therapeutic service, including surgical services

performed in a Hospital Outpatient department, a Practitioner's office
or any other licensed health care Facility, provided such service would
have been covered under the Policy if performed as Inpatient Hospital
services. But, payment is subject to all of the terms of the Policy and
to the following conditions:

a. The Covered Person's Practitioner must certify that home health
care is needed in place of Inpatient care in a recognized Facility.

b. The services and supplies must be:
• ordered by the Covered Person's Practitioner;
• included in the home health care plan; and
• furnished by, or coordinated by, a Home Health Agency accord-

ing to the written home health care plan.
The services and supplies must be furnished by recognized health care
professionals on a part-time or intermittent basis, except when full-time
or 24 hour service is needed on a short-term basis.

c. The home health care plan must be set up in writing by the Covered
Person's Practitioner within 14 days after home health care starts. And
it must be reviewed by the Covered Person's Practitioner at least once
every 60 days.

d. Each visit by a home health aide, Nurse, or other recognized
Provider whose services are authorized under the horne health care plan
can last up to four hours.

e. [Carrier] does not pay for:
• services furnished to family members, other than the patient;

or
• services and supplies not included in the home health care plan.

Home Health Care charges which are not Pre-Approved by [Carrier]
are Non-Covered Charges.

Practitioner's Charges for Non-Surgical Care and Treatment
[Carrier] covers Practitioner's charges for the Medically Necessary and
Appropriate non-surgical care and treatment of an Illness or Injury which
are incurred while the Covered Person is an Inpatient in a Hospital.

Practitioner's Charges for Surgery
[Carrier] covers Practitioner's charges for Medically Necessary and Ap­
propriate Surgery. [Carrier] does not pay for cosmetic Surgery.

Second Opinion Charges
[Carrier] covers Practitioner's charges for a second opinion and charges
for related x-rays and tests when a Covered Person is advised to have
Surgery or enter a Hospital. If the second opinion differs from the first,
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[Carrier] covers charges for a third opinion. [Carrier] covers such charges
if the Practitioners who give the opinions:

a. are board certified and qualified, by reason of their specialty, to
give an opinion on the proposed Surgery or Hospital admission;

b. are not business associates of the Practitioner who recommended
the Surgery; and

c. in the case of a second surgical opinion, they do not perform the
Surgery if it is needed.

Ambulatory Surgical Center Charges
[Carrier] covers charges made by an Ambulatory Surgical Center in
connection with covered Surgery.

Hospital Care Charges
Subject to [Carrier] Pre-Approval, when Hospice Care can take the place
of Inpatient Hospital Care, [Carrier] covers charges made by a Hospice
for palliative and supportive care furnished to a terminally ill or terminal­
ly injured Covered Person under a Hospice care program. Each 2 days
of Hospice Care will reduce the number of Inpatient Hospital days
available to a Covered Person by 1 day.
"Palliative and supportive care" means care and support aimed mainly
at lessening or controlling pain or symptoms; it makes no attempt to
cure the Covered Person's terminal illness or terminal injury.
"Terminally ill" or "terminally injured" means that the Covered Person's
Practitioner has certified in writing that the Covered Person's life expec­
tancy is six months or less.
Hospice care must be furnished according to a written "hospice care
program". A "hospice care program" is a coordinated program with an
interdisciplinary team for meeting the special needs of the terminally
ill or terminally injured Covered Person. It must be set up and reviewed
periodically by the Covered Person's Practitioner.
Under a Hospice care program, subject to all the terms of the Policy,
[Carrier] covers any services and supplies including Prescription Drugs,
to the extent they are otherwise covered by the Policy. Services and
supplies may be furnished on an Inpatient or Outpatient basis.
The services and supplies must be:

a. needed for palliative and supportive care;
b. ordered by the Covered Person's Practitioner;
c. included in the Hospice care program; and
d. furnished by, or coordinated by a Hospice.

[Carrier] does not pay for:
a. services and supplies provided by volunteers or others who do not

regularly charge for their services;
b. funeral services and arrangements;
c. legal or financial counseling or services; or
d. treatment not included in the Hospice care plan.

Hospital Care charges which are not Pre-Approved by [Carrier] are Non·
Covered Charges.

Pregnancy
The Policy pays for pregnancies the same way [Carrier] would cover an
Illness. The charges [Carrier] covers for a newborn child are explained
[on the next page.]

Birthing Center Charges
[Carrier] covers Birthing Center charges made by a Practitioner for pre­
natal care, delivery, and post partum care in connection with a Covered
Person's pregnancy. [Carrier] covers charges up to the daily room and
board limit for room and board shown in the Schedule when Inpatient
care is provided to a Covered Person by a Birthing Center. But charges
above the daily room and board limit are a Non-Covered Charge.
[Carrier] covers all other Medically Necessary and Appropriate services
and supplies during the confinement.

Benefits for a Covered Newborn Child
[Carrier] covers charges for the child's routine nursery care while he
'Jr she is in the Hospital or a Birthing Center. Charges are covered up
to a maximum of 7 days following the date of birth. This includes:

a. nursery charges;
b. charges for routine Practitioner's examinations and tests; and
c. charges for routine procedures, like circumcision.

5ubject to all of the terms of the Policy, [Carrier] covers the care and
ireatment of a covered newborn child if he or she is Ill, Injured,
Jremature, or born with a congenital birth defect.

Anesthetics
[Carrier] covers anesthetics and their administration.

COVERED CHARGES WITH SPECIAL LIMITATIONS
The following "Pre-Existing Conditions" and "Continuity of Coverage"
provisions only apply to Policies issued to Employers of at least two
but not more than five Employees. These provisions also apply to "Late
Enrollees" under the Policies issued to any Small Employer. However,
this provision does not apply to Late Enrollees if 10 or more Late
Enrollees request enrollment during any [30] day enrollment period
provided for in the Policy. See this [certificate's] EMPLOYEE COY·
ERAGE and DEPENDENT COVERAGE sections to determine if a
Covered Person is a Late Enrollee. The "Pre·Existing Conditions"
provision does not apply to a Dependent who is an adopted child or
who is a child placed for adoption if the Employee enrolls the Dependent
and agrees to make the required payments within [30] days after the
Dependent's Eligibility Date.

Pre-Existing Conditions
A Pre-Existing Condition is an Illness or Injury which manifests itself
in the six months before a Covered Person's coverage under the Policy
starts, and for which:

a. a Covered Person sees a Practitioner, takes Prescribed Drugs,
receives other medical care or treatment or had medical care or treat­
ment recommended by a Practitioner in the six months before his or
her coverage starts; or

b. an ordinarily prudent person would have sought medical advice,
care or treatment in the six months before his or her coverage starts.
A pregnancy which exists on the date a Covered Person's coverage starts
is also a Pre-Existing Condition.
[Carrier] does not pay benefits for charges for Pre-Existing Conditions
until the Covered Person has been continuously covered by the Policy
for 180 days.
This limitation does not affect benefits for other unrelated conditions,
or birth defects in a Covered Dependent child. And [Carrier] waives
this limitation for a Covered Person's Pre-Existing Condition if the
condition was payable under another [Carrier] group plan which insured
the Covered Person right before the Covered Person's coverage under
the Policy started. The next section shows other exceptions.

Continuity of Coverage
A new Covered Person may have been covered under a previous
employer group health benefits plan prior to enrollment in the Policy.
When this happens, [Carrier] gives credit for the time he or she was
covered under the previous plan to determine if a condition is Pre­
Existing. [Carrier] goes back to the date his or her coverage under the
previous plan started. But the Employee's active Full-Time service with
the Employer must start within 90 days of the date his or her coverage
under the previous plan ended. And the person must sign and complete
his or her enrollment form within 30 days of the date the Employee's
active Full-Time service begins. Any condition arising between the date
his or her coverage under the previous plan ends and the date his or
her coverage under the Policy starts is Pre-Existing. [Carrier] does not
cover any charges actually incurred before the person's coverage under
the Policy starts. If the Employer has included an eligibility waiting period
in the Policy, an Employee must still meet it, before becoming insured.

Private Duty Nursing Care
[Carrier] only covers charges by a Nurse for Medically Necessary and
Appropriate private duty nursing care, if such care is authorized as part
of a home health care plan, coordinated by a Home Health Agency,
and covered under the Home Health Care Charges section. Any other
charges for private duty nursing care are a Non-Covered Charge.

Therapy Services
Therapy Services mean the following services or supplies, ordered by
a Practitioner and used to treat, or promote recovery from, an Injury
or Illness:
[Carrier] covers the Therapy Services listed below when provided on
either an Inpatient or on an Outpatient basis.
a. Chemotherapy-the treatment of malignant disease by chemical or
biological antineoplastic agents.
b. Radiation Therapy-the treatment of disease by x-ray, radium, cobalt,
or high energy particle sources. Radiation therapy includes rental or cost
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of radioactive materials. Diagnostic Services requiring the use of radioac­
tive materials are not radiation therapy.
[Carrier] covers the Therapy Services listed below but only when
provided on an Inpatient basis.
c. Chelation Therapy-means the administration of drugs or chemicals
to remove toxic concentrations of metals from the body.
d. Respiration Therapy-the introduction of dry or moist gases into the
lungs.
e. Cognitive Rehabilitation Therapy-the retraining of the brain to
perform intellectual skills which it was able to perform prior to disease,
trauma, Surgery or previous therapeutic process; or the training of the
brain to perform intellectual skills it should have been able to perform
if there were not a congenital anomaly.
f. Speech Therapy-treatment for the correction of a speech impairment
resulting from Illness, Surgery, Injury, congenital anomaly, or previous
therapeutic processes.
Coverage for Cognitive Rehabilitation Therapy and Speech Therapy,
combined, is limited to 30 visits per Calendar Year.
g. Occupational Therapy-treatment to restore a physically disabled
person's ability to perform the ordinary tasks of daily living.
h. Physical Therapy-the treatment by physical means to relieve pain,
restore maximum function, and prevent disability following disease, In­
jury or loss or limb.
Coverage for Occupational Therapy and Physical Therapy, combined, is
limited to 30 visits per Calendar Year.
i. Infusion Therapy-the administration of antibiotic, nutrients, or other
therapeutic agents by direct infusion.

Preventive Care
[Carrier] covers charges for routine physical examinations including re­
lated laboratory tests and x-rays. [Carrier] also covers charges for im­
munizations and vaccines, well baby care, pap smears, mammography
and screening tests. But [Carrier] limits what [Carrier] pays each Calen­
dar Year to $100 per Covered Person, $300 per Covered Family.

IMPORTANT NOTICE
[The Policy has utilization review features. Under these features, [ABC­
Systems, a health care review organization] reviews Hospital admissions
and Surgery performed outside of a Practitioner's office [for Carrier].
These features must be complied with if a Covered Person:

a. is admitted as an Inpatient to a Hospital, or
b. is advised to enter a Hospital or have Surgery performed outside

of a Practitioner's office. If a Covered Person does not comply with these
utilization review features, he or she will not be eligible for full benefits
under the Policy. See the Utilization Review Features section for details.]
[The Policy has alternate treatment features. Under these features,
[DEF, a Case Coordinator] reviews a Covered Person's medical needs
in clinical situations with the potential for catastrophic claims to de­
termine whether alternative treatment may be available and appropriate.
See the Alternate Treatment Features section for details.]
[The Policy has centers of excellence features. Under these features, a
Covered Person may obtain necessary care and treatment from Providers
with whom [Carrier] has entered into agreements. See the Centers of
Excellence Features section for details.]
[What [Carrier] pays is subject to all of the terms of the Policy. Read
this [certificate] carefully and keep it available when consulting a Practi­
tioner.
If You have any questions after reading this [certificate] You should
[call The Group Claim Office at the number shown on Your identifica­
tion card.]
The Policy is not responsible for medical or other results arising directly
or indirectly from the Covered Person's participation in these Utilization
Review Features.]

[UTILIZATION REVIEW FEATURES
Important Notice: If a Covered Person does not comply with the Policy's
utilization review features, he or she will not be eligible for full benefits
under the Policy.
Compliance with the Policy's utilization review features does not
guarantee what [Carrier] will pay for Covered Charges. What [Carrier]
pays is based on:

PROPOSALS

a. the Covered Charges actually incurred;
b. the Covered Person being eligible for coverage under the Policy

at the time the Covered Charges are incurred; and
c.' the Cash Deductible, Co-Payment and Co-Insurance provisions, and

all of the other terms of the Policy.

Definitions
"Hospital admission" means admission of a Covered Person to a Hospital
as an Inpatient for Medically Necessary and Appropriate care and
treatment of an Illness or Injury.
[Carrier] calls a Hospital admission or Surgery "emergency" if, after an
evaluation of the Covered Person's condition, the attending Practitioner
determines that failure to make the admission or perform the Surgery
immediately would pose a serious threat to the Covered Person's life
or health. A Hospital admission or Surgery made or performed for the
convenience of Practitioners or patients is not an emergency.
By "covered professional charges for Surgery" [Carrier] means Covered
Charges that are made by a Practitioner for performing Surgery. Any
surgical charge which is not a Covered Charge under the terms of the
Policy is not payable under the Policy.
"Regular working day" means [Monday through Friday from 9 A.M. to
9 P.M. Eastern Time,] not including legal holidays.

Grievance Procedure
[If a Covered Person is not satisfied with a utilization review decision,
the Covered Person or the Covered Person's Practitioner may appeal
such decision by calling [ABC]. A nurse reviewer will collect any ad­
ditional medical information required and submit the case to a second
[ABC] medical review physician. This physician will discuss the case with
the physician reviewer who made the initial decision. The second medical
review physician will then discuss the case with the Covered Person's
Practitioner. The Covered Person's Practitioner is then notified of the
appeal's recommendation and referred to the [Carrier] for any further
appeals.]]

[REQUIRED HOSPITAL STAY REVIEW
Important Notice: If a Covered Person does not comply with these
Hospital stay review features, he or she will not be eligible for full
benefits under the Policy.

Notice of Hospital Admission Required
[Carrier] requires notice of all Hospital admissions. The times and
manner in which the notice must be given is described below. When
a Covered Person does not comply with the requirements of this section
[Carrier] reduces what it pays for covered Hospital charges as a penalty.

Pre-Hospital Review
All non-emergency Hospital admissions must be reviewed by [ABC]
before they occur. The Covered Person or the Covered Person's Practi­
tioner must notify [ABC] and request a pre-hospital review. [ABC] must
receive the notice and request as soon as possible before the admission
is scheduled to occur. For a maternity admission, a Covered Person or
his or her Practitioner must notify [ABC] and request a pre-hospital
review at least [60 days] before the expected date of delivery, or as soon
as reasonably possible.
When [ABC] receives the notice and request, [they] evaluate:

a. the Medical Necessity and Appropriateness of the Hospital ad­
mission;

b. the anticipated length of stay; and
c. the appropriateness of health care alternatives, like home health

care or other out-patient care.
[ABC] notifies the Covered Person's Practitioner, [by phone, of the
outcome of their review. And [they] confirm the outcome of [their]
review in writing.]
If [ABC] authorizes a Hospital admission, the authorization is valid for:

a. the specified Hospital;
b. the named attending Practitioner; and
c. the authorized length of stay.

The authorization becomes invalid and the Covered Person's admission
must be reviewed by [ABC] again if:

a. he or she enters a Facility other than the specified Facility;
b. he or she changes attending Practitioners; or
c. more than [60 days] elapse between the time he or she obtaim

authorization and the time he or she enters the Hospital, except in the
case of a maternity admission.
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Emergency Admission
[ABC] must be notified of all emergency admission by phone. This must
be done by the Covered Person or the Covered Person's Practitioner
no later than the end of the next regular working day, or as soon as
possible after the admission occurs.
When [ABC] is notified [by phone,] they require the following informa­
tion:

a. the Covered Person's name, social security number and date of
birth;

b. the Covered Person group plan number;
c. the reason for the admission;
d. the name and location of the Hospital;
e. when the admission occurred; and
f. the name of the Covered Person's Practitioner.

Continued Stay Review
The Covered Person, or his or her Practitioner, must request a continued
stay review for any emergency admission. This must be done at the time
[ABC] is notified of such admission.
The Covered Person, or his or her Practitioner, must also initiate a
continued stay review whenever it is Medically Necessary and Ap­
propriate to change the authorized length of a Hospital stay. This must
be done before the end of the previously authorized length of stay.
[ABC] also has the right to initiate a continued stay review of any
Hospital admission. And [ABC] may contact the Covered Person's Practi­
tioner or Hospital by phone or in writing.
In the case of an emergency admission, the continued stay review
evaluates:

a. the Medical Necessity and Appropriateness of the Hospital ad­
mission;

b. the anticipated length of stay; and
c. the appropriateness of health care alternatives.

In all other cases, the continued stay review evaluates:
a. the Medical Necessity and Appropriateness of extending the

authorized length of stay; and
b. the appropriateness of health care alternatives.

[ABC] notifies the Covered Person's Practitioner [by phone, of the
outcome of their review. And [ABC] confirms the outcome of the review
in writing.] The notice always includes any newly authorized length of
stay.

Penalties for Non-Compliance
In the case of a non-emergency Hospital admission, as a penalty for
non-compliance, [[Carrier] reduces what it pays for covered Hospital
charges by 50%] if:

a. the Covered Person does not request a pre-hospital review; or
b. the Covered Person does not request a pre-hospital review as soon

as reasonably possible before the Hospital admission is scheduled to
occur; or

c. [ABC's] authorization becomes invalid and the Covered Person
does not obtain a new one; or

d. [ABC] does not authorize the Hospital admission.
In the case of an emergency admission, as a penalty for non-compliance,
[[Carrier] reduces what it pays for covered Hospital charges by 500/0]
if:

a. [ABC] is not notified of the admission at the times and in the
manner described above;

b. the Covered Person does not request a continued stay review; or
c. the Covered Person does not receive authorization for such con­

tinued stay.
The penalty applies to covered Hospital charges incurred after the
applicable time limit allowed for giving notice ends.
For any Hospital admission, if a Covered Person stays in the Hospital
longer than [ABC] authorizes, [Carrier] reduces what it pays for covered
Hospital charges incurred after the authorized length of stay ends by
SO% as a penalty for non-compliance.
Penalties cannot be used to meet the Policy's:

a. Cash Deductible; or
b. Co-Insurance Caps.]

[REQUIRED PRE-SURGICAL REVIEW
Important Notice: If a Covered Person does not comply with these pre­
mrgical review features, he or she will not be eligible for full benefits
Ilnder the Policy.

[Carrier] requires a Covered Person to get a pre-surgical review for any
non-emergency procedure performed outside of a Practitioner's office.
When a Covered Person does not comply with the requirements of this
section [Carrier] reduces what it pays for covered professional charges
for Surgery, as a penalty.
The Covered Person or his or her Practitioner, must request a pre­
surgical review from [ABC]. [ABC] must receive the request at least
24 hours before the Surgery is scheduled to occur. If the Surgery is being
done in a Hospital, on an Inpatient basis, the pre-surgical review request
should be made at the same time as the request for a pre-hospital review.
When [ABC] receives the request, they evaluate the Medical Necessity
and Appropriateness of the Surgery and they either:

a. approve the proposed Surgery, or
b. require a second surgical opinion regarding the need for the

Surgery.
[ABC] notifies the Covered Person's Practitioner, [by phone, of the
outcome of the review. [ABC] also confirms the outcome of the review
in writing.]

Required Second Surgical Opinion
If [ABC's] review does not confirm the Medical Necessity and Ap­
propriateness of the Surgery, the Covered Person must obtain a second
surgical opinion in order to get full benefits under the Policy. If the
second opinion does not confirm the medical necessity of the Surgery,
the Covered Person may obtain a third opinion, although he or she is
not required to do so.
[[ABC] will give the Covered Person a list of Practitioners in his or her
area who will give a second opinion.] The Covered Person may get the
second opinion from [a Practitioner on the list, or from] a Practitioner
of his or her own choosing, if the Practitioner:

a. is board certified and qualified, by reason of his or her specialty,
to give an opinion on the proposed Surgery;

b. is not a business associate of the Covered Person's Practitioner;
and

c. does not perform the Surgery if it is needed.
[[ABC] gives second opinion forms to the Covered Person. The Practi­
tioner he or she chooses fills them out, and then returns them to [ABC].]
[Carrier] covers charges for additional surgical opinions, including
charges for related x-ray and tests. But what [Carrier] pays is based on
all the terms of the Policy, except, these charges are not subject to the
Cash Deductible or Co-Insurance.

Pre-Hospital Review
If the Proposed Surgery is to be done on an Inpatient basis, the Required
Pre-Hospital Review section must be complied with. See the Required
Pre-Hospital Review section for details.

Penalties for Non-Compliance
As a penalty for non-compliance, [[Carrier] reduces what it pays for
covered professional charges, for Surgery by 50%] if:

a. the Covered Person does not request a pre-surgical review; or
b. [ABC] is not given at least 24 hours to review and evaluate the

proposed Surgery; or
c. [ABC] requires additional surgical opinions and the Covered Person

does not get those opinions before the Surgery is done; or
d. [ABC] does not confirm the need for Surgery.

Penalties cannot be used to meet the Policy's:
a. Cash Deductible; or
b. Co-Insurance Caps.]

[ALTERNATE TREATMENT FEATURES
Important Notice: No Covered Person is required, in any way, to accept
an Alternate Treatment Plan recommended by [DEF].

Definitions
"Alternate Treatment" means those services and supplies which meet
both of the following tests:

a. They are determined, in advance, by [DEF] to be Medically
Necessary and Appropriate and cost effective in meeting the long term
or intensive care needs of a Covered Person in connection with a
Catastrophic Illness or Injury.

b. Benefits for charges incurred for the services and supplies would
not otherwise be payable under the Policy.
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[CENTERS OF EXCELLENCE FEATURES
Important Notice: No Covered Person is required, in any way, to receive
medical care and treatment at a Center of Excellence.

Definitions
"Center of Excellence" means a Provider that has entered into an
agreement with [Carrier) to provide health benefit services for specific
procedures. The Centers of Excellence are [identified in the Listing of
Centers of Excellence.)
"Pre-Treatment Screening Evaluation" means the review of past and
present medical records and current x-ray and laboratory results by the
Center of Excellence to determine whether the Covered Person is an
appropriate candidate for the Procedure.
"Procedure" means one or more surgical procedures or medical therapy
performed in a Center of Excellence.

Covered Charges
In order for charges to be Covered Charges, the Center of Excellence
must:

a. perform a Pre-Treatment Screening Evaluation; and
b. determine that the Procedure is Medically Necessary and Ap­

propriate for the treatment of the Covered Person.

Benefits for services and supplies at a Center of Excellence will be
[subject to the terms and conditions of the Policy. However, the Utiliza­
tion Review Features will not apply.]]

EXCLUSIONS
Payment will not be made for any charges incurred for or in connection
with:
Care or treatment by means of acupuncture except when used as a
substitute for other forms of anesthesia.
Care or treatment of alcohol abuse.

Services for ambu14ru:e for transportation.
Blood or blood plosma which is replaced by or for a Covered Person.
Care and/or treatment by a Christian Science Practitioner.
Completion of cllJim forms.

Services or supplies related to cosmetic surgery, except as otherwise stated
in the Policy, unless it is required as a result of an Illness or Injury
sustained while covered under the Policy or to correct a functional defect
resulting from a congenital abnormality or developmental anomaly; com­
plications of cosmetic surgery; drugs prescribed for cosmetic purposes.
Services related to custodial or domiciliary care.
Dental care or treatment, including appliances.
Charges made by a dialysis center for dialysis services.
Durable Medical Equipment

Services or supplies, the primary purpose of which is educatianal provid­
ing the Covered Person with any of the following: training in the activities
of daily living; instruction in scholastic skills such as reading and writing;
preparation for an occupation; or treatment for learning disabilities.
Care or treatment in an emergency room unless the Covered Person is
admitted within 24 hours.
Experimental or Investigatianal treatments, procedures, hospitalizations,
drugs, biological products or medical devices.
Extraction of teeth, except for bony impacted teeth.
Services or supplies for or in connection with:

a. exams to determine the need for (or changes of) eyeglosses or lenses
of any type;

b. eyeglasses or lenses of any type except initial replacements for loss
of the natural lens; or

c. eye surgery such as radial keratotomy, when the primary purpose
is to correct myopia (nearsightedness), hyperopia (farsightedness) or
astigmation (blurring).
Services or supplies provided by one of the following members of the
Employee's family: spouse, child, parent, in-law, brother, sister or
grandparent.
Care and/or treatment to enhance fertility using artificial and surgical
drugs and procedures, including, but not limited to, in vitro fertilization,
in vivo fertilization or gamete-intrafallopian-transfer (GIFf); surrogate
motherhood.
Services or supplies related to Hearing aids and hearing exams to de­
termine the need for hearing aids or the need to adjust them.
Services or supplies related to Herbal medicine.

Care or treatment by means of high dose chemotherapy.

Services or supplies related to Hypnotism.

Services or supplies because the Covered Person engaged, or tried to
engage, in an illegal occupation or committed or tried to commit a felony.
mness or Injury, including a condition which is the result of disease or
bodily infirmity, which occurred on the job and which is covered or could
have been covered for benefits provided under workers' compensation,
employer's liability, occupational disease or similar law.
Local anesthesia charges billed separately if such charges are included
in the fee for the Surgery.
Care and treatment for Mental and Nervous Conditions and Substance
Abuse.

Membership costs for health clubs, weight loss clinics and similar pro­
grams.
Services and supplies related to Marriage, career or financial counseling,
sex therapy or family therapy, nutritional counseling and rellJted services.

Supplies related to Methadone maintenance.
Any charge identified as a Non-Covered Charge or which are specifically
limited or excluded elsewhere in the Policy and this [certificate], or which
are not Medically Necessary and Appropriate.
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"Catastrophic I1Jness or Injury" means one of the following:
a. head injury requiring an Inpatient stay
b. spinal cord Injury
c. severe burn over 20% or more of the body
d. multiple injuries due to an accident
e. premature birth
f. CVA or stroke
g. congenital defect which severely impairs a bodily function
h. brain damage due to either an accident or cardiac arrest or resulting

from a surgical procedure
i. terminal illness, with a prognosis of death within 6 months
j. Acquired Immune Deficiency Syndrome (AIDS)
k. chemical dependency
I. mental, nervous and psychoneurotic disorders
m. any other Illness or Injury determined by [DEF) or [Carrier) to

be catastrophic.

Alternate Treatment Plan
[DEF) will identify cases of Catastrophic Illness or Injury. The ap­
propriateness of the level of patient care given to a Covered Person
as well as the setting in which it is received will be evaluated. In order
to maintain or enhance the quality of patient care for the Covered
Person, [DEF) will develop an Alternate Treatment Plan.
An Alternate Treatment Plan is a specific written document, developed
by [DEF) through discussion and agreement with:

a. the Covered Person, or his or her legal guardian, if necessary;
b. the Covered Person's attending Practitioner; and
c. [Carrier).

The Alternate Treatment Plan includes:
a. treatment plan objectives;
b. course of treatment to accomplish the stated objectives;
c. the responsibility of each of the following parties in implementing

the plan:
• [DEF)
• attending Practitioner
• Covered Person
• Covered Person's family, if any; and

d. estimated cost and savings.
If [Carrier], [DEF), the attending Practitioner, and the Covered Person
agree [in writing,) on an Alternate Treatment Plan, the services and
supplies required in connection with such Alternate Treatment Plan will
be considered as Covered Charges under the terms of the Policy.
The agreed upon alternate treatment must be ordered by the Covered
Person's Practitioner.
Benefits payable under the Alternate Treatment Plan will be considered
in the accumulation of any Calendar Year and Per Lifetime maximums.

Exclusion
Alternate Treatment does not include services and supplies that [Carrier)
determines to be Experimental or Investigational.)
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NOli-prescription drugs or supplies, except insulin needles and syringes.
Services provided by a licensed pastoral counselor in the course of his
or her normal duties as a religious.
Personal convenience or comfort items including, but not limited to, such
items as TV's, telephones, first aid kits, exercise equipment, air con­
ditioners, humidifiers, saunas, hot tubs.
Podiatric care

Practitioner visits, except as otherwise stated in the Policy.
Prescription Drugs obtained while not confined in a Hospital on an
Inpatient basis.
Services or supplies that are not furnished by an eligible Provider.

Services related to Private.Duty Nursing care, except as provided under
the Home Health Care section of this [certificate].
Prosthetic Devices

The amount of any charge which is greater than a Reasonable and
Customary Charge.

Services or supplies related to rest or convalescent cures.

Room and boord charges for a Covered Person in any Facility for any
period of time during which he or she was not physically present
overnight in the Facility.
Except as stated in the Preventive Care section, Routine examinations
or preventive care, including related x-rays and laboratory tests, except
where a specific Illness or Injury is revealed or where a definite
symptomatic condition is present; pre-marital or similar examinations or
tests not required to diagnose or treat Illness or Injury.
Services or supplies related to Routine Foot Care.

Self-administered services such as: biofeedback, patient-controlled
analgesia on an Outpatient basis, related diagnostic testing, self-care and
self-help training.
Services provided by a social worker, except as otherwise stated in the
Policy.
Services or supplies:

a. eligible for payment under either Federal or state programs (except
Medicaid). This provision applies whether or not the Covered Person
asserts his or her rights to obtain this coverage or payment for these
services;

b. for which a charge is not usually made, such as a Practitioner
treating a professional or business associate, or services at a public health
fair;

c. for which a Covered Person would not have been charged if he
or she did not have health care coverage;

d. provided by or in a government Hospital unless the services are
for treatment:

• of a non-service Medical Emergency; or
• by a Veterans' Administration Hospital of a non-service related

Illness or Injury.
Smoking cessation aids of all kinds and the services of stop-smoking
providers.
Stand·by services required by a Provider.
Sterilization reversal-services and supplies rendered for reversal of
sterilization.
Surgery, sex hormones, and related medical, psychological and psychiatric
services to change a Covered Person's sex; services and supplies arising
from complications of sex transformation.
Telephane consultations.

Therapeutic Manipulation.

Transplants.

Transportation; travel.
V"lSion therapy.

Vitamins and dietary supplements.

.'ervices or supplies received as a result of a war, declared or undeclared;
Jolice actions; services in the armed forces or units auxiliary thereto;
Jr riots or insurrection.
Veight reduction or control, unless there is a diagnosis of morbid obesity;
,pecial foods, food supplements, liquid diets, diet plans or any related
>roducts.
Vigs, toupees, hair transplants, hair weaving or any drug if such drug is
lsed in connection with baldness.

CONTINUATION RIGHTS

COORDINATION AMONG CONTINUATION RIGHTS SECTIONS
As used in this section, COBRA means the Consolidated Omnibus
Budget Reconciliation Act of 1985 as enacted, and later amended.
A Covered Person may be eligible to continue his or her group health
benefits under this [certificate's] COBRA CONTINUATION RIGHTS
(CCR) section and under other continuation sections of this [certificate]
at the same time.
Continuation Under CCR and NEW JERSEY GROUP CONTINU·
ATION RIGHTS (NJGCR): If a Covered Person is eligible to continue
his or her group health benefits under both this [certificate's] CCR and
NJGCR sections, he or she may elect to continue under CCR, but cannot
continue under NJGCR.
Continuation Under CCR and any other continuation section of this
[certificate] :
If a Covered Person elects to continue his or her group health benefits
under both this [certificate's] CCR and any other continuation sections,
the continuations:

a. start at the same time;
b. run concurrently; and
c. end independently on their own terms.

While covered under more than one continuation section, the Covered
Person:

a. will not be entitled to duplicate benefits; and
b. will not be subject to the premium requirements of more than one

section at the same time.

AN IMPORTANT NOTICE ABOUT CONTINUATION RIGHTS
The following COBRA CONTINUATION RIGHTS section may not apply
to Your Employer's Policy. You must contact Your Employer to find
out if:

a. Your Employer is subject to the COBRA CONTINUATION
RIGHTS section in which case;

b. tbe section applies to You.

COBRA CONTINUATION RIGHTS

Important Notice
Under this section, "qualified continuee" means any person who, on the
day before any event which would qualify him or her for continuation
under this section, is covered for group health benefits under the Policy
as:

a. an active, covered Employee;
b. the spouse of an active, covered Employee; or
c. the Dependent child of an active, covered Employee. Any person

who becomes covered under the Policy during a continuation provided
by this section is not qualified continuee.

If An Employee's Group Health Benefits Ends
If Your group health benefits end due to Your termination of employ­
ment or reduction of work hours, You may elect to continue such benefits
for up to 18 months, if:

a. You were not terminated due to gross misconduct; and
b. You are not entitled to Medicare.

The continuation:
a. may cover You and any other qualified continuee; and
b. is subject to the When Continuation Ends section.

Extra Continuation for Disabled Qualified Continuees
If a qualified continuee is determined to be disabled under Title II or
Title XVI of the United States Social Security Act on the date his or
her group health benefits would otherwise end due to Your termination
of employment or reduction of work hours, You may elect to extend
Your 18 month continuation period above for up to an extra 11 months.
To elect the extra 11 months of continuation, the qualified continuee
must give the Employer written proof of Social Security's determination
of his or her disability before the earlier of:

a. the end of the 18 month continuation period; and
b. 60 days after the date the qualified continuee is determined to be

disabled.
If, during this extra 11 month continuation period, the qualified con­
tinuee is determined to be no longer disabled under the United States
Social Security Act, he or she must notify the Employer within 30 days
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of such determination, and continuation will end, as explained in the
When Continuation Ends section.
An additional 50% of the total premium charge also may be required
from the qualified continuee by the Employer during this extra 11 month
continuation period.

If An Employee Dies While Insured
If You die while insured, any qualified continuee whose group health
benefits would otherwise end may elect to continue such benefits. The
continuation can last for up to 36 months, subject to the When Continu­
ation Ends section.

If An Employee's Marriage Ends
If Your marriage ends due to legal divorce or legal separation, any
qualified continuee whose group health benefits would otherwise end
may elect to continue such benefits. The continuation can last for up
to 36 months, subject to the When Continuation Ends section.

If A Dependent Loses Eligibility
If a Dependent child's group health benefits end due to his or her loss
of dependent eligibility as defined in the Policy, other than Your cov­
erage ending, he or she may elect to continue such benefits. However,
such Dependent child must be a qualified continuee. The continuation
can last for up to 36 months, subject to When Continuation Ends.

Concurrent Continuations
If a Dependent elects to continue his or her group benefits due to Your
termination of employment or reduction of work hours, the Dependent
may elect to extend his or her 18 month continuation period to up to
36 months, if during the 18 month continuation period, either:

a. the Dependent becomes eligible for 36 months of group benefits
due to any of the reasons stated above; or

b. You become entitled to Medicare.
The 36 month continuation period starts on the date the 18 month
continuation period started, and the two continuation periods will be
deemed to have run concurrently.

The Qualified Continuee's Responsibilities
A person eligible for continuation under this section must notify the
Employer, in writing, of:

a. the legal divorce or legal separation of the Employee from his or
her spouse; or

b. the loss of dependent eligibility, as defined in the Policy, of an
insured Dependent child.
Such notice must be given to the Employer within 60 days of either of
these events.

The Employer's Responsibilities
The Employer must notify the qualified continuee, in wntmg, of:

a. his right to continue the Policy's group health benefits;
b. the monthly premium he or she must pay to continue such benefits;

and
c. the times and manner in which such monthly payments must be

made.
Such written notice must be given to the qualified continuee within 14
days of:

a. the date a qualified continuee's group health benefits would
otherwise end due to Your death or Your termination of employment
or reduction of work hours; or

b. the date a qualified continuee notifies the Employer, in writing,
of Your legal divorce or legal separation from Your spouse, or the loss
of dependent eligibility of an insured Dependent child.

The Employer's Liability
The Employer will be liable for the qualified continuee's continued group
health benefits to the same extent as, and in place of [Carrier], if:

a. The Employer fails to remit a qualified continuee's timely premium
payment to [Carrier] on time, thereby causing the qualified continuee's
continued group health benefits to end; or

b. The Employer fails to notify the qualified continuee of his or her
continuation rights, as described above.

Election of Continuation
To continue his or her group health benefits, the qualified continuee
must give the Employer written notice that he or she elects to continue.
This must be done within 60 days of the date a qualified continuee

PROPOSALS

receives notice of his or her continuation rights from the Employer as
described above. And the qualified continuee must pay the first month's
premium in a timely manner.
The subsequent premiums must be paid to the Employer, by the qualified
continuee, in advance, at the times and in the manner specified by the
Employer. No further notice of when premiums are due will be given.
The monthly premium will be the total rate which would have been
charged for the group health benefits had the qualified continuee stayed
insured under the Policy on a regular basis. It includes any amount that
would have been paid by the Employer. Except as explained in the Extra
Continuation for Disabled Qualified Continuees section, an additional
charge of two percent of the total premium charge may also be required
by the Employer.
If the qualified continuee fails to give the Employer notice of his or
her intent to continue, or fails to pay any required premiums in a timely
manner, he or she waives his or her continuation rights.

Grace in Payment of Premiums
A qualified continuee's premium payment is timely if, with respect to
the first payment after the qualified continuee elects to continue, such
payment is made no later than 45 days after such election. In all other
cases, such premium payment is timely if it is made within 31 days of
the specified date.

When Continuation Ends
A qualified continuee's continued group health benefits end on the first
of the following:

a. with respect to continuation upon Your termination of employment
or reduction of work hours, the end of the 18 month period which starts
on the date the group health benefits would otherwise end;

b. with respect to a disabled qualified continuee who has elected an
additional 11 months of continuation, the earlier of:

• the end of the 29 month period which starts on the date the
group health benefits would otherwise end; or

• the first day of the month which coincides with or next follows
the date which is 30 days after the date on which a final
determination is made that a disabled qualified continuee is no
longer disabled under Title II or Title XVI of the United States
Social Security Act;

c. with respect to continuation upon Your death, Your legal divorce
or legal separation, or the end of an insured Dependent's eligibility, the
end of the 36 month period which starts on the date the group health
benefits would otherwise end;

d. with respect to a Dependent whose continuation is extended due
to Your entitlement to Medicare, the end of the 36 month period which
starts on the date the group health benefits would otherwise end;

e. the date the Policy ends;
f. the end of the period for which the last premium payment is made;
g. the date he or she becomes covered under any other group health

plan which contains no limitation or exclusion with respect to any Pre­
Existing Condition of the qualified continuee;

h. the date he or she becomes entitled to Medicare.
A divorced spouse whose continued health benefits end as described
above may elect to convert some of these benefits to an individual
insurance policy. Read this [certificate's] Conversion Rights for Divorced
Spouses section for details.

NEW JERSEY GROUP CONTINUATION RIGHTS

If an Employee's Group Benefits End
If Your health coverage ends due to termination of employment for a
reason other than for cause, or reduction of work hours to below 25
hours per week, You may elect to continue such benefits for up to 12
months, subject to the When Continuation Ends section. At Your option,
You may elect to continue health coverage for any of Your then insured
Dependents whose coverage would otherwise end at this time. In order
to continue health coverage for Your Dependents, You must elect to
continue health coverage for Yourself.

What the Employee Must Do
To continue Your health coverage, You must send a written request
to the Employer within 30 days of the date of termination of employment
or reduction of work hours. You must also pay the first month's premium.
The first premium payment must be made within 30 days of the date
You elect continuation.
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You must pay the subsequent premiums to the Employer in advance,
at the times and in the manner [Carrier] specifies.
The monthly premium will be the total rate which would have been
charged for the small group benefits had You stayed insured under the
Policy on a regular basis. It includes any amount that Your Employer
would have paid. And an additional charge of 2% of the total premium
may be charged for the continued coverage.
If You fail to give the Employer notice that You elect to continue, or
fail to make any premium payment in a timely manner, You waive Your
continuation rights. All premium payments, except the first, will be
considered timely if they are made within 31 days of the specified due
dates.

The Continued Coverage
Your continued coverage will be identical to the coverage You had when
covered under the Policy on a regular basis. Any modifications made
under the Policy will apply to similarly situated continuees. [Carrier] does
not ask for proof of insurability in order for You to continue.

When Continuation Ends
A Covered Person's continued health coverage ends on the first of the
following:

a. the date which is 12 months from the date the small group benefits
would otherwise end;

b. the date the Covered Person becomes eligible for Medicare;
c. the end of the period for which the last premium payment is made;
d. the date the Covered Person becomes covered under another group

health benefits plan which contains no limitation or exclusion with
respect to any Pre-existing Condition of the Covered Person;

e. with respect to a Covered Person who becomes covered under
another group health benefits plan which contains a limitation or ex­
clusion with respect to a Pre-Existing Condition of the Covered Person,
the date such limitation or exclusion ends;

f. the date the Employer no longer provides any health benefit plans
for any of the Employer's Employees or their eligible Dependents; or

g. with respect to a Dependent, the date he or she is no longer an
eligible Dependent as defined in the Policy.

A TOTALLY DISABLED EMPLOYEE'S RIGHT TO CONTINUE
GROUP HEALTH BENEFITS

If An Employee is Totally Disabled
If You are Totally Disabled and Your group health benefits end because
Your active employment or membership in an eligible class ends due
to that disability, You can elect to continue Your group health benefits.
But You must have been insured by the Policy for at least three months
immediately prior to the date Your group health benefits ends. The
continuation can cover You, and at Your option, Your then insured
Dependents.

How And When To Continue Coverage
To continue group health benefits, You must give Your Employer written
notice that You elect to continue such benefits. And You must pay the
first month's premium. This must be done within 31 days of the date
Your coverage under the Policy would otherwise end.
Subsequent premiums must be paid to the Employer monthly, in ad­
vance, at the times and in the manner specified by the Employer. The
monthly premium You must pay will be the total rate charged for an
active Full-Time Employee, insured under the Policy on a regular basis,
on the date each payment is due. It includes any amount which would
have been paid by the Employer.
[Carrier] will consider Your failure to give notice or to pay any required
premium as a waiver of Your continuation rights.
If the Employer fails, after the timely receipt of Your payment, to pay
[Carrier] on Your behalf, thereby causing Your coverage to end; then
such Employer will be liable for Your benefits, to the same extent as,
and in place of, [Carrier].

When This Continuation Ends
These continued group health benefits end on the first of the following:

a. the end of the period for which the last payment is made, if You
stop paying.

b. the date the Covered Person becomes employed and eligible or
covered for similar benefits by another group plan, whether it be an
insured or uninsured plan.

c. the date the Policy ends or is amended to end for the class of
Employees to which You belonged; or

d. with respect to a Dependent, the date he or she stops being an
eligible Dependent as defined in the Policy.

AN EMPLOYEE'S RIGHT TO CONTINUE GROUP HEALTH
BENEFITS DURING A FAMILY LEAVE OF ABSENCE

Important Notice
This section may not apply to Your Employer's Policy. You must contact
Your Employer to find out if:
• Your Employer must allow for a leave of absence under Federal law

in which case;
• the section applies to You.

If An Employee's Group Health Coverage Ends
Group health coverage may end for You because You cease Full-Time
work due to an approved leave of absence. Such leave of absence must
have been granted to allow You to care for a sick family member or
after the birth or adoption of a child. If so, Your group health benefits
insurance will be continued. Dependents' insurance may also be con­
tinued. You will be required to pay the same share of premium as before
the leave of absence.

When Continuation Ends
Insurance may continue until the earliest of:

a. the date You return to Full-Time work;
b. the end of a total leave period of 12 weeks in any 12 month period;
c. the date on which Your coverage would have ended had You not

been on leave; or
d. the end of the period for which the premium has been paid.

A DEPENDENT'S RIGHT TO CONTINUE GROUP HEALTH
BENEFITS
If You die, any of Your Dependents who were insured under the Policy
may elect to continue coverage. Subject to the payment of the required
premium, coverage may be continued until the earlier of:

a. 180 days following the date of Your death; or
b. the date the Dependent is no longer eligible under the terms of

the Policy.

CONVERSION RIGHTS FOR DIVORCED SPOUSES

IF AN EMPLOYEE'S MARRIAGE ENDS
If Your marriage ends by legal divorce or annulment, the group health
benefits for Your former spouse ends. The former spouse may convert
to an individual major medical policy during the conversion period. The
former spouse may insure under his or her individual policy any of his
or her Dependent children who were insured under the Policy on the
date the group health benefits ends. See exceptions below.

Exceptions
No former spouse may use this conversion right:

a. if he or she is eligible for Medicare; or
b. if it would cause him or her to be overinsured.

This may happen if the spouse is covered or eligible for coverage
providing similar benefits provided by any other plan, insured or not
insured. [Carrier] will determine if overinsurance exists using its stan­
dards for overinsurance.

HOW AND WHEN TO CONVERT
The conversion period means the 31 days after the date group health
benefits ends. The former spouse must apply for the individual policy
in writing and pay the first premium for such policy during the conversion
period. Evidence of insurability will not be required.

THE CONVERTED POLICY
The individual policy will provide the major medical benefits that [Car­
rier] is required to offer in the state where the Employer is located.
The individual policy will take effect on the day after group health
benefits under the Policy ends.
After group health benefits under the Policy ends, the former spouse
and any children covered under the individual policy may still be paid
benefits under the Policy. If so, benefits to be paid under the individual
policy will be reduced by the amount paid under the Policy.
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EFFECT OF INTERACTION WITH A HEALTH MAINTENANCE
ORGANIZATION PLAN
HEALTH MAINTENANCE ORGANIZATION ("HMO") means a
prepaid alternative health care delivery system.
A Policyholder may offer its Employees HMO membership in lieu of
the group health benefits insurance provided by the Policy. If the
Employer does, the following provisions apply.

IF AN INSURED EMPLOYEE ELECTS HMO MEMBERSHIP

Date Group Health Benefits Insurance Ends
Insurance for You and Your Dependents will end on the date You
become an HMO member.

Benefits After Group Health Benefits Insurance Ends
When You become an HMO member, the Extended Health Benefits
section of this [certificate] will not apply to You and Your Dependents.

Exception:
IF, on the date membership takes effect, the HMO does not provide
benefits due to:
• an HMO waiting period
• an HMO Pre-Existing Conditions limit, or
• a confinement in a Hospital not affiliated with the HMO
AND the HMO provides benefits for total disability when membership
ends
THEN group health benefits will be paid until the first of the following
occurs:
• 90 days expire from the date membership takes effect
• the HMO's waiting period ends
• the HMO's Pre-Existing Conditions limit expires, or
• hospitalization ends.

IF AN HMO MEMBER ELECTS GROUP HEALTH BENEFITS
INSURANCE PROVIDED BY THE POLICY

Date Transfer To Such Insurance Takes Effect
Each Employee who is an HMO member may transfer to such insurance
by written request. If You elect to do so, any Dependents who are HMO
members must also be included in such request. The date such persons
are to be insured depends on when and why the transfer request is made.

request made during an open enrollment period
[Carrier] and the Policyholder will agree when this period will be. If
You request insurance during this period, You and Your Dependents
will be insured on the date such period ends.

request made because: • an HMO ends its operations
• Employee moves outside the HMO service

area
If You request insurance because membership ends for these reasons,
the date You and Your Dependents are to be insured depends on the
date the request is made.
If it is made:
• on or before the date membership ends, they will be insured on the

date such membership ends
• within 31 days after the date membership ends, they will be insured

on the date the request is made
• more than 31 days after the date membership ends, You and Your

Dependents will be Late Enrollees.

request made because an HMO becomes insolvent
If You request insurance because membership ends for this reason, the
date You and Your Dependents are to be insured depends on the date
the request is made.
If it is made:
• within 31 days after the date membership ends, they will be insured

on the date the request is made
• more than 31 days after the date membership ends, You and Your

Dependents will be Late Enrollees.

request made at any other time
You may request insurance at any time other than that described above.
In this case, You and Your Dependents will be Late Enrollees.

INSURANCE

Other Provisions Affected By A Transfer
If a person makes a transfer, the following provisions, if required by
the Policy for such insurance, will not apply on the transfer date:
• an Actively at Work requirement
• non-confinement, or similar requirement
• a waiting period, or
• Pre-Existing Conditions provisions.

Charges not covered
Charges incurred before a person becomes insured will be considered
Non-Covered Charges.

Maximum benefit
The total amount of benefits to be paid for each person will be the
maximum benefit specified in the Policy, regardless of an interruption
in such person's insurance under the Policy.

Right to change premium rates
[Carrier] has the right to change premium rates when, in its opinion,
its liability under the Policy is changed by interaction with an HMO plan.

COORDINATION OF BENEFITS

Purpose Of This Provision
A Covered Person may be covered for health expense benefits by more
than one plan. For instance, he or she may be covered by the Policy
as an Employee and by another plan as a Dependent of his or her spouse.
If he or she is, the provision allows [Carrier] to coordinate what [Carrier]
pays with what another plan pays. [Carrier] does this so the Covered
Person does not collect more in benefits than he or she incurs in charges.

DEFINITIONS
"Plan" means any of the following that provide health expense benefits
or services:

a. group or blanket insurance plans;
b. group hospital or surgical plans, or other service or prepayment

plans on a group basis;
c. union welfare plans, Employer plan, Employee benefits plans,

trusteed labor and management plans, or other plans for members of
a group;

d. programs or coverages required by law;
e. group or group-type hospital indemnity benefits which exceed

$250.00 per day;
f. group or group-type hospital indemnity benefits of $250.00 per day

or less for which You pay part of the premium; or
g. Medicare or other government programs which [Carrier] is allowed

to coordinate with by law.
"Plan" does not include:

a. Medicaid or any other government program or coverage which
[Carrier] is not allowed to coordinate with by law;

b. school accident type coverages written on either a blanket, group,
or franchise basis;

c. group or group-type hospital indemnity benefits of $250.00 per day
or less for which You pay the entire premium; nor

d. any plan [Carrier] says [Carrier] supplements, as named in the
Schedule.
''This plan" means the part of [Carriers] group plan subject to this
provision.
"Member" means the person who receives a certificate or other proof
of coverage from a plan that covers him or her for health expense
benefits.
"Dependent" means a person who is covered by a plan for health
expense benefits, but not as a member.
"Allowable expense" means any necessary, reasonable, and usual item
of expense for health care incurred by a member or Dependent under
either this plan or any other plan. When a plan provides service instead
of cash payment, [Carrier] views the reasonable cash value of each service
as an allowable expense and as a benefit paid. [Carrier] also views items
of expense covered by another plan as an allowable expense, whether
or not a claim is filed under that plan.
The amount of reduction in benefits resulting from a member's or
Dependent's failure to comply with provisions of a primary plan is not
considered an allowable expense if such reduction in benefits is less than
or equal to the reduction that would have been made under the terms
of this Plan if this Plan had been primary. Examples of such provisions
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are those related to second surgical oplDlons, precertification of ad­
missions or services, and preferred provider arrangements. This does not
apply where a primary plan is a health maintenance organization (HMO)
and the member or Dependent elects to have health services provide
outside the HMO. A primary plan is described below.
"Claim determination period" means a Calendar Year in which a
member or Dependent is covered by this plan and at least one other
plan and incurs one or more allowable expense under such plans.

How This Provision Works
[Carrier] applies provision when a member or Dependent is covered by
more than one plan. When this happens [Carrier] will consider each plan
separately when coordinating payments.
In order to apply this provision, one of the plans is called the primary
plan. All other plans are called secondary plans. The primary plan pays
first, ignoring all other plans. The secondary plans then pay the remaining
unpaid allowable expenses, but no plan pays more than it would have
without this provision.
If a plan has no coordination provision, it is primary. But, during any
claim determination period, when this plan and at least one other plan
have coordination provisions, the rules that govern which plan pays first
are as follows:

a. A plan that covers a person as a member pays first; the plan that
covers a person as a Dependent pays second.

b. A plan that covers a person as an active Employee or as a Depen­
dent of such Employee pays first. A plan that covers a person as a laid­
off or retired Employee or as a Dependent of such Employee pays
second.
But, if the plan that [Carrier] is coordinating with does not have a similar
provision for such persons, then b. will not apply.

c. Except for Dependent children of separated or divorced parents,
the following governs which plan pays first when the person is a Depen­
dent of a member:

A plan that covers a Dependent of a member whose birthday falls
earliest in the Calendar Year pays first. The plan that covers a Depen­
dent of a member whose birthday falls later in the Calendar Year pays
second. The member's year of birth is ignored.

But, if the plan that [Carrier] is coordinating with does not have a
similar provision for such persons, then c. will not apply and the other
plan's coordination provision will determine the order of benefits.

d. For a Dependent child of separated or divorced parents, the follow­
ing governs which plan pays first when the person is a Dependent of
a member.

• When a court order makes one parent financially responsible
for the health care expenses of the Dependent child, then that
parent's plan pays first.

• If there is no such court order, then the plan of the natural
parent with custody pays before the plan of the stepparent with
custody; and

• The plan of the stepparent with custody pays before the plan
of the natural parent without custody.

If rules a, b, c and d do not determine which plan pays first, the plan
that has covered the person for the longer time pays first.
If, when [Carrier] applies this provision, [Carrier] pays less than [Carrier]
would otherwise pay, [Carrier] apply only that reduced amount against
payment limits of this plan.

[Carrier's] Right To Certain Information
In order to coordinate benefits, [Carrier] needs certain information. You
must supply [Carrier] with as much of that information as You can. But
if You cannot give [Carrier] all the information [Carrier] needs, [Carrier]
has the right to get this information from any source. And if another
insurer needs information to apply its coordination provision, [Carrier]
has the right to give that insurer such information. If [Carrier] gives or
gets information under this section [Carrier] cannot be held liable for
such action.
When payment that should have been made by this plan has been made
by another plan, [Carrier] has the right to repay that plan. If [Carrier]
does so, [Carrier] is no longer liable for that amount. And if [Carrier]
pays out more than [Carrier] should have, [Carrier] has the right to
recover the excess payment.

Small ClaIms Waiver
[Carrier] does not coordinate payments on claims of less than $50.00.
But if, during any claim determination period, more allowable expenses

are incurred that raise the claim above $50.00 [Carrier] will count the
entire amount of the claim when [Carrier] coordinates.

BENEFITS FOR AUTOMOBILE RELATED INJURIES
This section will be used to determine a person's benefits under the
Policy when expenses are incurred as a result of an automobile related
injury.

Definitions
"Automobile Related Injury" means bodily Injury sustained by a Covered
Person as a result of an accident:

a. while occupying, entering, leaving or using an automobile; or
b. as a pedestrian;

caused by an automobile or by an object propelled by or from an
automobile.
"Allowable Expense" means a medically necessary, reasonable and cus­
tomary item of expense covered at least in part as an eligible expense
by:

a. the Policy;
b. PIP; or
c. OSAIC.

"Eligible Expense" means that portion of expense incurred for treatment
of an Injury which is covered under the Policy without application of
Cash Deductibles and Co-Payments, if any or Co-Insurance.
"Out-of-State Automobile Insurance Coverage" or "OSAIC" means any
coverage for medical expenses under an automobile insurance policy
other than PIP. OSAIC includes automobile insurance policies issued
in another state or jurisdiction.
"PIP" means personal injury protection coverage provided as part of
an automobile insurance policy issued in New Jersey. PIP refers
specifically to provisions for medical expense coverage.

Determination of primary or secondary coverage
The Policy provides secondary coverage to PIP unless health coverage
has been elected as primary coverage by or for the Covered Person under
the Policy. This election is made by the named insured under a PIP
policy. Such election affects that person's family members who are not
themselves named insureds under another automobile policy. The Policy
may be primary for one Covered Person, but not for another if the person
has separate automobile policies and have made different selections
regarding primacy of health coverage.
The Policy is secondary to OSAIC, unless the OSAIC contains provisions
which make it secondary or excess to the policyholder's plan. In that
case the Policy will be primary.
If there is a dispute as to which policy is primary, the Policy will pay
benefits as if it were primary.

Benefits the Policy will pay if it is primary to PIP or OSAIC.
If the Policy is primary to PIP or OSAIC it will pay benefits for eligible
expenses in accordance with its terms.
The rules of the COORDINATION OF BENEFITS section of the Policy
will apply if:
• the covered Person is insured under more than one insurance plan;

and
• such insurance plans are primary to automobile insurance coverage.

Benefits the Policy will pay if it is secondary to PIP or OSAIC.
If the Policy is secondary to PIP or OSAIC the actual benefits payable
will be the lesser of:

a. the allowable expenses left uncovered after PIP or OSAIC has
provided coverage after applying Cash Deductibles and Co-Payments,
or

b. the benefits that would have been paid if the Policy had been
primary.

Medicare
If the Policy supplements coverage under Medicare it can be primary
to automobile insurance only to the extent that Medicare is primary to
automobile insurance.

MEDICARE AS SECONDARY PAYOR

Important Notice
The following sections regarding Medicare may not apply to Your
Employer's Policy. You must contact Your Employer to find out if Your
Employer is subject to Medicare as Secondary Payor rules.
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INSURANCE

If Your Employer is subject to such rules, this Medicare as Secondary
Payor section applies to You.
If Your Employer is NOT subject to such rules, this Medicare as
Secondary Payor section does not apply to You, in which case, Medicare
will be the primary health plan and the Policy will be the secondary
bealtb plan for Covered Persons who are eligible for Medicare.
The following provisions explain how the Policy's group health benefits
interact with the benefits available under Medicare as Secondary Payor
rules. A Covered Person may be eligible for Medicare by reason of age.
disability, or End Stage Renal Disease. Different rules apply to each
type of Medicare eligibility, as explained below.
With respect to the following provisions:

a. "Medicare" when used above, means Part A and B of the health
care program for the aged and disabled provided by Title XVII of the
United States Social Security Act, as amended from time to time.

b. A Covered Person is considered to be eligible for Medicare by
reason of age from the first day of the month during which he or she
reaches age 65. However, if the Covered Person is born on the first
day of a month, he or she is considered to be eligible for Medicare from
the first day of the month which is immediately prior to his or her 65th
birthday.

c. A "primary" health plan pays benefits for a Covered Person's
Covered Charge first, ignoring what the Covered Person's "secondary"
plan pays. A "secondary" health plan then pays the remaining unpaid
allowable expenses. See the Coordination of Benefits section for a
definition of "allowable expense".

[d. "We" means Carrier]

MEDICARE EUGIBIUTY BY REASON OF AGE

Applicability
This section applies to You or Your insured spouse who is eligible for
Medicare by reason of age.
Under this section, such an Employee or insured spouse is referred to
as a "Medicare eligible".
This section does not apply to:

a. a Covered Person, other than an Employee or insured spouse
b. an Employee or insured spouse who is under age 65, or
c. a Covered Person who is eligible for Medicare solely on the basis

of End Stage Renal Disease.

When An Employee or Insured Spouse Becomes Eligible For Medicare
When an Employee or insured spouse becomes eligible for Medicare
by reason of age, he or she must choose one of the two options below.
Option (A)-The Medicare eligible may choose the Policy as his or her
primary health plan. If he or she does, Medicare will be his or her
secondary health plan. See the When the Policy is Primary section below,
for details.
Option (B)-Tbe Medicare eligible may choose Medicare as bis or her
primary health plan. If he or she does, group health benefits under the
Policy will end. See the When Medicare is Primary section below, for
details.
If the Medicare eligible fails to choose either option when he or she
becomes eligible for Medicare by reason of age, [Carrier] will pay benefits
as if he or she had chosen Option (A).

When the Policy is primary
When a Medicare eligible chooses the Policy as his or her primary health
plan, if he or she incurs a Covered Charge for which benefits are payable
under both tbe Policy and Medicare, the Policy is considered primary.
The Policy pays first, ignoring Medicare. Medicare is considered the
secondary plan.

When Medicare is primary
If a Medicare eligible chooses Medicare as his or her primary health
plan, he or she will no longer be covered for such benefits by the Policy.
Coverage under the Policy will end on the date the Medicare eligible
elects Medicare as his or her primary health plan.
A Medicare eligible who elects Medicare as his or her primary health
plan, may later change such election, and choose the Policy as his or
her primary health plan.

PROPOSALS

MEDICARE EUGmILITY BY REASON OF DISABILITY

Applicability
This section applies to a Covered Person who is:

a. under age 65; and
b. eligible for Medicare by reason of disability.

Under this section, such Covered Person is referred to as a "disabled
Medicare eligible".
This section does not apply to:

a. a Covered Person who is eligible for Medicare by reason of age;
or

b. a Covered Person who is eligible for Medicare solely on the basis
of End Stage Renal Disease.

When a Covered Person Becomes Eligible For Medicare
When a Covered Person becomes eligible for Medicare by reason of
disability, Medicare is the primary plan. The Policy is the secondary plan.
If a Covered Person is eligible for Medicare by reason of disability, he
or she must be covered by both Parts A and B. If he or she is not,
he or she must meet the Medicare Alternate Deductible shown in the
Schedule.

MEDICARE ELIGmILITY BY REASON OF END STAGE
RENAL DISEASE

Applicability
This section applies to a Covered Person who is eligible for Medicare
on the basis of End Stage Renal Disease (ESRD).
Under this section, such Covered Person is referred to as a "ESRD
Medicare eligible".
This section does not apply to a Covered Person who is eligible for
Medicare by reason of disability.

When A Covered Person Becomes Eligible For Medicare Due to ESRD
When a Covered Person becomes eligible for Medicare solely on the
basis of ESRD, for a period of up to 18 consecutive months, if he or
she incurs a charge for the treatment of ESRD for which benefits are
payable under both the Policy and Medicare, the Policy is considered
primary. The Policy pays first, ignoring Medicare. Medicare is considered
the secondary plan.
This 18 month period begins on the earlier of:

a. the first day of the month during which a regular course of renal
dialysis starts; and

b. with respect to a ESRD Medicare eligible who receives a kidney
transplant, the first day of the month during which such Covered Person
becomes eligible for Medicare.
After the 18 month period described above ends, if an ESRD Medicare
eligible incurs a charge for which benefits are payable under both the
Policy and Medicare, Medicare is the primary plan. The Policy is the
secondary plan. If a Covered Person is eligible for Medicare on the basis
of ESRD, he or she must be covered by both Parts A and B. If he
or she is not, he or she must meet the Medicare Alternate Deductible
shown in the Schedule.

RIGHT TO RECOVERY-THIRD PARTY LIABILITY
As used in this section:
"Covered Person" means an Employee or Dependent, including the legal
representative of a minor or incompetent, insured by the Policy.
"Reasonable pro-rata Expenses" are those costs such as lawyers fees and
court costs, incurred to effect a third party payment, expressed as a
percentage of such payment.
"Third Party" means anyone other than [Carrier], the Employer or the
Covered Person.
If a Covered Person makes a claim to [Carrier] for benefits under the
Policy prior to receiving payment from a third party or its insurer, the
Covered Person must agree, in writing, to repay [Carrier] from any
amount of money they receive from the third party, or its insurer for
an Illness or Injury.
[Carrier] shall require the return of health benefits paid for an Illness
or Injury, up to the amount a Covered Person receives for that Illness
or Injury through:

a. a third party settlement;
b. a satisfied judgment; or
c. other means.
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President]

[ABC Company]
[G-12345]
[JOHN DOE]
[C-1234567]
01-01-94

[Carrier] PLANS B, C, D, E

SMALL GROUP HEALTH BENEFITS [CERTIFICATE]
[[Carrier] certifies that the Employee named [below] is entitled to the
benefits described in this [certificate], as of the effective date shown
[below], subject to the eligibility and effective date requirements of the
Policy.
This [certificate] replaces any and all [certificates] previously issued to
the Employee under any group policies issued by [Carrier] providing the
types of benefits described in this [certificate].
The Policy is a contract between [Carrier] and the Policyholder. This
[certificate] is a summary of the Policy provisions that affect Your
insurance. All benefits and exclusions are subject to the terms of the
Policy.

POLICYHOLDER:
GROUP POLICY NUMBER:
EMPLOYEE:
CERTIFICATE NUMBER:
EFFECTIVE DATE:
CALENDAR YEAR CASH

DEDUCTIBLE
PER COVERED PERSON: $250
PER COVERED FAMILY: $500

COINSURANCE: 20%
COINSURANCE CAPS

PER COVERED PERSON: $2,000
PER COVERED FAMILY: $4,000]

[Secretary
[Dividends are apportioned each year.]

In addition to the basic claim procedure explained in the Employee's
certificate, [Carrier] will also observe the procedures listed below. All
notifications from [Carrier] will be in writing.

a. If a claim is wholly or partially denied, the claimant will be notified
of the decision within 45 days after [Carrier] received the claim.

b. If special circumstances require a extension of time for processing
the claim, written notice of the extension shall be furnished to the
claimant prior to the termination of the initial 9O-day period. In no event
shall such extension exceed a period of 90 days from the end of such
initial period. The extension notice shall indicate the special circum­
stances requiring an extension of time and the date by which [Carrier]
expects to render the final decision.

c. If a claim is denied, [Carrier] will provide the Plan Administrator,
for delivery to the claimant, a notice that will set forth:

• the specific reason(s) the claim is denied;
• specific references to the pertinent plan provision on which the

denial is based;
• a description of any additional material or information needed

to make the claim valid, and an explanation of why the material
or information is needed;

• and explanation of the plan's claim review procedure.
A claimant must file a request for review of a denied claim within 60
days after receipt of written notification of denial of a claim.

d. [Carrier] will notify the claimant of its decision within 60 days of
receipt of the request for review. If special circumstances require an
extension of time for processing, [Carrier] will render a decision as soon
as possible, but no later than 120 days after receiving the request.
[Carrier] will notify the claimant about the extension.
The above procedures are required under the provisions of ERISA.

EXHIBIT W

[Carrier] will only require such payment when the amounts received
through such settlement, judgment or otherwise, are specifically iden­
tified as amounts paid for health benefits for which [Carrier] has paid
benefits.
The repayment will be equal to the amount of benefits paid by [Carrier].
However, the Covered Person may deduct the reasonable pro-rata ex­
penses, incurred in effecting the third party payment from the repayment
to [Carrier].
The repayment agreement will be binding upon the Covered Person
whether:

a. the payment received from the third party, or its insurer, is the
result of a legal judgment, an arbitration award, a compromise settle­
ment, or any other arrangement, or

b. the third party, or its insurer, has admitted liability for the payment.
[Carrier] will not pay any benefits under the Policy to or on behalf of
a Covered Person, who has received payment in whole or in part from
a third party, or its insurer for past or future charges for an Illness or
Injury, resulting from the negligence, intentional act, or no-fault tort
liability of a third party.

STATEMENT OF ERISA RIGHTS
As a participant, an Employee is entitled to certain rights and protection
under the Employee Retirement Income Security Act of 1974 (ERISA).
ERISA provides that all plan participants shall be entitled to:

a. Examine, with charge, all plan documents, including insurance con­
tracts, collective bargaining agreements and copies of all documents filed
by the plan with the U.S. Department of Labor, such as detailed annual
reports and plan descriptions. The document may be examined at the
Plan Administrator's office and at other specified locations such as
worksites and union halls.

b. Obtain copies of all plan documents and other plan information
upon written request to the Plan Administrator, who may make a
reasonable charge for the copies.

c. Receive a summary of the plan's annual financial report from the
Plan Administrator (if such a report is required).
In addition to creating rights for plan participants, ERISA imposes duties
upon the people called "Fiduciaries", who are responsible for the opera­
tion of the Employee benefits plan. They have a duty to operate the
plan prudently and in the interest of plan participants and beneficiaries.
An Employer may not fire the Employee or otherwise discriminate
against him or her in any way to prevent him or her from obtaining
a welfare benefit or exercising his or her rights under ERISA. If an
Employees' claim for welfare benefits is denied in whole or in part, he
or she must receive a written explanation of the reason for the denial.
The Employee has the right to have his or her claim reviewed and
reconsidered.
Under ERISA, there are steps an Employee can take to enforce the
above rights. For instance, the Employee may file suit in a Federal court
if he or she requests materials from the plan and does not receive them
within 30 days. The court may require the Plan Administrator to provide
the materials and pay the Employee, up to $100.00 a day until he or
she receives them (unless the materials were not sent because of reasons
beyond the administrator's control). If his or her claim for benefit is
denied in whole or in part, or ignored, he or she may file suit in a state
or federal court. If plan fiduciaries misuse the plan's money, or dis­
criminate against him or her for asserting his or her rights, he or she
may seek assistance from the U.S. Department of Labor, or file suit
in a Federal court. If he or she is successful, the court may order the
person the Employee has sued to pay court costs and legal fees. If he
or she loses, the court may order him or her to pay, for example, if
it finds his or her claim is frivolous. If the Employee has any question
about his or her plan, he or she should contact the Plan Administrator.
If he or she has any questions about this statement or about his or her
rights under ERISA he or she should contact the nearest Area Office
of the U.S. Labor-Management Services Administration, Department of
Labor.

CLAIMS PROCEDURE
Claim forms and instructions for filing claims may be obtained from the
Plan Administrator. Completed claim forms and any other required
material should be returned to the Plan Administrator for submission
to [Carrier].
[Carrier] is the Claims Fiduciary with discretionary authority to de­
termine eligibility for benefits and to construe the terms of the plan with
respect to claims.
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$50

SCHEDULE OF INSURANCE

EMPLOYEE AND DEPENDENT HEALTH BENEFITS

[PLAN B]

Medicare Alternate Deductible
For a Covered Person who is eligible for Medicare by reason of a
disability, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.
After the 18 month period described in Medicare as Secondary Payor,
ends with respect to a Covered Person who is eligible for Medicare solely
on the basis of End Stage Renal Disease, but is not insured by both
Parts A and B, the Medicare Alternate Deductible is equal to the Cash
Deductible plus what Parts A and B of Medicare would have paid had
the Covered Person been so insured.

Emergency Room Co-Payment, (waived if admitted
within 24 hours)

[PLAN D)

30%

$2,500

Co-Insurance
Co-Insurance is the percentage of a Covered Charge that must be paid
by a Covered Person. However, [Carrier] will waive the Co-Insurance
requirement once the Co-Insurance Cap has been reached. The Policy's
Co-Insurance, as shown below, does not include penalties incurred under
the Policy's Utilization Review provisions, or any other Non-Covered
Charge.
The Co-Insurance for the
Policy is as follows:

Co-Insurance Caps
Per Covered Person per each
Calendar Year
Per Covered Family per each
Calendar Year $5,000, Note: Must be individually

satisfied by 2 separate Covered
Persons

Note: The Co-Insurance Caps cannot be met with:
• Non-Covered Charges
• Cash Deductibles
• Co-Insurance for the treatment of Mental and Nervous Conditions

and Substance Abuse
• Co-Payments.

SCHEDULE OF INSURANCE

EMPLOYEE AND DEPENDENT HEALTH BENEFITS

$2,000

$50

$200
$1,000

[$250, $500, or $1,000]
[$500, $1,000 or $2,000] Note: Must be
individually satisfied by 2 separate
Covered Persons

Medicare Alternate Deductible
For a Covered Person who is eligible for Medicare by reason of a
disability, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.
After the 18 month period described in Medicare as Secondary Payor,
ends with respect to a Covered Person who is eligible for Medicare solely
on the basis of End Stage Renal Disease, but is not insured by both
Parts A and B, the Medicare Alternate Deductible is equal to the Cash
Deductible plus what Parts A and B of Medicare would have paid had
the Covered Person been so insured.

Hospital Confinement Co-Payment
-per day
-maximum Co-Payment per Period of Confinement
-maximum Co-Payment per Covered Person per

Calendar Year
Emergency Room Co-Payment, (waived if admitted
within 24 hours)

Calendar Year Cash Deductible
Per Covered Person
Per Covered Family

[$250, $500, or $1,000]
[$500, $1,000 or $2,000] Note: Must be
individually satisfied by 2 separate
Covered Persons

Calendar Year Cash Deductible
Per Covered Person
Per Covered Family

Medicare Alternate Deductible
For a Covered Person who is eligible for Medicare by reason of a
disability, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.
After the 18 month period described in Medicare as Secondary Payor,
ends with respect to a Covered Person who is eligible for Medicare solely
on the basis of End Stage Renal Disease, but is not insured by both
Parts A and B, the Medicare Alternate Deductible is equal to the Cash
Deductible plus what Parts A and B of Medicare would have paid had
the Covered Person been so insured.

Emergency Room Co-Payment, (waived if admitted
within 24 hours) $50

Co-Insurance
Co-Insurance is the percentage of a Covered Charge that must be paid
by a Covered Person. However, [Carrier] will waive the Co-Insurance
requirement once the Co-Insurance Cap has been reached. The Policy's
Co-Insurance, as shown below, does not include penalties incurred under
the Policy's Utilization Review provisions, or any other Non-Covered
Charge.
The Co-Insurance for the
Policy is as follows: 20%, except as stated below

[PLAN C]

40%

$3,000

[$250, $500, or $1,000]
[$500, $1,000 or $2,000] Note: Must be
individually satisfied by 2 separate
Covered Persons

SCHEDULE OF INSURANCE

EMPLOYEE AND DEPENDENT HEALTH BENEFITS

$6,000, Note: Must be individually
satisfied by 2 separate Covered
Persons

Note: The Co-Insurance Caps cannot be met with:
• Non-Covered Charges
• Cash Deductibles
• Co-Insurance for the treatment of Mental and Nervous Conditions

and Substance Abuse
• Co-Payments

Co-Insurance
Co-Insurance is the percentage of a Covered Charge that must be paid
by a Covered Person. However, [Carrier] will waive the Co-Insurance
requirement once the Co-Insurance Cap has been reached. The Policy's
Co-Insurance, as shown below, does not include penalties incurred under
the Policy's Utilization Review provisions, or any other Non-Covered
Charge.
The Co-Insurance for the
Policy is as follows:

Co-Insurance Caps
Per Covered Person per each
Calendar Year
Per Covered Family
per each Calendar Year

Calendar Year Cash Deductible
Per Covered Person
Per Covered Family
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Exception: for Mental and
Nervous and Substance
Abuse charges 25%

$50

20%

$200
$1,000

$2,000

$10,000

EXAMPLE PPO
(with Co-Payment)

[$250, $500, or $1,000]
[$500, $1,000 or $2,000] Note: Must be
individually satisfied by 2 separate
Covered Persons

$10

$50
$100 per day, up to $500 per confine­
ment, $1,000 per Calendar Year

[$250, $500, or $1,000]
[$500, $1,000 or $2,000] Note: Must be
individually satisfied by 2 separate
Covered Persons

Calendar Year Cash Deductible
Per Covered Person
Per Covered Family

Medicare Alternate Deductible
For a Covered Person who is eligible for Medicare by reason of a
disability, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.
After the 18 month period described in Medicare as Secondary Payor,
ends with respect to a Covered Person who is eligible for Medicare solely
on the basis of End Stage Renal Disease, but is not insured by both
Parts A and B, the Medicare Alternate Deductible is equal to the Cash
Deductible plus what Parts A and B of Medicare would have paid had
the Covered Person been so insured.

Hospital Confinement Co-Payment
-per day
-maximum Co-Payment per Period of Confinement
-maximum Co-Payment per Covered Person per

Calendar Year
Emergency Room Co-Payment, (waived if admitted
within 24 hours)

Co-Insurance
Co-Insurance is the percentage of a Covered Charge that must be paid
by a Covered Person. However, [Carrier] will waive the Co-Insurance
requirement once the Co-Insurance Cap has been reached. The Policy's
Co-Insurance, as shown below, does not include penalties incurred under
the Policy's Utilization Review provisions, or any other Non-Covered
Charge.
The Co-Insurance for the Policy is as follows:
• if treatment, services or supplies are given

by a Network Provider
• if treatment, services or supplies are given

by an Out-Network Provider 40%

The Coinsured Charge Limit means the amount of Covered Charges
a Covered Person must incur before no Co-Insurance is required, except
as stated below.
Exception: Charges for Mental and Nervous Conditions and Substance
Abuse treatment are not subject to or eligible for the Coinsured Charge
Limit.
Coinsured Charge Limit:

EMPLOYEE AND DEPENDENT HEALTH BENEFITS

Calendar Year Cash Deductible­
If treatment, services or supplies
are given by an Out-Network
Provider
Per Covered Person
Per Covered Family

EMPLOYEE AND DEPENDENT HEALTH BENEFITS

SCHEDULE OF INSURANCE

Medicare Alternate Deductible
For a Covered Person who is eligible for Medicare by reason of a
disability, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts

Co-Payment-If treatment, serv­
ices or supplies are given by a
Network Provider:
• Physician Visits
• Emergency Room (waived

if admitted within 24 hours)
• Hospital Confinement

[PLAN E]

EXAMPLE PPO
(without Co-Payment)

Must be individually
2 separate Covered

$2,000

$150
$300, Note:
satisfied by
Persons

25%

$1,500

10%, except as stated below

SCHEDULE OF INSURANCE

EMPLOYEE AND DEPENDENT HEALTH BENEFITS

Calendar Year Cash Deductible
Per Covered Person
Per Covered Family

Co-Insurance Caps
Per Covered Person per each
Calendar Year
Per Covered Family per each
Calendar Year $4,000, Note: Must be individually

satisfied by 2 separate Covered
Persons

Note: The Co-Insurance Caps cannot be met with:
• Non-Covered Charges
• Cash Deductibles
• Co-Insurance for the treatment of Mental and Nervous Conditions

and Substance Abuse
• Co-Payments.

Medicare Alternate Deductible
For a Covered Person who is eligible for Medicare by reason of a
disability, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.
After the 18 month period described in Medicare as Secondary Payor,
ends with respect to a Covered Person who is eligible for Medicare solely
on the basis of End Stage Renal Disease, but is not insured by both
Parts A and B, the Medicare Alternate Deductible is equal to the Cash
Deductible plus what Parts A and B of Medicare would have paid had
the Covered Person been so insured.

Emergency Room Co-Payment, (waived if admitted
within 24 hours) $50

Co-Insurance
Co-Insurance is the percentage of a Covered Charge that must be paid
by a Covered Person. However, [Carrier] will waive the Co-Insurance
requirement once the Co-Insurance Cap has been reached. The Policy's
Co-Insurance, as shown below, does not include penalties incurred under
the Policy's Utilization Review provisions, or any other Non-Covered
Charge.
The Co-Insurance for the
Policy is as follows:
Exception: for Mental and
Nervous and Substance
Abuse charges

Co-Insurance Caps
Per Covered Person per each
Calendar Year
Per Covered Family per each
Calendar Year $3,000, Note: Must be individually

satisfied by 2 separate Covered
Persons

Note: The Co-Insurance Caps cannot be met with:
• Non-Covered Charges
• Cash Deductibles
• Co-Insurance for the treatment of Mental and Nervous Conditions

and Substance Abuse
• Co-Payments.

SCHEDULE OF INSURANCE
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$10

[$250, $500, or $1,000]
[$500, $1,000 or $2,000] Note: Must be
individually satisfied by 2 separate
Covered Persons

Co-Payment-If treatment, serv­
ices or supplies are given or re­
ferred by a PCP:

• Physician Visits
• Emergency Room (waived

if admitted within 24 hours)
• Hospital Confinement

Daily Room and Board Limits

30 visits

30 visits

$500 per
Covered
Person
$300 per
Covered
Person

5%

$10,000

[PLAN B]

None,
except as
stated
below
20%,
except as
stated
below

Abuse

• During a Period of Hospital Confinement
For semi-private room and board accommodations, [Carrier] will cover
charges up to the Hospital's actual daily semi-private room and board
rate.
For private room and board accommodations, [Carrier] will cover charges
up to the Hospital's average daily semi-private room and board rate,
or if the Hospital does not have semi-private accommodations, 80% of
its lowest daily room and board rate. However, if the Covered Person
is being isolated in a private room because the Covered Person has a
communicable Illness, [Carrier] will cover charges up to the Hospital's
actual private room charge.
For Special Care Units, [Carrier] will cover charges up to the Hospital's
actual daily room and board charge.

• During a Confinement In An Extended Care Center Or Rehabilitation
Center

[Carrier] will cover the lesser of:
a. the center's actual daily room and board charge; or
b. 50% of the covered daily room and board charge made by the

Hospital during the Covered Person's preceding Hospital confinement,
for semi-private accommodations.
Pre-Approval is required for charges incurred in connection with:
• Durable Medical Equipment
• Extended Care and Rehabilitation
• Home Health Care
• Hospice Care
• Infusion Therapy
• Prosthetic Devices
Charges which are not Pre-Approved by [Carrier] are Non·Covered
Charges.
Payment Limits: For Illness or Injury, [Carrier] will pay up to the
payment limit shown below:
Charges for Inpatient confinement in an Extended Care
or Rehabilitation Center, per Calendar Year (Combined
benefits) 120 days
Charges for therapeutic manipulation per Calendar Year 30 visits
Charges for speech and cognitive therapy per Calendar
Year (combined benefits)
Charges for physical or occupational therapy per Calendar
Year (combined benefits)
Charges for Preventive Care per Calendar Year as follows:
(Not subject to Cash Deductible or CO-Insurance)
• for a Covered person who is a Dependent child from

birth until the end of the Calendar Year in which the
Dependent child attains age 1

• for all other Covered Persons

The Co-Insurance for the Policy is as follows:
• if treatment, services or supplies are given

by the PCP

Exception: for Mental and Nervous and Substance
charges
• if treatment, services or supplies are given

or referred by the PCP
• if treatment, services or supplies are given

by a non-referred Provider 25%
The Coinsured Charge Limit means the amount of Covered Charges
a Covered Person must incur before no Co-Insurance is required, except
as stated below.
Exception: Charges for Mental and Nervous Conditions and Substance
Abuse treatment are not subject to or eligible for the Coinsured Charge
Limit.
Coinsured Charge Limit:

• if treatment, services or supplies are given
or referred by a non-referred Provider

A and B of Medicare would have paid had the Covered Person been
so insured.
After the 18 month period described in Medicare as Secondary Payor,
ends with respect to a Covered Person who is eligible for Medicare solely
on the basis of End Stage Renal Disease, but is not insured by both
Parts A and B, the Medicare Alternate Deductible is equal to the Cash
Deductible plus what Parts A and B of Medicare would have paid had
the Covered Person been so insured.

Emergency Room Co-Payment, (waived if admitted
within 24 hours) (Out-Network Provider) $50

Co-Insurance
Co-Insurance is the percentage of a Covered Charge that must be paid
by a Covered Person. However, [Carrier] will waive the Co-Insurance
requirement once the Co-Insurance Cap has been reached. The Policy's
Co-Insurance, as shown below, does not include penalties incurred under
the Policy's Utilization Review provisions, or any other Non-Covered
Charge.
The Co-Insurance for the Policy is as follows:
• if treatment, services or supplies are given

by a Network Provider None
• if treatment, services or supplies are given

by an Out-Network Provider 30%
The Coinsured Charge Limit means the amount of Covered Charges
a Covered Person must incur before no Co-Insurance is required, except
as stated below.
Exception: Charges for Mental and Nervous Conditions and Substance
Abuse treatment are not subject to or eligible for the Coinsured Charge
Limit.
Coinsured Charge Limit: $10,000

SCHEDULE OF INSURANCE EXAMPLE POS

EMPWYEE AND DEPENDENT HEALTH BENEFITS

$50
$100 per day, up to $500 per confine­
ment, $1,000 per Calendar Year

Calendar Year Cash Deductible-
If treatment, services or supplies
are given by a Non-referred
Provider
Per Covered Person
Per Covered Family

Medicare Alternate Deductible
For a Covered Person who is eligible for Medicare by reason of a
disability, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.
After the 18 month period described in Medicare as Secondary Payor,
ends with respect to a Covered Person who is eligible for Medicare solely
on the basis of End Stage Renal Disease, but is not insured by both
Parts A and B, the Medicare Alternate Deductible is equal to the Cash
Deductible plus what Parts A and B of Medicare would have paid had
the Covered Person been so insured.

Emergency Room Co-Payment, (waived if admitted
within 24 hours) (Out-Network Provider) $50

Co-Insurance
Co-Insurance is the percentage of a Covered Charge that must be paid
by a Covered Person. However, [Carrier] will waive the Co-Insurance
requirement once the Co-Insurance Cap has been reached. The Policy's
Co-Insurance, as shown below, does not include penalties incurred under
the Policy's Utilization Review provisions, or any other Non-Covered
Charge.
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30 visits

30 visits

$500 per
Covered
Person
$300 per
Covered
Person

Charges for all treatment for Mental and Nervous Con-
ditions and Substance Abuse, per Calendar Year $5,000
Charges for all treatment for Mental and Nervous Con-
ditions and Substance Abuse, Per Lifetime $25,000
Per Lifetime Maximum Benefit (for all Illnesses and In-
juries $1,000,000

[PLANS C, D, E]

Daily Room and Board Limits

• During a Period of Hospital Confinement
For semi-private room and board accommodations, [Carrier] will cover
charges up to the Hospital's actual daily semi-private room and board
rate.
For private room and board accommodations, [Carrier] will cover charges
up to the Hospital's average daily semi-private room and board rate,
or if the Hospital does not have semi-private accommodations, 80% of
its lowest daily room and board rate. However, if the Covered Person
is being isolated in a private room because the Covered Person has a
communicable Illness, [Carrier] will cover charges up to the Hospital's
actual private room charge.
For Special Care Units, [Carrier] will cover charges up to the Hospital's
actual daily room and board charge.

• During a Confinement In An Extended Care Center Or Rehabilitation
Center

[Carrier] will cover the lesser of:
a. the center's actual daily room and board charge; or
b. 50% of the covered daily room and board charge made by the

Hospital during the Covered Person's preceding Hospital confinement,
for semi-private accommodations.
Pre-Approval is required for charges incurred in connection with:
• Durable Medical Equipment
• Extended Care and Rehabilitation
• Home Health Care
• Hospice Care
• Infusion Therapy
• Prosthetic Devices
Charges which are not Pre.Approved by [Carrier] are Non-Covered
Charges.
Payment Limits: For Illness or Injury, [Carrier] will pay up to the
payment limit shown below:
Charges for Inpatient confinement in an Extended Care
or Rehabilitation Center, per Calendar Year (Combined
benefits) 120 days
Charges for therapeutic manipulation per Calendar Year 30 visits
Charges for speech and cognitive therapy per Calendar
Year (combined benefits)
Charges for physical or occupational therapy per Calendar
Year (combined benefits)
Charges for Preventive Care per Calendar Year as follows:
(Not subject to Cash Deductible or Co-Insurance)
• for a Covered person who is a Dependent child from

birth until the end of the Calendar Year in which the
Dependent child attains age 1

• for all other Covered Persons

Charges for all treatment for Mental and Nervous Con-
ditions and Substance Abuse, per Calendar Year $5,000
Charges for all treatment for Mental and Nervous Con-
ditions and Substance Abuse, Per Lifetime $25,000
Per Lifetime Maximum Benefit (for all Illnesses and In-
juries Unlimited

GENERAL PROVISIONS

INCONTESTABIlilY OF TIlE POliCY
There will be no contest of the validity of the Policy, except for not
paying premiums, after it has been in force for 2 years from the Effective
Date.
No statement in any application, except a fraudulent statement, made
by the Policyholder or by a person insured under the Policy shall be
used in contesting the validity of his or her insurance or in denying a
claim for a loss incurred after such insurance has been in force for two

years during the person's lifetime. Note: There is no time limit with
respect to a contest in connection with fraudulent statements.

[PAYMENT OF PREMIUMS-GRACE PERIOD
Premiums are to be paid by the Policyholder to [Carrier]. Each may
be paid at a [Carrier's] office [or to one of its authorized agents.] One
is due on each premium due date stated on the first page of the Policy.
The Policyholder may pay each premium other than the first within 31
days of the premium due date without being charged interest. Those
days are known as the grace period. The Policyholder is liable to pay
premiums to [Carrier] for the time the Policy is in force. Premiums
unpaid after the end of the grace period are subject to a late payment
interest charge determined as a percentage of the amount unpaid. That
percentage will be determined by [Carrier] from time to time, but will
not be more than the maximum allowed by law.]

MISSTATEMENTS
If the age of an Employee, or any other relevant facts, are found to
have been misstated, and the premiums are thereby affected, an equitable
adjustment of premiums will be made. If such misstatement involves
whether or not the person's coverage would have been accepted by
[Carrier], or the amount of coverage, subject to the Policy's In­
contestability section, the true facts will be used in determining whether
coverage is in force under the terms of the Policy, and in what amounts.

[DMDENDS
[Carrier] will determine the share, if any, of its divisible surplus allocable
to the Policy as of each Policy Anniversary, if the Policy stays in force
by the payment of all premiums to that date. The share will be credited
to the Policy as a dividend as of that date.
Each dividend will be paid to the Policyholder in cash unless the
Policyholder asks that it be applied toward the premium then due or
future premiums due.
[Carrier's] sole liability as to any dividend is as set forth above.
If the aggregate dividends under the Policy and any other policy(ies)
of the Policyholder exceed the aggregate payments towards their cost
made from the Employer's own funds, the Policyholder will see that an
amount equal to the excess is applied for the benefit of Covered Persons.]

OFFSET
[Carrier] reserves the right, before paying benefits to a Covered Person,
to use the amount of payment due to offset a claims payment previously
made in error.

CONTINUING RIGHTS
[Carrier's] failure to apply terms or conditions does not mean that
[Carrier] waives or gives up any future rights under the Policy.

CONFORMIlY WITH LAW
Any provision of the Policy which, on its Effective Date, is in conflict
with the statutes of the state in which the Covered Person resides, or
with Federal law, is hereby amended to conform to the minimum require­
ments of such State law or Federal law.

LIMITATION OF ACTIONS
No action at Jawor in equity shall be brought to recover on the Policy
until 60 days after a Covered Person files written proof of loss. No such
action shall be brought more than three years after the end of the time
within which proof of loss is required.

WORKERS' COMPENSATION
The health benefits provided under the Policy are not in place of, and
do not affect requirements for coverage by Workers' Compensation.

CLAIMS PROVISIONS
A claimant's right to make a claim for any benefits provided by the Policy
is governed as follows: •

[NOTICE OF LOSS
A claimant should send a written notice of claim to [Carrier] within 20
days of a loss. No special form is required to do this. The notice need
only identify the claimant and the Policyholder.
When [Carrier] receives the notice, it will send a proof of claim form
to the claimant.
The claimant should receive the proof of claim form within 15 days of
the date [Carrier] received the notice of claim.
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If the fonn is received within such time, it should be completed, as
instructed, by all persons required to do so. Additional proof, if required,
should be attached to the fonn.
If the fonn is not received within such time, the daimant may provide
written proof of claim to [Carrier] on any reasonable fonn. Such proof
must state the date the Injury or Illness began and the nature and extent
of the loss.]

PROOF OF LOSS
Proof of loss must be sent to [Carrier] within 90 days of the loss.
If a notice or proof is sent later than 90 days of the loss, [Carrier] will
not deny or reduce a claim if the notice or proof was sent as soon as
possible.

PAYMENT OF CLAIMS
[Carrier) will pay all benefits to which the claimant is entitled as soon
as [Carrier) receives written proof of loss. All benefits will be paid as
they accrue. Any benefits unpaid at the Covered Person's death will be
paid as soon as [Carrier) receives due proof of the death to one of the
following:

a. his or her estate;
b. his or her spouse;
c. his or her parents;
d. his or her children;
e. his or her brothers and sisters; or
f. any unpaid provider of health care services.

When an Employee files proof of loss, he or she may direct [Carrier),
in writing, to pay health care benefits to the recognized provider of health
care who provided the covered service for which benefits became
payable. [[Carrier] may honor such direction at [Carrier's] option.) [For
covered services from an eligible Facility or Practitioner, [Carrier] will
determine to pay either the Covered Person or the Facility or the
Practitioner.] The Employee may not assign his or her right to take legal
action under the Policy to such provider.

PHYSICAL EXAMS
[Carrier), at its expense, has the right to examine the insured. This may
be done as often as reasonably needed to process a daim. [Carrier) also
has the right to have an autopsy performed, at its expense.

LIMITATIONS OF ACTIONS
A Covered Person cannot bring a legal action against the Policy until
60 days from the date he or she files proof of loss. And he or she cannot
bring legal action against the Policy after three years from the date he
or she files proof of loss.

DEFINITIONS
The words shown below have special meanings when used in the Policy
and this [certificate]. Please read these definitions carefully.
[Throughout this [certificate], these defined terms appear with their
initial letter capitalized.]
Actively at Work or Active Work means performing, doing, participating
or similarly functioning in a manner usual for the task for full pay, at
the Employer's place of business, or at any other place that the
Employer's business requires You to go.
Alcohol Abuse means abuse of or addiction to alcohol.
Ambulance means a certified transportation vehicle for transporting III
or Injured people that contains all life-saving equipment and staff as
required by state and local law.
Ambulatory Surgical Center means a Facility mainly engaged in perform­
ing Outpatient Surgery. It must:

a. be staffed by Practitioners and Nurses, under the supervision of
a Practitioner;

b. have pennanent operating and recovery rooms;
c. be staffed and equipped to give emergency care; and
d. have written back-up arrangements with a local Hospital for

Iemergency care.
[Carrier) will recognize it if it carries out its stated purpose under all
'relevant state and local laws, and it is either:
\ a. accredited for its stated purpose by either the Joint Commission
or the Accreditation Association for Ambulatory Care; or
I b. approved for its stated purpose by Medicare.
[Carrier) does not recognize a Facility as an Ambulatory Surgical Center
if it is part of a Hospital.

(CITE 25 N,J.R. 5056)
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Birthing Center means a Facility which mainly provides care and treat­
ment for women during uncomplicated pregnancy, routine full-term
delivery, and the immediate post-partum period. It must:

a. provide full-time Skilled Nursing Care by or under the supervision
of Nurses;

b. be staffed and equipped to give emergency care; and
c. have written back-up arrangements with a local Hospital for

emergency care.
[Carrier) will recognize it if:

a. it carries out its stated purpose under all relevant state and local
laws; or

b. it is approved for its stated purpose by the Accreditation Associa­
tion for Ambulatory Care; or

c. it is approved for its stated purpose by Medicare.
[Carrier] does not recognize a Facility as a Birthing Center if it is part
of a Hospital.
Board means the Board of Directors of the New Jersey Small Employer
Health Program.
Calendar Year means each successive 12 month period which starts on
January 1 and ends on December 31.
Cash Deductible means the amount of Covered Charges that a Covered
Person must pay before the Policy pays any benefits for such charges.
Cash Deductible does not include Co-Insurance, Co-Payments and Non­
Covered Charges. See the The Cash Deductible section of this
[certificate) for details.
Co-Insurance means the percentage of a Covered Charge that must be
paid by a Covered Person. Co-Insurance does not include Cash Deduc­
tibles, Co-Payments or Non-Covered Charges.
Co-Payment means a specified dollar amount a Covered Person must
pay for specified Covered Charges.
Covered Charges are Reasonable and Customary charges for the types
of services and supplies described in the Covered Charges and Covered
Charges with Special Limitations section of the Policy. The services and
supplies must be:

a. furnished or ordered by a recognized health care Provider; and
b. Medically Necessary and Appropriate to diagnose or treat an Illness

or Injury.
A Covered Charge is incurred on the date the service or supply is
furnished. Subject to all of the terms of the Policy, [Carrier) pays benefits
for Covered Charges incurred by a Covered Person while he or she is
insured by the Policy. Read the entire [certificate) to find out what
[Carrier) limits or excludes.
Covered Person means an eligible Employee or a Dependent who is
insured under the Policy.
Current Procedural Terminology (C.P.T.) means the most recent edition
of an annually revised listing published by the American Medical Associa­
tion which assigns numerical codes to procedures and categories of
medical care.
Custodial Care means any service or supply, including room and board,
which:

a. is furnished mainly to help a person meet his or her routine daily
needs; or

b. can be furnished by someone who has no professional health care
training or skills.
Even if a Covered Person is in a Hospital or other recognized Facility,
[Carrier] does not pay for care if it is mainly custodial.
Dependent means Your:

a. legal spouse;
b. unmarried Dependent child who is under age 19; and
c. unmarried Dependent child from age 19 until his or her 23rd

birthday, who is enrolled as a full-time student at an accredited school.
Full-time students status will be as defined by the accredited school.
A Dependent is not a person who is:

a. on active duty in any armed forces of any country; or
b. eligible for coverage under the Policy as an Employee.

Under certain circumstances, an incapacitated child is also a Dependent.
See the Dependent Coverage section of this [certificate).
An Employee's "unmarried Dependent child" includes:

a. Your legally adopted children,
b. Your step-children if such step children depend on You for most

of their support and maintenance, and
c. children under a court appointed guardianship.
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[Carrier] treats a child as legally adopted from the time the child is placed
in the home for purposes of adoption. [Carrier] treats such a child this
way whether or not a final adoption order is ever issued.
Dependent's Ellgibllty Date means the later of:

a. the Employee's Eligiblity Date; or
b. the date the person first becomes a Dependent.

Diagnostic Services means procedures ordered by a recognized Provider
because of specific symptoms to diagnose a specific condition or disease.
Some examples are:

a. radiology, ultrasound and nuclear medicine;
b. laboratory and pathology; and
c. EKG's, EEG's and other electronic diagnostic tests.

Except as allowed under the Preventive Care Covered Charge,
Diagnostic Services do not include procedures ordered as part of a
routine or periodic physical examination or screening examination.
Discretion means the [Carrier's] sole right to make a decision or de­
termination. The decision will be applied in a reasonable and non­
discriminatory manner.
Durable Medical Equipment is equipment which is:

a. designed and able to withstand repeated use;
b. primarily and customarily used to serve a medical purpose;
c. generally not useful to a Covered Person in the absence of an Illness

or Injury; and
d. suitable for use in the home.

Some examples are walkers, wheelchairs, hospital-type beds, breathing
equipment and apnea monitors.
Among other things, Durable Medical Equipment does not include
adjustments made to vehicles, air conditioners, air purifiers, humidifiers,
dehumidifiers, elevators, ramps, stair glides, Emergency Alert equipment,
handrails, heat appliances, improvements made to the home or place
of business, waterbeds, whirlpool baths and exercise and massage equip­
ment.
Effective Date means the date coverage begins under the Policy for an
Employee or Dependent.
Employee means a Full-Time Employee (25 hours per week) of the
Employer. Partners, Proprietors, and independent contractors will be
treated like Employees, if they meet all of the Policy's conditions of
eligibility. Employees who work on a temporary or substitute basis are
not considered to be Employees for the purpose of the Policy. See also
You, Your, Yours.
Employee's Eligibility Date means the later of:

a. the date of employment; or
b. the day after any applicable waiting period ends.

Employer means [ABC Company].
Experimental or Investigational means [Carrier] determines a service or
supply is:

a. not of proven benefit for the particular diagnosis or treatment of
a particular condition; or

b. not generally recognized by the medical community as effective or
appropriate for the particular diagnosis or treatment of a particular
condition; or

c. provided or performed in special settings for research purposes or
under a controlled environment or clinical protocol.
Unless otherwise required by law with respect to drugs which have been
prescribed for the treatment of a type of cancer for which the drug has
not been approved by the United States Food and Drug Administration
(FDA), [Carrier] will not cover any services or supplies, including treat­
ment, procedures, drugs, biological products or medical devices or any
hospitalizations in connection with Experimental or Investigational
services or supplies.
[Carrier] will also not cover any technology or any hospitalization primari­
ly to receive such technology if such technology is obsolete or ineffective
and is not used generally by the medical community for the particular
diagnosis or treatment of a particular condition.
Governmental approval of technology is not necessarily sufficient to
render it of proven benefit or appropriate or effective for a particular
diagnosis or treatment of a particular condition, as explained below.
[Carrier] will apply the following five criteria in determining whether
services or supplies are Experimental or Investigational:

a. Any medical device, drug, or biological product must have received
final approval to market by the FDA for the particular diagnosis or
condition. Any other approval granted as an interim step in the FDA

regulatory process, e.g., an Investigational Device Exemption or an
Investigational New Drug Exemption, is not sufficient. Once FDA ap­
proval has been granted for a particular diagnosis or condition, use of
the medical device, drug or biological product for another diagnosis or
condition will require that one or more of the following established
reference compendia:

1. The American Medical Association Drug Evaluations;
2. The American Hospital Formulary Service Drug Information;

or
3. The United States Pharmacopeia Drug Information

recognize the usage as appropriate medical treatment. As an alternative
to such recognition in one or more of the compendia, the usage of the
drug will be recognized as appropriate if it is supported by the
preponderance of evidence that exists in clinical studies that are reported
in major peer-reviewed medical literature or review articles that are
reported in major peer-reviewed medical literature. A medical device,
drug, or biological product that meets the above tests will not be con­
sidered Experimental or Investigational.
In any event, any drug which the Food and Drug Administration has
determined to be contraindicated for the specific treatment for which
the drug has been prescribed will be considered Experimental or In­
vestigational.

b. Conclusive evidence from the published peer-reviewed medical
literature must exist that the technology has a definite positive effect
on health outcomes; such evidence must include well-designed investiga­
tions that have been reproduced by non affiliated authoritative resources,
with measurable results, backed up by the positive endorsements of
national medical bodies or panels regarding scientific efficacy and ra­
tionale;

c. Demonstrated evidence as reflected in the published peer-reviewed
medical literature must exist that over time the technology leads to
improvement in health outcomes, i.e., the beneficial effects outweigh any
harmful effects;

d. Proof as reflected in the published peer-reviewed medical literature
must exist that the technology is at least as effective in improving health
outcomes as established technology, or is usable in appropriate clinical
contexts in which established technology is not employable; and

e. Proof as reflected in the published peer-reviewed medical literature
must exist that improvements in health outcomes; as defined in item
c. above, is possible in standard conditions of medical practice, outside
clinical investigatory settings.
Extended Care Center means a Facility which mainly provides full-time
Skilled Nursing Care for III or Injured people who do not need to be
in a Hospital. [Carrier] will recognize it if it carries out its stated purpose
under all relevant state and local laws, and it is either:

a. accredited for its stated purpose by the Joint Commission; or
b. approved for its stated purpose by Medicare. In some places, an

"Extended Care Center" may be called a "Skilled Nursing Center."
Facility means a place [Carrier] is required by law to recognize which:

a. is properly licensed, certified, or accredited to provide health care
under the laws of the state in which it operates; and

b. provides health care services which are within the scope of its
license, certificate or accreditation and are covered by the Policy.
Full-Time means a normal work week of 25 or more hours. Work must
be at the Employer's regular place of business or at another place to
which an Employee must travel to perform his or her regular duties for
his or her full and normal work hours.
Generic Drug means an equivalent Prescription Drug containing the
same active ingredients as a brand name Prescription Drug but costing
less. The equivalent must be identical in strength and form as required
by the FDA.
Government Hospital means a Hospital operated by a government or
any of its subdivisions or agencies, including but not limited to a Federal,
military, state, county or city Hospital.
Home Health Agency means a Provider which provides Skilled Nursing
Care for III or Injured people in their home under a home health care
program designed to eliminate Hospital stays. [Carrier] will recognize
it if it is licensed by the state in which it operates, or it is certified to
participate in Medicare as a Home Health Agency.
Hospice means a Provider which provides palliative and supportive care
for terminally ill or terminally injured people under a hospice care
program. [Carrier] will recognize a hospice if it carries out its stated
purpose under all relevant state and local laws, and it is either:
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a. approved for its stated purpose by Medicare; or
b. it is accredited for its stated purpose by either the Joint Commission

or the National Hospice Organization.
Hospital means a Facility which mainly provides Inpatient care for III
or Injured people. [Carrier] will recognize it if it carries out its stated
purpose under all relevant state and local laws, and it is either:

a. accredited as a Hospital by the Joint Commission; or
b. approved as a Hospital by Medicare.

Among other things, a Hospital is not a convalescent home, rest or
nursing Facility, or a Facility, or part of it, which mainly provides
Custodial Care, educational care or rehabilitative care. A Facility for
the aged or substance abusers is also not a Hospital.
Illness means a sickness or disease suffered by a Covered Person. A
Mental and Nervous Condition is not an Illness.
Initial Dependent means those eligible Dependents an Employee has
at the time he or she first becomes eligible for Employee coverage. If
at the time the Employee does not have any eligible Dependents, but
later acquires them, the first eligible Dependents he or she acquires are
his or her Initial Dependents.
Injury means all damage to a Covered Person's body due to accident,
and all complications arising from that damage.
Inpatient means a Covered Person who is physically confined as a
registered bed patient in a Hospital or other recognized heath care
Facility.
Joint Commission means the Joint Commission on the Accreditation of
Health Care Facilities.
Late Enrollee means an eligible Employee or Dependent who requests
enrollment under the Policy more than [30] days after first becoming
eligible. However, an eligible Employee or Dependent will not be con­
sidered a Late Enrollee under certain circumstances. See the Employee
Coverage and Dependent Coverage sections of the Policy.
Medical Emergency means the sudden, unexpected onset, due to Illness
or Injury of a medical condition that is expected to result in either a
threat to life or to an organ, or a body part not returning to full function.
Heart attacks, strokes, convulsions, severe burns, obvious bone fractures,
wounds requiring sutures, poisoning, and loss of consciousness are
Medical Emergencies.
Medically Necessary and Appropriate means that a service or supply
is provided by a recognized health care Provider, and [Carrier] de­
termines at its Discretion, that it is:

a. necessary for the symptoms and diagnosis or treatment of the
condition, Illness or Injury;

b. provided for the diagnosis, or the direct care and treatment, of the
condition, Illness or Injury;

c. in accordance with generally accepted medical practice;
d. not for the convenience of a Covered Person;
e. the most appropriate level of medical care the Covered Person

needs; and
f. furnished within the framework of generally accepted methods of

medical management currently used in the United States.
The fact that an attending Practitioner prescribes, orders, recommends
or approves the care, the level of care, or the length of time care is
to be received, does not make the services Medically Necessary and
Appropriate.
Medicaid means the health care program for the needy provided by Title
XIX of the United States Social Security Act, as amended from time
to time.
Medicare means Parts A and B of the health care program for the aged
and disabled provided by Title XVIII of the United States Social Security
Act, as amended from time to time.
Mental Health Center means a Facility which mainly provides treatment
for people with mental health problems. [Carrier] will recognize such
a place if it carries out its stated purpose under all relevant state and
local laws, and it is either:

a. accredited for its stated purpose by the Joint Commission;
b. approved for its stated purpose by Medicare; or
c. accredited or licensed by the state of New Jersey to provide mental

health services.
Mental and Nervous Condition means a condition which manifests
symptoms which are primarily mental or nervous, for which the primary
treatment is psychotherapy or psychotherapeutic methods on
psychotropic medication, regardless of any underlying physical cause. A

PROPOSALS

Mental and Nervous Condition includes, but is not limited to, psychoses,
neurotic and anxiety disorders, schizophrenic disorders, affective dis­
orders, personality disorders, and psychological or behavioral ab­
normalities associated with transient or permanent dysfunction of the
brain or related neurohormonal systems.
In determining whether or not a particular condition is a Mental and
Nervous Condition, [Carrier] may refer to the current edition of the
Diagnostic and Statistical manual of Mental Disorders of the American
Psychiatric Association.
Newly Acquired Dependent means an eligible Dependent an Employee
acquires after he or she already has coverage in force for Initial Depen­
dents.
Non-Covered Charges are charges which do not meet the Policy's defini­
tion of Covered Charges, or which exceed any of the benefit limits shown
in the Policy and in this [certificate], or which are specifically identified
as Non-Covered Charges or are otherwise not covered by the Policy.
Nurse means a registered nurse or licensed practical nurse, including
a nursing specialist such as a nurse midwife or nurse anesthetist, who:

a. is properly licensed or certified to provide medical care under the
laws of the state where he or she practices; and

b. provides medical services which are within the scope of his or her
license or certificate and are covered by the Policy.

[PLAN B]

Outpatient means a Covered Person who is registered at a recognized
health care Facility who is not an Inpatient.
Per Lifetime means during the lifetime of an individual, regardless of
whether he or she is covered under the Policy or any other policy or
plan:

a. as an Employee or Dependent; and
b. with or without interruption of coverage.

Period of Confinement means consecutive days of Inpatient services
provided to an Inpatient or successive Inpatient confinements due to
the same or related causes, when discharge and re-admission to a
recognized Facility occurs within 90 days or less. [Carrier] determines
if the cause(s) of the confinements are the same or related.
Plan means the [Carrier's] group health benefit plan purchased by Your
Employer. [Note: If the "Plan" definition is employed, references in this
[certificate] to "Policy" should be changed to read "Plan"].
Planholder means Your Employer who purchased group health benefit
plan. [Note: If the "Planholder" definition is employed, references in
this [certificate] to "Policyholder" should be changed to read
"Planholder"].
Policy means the group policy, including the application and any riders,
amendments, or endorsements, between Your Employer and [Carrier].
Policyholder means Your Employer who purchased the Policy.
Practitioner means a person [Carrier] is required by law to recognize
who:

a. is properly licensed or certified to provide medical care under the
laws of the state where he or she practices; and

b. provides medical services which are within the scope of his or her
license or certificate and are covered by the Policy.
Pre-Approval or Pre-Approved means the [Carrier's] written approval for
specified services and supplies prior to the date charges are incurred.
Charges which are not Pre-Approved are Non-Covered Charges.
Pre-Existing Condition means an Illness or Injury which manifests itself
in the six months before a Covered Person's coverage under the Policy
starts, and for which:

a. a Covered Person sees a Practitioner, takes Prescription Drugs,
receives other medical care or treatment or had medical care or treat­
ment recommended by a Practitioner in the six months before his or
her coverage starts; or

b. an ordinarily prudent person would have sought medical advice,
care or treatment in the six months before his or her coverage starts.
A pregnancy which exists on the date a Covered Person's coverage starts
is also a Pre-Existing Condition.
Prescription Drugs are drugs, biologicals and compound prescriptions
which are sold only by prescription and which are required to show on
the manufacturer's label the words: "Caution-Federal Law Prohibits
Dispensing Without a Prescription" or other drugs and devices as de­
termined by [Carrier], such as insulin.
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Preventive Care means charges for routine physical examinations, includ­
ing related laboratory tests and x-rays, immunizations and vaccine, well
baby care, pap smears, mammography and screening tests.
Provider means a recognized Facility or Practitioner of health care in
accordance with the terms of the Policy.

[PLANS C, D, E)
Outpatient means a Covered Person who is registered at a recognized
health care Facility who is not an Inpatient.
Per Lifetime means during the lifetime of an individual, regardless of
whether he or she is covered under the Policy or any other policy or
plan:

a. as an Employee or Dependent; and
b. with or without interruption of coverage.

Plan means the [Carrier's] group health benefit plan purchased by Your
Employer. [Note: If the "Plan" definition is employed, references in this
[certificate] to "Policy" should be changed to read "Plan"].
Planholder means Your Employer who purchased group health benefit
plan. [Note: If the "Planholder" definition is employed, references in
this [certificate] to "Policyholder" should be changed to read
"Planholder"].
Policy means the group policy, including the application and any riders,
amendments, or endorsements, between Your Employer and [Carrier].
Policyholder means Your Employer who purchased the Policy.
Practitioner means a person [Carrier] is required by law to recognize
who:

a. is properly licensed or certified to provide medical care under the
laws of the state where he or she practices; and

b. provides medical services which are within the scope of his or her
license or certificate and are covered by the Policy.
Pre-Approval or Pre-Approved means the [Carrier's] written approval for
specified services and supplies prior to the date charges are incurred.
Charges which are not Pre-Approved are Non-Covered Charges.
Pre-Existing Condition means an Illness or Injury which manifests itself
in the six months before a Covered Person's coverage under the Policy
starts, and for which:

a. a Covered Person sees a Practitioner, takes Prescription Drugs,
receives other medical care or treatment or had medical care or treat­
ment recommended by a Practitioner in the six months before his or
her coverage starts; or

b. an ordinarily prudent person would have sought medical advice,
care or treatment in the six months before his or her coverage starts.
A pregnancy which exists on the date a Covered Person's coverage starts
is also a Pre-Existing Condition.
Prescription Drugs are drugs, biologicals and compound prescriptions
which are sold only by prescription and which are required to show on
the manufacturer's label the words: "Caution-Federal Law Prohibits
Dispensing Without a Prescription" or other drugs and devices as de­
termined by [Carrier], such as insulin.
Preventive Care means charges for routine physical examinations, includ­
ing related laboratory tests and x-rays, immunizations and vaccine, well
baby care, pap smears, mammography and screening tests.
Provider means a recognized Facility or Practitioner of health care in
accordance with the terms of the Policy.
Reasonable and Customary means an amount that is not more than the
[lesser of:
• the] usual or customary charge for the service or supply as determined

by [Carrier], based on a standard approved by the Board[; or
• the negotiated fee schedule.]
The Board will decide a standard for what is Reasonable and Customary
under the Policy. The chosen standard is an amount which is most often
charged for a given service by a Provider within the same geographic
area.
Rehabilitation Center means a Facility which mainly provides therapeutic
and restorative services to Il1 or Injured people. [Carrier] will recognize
it if it carries out its stated purpose under all relevant state and local
laws, and it is either:

a. accredited for its stated purpose by either the Joint Commission
or the Commission on Accreditation for Rehabilitation Facilities; or

b. approved for its stated purpose by Medicare.
In some places a Rehabilitation Center is called a "rehabilitation
hospital."

Routine Foot Care means the cutting, debridement, trimming, reduction,
removal or other care of corns, calluses, flat feet, fallen arches, weak
feet, chronic foot strain, dystrophic nails, excrescences, helomas,
hyperkeratosis, hypertrophic nails, non-infected ingrown nails, de­
ratomas, keratosis, onychauxis, onychocryptosis, tylomas or symptomatic
complaints of the feet. Routine Foot Care also includes orthopedic shoes,
foot orthotics and supportive devices for the foot.
Routine Nursing Care means the appropriate nursing care customarily
furnished by a recognized Facility for the benefit of its Inpatients.
Schedule means the Schedule of Insurance contained in the Policy and
in this [certificate].
Skilled Nursing Care means services which are more intensive than
Custodial Care, are provided by a registered Nurse (R.N.) or Licensed
Practical Nurse (L.P.N.), and require the technical skills and professional
training of an R.N. or L.P.N.
Skilled Nursing Center (see Extended Care Center.)
Small Employer means any person, firm, corporation, partnership or
association actively engaged in business which, on at least 50% of its
working days during the preceding Calendar Year quarter, employed at
least two, but no more than 49 eligible Employees, the majority of whom
are employed within the State of New Jersey. In determining the number
of eligible Employees, all Affiliated Companies will be considered as one
Employer.
Special Care Unit means a part of a Hospital set up for very ill patients
who must be observed constantly. The unit must have a specially trained
staff. And it must have special equipment and supplies on hand at all
times. Some types of Special Care Units are:

a. intensive care units;
b. cardiac care units;
c. neonatal care units; and
d. bum units.

Substance Abuse means abuse of or addiction to drugs.
Substance Abuse Centers are Facilities that mainly provide treatment
for people with substance abuse problems. [Carrier] will recognize such
a place if it carries out its stated purpose under all relevant state and
local laws, and it is either:

a. accredited for its stated purpose by the Joint Commission; or
b. approved for its stated purpose by Medicare.

Surgery means:
a. the performance of generally accepted operative and cutting

procedures, including surgical diagnostic procedures, specialized in­
strumentations, endoscopic examinations, and other invasive procedures;

b. the correction of fractures and dislocations;
c. Reasonable and Customary pre-operative and post-operative care;

or
d. any of the procedures designated by Current Procedural Terminolo­

gy codes as Surgery.
Therapeutic Manipulation means the treatment of the articulations of
the spine and musculoskeletal structures for the purpose of relieving
certain abnormal clinical conditions resulting from the impingement
upon associated nerves causing discomfort. Some examples are manipula­
tion or adjustment of the spine, hot or cold packs, electrical muscle
stimulation, diathermy, skeletal adjustments, massage, adjunctive, ultra­
sound, doppler, whirlpool or hydro therapy or other treatment of similar
nature.
Total Disability or Totally Disabled means, except as otherwise specified
in the Policy, that an Employee who, due to Il1ness or Injury, cannot
perform any duty of his or her occupation or any occupation for which
he or she is, or may be, suited by education, training and experience,
and is not, in fact, engaged in any occupation for wage or profit. A
Dependent is totally disabled if he or she cannot engage in the normal
activities of a person in good health and of like age and sex. The
Employee or Dependent must be under the regular care of a Practitioner.
[We, Us, Our and [Carrier] mean [Carrier].]
[You, Your and Yours mean an Employee who is insured under the
Policy.]

EMPWYEE COVERAGE

Eligible Employees
Subject to the Conditions of Eligibility set forth below, and to all of
the other conditions of the Policy, all of the Policyholder's Employees
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who are in an eligible class will be eligible if the Employees are Actively
at Work Full-Time Employees.
For purposes of the Policy, [Carrier] will treat partners, proprietors and
independent contractors like Employees if they meet the Policy's Con­
ditions of Eligibility.

Conditions of Eligibility

Full-Time Requirement
[Carrier] will not insure an Employee unless the Employee is an Actively
at Work Full-Time Employee.

Enrollment Requirement
[Carrier] will not insure the Employee until the Employee enrolls and
agrees to make the required payments, if any. If the Employee does
this within [30] days of the Employee's Eligibility Date, coverage is
scheduled to start on the Employee's Eligibility Date.
If the Employee enrolls and agrees to make the required payments, if
any:

a. more than [30] days after the Employee's Eligibility Date; or
b. after the Employee previously had coverage which ended because

the Employee failed to make a required payment,
[Carrier] will consider the Employee to be a Late Enrollee. Late
Enrollees are subject to the Policy's Pre-Existing Conditions limitation.
However, if an Employee initially waived coverage under the Policy, and
the Employee stated at that time that such waiver was because he or
she was covered under another group plan, and Employee now elects
to enroll under the Policy, [Carrier] will not consider the Employee to
be a Late Enrollee, provided the coverage under the other plan ends
due to one of the following events:

a. termination of employment;
b. divorce;
c. death of the Employee's spouse; or
d. termination of the other plan's coverage.

But, the Employee must enroll under the Policy within 90 days of the
date that any of the events described above occur. Coverage will take
effect as of the date he or she becomes eligible.

[The Waiting Period
The Policy has the following waiting periods:
Employees in an eligible class on the Effective Date, who have completed
at least [6] months of continuous Full-Time service with the Employer
by that date, are eligible for insurance under the Policy from the Effective
Date.
Employees in an eligible class on the Effective Date, who have not
completed at least [6] months of continuous Full-Time service with the
Employer by that date, are eligible for insurance under the Policy from
the day after Employees complete [6] months of continuous Full-Time
service.
Employees who enter an eligible class after the Effective Date are eligible
for insurance under the Policy from the day after Employees complete
[6] months of continuous Full-Time service with the Employer.]

When Employee Coverage Starts
You must be Actively at Work, and working Your regular number of
hours, on the date Your coverage is scheduled to start. And You must
have met all the conditions of eligibility which apply to You. If You
are not Actively at Work on the scheduled Effective Date, [Carrier] will
postpone the start of Your Coverage until You return to Active Work.
Sometimes, a scheduled Effective Date is not a regularly scheduled work
day. But Your coverage will start on that date if You were Actively at
Work, and working Your regular number of hours, on Your last regularly
scheduled work day.
You must elect to enroll and agree to make the required payments, if
any, within [30] days of the Employee's Eligibility Date. If You do this
within [30] days of the Employee's Eligibility Date, Your coverage is
scheduled to start on the Employee's Eligibility Date. Such Employee's
Eligibility Date is the scheduled Effective Date of Your coverage.

When Employee Coverage Ends
Your insurance under the Policy will end on the first of the following
dates:

a. [the date] You cease to be an Actively at Work Full-Time Employee
for any reason. Such reasons include disability, death, retirement, lay­
off, leave of absence, and the end of employment.

PROPOSALS

b. [the date] You stop being an eligible Employee under the Policy.
c. the date the Policy ends, or is discontinued for a class of Employees

to which You belong.
d. the last day of the period for which required payments are made

for You.
Also, You may have the right to continue certain group benefits for a
limited time after Your coverage would otherwise end. This [certificate's]
benefits provisions explain these situations. Read this [certificate's]
provisions carefully.

DEPENDENT COVERAGE

Eligible Dependents for Dependent Health Benefits
Your eligible Dependents are Your:

a. legal spouse;
b. unmarried Dependent children who are under age 19; and
c. unmarried Dependent children, from age 19 until their 23rd birth­

day, who are enrolled as full-time students at accredited schools. Full­
time students will be as defined by the accredited school.
A Dependent is not a person who is:

a. on active duty in any armed forces of any country; or
b. eligible for coverage under the Policy as an Employee.

Under certain circumstances, an incapacitated child is also a Dependent.
See the Incapacitated Children section of this [certificate].
Your "unmarried Dependent child" includes:

a. Your legally adopted children,
b. Your stepchildren if such stepchildren depend on You for most

of their support and maintenance, and
c. children under a court appointed guardianship.

[Carrier] treats a child as legally adopted from the time the child is placed
in the home for purpose of adoption. [Carrier] treats such a child this
way whether or not a final adoption order is ever issued.

Incapacitated Children
You may have an unmarried child with a mental or physical incapacity,
or developmental disability, who is incapable of earning a living. Subject
to all of the terms of this section and the Policy, such a child may stay
eligible for Dependent health benefits past the Policy's age limit.
The child will stay eligible as long as the child stays unmarried and
incapable of earning a living, if:

a. the child's condition started before he or she reached the Policy's
age limit;

b. the child became insured by the Policy or any other policy before
the child reached the age limit and stayed continuously insured after
reaching such limit; and

c. the child depends on You for most of his or her support and
maintenance.
But, for the child to stay eligible, You must send [Carrier] written proof
that the child is incapacitated and depends on You for most of his or
her support and maintenance. You have 31 days from the date the child
reaches the age limit to do this. [Carrier] can ask for periodic proof
that the child's condition continues. But, after two years, [Carrier] cannot
ask for this more than once a year.
The child's coverage ends when Your coverage does.

Enrollment Requirement
You must enroll Your eligible Dependents in order for them to be
covered under the Policy. [Carrier] considers an eligible Dependent to
be a Late Enrollee, if You:

a. enroll a Dependent and agree to make the required payments more
than [30] days after the Dependent's Eligibility Date;

b. in the case of a Newly Acquired Dependent, other than the first
newborn child, has other eligible Dependents who You have not elected
to enroll; or

c. in the case of a Newly Acquired Dependent, has other eligible
Dependents whose coverage previously ended because You failed to
make the required contributions, or otherwise chose to end such cov­
erage.
Late Enrollees are subject to the Policy's Pre-Existing Conditions limita­
tions section, if any applies.
If Your dependent coverage ends for any reason, including failure to
make the required payments, Your Dependents will be considered Late
Enrollees when their coverage begins again.
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However, if You previously waived coverage for Your spouse or eligible
Dependent children under the Policy and stated at that time that such
waiver was because they were covered under another group plan and
You now elect to enroll them in the Policy, the Dependent will not be
considered a Late Enrollee, provided the Dependent's coverage under
the other plan ends due to one of the following events:

a. termination of employment;
b. divorce;
c. death of Your spouse; or
d. termination of the other plan's coverage.

But, You must enroll Your spouse or eligible Dependent children within
90 days of the date that any of the events described above occur.
Coverage will take effect as of the date one of the above events occurs.
And, [Carrier] will not consider Your spouse or eligible Dependent
children for which You initially waived coverage under the Policy, to
be a Late Enrollee, if:

a. You are under legal obligation to provide coverage due to a court
order; and

b. You enroll Your spouse or eligible Dependent children within 30
days of the issuance of the court order.
Coverage will take effect as of the date required pursuant to a court
order.

When Dependent Coverage Starts
In order for Your dependent coverage to begin You must already be
insured for Employee coverage or enroll for Employee and Dependent
coverage at the same time. Subject to the exception stated below and
to all of the terms of the Policy, the date Your dependent coverage
starts depends on when You elect to enroll Your Initial Dependents
and agree to make any required payments.
If You do this within [30] days of the Dependent's Eligibility Date, the
Dependent's Coverage is scheduled to start on the later of:

a. The Dependent's Eligibility Date, or
b. the date You become insured for Employee coverage.

If You do this more than [30] days after the Dependent's Eligibility Date,
[Carrier] will consider the Dependent a Late Enrollee. Coverage is
scheduled to start on the later of:

a. the date You sign the enrollment form; or
b. the date You become insured for Employee coverage.

Once You have dependent coverage for Initial Dependents, You must
notify [Carrier] of a Newly Acquired Dependent within [30] days after
the Dependent's Eligibility Date. If You do not, the Newly Acquired
Dependent is a Late Enrollee.
A Newly Acquired Dependent other than a newborn child will be covered
from the later of:

a. the date You notify [Carrier] and agree to make any additional
payments, or

b. the Dependent's Eligibility Date for the Newly Acquired Depen­
dent.
Exception: If a Dependent, other than a newborn child, is confined to
a Hospital or other health care Facility; or is home confined on the date
Your Dependent health benefits would otherwise start, [Carrier] will
postpone the Effective Date of such benefits until the later of: the day
after the Dependent's discharge from such Facility or until home confine­
ment ends.

Newborn Children
[Carrier] will cover Your newborn child for 31 days from the date of
birth. Health benefits may be continued beyond such 31 day period as
stated below:

a. If You are already covered for Dependent child coverage on the
date the child is born, coverage automatically continues beyond the initial
31 days, provided the premium required for Dependent child coverage
continues to be paid.

b. If You are not covered for Dependent child coverage on the date
the child is born, You must:

• make written request to enroll the newborn child; and
• pay the premium required for Dependent child coverage within

31 days after the date of birth.
If the request is not made and the premium is not paid within such
31 day period, the newborn child will be a Late Enrollee.

When Dependent Coverage Ends:
A Dependent's insurance under the Policy will end on the first of the
following dates:

a. [the date] Your coverage ends;
b. the date You stop being a member of a class of Employees eligible

for such coverage;
c. the date the Policy ends;
d. the date Dependent coverage is terminated from the Policy for all

Employees or for Your class;
e. the date You fail to pay any required part of the cost of Dependent

coverage. It ends on the last day of the period for which You made
the required payments, unless coverage ends earlier for other reasons;

f. at 12:01 A.M. on the date the Dependent stops being an eligible
Dependent.
Read this [certificate] carefully if Dependent coverage ends for any
reason. Dependents may have the right to continue certain group benefits
for a limited time. And divorced spouses have conversion rights.

PREFERRED PROVIDER ORGANIZATION PROVISIONS

The Employer XYZ Health Care Network, and the [Carrier]
The Policy encourages a Covered Person to use services provided by
members of [XYZ Health Care Network a Preferred Provider Organiza­
tion (PPO).] A PPO is a network of health care providers located in
the Covered Person's geographical area. In addition to an identification
card, the Covered Person will periodically be given up-to-date lists of
[XYZ Health Care Network] preferred providers.
Use of the network is strictly voluntary, but [Carrier] generally pays a
higher level of benefits for most covered services and supplies furnished
to a Covered Person by [XYZ Health Care Network]. Conversely, [Car­
rier] generally pays a lower level of benefits when covered services and
supplies are not furnished by [XYZ Health Care Network] (even if an
[XYZ Health Care Network] Practitioner orders the services and sup­
plies). Of course, a Covered Person is always free to be treated by any
Practitioner or Facility. And, he or she is free to change Practitioners
or Facilities at any time.
A Covered Person may use any [XYZ Health Care Network] Provider.
He or she just presents his or her [XYZ Health Care Network] identifica­
tion card to the [XYZ Health Care Network] Practitioner or Facility
furnishing covered services or supplies. Most [XYZ Health Care
Network] Practitioners and Facilities will prepare any necessary claim
forms for him or her, and submit the forms to [Carrier]. The Covered
Person will receive an explanation of any insurance payments made by
the Policy. And if there is any balance due, the [XYZ Health Care
Network] Practitioner or Facility will bill him or her directly.
The Policy also has utilization review features. See the Utilization Review
Features section for details.
What [Carrier] pays is subject to all the terms of the Policy. You should
read Your [certificate] carefully and keep it available when consulting
a Practitioner.
See the Schedule for specific benefit levels, payment rates and payment
limits.
If You have any questions after reading Your [certificate], You should
call [Carrier] [Group Claim Office at the number shown on Your iden­
tification card.]

[Note: Used only if coverage is offered as a PPO.]

POINT OF SERVICE PROVISIONS

Definitions
a. Primary Care Practitioner (PCP) means the Practitioner the Covered
Person selects to supervise and coordinate his or her health care in the
[XYZ] Provider Organization. [Carrier] will supply a list of PCPs who
are members of the [XYZ] Provider Organization to the Covered Person.
b. Provider Organization (PO) means a network of health care Providers
located in a Covered Person's Service Area.
c. Network Benefits mean the benefits shown in the Schedule which are
provided if the Primary Care Practitioner provides care, treatment,
services, and supplies to the Covered Person or if the Primary Care
Practitioner refers the Covered Person to another Provider for such care,
treatment, services, and supplies.
d. Out-Network Benefits mean the benefits shown in the Schedule which
are provided if the Primary Care Practitioner does not authorize the
care, treatment, services, and supplies.
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e. Service Area means the geographical area which is served by the
Practitioners in the [XYZ] Provider Organization.

Provider Organization (PO)
The Provider Organization for the Policy is the [XYZ] Provider Or­
ganization. The Policy requires that the Covered Person uses the services
of a PCP, or be referred for services by a PCP, in order to receive
Network Benefits.

The Primary Care Practitioner (PCP)
The PCP will supervise and coordinate the Covered Person's health care
in the [XYZ] PO. The PCP must authorize all services and supplies.
In addition, he or she will refer the Covered Person to the appropriate
Practitioner and Facility when Medically Necessary and Appropriate. The
Covered Person must obtain an authorized referral from his or her PCP
before he or she visits another Practitioner or Facility. Except in case
of a Medical Emergency, if the Covered Person does not comply with
these requirements, he or she may only be eligible for Out-Network
Benefits.
[Carrier] provides Network Benefits for covered services and supplies
furnished to a Covered Person when authorized by his or her PCP.
[Carrier] pays Out-Network Benefits when covered services and supplies
are not authorized by the PCP. If services or supplies are obtained from
[XYZ] Providers, but they are not authorized by the PCP, the Covered
Person may only be eligible for Out-Network Benefits.
A Covered Person may change his or her PCP to another PCP [once
per month]. He or she may select another PCP from the list of Practi­
tioners, and notify [XYZ] PO by [phone or in writing].
When a Covered Person uses the services of a PCP, he or she must
present his or her ID card and pay the Co-Payment. When a Covered
Person's PCP refers him or her to another [XYZ] PO Provider, the
Covered Person must pay the Co-Payment to such Provider. [Most
[XYZ] PO Practitioners will prepare any necessary claim forms and
submit them to [Carrier].]
[Once per calendar year, a female Covered Person may use the services
of a [XYZ] PO gynecologist for a routine exam, without referral from
her PCP. She must obtain authorization from her PCP for any services
beyond a routine exam and tests.]

Out-Network Services
If a Covered Person uses the services of a Provider without having been
referred by his or her PCP, he or she will not be eligible for Network
Benefits. For services which have not been referred by the Covered
Person's PCP, whether provided by a [XYZ] PO Provider or otherwise,
the Covered Person may only be eligible for Out-Network Benefits.

Emergency Services
If a Covered Person requires services for a Medical Emergency which
occurs inside the PO Service Area, he or she must notify and obtain
authorization from his or her PCP within 48 hours or as soon as
reasonably possible thereafter.
Emergency room visits to PO Facilities are subject to a Co-Payment,
and such visits must be retrospectively reviewed [by the PCP]. [Carrier]
will waive the emergency room Co-Payment if the Covered Person is
hospitalized within 24 hours of the visit.
If a Covered Person requires services for a Medical Emergency outside
the PO Service Area, the PCP must be notified within 48 hours or as
soon as reasonably possible thereafter. Follow-up care is limited to the
medical care necessary before the Covered Person can return to the PO
Service Area.

Utilization Review
The Policy has utilization features. See the Utilization Review Features
section of this [certificate].

Benefits
The Schedule shows Network Benefits, Out-Network Benefits, and Co­
Payments applicable to the Point of Service arrangement.
What [Carrier] pays is subject to all the terms of the Policy.

[Note: Used only if coverage is offered as POS.]

HEALTH BENEFITS INSURANCE
This health benefits insurance will pay many of the medical expenses
incurred by a Covered Person.

PROPOSALS

Note: [Carrier] payments will be reduced or eliminated if a Covered
Person does not comply with the Utilization Review and Pre-Approval
requirements contained in the Policy and in this [certificate].

BENEFIT PROVISION

The Cash Deductible
Each Calendar Year, each Covered Person must have Covered Charges
that exceed the Cash Deductible before [Carrier] pays any benefits to
that person. The Cash Deductible is shown in the Schedule. The Cash
Deductible cannot be met with Non-Covered Charges. Only Covered
Charges incurred by the Covered Person while insured by the Policy
can be used to meet this Cash Deductible.
Once the Cash Deductible is met, [Carrier] pays benefits for other
Covered Charges above the Cash Deductible incurred by that Covered
Person, less any applicable Co-Insurance or Co-Payments, for the rest
of that Calendar Year. But all charges must be incurred while that
Covered Person is insured by the Policy. And what [Carrier] pays is based
on all the terms of the Policy.

Family Deductible Limit
The Policy has a family deductible limit of two cash Deductibles for each
Calendar Year. Once two Covered Persons in a family meet their
individual Cash Deductibles in a Calendar Year, [Carrier] pays benefits
for other Covered Charges incurred by any member of the covered
family, less any applicable Co-Insurance or Co-Payments, for the rest
of that Calendar Year. What [Carrier] pays is based on all the terms
of the Policy.

Co-Insurance Cap
The Policy limits Co-Insuance amounts each Calendar Year except as
stated below. The Co-Insurance Cap cannot be met with:

a. Non-Covered Charges;
b. Cash Deductibles;
c. Co-Insurance for the treatment of Mental and Nervous Conditions

and Substance Abuse; and
d. Co-Payments.

There are Co-Insurance Caps for:
a. each Covered Person; and
b. each Covered Family.

The Co-Insurance Caps are shown in the Schedule.
Each Covered Person's Co-Insurance amounts are used to meet his or
her own Co-Insurance Cap. But, all amounts used to meet the cap must
actually be paid by a Covered Person out of his or her own pocket.
Once the Covered Person's Co-Insurance amounts in a Calendar Year
exceed the individual cap, [Carrier] will waive his or her Co-Insurance
for the rest of that Calendar Year.
Once two Covered Persons in a family meet their individual Co-In­
surance amounts, [Carrier] will waive the family's Co-Insurance for the
rest of that Calendar Year.
Exception: Charges for Mental and Nervous Conditions and Substance
Abuse treatment are not subject to or eligible for the Co-Insurance Cap.

Payment Limits
[Carrier] limits what [Carrier] will pay for certain types of charges.
[Carrier] also limits what [Carrier] will pay for all Illness or Injuries for
each Covered Person's Per Lifetime. See the Schedule for these limits.

Benefits From Other Plans
The benefits [Carrier] will pay may be affected by a Covered Person
being covered by 2 or more plans or policies. Read the provision
Coordination of Benefits to see how this works.
The benefits [Carrier] will pay may also be affected by Medicare. Read
the Medicare as Secondary Payor section for an explanation of how this
works.

If This Plan Replaces Another Plan
The Employer who purchased the Policy may have purchased it to
replace a plan the Employer had with some other insurer.
The Covered Person may have incurred charges for covered expenses
under the Employer's old plan before it ended. If so, these charges will
be used to meet the Policy's Cash Deductible if:

a. the charges were incurred during the Calendar Year in which the
Policy starts;
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b. The Policy would have paid benefits for the charges, if the Policy
had been in effect;

c. The Covered Person was covered by the old plan when it ended
and enrolled in the Policy on its Effective Date; and

d. The Policy starts right after the old plan ends.

Extended Health Benefits
If the Policy ends, and a Covered Person is Totally Disabled on such
date, and under a Practitioner's care, [Carrier] will extend health benefits
for that person under the Policy as explained below. This is done at
no cost to the Covered Person.
[Carrier] will only extend benefits for Covered Charges due to the
disabling condition. The charges must be incurred before the extension
ends. And what [Carrier] will pay is based on all the terms of the Policy.
[Carrier] does not pay for charges due to other conditions. And [Carrier]
does not pay for charges incurred by other covered family members.
The extension ends on the earliest of:

a. the date the Total Disability ends; or
b. one year from the date the person's insurance under the Policy

ends; or
c. the date the person has reached the payment limit for his or her

disabling condition.
The Employee must submit evidence to [Carrier] that he or she or his
or her Dependent is Totally Disabled, if [Carrier] requests it.

[PLAN B]

COVERED CHARGES
This section lists the types of charges [Carrier] will consider as Covered
Charges. But what [Carrier] will pay is subject to all the terms of the
Policy. Read the entire [certificate] to find out what [Carrier] limits or
excludes.

Hospital Charges
[Carrier] covers charges for Hospital room and board and Routine
Nursing Care when it is provided to a Covered Person by a Hospital
on an Inpatient basis. But [Carrier] limits what [Carrier] pays each day
to the room and board limit shown in the Schedule. And [Carrier] covers
other Medically Necessary and Appropriate Hospital services and sup­
plies provided to a Covered Person during the Inpatient confinement.
If a Covered Person incurs charges as an Inpatient in a Special Care
Unit, [Carrier] covers the charges the same way [Carrier] covers charges
for any Illness.
[Carrier] will also cover Outpatient Hospital services, including services
provided by a Hospital Outpatient clinic. And [Carrier] covers emergency
room treatment, subject to this [certificate's] Emergency Room Co­
Payment Requirement section.
Any charges in excess of the Hospital semi-private daily room and board
limit are a Non-Covered Charge. The Policy's utilization review features
have penalties for non-compliance that may reduce what [Carrier] pays
for Hospital charges.
[Carrier] limits what [Carrier] pays for the treatment of Mental and
Nervous Conditions and Substance Abuse. See the Charges Covered with
Special Limitations section of this [certificate].

Hospital Co-Payment Requirement
Each time a Covered Person is confined in a Hospital, he or she must
pay a $200 Co-Payment for each day of confinement, up to a maximum
of $1,000 per Period of Confinement, subject to a maximum $2,000 Co­
Payment per Calendar Year.

Emergency Room Co-Payment Requirement
Each time a Covered Person uses the services of a Hospital emergency
room, he or she must pay a [$50.00] Co-Payment, if he or she is not
admitted within 24 hours.

Pre-Admission Testing Charges
[Carrier] covers pre-admission x-ray and laboratory tests needed for a
planned Hospital admission or Surgery. [Carrier] only covers these tests
if the tests are done on an Outpatient basis within seven days of the
planned admission or Surgery.
However, [Carrier] will not cover tests that are repeated after admission
or before Surgery, unless the admission or Surgery is deferred solely
due to a change in the Covered Person's health.

[PLANS C, D, E]

COVERED CHARGES
This section lists the types of charges [Carrier] will consider as Covered
Charges. But what [Carrier] will pay is subject to all the terms of the
Policy. Read the entire [certificate] to find out what [Carrier] limits or
excludes.

Hospital Charges
[Carrier] covers charges for Hospital room and board and Routine
Nursing Care when it is provided to a Covered Person by a Hospital
on an Inpatient basis. But [Carrier] limits what [Carrier] pays each day
to the room and board limit shown in the Schedule. And [Carrier] covers
other Medically Necessary and Appropriate Hospital services and sup­
plies provided to a Covered Person during the Inpatient confinement.
If a Covered Person incurs charges as an Inpatient in a Special Care
Unit, [Carrier] covers the charges the same way [Carrier] covers charges
for any Illness.
[Carrier] will also cover Outpatient Hospital services, including services
provided by a Hospital Outpatient clinic. And [Carrier] covers emergency
room treatment, subject to this [certificate's] Emergency Room Co­
Payment Requirement section.
Any charges in excess of the Hospital semi-private daily room and board
limit are a Non-Covered Charge. The Policy's utilization review features
have penalties for non-compliance that may reduce what [Carrier] pays
for Hospital charges.
[Carrier] limits what [Carrier] pays for the treatment of Mental and
Nervous Conditions and Substance Abuse. See the Charges Covered with
Special Limitations section of this [certificate].

Emergency Room Co-Payment Requirement
Each time a Covered Person uses the services of a Hospital emergency
room, he or she must pay a [$50.00] Co-Payment, if he or she is not
admitted within 24 hours.

Pre-Admission Testing Charges
[Carrier] covers pre-admission x-ray and laboratory tests needed for a
planned Hospital admission or Surgery. [Carrier] only covers these tests
if the tests are done on an Outpatient basis within seven days of the
planned admission or Surgery.
However, [Carrier] will not cover tests that are repeated after admission
or before Surgery, unless the admission or Surgery is deferred solely
due to a change in the Covered Person's health.

Extended Care or Rehahilitation Charges
Subject to [Carrier's] Pre-Approval [Carrier] covers charges up to the
daily room and board limit for room and board and Routine Nursing
Care shown in the Schedule, provided to a Covered Person on an
Inpatient basis in an Extended Care Center or Rehabilitation Center.
Charges above the daily room and board limit are a Non-Covered
Charge.
And [Carrier] covers all other Medically Necessary and Appropriate
services and supplies provided to a Covered Person during the confine­
ment. But the confinement must:

a. start within 14 days of a Hospital stay; and
b. be due to the same or a related condition that necessitated the

Hospital stay.
Coverage for Extended Care and Rehabilitation, combined, is limited
to the first 120 days of confinement in each Calendar Year. Charges
for any additional days are a Non-Covered Charge.
But [Carrier] limits what [Carrier] will pay for the treatment of Mental
and Nervous Conditions and Substance Abuse. See the Charges Covered
With Special Limitations section of this [certificate].

Extended Care or Rehabilitation Charges which are not Pre-Approved
by [Carrier] are Non-Covered Charges.

Home Health Care Charges:
Subject to [Carrier's] Pre-Approval, when home health care can take
the place of Inpatient care, [Carrier] covers such care furnished to a
Covered Person under a written home health care plan. [Carrier] covers
all Medically Necessary and Appropriate services or supplies, such as:

a. Routine Nursing Care (furnished by or under the supervision of
a registered Nurse);

b. physical therapy;
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c. occupational therapy;
d. medical social work;
e. nutrition services;
f. speech therapy;
g. home health aide services;
h. medical appliances and equipment, drugs and medications,

laboratory services and special meals; and
i. any Diagnostic or therapeutic service, including surgical services

performed in a Hospital Outpatient department, a Practitioner's office
or any other licensed health care Facility, provided such service would
have been covered under the Policy if performed as Inpatient Hospital
services. But, payment is subject to all of the terms of the Policy and
to the following conditions:

a. The Covered Person's Practitioner must certify that home health
care is needed in place of Inpatient care in a recognized Facility.

b. The services and supplies must be:
• ordered by the Covered Person's Practitioner;
• included in the home health care plan; and
• furnished by, or coordinated by, a Home Health Agency accord-

ing to the written home health care plan.
The services and supplies must be furnished by recognized health care
professionals on a part-time or intermittent basis, except when full-time
or 24 hour service is needed on a short-term basis.

c. The home health care plan must be set up in writing by the Covered
Person's Practitioner within 14 days after home health care starts. And
it must be reviewed by the Covered Person's Practitioner at least once
every 60 days.

d. Each visit by a home health aide, Nurse, or other recognized
Provider whose services are authorized under the home health care plan
can last up to four hours.

e. [Carrier] does not pay for:
• services furnished to family members, other than the patient;

or
• services and supplies not included in the home health care plan.

Home Health Care charges which are not Pre-Approved by [Carrier]
are Non-Covered Charges.

Practitioner's Charges for Non-Surgical Care and Treatment
[Carrier] covers Practitioner's charges for the Medically Necessary and
Appropriate non-surgical care and treatment of an Illness or Injury. But
[Carrier] limits what [Carrier] will pay for the treatment of Mental and
Nervous Conditions and Substance Abuse. See the Charges Covered with
Special Limitations section of this [certificate].

Practitioner's Charges for Surgery
[Carrier] covers Practitioner's charges for Medically Necessary and Ap­
propriate Surgery. [Carrier] does not pay for cosmetic Surgery.

Second Opinion Charges
[Carrier] covers Practitioner's charges for a second opinion and charges
for related x-rays and tests when a Covered Person is advised to have
Surgery or enter a Hospital. If the second opinion differs from the first,
[Carrier] covers charges for a third opinion. [Carrier] covers such charges
if the Practitioners who give the opinions:

a. are board certified and qualified, by reason of their specialty, to
give an opinion on the proposed Surgery or Hospital admission;

b. are not business associates of the Practitioner who recommended
the Surgery; and

c. in the case of a second surgical opinion, they do not perform the
Surgery if it is needed.

Dialysis Center Charges
[Carrier] covers charges made by a dialysis center for covered dialysis
services.

Ambulatory Surgical Center Charges
[Carrier] covers charges made by an Ambulatory Surgical Center in
connection with covered Surgery.

Hospice Care Charges
Subject to [Carrier] Pre-Approval, [Carrier] covers charges made by a
Hospice for palliative and supportive care furnished to a terminally ill
or terminally injured Covered Person under a Hospice care program.
"Palliative and supportive care" means care and support aimed mainly
at lessening or controlling pain or symptoms; it makes no attempt to
cure the Covered Person's terminal illness or terminal injury.

PROPOSALS

"Terminally ill" or "terminally injured" means that the Covered Person's
Practitioner has certified in writing that the Covered Person's life expec­
tancy is six months or less.
Hospice care must be furnished according to a written "hospice care
program". A "hospice care program" is a coordinated program with an
interdisciplinary team for meeting the special needs of the terminally
ill or terminally injured Covered Person. It must be set up and reviewed
periodically by the Covered Person's Practitioner.
Under a Hospice care program, subject to all the terms of the Policy,
[Carrier] covers any services and supplies including Prescription Drugs,
to the extent they are otherwise covered by the Policy. Services and
supplies may be furnished on an Inpatient or Outpatient basis.
The services and supplies must be:

a. needed for palliative and supportive care;
b. ordered by the Covered Person's Practitioner;
c. included in the Hospice care program; and
d. furnished by, or coordinated by a Hospice.

[Carrier] does not pay for:
a. services and supplies provided by volunteers or others who do not

regularly charge for their services;
b. funeral services and arrangements;
c. legal or financial counseling or services; or
d. treatment not included in the Hospice care plan.

Hospital Care Charges which are not Pre-Approved by [Carrier] are
Non-Covered Charges.

Alcohol Abuse
[Carrier] pays benefits for the Covered Charges a Covered Person incurs
for the treatment of Alcohol Abuse the same way [Carrier] would for
any other Illness, if such treatment is prescribed by a Practitioner. But
[Carrier] does not pay for Custodial Care, education, or training.
Treatment may be furnished by:

a. a Hospital;
b. a detoxification Facility licensed under New Jersey Public Law 1975,

Chapter 305; or
c. a licensed, certified or state approved residential treatment Facility

under a program which meets the minimum standards of care of the
Joint Commission.

Pregnancy
The Policy pays for pregnancies the same way [Carrier] would cover an
Illness. The charges [Carrier] covers for a newborn child are explained
[on the next page.]

Birthing Center Charges
[Carrier] covers Birthing Center charges made by a Practitioner for pre­
natal care, delivery, and post partum care in connection with a Covered
Person's pregnancy. [Carrier] covers charges up to the daily room and
board limit for room and board shown in the Schedule when Inpatient
care is provided to a Covered Person by a Birthing Center. But charges
above the daily room and board limit are a Non-Covered Charge.
[Carrier] covers all other Medically Necessary and Appropriate services
and supplies during the confinement.

Benefits for a Covered Newborn Child
[Carrier] covers charges for the child's routine nursery care while he
or she is in the Hospital or a Birthing Center. Charges are covered up
to a maximum of 7 days following the date of birth. This includes:

a. nursery charges;
b. charges for routine Practitioner's examinations and tests; and
c. charges for routine procedures, like circumcision.

Subject to all of the terms of the Policy, [Carrier] covers the care and
treatment of a covered newborn child if he or she is Ill, Injured,
premature, or born with a congenital birth defect.

Anesthetics and Other Services and Supplies
[Carrier] covers anesthetics and their administration; hemodialysis, casts;
splints; and surgical dressings. [Carrier] covers the initial fitting and
purchase of braces, trusses, orthopedic footwear and crutches. But [Car­
rier] does not pay for replacements or repairs.

Blood
[Carrier] covers blood, blood products, blood transfusions and the cost
of testing and processing blood. But [Carrier] does not pay for blood
which has been donated or replaced on behalf of the Covered Person.
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Ambulance Charges
[Carrier] covers Medically Necessary and Appropriate charges for trans­
porting a Covered Person to:

a. a local Hospital if needed care and treatment can be provided by
a local Hospital;

b. the nearest Hospital where needed care and treatment can be given,
if a local Hospital cannot provide such care and treatment. But it must
be connected with an Inpatient confinement; or

c. transporting a Covered Person to another Inpatient health care
Facility.
It can be by professional Ambulance service, train or plane. But [Carrier]
does not pay for chartered air flights. And [Carrier] will not pay for
other travel or communication expenses of patients, Practitioners, Nurses
or family members.

Durable Medical Equipment
Subject to [Carrier's] Pre-Approval, [Carrier] covers charges for the
rental of Durable Medical Equpiment needed for therapeutic use. At
[Carrier's] option, and with [Carrier's] Pre-Approval, [Carrier] may cover
the purchase of such items when it is less costly and more practical than
rental. But [Carrier] does not pay for:

a. any purchases without [Carrier's] advance written approval;
b. replacements or repairs; or
c. the rental or purchase of items (such as air conditioners, exercise

equipment, saunas and air humidifiers) which do not fully meet the
definition of Durable Medical Equipment.
Charges for Durable Medical Equipment which are not Pre-Approved
by [Carrier] are Non-Covered Charges.

Treatment of Wilm's Tumor
[Carrier] pays benefits for Covered Charges incurred for the treatment
of Wilm's tumor in a Covered Person. [Carrier] treats such charges the
same way [Carrier] treats Covered Charges for any other Illness. Treat­
ment can include, but is not limited to, autologous bone marrow trans­
plants when standard chemotherapy treatment is unsuccessful. [Carrier]
pays benefits for this treatment even if it is deemed Experimental or
Investigational. What [Carrier] pays is based on all of the terms of the
Policy.

X-Rays and Laboratory Tests
[Carrier] covers x-rays and laboratory tests which are Medically Necessary
and Appropriate to treat an Illness or Injury. But, except as covered
under this [certificate's] Preventive Care section, [Carrier] does not pay
for x-rays and tests done as part of routine physical checkups.

PrescriptIon Drugs
[Carrier] covers drugs to treat an Illness or Injury which require a
Practitioner's prescription. But [Carrier] only covers drugs which are:

a. approved for treatment of the Covered Person's Illness or Injury
by the Food and Drug Administration;

b. approved by the Food and Drug Administration for the treatment
of a particular diagnosis or condition other than the Covered Person's
and recognized as appropriate medical treatment for the Covered
Person's diagnosis or condition in one or more of the following
established reference compendia:

1. The American Medical Association Drug Evaluations;
2. The American Hospital Formulary Service Drug Information;
3. The United States Pharmacopeia Drug Information; or

c. supported by the preponderance of evidence that exists in clinical
review studies that are reported in major peer-reviewed medical
literature or review articles that are reported in major peer-reviewed
medical literature.
Coverage for the above drugs also includes medically necessary services
associated with the administration of the drugs.
In no event will [Carrier] pay for:

a. drugs labeled: "Caution-Limited by Federal Law to Investigational
Use'" or

b. ~ny drug which the Food and Drug Administration has determined
to be contraindicated for the specific treatment for which the drug has
been prescribed.
And [Carrier] excludes drugs that can be bought without a prescription,
even if a Practitioner orders them.
[Carrier] does not cover drugs to treat Mental and Nervous Conditions
and Substance Abuse as part of the Prescription Drugs Covered Charge.

Drugs for such treatment are subject to the Mental and Nervous Con­
ditions and Substance Abuse section of the Policy.

COVERED CHARGES WITH SPECIAL LIMITATIONS

Dental Care and Trf:atment
[Carrier] covers:

a. the diagnosis and treatment of oral tumors and cysts; and
b. the surgical removal of bony impacted teeth.

[Carrier] also covers treatment of an Injury to natural teeth or the jaw,
but only if:

a. the Injury occurs while the Covered Person is insured under any
health benefit plan;

b. the Injury was not caused, directly or indirectly by biting or chewing;
and

c. all treatment is finished within 6 months of the date of the Injury.
Treatment includes replacing natural teeth lost due to such Injury. But
in no event does [Carrier] cover orthodontic treatment.

Treatment for Temporomandibular Joint Disorder (TMJ)
[Carrier] covers charges for the Medically Necessary and Appropriate
surgical and non-surgical treatment of TMJ in a Covered Person.
However, [Carrier] does not cover any charges for orthodontia, crowns
or bridgework.

Prosthetic Devices
[Carrier] limits what [Carrier] pays for prosthetic devices. Subject to
[Carrier] Pre-Approval, [Carrier] covers only the initial fitting and
purchase of artificial limbs and eyes, and other prosthetic devices. And
they must take the place of a natural part of a Covered Person's body,
or be needed due to a functional birth defect in a covered Dependent
child. [Carrier] does not pay for replacements, unless they are Medically
Necessary and Appropriate. [Carrier] does not pay for repairs, wigs, or
dental prosthetics or devices.
Charges for Prosthetic Devices which are not Pre-Approved by [Carrier]
are Non-Covered Charges.

Mammogram Charges
[Carrier] covers charges made for mammograms provided to a female
Covered Person according to the schedule given below. Benefits will be
paid, subject to all the terms of the Policy, and the following limitations:
[Carrier] will cover charges for:

a. one baseline mammogram for a female Covered Person, ages 35-39;
b. one mammogram, every 2 years, for a female Covered Person, ages

40-49, or more frequently, if recommended by a Practitioner; and
c. one mammogram, every year, for a female Covered Person ages

50 and older.

The following "Pre-Existing Conditions" and "Continuity of Coverage"
provisions only apply to Policies issued to Employers of at least two
but not more than five Employees. These provisions also apply to "Late
Enrollees" under the Policies issued to any Small Employer. However,
this provision does not apply to Late Enrollees if 10 or more Late
Enrollees request enrollment during any [30] day enrollment period
provided for in the Policy. See this [certificate's] EMPLOYEE COV­
ERAGE and DEPENDENT COVERAGE sections to determine if a
Covered Person is a Late Enrollee. The "Pre-Existing Conditions"
provision does not apply to a Dependent who is an adopted child or
who is a child placed for adoption if the Employee enrolls the Dependent
and agrees to make the required payments within [30] days after the
Dependent's Eligibility Date.

Pre-Existing Conditions
A Pre-Existing Condition is an Illness or Injury which manifests itself
in the six months before a Covered Person's coverage under the Policy
starts, and for which:

a. a Covered Person sees a Practitioner, takes Prescribed Drugs,
receives other medical care or treatment or had medical care or treat­
ment recommended by a Practitioner in the six months before his or
her coverage starts; or

b. an ordinarily prudent person would have sought medical advice,
care or treatment in the six months before his or her coverage starts.
A pregnancy which exists on the date a Covered Person's coverage starts
is also a Pre-Existing Condition.
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[Carrier] does not pay benefits for charges for Pre-Existing Conditions
until the Covered Person has been continuously covered by the Policy
for 180 days.
This limitation does not affect benefits for other unrelated conditions,
or birth defects in a Covered Dependent child. And [Carrier] waives
this limitation for a Covered Person's Pre-Existing Condition if the
condition was payable under another [Carrier] group plan which insured
the Covered Person right before the Covered Person's coverage under
the Policy started. The next section shows other exceptions.

Continuity of Coverage
A new Covered Person may have been covered under a previous
employer group health benefits plan prior to enroJlment in the Policy.
When this happens, [Carrier] gives credit for the time he or she was
covered under the previous plan to determine if a condition is Pre­
Existing. [Carrier] goes back to the date his or her coverage under the
previous plan started. But the Employee's active Full-Time service with
the Employer must start within 90 days of the date his or her coverage
under the previous plan ended. And the person must sign and complete
his or her enroJlment form within 30 days of the date the Employee's
active Full-Time service begins. Any condition arising between the date
his or her coverage under the previous plan ends and the date his or
her coverage under the Policy starts is Pre-Existing. [Carrier] does not
cover any charges actually incurred before the person's coverage under
the Policy starts. If the Employer has included an eligibility waiting period
in the Policy, an Employee must still meet it, before becoming insured.

Private Duty Nursing Care
[Carrier] only covers charges by a Nurse for Medically Necessary and
Appropriate private duty nursing care, if such care is authorized as part
of a home health care plan, coordinated by a Home Health Agency,
and covered under the Home Health Care Charges section. Any other
charges for private duty nursing care are a Non-Covered Charge.

Therapy Services
Therapy Services mean the following services or supplies, ordered by
a Practitioner and used to treat, or promote recovery from, an Injury
or Illness:
[Carrier] covers the Therapy Services listed below.
a. Chelation Therapy-means the administration of drugs or chemicals
to remove toxic concentrations of metals from the body.
b. Chemotherapy-the treatment of malignant disease by chemical or
biological antineoplastic agents.
c. Dialysis Treatment-the treatment of an acute renal failure or a
chronic irreversible renal insufficiency by removing waste products from
the body. This includes hemodialysis and peritoneal dialysis.
d. Radiation Therapy-the treatment of disease by x-ray, radium, cobalt,
or high energy particle sources. Radiation therapy includes rental or cost
of radioactive materials. Diagnostic Services requiring the use of radioac­
tive materials are not radiation therapy.
e. Respiration Therapy-the introduction of dry or moist gases into the
lungs.
[Carrier] covers the Therapy Services listed below, subject to stated
limitations:
f. Cognitive Rehabilitation Therapy-the retraining of the brain to
perform inteJlectual skills which it was able to perform prior to disease,
trauma, Surgery, or previous therapeutic process; or the training of the
brain to perform inteJlectual skills it should have been able to perform
if there were not a congenital anomaly.
g. Speech Therapy-treatment for the correction of a speech impairment
resulting from Illness, Surgery, Injury, congenital anomaly, or previous
therapeutic processes.
Coverage for Cognitive Rehabilitation Therapy and Speech Therapy,
combined, is limited to 30 visits per Calendar Year.
h. Occupational Therapy-treatment to restore a physicaJly disabled
person's ability to perform the ordinary tasks of daily living.
i. Physical Therapy-the treatment by physical means to relieve pain,
restore maximum function, and prevent disability foJlowing disease, In­
jury or loss or limb.
Coverage for Occupational Therapy and Physical Therapy, combined, is
limited to 30 visits per Calendar Year.
j. Infusion Therapy-subject to [Carrier] Pre-Approval, the adminis­
tration of antibiotic, nutrients, or other therapeutic agents by direct
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infusion. Charges in connection with Infusion Therapy which are not
Pre-Approved by [Carrier] are Non-Covered Charges.

Preventive Care
[Carrier] covers charges for routine physical examinations including re­
lated laboratory tests and x-rays. [Carrier] also covers charges for im­
munizations and vaccines, well baby care, pap smears, mammography
and screening tests. But [Carrier] limits what [Carrier] pays each Calen­
dar Year to:

a. $500 per Covered Person for a Dependent child from birth until
the end of the Calendar Year in which the Dependent child attains age
1, and

b. $300 per Covered Person for all other Covered Persons.
These charges are not subject to the Cash Deductible or Co-Insurance.

Therapeutic Manipulation
[Carrier] limits what [Carrier] covers for therapeutic manipulation to 30
visits per Calendar Year. And [Carrier] covers no more than two
modalities per visit. Charges for such treatment above these limits are
a Non-Covered Charge.

Mental and Nervous Conditions and Substance Abuse
[Carrier] limits what [Carrier] pays for the treatment of Mental and
Nervous Conditions and Substance Abuse. [Carrier] includes a condition
under this section if it manifests symptoms which are primarily mental
and nervous, regardless of any underlying physical cause.
A Covered Person may receive treatment as an Inpatient in a Hospital
or a Substance Abuse Center. He or she may also receive treatment
as an Outpatient from a Hospital, Substance Abuse Center, or any
properly licensed or certified Practitioner, psychologist or social worker.
Covered Charges for the treatment of Mental and Nervous Conditions
and Substance Abuse include charges incurred for Prescription Drugs.
The Covered Person must pay the Co-Insurance shown on the Schedule
for Covered Charges for such treatment. [Carrier] limits what [Carrier]
pays each Calendar Year to $5,000.00 for combined Inpatient and Outpa­
tient treatment. [Carrier] limits what [Carrier] pays Per Lifetime to
$25,000.00 combined Inpatient and Outpatient benefit.
[Carrier] does not pay for Custodial Care, education, or training.

Transplant Benefits
[Carrier] covers MedicaJly Necessary and Appropriate services and sup­
plies for the foJlowing types of transplants:

a. Cornea
b. Kidney
c. Lung
d. Liver
e. Heart
f. Pancreas
g. Allogeneic Bone Marrow
h. Autologous Bone Marrow and Associated High Dose

Chemotherapy only for treatment of:
• Leukemia
• Lymphoma
• Neuroblastoma
• Aplastic Anemia
• Genetic Disorders

-scm
- WISCOT Aldrich

• Subject to [Carrier] Pre-Approval, breast cancer, if the Covered
Person is participating in a National Cancer Institute sponsored
clinical trial. Charges in connection with such treatment of
breast cancer which are not Pre-Approved by [Carrier] are Non­
Covered Charges.

IMPORTANT NOTICE
[The Policy has utilization review features. Under these features, [ABC­
Systems, a health care review organization] reviews Hospital admissions
and Surgery performed outside of a Practitioner's office [for Carrier].
These features must be complied with if a Covered Person:

a. is admitted as an Inpatient to a Hospital, or
b. is advised to enter a Hospital or have Surgery performed outside

of a Practitioner's office. If a Covered Person does not comply with these
utilization review features, he or she will not be eligible for fuJI benefits
under the Policy. See the Utilization Review Features section for details.]
[The Policy has alternate treatment features. Under these features,
[DEF, a Case Coordinator] reviews a Covered Person's medical needs
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in clinical situations with the potential for catastrophic claims to de­
termine whether alternative treatment may be available and appropriate.
See the Alternate Treatment Features section for details.]
[The Policy has centers of excellence features. Under these features, a
Covered Person may obtain necessary care and treatment from Providers
with whom [Carrier] has entered into agreements. See the Centers of
Excellence Features section for details.]
[What [Carrier] pays is subject to all of the terms of the Policy. Read
this [certificate] carefully and keep it available when consulting a Practi­
tioner.
If You have any questions after reading this [certificate], You should
[call The Group Claim Office at the number shown on Your identifica­
tion card.]
The Policy is not responsible for medical or other results arising directly
or indirectly from the Covered Person's participation in these Utilization
Review Features.]

[UTILIZATION REVIEW FEATURES
Important Notice: If a Covered Person does not comply with the Policy's
utilization review features, he or she will not be eligible for full benefits
under the Policy.
Compliance with the Policy's utilization review features does not
guarantee what [Carrier] will pay for Covered Charges. What [Carrier]
pays is based on:

a. the Covered Charges actually incurred;
b. the Covered Person being eligible for coverage under the Policy

at the time the Covered Charges are incurred; and
c. the Cash Deductible, Co-Payment and Co-Insurance provisions, and

all of the other terms of the Policy.

Definitions
"Hospital admission" means admission of a Covered Person to a Hospital
as an Inpatient for Medically Necessary and Appropriate care and
treatment of an Illness or Injury.
[Carrier] calls a Hospital admission or Surgery "emergency" if, after an
evaluation of the Covered Person's condition, the attending Practitioner
determines that failure to make the admission or perform the Surgery
immediately would pose a serious threat to the Covered Person's life
or health. A Hospital admission or Surgery made or performed for the
convenience of Practitioners or patients is not an emergency.
By "covered professional charges for Surgery" [Carrier] means Covered
Charges that are made by a Practitioner for performing Surgery. Any
surgical charge which is not a Covered Charge under the terms of the
Policy is not payable under the Policy.
"Regular working day" means [Monday through Friday from 9 a.m. to
9 p.m. Eastern Time,] not including legal holidays.

Grievance Procedure
[If a Covered Person is not satisfied with a utilization review decision,
the Covered Person or the Covered Person's Practitioner may appeal
such decision by calling [ABC]. A Nurse reviewer will collect any ad­
ditional medical information required and submit the case to a second
[ABC] medical review physician. This physician will discuss the case with
the physician reviewer who made the initial decision. The second medical
review physician will then discuss the case with the Covered Person's
Practitioner. The Covered Person's Practitioner is then notified of the
appeal's recommendation and referred to the [Carrier] for any further
appeals.]]

[REQUIRED HOSPITAL STAY REVIEW
Important Notice: If a Covered Person does not comply with these
Hospital stay review features, he or she will not be eligible for full
benefits under the Policy.

Notice of Hospital Admission Required
[Carrier] requires notice of all Hospital admissions. The times and
manner in which the notice must be given is described below. When
a Covered Person does not comply with the requirements of this section
[Carrier] reduces what it pays for covered Hospital charges as a penalty.

Pre-Hospital Review
All non-emergency Hospital admissions must be reviewed by [ABC]
before they occur. The Covered Person or the Covered Person's Practi­
tioner must notify [ABC] and request a pre-hospital review. [ABC] must
receive the notice and request as soon as possible before the admission

is scheduled to occur. For a maternity admission, a Covered Person or
his or her Practitioner must notify [ABC] and request a pre-hospital
review at least [60 days] before the expected date of delivery, or as soon
as reasonably possible.
When [ABC] receives the notice and request, [they] evaluate:

a. the Medical Necessity and Appropriateness of the Hospital ad­
mission;

b. the anticipated length of stay; and
c. the appropriateness of health care alternatives, like home health

care or other outpatient care.
[ABC] notifies the Covered Person's Practitioner, [by phone, of the
outcome of their review. And [they] confirm the outcome of [their]
review in writing.]
If [ABC] authorizes a Hospital admission, the authorization is valid for:

a. the specified Hospital;
b. the named attending Practitioner; and
c. the authorized length of stay.

The authorization becomes invalid and the Covered Person's admission
must be reviewed by [ABC] again if:

a. he or she enters a Facility other than the specified Facility;
b. he or she changes attending Practitioners; or
c. more than [60 days] elapse between the time he or she obtains

authorization and the time he or she enters the Hospital, except in the
case of a maternity admission.

Emergency Admission
[ABC] must be notified of all emergency admission by phone. This must
be done by the Covered Person or the Covered Person's Practitioner
no later than the end of the next regular working day, or as soon as
possible after the admission occurs.
When [ABC] is notified [by phone,] they require the following informa­
tion:

a. the Covered Person's name, social security number and date of
birth;

b. the Covered Person's group plan number;
c. the reason for the admission;
d. the name and location of the Hospital;
e. when the admission occurred; and
f. the name of the Covered Person's Practitioner.

Continued Stay Review
The Covered Person, or his or her Practitioner, must request a continued
stay review for any emergency admission. This must be done at the time
[ABC] is notified of such admission.
The Covered Person, or his or her Practitioner, must also initiate a
continued stay review whenever it is Medically Necessary and Ap­
propriate to change the authorized length of a Hospital stay. This must
be done before the end of the previously authorized length of stay.
[ABC] also has the right to initiate a continued stay review of any
Hospital admission. And [ABC) may contact the Covered Person's Practi­
tioner or Hospital by phone or in writing.
In the case of an emergency admission, the continued stay review
evaluates:

a. the Medical Necessity and Appropriateness of the Hospital ad­
mission;

b. the anticipated length of stay; and
c. the appropriateness of health care alternatives.

In all other cases, the continued stay review evaluates:
a. the Medical Necessity and Appropriateness of extending the

authorized length of stay; and
b. the appropriateness of health care alternatives.

[ABC] notifies the Covered Person's Practitioner [by phone, of the
outcome of the review. And [ABC] confirms the outcome of the review
in writing.] The notice always includes any newly authorized length of
stay.

Penalties for Non-Compliance
In the case of a non-emergency Hospital admission, as a penalty for
non-compliance, [[Carrier] reduces what it pays for covered Hospital
charges by 50%], if:

a. the Covered Person does not request a pre-hospital review; or
b. the Covered Person does not request a pre-hospital review as soon

as reasonably possible before the Hospital admission is scheduled to
occur; or
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c. [ABC's] authorization becomes invalid and the Covered Person
does not obtain a new one; or

d. [ABC] does not authorize the Hospital admission.
In the case of an emergency admission, as a penalty for non-compliance,
[[Carrier] reduces what it pays for covered Hospital charges by 50%],
if:

a. [ABC] is not notified of the admission at the times and in the
manner described above;

b. the Covered Person does not request a continued stay review; or
c. the Covered Person does not receive authorization for such con­

tinued stay.
The penalty applies to covered Hospital charges incurred after the
applicable time limit allowed for giving notice ends.
For any Hospital admission, if a Covered Person stays in the Hospital
longer than [ABC] authorizes, [Carrier] reduces what it pays for covered
Hospital charges incurred after the authorized length of stay ends by
50% as a penalty for non-compliance.
Penalties cannot be used to meet the Policy's:

a. Cash Deductible; or
b. Co-Insurance Caps.]

[REQUIRED PRE-SURGICAL REVIEW
Important Notice: If a Covered Person does not comply with these pre­
surgical review features, he or she will not be eligible for full benefits
under the Policy.
[Carrier] requires a Covered Person to get a pre-surgical review for any
non-emergency procedure performed outside of a Practitioner's office.
When a Covered Person does not comply with the requirements of this
section [Carrier] reduces what it pays for covered professional charges
for Surgery, as a penalty.
The Covered Person or his or her Practitioner, must request a pre­
surgical review from [ABC]. [ABC] must receive the request at least
24 hours before the Surgery is scheduled to occur. If the Surgery is being
done in a Hospital, on an Inpatient basis, the pre-surgical review request
should be made at the same time as the request for a pre-hospital review.
When [ABC] receives the request, they evaluate the Medical Necessity
and Appropriateness of the Surgery and they either:

a. approve the proposed Surgery, or
b. require a second surgical opinion regarding the need for the

Surgery.
[ABC] notifies the Covered Person's Practitioner, [by phone, of the
outcome of the review. [ABC] also confirms the outcome of the review
in writing.]

Required Second Surgical Opinion
If [ABC's] review does not confirm the Medical Necessity and Ap­
propriateness of the Surgery, the Covered Person must obtain a second
surgical opinion in order to get full benefits under the Policy. If the
second opinion does not confirm the medical necessity of the Surgery,
the Covered Person may obtain a third opinion, although he or she is
not required to do so.
[[ABC] will give the Covered Person a list of Practitioners in his or her
area who will give a second opinion.] The Covered Person may get the
second opinion from [a Practitioner on the list, or from] a Practitioner
of his or her own choosing, if the Practitioner:

a. is board certified and qualified, by reason of his or her specialty,
to give an opinion on the proposed Surgery;

b. is not a business associate of the Covered Person's Practitioner;
and

c. does not perform the Surgery if it is needed.
[[ABC] gives second opinion forms to the Covered Person. The Practi­
tioner he or she chooses fills them out, and then returns them to [ABC].]
[Carrier] covers charges for additional surgical opinions, including
charges for related x-ray and tests. But what [Carrier] pays is based on
all the terms of the Policy, except, these charges are not subject to the
Cash Deductible or Co-Insurance.

Pre-Hospital Review
If the Proposed Surgery is to be done on an Inpatient basis, the Required
Pre-Hospital Review section must be complied with. See the Required
Pre-Hospital Review section for details.

PROPOSALS

Penalties for Non-Compliance
As a penalty for non-compliance, [[Carrier] reduces what it pays for
covered professional charges, for Surgery by 50%], if:

a. the Covered Person does not request a pre-surgical review; or
b. [ABC] is not given at least 24 hours to review and evaluate the

proposed Surgery; or
c. [ABC] requires additional surgical opinions and the Covered Person

does not get those opinions before the Surgery is done; or
d. [ABC] does not confirm the need for Surgery.

Penalties cannot be used to meet the Policy's:
a. Cash Deductible; or
b. Co-Insurance Caps.]

[ALTERNATE TREATMENT FEATURES
Important Notice: No Covered Person is required, in any way, to accept
an Alternate Treatment Plan recommended by [DEF].

Definitions
"Alternate Treatment" means those services and supplies which meet
both of the following tests:

a. They are determined, in advance, by [DEF] to be Medically
Necessary and Appropriate and cost effective in meeting the long term
or intensive care needs of a Covered Person in connection with a
Catastrophic Illness or Injury.

b. Benefits for charges incurred for the services and supplies would
not otherwise be payable under the Policy.
"Catastrophic Illness or Injury" means one of the following:

a. head injury requiring an Inpatient stay
b. spinal cord Injury
c. severe burn over 20% or more of the body
d. multiple injuries due to an accident
e. premature birth
f. CVA or stroke
g. congenital defect which severely impairs a bodily function
h. brain damage due to either an accident or cardiac arrest or resulting

from a surgical procedure
i. terminal illness, with a prognosis of death within 6 months
j. Acquired Immune Deficiency Syndrome (AIDS)
k. chemical dependency
l. mental, nervous and psychoneurotic disorders
m. any other Illness or Injury determined by [DEF] or [Carrier] to

be catastrophic.

Alternate Treatment Plan
[DEF] will identify cases of Catastrophic Illness or Injury. The ap­
propriateness of the level of patient care given to a Covered Person
as well as the setting in which it is received will be evaluated. In order
to maintain or enhance the quality of patient care for the Covered
Person, [DEF] will develop an Alternate Treatment Plan.
An Alternate Treatment Plan is a specific written document, developed
by [DEF] through discussion and agreement with:

a. the Covered Person, or his or her legal guardian, if necessary;
b. the Covered Person's attending Practitioner; and
c. [Carrier].

The Alternate Treatment Plan includes:
a. treatment plan objectives;
b. course of treatment to accomplish the stated objectives;
c. the responsibility of each of the following parties in implementing

the plan:
• [DEF]
• attending Practitioner
• Covered Person
• Covered Person's family, if any; and

d. estimated cost and savings.
If [Carrier], [DEF], the attending Practitioner, and the Covered Person
agree [in writing,] on an Alternate Treatment Plan, the services and
supplies required in connection with such Alternate Treatment Plan will
be considered as Covered Charges under the terms of the Policy.
The agreed upon alternate treatment must be ordered by the Covered
Person's Practitioner.
Benefits payable under the Alternate Treatment Plan will be considered
in the accumulation of any Calendar Year and Per Lifetime maximums.
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Exclusion
Alternate Treatment does not include services and supplies that [Carrier]
determines to be Experimental or Investigational.]

[CENTERS OF EXCELLENCE FEATURES
Important Notice: No Covered Person is required, in any way, to receive
medical care and treatment at a Center of Excellence.

Definitions
"Center of Excellence" means a Provider that has entered into an
agreement with [Carrier] to provide health benefit services for specific
procedures. The Centers of Excellence are [identified in the Listing of
Centers of Excellence.]
"Pre-Treatment Screening Evaluation" means the review of past and
present medical records and current x-ray and laboratory results by the
Center of Excellence to determine whether the Covered Person is an
appropriate candidate for the Procedure.
"Procedure" means one or more surgical procedures or medical therapy
performed in a Center of Excellence.

Covered Charges
In order for charges to be Covered Charges, the Center of Excellence
must:

a. perform a Pre-Treatment Screening Evaluation; and
b. determine that the Procedure is Medically Necessary and Ap­

propriate for the treatment of the Covered Person.
Benefits for services and supplies at a Center of Excellence will be
[subject to the terms and conditions of the Policy. However, the Utiliza­
tion Review Features will not apply.]]

EXCLUSIONS
Payment will not be made for any charges incurred for or in connection
with:
Care or treatment by means of acupuncture except when used as a
substitute for other forms of anesthesia.
Services for ambulance for transportation from a Hospital or other health
care Facility, unless the Covered Person is being transferred to another
Inpatient health care Facility.
Blood or blood plasma which is replaced by or for a Covered Person.
Care and/or treatment by a Christian Science Practitioner.
Completion of claim forms.

Services or supplies related to cosmetic surgery, except as otherwise stated
in the Policy, unless it is required as a result of an Illness or Injury
sustained while covered under the Policy or to correct a functional defect
resulting from a congenital abnormality or developmental anomaly; com­
plications of cosmetic surgery; drugs prescribed for cosmetic purposes.
Services related to custodial or domiciliary care.
Denml care or treatment, including appliances, except as otherwise stated
in the Policy.
Services or supplies, the primary purpose of which is educational provid­
ing the Covered Person with any of the following: training in the activities
of daily living; instruction in scholastic skills such as reading and writing;
preparation for an occupation; or treatment for learning disabilities.
Experimenml or Investigational treatments, procedures, hospitalizations,
drugs, biological products or medical devices.
Extraction of teeth, except for bony impacted teeth.
Services or supplies for or in connection with:

a. exams to determine the need for (or changes of) eyeglasses or lenses
of any type;

b. eyeglasses or lenses of any type except initial replacements for loss
of the natural lens; or

c. eye surgery such as radial keratotomy, when the primary purpose
is to correct myopia (nearsightedness), hyperopia (farsightedness) or
astigmation (blurring).
Services or supplies provided by one of the following members of the
Employee's family: spouse, child, parent, in-law, brother, sister or
grandparent.
Care and/or treatment to enhance fertility using artificial and surgical
drugs and procedures, including, but not limited to, in vitro fertilization,
in vivo fertilization or gamete-intrafallopian-transfer (GIFT); surrogate
motherhood.

Services or supplies related to Hearing aids and hearing exams to de­
termine the need for hearing aids or the need to adjust them.
Services or supplies related to Herbal medicine.
Care or treatment by means of high dose chemotherapy, except as
otherwise stated in the Policy.
Services or supplies related to Hypnotism.

Services or supplies because the Covered Person engaged, or tried to
engage, in an illegal occupation or committed or tried to commit a felony.
Rlness or Injury, including a condition which is the result of disease or
bodily infirmity, which occurred on the job and which is covered or could
have been covered for benefits provided under workers' compensation,
employer'S liability, occupational disease or similar law.
Local anesthesia charges billed separately if such charges are included
in the fee for the Surgery.
Membership costs for health clubs, weight loss clinics and similar pro­
grams.
Services and supplies related to Marriage, career or financial counseling,
sex therapy or family therapy, nutritional counseling and related services.

Supplies related to Methadone maintenance.
Any charge identified as a Non-Covered Charge or which are specifically
limited or excluded elsewhere in the Policy and this [certificate], or which
are not Medically Necessary and Appropriate.
Non-prescription drugs or supplies, except insulin needles and syringes.
Services provided by a licensed pastoral counselor in the course of his
or her normal duties as a religious.
Personal convenience or comfort items including, but not limited to, such
items as TV's, telephones, first aid kits, exercise equipment, air con­
ditioners, humidifiers, saunas, hot tubs.
Services or supplies that are not furnished by an eligible Provider.
Services related to Private-Duty Nursing care, except as provided under
the Home Health Care section of this [certificate].
The amount of any charge which is greater than a Reasonable and
Customary Charge.

Services or supplies related to rest or convalescent cures.

Room and board charges for a Covered Person in any Facility for any
period of time during which he or she was not physically present ov­
ernight in the Facility.
Except as stated in the Preventive Care section, Routine examinations
or preventive care, including related x-rays and laboratory tests, except
where a specific Illness or Injury is revealed or where a definite
symptomatic condition is present; pre-marital or similar examinations or
tests not required to diagnose or treat Illness or Injury.
Services or supplies related to Routine Foot Care.
Self-administered services such as: biofeedback, patient-controlled
analgesia on an Outpatient basis, related diagnostic testing, self-care and
self-help training.
Services provided by a social worker, except as otherwise stated in the
Policy.
Services or supplies:

a. eligible for payment under either federal or state programs (except
Medicaid). This provision applies whether or not the Covered Person
asserts his or her rights to obtain this coverage or payment for these
services;

b. for which a charge is not usually made, such as a Practitioner
treating a professional or business associate, or services at a public health
fair;

c. for which a Covered Person would not have been charged if he
or she did not have health care coverage;

d. provided by or in a government Hospital unless the services are
for treatment:

• of a non-service Medical Emergency; or
• by a Veterans' Administration Hospital of a non-service related

Illness or Injury.
Smoking cessation aids of all kinds and the services of stop-smoking
providers.
Stand-by services required by a Provider.

Sterilization reversal-services and supplies rendered for reversal of
sterilization.
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Surgery, sex hormones, and related medical, psychological and psychiatric
services to change a Covered Person's sex; services and supplies arising
from complications of sex transformation.
Telephone consultations.

Transplants, except as otherwise listed in the Policy.
TransportJltion; travel.
VISion therapy.
Vitamins and dietary supplements.

Services or supplies received as a result of a war, declared or undeclared;
police actions; services in the armed forces or units auxiliary thereto;
or riots or insurrection.
Weight reduction or control, unless there is a diagnosis of morbid obesity;
special foods, food supplements, liquid diets, diet plans or any related
products.
Wigs, toupees, hair transplants, hair weaving or any drug if such drug is
used in connection with baldness.

CONTINUATION RIGHTS

COORDINATION AMONG CONTINUATION RIGHTS SECTIONS
As used in this section, COBRA means the Consolidated Omnibus
Budget Reconciliation Act of 1985 as enacted, and later amended.
A Covered Person may be eligible to continue his or her group health
benefits under this [certificate's] COBRA CONTINUATION RIGHTS
(CCR) section and under other continuation sections of this [certificate]
at the same time.
Continuation Under CCR and NEW JERSEY GROUP CONTINU­
ATION RIGHTS (NIGCR): If a Covered Person is eligible to continue
his or her group health benefits under both this [certificate's] CCR and
NIGCR sections, he or she may elect to continue under CCR, but cannot
continue under NIGCR.
Continuation Under CCR and any other continuation section of this
[certificate]:
If a Covered Person elects to continue his or her group health benefits
under both this [certificate's] CCR and any other continuation sections,
the continuations:

a. start at the same time;
b. run concurrently; and
c. end independently on their own terms.

While covered under more than one continuation section, the Covered
Person:

a. will not be entitled to duplicate benefits; and
b. will not be subject to the premium requirements of more than one

section at the same time.

AN IMPORTANT NOTICE ABOUT CONTINUATION RIGHTS
The following COBRA CONTINUATION RIGHTS section may not apply
to Your Employer's Policy. You must contact Your Employer to find
out if:

a. Your Employer is subject to the COBRA CONTINUATION
RIGHTS section in which case;

b. the section applies to You.

COBRA CONTINUATION RIGHTS

Important Notice
Under this section, "qualified continuee" means any person who, on the
day before any event which would qualify him or her for continuation
under this section, is covered for group health benefits under the Policy
as:

a. an active, covered Employee;
b. the spouse of an active, covered Employee; or
c. the Dependent child of an active, covered Employee. Any person

who becomes covered under the Policy during a continuation provided
by this section is not a qualified continuee.

If An Employee's Group Health Benefits Ends
If Your group health benefits end due to Your termination of employ­
ment or reduction of work hours, You may elect to continue such benefits
for up to 18 months, if:

a. You were not terminated due to gross misconduct; and
b. You are not entitled to Medicare.

PROPOSALS

The continuation:
a. may cover You and any other qualified continuee; and
b. is subject to the When Continuation Ends section.

Extra Continuation for Disabled Qualified Continuees
If a qualified continuee is determined to be disabled under Title II or
Title XVI of the United States Social Security Act on the date his or
her group health benefits would otherwise end due to Your termination
of employment or reduction of work hours, You may elect to extend
Your 18 month continuation period above for up to an extra 11 months.
To elect the extra 11 months of continuation, the qualified continuee
must give the Employer written proof of Social Security's determination
of his or her disability before the earlier of:

a. the end of the 18 month continuation period; and
b. 60 days after the date the qualified continuee is determined to be

disabled.
If, during this extra 11 month continuation period, the qualified con­
tinuee is determined to be no longer disabled under the Social Security
Act, he or she must notify the Employer within 30 days of such de­
termination, and continuation will end, as explained in the When Con­
tinuation Ends section.
An additional 50% of the total premium charge also may be required
from the qualified continuee by the Employer during this extra 11 month
continuation period.

If An Employee Dies While Insured
If You die while insured, any qualified continuee whose group health
benefits would otherwise end may elect to continue such benefits. The
continuation can last for up to 36 months, subject to the When Continu­
ation Ends section.

If An Employee's Marriage Ends
If Your marriage ends due to legal divorce or legal separation, any
qualified continuee whose group health benefits would otherwise end
may elect to continue such benefits. The continuation can last for up
to 36 months, subject to the When Continuation Ends section.

If A Dependent Loses Eligibility
If a Dependent child's group health benefits end due to his or her loss
of dependent eligibility as defined in the Policy, other than Your cov­
erage ending, he or she may elect to continue such benefits. However,
such Dependent child must be a qualified continuee. The continuation
can last for up to 36 months, subject to When Continuation Ends.

Concurrent Continuations
If a Dependent elects to continue his or her group benefits due to Your
termination of employment or reduction of work hours, the Dependent
may elect to extend his or her 18 month continuation period to up to
36 months, if during the 18 month continuation period, either:

a. the Dependent becomes eligible for 36 months of group health
benefits due to any of the reasons stated above; or

b. You become entitled to Medicare.
The 36 month continuation period starts on the date the 18 month
continuation period started, and the two continuation periods will be
deemed to have run concurrently.

The Qualified Continuee's Responsibilities
A person eligible for continuation under this section must notify the
Employer, in writing, of:

a. the legal divorce or legal separation of the Employee from his or
her spouse; or

b. the loss of dependent eligibility, as defined in the Policy, of an
insured Dependent child.
Such notice must be given to the Employer within 60 days of either of
these events.

The Employer's Responsibilities
The Employer must notify the qualified continuee, in writing, of:

a. his right to continue the Policy's group health benefits;
b. the monthly premium he or she must pay to continue such benefits;

and
c. the times and manner in which such monthly payments must be

made.
Such written notice must be given to the qualified continuee within 14
days of:
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a. the date a qualified continuee's group health benefits would
otherwise end due to Your death or Your termination of employment
or reduction of work hours; or

b. the date a qualified continuee notifies the Employer, in writing,
of Your legal divorce or legal separation from Your spouse, or the loss
of dependent eligibility of an insured Dependent child.

The Employer's Liability
The Employer will be liable for the qualified continuee's continued group
health benefits to the same extent as, and in place of [Carrier], if:

a. The Employer fails to remit a qualified continuee's timely premium
payment to [Carrier] on time, thereby causing the qualified continuee's
continued group health benefits to end; or

b. The Employer fails to notify the qualified continuee of his or her
continuation rights, as described above.

Election of Continuation
To continue his or her group health benefits, the qualified continuee
must give the Employer written notice that he or she elects to continue.
This must be done within 60 days of the date a qualified continuee
receives notice of his or her continuation rights from the Employer as
described above. And the qualified continuee must pay the first month's
premium in a timely manner.
The subsequent premiums must be paid to the Employer, by the qualified
continuee, in advance, at the times and in the manner specified by the
Employer. No further notice of when premiums are due will be given.
The monthly premium will be the total rate which would have been
charged for the group health benefits had the qualified continuee stayed
insured under the Policy on a regular basis. It includes any amount that
would have been paid by the Employer. Except as explained in the Extra
Continuation for Disabled Qualified Continuees section, an additional
charge of two percent of the total premium charge may also be required
by the Employer.
If the qualified continuee fails to give the Employer notice of his or
her intent to continue, or fails to pay any required premiums in a timely
manner, he or she waives his or her continuation rights.

Grace in Payment of Premiums
A qualified continuee's premium payment is timely if, with respect to
the first payment after the qualified continuee elects to continue, such
payment is made no later than 45 days after such election. In all other
cases, such premium payment is timely if it is made within 31 days of
the specified date.

When Continuation Ends
A qualified continuee's continued group health benefits end on the first
of the following:

a. with respect to continuation upon the employee'S termination of
employment or reduction of work hours, the end of the 18 month period
which starts on the date the group health benefits would otherwise end;

b. with respect to a disabled qualified continuee who has elected an
additional 11 months of continuation, the earlier of:

• the end of the 29 month period which starts on the date the
group health benefits would otherwise end; or

• the first day of the month which coincides with or next follows
the date which is 30 days after the date on which a final
determination is made that a disabled qualified continuee is no
longer disabled under Title II or Title XVI of the United States
Social Security Act;

c. with respect to continuation upon Your death, Your legal divorce
or legal separation, or the end of an insured Dependent's eligibility, the
end of the 36 month period which starts on the date the group health
benefits would otherwise end;

d. with respect to a Dependent whose continuation is extended due
to Your entitlement to Medicare, the end of the 36 month period which
starts on the date the group health benefits would otherwise end;

e. the date the Policy ends;
f. the end of the period for which the last premium payment is made;
g. the date he or she becomes covered under any other group health

plan which contains no limitation or exclusion with respect to any Pre­
Existing Condition of the qualified continuee;

h. the date he or she becomes entitled to Medicare.
A divorced spouse whose continued health benefits end as described
above may elect to convert some of these benefits to an individual
insurance policy. Read this [certificate's] Conversion Rights for Divorced
Spouses section for details.

NEW JERSEY GROUP CONTINUATION RIGHTS

If an Employee's Group Benefits End
If Your health coverage ends due to termination of employment for a
reason other than for cause, or reduction of work hours to below 25
hours per week, You may elect to continue such benefits for up to 12
months, subject to the When Continuation Ends section. At Your option,
You may elect to continue health coverage for any of Your then insured
Dependents whose coverage would otherwise end at this time. In order
to continue health coverage for Your Dependents, You must elect to
continue health coverage for Yourself.

What the Employee Must Do
To continue Your health coverage, You must send a written request
to the Employer within 30 days of the date of termination of employment
or reduction of work hours. You must also pay the first month's premium.
The first premium payment must be made within 30 days of the date
You elect continuation.
You must pay the subsequent premiums to the Employer, in advance,
at the times and in the manner [Carrier] specifies.
The monthly premium will be the total rate which would have been
charged for the small group benefits had You stayed insured under the
Policy on a regular basis. It includes any amount that Your Employer
would have paid. And an additional charge of 2% of the total premium
may be charged for the continued coverage.
If You fail to give the Employer notice that You elect to continue, or
fail to make any premium payment in a timely manner, You waive Your
continuation rights. All premium payments, except the first, will be
considered timely if they are made within 31 days of the specified due
dates.

The Continued Coverage
Your continued coverage will be identical to the coverage You had when
covered under the Policy on a regular basis. Any modifications made
under the Policy will apply to similarly situated continuees. [Carrier] does
not ask for proof of insurability in order for You to continue.

When Continuation Ends
A Covered Person's continued health coverage ends on the first of the
following:

a. the date which is 12 months from the date the small group benefits
would otherwise end;

b. the date the Covered Person becomes eligible for Medicare;
c. the end of the period for which the last premium payment is made;
d. the date the Covered Person becomes covered under another group

health benefits plan which contains no limitation or exclusion with
respect to any Pre-existing Condition of the Covered Person;

e. with respect to a Covered Person who becomes covered under
another group health benefits plan which contains a limitation or ex­
clusion with respect to a Pre-Existing Condition of the Covered Person,
the date such limitation or exclusion ends;

f. the date the Employer no longer provides any health benefit plans
for any of the Employer's Employees or their eligible Dependents; or

g. with respect to a Dependent, the date he or she is no longer an
eligible Dependent as defined in the Policy.

A TOTALLY DISABLED EMPLOYEE'S RIGHT TO CONTINUE
GROUP HEALTH BENEFITS

If An Employee is Totally Disabled
If You are Totally Disabled and Your group health benefits end because
Your active employment or membership in an eligible class ends due
to that disability, You can elect to continue Your group health benefits.
But You must have been insured by the Policy for at least three months
immediately prior to the date Your group health benefits ends. The
continuation can cover You, and at Your option, Your then insured
Dependents.

How And When To Continue Coverage
To continue group health benefits, You must give Your Employer written
notice that You elect to continue such benefits. And You must pay the
first month's premium. This must be done within 31 days of the date
Your coverage under the Policy would otherwise end.
Subsequent premiums must be paid to the Employer monthly, in ad­
vance, at the times and in the manner specified by the Employer. The
monthly premium You must pay will be the total rate charged for an
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active Full-Time Employee, insured under the Policy on a regular basis,
on the date each payment is due. It includes any amount which would
have been paid by the Employer.
[Carrier] will consider Your failure to give notice or to pay any required
premium as a waiver of Your continuation rights.
If the Employer fails, after the timely receipt of Your payment, to pay
[Carrier] on Your behalf, thereby causing Your coverage to end; then
such Employer will be liable for Your benefits, to the same extent as,
and in place of, [Carrier].

When This Continuation Ends
These continued group health benefits end on the first of the following:

a. the end of the period for which the last payment is made, if You
stop paying.

b. the date the Covered Person becomes employed and eligible or
covered for similar benefits by another group plan, whether it be an
insured or uninsured plan;

c. the date the Policy ends or is amended to end for the class of
Employees to which You belonged; or

d. with respect to a Dependent, the date he or she stops being an
eligible Dependent as defined in the Policy.

AN EMPLOYEE'S RIGHT TO CONTINUE GROUP HEALTH
BENEFITS DURING A FAMILY LEAVE OF ABSENCE

Important Notice
This section may not apply to Your Employer's Policy. You must contact
Your Employer to find out if:
• Your Employer must allow for a leave of absence under Federal law

in which case;
• the section applies to You.

If An Employee's Group Health Coverage Ends
Group health coverage may end for You because You cease Full-Time
work due to an approved leave of absence. Such leave of absence must
have been granted to allow You to care for a sick family member or
after the birth or adoption of a child. If so, Your group health benefits
insurance will be continued. Dependents' insurance may also be con­
tinued. You will be required to pay the same share of premium as before
the leave of absence.

When Continuation Ends
Insurance may continue until the earliest of:

a. the date You return to Full-Time work;
b. the end of a total leave period of 12 weeks in any 12 month period;
c. the date on which Your coverage would have ended had You not

been on leave; or
d. the end of the period for which the premium has been paid.

A DEPENDENT'S RIGHT TO CONTINUE GROUP HEALTH
BENEFITS
If You die, any of Your Dependents who were insured under the Policy
may elect to continue coverage. Subject to the payment of the required
premium, coverage may be continued until the earlier of:

a. 180 days following the date of Your death; or
b. the date the Dependent is no longer eligible under the terms of

the Policy.

CONVERSION RIGHTS FOR DIVORCED SPOUSES

IF AN EMPLOYEE'S MARRIAGE ENDS
If Your marriage ends by legal divorce or annulment, the group health
benefits for Your former spouse ends. The former spouse may convert
to an individual major medical policy during the conversion period. The
former spouse may insure under his or her individual policy any of his
or her Dependent children who were insured under the Policy on the
date the group health benefits ends. See exceptions below.

Exceptions
No former spouse may use this conversion right:

a. if he or she is eligible for Medicare; or
b. if it would cause him or her to be overinsured.

This may happen if the spouse is covered or eligible for coverage
providing similar benefits provided by any other plan, insured or not
insured. [Carrier] will determine if overinsurance exists using its stan­
dards for overinsurance.

PROPOSALS

HOW AND WHEN TO CONVERT
The conversion period means the 31 days after the date group health
benefits ends. The former spouse must apply for the individual policy
in writing and pay the first premium for such policy during the conversion
period. Evidence of insurability will not be required.

THE CONVERTED POLICY
The individual policy will provide the major medical benefits that [Car­
rier] is required to offer in the state where the Employer is located.
The individual policy will take effect on the day after group health
benefits under the Policy ends.
After group health benefits under the Policy ends, the former spouse
and any children covered under the individual policy may still be paid
benefits under the Policy. If so, benefits to be paid under the individual
policy will be reduced by the amount paid under the Policy.

EFFECT OF INTERACTION WITH A HEALTH MAINTENANCE
ORGANIZATION PLAN
HEALTH MAINTENANCE ORGANIZATION ("HMO") means a
prepaid alternative health care delivery system.
A Policyholder may offer its Employees HMO membership in lieu of
the group health benefits insurance provided by the Policy. If the
Employer does, the following provisions apply.

IF AN INSURED EMPLOYEE ELECTS HMO MEMBERSHIP

Date Group Health Benefits Insurance Ends
Insurance for You and Your Dependents will end on the date You
become an HMO member.

Benefits After Group Health Benefits Insurance Ends
When You become an HMO member, the Extended Health Benefits
section of this [certificate] will not apply to You and Your Dependents.

Exception:
IF, on the date membership takes effect, the HMO does not provide
benefits due to:
• an HMO waiting period
• an HMO Pre-Existing Conditions limit, or
• a confinement in a Hospital not affiliated with the HMO
AND the HMO provides benefits for total disability when membership
ends
THEN group health benefits will be paid until the first of the following
occurs:
• 90 days expire from the date membership takes effect
• the HMO's waiting period ends
• the HMO's Pre-Existing Conditions limit expires, or
• hospitalization ends.

IF AN HMO MEMBER ELECTS GROUP HEALTH BENEFITS
INSURANCE PROVIDED BY THE POLICY

Date Transfer To Such Insurance Takes Effect
Each Employee who is an HMO member may transfer to such insurance
by written request. If You elect to do so, any Dependents who are HMO
members must also be included in such request. The date such persons
are to be insured depends on when and why the transfer request is made.

request made during an open enrollment period
[Carrier] and the Policyholder will agree when this period will be. If
You request insurance during this period, You and Your Dependents
will be insured on the date such period ends.

request made because: • an HMO ends its operations
• Employee moves outside the HMO service

area
If You request insurance because membership ends for these reasons,
the date You and Your Dependents are to be insured depends on the
date the request is made.
If it is made:
• on or before the date membership ends, they will be insured on the

date such membership ends
• within 31 days after the date membership ends, they will be insured

on the date the request is made
• more than 31 days after the date membership ends, You and Your

Dependents will be Late Enrollees.
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request made because an HMO becomes insolvent
If You request insurance because membership ends for this reason, the
date You and Your Dependents are to be insured depends on the date
the request is made.
If it is made:
• within 31 days after the date membership ends, they will be insured

on the date the request is made
• more than 31 days after the date membership ends, You and Your

Dependents will be Late Enrollees.

request made at any other time
You may request insurance at any time other than that described above.
In this case, You and Your Dependents will be Late Enrollees.

Other Provisions Affected By A Transfer
If a person makes a transfer, the following provisions, if required by
the Policy for such insurance, will not apply on the transfer date:
• an Actively at Work requirement
• non-confinement, or similar requirement
• a waiting period, or
• Pre-Existing Conditions provisions.

Charges not covered
Charges incurred before a person becomes insured will be considered
Non-Covered Charges.

Maximum benefit
The total amount of benefits to be paid for each person will be the
maximum benefit specified in the Policy, regardless of any interruption
in such person's insurance under the Policy.

Right to change premium rates
[Carrier] has the right to change premium rates when, in its opinion,
its liability under the Policy is changed by interaction with an HMO plan.

COORDINATION OF BENEFITS

Purpose Of This Provision
A Covered Person may be covered for health expense benefits by more
than one plan. For instance, he or she may be covered by the Policy
as an Employee and by another plan as a Dependent of his or her spouse.
If he or she is, the provision allows [Carrier] to coordinate what [Carrier]
pays with what another plan pays. [Carrier] does this so the Covered
Person does not collect more in benefits than he or she incurs in charges.

DEFINITIONS
"Plan" means any of the following that provide health expense benefits
or services:

a. group or blanket insurance plans;
b. group hospital or surgical plans, or other service or prepayment

plans on a group basis;
c. union welfare plans, Employer plan, Employee benefits plans, trust­

eed labor and management plans, or other plans for members of a group;
d. programs or coverages required by law;
e. group or group-type hospital indemnity benefits which exceed

$250.00 per day;
f. group or group-type hospital indemnity benefits of $250.00 per day

or less for which You pay part of the premium; or
g. Medicare or other government programs which [Carrier] is allowed

to coordinate with by law.
"Plan" does not include:

a. Medicaid or any other government program or coverage which
[Carrier] is not allowed to coordinate with by law;

b. school accident type coverages written on either a blanket, group,
or franchise basis;

c. group or group-type hospital indemnity benefits of $250.00 per day
or less for which You pay the entire premium; nor

d. any plan [Carrier] says [Carrier] supplements, as named in the
Schedule.
"This plan" means the part of [Carrier's] group plan subject to this
provision.
"Member" means the person who receives a certificate or other proof
of coverage from a plan that covers him or her for health expense
benefits.
"Dependent" means a person who is covered by a plan for health
expense benefits, but not as a member.

"Allowable expense" means any necessary, reasonable, and usual item
of expense for health care incurred by a member or Dependent under
either this plan or any other plan. When a plan provides service instead
of cash payment, [Carrier] views the reasonable cash value of each service
as an allowable expense and as a benefit paid. [Carrier] also views items
of expense covered by another plan as an allowable expense, whether
or not a claim is filed under that plan.
The amount of reduction in benefits resulting from a member's or
Dependent's failure to comply with provisions of a primary plan is not
considered an allowable expense if such reduction in benefits is less than
or equal to the reduction that would have been made under the terms
of this Plan if this Plan had been primary. Examples of such provisions
are those related to second surgical opinions, precertification of ad­
missions or services, and preferred provider arrangements. This does not
apply where a primary plan is a health maintenance organization (HMO)
and the member or Dependent elects to have health services provide
outside the HMO. A primary plan is described below.
"Claim determination period" means a Calendar Year in which a
member or Dependent is covered by this plan and at least one other
plan and incurs one or more allowable expense under such plans.

How This Provision Works
[Carrier] applies provision when a member or Dependent is covered by
more than one plan. When this happens [Carrier] will consider each plan
separately when coordinating payments.
In order to apply this provision, one of the plans is called the primary
plan. All other plans are called secondary plans. The primary plan pays
first, ignoring all other plans. The secondary plans then pay the remaining
unpaid allowable expenses, but no plan pays more than it would have
without this provision.
If a plan has no coordination provision, it is primary. But, during any
claim determination period, when this plan and at least one other plan
have coordination provisions, the rules that govern which plan pays first
are as follows:

a. A plan that covers a person as a member pays first; the plan that
covers a person as a Dependent pays second.

b. A plan that covers a person as an active Employee or as a Depen­
dent of such Employee pays first. A plan that covers a person as a laid­
off or retired Employee or as a Dependent of such Employee pays
second.
But, if the plan that [Carrier] is coordinating with does not have a similar
provision for such persons, then b. will not apply.

c. Except for Dependent children of separated or divorced parents,
the following governs which plan pays first when the person is a Depen­
dent of a member:

A plan that covers a Dependent of a member whose birthday falls
earliest in the Calendar Year pays first. The plan that covers a Depen­
dent of a member whose birthday falls later in the Calendar Year pays
second. The member's year of birth is ignored.

But, if the plan that [Carrier] is coordinating with does not have a
similar provision for such persons, then c. wiIl not apply and the other
plan's coordination provision will determine the order of benefits.

d. For a Dependent child of separated or divorced parents, the follow­
ing governs which plan pays first when the person is a Dependent of
a member.

• When a court order makes one parent financially responsible
for the health care expenses of the Dependent child, then that
parent's plan pays first.

• If there is no such court order, then the plan of the natural
parent with custody pays before the plan of the stepparent with
custody; and

• The plan of the stepparent with custody pays before the plan
of the natural parent without custody.

If rules a, b, c and d do not determine which plan pays first, the plan
that has covered the person for the longer time pays first.
If, when [Carrier] applies this provision, [Carrier] pays less than [Carrier]
would otherwise pay, [Carrier] applies only that reduced amount against
payment limits of this plan.

[Carrier's] Right To Certain Information
In order to coordinate benefits, [Carrier] needs certain information. You
must supply [Carrier] with as much of that information as You can. But
if You cannot give [Carrier1all the information [Carrier] needs, [Carrier1
has the right to get this information from any source. And if another
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insurer needs information to apply its coordination provision, [Carrier]
has the right to give that insurer such information. If [Carrier] gives or
gets information under this section [Carrier] cannot be held liable for
such action.
When payment that should have been made by this plan has been made
by another plan, [Carrier] has the. right to repay that plan. If [Carrier]
does so, [Carrier] is no longer liable for that amount. And if [Carrier]
pays out more than [Carrier] should have, [Carrier] has the right to
recover the excess payment.

Small Claims Waiver
[Carrier] does not coordinate payments on claims of less than $50.00.
But if, during any claim determination period, more allowable expenses
are incurred that raise the claim above $50.00 [Carrier] will count the
entire amount of the claim when [Carrier] coordinates.

BENEFITS FOR AUTOMOBILE RELATED INJURIES
This section will be used to determine a person's benefits under the
Policy when expenses are incurred as a result of an automobile related
injury.

Definitions
"Automobile Related Injury" means bodily Injury sustained by a Covered
Person as a result of an accident:

a. while occupying, entering, leaving or using an automobile; or
b. as a pedestrian;

caused by an automobile or by an object propelled by or from an
automobile.
"Allowable Expense" means a medically necessary, reasonable and cus­
tomary item of expense covered at least in part as an eligible expense
by:

a. the Policy;
b. PIP; or
c.OSAIC.

"Eligible Expense" means that portion of expense incurred for treatment
of an Injury which is covered under the Policy without application of
Cash Deductibles and Co-Payments, if any or Co-Insurance.
"Out-of-State Automobile Insurance Coverage" or "OSAIC" means any
coverage for medical expenses under an automobile insurance policy
other than PIP. OSAIC includes automobile insurance policies issued
in another state or jurisdiction.
"PIP" means personal injury protection coverage provided as part of
an automobile insurance policy issued in New Jersey. PIP refers
specifically to provisions for medical expense coverage.

Determination of primary or secondary coverage
The Policy provides secondary coverage to PIP unless health coverage
has been elected as primary coverage by or for the Covered Person under
the Policy. This election is made by the named insured under a PIP
policy. Such election affects that person's family members who are not
themselves named insureds under another automobile policy. The Policy
may be primary for one Covered Person, but not for another if the person
has separate automobile policies and have made different selections
regarding primacy of health coverage.
The Policy is secondary to OSAIC, unless the OSAIC contains provisions
which make it secondary or excess to the policyholder's plan. In that
case the Policy will be primary.
If there is a dispute as to which policy is primary, the Policy will pay
benefits as if it were primary.

Benefits the Policy will pay if it is primary to PIP or OSAIC.
If the Policy is primary to PIP or OSAIC it will pay benefits for eligible
expenses in accordance with its terms.
The rules of the COORDINATION OF BENEFITS section of the Policy
will apply if:
• the covered Person is insured under more than one insurance plan;

and
• such insurance plans are primary to automobile insurance coverage.

Benefits the Policy will pay if it is secondary to PIP or OSAIC.
If the Policy is secondary to PIP or OSAIC the actual benefits payable
will be the lesser of:

a. the allowable expenses left uncovered after PIP or OSAIC has
provided coverage after applying Cash Deductibles and Co-Payments,
or

PROPOSALS

b. the benefits that would have been paid if the Policy had been
primary.

Medicare
If the Policy supplements coverage under Medicare it can be primary
to automobile insurance only to the extent that Medicare is primary to
automobile insurance.

MEDICARE AS SECONDARY PAYOR

IMPORTANT NOTICE
The following sections regarding Medicare may not apply to Your
Employer's Policy. You must contact Your Employer to find out if Your
Employer is subject to Medicare as Secondary Payor rules.
If Your Employer is subject to such rules, this Medicare as Secondary
Payor section applies to You.
If Your Employer is NOT subject to such rules, this Medicare as
Secondary Payor section does not apply to You, in which case, Medicare
will be the primary health plan and the Policy will be the secondary
health plan for Covered Persons who are eligible for Medicare.
The following provisions explain how the Policy's group health benefits
interact with the benefits available under Medicare as Secondary Payor
rules. A Covered Person may be eligible for Medicare by reason of age,
disability, or End Stage Renal Disease. Different rules apply to each
type of Medicare eligibility, as explained below.
With respect to the following provisions:

a. "Medicare" when used above, means Part A and B of the health
care program for the aged and disabled provided by Title XVII of the
United States Social Security Act, as amended from time to time.

b. A Covered Person is considered to be eligible for Medicare by
reason of age from the first day of the month during which he or she
reaches age 65. However, if the Covered Person is born on the first
day of a month, he or she is considered to be eligible for Medicare from
the first day of the month which is immediately prior to his or her 65th
birthday.

c. A "primary" health plan pays benefits for a Covered Person's
Covered Charge first, ignoring what the Covered Person's "secondary"
plan pays. A "secondary" health plan then pays the remaining unpaid
allowable expenses. See the Coordination of Benefits section for a
definition of "allowable expense".

[d. "We" means Carrier]

MEDICARE ELIGffiILITY BY REASON OF AGE

Applicability
This section applies to You or Your insured spouse who is eligible for
Medicare by reason of age.
Under this section, such an Employee or insured spouse is referred to
as a "Medicare eligible".
This section does not apply to:

a. a Covered Person, other than an Employee or insured spouse
b. an Employee or insured spouse who is under age 65, or
c. a Covered Person who is eligible for Medicare solely on the basis

of End Stage Renal Disease.

When An Employee or Insured Spouse Becomes Eligible For Medicare
When an Employee or insured spouse becomes eligible for Medicare
by reason of age, he or she must choose one of the two options below.
Option (A)-The Medicare eligible may choose the Policy as his or her
primary health plan. If he or she does, Medicare will be his or her
secondary health plan. See the When The Policy is Primary section
below, for details.
Option (B)-The Medicare eligible may choose Medicare as his or her
primary health plan. If he or she does, group health benefits under the
Policy will end. See the When Medicare is Primary section below, for
details.
If the Medicare eligible fails to choose either option when he or she
becomes eligible for Medicare by reason of age, [Carrier] will pay benefits
as if he or she had chosen Option (A).

When the Policy is primary
When a Medicare eligible chooses the Policy as his or her primary health
plan, if he or she incurs a Covered Charge for which benefits are payable
under both the Policy and Medicare, the Policy is considered primary.
The Policy pays first, ignoring Medicare. Medicare is considered the
secondary plan.
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When Medicare is primary
If a Medicare eligible chooses Medicare as his or her primary health
plan, he or she will no longer be covered for such benefits by the Policy.
Coverage under the Policy will end on the date the Medicare eligible
elects Medicare as his or her primary health plan.
A Medicare eligible who elects Medicare as his or her primary health
plan, may later change such election, and choose the Policy as his or
her primary health plan.

MEDICARE EUGmILIlY BY REASON OF DISABILIlY

Applicability
This section applies to a Covered Person who is:

a. under age 65; and
b. eligible for Medicare by reason of disability.

Under this section, such Covered Person is referred to as a "disabled
Medicare eligible".
This section does not apply to:

a. a Covered Person who is eligible for Medicare by reason of age;
or

b. a Covered Person who is eligible for Medicare solely on the basis
of End Stage Renal Disease.

When a Covered Person Becomes Eligible For Medicare
When a Covered Person becomes eligible for Medicare by reason of
disability, Medicare is the primary plan. The Policy is the secondary plan.
If a Covered Person is eligible for Medicare by reason of disability, he
or she must be covered by both Parts A and B. If he or she is not,
he or she must meet the Medicare Alternate Deductible shown in the
Schedule.

MEDICARE EUGIBILIlY BY REASON OF END STAGE
RENAL DISEASE

Applicability
This section applies to a Covered Person who is eligible for Medicare
on the basis of End Stage Renal Disease (ESRD).
Under this section, such Covered Person is referred to as a "ESRD
Medicare eligible".
This section does not apply to a Covered Person who is eligible for
Medicare by reason of disability.

When A Covered Person Becomes Eligible For Medicare Due to ESRD
When a Covered Person becomes eligible for Medicare solely on the
basis of ESRD, for a period of up to 18 consecutive months, if he or
she incurs a charge for the treatment of ESRD for which benefits are
payable under both the Policy and Medicare, the Policy is considered
primary. The Policy pays first, ignoring Medicare. Medicare is considered
the secondary plan.
This 18 month period begins on the earlier of:

a. the first day of the month during which a regular course of renal
dialysis starts; and

b. with respect to an ESRD Medicare eligible who receives a kidney
transplant, the first day of the month during which such Covered Person
becomes eligible for Medicare.
After the 18 month period described above ends, if an ESRD Medicare
eligible incurs a charge for which benefits are payable under both the
Policy and Medicare, Medicare is the primary plan. The Policy is the
secondary plan. If a Covered Person is eligible for Medicare on the basis
of ESRD, he or she must be covered by both Parts A and B. If he
or she is not, he or she must meet the Medicare Alternate Deductible
shown in the Schedule.

RIGHT TO RECOVERY-THIRD PARTY LIABIUTY
As used in this section:
"Covered Person" means an Employee or Dependent, including the legal
representative of a minor or incompetent, insured by the Policy.
"Reasonable pro-rata Expenses" are those costs such as lawyers fees and
court costs, incurred to effect a third party payment, expressed as a
percentage of such payment.
"Third Party" means anyone other than [Carrier), the Employer or the
Covered Person.
If a Covered Person makes a claim to [Carrier) for benefits under the
Policy prior to receiving payment from a third party or its insurer, the

Covered Person must agree, in writing, to repay [Carrier) from any
amount of money they receive from the third party, or its insurer for
an Illness or Injury.
[Carrier) shall require the return of health benefits paid for an Illness
or Injury, up to the amount a Covered Person receives for that Illness
or Injury through:

a. a third party settlement;
b. a satisfied judgment; or
c. other means.

[Carrier) will only require such payment when the amounts received
through such settlement, judgment or otherwise, are specifically iden­
tified as amounts paid for health benefits for which [Carrier) has paid
benefits.
The repayment will be equal to the amount of benefits paid by [Carrier).
However, the Covered Person may deduct the reasonable pro-rata ex­
penses, incurred in effecting the third party payment from the repayment
to [Carrier).
The repayment agreement will be binding upon the Covered Person
whether:

a. the payment received from the third party, or its insurer, is the
result of a legal judgment, an arbitration award, a compromise settle­
ment, or any other arrangement, or

b. the third party, or its insurer, has admitted liability for the payment.
[Carrier) will not pay any benefits under the Policy to or on behalf of
a Covered Person, who has received payment in whole or in part from
a third party, or its insurer for past or future charges for an Illness or
Injury, resulting from the negligence, intentional act, or no-fault tort
liability of a third party.

STATEMENT OF ERISA RIGHTS
As a participant, an Employee is entitled to certain rights and protection
under the Employee Retirement Income Security Act of 1974 (ERISA).
ERISA provides that all plan participants shall be entitled to:

a. Examine, with charge, all plan documents, including insurance con­
tracts, collective bargaining agreements and copies of all documents filed
by the plan with the U.S. Department of Labor, such as detailed annual
reports and plan descriptions. The document may be examined at the
Plan Administrator's office and at other specified locations such as
worksites and union halls.

b. Obtain copies of all plan documents and other plan information
upon written request to the Plan Administrator, who may make a
reasonable charge for the copies.

c. Receive a summary of the plan's annual financial report from the
Plan Administrator (if such a report is required).
In addition to creating rights for plan participants, ERISA imposes duties
upon the people called "Fiduciaries", who are responsible for the opera­
tion of the Employee benefits plan. They have a duty to operate the
plan prudently and in the interest of plan participants and beneficiaries.
An Employer may not fire the Employee or otherwise discriminate
against him or her in any way to prevent him or her from obtaining
a welfare benefit or exercising his or her rights under ERISA. If an
Employees' claim for welfare benefits is denied in whole or in part, he
or she must receive a written explanation of the reason for the denial.
The Employee has the right to have his or her claim reviewed and
reconsidered.
Under ERISA, there are steps an Employee can take to enforce the
above rights. For instance, the Employee may file suit in a federal court
if he or she requests materials from the plan and does not receive them
within 30 days. The court may require the Plan Administrator to provide
the materials and pay the Employee, up to $100.00 a day until he or
she receives them (unless the materials were not sent because of reasons
beyond the administrator's control). If his or her claim for benefit is
denied in whole or in part, or ignored, he or she may file suit in a state
or federal court. If plan fiduciaries misuse the plan's money, or dis­
criminate against him or her for asserting his or her rights, he or she
may seek assistance from the U.S. Department of Labor, or file suit
in a federal court. If he or she is successful, the court may order the
person the Employee has sued to pay court costs and legal fees. If he
or she loses, the court may order him or her to pay, for example, if
it finds his or her claim is frivolous. If the Employee has any question
about his or her plan, he or she should contact the Plan Administrator.
If he or she has any questions about this statement or about his or her
rights under ERISA he or she should contact the nearest Area Office
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of the U.S. Labor-Management Services Administration, Department of
Labor.

CLAIMS PROCEDURE
Claim forms and instructions for filing claims may be obtained from the
Plan Administrator. Completed claim forms and any other required
material should be returned to the Plan Administrator for submission
to [Carrier].
[Carrier] is the Claims Fiduciary with discretionary authority to de­
termine eligibility for benefits and to construe the terms of the plan with
respect to claims.
In addition to the basic claim procedure explained in the Employee's
certificate, [Carrier] will also observe the procedures listed below. All
notifications from [Carrier] will be in writing.
a. If a claim is wholly or partially denied, the claimant will be notified
of the decision within 45 days after [Carrier] received the claim.
b. If special circumstances require a extension of time for processing
the claim, written notice of the extension shall be furnished to the
claimant prior to the termination of the initial 90-day period. In no event
shall such extension exceed a period of 90 days from the end of such
initial period. The extension notice shall indicate the special circum­
stances requiring an extension of time and the date by which [Carrier]
expects to render the final decision.
c. If a claim is denied, [Carrier] will provide the Plan Administrator,
for delivery to the claimant, a notice that will set forth:

• the specific reason(s) the claim is denied;
• specific references to the pertinent plan provision on which the

denial is based;
• a description of any additional material or information needed

to make the claim valid, and an explanation of why the material
or information is needed;

• and explanation of the plan's claim review procedure.
A claimant must file a request for review of a denied claim within 60
days after receipt of written notification of denial of a claim.
d. [Carrier] will notify the claimant of its decision within 60 days of
receipt of the request for review. If special circumstances require an
extension of time for processing, [Carrier] will render a decision as soon
as possible, but no later than 120 days after receiving the request.
[Carrier] will notify the claimant about the extension.
The above procedures are required under the provisions of ERISA.

EXHIBIT X
PART 1

EXPLANATION OF BRACKETS-CERTIFICATE FORMS

(PLANS A, B, C, D, E)
All text which is enclosed in brackets [ ] is variable. Such text may
generally be categorized in four ways.
1. Some areas of variability are self-explanatory. Examples include: [Car­
rier], [Policyholder], and [ABC].
2. Some areas of variability are noted with brief explanations within the
text. Examples include: use of Planholder, PPO, and POS text.
3. Some areas of variability are intended to allow for flexibility in terms
of a carrier's administrative practices.
4. Some areas of variability are subject to ranges and parameters
specified in statute and/or regulation.
Areas of variability which may require clarification and explanation as
to use, are explained below. The order of the list is consistent with the
order of appearance in the certificate forms.
1. The face page text may be modified to be consistent with a Carrier's
methods of certificate personalization. The certificate level data that is
illustrated on the face page may appear on a separate schedule or sticker,
or may be incorporated in the body of the certificate. Carriers may also
elect to issue no-name certificates.
2. The term "certificate" may be replaced with certificate booklet
certificate of insurance, employee booklet, booklet certificate, eVidenc~
of coverage, or similar titles used to identify the document provided to
employees insured under an employer's group policy.
3. Variable amounts appearing in the Schedule of Insurance may be
included on the Schedule, or specified on the face page, sticker, or
separate schedule, as discussed above.

PROPOSALS

4. The Payment of Premiums-Grace Period section of the General
Provisions may be omitted from the certificate, at the option of the
Carrier.
5. Dividend text which appears both on the Face Page and in the
General Provisions should only be included by Carriers that could pay
dividends. At the option of the carrier, such text may be omitted from
the certificate.
6. The Notice of Loss provision of the Claims Provisions may be omitted
at the option of the Carrier.
7. The Payment of Claims provision of the Claims Provisions should
include the second or third sentence of the last paragraph, as ap­
propriate.
8. The definition of Reasonable and Customary should only include a
reference to the negotiated fee schedule if the Carrier is offering the
plan using a Preferred Provider Option or a Point of Service delivery
system.
9. The Definition of "You, Your and Yours" may be omitted. If omitted,
references throughout the text to You, Your and Yours should be
replaced with Employee terminology.
10. The Waiting Period provision of the Employee Coverage provision
may be omitted or included at the option of the Employer. If included,
the period may not exceed 6 months and must satisfy the requirements
of regulation.
11. The date Employee and Dependent coverage ends may vary to
accommodate Employer and/or Carrier administration practices. For
example, coverage may end immediately or may end at the end of the
month following a termination event.
12. The Utilization Review Features provisions may be omitted in their
entirety, or only one section, the Required Hospital Stay Review or the
Required Pre-Surgical Review section may be omitted. If any portion
of Utilization Review Features is to be included, either the text must
conform to the text of the standard form, except that the penalty for
non-compliance may be adjusted to reflect a different percentage, or
to utilize a dollar penalty; or the text must be submitted to the Board
and the Department of Insurance for review and approval prior to use,
as specified in regulation.
13. The Alternate Treatment Features provisions may be omitted. Car­
rier may administratively provide for such provisions. If included in the
policy, the text must conform to the text of the standard form.
14. The Centers of Excellence Features provisions may be omitted. If
included in the policy, the text must conform to the text of the standard
form.

(RIDERS)
All text which is enclosed in brackets [ ] is variable.
Some areas of variability are self-explanatory. Examples include: [Car­
rier], [XYZ], and [ABC].
Some areas of variability are noted with brief explanations on the text.
An example is the rider closure.
The Co-Payment amounts in the Mental and Nervous Conditions and
Substance Abuse rider may vary to be consistent with any other Co­
Payment amounts allowed for HMO plans.
The Appeals Procedure in the Mental and Nervous Conditions and
Substance Abuse rider may vary to conform to a carrier's and/or health
care review organization's procedure.

EXHIBIT X
PART 2

EXPLANATION OF BRACKETS (HMO PLAN)
All text which is enclosed in brackets [ ] is variable. Such text may
generally be categorized in four ways.
a. Some areas of variability are self-explanatory. Examples include: [Car­
rier], [Contract Holder], and [ABC].
b. Some areas of variability are noted with brief explanations within the
text.
c. Some areas of variability are intended to allow for flexibility in terms
of a carrier's administrative practices.
d. Some areas of variability are subject to ranges and parameters
specified in statute and/or regulation.
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EXHIBIT Y

$150 Copayment/day for a max­
imumum of 5 days/admission. Max­
imum Copayment $1,500/Calendar
Year. Unlimited days.
$15 Copayment/visit

None
$15 Copayment/visit; no Copayment
if any other Copayment applies.
$50 Copayment/visit/Member (credi­
ted toward Inpatient Admission if
Admission occurs within 24 hours as
a result of the same or related Ill­
ness or Injury for which the person
visited the Emergency Room)
$15 Copayment/visit.
Unlimited days, if preapproved.
Unlimited days, if preapproved.

$25 Copayment for initial visit only.

COPAYMENTS[/COINSURANCE]:

$15 Copayment/visit maximum 20
visits/Calendar Year.
$150 Copayment/day for a maximum
of 5 days per admission. Maximum
Copayment $1,500/Calendar Year.
Maximum of 30 days inpatient carel
Calendar Year. One Inpatient day
may be exchanged for two Outpa­
tient visits.
$15 Copayment/visit (excludes
Routine Foot Care).
$15 Copayment/visit.
50% Coinsurance [May be
substituted by Carrier with $15
Copayment.]
$15 Copayment/visit.

$15 Copayment/visit.
Subject to the Inpatient Hospital
Services Copayment above. The
Copayment does not apply if Ad­
mission is immediately preceeded by
a Hospital Inpatient Stay.

TABLE OF CONTENTS
Section Page
I. SCHEDULE OF SERVICES .
II. DEFINITIONS .
III. ELIGIBILITY .
IV. COVERED SERVICES AND SUPPLIES .
V. NON·COVERED SERVICES AND SUPPLIES .
VI. GRIEVANCE PROCEDURE .
VII. COORDINATION OF BENEFITS AND SERVICES ..
VIII. MEMBER GENERAL PROVISIONS .
IX. CONTINUATION PROVISIONS .
X. RIGHT OF RECOVERy .
XI. EFFECT OF MEDICARE ON THE COVERAGE .

I. SCHEDULE OF SERVICES
THE SERVICES OR SUPPLIES COVERED ARE SUBJECT TO ALL
COPAYMENTS [AND COINSURANCE] AND ARE DETERMINED
PER CALENDAR YEAR PER MEMBER, UNLESS OTHERWISE
STATED. MAXIMUMS ONLY APPLY TO THE SPECIFIC SERVICES
PROVIDED.

[SERVICES
HOSPITAL SERVICES:

INPATIENT

EMERGENGY ROOM

INPATIENT

OUTPATIENT
DOCTOR SERVICES
RECEIVED AT A HOSPITAL:

INPATIENT
OUTPATIENT

PODIATRIC

PRE-ADMISSION TESTING
PRESCRIPTION DRUG

PRIMARY CARE PHYSICIAN
[OR CARE MANAGER]
SERVICES
PRIMARY CARE SERVICES
REHABILITATION SERVICES

OUTPATIENT SURGERY
HOME HEALTH CARE
HOSPICE SERVICES
MATERNITY (PRE-NATAL
CARE)
MENTAL NERVOUS
CONDITIONS AND
SUBSTANCE ABUSE:

OUTPATIENT

President]

[ABC Company]
[G-12345]
[John Doe]]
[C-123456]]

[January 1, 1994]

Areas of variability, which may require clarification and explanation as
to use, are explained below. The order of the list is consistent with the
order of appearance in Evidence of Coverage forms.
1. The face page text may be modified to be consistent with a Carrier's
methods of Evidence of Coverage personalization. The data reflected
on the face page may appear on a separate schedule or sticker, or may
be incorporated in the body of the document. Carriers may also elect
to use a no-name Evidence of Coverage.
2. The term "Evidence of Coverage" may be replaced with another
similar term to adapt to a carrier's typical practice of providing employees
with proof of coverage documents.
3. Co-Payments may be elected by the Employer, subject to the avail­
ability specified in regulation.
4. Actively At Work requirement can be deleted. Federally Qualified
HMOs cannot apply Active Work Requirements.
5. The Pre-Existing Condition exclusion can be deleted. Federally
Qualified HMOs cannot apply the Pre-Existing Condition Exclusion.
6. OB/GYNs can be considered Primary Care Physicians.
7. Eligible class references can be removed.
8. The Waiting Period provision of the Employee Coverage Provision
may be omitted or included at the option of the Employer. If included,
the period may not exceed 6 months and must satisfy the requirements
of regulation.
9. The date Employee and Dependent coverage ends may vary to accom­
modate Employer and/or Carrier administration practices. For example,
coverage may end immediately or may end at the end of the month
following a termination event.
10. Small Claims Waiver can be deleted.
11. Transfer of Primary Care Physician can occur according to Carrier
administration.

[Carrier] HMO PLAN

SMALL GROUP HEALTH MAINTENANCE ORGANIZATION
EVIDENCE OF COVERAGE

[[Carrier] certifies that the Employee named below is entitled to Covered
Services and Supplies described in this Evidence of Coverage, as of the
effective date shown below, subject to the eligibility and effective date
requirements of the Contract.]
[The Contract is an agreement between [Carrier] and the Contract
Holder. This Evidence of Coverage is a summary of the Contract
Provisions that affect Your Coverage. All Covered Services and Supplies
and Non-Covered Services and Supplies are subject to the terms of the
Contract.]
CONTRACT HOLDER:
GROUP CONTRACT NUMBER:
[EMPLOYEE:
[CERTIFICATE NUMBER:
EFFECTIVE DATE OF

EVIDENCE OF COVERAGE:
[COVERED CLASSES:
[All Employees of the Contract Holder (and its Associated Companies)
who permanently reside in the Service Area and are eligible or covered
under the Group Care Health Plan.]]
SERVICE AREA: [The State of New Jersey]
AFFILIATED COMPANIES: [DEF Company]
COST OF THE COVERAGE:
[The coverage in this Evidence of Coverage is Contributory Coverage.
You will be informed of the amount of Your contribution when You
enroll.]
[HMO's Address: [400 Main Street

Chester, New Jersey 00000]
This Evidence of Coverage replaces any older Evidence of Coverage
isued to You for the Group Health Care Plan.
[Secretary
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$15 Copayment/visit.
$15 Copayment/visit.
Unlimited days, if preapproved.
$15 Copayment/visit.
$15 Copayment/visit.

INSURANCE

SECOND SURGICAL OPINION
SPECIALIST SERVICES
SKILLED NURSING CENTER
THERAPY SERVICES
DIAGNOSTIC SERVICES
(OUTPATIENT)
NOTE: NO SERVICES OR SUPPLIES WILL BE PROVIDED IF A
MEMBER FAILS TO OBTAIN PRE-AUTHORIZATION OF CARE
THROUGH HIS OR HER PRIMARY CARE PHYSICIAN. READ THE
ENTIRE EVIDENCE OF COVERAGE CAREFULLY BEFORE OB·
TAINING MEDICAL CARE, SERVICES OR SUPPLIES.
REFER TO THE SECTION OF THIS EVIDENCE OF COVERAGE
CALLED "NON-COVERED SERVICES AND SUPPLIES" TO SEE
WHAT THE SERVICES AND SUPPLIES ARE FOR WHICH A
MEMBER IS NOT ELIGIBLE.

II. DEFINITIONS
The words shown below have specific meanings when used in this
Evidence of Coverage. Please read these definitions carefully. Through­
out the Evidence of Coverage, these defined terms appear with their
initial letters capitalized. They will help Members understand what
services are provided under the Group Health Care Plan.
[ACTIVELY AT WORK or ACTIVE WORK. Performing, doing,
participating or similarly functioning in a manner usual for the task for
full pay, at the Employer's place of business, or at any other place that
the Employer's business requires You to go.]
ALCOHOL ABUSE. Abuse of or addiction to alcohol.
AMBULANCE. A certified transportation vehicle for transporting III or
Injured people that contains all life-saving equipment and staff as re­
quired by applicable state and local law.
AFFILIATED COMPANY. A corporation or other business entity af­
filiated with the Contract Holder through common ownership of stock
or assets.
BOARD. The Board of Directors of the New Jersey Small Employer
Health Program.
CALENDAR YEAR. Each successive twelve-month period starting on
January 1 and ending on December 31.
[CARE MANAGER. An entity designated by Us to manage, assess,
coordinate, direct and authorize the appropriate level of health care
treatment.]
COINSURANCE. The percentage of Covered Services or Supplies that
must be paid by a Member. Coinsurance does not include Copayments.]
CONTRACT. The contract, including the application and any riders,
amendments or endorsements, between the Employer and [Carrier]
which defines the terms and conditions under which the [Carrier] agrees
[to provide or arrange] health care for the Employer's Employees [or
members].
CONTRACT HOLDER. Employer or organization which purchased the
Contract.
COPAYMENT. A specified dollar amount which Member must pay for
certain Covered Services or Supplies.
COVERED SERVICES OR SUPPLIES. The types of services and sup­
plies described in the "Covered Services and Supplies" section of this
Evidence of Coverage.
Read the entire Evidence of Coverage to find out what We limit or
exclude.
CUSTODIAL CARE. Any service or supply, including room and board,
which:

(a) is furnished mainly to help a Member meet his or her routine
daily needs; or

(b) can be furnished by someone who has no professional health care
training or skills.
DEPENDENT.
Your:

a. legal spouse;
b. unmarried Dependent child who is under age 19; and
c. unmarried Dependent child from age 19 until his or her 23rd

birthday, who is enrolled as a full-time student at an accredited school.
We can require periodic proof of a Dependent child's status as a full­
time student.

PROPOSALS

Under certain circumstances, an incapacitated child is also a Dependent.
See the Eligibility section.
Your "unmarried Dependent child" includes Your legally adopted child,
Your step-child if such step-Child depends on You for most of his or
her support and maintenance and children under a court appointed
guardianship. We treat a child as legally adopted from the time the child
is placed in the home for purpose of adoption. We treat such a child
this way whether or not a final adoption order is ever issued.
A Dependent is not a person who is on active duty in any armed force.
A Dependent is not a person who is covered by the Group Health Care
Plan as an Employee.
At Our discretion, We can require proof that a person meets the
definition of a Dependent.
DEPENDENT'S ELIGffiILITY DATE.
The later of:

a. Your Employee Eligibility Date; or
b. the date the person first becomes a Dependent.

DIAGNOSTIC SERVICES. Procedures ordered by a recognized Provider
because of specific symptoms to diagnose a specific condition or disease.
Some examples include, but are not limited to:

(a) radiology, ultrasound, and nuclear medicine;
(b) laboratory and pathology; and
(c) EKG's, EEG's, and other electronic diagnostic tests.

DISCRETION. Our sole right to make a decision or determination.
DURABLE MEDICAL EQUIPMENT. Equipment We Determine to be:

(a) designed and able to withstand repeated use;
(b) used primarily and customarily for a medical purpose;
(c) is generally not useful to a Member in the absence of an Illness

or Injury; and
(d) suitable for use in the home.

Durable Medical Equipment includes, but is not limited to, apnea
monitors, breathing equipment, hospital-type beds, walkers, and wheel­
chairs.
Among other things, Durable Medical Equipment does not include:
adjustments made to vehicles, air conditioners, air purifiers, humidifiers,
dehumidifiers, elevators, ramps, stair glides, Emergency Alert equipment,
handrails, heat appliances, improvements made to a Member's home or
place of business, waterbeds, whirlpool baths, exercise and massage
equipment.
EFFECTIVE DATE. The date on which coverage begins under the Group
Health Care Plan for a Member.
EMPLOYEE. A Full-Time Employee (25 hours per week) of the
Employer. Partners, Proprietors, and independent contractors will be
treated like Employees, if they meet all of the Group Health Care Plan's
conditions of eligibility.
EMPLOYEE ELIGffiILITY DATE.

a. the date of employment; or
b. the day after any applicable waiting period ends.

EMPLOYER. [ABC Company].
EXPERIMENTAL OR INVESTIGATIONAL.
Services or supplies which We Determine are:

(a) not of proven benefit for the particular diagnosis or treatment of
a Member's particular condition; or

(b) not generally recognized by the medical community as effective
or appropriate for the particular diagnosis or treatment of a Member's
particular condition; or

(c) provided or performed in special settings for research purposes
or under a controlled environment or clinical protocol.
Unless otherwise required by law with respect to drugs which have been
prescribed for the treatment of a type of cancer for which the drug has
not been approved by the United States Food and Drug Administration
(FDA), We will not cover any services or supplies, including treatment,
procedures, drugs, biological products or medical devices or any
hospitalizations in connection with Experimental or Investigational
services or supplies.
We will also not cover any technology or any hospitalization in connec­
tion with such technology if such technology is obsolete or ineffective
and is not used generally by the medical community for the particular
diagnosis or treatment of a Member's particular condition.
Governmental approval of a technology is not necessarily sufficient to
render it of proven benefit or appropriate or effective for a particular
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diagnosis or treatment of a Member's particular condition, as explained
below.
We will apply the following five criteria in Determining whether services
or supplies are Experimental or Investigational:

1. any medical device, drug, or biological product must have received
final approval to market by the United States Food and Drug Adminis­
tration (FDA) for the particular diagnosis or condition. Any other
approval granted as an interim step in the FDA regulatory process, e.g.,
an Investigational Device Exemption or an Investigational New Drug
Exemption, is not sufficient. Once FDA approval has been granted for
a particular diagnosis or condition, use of the medical device, drug or
biological product for another diagnosis or condition will require that
one or more of the following established reference compendia:

I. The American Medical Association Drug Evaluations;
II. The American Hospital Formulary Service Drug Information;

or
III. The United States Pharmacopeia Drug Information

recognize the usage as appropriate medical treatment. As an alternative
to such recognition in one or more of the compendia, the usage of the
drug will be recognized as appropriate if it is supported by the
preponderance of evidence that exists in clinical review studies that are
reported in major peer-reviewed medical literature or review articles that
are reported in major peer-reviewed medical literature. A medical device,
drug, or biological product that meets the above tests will not be con­
sidered Experimental or Investigational.
In any event, any drug which the Food and Drug Administration has
determined to be contraindicated for the specific treatment for which
the drug has been prescribed will be considered Experimental or In­
vestigational.

2. conclusive evidence from the published peer-reviewed medical
literature must exist that the technology has a definite positive effect
on health outcomes; such evidence must include well-designed investiga­
tions that have been reproduced by nonaffiliated authoritative sources,
with measurable results, backed up by the positive endorsements of
national medical bodies or panels regarding scientific efficacy and ra­
tionale;

3. demonstrated evidence as reflected in the published peer-reviewed
medical literature must exist that over time the technology leads to
improvement in health outcomes, i.e., the beneficial effects outweigh any
harmful effects;

4. proof as reflected in the published peer-reviewed medical literature
must exist that the technology is at least as effective in improving health
outcomes as established technology, or is usable in appropriate clinical
contexts in which established technology is not employable; and

S. proof as reflected in the published peer-reviewed medical literature
must exist that improvements in health outcomes, as defined in para­
graph 3, is possible in standard conditions of medical practice, outside
clinical investigatory settings.
FULL-TIME. A normal work week of 2S or more hours. Work must
be at the Employer's regular place of business or at another place to
which an Employee must travel to perform his or her regular duties for
his or her full and normal work hours.
[HEALTH CARE CENTER OR HEALTH CENTER. A place operated
by or on behalf of an HMO where [Network] [Participating] Providers
provide Covered Services and Supplies to Members.]
GROUP HEALTH CARE PLAN. The plan of health care coverage
described in this Evidence of Coverage which a Contract Holder is
providing for its Employees [or members].
GOVERNMENT HOSPITAL. A Hospital operated by a government or
any of its subdivisions or agencies, including, but not limited to, a
Federal, military, state, county or city Hospital.
HOME HEALTH AGENCY. A Provider which provides Skilled Nursing
Care for III or Injured people in their home under a home health care
program designed to eliminate Hospital stays. It must be licensed by
the state in which it operates, or it must be certified to participate in
Medicare as a Home Health Agency.

HOSPICE. A Provider which provides palliative and supportive care for
Terminally III or Injured people who are terminally injured. It must carry
out its stated purpose under all relevant state and local laws, and it must
either:

(a) be approved for its stated purpose by Medicare; or
(b) be accredited for its stated purpose by either the Joint Commission

or the National Hospice Organization.

HOSPITAL. A facility which mainly provides Inpatient care for III or
Injured people. It must carry out its stated purpose under all relevant
state and local laws, and it must either:

(a) be accredited as a hospital by the Joint Commission; or
(b) be approved as a hospital by Medicare.

Among other things, a Hospital is not a convalescent, rest or nursing
home or facility, or a facility, or part of it, which mainly provides
Custodial Care, educational care or rehabilitative care. A facility for the
aged or substance abusers is not a Hospital.
ILLNESS. A sickness or disease suffered by a Member. A Mental and
Nervous Condition is not an Illness.
INITIAL DEPENDENT. Those eligible Dependents You have at the time
You first become eligible for Employee coverage. If at the time You
do not have any eligible Dependents, but later acquire them, the first
eligible Dependents You acquire are Your Initial Dependents.
INJURY. Damage to a Member's body due to accident, and all complica­
tions arising from that damage.
INPATIENT. Member if physically confined as a registered bed patient
in a Hospital or other recognized heath care facility; or services and
supplies provided in such a setting.

JOINT COMMISSION. The Joint Commission on the Accreditation of
Health Care Facilities.
LATE ENROLLEE. An eligible Employee or Dependent who requests
enrollment under the Group Health Care Plan more than [30] days after
first becoming eligible. However, an eligible Employee or Dependent
will not be considered a Late Enrollee under certain circumstances. See
the Employee Coverage and Dependent Coverage sections appearing on
later pages.
MEDICAL EMERGENCY. The sudden, unexpected onset, due to Illness
or Injury, of a medical condition that is expected to result in either a
threat to life or to an organ, or a body part not returning to full function.
Examples of Medical Emergencies include, but are not limited to, heart
attacks, strokes, convulsions, serious burns, obvious bone fractures,
wounds requiring sutures, poisoning, and loss of consciousness.
A near-term delivery is not a Medical Emergency.
MEDICALLY NECESSARY AND APPROPRIATE. Services or supplies
provided by a recognized health care Provider that We Determine to
be:

(a) necessary for the symptoms and diagnosis or treatment of the
condition, Illness or Injury;

(b) provided for the diagnosis or the direct care and treatment of the
condition, Illness or Injury;

(c) in accordance with generally accepted medical practice;
(d) not for a Member's convenience;
(e) the most appropriate level of medical care that a Member needs;

and
(f) furnished within the framework of generally accepted methods of

medical management currently used in the United States.
In the instance of a Medical Emergency, the fact that a Non-participating
Provider prescribes, orders, recommends or approves the care, the level
of care, or the length of time care is to be received, does not make
the services Medically Necessary and Appropriate.
MEDICAID. The health care program for the needy provided by Title
XIX of the United States Social Security Act, as amended from time
to time.
MEDICARE. Parts A and B of the health care program for the aged
and disabled provided by Title XVIII of the United States Social Security
Act, as amended from time to time.
MEMBER. An eligible person who is covered under this Contract (in­
cludes Subscriber/covered Employee and covered Dependents, if any).
MENTAL HEALTH CENTER. A facility that mainly provides treatment
for people with mental health problems. It will be considered such a
place if it carries out its stated purpose under all relevant state and local
laws, and it is either:

(a) accredited for its stated purpose by the Joint Commission;
(b) approved for its stated purpose by Medicare; or
(c) accredited or licensed by the State of New Jersey to provide mental

health services.
MENTAL OR NERVOUS CONDITION. A condition which manifests
symptoms which are primarily mental or nervous, regardless of any
underlying physical cause. A Mental and Nervous Condition includes,
but is not limited to, psychoses, neurotic and anxiety disorders,
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schizophrenic disorders, affective disorders, personality disorders, and
psychological or behavioral abnormalities associated with transient or
permanent dysfunction of the brain or related neurohormonal systems.
In Determining whether or not a particular condition is a Mental and
Nervous Condition, We may refer to the current edition of the Diagnostic
and Statistical manual of Mental Conditions of the American Psychiatric
Association.
[NElWORK] [PARTICIPATING] PROVIDER. A Provider which has
an agreement [directly or indirectly] with Us [or Our associated medical
groups] to provide Covered Services or Supplies.
NEWLY ACQUIRED DEPENDENT. An eligible Dependent ¥ou acquire
after ¥ou already have coverage in force for Initial Dependents.
NON-COVERED SERVICES. Services or supplies which are not included
within Our definition of Covered Services or Supplies, are included in
the list of Non-covered Services and Supplies, or which exceed any of
the limitations shown in this Evidence of Coverage.
NON- [NElWORK] [-PARTICIPATING] PROVIDER. A Provider
which is not a [Network] [Participating] Provider.
NURSE. A registered nurse or licensed practical nurse, including a
nursing specialist such as a nurse mid-wife or nurse anesthetist, who:

(a) is properly licensed or certified to provide medical care under the
laws of the state where the nurse practices; and

(b) provides medical services which are within the scope of the nurse's
license or certificate and are covered by the Group Health Care Plan.
OUTPATIENT. Member if registered at a Practitioner's office or re­
cognized health care facility and not an Inpatient; or services and supplies
provided in such a setting.
PERIOD OF CONFINEMENT. Consecutive days of Inpatient services
provided to an Inpatient, or successive Inpatient confinements due to
the same or related causes, when discharge and re-admission to a
recognized facility occurs within 90 days or less. We Determine if the
cause(s) of the confinements are the same or related.
PRACTITIONER. A medical practitioner who:

(a) is properly licensed or certified to provide medical care under the
laws of the state where the practitioner practices; and

(b) provides medical services which are within the scope of the practi­
tioner's license or certificate and which are covered by the Group Health
Care Plan.
[PRE-EXISTING CONDITION. An Illness or Injury or Mental or
Nervous Condition which manifests itself in the six months before a
Member's coverage under the Group Health Care Plan starts, and for
which:

(a) a Member sees a doctor, takes prescribed drugs, receives other
medical care or treatment or had medical care or treatment recom­
mended by a Practitioner in the six months before the Member's cov­
erage starts; or

(b) an ordinarily prudent person would have sought medical advice,
care or treatment in the six months before the person's coverage starts.
A pregnancy which exists on the date a Member's coverage starts is also
a Pre-Existing Condition.
See the Non-Covered Services and Supplies section for details on how
the Group Health Care Plan limits the services for Pre-Existing Con­
ditions.]
PRESCRIPTION DRUGS. Drugs, biologicals and compound prescrip­
tions which are sold only by prescription and which are required to show
on the manufacturer's label the words: "Caution-Federal Law Prohibits
Dispensing Without a Prescription" or other drugs and devices as De­
termined by Us, such as insulin.
PRIMARY CARE PHYSICIAN (PCP). A [Network] [Participating]
Provider who is a doctor specializing in family practice, general practice,
internal medicine, [obstetrics/gynecology (for pre- and post-natal care,
birth and treatment of the diseases and hygiene of females,] or pediatrics
who supervises, coordinates, arranges and provides initial care and basic
medical services to a Member; initiates a Member's Referral for
Specialist Services; and is responsible for maintaining continuity of pa­
tient care.
PROVIDER. A recognized facility or practitioner of health care.
REASONABLE AND CUSTOMARY. An amount that is not more than
the usual or customary charge for the service or supply as We determined
based on a standard approved by the Board. The Board will decide a
standard for what is Reasonable and Customary under the Group Health
Care Plan. The chosen standard is an amount which is most often
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charged for a given service by a Provider within the same geographic
area.
REFERRAL. Specific direction or instruction from A Member's Primary
Care Physician in conformance with Our policies and procedures that
directs a Member to a facility or Provider for health care.
REHABILITATION CENTER. A facility which mainly provides thera­
peutic and restorative services to III or Injured people. It must carry
out its stated purpose under all relevant state and local laws, and it must
either:

(a) be accredited for its stated purpose by either the Joint Commission
or the Commission on Accreditation for Rehabilitation Facilities; or

(b) be approved for its stated purpose by Medicare.
ROUTINE FOOT CARE. The cutting, debridement, trimming, reduction,
removal or other care of corns, calluses, flat feet, fallen arches, weak
feet, chronic foot strain, dystrophic nails, excrescences, helomas,
hyperkeratosis, hypertrophic nails, non-infected ingrown nails, de­
ratomas, keratosis, onychauxis, onychocryptosis, tylomas or symptomatic
complaints of the feet. Routine Foot Care also includes orthopedic shoes,
foot orthotics and supportive devices for the foot.
SERVICE AREA. A geographic area We define by [ZIP codes] [county].
SKILLED NURSING CARE. Services which are more intensive than
Custodial Care, are provided by a Registered Nurse (R.N.) or Licensed
Practical Nurse (L.P.N.), and require the technical skills and professional
training of an R.N. or L.P.N.
SKILLED NURSING CENTER. A facility which mainly provides full­
time Skilled Nursing Care for III or Injured people who do not need
to be in a Hospital. It must carry out its stated purpose under all relevant
state and local laws, and it must either:

(a) be accredited for its stated purpose by the Joint Commission; or
(b) be approved for its stated purpose by Medicare.

SPECIALIST DOCTOR. A doctor who provides medical care in any
generally accepted medical or surgical specialty or sub-specialty.
SPECIALIST SERVICES. Medical care in specialties other than family
practice, general practice, internal medicine [or pediatrics] [or obstetrics/
gynecology (for routine pre- and post-natal care, birth and treatment
of the diseases and hygiene of females)].
SUBSCRIBER. A person who meets all applicable eligibility require­
ments, enrolls hereunder by making application, and for whom premium
has been received.
SUBSTANCE ABUSE. Abuse of or addiction to drugs.
SUBSTANCE ABUSE CENTER. A facility that mainly provides treat­
ment for people with Substance Abuse problems. It must carry out its
stated purpose under all relevant state and local laws, and it must either:

(a) be accredited for its stated purpose by the Joint Commission; or
(b) be approved for its stated purpose by Medicare.

SURGERY.
(a) The performance of generally accepted operative and cutting

procedures, includina surgical diagnostic procedures, specialized in­
strumentations, endoscopic examinations, and other procedures;

(b) the correction of fractures and dislocations; or
(c) pre-operative and post-operative care.

THERAPEUTIC MANIPULATION. Treatment of the articulations of the
spine and musculoskeletal structures for the purpose of relieving certain
abnormal clinical conditions resulting from the impingement upon as­
sociated nerves causing discomfort. Some examples are manipulation or
adjustment of the spine, hot or cold packs, electrical muscle stimulation,
diathermy, skeletal adjustments, massage, adjunctive, ultra-sound, dop­
pler, whirlpool or hydrotherapy or other treatment of similar nature.
THERAPY SERVICES. The following services or supplies, ordered by
a Provider and used to treat, or promote recovery from, an Injury or
Illness:
Chelation Therapy-the administration of drugs or chemicals to remove
toxic concentrations of metals from the body.
Chemotherapy-the treatment of malignant disease by chemical or
biological antineoplastic agents.
Cognitive Rehabilitation Therapy-retraining the brain to perform in­
tellectual skills which it was able to perform prior to disease, trauma,
surgery, congenital anomaly or previous therapeutic process.
Dialysis Treatment-the treatment of an acute renal failure or chronic
irreversible renal insufficiency by removing waste products from the
body. This includes hemodialysis and peritoneal dialysis.
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Infusion Therapy-the administration of antibiotic, nutrients, or other
therapeutic agents by direct infusion.
Occupational Therapy-treatment to restore a physically disabled
person's ability to perfonn the ordinary tasks of daily living.
Physical Therapy-the treatment by physical means to relieve pain,
restore maximum function, and prevent disability following disease, in­
jury, or loss of a limb.
Radiation Therapy-the treatment of disease by X-ray, radium, cobalt,
or high energy particle sources. Radiation Therapy includes rental or
cost of radioactive materials. Diagnostic Services requiring the use of
radioactive materials are not Radiation Therapy.
Respiration Therapy-the introduction of dry or moist gases into the
lungs.
Speech Therapy-treatment for the correction of a speech impairment,
resulting from Illness, Surgery, Injury, congenital anomaly, or previous
therapeutic processes.
TOTAL DISABIUlY OR TOTALLY DISABLED. Except as otherwise
specified in this Evidence of Coverage, an Employee who, due to Illness
or Injury, cannot perfonn any duty of his or her occupation or any
occupation for which he or she is, or may be, suited by education, training
and experience, and is not, in fact, engaged in any occupation for wage
or profit. A Dependent is totally disabled if he or she cannot engage
in the nonnal activities of a person in good health and of like age and
sex. The Employee or Dependent must be under the regular care of
a Practitioner.

[WE, US, OUR. [Carrier].
YOU, YOUR AND YOURS. The Employee.]

III. ELIGIBILI1Y

EMPLOYEE COVERAGE

Eligible Employees
Subject to the Conditions of Eligibility set forth below, and to all of
the other conditions of the Group Health Care Plan, all of the Contract
Holder's Employees [who are in an eligible class] will be eligible if the
Employees are Actively at Work Full-Time Employees.
We will treat partners, proprietors and independent contractors like
Employees if they meet the Group Health Care Plan's Conditions of
Eligibility.

Conditions of Eligibility

Full-Time Requirement
[Carrier] will not cover You unless You are an Actively at Work Full­
Time Employee.

Enrollment Requirement
We will not cover You until You enroll and agree to make the required
payments, if any. If You do this within [30] days of Your Employee
Eligibility Date, coverage will start on the Your Employee Eligibility
Date.
If You enroll and agree to make the required payments, if any:

a. more than [30] days after the Your Employee Eligibility Date; or
b. after You previously had coverage which ended because You failed

to make a required payment,
We will consider You to be a Late Enrollee. Late Enrollees are subject
to this Group Health Plan's Pre-Existing Conditions limitation.
However, if You initially waived coverage under the Group Health Care
Plan, and You stated at that time that such waiver was because You
were covered under another group plan, and You now elect to enroll
under this Group Health Care Plan, We will not consider You to be
a Late Enrollee, provided the coverage under the other plan ends due
to one of the following events:

a. termination of employment;
b. divorce;
c. death of Your spouse; or
d. tennination of the other plan's coverage.

But, You must enroll under this Group Health Care Plan within 90 days
of the date that any of the events described above occur. Coverage will
take effect as of the date You become eligible.

[The Waiting Period
The Group Health Care Plan has the following waiting periods:

Employees in an eligible class on the Effective Date, who have completed
at least [6] months of continuous Full-Time service with the Employer
by that date, are eligible for coverage under this Group Health Care
Plan from the Effective Date.
Employees in an Eligible Class on the Effective Date, who have not
completed at least [6] months of continuous Full-Time service with the
Employer by that date, are eligible for coverage under the Group Health
Care Plan from the day after Employees complete [6] months of continu­
ous Full-Time service.
Employees who enter an eligible class after the Effective Date are eligible
for coverage under this Group Health Care Plan from the day after
Employees complete [6] months of continuous Full-Time service with
the Employer.]

Multiple Employment
If You work for both the Contract Holder and a covered Affiliated
Company, or for more than one covered Affiliated Company, We will
treat You as if only one finn employs You. And You will not have
multiple coverage under the Group Health Care Plan.

When Employee Coverage Starts
You must be Actively at Work, and working Your regular number of
hours, on the date Your coverage is scheduled to start. And You must
have met all the conditions of eligibility which apply to You. If You
are not Actively at Work on the scheduled Effective Date, [Carrier] will
postpone the start of Your coverage until You return to Active Work.
Sometimes, a scheduled Effective Date is not a regularly scheduled work
day. But Your coverage will start on that date if You were Actively at
Work, and working Your regular number of hours, on Your last regularly
scheduled work day.
You must elect to enroll and agree to make the required payments if
any, within [30] days of the Employee Eligibility Date. If You do this
within [30] days of the Employee Eligibility Date, Your coverage is
scheduled to start on Your Employee Eligibility Date. Your Employee
Eligibility Date is the scheduled Effective Date of Your coverage.

When Employee Coverage Ends
Your coverage under the Group Health Care Plan will end on the first
of the following dates:

a. You cease to be an Actively at Work Full-Time Employee for any
reason. Such reasons include disability, death, retirement, lay-off, leave
of absence, and the end of employment.

b. You stop being an eligible Employee under the Group Health Care
Plan.

c. the date this Group Health Care Plan ends, [or is discontinued for
a class of Employees to which You belong.]

d. for which required payments are not made for You.
e. You move Your pennanent residence outside the Service Area.

Also, You may have the right to continue certain group benefits for a
limited time after Your coverage would otherwise end. This Evidence
of Coverage's continuation provisions explain these situations. Read
these provisions carefully.

DEPENDENT COVERAGE

Eligible Dependents for Dependent Health Benefits
Your eligible Dependents are:

a. Your legal spouse;
b. Your unmarried Dependent children who are under age 19; and
c. Your unmarried Dependent children, from age 19 until their 23rd

birthday, who are enrolled as full-time students at accredited schools.
Full-time students will be defined by the accredited school. We can
require periodic proof of a Dependent child's status as a full-time
student.

Adopted Children and Step-Children
Your "unmarried Dependent children" include Your legally adopted
children, if they depend on You for most of their support and
maintenance, Your step-children and children under a court appointed
guardianship. [Carrier] will treat a child as legally adopted from the time
the child is placed in the home for the purpose of adoption. [Carrier]
will treat such a child this way whether or not a final adoption order
is ever issued.

NEW JERSEY REGISTER, MONDAY, NOVEMBER IS, 1993 (CITE 25 NJ.R. 5081)

You're viewing an archived copy from the New Jersey State Library.



INSURANCE

Eligible Dependents will not include any Dependent who is:
a. covered by the Group Health Care Plan as an Employee or
b. on active duty in the armed forces of any country.

Incapacitated Children
You may have an unmarried child with a mental or physical handicap,
or developmental disability, who is incapable of earning a living. Subject
to all of the terms of this section and the Group Health Care Plan,
such a child may stay eligible for Dependent health benefits past this
Group Health Care Plan's age limit.
The child will stay eligible as long as the child stays unmarried and
incapable of earning a living, if:

a. the child's condition started before he or she reached this Group
Health Care Plan's age limit; and

b. the child depends on You for most of his or her support and
maintenance.
But, for the child to stay eligible, You must send Us written proof that
the child is handicapped and depends on You for most support and
maintenance. You have 31 days from the date the child reaches the age
limit to do this. We can ask for periodic proof that the child's condition
continues. But, after two years, We cannot ask for this more than once
a year.
The child's coverage ends when Yours does.

Enrollment Requirement
You must enroll Your eligible Dependents in order for them to be
covered under the Group Health Care Plan. [Carrier] considers an
eligible Dependent to be a Late Enrollee, if You:

a. enroll a Dependent more than [30] days after the Dependent's
Eligibility Date;

b. in the case of a Newly Acquired Dependent, other than the first
newborn child, have other eligible Dependents who You have not elected
to enroll; or

c. in the case of a Newly Acquired Dependent, have other eligible
Dependents whose coverage previously ended because You failed to
make the required contributions, or otherwise chose to end such cov­
erage.
Late Enrollees are subject to this Group Health Care Plan's Pre-Existing
Conditions limitations section, if any applies.
If Your dependent coverage ends for any reason, including failure to
make the required payments, Your Dependents will be considered Late
Enrollees when their coverage begins again.
However, if You previously waived coverage for Your spouse or eligible
Dependent children under the Group Health Care Plan and stated at
that time that such waiver was because they were covered under another
group plan, and You now elect to enroll them in this Group Health
Care Plan, the Dependent will not be considered a Late Enrollee,
provided the Dependent's coverage under the other plan ends due to
one of the following events:

a. termination of employment;
b. divorce;
c. death of Your spouse; or
d. termination of the other plan's coverage.

But, Your spouse or eligible Dependent children must be enrolled by
You within 90 days of the date that any of the events described above
occur. Coverage will take effect as of the date one of the above events
occurs.
And, [Carrier] will not consider Your spouse or eligible Dependent
children for which You initially waived coverage under the Group Health
Care Plan, to be a Late Enrollee, if:

a. You are under legal obligation to provide coverage due to a court
order; and

b. Your spouse or eligible Dependent children are enrolled by You
within 30 days of the issuance of the court order.
Coverage will take effect as of the date required pursuant to a court
order.

When Dependent Coverage Starts
In order for Your dependent coverage to begin You must already be
covered for Employee coverage or enroll for Employee and Dependent
coverage at the same time. Subject to the exception stated below and
to all of the terms of the Group Health Care Plan, the date Your
dependent coverage starts depends on when You elect to enroll Your
Initial Dependents.

PROPOSALS

If You do this within [30] days of the Dependent's Eligibility Date, the
Dependent's Coverage is scheduled to start on the later of:

a. the Dependent's Eligibility Date, or
b. the date You become covered for Employee coverage.

If You do this more than [30] days after the Dependent's Eligibility Date,
We will consider the Dependent a Late Enrollee, the coverage is
scheduled to start on the later of:

a. the date You sign the enrollment form; or
b. the date You become covered for Employee coverage.

Once You have dependent coverage for Initial Dependents, You must
notify Us of a Newly Acquired Dependent within the [30] days after
the Dependent's Eligibility Date. If You do not, the Newly Acquired
Dependent is a Late Enrollee.
A Newly Acquired Dependent will be covered from the later of:

a. the date You notify [Carrier], or
b. the Dependent's Eligbility Date for the Newly Acquired Depen­

dent.
Exception: If a Dependent, other than a newborn child, is confined to
a Hospital or other health care facility; or is home confined on the date
Your Dependent health coverage would otherwise start, [Carrier] will
postpone the Effective Date of such coverage until the later of: the day
after the Dependent's discharge from such facility; until home confine­
ment ends.

Newborn Children
We will cover Your newborn child for 31 days from the date of birth.
Coverage may be continued beyond such 31 day period as stated below:

a. If You are already covered for Dependent child coverage on the
date the child is born, coverage automatically continues beyond the initial
31 days[, provided the premium required for Dependent child coverage
continues to be paid. ]

b. If You are not covered for Dependent child coverage on the date
the child is born, You must:

• make written request to enroll the newborn child.
If the request is not made within such 31 day period, the newborn child
will be a Late Enrollee.

When Dependent Coverage Ends:
A Dependent's coverage under the Group Health Care Plan will end
on the first of the following dates:

a. Your coverage ends;
b. the date the Group Health Care Plan ends;
c. the date Dependent coverage is dropped from the Group Health

Care Plan for all Employees eligible for such coverage;
d. At 12:01 a.m. on the date the Dependent stops being an eligible

Dependent.
Read this Evidence of Coverage carefully if Dependent coverage ends
for any reason. Dependents may have the right to continue certain group
benefits for a limited time. And divorced spouses have the right to
replace certain group benefits with converted policies.

TERMINATION FOR CAUSE
If any of the following conditions exist, We may give written notice to
the Member that the person is no longer covered under the Group
Health Care Plan:

(1) Untenable Relationship: After reasonable efforts, We and/or
[Participating] Providers are unable to establish and maintain a satisfac­
tory relationship with the Member or the Member fails to abide by our
rules and regulations, or the Member acts in a manner which is verbally
or physically abusive.

(2) Misuse of Identification Card: The Member permits any other
person who is not authorized by Us to use any identification card We
issue to the Member.

(3) Furnishing Incorrect or Incomplete Information: The Member
furnishes incorrect or incomplete information in a statement made for
the purpose of effecting coverage under the Group Health Care Plan.
This condition is subject to the provisions of the section Incontestability
of Coverage.

(4) Nonpayment: The Member fails to pay any Copayment [or
Coinsurance] or to make any reimbursement to Us required under the
Group Health Care Plan.

(5) Misconduct: The Member abuses the system, including, but not
limited to: theft, damage to [Our] [Participating Provider's] property,
forgery of drug prescriptions, and consistent failure to keep scheduled
appointments.
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(6) Failure to Cooperate: The Member fails to assist Us in coordi­
nating benefits as described in the Coordination of Benefits and Services
Section.
If We give the Member such written notice:

(a) that person will cease to be a Member for the coverage under
the Group Health Care Plan immediately if termination is occuring due
to Misuse of Identification Card (2 above) or Misconduct (5 above),
otherwise, on the date 31 days after such written notice is given by Us;
and

(b) no benefits will be provided to the Member under the coverage
after that date.
Any action by Us under these provisions is subject to review in ac­
cordance with the Grievance Procedures We establish.

IV. COVERED SERVICES AND SUPPLIES
Members are entitled to receive the benefits in the following sections
when Medically Necessary and Appropriate, subject to the payment by
Members of applicable copayments [or co-insurance] as stated in the
applicable Schedule of Services.
(a) OUTPATIENT SERVICES. The following services are covered only
at the Primary Care Physician's office [or Health Center] selected by
a Member, or elsewhere upon prior written Referral by a Member's
Primary Care Physician:

1. Office visits during office hours, and during non-office hours when
Medically Necessary.

2. Home visits by a Member's Primary Care Physician.
3. Periodic health examinations to include:

a. Well child care from birth including immunizations;
b. Routine physical examinations, including eye examinations;
c. Routine gynecologic exams and related services;
d. Routine ear and hearing examination; and
e. Routine allergy injections and immunizations (but not if solely

for the purpose of travel or as a requirement of a Member's
employment).

4. Diagnostic Services.
5. Casts and dressings.
6. Ambulance Service when certified in writing as Medically Necessary

by a Member's Primary Care Physician and approved in advance by Us.
7. Infertility Services except where specifically excluded in this

Evidence of Coverage.
8. Prosthetic Devices when We arrange for them. We cover only the

initial fitting and purchase of artificial limbs and eyes, and other
prosthetic devices. And they must take the place of a natural part of
a Member's body, or be needed due to the functional birth defect in
a covered Dependent Child. We do not provide for replacements (unless
Medically Necessary and Appropriate), repairs, wigs, or dental
prosthetics or devices.

9. Durable Medical Equipment when ordered by a Member's Primary
Care Physician and arranged through Us.

10. Prescription Drugs and insulin syringes and insulin needles when
obtained through a Participating Provider.
(b) SPECIALIST DOCTOR BENEFITS. The following Services are cov­
ered when rendered by a Participating Specialist Doctor at the doctor's
officer, or Health Center,] or any other Participating Facility or a
Participating Hospital outpatient department during office or business
hours upon prior written referral by a Member's Primary Care Physician.
Services include, but are not limited to, the following:

1. Allergy (except serum injections which are covered when adminis-
tered by a Member's Primary Care Physician)

2. Anesthesia
3. Cardiology
4. Endocrinology
[5. Gynecology and Obstetrics]
6. Internal Medicine
7. Neurology
8. Oncology
9. Ophthalmology
10. Oral Surgery (bone fractures, removal of tumors and orthodon-

togenic cysts or other approved surgical procedures by Us)
11. Orthopedics
12. Otolaryngology
13. Pathology
14. Pediatrics
15. Podiatry
16. Pulmonology

17. Radiology (except dental x-rays, unless related to Covered
Services)

18. Surgery
19. Urology

(c) INPATIENT HOSPICE, HOSPITAL, REHABILITATION CENTER
& SKILLED NURSING CENTER BENEFITS. The following Services
are covered when hospitalized by a Participating Provider upon prior
written referral from a Member's Primary Care Physician, only at
Participating Hospitals and Participating Providers (or at Non-participat­
ing facilities upon prior written authorization by Us); however, Participat­
ing Skilled Nursing Center Services and Supplies are limited to those
which constitute Skilled Nursing Care and Hospice Services are subject
to Our pre-approval:

1. Semi-private room and board accommodations
2. Private accommodations [will be provided only when approved in

advance by Us]. If a Member occupies a private room without such
certification Member shall be directly liable to the Hospice, Hospital,
Rehabilitation Center or Skilled Nursing Center for the difference be­
tween payment by Us to the Hospice, Hospital, Rehabilitation Center
or Skilled Nursing Center of the per diem or other agreed upon rate
for semi-private accommodation established between Us and the
Participating Hospice, Participating Hospital, Participating Rehabilitation
Center or Participating Skilled Nursing Center and the private room rate.

3. General nursing care
4. Use of intensive or special care facilities
5. X-ray examinations including CAT scans but not dental x-rays
6. Use of operating room and related facilities
7. Magnetic resonance imaging "MRI"
8. Drugs, medications, biologicals
9. CardiographylEncephalography
10. Laboratory testing and services
11. Pre- and post-operative care
12. Special tests
13. Nuclear medicine
14. Therapy Services
15. Oxygen and oxygen therapy
16. Anesthesia and anesthesia services
17. Blood, blood products and blood processing
18. Intravenous injections and solutions
19. Surgical, medical and obstetrical services
20. Private duty nursing only when approved in advance by Us
21. The following transplants: Cornea, Kidney, Lung, Liver, Heart and

Pancreas
22. Allogenic bone marrow transplants
23. Autologous bone marrow transplants and associated high dose

chemotherapy: only for treatment of Leukemia, Lymphoma,
Neuroblastoma, Aplastic Anemia, Genetic Disorders (SCID and
WISCOT Alldrich) and Breast Cancer, when approved in advance by
Us, if the Member is participating in a National Cancer Institute
sponsored clinical trial.
(d) BENEFITS FOR SUBSTANCE ABUSE AND MENTAL AND
NERVOUS CONDITIONS. The following Services are covered when
rendered by a Participating Provider at Provider's office or at a
Participating Substance Abuse Center [or Health Center] upon prior
written referral by a Member's Primary Care Physician.

1. Outpatient. Members are entitled to receive up to twenty (20)
outpatient visits during any period of 365 consecutive days. Benefits
include diagnosis, medical, psychiatric and psychological treatment and
medical referral services by a Member's Primary Care Physician for the
abuse of or addiction to drugs and Mental or Nervous Conditions.
Payment for non-medical ancillary services (such as vocational rehabilita­
tion or employment counseling) is not provided, but information regard­
ing appropriate agencies will be provided if available. Members are
additionally eligible, upon referral by a Member's Primary Care Physi­
cian, for up to sixty (60) more outpatient visits by exchanging on a two­
for-one basis, each inpatient hospital day described in paragraph 2 below.

2. Inpatient Hospital Care. Members are entitled to receive up to
thirty (30) days of inpatient care benefits for detoxification, medical
treatment for medical conditions resulting from the substance abuse,
referral services for substance abuse or addiction, and Mental or Nervous
Conditions. The following services shall be covered under inpatient
treatment: (1) lodging and dietary services; (2) physician, psychologist,
nurse, certified addictions counselor and trained staff services; (3)
diagnostic x-ray; (4) psychiatric, psychological and medical laboratory
testing; (5) drugs, medicines, equipment use and supplies.
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Chemical Dependency Admissions Repeated detoxification treatment
for chronic Substance Abuse will not be covered unless in Our sole
discretion it is determined that Members have been cooperative with
an on-going treatment plan developed by a Participating Provider.
Failure to comply with treatment shall constitute cause for non-coverage
of Substance Abuse services.

3. Court-ordered chemical dependency admissions are not covered
unless Medically Necessary and Appropriate and only to the extent of
the covered benefit as defined above.

(e) EMERGENCY CARE BENEFITS-WITHIN AND OUTSIDE OUR
SERVICE AREA. The following Services are covered without prior
written referral by a Member's Primary Care Physician in the event of
a Medical Emergency as determined by Us.

1. A Member's Primary Care Physician is required to provide or
arrange for on-call coverage twenty-four (24) hours a day, seven (7) days
a week. Unless a delay would be detrimental to a Member's health,
Member shall call a Member's Primary Care Physician [or Health Center]
[or Us] prior to seeking emergency treatment.

2. We will cover the cost of emergency medical and hospital services
performed within or outside our service area without a prior written
referral only if:

a. Our review determines that a Member's symptoms were severe
and delay of treatment would have been detrimental to a
Member's health, the symptoms occurred suddenly, and
Member sought immediate medical attention. Conditions which
require immediate treatment include, but are not limited to the
following:
1. heart attacks
2. strokes
3. convulsions
4. serious burns
5. obvious bone fractures
6. wounds requiring sutures
7. poisoning
8. loss of consciousness
A near-term delivery is not a Medical Emergency.

b. The service rendered is provided as a Covered Service or Supply
under the Group Health Care Plan and is not a service or supply
which is normally treated on a non-emergency basis; and

c. We and a Member's Primary Care Physician are notified within
48 hours of the emergency service and/or admission and We
are furnished with written proof of the occurrence, nature and
extent of the emergency services within 30 days. Member shall
be responsible for payment for services received unless We
determine that a Member's failure to do so was reasonable
under the circumstances. In no event shall reimbursement be
made until We receive proper written proof.

3. In the event Members are hospitalized in a Non-participating facili­
ty, coverage will only be provided until Members are medically able to
travel or to be transported to a Participating facility. If Members elect
to continue treatment with Non-participating Providers, We shall have
no responsibility for payment beyond the date Members are determined
to be medically able to be transported.

In the event that transportation is Medically Necessary and Ap­
propriate, We will cover the Reasonable and Customary cost. Reimburse­
ment may be subject to payment by Members of all Copayments which
would have been required had similar benefits been provided upon prior
written referral to a Participating Provider.

4. Coverage for emergency services includes only such treatment
necessary to treat the Medical Emergency. Any elective procedures
performed after Members have been admitted to a facility as the result
of a Medical Emergency shall require prior written referral or Members
shall be responsible for payment.

5. The Copayment for an emergency room visit will be credited toward
the Hospital Inpatient Copayment if Members are admitted as an Inpa­
tient to the Hospital as a result of the Medical Emergency.
(f) THERAPY SERVICES. The following Services are covered when
rendered by a Participating Provider upon prior written referral by a
Member's Primary Care Physician.

1. Speech Therapy, Physical Therapy, Occupational Therapy and
Cognitive Therapies are covered for non-chronic conditions and acute
Illnesses and Injuries upon referral to a Participating Provider by a
Member's Primary Care Physician. This benefit consists of treatment for
a 60 day period per incident of Illness or Injury, beginning with the first
day of treatment, provided that a Member's Primary Care Physician
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certifies in writing that the treatment will result in a significant improve­
ment of a Member's condition within this time period and treatment
is approved in writing by Us.

2. Chelation Therapy, Chemotherapy Treatment, Dialysis Treatment,
Infusion Therapy and Radiation Therapy.
(g) HOME HEALTH SERVICES. The following Services are covered
when rendered by a Participating Provider including, but not limited to,
a Participating Home Health Agency as an alternative to hospitalization
and are approved and coordinated in advance by Us upon the prior
referral of a Member's Primary Care Physician.

1. Skilled nursing services, provided by or under the supervision of
a registered professional nurse.

2. Services of a home health aide, under the supervision of a registered
professional nurse, or if appropriate, a qualified speech or physical
therapist. These benefits are covered only when the primary purpose
of the Home Health Services rendered to Member is skilled in nature.

3. Medical Social Services by or under the supervision of a qualified
medical or psychiatric social worker, in conjunction with other Home
Health Services, if the Primary Care Physician certifies that such services
are essential for the effective treatment of a Member's medical condition.

4. Therapy Services as set forth above.
5. Hospice Care if Members are terminally ill with life expectancy of

six months or less, as certified by the Member's Primary Care Physician,
Services may include home and hospital visits by nurses and social
workers; pain management and symptom control; instruction and
supervision of family members, inpatient care; counseling and emotional
support; and other Home Health benefits listed above.
Nothing in this section shall require Us to provide Home Health Benefits
when in our determination the treatment setting is not appropriate, or
when there is a more cost effective setting in which to provide Medically
Necessary and Appropriate care.

V. NON-COVERED SERVICES AND SUPPLIES
THE FOLLOWING ARE NOT COVERED SERVICES UNDER THE
GROUP HEALTH CARE PLAN.
Care or treatment by means of acupuncture except when used as a
substitute for other forms of anesthesia.
Services for ambulance for transportation from a Hospital or other health
care Facility, unless Member is being transferred to another Inpatient
health care Facility.
[Broken Appointments.]
Blood or blood plasma which is replaced by or for a Member.
Care and/or treatment by a Christian Science Practitioner.
Completion of claim forms.
Services or supplies related to cosmetic surgery, except as otherwise
stated in this Evidence of Coverage, unless it is required as a result of
an Illness or Injury sustained while covered under the Group Health
Care Plan or to correct a functional defect resulting from a congenital
abnormality or developmental anomaly; complications of cosmetic
surgery; drugs prescribed for cosmetic purposes.
Services related to custodial or domiciliary care.
Dental care or treatment, including appliances, except as otherwise stated
in this Evidence of Coverage.
Services or supplies, the primary purpose of which is educational provid­
ing the Member with any of the following: training in the activities of
daily living; instruction in scholastic skills such as reading and writing;
preparation for an occupation; or treatment for learning disabilities.
Experimental or Investigational treatments, procedures, hospitalizations,
drugs, biological products or medical devices.

Extraction of teeth, except for bony impacted teeth.
Services or supplies for or in connection with:

a. exams to determine the need for (or changes of) eyeglasses or
lenses of any type;

b. eyeglasses or lenses of any type except initial replacements for loss
of the natural lens; or

c. eye surgery such as radial keratotomy, when the primary purpose
is to correct myopia (nearsightedness), hyperopia (farsightedness) or
astigmation (blurring).
Services or supplies provided by one of the following members of Your
family: spouse, child, parent, in-law, brother, sister or grandparent.
Care and/or treatment to enhance fertility using artificial and surgical
procedures and drugs, including, but not limited to, in vitro fertilization,
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in vivo fertilization or gamete-intrafallopian-transfer (GIFf); surrogate
motherhood.
Services or supplies related to Hearing aids and hearing examinations
to determine the need for hearing aids or the need to adjust them.
Services or supplies related to Herbal medicine.
Care or treatment by means of high dose chemotherapy, except as
othelWise stated in the Evidence of Coverage.
Services or supplies related to Hypnotism.
Services or supplies because the Covered Person engaged, or tried to
engage, in an illegal occupation or committed or tried to commit a felony.
Illness or Injury, including a condition which is the result of disease
or bodily infirmity, which occurred on the job and which is covered or
could have been covered for benefits provided under workers' compensa­
tion, employer's liability, occupational disease or similar law.
Local anesthesia charges billed separately if such charges are included
in the fee for the Surgery.
Membership costs for health clubs, weight loss clinics and similar pro­
grams.
Services and supplies related to Marriage, career or financial counseling,
sex therapy or family therapy, and related services.
Supplies related to Methadone maintenance.
Any Non-Covered Service or Supply specifically limited or not covered
elsewhere in this Evidence of Coverage, or which is not Medically
Necessary and Appropriate.
Non-prescription drugs or supplies, except insulin needles and insulin
syringes.
Services provided by a licensed pastoral counselor in the course of his
or her normal duties as a religious official or practitioner.
Personal convenience or comfort items including, but not limited to, such
items as TV's, telephones, first aid kits, exercise equipment, air COn­
ditioners, humidifiers, saunas, hot tubs.
[Pre-Existing Condition Limitations: We do not cover services for Pre­
Existing Conditions until Members have been covered by this Group
Health Care Plan for six months. See the "Definitions" section of this
Evidence of Coverage for the definition of a Pre-Existing Condition. This
limitation does not affect services or supplies for other unrelated con­
ditions, or birth defects in a covered Dependent Child. And We waive
this limitation for A Member's Pre-Existing Condition to the extent that
if the condition was satisfied under another carrier's plan which covered
Member right before the Member's coverage under this Group Health
Care Plan started, i.e., there is no intervening lapse in coverage.]
Any service provided without prior written Referral by the Member's
Primary Care Physician except as specified in this Evidence of Coverage.
In the event of a Medical Emergency, the amount of any charge which
is greater than a Reasonable and Customary Charge.
Services or supplies related to rest or convalescent cures.
Room and board charges for a Member in any Facility for any period
of time during which he or she was not physically present overnight in
the Facility.
Services or supplies related to Routine Foot Care.
Self-administered services such as: biofeedback, patient-controlled
analgesia on an Outpatient basis, related diagnostic testing, self-care and
self-help training.
Services or supplies:

a. eligible for payment under either federal or state programs (except
Medicaid). This provision applies whether or not the Member asserts
his or her rights to obtain this coverage or payment for these services;

b. for which a charge is not usually made, such as a Practitioner
treating a professional or business associate, or services at a public health
fair;

c. for which a Member would not have been charged if he or she
did not have health care coverage;

d. provided by or in a Government Hospital unless the services are
for treatment:

• of a non-service Medical Emergency; or
• by a Veterans' Administration Hospital of a non-service related

Illness or Injury.
Smoking cessation aids of all kinds and the services of stop-smoking
providers.

Sterilization reversal-services and supplies rendered for reversal of
sterilization.
Surgery, sex hormones, and related medical, psychological and
psychiatric services to change a Member's sex; services and supplies
arising from complications of sex transformation.
Telephone consultations.
Transplants, except as othelWise listed in the Evidence of Coverage.
Transportation; travel.
Vision therapy.
Vitamins and dietary supplements.
Services or supplies received as a result of a war, declared or undeclared;
police actions; services in the armed forces or units auxiliary thereto;
or riots or insurrection.
Weight reduction or control, unless there is a diagnosis of morbid obesity;
special foods, food supplements, liquid diets, diet plans or any related
products.
Wigs, toupees, hair transplants, hair weaving or any drug if such drug
is used in connection with baldness.

VI. GRIEVANCE PROCEDURE
[Grievance Procedure: Variable by Carrier as approved by the State of
New Jersey.]

VII. COORDINATION OF BENEFITS AND SERVICES

COORDINATION OF BENEFITS AND SERVICES

Purpose Of This Provision
A Member may be covered for health benefits or services by more than
one plan. For instance, he or she may be covered by this Group Health
Care Plan as an Employee and by another plan as a Dependent of his
or her spouse. If he or she is, this provision allows Us to coordinate
what We arrange [or provide] with what another plan pays or provides.
We do this so the Member does not collect more than he or she incurs
in charges.

DEFINITIONS
"Plan" means any of the following that provide health expense benefits
or services:

a. group or blanket insurance plans;
b. group hospital or surgical plans, or other service or prepayment

plans on a group basis;
c. union welfare plans, Employer plan, Employee benefits plans, trust­

ed labor and management plans, or other plans for members of a group;
d. programs or coverages required by law;
e. group or group-type hospital indemnity benefits which exceed

$250.00 per day;
f. group or group-type hospital indemnity benefits of $250.00 per day

or less which the Employer pays part of the premium;
g. Medicare or other government programs which We are allowed to

coordinate with by law.
"Plan" does not include:

a. Medicaid or any other government program or coverage which
[Carrier] is not allowed to coordinate with by law;

b. school accident type coverages written on either a blanket, group,
or franchise basis;

c. group or group-type hospital indemnity benefits of $250.00 per day
or less which the Employee pays the entire premium; nor

d. any plan We say We supplement.
"This plan" means the part of Our group plan subject to this provision.
"Subscriber", as used below, means the person who receives a certificate
or other proof of coverage from a plan that covers him or her for health
benefits or services.
"Dependent" means a person who is covered by a plan for health benefits
or services, but not as a Subscriber.
"Allowable expense" means any necessary, reasonable, and usual item
of expense or service for health care incurred by a Subscriber or Depen­
dent under either this Group Health Care Plan or any other plan. When
a plan provides service instead of cash payment, We view the reasonable
cash value of each service as an allowable expense and as a benefit paid.
We also view items of expense covered by another plan as an allowable
expense, whether or not a claim is filed under that plan.
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The amount of reduction in benefits resulting from a Subscriber's or
Dependent's failure to comply with provisions of a primary plan is not
considered an allowable expense if such reduction in benefits is less than
or equal to the reduction that would have been made under the terms
of this Plan if this Plan had been primary. Examples of such provisions
are those related to second surgical opinions, precertification of ad­
missions or services, and preferred provider arrangements. This does not
apply where a primary plan is a health maintenance organization (HMO)
and the Subscriber or Dependent elects to have health services provided
outside the HMO. A primary plan is described below.
"Claim determination period" means a Calendar Year in which a
Subscriber or Dependent is covered by this plan and at least one other
plan and incurs one or more allowable expense(s) under such plans.

How This Provision Works
We apply this provision when a Subscriber or Dependent is covered by
more than one plan. When this happens We will consider each plan
separately when coordinating payments.
In order to apply this provision, one of the plans is called the primary
plan. All other plans are called secondary plans. The primary plan pays
first or provides services, ignoring all other plans. The secondary plans
then pay the remaining unpaid allowable expenses, but no plan pays or
provides services more than it would have without this provision.
If a plan has no coordination provision, it is primary. But, during any
claim determination period, when this plan and at least one other plan
have coordination provisions, the rules that govern which plan pays or
provides services first are as follows:

a. A plan that covers a person as a Subscriber pays first; the plan
that covers a person as a Dependent pays second.

b. A plan that covers a person as an active Employee or as a Depen­
dent of such Employee pays first. A plan that covers a person as a laid­
off or retired Employee or as a Dependent of such Employee pays
second.
But, if the plan that We are coordinating with does not have a similar
provision for such persons, then b. will not apply.

c. Except for Dependent children of separated or divorced parents,
the following governs which plan pays first when the person is a Depen­
dent of a Subscriber:

A plan that covers a Dependent of a member whose birthday falls
earliest in the Calendar Year pays first. The plan that covers a Depen­
dent of a Subscriber whose birthday falls later in the Calendar Year
pays second. The Subscriber's year of birth is ignored.

But, if the plan that We are coordinating with does not have a similar
provision for such persons, then c. will not apply and the other plan's
coordination provision will determine the order of benefits or services.

d. For a Dependent child of separated or divorced parents, the follow­
ing governs which plan pays or provides services first when the person
is a Dependent of a Subscriber.

• When a court order makes one parent financially responsible
for the health care expenses of the Dependent child, then that
parent's plan pays or provides services first.

• If there is no such court order, then the plan of the natural
parent with custody pays or provides services before the plan
of the stepparent with custody; and

• The plan of the stepparent with custody pays or provides services
before the plan of the natural parent without custody.

If rules a, b, c and d do not determine which plan pays first, the plan
that has covered the person for the longer time pays first.
If, when We apply this provision, We pay less than We would otherwise
pay, We apply only that reduced amount against payment limits of this
plan.

Our Right To Certain Information
In order to coordinate benefits and services, We need certain informa­
tion. An Employee must supply Us with as much of that information
as he or she can. But if he or she cannot give Us all the information
We need, We have the right to get this information from any source.
And if another carrier needs information to apply its coordination
provision, We have the right to give that carrier such information. If
We give or get information under this section We cannot be held liable
for such action.
When payments that should have been made by this plan or services
that should have been provided by this plan have been made by or
provided another plan, We have the right to repay that plan. If We do
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so, We are no longer liable for that amount or equivalent value of
services. And if We payout more than We should have, We have the
right to recover the excess payment.

[Small Claims Waiver
We do not coordinate claims or equivalent services of less than $50.00.
But if, during any claim determination period, more allowable expenses
are incurred that raise the claim above $50.00 We will count the entire
amount of the claim when We coordinate.]

SERVICES FOR AUTOMOBILE RElATED INJURIES
This section will be used to determine a person's coverage under the
Group Health Care Plan when services are incurred as a result of an
automobile related Injury.

Definitions
"Automobile Related Injury" means bodily Injury sustained by a Member
as a result of an accident:

a. while occupying, entering, leaving or using an automobile; or
b. as a pedestrian;

caused by an automobile or by an object propelled by or from an
automobile.
"Allowable Expense" means a medically necessary, reasonable and cus­
tomary item of expense covered at least in part as an eligible expense
or eligible services by:

a. this Group Health Care Plan;
b. PIP; or
c. OSAIC.

"Eligible Services" means that of service provided for treatment of an
Injury which is covered under this Group Health Care Plan without
application of Cash Deductibles and Co-Payments, if any or Co-In­
surance.
"Out-of-State Automobile Insurance Coverage" or "OSAIC" means any
coverage for medical expenses under an automobile insurance policy
other than PIP. OSAIC includes automobile insurance policies issued
in another state or jurisdiction.
"PIP" means personal injury protection coverage provided as part of
an automobile insurance policy issued in New Jersey. PIP refers
specifically to provisions for medical expense coverage.

Determination of primary or secondary coverage
This Group Health Care Plan provides secondary coverage to PIP unless
health coverage has been elected as primary coverage by or for the
Member under this Group Health Care Plan. This election is made by
the named insured under a PIP policy. Such election affects that person's
family members who are not themselves named insureds under another
automobile policy. This Group Health Care Plan may be primary for
one Member, but not for another if the person has a separate automobile
policy and has made different selections regarding primacy of health
coverage.
This Group Health Care Plan is secondary to OSAIC, unless the OSAIC
contains provisions which make it secondary or excess to the
policyholder's plan. In that case this Group Health Care Plan will be
primary.
If there is a dispute as to which policy is primary, this Group Health
Care Plan will pay benefits or provide services as if it were primary.

Services this Group Health Care Plan will provide if it is primary to
PIP or OSAIC.
If this Group Health Care Plan is primary to PIP or OSAIC it will pay
benefits for eligible expenses in accordance with its terms.
The rules of the COORDINATION OF BENEFITS AND SERVICES
section of this Group Health Care Plan will apply if:
• the Member is insured or covered for services under more than one

insurance plan; and
• such insurance plans or HMO Contracts are primary to automobile

insurance coverage.

Benefits this Group Health Care Plan will pay if it is secondary to PIP
or OSAIC.
If this Group Health Care Plan is secondary to PIP or OSAIC the actual
benefits payable will be the lesser of:

a. the allowable expenses left uncovered after PIP or OSAIC has
provided coverage after applying Cash Deductibles and Co-Payments,
or

(CITE 25 N..J.R. 5086) NEW JERSEY REGISTER, MONDAY, NOVEMBER 15, 1993

You're viewing an archived copy from the New Jersey State Library.



PROPOSALS Interested Persons see Inside Front Cover INSURANCE

b. the equivalent value of services if this Group Health Care Plan
had been primary.

VIII. MEMBER GENERAL PROVISIONS

ASSIGNMENT
No assignment or transfer by a Member of any of his or her interest
under this Group Health Care Plan is valid unless We consent thereto.

CONFIDENTIALITY
Information contained in the medical record of Members and informa­
tion received from physicians, surgeons, hospitals or other health
professionals incident to the physician-patient relationship or hospital­
patient relationship shall be kept confidential by Us; and except for use
incident to bona fide medical research and education as may be
permitted by law, or reasonably necessary in connection with the adminis­
tration of this Group Health Care Plan or in the compiling of aggregate
statistical data, or with respect to arbitration proceedings or litigation
initiated by Member against Us may not be disclosed without the
Member's written consent, except as required by law.

CONTINUING RIGHTS

Our failure to apply terms or conditions does not mean that We waive
or give up any future rights under this Group Health Care Plan.

CONVERSION PRIVILEGE
If a Subscriber's Spouse loses coverage due to a divorce, the Spouse
may apply for an individual health benefits plan. An application must
be made within 31 days of the occurrence of the divorce.

GOVERNING LAW

This entire Group Health Care Plan is governed by the laws of the State
of New Jersey.

IDENTIFICATION CARD
The Identification Card issued by Us to Members pursuant to this Group
Health Care Plan is for identification purposes only. Possession of an
Identification Card confers no right to services or benefits under this
Group Health Care Plan, and misuse of such identification card con­
stitutes grounds for termination of Member's coverage. If the Member
who misuses the card is the Employee, coverage may be terminated for
the Employee as well as any of the Employee's Dependents who are
Members. To be eligible for services or benefits under this Group Health
Care Plan, the holder of the card must be a Member on whose behalf
all applicable premium charges under this Group Health Care Plan have
been paid. Any person receiving services or benefits which he or she
is not entitled to receive pursuant to the provisions of this Group Health
Care Plan shall be charged for such services or benefits at prevailing
rates.
If any Member permits the use of his or her Identification Card by any
other person, such card may be retained by Us, and all rights of such
Member and his or her Dependents, if any, pursuant to this Group
Health Care Plan shall be terminated immediately, subject to the
Grievance Procedures.

INABILITY TO PROVIDE SERVICE
In the event that due to circumstances not within our reasonable control,
including, but not limited to, major disaster, epidemic, complete or
partial destruction of facilities, riot, civil insurrection, disability of a
significant part of our Participating Providers or entities with whom We
have arranged for services under this Group Health Care Plan, or similar
causes, the rendition of medical or hospital benefits or other services
provided under this Group Health Care Plan is delayed or rendered
impractical. We shall not have any liability or obligation on account of
such delay or failure to provide services, except to refund the amount
of the unearned prepaid premiums held by Us on the date such event
occurs. We are required only to make a good faith effort to provide
or arrange for the provision of services, taking into account the impact
of the event.

INCONTESTABILITY OF THE CONTRACT
There will be no contest of the validity of the Contract, except for not
paying premiums, after it has been in force for two years.
No statement in any application, except a fraudulent statement, made
by the Contract Holder or by a Member covered under this Group
Health Care Plan shall be used in contesting the validity of his or her
coverage or in deny benefits after such coverage has been in force for

two years during the person's lifetime. Note: There is no time limit with
respect to a contest in connection with fraudulent statements.
If the Contract replaces the contract of another insurer, We may rescind
this Contract based on misrepresentations made in the Contract Holder's
or a Member's signed application for up to two years from the Contract's
Effective Date.

INDEPENDENT CONTRACTOR RELATIONSHIP

1. No Participating Provider or other provider, institution, facility or
agency is our agent or employee. Neither We nor Our employees are
an agent or employee of any Participating Provider or other provider,
institution, facility or agency.
2. Neither the Contract Holder nor any Member is our agent, represen­
tative or employee, or an agent or representative of any Participating
Provider or other person or organization with which We have made or
hereafter shall make arrangements for services under this Group Health
Care Plan.
3. Participating Physicians maintain the physician-patient relationship
with Members and are solely responsible to Member for all medical
services which are rendered by Participating Physicians.
4. No Contract Holder or Member shall make or assert a claim inconsis­
tent with the foregoing unless based upon a writing signed by one of
Our officers.

LIMITATION OF ACTIONS
No action at law or in equity shall be brought to recover on the Contract
until 60 days after a Member files written proof of loss. No such action
shall be brought more than three years after the end of the time within
which proof of loss is required.

LIMITATION OF SERVICES

Except in cases of Medical Emergency, services are available only from
Participating Providers. We shall have no liability or obligation what­
soever on account of any service or benefit sought or received by a
Member from any Physician, Hospital, other Provider or other person,
entity, institution or organization unless prior arrangements are made
by Us.

MEDICAL NECESSITY
Members will receive designated benefits under the Group Health Care
Plan only when Medically Necessary and Appropriate. We may de­
termine whether any service or supply provided [or arranged] under the
Group Health Care Plan was Medically Necessary and Appropriate, and
We have the option to select the appropriate Participating Hospital to
render services if hospitalization is necessary. Decisions as to medical
necessity are subject to review by [Our quality assessment committee
or its physician designee]. We will not, however, seek reimbursement
from an eligible Member for the cost of any covered benefit provided
under the Group Health Care Plan that is later determined to have been
medically unnecessary and inappropriate, when such service is rendered
by a Primary Care Physician or a provider referred in writing by the
Primary Care Physician without notifying the Member that such benefit
would not be covered under this Group Health Care Plan.

NOTICES AND OTHER INFORMATION
Any notices, documents, or other information under the Contract may
be sent by United States Mail, postage prepaid, addressed as follows:
If to Us: To Our last address on record.
If to a Member: To the last address provided by the Member on an
enrollment or change of address form actually delivered to Us.

OTHER RIGHTS

We are only required to provide services and supplies to the extent stated
in the Contract, its riders and attachments. We have no other liability.
Services and supplies are to be provided in the most cost-effective
manner practicable as Determined by Us.
We reserve the right to use Our subsidiaries or appropriate employees
or companies in administering this Group Health Care Plan.
We reserve the right to modify or replace an erroneously issued Evidence
of Coverage.
Information in a Member's application may not be used by Us to void
the Contract or in any legal action unless the application or a duplicate
of it is attached to the Contract or has been mailed to a Member.
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CONTRACT INTERPRETATION
We shall administer Group Health Care Plan in accordance with its terms
and shall have the sole power to determine all questions arising in
connection with its administration, interpretation and application.

REFERRAL FORMS
A Member can be referred for Specialist Services by a Member's Primary
Care Physician.
Member will be responsible for the cost of all services provided by
anyone other than a Member's Primary Care Physician (including, but
not limited to, Specialist services) if a Member has not been referred
by his or her Primary Care Physician.

REFUSAL OF TREATMENT/NON·COMPLIANCE WITH
TREATMENT RECOMMENDATION
A Member may, for personal reasons disagree or not comply with
procedures, medicines, or courses of treatment recommended by a
Participating Physician or ignore treatment that is deemed Medically
Necessary by a Participating Physician. If such Participating Physician
(after a second Participating Physician's opinion, if requested by
Member), believes that no professionally acceptable alternative exists,
and if after being so advised, Member still refuses to comply with or
accept the recommended treatment or procedure, neither the Physician,
nor We, or any Participating Provider will have further responsibility
to provide any of the benefits available under the Contract for treatment
of such condition or its consequences or related conditions. We will
provide written notice to Member of a decision not to provide further
benefits for a particular condition. The decision is subject to the
Grievance Procedures. Treatment for the condition involved will be
resumed in the event Member agrees to follow the recommended treat­
ment or procedure.

REPORTS AND RECORDS
We are entitled to receive from any provider of services to Member
such information We deem is necessary to administer this Group Health
Care Plan subject to all applicable confidentiality requirements as defined
in this Evidence of Coverage. By accepting coverage under this Group
Health Care Plan, Subscriber, for himself or herself, and for all Depen­
dents covered hereunder, authorizes each and every provider who
renders services to the Member hereunder to disclose to Us all facts
and information pertaining to the care, treatment and physical condition
of Member and render reports pertaining to same to Us upon request
and to permit copying of a Member's records by Us.

SELECTING OR CHANGING A PRIMARY CARE PHYSICIAN [OR
HEALTH CENTER]
When You first obtain this coverage, You and each of Your covered
Dependents must select a Primary Care Physician [or Health Center).
Members select a Primary Care Physician from Our [Physician or Practi­
tioners Directory); this choice is solely a Member's. However, We cannot
guarantee the availability of a particular doctor. If the Primary Care
Physician initially selected cannot accept additional patients, a Member
will be notified and given an opportunity to make another Primary Care
Physician selection.
[After initially selecting a Primary Care Physician, Members can transfer
to different Primary Care Physicians if the physician-patient relationship
becomes unacceptable. The Member can select another Primary Care
Physician from Our [Physician or Practitioners Directory).
Transfer requests received within the first twenty-five (25) days of the
month will be effective the first day of the following month. If we receive
the request after the twenty-fifth (25th) day, then the change will be
effective the first day of the second month following the request.)

STATEMENTS
No statement will void the coverage, or be used in defense of a claim
under the Contract, unless it is contained in a writing signed by a
Member, and We furnish a copy to the Member or to the Member's
beneficiary.
All statements will be deemed representations and not warranties.

TERMINATION OF DEPENDENT COVERAGE
If You fail to pay the cost of Dependent coverage, Your Dependent
coverage will end. It will end on the last day of the period for which
You made the required payments, unless coverage ends earlier for other
reasons.
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A Dependent's coverage ends when the Dependent is no longer eligible.
This happens to a Child at 12:01 a.m. on the date he or she attains
the Group Health Care Plan's age limit, or marries, or when a step­
child is no longer dependent on You for support and maintenance. It
happens to a Spouse when the marriage ends in legal divorce or annul­
ment.
Also, Dependent coverage ends when Your coverage ends.
Read this Evidence of Coverage carefully if Dependent coverage ends
for any reason. Dependents may have the right to continue certain
benefits for a limited time.

THE ROLE OF A MEMBER'S PRIMARY CARE PHYSICIAN
A Member's Primary Care Physician provides basic health maintenance
services and coordinates a Member's overall health care. Anytime a
Member needs medical care, the Member should contact his or her
Primary Care Physician and identify himself or herself as a Member of
this program.
In a Medical Emergency, a Member may go directly to the emergency
room. If a Member does, then the Member must call his or her Primary
Care Physician and Member Services within 48 hours. If a Member does
not call within 48 hours, We will provide services only if We Determine
that notice was given as soon as was reasonably possible.
[THE ROLE OF THE CARE MANAGER. The Care Manager will
manage a Member's treatment for a Mental or Nervous Disorder,
Substance Abuse, or Alcohol Abuse. A Member must contact the Care
Manager or the Member's Primary Care Physician when A Member
needs treatment for one of these conditions.)

IX. CONTINUATION RIGHTS

COORDINATION AMONG CONTINUATION RIGHTS SECTIONS
As used in this section, COBRA means the Consolidated Omnibus
Budget Reconciliation Act of 1985 as enacted, and later amended.

A Member may be eligible to continue his or her group health benefits
under this Group Health Care Plan's COBRA CONTINUATION
RIGHTS (CCR) section and under other continuation sections of this
Group Health Care Plan at the same time.
Continuation Under CCR and NEW JERSEY GROUP CONTINU­
ATION RIGHTS (NJGCR): If a Member is eligible to continue his or
her group health benefits under both this Group Health Care Plan's
CCR and NIGCR sections, he or she may elect to continue under CCR,
but cannot continue under NIGCR.
Continuation Under CCR and any other continuation section of this
Group Health Care Plan:
If a Member elects to continue his or her group health benefits under
both this Group Health Care Plan's CCR and any other continuation
sections, the continuations:

a. start at the same time;
b. run concurrently; and
c. end independently on their own terms.

While covered under more than one continuation section, the Member:
a. will not be entitled to duplicate benefits; and
b. will not be subject to the premium requirements of more than one

section at the same time.

AN IMPORTANT NOTICE ABOUT CONTINUATION RIGHTS
The following COBRA CONTINUATION RIGHTS section may not apply
to the Employer's plan. You must contact Your Employer to find out
if:

a. the Employer is subject to the COBRA CONTINUATION RIGHTS
section, and therefore;

b. the section applies to You.

COBRA CONTINUATION RIGHTS

Important Notice
Under this section, "qualified continuee" means any person who, on the
day before any event which would qualify him or her for continuation
under this section, is covered for group health benefits under this Group
Health Care Plan as:

a. an active, covered Employee;
b. the spouse of an active, covered Employee; or
c. the Dependent child of an active, covered Employee. Any person

who becomes covered under the Group Health Care Plan during a
continuation provided by this section is not a qualified continuee.
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If Your Group Health Benefits Ends
If Your group health benefits end due to Your termination of employ­
ment or reduction of work hours, You may elect to continue such benefits
for up to 18 months, if:

a. You were not terminated due to gross misconduct; and
b. You are not entitled to Medicare.

The continuation:
a. may cover You and any other qualified continuee; and
b. is subject to the When Continuation Ends section.

Extra Continuation for Disabled Qualified Continuees
If a qualified continuee is determined to be disabled under Title n or
Title XVI of the Social Security Act on the date his or her group health
benefits would otherwise end due to Your termination of employment
or reduction of work hours, he or she may elect to extend his or her
18 month continuation period above for up to an extra 11 months.
To elect the extra 11 months of continuation, the qualified continuee
must give the Employer written proof of Social Security's determination
of his or her disability before the earlier of:

a. the end of the 18 month continuation period; and
b. 60 days after the date the qualified continuee is determined to be

disabled.
If, during this extra 11 month continuation period, the qualified con­
tinuee is determined to be no longer disabled under the Social Security
Act, he or she must notify the Employer within 30 days of such de­
termination, and continuation will end, as explained in the When Con­
tinuation Ends section.
An additional 50% of the total premium charge also may be required
from You by the Employer during this extra 11 month continuation
period.

If You Die While Covered
If You die while covered, any qualified continuee whose group health
benefits would otherwise end may elect to continue such benefits. The
continuation can last for up to 36 months, subject to the When Continu­
ation Ends section.

If Your Marriage Ends
If Your marriage ends due to legal divorce or legal separation, any
qualified continuee whose group health benefits would otherwise end
may elect to continue such benefits. The continuation can last for up
to 36 months, subject to the When Continuation Ends section.

If A Dependent Loses Eligibility
If a Dependent child's group health benefits end due to his or her loss
of dependent eligibility as defined in the Group Health Care Plan, other
than Your coverage ending, he or she may elect to continue such
benefits. However, such Dependent child must be a qualified continuee.
The continuation can last for up to 36 months, subject to When Continu­
ation Ends.

Concurrent Continuations
If a Dependent elects to continue his or her group health benefits due
to Your termination of employment or reduction of work hours, the
Dependent may elect to extend his or her 18 month continuation period
to up to 36 months, if during the 18 month continuation period, either:

a. the Dependent becomes eligible for 36 months of group health
benefits due to any of the reasons stated above; or

b. You become entitled to Medicare.
The 36 month continuation period starts on the date the 18 month
continuation period started, and the two continuation periods will be
deemed to have run concurrently.

The Qualified Continuee's Responsibilities
A person eligible for continuation under this section must notify the
Employer, in writing, of:

a. the legal divorce or legal separation of You from Your spouse; or
b. the loss of dependent eligibility, as defined in this Group Health

Care Plan, of a covered Dependent child.
Such notice must be given to the Employer within 60 days of either of
these events.

The Employer's Responsibilities
The Employer must notify the qualified continuee, in wntmg, of:

a. his or her right to continue the Group Health Care Plan's group
health benefits;

b. the monthly premium he or she must pay to continue such benefits;
and

c. the times and manner in which such monthly payments must be
made.
Such written notice must be given to the qualified continuee within 14
days of:

a. the date a qualified continuee's group health benefits would
otherwise end due to Your death or Your termination of employment
or reduction of work hours; or

b. the date a qualified continuee notifies the Employer, in writing,
of Your legal divorce or legal separation from Your spouse, or the loss
of dependent's eligibility of a covered Dependent child.

The Employer's Liability
The Employer will be liable for the qualified continuee's continued group
health benefits to the same extent as, and in place of, [Carrier], if:

a. the Employer fails to remit a qualified continuee's timely premium
payment to Us on time, thereby causing the qualified continuee's con­
tinued group health benefits to end; or

b. the Employer fails to notify the qualified continuee of his or her
continuation rights, as described above.

Election of Continuation
To continue his or her group health benefits, the qualified continuee
must give the Employer written notice that he or she elects to continue.
This must be done within 60 days of the date a qualified continuee
receives notice of his or her continuation rights from the Employer as
described above. And the qualified continuee must pay the first month's
premium in a timely manner.
The subsequent premiums must be paid to the Employer, by the qualified
continuee, in advance, at the times and in the manner specified by the
Employer. No further notice of when premiums are due will be given.
The monthly premium will be the total rate which would have been
charged for the group health benefits had the qualified continuee stayed
insured under this Group Health Care Plan on a regular basis. It includes
any amount that would have been paid by the Employer. Except as
explained in the Extra Continuation for Disabled Qualified Continuees
section, an additional charge of two percent of the total premium charge
may also be required by the Employer.
If the qualified continuee fails to give the Employer notice of his or
her intent to continue, or fails to pay any required premiums in a timely
manner, he or she waives his or her continuation rights.

Grace in Payment of Premiums
A qualified continuee's premium payment is timely if, with respect to
the first payment after the qualified continuee elects to continue, such
payment is made no later than 45 days after such election. In all other
cases, such premium payment is timely if it is made within 31 days of
the specified date.

When Continuation Ends
A qualified continuee's continued group health benefits end on the first
of the following:

a. with respect to continuation upon Your termination of employment
or reduction of work hours, the end of the 18 month period which starts
on the date the group health benefits would otherwise end;

b. with respect to a disabled qualified continuee who has elected an
additional 11 months of continuation, the earlier of:

• the end of the 29 month period which starts on the date the
group health benefits would otherwise end; or

• the first day of the month which coincides with or next follows
the date which is 30 days after the date on which a final
determination is made that a disabled qualified continuee is no
longer disabled under Title n or Title XVI of the Social Security
Act;

c. with respect to continuation upon Your death, Your legal divorce
or legal separation, or the end of a covered Dependent's eligibility, the
end of the 36 month period which starts on the date the group health
benefits would otherwise end;

d. with respect to a Dependent whose continuation is extended due
to the Employee's entitlement to Medicare, the end of the 36 month
period which starts on the date the group health benefits would otherwise
end;

e. the date the Contract ends;
f. the end of the period for which the last premium payment is made;
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g. the date he or she becomes covered under any other Group Health
Care Plan which contains no limitation or exclusion with respect to any
Pre-Existing Condition of the qualified continuee;

h. the date he or she becomes entitled to Medicare.
A divorced spouse whose continued health benefits end as described
above may elect to convert some of these benefits to an individual
insurance policy. Read this Evidence of Coverage's Conversion Rights
for Divorced Spouses section for details.

NEW JERSEY GROUP CONTINUATION RIGHTS

Important Notice
If Your Group Benefits End
If Your health coverage ends due to termination of employment for a
reason other than for cause, or reduction of work hours to below 25
hours per week, You may elect to continue such benefits for up to 12
months, subject to the When Continuation Ends section. At Your option,
You may elect to continue health coverage for any of Your then covered
Dependents whose coverage would otherwise end at this time. In order
to continue health coverage for Your Dependents, You must elect to
continue health coverage for Yourself.

What You Must Do
To continue Your health coverage, You must send a written request
to the Employer within 30 days of the date of termination of employment
or reduction of work hours. You must also pay the first month's premium.
The first premium payment must be made within 30 days of the date
You elect continuation.
The subsequent premiums must be paid to the Employer, by You, in
advance, at the times and in the manner We specify.
The monthly premium will be the total rate which would have been
charged for the small group benefits had You stayed covered under this
Group Health Care Plan on a regular basis. It includes any amount that
the Employer would have paid. And an additional charge of 2% of the
total premium may be charged for the continued coverage.
If You fail to give the Employer notice that You elect to continue, or
fail to make any premium payment in a timely manner, You waive Your
continuation rights. All premium payments, except the first, will be
considered timely if they are made within 31 days of the specified due
dates.

The Continued Coverage
Your continued coverage will be identical to the coverage You had when
covered under this Group Health Care Plan on a regular basis. Any
modifications made under this Group Health Care Plan will apply to
similarly situated continuees. We do not ask for evidence of good health
in order for You to continue.

When Continuation Ends
A Member's continued health coverage ends on the first of the following:

a. the date which is 12 months from the date the small group benefits
would otherwise end;

b. the date the Member becomes eligible for Medicare;
c. the end of the period for which the last premium payment is made;
d. the date the Member becomes covered under another group

medical plan which contains no limitation or exclusion with respect to
any Pre-Existing Condition of the Member;

e. with respect to a Member who becomes covered under another
group medical plan which contains a limitation or exclusion with respect
to a Pre-Existing Condition of the Member, the date such limitation or
exclusion ends;

f. the date the Employer no longer provides any health benefit plans
for any of the Employer's Employees or their eligible Dependents; or

g. with respect to a Dependent, the date he or she is no longer an
eligible Dependent as defined in this Group Health Care Plan.

A TOTALLY DISABLED EMPLOYEE'S RIGHT TO CONTINUE
GROUP HEALTH BENEFITS

If You are Totally Disabled
If You are Totally Disabled and Your group health benefits end because
Your active employment or membership in an eligible class ends due
to that disability, You can elect to continue Your group health benefits.
But You must have been covered by this Group Health Care Plan for
at least three months immediately prior to the date Your group health
benefits ends. The continuation can cover You, and at Your option, Your
then covered Dependents.

PROPOSALS

How And When To Continue Coverage
To continue group health benefits, You must give the Employer written
notice that You elect to continue such benefits. And You must pay the
first month's premium. This must be done within 31 days of the date
Your coverage under this Group Health Care Plan would otherwise end.
Subsequent premiums must be paid to the Employer monthly, in ad­
vance, at the times and in the manner specified by the Employer. The
monthly premium You must pay will be the total rate charged for an
active Full-Time Employee, covered under this Group Health Care Plan
on a regular basis, on the date each payment is due. It includes any
amount which would have been paid by the Employer.
We will consider Your failure to give notice or to pay any required
premium as a waiver of Your continuation rights.
If the Employer fails, after the timely receipt of Your payment, to pay
Us on Your behalf, thereby causing Your coverage to end; then such
Employer will be liable for Your benefits, to the same extent as, and
in place of, Us.

When This Continuation Ends
These continued group health benefits end on the first of the following:

a. the end of the period for which the last payment is made, if You
stop paying.

b. the date the Member becomes employed and eligible or covered
for similar benefits by another group plan, whether it be an insured or
uninsured plan;

c. the date this Group Health Care Plan ends or is amended to end
for the class of Employees to which You belonged; or

d. with respect to a Dependent, the date he or she stops being an
eligible Dependent as defined in this Group Health Care Plan.

EMPLOYEE'S RIGHT TO CONTINUE GROUP HEALTH BENEFITS
DURING A FAMILY LEAVE OF ABSENCE

Important Notice
This section may not apply to an Employer's plan. The Employee must
contact bis or her Employer to find out if:
• the Employer must allow for a leave of absence uner Federal law

and, therefore
• the section applies to You.

If Your Group Health Coverage Ends
Group health coverage may end for You because You cease Full-Time
work due to an approved leave of absence. Such leave of absence must
have been granted to allow You to care for a sick family member or
after the birth or adoption of a child. If so, Your medical care coverage
will be continued. Dependents' coverage may also be continued. You
will be required to pay the same share of premium as before the leave
of absence.

When Continuation Ends
Coverage may continue until the earliest of:

a. the date You return to Full-Time work
b. the end of a total period of 12 weeks in any 12 month period, or
c. the date on which Your coverage would have ended had You not

been on leave.

A DEPENDENT'S RIGHT TO CONTINUE GROUP HEALTH
BENEFITS
If You die, any of Your Dependents who were covered under this Group
Health Care Plan may elect to continue coverage. Subject to the payment
of the payment of the required premium, coverage may be continued
until the earlier of:

a. 180 days following the date of Your death; or
b. the date the Dependent is no longer eligible under the terms of

this Group Health Care Plan.

CONVERSION RIGHTS FOR DIVORCED SPOUSES

IF YOUR MARRIAGE ENDS
If Your marriage ends by legal divorce or annulment, the group health
coverage for his or her former spouse ends. The former spouse may
convert to an individual policy during the conversion period. The former
spouse may cover under his or her individual policy any of his or her
Dependent children who were covered under this Group Health Care
Plan on the date the group health coverage ends. See exceptions below.
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Exceptions
No former spouse may use this conversion right:
• unless he or she has been insured under this Group Health Care

Plan for at least 3 months;
• if he or she is eligible for Medicare;
• if it would cause him or her to be overinsured; or
[. if he or she permanently relocates outside the Service Area.]
This may happen if the spouse is covered or eligible for coverage
providing similar benefits provided by any other plan, insured or not
insured. We will determine if overinsurance exists using Our standards
for overinsurance.

HOW AND WHEN TO CONVERT
The conversion period means the 31 days after the date group health
coverage ends. The former spouse must apply for the individual policy
in writing and pay the first premium for such policy during the conversion
period. Evidence of good health will not be required.

THE CONVERTED CONTRACT
The individual policy will provide the medical benefits that We are
required to offer. The individual policy will take effect on the day after
group health coverage under this Group Health Care Plan ends.
After group health coverage under this Group Health Care Plan ends,
the former spouse and any children covered under the individual policy
may still be paid benefits under this Group Health Care Plan. If so,
benefits to be paid under the individual policy will be reduced by the
amount paid or the reasonable cash value of services provided under
this Group Health Care Plan.

X. RIGHT TO RECOVERY-THIRD PARTY LIABILITY
As used in this section:
"Covered Person" means an Employee or Dependent, including the legal
representative of a minor or incompetent, insured by this Contract.
"Reasonable pro-rata Expenses" are those costs such as lawyers fees and
court costs, incurred to effect a third party payment, expressed as a
percentage of such payment.
"Third Party" means anyone other than Us, the Employer or the Covered
Person.
If a Covered Person receives services or supplies from Us or makes a
claim to Us under this Group Health Care Plan prior to receiving
payment from a third party or its insurer, the Covered Person must agree,
in writing, to repay Us from any amount of money they receive from
the third party, or its insurer for an Illness or Injury.
We shall require the return of health benefits paid or the reasonable
cash value of all services and supplies arranged [or provided] for an
Illness or Injury, up to the amount a Covered Person receives for that
Illness or Injury through:

a. a third party settlement;
b. a satisfied judgment; or
c. other means.

We will only require such payment when the amounts received through
such settlement, judgment or otherwise, are specifically identified as
amounts paid for health benefits for which We have paid benefits or
arranged [or provided] services or supplies.
The repayment will be equal to the amount of benefits paid by Us or
the reasonable cash value of services and supplies arranged or provided
by Us. However, the Covered Person may deduct the reasonable pro­
rata expenses, incurred in effecting the third party payment from the
repayment to Us.
The repayment agreement will be binding upon the Covered Person
whether:

a. the payment received from the third party, or its insurer, is the
result of a legal judgment, an arbitration award, a compromise settle­
ment, or any other arrangement, or

b. the third party, or its insurer, has admitted liability for the payment.
We will not pay any benefits under this Group health Care Plan or
arrange [or provide] services and supplies to or on behalf of a Covered
Person, who has received payment in whole or in part from a third party,
or its insurer for past or future charges for an Illness or Injury, resulting
from the negligence, intentional act, or no-fault tort liability of a third
party.

XII. EFFECT OF MEDICARE ON THE COVERAGE

A. ELIGIBILITY PROVISIONS FOR MEMBERS ARE 6S OR MORE
WHO ARE ELIGIBLE FOR MEDICARE.

"Medicare means Title XVIII (Health Insurance for the Aged and
Disabled) of the United States Social Security Act, as amended from
time to time.
"Part A of Medicare" means the program of Hospital Insurance for the
Aged and Disabled under Part A of Medicare.
A Member age 65 or more who is eligible for Part A of Medicare may
have this coverage as that person's primary benefit program, pursuant
to the Federal Age Discrimination in Employment Act, as amended. The
coverage for such Member will continue only while the Member is
meeting the following conditions:

(I) In the case of an Employee, the Employee is not retired.
(2) In the case of a Dependent, the Member is the Dependent of

an Employee who meets condition (1) above.
(3) The Member has not elected Medicare, in writing, as the primary

benefit program.

B. SPECIAL PROVISIONS FOR OTHER MEMBERS WHO ARE
ELIGIBLE FOR MEDICARE.

For a Member who is eligible for Medicare and to whom section A above
does not apply, this coverage will continue only subject to the following
conditions:

(1) The Member, if eligible, has enrolled in Parts A and B of
Medicare.

(2) The Member has completed such consents, releases, assignments
and other documents reasonably requested by Us to obtain or assure
Medicare reimbursements.

C. SERVICES AND SUPPLIES.
The services and supplies of this coverage provided to Members are not
designed to duplicate any benefit for which they are enrolled and entitled
under Medicare. All sums payable under Medicare for services and
supplies that are provided under this coverage will be payable to, and
retained by, Us.

EXHIBIT Z
PART 1

RIDER FOR PRESCRIPTION DRUG INSURANCE (CARD/MAlL)

[Policyholder:

Group Policy No.

Effective Date:1

The Prescription Drug section of the COVERED CHARGES provision
of the HEALTH BENEFITS INSURANCE section is replaced with the
following:
[Carrier] covers drugs to treat an Illness or Injury which require a
Practitioner's prescription which are obtained while confined as an Inpa­
tient in a Facility. But [Carrier] only covers drugs which are:

a. approved for treatment of the Covered Person's Illness or Injury
by the Food and Drug Administration;

b. approved by the Food and Drug Administration for the treatment
of a particular diagnosis or condition other than the Covered Person's
and recognized as appropriate medical treatment for the Covered
Person's diagnosis or condition in one or more of the following
established reference compendia:

1. The American Medical Association Drug Evaluations;
2. The American Hospital Formulary Service Drug Information;
3. The United States Pharmacopeia Drug Information; or

c. supported by the preponderance of evidence that exists in clinical
review studies that are reported in major peer-reviewed medical
literature or review articles that are reported in major peer-reviewed
medical literature.
Coverage for the above drugs also includes medically necessary services
associated with the administration of the drugs.
In no event will [Carrier] pay for:

a. drugs labeled: "Caution-Limited by Federal Law to Investigational
Use"; or

b. any drug which the Food and Drug Administration has determined
to be contraindicated for the specific treatment for which the drug has
been prescribed.
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And [Carrier] excludes drugs that can be bought without a prescription,
even if a Practitioner orders them.
[Carrier] does cover drugs to treat Mental and Nervous Conditions and
Substance Abuse under the Rider for Prescription Drug Insurance.
This Prescription Drug insurance will pay benefits for covered drugs,
prescribed by a Practitioner. What [Carrier] pays and the terms of
payment are explained below.

DEFINITIONS
Brand Name Drugs mean:

a. drugs as determined by the Food and Drug Administration and
listed in the Formulary of the State in which they are dispensed; and

b. protected by the trademark registration of the pharmaceutical com­
pany which produces them.
Generic Drugs mean:

a. therapeutically equivalent drugs, as determined by the Food and
Drug Administration and as listed in the Formulary of the State in which
they are dispensed;

b. drugs which are used unless the Practitioner prescribes a Brand
Name Drug; and

c. drugs which are identical to the Brand Name Drugs in strength
or concentration, dosage form and route of administration.
Mail Order Program means a program under which a Covered Person
can obtain Prescription Drugs from a Participating Mail Order Pharmacy
by ordering the drugs through the mail.
Maintenance Drug means only a Prescription Drug used for the treat­
ment of chronic medical conditions.
Participating Mail Order Pharmacy means a licensed and registered
pharmacy operated by [ABC] or with whom [ABC] has signed a
pharmacy service agreement, that is equipped to provide Prescription
Drugs through the mail.
Participating Pharmacy means a licensed and registered pharmacy
operated by [ABC] or with whom [ABC] has signed a pharmacy service
agreement.
Prescription Drug means:

a. Legend Drugs;
b. compound medications of which at least one ingredient is a Legend

Drug;
c. insulin; and
d. any other drug which by law may only be dispensed with a prescrip­

tion from a Practitioner.
Legend Drugs means any drug which must be labeled. "Caution-Federal
Law prohibits dispensing without a prescription."

CO-PAYMENT
A Covered Person must pay the appropriate Co-Payment shown below
for each Prescription Drug each time it is dispensed by a Participating
Pharmacy or by a Participating Mail Order Pharmacy. The Co-Payment
must be paid before the Policy pays any benefit for the Prescription Drug.
The Co-Payment for each prescription or refill which is not obtained
through the Mail Order Program is:
• for Generic Drugs $ 5.00
• for Brand Name Drugs $10.00
The Co-Payment for each prescription or refill which is obtained through
the Mail Order Program is:
• for Generic Drugs NONE
• for Brand Name Drugs $5.00
After the Co-Payment is paid, [Carrier] will pay the Covered Charge
in excess of the Co-Payment for each Prescription Drug dispensed by
a Participating Pharmacy or by a Participating Mail Order Pharmacy
while the Covered Person is insured. What [Carrier] pays is subject to
all the terms of the Policy.

COVERED DRUGS
The Policy only pays benefits for Prescription Drugs which are:

a. prescribed by a Practitioner (except for insulin);
b. dispensed by a Participating Pharmacy or by a Participating Mail

Order Pharmacy; and
c. needed to treat an Illness or Injury or Mental and Nervous Con­

ditions and Substance Abuse.
Such charges will not include charges made for more than:

a. the greater of a 30 day supply or 100 unit doses for each prescription
or refill which is not obtained through the Mail Order Program;

PROPOSALS

b. a 90 day supply of a Maintenance Drug or a 30 day supply of any
other Prescription Drug obtained through the Mail Order Program; and

c. the amount usually prescribed by the Covered Person's Practitioner.
A charge will be considered to be incurred at the time the Prescription
Drug is received.

POLICYHOLDER LIABILIlY
The Policyholder will be liable to [Carrier] for any Prescription Drug
benefit paid to a person after his insurance ends, except as stated in
the Extended Health Benefit section of the Policy.

EXCLUSIONS
[Carrier] will not pay for any of the following:
a. Charges to administer a Prescription Drug.
b. Charges for:
• immunization agents
• biological sera
• blood or blood plasma.
c. Charges for a Prescription Drug which is:
• labeled "Caution-limited by Federal Law to investigational use"; or
• experimental.
d. Charges for refills in excess of that specified by the prescribing
Practitioner.
e. Charges for refills dispensed after one year from the original date
of the prescription.
f. Charges for drugs, except insulin, which can be obtained legally with­
out a Practitioner's prescription.
g. Charges for a Prescription Drug which is to be taken by or given
to the Covered Person, in whole or in part, while confined in:
• a Hospital
• a rest home
• a sanitarium
• an Extended Care Facility
• a Substance Abuse Center
• an alcohol abuse or mental health center
• a convalescent home
• a nursing home
or similar institution.
h. Charges for:
• therapeutic devices or appliances
• hypodermic needles
• syringes
• support garments
and other non-medical substances, regardless of their intended use.
i. Charges for vitamins, except Legend Drug vitamins.
j. Charges for drugs containing nicotine or other smoking deterrent
medication.
k. Charges for topical dental Fluorides.
I. Charges for any drug used in connection with baldness.
m. Charges for drugs needed due to conditions caused, directly or
indirectly, by a Covered Person taking part in a riot or other civil
disorder; or the Covered Person taking part in the commission of a
felony.
n. Charges for drugs needed due to conditions caused, directly or in­
directly, by declared or undeclared war or an act of war.
o. Charges for drugs dispensed to a Covered Person while on active duty
in any armed force.
p. Charges for drugs for which there is no charge. This usually means
drugs furnished by the Covered Person's employer, labor union, or
similar group in its medical department or clinic; a Hospital or clinic
owned or run by any government body; or any public program, except
Medicaid, paid for or sponsored by any government body. But, if a charge
is made, and [Carrier] is legally required to pay it, [Carrier] will.
q. Charges for drugs needed due to an on-the-job or job-related Injury
or Illness; or conditions for which benefits are payable by Workers'
Compensation, or similar laws.
This rider is part of the [certificate]. Except as stated above, nothing
in this rider changes or affects any other terms of the Policy or the
[certificate].

[Carrier should insert Standard Rider Closure.]
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(CARD)

EXHmIT Z
PART 2

RIDER FOR PRESCRIPTION DRUG INSURANCE

[Policyholder:

Group Policy No.

Effective Date:]

The Prescription Drug section of the COVERED CHARGES provision
of the HEALTH BENEFITS INSURANCE section is replaced with the
following:
[Carrier] covers drugs to treat an Illness or Injury which require a
Practitioner's prescription which are obtained while confined as an Inpa­
tient in a Facility. But [Carrier] only covers drugs which are:

a. approved for treatment of the Covered Person's Illness or Injury
by the Food and Drug Administration;

b. approved by the Food and Drug Administration for the treatment
of a particular diagnosis or condition other than the Covered Person's
and recognized as appropriate medical treatment for the Covered
Person's diagnosis or condition in one or more of the following
established reference compendia:

I. The American Medical Association Drug Evaluations;
2. The American Hospital Formulary Service Drug Information;
3. The United States Pharmacopeia Drug Information; or

c. supported by the preponderance of evidence that exists in clinical
review studies that are reported in major peer-reviewed medical
literature or review articles that are reported in major peer-reviewed
medical literature.
Coverage for the above drugs also includes medically necessary services
associated with the administration of the drugs.
In no event will [Carrier] pay for:

a. drugs labeled: "Caution-Limited by Federal Law to Investigational
Use"; or

b. any drug which the Food and Drug Administration has determined
to be contraindicated for the specific treatment for which the drug has
been prescribed.
And [Carrier] excludes drugs that can be bought without a prescription,
even if a Practitioner orders them.
[Carrier] does cover drugs to treat Mental and Nervous Conditions and
Substance Abuse under the Rider for Prescription Drug Insurance.
This Prescription Drug insurance will pay benefits for covered drugs,
prescribed by a Practitioner. What [Carrier] pays and the terms of
payment are explained below.

DEFINITIONS
Brand Name Drugs mean:

a. drugs as determined by the Food and Drug Administration and
listed in the Formulary of the State in which they are dispensed; and

b. protected by the trademark registration of the pharmaceutical com­
pany which produces them.
Generic Drugs mean:

a. therapeutically equivalent drugs, as determined by the Food and
Drug Administration and as listed in the Formulary of the State in which
they are dispensed;

b. drugs which are used unless the Practitioner prescribes a Brand
Name Drug; and

c. drugs which are identical to the Brand Name Drugs in strength
or concentration, dosage form and route of administration.
Participating Pharmacy means a licensed and registered pharmacy
operated by [ABC] or with whom [ABC] has signed a pharmacy service
agreement.
Prescription Drug means:

a. Legend Drugs;
b. compound medications of which at least one iRtredient is a Legend

Drug;
c. insulin; and
d. any other drug which by law may only be dispensed with a prescrip­

tion from a Practitioner.
Legend Drugs means any drug which must be labeled: "Caution­
Federal Law prohibits dispensing without a prescription."

CO-PAYMENT
A Covered Person must pay the appropriate Co-Payment shown below
for each Prescription Drug each time it is dispensed by a Participating
Pharmacy. The Co-Payment must be paid before the Policy pays any
benefit for the Prescription Drug. The Co-Payment for each prescription
or refill is:
• for Generic Drugs $ 5.00
• for Brand Name Drugs $10.00
After the CO-Payment is paid, [Carrier] will pay the Covered Charge
in excess of the Co-Payment for each Prescription Drug dispensed by
a Participating Pharmacy while the Covered Person is insured. What
[Carrier] pays is subject to all the terms of the Policy.

COVERED DRUGS
The Policy only pays benefits for Prescription Drugs which are:

a. prescribed by a Practitioner (except for insulin);
b. dispensed by a Participating Pharmacy; and
c. needed to treat an Illness or Injury or Mental and Nervous Con­

ditions and Substance Abuse.
Such charges will not include charges made for more than:

a. the greater of a 30 day supply or 100 unit doses; and
b. the amount usually prescribed by the Covered Person's Practitioner.

A charge will be considered to be incurred at the time the Prescription
Drug is received.

POLICYHOLDER LIABILITY
The Policyholder will be liable to [Carrier] for any Prescription Drug
benefit paid to a person after his insurance ends, except as stated in
the Extended Health Benefit section of the Policy.

EXCLUSIONS
[Carrier] will not pay for any of the following:
a. Charges to administer a Prescription Drug.
b. Charges for:
• immunization agents
• biological sera
• blood or blood plasma.
c. Charges for a Prescription Drug which is:
• labeled "Caution-limited by Federal Law to investigational use"; or
• experimental.
d. Charges for refills in excess of that specified by the prescribing
Practitioner.
e. Charges for refills dispensed after one year from the original date
of the prescription.
f. Charges for drugs, except insulin, which can be obtained legally with­
out a Practitioner's prescription.
g. Charges for a Prescription Drug which is to be taken by or given
to the Covered Person, in whole or in part, while confined in:
• a Hospital
• a rest home
• a sanitarium
• an Extended Care Facility
• a Substance Abuse Center
• an alcohol abuse or mental health center
• a convalescent home
• a nursing home
or similar institution.
h. Charges for:
• therapeutic devices or appliances
• hypodermic needles
• syringes
• support garments
and other non-medical substances, regardless of their intended use.
i. Charges for vitamins, except Legend Drug vitamins.
j. Charges for drugs containing nicotine or other smoking deterrent
medication.
k. Charges for topical dental Fluorides.
I. Charges for any drug used in connection with baldness.
m. Charges for drugs needed due to conditions caused, directly or
indirectly, by a Covered Person taking part in a riot or other civil
disorder; or the Covered Person taking part in the commission of a
felony.
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n. Charges for drugs needed due to conditions caused, directly or in­
directly, by declared or undeclared war or an act of war.
o. Charges for drugs dispensed to a Covered Person while on active duty
in any armed force.

p. Charges for drugs for which there is no charge. This usually means
drugs furnished by the Covered Person's employer, labor union; or
similar group in its medical department or clinic; a Hospital or clinic
owned or run by any government body; or any public program, except
Medicaid, paid for or sponsored by any government body. But, if a charge
is made, and [Carrier] is legally required to pay it, [Carrier] will.
q. Charges for drugs needed due to an on-the-job or job-related Injury
or Illness; or conditions for which benefits are payable by Workers'
Compensation, or similar laws.

This rider is part of the [certificate]. Except as stated above, nothing
in this rider changes or affects any other terms of the Policy or the
[certificate].

[Carrier should insert Standard Rider Closure.)

[Policyholder:

Group Policy No.

Effective Date:l
The Prescription Drug section of the COVERED CHARGES provision
of the HEALTH BENEFITS INSURANCE section is replaced with the
following:
[Carrier] covers drugs to treat an Illness or Injury which require a
Practitioner's prescription which are obtained while confined as an Inpa­
tient in a Facility. But [Carrier] only covers drugs which are:

a. approved for treatment of the Covered Person's Illness or Injury
by the Food and Drug Administration;

b. approved by the Food and Drug Administration for the treatment
of a particular diagnosis or condition other than the Covered Person's
and recognized as appropriate medical treatment for the Covered
Person's diagnosis or condition in one or more of the following
established reference compendia:

1. The American Medical Association Drug Evaluations;
2. The American Hospital Formulary Service Drug Information;
3. The United States Pharmacopeia Drug Information; or

c. supported by the preponderance of evidence that exists in clinical
review studies that are reported in major peer-reviewed medical
literature or review articles that are reported in major peer-reviewed
medical literature.
Coverage for the above drugs also includes medically necessary services
associated with the administration of the drugs.
In no event will [Carrier] pay for:

a. drugs labeled: "Caution-Limited by Federal Law to Investigational
Use"; or

b. any drug which the Food and Drug Administration has determined
to be contraindicated for the specific treatment for which the drug has
been prescribed.
And [Carrier) excludes drugs that can be bought without a prescription,
even if a Practitioner orders them.
[Carrier) does cover drugs to treat Mental and Nervous Conditions and
Substance Abuse under the Rider for Prescription Drug Insurance.
This Prescription Drug insurance will pay benefits for covered drugs,
prescribed by a Practitioner. What [Carrier] pays and the terms of
payment are explained below.

DEFINITIONS

Brand Name Drugs mean:
a. drugs as determined by the Food and Drug Administration and

listed in the Formulary of the State in which they are dispensed; and
b. protected by the trademark registration of the pharmaceutical com­

pany which produces them.
Generic Drugs mean:

a. therapeutically equivalent drugs, as determined by the Food and
Drug Administration and as listed in the Formulary of the State in which
they are dispensed;

EXHIBIT Z
PART 3

RIDER FOR PRESCRIPTION DRUG INSURANCE (MAIL)

b. drugs which are used unless the Practitioner prescribes a Brand
Name Drug; and

c. drugs which are identical to the Brand Name Drugs in strength
or concentration, dosage form and route of administration.
Mail Order Program means a program under which a Covered Person
can obtain Prescription Drugs from a Participating Mail Order Pharmacy
by ordering the drugs through the mail.
Maintenance Drug means only a Prescription Drug used for the treat­
ment of chronic medical conditions.
Participating Mail Order Pharmacy means a licensed and registered
pharmacy operated by [ABC] or with whom [ABC] has signed a
pharmacy service agreement, that is equipped to provide Prescription
Drugs through the mail.
Prescription Drug means:

a. Legend Drugs;
b. compound medications of which at least one ingredient is a Legend

Drug;
c. insulin; and
d. any other drug which by law may only be dispensed with a prescrip­

tion from a Practitioner.

Legend Drugs means any drug which must be labeled: "Caution­
Federal Law prohibits dispensing without a prescription."

CO-PAYMENT
A Covered Person must pay the appropriate Co-Payment shown below
for each Prescription Drug each time it is dispensed by a Participating
Mail Order Pharmacy. The Co-Payment must be paid before the Policy
pays any benefit for the Prescription Drug. The Co-Payment for each
prescription or refill is:
• for Generic Drugs None
• for Brand Name Drugs $5.00
After the Co-Payment is paid, [Carrier] will pay the Covered Charge
in excess of the Co-Payment for each Prescription Drug dispensed by
a Participating Mail Order Pharmacy while the Covered Person is in­
sured. What [Carrier] pays is subject to all the terms of the Policy.

COVERED DRUGS
The Policy only pays benefits for Prescription Drugs which are:

a. prescribed by a Practitioner (except for insulin);
b. dispensed by a Participating Mail Order Pharmacy for take-home

use; and
c. needed to treat an Illness or Injury or Mental and Nervous Con­

ditions and Substance Abuse.
Such charges will not include charges made for more than:

a. a 90 day supply of a Maintenance Drug, or a 30 day supply of any
other Prescription Drug; and

b. the amount usually prescribed by the Covered Person's Practitioner.
A charge will be considered to be incurred at the time the Prescription
Drug is received.

POLICYHOLDER LIABILITY

The Policyholder will be liable to [Carrier] for any Prescription Drug
benefit paid to a person after his insurance ends, except as stated in
the Extended Health Benefit section of the Policy.

EXCLUSIONS
[Carrier] will not pay for any of the following:
a. Charges to administer a Prescription Drug.
b. Charges for:
• immunization agents
• biological sera
• blood or blood plasma.
c. Charges for a Prescription Drug which is:
• labeled "Caution-limited by Federal Law to investigational use"; or
• experimental.
d. Charges for refills in excess of that specified by the prescribing
Practitioner.

e. Charges for refills dispensed after one year from the original date
of the prescription.

f. Charges for drugs, except insulin, which can be obtained legally with­
out a Practitioner's prescription.
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g. Charges for a Prescription Drug which is to be taken by or given
to the Covered Person, in whole or in part, while confined in:
• a Hospital
• a rest home
• a sanitarium
• an Extended Care Facility
• a Substance Abuse Center
• an alcohol abuse or mental health center
• a convalescent home
• a nursing home
or similar institution.
h. Charges for:
• therapeutic devices or appliances
• hypodermic needles
• syringes
• support garments
and other non-medical substances, regardless of their intended use.
i. Charges for vitamins, except Legend Drug vitamins.
j. Charges for drugs containing nicotine or other smoking deterrent
medication.
k. Charges for topical dental Fluorides.
I. Charges for any drug used in connection with baldness.
m. Charges for drugs needed due to conditions caused, directly or
indirectly, by a Covered Person taking part in a riot or other civil
disorder; or the Covered Person taking part in the commission of a
felony.
n. Charges for drugs needed due to conditions caused, directly or in­
directly, by declared or undeclared war or an act of war.
o. Charges for drugs dispensed to a Covered Person while on active duty
in any armed force.
p. Charges for drugs for which there is no charge. This usually means
drugs furnished by the Covered Person's employer, labor union, or
similar group in its medical department or clinic; a Hospital or clinic
owned or run by any government body; or any public program, except
Medicaid, paid for or sponsored by any government body. But, if a charge
is made, and [Carrier] is legally required to pay it, [Carrier] will.
q. Charges for drugs needed due to an on-the-job or job-related Injury
or Illness; or conditions for which benefits are payable by Workers'
Compensation, or similar laws.
This rider is part of the [certificate]. Except as stated above, nothing
in this rider changes or affects any other terms of the Policy or the
[certificate].

[Carrier should insert Standard Rider Closure.]

EXHIBIT Z
PART 4

RIDER FOR MENTAL AND NERVOUS CONDITIONS AND
SUBSTANCE ABUSE BENEFITS

[Policyholder:

Group Policy No.

Effective Date:]

The Prescription Drug section of the COVERED CHARGES provision
of the HEALTH BENEFITS INSURANCE section is replaced with the
following:
[Carrier] covers drugs to treat an Illness, Injury, or Mental and Nervous
Conditions and Substance Abuse which require a Practitioner's prescrip­
tion. But [Carrier] only covers drugs which are:

a. approved for treatment of the Covered Person's Illness, Injury or
Mental and Nervous Conditions and Substance Abuse by the Food and
Drug Administration;

b. approved by the Food and Drug Administration for the treatment
of a particular diagnosis or condition other than the Covered Person's
and recognized as appropriate medical treatment for the Covered
Person's diagnosis or condition in one or more of the following
established reference compendia:

1. The American Medical Association Drug Evaluations;
2. The American Hospital Formulary Service Drug Information;
3. The United States Pharmacopeia Drug Information; or

c. supported by the preponderance of evidence that exists in clinical
review studies that are reported in major peer-reviewed medical

literature or review articles that are reported in major peer-reviewed
medical literature.
Coverage for the above drugs also includes medically necessary services
associated with the administration of the drugs.
In no event will [Carrier] pay for:

a. drugs labeled: "Caution-Limited by Federal Law to Investigational
Use"; or

b. any drug which the Food and Drug Administration has determined
to be contraindicated for the specific treatment for which the drug has
been prescribed.
And [Carrier] excludes drugs that can be bought without a prescription,
even if a Practitioner orders them.
[Carrier] does cover drugs to treat Mental and Nervous Conditions and
Substance Abuse as part of the Prescription Drugs Covered Charge.
Drugs for such treatment are not covered under the Rider for Mental
and Nervous Conditions and Substance Abuse Benefits.
The Mental and Nervous Conditions and Substance Abuse section of
the COVERED CHARGES WITH SPECIAL LIMITATIONS provision
of the HEALTH BENEFITS INSURANCE section of the Policy is
replaced with the following:
The Co-Payment, Cash Deductible, Co-Insurance and Co-Insurance cap
provisions of this Rider are independent of similar provisions of the
Health Benefits section of the Policy. Charges incurred for the treatment
of Mental and Nervous Conditions and Substance Abuse must be con­
sidered under the terms of this Rider and cannot be considered under
the Health Benefits section of the Policy.

PRE-CERTIFICATION REQUIREMENTS
The Covered Person must notify [XYZ] whenever he or she requires
Inpatient or Outpatient care or treatment of Mental and Nervous Con­
ditions or Substance Abuse. [XYZ], a health care review organization,
reviews and precertifies all mental health and Substance Abuse treatment
on [Carrier's] behalf. The times and manner in which [XYZ] must be
notified are described below. If the Covered Person does not comply
with these requirements, [Carrier] will not pay for the care and treatment
of Mental and Nervous conditions and Substance Abuse. See the Penalty
for Non-Compliance with Pre-Certification Requirements section of this
Rider.

NON-EMERGENCY SITUATIONS
All non-emergency care or treatment must be reviewed by [XYZ] before
it occurs. The Covered Person or his or her Practitioner must notify
[XYZ] and request a review. They may do this by calling the [XYZ]
24 hour toll-free number that is listed [in the Covered Person's
materials].

EMERGENCY SITUATIONS
In an emergency situation, [XYZ] must be notified within [24 hours]
of care or treatment. But, if the Covered Person or his or her Practitioner
is unable to call [XYZ] in the allotted amount of time, the Covered
Person or his or her Practitioner must call [XYZ] as soon as reasonably
possible.
Emergency means an Illness or Injury that requires a Covered Person
to seek immediate Medically Necessary and Appropriate care or treat­
ment under circumstances or at locations which reasonably preclude the
Covered Person from obtaining care from an [XYZ] referred Provider.
In both emergency and non-emergency situations, when [XYZ] receives
the notice and request for utilization review, they evaluate:

a. the Medical Necessity and Appropriateness;
b. the type of service involved;
c. the appropriate level of care required; and
d. the length of treatment.

Upon evaluation, [XYZ] will develop a treatment plan and refer the
Covered Person to a specific mental health provider. [XYZ] may
substitute alternate forms of care in lieu of inpatient care.

BENEFITS FOR MENTAL AND NERVOUS CONDITIONS AND
SUBSTANCE ABUSE
[Carrier] will pay benefits for the Covered Charges a Covered Person
incurs for the treatment of Mental and Nervous Conditions and
Substance Abuse, as described below.
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or condition in one or more of the following established reference
compendia:

I. The American Medical Association Drug Evaluations;
2. The American Hospital Formulary Service Drug Information;

or
3. The United States Pharmacopeia Drug Information.

c. supported by the preponderance of evidence that exists in clinical
review studies that are reported in major peer-reviewed medical
literature or review articles that are reported in major peer-reviewed
medical literature.
In no event will We provide [or arrange] for:

a. drugs labeled: "Caution-Limited by Federal Law to Investigational
Use"; or

b. any drug which the Food and Drug Administration has determined
to be contraindicated for the specific treatment for which the drug has
been prescribed.
And We do not cover drugs that can be obtained without a prescription,
even if a Participating Provider orders them.
This Prescription Drug Coverage will provide benefits for covered drugs,
prescribed by a Participating Provider. What We arrange [or provide]
and the terms of the coverage are explained below.

DEFINITIONS
Brand Name Drugs mean:

a. drugs as determined by the Food and Drug Administration and as
listed in the Formulary of the State in which they are dispensed; and

b. protected by the trademark registration of the pharmaceutical com­
pany which produces them.
Generic Drugs mean:

a. therapeutically equivalent drugs, as determined by the Food and
Drug Administration and as listed in the Formulary of the State in which
they are dispensed;

b. drugs which are used unless the Participating Provider prescribes
a Brand Name Drug; and

c. drugs which are identical to the Brand Name Drugs in strength
or concentration, dosage form and route of administration.
Mail Order Program means a program under which a Member can
obtain Prescription Drugs from a Participating Mail Order Pharmacy by
ordering the drugs through the mail.
Maintenance Drug means only a Prescription Drug used for the treat­
ment of chronic medical conditions.
Participating Mail Order Pharmacy means a licensed and registered
pharmacy operated by [ABC] or with whom [ABC] has signed a
pharmacy service agreement, that is equipped to provide Prescription
Drugs through the mail.
Participating Pharmacy means a licensed and registered pharmacy
operated by [ABC] or with whom [ABC] has signed a pharmacy service
agreement.
Prescription Drug means:

a. Legend Drugs;
b. compound medications of which at least one ingredient is a Legend

Drug;
c. insulin; and
d. any other drug which by law may only be dispensed with a prescrip­

tion from a Participating Provider.
Legend Drugs means any drug which must be labeled: "Caution­
Federal Law prohibits dispensing without a prescription."

None
100%

None
100%

(CARDIMAIL)

EXHIBIT AA
PART 1

EVIDENCE OF COVERAGE RIDER FOR
PRESCRIPTION DRUG COVERAGE

PENALTY FOR NON-COMPLIANCE WITH PRE·CERTIFICATION
REQUIREMENTS
As a penalty for non-compliance with pre-certification requirements,
[Carrier] will not pay for the care and treatment of Mental and Nervous
Conditions and Substance Abuse. Such penalty will be applied if:

a. the Covered Person does not request a review in the times and
manner described above;

b. the Covered Person's treatment does not comply with the treatment
plan;

c. the Covered Person goes to a Provider whose services were not
referred by [XYZ]; or

d. [XYZ] does not confirm the need for such care or treatment.

APPEALS PROCEDURE
[If the Covered Person or his or her attending Practitioner does not
agree with the outcome of the [XYZ] review, the case will be immediately
referred to a [XYZ] Practitioner who will discuss the case directly with
the attending Practitioner. If an agreement is not reached, the case will
be internally reviewed by a staff psychiatrist who may request that a local
case manager see the Covered Person, or may discuss the case again
with the attending Practitioner. This may involve a visit to the Facility
in question and a clinical interview with the Covered Person and/or the
family. If there is not agreement at that time, the Covered Person may
appeal directly to [Carrier].]
This rider is part of the [certificate]. Except as stated above, nothing
in this rider changes or affects any other terms of the Policy or the
[certificate].

[Carrier should insert Standard Rider Closure.]

Co-Insurance
The Co-Insurance listed below is the percentage of a Covered Charge
that the Covered Person must pay to a Provider.
For Inpatient services certified as medically

or clinically necessary by [XYZ]
For Inpatient services not certified by [XYZ]
For Outpatient services certified as medically

or clinically necessary by [XYZ]
For Outpatient services not certified by [XYZ]

Co-Payments
Each Covered Person must pay a Co-Payment of [$150] for each day
of Inpatient care up to a maximum of [$750] per confinement, subject
to a maximum of [$1,500] Co-Payment per Calendar Year.
Each Covered Person must pay a Co-Payment of [$15.] to the [XYZ]
referred Provider for each Outpatient visit. [Carrier] pays benefits for
Outpatient Covered Charges in excess of the Co-Payment, less any
applicable Co-Insurance.

Benefit Limits
Under this rider, [Carrier] only covers:

a. 30 days of Inpatient care per Calendar Year; and
b. 20 Outpatient visits per Calendar Year.

Each one day of Inpatient care may be exchanged for 2 Outpatient visits.

None
$5.00

Contract Holder:

Group Contract No.

Effective Date:

The Prescription Drug section of the COVERED SERVICES AND SUP·
PLIES section of the HMO EVIDENCE OF COVERAGE is replaced
with the following:
We cover drugs which require a Participating Provider's prescription
which are obtained while confined as an Inpatient. But We only cover
drugs which are:

a. approved for treatment of the Member's Illness or Injury or Mental
or Nervous Condition by the Food and Drug Administration;

b. approved by the Food and Drug Administration for the treatment
of a particular diagnosis or condition other than the Member's and
recognized as appropriate medical treatment for the Member's diagnosis

CO-PAYMENT
A Member must pay the appropriate Co-Payment shown below for each
Prescription Drug each time it is dispensed by a Participating Pharmacy.
The Co-Payment must be paid before the Group Health Plan provides
any benefit for the Prescription Drug. The CO-Payment for each prescrip­
tion or refill which is not obtained through the Mail Order Program
is:
• for Generic Drugs $ 5.00
• for Brand Name Drugs $10.00
The Co-Payment for each prescription or refill which is obtained through
the Mail-Order Program is:
• for Generic Drugs
• for Brand Name Drugs
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Contract Holder:

Group Contract No.

Effective Date:

The Prescription Drug section of the COVERED SERVICES AND SUP·
PLIES section of the HMO EVIDENCE OF COVERAGE is replaced
with the following:
We cover drugs which require a Participating Provider's prescription
which are obtained while confined as an Inpatient. But We only cover
drugs which are:

a. approved for treatment of the Member's Illness or Injury by the
Food and Drug Administration;

b. approved by the Food and Drug Administration for the treatment
of a particular diagnosis or condition other than the Member's and
recognized as appropriate medical treatment for the Member's diagnosis
or condition in one or more of the following established reference
compendia:

1. The American Medical Association Drug Evaluations;
2. The American Hospital Formulary Service Drug Information;

or
3. The United States Pharmacopeia Drug Information.

c. supported by the preponderance of evidence that exists in clinical
review studies that are reported in major peer-reviewed medical
literature or review articles that are reported in major peer-reviewed
medical literature.
In no event will We provide for:

a. drugs labeled: "Caution-Limited by Federal Law to Investigational
Use"; or

b. any drug which the Food and Drug Administration has determined
to be contraindicated for the specific treatment for which the drug has
been prescribed.
And We do not cover drugs that can be obtained without a prescription,
even if a Participating Provider orders them.
This Prescription Drug Coverage will provide benefits for covered drugs,
prescribed by a Participating Provider. What We arrange [or provide]
and the terms of the coverage are explained below.

DEFINITIONS
Brand Name Drugs mean:

a. drugs as determined by the Food and Drug Administration and as
listed in the Formulary of the State in which they are dispensed; and

b. protected by the trademark registration of the pharmaceutical com­
pany which produces them.
Generic Drugs mean:

a. therapeutically equivalent drugs, as determined by the Food and
Drug Administration and as listed in the Formulary of the State in which
they are dispensed;

b. drugs which are used unless the Participating Provider prescribes
a Brand Name Drug; and

c. drugs which are identical to the Brand Name Drugs in strength
or concentration, dosage form and route of administration.
Participating Pharmacy means a licensed and registered pharmacy
operated by [ABC] or with whom [ABC] has signed a pharmacy service
agreement.
Prescription Drug means:

a. Legend Drugs;
b. compound medications of which at least one ingredient is a Legend

Drug;
c. insulin, insulin needles and insulin syringes; and
d. any other drug which by law may only be dispensed with a prescrip­

tion from a Participating Provider.
Legend Drugs means any drug which must be labeled: "Caution­
Federal Law prohibits dispensing without a prescription."

CO-PAYMENT
A Member must pay the appropriate Co-Payment shown below for each
Prescription Drug each time it is dispensed by a Participating Pharmacy.
The Co-Payment must be paid before the Group Health Plan provides

After the Co-Payment is paid, We will provide the Prescription Drug.
The Prescription Drugs which are covered are subject to all the terms
of the Group Health Plan.

COVERED DRUGS
The Group Health Plan only provides benefits for Prescription Drugs
which are:

a. prescribed by a Participating Provider (except for insulin);
b. dispensed by a Participating Pharmacy; and
c. needed to treat an Illness or Injury or Mental or Nervous Condition.

Such prescription or refill will not include a prescription or refill that
is more than:

a. the greater of a 30 day supply or 100 unit doses for each prescription
or refill which is not obtained through the Mail Order Program;

b. a 90 day supply of a Maintenance Drug or a 30 day supply of any
other Prescription Drug obtained through the Mail Order Program; and

c. the amount usually prescribed by the Member's Participating
Provider.
A supply will be considered to be furnished at the time the Prescription
Drug is received.

NON·COVERED SERVICES AND SUPPLIES
We will not provide for any of the following Services or Supplies:
a. Administration of a Prescription Drug.
b. Immunization agents.
c. Biological sera.
d. Blood or Blood Plasma.
e. Prescription Drugs labeled "Caution-limited by Federal Law to
investigational use"; or experimental.
f. Refills in excess of the amount specified by the prescribing Participat­
ing Provider.
g. Refills dispensed after one year from the original date of the prescrip­
tion.
h. Drugs, except insulin, which can be obtained legally without a
Participating Provider's prescription.
i. Prescription Drugs which are taken by or given to a Member, in whole
or in part, while confined in:
• a Hospital
• a rest home
• a sanitarium
• a Skilled Nursing Center
• a Substance Abuse Center
• an alcohol abuse or mental health center
• a convalescent home
• a nursing home
or similar institution.
j. Therapeutic devices or appliances, hypodermic needles, syringes, sup­
port garments and other non-medical substances, regardless of their
intended use except for insulin use.
k. Vitamins, except for Legend Drug vitamins.
\. Drugs containing nicotine or other smoking deterrent medication.
m. Topical dental Fluorides.
n. Drugs used in connection with baldness.
o. Drugs needed due to conditions caused, directly or indirectly, by a
Member taking part in a riot or other civil disorder; or the Member
taking part in the commission of a felony.
p. Drugs needed due to conditions caused directly or indirectly, by
declared or undeclared war or an act of war.
q. Drugs dispensed to a Member while on active duty in any armed force.
r. Drugs furnished by the Member's employer, labor union, or similar
group in its medical department or clinic; a Hospital or clinic owned
or run by any government body; or any public program, except Medicaid,
paid for or sponsored by any government body. But if a charge is made,
and We are legally required to pay it, We will.
s. Drugs needed due to an on-the-job or job-related Injury or Illness
or Mental or Nervous Condition; or conditions for which benefits are
payable by Workers' Compensation, or similar laws.
This rider is part of the Evidence of Coverage. Except as stated above,
nothing in this rider changes or affects any other terms of the Group
Health Plan.

[Carrier should insert Standard Rider Closure.]

EXHIBIT AA
PART 2
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Contract Holder:

Group Contract No.

Effective Date:

The Prescription Drug section of the COVERED SERVICES AND SUP­
PLIES section of the HMO EVIDENCE OF COVERAGE is replaced
with the following:
We cover drugs which require a Participating Provider's prescription
which are obtained while confined as an Inpatient. But We only cover
drugs which are:

a. approved for treatment of the Member's Illness or Injury or Mental
or Nervous Condition by the Food and Drug Administration;

b. approved by the Food and Drug Administration for the treatment
of a particular diagnosis or condition other than the Member's and
recognized as appropriate medical treatment for the Member's diagnosis
or condition in one or more of the following established reference
compendia:

1. The American Medical Association Drug Evaluations;
2. The American Hospital Formulary Service Drug Information;

or
3. The United States Pharmacopeia Drug Information.

c. supported by the preponderance of evidence that exists in clinical
review studies that are reported in major peer-reviewed medical
literature or review articles that are reported in major peer-reviewed
medical literature.
In no event will We provide [or arrange] for:

a. drugs labeled: "Caution-Limited by Federal Law to Investigational
Use"; or

b. any drug which the Food and Drug Administration has determined
to be contraindicated for the specific treatment for which the drug has
been prescribed.
And We do not cover drugs that can be obtained without a prescription,
even if a Participating Provider orders them.
This Prescription Drug Coverage will provide benefits for covered drugs,
prescribed by a Participating Provider. What We arrange [or provide]
and the terms of the coverage are explained below.

DEFINITIONS
Brand Name Drugs mean:

a. drugs as determined by the Food and Drug Administration and as
listed in the Formulary of the State in which they are dispensed; and

b. protected by the trademark registration of the pharmaceutical com­
pany which produces them.
Generic Drugs mean:

a. therapeutically equivalent drugs, as determined by the Food and
Drug Administration and as listed in the Formulary of the State in which
they are dispensed;

b. drugs which are used unless the Participating Provider prescribes
a Brand Name Drug; and

c. drugs which are identical to the Brand Name Drugs in strength
or concentration, dosage form and route of administration.
Mail Order Program means a program under which a Member can
obtain Prescription Drugs from a Participating Mail Order Pharmacy by
ordering the drugs through the mail.
Maintenance Drug means only a Prescription Drug used for the treat­
ment of chronic medical conditions.
Participating Mail Order Pharmacy means a licensed and registered
pharmacy operated by [ABC] or with whom [ABC] has signed a
pharmacy service agreement, that is equipped to provide Prescription
Drugs through the mail.
Prescription Drug means:

a. Legend Drugs;
b. compound medications of which at least one ingredient is a Legend

Drug;
c. insulin; and
d. any other drug which by law may only be dispensed with a prescrip­

tion from a Participating Provider.

INSURANCE

any benefit for the Prescription Drug. The Co-Payment for each prescrip­
tion or refill is:
• for Generic Drugs $ 5.00
• for Brand Name Drugs $10.00
After the Co-Payment is paid, We will provide the Prescription Drug.
The Prescription Drugs which are covered are subject to all the terms
of the Group Health Plan.

COVERED DRUGS
The Group Health Plan only provides benefits for Prescription Drugs
which are:

a. prescribed by a Participating Provider (except for insulin);
b. dispensed by a Participating Pharmacy; and
c. needed to treat an Illness or Injury.

Such prescription or refill will not include a prescription or refill that
is more than amount usually prescribed by the Member's Participating
Provider.
A supply will be considered to be furnished at the time the Prescription
Drug is received.

NON·COVERED SERVICES AND SUPPLIES
We will not provide for any of the following Services or Supplies:
a. Administration of a Prescription Drug.
b. Immunization agents.
c. Biological sera.
d. Blood or Blood Plasma.
e. Prescription Drugs labeled "Caution-limited by Federal Law to
investigational use"; or experimental.
f. Refills in excess of the amount specified by the prescribing Participat­
ing Provider.
g. Refills dispensed after one year from the original date of the prescrip­
tion.
h. Drugs, except insulin, which can be obtained legally without a
Participating Provider's prescription.
i. Prescription Drugs which are taken by or given to a Member, in whole
or in part, while confined in:
• a Hospital
• a rest home
• a sanitarium
• a Skilled Nursing Center
• a Substance Abuse Center
• an alcohol abuse or mental health center
• a convalescent home
• a nursing home
or similar institution.
j. Therapeutic devices or appliances, hypodermic needles, syringes, sup­
port garments and other non-medical substances, regardless of their
intended use except for insulin use.
k. Vitamins, except for Legend Drug vitamins.
I. Drugs containing nicotine or other smoking deterrent medication.
m. Topical dental Fluorides.
n. Drugs used in connection with baldness.
o. Drugs needed due to conditions caused, directly or indirectly, by a
Member taking part in a riot or other civil disorder; or the Member
taking part in the commission of a felony.
p. Drugs needed due to conditions caused directly or indirectly, by
declared or undeclared war or an act of war.
q. Drugs dispensed to a Member while on active duty in any armed force.
r. Drugs furnished by the Member's employer, labor union, or similar
group in its medical department or clinic; a Hospital or clinic owned
or run by any government body; or any public program, except Medicaid,
paid for or sponsored by any government body. But if a charge is made,
and We are legally required to pay it, We will.
s. Drugs needed due to an on-the-job or job-related Injury or Illness;
or conditions for which benefits are payable by Workers' Compensation,
or similar laws.
This rider is part of the Evidence of Coverage. Except as stated above,
nothing in this rider changes or affects any other terms of the Group
Health Plan.

[Carrier should insert Standard Rider Closure.]

EXHIBIT AA
PART 3

EVIDENCE OF COVERAGE RIDER FOR
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Legend Drugs means any drug which must be labeled: "Caution­
Federal Law prohibits dispensing without a prescription."

CO-PAYMENT
A Member must pay the appropriate Co-Payment shown below for each
Prescription Drug each time it is dispensed by a Participating Mail Order
Pharmacy. The Co-Payment must be paid before the Group Health Plan
provides any benefit for the Prescription Drug. The Co-Payment for each
prescription or refill which is:
• for Generic Drugs None
• for Brand Name Drugs $5.00
After the Co-Payment is paid, We will provide the Prescription Drug.
The Prescription Drugs which are covered are subject to all the terms
of the Group Health Plan.

COVERED DRUGS
The Group Health Plan only provides benefits for Prescription Drugs
which are:

a. prescribed by a Participating Provider (except for insulin);
b. dispensed by a Participating Mail Order Pharmacy; and
c. needed to treat an Illness or Injury or Mental or Nervous Condition.

Such prescription or refill will not include a prescription or refill that
is more than:

a. a 90 day supply of a Maintenance Drug, or a 30 day supply of any
other Prescription Drug; and

b. the amount usually prescribed by the Member's Participating
Provider.
A supply will be considered to be furnished at the time the Prescription
Drug is received.

NON-COVERED SERVICES AND SUPPLIES
We will not provide for any of the following Services or Supplies:
a. Administration of a Prescription Drug.
b. Immunization agents.
c. Biological sera.
d. Blood or Blood Plasma.
e. Prescription Drugs labeled "Caution-limited by Federal Law to
investigational use"; or experimental.
f. Refills in excess of the amount specified by the prescribing Participat­
ing Provider.
g. Refills dispensed after one year from the original date of the prescrip­
tion.
h. Drugs, except insulin, which can be obtained legally without a
Participating Provider's prescription.
i. Prescription Drugs which are taken by or given to a Member, in whole
or in part, while confined in:
• a Hospital
• a rest home
• a sanitarium
• a Skilled Nursing Center
• a Substance Abuse Center
• an alcohol abuse or mental health center
• a convalescent home
• a nursing home
or similar institution.
j. Therapeutic devices or appliances, hypodermic needles, syringes, sup­
port garments and other non-medical substances, regardless of their
intended use except for insulin use.
k. Vitamins, except for Legend Drug vitamins.
I. Drugs containing nicotine or other smoking deterrent medication.
m. Topical dental Fluorides.
n. Drugs used in connection with baldness.
o. Drugs needed due to conditions caused, directly or indirectly, by a
Member taking part in a riot or other civil disorder; or the Member
taking part in the commission of a felony.
p. Drugs needed due to conditions caused directly or indirectly, by
declared or undeclared war or an act of war.
q. Drugs dispensed to a Member while on active duty in any armed force.
r. Drugs furnished by the Member's employer, labor union, or similar
group in its medical department or clinic; a Hospital or clinic owned
or run by any government body; or any public program, except Medicaid,

paid for or sponsored by any government body. But if a charge is made,
and We are legally required to pay it, We will.
s. Drugs needed due to an on-the-job or job-related Injury or Illness
or Mental or Nervous Condition; or conditions for which benefits are
payable by Workers' Compensation, or similar laws.
This rider is part of the Evidence of Coverage. Except as stated above,
nothing in this rider changes or affects any other terms of the Group
Health Plan.

[Carrier should insert Standard Rider Closure.]

(a)
DIVISION OF THE NEW JERSEY REAL ESTATE

COMMISSION
Notice of Extension of Comment Periods
Qualifications for Licensing; Broker and Broker­

Salesperson
Educational Requirements for Salespersons and

Brokers in Making Application for Licensure
Examination

Prellcensure Schools and Real Estate Instructors;
Requirements

Expediting of Licensing Issuance and Transfer
Procedures

Proposed Amendments: N.J.A.C. 11:5-1.3, 1.10, 1.27,
1.28 and 1.31

Take notice that the New Jersey Real Estate Commission is extending
the public comment period for the above-referenced five notices of
proposal, published in the November 1, 1993 New Jersey Register at
25 N.J.R. 4849(b), 4851(a), 4852(a), 4855(a) and 4858(a), respectively,
until December 10, 1993.

Submit written comments by December 10, 1993 to:
Robert J. Melillo
Special Assistant to the Director
New Jersey Real Estate Commission
CN-328
Trenton, New Jersey 08625-0328

LAW AND PUBLIC SAFETY
(b)

DIVISION OF CONSUMER AFFAIRS
STATE BOARD OF MEDICAL EXAMINERS
Limited Licenses: Physician Assistants
Proposed New RUles: N.J.A.C. 13:35-2B
Proposed Repeal: N.J.A.C. 13:35-6.14
Authorized By: State Board of Medical Examiners,

Charles A. Janousek, Executive Director.
Authority: N.J.S.A. 45:9-27.26 and 27.28.
Proposal Number: PRN 1993-620.

Submit written comments by December 15, 1993 to:
Marianne Kehoe, Executive Director
Physician Assistant Advisory Committee
Post Office Box 45031
Newark, New Jersey 07101

The agency proposal follows:

Summary
The State Board of Medical Examiners is proposing a new subchapter

entitled "Limited Licenses: Physician Assistants," to be codified at
N.J.A.C. 13:35-2B in order to implement the provisions of the Physician
Assistant Licensing Act, P.L.1991, c.378, as amended by P.L.1992, c.102
(N.J.S.A. 45:9-27.10 et seq., the "Act"). The Act established the Physician
Assistant Advisory Committee within the State Board of Medical Ex­
aminers and provided the Board with authority to promulgate regulations
to effectuate the purposes of the Act.
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The 80ard is also proposing to repeal N.J.A.C. 13:35-6.14, which
permits physicians practicing in pilot program institutional settings to
participate in a program pursuant to which they may delegate limited
tasks to unlicensed physician assistants. This section is proposed for
repeal because the individuals employed in these limited settings-as well
as all individuals practicing or representing themselves as a physician
assistant in any other health care setting-are required to be licensed
pursuant to the Act and will be subject to the proposed new rules
implementing the Act.

The proposed subchapter covers practice requirements, scope of prac­
tice, eligibility for licensure, and various other licensing, educational,
supervisory, recordkeeping and medical prescription requirements relat­
ing to physician assistants.

NJ.A.C. 13:35-28.1 sets forth the purpose and scope of the proposed
rules, and N.J.A.C. 13:35-28.2 defines relevant terms. Statutory practice
requirements are detailed in N.J.A.C. 13:35-28.3.

N.J.A.C. 13:35-28.4 establishes the physician assistant's scope of prac­
tice. Subsection (a) identifies 12 procedures that licensees may perform
on a discretionary and routine basis. While the first half-dozen of these
procedures are those identified in P.L.1992, c.102, in accordance with
NJ.S.A. 45:9-27.24 the 80ard has identified additional procedures which
are now safely being performed by the physician assistant on a routine
and discretionary basis. Subsection (b) identifies the procedures which,
by statute, the physician assistant is permitted to perform only in
response to a direct order from a supervising physician. Here, too,
additional procedures are identified which are within the training and
experience of both the supervising physician and the physician assistant
and so are appropriate for inclusion in the scope of practice. Additional
practice areas suitable for performance by the physician assistant may
be approved by the 80ard at a later date through the administrative
process.

Licensing and educational requirements are set forth in NJ.A.C.
13:35-28.5. N.J.A.C. 13:35-28.6 sets forth the citation to the statute
defining grounds for refusal to issue a license or for license suspension
and revocation. Continuing education requirements-40 credit hours
biennially-are detailed in N.J.A.C. 13:35-28.7 through 28.9.

N.J.A.C. 13:35-28.10 defines supervision standards, including the
supervisory ratios that must be adhered to in order to guarantee high
professional standards. Those ratios are no more than two physician
assistants to one physician in a private practice setting and no more than
four physician assistants to one physician in an inpatient setting.

The other two areas covered by this proposed subchapter are rec­
ordkeeping and the requirements for issuing prescriptions for medica­
tions, as set forth in NJ.A.C. 13:35-28.11 and 28.12. In each case, the
rules being proposed are consistent with statutory requirements as well
as with regulations established by the 80ard of Medical Examiners and
other professional health care boards.

Social Impact
This proposed subchapter and the proposed repeal will have a signifi­

cant and advantageous social impact on the general public, which will
benefit by having physician assistants available in all health care settings
to perform procedures that might otherwise be delayed, either until a
physician is free of other tasks or because no physician is on-site. In
the first instance, the resulting staffing flexibility should also allow physi­
cian assistants to offer certain services that physicians cannot offer as
readily due to their other considerable professional obligations. In the
second instance, physician assistants will be on hand to provide compe­
tent medical help, especially in medically underserved areas such as the
state's inner-cities and rural areas.

Meanwhile, the educational, licensing, practicing, supervisory, and
recordkeeping requirements will help to safeguard the public's interest
by seeking to ensure that physician assistants are properly qualified and
operating in circumstances appropriate to their abilities. Particularly
noteworthy are the supervisory requirements, whereby certain ratios are
established that will at once provide expanded opportunities for physician
assistant care of patients while guaranteeing adequate oversight of physi­
cian assistants by licensed physicians.

Economic Impact
One of the original goals of licensing physician assistants was to lower

medical costs by permitting fairly routine medical procedures to be
performed by assistants at less cost. The proposed repeal and new rules
will allow New Jersey to join the ranks of other states that offer con­
sumers in all health care settings the favorable economic impact that
physician assistant licensing is expected to provide.

PROPOSALS

The new rules will also have an economic impact on physician assis­
tants because of the costs that will be involved in meeting the require­
ment for 40 continuing education credit hours in category I courses in
order to qualify for a biennial license renewal.

Physicians who employ physician assistants in their practices may
realize the economic benefit of the additional services they may be able
to offer to the patient, while hospitals may be expected to save on staffing
costs.

Regulatory Flexibility Analysis
The Regulatory Flexibility Act, NJ.S.A. 52:148-16 et seq., requires

the 80ard to give a description of the types and an estimate of the
number of small businesses to which the proposed repeal and new rules
will apply. N.J.A.C. 13:35-6.14 provides for the establishment of physician
assistant pilot programs at institutional settings, each of which employs
more than one hundred full-time employees. Accordingly, a regulatory
flexibility analysis with regard to the repeal of this section is not
necessary. If, for the purposes of the Act, individual practicing physician
assistants are deemed to be "small businesses," the following analysis
applies:

The 80ard anticipates licensing approximately 250 individuals as physi­
cian assistants during its first biennial registration period. The proposed
new rules will involve a real but not unduly burdensome amount of
reporting and recordkeeping, for a variety of reasons. First, physician
assistants will be required to notify the 80ard of any change in employ­
ment or supervisor within 10 days of the change.

Additional recordkeeping requirements involve the need to make
contemporaneous, permanent entries into professional treatment records
which shall accurately reflect the treatment or services rendered, and
to gamer the necessary information whenever completing a patient's
prescription for medication. The new rules require no initial capital costs
or the retention of professional services. Compliance costs include the
costs of obtaining 40 credit hours of continuing education biennially.
Again, all of these requirements are customary and need to be applied
throughout the profession to maintain uniform standards. Therefore, the
rules provide no exemption based upon business size.

Full text of the proposed repeal may be found in the New Jersey
Administrative Code at N.J.A.C. 13:35-6.14.

Full text of the proposed new rules fonows:

SUBCHAPTER 28. LIMITED LICENSES: PHYSICIAN
ASSISTANTS

13:35-2B.l Purpose and scope
(a) The rules in this subchapter implement the provisions of the

Physician Assistant Licensing Act, P.L. 1991, c.378, as amended by
P.L. 1992, c.102.

(b) This subchapter shall apply to all physician assistants licensed
pursuant to the provisions of this subchapter and to anyone within
the jurisdiction of the Physician Assistant Advisory Committee.

13:35-28.2 Definitions
The following words and terms, when used in this subchapter, shall

have the following meanings unless the context clearly indicates
otherwise.

"Board" means the State Board of Medical Examiners.
"Committee" means the Physician Assistant Advisory Committee.
"Direct supervision" means supervision by a plenary licensed

physician which shall meet all of the conditions established in
N.J.A.C. 13:35-2B.1O(b).

"Director" means the Director of the Division of Consumer
Affairs.

"Licensee" means a physician assistant licensed pursuant to this
subchapter.

"Licensed personnel" means health care practitioners licensed in
the State of New Jersey to perform specific duties in the health care
field.

"Physician" means a person who holds a current, valid license to
practice medicine and surgery in this State.

"Physician assistant" means a person who holds a current, valid
license to practice as a physician assistant in this State.

"Physician designee" means a plenary licensed physician who is
assigned by the supervising physician in case of his or her temporary
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absence and whose scope of practice encompasses the duties as­
signed to a physician assistant.

"Supervising physician" means a plenary licensed physician in
good standing who, pursuant to N.J.S.A. 45:9-27.18, engages in the
direct supervision of physician assistants whose duties shall be en­
compassed by the supervising physician's scope of practice.

13:35-2B.3 Practice requirements
(a) A licensee may engage in clinical practice in any medical care

setting provided that:
1. The licensee is under the direct supervision of a physician

pursuant to the provisions of N.J.A.C. 13:35-2B.1O;
2. The licensee limits his or her practice to those procedures

authorized pursuant to N.J.A.C. 13:35-2B.4;
3. Upon initial involvement in a patient's course of care or treat­

ment, the licensee or the supervising physician advises the patient
that authorized procedures are to be performed by the physician
assistant;

4. The licensee conspicuously wears an identification tag using the
term "physician assistant" whenever acting in that capacity; and

5. The licensee complies with the recordkeeping requirements set
forth in N.J.A.C. 13:35-2B.ll.

(b) The licensee shall file with the Board a notice of employment
for each place of employment, on forms provided by the Committee,
within 10 days after the date on which employment commences.
Furthermore, the licensee shall report to the Board any change in
employment or supervisor within 10 days of the change.

13:35-2B.4 Scope of practice
(a) A licensee who has complied with the provisions of N.J.A.C.

13:35-2B.3 may perform the following procedures on a discretionary
and routine basis:

1. Approaching a patient to elicit a detailed and accurate history,
perform an appropriate physical examination, identify problems,
record information and interpret and present information to the
supervising physician, determine and implement therapeutic plans
jointly with the supervising physician and compile and record perti­
nent narrative case summaries;

2. Suturing and follow up care of wounds including removing
sutures and clips and changing dressings, except for facial wounds,
traumatic wounds requiring suturing in layers and infected wounds;

3. Providing patient counseling services and patient education
consistent with directions of the supervising physician;

4. Assisting a physician in an inpatient setting by conducting
patient rounds, recording patient progress notes, determining and
implementing therapeutic plans jointly with the supervising physician
and compiling and recording pertinent narrative case summaries;

5. Assisting a physician in the delivery of services to patients
requiring continuing care in a private home, nursing home, extended
care facility, private office practice or other setting, including the
review and monitoring of treatment and therapy plans;

6. Facilitating the referral of patients to, and promoting their
awareness of, health care facilities and other appropriate agencies
and resources in the community;

7. Collecting fluids for diagnostic purposes, including, but not
limited to, blood, urine, sputum and exudates;

8. Placing and utilizing access catheters and tubes for diagnostic,
therapeutic or interventional purposes, including, but not limited to,
intravenous, arterial, nasogastric and urinary;

9. Performing minor surgical procedures such as simple excisions,
incision and drainage, debridement and packing of wounds;

10. Applying and removing medical and surgical appliances and
devices such as splints, casts, immobilizers, traction, monitors and
infusion pumps;

11. Management of emergency and life threatening conditions;
12. Performing uncomplicated obstetrical deliveries in a licensed

health care facility (which may include a licensed birthing center);
and

13. Subject to review by the Board, such other written procedures
established by the employer, provided the procedures are within the
training and experience of both the supervising physician and the
physician assistant.

(b) A licensee who has complied with the provisions of N.J.A.C.
13:35-2B.3 may perform the following procedures, provided the
procedures are within the training and experience of both the
supervising physician and the physician assistant, only when the
supervising physician directs the licensee to perform the procedures
or orders or prescribes the procedures, or the procedures are
specified in a written protocol approved by the Board.

1. Performing non-invasive laboratory procedures and related
studies or assisting licensed personnel in the performance of invasive
laboratory procedures and related studies;

2. Giving injections, administering medications and ordering
diagnostic studies;

3. Suturing and caring for facial wounds, traumatic wounds requir­
ing suturing in layers and infected wounds;

4. In an inpatient setting, ordering medications and prescribing
other than controlled dangerous substances and writing orders to
implement therapeutic plans identified pursuant to (a)4 above;

5. In the operating room, assisting a supervising surgeon as a first
assistant or as a second assistant when deemed necessary by the
supervising surgeon and when a qualified assistant physician is not
required by N.J.A.C. 13:35-4.1;

6. Performing other procedures for diagnostic, therapeutic or in­
terventional purposes such as, but not limited to, introduction of
contrast material for radiologic studies, use of endoscopic instru­
ments and aspiration of fluid from joints and body cavities, collection
of cerebrospinal fluid, biopsy of tissues, placement of central venous
catheters or chest tubes, and endotracheal intubation. The supervis­
ing physician shall maintain documentation, or ensure that documen­
tation is maintained, evidencing that the physician assistant has the
training, experience and proficiency to perform such procedures; and

7. Subject to review and approval by the Board, such other written
procedures established by the employer, provided the procedures
are within the training and experience of both the supervising physi­
cian and the physician assistant.

13:35-2B.5 Eligibility for licensure
(a) An applicant for licensure shall submit to the Board, with the

completed application form and the required fee, evidence that the
applicant:

1. Is at least 18 years of age;
2. Is of good moral character, evidence of which shall require the

applicant for licensure to respond to such inquiry as the Board deems
appropriate regarding past and present fitness to practice, and issues
pertinent thereto;

3. Has successfully completed an education program for physician
assistants which is approved by the Committee on Allied Health
Education and Accreditation, or its successor; and

4. Has passed the examination administered by the National Com­
mission on Certification of Physician Assistants (NCCPA), except
as set forth in (b) below.

(b) An applicant who submits satisfactory proof that he or she
holds a current license, certification or registration to practice as
a physician assistant in a state which has standards substantially
equivalent to those of this State shall be deemed to satisfy the
examination requirement set forth in (a)4 above.

13:35-2B.6 Refusal to issue, suspension or revocation of license
(a) The Board may refuse to issue or may suspend or revoke any

license issued by the Board for any of the reasons set forth in
N.J.S.A. 45:1-21.

(b) Prior to any license suspension or revocation, the licensee shall
be afforded the opportunity for a hearing pursuant to the Adminis­
trative Procedure Act, N.J.S.A. 52:14B-l et seq. and 52:14F-l et seq.,
and the Uniform Administrative Procedure Rules, N.J.A.C. 1:1.

13:35-2B.7 License renewal, continuing education requirement
(a) The Board shall not issue a biennial license renewal unless

the applicant submits, with the renewal application, proof that he
or she completed courses of continuing professional education of
the types and number of credits specified in N.JA.C. 13:35-2B.8.

(b) Falsification of any information submitted with the renewal
application may result in an appearance before the Board or a duly
appointed Committee thereof and, after due notice to the licensee
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and the opportunity for a hearing pursuant to the Administrative
Procedure Act and the Uniform Administrative Procedure Rules,
penalties and/or suspension or revocation of the license.

(c) The Board will, from time to time, conduct inquiries among
licensees on a random basis to determine compliance with continuing
education requirements.

13:35-2B.8 Credit-hour requirements
(a) Each applicant for a biennial license renewal shall be required

to complete, during the preceding biennial period, a minimum of
40 continuing education credit hours in category I courses approved
by the American Medical Association, the American Academy of
Physician Assistants, the American Academy of Family Physicians,
the American Osteopathic Association or the Accreditation Council
on Continuing Medical Education. The Board reserves the right to
review and approve continuing education courses offered by entities
other than those set forth above.

(b) Fifteen credits may be carried over into a succeeding biennial
period only if earned during the last six months of the preceding
biennial period.

13:35-2B.9 Waiver of continuing education requirement
(a) The Board may, in its discretion, temporarily waive continuing

education requirements on an individual basis for reasons of
hardship, such as illness or disability, or other good cause.

(b) Any licensee seeking a waiver of the continuing education
requirements must apply to the Board in writing and set forth with
specificity the reasons for requesting the waiver. The licensee shall
also provide the Board with such additional information as it may
reasonably request in support of the application.

13:35-2B.1O Supervision
(a) A physician assistant shall engage in practice only under the

direct supervision of a physician.
(b) The physician assistant shall not render care unless the follow­

ing conditions are met:
1. In an inpatient setting, the supervising physician or physician­

designee is continuously or intermittently present on-site with cons­
tant availability through electronic communications for consultation
or recall;

2. In an outpatient setting, the supervising physician or physician­
designee is constantly available through electronic communications
for consultation or recall;

3. The supervising physician regularly reviews the practice of the
physician assistant;

4. The supervising physician personally reviews all charts and
patient records and countersigns all medical orders as follows:

i. In an inpatient setting, within 24 hours of the physician assis­
tant's entry of the order in the patient record; and

ii. In an outpatient setting, within a maximum of seven days of
the physician assistant's entry of the order in the patient record;
and

5. The following supervisory ratios are met:
i. In a private practice which is not hospital based or institutionally

affiliated, no more than two physician assistants to one physician
at anyone time;

ii. In all other settings, no more than four physician assistants to
one physician at anyone time.

(c) Upon application to the Board, the Board may alter the
supervisory ratios set forth in (b) above.

(d) A supervising physician who is a department head may assign
physician assistants under his or her supervision to attending and
staff physicians, who shall be responsible for the practice of the
physician assistant during the assignment. In all other settings in
which a physician assistant is employed, the supervising physician
of record shall be considered to be the person responsible for the
practice of the physician assistant.

13:35-2B.ll Recordkeeping
(a) Licensees shall make contemporaneous, permanent entries

into professional treatment records which shall accurately reflect the
treatment or services rendered. To the extent applicable,
professional treatment records shall reflect:

PROPOSALS

1. The dates and times of all treatments;
2. The patient complaint;
3. The history;
4. Findings on appropriate examination;
5. Progress notes;
6. Any orders for tests or consultations and the results thereof;
7. Diagnosis or medical impression; and
8. Treatment ordered. If medications are ordered, the patient

record shall include:
i. Specific dosages, quantities and strengths of medications;
ii. A statement indicating whether the medication order is written

pursuant to protocol or specific physician direction. Acceptable ab­
breviations are "prt" for protocol and "spd" for specific physician
direction;

iii. The physician assistant's full name, printed or stamped, and
the license number; and

iv. The supervising physician's full name, printed or stamped.
(b) If the information required pursuant to (a)8iii and ivappears

at least once in the patient record, it need not be repeated each
time a medication order is entered in the patient record.

(c) The physician assistant shall sign each entry in the patient
record and record the designation "PA-C" following his or her
signature.

(d) To the extent a physician assistant is charged with independent
responsibility for the provision of information used to prepare bills
and claims forms, such information shall accurately reflect the treat­
ment or services rendered.

13:35-2B.12 Requirements for issuing prescriptions for medications
(a) A physician assistant may issue prescriptions only in ac­

cordance with the following conditions:
1. A physician assistant may issue prescriptions only in an in­

patient setting.
2. A physician assistant shall not issue prescriptions for controlled

dangerous substances.
3. A physician assistant shall provide the following on all prescrip­

tion blanks:
i. The physician assistant's full name, professional identification

("PA-C"), license number, address and telephone number. This
information shall be printed or stamped on all prescription blanks;

ii. The supervising physician's full name, printed or stamped;
iii. A statement indicating whether the prescription is written

pursuant to protocol or specific physician direction. Acceptable ab-
breviations are "prt" for protocol and "spd" for specific physician
direction;

iv. The full name, age and address of the patient;
v. The date of issuance of prescription;
vi. The name, strength and quantity of drug or drugs to be

dispensed and route of administration;
vii. Adequate instruction for the patient. A direction of "p.r.n."

or "as directed" alone shall be deemed an insufficient direction;
viii. The number of refills permitted or time limit for refills, or

both;
ix. The signature of the prescriber, hand-written; and
x. Every prescription blank shall be imprinted with the words

"substitution permissible" and "do not substitute" and shall contain
space for the physician assistant's initials next to the chosen option,
in addition to the space required for the signature in (a)3ix above.

(a)
DIVISION OF CONSUMER AFFAIRS
Weights and Measures
Proposed Readoption with Amendments: N.J.A.C.

13:476
Authorized By: William J. Wolfe, State Superintendent, Division

of Consumer Mfairs, Office of Weights and Measures.
Authority: N.J.S.A. 51:1-61.
Proposal Number: PRN 1993-629.
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Submit comments by December 15, 1993 to:
William J. Wolfe
State Superintendent
New Jersey Office of Weights & Measures
1261 Routes I and 9 South
Avenel, NJ 07001

The agency proposal follows:

Summary
Pursuant to the provision of Executive Order No. 66(1978), the rules

at N.J.A.C. 13:47B will expire on February 21, 1994. As required by the
Executive Order, the Office of Weights and Measures has reviewed these
rules and determined them to be necessary, reasonable and proper, as
amended and supplemented, for the purpose for which they were or­
iginally promulgated. These rules protect New Jersey consumers from
the use of false or malfunctioning weighing and measuring devices in
commercial transactions.

A summary of each section and the proposed amendments are as
follows:

N.J.A.C. 13:47B-1.1 currently requires gas station owners and
operators to obtain one-gallon and five-gallon standard test measures
and mandates a daily pre-sale test of liquid fuel pumps. The proposed
amendment deletes the requirement for one-gallon standard test
measures because most gas pumps can be legally tested by using the
five-gallon test measures.

NJ.A.C. 13:47B-1.2 bans the use of counter tacks or other non­
standard linear measures and it requires that all measures of length shall
be in conformance with the requirements set forth in the National
Bureau of Standards Handbook 44, Specifications, Tolerances, and other
Technical Requirements for Weighing and Measuring Devices. Because
11 V.S.c. 271 was amended on August 12, 1988 by Public Law 100-418,
with the result that the National Bureau of Standards is renamed as
the National Institute of Standards and Technology, this section is being
amended to reflect the new name of the National Bureau of Standards.

NJ.A.C. 13:47B-1.4 provides for standard measures for the sale of
commodities by liquid measures and mandates certain marking require­
ments on the liquid measure containers.

N.J.A.C. 13:47B-1.5 provides that all new, modified or altered com­
mercial weighing or measuring devices must be submitted to the State
Superintendent of Weights and Measures for type approval and bans
the use of non-type approved commercial weighing or measuring devices.
This section is being amended to reflect the change in the location of
the office of the State Superintendent from Trenton to Avenel, New
Jersey.

N.J.A.C. 13:478-1.6 provides for direct customer access to the weigh­
ing, indicating and recording elements of commercial scales.

N.J.A.C. 13:47B-1.9 regulates the use of portable self-contained vehicle
scales.

NJ.A.C. 13:47B-1.10 bans the use of household type scales for com­
mercial transactions.

N.J.A.C. 13:47B-1.12 sets the limits of weighings on wagon scales.
N.J.A.C. 13:47B-1.14 limits the use of uncompensated spring scales

to the sale of fruits and vegetables and provides for a use limitation
for such scales.

N.J.A.C. 13:47B-1.16 provides that official inspection certificates be
retained by the owner/operator of commercial weighing devices or on
a vendor's vehicle as the case may be; and provides that these certificates
are the official authority to use the officially inspected and tested weigh­
ing or measuring devices in commercial transactions. This section is being
amended to clarify that in cases where the weighing or measuring devices
are installed at a fixed location, the certificates shall be available at that
location and in cases where the weighing or measuring devices are
installed on the vehicles, the certificates shall be carried on the vehicles
on which the devices are installed.

N.J.A.C. 13:478-1.17 sets forth the minimum height that hanging scales
may be positioned to insure customer access and readability.

N.J.A.C. 13:47B-1.19 provides that converted, altered or modified
gasoline dispensers, which were previously type-approved by the State
Superintendent, will have type-approved rescinded. It also provides that
notification of such alteration(s) be provided to all weights and measures
officers.

N.J.A.C. 13:47B-1.20 adopts the National Bureau of Standards
Handbook 44 as the legal requirements for all weighing and measuring
devices used for commercial and law enforcement purposes in the State
of New Jersey and reserves the State Superintendent's right to amend

or supplement these requirements for cause. This section is being
amended to reflect the new name of the National Bureau of Standards.

N.J.A.C. 13:47B-1.24 provides for a registry for security sealing devices
applied to commerical weighing and measuring devices by licensed re­
pairmen. This registry provides a means to trace faulty or fraudulent
repairs and/or adjustments to commercial weighing and measuring de­
vices through an identification system controlled by the State Super­
intendent.

N.J.A.C. 13:47B-3.1 provides civil penalties for violation of or non­
compliance with the provision of this chapter. This section is being
amended to restate the penalty provision of N.J.S.A. 51:1-89 in that it
applies to any violation of or non-compliance with any provisions of this
chapter for which a specific penalty has not been provided.

N.J.A.C. 13:47B-4.1 sets forth the minimum training requirements for
a new Weights and Measures Officer prior to the issuance of either a
badge or credential to that person by the State Superintendent.

Social Impact
The proposed readoption and amendments to N.J.A.C. 13:47B will

allow the Office of Weights and Measures to continue in full force and
effect the beneficial consumer protection programs which resulted from
the original promulgation of the regulations. The rules will continue to
regulate the use of commercial weighing and measuring devices in New
Jersey.

The public benefits from these regulations in that the regulations
provide for a third party control of commercial weighing and measuring
devices which are used to buy and sell commodities in the market-place.

Economic Impact
The amendment to N.J.A.C. 13:47B-1.1, which eliminates the require­

ment that gasoline dealers obtain a proper standard measure in capacity
of one gallon, will reduce the compliance costs for such dealers. Other
than in regard to N.J.A.C. 13:47B-1.1, the proposed readoption and
amendments of the regulations involve no substantive changes and will
merely promulgate the existing regulatory program. As such, the Office
of Weights and Measures foresees no additional economic impact on
either the business owners or consumers. Some econmic impact will
continue to be felt, however, based on existing regulations that have been
proposed to be readopted without change. Those regulations consist of
the following: NJ.A.C. 13:47B-1.1, which requires gasoline dealers to
obtain a proper standard measure on capacity of five gallons; and
N.J.A.C. 13:47B-1.5, which requires manufacturers of weighing and
measuring devices to be distributed or installed in New Jersey to be
submitted for inspection by the State Superintendent of Weights and
Measures.

Failure to adopt these rules will result in a loss of consumer confidence
in the weighing and measuring devices used in the market-place and
the buyers and sellers will not be afforded an opportunity to exchange
goods and services on an equitable basis.

Regulatory Flexibility Analysis
The proposed readoption and amendments of the regulation will in

effect merely promulgate the existing regulatory program. This proposal
will not impose any additional recordkeeping, reporting, initial capital
costs or other costs of compliance on the small business community.
However, the rules do impose recordkeeping and compliance require­
ments on both large and small businesses as that term is defined by
the Regulatory Flexibility Act, N.J.S.A. 52:14B-16 et seq. and therefore
some existing rules that have been proposed to be readopted without
change need to be addressed in this analysis. For instance, N.J.A.C.
13:47B-1.16 involves recordkeeping for it requires inspection certificates
to be retained by owners or users of weighing or measuring devices
inspected by a Weights and Measures Officer. NJ.A.C. 13:47B-1.15
involves reporting for it requires manufacturers of weighing and measur­
ing devices to be distributed or installed in New Jersey to be submitted
for inspection by the State Superintendent of Weights and Measures.
N.J.A.C. 13:47B-1.1 involves initial capital costs for it requires gasoline
dealers to obtain a proper standard measure on capacity of five gallons.
N.J.A.C. 13:47B-1.9 may involve other costs of compliance because
anyone who utilizes a portable self-contained vehicle scale for on-site
weighings pursuant to a construction project contract will need to ensure
that a New Jersey weighmaster is available to conduct the weighings and
that the scale meets certain specifications regarding its installation, use
and inspection.

The Division of Consumer Affairs considers the proposed readoption
and amendments of the rules to be necessary for the public health, safety
and welfare. No differentiation based upon business size is provided since
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to do so would adversely impact the rules intent to provide for and
guarantee true and equitable transfer of commodities.

Full text of the proposed readoption may be found in the New
Jersey Administrative Code at N.J.A.C. 13:47B.

Full text of the proposed amendments follows (addition indicated
in boldface thus; deletion indicated in brackets [thus]):

13:47B-l.l Liquid measuring devices
(a) Dealers using gasoline pumps and other automatic liquid

measuring devices for the sale of gasoline and similar liquid fuels
shall obtain a proper standard [measures] measure in [capacities]
a capacity of [one gallon and] five gallons, for the purpose of making
tests to ascertain whether the device is delivering the correct
quantity.

(b) (No change.)

13:47B-1.2 Length measuring devices
The use of counter tacks as linear measures is forbidden in this

State and all measures of length shall be in conformance with the
requirements set forth in [National Bureau of Standards] the Na­
tional Institute of Standards and Technology Handbook 44,
Specifications, [and] tolerances and other technical requirements for
[commercial] weighing and measuring devices.

13:47B-1.5 Type approval
(a) All new types of weighing and measuring devices of any

description whatsoever, and all devices of older types to which may
be added any alteration of new feature intended or designed as an
improvement to such equipment shall, before distribution or installa­
tion thereof in the State of New Jersey, be submitted by the manufac­
turer thereof to the State Superintendent of Weights and Measures,
(Trenton) Avenel, New Jersey for inspection and approval of type
and operation.

(b)-(c) (No change.)

13:47B-1.16 Inspection certificates
(a) (No change.)
(b) Such certificates shall be available at the place of business

of the owner or user where the weighing or measuring devices are
installed or carried on the vehicle on which any weighing or measur­
ing devices are employed in the vending of commodities.

(c) (No change.)

13:47B-1.20 National [Bureau] Institute of Standards and
Technology Handbook 44

All specifications, tolerances and other technical requirements for
weighing and measuring devices contained in the National [Bureau]
Institute of Standards and Technology Handbook [H-44, 1985] 44,
1993 edition and all future editions together with all amendments
and supplements thereto, adopted by the National Conference on
Weights and Measures are hereby adopted and promulgated as the
legal requirements for all weighing and measuring devices used for
commercial purposes and law enforcement in the State of New
Jersey; provided, however that the Superintendent of the Office of
Weights and Measures of the Division of Consumer Affairs, Depart­
ment of Law and Public Safety may from time to time further amend
or supplement said specifications, tolerances and other technical
requirements for the purpose of conforming the needs of any situa­
tion affecting the interests of the State and its people.

(a)
DIVISION OF CRIMINAL JUSTICE
Office of the State Medical Examiner
Proposed Readoption with Amendments: N.J.A.C.

13:49
Authorized By: Robert Goode, M.D., State Medical Examiner.
Authority: N.J.S.A. 52:17B-80.
Proposal Number: PRN 1993-628.

PROPOSALS

Submit comments by December 15, 1993 to:
Robert Goode, M.D.
State Medical Examiner
325 Norfolk Street
Newark, N.J. 07103

The agency proposal follows:

Summary
N.J.A.C. 13:49 provides the standards for procedures and investiga­

tions by county and State Medical Examiners and the training and
experience requirements attendant to the positions of county medical
examiner, deputy or assistant county medical examiners, and forensic
pathologists.

Pursuant to Executive Order No. 66(1978), this chapter expires on
December 16, 1993. The Office of the State Medical Examiner has
reviewed these rules and found them to be necessary, reasonable and
proper for the purposes for which they were originally promulgated. The
Office of the State Medical Examiner has also proposed amendments
and new rules to further clarify linguistic interpretations and to
streamline and clarify the flow of information.

N.J.A.C. 13:49-1.1 through 1.7 set forth the circumstances under which
postmortem examinations are mandated or discretionary; prescribes the
procedures by which postmortem examination investigations are trans­
ferred from the county where the investigation was initiated to the county
with jurisdiction over the death; provides procedures for postmortem
examinations where the death involved military personnel killed in air­
craft accidents; provides the purposes for which postmortem examina­
tions may properly be performed and the necessary standards of these
examinations, incorporates statutory requirements governing religious
objections to autopsy, N.J.S.A. 52:17B-88.1 et seq.; and describes the
investigative standards and procedures applicable to unidentified dece­
dents.

N.J.A.C. 13:49-2.1 through 2.3 set the requirements for the collection
of suitable specimens for the determination of the alcohol or drug
content of bodily fluids and tissues and provides for their proper
preservation.

N.J.A.C. 13:49-3.1 through 3.3 set forth the circumstances under which
autopsy reports may be released; set the fees to be charged for copies
of the reports; and require the State Medical Examiner to maintain files
of every death examination.

N.J.A.C. 13:49-4.1 sets forth the standards for the establishment and
maintenance of refrigerated storage space to be kept by county medical
examiners for the preservation of dead bodies, and requires sufficient
facilities to perform the examination of dead bodies under investigation.

N.J.A.C. 13:49-5.1 mandates the responsibilities of a legally authorized
physician medical examiner and requires that the medical examiner be
on duty at all times to investigate deaths occurring within the jurisdiction
of each county. The medical examiner on duty is required to cooperate
and coordinate with the county prosecutor in the conduct of a criminal
investigation.

N.J.A.C. 13:49-6.1 requires the medical examiner to establish proper
identification of the decedent, and enumerates procedures for the proper
completion of the death certificate.

N.J.A.C. 13:49-7.1 sets forth the standards for the training and ex­
perience requirements of the county medical examiner, deputy or assis­
tant county medical examiner and forensic pathologist.

N.J.A.C. 13:49-8.1 requires the State Medical Examiner to evaluate
and enforce the eligibility standards applicable to county medical ex­
aminer, deputy or assistant county medical examiner and forensic
pathologist, and provides for proceedings for the restriction of or removal
from their duties. Notice of the proceedings and an opportunity to be
heard, in accordance with the Administrative Procedure Act, are re­
quired.

Proposed N.J.A.C. 13:49-1.2 will eliminate the inconsistency in
language that exists between the section on mandatory autopsies
(N.J.A.C. 13:49-1.1) and this section on discretionary autopsies and will
continue the medical examiner's responsibility to conduct an autopsy in
prisoner deaths that are of prime concern to the public.

Proposed N.J.A.C. 13:49-1.7 expands by four days the maximum time
for information entries into National Crime Information Center (NCIC).
Experience has shown that a seven day requirement is a reasonable time
period to gather all the necessary information thereby obviating the
practice of repetitive piecemeal entries into the NCIC database.

N.J.A.C. 13:49-2.1 is amended to relieve the medical examiner of the
obligation to collect specimens in instances where the decision is made
that an autopsy is not necessary in the public interest. The original
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wording of this section seemed to imply that an autopsy had to be
performed in all cases of certain categories of death when death occurred
within 48 hours of the incident. Some of these deaths are found not
to require autopsy, and the regulation was found to be unnecessarily
onerous.

N.J.A.C. 13:49-2.2 as amended relieves the medical examiner of the
obligation to collect specimens in instances where the decision is made
that an autopsy is not necessary in the public interest. The original
wording seemed to imply that an autopsy had to be performed in all
cases of certain categories of death when death occurred within 48 hours
of the incident. Some of these deaths are found not to require autopsy,
and the regulation was found to be unnecessarily onerous.

N.J.A.C. 13:49-3.1 as proposed will clarify recordkeeping requirements
and the availability thereof. This amendment reflects recent court de­
cisions (see, for example, Shuttleworth v. The City of Camden. 258 N.J.
Super. 573 (App. Div. 1992». It responds to the need of treating physi­
cians to comply with quality assurance requirements and the State Master
Plan for the delivery of quality regional health care. It also responds
to the need for blood relatives to have access to medical information.

NJ.A.C. 13:49-3.3(d) as amended will assure that all autopsy reports
are available to all persons with a proper interest in a timely fashion,
not only the selected categories specified in the earlier version.

Proposed N.J.A.C. 13:49-3.3(g) requires that all Reports of Investiga­
tion by Medical Examiner (RIME), supplemental investigative reports,
original autopsy reports and amendments thereto be maintained as
signed, paper documents for a minimum of five years. If, after this period,
the custodian of the records no longer deems it feasible to retain the
"hard" paper copies, they may be photographed, microphotographed or
microfilmed according to standards and procedures established by the
Bureau of Archives and History in the Department of Education, with
the approval of the State Records Committee. However, the originals
may not be destroyed unless the Bureau of Archives and History shall
provide written consent to such destruction or disposition pursuant to
N.J.S.A. 47:3-26. This amendment will assure that the data required to
be produced and maintained by the medical examiner would be available
in hard copy for the specified period of time thereby being less amenable
to untraceable alterations when such records are kept solely in an
electronic format and data base. This will provide an acceptable degree
of record integrity.

Proposed N.J.A.C. 13:49-5.1(g) supplements the obligation of the
medical examiner to obtain information of a chemical, physical, medical,
or toxicological nature in instances where the decedent has survived the
initial event and when the appropriate initial evidentiary specimens have
been removed or sequestered in the hospital. This amendment will
permit the medical examiner to fully investigate the essential facts con­
cerning the medical causes of death.

Proposed NJ.A.C. 13:49-6.2 requires a medical examiner to complete
and forward the HIV Confidential Case Report of the New Jersey
Department of Health whenever the medical examiner establishes a new
diagnosis or confirms a suspected diagnosis of Human Immunodeficiency
Virus (HIV) infection by autopsy. This amendment emphasizes the
relationship between the medical examiners and the need for timely
notification of the public health agency which is required to monitor
the epidemic of HIV infection in New Jersey.

NJ.A.C. 13:49-7.1 as amended reflects changes in the process of
accrediting medical specialists in forensic pathology and clarifies the
specific criteria by which medical examiners may be eligible to practice
in the New Jersey medical examiner system.

Social Impact
Readoption of these rules will assure the continued quality of medical

examiner personnel, preserve the integrity of post mortem examinations
and facilitate the efficiency or reliability of criminal homicide investiga­
tions. The proposed amendments and new rules are expected to permit
medical examiners to formulate more accurate opinions concerning death
by accessing hospital records whenever death occurs within 48 hours of
the incident suspected of being the proximate cause of death. Medical
examiners will have a clearer understanding of their obligations during
and after death investigations. The Department of Health will receive
notice of each diagnosis of HIV so it may fulfill its mission of monitoring
the epidemic of the Human Immunodeficiency Virus. The amendments
will clarify and resolve the competing policy considerations involving the
disclosure of medical examiner reports and findings to appropriate
persons and agencies. Readoption will also assure that timely and ac­
curate medical records are kept on file to assist in the answering of

medical inquiries by family members and other interested parties in the
future.

Economic Impact
The proposed readoption and amendments are not expected to create

any significant increases in the cost of providing medical examiner
services to the public. The elimination of collecting certain specimens
in cases not requiring autopsies will relieve a confusing and unnecessary
burden. The amendments will define and clarify the release procedures
for medical examiner information. Because the State and county medical
examiners' offices are such small but highly specified offices, their
budgets do not impact on the overall State and county budgets in a
significant fashion.

Regulatory Flexibility Statement
The rules proposed for readoption with amendments do not require

a regulatory flexibility analysis, since they do not impose any require­
ments on small businesses, as defined under the Regulatory Flexibility
Act, N.J.S.A. 52:14B-16 et seq. The rules and amendments set forth
standards and requirements applicable to the conducting of autopsies
by State and county medical examiners.

Full text of the proposed readoption may be found in the New
Jersey Administrative Code at N.J.A.C. 13:49.

Full text of the proposed amendments follows (additions indicated
in boldface thus; deletions indicated in brackets [thus]):

13:49-1.2 Discretionary autopsies
In the absence of an objection based on the religious beliefs of

the decedent, autopsies may be performed when it appears in the
discretion of the county medical examiner to be in the public interest
to do so in all cases of human deaths occurring in the following
circumstances:

1.-2. (No change.)
3. All [deaths of suspects in police custody and inmates of a jail,

penitentiary or prison who are hospitalized and being treated at the
time of death and the medical examiner's investigation, review of
hospital records and examination of decedent's body reveal an issue
of public interest which compels his or her conclusion that an autopsy
is necessary, and] deaths of inmates as defined in N..J.S.A.
52:178-86(f) occurring in institutions maintained in whole or in part
at the expense of the State or county when the inmate was not
hospitalized therein for organic disease;

4.-5. (No change.)

13:49-1.7 Medical examiner's investigative standards for
unidentified decedents

(a)-(e) (No change.)
(f) In any event, an NCIC entry shall be made no later than

[three] seven days following completion of the autopsy incorporating
all features of identification, including estimations of age, time of
death, height, sex, race, any known medical conditions discovered
by autopsy, and a full description of clothing and personal effects.
The Unidentified Person File Data Collection Entry Guide may be
used as an aid.

(g)-(i) (No change.)

13:49-2.1 Collection of specimens for alcohol determinations
(a) Whenever the [AU] county medical examiner[sj, or the person

designated by the State Medical Examiner or county medical ex­
aminer to conduct investigations and perform autopsies in a coun­
ty, conducts an autopsy pursuant to N..J.S.A. 52:178-88 et seq., that
person shall collect suitable specimens for determination of the
alcohol content of the blood and brain tissue in all cases of violent
death or death under unusual circumstances where death has oc­
curred within 48 hours of the incident suspected of being the prox­
imate cause of death.

(b) (No change.)

13:49-2.2 Collection of specimens for narcotic or dangerous drug
determination

(a) Whenever the [All] county medical examiner[s], or the person
designated by the State Medical Examiner or county medical ex­
aminer to conduct the investigations and perform autopsies in a
county, conducts an autopsy pursuant to N..J.S.A. 52:178-88 et seq.,
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that person shall collect suitable specimens for determination of the
drug content of the body fluids and tissues in all cases of violent
deaths or deaths under unusual circumstances where death has
occurred within 48 hours of the incident suspected of being the
proximate cause of death.

(b) (No change.)

13:49-3.1 Release of [autopsy findings] records
[(a) Copies of the official report of an autopsy performed by the

State Medical Examiner, any county medical examiner or other
persons designated by the State Medical Examiner to perform
autopsies shall not be released except to the next of kin of the
decedent, the decedent's legal representative, law enforcement
parties in litigation arising from the incident that caused the dece­
dent's death. Any other person or agency with a proper interest in
such records may receive a copy of the report after the authorized
medical examiner, in consultation with the State Medical Examiner,
determines the propriety of the party's interest. If the medical
examiner and State Medical Examiner reach different conclusions
as to the propriety of the release of the autopsy report, the medical
examiner shall abide by the final determination of the State Medical
Examiner.]

(a) The records that are required by law to be made, maintained
or kept by the County or State Medical Examiner are the Report
of Investigation by Medical Examiner, the inventory of property of
value, the autopsy report, including its findings and conclusions,
and the results of external examinations upon the bodies of deceased
persons. Not included within this definition are any records or
portions thereof which contain opinions, subjective evaluations or
critical analyses.

(b) The medical examiner shall, upon request, make available for
inspection during regular business hours the records required to
be made, maintained or kept as defined by (a) above and shall
produce copies of the requested records upon payment of such
reasonable fee as may be provided by this chapter, except as
otherwise provided by:

1. The Right to Know Law, N..J.S.A. 47:1A-l et seq.;
2. Laws covering confidentiality of records such as the AIDS

Assistance Law, N..J.S.A. 5C-l et seq.;
3. Any other law requiring confidentiality of records;
4. The status of an ongoing investigation as defined by Executive

Order No. 123(1985); or
5. Whenever medical examiner's records are not yet complete.
(c) Any other records that satisfy the common law definition of

a "public record" which may exist in the medical examiner's file
may be inspected or copied with the exceptions as noted above in
(b) provided the requestor is able to demonstrate that his or her
particular interest outweighs the need of the agency and/or the
public interest in confidentiality. The propriety of the party's in­
terest in these records shall be determined by the authorized county
medical examiner in consultation with the State Medical Examiner
whose final determination shall be binding. The next of kin of the
decedent, immediate family members, physicians who treated the
decedent for his or her last illness or injury, the decedent's legal
representative, law enforcement agencies, or attorneys or insurance
companies representing parties in litigation arising from the inci­
dent that caused the decedent's death are presumed to have a proper
interest in these records.

(d) In the event that the requestor is unable to demonstrate a
proper interest, the County or State Medical Examiner may advise
the requestor to seek a court ordered release of records.

[(b)](e) Notwithstanding [(a)](b) and (c) above, if the death has
been referred to the county prosecutor or Attorney General for
continuing criminal investigation, only the county prosecutor or
Attorney General may disclose the autopsy findings. When a party
seeks the autopsy report in connection with pending or future
criminal litigation, the county prosecutor or Attorney General shall
provide the report through the discovery process, in accordance with
court rules, or before discovery is undertaken if the prosecutor or
Attorney General deems it appropriate.

[(c)] (0 Notwithstanding [(a)](c) and (d) above, the autopsy re­
port may be furnished to any person upon written authority of the

PROPOSALS

decedent's next of kin or legal representative, unless the death has
been referred to the county prosecutor or Attorney General for
continuing criminal investigation.

13:49-3.3 Filing of Reports
(a)-(c) (No change.)
(d) The description and report of gross autopsy findings shall be

completed, signed by the physician, and delivered to the county
prosecutor and the State Medical Examiner within 30 days of com­
pletion of gross dissection [in all homicidal, suspicious, and unusual
deaths].

(e)-(f) (No change.)
(g) All original signed documents to include the Report of In­

vestigation by Medical Examiner, supplemental investigative re­
ports, autopsy reports and amendments thereto, shall be maintained
a minimum of five years as paper documents and on microfilm
permanently thereafter. Any photographing, microphotographing
and microfilming shall be in accord with N..J.S.A. 47:3-26.

13:49-5.1 Death investigations; conduct
(a)-(f) (No change.)
(g) Whenever the county medical examiner, or the person

designated by the State Medical Examiner or county medical ex­
aminer to perform autopsies in a county, conducts an autopsy
pursuant to N..J.S.A. 52:178-88 et seq. on a decedent who has been
treated in a hospital following an incident of external violence, the
examiner shall obtain from the hospital any specimens that may
have been obtained or removed from the decedent for analysis
during the course of diagnosis or treatment where death has oc­
curred within 48 hours of the incident suspected of being the
proximate cause of death.

Recodify existing (g) and (h) as (h) and (i) (No change in text.)

13:49-6.2 Notification of death from contagious, infectious, or
communicable diseases

(a)-(b) (No change.)
(c) Whenever the medical examiner establishes a new diagnosis

or confirms a suspected diagnosis of Human Immunodeticiency
Virus (HIV) infection by autopsy, he or she shall complete the HIV
Confidential Case Report of the New Jersey Department of Health,
and forward it to:

New Jersey Department of Health
CN 363
Trenton, New Jersey 08625-0363

13:49-7.1 Eligibility standards of county medical examiner, deputy
or assistant county medical examiner, and forensic
pathologist

(a)-(c) (No change.)
(d) Only those county medical examiners, deputy or assistant

county medical examiners or forensic pathologists authorized by the
State Medical Examiner as competent to perform autopsies pursuant
to N.J.S.A. 52:17B-88, shall perform such autopsies. Such person
shall be qualified in one of the following categories:

1. Pathologists who shall have completed a two-year program of
supervised training in anatomical pathology [appropriate for eligibili­
ty to the American Board of Pathology] approved by the Accredita­
tion Council for Graduate Medical Education of the American
Medical Association are [qualified] eligible to conduct death in­
vestigations and to perform postmortem examinations and autopsies
under the direct guidance and supervision of a [senior] designated
pathologist who has already been qualified to practice in an unsuper­
vised capacity in the New Jersey Medical Examiner System, pursuant
to [Section 13:49-7.1(d)2] (d)2 below and under the general
supervision of the State Medical Examiner as provided by law. The
reports prepared by this person shall be countersigned by the
designated pathologist who has supervised the autopsy.

2. Pathologists who [are qualified] qualify as anatomic
pathologists as defined in (d)1 above, and who have at least one
year of formal supervised training in a forensic pathology program
approved by the Accreditation Council for Graduate Medical Educa­
tion, or two years supervised experience in forensic pathology
[suitable for eligibility towards certification by the Speciality Board
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in Forensic Pathology may be certified] in a situation comparable
with that of a program accredited by the Accreditation Council for
Graduate Medical Education are eligible to conduct death investiga­
tions and to perform postmortem examinations and autopsies under
the general supervision of the State Medical Examiner as provided
by law.

3. Physicians of any speciality who, by virtue of their experience
in a medical examiner system, are able to produce a portfolio of
personal case studies acceptable to the State Medical Examiner and
who, further, are [further] able to demonstrate by interview a
knowledgeable approach to forensic problems may be [certified]
declared eligible to conduct death investigations and to perform
postmortem examinations and autopsies under the general
supervision of the State Medical Examiner as provided by law.

(e) (No change.)

(a)
NEW ..JERSEY RACING COMMISSION
Thoroughbred Rules
Horse Ownership or Interest and Licensure

Restrictions, Veterinarians and Spouses
Proposed New Rule: N.J.A.C. 13:70-19.44
Authorized By: New Jersey Racing Commission,

Frank Zanzuccki, Executive Director.
Authority: NJ.S.A. 5:5-30.
Proposal Number: PRN 1993-615.

Submit written comments by December 15, 1993 to:
Michael Vukcevich, Deputy Director
New Jersey Racing Commission
CN 088
Trenton, New Jersey 08625

The agency proposal follows:

Summary
The proposed new rule, assuming adoption, would by regulation

prohibit a veterinary practitioner who is licensed as a veterinarian by
the New Jersey Racing Commission ("Commission") from also being
licensed by the Commission as an owner or trainer. It would further
prohibit the spouse of the Commission licensed veterinarian from such
licensure and prohibit both the Commission licensed veterinarian and
spouse from holding any interest, directly or indirectly, in a race horse.

As noted below, the Commission is of the view that the proposed new
rule will likely serve to heighten the public confidence in the sport of
horse racing. Although the Commission is of such a view, it recognizes
that this proposed new rule will likely generate comment, data, views
or arguments both favorable and unfavorable in nature. The Commission,
of course, is interested in receiving such comment to determine whether
the proposed new rule should be adopted, whether it should not be
adopted or whether some alternative thereto should be considered.

Social Impact
The Commission is of the view that the proposed new rule will have

a positive influence on the integrity of racing. It will eliminate potential
for conflicts of interest, or the appearance of such conflicts, which may
exist when a veterinarian treats horses in a race in which the veterinarian
or spouse otherwise have an interest or potential interest in the outcome.

Economic Impact
The proposed new rule may, from an economic perspective, adversely

affect those veterinarians who desire to become licensed as veterinarians
by the Commission (pursuant to N.J.A.C. 13:70-4.1(a)17), as well as their
spouses. In the event of such Commission licensure, and assuming
adoption of the rule, neither the Commission licensed veterinarian or
spouse could be licensed by the Commission as an owner or trainer and
neither could hold any interest in a race horse. Accordingly, the inability
to pursue such other licensure or interest in a race horse would result
in the inability to profit from such endeavors. Of course, such an
economic impact could be avoided by a veterinarian failing to seek
licensure as a veterinarian by the Commission. In such a case, the
veterinarian or spouse could be licensed as an owner or trainer, and
could hold an interest in a race horse. In the event of such an election,

however, the veterinarian would not be able to engage in veterinary work
which requires Commission licensure and an economic impact from such
might arise.

The proposed new rule might also impact upon current licensees of
the Racing Commission. To the extent that any veterinarian licensed by
the Racing Commission was also licensed as an owner or trainer or has
a spouse in such licensure category, or holds any interest in a race horse,
the licensee and/or spouse would have to determine whether the veteri­
narian should continue to be licensed as a veterinarian by the Com­
mission.! Where a veterinarian impacted by this rule elects not to con­
tinue with his or her Commission issued veterinary license, the veterinari­
an and/or spouse thereof could be licensed as an owner or trainer or
hold an interest in a race horse. The potential economic impact in such
a case would be attributable to lost profits as a result of not being able
to perform the veterinary services which Commission licensure (in the
capacity of veterinarian) allows. In the event the veterinarian in such
circumstance elected to continue to hold his or her Commission issued
veterinary license, the veterinarian or his spouse could not be licensed
as an owner or trainer, nor could either hold any interest in a race horse
competing in this state. Accordingly, the inability to continue with such
licensure or interest in a horse would result in the inability to profit
from such endeavors. Moreover, such an election would require
divestiture of current holdings on the part of the veterinarian and/or
spouse.

lIt should be noted that Commission records indicate that no veterinar­
ian licensed in such capacity in 1993 is also licensed as an owner or
trainer. This is in accord with current policy concerns of the Commission.
However, there are situations evident where the spouse of a Commission
licensed veterinarian is licensed by the Commission as a trainer and/
or owner.

Regulatory Flexibility Analysis
The proposed new rule imposes no reporting or recordkeeping re­

quirements on small businesses as defined in the Regulatory Flexibility
Act, NJ.S.A. 52:14B-16 et seq. However, certain veterinarians or spouses
thereof may operate as or be affiliated with such small businesses, and
the proposed rule would impose compliance responsibilities with respect
to such concerns as explained in the Summary above, and with potential
economic consequences as discussed in the Economic Impact. In that
the purpose of this proposal is to heighten the public confidence in the
sport of horse racing, uniform application without regard to business size
is deemed necessary to most effectively meet that objective.

Full text of the proposed new rule follows:

13:70-19.44 Horse ownership or interest and licensure restrictions,
veterinarians and spouses

(a) Veterinary practitioners, licensed by the New Jersey Racing
Commission to practice on the premises of any track association or
any grounds under the jurisdiction of the Racing Commission, are
not eligible to be licensed as owners or trainers and are prohibited
from holding any interest, directly or indirectly, in a race horse.

(b) Disqualification of a husband or wife from having a license
applies equally to both.

(b)
NEW JERSEY RACING COMMISSION
Thoroughbred Rules
Trainer Fees
Proposed New Harness Rule: N.J.A.C. 13:70-20.13
Authorized By: New Jersey Racing Commission,

Frank Zanzuccki, Executive Director.
Authority: NJ.S.A. 5:5-30.
Proposal Number: PRN 1993-616.

Submit written comments by December 15, 1993 to:
Michael Vukcevich, Deputy Director
New Jersey Racing Commission
CN 088
Trenton, New Jersey 08625

The agency proposal follows:
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Summary
This proposed new rule is being advertised for public comment as a

result of a recommendation advanced by the Thoroughbred Horsemen's
Benevolent Association ("THBA"). The proposed rule provides that, in
the absence of a written contract between the thoroughbred owner and
trainer, the trainer's commission of an owner's winning purse shall equal
10 percent. The rule calls for the automatic deduction of the commission
from an owner's account at the horsemen's bookkeeper's office.
However, where a written contract exists between the owner and trainer,
and where the owner furnishes written evidence of such contract to the
horsemen's bookkeeper, no such deduction shall be made from the
owner's winning purse. In such case, the trainer shall be compensated
directly by the owner or as the contract may otherwise provide.

The proposed rule further provides for a mechanism to avoid the
automatic deduction from the owner's account where a legitimate dispute
as to the commission fee due the trainer exists. In such an event,
proposed subsection (b) provides that the owner may in writing certify
to the horsemen's bookkeeper that a genuine and meritorious dispute
exists. Where the owner does so, the horsemen's bookkeeper shall not
cause any deductions to be made from the owner's account on behalf
of the trainer. The rule additionally provides that the owner, trainer or
agent thereof shall have no recourse against the horsemen's bookkeeper
or his or her agent for acts or omissions in the administration of the
rule. It should be noted that the proposed rule does not preclude the
owner and trainer from entering into an agreement for the payment of
fees due the trainer for services provided or expenses incurred.

According to the THBA, this proposed new rule is necessary as in
many instances no written contract for trainers' commission exists and,
as a result, trainers are neither paid as contemplated or, if paid, are
not paid in a timely fashion. The THBA has represented to the Racing
Commission that a trainer commission equal to 10 percent of an owner's
winning purse should be utilized in the proposed new rule, as this is
the standard commission in the thoroughbred industry.

Although the THBA views this proposed rule as of benefit to the
thoroughbred race industry, the Racing Commission has thus far received
one preliminary written negative comment. Among other things, that
comment indicates that "[a]n owner does not wish to be forcibly accoun­
table for relinquishing a percentage of his purse monies to his trainer."
The Racing Commission, in determining to advertise this proposed new
rule for public comment, seeks to elicit further opinion from the industry
and interested persons to assist it in assessing whether the proposal
should be adopted, whether it should not be adopted or whether some
alternative should be considered.

Social Impact
According to the THBA, the proposed new rule will have a positive

social impact to the extent that it will insure that thoroughbred trainers
receive their commission in a timely manner and in accord with industry
standards. However, in light of the comment received by the Racing
Commission as noted above, some owners may view this rule as having
a negative impact.

Economic Impact
According to the THBA, the proposed new rule would have a positive

economic impact in that it would insure that trainers not under written
contract for the provision of commission would be compensated in accord
with the industry standard, and in a timely fashion. This would, according
to the THBA, insure the financial security of trainers and inure to the
overall benefit of the sport. The proposed new rule, if adopted, would
also affect owners and small businesses which function in the capacity
of owners. The rule would create an automatic 10 percent deduction
from the owner's winning share of purse, payable to the trainer and to
be deducted from the owner's account by the horsemen's bookkeeper.
Such an event, however, would not occur in those instances where a
contract has been entered into by the owner and trainer and where the
owner provides written evidence of such existing contract to the
horsemen's bookkeeper, or in the event of a genuine and meritorious
dispute as to the commission fees due the trainer. In such situations,
no deduction would be made from the owner's winning share of purse.

Additionally, the rule would impose accounting and administrative
responsibilities on the horsemen's bookkeeper's office and, to the extent
that it imposes such, would have an economic impact on that office.
However, neither the owner, trainer or any agent thereof shall have any
recourse against the horsemen's bookkeeper or agent thereof for acts
or omissions in the administration of the rule.

PROPOSALS

Regulatory Flexibility Analysis
The proposed new rule does have reporting and recordkeeping im­

plications as concerns owners or trainers, some of which may be con­
sidered small businesses as defined under the Regulatory Flexibility Act,
NJ.S.A. 52:14B-16 et seq. The rule might result in owners and trainers
entering into contracts more readily concerning the commission fee due
the trainer. In cases where a contract does exist, to avoid an automatic
trainer commission fee deduction from the owner's account with the
horsemen's bookkeeper, the owner would be responsible to provide the
bookkeeper with written evidence of the existing contract. As such
requirement to provide notice is necessary for efficient and proper fee
disbursement, and is of minimal cost, no lesser requirements or exemp­
tions are provided based on business size. Additionally, in order to
effectuate the proposed new rule, the track association's recordkeeping
and disbursement functions would be implicated as a result of the
accounting responsibilities imposed on its employee, the horsemen's
bookkeeper. However, those track associations are not small businesses
as each employ more than 100 people. Therefore, a regulatory flexibility
analysis is not required as to those track associations.

Full text of the proposed new rule follows:

13:70-20.13 Trainer commissions
(a) A trainer's commission, in the absence of a written contract

between the owner and trainer addressing such fees or providing
for no such fees, shall be 10 percent of an owner's share of winning
purse to be deducted from an owner's account at the horsemen's
bookkeeper's office. It shall be the responsibility of the owner to
furnish the horsemen's bookkeeper, at the horsemen's bookkeeper's
office, with written evidence of any existing contract concerning
commission fees between said owner and trainer. Following receipt
of such written evidence of an existing contract from the owner, the
horsemen's bookkeeper shall not cause any deduction to be made
from the owner's share of winning purse.

(b) In the event the owner fails to provide the horsemen's book­
keeper's office with written evidence of any existing contract for
commission fees between said owner and trainer, pursuant to (a)
above, the owner may in writing certify to the horsemen's book­
keeper that a genuine and meritorious dispute exists with the trainer
concerning commission fees due. In such case, the horsemen's book­
keeper shall not cause any deductions to be made from the owner's
account on behalf of the trainer.

(c) The owner, trainer or agent thereof shall have no recourse
against the horsemen's bookkeeper, or any agent thereof, for any
acts or omissions in administering this rule.

(d) Nothing contained in this rule shall preclude the owner and
trainer from entering into an agreement for the payment of fees
due the trainer for services provided or expenses incurred.

(a)
NEW JERSEY RACING COMMISSION
Harness Rules
Horse Ownership or Interest and Licensure

Restrictions, Veterinarians and Spouses
Proposed New Rule: N.J.A.C. 13:71-9.5
Authorized By: New Jersey Racing Commission,

Frank Zanzuccki, Executive Director.
Authority: N.J.S.A. 5:5-30.
Proposal Number: PRN 1993-617.

Submit written comments by December 15, 1993 to:
Michael Vukcevich, Deputy Director
New Jersey Racing Commission
CN 088
Trenton, New Jersey 08625

The agency proposal follows:

Summary
The proposed new rule, assuming adoption, would by regulation

prohibit a veterinary practitioner who is licensed as a veterinarian by
the New Jersey Racing Commission ("Commission") from also being
licensed by the Commission as an owner or trainer. It would further
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13:71-9.5 Horse ownership or interest and licensure restrictions,
veterinarians and spouses

(a) Veterinary practitioners, licensed by the New Jersey Racing
Commission to practice on the premises of any track associations
or any grounds under the jurisdiction of the Racing Commission,
are not eligible to be licensed as owners or trainers and are
prohibited from holding any interest, directly or indirectly, in a race
horse.

(b) Disqualification of a husband or wife from having a license
applies equally to both.

(8)
NEW ~IERSEY RACING COMMISSION
Harness Rules
Daily Triple
Proposed Amendment: N.J.A.C. 13:71-27.54
Authorized By: New Jersey Racing Commission,

Frank Zanzuccki, Executive Director.
Authority: N.J.S.A. 5:5-30.
Proposal Number: PRN 1993-614.

Submit written comments by December 15, 1993 to:
Frank Zanzuccki, Executive Director
New Jersey Racing Commission
CN 088
Trenton, New Jersey 08625

The agency proposal follows:

Summary
The proposed amendment to the "Daily Triple Rule," N.J.A.C.

13:71-27.54, seeks to remedy what many racing industry followers con­
sider an inequity in the payoff procedures for such races. In a "Daily
Triple" race, horses in the dead heat for win are considered as winning
horses for the purpose of calculating the pool. The rule, in its present
form, calls for an equal distribution of funds in the event of a dead
heat for win in any "Daily Triple" race. The proposed amendment calls
for the distribution of funds, in the event of a dead heat, to be based
on the amount of actual dollars bet on each individual winning horse.
The proposed amendment, in calculating such payoff in the same manner
as a place pool, will mirror the New Jersey Racing Commission's "Daily
Double Rule." See N.J.A.C. 13:71-27.47(q).

13:71-27.54 Daily Triple
(a)-(l) (No change.)
[(m) In the event of a dead heat for win between two or more

horses in any Daily Triple race, all such horses in the dead heat
for win shall be considered as winning horses in the race for the
purpose of calculating the pooL]

(m) H any of the daily triple races result in a dead heat, the
payoff will be figured the same as a place pool, that is: first the
regulation commission is deducted, then the total amount wagered

Social Impact
The proposed amendment will have a positive social impact to the

extent that patrons will now share the pool proceeds in proportion to
the amount of winning dollars wagered as to each winning horse.

Economic Impact
The proposed amendment has little economic effect. The amount of

money returned to the public will remain constant but the distribution
of these funds will become more equitable.

Regulatory Flexibility Statement
The proposed amendment poses no reporting, recordkeeping or other

compliance requirements on small business, as defined under the Reg­
ulatory Flexibiliy Act, N.J.S.A. 52:14B-16 et seq. The amendment changes
the calculating method for determining winning payoffs in the event of
a dead heat in a Daily Triple race. The track association which would
be required to comply with this new calculation method are not small
businesses, as each employ more than 100 people. Therefore, a regulatory
flexibility analysis is not required.

Full text of the proposal follows (additions indicated in boldface
thus; deletions indicated in brackets [thusD:

prohibit the spouse of the Commission licensed veterinarian from such
licensure and prohibit both the Commission licensed veterinarian and
spouse from holding any interest, directly or indirectly, in a race horse.

As noted below, the Commission is of the view that the proposed new
rule will likely serve to heighten the public confidence in the sport of
horse racing. Although the Commission is of such a view, it recognizes
that this proposed new rule will likely generate comment, data, views
or arguments both favorable and unfavorable in nature. The Commission,
of course, is interested in receiving such comment to determine whether
the proposed rule should be adopted, whether it should not be adopted
or whether some alternative thereto should be considered.

Social Impact
The Commission is of the view that the proposed new rule will have

a positive influence on the integrity of racing. It will eliminate potential
for conflicts of interest, or the appearance of such conflicts, which may
exist when a veterinarian treats horses in a race in which the veterinarian
or spouse otherwise have an interest or potential interest in the outcome.

Economic Impact
The proposed new rule may, from an economic perspective, adversely

affect those veterinarians who desire to become licensed as veterinarians
by the Commission (pursuant to N.J.A.C. 13:71-7.1(a)12), as well as their
spouses. In the event of such Commission licensure, and assuming
adoption of the rule, neither the Commission licensed veterinarian or
spouse could be licensed by the Commission as an owner or trainer and
neither could hold any interest in a race horse. Accordingly, the inability
to pursue such other licensure or interest in a race horse would result
in the inability to profit from such endeavors. Of course, such an
economic impact could be avoided by a veterinarian failing to seek
licensure as a veterinarian by the Commission. In such a case, the
veterinarian or spouse could be licensed as an owner or trainer, and
could hold an interest in a race horse. In the event of such an election,
however, the veterinarian would not be able to engage in veterinary work
which requires Commission licensure and an economic impact from such
might arise.

The proposed new rule might also impact upon current licensees of
the Racing Commission. To the extent that any veterinarian licensed by
the Racing Commission was also licensed as an owner or trainer or has
a spouse in such licensure category, or holds any interest in a race horse,
the licensee and/or spouse would have to determine whether the
veterinarian should continue to be licensed as a veterinarian by the
Commission.! Where a veterinarian impacted by this rule elects not to
continue with his or her Commission issued veterinary license, the
veterinarian and/or spouse thereof could be licensed as an owner or
trainer or hold an interest in a race horse. The potential economic impact
in such a case would be attributable to lost profits as a result of not
being able to perform the veterinary services which Commission licensure
(in the capacity of veterinarian) allows. In the event the veterinarian
in such circumstance elected to continue to hold his or her Commission
issued veterinary license, the veterinarian or his spouse could not be
licensed as an owner or trainer, nor could either hold any interest in
a race horse competing in this state. Accordingly, the inability to continue
with such licensure or interest in a horse would result in the inability
to profit from such endeavors. Moreover, such an election would require
divestiture of current holdings on the part of the veterinarian and/or
spouse.

Regulatory Flexibility Analysis
The proposed new rule imposes no reporting or recordkeeping re­

quirements on small businesses as defined in the Regulatory Flexibility
Act, N.J.S.A. 52:14B-16 et seq. However, certain veterinarians or spouses
thereof may operate as or be affiliated with such small businesses, and
the proposed rule would impose compliance responsibilities with respect
to such concerns, as explained in the Summary above, and with potential
economic consequences as discussed in the Economic Impact. In that
the purpose of this new rule is to heighten the public confidence in the
sport of horse racing, uniform application without regard to business size
is deemed necessary to most effectively meet that objective.

Full text of the proposed new rule follows:
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on the winning combination is deducted, leaving the profit which
is divided equally between the holders of the winning combinations.

(n) (No change.)

(a)
NEW JERSEY RACING COMMISSION
Casino Simulcasting
Proposed Amendments: N.J.A.C. 13:72-1.1, 2.9, 4.3,

4.10,6.2,7.1 and 8.1
Authorized By: New Jersey Racing Commission,

Frank Zanzuccki, Executive Director.
Authority: N.J.S.A. 5:5-30.
Proposal Number: PRN 1993-618.

Submit written comments by December 15, 1993 to:
Michael Vukcevich, Deputy Director
New Jersey Racing Commission
CN 088
Trenton, New Jersey 08625

The agency proposal follows:

Summary
Several technical and substantive amendments are proposed to the

New Jersey Racing Commission's ("Commission") rules concerning
casino simulcasting. These rules, N.J.A.C. 13:72, were promulgated as
joint regulations with the New Jersey Casino Control Commission
("Casino Commission"). The Casino Commission is simultaneously seek­
ing to amend its counterpart regulations, which appear at N.J.A.C. 19:55
(see 25 N.J.R. 4737(a), October 18, 1993).

At N.J.A.C. 13:72-1.1, a definition of "credit voucher machine" is
added. The definition of "credit voucher" was amended to provide that
it also means a ticket issued by a credit voucher machine, and to clarify
that it means a ticket issued by a self-service pari-mutuel machine as
a simulcast payout. The definition of "casino pari-mutuel cashier" was
amended to delete the reference to self-service pari-mutuel machines
and to clarify that such person makes simulcast payouts in a casino
simulasting facility.

N.J.A.C. 13:72-2.9 is amended to clarify that sound as well as pictures
of simulcast horse races may, subject to Casino Commission approval,
be shown in portions of the casino hotel establishment outside the casino
simulcasting facility, including non-public areas such as hotel rooms.

An amendment to N.J.A.C. 13:72-4.3 would eliminate the provisions
that the Commission and Racing Commission may waive the requirement
that a transmission line be a dedicated line only in exceptional cases.
It would also eliminate the requirement that any application for waiver
document the security of the proposed alternative procedure, since a
backup line and cellular phone are in all cases required.

N.J.A.C. 13:72-4.10(c) would be amended to provide that pari-mutuel
tickets on a current race which are purchased at a self-service pari-mutuel
machine may be cancelled if they could otherwise be cancelled pursuant
to the provisions of N.J.A.C. 19:55-4.1O(b).

An amendment to N.J.A.C. 13:72-4.10 adding subsection (f) would
provide that a casino pari-mutuel cashier may cancel any tickets which
a patron requests and does not pay for, provided the tickets are cancelled
prior to the sale of any ticket to a subsequent patron.

N.lA.C. 13:72-6.2 is amended to require licensure of manufacturers,
suppliers and repairers of credit voucher machines to casino licensees
or hub facilities.

N.J.A.C. 13:72-7.1 is amended to permit a casino licensee and a
sending track to agree upon the terms on which they will reconcile
simulcast wagers. The parties may not desire to send or receive payment
until a certain agreed-upon monetary threshold has been reached, while
the current rule requires reconciliation within seven days in all cases.

Finally, N.J.A.C. 13:72-8.1 would be amended to provide that the
information required to be made available to patrons in a casino
simulcasting facility include the assigned weight, drivers and drivers'
colors, but only the maternal grandsire of entered horses.

Social Impact
The proposed amendments are generally technical in nature or in­

tended to clarify the existing rule and procedures and will therefore have
little social impact. The public may benefit by the proposed amendments
to N.J.A.C. 13:72-2.9, which should permit the showing simulcasting races

PROPOSALS

(but not wagering) in hotel rooms. Additionally, the proposed amend­
ment to N.J.A.C. 13:72-8.1 may benefit the public in terms of enhanced
race information availability.

Economic Impact
It would be speculative to predict whether the proposed amendments

will have any economic impact. The proposed amendments are generally
technical in nature or intended to clarify the existing rules and
procedures and, to the extent they do so, may generate a positive econmic
impact upon casino licensees and the hub facility.

Regulatory Flexibility Statement
The proposed amendments will only affect the operation of New Jersey

casino licensees and the hub facility, none of which is a "small business"
as defined under the Regulatory Flexibility Act, N.J.S.A 52:14B et seq.
Accordingly, a regulatory flexibility analysis is not required.

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

13:72-1.1 Definitions
The following words and terms, when used in this chapter, shall

have the following meanings unless the context clearly indicates
otherwise:

"Casino pari-mutuel cashier" means a casino employee who sells
pari-mutuel tickets representing simulcast wagers, sells credit vouch­
ers for simulcast wagers [in self-service pari-mutuel machines], pays
cash for credit vouchers, and makes simulcast payouts [for winning
or refundable pari-mutuel tickets] in a casino simulcasting facility.

"Credit voucher" means a ticket issued by:
1. [a] A pari-mutuel cashier in exchange for cash, gaming chips,

slot tokens or [coin] coupons;
2. A credit voucher machine in exchange for cash; or [by]
3. [a] A self-service pari-mutuel machine [for currency, as payment

for a winning or refunded pari-mutuel ticket,] as a simulcast payout
or as the balance returnable after a simulcast wager has been placed.

"Credit voucher machine" means a mechanical, electrical or other
device connected to a totalisator which, upon the insertion of cash,
automatically issues a credit voucher of an equal value.

13:72-2.9 Wagering limited to simulcasting facility
Wagering on simulcast horses within the premises of a casino

licensee shall be conducted only in a casino simulcasting facility.
However, pictures and sound of simulcast horse races may be shown
in [on non-casino public] such other areas of the establishment as
approved by the Commission.

13:72-4.3 Transmission data line
A transmission data line shall be a dedicated line. There shall

be a minimum of one backup line, which may be a dial-up line.
In addition, each out-of-State sending track shall maintain a cellular
phone in its totalisator room. [These requirements] The dedicated
line requirement may be waived [only in exceptional cases] for good
cause shown with the prior written approval of the Commission and
Racing Commission. [Any application for such waiver shall be sup­
ported by documentation of the precautions which will be taken to
assure that the alternative method of transmitting data, which may
include the use of cellular phones, will be secure.]

13:72-4.10 Cancellation of tickets
(a)-(b) (No change.)
(c) [No] Except for pari-mutuel tickets which may be cancelled

pursuant to (b) above, no pari-mutuel ticket purchased at a self­
service pari-mutuel ticket purchased at a self-service pari-mutuel
machine on a current race shall be cancelled.

(d)-(e) (No change.)
(f) A casino pari-mutuel cashier may cancel any pari-mutuel

tickets which a patron requests, but does not pay for, provided the
tickets are cancelled prior to sale of any ticket to a subsequent
patron.
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13:72-6.2 Simulcast wagering equipment
All manufacturers, suppliers and repairers of simulcast wagering

equipment, including totalisators, pari-mutuel machines [and] self­
service pari-mutuel machines and credit voucher machines, to casino
licensees or hub facilities shall be licensed in accordance with the
provisions of N.J.S.A. 5:12-92a.

13:72-7.1 Reconciliation with sending tracks
Each casino licensee which conducts casino simulcasting shall, in

conformance with information provided by the hub facility, reconcile
all simulcast wagers with sending tracks on at least a weekly basis
unless the casino licensee and a sending track agree to a different
term of payment, which shall be set forth in the agreement between
the casino licensee and sending track.

13:72-8.1 Race information availability
A casino licensee which conducts casino simulcasting shall make

available to patrons of its casino simulcasting facility the following
information for each simulcast race: the names of entrants, their
sires, dams and maternal grandsires, their wagering numbers, post
positions, jockeys or drivers, assigned weight, morning line odds,
owners and owners' colors or drivers' colors, trainers, sex color, year
of birth; the distance and number of the race; amount of purse;
and conditions and claiming price, if any. For harness races, the
performance lines for at least the last six races of each entrant shall
also be available. The availability of such information, and the
procedures for obtaining same, shall prominently be displayed in the
casino simulcasting facility. Nothing in this chapter shall preclude
a casino licensee from charging patrons a fee for providing such
information.

PUBLIC UTILITIES

(a)
BOARD OF REGULATORY COMMISSIONERS
Demand Side Management Resource Plan
Proposed Amendment: N.J.A.C. 14:12-2.1
Authorized By: Board of Regulatory Commissioners, Dr. Edward

H. Salmon, Chairman and Jeremiah F. O'Connor and Carmen
J. Armenti, Commissioners.

Authority: N.J.S.A 48:2-13, 52:27F-ll (g) and (q) and 52:27F-18.
BRC Docket Number: EX93040117.
Proposal Number: PRN 1993-626.

Submit comments by December 15, 1993 to:
Robert Chilton, Director
Division of Electric
Board of Regulatory Commissioners
CN-350
Trenton, New Jersey 08625

The agency proposal follows:

Summary
The Board of Regulatory Commissioners' (Board) rules pertaining to

Demand Side Management (DSM) Resource Plans became effective
upon publication in the New Jersey Register on November 4, 1991, at
23 N.J.R. 3368(a). As part of that adoption, the affected electric and
gas utilities were required to file a DSM plan no later than February
2, 1992. The plans were filed in a timely fashion and plan review was
initiated. A DSM working group consisting of interested persons was
established for each utility's plan review and to discuss settlement of
the issues. As of September 1, 1993, two utility DSM plans have been
approved while five utility DSM plans are still pending before the Board.
The rules also provide that the next filing of subsequent DSM Plans
will be by March 1, 1994.

Based on the working experience with the first round of DSM Plan
filings, the Board has determined that greater regulatory review efficien­
cy can be realized by staggering the filing of utility DSM Plans. Also,
as stated above, several DSM Plans filed in February 1992 were substan­
tially modified or refiled subsequent to original filing and are currently
pending before the Board. As a result, several plans have not yet been

implemented. As such, the rules as presently constituted would require
the filing of a new plan before such time as the utility and other parties
have had sufficient time to evaluate DSM programs implemented
pursuant to the DSM plans filed in February 1992.

Modification of the filing requirements as proposed would provide the
Board flexibility to allow additional time or to compress the date for
the filing of a DSM Plan. If, in the Board's opinion, there is no need
to file within two years, it will have the flexibility to allow more time.
Conversely, if it believes a utility should file in less than two years, it
can direct a utility to file earlier. If requesting an earlier filing, the Board
would give at least six months notice to the utility. This notice provides
a more than adequate time frame in which a utility can develop a DSM
Plan. This modification will not pose an undue burden on the utilities
and will, in fact, provide them with additional time to meet assigned
deadlines.

In summary, the Board is proposing that utilities be required to file
DSM Plans within two years of the approval of its previous DSM Plan.
This will result in staggered filings and will ensure that sufficient time
will have passed to implement and evaluate DSM programs previously
approved.

Social Impact
Adoption of the proposed amendment will allow the parties to engage

in a more detailed review process which will result in additional protec­
tion for ratepayers.

Economic Impact
Adoption of the proposed amendments will neither increase utility

spending, nor result in the recovery of additional costs from ratepayers.
Indeed, the amendments will likely lead to a more timely review process,
thus permitting the more timely availabiltiy of programs to customers.

Regulatory Flexibility Statement
A regulatory flexibility analysis is not required as these amendments

impose no reporting, recordkeeping or compliance requirements on small
businessess as defined under the Regulatory Flexibility Act, N.J.S.A.
52:14B-16 et seq. The amendments place requirements only on investor
owned electric and natural gas utilities in the State, all of which are
large businesses in that they are major utilities in the State and employ
over 100 employees.

Full text of the proposed amendments follows (additions indicated
in boldface thus; deletions indicated in brackets [thus]):

14:12-2.1 Filing
Every utility shall file [no later than February 2, 1992 and com­

mencing with March 1, 1994 and every two years thereafter,] within
two years of the Board's approval date of its last approved DSM
Plan pursuant to N.,J.A.C. 14:12, a DSM Plan for review and ap­
proval by the Board. The Board, however, for good cause, may aIter
the time for filing. The Board, for reasons such as current DSM
Plan success or the need for additional evaluation time, may extend
the time for filing, on not less than four months notice. Should the
Board direct a utility to file its DSM Plan prior to the end of the
two year period, it shall be done only upon a six month notice to
the affected utility.

TRANSPORTATION
(b)

DIVISION OF TRAFFIC ENGINEERING AND LOCAL
AID

BUREAU OF TRAFFIC ENGINEERING AND SAFETY
PROGRAMS

Restricted Parking and Stopping
Route N.J. 28 in Somerset County
Proposed Amendment: N.J.A.C. 16:28A-1.19
Authorized By: Richard C. Dube, Director, Division of Traffic

Engineering and Local Aid.
Authority: N.J.S.A. 27:1A-5, 27:1A-6, 39:4-138.1, 39:4-198 and

39:4-199.
Proposal Number: PRN 1993-613.
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Submit comments by December 15, 1993 to:
Charles L. Meyers
Administrative Practice Officer
Department of Transportation
Bureau of Policy and Legislative Analysis
1035 Parkway Avenue
CN 6oo
Trenton, New Jersey 08625

The agency proposal follows:

Summary
The Department of Transportation proposes to amend N.J.A.C.

16:28A-1.19 to establish a "time limit parking" zone on Route N.J. 28
in the Borough of Somerville, Somerset County. The provisions of this
amendment will improve the flow of traffic and enhance safety along
the highway system.

This amendment is being proposed at the request of the Borough of
Somerville and as part of the Department's on-going review of current
traffic conditions on the State highway system. The Department received
a Resolution, adopted August 18, 1993, from the Borough Council of
Somerville requesting that a two hour time limit parking zone be
established along the eastbound (southerly) side of Route N.J. 28 in
Somerville Borough. The traffic investigation conducted by the Depart­
ment's Bureau of Traffic Engineering and Safety Programs concurred
that the establishment of a two hour time limit parking zone along Route
N.J. 28 in the Borough of Somerville, Somerset County was warranted.
Signs are required to notify motorists of the restrictions proposed herein.

Social Impact
The proposed amendment to establish a two hour time limit parking

restriction along Route N.J. 28 in the Borough of Somerville, Somerset
County will improve traffic flow and enhance safety. This action was done
at the request of locally elected public officials. Appropriate signs will
be erected to advise the motoring public.

Economic Impact
The Department and local government will incur direct and indirect

costs for mileage, personnel and equipment requirements. The local
government will bear the costs for the installation of appropriate parking
restriction zone signs. The costs involved in the installation and procure­
ment of signs vary, depending upon the material used, size and method
of procurement. Motorists who violate the rules will be assessed the
appropriate fines in accordance with the "Statewide Violations Bureau
Schedule," issued under New Jersey Court Rule 7:7-3.

Regulatory Flexibility Statement
The proposed amendment does not place any reporting, recordkeeping

or compliance requirements on small businesses as the term is defined
by the Regulatory Flexibility Act, N.J.S.A. 52:14B-16 et seq. The
proposed amendment primarily affects the motoring public and the
governmental entities responsible for the enforcement of the rules.

Full text of the proposal follows (additions indicated in boldface
thUS):

16:28A-1.19 Route 28
(a)-(d) (No change.)
(e) The certain parts of State highway Route 28 described in this

subsection shall be designated and established as "Time Limit Park­
ing" zones where parking is prohibited at all times except in the
areas designated below. In accordance with the provisions of N.J.S.A.
39:4-199, permission is granted to erect appropriate signs at the
following established Time Limit Parking zones.

1. (No change.)
2. In the Borough of Somerville, Somerset County:
i.-ii. (No change.)
iii. Along the eastbound (southerly) side:
(1) Beginning at a point 130 feet east of the easterly curb line

of Mountain Avenue to a point 115 feet west of the westerly curb
line of West Main Street-Somerset.

(A) Two hours time limit parking from 6:00 A.M. to 2:00 A.M.,
Monday through Friday excluding weekends and holidays.

(f)-(g) (No change.)

PROPOSALS

(a)
DIVISION OF TRAFFIC ENGINEERING AND LOCAL

AID
BUREAU OF TRAFFIC ENGINEERING AND SAFETY

PROGRAMS
Restricted Parking and Stopping
Route N.J. 71 In Monmouth County
Proposed Amendment: N.J.A.C. 16:28A-1.38
Authorized By: Richard C. Dube, Director, Division of Traffic

Engineering and Local Aid.
Authority: N.J.S.A. 27:1A-5, 27:1A-6, 39:4-138.1, 39:4-198 and

39:4-199.
Proposal Number: PRN 1993-612.

Submit comments by December 15, 1993 to:
Charles L. Meyers
Administrative Practice Officer
Department of Transportation
Bureau of Policy and Legislative Analysis
1035 Parkway Avenue
CN 600
Trenton, New Jersey 08625

The agency proposal follows:

Summary
The Department of Transportation proposes to amend N.J.A.C.

16:28A-1.38 to establish revised "no stopping or standing" zones on
Route N.J. 71 in Spring Lake Heights Borough, Monmouth County. The
provisions of this amendment will improve the flow of traffic and enhance
safety along the highway system.

This amendment is being proposed at the request of the Borough of
Spring Lake Heights and as part of the Department's on-going review
of current conditions. The Police Department of Spring Lake Heights
Borough recommended a complete prohibition of stopping or standing
on both sides of Route N.J. 71 from Park Avenue south to Spring Lake
Heights Borough-Sea Girt Borough corporate line. This action was
recommended to improve traffic safety conditions. The Borough Council
of Spring Lake Heights adopted Resolution #63-1993, July 12, 1993,
formalizing this recommendation to the Department of Transportation.
The traffic investigation conducted by the Department's Bureau of Traf­
fic Engineering and Safety Programs concurred that the establishment
of revised "no stopping or standing" zones along Route N.J. 71 in Spring
Lake Heights Borough, Monmouth County was warranted.

N.J.A.C. 16:28A-1.38 has been further amended to:
1. Move text appearing at deleted paragraph (a)l pertaining to Deal

Borough, to paragraph (a)6; and
2. Delete subparagraph (a)7iii, which duplicates text appearing at

subparagraphs (a)7i(l) and (2) to comply with the Department's rulemak­
ing format. Signs will notify motorists of the restrictions proposed herein.

Social Impact
The proposed amendment will establish revised "no stopping or stand­

ing" zones along Route N.J. 71 in Spring Lake Heights Borough, Mon­
mouth County to improve traffic flow and enhance safety. Appropriate
signs will be erected to advise the motoring public.

Economic Impact
The Department and local government will incur direct and indirect

costs for mileage, personnel and equipment requirements. The local
government will bear the costs for the installation of appropriate parking
restrictions zone signs. The costs involved in the installation and procure­
ment of signs vary, depending upon the material used, size, and method
of procurement. Motorists who violate the rules will be assessed the
appropriate fines in accordance with the "Statewide Violations Bureau
Schedule," issued under New Jersey Court Rule 7:7-3.

Regulatory Flexibility Statement
The proposed amendment does not place any reporting, recordkeeping

or compliance requirements on small businesses as the term is defined
by the Regulatory Flexibility Act, N.J.S.A. 52:14B-16 et seq. The
proposed amendment primarily affects the motoring public and the
governmental entities responsible for the enforcement of the rules.
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Full text of the proposal follows (additions indicated in boldface
thus; deletions indicated in brackets [thus]):

16:28A-1.38 Route 71
(a) The certain parts of State highway Route 71 described in this

subsection [are] shall be designated and established as "no [parking]
stopping or standing" zones where stopping or standing is prohibited
at all times except as provided in N.J.S.A. 39:4-139. In accordance
with the provisions of NJ.S.A. 39:4-198, proper signs shall be
erected.

[1. No parking anytime in Deal Borough along the southbound
side of Route 71 (Norwood Avenue) beginning 144 feet from the
southerly curb line of Brighton Avenue to a point 40 feet southerly
therefrom.

2. No stopping or standing in Bradley Beach Borough along the
easterly side from the southerly curb line of Lake Terrace to a point
150 feet southerly therefrom.

3. No stopping or standing in Spring Lake Heights Borough:
i. Along the northbound side:
(1) From a point 85 feet south of the southerly curb line of Ocean

Road to a point 65 feet north of the northerly curb line of Ocean
Road;

(2) From the northerly curb line of Church Street to a point 120
feet north of the northerly curb line of Church Street;

(3) From the northerly curb line of Pitney Drive to the Spring
Lake Heights Borough-Wall Township corporate line.

ii. Along the southbound side:
(I) From the Wall Township-Spring Lake Heights Borough cor­

porate line to the northerly curb line of Allaire Road;
(2) From a point 75 feet north of the northerly curb line of Ocean

Road to a point 85 feet south of the southerly curb line of Ocean
Road.

iii. Along both sides from 6:00 P.M. to 6:00 A.M.:
(I) From Warren Avenue to the Spring Lake Heights Borough­

Sea Girt Borough Corporate line.
4. No stopping or standing in Manasquan Borough along both

sides for the entire length of Route 71 within the corporate limits
of the Borough of Manasquan.]

1. No stopping or standing in Bradley Beach Borough, Monmouth
County:

i. Along the easterly side:
(1) From the southerly curb line of Lake Terrace Avenue to a

point 150 feet southerly therefrom.
2. No stopping or standing in Spring Lake Heights Borough,

Monmouth County:
i. Along the northbound (easterly) side:
(1) Beginning at the Spring Lake Heights Borough-Sea Girt

Borough corporate line to the prolongation of the northerly curb
line of Park Avenue.

(2) From the northerly curb line of Church Street to a point 120
feet northerly therefrom.

(3) From the northerly curb line of Pitney Drive to the Spring
Lake Heights Borough-Wall Township corporate line.

ii. Along the southbound (westerly) side:
(1) From the Wall Township, Spring Lake Heights Borough cor­

porate line to the northerly curb line of Allaire Road.
(2) From the northerly curb line of Park Avenue to the Spring

Lake Heights Borough-Sea Girt Borough corporate line.
iii. Along both sides from 6:00 P.M. to 6:00 A.M.:
(1) From Warren Avenue to Park Avenue.
3. No stopping or standing in Manasquan Borough, Monmouth

County:
i. Along both sides:
(1) For the entire length within the corporate limits of Manas­

quan Borough including all ramps and connections thereto which
are under the jurisdiction of the Commissioner of Transportation.

Recodify existing 5. and 6. as 4. and 5. (No change in text.)
[7.]6. No stopping or standing in Deal Borough, Monmouth

County:
i. (No change.)
ii. Along the westerly (southbound) side:
(I )-(2) (No change.)

(3) Norwood Avenue-Beginning 144 feet from the southerly curb
line of Brighton Avenue to a point 40 feet southerly therefrom.

[iii. Along the easterly (northbound) side:
(I) From the northerly curb line of Roosevelt Avenue to the Deal

Borough-City of Long Branch Corporate Line.
(2) From 40 feet south of, to 40 feet north of the following

intersections:
(A) Brighton Avenue;
(B) Phillips Avenue;
(C) Poplar Avenue;
(D) Morgan Avenue;
(E) Parker Avenue.]
Recodify existing 8. through 10. as 7. through 9. (No change in

text.)
(b)-(d) (No change.)

TREASURY-GENERAL

(a)
DIVISION OF PENSIONS AND BENEFITS
Public Employees' Retirement System
Election of Member-Trustees
Proposed Amendment: N.J.A.C. 17:2-1.4
Authorized By: Board of Trustees, Public Employees'

Retirement System, Wendy Jamison, Secretary.
Authority: N.J.S.A 43:15A-17.
Proposal Number: PRN 1993-611.

Submit comments by December 15, 1993 to:
Peter J. Gorman, Esq.
Administrative Practice Officer
Division of Pensions and Benefits
CN 295
Trenton, New Jersey 08625

The agency proposal follows:

Summary
The proposed amendment attempts to clarify the guidelines that the

Board of Trustees of the Public Employees' Retirement System (PERS)
will follow to replace an elected member-trustee of the Board when such
a person declines to serve as such member-trustee. Under such
guidelines, the Board may select the first runner-up in the election to
fill the vacancy of the member-trustee who declines to serve before taking
the oath of office. If the first runner-up is unable or unwilling to accept
the vacancy, the PERS Board will have the discretion to select the second
runner-up or to conduct a new election to fill the Board vacancy.

The proposed amendment also clarifies the current policy that only
active members of the PERS may vote in the election of the PERS Board
of Trustee's member-trustees, by adding that requirement as a subsection
0).

Social Impact
The proposed amendment to subsection (i) will affect all future elected

members of the PERS Board of Trustees, and especially those who will
decline to serve on the Board, before taking the oath of office, as well
as those individual members of PERS who have voted in an election
and/or who are governed by the Board of Trustees. The addition of the
provisions to (i) will allow the Board to readily and efficiently continue
operation with a full representative membership, thus promoting effec­
tive management. The addition of subsection (j) allows only active
members to vote in an election for PERS trustees. The promulgation
of this long-standing policy will clarify, in accordance with a recent
Attorney General's opinion, the practice of allowing only contributing
members to vote for members of the Board, and thereby affect the
decision-making process. Retired members, however, may serve on the
Board.

Economic Impact
With the exception of the cost of conducting a special election if

necessary, the proposed amendments will not have an economic impact.
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Regulatory Flexibility Statement
A regulatory flexibility analysis is not required because the proposed

amendment does not impose reporting, recordkeeping or other com­
pliance requirements upon small businesses. Since the rules of the
Division of Pensions and Benefits only impact upon public employers
and/or public employees, the amendment will not have any effect upon
small business, as the term is defined in the Regulatory Flexibility Act,
N.J.S.A 52:14B-16 et seq.

Full text of the proposal follows (additions indicated in boldface
thus):

17:2-1.4 Election of member-trustee
(a)-(h) (No change.)
(i) If there are at least three candidates in an election for

member-trustee and the victorious candidate dies or declines to serve
as such member-trustee prior to the beginning of his or her term
as trustee, the candidate who obtained the next highest number of
votes in that election (that is, the first runner-up) may be selected,
at the Board's discretion, to fill the Board vacancy caused by the
death or inability or unwillingness to serve of the successful can­
didate. If the Board selects the first runner-up in such election and
that person is unable or unwilling to accept the position, then the
Board may, in its discretion, select the candidate who obtained the
next highest number of votes in that election or may conduct a new
election to fill the Board vacancy. For purposes of this provision,
a member-trustee's term begins upon the taking of the oath of office.

(j) Only active members of the Public Employees' Retirement
System may vote in the election of member-trustees of the Board
of Trustees of the Public Employees' Retirement System.

OTHER AGENCIES
(a)

CASINO CONTROL COMMISSION
General Provisions
Accounting and Internal Controls
Definitions
Procedure for Collecting and Recording Checks

Returned to the Casino After Deposit
Proposed Amendment: N.J.A.C. 19:40-1.2 and

19:45-1.29
Authorized By: Casino Control Commission, Joseph A. Papp,

Executive Secretary.
Authority: N.J.S.A. 5:12-63(c), 69(a) and 99(a).
Proposal Number: PRN 1993-622.

Submit written comments by December 15, 1993 to:
Barbara A. Mattie
Chief Analyst-Operations
Casino Control Commission
Arcade Building
Tennessee Avenue and the Boardwalk
Atlantic City, NJ 08401

The agency proposal follows:

Summary
The proposed amendments eliminate the position of vice president

of casino operations as a specific position which must approve the listing
of uncollectible checks along with the chief executive officer and the
controller.

As of August 5, 1991, N.J.A.C. 19:45-1.11 was amended to eliminate
the position of vice president of casino operations as a required position
in a casino licensee's table of organization. Accordingly, the proposed
amendment to NJ.A.C. 19:45-1.29 would require that the chief executive
officer, a casino key employee and the controller approve the listing of
uncollectible checks.

Further, the reference to "with no incompatible function" has been
deleted from N.J.AC. 19:45-1.29(k) since N.J.AC. 19:45-1.11(a)
prohibits incompatible functions in any position. N.J.A.C. 19:40-1.2 has
been revised for consistency purposes, adding a definition for "con­
troller."

PROPOSALS

Social Impact
There will be no social impact on the gaming public or the regulatory

agencies. The proposed amendment would give casino licensee more
discretion in determining who may be involved in approving
uncollectibles.

Economic Impact
No economic impact is anticipated as a result of the proposed amend­

ment.

Regulatory Flexibility Statement
This proposed amendment will only affect the operation of New Jersey

casino licensees, and therefore, will not impact on any small business
protected under and defined by the Regulatory Flexibility Act, N.J.S.A.
52:14B-16, et seq.

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

19:40-1.2 Definitions
All words and terms which are defined in the New Jersey Casino

Control Act (P.L.1977, c.llO, as amended) are used in these rules
and regulations as defined in that Act. The following words and
terms, when used in these rules and regulations, shall have the
following meanings, unless the context clearly indicates otherwise.

"Controller" is defined in NJ.A.C. 19:45-1.11(b)8.

19:45-1.29 Procedure for collecting and recording checks returned
to the casino after deposit

(a)-O) (No change.)
(k) Listings of uncollectible checks shall be approved in writing

by, at a minimum, the [Chief Executive Officer, Vice-President of
Casino Operations or equivalent executives of a casino licensee that
is either a partnership or sole proprietorship and Controller and
such] chief executive officer, a casino key employee approved by the
Commission and the controller. All such uncollectible checks and
listings shall be maintained and controlled by accounting department
employees. A continuous trial balance of all uncollectible checks
shall be maintained by employees of the accounting department [with
no incompatible functions]. The continuous trial balance shall be
adjusted for any subsequent collections.

(b)
CASINO CONTROL COMMISSION
Applications
Casino Licensees
Employee Reporting and Recordkeeplng

Requirements
Employee Experiential Hours
Work Permits
Proposed Repeal: N.J.A.C. 19:41-1.7
Proposed New Rules: N.J.A.C. 19:43-9.3 and 9.4
Authorized By: Casino Control Commission, Joseph A. Papp,

Executive Secretary.
Authority: NJ.S.A. 5:12-63c, 69a, 70c, 89a, 90a, 91a and 106.
Proposal Number: PRN 1993-624.

Submit written comments by December 15, 1993 to:
Antonia Z. Cowan
Senior Counsel
Casino Control Commission
Tennessee Avenue at the Boardwalk
Atlantic City, New Jersey 08401

The agency proposal follows:

Summary
Consistent with recent amendments (P.L. 1991, c.182) to the Casino

Control Act (Act), N.J.S.A. 5:12-1 et seq., deleting the need for work
permits, this proposal would repeal N.J.A.C. 19:41-1.7, Work permits.
The proposal also establishes two new rules N.J.A.C. 19:43-9.3, Employee
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reporting and recordkeeping requirements, and N.J.A.C. 19:43-9.4,
Employee experiential hours.

N.J.A.C. 19:43-9.3 establishes the necessary reporting requirements to
support Commission responsibility as required by N.J.S.A. 5:12-106
(Casino employment) to assure that each employee of every casino
licensee is properly registered or possesses a current valid license and
codifies the employee status report system. N.J.A.C. 19:43-9.4 establishes
the recording and verification of employee experiential hours which are
required for specific position endorsements.

The principal improvements over the traditional system of data reports
included in the proposed new rule are: provision of uniform data defini­
tions; simplification of reporting; and the elimination of the paper report­
ing through the use of direct computer communication.

Social Impact
The proposed new rules support the legislative requirements for the

Casino Control Commission to oversee employment in the casino in­
dustry. The proposed rules create positive, although indirect, benefits
to the community in that a well controlled casino employee licensing
system helps to achieve stability in the labor force.

Economic Impact
The proposed new rules are restricted to the specific information which

casinos will provide to the Commission. The proposed rules seek to
reduce both the time necessary to prepare previously required reports
and the material cost associated with such production.

Regulatory Flexibility Statement
The proposed new rules affect only casino licensees, none of which

are "small businesses" as defined in N.J.S.A. 52:14B-17. Therefore, no
regulatory flexibility analysis is required.

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

[19:41-1.7 Work Permits
No casino licensee shall appoint or employ any person as a casino

key employee, casino employee, casino hotel employee or otherwise
unless a work permit for such employee authorizing his employment
in a particular capacity shall have been issued to the casino licensee
in accordance with sections 48 and 106 of the Act and the regulations
of the Commission prior to the effective date of such appointment
or employment.]

19:43-9.3 Employee reporting and recordkeeping requirements
(a) Each casino licensee shall maintain a complete, accurate and

current record of the employment and licensing or registration
status of each employee. Such record shall include, without limita­
tion, the information in (b) below.

(b) Each casino licensee shall file the following reports with the
Commission by electronic data transfer on the first and the 15th
calendar day of each month:

1. For each current employee:
i. The license or registration number;
ii. The last name, first name and middle initial as indicated on

his or her license or registration;
iii. The date of birth;
iv. The position, represented by a job code that corresponds with

a position described in the casino licensee's approved jobs compen­
dium maintained pursuant to N..J.A.C. 19:45-1.11A;

v. The job title as it appears in the casino licensee's approved
jobs compendium and which corresponds with the job code required
in (b)liv above;

vi. The initial date of hire in the position indicated by the job
code in (b)liv above;

vii. The effective date of any change in the employee's position
or job title;

viii. The access code, if any, assigned to the employee, which code
designates the restricted casino areas that the employee is permitted
to enter and remain in for purposes of performing his or her normal
duties; and

ix. The casino code assigned by the Commission to the casino
licensee.

2. For each individual whose employment has been terminated
since the date of the most recent report filed with the Commission
pursuant to this subsection:

i. The information in (b)li through vi and (b)lviii through ix
above; and

ii. The effective date of termination.
3. A record of any and all designations used by a casino licensee

to describe categories of its employees, for example, "full time,"
"part time," or "seasonal," and the number of employees in each
such category.

19:43-9.4 Employee experiential hours
(a) Each casino licensee shall maintain a complete, accurate and

current record of the number of actual hours worked in each game
by each employee as a pit boss, poker shift supervisor, floorperson,
boxperson, and dealer; and the number of actual hours worked by
each employee as a slot attendant supervisor, slot attendant, lead
slot technician, slot technician, chief slot technician and slot shift
manager.

(b) A daily log of the actual number of hours worked by each
employee in each position listed in (a) above and, as applicable,
in each game shall be maintained in each pit and in the slot
department, which log shall:

1. Record the date and time of day when each employee began
and ended working in a particular position in a particular game
or in the slot department;

2. Be signed by each employee at the times indicated in (b)1
above; and

3. Be signed by the pit boss or the slot shift manager, as ap­
propriate, or his or her designee, verifying the accuracy of the
information therein.

(c) Upon the written request of any employee or former employee,
a casino licensee shall verify the number of hours worked by such
person in any position listed in (a) above identified in the request.
Within 30 days of the receipt of such request, the casino licensee
shall provide the employee or former employee with the following
documents for submission to the Commission:

1. An affidavit from the casino licensee indicating the number
of hours worked by the employee or former employee in each position
identified in the request and, if applicable, in each game. The
affidavit shall be signed by an assistant casino manager (for table
game hours) or an assistant slot manager (for slot department
hours) or by other management personnel above their level in the
casino licensee's organizational structure as filed pursuant to
N..J.A.C. 19:45-1.11. The signature of any person authorized to verify
experiential hours pursuant to this subsection shall be submitted
to the Commission prior to that person performing any such verifi­
cation.

2. An affidavit from the employee or former employee indicating
that he or she, to the best of his or her knowledge, agrees with
the hours of employment specified by the casino licensee in its
affidavit. The affidavit of the employee or former employee shall
be signed and notarized prior to its submission to the Commission.

(d) No casino licensee shall charge any fee whatsoever for provid­
ing verification of experiential hours pursuant to this section.

(a)
CASINO CONTROL COMMISSION
Hearings
Proceedings Against Applicants, Licensees and

Registrants
MUltiple Party Representation
Proposed Amendments: N.J.A.C. 19:42-5.3
Authorized By: Casino Control Commission, Joseph A. Papp,

Executive Secretary.
Authority: N.J.S.A. 5:12-69a, 70d, and 70k.
Proposal Number: PRN 1993-623.
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Submit written comments by December 15, 1993 to:
Mary S. LaMantia, Senior Counsel
Casino Control Commission
Tennessee and Boardwalk
Atlantic City, NJ 08401

The agency proposal follows:

Summary
Casino Control Commission (Commission) rules require that an at­

torney obtain Commission approval to represent multiple respondents
in the same or substantially similar cases brought pursuant to NJ.S.A
5:12-108. The proposed amendments are in response to a comment made
by the Division of Gaming Enforcement made during adoption of the
rules.

The proposed amendments would specify that any response to such
a petition must be filed by the Division of Gaming Enforcement within
10 days from the date that the petition is filed. All interested parties
would be advised of the decision of the Commission's Chair, or the
Chair's designee, within 15 days from the date that the petition is filed.
The proposed time frames balance the need for expedient response with
the practical necessity of establishing reasonable and attainable time
frames.

Social Impact
By establishing reasonable time frames, the proposed amendments

should facilitate efficient resolution of the potential conflict of interest
situations inherent in multiple party representations. The amendments
should thus have a positive impact on the integrity of administrative
proceedings before the Commission.

Economic Impact
The proposed amendments should facilitate efficient identification and

resolution of potential conflicts of interest in the contested case hearing
process. The proposed amendments should thus provide an economic
benefit to the casino industry and to the Commission itself.

Regulatory Flexibility Statement
The proposed amendments will impact on attorneys who practice

before the Commission though not imposing new requirements on them.
Some law firms affected by the amendments may qualify as small busi­
nesses as defined in the Regulatory Flexibility Act, NJ.S.A 52:14B-16
et seq. However, these standards must be consistently applied to all those
appearing before the Commission. The public interest would not be
served by excluding small businesses from the proposed amendments or
providing differing standards.

Full text of the proposed amendments follows (additions indicated
in boldface thus; deletions indicated in brackets [thus]):

19:42-5.3 Notice of defense; multiple party representation
(a)-(b) (No change.)
(c) In any circumstance described in (d) below, an attorney who

intends to represent more than one party in the same or a substan­
tially related matter shall file a petition for approval no later than
10 days after filing a pleading or entering an appearance in the
matter, whichever is earlier. The petitioner shall file such petition
with the Commission, or with the Office of Administrative Law if
the matter has been transmitted to it, and one copy with the Division.

1. The Division may, within 10 days from the date that the
petition is filed, file a written response to the petition with the
Commission, or with the Office of Administrative Law if the matter
has been transmitted to it.

(d) No attorney shall represent the following parties respondent,
unless [the] a petition pursuant to (c) above is granted:

1.-4. (No change.)
(e) Any petition filed pursuant to [this section] (c) above shall

be in writing and shall include:
1.-6. (No change.)
(f) Upon receipt of a petition [under subsection (e)] pursuant to

(c) and (e) above:
1.-2. (No change.)
(g) All interested parties shall be advised of the decision of the

Chair or the Chair's designee either orally or in writing no later
than [10] 15 days [after receipt of] from the date that the petition

PROPOSALS

is filed. If the decision is communicated orally, it shall be reduced
to writing and mailed to the petitioner within five days.

(h)-(i) (No change.)

ENVIRONMENTAL PROTECTION
AND ENERGY

(a)
ENVIRONMENTAL CLAIMS ADMINISTRATION
Processing of Damage Claims Pursuant to the

Sanitary Landfill Facility Closure and Contingency
Fund Act

Proposed Repeal and New Rules: N.J.A.C. 7:11
Authorized By: Jeanne M. Fox, Acting Commissioner,

Department of Environmental Protection and Energy.
Authority: NJ.S.A. 13:IB-3, 13:1D-9 and 13:lE-lOO et seq.,

particularly 13:1E-106 and 13:1E-114.
DEPE Docket Number: 55-93-10/330.
Proposal Number: PRN 1993-630.

A public hearing will be held at 9:30 AM. on Thursday, December
9, 1993 at:

Department of Environmental Protection and Energy
1st Floor Hearing Room
401 East State Street
Trenton, New Jersey

Submit written comments, identified by the Docket Number given
above, by December 15, 1993 to:

Janis E. Hoagland, Esq.
Department of Environmental Protection and Energy
Office of Legal Affairs
CN 402
Trenton, New Jersey 08625-0402

The agency proposal follows:

Summary
The Department of Environmental Protection and Energy (Depart­

ment or DEPE) is proposing new rules governing the processing of claims
under the Sanitary Landfill Facility Closure and Contingency Fund Act,
N.J.S.A. 13:IE-l00 et seq. (the Act).

The Act, passed in 1981 by the New Jersey Legislature, imposed a
tax on the owner or operator of every sanitary landfill facility to ensure
the proper closure of such facilities and to provide compensation for
damages proximately resulting from the operation or closure of sanitary
landfills located in New Jersey. NJ.S.A 13:IE-104. The Legislature
recognized in the Act that the improper operation or closure of sanitary
landfills could threaten the public and the environment and designed
the statute to provide the financial means to mitigate such threats and
any actual damage caused by landfill facilities. N.J.S.A 13:1E-I01. The
Fund is administered by the Department, N.J.S.A 13:1E-105, and is
available to pay for damages proximately resulting from the improper
operation or improper closure of such landfills. N.J.S.A 13:1E-I06.

The responsibility for the processing of damage claims filed under the
Act was initially placed in the Office of Sanitary Landfill Claims created
by the Department of Environmental Protection (DEP) to administer
the Act. In 1987 DEP created the Environmental Claims Administration
(ECA) and transferred to this office the responsibility for the processing
of damage claims filed against both the Sanitary Landfill Contingency
Fund and the Spill Compensation Fund created pursuant to NJ.S.A
58:10-23.11 et seq.

Regulations governing the processing of Sanitary Landfill Fund
damage claims were enacted by DEP in 1983. These rules were general
in nature and repeated the statutory definition of "damages" contained
in N.J.S.A 13:1E-106, but specifically added to the statutory definition
of property damage "the diminution in fair market value of any real
or personal property." The regulations were amended in 1988 with more
specific requirements for the processing of property value diminution
claims.

The New Jersey Spill Compensation Fund adopted comprehensive new
rules in January 1993 for the processing of claims for damages resulting
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from discharges of hazardous substances, N.J.A.C. 7:1J. These claims
processing rules are equivalent in nature to these proposed Sanitary
Landfill Contingency Fund rules. The property value diminution section
is identical to the current Sanitary Landfill Contingency Fund rules,
which were amended and adopted on June 21, 1993 to reflect the Spill
Fund's rules concerning property value diminution.

Much of the proposed new rules are a reflection of the Spill Fund
rules. Accordingly, the Department proposes to repeal N.J.A.C. 7:11, and
to propose these comprehensive new rules for the processing of claims
under the Act for damages proximately resulting from the improper
operation or improper closure of any sanitary landfill facility.

The Department has a fiduciary duty to the Fund to ensure that
payments to claimants from the Fund serve the sole purpose of com­
pensating claimants for direct and indirect damages incurred from the
improper operations or improper closure of landfills and no other factors.

The proposed new rules reflect the Department's experience since
1983 in processing damage claims against the Fund, as well as its
experience in processing claims against the Spill Compensation Fund.
The Department has determined that these comprehensive new rules
are necessary to ensure efficient and effective use of limited funds and
to promote consistent claims processing policy in parallel programs
enabling the ECA to provide clear guidance to claimants.

The proposed new rules specify procedures for the entire claims
process, including the following: the filing of the claim; the initial accep­
tance or denial of the claim by the Department; administrative closure
of the claim; claim settlement between the claimant and owners,
operators, or other persons; settlement between the claimant and the
Fund; and administrative hearings of claims. The provisions of the new
rules are discussed in more detail below.

N..J.A.C. 7:11 General Provisions
N.J.A.C. 7:11-1 establishes the purpose, scope and construction of the

chapter, provides for the severability of portions of the rules should a
court hold a particular section invalid, defines important terms, provides
for comprehensive instructions for signatures and certifications, de­
lineates the liabilities for the proper operation and proper closure by
owners or operators of sanitary landfill facilities and the strict liability
of the Fund for damages, and describes how time periods are computed
in the rules.

N.J.A.C. 7:11-1.1 establishes the scope and purpose of the rules. This
section provides that the proposed new rules apply only to claims prox­
imately resulting from the improper operations or improper closure of
any sanitary landfill facility.

N.J.A.c. 7:11-1.2 concerns the construction and applicability of the
chapter.

N.J.A.C. 7:11-1.3 provides that if any portion of this chapter is found
to be unconstitutional or invalid by any appropriate court, the remainder
of the rules shall not be affected or impaired.

N.J.A.c. 7:11-1.4 allows the Department to delegate administrative,
supervisory or investigative authority to members of the Department's
staff. It also allows the Department to enter into contracts on behalf
of the Fund for services necessary to resolve issues related to Fund
activities such as investigation of property damage claims.

N.J.A.C. 7:11-1.5 provides definitions for important terms used in the
proposed new rules. Several of these definitions are drawn directly or
in part from the Act, the Solid Waste Management Act and its regula­
tions, including the following: "closure," "damages," "discover," "dis­
posal," and "sanitary landfill."

The term "closure" is defined in the Solid Waste Management Act,
N.J.S.A. 13:IE-102(a), and refers to the activities necessary to properly
close and monitor a sanitary landfill facility. The activities include:
placement of cover, methane gas monitoring and leachate collection
systems.

The term "damages" describes the direct and indirect damages for
which the Fund is strictly liable and is taken from the Act, N.J.S.A.
13:1E-106, and includes the costs of restoring, repairing or replacing any
real or personal property and the diminution in fair market value of
any real property where such damages can be shown by a preponderance
of the evidence to have proximately resulted from the improper opera­
tions or improper closure of a sanitary landfill facility. Also included
are the cost of personal injuries, medical expenses and income lost as
a result thereof; and the costs of the design, construction, installation,
operation and maintenance of any device or action deemed necessary
to mitigate, monitor or analyze threats to the safety or welfare of the
State's citizens. Specifically excluded are legal fees and costs normally
associated with the sale and transfer of real property.

The term "discovery," as defined, has not been changed from the
current definition and is also consistent with the New Jersey Spill Com­
pensation Fund regulations. The term is used in connection with the
statutory requirement that claims be filed no later than one year after
the date of discovery of damages. N.J.S.A. 13:IE-107.

The terms "disposal" or "disposed" used in this chapter is identical
to the definition in the Solid Waste Management Act, N.J.S.A. 13:1E-3.

The term "owner or operator" means and includes, in addition to the
usual meanings thereof, every owner of record of any interest in land
whereon a sanitary landfill facility is located, has been located, had been
located or at any time was located and any person or corporation which
owns a majority interest in any other corporation which is the owner
or operator of any sanitary landfill facility and every person who operates
or operated a sanitary landfill facility and every agent or representative
of such operator. The term is important because owners or operators
are strictly liable for the proper operations and closure of sanitary landfill
facilities pursuant to the Act. N.J.S.A. 13:IE-103.

The term "responsible party" is used to describe those persons who
directly or indirectly contributed at any point in time to the occurrence,
event, action or damages upon which any person's claim is based.

The term "sanitary landfill facility" is taken from the Solid Waste
Management Act, N.J.S.A. 13:1E-3q.

NJ.A.C. 7:11-1.6 provides that every owner or operator of a sanitary
landfill facility or of land upon which a sanitary landfill facility is located,
has been located, had been located or at any time was located shall be
jointly and severally liable for the proper operations and closure of the
sanitary landfill facility and for any direct or indirect damages, no matter
by whom sustained, proximately resulting from the improper operations
or improper closure of the sanitary landfill facility. This provision is
consistent with the Act which also provides that the Fund shall be strictly
liable for all direct and indirect damages proximately resulting from the
improper operations or improper closure of any sanitary landfill facility.

N.J.A.C. 7:11-1.7 establishes requirements for signature and certifica­
tion of claims and affidavits required under these proposed new rules.
If the claim or affidavit is by a corporation, the document must be signed
by a person authorized to do so under a resolution of the board of
directors. This requirement provides the Department with the knowledge
that the person signing the document speaks for the corporation. The
same reasoning applies to the signature requirements for a partnership
or for a municipality, State, Federal or other public agency. This section
also requires that the signatory to these claims and affidavits certify to
the truth, accuracy and completeness of the information contained within
the claim.

N.J.A.C. 7:11-1.8 provides the address to which all claims, notices,
requests and other communications with the Department are to be sent.
This section also requires that all such communications, both from the
claimant and from other means (for example, many overnight delivery
services and courier services) provide a receipt showing the date of
mailing and the date of delivery. The requirement is necessary because
the Act and the proposed rules contain many time-sensitive requirements
which the receipt will establish have been satisfied.

N.J.A.C. 7:11-1.9 describes how any period of time fixed by or under
this proposed chapter is computed. The day of the act or event from
which the designated period begins to run is not included. The last day
of the period is to be included, unless it is a Saturday, Sunday or legal
holiday, in which event the period runs until the end of the next day
which is neither a Saturday, Sunday nor a legal holiday. All periods of
time computed in "days" under the proposed rules shall mean calendar
days.

N..J.A.C. 7:11-2 Claims Generally
N.J.A.C. 7:11-2.1 provides that any person claiming to have incurred

damages may file a claim. This section prohibits claims by assignees and
subrogees of such persons; compensation from the Fund is available only
to the person who has sustained the damages which are the subject of
the claim. Accordingly, a person selling real property damaged by the
improper operation or improper closure of a sanitary landfill facility
could not sell his or her interest in the claim along with the property.
For the same reasons, an insurance company which pays a claim by a
policyholder for damages caused by the improper operation or improper
closure of a sanitary landfill facility could not then assert a claim against
the Fund to recover the amount paid to the policyholder.

N.J.A.C. 7:11-2.2 requires the claimant to establish, by a
preponderance of the evidence, that the claim satisfies all requirements
for eligibility under these rules, and that the amount of the claim
correctly reflects the damages sustained by the claimant.
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N.J.A.C. 7:II-2.3 provides that the claim is eligible for compensation
only if the claimant has actually suffered damages. Therefore, if a
claimant has obtained compensation from other sources (for example,
from an insurance carrier or from an owner or operator of a sanitary
landfill facility), the claimant could not collect that amount a second
time from the Fund. The Department may suspend processing of the
claim while the claimant is attempting to obtain compensation from these
other sources. In addition, if the damages are contingent or speculative,
the claim will be ineligible for compensation. This section also requires
the claimant to exercise reasonable diligence and ordinary care prior to
purchasing property near a sanitary landfill facility and to take affirmative
measures to prevent the damages from occurring in the first instance
or from increasing or being aggravated.

N.J.A.C. 7:II-2.4 concerns multiple overlapping claims for the same
damages. For example, if an individual homeowner sells his or her house
located near an improperly operated or improperly closed sanitary
landfill facility, and the purchaser and the seller file separate claims for
the same damages represented by the loss of property value diminution
on the subject property, the two claims would be considered overlapping
claims subject to this section. To avoid paying double compensation from
the Fund, if one claim had already been paid, the second claim covering
the same damages would be ineligible for compensation. If the two claims
were made simultaneously, the Department may apportion the payment
or exclude certain claims for damages based upon a determination of
which claimant had actually incurred the damages which are the basis
for the submitted claim.

Under N.J.A.C. 7:II-2.5, a claimant will waive any of his or her
damages not set forth in the claim or in response to the Department's
request for information.

Under N.J.A.C. 7:II-2.6, if the claimant deposited, disposed or dis­
carded solid waste as fill at a particular sanitary landfill facility or is
the owner or operator of a sanitary landfill facility, the claimant will
not be eligible for compensation by the Fund for any damages caused
by the sanitary landfill facility.

NJ.A.C. 7:II-2.6 also provides that claims by a purchaser of land that
at one time was used or is still being used as a sanitary landfill facility,
are ineligible for compensation unless the claimant can prove that,
despite exercising reasonable diligence and intelligence, the claimant did
not discover the existence of a sanitary landfill facility on the property
until after the property was purchased. For the same reasons, the
exclusion from eligibility would apply to a government entity that ac­
quired the property via a voluntary means, such as a foreclosure on a
tax lien, rather than an involuntary means such as escheat.

N.J.A.C. 7:II-2.7 provides that the Department may administratively
close a claim. The administrative closure is without prejudice to the
claimant, so that the claimant can reactivate the claim.

N.J.A.C. 7:II-2.8 provides the Department with the discretion to relax
procedural requirements to avoid unfairness or injustice. In certain
circumstances, requiring strict adherence to the procedural requirements
may result in unfairness or injustice, especially when the failure to strictly
comply prejudices no one aside from the claimant.

N.J.A.C. 7:II-2.9 provides that claims for which the claimant dem­
onstrates to the Department's satisfaction that there is an extreme
hardship or extreme existing or imminent hazard proximately resulting
from the improper closure or improper operation of a sanitary landfill
facility may receive priority review.

N.,J.A.C. 7:11-3 Claims Procedure
N.J.A.C. 7:II-3 sets forth the procedure for submission and initial

processing of claims. The procedure is designed to make it as simple
as possible to begin the claims process by filing the claim. After the
claim is filed, the Department expects to provide guidance to the
claimant throughout the claims process.

The Act requires that claims be filed with the Department no later
than one year after the date of discovery of damage pursuant to N.J.S.A.
13:IE-107. N.J.A.C. 7:II-3.1 echoes this requirement. For example, a
claimant may sell his or her house due to the improper operation or
improper closure of a sanitary landfill facility and discover property value
diminution. Under the proposed new rules, the claimant would have one
year from the sale of the house to file the claim with the Fund. If the
claim was filed after the one year period expired, the Act requires that
the Department deny the claim.

Under N.J.A.C. 7:II-3.2, the claim will be deemed to have been filed
as of the date of mailing on the certified mail receipt, if the claim is
filed by certified mail. If the claimant uses another means of delivery,
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the claim will be deemed filed as of the date the Department receives
the claim.

N.J.A.C. 7:II-3.3(a) establishes information that must be included in
the claim. To simplify the claimant's preparation of the claim, the
document need contain only basic information identifying the claimant
and the claim, and a statement that the claimant has incurred damages
due to the improper operation or improper closure of a sanitary landfill
facility, has not received compensation for the damages from any other
source, and is in no way responsible for the improper operation or
improper closure of a sanitary landfill facility. These contents of the claim
enable the Department to confirm that the claim does not fall into any
of the most basic categories of ineligible claims (such as claims by an
owner or operator, and claims already compensated from other sources).
If the claim is for property value diminution, the claimant is also required
to state that he or she intends to sell the subject property. The claim
is considered for compensation only after the sale of the property.

Additional information is required to be included only for property
value diminution claims made when the claimant has contracted to sell
the property before filing the claim. As required under N.J.A.C.
7:II-4.8(d), additional documentation regarding the sale must be sub­
mitted with the claim. Inasmuch as the documents required are of a
type which will be readily available at the time the claim is submitted,
the requirement should not be a significant burden.

N.J.A.C. 7:1I-3.3(b) enables the Department to request the specific
information required to further investigate the claim following receipt
of the basic information filed under N.J.A.C. 7:II-3.3(a). Such informa­
tion may concern the location of the sanitary landfill facility, whether
any person, owner or operator of the sanitary landfill facility has admitted
responsibility for the claimed damages, the nature and extent of the
damages which the claimant has incurred, other possible sources of
compensation for the claimant's damages, and anything else which the
claimant believes to be relevant or which the Department believes is
necessary to process the claim.

N.J.A.C. 7:II-3.4 allows for the claimant to amend the claim, or
respond to a Department request for information, until the earlier of
the approval or denial of the claim by the Department, or the agreement
to a settlement among the claimant and one or more responsible persons.
This provision will normally prevent a harsh result such as a waiver of
all or part of a claim resulting from a failure to correct errors or to
submit information about new or different damages. Without provision
for amendment, the claimant would have an incentive to delay filing a
claim until he or she had collected all information about the claim and
was certain of all damages; as a result, many claimants could fail to meet
the one year filing deadline necessary for eligibility.

N.J.A.C. 7:II-3.5 enables the Department, or other persons designated
by the Department, to inspect, copy and audit documents supporting
the claim; to inspect the damaged real and personal property and other
property to which the claimant can provide access; and to allow the
Department to direct a medical examination by a physician selected by
the Department if the claimant is alleging physical or medical damages
as a proximate result of the improper operation or improper closure
of a sanitary landfill facility. Access to property and other information
will help the Department to verify the existence and extent of damages.

N.J.A.C. 7:II-3.6 allows the claimant to designate a representative (for
example, the claimant's attorney) to receive all communications from the
Department in connection with the claim.

Under NJ.A.C. 7:11-3.7, if, in the Department's opinion, a claim is
complete for payment, the Department shall notify the owner or operator
of the sanitary landfill facility that is the cause of the claimed damages
of the existence of the claim and if there are more related claims.

N.,J.A.C. 7:11-4 Property Value Diminution Claims
This subchapter is nearly identical to subchapter 7 (N.J.A.C. 7:II-7)

in the existing rules, which was adopted at 25 N.J.R. 2715(a), effective
June 21, 1993. The only significant change occurs in N.J.A.C. 7:11-7.1.
The current rule states that the property value diminution most prox­
imately result from the operation or closure of a sanitary landfill. The
proposed rule says that the diminution must proximately result from the
improper operation or improper closure of a sanitary landfill. Addition­
ally, under the proposed rule the subject property, with few exceptions,
must be sold to be eligible for property diminution damages.

The Act, as interpreted by the courts, provides that the Fund is strictly
liable for any direct and indirect damages including, but not limited to,
the reduction in the fair market value of any real property, provided
that the reduction in value was caused by the improper operation or
improper closure of a sanitary landfill facility in accordance with N.J.S.A.
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13:1E-106. Subchapter 4 of the proposed new rules establishes the
criteria for measuring this type of damage and for processing claims for
such damages.

Generally, N.J.A.C. 7:11-4 requires that a property value diminution
claim is eligible for compensation only if the claimant has sold the subject
property (exceptions to this requirement are discussed in more detail
below). Under Citizens for Equity v. New Jersey Depanment of En­
vironmental Protection, 126 N.J. 391 (1991), the New Jersey Supreme
Court unanimously upheld a requirement that the subject property be
sold in order to incur damages from property value diminution. Without
a sale, the claimant will not realize a loss even if the property value
has putatively declined.

N.J.A.C. 7:11-4 also contains provisions intended to ensure that the
sale of the subject property is conducted in good faith. The good faith
requirement is necessary because the availability of compensation from
the Fund could be expected to reduce any incentive to sell the subject
property for the highest price possible. The claimant could rationally
accept a much lower price if the Fund would pay any difference.

N.J.A.C. 7:11-4 provides a different method of handling property value
diminution claims than the rules in existence before June 21, 1993. As
noted above, the Fund's regulations regarding property value diminution
claims were recently amended. As amended, the current regulations
duplicate the regulations for processing claims for property value diminu­
tion under the Spill Compensation Fund. The existing regulations and
these nearly identical proposed rules require far less intervention by the
Department in the sale of the subject property than under past Fund
regulations. Under Fund regulations in effect prior to June 21, 1993,
the Department established the initial sale price of the subject property,
and allowed monthly reductions of the price. Under these rules, the
Department evaluates the circumstances of the sale as it occurs, leaving
the claimant the discretion to establish a sale price in good faith.

N.J.A.C. 7:11-4.1 provides that claims for diminution of property value
are compensable only to the extent that the diminution is directly
attributable to a sanitary landfill facility. Under the Act, the Fund cannot
pay compensation for diminution which results from causes other than
the sanitary landfill facility. If the diminution results wholly or in part
from other factors, such as a general decline in the real estate market,
the part of the diminution resulting from those other factors would be
ineligible for compensation.

N.J.A.C. 7:11-4.2 establishes requirements which must be satisfied if
a property value diminution claim is to be eligible for compensation.
Eligibility is based upon the Department's conclusion that the sale of
the subject property was conducted in good faith. The good faith de­
termination is based upon appraisals of the subject property under
N.J.A.C. 7:11-4.3, and upon information and documents submitted under
N.J.A.C. 7:11-4.5. In addition, to satisfy the good faith requirement, the
claimant is required to list the subject property for sale with one or more
licensed real estate brokers who are members of a multiple listing service
(or, for non-residential property, which is not normally listed with a
multiple listing service, its commercial equivalent).

N.J.A.C. 7:11-4.3 provides for the Department to obtain two appraisals
of the subject property, to be used in assigning a value to the claim
under N.J.A.C. 7:11-4.4: one appraisal stating the value of the subject
property as affected by the improper operation or improper closure of
a sanitary landfill facility, and one appraisal stating the value absent the
effect of the improper operation or improper closure of a sanitary landfill
facility. The appraisals will state the value of the subject property as
of the time of sale (except for specific types of claims, which the
Department may settle without a sale; for those claims, the appraisal
will be as of the date of the settlement offer). The appraisals are
performed by independent appraisers which the Department selects.

The appraisals will be based upon factors normally applied by qualified
real estate appraisers, including sales of comparable properties and
income generated by the subject property, including the replacement cost
of the subject property. In certain cases, there may be insufficient
information to support a meaningful appraisal reflecting the effects of
the improper operation or improper closure of a sanitary landfill facility.
N.J.A.C. 7:1I-4.3(b), therefore, allows the Department to refrain from
obtaining the appraisals in these cases.

N.J.A.C. 7:11-4.4 provides the method for determining the amount of
a property value diminution claim eligible for compensation. If the
claimant sells the subject property for a price at least equal to the
appraised value of the property as affected by the sanitary landfill facility,
the amount eligible will be the difference between the appraised value
without considering the sanitary landfill facility and the sale price.

However, if the sale price is less than the appraised value as affected
by the improper operation or improper closure of a sanitary landfill
facility, it is likely that circumstances other than the sanitary landfill
facility were responsible for part of the price reduction. For this reason,
the amount eligible for compensation would be the difference between
the appraised value without considering the impact of the sanitary landfill
facility and the appraised value as affected by the impact of the sanitary
landfill facility upon the subject property.

The Department may further adjust the amount eligible for compensa­
tion, if information other than the sale price and the appraisals support
a conclusion that these factors alone do not accurately show the diminu­
tion in property value. For example, if the proper closure of a sanitary
landfill facility was completed just before the sale, an appraisal would
be midleading if it were based on sales of comparable properties which
occurred while the closure operation was in progress.

Under N.JA.C. 7:11-4.5, the claimant is required to submit documents
which will assist the Department in determining that a sale was in good
faith. These documents, which include listing agreements, contracts of
sale, settlement statements, and affidavits by the claimant and the clai­
mant's realtor, should indicate if a sale is not at arm's length, or if the
claimant has received consideration other than the sale price in payment
for the subject property.

N.J.A.C. 7:11-4.6 and 4.7 create exceptions to the requirement that
the subject property must be sold for the claim to be eligible for
compensation. Under N.J.A.C. 7:11-4.6, the Department may settle the
claim if the claimant is legally unable to sell the subject property as a
result of the improper operation or improper closure of a sanitary landfill
facility. For example, many municipalities require that a certificate of
occupancy (C/O) be issued before property is conveyed; however, the
proximity of the sanitary landfill facility may have caused the property
to become ineligible for a C/O. The provision does not authorize settle­
ment without a sale if the sanitary landfill facility has created practical
rather legal impediments to a sale, because in such circumstances there
should still be a price at which a buyer will purchase the subject property.

In the example above, once any legal impediment to a sale is removed,
the claimant may sell the property for a price higher than the value on
which the settlement was based. For example, the Department may have
paid a $20,000 settlement based upon an appraised decline in property
value from $100,000 to $80,000. After the proper closure of the sanitary
landfill facility, the claimant may sell the property for $95,000, indicating
that the settlement was $15,000 too high. To protect and recoup the
assets of the Fund from this type of excessive settlement, the new rules
provide that as a condition of the settlement, the claimant will grant
the Fund a lien on the subject property in the amount of the settlement.
In the example described above, the Fund would release the lien upon
repayment of the $15,000 excess settlement. The rule provides that the
amount of the repayment required will never exceed the amount of the
settlement, plus interest.

Settlement of a property value diminution claim without a sale is also
appropriate when, as a result of the direct impact of the sanitary landfill
facility upon a claimant's property, emergency relocation of the claimant
is necessary. N.J.A.C. 7:11-4.7 authorizes the Department to suspend any
or all requirements of N.J.A.C. 7:11-4.2, 4.3, 4.4 and 4.5 and immediately
award compensation if the Department has determined that environmen­
tal conditions at a property create a substantial risk of an imminent health
or safety hazard to the occupants of the property.

The Department recognizes that a claimant may have begun efforts
to sell the subject property before filing the claim, and therefore without
knowledge of the requirements of the new rules. To avoid the harsh
result of certain denial of the claim, N.J.A.C. 7:11-4.8 provides the
Department with the discretion to consider settling the claim in this
circumstance, despite the claimant's inability to comply with all of the
requirements of the new rules. The claimant is required to submit all
of the documents normally required under N.J.A.C. 7:11-4.5, but need
not submit the listing agreement or realtor's affidavit if these documents
are unavailable.

The new rules will apply to all claims processed after the operative
date, including claims which were filed before that date. As rules were
promulgated in the June 21, 1993 New Jersey Register (25 N.J.R.
2715(a» for property value diminution (the language of which is identical
to these rules), claimants with claims already pending may desire to
suspend their claims until they are ready to sell. Accordingly, under
N.JA.C. 7:11-4.9, the Department will notify all claimants with claims
on file of the requirements of the new rules. Within 60 days after the
receipt of notice, each such claimant will be required to notify the
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Department of his or her election to pursue the claim, suspend it or
withdraw it.

A claimant can reactivate a suspended claim at any time upon written
request, enabling the claimant to choose the most appropriate time to
sell the subject property. In addition, the claim will be reactivated if
the Department notifies the claimant that the sanitary landfill facility
has been remediated to the satisfaction of the Department. It is the
Department's position that any property value dimunition remaining is
not attributable to the sanitary landfill facility. Accordingly, the claim
would be denied upon this reactivation. The Department may also
reactivate a claim upon the conclusion of litigation between the claimant
and any responsible party, which litigation concerns the damages which
are the subject of the claim.

NJ.A.C.7:1I-5 Settlement and Determination of Claim
Under N.J.A.C. 7:11-5.1, the claimant may settle privately with any

owner or operator or other responsible party in connection with the
sanitary landfill facility which is the proximate cause for the claimant's
damages. If the claimant settles with any person in connection with the
sanitary landfill facility, any payment that the claimant receives shall be
deducted from the amount of compensation considered by the Depart­
ment in regard to the claimant's damages. Additionally, if the settlement
terms release an owner or operator from future liability, the settlement
will operate as a waiver by the claimant of all recourse against the Fund,
thereby precluding the possibility of double recovery from the responsible
persons and from the Fund.

N.J.A.C. 7:11-5.2 and 5.3 provide that if the claimant has submitted
all evidence required by NJ.A.C. 7:11-3.3 and the Department is satisfied
with the evidence, the Department shall issue a Notice of Intent (NOI)
consistent with the requirements under N.J.A.C. 7:11-5.4.

N.J.A.C. 7:11-5.4 establishes the procedure for offering a payment to
a claimant or considering a claim for denial based on available in­
formation.

N.J.A.C. 7:1I-5.4(a) enables the Department to issue Notices of Intent
(NOI) to payor deny any claim depending upon whether a claimant
has submitted documentation to support a determination of eligibility
or whether there is insufficient evidence to support a claim for eligibility.
Issuance of an NOI allows a claimant an additional 30 days to submit
new information or evidence before the Department's decision becomes
final.

N.J.A.C. 7:1I-5.4(b) establishes a time frame for the claimant to either
accept or contest the NOI by submitting additional evidence in support
of the claim to the Department.

N.J.A.C. 7:1I-5.4(c) states that in response to a NOI, if a claimant
has submitted additional information and the Department determines
that based on the new information the claim still does not qualify for
eligibility for compensation from the Fund, the Fund will inform the
claimant of its decision and the claimant will have the opportunity to
contest the Department's decision pursuant to N.J.A.C. 7:11-5.6.

Under N.J.A.C. 7:1I-5.4(d), if the claimant can provide proofs that
he or she should receive a greater entitlement than the NOI to pay
submitted to the claimant by the Department, the Department will issue
a new NOI to pay to the claimant. If no new evidence is submitted to
demonstrate that a higher payment is in order, the Department will
advise the claimant that its NOI to pay is final as to the claim and will
inform the claimant that he or she will have the opportunity to contest
the Department's decision pursuant to N.J.A.C. 7:11-5.6.

N.J.A.C. 7:11-5.5 establishes the procedure for issuing a denial of a
claim which clearly fails to satisfy the requirements for eligibility for
compensation under the Fund.

N.J.A.C. 7:11-5.6 establishes the procedure for how a claimant may
contest a final decision of the Fund to deny his or her claim or in the
case of a NOI to pay, the reason why the claimant did not accept the
offer.

Under N.J.A.C. 7:1I-5.6(a), the claimant has 30 days after receipt of
the Department's written statement to request a hearing before the
Office of Administrative Law. If the claimant fails to request a hearing
before the end of the 30 day period, the failure will act as a waiver
of any right to have the claim submitted to a hearing.

N.J.A.C. 7:1I-5.6(b) and (c) establishes the information to be submitted
by a claimant for requesting an adjudicatory hearing and the address
where the request is to be filed. N.J.A.C. 7:1I-5.6(d) and (e) requires
that if the claimant does not submit all of the information required under
NJ.A.C. 7:1I-5.6(b), that the request for a hearing will be denied.
Additionally, the Department may request additional information from
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the claimant if the information is needed prior to the claim going before
the Office of Administrative Law.

N.J.A.C. 7:11-5.6(f) states that if the Department grants the hearing
request, the Department shall file the request with the Office of Adminis­
trative Law.

N..J.A.C. 7:11-6 Conditions of Payment
N.J.A.C. 7:11-6 establishes the procedure for the compensation of a

claim that meets the eligibility requirements established by the Fund.
Under N.J.A.C. 7:11-6.1, awards to claimants will be made in either

a single lump sum payment or will be divided into separate payments.
If the total amount of claims awarded exceeds the current balance in
the Fund, then each award will be paid, without interest, on a prorated
basis until the award is paid in full.

N.J.A.C. 7:11-6.2 provides that the Department will not make any
payments unless the Department acquires, by subrogation, all of the
rights of the claimant to recover such damages caused by the improper
operation or improper closure of a sanitary landfill facility. The claimant
is required to cooperate fully if the Department decides to commence
a civil action to recover any amounts awarded. Under N.J.A.C.
7:1I-6.2(b), the claimant is required to execute a written release for all
known damages.

Under N.JA.C. 7:1I-6.2(c), in all claims concerning property damage
where the Department has settled or intends to settle, the claimant shall
include a covenant in the agreement of sale and in the deed, which shall
run with the land, indicating that the claimant has negotiated with the
Department for specific damages and that these damages have been
satisfied. Such covenant shall bar further payment from the Fund for
similar damages.

Social Impact
The existing claims rules in N.J.A.C. 7:11 have had a positive social

impact, by providing claimants with a means of obtaining reimbursement
for losses suffered in connection with sanitary landfill facilities. The
proposed new rules will increase this positive social impact upon clai­
mants, by providing them with specific orderly procedures for making
claims. The proposed new rules are also in harmony with the Spill
Compensation Fund rules, N.J.A.C. 7:11, thereby integrating and enhanc­
ing the effectiveness of the Department's policies as they relate to these
two programs.

Economic Impact
The existing claims rules in N.J.A.C. 7:11 have had a positive economic

impact upon persons who have suffered damages proximately resulting
from sanitary landfJIl facilities. The existing rules have provided a method
for these persons to obtain compensation for such damages.

The proposed new rules generally will preserve this positive economic
impact, by clarifying and codifying the Department's claims processing
practices to parallel rules for the Spill Compensation Fund, NJ.A.C. 7:11.
Both rules are designed to avoid payments for speculative or contingent
damages. These rules further enforce the Department's policy that
damages must proximately result from the improper operation or im­
proper closure of a sanitary landfill facility. Claims for damages arising
from normal operations therefore will not be eligible for compensation
under the new rules. This provision will have a negative economic impact
upon a certain class of claims which have been or may be filed in
connection with currently properly operating or properly closed sanitary
landfill facilities.

The Department expects the proposed new rules at N.J.A.C. 7:11-4,
governing property value diminution claims, to have a positive economic
impact. The proposed new rules incorporate the recently adopted (June
21, 1993) property value diminution provisions, both of which minimize
the role of the Department in the sale of property that has had its value
adversely affected by the improper operation or improper closure of a
sanitary landfill facility. To the greatest extent practicable, the new rules
allow the market to establish the amount of property value diminution.
The Department's approach in these rules is to encourage the seller of
affected property to act in good faith to obtain the highest price which
the market will allow, and to rely upon appraisals and upon evidence
of the good faith nature of the sale in evaluating the seller's claim. The
Department believes that this approach will result in less property value
diminution than an approach which attempted to control the seller's
efforts to sell the affected property. For this reason, the Department
expects that the sale requirement will have no economic impact upon
the property owner, and will have a positive impact by preserving the
assets of the Fund.
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The economic impact of the claims procedures at NJ.A.C. 7:11-3 will
vary depending upon the nature and complexity of the claim. The
Department has structured these procedures to avoid the need for the
claimant to incur costs wherever possible. For example, the filing require­
ment of N.J.A.C. 7:1I-3.3(a) for the initial filing of the claim makes it
necessary for the claimant to present only the most basic information
about the claim. N.J.A.C. 7:1I-3(b) provides for the Department to
request any further information necessary to process the claim, enabling
the Department to tailor its informational requirements to the circum­
stances of a particular claim. The Department expects no significant
economic impact to result from the informational requirements of the
proposed rules as most of the information required is basic to good
recordkeeping practice.

Environmental Impact
The proposed new rules will increase the positive environmental im­

pact of the existing claims rules. As discussed in the Economic Impact
statement above, the new rules are designed to prevent several types
of potential overpayments of claims, which would otherwise reduce the
assets of the Fund available to pay for other claims and the proper
closure of sanitary landfills facilities. In addition, with respect to claimed
damages proximately resulting from a sanitary landfill facility, the new
rules expressly require damages to have been incurred and not merely
speculative. In addition, the damages must be proven, by a
preponderance of the evidence, to have resulted from the improper
operation or improper closure of a sanitary landfill facility. This is
consistent with the Act in N.J.S.A. 13:1E-101 which states, in part: "The
legislature further finds and declares that the improper operation or
closure of sanitary landfill facilities can result in the contamination of
surface and ground waters, including potable water supplies; that the
migration of methane gas from sanitary landfill facilities can pose a threat
to nearby residents and property. . .." Therefore, it is essential that
adequate funds are reserved to ensure proper closure activities at sanitary
landfill facilities.

Regulatory and Flexibility Analysis
With respect to property value diminution claims and some other types

of claims such as those filed by small businesses, as defined under the
Regulatory Flexibility Act, N.J.S.A. 52:14B-16 et seq., the proposed new
rules require such claimants to submit several documents to be eligible
for compensation from the Fund. Claimants must also obtain professional
services from real estate brokers thorugh the mulitple listing service (or
its commercial equivalent, for claims involving commercial property or
other property not normally sold through a mulitple listing service).
However, the Department does not believe that this requirement imposes
substantial costs upon small businesses because it is likely that such
claimants would retain a real estate broker or other appropriate
professional to maintain and review records to market such properties
even if the proposed new rules did not so require. Compliance with the
proposed new rules will not require any initial capital costs or annual
costs.

The proposed new rules make no special provision for property value
diminution claimants who qualify as small businesses, because any such
special provisions would impair the Fund'~ obligation to protect and
insure that the taxes credited to the Fund are spent in a proper manner
and for the intended purposes.

Full text of the rules proposed for repeal appear at N.J.A.C. 7:11.

Full text of the proposed new rules follows:

CHAPTER 11
PROCESSING OF DAMAGE CLAIMS PURSUANT TO THE

SANITARY LANDFILL FACILITY CLOSURE AND
CONTINGENCY FUND ACT

SUBCHAPTER 1. GENERAL PROVISIONS

7:11-1.1 Purpose and scope
(a) This chapter constitutes the rules of the Department conCern­

ing the processing of all claims under the Sanitary Landfill Facility
Closure and Contingency Fund Act N.J.S.A. 13:IE-lOO et seq. (the
"Act"), for damages proximately resulting from the improper opera­
tion or improper closure of a sanitary landfill facility, pursuant to
the Act, including Department procedures for review and decision
making regarding such claims.

(b) This chapter is promulgated for the following purposes:

1. To implement the purposes and objectives of the Sanitary
Landfill Facility Closure and Contingency Fund Act, NJ.S.A.
13:1E-100 et seq.;

2. To establish rules for administration of the Sanitary Landfill
Facility Contingency Fund, established pursuant to the Act, for the
purpose of providing prompt and adequate compensation for
damages as defined herein; and

3. To protect and insure that the taxes credited to the Fund are
spent in a proper manner and for the intended purposes.

7:11-1.2 Construction and applicability
(a) This chapter shall be liberally construed to allow the Depart­

ment to fulfill the purposes of the Act concerning claims for com­
pensation for damages proximately resulting from the improper
operation or improper closure of a sanitary landfill facility. This
chapter shall be construed in conformity with, and not in derogation
of, the Act.

(b) This chapter shall apply to the processing of all claims which
have not been paid, settled, denied or the subject of a final decision
by the Commissioner of the Department on or before the operative
date of this chapter, notwithstanding the date upon which any such
claim was filed with the Department.

7:11-1.3 Severability
If any subchapter, section, subsection, provision, clause, or portion

of this chapter, or the application thereof to any person is adjudged
unconstitutional or invalid by a court of competent jurisdiction, such
judgment shall be confined in its operation to the subchapter, sec­
tion, subsection, provision, clause, portion, or application directly
involved in the controversy in which such judgment shall have been
rendered and it shall not affect or impair the remainder of this
chapter or the application thereof.

7:11-1.4 Delegation
The Department may delegate administrative, supervisory, or in­

vestigatory authority to members of the Department's staff. The
Department may enter into contracts on behalf of the Fund or the
Department for the performance of services ancillary to the powers
and duties of the Department under the Act, including, but not
limited to, the performance of claims adjustment services.

7:11-1.5 Definitions
The following words and terms, when used in this chapter, shall

have the following meanings. Where words and terms are used which
are not defined herein, the definitions of those words and terms
will be the same as the definitions found at N.J.A.C. 7:26-1.4.

"Act" means the Sanitary Landfill Facility Closure and Contin­
gency Fund Act, NJ.S.A. 13:IE-l00 et seq.

"Claim" means the claim for damages filed with the Department
for recovery from the Fund. The claim includes all documents
submitted under this chapter in support of the claim, including
without limitation any amendments thereto under N.J.A.C. 7:11-3.4.

"Claimant" means the person filing a claim.
"Closure" means all activities and costs associated with the design,

purchase, construction or maintenance of all measures required by
the Department, pursuant to law, in order to prevent, minimize or
monitor pollution or health hazards resulting from sanitary landfill
facilities subsequent to the termination of operations at any portion
thereof, including, but not necessarily limited to, the costs of the
placement of earthen or vegetative cover, the installation of methane
gas vents or monitors and leachate monitoring wells or collection
systems at the site of any sanitary landfill facility, and the cost of
general liability insurance, including environmental impairment
liability insurance, or an amount sufficient to create a self-insurance
fund as may be determined by the Board of Regulatory Com­
missioners pursuant to section 10 of P.L. 1981, c.306 (N.J.S.A.
13:1E-109), to fund potential claims against the owner or operator
of the sanitary landfill facility during the closure and post-closure
period.

"Commissioner" means the Commissioner of Environmental
Protection and Energy in the State Department of Environmental
Protection and Energy.
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"Damages" means and includes, but is not limited to, the
following:

1. The cost of restoring, repairing or replacing any real or personal
property damaged or destroyed;

2. The diminution in fair market value of any real property where
such diminution can be shown by a preponderance of the evidence
to have solely resulted from the improper operation or improper
closure of a sanitary landfill facility. Any property valuation calcu­
lations made for the purpose of this chapter shall expressly take into
consideration any and all other factors which directly or indirectly
affect the fair market value of the property;

3. The cost of any personal injuries, including any medical ex­
penses incurred and income lost as a result thereof; and

4. The costs of the design, construction, installation, operation and
maintenance of any device or action deemed necessary by the De­
partment to clean up, remedy, mitigate, monitor or analyze any
threat to the environment and public health, safety or welfare of
the citizens of this State, including the installation and maintenance
of methane gas monitors and vents and leachate monitoring wells
and collection systems, and the sampling and analysis of any public
or private potable water supply.

5. Damages do not include legal fees incurred in filing claims or
for participation in an administrative hearing or any legal action
against the Fund and costs normally associated with the listing, sale
and transfer of property which is the subject of a claim. Additionally,
damages do not include interest on any monetary award assessed
against the Fund.

"Department" means the New Jersey Department of Environmen­
tal Protection and Energy.

"Discovery" means the time at which the claimant discovers, or
by the exercise of reasonable diligence and intelligence should have
discovered, that he or she has incurred damages.

"Disposal" or "disposed" means the use of the term which is
expressly discussed and defined at N.J.S.A. 13:1E-3.

"Fund" means the Sanitary Landfill Facility Contingency Fund
established pursuant to the Act.

"Government entity" means a governing body, department, agen­
cy, authority or any other unit of any Federal, State, county or local
government or governments, including without limitation a municipal
utilities authority.

"Improper operation" or "improper closure" of a sanitary landfill
facility means the operation or closure of a sanitary landfill facility
that results in a substantial deviation from applicable operation and
closure requirements. A de minimis deviation from such applicable
operation and closure requirements shall not constitute grounds for
a determination that a sanitary landfill facility is being improperly
operated or has at any time been improperly closed. A finding of
improper operation or improper closure shall only be made upon
the basis of a preponderance of the evidence being introduced by
the claimant.

"Notice of Intent," or "NOI," means a notice issued by the
Department to a claimant pursuant to N.J.A.C. 7:11-5.4, informing
the claimant that the Department intends to payor deny his or her
claim.

"Owner or operator" means and includes, in addition to the usual
meanings thereof, every owner of record of any interest in land
whereon a sanitary landfill facility is located, has been located, had
been located or at any time was located, and any person or corpor­
ation which owns a majority interest in any other corporation which
is the owner or operator of any sanitary landfill facility and every
person who operates or operated a sanitary landfill facility at any
point in time and every agent or representative of such operator.

"Person" means any individual or entity, including without limita­
tion, a public or private corporation, company, association, society,
firm, partnership, joint stock company, foreign individual or entity
and its agents, interstate agency or authority, the United States or
any of its political subdivisions or agents, the State of New Jersey
and its agents or any of the political subdivisions of or found within
the State of New Jersey and their agents, or any of the other
meanings which apply to the common understanding of the term.

PROPOSALS

"Physical intrusion" means the existence of methane gas, leachate
or other material emanating from the sanitary landfill facility on or
under a claimant's real property.

"Potable water" means drinking water, water for other personal
uses, and water for purposes requiring a supply of water which the
Department determines is suitable for human consumption pursuant
to the Safe Drinking Water regulations set forth at N.J.A.C. 7:10.
"Potable water" does not include water for use in fire fighting or
for agricultural purposes.

"Responsible party" means any person who directly or indirectly
contributed at any point in time to the occurrence, event, action
or damages upon which any person's claim or other claims are based.

"Sanitary landfill facility" means a governmentally approved solid
waste facility at which solid waste is deposited on or in the land
as fill for the purpose of permanent disposal or storage for a period
exceeding six months, except that it shall not include any waste
facility approved for disposal of hazardous waste.

"Solid waste" means the use of the term which is expressly
discussed and defined at N.J.S.A. 13:IE-3(a).

7:11-1.6 Liabilities for damages
(a) Every owner or operator of a sanitary landfill facility shall be

jointly and severally liable for the proper operation and closure of
the sanitary landfill facility, as required by law, and for any damages,
no matter by whom sustained, proximately resulting from the opera­
tion or closure of the sanitary landfill facility.

(b) The Fund shall be strictly liable for all direct and indirect
damages proximately resulting from the improper operation or im­
proper closure of any sanitary landfill facility. The Fund shall not
be liable for any damages resulting from the proper operation or
proper closure of any sanitary landfill facility.

7: 11-1.7 Signatures; certifications
(a) All claims, and all affidavits required under this chapter, shall

be signed by the claimant and notarized, as follows:
1. If the claimant or affiant is a corporation, the claim or affidavit

shall be signed by a person authorized by a resolution of the
claimant's board of directors to sign the document in question. The
claimant or affiant shall submit with the document a copy of the
resolution of the claimant's board of directors authorizing the person
to sign the document. The copy of the resolution shall be certified
as a true copy by the secretary of the corporation.

2. If the claimant or affiant is a partnership, the claim or affidavit
shall be signed by a general partner of the partnership.

3. If the claimant or affiant is a sole proprietorship, the claim
or affidavit shall be signed by the proprietor of the proprietorship.

4. If the claimant or affiant is a municipality, local unit, State,
Federal or other public agency, the claim or affidavit shall be signed
by a principal executive officer of such entity, the ranking elected
official of such entity, or the designee of such principal executive
officer or ranking elected official. If the claim or affidavit is signed
by a designee, the claimant shall submit with the claim or affidavit
a copy of the document authorizing the designee to sign the claim
or affidavit.

5. If the claimant or affiant is a natural person, the claim or
affidavit shall be signed by the claimant or affiant, provided however,
that if the claimant or affiant is a minor, is incompetent as defined
under New Jersey law, or is deceased, the claim or affidavit shall
be signed by the claimant's parent, guardian, executor, or court
appointed representative, as applicable.

(b) All claims, and all affidavits required by this section shall
contain the following certification, signed by the person required to
sign the claim or affidavit:

"I certify under penalty of law that I have personally examined
and am familiar with the information submitted in this document,
and that to the best of my knowledge, after diligent investigation
including inquiry of those individuals immediately responsible for
obtaining the information, the information contained in this claim
is true, accurate and complete. I am aware that there are significant
civil and criminal penalties, including fines and/or imprisonment, for
submitting false information."
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7:11-1.8 Notices and other communications
(a) All claims, notices, requests, and other communications re­

quired or permitted under this chapter shall be given in writing and
sent by certified mail, return receipt requested or by other means
which provides a receipt showing the date of mailing and the date
of delivery. All such communications sent to the Department by
certified mail shall be sent to the following address:

Department of Environmental Protection and Energy
Environmental Claims Administration
CN 028
Trenton, New Jersey 08625-0028

(b) All such communications sent to the Department by means
for which a street address is required by the carrier shall be sent
to the following address:

Department of Environmental Protection and Energy
Environmental Claims Administration
506 East State Street
Trenton, New Jersey 08609

(c) All such communications to the claimant shall be sent to the
mailing address set forth in the claim under N.J.A.C. 7:1I-3.3(a)3
unless the claimant directs otherwise under NJ.A.C. 7:11-3.6.

7:11-1.9 Computation of time
(a) In computing any period of time fixed by or under this chapter,

the day of the act or event from which the designated period begins
to run is not to be included. The last day of the period so computed
is to be included, unless it is a Saturday, Sunday or legal holiday,
in which event the period runs until the end of the next day which
is neither a Saturday, Sunday nor legal holiday.

(b) In computing any period of time fixed by or under any
provision of this chapter, "days" shall mean calendar days, unless
the provision specifies working days.

SUBCHAPTER 2. CLAIMS GENERALLY

7:11-2.1 Persons who may submit a claim
Any person claiming to have incurred damages proximately result­

ing from the improper operation or improper closure of a sanitary
landfill facility may submit to the Department a claim for such
damages. No subrogee or assignee of a person who has incurred
damages may submit a claim. No claim by a subrogee or assignee
of a person who has incurred damages shall be eligible for compensa­
tion from the Fund.

7:11-2.2 Burden of proof
(a) No claim shall be eligible for compensation from the Fund

unless the claimant shows by a preponderance of the evidence that
the claim satisfies all requirements for eligibility under the Act and
this chapter, and that the amount of the claim correctly reflects and
is reasonable in relation to the damages which the claimant has
sustained. No claimant shall be entitled to payment from the Fund
unless the claimant shows by a preponderance of the evidence that
the damages sustained are a proximate result of the improper opera­
tion or improper closure of a sanitary landfill facility.

(b) A claimant shall affirmatively rebut any and all reasons for
denial as stated in a Notice of Intent (NOI) to deny pursuant to
N.J.A.C. 7:11-5.4 or a Denial pursuant to N.J.A.C. 7:11-5.5.

7:11-2.3 Damages actually incurred; mitigation
(a) A claim shall be ineligible for compensation from the Fund

unless the claimant has actually incurred the damages which are the
subject of the claim. A claim shall be ineligible for compensation
from the Fund to the extent that the damages which are the subject
of the claim are contingent or speculative.

(b) A claim shall be ineligible for compensation from the Fund
to the extent that the claimant has received compensation from any
other source for damages which are the subject of the claim. The
claimant shall exercise best efforts to obtain compensation from any
other source from which compensation is reasonably likely to be
available. The Department may suspend processing of any claim
pending the completion of the claimant's efforts to obtain compensa­
tion from such other sources. In determining the amount of an
award, the Department shall reduce the award by the amount of

any prior compensation for the claimed damages received by the
claimant, including without limitation, compensation received from
insurance policies, court awards, contractual rights, and any other
remedies provided under statutory or common law.

(c) Claimants must fully disclose an award or settlement received
or sought from any other source within 10 days of receiving com­
pensation or within 10 days of seeking compensation from any other
source. Failure to disclose such action shall result in denial of the
claim.

(d) A claim involving the purchase and subsequent sale of proper­
ty near a sanitary landfill facility shall be ineligible for compensation
if the claimant knew or reasonably should have known of the poten­
tial that damages could result by virtue of purchasing property near
the particular sanitary landfill facility in question.

(e) The claimant shall exercise reasonable diligence and ordinary
care and take affirmative measures to mitigate or prevent the
damages incurred by the claimant from occurring in the first instance
or from increasing or being aggravated.

(f) Any costs incurred by the claimant prior to filing of a claim
or during the pendency of a claim shall not prejudice the rights of
the Department to evaluate the reasonableness of said costs prior
to the granting of an award.

7:11-2.4 Overlapping claims
(a) A claim shall be ineligible for compensation from the Fund

to the extent that the Fund has already paid or settled another claim
for the same damages.

(b) If two or more claims include an assertion of the same
damages, the Department shall apportion payment for such damages
among the claimants or exclude certain of the claims from payment.
The Department shall base the apportionment or exclusion upon
the Department's determination of which claimants have actually
incurred the damages in question.

7:11-2.5 Waiver of damages not set forth in claim
The claimant shall be deemed to have waived any damages which

are not set forth in the claim or in any response to the Department's
request for information under N.J.A.C. 7:11-3.3, or in any amend­
ment to such claim or response under N.J.A.C. 7:11-3.4.

7:11-2.6 Claims by responsible parties or by owners or operators
of a sanitary landfill facility

(a) No responsible party for a particular sanitary landfill facility
shall receive compensation from the Fund for damages proximately
resulting from the very sanitary landfill facility for which they are
a responsible party.

(b) No owner or operator for a particular sanitary landfill facility
shall receive compensation from the Fund for damages proximately
resulting from the very sanitary landfill facility for which they are
an owner or operator.

(c) No person who at any time deposited, disposed or otherwise
discarded solid waste on or into any land at a particular sanitary
landfill facility shall receive compensation from the Fund for
damages proximately resulting from the very sanitary landfill facility
at which they, at any time, deposited, disposed or otherwise dis­
carded solid waste. This express prohibition shall particularly apply
to any person who at any time hauled or carted solid waste to the
sanitary landfill facility in question.

(d) Notwithstanding (b) above, an owner or operator may be
eligible for damages if such owner or operator can establish to the
satisfaction of the Department that the claim satisfies either of the
following requirements:

1. Despite exercising reasonable diligence and intelligence before
purchasing or otherwise acquiring or obtaining title to the land, the
claimant did not discover until after purchasing or otherwise acquir­
ing or obtaining title to the land, that a sanitary landfill facility is
located, has been located, had been located or at any time was
located on the subject property, and before purchasing or otherwise
acquiring or obtaining title to the land, the claimant conducted a
diligent and thorough inquiry into previous ownership and uses of
the property. In order for a person to satisfy the requirement to
engage in a diligent and thorough inquiry into previous ownership
and uses of the property, a person must perform a preliminary
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assessment and site investigation in accordance with N.J.S.A.
58:1O-23.11g(d)(2)(d) and N.J.A.C. 7:26E-3; or

2. The claimant is a government entity and acquired the property
by escheat or other involuntary transfer or by operation of law, and
not by an affirmative act such as exercise of the power of eminent
domain. If the government entity acquired or obtained title to the
property by an affirmative or voluntary act, the standard set forth
in (d)1 above shall govern eligibilty of the government entity's claim.

7:11-2.7 Administrative closure of claims
(a) The Department may, in its discretion, administratively close

any claim for which the claimant has:
1. Failed to take actions required by this chapter within 60 days

after the claimant was required to take such action; or
2. Failed to respond to a request for information by the Depart­

ment within the time period set forth in the request.
(b) Administrative closure of a claim is without prejudice. The

claimant may reactivate the claim by rectifying the failure under (a)1
or 2 above and making a written request to the Department for
reactivation.

(c) Before closing a claim under (a) above, the Department shall
send the claimant written notice of the Department's intent to
administratively close the claim. The Department shall state in the
written notice the reason for the administrative closure, and the
procedure to avoid administrative closure under (d) below.

(d) The Department shall administratively close the claim unless:
1. Within 30 days after the claimant's receipt of the notice

described in (c) above, the claimant has submitted to the Department
an affidavit explaining why the claim should not be administratively
closed (which affidavit may include an explanation of why the time
allotted to take such action or provide information was insufficient);
and

2. The Department determines that the affidavit provides an
adequate explanation of why the claim should not be administratively
closed.

7:11-2.8 Relaxation of procedural requirements
(a) Except as provided by (b) below, the Department may relax

any of the procedural requirements of this chapter if the Department
determines that strict adherence to such requirements would result
in unfairness or injustice.

(b) Notwithstanding (a) above, the Department shall not relax
procedural requirements of this chapter if such requirements are
imposed by the Act, by other applicable State or Federal statutes,
or by applicable decision, order or decree of a court of competent
jurisdiction.

7:11-2.9 Imminent hazard
Priority review of claims may occur in cases where the claimant

has demonstrated to the Department's satisfaction that extreme
hardship or extreme existing or imminent hazard will proximately
result from the improper operation or improper closure of the
sanitary landfill facility.

SUBCHAPTER 3. CLAIMS PROCEDURE

7:11-3.1 Time for filing of claims
Claimants shall submit any claims to the Department not later

than one year after the date of discovery of damages. With regard
to property value diminution claims, damages, if any, are incurred
when the property is sold. Claims for property value diminution,
therefore, must be filed within one year of sale of the property. If
a claimant fails to submit any claim to the Department within such
one-year period, the claimant shall be deemed to have waived such
claim. Such waiver is with prejudice and shall bar all recourse by
the claimant against the Fund for any damages arising out of or
related to the improper operation or improper closure of the sanitary
landfill facility.

7:11-3.2 Submission of claim
(a) For the purposes of determining whether a claim has been

timely filed pursuant to N.J.A.C. 7:11-3.1, the following shall apply:
1. If the claimant submits the claim by United States mail, the

claim will be deemed filed as of the date of mailing by the claimant.

PROPOSALS

Claims submitted by mail must be sent in accordance with N.J.A.C.
7:11-1.8; or

2. If the claimant submits the claim via another means of delivery,
the claim will be deemed filed as of the date of receipt by the
Department.

7:11-3.3 Contents of claim
(a) Claims shall be typewritten or written legibly in ink, and shall

contain the following information:
1. The name of the claimant;
2. The street address of the claimant;
3. The mailing address of the claimant;
4. The telephone number of the claimant during normal daytime

business hours;
5. The name, mailing address, telephone number, and relationship

to the claimant of any person designated to receive communications
from the Department pursuant to N.J.A.C. 7:11-3.6;

6. Whether the claimant is an individual, general partnership,
limited partnership, corporation, local government entity, Federal
government entity, or state government entity;

7. A statement that the claimant has actually incurred damages,
as such term is defined in N.J.A.C. 7:11-1.5, that the claimant has
not received compensation from any other source for such damages,
and that the claimant is not an owner or operator or responsible
party in relation to the claim. Such statement need not be specific
about the amount or nature of such damages;

8. If the claim is for property value diminution, a statement that
the claimant is attempting to sell the subject property. The Depart­
ment shall deny, without prejudice, a claim for property value
diminution which is filed after the effective date of these rules which
does not contain this statement. The claimant may again file the
claim upon commencing efforts to sell the subject property;

9. In accordance with N.J.A.C. 7:11-2.3(d), a statement that the
claimant did not know of the existence of the sanitary landfill facility
and did not know, nor reasonably could have known, of the potential
that property value diminution could result by virtue of purchasing
property near the particular sanitary landfill facility in question; and

lO. If the claim is for property value diminution and is made
pursuant to N.J.A.C. 7:11-4.8, all documents required by N.J.A.C.
7:11-4.8 are to be submitted with the claim, including a statement
that the claimant has contracted to sell or has sold the subject
property and that the claimant will allow the Department or its
agents access to the property if claimant still maintains title to the
property. If the property has not been sold, claimant must submit
within 10 days of the signing of a binding agreement of sale a copy
of the contract of sale to allow adequate time for the Department
to schedule an appraisal.

(b) The claimant shall submit to the Department the following
types of information requested by the Department:

1. The location of the sanitary landfill facility which the claimant
believes to be the proximate cause of the damages incurred, includ­
ing the name of the site, the street address, the municipality, and
the county, including without limitation the following:

i. Whether any person, or owner or operator of the sanitary
landfill facility has admitted responsibility for the damages claimed
or for the condition from which the claim arose, or liability for the
amount of damages for which the claim is being made;

ii. If any such person has admitted responsibility or liability
pursuant to (b)li above, the names of such persons and the nature
of such statements or admissions; and

iii. Whether the claimant filed a claim against the sanitary landfill
facility's Environmental Impairment Liability Fund established
pursuant to N.J.S.A. 13:IE-109;

2. A description of any damage to real property located thereon,
including without limitation the following:

i. The date on which the damage occurred;
ii. The precise location of the damaged real property, including

the street address, the tax lot and block, the municipality, and the
county;

iii. A description of the predominant use of the damaged real
property;

iv. A detailed description of the damage to the real property;
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v. An estimate for the cost to remedy the damage, and the name,
address and qualifications of the person making the estimate; and

vi. A description of the claimant's interest in the damaged real
property, and documents evidencing such interest. Documents
evidencing fee title to the damaged real property shall include an
affidavit of title executed by the claimant, together with either a copy
of the recorded deed conveying title to the claimant, or an owner's
title insurance policy insuring the claimant's interest in the property.
Documents evidencing a leasehold interest in the property shall
include a copy of the lease for the property, together with an affidavit
of the claimant stating that the lease is in full force and effect;

3. A description of any damage to personal property located
thereon, including without limitation:

i. The date or dates on which the damage occurred;
ii. The location of the personal property at the time the damaged

occurred;
iii. A description of the personal property which was damaged;
iv. A description of the damage;
v. The original cost paid by the claimant for the damaged personal

property;
vi. The date the claimant acquired the damaged personal

property;
vii. Evidence of the claimant's ownership of the damaged personal

property;
viii. An estimate of the cost of repairing the damage to the

personal property, and an estimate of the value of the damaged
personal property as of the time of the damage;

ix. The name, address and qualifications of any persons who
prepared the estimates required by (b)2viii above; and

x. The location at which the Department's designee can inspect
the damaged personal property;

4. A detailed description of the facts known to the claimant which
support the claim, such as the facts which lead the claimant to believe
that the improper operation or improper closure of the sanitary
landfill facility cause the damages suffered by the claimant;

5. The names and addresses of any witnesses known to the clai­
mant who may have knowledge concerning the improper operation
or improper closure, threatened damage, or damage caused by the
sanitary landfill facility;

6. The names of any public agencies (including without limitation
any local or state police or any other local, county, state, interstate
or Federal agencies) who have investigated the improper operation
or improper closure activities and, if known to the claimant, the
names of the persons who conducted the investigations on behalf
of such agencies;

7. If any of the damaged real or personal property or any of the
asserted lost income may be covered by any insurance policy or
policies, or other financial agreement or instrument under which
compensation is reasonably likely to be available, claimant shall
exercise best efforts to obtain compensation from such sources for
the damages sustained in accordance with N.J.A.C. 7:1I-2.3(b), and
shall provide as proof of such action the following information:

i. The name and address of the insurance carrier which issued
the policy, or issuer of the other financial agreement or instrument;

ii. The policy number or other applicable reference number;
iii. A copy of the certificate of insurance or other financial agree­

ment or instrument; and
iv. Copies of any correspondence between the insurance carrier

or issuer of the other financial agreement or instrument and the
claimant or claimant's representatives concerning the damages
claimed;

8. The names and addresses of any persons other than the Fund
(including without limitation insurance companies) against whom the
claimant has asserted a claim;

9. Whether the claimant has received or agreed to receive any
compensation from any person in connection with the damages
claimed, and the details of any such compensation or agreement to
receive compensation;

10. A description of any action taken to repair, restore or replace
damaged real or personal property, including without limitation the
following:

i. The name and address of the person who has taken such action;
and

ii. The cost of such action;
11. If the claimant asserts any personal injury damages including

medical expenses incurred and income lost as a result thereof, the
claim shall include the following information:

i. The total amount of the claimed loss of income;
ii. The period of time during which the claimant asserts that the

loss of income has occurred;
iii. If the claimant asserts that the loss of income has occurred

over a period exceeding 12 months, a breakdown of the loss of
income by three-month periods, with the first such period commenc­
ing on the date of discovery;

iv. A detailed description of the method employed by the claimant
in calculating the claimed loss of income;

v. A statement of whether all income, sales and other accounting
and financial information supporting the claim is available for inspec­
tion, copying and audit by the Department;

vi. If any of the information described in (b)llv above is not
available for inspection, copying and audit, an explanation of why
such information is unavailable for such purposes;

vii. With respect to any of the information described in (b)llv
above, which is available for inspection, copying and audit, a descrip­
tion of where and when the Department can obtain access to such
information;

viii. If any of the information described in (b) lli through vii above
has been audited, certified or reviewed by a certified public accoun­
tant, the name, address, and telephone number of such accountant,
and the date of such audit, certification or review. If such informa­
tion has been audited, the claimant shall attach copies of all audited
statements and the auditor's reports;

ix. A specific statement as to the nature of the health injuries
and how the health injuries are related to the improper operation
or improper closure of the sanitary landfill facility in question; and

x. Detailed records substantiating the personal injuries; effects or
damages suffered by the claimant including any medical records,
prognosis statements, and documentation indicating the monetary
value of medical attention;

12. If the claimant is a limited partnership, the names and ad­
dresses of all general partners;

13. If the claimant is a general partnership, the names and ad­
dresses of all partners;

14. If the claimant is a corporation, the names and addresses of
all directors and of all officers;

15. Any other information which the claimant believes to be
relevant to the claim; and

16. Any other information which the Department deems necessary
to process the claim.

(c) Any documents supporting the claimant's assertion of costs
incurred in ameliorating the damage resulting from the improper
operation or improper closure of a sanitary landfill facility shall be
presented as follows:

1. The claimant shall submit a compilation of all such costs, stating
the aggregate amount of the costs incurred; and

2. The claimant shall submit a breakdown of the aggregate costs
incurred, stating which portion of the aggregate cost is attributable
to ameliorating damage resulting from the improper operation or
improper closure of the sanitary landfill facility, and which portion
is not.

(d) The claimant shall submit all bills, invoices, receipts and other
documentation in an orderly fashion, accompanied by an index and/
or a summary if the Department determines that an index or sum­
mary would assist in the organized and expeditious processing of
the claim.

(e) The Department may administratively close the claim
pursuant to N.J.A.C. 7:11-2.7 for failure to provide information under
this section.

7:11-3.4 Amendment of claim
(a) A claimant may amend a claim, or a response to the Depart­

ment's request for information, with respect to the nature or extent
of the damages, the cause of the damages, the amount of the claim,
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or any other information relevant to the claim, until the occurrence
of the earliest of the following:

1. The approval of the claim by the Department;
2. The denial of the claim by the Department; or
3. The agreement to a settlement among a claimant and one or

more owners or operators or other persons in connection with the
sanitary landfill facility which is the subject of the claim.

7:11-3.5 Consent to inspection; investigation
(a) Submission of a claim shall constitute consent by the claimant

to allow the Department, and other persons designated by the
Department:

1. To inspect all documents and property relating to his or her
claim for damages including, but not limited to:

i. Financial, medical, employment and property records;
ii. Insurance policies; and
iii. Damaged real and personal property;
2. For all information submitted pursuant to N.J.A.C. 7:11-3.3, to

copy and audit the information; and
3. To enter onto any property to which the claimant has the right

to grant access, or to which the claimant has the right to compel
another person to grant access. Any cost which the claimant incurs
in compelling such access shall be borne solely by the claimant and
shall not constitute a compensable damage payable by the Fund.

(b) In investigating claims for personal injuries, the Department
may direct a medical examination of the claimant by an independent
physician selected by the Department. The claimant shall present
himself or herself to the physician selected at the time and place
designated by the physician.

1. A written report of such examination shall be filed by the
examining physician with the Department and a copy mailed by the
Department to the claimant; and

2. If the Department has directed a medical examination by a
physician selected by the Department, such physician's fee shall be
paid by the Department from the Fund.

7:11-3.6 Communication with claimant or representative
The Department will direct all communications in connection with

the claim to the person who signed the claim, unless the claimant
submits to the Department a written statement, signed by the person
required to sign the claim, designating a representative to receive
communications from the Department.

7:11-3.7 Notice to owner or operator
When, in the opinion of the Department, the claim is complete

for payment pursuant to N.J.A.C. 7:11-2.2 and 3.3, the Department
shall notify the owner or operator of the sanitary landfill facility by
mailing a notice of the claim by certified mail, return receipt re­
quested, to such owner or operator. In the case of multiple, related
claims (series claims), the Department will notify the owner or
operator of the sanitary landfill facility of the first claim of the series
only. This notification will include an estimate of the approximate
number of claims expected in that series if known, and will give
notice that copies of all further claims must be requested in writing.

SUBCHAPTER 4. PROPERTY VALUE DIMINUTION
CLAIMS

7:11-4.1 Extent of eligibility
Claims for diminution of property value shall be eligible for

compensation from the Fund only to the extent that the subject
property has been sold and such diminution proximately results from
the improper operation or improper closure of a sanitary landfill
facility. A diminution of property value may be deemed attributable
to the improper operation or improper closure of a sanitary landfill
facility notwithstanding the lack of any physical intrusion resulting
from the sanitary landfill facility onto the subject property.

7:11-4.2 Requirements for eligibility
(a) Except for claims settled under N.J.A.C. 7:11-4.6 or 4.7, claims

for diminution of property value are not eligible for compensation
by the Fund unless the claimant has sold the subject property and
the Department determines that the claimant's sale of the subject
property was in good faith, based upon the appraisals made pursuant
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to N.J.A.C. 7:11-4.3 and the information submitted pursuant to
NJ.A.C. 7:11-4.5.

(b) Within 30 days after filing the claim, the claimant shall list
the subject property for sale with one or more licensed real estate
brokers who are members of a multiple listing service (or its com­
mercial equivalent, for nonresidential property). The claimant shall
so list the subject property for sale continuously, until entering into
an agreement for the sale of the subject property; provided however,
that discontinuances made necessary by the claimant's good faith
choice to list the subject property with another broker shall not be
deemed to violate this requirement. One discontinuity of less than
14 days shall be presumed to be in good faith.

7:11-4.3 Appraisal of subject property
(a) After the claimant has elected under N.J.A.C. 7:1I-4.9(a)1 to

pursue the claim, or in the case of a new claim filed after the
operative date of this chapter, the Department shall obtain appraisals
of the value of the subject property. The claimant shall notify the
Department of the sale, in writing, within 10 days of signing a binding
agreement of sale in order to allow the Department sufficient time
to have an appraisal completed before settlement. The appraisals
shall be as of the time of the sale of the subject property (or, for
claims under NJ.A.C. 7:11-4.6 or 4.7, as of the date the Department
issues an NOI to pay). One such appraisal shall state the value of
the subject property as affected by the sanitary landfill facility (unless
the Department elects not to obtain such appraisal, pursuant to
N.J.A.C. 7:1I-4.3(b», and one appraisal shall state the value of the
subject property absent the effect of the sanitary landfill facility. The
appraisals may, in the Department's discretion, be based upon one
or more of the following factors:

1. Sales of comparable properties in the immediate area;
2. Income generated by the subject property;
3. Replacement cost of the subject property; and/or
4. Such other factors as are ordinarily considered by real estate

appraisers who are members of the Appraisal Institute or who are
licensed or certified to perform real estate appraisals in New Jersey.

(b) The Department may elect not to obtain an appraisal of the
subject property as affected by the sanitary landfill facility if the
Department determines in its discretion that there is insufficient
information to obtain a meaningful appraisal of the subject property
reflecting the effect of the sanitary landfill facility. Without limiting
the discretion of the Department under this subsection, the Depart­
ment may determine that there is insufficient information if fewer
than three comparable properties which have been affected by the
sanitary landfill facility have been sold as of the date on which the
claim is filed.

7:11-4.4 Valuation of a claim
(a) If the Department has obtained appraisals pursuant to

N.J.A.C. 7:1I-4.3(a), the amount of the claim eligible for compensa­
tion from the Fund shall be equal to the difference between (a)1
and (a)2 below, adjusted in accordance with (c) below:

1. The appraised value of the subject property determined
pursuant to N.J.A.C. 7:1I-4.3(a), excluding the effect of the sanitary
landfill facility on such value; and

2. The greater of:
i. The appraised value of the subject property determined

pursuant to N.J.A.C. 7:1I-4.3(a), reflecting the effect of the sanitary
landfill facility on such value; or

ii. The price actually obtained by the claimant upon the sale of
the subject property, without closing adjustments.

(b) If, pursuant to N.J.A.C. 7:1I-4.3(b), the Department has
elected not to obtain an appraisal of the subject property as affected
by the sanitary landfill facility, the amount of the claim eligible for
compensation from the Fund shall be equal to the difference be­
tween (b)l and (b)2 below, adjusted in accordance with (c) below:

1. The appraised value of the subject property determined
pursuant to N.J.A.C. 7:1I-4.3(a), excluding the effect of the sanitary
landfill facility on such value; and

2. The price actually obtained by the claimant upon the sale of
the subject property, without closing adjustments.

(c) The Department may, in its discretion, adjust the amount
determined pursuant to (a) or (b) above by considering other in-
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formation available to the Department which supports a conclusion
that the amount determined pursuant to (a) or (b) above does not
accurately reflect the diminution in the value of the subject property
resulting from the improper operation or improper closure of the
sanitary landfill facility. Such information may include, but is not
limited to, any of the following:

1. Information concerning sales of comparable properties con­
sidered in establishing an appraisal pursuant to N.J.A.C. 7:11-4.3(a),
indicating that factors other than the sanitary landfill facility affected
the sale prices of such properties. Such information may include,
without limitation, the prices of comparable properties within and
outside the area in which the sanitary landfill facility may have
affected real property values; general market conditions; the time
elapsed between listing for sale and execution of an agreement of
sale for comparable properties within and outside the area in which
the sanitary landfill facility may have affected real property values;
and specific terms of the agreements of sale (such as financing terms,
personal property included in the sale, and apportionments of closing
costs);

2. Information concerning sales of comparable properties con­
sidered in establishing an appraisal pursuant to N.J.A.C. 7:II-4.3(a),
indicating that such properties have characteristics which distinguish
them from the subject property, and which affect the values of such
properties;

3. Information concerning the sale of the subject property, indicat­
ing that the difference between the sale price and the appraised
value of the property reflected factors other than the sanitary landfill
facility. Such information may include, but is not limited to, the time
elapsed between listing of the subject property for sale and execution
of an agreement of sale; the length of time the subject property
was offered for sale, the nature and number of any offers to purchase
the subject property; the difference between the initial listing price
and the sale price; the number and extent of intermediate reductions
in the listing price; specific terms of the agreement of sale for the
subject property (such as financing terms, personal property included
in the sale and apportionments of closing costs); data concerning
the real estate market generally at the time of the sale of the subject
property; and other evidence of the good faith nature of the sale
required to be submitted under N.J.A.C. 7:II-4.5; and

4. The effect of the completion of the construction phase of the
sanitary landfill facility remediation or of other amelioration of the
damages resulting from the improper operation or improper closure
of the sanitary landfill facility.

7:11-4.5 Evidence of good faith sale
(a) Except as provided in N.J.A.C. 7:11-4.7 and 4.8, within 10 days

after the signing of a binding agreement of sale and the closing of
the sale for the subject property, the claimant shall submit the
following documents to the Department:

1. Copies of all listing agreements for the sale of the subject
property;

2. Copies of all written offers to purchase the subject property;
3. A copy of the contract of sale of the subject property;
4. Copies of all settlement statements, including, without limita­

tion the Settlement sheet(s) required by the Real Estate Settlement
Procedures Act (RESPA), 12 U.S.C.A. 2601 et seq. and the HUD-l
Uniform Settlement Statement form if required by 24 CFR 3500.8;

5. A copy of the deed conveying the subject property together
with a copy of the transmittal letter forwarding the deed to the
county clerk or register of deeds and mortgages for recording;

6. An affidavit by the claimant, signed by the person required to
sign the claim and certified in accordance with N.J.A.C. 7:11-1.7,
stating the following:

i. The sale price of the subject property without closing adjust­
ments;

ii. That neither the claimant nor any person not listed on the
settlement statements has received any money or other compensa­
tion from any person in connection with the subject property, except
as set forth on the settlement statements; and

iii. That the documents submitted pursuant to (a)1 through 5
above are delivered in connection with the sale of the subject
property; and

7. An affidavit by the claimant's realtor, stating the following:
i. That the realtor is a member of a multiple listing service, and

listed the property for sale with a multiple listing service (or its
commercial equivalent, for claims involving commercial property or
other properties not normally offered for sale through a multiple
listing service);

ii. The period of time the subject property was offered for sale,
and the period of time the property was listed for sale with the
multiple listing service;

iii. The initial listing price;
iv. All changes in the listing price, and the dates of such changes;
v. A record of all inquiries received from potential purchasers

regarding the subject property, and of all showings or open houses
held in the course of offering the subject property for sale, including
the names and addresses of all persons who inquired about the
subject property, were shown the subject property, or attended open
houses at the subject property, and a description of the responses
of these persons to the subject property; and

vi. A record of the amount and date of each offer made for the
purchase of the subject property.

(b) A determination by the Department that the claimant arrived
at the sale price in good faith shall not preclude the Department
from determining that any other aspect of the sale of the subject
property was not in good faith.

(c) The Department may deny the claim or adjust the amount
eligible for compensation, if based upon the evidence required under
(a) above, the Department determines that any aspect of the sale
of the subject property was not in good faith.

7:11-4.6 Settlement based upon legal inability to sell the subject
property

(a) If, solely as a result of the improper operation or improper
closure of a sanitary landfill facility, the claimant is legally unable
to sell the subject property (for example, if a certificate of occupancy
cannot be issued for the subject property as a result of the sanitary
landfill facility, and the subject property is located in a municipality
in which a certificate of occupancy is required for the sale), the
Department may, in its discretion, offer to settle the claimant's claim
against the Fund in accordance with this section.

(b) If the Department elects to settle a claim pursuant to this
section, the Department shall determine the amount of the claim
eligible for compensation pursuant to N.J.A.C. 7:11-4.4. An offer by
the Department to settle the claim shall be in such amount.

(c) The making, acceptance or rejection of such settlement offer
pursuant to (b) above shall be in accordance with N.J.A.C. 7:11-5.4.

(d) As a condition of the settlement of the claim pursuant to this
section, the claimant shall cause all persons having an ownership
interest in the subject property (including without limitation any
dower or courtesy interest preserved pursuant to N.J.S.A. 3B:28-1)
to execute, acknowledge and deliver to the Department a document,
in recordable form, granting to the Fund a lien on the subject
property securing repayment of the full amount of the settlement.
The Department shall forward such document to the county clerk
or register of deeds and mortgages of the county in which the subject
property is located. Such document shall be prepared and recorded
at the claimant's expense. This lien shall serve as a basis for reim­
bursement to the Fund of any excess payments made in settlement.

(e) The Department shall execute, acknowledge and deliver to the
claimant a discharge of the lien upon payment of the following
amount (provided, however, that if the payment amount calculated
below is less than zero, the Department shall execute, acknowledge
and deliver the discharge of the lien upon the claimant's written
request, without the payment of any money; and provided further,
that if the payment amount calculated below exceeds the amount
of the settlement, the Department shall execute, acknowledge and
deliver the discharge of the lien upon repayment of the settlment
amount by the claimant, plus interest at the rate for post-judgment
interest established in the Rules Governing the Courts of the State
of New Jersey, as such rate is in effect as of the date of the
settlement):

Payment amount = SP - (AV - S)
where:
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1. SP equals the sale price of the subject property, as adjusted
pursuant to the criteria listed in N.J.A.C. 7:11-4.4(c), if the Depart­
ment determines that the actual sale price does not accurately reflect
the diminution in the value of the subject property proximately
resulting from the improper operation or improper closure of the
sanitary landfill facility;

2. AV equals the appraised value of the subject property, absent
the effects of the improper operation or improper closure of the
sanitary landfill facility, as adjusted under N.J.A.C. 7:11-4.4(c); and

3. S equals the amount of the settlement made pursuant to this
section.

7:11-4.7 Settlement when emergency relocation is necessary
If the Department determines, in its discretion, that environmental

conditions at the subject property which result from the improper
operation or improper closure of a sanitary landfill facility create
a substantial risk of an imminent health or safety hazard to the
occupants of the subject property, the Department may suspend any
or all of the requirements of NJ.A.C. 7:11-4.2, 4.3, 4.4 and 4.5 and
may immediately award compensation to enable the occupants of
the property to relocate temporarily or permanently.

7:1I-4.8 Contract for sale of property entered into before filing of
claim

(a) If a claimant has entered into a contract for the sale of
property before filing a property value diminution claim with respect
to such property, the Department may, in its discretion, settle such
a claim in accordance with this section.

(b) Claims made pursuant to this section shall be eligible for
compensation only to the extent provided in N.J.A.C. 7:11-4.1, and
only if the subject property satisfies the eligibility requirements set
forth in N.J.A.C. 7:11-4.2.

(c) Subject to the limitation in N.J.A.C. 7:11-4.1, the Department
shall determine the amount of the settlement offer pursuant to
N.J.A.C. 7:11-4.4.

(d) Together with the claim (or, ifthe claim is made before closing
of the sale of the subject property, within 10 days after closing),
the claimant shall submit to the Department all documents required
pursuant to N.J.A.C. 7:11-4.5; provided, however, that the Depart­
ment may in its discretion, refrain from requiring submission of the
documents normally required under N.J.A.C. 7:1I-4.5(a)1 and (a)7.

7:11-4.9 Suspension of claims
(a) The Department shall send notice of the requirements of this

chapter to each claimant who filed a property value diminution claim
before the effective date of this chapter. Within 60 days after receipt
of such notice, each claimant shall notify the Department of his or
her election to:

1. Pursue the claim;
2. Suspend the claim for the period provided in (c) below; or
3. Withdraw the claim.
(b) If a claimant fails to notify the Department of his or her

election under (a) above, the claimant shall be deemed to have
suspended the claim for the period provided in (c) below.

(c) All claims suspended pursuant to (a) or (b) above will remain
in suspension until one of the following occurs:

1. The Department receives written notice from the claimant,
stating that the claimant desires to reinstate the claim; or

2. The claimant receives notice from the Department, stating that
the remediation or proper closure of the sanitary landfill facility has
been completed to the satisfaction of the Department, and that the
Department is therefore denying the claim; provided, however, that
if the Department has required as a condition of its satisfaction that
a restriction running with the subject property be recorded with the
applicable county clerk or register of deeds, the claimant may make
a claim for diminution resulting from such restriction in accordance
with the requirements of this chapter.

(d) At any time during the period of suspension under (c) above,
a claimant may request reinstatement of the claim by written notice
to the Department.

(e) At the end of the suspension period provided in (c) above,
the claim will be automatically reactivated, unless the claimant has
previously withdrawn the claim.
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(f) The Department may, in its discretion, reactivate a claim
suspended under N.J.A.C. 7:11-2.3(b) upon the conclusion of litiga­
tion or negotiations between the claimant and any owner or operator
or any other responsible party, which litigation or negotiations con­
cerns such damages. For the purpose of this subsection, litigation
or negotiations shall be deemed to have concluded upon the occur­
rence of any of the following: a complete settlement of the ligitation
or matter; or the entry of a settlement, judgment or order completely
resolving the litigation or matter, followed by the expiration of time
allotted to appeal or otherwise challenge such settlement, judgment
or order.

(g) Upon reactivation of a suspended claim:
1. The Department shall confirm the reactivation by written notice

to the claimant;
2. The claim will be processed in accordance with this chapter;

and
3. Within 30 days after receiving notice of the reactivation, the

claimant shall list the subject property for sale with one or more
licensed brokers who are members of a multiple listing service (or
its commercial equivalent, for claims involving commercial property
or other properties not normally offered for sale through a mulitple
listing service).

(h) Upon the claimant's second suspension of the claim, the
Department shall dismiss the claim, without prejudice. If the clai­
mant subsequently files a new claim for the same damages contained
in the original dismissed claim, the new claim will be deemed to
have been filed as of the date of filing of the original dismissed
claim.

SUBCHAPTER 5. SETfLEMENT AND DETERMINATION
OF CLAIM

7:11-5.1 Settlement of claim with owner, operator or other person
(a) At least two weeks prior to any private settlement with any

owner or operator or other person, the claimant shall notify the
Department by certified mail of the terms of the settlement.

(b) If the claimant privately settles with any owner or operator
or other person in connection with the sanitary landfill facility in
question, any payment the claimant receives as a result of that
settlement shall be deducted from the amount of compensation
awarded by the Department regarding the claimant's damages;
provided, however, that if the settlement terms release any owner
or operator from further liability, the settlement shall be an absolute
bar to any claim for damages from the Fund.

7:11-5.2 Actual real or personal property damage
If the claimant submits all evidence required by N.J.A.C. 7:11-3.3,

and if, after verification of the reasonableness of all estimates and
receipts submitted, the Department is satisfied with the evidence
submitted, the Department shall issue a Notice of Intent pursuant
to N.J.A.C. 7:11-5.4.

7:11-5.3 Personal injuries
If the claimant submits all evidence required by N.J.A.C. 7:11-3.3,

and if, after verification of the reasonableness of receipts and opi­
nions supplied, the Department is satisfied with the evidence sub­
mitted, the Department shall issue a Notice of Intent pursuant to
N.J.A.C. 7:11-5.4.

7:11-5.4 Notices of Intent
(a) The Department shall issue a Notice of Intent (NOI) to deny

with respect to any claim which, on its face, does not contain
information sufficient to support a determination that the claim is
eligible for compensation from the Fund. The Department shall issue
a Notice of Intent (NOI) to pay with respect to any claim which
contains sufficient information to support a determination that the
claim is eligible for compensation from the Fund. The Department
shall send the claimant the NOI by certified mail, return receipt
requested.

(b) The claimant shall either accept the NOI or may contest the
NOI by submitting to the Department additional evidence in support
of the claim, and evidence that any material fact set forth in the
NOI is incorrect. Legal arguments will not be accepted. The claimant
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shall submit such evidence within 30 days after the date on which
the claimant received the NOI; provided however, that if the clai­
mant has refused delivery of the NOI, the claimant shall submit such
evidence 30 days after the date the Department mailed the NO!.

(c) In the case of an NOI to deny, if after reviewing the evidence
submitted pursuant to (b) above, the Department determines that
the claim does not clearly fail to satisfy the requirements for eligibili­
ty for compensation from the Fund, then the Department shall
withdraw the NOI and reconsider the claim. However, if after
reviewing the evidence submitted pursuant to (b) above, the Depart­
ment determines that the claim does clearly fail to satisfy the require­
ments for eligibility for compensation from the Fund, then the
Department will process the claim in accordance with N.J.A.C
7:11-5.5. The claimant may contest the Department's final decision
by proceeding in accordance with N.J.A.C 7:11-5.6.

(d) In the case of a NOI to pay, if after reviewing the evidence
submitted pursuant to (b) above, the Department determines that
the claimant has clearly demonstrated its entitlement to a payment
greater than the amount contained in the NOI to pay, then the
Department shall make a new offer of payment with regard to the
claim. However, if after receiving the evidence submitted under (b)
above, the Department determines that the claimant has not clearly
demonstrated its entitlement to a payment greater than the amount
contained in the NOI to pay, then the Department shall issue a final
decision on the claim. If the claimant wishes to contest the Depart­
ment's final decision, the claimant shall proceed in accordance with
N.J.A.C 7:11-5.6.

7:11-5.5 Denials
(a) The Department shall deny the claim after the expiration of

the 3D-day period allotted under N.J.A.C 7:1I-5.4(b), if the claimant
fails to submit any evidence to the Department within the 3D-day
period.

(b) The Department shall deny any claim if, after reviewing the
evidence submitted pursuant to N.J.A.C 7:1I-5.4(b), the Department
determines that the claim clearly fails to satisfy the requirements
for eligibility for compensation from the Fund.

(c) If the Department denies the claim pursuant to this section,
the Department shall prepare a written statement setting forth the
denial and the reasons therefor. The Department shall send the
claimant a copy of the final decision by certified mail, return receipt
requested.

7:11-5.6 Adjudicatory hearings
(a) A claimant may contest a final claim decision by requesting

a hearing before the Office of Administrative Law. The claimant
shall make the request in writing within 30 days after receiving the
Department's written statement under N.J.A.C 7:1I-5.5(c);
provided, however, that if the claimant has refused delivery of the
Department's final decision, the claimant shall make the request for
a hearing within 30 days after the date of mailing of the final
decision. Failure to request a hearing before the expiration of such
3D-day period shall operate as a waiver of any right to have the
claim submitted to a hearing.

(b) A request for a hearing under (a) above shall contain the
following information:

1. A denial of each fact disputed by the claimant which the
Department has asserted in the final claim decision. The claimant's
denial shall fairly meet the substance of the disputed facts, and shall
contain assertions of the facts as the claimant believes them to be;

2. If the claimant asserts that, based upon the facts asserted in
the Department's final claim decision, the Department's decision is
improper as a matter of law, a specific explanation of the legal basis
for that assertion;

3. Copies of written documents which the claimant is relying upon
to support the request, provided, however, that if the claimant has
previously submitted such documents to the Department, a specific
reference to such documents will be sufficient;

4. An estimate of the time required for the hearing; and
5. A request, if necessary, for a barrier-free hearing location for

physically disabled persons.

(c) If the claimant does not submit the information required
under (b) above within the time allotted under (a) above, the
Department, after proper notice to the claimant, may deny the
request.

(d) The Department may require that the claimant submit ad­
ditional information beyond that required under (b) above, if the
Department determines that such information is necessary to provide
the Department with adequate notice of the specific factual or legal
bases for the claimant's objections to the final claim decision.

(e) A request for an adjudicatory hearing shall be filed with the
Department at the following address:

Office of Legal Affairs
ATrENTION: Adjudicatory Hearing Requests
Department of Environmental Protection and Energy
CN 402
Trenton, New Jersey 08625-0402

All such communications regarding adjudicatory hearings for
which a street address is required shall be sent to the following
address:

Office of Legal Affairs
ATrENTION: Adjudicatory Hearing Requests
Department of Environmental Protection and Energy
401 East State Street
Trenton, New Jersey 08609

(f) If the Department grants the hearing request, the Department
shall file the request for a hearing with the Office of Administrative
Law. The hearing shall be held before an administrative law judge
in accordance with the Administrative Procedure Act, N.J.S.A.
52:14B-l et seq., and the Uniform Administrative Procedure Rules,
N.J.A.C 1:1.

SUBCHAPTER 6. CONDITIONS OF PAYMENT

7:11-6.1 Payment of claim
(a) Except as provided in (b) below, the Department shall make

claim payments in a single lump sum payment.
(b) The Department may bifurcate multiple damages filed in a

single claim and make payments separately thereon.
(c) In the event that the total amount of claims awarded exceeds

the current balance of the Fund, each award shall be paid, without
interest, on a prorated basis over time until the awards are paid
in full. Claims initially paid on a prorated basis will be satisfied in
full before any payments are made on new claims.

7:11-6.2 Conditions of payment
(a) No payment of any damages from the Fund shall be made

unless the Department acquires, by subrogation, all rights of the
claimant to recovery of such damages from an owner or operator
or any other responsible party concerning the damages resulting
from the improper operation or improper closure of a sanitary
landfill facility.

1. The claimant shall not prejudice such subrogation rights in any
manner;

2. The claimant shall cooperate fully with the Department in the
preparation of a case for trial, should the Department commence
a civil action to recover any amount awarded; and

3. The claimant shall allow the Department to join his or her claim
with as many claims as the Department may have against any person
in any civil action commenced to recover any amounts awarded.

(b) No payment of any damages from the Fund shall be made
unless the claimant executes a written release of all damages occur­
ring prior to execution of the release except those damages which
could not reasonably have been discovered prior to signing the
release. The release shall satisfy all conditions precedent to payment
of the claim required by this chapter.

(c) In all claims concerning property damage where the Depart­
ment has settled or intends to settle the claims, the claimant shall
include in the agreement of sale and in the deed, a covenant which
shall run with the land indicating that the claimant has negotiated
with the Department for specific enumerated damages and that these
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damages have been satisfied. In the case of property value diminu­
tion claims, such covenant shall state that further payment from the
Fund for similar damage is barred.

(a)
OFFICE OF AIR QUALITY MANAGEMENT
Enhanced Inspection and Maintenance Program
Notice of Proposal of Amendments: N.J.A.C.

7:27-15.4, 7:27A-3.10, and 7:27B-4.5 and 4.6
Notice of Proposal of New Rule: N.J.A.C. 7:27B-4.9
DEPE Docket Number: 56-93-10/340.

Take notice that the Department of Environmental Protection and
Energy (the Department) will be proposing amendments and new rules
at N.J.AC. 7:27-15 (Subchapter 15, Control and Prohibition of Air
Pollution from Gasoline-Fueled Motor Vehicles), N.J.AC. 7:27A-3.1O
(Civil Administrative Penalties for Violations of Rules Adopted Pursuant
to the Act), and N.J.AC. 7:27B-4 (Subchapter 4, Air Test Method 4:
Testing Procedures for Motor Vehicles), its rules governing standards,
corresponding penalties, and testing procedures for the inspection of
motor vehicles. This proposal will be published in the New Jersey
Register on December 6, 1993.

This proposal will supplement the amendments and new rules
proposed by the Department on August 2, 1993 at 25 N.J.R. 3322(a).
On August 2, 1993, the Department of Law and Public Safety, Division
of Motor Vehicles (the DMV) also published a related pre-proposal of
new rules at N.J.AC. 13:20-43 (Subchapter 43, Enhanced Motor Vehicle
Inspection and Maintenance Program) at 25 N.J.R. 3418(a). The Depart­
ment and the DMV jointly held a public hearing on September 17, 1993
on the proposed amendments and new rules and the pre-proposal. These
agencies accepted written comment on the proposal and pre-proposal,
respectively, until the close of the comment period on September 24,
1993.

The United States Environmental Protection Agency (the EPA) has
set forth the performance standard that an enhanced Inspection and
Maintenance (11M) program must meet at 40 C.F.R. 51.351. The goal
of the Department and the DMV has been to adopt an enhanced
11M emission test that would meet EPA's performance requirement while
yielding a throughput rate of at least 15 vehicles per hour in a biennial
inspection program. The EPA had developed a test procedure, the
IM240, which, as part of EPA's model program design, met the required
performance standard. However, the throughput rate for the IM240
would not have exceeded 12.5 vehicles per hour.

Consequently, the Department's August 2, 1993 proposal set forth two
alternative emission testing procedures. Alternative Exhaust Test A is
a shortened version of the IM240. Alternative Exhaust Test B is a steady­
state loaded test known as the Acceleration Simulation Mode (ASM)
5015.

At the September 17, 1993 public hearing, the EPA announced the
release of the finalized version of its "fast-pass/fast-fail" algorithm, which
would lead to early termination of the IM240 exhaust emission test and
the EPA-recommended purge test for those vehicles which would clearly
pass or fail the full 240-second emission test and the purge test. The
purge test is performed simultaneously with the IM240 exhaust emission
test. As reported by the EPA, application of this algorithm would shorten
the EPA's average test time from 240 seconds to approximately 115
seconds and would increase the throughput rate to 20 vehicles per hour.
In a letter from Eugene J. Tierney, Chief of the InspectionlMaintenance
Section of the Office of Mobile Sources for the EPA, to the states dated
September 13, 1993, the EPA has indicated its intent to promulgate
regulations to formally adopt the "fast-pass/fast-fail" algorithm, by
proposing to amend 40 C.F.R. with a new section, 85.2205(a)(4)-(5).

At the time of the Department's original August 2 proposal, the EPA's
"fast-pass/fast-fail" algorithm was in developmental stages at the EPA
and unavailable to the Department. The Department's supplemental
proposal will set forth at N.J.AC. 7:27B-4.5 a third alternative exhaust
emission test procedure, utilizing the EPA's "fast-pass/fast-fail"
algorithm, and will set forth at N.J.AC. 7:27B-4.6 a third alternative
purge test procedure, also utilizing EPA's "fast-pass/fast-fail" algorithm.
Over the next few months, the DMV, in conjunction with the Depart­
ment, will be evaluating the throughput that can be obtained through
the use of the IM240 exhaust emission test using this new algorithm
in a demonstration lane at the DMV's Wayne inspection facility.
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The Department will take into consideration the results of this testing,
and findings of any other studies underway relevant to the effectiveness
of the EPA-recommended alternative exhaust test procedures or to the
effectiveness of the Department's previously proposed Alternative Ex­
haust Tests A and B. In addition, all data obtained on any of the three
alternative purge tests will be considered by the Department. This
material, as well as relevant information submitted to the Department
as part of the public comment on the August 2, 1993 proposal, will be
used by the Department in making the determination as to which of
the alternative exhaust and purge test methods to adopt.

Thus, the Department will be, through this supplemental rule proposal,
soliciting comments on the EPA-recommended alternative procedures.
In addition, the Department is reopening the comment period for
N.J.AC. 7:27B-4.5 as proposed on August 2, 1993, which set forth
Alternative Exhaust Tests A and B, and reopening the comment period
for N.J.AC. 7:27B-4.6 as proposed on August 2, 1993, which set forth
Alternative Purge Tests A and B. The new and reopened comment
periods will close on January 5, 1994. A full description of the Depart­
ment's previously proposed Alternative Exhaust Tests A and Band
Alternative Purge Tests A and B can be found in 25 N.J.R. 3322(a).

A copy of the supplemental proposal of new rules and amendments
is currently available and may be requested from Felice Weiner by
telephone (609) 777-1345, fax (609) 633-6198, or in writing:

Felice Weiner
Air Quality Rule Development
Office of Policy and Planning
CN 418
401 East State Street
Trenton, New Jersey 08625

A public hearing concerning the supplemental proposal will be held
on:

Wednesday, December 22, 1993, 10:00 AM. at:
New Jersey Department of Environmental Protection

and Energy
Hearing Room, 1st Floor
401 East State Street
Trenton, New Jersey 08625

The public is invited to present oral comments at the public hearing
and to submit written comments, identified by DEPE docket number,
by January 5, 1994 to:

Janis Hoagland
Office of Legal Affairs
New Jersey Department of Environmental Protection
and Energy
eN 402
Trenton, N.J. 08625-0402

LABOR

(b)
DIVISION OF VOCATIONAL REHABILITATION

SERVICES
Rules of the Division of Vocational Rehabilitation

Services
Proposed Readoption with Amendments: N.J.A.C.

12:45
Proposed Repeal: N.J.A.C.12:45-3
Authorized By: Raymond L. Bramucci, Commissioner,

Department of Labor.
Authority: NJ.S.A. 34:1-20, 34:1A-3(e), 34:16-20 et seq. and 34

c.P.R. §361.1 et seq.
Proposal Number: PRN 1993-631.

Submit written comments by December 15, 1993 to:
Linda Flores, Special Assistant
External and Regulatory Affairs
Office of the Commissioner
Department of Labor
CN 110
Trenton, New Jersey 08625-0110

The agency proposal follows:
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Summary
Pursuant to Executive Order No. 66(1978), N.J.A.C. 12:45, Division

of Vocational Rehabilitation Services, was scheduled to expire on May
2, 1993. On April 23, 1993, Governor James Florio waived the sunset
provision of Executive Order No. 66(1978) and established December
31, 1993 as the expiration date for the chapter (see 25 N.J.R. 2216(b».

The chapter on the Division of Vocational Rehabilitation Services sets
forth the procedures, standards and criteria used by the Division of
Vocational Rehabilitation Services to provide rehabilitation services to
individuals with disabilities, as well as the procedures and standards used
to defray the costs of transportation of individuals with disabilities who
are certified to participate in community rehabilitation programs certified
to provide this service by the Department of Labor through the Division
of Vocational Rehabilitation Services. The rules in the chapter also
establish the requirements designed to ensure that mobility impaired
residents of New Jersey who are clients of the Division receive equipment
which is functional, safe and durable.

The Department has reviewed these rules, particularly in light of the
1992 Federal amendments to the Rehabilitation Act, P.L. 102-569, and
has determined these rules to be reasonable, necessary, adequate, effi­
cient, understandable and generally responsive to the purposes for which
they were originally promulgated. However, to ensure compliance with
the 1992 Federal amendments to the Act, the rules proposed for readop­
tion in subchapter 1 have been amended to correspond to the Federal
amendments, as summarized below.

Only minor revisions are proposed for subchapter 2 and are sum­
marized below. The Department proposes to repeal subchapter 3 since
automotive adaptive equipment design, fabrication, installation and vehi­
cle modification requirements are more appropriately set by industry and
other standards of the U.S. Veteran's Administration, the Society of
Automotive Engineers, the State Division of Motor Vehicles, etc. The
following more fully describes the proposed amendments to subchapters
1 and 2.

"Person first" language has been proposed throughout the chapter.
Such terms as "the handicapped" or "handicapped individual" have been
replaced with "individuals with disabilities" or "individual with a disabili­
ty." Using language that recognizes that a person with a disability is a
person first and that the disability is only one of the person's charac­
teristics should help dissolve the barriers of psychological exclusivity
promoted by the personification of disabilities. N.J.A.C. 12:45-1.1 sets
forth the purpose and scope of the rules. No substantive changes are
proposed to this section.

The greatest number of changes are required in subchapter 1,
particularly the definitions section, in order to conform to the 1992
Federal amendments. "Competitive work" has been deleted since the
amendments removed restrictions related to numbers of hours worked
per week. "Disabled public safety officer" has been replaced by "public
safety officer" to be consistent with terminology used in the 1992 amend­
ments. "Eligible" or "eligibility" has been deleted from the definitions
since new criteria for eligibility are included under NJ.A.C. 12:45-1.4
as required by the 1992 Federal amendments. "Employability" has been
replaced by "employment outcome" to be consistent with terminology
used in the 1992 amendments. Emphasis is on placing individuals with
disabilities in jobs, preferably competitive jobs in integrated work set­
tings, rather than in making individuals with disabilities employable.
"Evaluation of vocational rehabilitation potential" has been replaced by
"assessment for determining eligibility and vocational rehabiliation needs
since the 1992 Federal amendments establish the presumption" it is
presumed that individuals with disabilities have rehabilitation potential.
Assessments for determining eligibility and vocational rehabilitation
needs emphasize a review of existing data; the obtaining of additional
data only if necessary to identify the rehabilitation needs of the individual
and to develop the rehabilitation program of the individual; and utiliza­
tion of the individual as a primary source of information. "Extreme
medical risk" has been deleted, as there is, given the Federal amend­
ments, no longer any reference to "extreme medical risk" in the proposed
rules.

"Impartial hearing officer" has been amended to conform to the
Federal amendments. The new definition of "impartial hearing officer"
clarifies that Administrative Law Judges, hearing examiners and
employees of public institutions of higher education are not excluded
from being impartial hearing officers on the basis of being employed
by a public agency. It specifically precludes members of the State Re­
habilitation Advisory Council from serving as impartial hearing officers.
It should be noted that the Governor is required by Federal mandate

to establish the State Rehabilitation Advisory Council by October 29,
1993 and to appoint its members. It is therefore expected that the
individuals who will be unable to serve as impartial hearing officers under
the amended rules will be identified at the time of adoption of the rules.
The new definition also clarifies the impartial hearing officer's need for
knowledge of vocational rehabilitation services by including knowledge
of the State Plan and the Federal and state rules governing the provision
of such services as a requirement and adds the requirement that impartial
hearing officers have training with respect to the performance of official
duties.

The terms "individual with handicaps" and "individual with severe
handicaps" have been changed to "individual with a disability" and
"individual with a severe disability" respectively, and the definitions of
these terms have been changed to conform to the Federal amendments.
The term "individual with a most severe disability" has been added and
relates to the number of functional capacities affected as a result of an
impairment. The 1992 Federal amendments require each state to define
"individual with a most severe disability." The Department proposes to
define this category of individuals by minimizing the distinctions between
an individual with a disability and an individual with a most severe
disability. Hence, the only difference in these two categories lies in the
number of functional capacities affected by an impairment. The defini­
tion of "physical and mental restoration services" has been deleted, and
such services have been incorporated at N.J.A.C. 12:45-1.13, Vocational
rehabilitation services. "Rehabilitation engineering" has been replaced
by "rehabilitation technology" which includes rehabilitation engineering,
assistive technology devices and assistive technology services. "Substan­
tial handicap to employment" has been deleted because, pursuant to the
1992 Federal amendments, it is no longer an eligibility criterion; it has
been replaced with "impediment to employment." The former term was
part of the eligibility criteria prior to the 1992 Federal amendments, but
is no longer used.

"Supported employment" has been changed to conform with the
Federal amendments; it is limited to individuals with the most severe
disabilities who, because of the nature and severity of their disabilities,
need intensive supported employment services or extended services in
order to perform work. "Physical and mental disability" has been
replaced by "disability." "Community rehabilitation program" has been
added to subchapter 1 and a more specific and narrower definition of
that term has replaced "sheltered workshop" in subchapter 2. Communi­
ty rehabilitation programs are eligible for establishment, development
and improvement grants to benefit groups of individuals as cited at
N.J.A.C. 12:45-1.13(b). Prior to the 1992 Federal amendments, such
grants were limited to rehabilitation facilities. The term "rehabilitation
facility" was changed to "community rehabilitation program" to include
those programs that deliver their services in the community (work sites,
homes, along travel routes, etc.) rather than in a facility. Definitions for
the terms "personal assistance services," "extended services," "on-going
support services," "supported employment services," and "transition
services" have been added to subchapter 1 and the term "personal auto"
to subchapter 2. The definition of "supported employment services"
provides for special circumstances under which the Division may extend
supported employment services for more than 18 months and includes
circumstances in which there is a reason to believe that an extension
would allow the eligible individual to achieve the objectives identified
in the individualized written rehabilitation program.

N.J.A.C. 12:45-1.3(f) adds the requirement that eligibility decisions be
made within 60 days after the individual has submitted an application
to receive services, unless the counselor notifies the individual that
exceptional and unforeseen circumstances preclude completing the de­
termination and the individual agrees to an extension of time, or an
extended evaluation is required as determined by the counselor.

Attitudinal and technology-related advances are reflected throughout
the amendments. There is a presumption that individuals with disabilities
can benefit from vocational rehabilitation services in terms of an employ­
ment outcome unless the Division can demonstrate by clear and convinc­
ing evidence that the individual cannot benefit. Although the "clear and
convincing evidence" standard is not new to the legal arena, the appli­
cation of the standard is new to the vocational rehabilitation context.
Inasmuch as the Federal regulations are still pending, the Department
proposes to utilize the definition of the standard which appears in Black's
Law Dictionary, Centennial Edition (1989-1991), until such time as
further guidance is forthcoming from the Federal government. The "clear
and convincing evidence" standard raises the required proof for a finding
by the Division that the individual with a disability cannot benefit from
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vocational rehabilitation services, consistent with the presumption that
disabled individuals have rehabilitation potential. These changes are
reflected in the eligibility criteria at N.J.A.C. 12:45-1.4, the preliminary
assessment at NJ.A.C. 12:45-1.5, the comprehensive assessment rules
proposed at N.J.A.C. 12:45-1.6, the extended evaluation rules set out
at N.J.A.C. 12:45-1.7 and the certifications of eligibility, extended evalua­
tion and ineligibility contained in N.J.A.C. 12:45-1.8. A statement has
been proposed to NJ.A.C. 12:45-1.8 which requires that an extended
evaluation to be conducted in those cases in which it appears that an
ineligibility decision may be forthcoming based upon the severity of the
disability of an individual. This provision is required by the 1992 Federal
amendments.

Both the preliminary assessment and comprehensive assessment found
at NJ .A.c. 12:45-1.5 and 1.6 stress the use of existing data to expedite
the eligibility determination, identify the rehabilitation needs of the
individual, develop the rehabilitation program, conserve resources and
eliminate duplication of effort.

Proposed amendments to the order of selection for services at NJ.A.C.
12:45-1.9 are made to conform to the Federal requirement that in­
dividuals with the most severe disabilities be served first when all eligible
individuals with disabilities who apply for services cannot be served.
Current Federal policy prohibits states from establishing other priority
categories based upon the particular service needs or anticipated cost
of services required by an individual. Federal law also requires states
to give priority to eligible public safety officers as defined at NJ.A.C.
12:45-1.2.

N.J.A.C. 12:45-1.10 requires that each counselor maintain a case
record for each applicant for, or recipient of, vocational rehabilitation
services and describes the type of information which is to be included
therein. No change is proposed for this section.

N.J.A.C. 12:45-1.11 requires the counselor to develop an individualized
written rehabilitation program (IWRP) whenever it is determined that
an individual is eligible for vocational rehabilitation services or that an
extended evaluation is necessary to determine eligibility, and sets forth
the procedures which are to be followed in the development of the
IWRP, including monitoring and review. Only two minor changes in
language are being made consistent with the Federal mandates.

Proposed amendments to the "contents of the individualized written
rehabilitation program (IWRP)" found at NJ.A.C. 12:45-1.12 in­
corporate the increased consumer involvement and choice in both the
development and implementation of the program; the increased
emphasis on placement in integrated settings; and the consideration of
rehabilitation technology, personal assistance services and post-employ­
ment services. NJ.A.C. 12:45-1.12 also reflects a relaxation of the max­
imum duration of time-limited services and a broadening of sources for
extended services for individuals with the most severe disabilities for
whom a vocational objective of supported employment has been de­
termined to be appropriate. All of the proposed amendments to N.J.A.C.
12:45-1.12 were made to conform with the 1992 Federal amendments.

NJ.A.C. 12:45-1.13 has been expanded to include personal assistance
and transition services, and maintenance has been limited to "additional
costs incurred while participating in rehabilitation." The establishment,
development or improvement of community rehabilitation programs to
benefit groups of individuals must be used to provide services that
promote integration and competitive employment, which is a significant
departure from the promotion of the extended or sheltered employment
programs. Technical assistance and support services to businesses not
subject to Title I of the Americans with Disabilities Act and seeking
to employ individuals with disabilities have been added as vocational
rehabilitation services. All of the changes to N.J.A.C. 12:45-1.13 were
made to conform to the 1992 Federal amendments.

N.J.A.C. 12:45-1.14 includes elements required to determine that an
indivdiual has been rehabilitated. The requirement that the individual
be provided "an evaluation of vocational rehabilitation potential" has
been deleted to be consistent with the presumption of rehabilitation
potential embraced by the 1992 Federal amendments.

No changes are proposed to N.J.A.C. 12:45-1.15 at this time. This
section describes the participation by clients in the cost of vocational
rehabilitation services. Federal regulations permit each state to consider
the financial need of clients in determining the client's participation in
the costs of all vocational rehabilitation services except; assessments for
determining eligibility and vocational rehabilitation needs, including vo­
cational rehabilitation services provided during an extended evaluation
for purposes of assessment; counseling, guidance, and referral services;
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and placement services. The section is presently being reviewed and
public input will be solicited before any changes are proposed.

The principal changes proposed at NJ.A.C. 12:45-1.16 include the
circumstances under which and to whom the Division may release
personal information. Federal reviews of Division case records have
resulted in a Federal directive that the circumstances under which and
to whom personal information may be released by the Division be
included in Division policy. While Federal law does not specifically
require that these circumstances be detailed in regulations, the Depart­
ment believes it is in the public interest to describe these circumstances
by regulation rather than through internal policy directives. Because of
the Federal mandate, however, the Department was unable to solicit
input from the public before the rules were proposed. Therefore, the
public comments submitted on this sensitive area will be given special
attention before adoption of the final rule.

Amendments are proposed at N.J.A.C. 12:45-1.17 regarding the rights
of applicants/clients to appeal decisions of the Division and to distinguish
between administrative reviews before a Division administrator and fair
hearings before an impartial hearing officer. Applicants/clients may re­
quest either a review or hearing or both a review and hearing. Fair
hearings are required by Federal law. Administrative reviews are
proposed for more expeditious and less costly resolution of appeals;
however, applicants/clients availing themselves of the administrative re­
view process retain their right to a fair hearing.

It is anticipated that regulations for P.L. 102-569 will be promulgated
at the Federal level, at which time additional amendments to this
subchapter may be required. It is also hoped that Federal regulations
will address the application of the "clear and convincing evidence"
standard to ineligibility determinations and the involvement of in­
dividuals with disabilities in choosing among alternative services, entities
providing such services and methods used to provide or procure such
services within the constraints of reasonable fees for necessary services.

As to subchapter 2, only minor revisions were made. NJ.A.C. 12:45-2.1
sets forth the purpose and scope of the subchapter and N.J.A.C. 12:45-2.2
defines the words and terms used in the subchapter. No changes are
proposed to these sections.

At N.J.A.C. 12:45-2.3(b), reporting dates were changed to allow com­
munity rehabilitation programs to complete their surveys for two six­
month periods within the same State fiscal year so that payments can
be made from the appropriate appropriation as soon as possible. The
proposed reporting dates are August 1 (for the preceding six months
of January 1 through June 30) and February 1 (for the preceding six
months of July 1 through December 31) instead of June 1 and December
1. The mode of transportation rules were expanded to include personal
autos to reflect transportation systems actually used by individuals at
NJ.A.c. 12:45-2.2.

The rules governing the method of payment found at NJ.A.C.
12:45-2.4 were changed to insure an equitable distribution of reimburse­
ments proportionate to the individual's costs.

The percentage of an individual's costs which will be reimbursed will
be determined by dividing the amount of the total appropriation awarded
for travel expenses by the total of all clients' reimbursable costs. This
percentage will be applied across the board to all clients so that each
client is reimbursed the same percentage of his or her costs in the same
fiscal year.

Finally, subchapter 2's instructions for completing the transportation
survey (see Appendix A) and the survey itself were simplified to include
only that information which is essential for an equitable distribution of
funds to eligible individuals.

With regard to subchapter 3, the Department proposes to repeal the
subchapter. Subchapter 3, which describes the requirements for vehicle
modifications and auto adaptive devices, has been, at best, only informa­
tional. The standards contained therein are established by the industry
and the Department had attempted to centralize this information.
However, the rules are extremely technical and as such are not readily
understandable by the consuming public. Moreover, the Department
believes that its promulgation of these rules may mislead the public by
suggesting that the Department has "approved" these standards, when
in fact these rules do not reflect the expertise of the Division, but rather,
reflect the standards established by the industry, the U.S. Veteran's
Administration, the Society of Automotive Engineers, the State Division
of Motor Vehicles, etc. The information contained in the subchapter may
be obtained directly from the sources involved and individuals interested
in doing so may contact the Division for address information. According-
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Iy, under these circumstances, the Department has determined that it
would be prudent to repeal this subchapter.

Social Impact
The proposed readoption with amendments of the standards,

procedures and criteria are designed to govern the provision of vocational
rehabilitation services by the Division of Vocational Rehabilitation
Services of the Department of Labor. The current proposal has been
modified to incorporate the Federal mandates which were adopted in
the Rehabilitation Act of 1992, P.L. 102-569. The community of in­
dividuals with disabilities, the Department and the general public is
expected to benefit by the readoption of standards in this area, particular­
ly the amendments needed to ensure compliance with the Federal
government's requirements.

Many of the amendments are proposed to recognize that individuals
with disabilities can and do perform meaningful work in integrated
settings and that they should play a major role in choosing among
alternative goals, objectives, services, entities providing service and
methods used to procure services. The recognition of the abilities of
individuals with disabilities and their right to make informed choices are
reflected throughout the proposed rules by using more respectful "person
first" language and presuming that they can benefit from carefully chosen
services from within a broader array of services. These changes which
are particularly evident in the definitions section (N.JA.C. 12:45-1.2),
the eligibility criteria (N.J.A.C. 12:45-1.4), the assessments (N.J.A.C.
12:45-1.5 and 1.6), the extended evaluation (N.J.A.C. 12:45-1.7), the
certifications (N.J.A.C. 12:45-1.8), the contents of the IWRP (N.J.A.C.
12:45-1.12) and the vocational rehabilitation services (N.J.A.C.
12:45-1.13) will directly benefit the individuals with disabilities and will
help eliminate barriers faced by people with disabilities. The public and
the Department will also benefit by the increased participation of this
untapped resource, individuals with disabilities, in community activity and
work.

The removal of "an average of at least twenty hours of work per week"
from the definition of "competitive work" makes it possible for in­
dividuals with the most severe disabilities who cannot reach that
minimum average to still participate in supported employment. This
change, required by the 1992 Federal amendments, may divert resources
to individuals with the most severe disabilities from other eligible in­
dividuals with disabilities. As a result the Department may reach fewer
individuals; however, those being served require the most extensive
services.

Emphasis on employment outcomes and more placements in inte­
grated settings should benefit individuals with disabilities, the public and
the Department by making individuals with disabilities more independent
and self-supporting. Rehabilitation facilities maintaining segregated pro­
grams may be negatively impacted by a reduction in referrals for service.

The presumption that individuals with disabilities can benefit from
vocational rehabilitation services reflected at N.J.A.C. 12:45-1.4, 1.5, 1.7,
1.8 and the replacement of the term "evaluation of rehabilitation poten­
tial" with "assessment for determining eligibility" will benefit individuals
with disabilities. The impact on the public and the Department depends
upon the validity of the presumption which is contained in the 1992
Federal amendments. If valid, all segments of society will benefit; if
invalid, resources will be expended without achieving employment out­
comes for some individuals while others may not be served because of
insufficient resources.

Determinations of eligibility will be expedited, thereby benefitting
individuals with disabilities, the public and the Department because the
Division will be able to use existing data and information obtained from
clients from the preliminary assessments, comprehensive assessments and
other sections of the subchapter, and implied in the deletion of the
evaluation requirement at N.J.A.C. 12:45-1.4. This will eliminate duplica­
tion of services and maximize resources.

The addition of the term "individual with a most severe disability"
in the definitions, as a condition of supported employment and in the
order of selection for services at N.J.A.C. 12:45-1.9 places increased
emphasis on providing services to this group of individuals. This group
will benefit. Eligible individuals with less severe disabilities may be
required to locate supplemental resources and utilize alternative training
services outside of the traditional vocational rehabilitation system.

The expansion of the definition of "assistive technology" should ben­
efit individuals with disabilities, the public and the Department by allow­
ing the utilization of more devices and services to improve the functional
capacities of individuals with disabilities.

The addition of "personal assistance service" as a vocational rehabilita­
tion service will benefit individuals with severe disabilities. When re­
sources are limited, individuals with less severe disabilities may ex­
perience limitations in accessing services and be required to utilize
alternative resources provided through agencies and providers outside
of the Department.

The addition of "transition services" as a vocational rehabilitation
service will benefit students moving from secondary education to post­
secondary activities. The provision of transition services will result in the
avoidance of any gaps in programming for students. Students, their
families, the public and the Department will benefit from this coordi­
nated set of activities.

The application of the "clear and convincing" standard contained in
the amendment at N.J.A.C. 12:45-1.7 to determinations of eligibility
based upon a determination that an individual cannot benefit from
vocational rehabilitation services in terms of an employment outcome
will benefit individuals with disabilities by maximizing the opportunity
to benefit from vocational rehabilitation services. To the extent additional
resources may be needed to meet the standard, this new standard may
adversely affect the total pool of individuals able to be served because
of limitations in resources; however, the standard provides greater as­
surance that individuals will receive appropriate services. The require­
ment that the Division conduct an extended evaluation before issuing
a certificate of ineligibility pursuant to proposed N.J.A.C. 12:45-1.8 will
have a similar impact as that of the "clear and convincing" standard.

The amendments to the order of selection found at N.J.A.C. 12:45-1.9
will benefit individuals with the most severe disabilities, should have
minimal impact on individuals with severe disabilities and will adversely
impact individuals with less severe disabilities because of a lack of
resources. Proposed N.J.A.C. 12:45-1.10 will benefit individuals with
disabilities, the Department and the public by setting standards for the
maintenance of individual case records with which to administer the
program. In a similar manner, proposed N.J.A.C. 12:45-1.11, which sets
forth the procedures for the individualized written rehabilitation program
(IWRP), benefits the clients served, the Department and the public.

Proposed N.J.A.C. 12:45-1.12 emphasizes the mutual participation of
the vocational rehabilitation client in choosing the direction of his or
her personal vocational objective. The increased emphasis on placement
in integrated settings, the consideration of rehabilitation technology,
personal assistance services, and post-employment services relative to
each objective which must be met for an individual to achieve his or
her goals creates considerably more work for the Department; however,
this increased workload will benefit individuals with disabilities.

N.J.A.C. 12:45-1.13 regarding vocational rehabilitation services,
particularly the addition of personal assistance services and transition
services will benefit individuals with disabilities as mentioned in the
definitions section above.

The readoption of N.J.A.C. 12:45-1.15 regarding the participation by
clients in the cost of vocational rehabilitation services benefits those
clients with the least resources the most and those clients with the most
resources the least. The public and Department benefit from a
reasonable distribution of available resources.

Proposed N.J.A.C. 12:45-1.16 regarding the release of personal in­
formation protects the privacy rights of individuals with disabilities and
protects the Department by providing guidelines for the release of client
information to others.

The appeal rights set forth at N.J.A.C. 12:45-1.17 benefits individuals
with disabilities by affording them the right to both an administrative
review and a fair hearing. There are additional burdens on state govern­
ment because of a restricted definition of "impartial hearing officer;"
however, the State's Office of Administrative Law will be able to meet
these responsibilities.

The addition of "personal auto" at N.J.A.C. 12:45-2.1 and 2.2 benefits
individuals with disabilities who use this mode of transport to their
extended employment site by recognizing such transportation expenses
as reimbursable. There is no impact on the public or Department.

N.J.A.C. 12:45-2.3 and Appendix A have no impact on individuals with
disabilities or the public. The Department and community rehabilitation
programs benefit from a simplified reporting format and more reasonable
time frames for reporting.

The ammendments at N.J.A.C. 12:45-2.4 and 2.5 concerning methods
of payment and disbursement of funds benefit individuals with disabilities
and the Department by simplifying calculations and providing an
equitable distribution of funds based on actual allowable costs rather
than projected need. There is no impact on the public.
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Economic Impact
The vocational rehabilitation program facilitates the employment of

individuals with disabilities. Their status as wage earners is beneficial
by providing a measure of economic self-sufficiency. The public and the
Department also benefit in the form of tax contributions and other
revenues which support the economy. Achievement of employment goals
is also expected to lessen economic dependence on the State. Society
benefits from their increased productivity, self-sufficiency and economic
independence. Accordingly, the overall economic impact of the proposed
rules is expected to be positive for individuals with disabilities, the public
and the Department, despite the possibility of some negative economic
impact to certain groups of individuals occasioned by the changes re­
quired by the 1992 Federal amendments.

Specifically, the presumption that individuals with the most severe
disabilities can benefit from vocational rehabilitation services which
permeates these rules will economically benefit individuals with the most
severe disabilities who may otherwise have been denied vocational re­
habilitation services or have been provided a more narrow array of
services. Individuals with the most severe disabilities and individuals with
severe disabilities as defined in the proposed rules will realize the
greatest benefit, while individuals with less severe disabilities will benefit
less directly if there are insufficient resources. To the extent that fewer
individuals are served, the general public is affected by the loss of
revenues to the State generated through the employment of individuals
with disabilities. In addition, the State may be required to allocate
additional resources from its general revenues to service individuals with
disabilities who could not otherwise be served by the Division. Changes
in the order of selection at N.J.A.C. 12:45-1.9 and the addition of
personal assistance services as an additional vocational rehabilitation
service will have a similar impact.

In light of the recent Federal amendments, the Department has no
experiential data with which to project the costs associated with clients'
choices in terms of alternative goals, objectives, services, entities provid­
ing service and methods used to procure services. While efforts will be
made to contain costs, increased costs per person served may result.
However, to the extent individuals with disabilities achieve their vocation­
al rehabilitation goals, these individuals will generate revenues which will
benefit the State.

The emphasis by the rules on employment outcomes and more place­
ment in integrated settings should be of economic benefit to individuals
with disabilities, the Department and the public because wages paid at
integrated settings are generally higher than those at segregated settings.
Rehabilitation facilities maintaining segregated programs may experience
a negative financial impact since it is expected that there will be a
decrease in the number of referrals to these facilities.

The data and information obtained from clients through the appli­
cation and referral, preliminary assessment, and comprehensive
assessment processes under N.J.A.C. 12:45-1.3, 1.5 and 1.6 respectively,
and implied in the deletion of the evaluation requirement of N.J.A.C.
12:45-1.14 should provide an economic benefit to clients, the public and
the Department by making resources that would otherwise have been
used for evaluations available for additional services.

The application of the "clear and convincing" standard (N.J.A.C.
12:45-1.7), the requirement that the Division conduct an extended
evaluation under certain circumstances (N.J.A.C. 12:45-1.8), the increase
in documentation requirements (N.J.A.C. 12:45-1.9) and the amend­
ments to appeal rights (N.J.A.C. 12:45-1.17) require the expenditure of
funds to ensure that all potentially eligible individuals with disabilities
are provided with a significant opportunity to achieve their vocational
rehabilitation objectives. In addition, funds must be allocated for the
conduct of fair hearings to ensure an objective review of the program's
decisions; however, the provision of administrative reviews will ensure
that appeals can be resolved expeditiously and at less costs, where
possible. These are necessary costs for the proper administration of the
program. To the extent hindsight reveals that individuals are ineligible
for services, resources may be diverted from eligible individuals who
could have benefitted from services in terms of an employment outcome
to documenting ineligibility decisions and providing services to in­
dividuals who ultimately do not benefit in terms of an employment
outcome.

The proposed rule at N.J.A.C. 12:45-1.13 which limits maintenance
payments to "additional costs incurred while participating in rehabilita­
tion" rather than the pre-1992 "estimated cost of subsistence" level will
make more resources available for the provision of vocational rehabilita­
tion services to eligible individuals. To the extent individuals received
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the funds under the previous rule, these individuals will be adversely
affected; however, the economic impact is likely not to be significant
because of the very modest level of support being given.

The proposed readoption of N.J.A.C. 12:45-1.15 regarding the
participation by clients in the cost of vocational rehabilitation services
allocates resources based upon economic need. As a result, those clients
with the least resources are provided greater financial support while
those clients with greater resources are assisted to a lesser extent. The
public and Department benefit from an equitable distribution of available
resources so that the greatest number of individuals reach their vocation­
al rehabilitation goals.

The amendments at N.J.A.C. 12:45-2 benefit all eligible individuals
by providing a formula which reimburses clients based on the percent
of all total travel expenses that can be covered in a given fiscal year.
The percentage is applied to each client, thereby equally distributing the
available funds. Clients are adversely affected if the funds are insufficient
to cover 1()() percent of their expenses.

Regulatory Flexibility Analysis
The rules proposed for readoption with amendments govern the ad­

ministration and implementation of vocational rehabilitation services
provided by the Division. No requirements are imposed on small busi­
nesses, as that term is defined under the Regulatory Flexibility Act,
NJ.S.A. 52:148-16 et seq., with the possible exception of the requirement
imposed on community rehabilitation programs by amended NJ.A.C.
12:45-2.3 to submit to the Division biannual surveys of client transporta­
tion needs. Preparation and submission of the surveys will not cause
significant costs to be incurred, and no professional services need be
employed. As the information provided is necessary for the Division to
establish categories of expenses as a basis for transportation reimburse­
ment, no lesser requirement or exemption can be provided.

Full text of the proposed readoption may be found in the New
Jersey Administrative Code at N.J.A.C. 12:45.

Full text of the proposed repeal may be found in the New Jersey
Administrative Code at N.J.A.C. 12:45-3.

Full text of the proposed amendments follows (additions indicated
in boldface thus; deletions indicated in brackets [thus]):

SUBCHAPTER 1. PROCEDURES AND STANDARDS

12:45-1.1 Purpose and scope
(a) The purpose of this subchapter is to set forth the procedures,

standards and criteria used by the Division of Vocational Rehabilita­
tion Services to rehabilitate individuals with [handicaps1 disabili­
ties.

(b) (No change.)

12:45-1.2 Definitions
The following words and terms, when used in this chapter, shall

have the following meanings unless the context clearly indicates
otherwise.

"Act" means the Rehabilitation Act, 29 U.S.c. §§701 et seq., as
amended by the Rehabilitation Act Amendments of 1992, P.L.
102-569.

["Competitive work," as used in the definition of "supported
employment," means work that is performed on a full-time basis
or on a part-time basis, averaging at least 20 hours per week for
each pay period, and for which an individual is compensated in
accordance with the Fair Labor Standards Act, 29 U.S.C. §§201 et
seq.]

"Assessment for determining eligibility and vocational rehabilita­
tion needs" means, as appropriate in each case:

1. A review of existing data:
i. To determine whether an individual is eligible for vocational

rehabilitation services; and
ii. To assign the priority described in the order of selection found

at N.J.A.C. 12:45-1.9;
2. To the extent additional data is necessary to make the de­

termination and assignment in 1 above, a preliminary assessment
of such data (induding the provision of goods and services during
such assessment);

3. To the extent additional data is necessary, a comprehensive
assessment (induding the administration of the assessment) of the
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unique strengths, resources, priorities, interests and needs, includ­
ing the need for supported employment, of an eligible individual
to make a determination of the goals, objectives, nature and scope
of vocational rehabilitation services to be included in the in­
dividualized written rehabilitation program of the individual, which
comprehensive assessment:

i. Is limited to the information that is necessary to identify the
rehabilitation needs of the individual and to develop the rehabilita­
tion program of the individual;

ii. Uses, as a primary source of such information, to the maximum
extent possible and appropriate and in accordance with confiden­
tiality requirements;

(1) Existing information; and
(2) Such information as can be provided by the individual and,

where appropriate, by the family of the individual.
iii. May include, to the degree needed to make such a determina­

tion, an assessment of the personality, interests, interpersonal skills,
intelligence and related functional capacities, educational achieve­
ments, work experience, vocational aptitudes, personal and social
adjustments, and employment opportunities of the individual, and
the medical, psychiatric, psychological, and other pertinent vocation­
al, educational, cultural, social, recreational and environmental fac­
tors, that affect the employment and rehabilitation needs of the
individual; and

iv. May include an appraisal of the patterns of work behavior
of the individual and services needed for the individual to acquire
occupational skills and to develop work attitudes, work habits, work
tolerance, and social and behavior patterns necessary for successful
job performance, including the utilization of work in real job situa­
tions to assess and develop the capacities of the individual to
perform adequately in a work environment; and

4. Referral;
i. Where appropriate, the provision of rehabilitation technology

services to an individual with a disability to assess and develop the
capacities of the individual to perform in a work environment;

ii. The provision of vocational rehabilitation services to an in­
dividual for a total period not in excess of 18 months for the limited
purpose of making determinations regarding whether an individual
is eligible for vocational rehabilitation services and regarding the
nature and scope of vocational rehabilitation services needed for
such individual; and

iii. An assessment at least once in every 9O-day period during
which such services are provided, of the results of the provision of
such services to an individual to ascertain whether any of the
determinations described in subparagraph 4ii above may be made.

"Clear and convincing evidence" means that proof which results
in reasonable certainty of the truth of the ultimate fact in con­
troversy. Clear and convincing proof will be shown where the truth
of the facts asserted is highly probable.

"Community rehabilitation program" means a program that
provides directly, or facilitates the provision of, vocational re­
habilitation services to individuals with disabilities and that
provides, singly or in combination, for an individual with a disability
to enable the individual to maximize opportunities for employment,
including career advancement:

1. Medical, psychiatric, psychological, social and vocational
services that are provided under one management;

2. Testing, fitting, or training in the use of prosthetic and orthotic
devices;

3. Recreational therapy;
4. Physical and occupational therapy;
5. Speech, language and hearing therapy;
6. Psychiatric, psychological and social services, including

positive behavior management;
7. Assessment for determining eligibility and vocational re-

habilitation needs;
8. Orientation and mobility services for individuals who are blind;
9. Extended employment;
10. Psychosocial rehabilitation services;
11. Supported employment services and extended services;
12. Services to family members when necessary to the vocational

rehabilitation of the individual;

13. Personal assistive services; or
14. Services similar to the services described in paragraphs 1

through 13 above.
"Disability" means a physical or mental impairment that con­

stitutes or results in a substantial impediment to employment.
["Disabled public safety officer" means a non-severely disabled

individual whose handicapping condition arose from a disability
sustained in the line of duty while performing as a public safety
officer and the immediate cause of such disability was a criminal
act, apparent criminal act, or a hazardous condition resulting directly
from the officer's performance of duties in direct connection with
the enforcement, execution, and administration of law or fire preven­
tion, firefighting, or related public safety activities.]

"Division" means the Division of Vocational Rehabilitation
Services (DVRS), New Jersey Department of Labor.

["Eligible" or "eligibility," when used in relation to an individual's
qualification for vocational rehabilitation services, refers to a
certification that:

1. An individual has a physical or mental disability which for that
individual constitutes or results in a substantial handicap to employ­
ment; and

2. Vocational rehabilitation services may reasonably be expected
to benefit the individual in terms of employability.

"Employability" means a determination that, with the provision
of vocational rehabilitation services, the individual is likely to enter
or retain, as a primary objective, full-time employment, or, if ap­
propriate, part-time employment, consistent with the capacities or
abilities of the individual in the competitive labor market; the prac­
tice of a profession; self-employment; homemaking; farm or family
work (including work for which payment is in kind rather than in
cash); sheltered employment; home-based employment; supported
employment; or other gainful work.]

"Employment outcome" means, with respect to an individual,
entering or retaining full-time or, if appropriate, part-time com­
petitive employment in the integrated labor market (including satis­
fying the vocational outcome of supported employment) or satisfying
any other vocational outcome the Secretary of the U.S. Department
of Education may determine consistent with the Act.

["Evaluation of vocational rehabilitation potential" means, as ap­
proriate, in each case:

1. A preliminary diagnostic study to determine that the individual
has a substantial handicap to employment, and that vocational re­
habilitation services are needed;

2. A diagnostic study consisting of a comprehensive evaluation of
pertinent medical, psychiatric, psychological, vocational, educational,
cultural, social, recreational, and environmental factors which bear
on the individual's handicap to employment and rehabilitation poten­
tial including, to the degree needed, an evaluation of the individual's
employability, personality, intelligence level, educational achieve­
ments, work experience, vocational aptitudes and interests, personal
and social adjustments, employment opportunities, and other perti­
nent data helpful in determining the nature and scope of services
needed;

3. An appraisal of the individual's patterns of work behavior and
ability to acquire occupational skill, and to develop work attitudes,
work habits, work tolerance, and social behavior patterns suitable
for successful job performance, including the utilization of work
simulated or real, to assess and develop the individual's capacities
to perform adequately in a work environment;

4. Any other goods or services provided for the purposes of
ascertaining the nature of the handicap and whether it may re­
asonably be expected that the individual can benefit from vocational
rehabilitation services;

5. Referral;
6. The administration of these evaluation services;
7. The provision of vocational rehabilitation services to any in­

dividual for a total period not in excess of eighteen months for the
purpose of determining whether such individual is an individual with
handicaps, an individual with handicaps for whom a vocational goal
is not possible or feasible, or neither such individual; and an
assessment, at least once in every ninety-day period during which
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such services are provided, of the results of the provision of such
services to an individual to ascertain whether any of the determina­
tions described in the preceding clause of this paragraph may be
made; and

8. Where appropriate, the provision of rehabilitation engineering
services to any individual with a handicap to assess and develop the
individual's capacities to perform adequately in a work environment
(see 29 U.S.c. sec. 706(5».]

"Extended services" means ongoing support services and other ap­
propriate services, needed to support and maintain an individual with
the most severe disability in supported employment, that:

1. Are provided singly or in combination and are organized and made
available in such a way as to assist an eligible individual in maintaining
integrated, competitive employment;

2. Are based on a determination of the needs of an eligible indivdual,
as specified in an individualized written rehabilitation program; and

3. Are provided by a State agency, a nonprofit private organization,
employer, or any other appropriate resource, after an individual has
made the transition from services provided by the Division.

["Extreme medical risk" means a risk of substantially increasing func­
tional impairment or risk of death if medical services are not provided
expeditiously.]

"Family member" or "member of the family" means any relative by
blood or marriage of an individual with [handicaps] a disability and any
other individual living in the same household with whom the individual
with [handicaps] a disability has a close interpersonal relationship:

["Impartial hearing officer" means an individual:
1. Who is not an employee of a public agency that is involved in any

decision regarding the furnishing or denial of rehabilitation services to
a vocational rehabilitation applicant or client. An individual is not an
employee of a public agency solely because the individual is paid by the
agency to serve as a hearing officer;

2. Who has not been involved in previous decisions regarding the
vocational rehabilitation applicant or client;

3. Who has background and experience in, and knowledge of, the
delivery of vocational rehabilitation services; and

4. Who has no personal or financial interest that would be in conflict
with the individual's objectivity.]

"Impartial hearing officer" means:
1. An individual who:
i. Is not an employee of a public agency (other than an administrative

law judge, hearing examiner, or employee of an institution of higher
education);

ii. Is not a member of the State Rehabilitation Advisory Council
created by the Governor by Executive Order;

iii. Has not heen involved in previous decisions regarding the voca­
tional rehabilitation of the applicant or client;

iv. Has knowledge of the delivery of vocational rehabilitation services,
the State Plan and the Federal and State rules governing the provision
of such services and training with respect to the performance of official
duties; and

v. Has no personal or financial interest that would be in conflict with
the objectivity of the individual.

2. An individual shall not be considered to be an employee of a public
agency for purposes of subparagraph Ii above solely because the in­
dividual is paid by the agency to serve as a hearing officer.

["Individual with handicaps" means an individual:
1. Who has a physical or mental disability which for that individual

constitutes or results in a substantial handicap to employment; and
2. Who can reasonably be expected to benefit in terms of employability

from the provision of vocational rehabilitation services, or for whom an
extended evaluation of vocational rehabilitation potential is necessary to
determine whether the individual might reasonably be expected to ben­
efit in terms of employability from the provision of vocational rehabilita­
tion services.

"Individual with severe handicaps" means an individual:
1. Who has a severe physical or mental disability which seriously limits

one or more functional capacities (mobility, communication, self-care,
self-direction, work tolerance, or work skills) in terms of employability;

2. Whose vocational rehabilitation can be expected to require multiple
vocational rehabilitation services over an extended period of time; and

3. Who has one or more physical or mental disabilities resulting from
amputation, arthritis, cancer, cerebral palsy, cystic fibrosis, deafness,
heart disease, hemiplegia, hemophilia, respiratory or pulmonary dysfunc­
tion, mental retardation, mental illness, multiple sclerosis, muscular
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dystrophy, musculo-skeletal disorders, neurological disorders (including
stroke and epilepsy), paraplegia, quadriplegia, and other spinal cord
conditions, sickle cell anemia, specific learning disability, and end-stage
renal disease, or another disability or combination of disabilities de­
termined on the basis of an evaluation of rehabilitation potential to cause
comparable substantial functional limitation.]

"Individual with a disability" means any individual who:
1. Has a physical or mental impairment which for such individual

constitutes or results in a substantial impediment to employment; and
2. Can benefit in terms of an employment outcome from vocational

rehabilitation services.
"Individual with a severe disability" means an individual with a

disability:
1. Who has a severe physical or mental impairment or combination

of impairments which seriously limits one functional capacity (such as
mobility, communication, self-care, self-direction, interpersonal skills,
work tolerance or work skills) in terms of an employment outcome; and

2. Whose vocational rehabilitation can be expected to require multiple
vocational rehabilitation services over an extended period of time.

"Individual with a most severe disability" means an individual with
a disability:

1. Who has a severe physical or mental impairment or combination
of impairments which seriously limits two or more functional capacities
(such as mobility, communication, self-care, self-direction, interpersonal
skills, work tolerance, or work skills) in terms of an employment out­
come; and

2. Whose vocational rehabilitation can be expected to require multiple
vocational rehabilitation services over an extended period of time.

"Integrated work setting," as used in the definition of "supported
employment," means job sites where:

1. Most co-workers are not [handicapped] individuals with dis­
abilities[,] and individuals with [handicaps] disabilities are not part
of a work group of other individuals with [handicaps] disabili­
ties; or

2. Most co-workers are not [handicapped] individuals with dis­
abilities, and if a job site described in paragraph 1 above is not
possible, individuals with [handicaps] disabilities are part of a small
work group of not more than eight individuals with [handicaps]
disabilities; or

3. If there are no co-workers or the only co-workers are members
of a small work group of not more than eight individuals, all of whom
have [handicaps] disabilities, individuals with [handicaps] disabilities
have regular contact with [non-handicapped] individuals who do not
have disabilities, other than personnel providing support services,
in the immediate work setting.

"Ongoing support services" means services:
1. Provided to the individuals with the most severe disabilities;
2. Provided, at a minimum, twice monthly:
i. To make an assessment, regarding the employment situation,

at the worksite of each such individual in supported employment,
or under special circumstances, especially at the request of the
client, off-site; and

ii. Based on the assessment, to provide for the coordination or
provision of specific intensive services, at or away from the worksite,
that are needed to maintain employment stability; and

3. Consisting of:
i. A particularized assessment supplementary to the com­

prehensive assessment;
ii. The provision of skilled job trainer(s) who may accompany the

individual for intensive job skill training at the worksite;
iii. Job development and placement;
iv. Social skills training;
v. Regular observation or supervision of the individual;
vi. Follow-up services such as regular contact with the employers,

the individuals, the parents, family members, guardians, and other
suitable professional and informed advisors, in order to reinforce
and stabilize the job placement;

vii. Facilitation of natural supports at the worksite;
viii. Any other vocational rehabilitation service; or
ix. A service similar to another service described in this para­

graph.
"Personal assistance services" means a range of services, provided

by one or more persons, designed to assist an individual with a
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disability to perform daily living activities on or off the job that
the individual would typically perform if the individual did not have
a disability. Such services shall be designed to increase the in­
dividual's control in life and ability to perform everyday activities
on or off the job.

["Physical and mental restoration services" means:
1. Medical or corrective surgical treatment;
2. Diagnosis and treatment for mental or emotional disorders by

a physician skilled in the diagnosis and treatment of such disorders
or by a psychologist licensed or certified in accordance with State
laws and regulations;

3. Dentistry;
4. Nursing services;
5. Necessary hospitalization (either inpatient or outpatient care)

in connection with surgery or treatment and clinic services;
6. Convalescent or nursing home care;
7. Drugs and supplies;
8. Prosthetic, orthotic or other assistive devices including hearing

aids, essential to obtaining or retaining employment;
9. Eyeglasses and visual services, including visual training, and the

examination and services necessary for the prescription and provision
of eyeglasses, contact lenses, microscopic lenses, telescopic lenses,
and other special visual aids, prescribed by a physician skilled in
diseases of the eye or by an optometrist, whichever the individual
may select. (All cases involving blind and visually impaired in­
dividuals with a level of visual functioning directly impacting on the
handicap to employment shall be referred to the New Jersey Com­
mission for the Blind and Visually Impaired for services.);

10. Podiatry;
11. Physical therapy;
12. Occupational therapy;
13. Speech or hearing therapy;
14. Psychological services;
15. Therapeutic recreation services;
16. Medical or medically related social work services;
17. Treatment of either acute or chronic medical complications

and emergencies which are associated with or arise out of the
provision of physical and mental restoration services; or which are
inherent in the condition under treatment;

18. Special services for the treatment of individual suffering from
end-stage renal disease, including transplantation, dialysis, artificial
kidneys, and supplies; and

19. Other medical or medically related rehabilitation services that
would contribute to the reduction or elimination of barriers to
employment including art therapy, dance therapy, music therapy and
psychodrama.

"Physical or mental disability" means a physical or mental con­
dition which materially limits, contributes to limiting or, if not cor­
rected, will probably result in limiting an individual's employment
activities or vocational functioning.]

"Public safety officer" means a person serving the United States
or a State or unit of general local government, with or without
compensation, in any activity pertaining to:

1. The enforcement of the criminal laws, including highway
patrol, or the maintenance of civil peace by the National Guard or
the Armed Forces;

2. A correctional program, facility, or institution where the activi­
ty is potentially dangerous because of contact with criminal suspects,
defendants, prisoners, probationers, or parolees;

3. A court having criminal or juvenile delinquent jurisdiction
where the activity is potentially dangerous because of contact with
criminal suspects, defendants, prisoners, probationers, or parolees;
or

4. Firefighting, fire prevention, or emergency rescue missions.
"Rehabilitation [engineering] technology" means the systematic

application of technologies, engineering methodologies, or scientific
principles to meet the needs of and address the barriers confronted
by individuals with [handicaps] disabilities in areas [that] which
include education, rehabilitation, employment, transportation, in­
dependent living, and recreation. The term includes rehabilitation
engi!1eering, assistive technology devices, and assistive technology
services.

["Substantial handicap to employment" means that a physical or
mental disability (in light of attendant medical, psychological, voca­
tional, educational, and other related factors) impedes an individual's
occupational performance, by preventing the obtaining, retaining, or
preparing for employment consistent with the individual's capacities
and abilities.

"Supported employment" means:
1. Competitive work in an integrated work setting with ongoing

support services for individuals with severe handicaps for whom
competitive employment:

i. Has not traditionally occurred; or
ii. Has been interrupted or intermittent as a result of severe

handicaps; or
2. Transitional employment for individuals with chronic mental

illness.]
"Supported employment" means competitive work in integrated

work settings for individuals with the most severe disabilities:
1. For whom competitive employment has not traditionally oc­

curred, or for whom competitive employment has been interrupted
or intermittent as a result of a severe disability; and

2. Who, because of the nature and severity of their disability, need
intensive supported employment services or extended services in
order to perform such work. Such term includes transitional employ­
ment for persons who are individuals with the most severe dis­
abilities due to mental illness.

"Supported employment services" means ongoing support services
and other appropriate services needed to support and maintain an
individual with the most severe disability in supported employment,
that:

1. Are provided singly or in combination and are organized and
made available in such a way to assist an eligible individual in
entering or maintaining integrated competitive employment;

2. Are based on a determination of the needs of an eligible
individual, as specified in an individualized written rehabilitation
program; and

3. Are provided by the Division for a period of time not to extend
beyond 18 months, unless under special circumstances the eligible
individual and the rehabilitation counselor or coordinator jointly
agree to extend the time in order to achieve the rehabilitation
objectives identified in the individualized written rehabilitation pro­
gram.

i. Special circumstances that would warrant consideration of an
extension of services beyond 18 months may include an interruption
of service during the 18 month period, significant changes in either
job functions or supervision during the 18 month period or any other
special circumstances providing there is reason to believe that an
extension would allow the eligible individual to achieve the re­
habilitation objectives identified in the individualized written re­
habilitation program.

"Transition services" means a coordinated set of activities for a
student designed within an outcome-oriented process, that promotes
movement from school to post-school activities, including post­
secondary education, vocational training, integrated employment
(including supported employment), continuing and adult education,
adult services, independent living, or community participation. The
coordinated set of activities shall be based upon the individual
student's needs, taking into account the student's preferences and
interests, and shall include instruction, community experiences, the
development of employment and other post-school adult living objec­
tives, and when appropriate, acquisition of daily living skills and
functional vocational evaluation.

["Vocational rehabilitation services" means services that are
dedicated to the reduction or elimination of the barriers to
employability.

1. When provided to an individual, also means those services
listed in NJ.A.C. 12:45-1.13.

2. When provided for the benefit of groups of individuals, also
means:

i. The establishment of a rehabilitation facility;
ii. The construction of a rehabilitation facility;
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iii. The provision of other facilities and services, including services
provided at rehabilitation facilities, which promise to contribute
substantially to the rehabilitation of a group of individuals but which
are not related directly to the individualized written rehabilitation
program of anyone individual with handicaps;

iv. The use of existing telecommunications systems; and
v. The use of services providing captioned films or video cassettes

for deaf persons.]

12:45-1.3 Processing applications and referrals
(a)-(d) (No change.)
(e) If the information received from an individual or his or her

representative indicates legal blindness (N.J.S.A. 30:6-18(a», visual
impairment (N.J.S.A. 30:6-18(c» or demonstrates other indications
of possible eligibility for services provided by the New Jersey Com­
mission for the Blind and Visually Impaired, as outlined in the
Agreement of Cooperation between the Division and the New Jersey
Commission for the Blind and Visually Impaired, that individual
shall be referred to the [Commission] New Jersey Commission for
the Blind and Visually Impaired for vocational rehabilitation and
other services.

(0 The counselor shall determine eligibility within a reasonable
period of time, not to exceed 60 days after the individual has
submitted an application to receive services, unless the counselor
notifies the individual tha; exceptional and unforseen circumstances
beyond the control of the Division preclude it from completing the
determination within the prescribed time, and:

1. The individual agrees that an extension of time is warranted;
or

2. An extended evaluation is required.

12:45-1.4 Eligibility for vocational rehabilitation services
(a) An individual shall be eligible for vocational rehabilitation

services if the counselor determines that the following exists:
1. A physical or mental [disability] impairment which for the

individual constitutes or results in a substantial [handicap] impedi­
ment to employment; and

2. A [reasonable expectation that] need for vocational rehabilita­
tion services [may benefit the individual in terms of employability]
to prepare for, enter, engage in, or retain gainful employment.

(b) Each counselor shall apply the eligibility requirements without
regard to sex, race, age, creed, color [or], national origin or disability
of the individual applying for service.

(c) (No change.)
(d) No upper or lower age limit shall be established which will,

in and of itself, result in a finding of ineligibility [for] of any
individual with [handicaps] a disability who otherwise meets the
eligibility requirements set forth in (a) above.

(e)-(f) (No change.)

12:45-1.5 [Evaluation of vocational rehabilitation potential:
preliminary diagnostic study] Preliminary assessment

[(a) In order to determine whether any individual is eligible for
vocational rehabilitation services, the counselor shall conduct a
preliminary diagnostic study to determine:

1. Whether the individual has a physical or mental disability which
for that individual constitutes or results in a substantial handicap
to employment; and

2. Whether vocational rehabilitation services may reasonably be
expected to benefit the individual in terms of employability, or
whether an extended evaluation of vocational rehabilitation potential
is necessary to make this determination.]

(a) A preliminary assessment based upon the review of existing
data shall be conducted to determine whether an individual is
eligible for vocational rehabilitation services and to assign the
priority category for the order of selection for services pursuant to
NJ.A.C. 12:45-1.9.

[(b) The preliminary diagnostic study shall include:
1. An appraisal of the current general health status of the in­

dividual based, to the maximum extent possible, on available medical
information;

2. An evaluation by tlle appropriate medical specialist when
necessary to determine the current status of the disorder; and
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3. As appropriate, evaluations by qualified personnel of the poten­
tial to benefit from rehabilitation engineering services.]

(b) To the extent additional data is necessary to make such
determination and assignment, such data will be secured by the
counselor.

[(c) In all cases of mental or emotional disorder, an examination
shall be provided by a physician skilled in the diagnosis and treat­
ment of such disorders, or by a psychologist licensed in accordance
with the laws and rules of the State of New Jersey. In cases of mental
retardation, reports from certified school psychologists may be used
to document the disability.

(d) If appropriate, an individual may select his or her own physi­
cians to conduct the necessary medical examinations provided the
physician will accept Division fees.]

12:45-1.6 [Evaluation of vocational rehabilitation potential:
thorough diagnostic study] Comprehensive assessment

[(a) Upon determination of eligibility, the counselor shall conduct
a thorough diagnosis study to determine the nature and scope of
services needed by the individual.]

(a) A comprehensive assessment of the unique strengths, reo
sources, priorities, interest, and needs, including the need for sup­
ported employment, of an eligible individual to make a determina­
tion of the goals, objectives, nature and scope of vocational re­
habilitation services to be included in the Individualized Written
Rehabilitation Program of the individual will be conducted. The
comprehensive assessment:

1. Is limited to information that is necessary to identify the
rehabilitation needs of the individual and to develop the rehabilita­
tion program of the individual;

2. Uses, as the primary source of such information to the max­
imum extent possible and appropriate and in accordance with con­
fidentiality requirements:

i. Existing information; and
ii. Such information as can be provided by the individual and

where appropriate, by the family of the individual;
3. May include, to the degree needed to make such a determina·

tion, an assessment of the personality, interest, interpersonal skills,
intelligence, related functional capacities, educational achievements,
work experience, vocational aptitudes, personal and social adjust­
ments of and employment opportunities for the individual, and the
medical, psychiatric, psychological, and other pertinent vocational,
educational, cultural, social, recreational, and environmental fac­
tors, that affect the employment and rehabilitation needs of the
individual;

4. May include an appraisal of the patterns of work behavior of
the individual to acquire occupational skills, and to develop work
attitudes, work habits, work tolerance, and social and behavior
patterns necessary for successful job performance including the
utilization of work in real job situations to assess and develop the
capacities of the individuals to perform adequately in a work en­
vironment; and

5. May provide rehabilitation technology services, where ap­
propriate, to an individual with a disability to assess and develop
the capacities of the individual to perform in a work environment.

[(b) The thorough diagnostic study includes in all cases to the
degree needed, an appraisal of the individual's:

1. Functional capacities and limitations;
2. Personality;
3. Intelligence level;
4. Educational achievement;
5. Work experience;
6. Personal, vocational and social adjustment;
7. Employment opportunities;
8. Patterns of work behavior;
9. Ability to acquire occupational skill;
10. Capacity for successful job performance;
11. Employability;
12. Need for rehabilitation engineering services; and
13. Other pertinent data.]
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12:45-1.7 Extended evaluation [to determine vocational
rehabilitation potential]

(a) Eligibility for vocational rehabilitation services under a plan
for extended evaluation shall be determined based only upon:

1. The presence of a physical or mental disability which for the
individual constitutes or results in a substantial [handicap] impedi­
ment to employment; and

2. An inability to make a determination that vocational rehabilita­
tion services might benefit the individual in terms of [employability
unless there is an extended evaluation to determine vocational re­
habilitation potential] achieving an employment outcome due to the
severity of the disability.

(b) The extended evaluation period shall begin on the date of
certification for extended evaluation [to determine rehabilitation
potential].

1.-2. (No change.)
(c)-(d) (No change.)
(e) The extended evaluation shall be terminated at any time

before the end of the 18-month extended evaluation when:
[1. The individual is found eligible for vocational rehabilitation

services since there is a reasonable assurance that he or she can
be expected to benefit in terms of employability from vocational
rehabilitation services; or

2. The individual is found ineligible for any additional vocational
rehabilitation services since it has been determined on the basis of
clear evidence that he or she cannot be expected to benefit in terms
of employability from vocational rehabilitation services.]

1. It is determined that the individual with a disability can benefit
in terms of an employment outcome from vocational rehabilitation
services and thus is found eligible for such services; or

2. The individual is found ineligible for additional vocational
rehabilitation services because it has been determined, on the basis
of clear and convincing evidence, that the individual cannot benefit
from vocational rehabilitation services in terms of an employment
outcome.

12:45-1.8 Certification: eligibility; extended evaluation [to
determine vocational rehabilitation potential]; ineligibility

(a) Before or at the same time that an individual with [handicaps]
a disability is accepted for vocational rehabilitation services, there
shall be a certification by the counselor that the individual has met
the basic eligibility requirements as set forth [in] at N.J.A.C.
12:45-1.4.

1. (No change.)
(b) Before and as a basis for providing an extended evaluation

to determine vocational rehabilitation [potential] eligibility, there
shall be a certification by the counselor that the individual has met
the requirements [in] at N.J.A.C. 12:45-1.7(a).

1. (No change.)
(c) Whenever the counselor determines on the basis of clear and

convincing evidence that an applicant or recipient of vocational
rehabilitation is ineligible for services, the counselor shall sign and
date a certification. In cases where it appears that an ineligibility
decision will be reached because of the severity of the disability of
an individual not yet determined to be eligible, the counselor shall
first conduct an extended evaluation.

1. (No change.)
i.-iii. (No change.)
(d) (No change.)
(e) The counselor may close a case without any determination

of eligibility when an applicant is unavailable during an extended
period of time to complete an [evaluation of vocational rehabilitation
potential] assessment and the counselor has made repeated efforts
to contact the individual and to encourage his or her participation.

12:45-1.9 Order of selection for services
(a) (No change.)
(b) After documentation of eligibility and execution of Certifica­

tion of Eligibility, the following priorities will be followed according
to the Director's determination of how many priorities can be served.
The order of selection is as follows:

1. Clients classified as [severely handicapped] individuals with a
most severe disability;

2. [Disabled public safety officers;] Clients classified as in­
dividuals with a severe disability; and

[3. Non-severely disabled individuals who are also clients of other
agencies with whom the Division has written agreements of shared
service responsibility; and

4. Ail other clients.]
3. All other eligible clients.
(c) A public safety officer whose ..npairment arose from a dis­

ability sustained in the line of duty, and the immediate cause of
disability being a criminal act, apparent criminal act, or a hazardous
condition resulting from the officer's performance of duties in direct
connection with the enforcement, execution, and administration, of
law or fire prevention, firefighting, or related public safety activities,
will receive services on a priority basis within any of the three
priority categories to which he or she is assigned.

[(c)](d) If the Division cannot serve every individual within the
designated priority group due to the amount of available funds, then
the Division will provide services to clients in the order in which
they applied for services.

Example: If all [severely handicapped] individuals with a most
severe disability in priority 1 cannot be served due to lack of
available funds, then services will be provided to those clients de­
termined to be priority I, in the order in which they applied for
services.

[(d)](e) When imposed, the order of selection shall not pre­
clude[;]:

[1. Clients whose eligibility was determined prior to the im-
plementation date;]

[2.]1. Diagnostics necessary to establish a client's eligibility; and
[3. No-cost services;]
[4.]2. Post-employment services[; and
5. Programs and services funded under sources other than Title

1 of the Act (Independent Living; Supported Employment; Fairlawn
Deaf Program)].

12:45-1.10 Case record for the individual
(a) Each counselor shall maintain for each applicant for, and

recipient of, vocational rehabilitation services a case record which
shall include, to the extent pertinent, the following information:

1. Documentation concernin!; the preliminary [diagnostic study]
assessment supporting the determination of eligibility, the need for
an extended evaluation [of vocational rehabilitation potential], and,
as appropriate, documentation concerning the [thorough diagnostic
study] comprehensive assessment supporting the nature and scope
of vocational rehabilitation services to be provided;

2. (No change.)
3. Documentation supporting any determination that the in­

dividual's [handicaps are] disability is severe;
4. Documentation as to periodic assessment of the individual

during an extended evaluation [of vocational rehabilitation poten­
tial];

5. (No change.)
6. In the event that physical and mental restoration services are

provided, documentation supporting the determination that the
clinical status of the individual with [handicaps] a disability is stable
or slowly progressive unless the individual is being provided an
extended evaluation [of rehabilitation potential];

7. (No change.)
8. Documentation relating to the participation by the individual

with [handicaps] a disability in the cost of vocational rehabilitation
services if the State unit elects to condition the provision of services
on the financial need of the individual;

9. (No change.)
to. Documentation that the individual has been advised of the

confidentiality of all information pertaining to his or her case, and
documentation and other material concerning any information re­
leased about the individual with [handicaps] a disability with his or
her written consent;

11. Documentation as to the reason for closing the case including
the individual's employment status and, if determined to be re­
habilitated, the basis on which the employment was determined to
be suitable;
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i. [The] Documentation of any reviews in the case of an individual
who has been provided vocational rehabilitation services under an
individualized written program but who has been determined after
the initiation of these services to be no longer capable of achieving
a vocational goal [, documentation of any reviews of this determina­
tion shall be included in the record];

12.-13. (No change.)

12:45-1.11 Individualized written rehabilitation program:
procedures

(a) When a counselor determines that an individual is eligible for
vocational rehabilitation services or that a period of extended evalua­
tion is necessary to determine [rehabilitation potential] eligibility,
an individualized written rehabilitation program shall be prepared
for the individual.

(b)-(e) (No change.)
(f) The counselor shall review the individualized written re­

habilitation program as often as necessary but at least on an annual
basis.

1. Each individual with [handicaps] a disability or, as appropriate,
that individual's parent, guardian, or other representative, shall be
given an opportunity to review the program and, if necessary, jointly
redevelop, and agree to its terms.

12:45-1.12 Contents ofthe individualized written rehabilitation
program (IWRP)

[(a) The written rehabilitation program shall be based on a de­
termination of employability designed to achieve the vocational goal
of the individual and shall be developed through assessments of the
individual's particular rehabilitation needs. Each individualized writ­
ten rehabilitation program shall, as appropriate, include, but not be
limited to, statements concerning;

1. The basis on which a determination has been made, or the basis
on which a determination has been made that an extended evaluation
of vocational rehabilitation potential is necessary to make a de­
termination of eligibility;

2. The long-range and intermediate rehabilitation objectives
established for the individual based on an assessment determined
through an evaluation of rehabilitation potential;

3. The specific rehabilitation services to be provided to achieve
the established rehabilitation objectives including, if appropriate,
rehabilitation engineering services;

4. An assessment of the expected need for post-employment
services;

5. The projected dates for the initiation of each vocational re­
habilitation service, and the anticipated duration of each service;

6. A procedure and schedule for periodic review and evaluation
of progress toward achieving rehabilitation objectives based upon
objective criteria, and a record of these reviews and evaluations;

7. A reassessment, prior to case closure, of the need for post­
employment services;

8. The views of the individual with handicaps, or, as appropriate,
that individual and a parent, guardian, or other representative,
including other suitable professional and informed advisors, concern­
ing the individual's goals and objectives and the vocational rehabilita­
tion services being provided;]

(a) The individualized written rehabilitation program (IWRP)
must contain the consumer's name and social security number,
along with a statement that he or she has been found eligible for
extended evaluation services, vocational rehabilitation services, or
that the IWRP is an amendment to an earlier plan. Each IWRP
shall include statements concerning:

1. The employment objective of the eligible individual, consistent
with the unique strengths, resources, priorities, concerns, abilities,
and capabilities of the individual;

2. A rationale for the employment objective which is based on
the assessment used to determine eligibility and vocational re­
habilitation needs, including an assessment of career interests, for
the individual, which goals shall, to the maximum extent ap­
propriate, include placement in integrated settings;

3. The intermediate rehabilitation objectives related to the attain­
ment of the consumer's goals, determined through assessment car·
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ried out in the most individualized and integrated setting (consistent
with the informed choice of the individual);

4. The specific vocational rehabilitation services to be provided,
and the projected dates for the initiation of and the anticipated
duration of each service;

5. If appropriate, the specific rehabilitation technology services
to be provided to assist in the implementation of the individual's
intermediate rehabilitation objectives and long-term rehabilitation
goals;

6. If appropriate, the specific on-the-job and related personal
assistance services to be provided to the client, and, if appropriate
and desi~ed by the individual, the training in managing, supervising,
and directing personal assistance services to be provided;

7. An assessment of the expected need for post-employment
services and, if appropriate, an assessment of the need for extended
services;

8. At the time of successful closure, the IWRP must reassess the
need for post-employment services and, if appropriate, the need for
extended services, including a statement detailing how such services
shall be provided or arranged through cooperative agreements with
other service providers;

9. The objective criteria, the evaluation procedure, and the review
schedule to be used in determining whether the stated goals and
objectives are being achieved;

10. The terms and conditions under which the goods and services
described in the IWRP will be provided to the individual in the most
integrated setting and the identity of the entity or entities that will
provide the vocational rehabilitation services and the process used
to provide or procure such services;

11. The consideration given to the availability of comparable
benefits (similar benefits) to the client or to members of the client's
family under any program to meet, in whole or in part, the cost
of any vocational rehabilitation services;

12. A description by the individual, in the words of the individual
(or, if appropriate, in the words of a parent, a family member, a
guardian, an advocate or an authorized representative of the in­
dividual) regarding how the individual was informed about and
involved in choosing among alternative goals, objectives, services,
entities providing such services and the methods used to provide
or procure such services;

[9.]13. The [terms and conditions for the provisions of vocational
rehabilitation services, including] responsibilities of the individual
[with handicaps] in implementing the individualized written re­
habilitation program[,] and the extent of client participation in the
cost of services, if any[, and the extent to which comparable services
and benefits are available to the individual under any other pro­
gram];

[10.]14. An assurance that the individual [with handicaps] has
been informed of that individual's rights and the means by which
the individual may express and seek remedy for any dissatisfaction,
including the opportunity for a review and fair hearing of rehabilita­
tion counselor or coordinator determinations;

[11.]15. An assurance that the individual [with handicaps] has
been provided a description of the availability of a client assistance
program established under section 112 of the Act;

[12.]16. The basis on which the individual has been determined
to be rehabilitated; and

[13. The plans for the provision of post-employment services after
a suitable employment goal has been achieved and the basis on which
those plans are developed, and, if appropriate for individuals with
severe handicaps, a statement of how these services will be provided
or arranged through cooperative agreements with other service
providers.]

17. If necessary, an amendment specifying the reasons that an
individual for whom a program has been prpared is no longer
eligible for vocational rehabilitation and the rights and remedies
available to such an individual.

(b) Each individualized written rehabilitation program shall also
contain, for individuals with the most severe [handicaps] disabilities
for whom a vocational objective of supported employment has been
determined to be appropriate:
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1. A description of the time-limited services[, not to exceed 18
months in duration,] to be provided by the State; and .

2. A description of the extended services needed[,] an~ an Id~n­

tification of the [State, Federal, or private program~ that WIll pr~v~de
the continuing support, and a description of the basIs for determl?Ing
that continuing support is available] source of extended services,
which may include natural supports, or to the extent that it is not
possible to identify the source of extended services at the time the
individualized written rehabilitation program is developed, a state­
ment describing the basis for concluding that there is a reasonable
expectation that such sources will become available.

12:45-1.13 Vocational rehabilitation services
[(a) The following vocational rehabilitation services shall be avail­

able:
1. Evaluation of vocational rehabilitation potential, including

diagnostic and related services incidental to t~e determinati~n of
eligibility for, and the nature and scope of servIces t? be proVIded;

2. Counseling and guidance, including personal adjustment coun­
seling, to maintain a counseling relationship throughout the program
of services for an individual with handicaps, referral necessary to
help individuals with handicaps secure needed ~ervices from o~her

agencies, and advising clients and client apphcants about chent
assistance programs under 34 CFR Part 370.

3. Physical and mental restoration services, necessary to correct
or substantially modify a physical or mental condition which is stable
or slowly progressive;

4. Vocational and other training services, including personal and
vocational adjustment, books, tools, and other training materials
except that no training or training services in institutions of higher
education (universities, colleges, community/junior colleges, v?ca­
tional schools, technical institutes, or hospital schools of nu~sIng)

may be paid for with funds under this paragraph unless m~mum
efforts have been made by the counselor to secure grant assIstance
in whole or in part from other sources;

5. Maintenance, including payments, not exceeding the estimated
cost of subsistence and provided at any time after vocational re­
habilitation services have begun through the time when post-employ­
ment services are being provided. For an individual with handicaps,
maintenance covers basic living expenses, such as food, shelter,
clothing, and other subsistence expenses which a~e necessaI?'. to
support and derive the full benefit of the other vocatIonal rehabIlIta­
tion services being provided;

6. Transportation, including necessary travel. and related expen~es

including subsistence during travel (or per dIem payments In heu
of subsistence) in connection with transporting individuals with h~n­

dicaps and their attendants or escorts for the puo/0se of su~~ort~ng

and deriving the full benefit of the other vocatIOnal rehablhtatlOn
services being provided. Transport~ti~n may incl~de relocat~~n ~nd

moving expenses necessary for achlevmg a vocatIOnal rehablhtatIon
objective;

7. Services to members of a client's family when necessary to the
vocational rehabilitation of the handicapped individual;

8. Interpreter services and notetaking services for ~he d~af;

9. Telecommunications, sensory and other technologIcal aIds and
devices;

10. Recruitment and training services to provide new employment
opportunities in the fields of rehabilitation, health, welfare, public
safety, law enforcement, other appropriate pU~lic .se~ice empl?y­
ment, and occupations which are designated as md.lcatIve of haVIng
significant career growth and employment potentIal;

11. Placement in suitable employment;
12. Post-employment services necessary to maintain or regain

other suitable employment;
13. Occupational licenses, including any license, permit or oth~r

written authority required by a State, city or other governmental umt
to be obtained in order to enter an occupation or enter a small
business, tools, equipment, initial stocks (including livestock) and
supplies;

14. Rehabilitation engineering services; and]

(a) Vocational rehabilitation services are any goods or services
necessary to render an individual with a disability employable,
including, but not limited to, the following:

1. An assessment for determining eligibility and vocational re­
habilitation needs by qualified personnel, including, if appropriate,
an assessment by personnel skilled in rehabilitation technology;

2. Counseling, guidance, and work-related placement services for
individuals with disabilities, including job search assistance, place­
ment assistance job retention services, personal assistance services,
and follow-up, follow-along, and specific postemployment services
necessary to assist such individuals to maintain, regain, or advance
in employment;

3. Vocational and other training services for individuals with
disabilities which shall include personal and vocational adjustment,
books or :ther training materials, and such services to the families
of such individuals as are necessary to the adjustment or rehabilita­
tion of such individuals, except that no training services in institu­
tions of higher education shall be paid for unless maximum efforts
have been made to secure grant assistance, in whole or in part, from
other sources to pay for such training;

4. Physical and mental restoration services, including but not
limited to:

i. Corrective surgery or therapeutic treatment necessary to correct
or substantially modify a physical or mental condition which is
stable or slowly progressive and constitutes an impediment to
employment, but is of such nature that such correction or modifica­
tion may reasonably be expected to eliminate or reduce such impedi­
ment to employment within a reasonable length of time;

ii. Necessary hospitalization in connection with surgery or treat­
ment;

iii. Prosthetic and orthotic devices; and
iv. Diagnosis and treatment for mental and emotional disorders

by a physician or licensed psychologist in accordance with State
licensure laws;

5. Maintenance for additional costs incurred while participating
in rehabilitation;

6. Interpreter services for individuals who are deaf;
7. Occupational licenses, tools, equipment, and initial stocks and

supplies;
8. Transportation in connection with the rendering of any voca­

tional rehabilitation service;
9. Telecommunications, sensory, and other technological aids and

devices;
10. Rehabilitation technology services;
11. Referral and other services designed to assist individuals with

disabilities in securing needed services from other agencies;
12. Transition services that promote or facilitate the accomplish­

ment of long-term rehabilitation goals and intermediate rehabilita­
tion objectives;

13. On-the-job or other related personal assistance services
provided while an individual with a disability is receiving vocational
rehabilitation services in this section;

14. Supported employment services; and
15. Other goods and services that can reasonably be expected to

benefit an individual with [handicaps] a disability in terms of
[employability] an employment outcome.

(b) Vocational rehabilitation services, when provided for the ben­
efit of groups of individuals, may also include the following:

1. The establishment, development or improvement of community
rehabilitation programs, including, under special circumstances as
described at 34 CFR 361.74, the construction of a facility, and the
provision of other services (including services offered at community
rehabilitation programs) which promise to contribute substantially
to the rehabilitation of a group of individuals but which are not
related directly to the individualized rehabilitation written program
of anyone individual with a disability. Such programs shall be used
to provide services that promote integration and competitive employ­
ment.

2. Technical assistance and support services to businesses that
are not subject to title I of the Americans with Disabilities Act of
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1990 (42 U.S.C. 12111 et seq.) and that are seeking to employ
individuals with disabilities.

12:45-1.14 Individuals determined to be rehabilitated
(a) In order to be determined rehabilitated, an individual must

have been, as a minimum:
1. (No change.)
2. Provided [an evaluation of vocational rehabilitation potential,

and] counseling and guidance as essential vocational rehabilitation
services;

3.-4. (No change.)
(b) (No change.)

12:45-1.15 (No change.)

12:45-1.16 Protection; use and release of personal information
(a)-(d) (No change.)
(e) The requirements for release of information for audit, evalua­

tion, and research [is] are as follows:
1. Personal information may be released to an organization, agen­

cy or individual engaged in audit, evaluation, or research only for
purposes directly connected with the administration of the vocational
rehabilitation program, or for purposes which would significantly
improve the quality of life for [handicapped persons] individuals
with disabilities, and only if the organization, agency, or individual
assures that:

i.-v. (No change.)
(f) The requirements for release of information to other programs

or authorities is as follows:
1. (No change.)
2. The Division shall release personal information if required by

Federal or State law;
3. The Division shall release personal information in response to

investigations in connection with law enforcement, fraud, or abuse,
(except where expressly prohibited by Federal or State laws or
regulations), and in response to judicial order; [and]

4. The Division may also release personal information in a
medical emergency or in order to protect the individual or others
when the individual poses a threat to his or her safety or to the
safety of others[.];

5. The Division shall release personal information when reo
quested by and given to the individual as provided at (d) above;
and

6. This Division shall release personal information without a
signed release statement when such information is necessary to
provide the authorized services only to:

i. Doctors, hospitals, clinics, rehabilitation centers providing
services to clients as authorized by the Division; and

ii. Schools or training centers, when the Division has authorized
service, and such information is required for the success of the
program, safety of the client, or is otherwise in the client's best
interest.

12:45-1.17 Appeal of vocational rehabilitation decision by applicant
or recipient

(a) All applicants/clients for vocational rehabilitation shall be ad­
vised of their right to [a] an administrative review and/or a fair
hearing in the event that they are dissatisfied with any determination
with regard to the furnishing or denial of vocational rehabilitation
services.

1. [A] An administrative review and/or a fair hearing must be
requested in writing by the applicant or client. This written request
should be submitted to the Director, Division of Vocational Re­
habilitation Services.

2. The review or hearing shall be held at a time and place
convenient for the applicant or client.

3. The applicant or client will be notified of the date, time and
place of the review or hearing. The notification will be sent in
advance of the review or hearing and provide enough time for the
applicant or client to prepare for the review or hearing.

4. The applicant or client may be represented by counsel, friend,
Client Assistance Program located in the Department of the Public
Advocate, parent, guardian, self, or other representative. All cor-
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respondence, decisions, scheduling of an administrative review or
fair hearing, or other documents sent to the client, which are related
to the appeal will be copied and sent to the representative.

5. The applicant or client and his or her representative, if he or
she desires to have one, will be given an adequate opportunity for
cross examination and to present evidence and/or witnesses on his
or her behalf during the review or fair hearing.

6. The review shall be held before [an impartial hearing officer]
a Division administrator within [45] 14 days of the request by the
applicant or client for a review. Fair hearings shall be conducted
by an impartial hearing officer who shall be an administrative law
judge within 45 days of the request by the applicant or client for
a fair hearing pursuant to the Administrative Procedure Act,
NJ.S.A. 52:14B-l et seq. and the Uniform Administrative Procedure
Rules, NJ.A.C. 1:1, and Federal regulation.

7.-11. (No change.)

SUBCHAPTER 2. TRANSPORTATION FOR EMPLOYEES
[OF SHELTERED WORKSHOPS]
CERTIFIED FOR EXTENDED
EMPLOYMENT

12:45-2.1 Purpose and scope
This subchapter sets forth the procedures and standards used by

the Department and [sheltered workshops] community rehabilitation
programs to defray the costs of public transportation, personal auto,
and paratransit expenses of [clients enrolled in sheltered (extended)
employment programs at sheltered workshops] individuals with dis­
abilities certified by the Division of Vocational Rehabilitation
Services as extended employees in community rehabilitation pro­
grams.

12:45-2.2 Definitions
The following words and terms, when used in this [chapter]

subchapter, shall have the following meanings, unless the context
clearly indicates otherwise.

["Division" means the Division of Vocational Rehabilitation
Services in the Department of Labor.]

"Personal auto" means an automobile owned and operated by the
extended employee, or an immediate family member of the extended
employee.

["Sheltered workshop"] "Community rehabilitation program"
means a facility processing a valid certificate to vend extended
employment services to the Division issued by the Director thereof,
in compliance with the rules governing [Vocational rehabilitation
facilities] Extended (Sheltered) Employment found at N,J.A.C.
12:51-6.

12:45-2.3 Responsibilities of [sheltered workshop] community
rehabilitation programs

(a) Each [sheltered workshop] community rehabilitation program
shall complete, on a biannual basis, a survey of the transportation
needs of each client certified as an extended employee (see Appendix
A incorporated herein and made part of by reference).

1. Each survey shall include the [facility] community rehabilitation
program name, the name and phone number of each person com­
pleting the survey, and the following information for each client:

i. Name, address and social security number;
ii. Mode of transportation (that is, public transportaton, personal

auto or paratransit);
iii. Round trip mileage from residence to the [sheltered workshop]

community rehabilitation program;
iv. Daily out-of-pocket cost; and
[v. Daily actual cost; and]
[vi.]v. Actual number of days in attendance per client during the

prior six month period.
(b) Each [sheltered workshop] community rehabilitation program

with an extended employment contract shall submit a completed
survey by [May 1 and November 1] July 15 and January 15 of each
year to:
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Daily Reimbursement
$1.00
$1.60;
$2.25;
$3.25; and;
$4.75.]

Chief of [Facilities Programs] Rehabilitation Services
Division of Vocational Rehabilitation Services
CN 398
Trenton, New Jersey 08625-0398
1. Failure to submit the surveys by the due dates may result in

a delay in the allocation of funds to the [sheltered workshop] com­
munity rehabilitation program.

12:45-2.4 [Categories of expenses] Method of payment
(a) Upon receipt of the completed surveys, the Division shall

conduct an analysis of all surveys and [establish categories of ex­
penses] determine the percentage of allowable expenses that can be
reimbursed. [Categories of expenses shall be established utilizing an
equitable distribution of funds available for the applicable fiscal year.

(b) The categories of expenses established for fiscal year 1989
shall be as follows:

Categories of Expenses
1. $1.60 or less:
2. $1.61 to $2.25:
3. $2.26 to $3.25:
4. $3.26 to $5.00:
5. $5.01 or more

(b) Each certified individual with a disability will be reimbursed
a percentage of his or her costs, which percentage shall be calculated
based upon the ratio between the total amount of the appropriation
allocated for the reimbursement of travel expenses in each fiscal
year and the aggregate total of allowable reimburseable expenses
submitted for that fiscal year.

[(c) Each category of expense may be subject to change during
a fiscal year depending on survey results and availability of funds.]

12:45-2.5 Disbursement of funds
(a) The Department shall allocate available funds to each

[sheltered workshop] community rehabilitation program by [June 1
and December 1] August 1 and February 1 of each year based on
their [transportation needs] reported allowable transportation
costs.

(b) Each [sheltered workshop] certified community rehabilitation
program shall issue checks to clients to be used to defray transporta­
tion costs by [July 1 and January 1] August 15 and February 15
of each year.

(c) The Department shall reimburse each [sheltered workshop]
community rehabilitation program for the reasonable administrative
costs associated with the disbursement of checks to clients.

Is there an Adult Activity Center on your premises or in close proximity?

Work Activity Center? Yes __ No _

APPENDIX

TRANSPORTATION SURVEY FOR EMPLOYEES (CLIENTS) OF SHELTERED WORKSHOPS

Facility Name: Person Completing Form: Telephone Number:

Yes __ No __

Mode of Transport Distance
Paratransit Time in from Daily Client Daily Actual Number of

Client (include) Tranist Facility out of Cost?!Who Pays Days in
Name Address SS# Public mileage) (Roundtrip) (Roundtrip) Pocket Cost Difference? Attendance

TRANSPORTATION SURVEY FOR ALL NEW DVRS EE CLIENTS

ALL REQUESTED INFORMATION MUST BE PROVIDED

Period Covered: Facility Name Persons Completing Form Telephone Number _

Distance From Daily Client Number of
Client Address Mode of Facility Out of Days in
Name and Zip Code SS# Transportation (Roundtrip) Pocket Cost Attendance
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APPENDIX A

[Instructions for Completing Transportation SUlvey for Employees
(Clients) of Sheltered Workshops

A. Complete facility name, person completing survey, and telephone
number.

B. Place a check mark in the appropriate blanks related to Adult
Activity or Work Activity Training Centers.

C. C?mplete remaining survey for each client as per the following:
1. Chent name, address and social security number: Complete for each

eligible client (even if they do not need transportation funding as­
sistance.)

2. Mode of transport: How does the client get to your facility? If by
public transit, please use the following code to complete this section for
each client:

NJ = NJ Transit
C = County Transportation
PC = Private Contractor
F = Facility Operated Transportation System
PCIF = Private Contractor Arranged by Facility
DDD = Division of Developmental Disabilities

If client drives to the facility by auto (paratransit), please indicate the
number of miles the client travels round trip each day. If the client car
pools, take a percentage of the miles based on the number of persons
sharing the car.

3. Distance from facility: Please indicate the round trip mileage for
the client from the facility.

4. Daily client out of pocket costs: Indicate how much the client pays
each day and/or how much the client is billed for the daily transport.
(Example: A client may be billed by a facility for a particular amount
but to date has not been able to pay.)

5. Daily actual cost? Who pays the difference? Indicate the actual cost
?f the. daily transportation and if it is not being paid by the client, who
IS paymg for the cost.]

PROPOSALS

Instructions for completion of client lists for transportation survey
The enclosed client list is that which we have for your facility at the

present time. We may have overlooked some data that we received from
you, so please check the list carefully. H any clients have been placed
~r dropped out and are not to receive a check, please draw a single
hne through the entry. Please do this lightly so that we can read the
information sufficiently to remove it from our system.

The critical items that we need reviewed and adjusted on this docu­
ment are:

I. The daily cost to the client is to be adjusted in the column "Daily
Client Out of Pocket Costs."

2. The number of days the client attended during this period should
be indicated under "Number of Days in Attendance."

3. Accurate distance is critical in those instances where the client is
transported by personal auto and is to be paid mileage up to a maximum
of $0.25 per mile.

4. Please verify the mode of transportation on all clients in extended
employment using the following codes as appropriate:

NJ New Jersey Transit
CT County Transportation System
PC Private contractor
FC Facility operated
PF Private Contractor arranged by facility
DD = Division of Developmental Disabilities
MU = Municipal transportation system
AU = Client/Parent own auto
PA = PATH (northeast) or PATCO (South).
After verifying the accompaying list, please use the blank form to list

any clients that must be added. Please fill in all the requested informa­
tion: Client name, address, zip code, social security number, mode of
transportation, distance from the facility, daily client out of pocket cost,
and the actual number of days the individual attended the program.

Please return this material to the attention of your community re-
habilitation program specialist by •
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ADOPTIONS

RULE ADOPTIONS
COMMUNIlY AFFAIRS

BANKING

(a)
DIVISION OF REGULATORY AFFAIRS
Depository Institutions
Compensation
Adopted New Rules: N.J.A.C. 3:4-2
Proposed: August 16, 1993 at 25 N.J.R. 3586(a).
Adopted: October 15, 1993 by Jeff Connor, Commissioner,

Department of Banking.
Filed: October 19,1993 as R.1993 d.565, without change.
Authority: NJ.S.A. 17:1-8.1, 17:9A-8.1O, 27.50 and 106; and

17:12B-72.
Effective Date: November 15, 1993.
Expiration Date: August 17, 1997.

Summary of Public Comments and Agency Responses:
The Department received comments from Samuel J. Damiano, Presi­

dent, New Jersey Council of Savings Institutions, and from Samuel J.
Malizia, Esq.

COMMENT: The regulation as proposed will provide options to those
contemplating the stock alternative and, as indicated by the Department,
will serve to attract the most qualified for director positions.

RESPONSE: The Department agrees, and is adopting the rules for
that purpose.

COMMENT: The rule as proposed requires that the stock option plan
be approved by the holders of two-thirds of the capital stock of the
depository entitled to vote. This should be reduced to 50 percent to make
the rule consistent with similar provisions of the IRS, OTS and SEC.

RESPONSE: The Banking Act requires two-thirds approval for stock
option plans in general. N.J.S.A. 17:9A-27.50. The rule is therefore
consistent with this requirement of statutory law.

Full text of the adoption follows:

SUBCHAPTER 2. COMPENSATION

3:4-2.1 Definitions
The following words and terms, when used in this subchapter, shall

have the following meanings unless the context clearly indicates
otherwise.

"Bank" shall have the same definition as provided in section 1
of P.L. 1948, c.67 (N.J.S.A. 17:9A-1).

"Depository" shall mean a bank, savings bank or savings and loan
association, and includes a limited purpose trust company.

"Savings and loan association" shall mean a capital stock associa­
tion established pursuant to L.1974, c.l37 (17:12B-244 et seq.).

"Savings bank" shall mean a capital stock savings bank established
pursuant to L.1982, c.9 (N.J.S.A. 17:9A-8.1 et seq.).

3:4-2.2 Stock option plans
(a) A bank may permit its directors, officers and employees to

participate in a stock option plan established pursuant to N.J.S.A.
17:9A-27.50 et seq., and a savings bank may permit its directors,
officers and employees to participate in a stock option plan
established pursuant to N.J.S.A. 17:9A-8.1O.

(b) A savings and loan association may permit its directors, of­
ficers and employees to participate in a stock option plan to the
same extent as permitted for banks and savings banks so long as
the association complies with N.J.S.A. 17:9A-27.50 et seq.

(c) A depository may not grant stock options to a director for
less than the higher of the par value or 100 percent of the fair market
value of the shares at the time the options are granted. A depository
may not grant stock options to an officer or employee for less than
the higher of the par value or 85 percent of the fair market value
of the shares at the time the options are granted. Stock option plans
may not provide for the payment of cash to directors by the de­
pository upon cancellation of the options.

(d) A stock option plan must be adopted by the depository's board
of directors and approved by the holders of two-thirds of the capital
stock of the depository entitled to vote.

PERSONNEL

(b)
MERIT SYSTEM BOARD
Notice of Administrative Correction
Selection and Appointment
Residence Standards
N.J.A.C. 4A:4-2.11

Take notice that the Department of Personnel has discovered a print­
ing error in the text of N.J.A.C. 4A:4-2.11 as incorporated into the New
Jersey Administrative Code by the June 21, 1992 Code update. N.J.A.C.
4A:4-2.11(c) through (e) were proposed for readoption without change
and readopted, their full text appearing in the notices of proposal and
readoption (see 25 N.J.R. 1085(b) and 2509(a». However, these three
subsections were inadvertently omitted from the text of the rule in the
June 21, 1993 Code update.

This notice of administrative correction is published in accordance with
N.J.A.C. 1:30-2.7.

Full text of the corrected rule follows (addition indicated in
boldface thus):

4A:4-2.11 Residence standards
(a)-(b) (No change.)
(c) The Department of Personnel will review residence require­

ments for examination candidates. It is the responsibility of the
appointing authority to review and enforce residence requirements
relating to appointment and continued employment.

(d) When there is a requirement that an employee reside within
a specific distance of the work site, a written request must be
submitted by the appointing authority to the Department for ap­
proval of such a restriction.

1. A request must be received and approved prior to the an­
nouncement of the examination.

2. However, the Department may, in appropriate circumstances,
add special residency limitations after an eligible list is
promulgated.

(e) An applicant seeking to appeal a residency determination
shall utilize the procedures contained in N..J.A.C. 4A:4-6.6. The
applicant shall have the burden of proving his or her residence.

COMMUNITY AFFAIRS

(e)
DIVISION OF HOUSING AND DEVELOPMENT
Uniform Construction Code
Minor Work; Ordinary Repairs
Adopted Amendments: N.J.A.C. 5:23-1.4, 2.7 and

2.17A
Proposed: August 16, 1993 at 25 N.J.R. 3692(a).
Adopted: October 15,1993 by Stephanie R. Bush, Commissioner,

Department of Community Mfairs.
Filed: October 21,1993 as R.1993 d.580, with a technical change

not requiring additional public notice or comment (see
N.J.A.C. 1:30-4.3).

Authority: N.J.S.A. 52:27D-124.
Effective Date: November 15, 1993.
Expiration Date: February 3, 1998.
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Summary of Public Comments and Agency Responses:
No comments received.
N.J.A.C. 5:23-2.7(b)2 to correct an error in the text as originally

submitted. The phrase "removal or cutting away" is retained as "removal
or cutting" as in the existing rule.

Full text of the adoption follows (deletions from proposal in­
dicated in brackets with asterisks *[thus]*):

5:23-1.4 Definitions
The following words and terms, when used in this chapter, shall

have the following meanings unless the context clearly indicates
otherwise.

ADOPTIONS

Summary of Public Comments and Agency Responses:
No comments received.

Full text of the adoption follows:

5:23-4.5 Municipal enforcing agencies; administration and
enforcement

(a) (No change.)
(b) Forms:
1. (No change.)
2. The following standardized forms established by the Com­

missioner are required for use by the municipal enforcing agency:

3.-5. (No change.)
(c)-G) (No change.)

"Minor work" means construction work undertaken in existing
structures, requiring no prior approvals and no plan review, not
altering in any way the structural members of a building and meeting
the definition set forth in N.J.A.C. 5:23-2.17A.

F-320A
F-325

Elevator Notice
Notice of Elevator Device Sealed Out of
Operation

5:23-2.7 Ordinary repairs
(a) Ordinary repairs to structures may be made without appli-

cation or notice to the construction official.
(b) Such repairs shall not include any of the following:
1. The cutting away of any wall, partition or portion thereof;
2. The removal or cutting *[away]* of any structural beam or

bearing support;
3. The removal or change of any required means of egress, or

rearrangement of parts of a structure affecting the exitway require­
ments;

4. Any work affecting structural or fire safety;
5. Any work that will increase the nonconformity of any existing

building or structure with the requirements of the regulations;
6. Addition to, or alteration, replacement or relocation of:
i. Any standpipe;
ii. Water supply, sewer, drainage, gas, soil, waste, vent or similar

piping;
iii. Electrical wiring, other than wiring for a low voltage com­

munication system in a one- or two-family dwelling; or
iv. Mechanical or other work affecting public health or general

safety.

5:23-2.17A Minor work
(a)-(b) (No change.)
(c) Minor work:
1.-3. (No change.)
4. Minor work shall also mean and include the installation of any

fire detection or suppression device in any one- or two-family dwell­
ing; installation of a radon mitigation system in an existing detached
one or two-family dwelling; the installation of a burglar alarm or
security system in any structure and the installation of a low voltage
communication system in any structure other than a one- or two­
family dwelling.

(d) (No change.)

(8)
DIVISION OF HOUSING AND DEVELOPMENT
Uniform Construction Code
Municipal Enforcing Agencies; Administration and

Enforcement
Adopted Amendment: N.J.A.C. 5:23-4.5
Proposed: August 16, 1993 at 25 N.J.R. 3693(a).
Adopted: October 15,1993 by Stephanie R. Bush, Commissioner,

Department of Community Affairs.
Filed: October 21, 1993 as R.1993 d.581, witbout change.
Authority: NJ.S.A 52:27D-124.
Effective Date: November 15, 1993.
Expiration Date: February 3, 1998.

ENVIRONMENTAL PROTECTION
AND ENERGY

(b)
ENVIRONMENTAL REGULATION-LAND USE

REGULATION PROGRAM
Coastal Zone Management
Energy Use Policies
Outer Continental Shelf 011 and Gas Exploration and

Development
Adopted Amendment: N.J.A.C. 7:7E-7.4
Proposed: January 4, 1993 at 25 NJ.R. 5(a).
Adopted: October 8, 1993 by Jeanne M. Fox, Acting

Commissioner, Department of Environmental Protection and
Energy.

Filed: October 14,1993 as R.1993 d.549, with substantive and
technical cbanges not requiring additional public notice and
comment (see N.J.A.C. 1:30-4.3).

Authority: N.J.S.A. 13:1D-l et seq.; 13:19-1 et seq.; 13:9B-l et
seq.; and 12:5-1 et seq.

Effective Date: November 15, 1993.
Expiration Date: July 24, 1995.

Summary of Hearing Officer Recommendations and Agency
Response:

On January 4, 1993, the Department proposed to amend the Coastal
Zone Management Rules on Outer Continental Shelf Oil and Gas
Exploration and Development so as to discourage rather than encourage
the rapid exploration of these potential energy resources. The Depart­
ment held a public hearing concerning the proposal on January 26, 1993,
in Trenton, New Jersey, and written comments were accepted through
February 3, 1993.

Robert A. Tudor, the Department's Land Use Regulation Program
Administrator, served as the hearing officer at the public hearing. One
member of the public, Mr. John Holtz, Associate Director of the New
Jersey Petroleum Council (NJPC) attended the hearing. Mr. Holtz was
present as an observer and stated that the NJPC intended to submit
written comments.

Administrator Tudor recommended that the Department adopt the
rules with the changes described in the Summary of Public Comments
and Agency Responses below. The Department agrees with the recom­
mendation. The hearing record may be reviewed by contacting Janis E.
Hoagland, Esq., Department of Environmental Protection and Energy,
Office of Legal Affairs, CN 402, Trenton, NJ 08625.

Pursuant to Federal regulations (15 C.F.R. 923.84), the Department
is providing public notice of this rulemaking action. The Department
considers this action to constitute Routine Program Implementation of
the New Jersey Coastal Zone Management Program. This term is dermed
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in 15 C.F.R. 923.84 as a program change which does not involve "substan­
tial changes in ... or to enforceable policies related to: (1) boundaries;
(2) uses subject to the management program; (3) criteria or procedures
for designating or managing areas of particular concern or areas for
preservation or restoration; and (4) consideration of the national interest
involved in the planning for and in the siting of, facilities which are
necessary to meet requirements which are other than local in nature."

The Department has requested the concurrence of the Office of Ocean
and Coastal Resources Management within the National Oceanic and
Atmospheric Administration (NOAA) in the determination that this
rulemaking action constitutes routine program implementation. Com­
ments concerning whether or not this rulemaking action should be
considered routine program implementation should be submitted by
December 6, 1993 to:

Clement Lewsey
National Oceanic and Atmospheric Administration
Office of Ocean and Coastal Resource Management
1305 East West Hwy.
Silver Spring, MD 20910

Summary of Public Comments and Agency Responses:
Two parties, Margaret Okuzumi and James E. Benton, Executive

Director of the NJPC, provided written comments to the Department
within the comment period. Their comments are presented below in the
order in which they were received.

1. COMMENT: Ms. Margaret Okuzumi of Westfield, New Jersey,
commented in support of the proposed amendment, citing the following
reasons: The proposed change to promote energy conservation and
greater use of alternative energy at the State and Federal level is a
welcome and necessary transition to decrease the State's and the nation's
dependence on oil. It is important that renewable energy be more widely
used because, according to calculations made by M. King Hubbard, oil
reserves may be depleted in the next 50 years or sooner. Furthermore,
the use of fossil fuel may have to be curtailed long before the reserves
are depleted, due to the unacceptable amount of pollutants generated
from their use, especially the release of carbon dioxide, which depletes
the ozone and causes global warming and raises the sea level. This change
will benefit the economy and environment and improve our quality of
life. The risk of oil spills will be lessened. New job opportunities will
be created near urban areas (where unemployment is most acute), as
a result of the implementation of energy conservation measures and the
development and application of alternative energy sources. Studies have
shown that using energy from renewable sources is extremely labor­
intensive and creates far more jobs than nuclear or any traditional fuel
sources (The Solar Job Book, Katherine Ericson, Brick House Publishing
Co., Andover, MA).

RESPONSE: The Department acknowledges this comment in support
of the proposal.

2. COMMENT: Mr. James Benton, Executive Director of the New
Jersey Petroleum Council (NJPC), objected to the proposed amendment
for the following reasons: There is no environmental evidence to support
the change. Past exploration activities have caused no environmental
damage to the shoreline or to fish and wildlife habitat. The risk of oil
spills is miniscule; only 0.00122 percent of oil produced has been spilled.
Offshore petroleum operations are strictly regulated by 90 sets of Federal
regulations and 17 major permits. Environmentally sensitive areas such
as fISh breeding grounds can be individually protected by excluding them
from any leasing arrangements. It is unlikely that any offshore platforms,
located 75 miles or more offshore, will be visible from shore.

Alternative energy sources and energy conservation cannot significant­
ly replace or reduce the nation's dependence on oil and gas, which
currently supply two-thirds of the country's energy needs. The U.S.
Department of Energy projects that the demand for oil and gas will
continue to grow in coming decades as the economy grows. New Jersey
ranks eighth in the nation in total petroleum product consumption. New
Jerseyans consume more than nine billion gallons of petroleum annually,
for everything from home heating to transportation. The State, therefore,
must be fully prepared to fully utilize all possible sources of energy,
including potential offshore reserves of oil and natural gas.

The revised policy is contradictory to the Department's support for
Assembly Bill 516, which promotes the use of natural gas as an alternative
transportation fuel in New Jersey. Also, New Jersey's recreational re­
source and tourism development has benefitted financially from revenues
generated by offshore exploration permit fees. New Jersey has received
over $91 million from the Land and Water Conservation Fund for various
water conservation and/or recreational facility development projects

ENVIRONMENTAL PROTECTION

throughout the State. Last, changes in CAFRA policy have been the
purview of the New Jersey legislature. Would it not be appropriate for
this policy to be reviewed first by the legislature? Has this policy been
prepared in consultation with the Atlantic Region Office of Minerals
Management Services, U.S. Department of Interior?

RESPONSE: The Department acknowledges NJPC's position on the
proposed amendments as well as on the other issues raised. The Sum­
mary of the proposal noted that the rule, as adopted, will more closely
reflect New Jersey's current Energy Master Plan and will further reduce
environmental threats posed by exploration activities as well as by the
eventual processing, transport and use of petroleum products, specifically
gasoline use. Both former Governor Kean and Governor Florio have
repeatedly requested the U.S. Congress to place a moratorium on New
Jersey's Outer Continental Shelf exploration because of environmental
and economic concerns, citing the threats OCS activities present to the
tourism and fishing industries. New Jersey has held this position for quite
some time, and it was conveyed in detail to the Office of Minerals
Management Services last year in response to the proposed five-year
leasing program.

While the NJPC is correct that the offshore platforms would be located
too far offshore to be visible to shore communities and visitors and that
the past offshore exploration activities have not placed any environmen­
tally sensitive areas in jeopardy, this is not a complete assessment of
the potential environmental and economic impacts associated with OCS
activities. Past experience does not guarantee that accidents will not occur
in the future or that the on-shore processing and refining activities will
not have any adverse environmental impacts, including visual degrada­
tion.

The Department also disagrees with the NJPC's position that the State
needs to further encourage OCS exploration in order to be fully prepared
for increased energy demand in the future. The exploration activities
to date show that the oil and gas resources off the New Jersey coast
are not commercially recoverable. The lack of readily available OCS
resources is a reason to decrease the State's dependence on oil and to
begin to look to all possible sources to meet future energy needs.

The revised policy does not contradict the Department's support for
Assembly Bill 516, which promotes the use of alternative transportation
fuels in New Jersey. Natural gas is one of several alternative fuels to
be explored for its marketability. The use of alternative fuels generates
less or no pollutants and, with the exception of natural gas, the fuels
are renewable.

The Department agrees that New Jersey's recreation and tourism
industries previously benefitted financially from offshore exploration
permit revenues. However, the oil and gas industry has already de­
termined that resources are not commercially recoverable off the New
Jersey coast and has not conducted any exploratory activities over the
last nine years when the previous rules were in place.

With respect to the commenter's statement that the Department
should have consulted the Legislature and the Office of Minerals
Management Services, the Department notes that the rules on Coastal
Zone Management are administrative rules and are promulgated and
amended in accordance with the Rules for Agency Rulemaking, N.J.A.C.
1:30 and the Administrative Procedure Act, N.J.S.A. 52:14B-l et seq.,
by the Commissioner of the Department. This administrative rulemaking
process is an open process subject to public scrutiny. Moreover, as noted
above, the adopted rule reflects more closely the current official position
of New Jersey, which has been conveyed to the Office of Minerals
Management Services a number of times over the last few years.

Summary of Agency-Initiated Changes:
The specific reference to the National Energy Strategy at N.J.A.C.

7:7E-7.4d(I) has been deleted in order to make it clear that while New
Jersey may look to Federal law for guidance, the State retains full
authority to make its own policies and decisions on Outer Continental
Shelf oil and gas exploration and development.

Full text of the adoption follows (additions to proposal indicated
in boldface with asterisks *thus*; deletions from proposal indicated
in brackets with asterisks *[thus]*):

7:7E-7.4 Energy Use Policies
(a) (No change.)
(b) Standards relevant to general energy facility siting procedure

are as follows:
1. The acceptability of all proposed new or expanded coastal

energy facilities shall be determined by the following review process.
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2. The Department will determine the need for future coastal
energy facilities according to three basic standards. The Department
will prepare an Energy Report with its determination of the need
for a coastal energy facility based on three required findings:

i.-iii. (No change.)
3. The Department will determine the acceptability of coastal

energy facilities using this chapter supported by appropriate, techni­
cally sound analyses of alternatives.

4. Rationale: See OAL Note at the beginning of the subchapter.
(OAL NOTE: The following amendment is a change to the ra­

tionale for N.J.A.C. 7:7E-7.4(b) which, as explained in the Code,
is not published as part of the Code.)

Rationale: The State's Energy and Coastal Zone Management
Programs share responsibility for carrying out the energy facility
siting, planning and project review. These review standards and
procedures facilitate a concurrent and coordinated review of the
need for and siting of energy facilities in the coastal zone by the
State's Energy and Coastal Zone Management programs.

(c) (No change.)
(d) Outer Continental Shelf (OCS) Oil and Gas Exploration and

Development Policy
1. Exploration of the Mid-Atlantic, North Atlantic, and other

offshore areas with potential reserves of oil and natural gas is
discouraged, as long as *there are* other viable alternatives with
less or no environmental threats to the coastal environment, includ­
ing energy conservation, *which* have not been fully explored *[and
fully integrated into the National Energy Strategy]*. *[Nevertheless,
should]* *Should* exploration occur and commercially recoverable
amounts of oil or natural gas be found, development and production
of offshore hydrocarbons shall be carried out according to the
specific energy facility policies of this section.

2. Rationale: See OAL Note at the beginning of the subchapter.
(OAL NOTE: The following amendment is a change to the ra­

tionale for N.J.A.C. 7:7E-7.4(d) which, as explained in the Code,
is not published as part of the Code.)

Rationale: The decision of the U.S. Department of Interior to
lease offshore tracts for oil and natural gas exploration presents New
Jersey with new onshore and marine-related environmental problems
and opportunities (See Figure 15). New Jersey recognizes the na­
tional need to identify new energy supplies, but discourages the
exploration of offshore oil and gas reserves as long as there are other
viable alternative measures that could meet national energy needs
without posing any environmental threats. These measures include
demand reduction, conservation and renewable energy sources. New
Jersey encourages a balanced energy use strategy which fully ex­
plores all alternatives and evaluates the viability of each in a com­
prehensive manner, before continuing to rely on oil, gas and other
energy sources posing environmental risks.

New Jersey strongly advocates that energy conservation be fully
integrated into all major governmental policies affecting economic
and land use developments, because it is a cost-effective, long term
measure which bears no negative environmental consequences. This
is especially important in the New Jersey coastal area where the
tourism based economy is closely tied to the quality of the coastal
environment. Energy conservation is a key component of the New
Jersey State Energy Master Plan, Transportation Master Plan and
State Implementation Plan for air quality, all of which directly and
indirectly affect the development pattern of the coastal area. Energy
conservation and other environmentally non-threatening measures
need to be fully factored into the national energy demand and supply
equation, and afforded a leading role in the formulation of national
energy strategy.

A number of natural gas strikes were made on tracts leased in
the Mid-Atlantic OCS Region since the 1970s. These strikes did not
constitute a commercial discovery. In the event that commercial
quantities of natural gas and/or oil are found off the New Jersey
coast, there may be considerable onshore and offshore activity during
the development stage of OCS operations that is necessary for the
production of these hydrocarbon resources. Development activity
will diminish once production begins.

Figure 15 (No change.)
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To minimize the impact of needed facilities, DEP encourages the
location of OCS-related facilities, except oil and gas transportation
facilities, in developed areas where the infrastructure and labor
market already exist to absorb such activity.

During the construction of onshore oil and gas facilities, there
may be an influx to the coastal zone of the marine service and
engineering industry. This service sector office-oriented activity will
be encouraged to locate in urban centers, such as Atlantic City.

(e)-(s) (No change.)

(a)
COMMISSION ON RADIATION PRO'rECTION
Notice of Administrative Correction
Medical Diagnostic X-ray Installations
Adopted New Rules: N.J.A.C. 7:28-15

Take notice that the Department of Environmental Protection and
Energy has discovered an error in the notice of adoption for the above­
referenced new rules, published in the October 18, 1993 New Jersey
Register at 25 N.J.R. 4770(a). In the paragraph explaining the Com­
mission-initiated change upon adoption at N.J.A.C. 7:28-15.4(f)lOii (see
25 N.J.R. 4776), certain mammography linearity requirements were er­
roneously stated as applicable to equipment manufactured after May 3,
1993. As reflected in the adopted rule provision at 25 N.J.R. 4784, such
requirements are actually applicable to equipment manufactured after
May 3, 1994. This notice of administrative correction is published
pursuant to N.J.A.C. 1:30-2.7.
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(b)
DIVISION OF EPIDEMIOLOGY, ENVIRONMENTAL

AND OCCUPATIONAL HEALTH SERVICES
Pilot Low-Cost Spaying and Neutering Clinic Surgery

Fees
Adopted New Rules: N.J.A.C. 8:23-6
Proposed: July 19, 1993 at 25 NJ.R. 3116(a).
Adopted: October 19, 1993 by Bruce Siegel, M.D., M.P.H.,

Commissioner, Department of Health.
Filed: October 20,1993 as R.1993 d.568, without change.
Authority: N.J.S.A. 4:19A-l1.
Effective Date: November 15,1993.
Expiration Date: December 13, 1994.

Summary of Public Comments and Agency Responses:
The Department received comments from Mr. Richard J. Alampi,

Executive Director, New Jersey Veterinary Medical Association, concern­
ing the rule proposal.

COMMENTS: The New Jersey Veterinary Medical Association
(NJVMA) strongly feels that to allow the Pilot Clinic to raise its fees
at this time is wrong. Private practitioners who participate in the Depart­
ment's Animal Population Control (APC) Program enjoy none of the
tax-exempt privileges that accrue to the Pilot Clinic and are not being
given the same opportunity to raise their fees. The proposed increase
reflects an average increase of 15.3 percent, which is a very generous
subsidy, according to the commenter.

The commenter continues by stating that the proposed fee increase
would also provide for a price range for spaying of female dogs from
$40.00 to $55.00. This is more than twice the cost for the same surgery
done under the adoption provisions of the APC Fund, and calls to
question whether the surgery would truly continue to be "low-cost."

The NJVMA further suggests that before appropriating fees from the
general treasury, the Pilot Clinic should increase its fundraising efforts.
Figures published in the New Jersey Register show that in FY 1992,
the Pilot Clinic generated $135,010 in surgical fees, and received $85,000
in State grant funding, for a total of $220,010. Operating costs totaled
$238,000, leaving a shortfall of almost $18,000. This does not appear
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an unreasonable amount to ask the contractor, People For Animals, Inc.,
to raise via contributions or donations, and should be emphasized before
raising fees.

The NJVMA also questions if the contract for operating the Pilot
Clinic has been put out to bid, since the contract was awarded to People
For Animals, Inc. in 1984. Perhaps another contractor would be able
to operate the clinic within the existing budget provided by surgical fees
and grants.

RESPONSE: Since the inception of the Pilot Clinic operations in 1984,
there have been only two requests from the Board of Directors for
increases in fees with the first being in 1989 for $5.00, and this proposed
increase for $5.00 in selected categories. In contrast, the veterinarians
participating in the APC Program have realized a number of increases
in their fees since the inception of program operations in 1984. Specifical­
ly, over the four year period of January 1989 through December 1992,
veterinarian fees have increased by 20 percent for those private practi­
tioners participating in the Department's APC Program.

It is inappropriate to compare the fee cost to the consumer for Pilot
Clinic services to the copayment fee required of consumers eligible to
participate in the APC Program. The Pilot Clinic fee represents the total
cost of surgery and all immunizations, including rabies vaccination. In
contrast, the copayment fee provided by the consumer is set by statute
and is not the total cost for the same services, nor does the surgical
cost include reimbursement to veterinarians for immunizations.

As a point of clarification, the Pilot Clinic funds are derived from
a $0.20 surcharge on all licensed dogs and are to be used exclusively
for the operations of the Pilot Clinic; hence, no appropriations are
required from the general treasury.

During Fiscal Year 1993, the Pilot Clinic completed 4,245 surgeries,
of which 2,581 surgeries are in the specific categories of the requested
fee increases. Based on the same number of surgeries, the increase would
provide an additional $12,905 in income and reduce the projected
shortfall of approximately $18,000 to approximately $5,000, which is more
reasonable to expect the contractor to contribute through such means
as fundraising.

The stated intent of the enabling legislation was to determine the
feasibility of opening additional clinics throughout the State. Inherent
in the charge is the determination as to whether or not a Pilot Clinic
can become self sufficient. In order to properly assess this, it is necessary
to award this grant through a noncompetitive process and it is the
Department's opinion that it is not feasible or appropriate to open
additional Pilot Clinics or change the existing Pilot Clinic at this time.

AGENCY NOTE: The Department has discovered an error in the
proposed rule Summary published on July 19, 1993 in the New Jersey
Register, and corrects the statutory citation regarding immunization from
N.J.S.A. 4:19-11e to N.J.S.A. 4:19-11c.

Full text of the adoption follows:

SUBCHAPTER 6. PILOT LOW COST SPAYING AND
NEUTERING CLINIC SURGERY FEES

8:23-6.1 Fees
The public may have dogs and cats spayed or neutered, as the

case may be, in a humane manner by a licensed veterinarian at the
pilot clinic upon payment of the following fees:

For spaying females dogs weighing
Not more than 40 pounds .
41 to 60 pounds .
Over 60 pounds ..
For spaying female dogs which are pregnant or

in heat 55.00
For neutering male dogs weighing
Not more than 40 pounds 30.00
41 to 65 pounds 35.00
Over 65 pounds 40.00
For spaying female cats of any weight 35.00
For spaying female cats which are pregnant or

in heat 35.00
For neutering male cats of any weight 30.00

8:23-6.2 Immunizations included in fees
The fees shall include immunization of dogs against distemper,

hepatitis, and leptospirosis and the immunization of cats against
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feline panleucopenia, pneumonitis and rhinotracheitis, which im­
munization shall be given at least 10 days prior to surgery on animals
not previously immunized.

(a)
HOSPITAL REIMBURSEMENT
Hospital Financing
Adopted Amendments: N.J.A.C. 8:31 B-1.1, 1.2,3.1,

3.3, 3.11 , 3.16, 3.17, 3.24, 3.26, 3.43, 4.2, 4.3, 4.4,
4.6,4.12,4.15,4.16,4.21,4.24,4.25,4.31,4.32,
4.33, 4.34, 4.54, 4.59, 4.61, 4.62, 4.64, 4.65, 4.66,
4.67,4.72,4.76,4.77,4.98 and 4.131

Adopted Repeals: N.J.A.C. 8:31 B-3.2, 3.4, 3.5, 3.6,
3.7,3.9,3.10,3.15,3.18,3.19,3.20,3.21,3.22,3.23,
3.27,3.28,3.29,3.30,3.31,3.32,3.33,3.34,3.37,
3.38,3.39, 3.40, 3.41, 3.42, 3.44, 3.45, 3.51,3.52,
3.55,3.57,3.63,3.64,3.65,3.71,3.72,3.73,3.74,
3.75,3.87; N.J.A.C. 8:31 B-5; Appendices I, III, IV,
V, VI, VII, VIII and XI

Adopted Repeal and New Rule: N.J.A.C. 8:31 B-4.1
Proposed: July 19, 1993 at 25 N.J.R. 3117(a); see also 3566(a),

August 2, 1993.
Adopted: October 19, 1993 by Bruce Siegel, M.D., M.P.H.,

Commissioner of Health (with approval of the Health Care
Administration Board).

Filed: October 21, 1993 as R.1993 d.593, with substantive
changes not requiring additional public notice or comment
(see N.J.A.C. 1:30-4.3).

Authority: N.J.S.A. 26:2H-l et seq.

Effective Date: November 15, 1993.
Expiration Date: August 17, 1995.

Summary of Public Comments and Agency Responses:
COMMENTER: North Jersey Physician's Review
COMMENT: N.J.A.C. 8:31B-3.76, Necessity and appropriateness of

health care services. The commenter believes that there is a typographical
error listing this section as proposed for repeal.

RESPONSE: N.J.A.C. 8:31B-3.76 was erroneously listed as a proposed
repeal in the heading of the notice. A correction appears in the New
Jersey Register on August 2, 1993, at 25 N.J.R. 3566(a), removing this
section from the repeal listing.

COMMENTER: New Jersey Manufacturer's Insurance Company
COMMENT: Additional rules should be proposed in support of P.L.

1992, Chapter 160, the Health Care Reform Act, to prohibit cost shifting
and to establish standards for negotiated discounts and contracts between
payers and hospitals.

RESPONSE: This comment is not relevant to the scope of the current
proposal. The Department recommends no change to this proposal as
a result of this comment, but will review the comment further and share
it with the Essential Health Services Commission, established under the
Health Care Reform Act.

Summary of Agency-Initiated Changes:
The Department recognizes that amendments to N.J.A.C. 8:318-4.1

and 4.2 are required for clarification of the purpose of Subchapter 4,
Financial Elements and Reporting, and for the removal of all reference
to hospital payment rates to be in conformance with the Health Care
Reform Act of 1992, P.L. 1992, Chapter 160.

This oversight is being corrected by including changes to N.J.A.C.
8:31B-4.1 and 4.2 in the adoption of the proposed amendments to
N.J.A.C. 8:31B. These additional amendments are only minor substantive
changes which do not significantly enlarge or curtail the scope of the
rule and its burden, enlarge or curtail who or what will be affected by
the rule, or change what is being prescribed or mandated by the rule.

N.J.A.C. 8:31B-4.1, Purpose, required a change in the overall focus
of the subchapter and language modification to be in conformance with
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the Health Care Reform Act of 1992, regarding the elimination of the
determination of hospital payment rates. Therefore, the rule is rewritten
for clarity.

N.J.A.C. 8:3IB-4.2, Functional versus responsibility reporting, con­
tained a reference to hospital payment rates which is no longer applicable
and appropriate language is inserted.

Full text of the adoption follows (additions to proposal indicated
in boldface with asterisks *thus*; deletions from proposal indicated
in brackets with asterisks *[thus]*):

CHAPTER31B
HOSPITAL FINANCING

SUBCHAPTER 1. GENERAL PROVISIONS

8:3IB-l.l Purpose and scope
The purpose of this chapter is to satisfy the requirements of the

Health Care Facilities Planning Act, P.L. 1971, c.136 as amended
by P.L. 1978, c.83; P.L. 1991, c.187; and P.L. 1992, c.160, and support
the public policy of the State that hospital and related health care
services of the highest quality, of demonstrated need, efficiently
provided and properly utilized at a reasonable cost, be available to
inhabitants of the State.

8:3IB-1.2 Definitions
The following words and terms, as used in this chapter, shall have

the following meanings unless the context clearly indicates otherwise.

"Base year" means the year from which historical cost data are
utilized.

"Current Cost Base" means the actual costs and revenue of the
hospital as identified in the Financial Elements in the base reporting
period.

"Equalization Factor" means the factor that is calculated based
on defined Labor Market Areas and multiplied by hospital costs to
permit comparability between differing regional salary costs.

"Financial Elements" means those items of revenue, expenses and
other data defined in N.J.A.C. 8:3IB-4 for reporting to the Depart­
ment of Health.

"Preliminary Cost Base" means the estimated revenue a hospital
may collect based on an approved schedule of rates which includes
DRG rate amounts and indirect costs not included in the all-inclusive
rate. Those indirect costs will either be the dollar amount specified
or the estimated amount determined by a specific percentage adjust­
ment to the rate.

"Reporting Year" means the year in which current financial and
statistical data is being reported.

SUBCHAPTER 3. FINANCIAL MONITORING AND
REPORTING REGULATIONS

8:31B-3.1 Statement of purpose
The following financial monitoring and reporting rules in conjunc­

tion with Financial Elements (N.J.A.C. 8:3IB-4), the Uniform Cost
Reporting (N.J.A.C. 8:31A-5.5) and the Rules on Hospital Reporting
of Uniform Bill-Patient Summaries regulations (NJ.A.C. 8:31B-2),
constitute the minimum necessary steps for implementing the Health
Care Facilities Planning Act, P.L. 1971, c.136 as amended by P.L.
1978, c.83; P.L. 1991, c.187 and P.L. 1992, c.160. These regulations
should provide an environment in which to move towards the objec­
tives of an accurate system of monitoring and reporting. This system
meets the purpose of the law, to insure the citizens of New Jersey
economical provision of necessary and appropriate medical services
of the highest quality.

8:31B-3.3 Uniform Reporting: Current Costs
(a) The Commissioner shall collect and review the actual costs

for the institutions as reported in accordance with the Financial
Elements and Reporting (N.J.A.C. 8:3IB-4). Costs so reported shall
be subject to revision due to subsequent audits in accordance with
NJ.A.C. 8:3IB-3.17.
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(b) Late submission of current cost data, as defined in N.J.A.C.
8:31B-4.6(c), including Audited Financial Statements, will result in
penalties of $200.00 per working day past the appropriate submission
date.

8:31B-3.11 Same day surgery
(a) (No change.)

8:3IB-3.16 Current Cost Base
(a) A hospital's Current Cost Base is defined as the actual costs

and revenue as identified in the Financial Elements in the base
reporting period as recognized by the New Jersey Department of
Health.

(b) The Current Cost Base is also used as the basis for the health
care (hospital) analysis and reporting system.

(c) (No change in text.)

8:31B-3.17 Financial elements reporting audit adjustments
(a) The aggregate Current Cost Base is developed from financial

elements reported to New Jersey State Department of Health and
includes:

1. (No change.)
2. Less net income from specified sources (as defined in NJ.A.C.

8:3IB-3.25); and
3. Capital Facilities Costs: Capital cash requirements (as defined

in N.J.A.C. 8:3IB-4.21).
(b) All reported financial information shall be reconciled by the

hospital to the hospital's audited financial statement. In addition,
having given adequate notice to the hospital, the Department of
Health may perform a cursory or detailed on-site review at the
Department's discretion of all financial information and statistics to
verify consistent reporting of data and extraordinary variations in
data relating to the development of the Current Cost Base (CCB).
Any adjustments made subsequent to the financial review (including
Medicare and Medicaid audits and New Jersey State Department
of Health reviews) shall be brought to the attention of the Com­
missioner by the hospital, the Department of Health, appropriate
fiscal intermediary or payer where appropriate and shall be applied
proportionately to the Cost Base.

(c) Hospitals shall submit a complete list of exceptions to the
proposed audit adjustments, together with appropriate written
documentation, within 60 days of receipt of the Department's written
summary of these adjustments, or these adjustments shall be im­
plemented in accordance with (b) above. Consideration shall be
given only to documentation submitted in accordance with this
schedule.

8:3IB-3.24 Off-site primary care
The Commissioner may establish demonstration projects involving

hospital-affiliated off-site outpatient facilities providing primary care
under an agreement with the Department of Health. For hospitals
selected to participate in such programs, there may be reporting
requirements, as defined in rules by the Department of Health, to
evaluate these programs.

8:3IB-3.26 Update factors
(a) Economic Factor: An economic factor shall be calculated for

each hospital. It shall take into account the level of hospital expenses
and replacement cost of major moveable equipment, using the cost
components reported to the New Jersey State Department of Health.
The economic factor is the measure of the change in the prices of
goods and services used by New Jersey hospitals. The economic
factor shall be based, as far as possible, on recorded price changes.
For that part of the period covered by the economic factor for which
recorded prices are unavailable, the economic factor shall be based
on the best available forecast of price trends.

1. The economic factor shall be determined by the Commissioner
of Health prior to the beginning of each year.

2. The economic factor calculation shall include the most current
measure of inflation/deflation and will reflect changes in a fixed
market basket of goods as determined by the Commissioner. The
economic factor should not take into account changes in technology
or disease entities as these are adjusted through the technology
factor.
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(b) Cost Change Factor: An actual cost change factor shall be
calculated for each hospital, in accordance with N.J.A.C. 8:31B-4.
It shall take into account the level of hospital expenses and replace­
ment costs of major moveable equipment, using the cost components
reported to the New Jersey State Department of Health. The actual
cost change factor is the actual measure of the change in the prices
of goods and services used by New Jersey hospitals, to be based
upon reported expenses.

(c) Technology Factor: The technology factor shall be based on
the Scientific and Technological Advancement Allowance recom­
mended annually to the Secretary of the United States Department
of Health and Human Services by the Prospective Payment
Assessment Commission (ProPAC). The factor shall be composed
of the proportion of incremental operating costs associated with
ProPAC's identified cost increasing technologies. Allowances for
technologies not included in the technology-specific projections, less
the proportion of incremental operating costs of cost-decreasing
technologies identified by ProPAC will be included, if available.

8:3IB-3.43 Reporting of charges
(a) A hospital shall submit to the Commissioner a copy of its

charges in use during the current year for review and monitoring
purposes.

(b) A hospital must notify the Commissioner of any charges
adjusted throughout the year which alter overall estimates of net
revenue to be collected.

SUBCHAPTER 4. FINANCIAL ELEMENTS AND
REPORTING

8:31B-4.1 Purpose
"[(a) "In order to provide for the protection and promotion of

the health of the inhabitants of the State, promote the financial
solvency of hospitals and similar health care facilities and contain
the rising cost of health care services, the State Department of
Health, which has been designated as the sole agency in this State
for comprehensive health planning under the National Health Plan­
ning and Resources Development Act (Federal Law 93-641) as
amended and supplemented, shall have the central, comprehensive
responsibility for the development and administration of the State's
policy with respect to health planning care services, and health care
facility cost containment programs." (Health Care Facilities Planning
Act of 1971 as amended 1978, 26:2H-l).

(b) "To establish and maintain a fair and equitable system for
determining (hospital) payments, the Commission shall require each
health care facility to report such financial, statistical and patient
information as may be required, in accordance with a uniform system
of reporting ..." (26:2H-lOd). This manual is intended to implement
these provisions of Health Care Facilities Planning Act pertaining
to health care services provided by hospitals.]"

*(a) The purpose of this subchapter is to provide the basis for
a standardized system of reporting the financial elements to be used
in conjunction with the Hospital Reporting of Uniform Bill-Patient
Summaries regulation (N,J.A.C. 8:31B-2), the Financial Reporting
and Monitoring regulation (N,J.A.C. 8:31B-3) and the Uniform Cost
Reporting rule (N,J.A.C. 8:31A-5.5) for implementing tbe Healtb
Care Facilities Planning Act, P.L. 1971, c.136 as amended by P.L.
1978, c.83; P.L. 1991, c.187 and P.L. 1992, c.160.

(b) The Commissioner sball require eacb general acute care
hospital to report cost, revenue and statistical information in ac­
cordance with the uniform system described in tbis subcbapter. Tbis
information is critical and is required to support tbe Department's
public health activities wbich include planning, licensing, providing
information to consumers and other interested parties and monitor­
ing hospital costs and revenues.*

8:31B-4.2 Functional versus responsibility reporting
(a) (No change.)
(b) Expenses, revenues and other data reported in a manner

consistent with the definitions included herein will provide a sound
basis for the establishment of "[hospital payment rates]" *a uniform
system of reporting*. This manual, however, is not requiring that
institutions adopt this functional reporting system for their internal
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management reports, so long as institutions maintain the ability to
report data with reasonable accuracy in accordance with the func­
tional definitions and expense and revenue classifications defined
herein.

(c) A hospital should structure its accounts for the purpose of
managing a sound cost-effective and financially viable organization.
In many instances, principally due to various budgetary control
objectives, this goal may be better achieved through recording of
expenses and revenues on a responsibility basis. However, it is highly
unlikely that expenses and revenues recorded on a responsibility
basis can be reported "as is" on the prescribed uniformed functional
basis. This will necessitate the recast of expenses, revenue and
statistics per N.J.A.C. 8:3IB-4. Various reporting schedules provide
the hospital with the opportunity to insure that the financial data
used to develop the financial elements of the current Cost Base,
despite the recasts and allocations involved, are equivalent to the
hospital's own audited financial statements. A working knowledge
of the principles, concepts and definitions included herein, especially
with regard to the inclusion of specific functions within reporting
centers and of the natural classifications of expense, is necessary for
a hospital's accurate compliance with these reporting requirements.

8:3IB-4.3 Prescribed reporting principles
(a) The reporting principles and concepts described in this

chapter have been drawn from existing systems wherever possible.
(b) (No change.)

8:3IB-4.4 Accounting entity
(No change in text.)

8:3IB-4.6 Reporting period
(a) The basic reporting period is the 12 consecutive calendar

months utilized for Medicare.
(b)-(c) (No change.)

8:31B-4.12 Basis of valuation
(a) (No change.)
Recodify existing (c)-(f) as (b)-(e) (No change in text.)

8:31B-4.15 Revenues and deductions from revenue
(a) If a hospital receives less than its full charges for the services

it renders, it shall report to the Department both the gross revenue
and revenue "adjustments" resulting from failure to collect full
charges for services provided. These revenue adjustments are called
Deductions from Gross Revenue. The specific deductions required
for reporting Revenue Related to Patient Care, as defined in
N.J.A.C. 8:3IB-4.32 are defined in (a)1 through 11 below. Any
individual allowance must be reported in only one of the 10 deduc­
tion categories and three contra categories (although individual
transactions may be distributed among several if appropriate):

1. (No change.)
2. Prompt payment discounts: These adjustments are the dif­

ference between charges and payments received due to the prompt
payment of a bill.

3. (No change.)
4. Courtesy adjustments: These deductions represent adjustments

from charges for services rendered to any individual other than
employees of the hospital and not otherwise more appropriately
categorized, including any patient accounts written off contrary to
the hospital's formal policies relative to credit, bad debts and in­
digency care.

5. (No change.)
6. Medical denials: These deductions represent amounts not due

from patients or third party payors because of a ruling by appropriate
utilization review or certification processes which determine that the
services rendered were not medically appropriate or necessary, but
excluding medical denials classified as Nursing Home Placement.

7.-11. (No change.)
(b) (No change.)

8:3IB-4.16 Fund accounting
(a)-(b) (No change)
(c) Funds fall into four categories: Unrestricted Funds, Donor

Restricted Plant and Equipment Fund, Specific Purpose Funds and
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Endowment Funds. The accounts within each fund are self-bal­
ancing, and each fund constitutes a separate subordinate accounting
entity. This subsection outlines the conditions and events which
require separate accountability within the established funds.

1. Unrestricted Funds are used to account for all monies not
restricted by donors or grantors in accordance with the rules set forth
in this section. Two funds are to be established for unrestricted
funds:

i. (No change.)
ii. Board Designated Funds are unrestricted funds which have

been designated for specific purposes by the hospitals governing
board. The board retains the right to undesignated such funds. The
amount of such board designated funds for capital replacement and
renovation as well as the sources and applications of all Board
Designated Funds shall be reported annually to the Department of
Health per N.J.A.C. 8:3IB-4.13.

2. Restricted Internally Generated Major Moveable Equipment
Replacement Fund ("Equipment Fund") is a fund to be used to
account for the portion of all Net Revenues Related to Patient Care
for the leasing, depreciation or replacement of major moveable
equipment.

i. Income from the investment on the fund's assets shall also be
credited to this fund, net of any income taxes attributable to such
income. Investments are to be reported at market value, and
unrealized gains and losses are to be reported as income or loss
each period.

ii. (No change.)
3.-6. (No change.)

8:31B-4.21 Accounting for capital facilities cost
(a)-(g) (No change.)
(h) Any changes in debt financing shall be reported to the Com­

missioner as they occur.

8:3IB-4.24 Self insurance
(a) (No change.)
(b) It is required that where self-insurance for other than those

items listed above is elected to be used by a facility, the method
should conform with the following:

1. Self-Insurance Fund: The hospital or pool established a fund
with a recognized independent fiduciary such as a bank or a trust
company. The hospital or pool and fiduciary enter into a written
agreement which includes all of the following elements:

i.-ii. (No change.)
iii. Payments by Fiduciary: The agreement must provide that with­

drawals must be for malpractice and comprehensive general patient
liability losses only and those expenses listed in (b)4 below. Any
rebates, dividends, etc., to the hospital from the fund will be used
to reduce allowable cost.

iv.-v. (No change.)
2.-4. (No change.)

8:31B-4.25 Related organizations
(a) Auxiliaries, guilds, fund raising groups and other related or­

ganizations frequently assist hospitals. Such organizations are in­
dependent if they are so characterized by their own charter, by-laws,
tax-exempt status and governing board or a sufficient combination
of these characteristics to demonstrate their independent existence
from the hospital. The financial reporting of these organizations
should be separate from or combined with reports of the hospitals
in accordance with the AlCPA's Hospital Audit Guide, as amended
and supplemented, available from the AlCPA Order Department,
P.O. Box 2209, Jersey City, N.J. 07303.

(b)-(c) (No change.)
(d) At the Department's request relevant information reported

to the Department may include:
1.-5. (No change.)

8:3IB-4.31 Financial elements generally
The financial elements shall include the cost of the following, as

defined in regulations proposed by the Commissioner and approved
by the board: direct patient care principal and interest payments;
paid taxes, excluding income taxes; education, research and training
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programs, not otherwise paid for by the State; the provision of health
care services to individuals unable to pay them for reasons of
indigency; bad debts, provided adequate recovery procedures are
followed; preservation, replacement and improvement of facility and
equipment subject to appropriate planning requirements; reasonable
working capital ... and where applicable and appropriate, reasonable
return on investment where a hospital is operating efficiently and
effectively.

8:31B-4.32 Services related to patient care
(a)-(c) (No change.)
(d) The Commissioner shall issue a public report on reimburse­

ment for services purchased from vendors that are in violation of
State certificate of need regulation.

8:31B-4.33 Direct patient care
Direct Patient Care is the provision by a hospital of medically

necessary and appropriate health care services.

8:31B-4.34 Paid taxes
Taxes are monies paid to a governmental unit for conducting

business related to direct patient care within its jurisdiction. Taxes
related to fmancing of operations through the issuance of bonds,
property transfers, issuance or transfers of stocks, and the like, are
not classified as taxes; rather, they are to be amortized or depreciated
with the cost of the security or asset. Sales and real estate taxes
paid by a hospital in the provision of Services Related to Patient
Care are to be included as Paid Taxes. All sales and real estate
taxes for Services Related to Patient Care are to be reported in the
General Administrative Services cost center and also reported
separately from other classification of expense. Employment related
taxes, such as FICA, Unemployment Compensation, and Worker's
Compensation, are to be classified as employee fringe benefits for
all employees, including hospital based physicians. Monies received
by a hospital which chooses to self-insure in lieu of payments of
Unemployment Compensation taxes and the associated adminis­
trative costs of such a self insurance program are included as finan­
cial elements and classified as employee fringe benefits, if such
monies are reasonably related to the hospital's unemployment com­
pensation experience.

8:31B-4.54 Employee Fringe Benefits
Employee Fringe Benefits are amounts paid to or on behalf of,

an employee, in addition to direct salary or wages, and from which
the employee or his beneficiary derives a personal benefit before
or after the employee's retirement or death. Fringe Benefits as­
sociated with physicians are to be reported with physician's com­
pensation. Pensions, annuities and deferred income arrangement
costs for past and current services are to be accounted for and
reported in accordance with Employee Retirement Insurance and
Security Act (ERISA) and Internal Revenue Service (IRS) require­
ments. Employee Fringe Benefits include FICA, State and Federal
unemployment insurance, disability insurance, life insurance,
employee health insurance, retirement (net of actuarial and realized
gains on the investment of related funds), worker's compensation
insurance, other payroll related employee benefits, tuition reim­
bursement and other training, moving expenses of new employees
of a non-recurring nature, the cost of providing free or subsidized
meals or cost to the employee at less than charges to employees,
employee parking lot costs net of any revenue received for operation
of facility, and other non-payroll employee benefits. The cost of
providing health care services to employees is included in classi­
fications of expense in various cost centers providing the funds.
Where a hospital elects to self-insure for worker's compensation or
unemployment insurance, costs reported should be the amounts set
aside for that accounting period plus associated administrative costs,
where a separate fund has been established, to the actual amounts
of claims paid during the accounting year if a fund is not established.
(See N.J.AC. 8:3IB-4.24.) Where a hospital provides free or
subsidized health care services to employees or physicians, the
hospital's customary charges should be generated and accounted for
separately as personnel health allowances. (See N.J.A.C. 8:3IB-4.15.)
In order to preserve comparability of hospital expenses for provision
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Salaries

Direct Cost

Salaries or FTEs

FTEs
FTEs
FTEs
FfEs

(g) Excluded Ambulatory Services: HealthStart Maternal Care
Health Support Services. The revenues and expenses associated with
the provision of these services shall be treated as Case C, netted
against each other.

(h) Excluded Ambulatory Services: HealthStart Pediatric Conti­
nuity of Care. In Hospitals with salaried pediatricians, revenues and
expenses associated with non-institutional Medicaid capitated fee
shall be treated as Case C and netted against each other.

(i) Mobile Intensive Care Unit (MICU) Services provided after
November 1, 1987: The cost and revenue related to these services
are to be treated as Case C, revenues and expenses are netted.
Sufficient accounting records should be maintained to account for
the costs of such operations (that is, Medicare cost report
HCFA-2552) and such direct and indirect cost shall be excluded from
Costs Related to Patient Care.

8:31B-4.64 Sales and services not related to patient care.
(a)-(e) (No change.)
(f) Gift and Coffee Shops revenue and expense (including sales

tax expense) as well as other activities which may be supported by
volunteers are excluded from Services Related to Patient Care
(Case C).

(g) (No change.)
(h) Parking lot or parking garage expenses and revenues at the

site of the hospital are to be netted and the remainder apportioned
between employees and others per N.J.A.C. 8:318-4.131. The
provision of parking facilities to:

1.-2. (No change.)
3. Others are included (Case B) if the hospital's charge for park­

ing is not substantially inconsistent with other parking facilities in
the community where the hospital is located.

i. (No change.)

8:31B-4.65 Patient convenience items
(a)-(e) (No change.)
(f) Private Room Differential Income above a hospital's most

common charge for a. sC'(mi-pri~ate room for similar routine services,
when specifically requested by the patient is excluded and treated
as Case C. Where ordered by the attending physician for medical
necessity, income is excluded and treated as Case C. Hospitals should
maintain separate revenue classifications for medically necessary and
patient convenience private room revenue.

8:318-4.66 Administrative items
(a)-(c) (No change.)
(d) Gains on pension reversions are included as Services Related

to Patient Care and, as such, shall be treated as Case B and offset
against Costs Related to Patient Care.

8:31B-4.67 Non-operating revenues (net of expenses)
(a)-(i) (No change.)
U) Interest income from financial charges on delinquent accounts

receivable shall not be included in Costs Related to Patient Care.
Income shall be treated as a Case C item.

8:318-4.72 Medical-Surgical Acute Care Units (MSA)
(a) Function:
1. (No change.)
2. All revenue generated from charge differentials between

private and semi-private rooms (except those assigned for medical
necessity) is to be reported here, and also as a reconciliation per
instructions in N.J.A.C. 8:318-4, Part IV. Medical and Surgical
Supplies should be reported in accordance with N.J.A.C. 8:318-4.55.

3. (No change.)
(b) (No change.)

8:318-4.76 Burn Care Unit (BCU/ICU)
(a)-(b) (No change.)

8:318-4.77 Intensive Care Units (ICUIBCU)
(a) Function:
1. Intensive Care Units provide nursing care to patients who,

because of surgery, shock, trauma, serious injury or life threatening
conditions, require intensified comprehensive observation and care.
These units are staffed with specially trained nursing personnel and

of direct patient care, purchased employee health insurance expenses
are reported as a separate cost center and not distributed to the
labor costs of each center. Employee Fringe Benefits are assigned
to the cost center in which the employee's compensation is reported
on the following bases per N.J.A.C. 8:318-4.131.

Benefit Basis of Assignment
FICA-non-physician

physician
All other Payroll Related
Benefits including Unemployment
Insurance, Disability Insurance,
Worker's Compensation and
Pension and Retirement
Life Insurance
Employee Education and

Training
Room and Board
Cafeteria
Parking Lot

8:318-4.59 Major Moveable Equipment
Major Moveable Equipment, as defined in N.J.A.C. 8:318-4.21 are

expenses to be included in the costs of each center at historical
depreciation costs (or both owned and capitalized leased equipment)
and operating lease expenses. Interest expense incurred through
purchase or capitalized leases of Major Moveable Equipment is not
included with Major Moveable Equipment costs and is reported per
N.J.A.C. 8:318-4.66(e).

8:31B-4.61 Reports of costs and revenues
(a) Expenses incurred and revenues generated by a hospital for

items not included in the definitions of Services Related to Patient
Care (i.e., Routine Services. Ambulatory Services, Ancillary Services,
Patient Care General Services, and Institutional Services) are classi­
fied as either other operating expenses and revenues (determined
per N.J.A.C. 8:31B-4.131) or non-operating revenue and are to be
accounted for separately to determine if and how they will be applied
to Costs Related to Patient Care and the Capital Facilities Allowance
to determine the hospital total financial elements or the Current
Cost Base. There are three cases into which income is classified:

1. Case A-Expenses and revenues related to activities which the
hospital has selected to engage in but which are not an integral part
of, or necessary for, the provision of patient care. Such expenses
and revenues are netted against each other.

2. Case B-Expenses and revenues related to activities which the
hospital has elected to engage in and which are an integral part of,
or necessary for, the provision of patient care. Such expenses and
revenues are netted against each other.

3. Case C-Expenses and revenues related to activities which are
specifically included under N.J.A.C. 8:31B-4.62 through 4.66. Ex­
penses and revenues are not netted against each other.

(b)-(c) (No change.)

8:318-4.62 Excluded Health Care Services
(a) Non-Acute Care Services provided by a hospital such as skilled

nursing facilities (approved or unapproved); intermediate care
facilities, residential care, long term psychiatric care, long term
rehabilitation and intermediate care services are not properly acute
hospital functions, and hence are excluded and treated as Case C.
Sufficient accounting records should be maintained to account for
the costs of such operations (i.e., Medicare cost funding SSA-2552
or SSA-2551) and such costs should be excluded from Costs Related
to Patient Care by cost center per N.J.A.C. 8:318-3.19(c) and 3.24.

(b)-(e) (No change.)
(f) Excluded Ambulatory Services: Outpatient Renal and Home

Dialysis. The cost and revenue related to these services are to be
treated as Case C. Sufficient accounting records should be main­
tained to account for the costs of such operations (that is, Medicare
cost report HCFA-2552) and such direct and indirect costs shall be
excluded from Costs Related to Patient Care.
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contain specialized equipment for patient monitoring and life sup­
port systems. Intensive Care Units include Stroke Care, Pediatric,
Intensive Care, Burn Care Unit (BCU), Medical and Surgical In­
tensive Care and mixed Intensive Care-Coronary Care Units, but
exclude units solely designated 25 Coronary Care Units or Neo-Natal
Intensive Care Units. Medical and Surgical Supplies should be re­
ported in accordance with N.JAC. 8:31B-4.55.

2. (No change.)
(b) (No change.)

8:31B-4.98 Physical Therapy (PHT)
(a) Function:
1. Physical Therapy is a service employing therapeutic exercise

and massage, and utilizing effective properties of light, heat, cold,
water, and electricity in diagnosis and rehabilitation of patients with
neuromuscular, orthopedic, and other disabilities under the medical
direction of a physiatrist or other qualified physician. Physical Ther­
apy services include the provision of clinical and constructive services
and the direction of patients in the use, function, and care of braces,
artificial limbs, and other devices. This center includes the cost of
physical therapy related medical supplies, materials and equipment
not requisitioned from Central Supply Services and for which a
separate charge is not made to a patient.

2.-3. (No change.)
(b) (No change.)

8:31B-4.131 Financial Elements Report
The Commissioner of Health shall approve Financial Elements

Report forms and reporting instructions consistent with the five Parts
of the Financial Elements and Reporting Regulations for completion
by all New Jersey hospitals. The Commissioner may refine these
report forms for research purposes by adding, modifying, or changing
cost centers.

(a)
HOSPITAL REIMBURSEMENT
Charity Care Audit Functions
Adopted Repeal: N.J.A.C. 8:31 B-4.41
Adopted New Rules: N.J.A.C. 8:31B-4.41 through

4.41N
Proposed: August 16, 1993 at 25 N.J.R, 3707(a).
Adopted: October 19, 1993 by Bruce Siegel, M.D., M.P.H.,

Commissioner, Department of Health (with the approval of
the Health Care Administration Board).

Filed: October 21,1993 as R,1993 d.592, with substantive and
technical changes not requiring additional public notice and
comment (see N.J.A.C. 1:30-4.3).

Authority: P.L. 1992, c.160 and N.J.S.A. 26:2H-l et seq.,
specifically 26:2H-5b and 25:2H-18(d).

Effective Date: November 15, 1993.
Expiration Date: August 17, 1995.

Summary of Public Comments and Agency Responses:
Written comments were received from: Victoria Wicks, Chairperson,

Essential Health Services Commission; Jacob C. Toporek, Chairman,
Violent Crimes Compensation Board, State of New Jersey; Joseph M.
Lemaire, President, Health Financial Management Association; Leighton
Holness, Senior Attorney, Legal Services of New Jersey, Inc.; Gregory
A. Alban, Director of Finance, The Mountainside Hospital; Cathy Worek
and Maria Casale, Helene Fuld Medical Center; Jennifer Schertl, CPA,
Vice President, Finance and Chief Financial Officer, Holy Name
Hospital; Timothy G. Devlin, CPA, JD, Assistant Vice President of
Finance, Our Lady of Lourdes Medical Center; Stella Visaggio, Assistant
Vice President of Finance, Clara Maass Medical Center; Thomas J.
Black, CPA, St. Joseph's Hospital and Medical Center; Joseph Aquilante,
Chairman, Finance Committee, Hospital Alliance of New Jersey; Peggy
Stavitz, Co-Chair, Carole Meseroll, Co-Chair, Charity Care Policy Com­
mittee on behalf of American Guild of Patient Account Managers;
Dennis J. Hemenway, President, New Jersey Patient Account Managers
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Association; Carole Meseroll, CPAM, Director of Patient Accounts,
Peggy Stavitz, Compliance Review Coordinator, Community Medical
Center; Vincent M. Riccitelli, Director of Reimbursements, Cathedral
Healthcare System, Inc.; NJHA, Joseph G. Bezek, Director of Finance,
SI. Francis Medical Center (Trenton); Joseph R. Samples, Jr., Vice
President, Financial Services, Overlook Hospital; Brian Mcindoe, Senior
Vice President of Finance, Pascack Valley Hospital; Philip A. Besler,
CPA, President, Besler & Company, Inc.; Frank Villares, Vice President!
Finance, Elizabeth General Medical Center; James P. Lawler, Senior
Vice President, Jersey City Medical Center; Joseph F. Suozzo, Depart­
ment of the Public Advocate; Arthur W. Ellermann, Executive Vice
President-Finance, Newark Beth Israel Medical Center; Orestes Varona,
Cooper University Medical Center.

COMMENT: Commenters claimed that the proposed rule (N.J.A.C.
8:3IB-4,41D(b» requiring verification of insurance coverage is not prac­
tical or cost-effective. One commenter requested that the Department
require insurance verification prior to billing only for inpatients and for
the emergency room and outpatient services, allow verification through
submission of the initial claim. Other commenters asked what constitutes
verification of insurance coverage.

RESPONSE: The Department believes that insurance verification is
cost-effective and practical. It is common business practice to verify
insurance coverage prior to providing care to a patient. It is similar to
verifying a person's credit card prior to accepting a purchase. In both
instances, it only takes a short time to make a phone call for verification
and saves the hospital greater time and expense in the future in the
case of problems. A phone call to the insurance company or electronic
verification would constitute adequate verification. The language in the
rule has been revised to clarify this issue.

COMMENT: NJAC. 8:3IB-4,41D(f) requires the denial of any
claims otherwise eligible for charity care when an insurer deems that
their precertification requirements have not been followed. Some com­
menters remarked that this requirement is unduly harsh and punitive.

RESPONSE: The Charity Care Program is generally the payer of last
resort in the hosptal care system in New Jersey. Therefore, it is im­
perative that all patients be screened by hospitals to determine any and
all third party insurance benefits and the potential eligibility for any
public assistance programs that might pay towards the hospital bill. This
will assure that the Charity Care Program, with its limited funds, will
serve only those patients whose bills are truly eligible for charity care
assistance. Furthermore, the Department believes that a patient has the
responsibility to abide by his or her insurance company's precertification
requirements.

COMMENT: One commenter urged that a distinction be made in
devising the interviewing and financial screening requirements as they
apply to inpatient versus outpatient settings. Significant costs and patient
delays may result in applying these requirements to outpatient setting.

RESPONSE: The rules should not make a distinction between inpa­
tients and outpatients in the charity care screening and documentation
requirements. Furthermore, as mentioned previously, since the Charity
Care Program is generally the payer of last resort in the hospital care
system in New Jersey, it is imperative that all patients be screened by
hospitals to determine any and all third party insurance benefits and
the potential eligibility for any public assistance programs that might pay
towards the hospital bills. Only a complete screening of outpatients as
well as inpatients will assure that the Charity Care Program, with its
limited funds, will serve only those patients whose bills are truly eligible
for charity care assistance.

COMMENT: The proposed rule requiring New Jersey residency
(N.J.A.C. 8:31B-4,41F(b» raised numerous comments. Some com­
menters recommended that the requirement that an applicant be residing
in New Jersey for three months prior to the date of service in order
to be eligible for charity care be eliminated, since compliance by hospitals
is neither feasible nor practical.

Comments suggested that it is too difficult to truly determine a
patient's "intent to stay." It was also noted that any attempt to determine
"intent to remain in the state appears to be meaningless."

One commenter expressed concern that compliance will add to the
administrative costs of the admitting areas. Another mentioned that an
identification card, such as a driver's license with only an expiration date
and no date of issuance, will not be helpful.

Other commenters stated that this residency section does not address
residency documentation requirements for migrant worker or homeless
applicants.
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RESPONSE: The requirement that an applicant must reside in New
Jersey for three months prior to the date of service in order to be eligible
for charity care is both feasible and practical. This requirement is consis­
tent with most other assistance programs, including Medicaid, which
requires a three month prior residency in New Jersey to qualify for
eligibility. In addition, much of the information the hospital routinely
obtains through the application process, as described throughout
NJ.A.C. 8:31B-4.41D through 4.41K, will include information verifying
a person's residency of at least three months, including a utility bill
showing a New Jersey residence, a copy of a lease or deed to a residence,
or a bank statement. Additionally, more recent driver's licenses have an
issue date listed along with the expiration date.

The Department appreciates the difficulty in documenting applicant's
intent to stay, but the rule does require this as an appropriate control
of the use of limited resources that are publically funded. Further,
hospitals have been documenting this since 1989 under the previous rule.

An applicant who adequately documents that he or she is a migrant
worker in New Jersey is automatically deemed a New Jersey resident
for purposes of charity care. A homeless applicant may provide an
attestation stating that he or she is homeless in order to be considered
a New Jersey resident.

The Department believes that this requirement will not add to the
administrative costs of the admitting department. Since admitting person­
nel currently have to verify an applicant's New Jersey residency under
prior rules and already obtain much of the required information in
processing an application, the Department believes complying with this
requirement will not cause hospitals to incur any additional costs.

COMMENT: The proposed rule concerning determining family size
(N.J.A.C. 8:31B-4.41G) require that "in cases where an adult applicant
has been abandoned by a spouse, or a minor applicant has been aban­
doned by a parent, the applicant may document that a spouse's or
parent's income is not available." Some commenters recommended that
a signed attestation from the applicant stating that he or she has been
abandoned should suffice. Others asked how this is determined. In
addition, there was a request that the Department defer the requirement
to document family size until 1994.

RESPONSE: The rules require that financial information from all
family members is required because the income standards for charity
care vary with family size. If it is unavailable from the noncooperating
spouse/parent, an attestation will suffice, providing financial information
provided by the cooperating party does not reveal a continuing, interac­
tive economic relationship.

The Department notes that family size had to be documented seriously,
and that such documentation should not, therefore, prove to be a burden.

COMMENT: Does immediate medical care provided to non-New
Jersey residents apply to inpatient or outpatient or both? Please clarify.

RESPONSE: The rule does not distinguish between immediate
medical care for inpatients and outpatients. Immediate medical care
provided to non-New Jersey residents applies to both inpatient and
outpatient settings. It also refers to off-site hospital locations, as long
as the care is provided by the hospital and is part of hospital charges.

COMMENT: It was noted that proposed rule N.J.A.C.
8:31B-4.41H(d)5 requires that the hospital obtain a photocopy of an
applicant's welfare ID and document that hospital staff communicated
with welfare to verify the current benefit amount. Some commenters
suggested that this is not cost-effective and recommended that one .!:!!.
the other of these two requirements should suffice. In addition, hospital
attempts to contact the local welfare office can be extremely difficult.

RESPONSE: It is the Department's choice that requiring both a
photocopy of an applicant's welfare ID and documentation that hospital
staff has communicated with welfare to verify the current benefit amount
is important to minimize errors or fraud in the charity care application
process. In addition, the Department, in previously recognizing the
difficulty a hospital may face in acquiring a written response from the
local welfare office, changed this requirement to telephone verification
with local welfare. The rule has been revised to clarify this issue. Any
further relaxation of this regulatory requirement would jeopardize the
screening process for determining a patient's eligibility for welfare as­
sistance.

COMMENT: Other commenters stated that it is unclear how a single
paystub can b used as proof of income. Furthermore, documenting length
of employment may be problematic.

RESPONSE: The rule (N.JAC. 8:31B-4.4IH(c)5) states that "An
applicant may document his or her income by providing one paycheck
stub immediately prior to the date of service, if the paycheck stub
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indicates a year to date income and if the applicant documents the length
of time he or she has been employed by the employer." Length of
employment may be obtained through verifying the "year-to-date" on
the single paystub, which complies with the requirement.

COMMENT: One commenter questioned whether welfare is to be
considered gross income when calculating charity care eligibility for
nursing home patients who intend to register with the immigration office,
currently receive sole support for the nursing home stay from a welfare
agency, and are neither Medicaid or Medicare eligible? This involves
emergency admissions wherein aliens not yet registered with the immigra­
tion office can qualify for charity care.

RESPONSE: N.J.A.C. 8:31B-4.1H requires hospitals to assure that all
applicants document their gross annual income. Welfare benefits must
be documented in the determination of income; therefore, the gross
benefit must be counted as income. There is no provision in the rules
for subtracting expenses from the gross income.

COMMENT: N.J.A.C. 8:318-4.411(a)2 requires the hospital to obtain
an attestation from a person providing the applicant with support. If
a supporter refuses to cooperate, it is argued that a hospital should be
allowed to write this account off to charity care.

RESPONSE: N.JAC. 8:31B-4.41H(a)2 requires that all applicants
must document their income or means of support. The rule does not
allow the write-off of an account to charity care unless income or means
of support is documented. Allowing write-off without proper documenta­
tion would lead to abuse of the charity care system, since patients would
no longer be obligated to supply documentation.

COMMENT: The proposed rule at N.J.A.C. 8:318-4.41L(b) requires
a hospital to provide a determination of charity care no later than 10
working days from the date of the request. It is recommended that this
be modified to allow 10 working days from the date that the patient's
completed application is received.

RESPONSE: The Department has revised the rule to make clear that
the 10 day period begins with the submission of a completed application.

COMMENT: If 1990 Census information is used to identify poverty
indicators with respect to zip code and hospital service area, what effect
will this have on the audit process and reimbursement of charity care
subsidies to hospitals?

RESPONSE: These rules are not proposing the use of census data
in determining charity care eligibility for purposes of the charity care
audit.

COMMENT: One commenter recommended an alternative method
of determining patient eligibility for charity care. The idea is to utilize
census-driven demographic data to develop income profiles of a
hospital's patients. This could be utilized both retrospectively on an
institutional basis and prospectively to develop a presumptive eligibility
process.

RESPONSE: The Department believes that the 1993 charity care audit
required by Chapter 160 should be conducted on the same basis as
eligibility was determined in earlier years. This approach will yield the
most accurate information for policy analysis and the development of
the subsidized insurance program. Therefore, the Department is not
changing the rules, but does realize that this proposal has merit as an
additional perspective on charity care provision among hospitals.

The Department appreciates any and all ideas on how to improve the
system of providing charity care to New Jersey residents in need. The
Department, as well as the Essential Health Services Commission and
others, are presently considering this idea and others in attempting to
improve the system of identifying the charity care patients.

COMMENT: Some commenters suggested that the term "Subsidized
Care" be substituted for the current name of "Charity Care."

RESPONSE: The Health Care Reform Act of 1992, P.L. 1992, c.160
uses the term "charity care."

COMMENT: Any patient found eligible under a presumptive eligibility
system would still be subject to The Set-Off of Individual Liability
(S.O.I.L.) Program or other methods used by the State to increase
collections.

RESPONSE: These rules do not propose using presumptive eligibility
as a basis for conducting the charity care audit. The proposed rules
govern the definition of charity care. They do not address the State's
authority to off-set individual's income tax refunds and homestead re­
bates to satisfy outstanding hospital bills.

COMMENT: The commenter requests that the Department modify
the proposed rules to allow the charity care application to be kept in
a permanent file separate from the individual patient accounts, and allow
the hospital to make the charity care file available for audit.
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RESPONSE: The Department will modify N.J.A.C. 8:3IB-4.4lD(a) to
clarify this issue. The hospital may create a charity care file specifically
for audit.

COMMENT: The proposed rule at N.J.A.C. 8:31B-4.41D(c) states that
"a patient shall not be screened for charity care if the patient declines
to be screened for public assistance or if the patient does not receive
a denial from the public assistance agency." It is recommended that the
hospital's responsibility be limited to referring apparently eligible patients
to Medicaid, and that no hospital should be penalized for a patient's
failure to complete the Medicaid screening process.

Additionally, a commenter stated that hospitals should not have to
determine a patient's eligibility for public assistance programs.

RESPONSE: The rule requires hospitals to screen patients for all
potential third party coverage because the Charity Care Program is
generally the payer of last resort. The intent of the law is to maximize
available reimbursement from other appropriate programs in order to
conserve charity care dollars for patients who are not eligible for any
other type of assistance. This issue becomes even more important, since
the pool of charity care dollars is limited in 1993 and will shrink in
subsequent years.

The proposed rule at N.J.A.C. 8:3IB-4-41D(c) states that hospitals are
responsible for completing an initial screening on patients for eligibility
for third party programs, and referring patients who appear to be eligible.
Hospitals are not expected to make definitive eligibility determinations.

COMMENT: A commenter recommends that a baby of a HealthStart
mother be considered categorically eligible for charity care when the
mother's negligence results in failure to obtain Medicaid eligibility for
the child.

The Medicaid Program rules should also be modified to include
unborn children of HealthStart mothers as presumptively eligible for
medical assistance.

RESPONSE: The rules at N.J.A.C. 8:3IB-4.4lD through 4.41K require
that all applicants, including children, be eligible for charity care for the
purposes of this audit only if their parents provide adequate
documentation.

The Department believes that the charity care program should re­
cognize that parents should have the responsibility to pursue insurance
coverage for their children. It was not the policy historically to grant
charity care to the child of a commercially insured parent who neglects
to add the child to their insurance policy. The Department holds that
the same standard should apply to all patients.

The second portion of this comment is not germane to the proposed
rules, which do not address Medicaid eligibility.

COMMENT: The commenter states that the requirement to verify
patient assets is time consuming and expensive. Further, the commenter
disagrees with the proposal to count equity in real estate other than the
applicant's primary residence as a liquid asset.

RESPONSE: The definition of assets contained in the proposed rule
at N.J.A.C. 8:3IB-4.41J includes equity in real estate other than the
applicant's primary residence because the Department believes that
limited charity care resources should be available to pay for care for
those patients who are unable to pay for their care, and not those patients
with investments in assets other than a home. Also, this criteria is
consistent with that of other similar programs, that is, Medicaid.
Moreover, it is consistent with Chapter 160, which requires that the
Charity Care eligibility criteria contain a separate and discrete assets
criteria. The rule will be revised, however, to refer to "assets" rather
than "liquid assets" to make this provision clearer.

COMMENT: Two commenters object to the provision in the proposed
rules which specifies steps which the applicant and hospital must com­
plete in order to document that a spouse or parent is uncooperative
with the charity care process. They believe that hospitals should not have
to bill an uncooperative spouse or parent.

RESPONSE: The rule at N.J.A.C. 8:31B-4.41I(c) states that an unco­
operative spouse or parent must be billed before an applicant's require­
ment to obtain this information may be waived.

A spouse or parent is legally responsible for a patient's bill. The
provision's intent is to ensure that patients do make an effort to contact
an uncooperative spouse, and to encourage these spouses/parents to
acknowledge their responsibility to either pay the bill or seek charity
care.

COMMENT: A commenter asked why the rule allows hospitals to
request documentation of living expenses from the applicants, and what
the information is to be used for.
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RESPONSE: The intent of the provision at N.J.A.C. 8:31B-4.41I(c)
is to give hospitals access to this information, because it may be useful
in several situations. For example, documentation of living expenses is
useful for verifying the applicant's income, especially in situations where
the applicant is attempting to document unreported income; where the
hospital believes the applicants may not be documenting their entire
income; and when the applicant and hospitals are negotiating a payment
plan.

COMMENT: The commenter stated that the assets eligibility criteria
should be adjusted every year to reflect changes in the cost of living.

RESPONSE: In response to past observations that the assets limits
for the Charity Care Program were too low, the proposed rule raises
these limits substantially in N.J.A.C. 8:31B-4.4IJ(a). These limits are
consistent with those set by other governmental programs, for example,
Medicaid. This rule governs the 1993 audit. However, the Department
will share this comment with the Essential Health Services Commission,
since the Commission will establish the eligibility criteria for 1994.

COMMENT: One commenter noted that the provision which refers
to the procedure for referring applicants to the Violent Crimes Com­
pensation Board is vague and may be misunderstood by hospitals.
Specifically, the commenter suggested that the language be changed to
read as follows "Those costs of the applicant which are not eligible under
the charity care program shall be referred to the Violent Crimes Com­
pensation Board." In addition, it was suggested that the hospitals submit
a certificate indicating denial or percentage of a patient's eligibility for
charity care to expedite the process.

RESPONSE: The Department has revised the text at N.J.A.C.
8:31B-4.41D(h) to reflect the commenter's concerns.

COMMENT: Some commenters believe that the Department of
Health does not have the authority to adopt rules or regulations specify­
ing the eligibility criteria for the Charity Care Program. Further, the
commenters state that the Department should re-propose these rules
to give the proper public notice as required by the Administrative
Procedures Act. The Public Advocate adds that the current charity care
rules (N.J.A.C. 8:3IB-4.37) have not yet been repealed.

RESPONSE: Chapter 160 requires the Essential Health Services Com­
mission to establish charity care income and assets eligibility standards.
The Department is proposing these rules because Chapter 160 requires
the Department to complete an audit of charity care. For purposes of
defining the audit criteria, the Department proposed these rules which
includes charity care eligibility standards. Eligibility must be defined in
order to conduct the audit. Moreover, the EHSC endorses these rules
and the guidelines in their comments.

The Department proposed these rules in accordance with the Adminis­
trative Procedures Act, publishing the proposal at 25 N.J.R. 3707(a), in
the August 16, 1993 issue of the New Jersey Register.

The current rule (N.J.A.C. 8:31B-4.37) and the proposed rule
(N.J.A.C. 8:31B-4.41) have different purposes. The former governed the
determination of approved revenue under the rate setting system created
by Chapter 83. These rules govern the audit of charity care as required
by Chapter 160. The Department intends to propose the repeal of
NJ.A.C. 8:31B-4.37 in November, 1993.

COMMENT: Commenters object to the Department intent to start
the audit in September, as the rules will not have been finally adopted
by that point. They believe that the rules will subject hospitals to being
audited retrospectively on new criteria of which they were unaware.

RESPONSE: This proposal does not address the timing of the audit.
Chapter 160 requires the Department to audit 1993 charity care; EHSC
has requested the Department to provide them with early audit results.
In order to complete the hospitals' audits in time to submit the results
to the Commission, it was necessary to conduct a one month sample
audit in September. Hospitals were aware of the proposed rule since
July 8, 1993 when it was approved for initial publication. Further, if
hospitals had been following the former charity care regulations, they
will meet all of the requirements proposed, which are substantially the
same.

COMMENT: A commenter requested that hospitals be given access
to State and Federal data bases in order to verify patients' eligiblity for
charity care.

RESPONSE: This is not included in the rules because of legal and
technological issues that must be further explored. For example,
numerous Federal and State laws govern access to data related to
eligibility for governmental programs. A provision in Chapter 160 re-
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quires the EHSC to conduct research into the development of a system
whereby hospitals would have access to such data bases. The Commission
may wish to investigate this issue in 1994.

COMMENT: Two commenters expressed concern over the fact that
the proposed rules do not contain an appeals process for patients who
disagree with the hospital's determination. Commenters requested that
the appeals process be reinstated, and inquired as to who will address
such appeals.

RESPONSE: These rules set forth the procedure by which the Depart­
ment will conduct an audit of the hospitals' provision of charity care
during 1993. Administrative agencies afford entities to which its rules
apply an opportunity to contest the Department of Health's action vis
a vis them. Therefore, hospitals will be afforded an opportunity to contest
the audit findings if disagreements concerning them cannot be resolved.
However, the Department does not control when a hospital can or cannot
treat a patient free of charge. Therefore, the Department cannot stand
in the stead of either a hospital who determines that a patient does not
qualify for charity care or the citizen who claims that he does before
an administrative law judge. Charity care subsidies are currently dis­
tributed by formula and hospitals set their own rates.

COMMENT: One commenter recommended that the charity care
application be made easier for the patient to read.

RESPONSE: Prior to these proposed rules, hospitals were permitted
to use charity care applicaitons of their own design; therefore the
Department did not regulate the applications. The proposed rule at
N.J.A.C. 8:31B-4.41L(a) requires that hospitals use a standardized appli­
cation. the Department has been working with the Charity Care Policy
Committee to design a standardized application form. The Department
will convey this comment to this Committee.

COMMENT: The EHSC notes that issues raised by hospitals will also
confront the Commission in their efforts to design a subsidized insurance
program (SIP). The Commission believes that, in the interest of accoun­
tability, hospitals should continue to be required to document compliance
with eligibility criteria for each applicant.

Second, the Commission acknowledges the necessity for a prompt 1993
charity care audit process, and requests the Department to conduct a
limited sample audit in time to have results available before the end
of 1993. Finally, the Commission endorses the Department's proposed
charity care eligibility criteria.

RESPONSE: The Department acknowledges the Commission's
parallel concerns in developing the SIP, and notes the endorsement of
the proposed criteria for charity care. Further, the Department believes
that the design of the audit and the proposed time line for completing
the audits, will enable the Commission to have access to the results in
a timely manner.

COMMENT: One commenter writes that patients should be informed
that they will be billed for services until they have provided all documen­
tation for the charity care application.

RESPONSE: This comment is not related to the Department's
proposal, which governs the required audit of hospitals' 1993 charity care.

COMMENT: Several commenters argued that preparing the audit list
with charity care write-off amounts stated at the Medicaid rate would
be extremely difficult, especially for outpatient cases. It was suggested
that hospitals be permitted to report charity care write-off amounts at
charges and that the Department of Human Services convert changes
to the rate that would have been paid by the Medicaid program.

RESPONSE: The Department does not recommend a change to the
proposal which requires hospitals to record charity care write-offs at the
Medicaid rate, as required in N.J.A.C. 8:3IB-4.41A and 4.4IB. This
requirement will provide for consistency and comparability across all
hospitals. Moreover, Chapter 160 provides for payment of charity care
at the Medicaid rate. The Department does understand that there may
be some start up difficulties until hospitals can fully implement an
accounting system. Therefore, hospitals may report charity care write­
off amounts at charges for the sample audit of August 1993 charity care
only. The Department of Health will be collecting information from
hospitals in order to value these accounts at the Medicaid rate.

COMMENT: One commenter stated that the patient responsibility
portion of the hospital bill should be based on charges, and not the
Medicaid rate.

RESPONSE: The charity care eligibility and patient responsibility
percentages are, by definition, complementary, and total 100 percent.
While the charity eligibility percentage is applied to the Medicaid rate
(less any third party payment) to determine the charity care write-off,
Chapter 160 requires that patient responsibility be applied to charges
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(less any third party payment) to determine the amount that the patient
should be billed. The formula, as stated in the proposal at NJ.A.C.
8:31B-4.41B, calculates patient responsibility by subtracting the charity
care eligibility percentage from 100 percent. This percentage is then
applied to charges (less any third party payment). The Department
believes that this formula is mathematically correct and is consistent with
the legislation.

COMMENT: Two commenters stated that charges should be reduced
by third party payment in the calculation of allowances.

RESPONSE: The Department agrees with this comment and has
revised the formula at N.J.A.C. 8:31B-4.41B more accurate and more
consistent with the proposal's intent. The revised allowance formula will
reduce charges by third party payment.

COMMENT: Some commenters believe that it is not fair to require
hospitals to pass all nine compliance steps. It was suggested that each
step be weighted and that more flexibility be permitted on outpatient
accounts. One commenter suggested that partial credit be given in cases
where the charity eligibility percentage is incorrectly determined.

RESPONSE: The Department believes that patients should successful­
ly qualify for charity care based on all of the criteria set forth in the
rules. A hospital that systematically waives a specific requirement would
undermine the intent of the rules. The adjustment methodology
described in N.J.A.C. 8:31B-4.41N does allow for random errors and will
not adjust a hospital's charity care total until the fail rate meets or exeeds
10 percent.

COMMENT: One commenter wanted to know if listing adjustments
could be positive if the Medicaid reimbursement rate is higher than
charges.

RESPONSE: Chapter 160 requires that charity care reimbursement
be set at the level that would have been paid by the Medicaid program.
The purpose of the listing adjustment is to adjust a hospital's listing total
to the Medicaid amount, based on a sample of accounts. Since the
Department will be valuing the universe of August 1993 charity care
accounts at the Medicaid rate, there will be no need for a listing
adjustment. The amount of a hospital's listing total valued at the
Medicaid rate will serve as a proxy for 1993 charity care, regardless of
whether the total is higher or less than hospital charges.

COMMENT: One commenter questioned the appropriateness of com­
plying with charity care audit criteria for hospitals that are either not
currently receiving subsidy dollars or do not wish to receive subsidy
dollars in the future.

RESPONSE: Chapter 160, section 9(b)(5), requires that the Depart­
ment of Health conduct an audit of each hospital's 1993 charity care,
regardless of subsidy status.

COMMENT: Two commenters requested additional time to retrieve
charity care files for audit.

RESPONSE: The timetable for retrieving files, in NJ.A.C.
8:3IB-4.41A, is similar to that used in prior year audits. The schedule
was based on the number of files that needed to be reviewed, and did
not present timing problems in the past. Further, the 1993 charity care
audit planned to date only looks at one month, and not the entire year.
This will result in the need to retrieve far fewer files, yet the Department
has maintained the same timeframe.

COMMENT: One commenter questioned what information is to be
provided on the audit list.

RESPONSE: As in prior years, the list should include patient name,
account number, write-off date, and write-off amount. The list should
be rank ordered from high to low, based on the write-off amount. The
Department has revised NJ.A.C. 8:31B-4.41A(a)1 to include this in­
formation.

COMMENT: Some commenters suggested that hospitals should have
the right to appeal all audit adjustments.

RESPONSE: Chapter 160 does not create an administrative review
process with respect to the charity care audit. The Department has
provided for an exit conference review of audit results at which time
results are discussed. The Department would also be willing to meet
with hospitals to discuss problem areas and to formulate corrective action
plans. If this process is not successful, the Department will afford the
hospital an administrative hearing and has included such a provision in
the rules at N.J.A.C. 8:31B-4.41N(d).

Full text of the adoption follows (additions to proposal indicated
in boldface with asterisks *thus*; deletions from proposal indicated
in brackets with asterisks "[thus]"):
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8:31B-4.41 Charity care audit functions
The Department of Health will conduct an audit of acute care

hospitals' charity care in calendar year 1993 in accordance with
N.J.A.C. 8:3IB-4.41A through 4.41N.

8:3IB-4.41A Sampling methodology
(a) The Department of Health will audit charity care claims based

on a sample which will be developed in the following way:
1. Hospitals shall maintain their charity care list in a way that will

allow the Department of Health to select accounts for unit dollar
sampling. ·The list should include patient name, account number,
write-off date, and write-off amount.· Hospitals shall rank order all
charity care accounts from the smallest to the largest, based on the
rate that Medicaid would have paid for each account, and run a
cumulative dollar balance on the list. Once the selection of sample
dollars has been completed and the associated patient accounts have
been identified, hospitals will be required to retrieve the patient
account files according to the following schedule:

Number of files Time to
to be retrieved retrieve
300-500 files One week
501-1100 files Two weeks
1101-1800 files Three weeks
1801 files and above Four weeks

(b) The Department of Health will require hospitals to make a
small number of additional charity care accounts available upon
audit.

8:31B-4.41B Charity care write off amount
(a) Hospitals shall record inpatient and outpatient charity care

write-off amounts at the rate paid by the Medicaid program on the
date that the service was provided as described in (a)1 below.
Inpatient Medicaid rates are determined by grouper assignment
applied to the rate per case amounts established by the Medicaid
Program. Outpatient Medicaid rates are determined using Medicaid
principles for a given outpatient service. In the event that a hospital
did not record all charity care write-offs at the Medicaid rate, the
hospital must convert such accounts to the Medicaid rate in prepar­
ing the charity care list for audit.

1. Charity Care Write Off Amount = (Charity Care Eligibility
Percentage, as determined by N.J.A.C. 8:3IB-4.41H) x (Medicaid
Payment Rate)

2. In the event that there is a partial payment from a third party,
the charity care write-off amount is determined as follows:

Charity Care Write Off Amount = (Medicaid Payment Rate ­
Third Party Payment) x (Charity Care Eligibility Percentage)

3. If the third party payment is greater than the Medicaid payment
rate, then the charity care write-off amount shall be listed as O.

(b) Patients eligible for charity care at 100 percent shall not be
billed. Any difference between hospital charges and the Medicaid
rate shall be recorded as a contractual allowance.

(c) Patients eligible for charity care at less than 100 percent shall
be billed as follows:

Patient Responsibility = (100% - Charity Care Eligibility Percen­
tage) x (Hospital Charges - any third party payment)

*[Contractual allowance = (Hospital Charges) - (Charity Care
Write Off + Patient Responsibility)]*

·Contractual allowance + (Hospital Charges - any third party
payment) - (Charity Care Write Off + Patient Responsibility)·

8:3IB-4.41C Posting of notice of availability of charity care
(a) Hospitals shall post notification of the availability of charity

care as follows:
1. The Department shall provide to acute-care hospitals notices

in English and Spanish about the availability of charity care and
reduced charge charity care. Hospitals shall post such notices,
provided by the Department, of the availability of charity care in

.areas of the facility readily accessible and visible to incoming pa­
tients, including but not limited to, the admissions area, the business
office, outpatient clinic areas, and the emergency room.

2. If the usual language of the households of 10 percent or more
of the population in the service area of the facility, according to
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the most recent figures published by the Bureau of Census, is other
than English or Spanish, the facility shall notify the Department,
who shall translate the notice into that language and supply the
posted notice to the facility. The facility shall then also post the
translated notice.

3. The Department shall request the auditors to complete a list
of all hospitals which failed to post the charity care notification signs
described in (a)1 and 2 above.

(b) Hospitals which failed to post the notification signs will be
required to place an advertisement in their local newspaper notifying
the public that the hospital will accept applications for patients who
received services prior to the date when the signs were placed.

8:3IB-4.41D Charity care screening and documentation
requirements

(a) The hospital shall correctly assess and document the patient's
eligibility for charity care, based upon the criteria set forth in
N.J.A.C. 8:3IB-4.41A through N. The patient's financial file for audit
shall contain the completed charity care application, as well as the
supporting documentation which led to the determination of eligibili­
ty. ·The hospital may, for purposes of the audit, construct a file
containing the information required for the audit to present to the
auditors.·

(b) The hospital shall ask the patient if he or she has any third
party health insurance. If the patient claims to have insurance, the
hospital shall document the name of the insuror and the insured,
and all other information pertinent to the insurance coverage. The
hospital shall also document that the insurance coverage was veri­
fied; or the reason why the coverage could not be verified. ·Verifi­
cation of insurance may be accomplished hy a phone call by hospital
staff to the third party insurer.·

(c) If the patient is uninsured, or the patient's health insurance
is unlikely to pay the bill in full (based on hospital staffs previous
experience with the insurer), and the patient has not paid, at the
time of service, any amounts likely to be remaining, the hospital
shall make an initial determination for eligibility for any medical
assistance programs available. The hospital shall refer the patient
to the appropriate medical assistance program and shall advise the
medical assistance office of the patient's possible eligibility. The
patient's financial file for audit shall indicate either that the patient
declined to be screened for medical assistance; that the patient was
screened but was determined ineligible; or that the patient was
screened and referred to the New Jersey Medicaid medical assistance
program for possible eligibility. If the hospital does not screen the
patient for medical assistance, the record shall indicate the reason(s)
why the patient was not screened and the efforts the hospital made
to obtain the screening. A patient shall not be screened for charity
care if the patient declines to be screened for medical assistance
or if the patient does not receive a denial from the medical assistance
agency.

(d) Hospitals shall make arrangements for reimbursement for
services from private, and Federal, state and local government third
party payers when a person is found to be eligible for such payment.
Hospitals shall collect from any party liable to pay all or part of
a person's bill, prior to attributing the services to charity care except
in the situation described in (h) and (i) below. The hospital shall,
as part of this obligation, pursue reimbursement for the uncollected
copayments and deductibles of indigent participants in Title XVIII
of the Social Security Act (Medicare).

(e) A patient who is categorically and income-eligible for
Medicaid but who is determined to be ineligible for failure to provide
information or documentation or for other administrative reasons
shall not be determined to be eligible for charity care.

(f) A patient who is responsible for complying with his or her
insuror's pre-certification requirements (the specific steps with which
the insured must comply in order to have the services reimbursed)
shall not be determined to be eligible for charity care, if the bill
was unpaid because he or she failed to comply with these require­
ments.

(g) A patient who is determined to be eligible for and accepted
into the HealthStart or HealthStart Plus Programs shall not be
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deemed eligible for charity care for services which are covered under
those programs.

(h) Applicants who are eligible for reimbursement under the
Violent Crimes Compensation Program shall be screened for
eligibility for the charity care program before referral to the Violent
Crimes Compensation Program. If the applicant is not eligible for
100 percent coverage under the charity care program, then the
*[patient]* ·charges which are not eligible for coverage under char­
ity care· shall be referred to the Violent Crime Compensation
Program. ·The hospital shall request the patient to submit a copy
of his or her charity care detennination fonn to the Violent Crimes
Compensation Board.·

(i) Applicants who are eligible for reimbursement under the
Catastrophic Illness in Children Relief Fund shall be screened for
eligibility for the charity care program in accordance with N.J.A.C
8:18 before referral to this Program. If the applicant is not eligible
for 100 percent coverage under the charity care program, then the
patient shall be referred to the Catastrophic Illness in Children
Relief Fund.

8:318-4.41E Identification
(a) Applicants for charity care shall provide the hospital with

proper identification:
1. Documentation of identification may include, but is not limited

to, a driver's license, a voter registration card, an alien registry card,
a birth certificate, an employee identification card, a union
membership card, an insurance or welfare plan identification card
or a Social Security Card. Identification may also be documented
by personal recognition by a person not related to the patient.

(b) Hospitals shall obtain a copy of the applicant's identification
and produce the copy on audit. The copy of identification may be
made in one of two ways: a photocopy of the identification may be
made; or hospital staff may copy all pertinent information from the
identification source, such as, driver's license number, passportlvisa
number, and put this information in the patient file for audit. If
documentation of identification is provided by personal recognition
by a person not related to the patient, the record must include the
name, address and phone number of the person who provided the
recognition.

(c) Hospitals shall attempt to collect the following information
regarding the patient and responsible party (if applicable): name,
mailing address, residence telephone number, date of birth, Social
Security number, place and type of employment, employment ad­
dress and telephone number, as applicable.

8:318-4.41F New Jersey residency
(a) Applicants shall provide the facility with proof of New Jersey

residency. Proper proof of New Jersey residency includes the follow­
ing items: any of the identification listed in N.J.A.C 8:318-4.41E
which contains the applicant's mailing address, a copy of a deed or
lease to a property in New Jersey, an article of mail sent to the
patient at a New Jersey address, or a letter from a New Jersey
resident with whom the applicant is living stating that the applicant
resides with him or her.

(b) An applicant shall provide proof that he or she has been
residing in New Jersey for at least three months prior to the date
of service, and that he or she has the intent to remain in the State.

(c) Persons who are not New Jersey residents shall not be
screened for charity care, unless the care results from an emergency
situation requiring immediate medical care. Hospitals shall not re­
port care delivered to non-New Jersey residents as charity care,
unless the care is related to an emergency situation requiring im­
mediate medical care. Hospitals shall not report the costs of services
delivered to persons who come to New Jersey for the purpose of
receiving medical care as charity care.

8:318-4.41G Documentation of family size
The hospital shall properly determine the applicant's family size

in accordance with this section. Family size for an adult applicant
includes the applicant, spouse, any minor children whom he or she
supports, and adults for whom the applicant is legally responsible.
The family size for a minor applicant includes both parents, or a
spouse of a parent, minor siblings and any adults in the family for
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whom the applicant's parent(s) are legally responsible. If an appli­
cant documents that he or she has been abandoned by a spouse
or parent, then that spouse or parent is not included as a family
member. A pregnant female counts as two family members.

8:318-4.41H Income eligibility criteria and documentation
(a) The provisions of 42 U.S.C 99Oc(2), the poverty income

guidelines revised annually by the United States Department of
Health and Human Services, are hereby incorporated by reference.
(For further information on the poverty income guidelines, contact
Gordon Fisher, Office of the Assistant Secretary for Planning and
Evaluation, Department of Health and Human Services, Washing­
ton, D.C 20201, telephone 202-245-6141). A person is eligible for
charity care or reduced charge charity care if he or she falls into
one of the following categories:

1. A person whose individual or, if applicable, family income, as
determined by reference to (b) below, is less than or equal to 200
percent of the HHS Income Poverty Guidelines shall be eligible for
charity care for necessary health services without cost.

2. A person whose individual or, if applicable, family income as
determined by reference to (b) below, is greater than 200 percent
of the HHS Income Poverty Guidelines but not more than 300
percent of these guidelines is eligible at a reduced rate as described
in subsection (b) below.

(b) A person who is eligible for reduced charge health services
shall be charged a percentage of the normal charge for health
services as follows: the reduced percentage can be applied to the
total bill or to any remainder after third party payment.

Percentage of
Charges Paid

by Patient
20
40
60
80

(c) If the liability (which is unpaid by other parties and billed to
the patient) for individuals with incomes between 200 and 300
percent of the Federal poverty guidelines to the patient exceeds 30
percent of the person's, or family's if applicable, annual gross income
as calculated by reference to (b) above, this excess will be eligible
for 100 percent coverage under the charity care. This 30 percent
threshold must be met once per family in a 12 month period.

(d) A person's income, for purposes of determining eligibility for
charity care or reduced charge charity care, shall be determined as
follows:

1. The applicant may provide proof of the actual gross income
for the 12 months immediately preceding the services;

2. The applicant may provide proof of actual gross income for
the three months immediately preceding services. The facility will
multiply this amount by four to determine the gross annual income;
or

3. The applicant may provide proof of actual gross income for
the prior month immediately preceding service. The facility will
multiply this amount by 12 to determine the gross annual income.

4. If the applicant provides documentation for more than one
salary period, the facility shall use the period of time during which
the salary was the lowest.

5. If the applicant is a welfare recipient, the facility may document
income status by obtaining a photocopy of the applicant's welfare
identification, and documenting that the staff of the facility com­
municated with the local welfare office·, either by telephone or in
writing,· to verify the applicant's current benefit amount.

6. An applicant may request that unreported income be con­
sidered in the eligibility determination, as described in N.J.A.C
8:318-4.41I(b).

8:31B-4.411 Proof of income
(a) Proof of income shall include Federal or state income tax

return, pay check stubs, W-2 forms, a letter from an employer on
company letterhead stating the applicant's income, or a statement
of the gross benefit amount from any governmental agency providing
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benefit to the applicant. An applicant may document his or her
income by providing one paycheck stub immediately prior to the date
of service if the paycheck stub indicates a year to date income, and
if the applicant documents the length of time he or she has been
employed by the employer.

1. An applicant may document unreported income, by signing an
attestation which states the income obtained in one of the time
periods described in N.J.A.C. 8:31B-4.41H(d)1, 2 or 3. The facility
may request that the applicant document his or her living expenses
for the same time period.

2. An applicant who receives no income or benefits may provide
the hospital with an attestation(s) from organizations, or people
providing the applicant with support. If the applicant has not re­
ceived cash assistance, the applicant will be evaluated at $0 gross
income.

3. If the applicant is homeless, the facility may accept a signed
attestation from the applicant which states that he or she is homeless
and receives no support, income or benefits.

(b) Family income that must be considered for the eligibility
determination includes the income of all members for whom the
applicant is legally responsible including, but not limited to, a spouse
and any minor children for an adult. For a minor applicant, the
income of the family, as determined by N.J.A.C. 8:318-4.41H, will
be considered. In situations where a minor applicant's parents are
divorced, and the custodial parent(s) are remarried, the nonparental
spouse's income shall be considered. In situations where both
divorced parents have responsibility for the minor applicant's
medical care each parent shall complete a charity care application.
For a minor applicant the income of the family shall be considered.
Only unearned income shall be considered for minor children and
siblings. In cases where an adult applicant has been abandoned by
a spouse, or a minor applicant has been abandoned by a parent,
the applicant may document that a spouse's or parent's income is
not available.

(c) If a minor applicant's parents are divorced, and one of the
parents is uncooperative, as explained in (c)l through 3 below, with
the application process, then the requirement for that parent's in­
come may be waived after the case is reviewed by the Department
of Health.

1. A parent or spouse may be deemed uncooperative if the appli­
cant documents the unsuccesful attempts to obtain the necessary
information from the parent or spouse; and

2. The parent or spouse does not respond to a letter from the
hospital threatening collection or legal action if he or she does not
provide the necessary information for the application; and

3. The parent or spouse does not respond to the hospital's inhouse
collection process.

(d) The hospital may request that the applicant document his or
her living expenses.

8:318-4.411 Assets eligibility criteria
(a) An individual is eligible for charity care or reduced charge

charity care if:
1. His or her individual "[liquid]" assets as of the date of service

do not exceed $3,000; and
2. His or her family's "[liquid]" assets, if applicable, do not exceed

$6,000 as of the date of service.
(b) Family members whose assets must be considered are all

legally responsible individuals as defined in NJ.AC. 8:318-4.4lI(b).
(c) "[Liquid assets]" *Assets, as used in this section,* are assets

which consist of, or which can be readily converted into, cash. This
includes, but is not limited to, cash, savings and checking accounts,
certificates of deposit, treasury bills, negotiable paper, corporate
stocks and bonds, IRAs (Individual Retirement Accounts), trust
funds, and equity in real estate other than the patient's or family's,
if applicable, primary residence. A primary residence, for purposes
of charity care, is defined as a residence zoned for a single family
in which the applicant currently lives.

(d) Where applicable, the applicant may document his or her or
family "[liquid]" assets by presenting the hospital with documenta­
tion of the value of any of the assets as of the date of service, or,
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in the case of a checking or savings account, provide a statement
of the average daily balance of the accounts for the month in which
he or she received services.

(e) The assets of an applicant for charity care shall be counted
only after the applicant has had an opportunity to apply any amount
of assets in excess of the limits in (a) above to the hospital charges
for which the applicant seeks charity care.

8:318-4.41K Additional information to be supplied to facility by
applicant

A facility shall, as a condition of finding any applicant eligible
for charity care or reduced charge charity care, require the applicant
to furnish any information that is reasonably necessary to substan­
tiate the applicant's income and assets and that is within the appli­
cant's ability to supply.

8:31B-4.41L Application and determination
(a) The Department of Health shall provide acute care hospitals

with a standardized application and determination form. This appli­
cation and determination form shall be used by all acute care
hospitals for the charity care program.

(b) A patient or responsible party may request a facility to make
a determination for charity care or reduced charge charity care at
any time up to one year from the date of service. A hospital may,
at its discretion, accept applications after one year from the date
of service. Such a determination shall be made as soon as possible,
but no later than 10 working days from "[the day of the request]"
*the day an applicant submits a completed application to the
hospital*. If the request does not include sufficient documentation
to make such a determination, then the applicant shall be permitted
to supply additional documentation. The hospital shall promptly
provide the applicant with a written copy of its final determination.

(c) A determination that an applicant is eligible shall indicate:
1. The date on which the eligibility determination was made;
2. The date on which hospital services were requested;
3. The date on which the services were or will be provided to

the applicant;
4. That the facility will provide charity care services at no charge

or at a specified charge which is less than the allowable charge for
the services;

5. The applicant's family size, income and eligibility computation;
and

6. The length of time that the hospital will provide charity care
based on this determination. A hospital shall not provide charity care
on the basis of a determination of eligibility that is more than one
year old.

(d) The facility shall provide each applicant who requests charity
care and is denied it, in whole or part, with a written and dated
statement of the reasons for the denial, including information re­
quired in (c) above. In addition, this notice shall state that the
applicant may reapply if the applicant believes his or her financial
circumstances have changed so as to make him or her eligible for
charity care for future services. Where a denial is based on a
presumption that the patient is eligible for, but not enrolled in,
Medicaid, the information upon which the denial is based must be
documented.

8:318-4.41M Collection procedures and prohibited action
Persons determined to be eligible for charity care shall not receive

a bill for services or be subject to collection procedures. Persons
determined to be eligible for reduced charge charity care shall not
be billed or subject to collection procedures for the portion of the
bill that is reduced charge charity care. If the portion of the bill
that will be charity care cannot be determined prior to billing because
third party payments have not been made, any statements shall
indicate that the portion of the bill eligible for reduced charge charity
care will be identified at a future date.

8:318-4.41N Adjustment methodology
(a) For listing adjustment, the charity care write off amount for

each account should agree with the reimbursement rate that would
have been paid to the hospital by the Medicaid program. To the
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extent that charity care write off amounts are overstated, the
hospital's listing total will be reduced by the percentage of overstate­
ment found in the sample accounts.

(b) For compliance adjustment, each file reviewed must pass the
eight compliance steps in N.J.A.C. 8:31B-4.41D through 4.41M.
Failure in anyone step would fail the file and associated sample
dollars. A failure rate (failed dollars/total dollars sampled) that
meets or exceeds 10 percent would require an adjustment to the
hospital's charity care listing total based on unit dollar sampling.

(c) The hospital's adjusted charity care listing total will constitute
the hospital's audited 1993 charity care amount.

·(d) A hospital which disagrees with the Department's listing
adjustment may request an administrative hearing, which shall be
conducted in accordance with the Administrative Procedure Act,
N,J.S.A. 52:148-1 et seq., and the Uniform Administrative Procedure
Rules, N,J.A.C. 1:1.·

(a)
DIVISION OF HEALTH CARE PLANNING, FINANCING

AND INFORMATION SERVICES
Certificate of Need: Hospital Polley Manual
Hospital Capital Cap and Review Process
Adopted Amendments: N.J.A.C. 8:33A-1.1 0, 1.16 and

1.29
Proposed: August 16, 1993 at 25 N.J.R. 3710(a).
Adopted: October 19,1993 by Bruce Siegel, M.D., M.P.H., State

Commissioner of Health (with approval of the Health Care
Administration Board).

Filed: October 20,1993 as R.1993 d.570, with substantive and
technical changes not requiring additional public notice (see
N.J.A.C. 1:30-4.3).

Authority: N.J.S.A. 26:2H-l et seq., specifically 26:2H-5 and
2H-7.

Effective Date: November 15, 1993.
Expiration Date: November 25,1997.

Summary of Public Comments and Agency Responses:
One commenter, the New Jersey Hospital Association, provided com­

ments on three sections of the proposed amendments to the Hospital
Policy Manual. A second commenter, MEDIQ Consulting Group,
provided comments regarding N.J.A.C. 8:33A-1.16(d), as did Jersey
Shore Medical Center. These comments are summarized together with
Department responses below.

The Department has initiated two minor changes to the proposal in
N.J.A.C. 8:33A-1.16(d). One change improves the structure of the second
sentence without changing the meaning, by adding "as defined" prior
to the Guide to Prospective Financial Information reference. The other
change involves a reduction in the number of years required for financial
projections. The reduction from five to two years is necessary for con­
formity with the Certificate of Need rule at N.J.A.C. 8:33-4.1O(b)6ii, and
the requirements of the Guide to Prospective Financial Information, and
decreases the burden on the regulated public without impairing the
effectiveness of the rules.

NJ.A.C. 8:33A-l.10(a)
COMMENT: The New Jersey Hospital Association (NJHA) stated

that the inclusion of modernization, renovation or construction project
criteria in this section is inappropriate given the title of this section of
the rule, which is "Bed Need." It was suggested that either a title change
was in order ("Project Need" was suggested) or the criteria should be
moved to a more appropriate section of the rule.

RESPONSE: The Department agrees that the language suggested by
the New Jersey Hospital Association for this section of the rule suitably
describes the requirements contained in this section of the rule.

N,J.A.C. 8:33A-l.16(d)
COMMENT: MEDIQ and Jersey Shore Medical Center disagreed

with the requirement that firms which complete financial feasibility
studies be approved by the New Jersey Health Care Facilities Financing
Authority (NJHCFFA). The approved list consists of five accounting
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firms, all of which are "Big Six" accounting firms. MEDIQ states that
the feasibility studies done for a CN review project are significantly
different from the studies done for financing for the following reasons:

1. The financial perspective for the two purposes would be different.
The study for a CN would focus on the viability of the particular service
that is being considered, such as, for example, a psychiatric unit. In
contrast, the emphasis in the financing process would be on the whole
hospital.

2. Due to the time delay between the CN application and financing,
the specific elements of the feasibility study done for a CN would be
different than the study done for a financing. Information on financial
performance and reimbursement, construction costs and financing terms
would need to be updated.

3. Some consulting firms specialize in specific areas (for example,
psychiatry, radiology) and would be more qualified than the major
accounting firms in assisting a hospital in planning specific programs.

4. The NJHCFFA list includes firms which usually do financing. The
Authority has no plans to update the list.

5. A hospital may choose a firm which is not on the list to evaluate
the viability of a particular project. This information could be used in
a CN application. However, if that firm is not eligible to complete the
CN application, the hospital must incur additional costs to complete the
study.

RESPONSE: The Department's objective in requiring a firm approved
by the NJHCFFA to prepare the feasibility study is to increase the
usefulness and credibility of the CN process. The amended CN rules
also require a higher level of scrutiny by the consulting firm in preparing
the study.

The decisions by the LAB, SHPB and the Department concerning the
CN should be based on the best available information on volume,
revenue and expenditures. These decisions are based on the need for
the project, costs, and financial viability. The information should be
consistent with the projections used for obtaining financing at a later
time. This is not currently the case. Frequently CN and financing de­
cisions are made based on differing assumptions for revenue and costs.
The timing of the two feasibility studies only partially determines these
differences. The requirement to use an approved accounting firm in­
volves a restriction. However, the Department believes that the restric­
tion is justified based on the improved credibility of the CN process.

Responses to the specific comments are as follows:
1. The Department does not believe that there should be major

differences between the feasibility studies done for the CN regarding
the financing, other than the differences due to the timing of these
studies. The basis of both projections are expenses, volume, and reim­
bursement. These numbers should be developed based on the same
assumptions. Revenue/expense projections for the specific service and
the entire hospital are not independent.

2. The Department agrees that the information needs to be updated
between the CN application and the financing determination. However,
the study done for the financing process should be an extension of the
earlier study.

3. The hospital is free to consult with a specialized firm in evaluating
whether to develop a specific service. This information could be used
for the feasibility studies done for the CN and financing processes. It
should be noted that the restriction in consulting firms applies only for
projects which exceed $15 million.

4. The NJHCFFA has periodically reviewed its approved list. While
there are no current plans to review the list, the qualifications, experience
and resources of firms providing these services are reviewed upon direc­
tion of the NJHCFFA Board.

5. The feasibility study done for NJHCFFA must be done by an
approved firm. Therefore, use of an approved firm for the study required
for the CN process will simplify this later process; the CN study could
be updated for the feasibility process and reduce the costs for this study.

NJ.A.C. 8:33A-l.29(b)li
COMMENT: The NJHA stated its support for the use of "adjusted"

occupancy rate in this section of the rule.
RESPONSE: The Department agrees that this method of examining

an applicant's occupancy can be a useful indicator in determining the
priority ranking for projects that have documented compliance with all
other sections of the rule.

NJ.A.C. 8:33A-1.29(b)2ii
COMMENT: The NJHA stated that the average age of physical plant

criteria was a deceptive indicator of age, and that this criteria should
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not be used. "Hospitals with an average age of plant under 10 years
may still have extremely old and obsolete facilities."

RESPONSE: The Department does not believe that the use of this
criterion, which will only be one of several measures to determine priority
consideration of competitive applicants, will impede any applicant that
is able to document the need to replace antiquated and obsolete equip­
ment or facilities. The 10 year standard is approximately 20 percent above
the statewide average age and represents a clearly defined indicator of
relative age. A hospital will still be able to achieve the priority ranking
associated with this "project need" section of the rule, regardless of its
average age of physical plant, if it can demonstrate that the physical
plant condition being corrected "is substantially correcting life safety
code deficiencies or other conditions that pose imminent peril to the
health and safety of patients and staff' (at N.J.A.C. 8:33A-1.29(b)2i).
There are also other prioritization criteria that could be met by such
an applicant, in the event that neither of the sections dealing with
"project need" could be met by a given applicant. It is therefore the
Department's view that the average age criterion represents an ap­
propriate standardized indicator of relative physical plant condition and
is an appropriate criterion for its intended use in this section of the
rule.

Full text of the adoption follows (additions to proposal indicated
in boldface with asterisks *thus*; deletions from proposal indicated
in brackets with asterisks *[thus]*):

8:33A-1.10 *[Bed]* *Project* need
(a) Any application for establishment of or expansion of licensed

beds must demonstrate need for these beds in the proposed service
area based upon needs assessment methodologies represented in the
most recent acute care bed need estimates developed and
promulgated by the Department. All applicants, prior to submission,
should consult with their respective LABs regarding their plans to
assure that the projects address community needs, project needs,
project goals, cost issues and revenue stability criteria (to the extent
that this information is available) and will be competitive in ac­
cordance with the review process for the hospital capital cap at
N.J.A.C. 8:33A-1.29.

(b) (No change.)

8:33A-1.16 Standards regarding equity contributions and financing
(a)-(c) (No change.)
(d) All applicants shall demonstrate the financial feasibility of

their projects. An appropriate financial feasibility study shall be
submitted for projects in excess of $15 million at the time of appli­
cation. The financial feasibility study shall be prepared by an account­
ing firm approved by the New Jersey Health Care Facility Financing
Authority for such studies, and shall express an opinion based on
an examination of projections *as defined* in the American Institute
of Certified Public Accountants' Guide to Prospective Financial
Information. A project will be determined financially feasible where
the applicant can demonstrate a net positive income beginning in
the calendar or fiscal year which is two years beyond project comple­
tion. Financial projections shall be provided for the first *[five]*
*two* full years after project completion. These projections shall
indicate the method of funding any losses incurred during this time
period.

(e) All projects will be evaluated based on relative cost consider­
ations in comparison to Statewide norms including capital expense
per adjusted admission, and total operating expense per adjusted
admission.

8:33A-1.29 Hospital capital cap and review process
(a) (No change.)
(b) Having met all other applicable criteria in this chapter and

NJ.A.C. 8:33, for the 1993 and 1994 hospital acute care calls only,
projects shall be prioritized according to the criteria below. Those
projects meeting the greater number of criteria shall receive priority
consideration for approval. Approval of certificates of need as
limited by the Statewide cap of $225,000,000 will be determined
based on the prioritization criteria.

1. Community need: A hospital will be deemed to have exhibited
priority community need when it has the following characteristics:
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i. Occupancy in excess of optimal occupancy rates (as specified
in N.J.A.C. 8:33A-l.ll(a» in all services proposed for expansion,
and adjusted occupancy rates in excess of minimum rates by at least
10 percent in all other bed categories during the last 18 months
preceding the application. Adjusted occupancy, for each bed cat­
egory not being expanded, shall be calculated as follows:

(1) Adjusted bed-day capacity = Licensed beds in a category
minus changes in beds in the category multiplied by the total days
in the 18 month period (547 days);

(2) Adjusted occupancy = Actual patient days in the categories
in the prior 18 month period (547 days) divided by the adjusted
bed-day capacity for that category; and

ii. The county's and hospital's rates of inpatient admission and
length of stay have been demonstrated to be appropriate and not
likely to decline as a result of changing medical practice or reim­
bursement policy. Appropriateness of a hospital's average length of
stay (ALOS) shall be determined by comparison, in each licensed
bed category, to the Statewide average ALaS for that category. A
hospital ALOS, in any bed category, in excess of the Statewide ALaS
for that category by more than 20 percent shall be considered
inappropriate. A hospital whose ALaS, in any bed category, has
been deemed inappropriate in the above manner shall provide
justification to the Department. The Department will evaluate such
justifications and make a determination of appropriateness of the
ALOS, based upon the data provided by the hospital, as well as
data maintained by the Department. If the Department determines
that a hospital's ALaS is appropriate, even though it exceeds the
Statewide ALOS plus 20 percent, an exception to this criterion may
be made.

2. Project need:
i. The project is substantially directed to correcting Life Safety

Code deficiencies, or other conditions that pose imminent peril to
the health and safety of patients and staff; or

ii. The overall average age of the physical plant exceeds 10 years
based on the Department's calculations using generally accepted
accounting principles; and

3. Project goals:
i. The certificate of need application has been submitted in order

to address a public health priority or a specific recommendation set
forth in Department health planning guidelines, and is determined
by the Department to be essential to achieving that goal. Specifically,
these may include hospital closure or merger applications that
demonstrate significant cost savings to the health care system, pro­
jects which significantly and demonstrably improve access for popula­
tions which have been shown historically to lack access to hospital
services, or projects implementing ambulatory care initiatives that
improve health care delivery patterns and reduce system expen­
ditures; and

ii. The facility historically has served a greater than average
proportion of medically underserved populations in comparison to
the percent of the population in its community; meets Federal and
State obligations for providing uncompensated care, community
services, access by minorities (race, ethnic, others) and special needs
populations (for example, AIDS); offers a range of means by which
persons will have access and availability to its services (for example,
outpatient services, admission by house staff, admission by personal
physician); is accessible by public or private transportation; as appli­
cable, assures effective communication between the staff of the
proposed project and non-English speaking people and those with
speech, hearing, or visual handicaps; and to the extent possible,
eliminates architectural barriers to care for handicapped individuals
and/or describes other unique circumstances.

(c) The strength of the demonstration and the number of
prioritization factors demonstrated will be considered in the ranking
of projects. The projects will also be evaluated based on relative
cost considerations including total operating expense per adjusted
admission and capital expense per adjusted admission in comparison
to Statewide medians.
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ADOPTIONS

(a)
DIVISION OF HEALTH FACILITIES EVALUATION AND

LICENSING
OFFICE OF EMERGENCY MEDICAL SERVICES
Manual of Standards for Licensure of Invalid Coach

and Ambulance Services
Adopted Amendments: N.J.A.C. 8:40-1.1, 2.3, 2.7,

2.12,3.1,4.12,4.13,5.23 and 6.26
Proposed: June 21, 1993 at 25 N.J.R. 2663(a).
Adopted: October 19, 1993 by Bruce Siegel, M.D., M.P.H.,

Commissioner of Health (with the approval of the Health Care
Administration Board).

Filed: October 21,1993 as R.1993 d.594, with technical changes
not requiring additional public notice and comment (see
N.J.A.C. 1:30-4.3).

Authority: N.J.S.A. 26:2H-1 et seq. and 30:4D-6.3 and 6.4
Effective Date: November 15, 1993.
Expiration Date: December 6, 1996.

Summary of Public Comments and Agency Responses:
One comment was received, as listed below:
COMMENT: Mr. Paul Roman of Shrewsbury, New Jersey commented,

supporting the proposed changes and encouraging the Department to
extend the recognition of EMT-As from other recognized certification
agencies to other programs (for example, EMT-D and paramedic training
programs.

RESPONSE: The Department acknowledges the supportive comment.
With regard to the extension of the recognition of EMT-As in other
areas, the Department is constrained by Statutes and by other rules from
extending this recognition at this time. (See N.J.S.A 26:2K-7 et seq. and
N.J.AC. 8:41 and 8:41A) The Department will continue to monitor this
area.

Summary of Agency-Initiated Changes:
At N.J.AC. 8:40-2.12, the address of the Office of Emergency Medical

Services is changed to reflect the correct address, as the Office has moved
since the last adoption.

At N.J.AC. 8:40-4.12(b), the phrase "shall possess valid certification
on an Emergency Medical Technician-Ambulance" is corrected to read
"shall possess valid certification as an Emergency Medical Technician­
Ambulance."

At N.J.A.C. 8:40-4.13(a)2, the reference to the administrative code is
incorrect. The reference is corrected to read "N.J.AC. 8:4O-4.3(f)",
which represents the correct codification for that passage.

Full text of the adoption follows (additions to proposal indicated
in boldface with asterisks *thus*; deletions from proposal indicated
in brackets with asterisks *[thus] *):

8:40-1.1 Definitions
The following words and terms, when used in this chapter, shall

have the following meanings unless the context clearly indicates
otherwise.

"Emergency medical technician-ambulance (EMT-A)" means an
individual trained and currently certified or recognized by the Com­
missioner, in accordance with the United States Department of
Transportation EMT-A training course, as outlined in the standards
established by the Federal Highway Traffic Safety Act of 1966, 23
U.S.c. 401 et seq. (amended), to deliver basic life support services,
and who has completed the national standard curriculum, as
published by the United States Department of Transportation for
Emergency Medical Technician Ambulance.

"Street EMS" means the provision of primary emergency care at
the basic life support level, to a municipality or municipalities in
accordance with the intent of N.J.S.A. 27:5F-18 et seq.
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8:40-2.3 Special requirements for licensees providing street EMS
(a) Licensed services and municipalities providing emergency am­

bulance services ("street EMS") cannot discontinue services without
sending written notification to the Department at least 60 days prior
to the planned closure date.

(b) No licensee providing "street EMS" shall fail to respond to
an emergency call or refuse to provide emergency treatment and
transportation to any person because of that person's race, sex,
creed, national origin, sexual preference, age, disability, medical
condition, or ability to pay.

8:40-2.7 Application for licensure and/or vehicle licenses
(a) Any person, public or private institution, agency, or business

concern desiring to be licensed or relicensed to operate Invalid
Coach Services and/or Ambulance Services or to secure a vehicle
license shall apply to the Commissioner on forms prescribed by the
Department. Forms are available from:

Office of Emergency Medical Services
New Jersey State Department of Health
CN 367
Trenton, NJ 08625-0367

(b)-(d) (No change.)
(e) Each set of application(s) submitted to the Department shall

be accompanied by a single check in the correct amount made
payable to "New Jersey Department of Health."

(f)-(h) (No change.)
(i) Should an applicant submit an incomplete application, no

license shall be issued. Incomplete applications shall be returned to
the applicant with no action taken, pending proper completion.

(j) No application will be processed from an applicant if the
proposed trade name of the company duplicates or is essentially
similar to a currently licensed company's trade name, or to the trade
name of a company which has an application pending before the
Department.

8:40-2.12 Waiver
(a) (No change.)
(b) A licensee seeking a waiver of part(s) of this chapter shall

apply in writing to:
Office of Emergency Medical Services
New Jersey State Department of Health
CN *[364]* *367*
Trenton, NJ 08625-*[0364]**0367*

8:40-3.1 Agency ownership
(a) The ownership of the institution, agency or business concern

applying for licensing and the ownership of the vehicle(s) shall be
disclosed to the Department at the time of application. All owners
(100 percent of the company's ownership) shall be listed, indicating
the owners' percent of ownership and horne address. Proof of this
ownership shall be made available to representatives of the Depart­
ment.

(b) Any corporation which proposes a redistribution of 10 percent
or more of its stock, changes its trade name, or any individual owner,
partnership or proprietorship which proposes any redistribution of
stock whatsoever, must submit a new application for licensure and
receive new provider and vehicle permits or licenses before starting
to provide service with the new name and/or owners. Any licensed
agency which proposes a change in the scope of its service must
contact the Department to ascertain if new provider and vehicle
permits will be needed before changing the type of service it
provides.

(c)-(d) (No change.)
(e) The past licensure track record performance of any companies

licensed under this chapter will be considered when the principals
or owners of those companies apply for licensure of any new com­
pany, or change in scope of service. The Department may refuse
to issue any license until the Department is assured that:

1. The applicant demonstrates continued compliance with all ap­
plicable laws, rules and regulations; and

2. The issuance of the license will not pose a threat to the general
public health and safety.

(f) (No change in text.)
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8:40-4.12 Required training of staff
(a) (No change.)
(b) If oxygen administration devices are carried in the vehicle,

the required staff person(s) shall possess valid certification *[on]*
*as* an Emergency Medical Technician-Ambulance, issued or
recognized by the Department, in addition to the training required
in (a) above.

8:40-4.13 Duties of staff
(a) The collective duties of each person who staffs an Invalid

Coach vehicle shall include, but are not limited to:
1. (No change.)
2. Assuring that all wheelchairs are properly restrained in the

required restraints and that all wheelchair patients are restrained
in the wheelchair in accordance with N.J.A.C. 8:40-*[4.3(e)2]*
*4.3(0*;

3.-6. (No change.)

8:40-5.23 Required training of staff
(a) Each of the required staff persons shall possess current valid

certification as an Emergency Medical Technician-Ambulance, is­
sued or recognized by the Department.

(b) (No change.)

8:40-6.26 Required training of staff
(a) Each of the required staff persons shall possess current valid

certification as an Emergency Medical Technician-Ambulance, is­
sued or recognized by the Department.

(b) (No change in text.)

(8)
PUBLIC HEALTH COUNCIL
Readoption with Amendments: N.J.A.C. 8:44
Proposed: September 7,1993 at 25 N.J.R. 3905.
Adopted: October 21, 1993 by the Public Health Council,

William A. Frascella, Jr., O.D., chairman.
Filed: October 21, 1993 as R.1993 d.595, with substantive and

technical changes not requiring additional public notice and
comment (see N.J.A.C. 1:30-4.3).

Authority: N.J.S.A. 26:14-7 and 45:9-42.26 et seq., specifically
45:9-42.34.

Effective Date: October 21, 1993, Readoption;
November 15, 1993, Amendment.

Expiration Date: April 20, 1995.

Summary of Hearing Officer's Recommendations and Agency
Response:

A public hearing was held on September 13, 1993 in the Health­
Agriculture Building at 2:00 P.M., chaired by Dr. William Frascella. No
one appeared to testify at the hearing. The hearing record may be
reviewed by contacting Susan Eates, Department of Health, CN 360,
Trenton, NJ 08625.

Summary of Public Comments and Agency Responses:
COMMENT: Abbott Laboratories commented that the readopted

rules are inconsistent with the language of a statutory amendment to
the New Jersey Clinical Laboratory Improvement Act (N.J.S.A.
45:9-42.26 et seq.) which became effective February 19, 1991 and is
codified in N.J.S.A. 45:9-42.33. That amendment sets forth exceptions
to the clinical laboratory requirements for State and county corrections
facilities, and drug/alcohol rehabilitation facilities providing services to
any person under jurisdiction of such facilities, such as drug/alcohol
urinalysis rules.

RESPONSE: This statutory amendment will be incorporated into these
rules as an amendment with this readoption. While it does constitute
a significant change, no republication or public hearing will be required
for this amendment since it duplicates, exactly, the text of the statute
at N.J.S.A. 45:9-42.33d.

COMMENT: The New Jersey Society of Pathologists recommended
that in the review and revision of these rules scheduled to occur over
the next 18 months, modifications should be made to bring the rules
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into compliance with the federal Clinical Laboratory Improvement
Amendments of 1988 (CLlA '88) and proposed a number of specific
areas of the present rules that should be closely scrutinized.

RESPONSE: It is anticipated that CLlA '88 will have a significant
impact on the revised rules. The rules may not exactly mirror the Federal
rules, but will comply with the statutory requirement that State regula­
tions equal or exceed minimum Federal standards. The recommended
areas as well as all sections of the existing State rules will be carefully
examined in the revision process.

Full text of the readoption can be found in the New Jersey
Administrative Code at NJ.A.C. 8:44.

Full text of the adopted amendment follows (additions to proposal
indicated in boldface with asterisks *thus*; deletions from proposal
indicated in brackets with asterisks *[thus]*):

8:44-2.2 Applicability of regulations
(a) (No change.)
(b) The *[regulations]* *rules* do not apply to the following:
1.-3. (No change.)
4. Blood banks licensed under P.L. 1963, c.33 (N.J.S.A. 26:2A-2

et seq.); *[and]*
5. Clinical laboratories possessing a Federal Certificate of Waiver

as defined by Federal Clinical Laboratory Amendments of 1988
(CLlA '88) (P.L. 100-578) and regulations adopted thereunder (42
CFR Part 493, published in the Federal Register, February 28,
1992)*; and

6. Clinical laboratories which are operated by the Department of
Corrections, any county jail, any county probation department, or
any drug or alcohol treatment center providing services to persons
under the jurisdiction of any of these agencies or in a program of
supervisory treatment pursuant to the provisions of NJ.S. 2C:43-13
and which perform only urinalysis for screening purposes to detect
the presence of alcohol or illegal substances. The Attorney General
shall approve procedures, methods and devices used by these agen­
cies or centers in screening for alcohol or illegal substances*.

(b)
DIVISION OF EPIDEMIOLOGY, ENVIRONMENTAL

AND OCCUPATIONAL HEALTH SERVICES
Reporting of Occupational and Environmental

Diseases and Injuries by Physicians
Adopted Amendment: N.J.A.C. 8:57-3.2
Proposed: June 7,1993 at 25 N.J.R. 2186(a).
Adopted: October 18,1993 by the Public Health Council,

William Frascella, Jr., O.D., Chairperson.
Filed: October 20,1993 as R.1993 d.569, with a substantive

change not requiring additional public notice and comment
(See N.J.A.C. 1:30-4.3).

Authority: N.J.S.A. 26:1A-7.
Effective Date: November 15, 1993.
Expiration Date: April 20, 1995.

Summary of Hearing Officer's Report:
Dr. William Frascella chaired a hearing in the Health-Agriculture

Building on Monday, June 14, 1993 at 2:00 P.M. No one attended to
testify.

Summary of Public Comments and Agency Responses:
No comments received.

Summary of Agency-Initiated Changes:
Under reporting of cadmium toxicity in paragraph (b)9, the words "of

whole blood" are inserted after "liter." This is to clarify the clinical
definition for the reporting requirement and to have wording that is
consistent with requirements by the Federal Occupational Safety and
Health Administration for biological monitoring for cadmium exposure.
This change does not alter the meaning or significance of the original
text.
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Full text of the adoption follows (additions to proposal indicated
in boldface with asterisk *thus*):

8:57-3.2 Reporting of occupational and environmental diseases and
injuries by physicians:

(a) The physician attending any person who is ill or diagnosed
with any of the diseases or injuries listed in (b) below shall, within
30 days after such condition has been diagnosed or treated, report
such condition to the State Department of Health.

(b) The following diseases and injuries are declared to be re­
portable to the State Department of Health for purposes of this
section. All conditions listed herein are to be reported in the manner
prescribed by (c) below:

1.-4. (No change.)
5. Extrinsic Allergic Alveolitis;
6. Lead toxicity, adult (defined as blood lead ~ 25 micrograms

per deciliter; urine lead ~ 80 micrograms per liter);
7. Arsenic toxicity, adult (defined as blood arsenic ~ .07 micro­

grams per milliliter; urine arsenic ~ 100 micrograms per liter;
8. Mercury toxicity, adult (defined as blood mercury ~ 2.8 micro­

grams per deciliter; urine mercury ~ 20 micrograms per liter);
9. Cadmium toxicity, adult (defined as blood cadmium ~ five

micrograms per liter *of whole blood*; urine cadmium ~ three
micrograms per gram creatinine);

10. Pesticide toxicity;
11. Work-related injuries in children (under age 18); and
12. Work-related fatal injuries.
(c) The report required by (a) above shall state the name of the

disease or injury and the name of the reporting physician. The
following information on the person ill or diagnosed with such
condition shall also be furnished: name, year of birth, sex, home
address, telephone number, name and address of employer at the
time of exposure or injury, and the date of onset of illness or injury.
Additional information may be required by the Department after
receipt of a specific report.
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(a)

CONTRACT POLICY AND MANAGEMENT UNIT
Contract Administration
Readoption with Amendments: N.J.A.C. 10:3
Proposed: August 16, 1993 at 25 N.J.R. 3694(b).
Adopted: October 21,1993 by William Waldman, Commissioner,

Department of Human Services.
Filed: October 22,1993 as R.1993 d.597, without change.
Authority: N.J.S.A. 30:1-12.
Effective Date: October 22,1993, Readoption;

November 15, 1993, Amendments.
Expiration Date: October 22,1998.

Summary of Public Comments and Agency Responses:
No comments received.

Full text of the readoption can be found in the New Jersey
Administrative Code at N.J.A.C. 10:3.

Full text of the adopted amendments follows:

10:3-1.2 Causes for debarment of a person
(a) Subject to the conditions hereinafter described, the Com­

missioner may debar a person for any of the following causes.
1. through 12. (No change.)

10:3-1.3 Conditions affecting debarment of a person(s)
(a)-(e) (No change.)
(f) Debarment for the cause set forth in N.J.A.C. 10:3-1.2(a)12

shall be proper provided that one of the causes set forth in N.J.A.C.
1O:3-1.2(a)1 through 11 was the basis for debarment by the original
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debarring agency. Such debarment may be based entirely on the
record of facts obtained by the original debarring agency, or upon
a combination of such facts and additional facts.

10:3-2.2 Capital Funding Agreement for Construction, Purchase or
Purchase and Renovation of Community-Based Facilities

(a) The Department efforts to consolidate division-specific con­
tracts/agreements has culminated in the development of a Standard
Contract/Agreement Document for the Construction, Purchase, or
Purchase and Renovation of Community-Based Facilities. Copies of
the Standard Document and updates may be obtained from:

Facilities Support Services
Department of Human Services
CN 700
Trenton, New Jersey 08625

(b) (No change.)
OFFICE OF ADMINISTRATIVE LAW NOTE: A copy of the

Standard Contract/Agreement Document in (a) above was submitted
as part of this proposal but is not reproduced herein. This document
may be reviewed at the Office of Administrative Law, 9
Quakerbridge Plaza, Trenton, New Jersey 08625 or Facilities Support
Services, CN 700, 222 South Warren Street, Trenton. This document
will not be reproduced in the New Jersey Administrative Code.

10:3-2.3 Capital Funding Agreement for Renovation, Remodeling,
Extension or Other Improvements to Agency-Owned or
Leased Community Facilities

(a) The Department efforts to consolidate division-specific con­
tracts/agreements has culminated in the development of a Standard
Contract/Agreement Document for the Renovation, Remodeling,
Extension or Other Improvements to Agency-Owned or Leased
Community Facilities. Copies of the Standard Document and up­
dates may be obtained from:

Facilities Support Services
Department of Human Services
CN 700
Trenton, New Jersey 08625

(b) (No change.)
OFFICE OF ADMINISTRATIVE LAW NOTE: A copy of the

Standard Contract/Agreement Document in (a) above was submitted
as part of this proposal but is not reproduced herein. This document
may be reviewed at the Office of Administrative Law, 9
Quakerbridge Plaza, Trenton, New Jersey 08625 or Facilities Support
Services, CN 700,222 South Warren Street, Trenton. This document
will not be reproduced in the New Jersey Administrative Code.

10:3-2.4 Capital Funding Agreement for Community-Based Facility
Planning and Design Services

(a) The Department, continuing in its efforts to consolidate con­
tracts and agreements, has developed the Funding Agreement for
Community-Based Facility Planning and Design Services document
to be used by all divisions for preliminary planning/design services.
Copies of the standard document and updates may be obtained from:

Facilities Support Services
Department of Human Services
CN 700
Trenton, New Jersey 08625

(b) (No change.)
OFFICE OF ADMINISTRATIVE LAW NOTE: A copy of the

Standard Contract/Agreement Document in (a) above was submitted
as part of this proposal but is not reproduced herein. This document
may be reviewed at the Office of Administrative Law, 9
Quakerbridge Plaza, Trenton, New Jersey 08625 or Facilities Support
Services, CN 700, 222 South Warren Street, Trenton. This document
will not be reproduced in the New Jersey Administrative Code.

10:3-3.1 Purpose and scope
This rule applies to all departmental components, County Human

Services Advisory Councils (CHSACs) and designated entities when
departmental components choose to issue an RFP, and to all groups
or entities responding to RFPs for contracts for the provision of
third-party social services or training. The RFP process, except when
the Departmental component chooses to RFP, shall not be required
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for renewal or expansion of Department purchase of service con­
tracts for programs in effect as of November 4, 1991. In addition,
the RFP process shall not apply to renewal of contracts for which
an RFP was utilized in selection of the current grant recipients.

10:3-3.2 Definitions
The following terms, when used in this subchapter, shall have the

following meanings unless the context indicates otherwise.

"Designated entity" means that group or county board which has
been given the authority by the Department of Human Services to
solicit human service proposals for review and comment and recom­
mended acceptance for third-party social service Contracts. Although
the RFP is handled by a group other than the departmental compo­
nent, the contract is signed and finalized by the departmental compo­
nent.

10:3-3.3 Request for proposal
(a) The departmental component or CHSAC/designated entity

shall issue a public announcement of the availability of funds for
the purchase of services in accordance with N.J.S.A. 52:14-34.4, 34.5
and 34.6. The announcement shall be made in a manner to permit
reasonable competition among eligible provider agencies. The de­
partmental component shall publish the announcement in the New
Jersey Register. In addition, the announcement may be mailed to
identified prospective provider agencies and/or advertised in at least
three newspapers of general circulation.

(b) The departmental components may choose to have bidders
conferences. Technical information regarding the RFP may be dis­
seminated at such a meeting.

(c) The CHSACs/designated entities, at minimum, shall use the
standards set forth in this subchapter when they are delegated the
responsibility to solicit proposals on behalf of the Department. In
all other instances, the departmental component shall notify the
CHSACs/designated entity of the RFP, if appropriate.

(d) (No change in text.)
(e) The departmental component or the CHSAC/designated enti­

ty shall forward a proposal package to or it may be picked up by
those prospective applicants responding to the public announcement.
In addition, when the CHSACs/designated entities have been de­
legated the responsibility to solicit proposals on behalf of the Depart­
ment, all appropriate Department procedures, as set forth in this
subchapter, and county procedures, as appropriate, must be
followed. The proposal package shall contain, at minimum, the
following information and requirements:

1.-13. (No change.)
14. A statement explaining the appeals process and that appeals

to the departmental component must be completed within the time
frame specified in the RFP or within 15 days after receipt of the
CHSAC/designated entity recommendation, and that appeals to the
CHSAC/designated entity must be completed within the 90 day
process time period and prior to the recommendations being sent
to the departmental component.

10:3-3.4 Sole source services
Where there is none or only one response to the RFP, after

specifications of the RFP have been cited and all criteria of this
subchapter have been met, documentation of any and all efforts to
obtain multiple responses shall be kept in the Department RFP file.
Documentation shall also be retained of every contact made by the
departmental component or CHSAC/designated entity to find a
provider agency to fulfill the required services.

10:3-3.5 Internal controls for proposals
(a) The departmental component or CHSAC/designated entity

shall record all correspondence to and from the departmental com­
ponent or CHSAC/designated entity, whichever applicable, in a log
retained in the individual program RFP file.

(b) Correspondence shall be recorded in the log by a staff person
different from the staff personnel who are on the review panel and
participating in the selection process.

(c) The log shall indicate, at a minimum, the following informa­
tion:
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1.-5. (No change.)
6. The name of the Department or CHSAC/designated entity staff

person receiving the proposal for review and selection;
7.-8. (No change.)
(f) (No change.)
(g) When a CHSAC/designated entity is handling the RFP

process, all documentation shall be forwarded to the departmental
component responsible for signing the contract for final approval
and retention.

(h) The departmental component shall communicate to the
CHSAC/designated entity the outcome of any departmental compo­
nent appeal on a CHSAC/designated entity RFP and forward a copy
of the final award letter.

10:3-3.6 Funding proposal program summary and evaluation data;
list of required information

(a) The funding proposal requirements shall apply to all proposals
submitted to a departmental component or CHSAC/designated enti­
ty. Each proposal submitted to a departmental component or
CHSAC/designated entity shall contain the following:

1.-25. (No change.)

10:3-3.7 Composition of review panel
(a)-(b) (No change.)
(c) The panel may consist of an allocations review panel under

the CHSAC/designated entity or the following:
1.-11. (No change.)
(d) (No change.)

10:3-3.9 Evaluation of applicant
(a) The applicant shall be evaluated to determine the following

(an on-site evaluation may be conducted by the departmental compo­
nent or CHSAC/designated entity if deemed necessary). The
CHSACIdesignated entity shall evaluate the applicant on only those
factors with which they are familiar or about which they have
accurate information. The Department is responsible for evaluation
of all information presented by the applicant in the RFP.

1.-9. (No change.)

10:3-3.10 Notification of decision
(a) (No change.)
(b) An appeal based on the determination may be filed according

to the procedures established by the departmental component or
CHSAC/designated entity which shall be referenced in the notice
of decision to the applicant.

(c) (No change.)

10:3-3.11 Document retention
Awarded contracts, signed originals, all support materials and the

record copy shall be retained by the departmental component for
three years after the termination of the contract and four years
thereafter at the records center prior to destruction. Unsuccessful
proposals shall be retained for one year by the departmental compo­
nent and then may be destroyed. The material to be retained
includes the RFP, the applicant proposals, all evaluation sheets, and
any other documentation which details why the agency was selected
or not selected.
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(a)
DIVISION OF MEDICAL ASSISTANCE AND HEALTH

SERVICES
Home Care Services Manual; Definitions
Adopted Amendments: N.J.A.C.10:60-1.2 (Partial)
Proposed: July 6, 1993 at 25 N.J.R, 2803(a).
Adopted by: William Waldman, Commissioner, Department of

Human Services.
Filed: October 21,1993 as R,1993 d.588, with a technical change

and with portions not adopted but still pending.
Authority: N.J.S.A. 30:4D-6b(2), 7, 7a, band c; 30:4D-12; 30:4E;

42 CFR 440.70, 170(f) and Section 1902(w) of the Social
Security Act, 42 U.S.c. 1396a.

Effective Date: November 5,1993.
Expiration Date: February 19, 1996.

Summary of Public Comments and Agency Responses:
No comments received.
The Division of Medical Assistance and Health Services is adopting

a portion of N.J.A.C. 10:60-1.2 pertaining to the following definitions:
homemaker agency, private duty nursing and private duty nursing agency.
The remainder of the proposed amendments remain pending agency
review prior to adoption.

The Home Care Manual as proposed on July 6, 1993 remains pending
agency review prior to adoption. However, the Department is proceeding
to immediately adopt two definitional changes. The first is the expansion
of the definition of "homemaker agency" to allow recognition of an
agency accredited by the Community Health Accreditation Program
(CHAP). This adoption is necessary in order to act upon pending
provider enrollment applications. The second is the expansion of the
definition of "private duty nursing" and "private duty nursing agency"
in order to clearly specify that children eligible under the Early and
Periodic Screening Diagnosis and Treatment program are eligible to
receive this service.

Summary of Changes Between Proposal and Adoption:
The word "and" has been added to the full name of EPSDT, to clarify

that the process involves both early and periodic screening.

Full text of the adopted portions of N.J.A.C. 10:60-1.2 follows
(addition to proposal shown in boldface with asterisks -thus-):

10:60-1.2
The following words and terms when used in this chapter, shall

have the following meanings unless the context clearly indicates
otherwise.

"Homemaker agency" means a proprietary or voluntary non-profit
agency approved by the Department of Human Services, Division
of Medical Assistance and Health Services to provide Personal Care
Assistant Services, and homemaker services under the Community
Care Program for the Elderly and Disabled (CCEPD) and the Home
Care Expansion Program (HCEP), and accredited, initially and on
an on-going basis, by the Commission on Accreditation for Home
Care Inc., the National HomeCaring Council, a Division of the
Foundation for Hospice and Homecare or the Community Health
Accreditation Program (CHAP).

"Private duty nursing" means individual and continuous nursing
care, as different from part-time or intermittent care, provided by
licensed nurses in the home to recipients under Model Waiver III
and the AIDS Community Care Alternatives Program, as well as
eligible Early -and- Periodic Screening Diagnosis and Treatment
(EPSDT) recipients.

"Private duty nursing agency" means a licensed horne health
agency, voluntary non-profit homemaker agency, private employ­
ment agency and temporary-help service agency approved by the
Division to provide private duty nursing services under Model Waiv­
er III, and the AIDS Community Care Alternatives Program
(ACCAP) and EPSDT. The private duty nursing agency shall be
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locatedlhave an office in New Jersey and shall have been in operation
and actively engaged in horne health care services in New Jersey
for a period of not less than one year prior to application.

(b)
DIVISION OF MEDICAL ASSISTANCE AND HEALTH

SERVICES
Lifeline Credit Program/Tenants' Lifeline Assistance

Program
Readoption with Amendments: N.J.A.C. 10:69B
Proposed: August 16, 1993 at 25 N.J.R, 3701(a).
Adopted: October 21,1993 by William Waldman, Commissioner,

Department of Human Services.
Filed: October 21,1993 as R,1993 d.586, without change.
Authority: N.J.S.A. 48:2-29.1.5 et seq. and 48:2-29.31 et seq.

Effective Date: October 21,1993, Readoption;
November 15, 1993, Amendments.

Expiration Date: October 21, 1998.

Summary of Public Comments and Agency Responses:
No comments received.

Full text of the readoption can be found in the New Jersey
Administrative Code at N.J.A.C. 1O:69B.

Full text of the adopted amendments follows:

1O:69B-1.3 Definitions
The following words and terms, when used in this chapter, shall

have the following meanings unless the context clearly indicates
otherwise.

"Electric utility" means every New Jersey public utility which
provides residential electric service, as defined in this section, and
is regulated by and subject to the jurisdiction of the Board of
Regulatory Commissioners. Additionally, any municipality or other

. governmental entity providing residential electric service, as defined
in this section, within the State of New Jersey, shall be deemed an
electric utility for the limited purposes of this program.

"Gas utility" means every New Jersey public utility which provides
residential gas service, as defined in this section, and is regulated
by and subject to the jurisdiction of the Board of Regulatory Com­
missioners. Additionally, any municipality or other governmental
entity providing residential gas service, as defined in this section,
within the State of New Jersey, shall be deemed a gas utility for
the limited purposes of this program.

1O:69B-1.4 Lifeline Creditffenant's Lifeline Assistance payment
(a) The Lifeline Credit shall consist of a single amount established

by law, which will be applied, on a yearly basis, to the electric and/
or gas utility bills of an eligible residential customer. Only one credit
per year is allowed per household, regardless of the number of
eligible residential utility customers living in that household.

1.-2. (No change.)
3. When an eligible residential utility customer terminates service,

the unused balance of the Lifeline Credit shall be dispersed accord­
ingly.

i.-iii. (No change.)
iv. The electric and/or gas utility shall return within 60 days of

termination of service, any unused balance that cannot be transferred
as stated in N.J.A.C. 1O:69B-1.4(a)3i, ii, iii, to the Treasurer, State
of New Jersey.

(b) (No change.)
(c) A Special Utility Supplement has been established to assist

Supplemental Security Income (SSI) beneficiaries who are not
eligible for Lifeline Credit or Tenants Lifeline Assistance. This yearly
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supplement amount, established by law in lieu of Lifeline Credit or
Tenants Lifeline Assistance, will be added to each monthly SSI check
in an amount equal to 1/12 of the yearly supplement.

1. When an SSI beneficiary is no longer eligible for the SSI
Program, any remaining balance of the Special Utility Supplement
shall be dispersed accordingly.

i. (No change.)
ii. If the terminated SSI beneficiary is not eligible for Lifeline

Credit or Tenants Lifeline Assistance, the remaining balance of the
Special Utility Supplement shall be returned to the Treasurer, State
of New Jersey.

1O:69B-2.5 Responsibilities of the utility companies
(a) (No change.)
(b) Each electric and gas utility shall apply only one credit per

utility account of an eligible residential utility customer.
(c)-(f) (No change.)

(a)
DIVISION OF FAMILY DEVELOPMENT
Assistance Standards Handbook
Deeming Income of Parents and Guardians of

Adolescent Parents
Adopted Amendment: N.J.A.C. 10:82-3.14
Proposed: July 6, 1993 at 25 N.J.R. 2819(a).
Adopted: October 15,1993 by William Waldman, Commissioner,

Department of Human Services.
Filed: October 19, 1993 as R.1993 d.566, without change.
Authority: N.J.S.A. 44:10-3.
Effective Date: November 15, 1993.
Expiration Date: August 24,1994.

Summary of Public Comments and Agency Responses:
No comments received.

Full text of the adoption follows:

10:82-3.14 Deeming income of parents and guardians of adolescent
parents

(a) (No change.)
(b) When an adolescent parent lives in the same home as his or

her own parent(s) or legal guardian(s), the income of such parent(s)
or legal guardian(s) shall be considered available to the eligible
family in accordance with the following procedures. These rules do
not apply if the parent(s) or guardian(s) receive(s) SSI or AFDC
or if the adolescent parent is categorically eligible for the -N segment
only. For the purposes of this section, the term parent shall include
legal guardian.

1.-5. (No change.)
6. All income remaining shall be counted as unearned income

available to the eligible unit and shall be counted toward total
income (N.J.A.C. 10:82-1.2) and in the determination of grant
amount.

i. In the event the eligible family unit is determined financially
ineligible for AFDC cash assistance due to the inclusion of such
deemed income, Medicaid eligibility for the dependent child(ren)
of the adolescent parent shall be determined in accordance with
NJ.A.C. 1O:81-8.22(a)3.

(c) (No change.)
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(b)
DIVISION OF YOUTH AND FAMILY SERVICES
In-Person Visits with Clients and SUbstitute Care

Providers
Adopted New Rules: N.J.A.C. 10:133D-4
Proposed: June 7, 1993 at 25 N.J.R. 221O(a).
Adopted: October 21, 1993 by William Waldman, Commissioner,

Department of Human Services.
Filed: October 21,1993 as R.1993 d.587, with a substantive

change not requiring additional public notice and comment
(see N.J.A.C. 1:30-4.3).

Authority: NJ.S.A. 30:4C-25, N.J.S.A. 30:4C-ll et seq.,
specifically 30:4C-44, and N.J.S.A. 9:6-8.8 et seq., specifically
9:6-8.15.

Effective Date: November 15, 1993.
Expiration Date: November 1, 1998.

Summary of Public Comments and Agency Responses:
No comments received.

Summary of Agency-Initiated Changes:
In N.JA.C. 10:133D-4.2, the words "or guardian" have been removed,

leaving the term "parent." The term "parent" is used exclusively through­
out the rest of the subchapter, including the section on Scope. The
definition of "parent or guardian" in NJ.A.C. 10:133-1.3 includes a
"teacher, employee or volunteer ... of an institution who is responsible
for the child's welfare" and "a teaching staff member or other employee
. .. of a day school." There is no reason why such persons would need
or want on-going regularly scheduled visits from a Division represen­
tative. As indicated in the Scope section, it was not the Division's
intention to include such persons in in-person visits.

Full text of the adoption follows (deletions from the proposal
indicated in brackets with asterisks "[thus]"):

CHAPTER 133D
CASE MANAGEMENT

SUBCHAPTERS 1.-3. (RESERVED)

SUBCHAPTER 4. IN-PERSON VISITS WITH CLIENTS AND
SUBSTITUTE CARE PROVIDERS

10:133D-4.1 Authority
N.J.S.A. 30:4C-25 requires the Division of Youth and Family

Services, Department of Human Services to regularly visit all chil­
dren under its care, custody, and supervision.

10:133D-4.2 Purpose
The purpose of this subchapter is to establish criteria for determin­

ing the frequency and nature of in-person visits by a Division
representative with each child, parent "[or guardian]", and substitute
care provider.

1O:133D-4.3 Scope
The provisions of this subchapter shall apply to each child receiv­

ing services from the Division, his or her parent, and each substitute
care provider of a Division supervised child, and to the Division.

1O:133D-4.4 Definitions
The definitions in N.J.A.C. 10:133-1.3, Definitions, are hereby

incorporated into this subchapter by reference.

10:133D-4.5 Purpose of in-person visits by the Division
representative

(a) Each in-person visit by the Division representative shall be
made for one or more of the following purposes:

1. To determine whether the child is receiving appropriate care
and is safe from harm;

2. To determine whether the objectives of the case plan are being
met;

3. To determine what progress is being made toward achieving
the case goal; or
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4. To determine whether barriers to achieving the case goal are
being alleviated.

1O:133D-4.6 Establishing a schedule for in-person visits
(a) The Division representative and supervisor shall establish a

schedule for each child, his or her parent, and substitute care
provider, based on the following:

1. The services to be provided directly by the Division represen-
tative;

2. The services to be provided by non-Division service providers;
3. The case goal; and
4. The assessed risk to the child.
(b) The supervisor and the Division representative shall monitor

and modify the schedule when appropriate.
(c) Each established schedule for in-person visits shall fall be­

tween a range of once every week to once every 12 weeks, except
as provided in (d) below.

(d) The office manager may approve an in-person visitation
schedule of once every six months for a child, parent, or substitute
care provider, when a child resides in:

1. A related or unrelated para-foster home where the only
Division service is financial, and appropriate parenting has been
demonstrated over a six month period of time during which the
Division representative has made frequent in-person visits;

2. A formalized long-term foster care custody placement per P.L.
1992, c.139 and the foster parents have demonstrated the ability to
handle all parental responsibilities without close monitoring by the
Division; or

3. An out-of-State residential facility that precludes in-person
visitation more frequently than once every six months.

(e) Whenever an in-person visitation schedule of once every six
months has been approved under the provision of (d) above, the
Division representative shall maintain monthly telephone contact
between visits with all parties as well as with collateral individuals;
for example, school personnel.

(f) The Division representative shall advise each child, his or her
parent, and the substitute care provider of the schedule for in-person
visits and any changes in the schedule.

1O:133D-4.7 In-person visitation when a child is placed out of his
or her own home

(a) In addition to the visits made in accordance with the provisions
Df N.J.A.C. 10:1330-4.6, Establishing a schedule for in-person visits,
.vhenever a child is placed out of his or her own home:

1. Individual in-person visits with the child, the prior custodial
Darent, and the substitute care provider shall be made by the
Division representative within five working days following the child's
Jlacement out of his or her own home;

2. The visit with the child shall occur in the home of the substitute
:are provider; and

3. The Division representative shall, whenever possible or ap­
)ropriate, have an in-person visit in the home of the prior custodial
larent or in the office within five working days following the child's
llacement.

0:1330-4.8 Change in placement
Following a change in the child's out-of-home placement, the

Jivision representative shall have an in-person visit within five
fOrking days with the child and new substitute care provider.

0:133D-4.9 Residential placement
(a) The Division representative shall telephone the child within

;ve working days of the child's residential placement, unless con­
.·aindicated by the individual treatment plan for the child.

(b) Within 20 working days of the placement, the Division
~presentative shall visit the child and attend the treatment con­
:rence if one is scheduled at the time of the visit.

0:133D-4.1O Initial in-person visit
(a) In addition to the standards set by N.J.A.C. 1O:133D-4.7, 4.8

nd 4.9, the Division representative shall make an in-person visit
I the child's residence within 20 working days when:

CORRECTIONS

1. A case initially opened for services with the Division is assigned
to the Division representative; or

2. The case is transferred from one Division representative to
another. In this instance, the newly assigned Division representative
shall make the in-person visit.

CORRECTIONS
(a)

THE COMMISSIONER
Inmate Discipline
Schedule of Sanctions for Prohibited Acts
Adopted Amendments: N.J.A.C. 1OA:4-5.1, 5.2 and

5.3
Proposed: September 20, 1993 at 25 N.J.R. 4435(a).
Adopted: October 20,1993 by William H. Fauver, Commissioner,

Department of Corrections.
Filed: October 21,1993 as R.1993 d.584, without change.
Authority: N.J.S.A. 30:IB-6 and 30:1B-1O.
Effective Date: November 15, 1993.
Expiration Date: May 7,1996.

Summary of Public Comments and Agency Responses:
No comments received.

Full text of the adoption follows:

lOA:4-5.1 Schedule of sanctions for prohibited acts committed at
the Prison Complex, Adult Diagnostic and Treatment
Center (ADTC) and Edna Mahan Correctional facility
for Women (EMCF)

(a) A finding of guilt for any offense preceded by an asterisk (*)
shall render the offender subject to one or more of the following
sanctions:

1.-4. (No change.)
5. Loss of furlough privileges for up to two months;
6.-10. (No change.)
(b) A finding of guilt in the case of all other offenses shall render

the offender subject to one or more of the following sanctions:
1.-4. (No change.)
5. Loss of furlough privileges for up to two months;
6.-10. (No change.)
(c) (No change.)

lDA:4-5.2 Schedule of sanctions for prohibited acts committed at
the Youth Complex

(a) A finding of guilt for prohibited acts preceded by an asterisk
(*) shall render the offender subject to one or more of the following
sanctions:

1.-3. (No change.)
4. Up to 14 hours extra duty, to be performed within a maximum

of two weeks;
5. Loss of furlough privileges for up to two months;
6. Confiscation;
7. Any sanction prescribed for On-The-Spot Correction (see

N.J.A.C. lDA:4-7);
Recodify existing 6.-8. as 8.-lD. (No change in text.)
(b) A finding of guilt in the case of all other offenses shall render

the offender subject to one or more of the following sanctions.
1.-5. (No change.)
6. Up to 14 hours extra duty, to be performed within a maximum

of two weeks;
7. Loss of furlough privileges for up to two months;
8. Confiscation;
Recodify 8.-9. as 9.-lD. (No change in text.)
(c) In addition to the sanctions in (a) and (b) above, adminis­

trative action may be taken by the Institutional Classification Com­
mittee upon the recommendation of the Disciplinary Hearing Of-
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ficer/Adjustment Committee or the Superintendent. Such adminis­
trative action shall include, but not be limited to, the following:

1. (No change.)
2. Assigning to a treatment program;
Recodify existing 2.-5. as 3.-6. (No change in text.)

lOA:4-5.3 Schedule of sanctions for prohibited acts committed at
the New Jersey Training School for Boys, the Juvenile
Medium Security Unit and the Lloyd McCorkle Training
School for Boys and Girls

(a) A finding of guilt for prohibited acts preceded by an asterisk
(*) shall render the offender subject to one or more of the following
sanctions:

1. (No change.)
2. Up to two weeks confinement to room or housing unit;
Recodify existing 2.-3. as 3.-4. (No change in text.)
5. Up to 14 hours extra duty, to be performed within a maximum

of two weeks;
Recodify existing 5.-7. as 6.-8. (No change in text.)
(b) A finding of guilt in the case of all other offenses shall render

the offender subject to one or more of the following sanctions:
1. (No change.)
2. Up to two weeks confinement to room or boarding unit;
3. Loss of furlough privileges up to two months;
4. Up to 14 hours extra duty, to be performed within a maximum

of two weeks;
Recodify existing 4.-7. as 5.-8. (No change in text.)
(c) In addition to the sanctions in (a) and (b) above, adminis­

trative action may be taken by the Institutional Classification Com­
mittee upon the recommendation of the Disciplinary Hearing
Officer/Adjustment Committee or the Superintendent. Such admin­
istrative action shall include, but not be limited to, the following:

1. (No change.)
2. Assigning to a treatment program;
Recodify existing 2.-5. as 3.-6. (No change in text.)

(a)
THE COMMISSIONER
Blood Donation by Inmates
Autologous Blood Donation
Adopted Amendment: N.J.A.C. 10A:16-9.1
Proposed: September 7,1993, at 25 N.J.R. 3920(a).
Adopted: October 15, 1993 by William H. Fauver, Commissioner,

Department of Corrections.
Filed: October 19, 1993 as R.1993 d.567, without change.
Authority: N.J.S.A. 30:IB-6, 30:1B-1O and 26:2A-13 et seq.

Effective Date: November 15,1993.
Expiration Date: July 6, 1997.

Summary of Public Comments and Agency Responses:
No comments received.

Full text of the adoption follows:

10A:16-9.1 Blood donation
(a) In accordance with the Blood Safety Act of 1991 (N.J.S.A.

26:2A-13 et seq.), the donation of blood by inmates to other in­
dividuals (homologous) is prohibited. There shall be no exceptions
to this prohibition.

(b) When medically necessary or appropriate, the donation of
blood by an inmate for his or her exclusive use (autologous) in
anticipated non-emergency, scheduled surgery will be permitted.

ADOPTIONS
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(b)

DIVISION OF FINANCIAL EXAMINATIONS
Insurance Holding Company Systems
Adopted Concurrent New Rules: N.J.A.C. 11:1-35
Adopted Concurrent Amendment: N.J.A.C. 11 :1-32.4
Proposed: September 7, 1993 at 25 N.J.R. 4275(a).
Adopted: October 15, 1993 by Samuel F. Fortunato,

Commissioner, Department of Insurance.
Filed: October 15, 1993 as R.1993 d.554, with technical changes

not requiring additional public notice and comment (see
N.J.A.C. 1:30-4.3).

Authority: N.J.S.A. 17:1C-6(e), 17:1-8.1, 17:27A-l et seq., and
P.L. 1993, c. 241.

Effective Date: October 15, 1993, Readoption of emergency new
rules and amendments;

November 15, 1993, Changes upon adoption.
Expiration Date: January 31,1996.

These new rules and amendment were adopted on an emergency basis
and concurrently proposed on September 7, 1993 pursuant to N.J.S.A.
52:14B-4(c). The present adoption of the concurrent proposed rules and
amendment is effective upon acceptance for filing at the Office of
Administrative Law (see N.J.A.C. 1:30-4.4(d», except for changes upon
adoption, which are effective on the date of publication of this notice,
November 15, 1993.

Summary of Public Comments and Agency Responses:
The Department of Insurance (Department) received six written com-

ments from insurers and insurer trade associations as follows:
1. Prudential Insurance Company of America;
2. The Reinsurance Association of America;
3. Pennsylvania Millers Mutual Insurance Company;
4. Selective Insurance Company of America;
5. Royal Insurance; and
6. The American Insurance Association.
COMMENT: Two commenters objected to the inclusion of "bulk

reinsurance" in the definition of "acquisition" in N.J.A.C. 11:1-35.2. The
commenters stated that Department review of bulk reinsurance trans­
actions is generally required under separate statutory provisions. The
commenters suggested that this State adopt a separate statutory provision
or regulation to address concerns with respect to bulk reinsurance.

RESPONSE: The definition set forth in the rules is consistent with
the definition of "acquisition" set forth in the insurance holding company
system statute at N.J.S.A. 17:27A-lj. Accordingly, the Department be­
lieves that no change is required.

COMMENT: One commenter suggested that the last two sentences
set forth in N.J.A.C. 11:1-35.3(c), with respect to the signing of copies
of Exhibit C (summary of registration statement), should be codified
under NJ.A.C. 11:1-35.3(b).

RESPONSE: Upon review of the commenter's suggestion, the De­
partment has determined it appropriate to recodify N.J.A.C. 11:1-35.3(c).
The Department notes that in developing these rules, the Department
relied on the Insurance Holding Company System Model Regulation
adopted by the National Association of Insurance Commissioners
(NAIC). However, the codification of the model regulation is not
necessarily consistent with this State's codification rules. In the interest
of consistency, uniformity, and clarity with respect to the requirements.
in NJ.A.C. 11:1-35.3(c), the Department has recodified N.J.A.C.
11:1-35.3(c) upon adoption as paragraphs 1 and 2 in N.J.A.C.·
11:1-35.3(b).

COMMENT: One commenter expressed concern with N.J.A.C.
11:1-35.10, which requires an insurer to provide prior notice to the
Department of specified transactions. The commenter noted that prior
to its enactment, the insurance holding company systems statute was
amended to provide at N.J.S.A. 11:27A-4a(6) that the Commissioner may
by regulation specify certain types of transactions that need not be
submitted for prior review if he or she determines that those transactions
would not have a significant impact on the financial condition or methods
of operation of the insurer. The commenter noted that the rules do not
specify any such transactions which are exempt from prior review.
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The commenter stated that all management and service agreements
and cost sharing arrangements are not material. It believes that in its
case it would be unusual for any such arrangement to be material in
the aggregate, and less likely for any such arrangement to have a
potential adverse affect on policyholders. The commenter stated that in
many cases these arrangements involve routine services valued in the
thousands or tens of thousands of dollars per year. The commenter
believes that to require prior approval of each such arrangement would
impose undue administrative burdens both on insurers and the Depart­
ment. The commenter expressed similar concerns with respect to the
requirement that insurers notify the Department within 30 days of any
investments in 10 percent or more of the voting stock of any corporation.

The commenter therefore recommended the rules be revised to
provide: (1) a "three percent of admitted assets" threshold for prior
notice of management agreements, service agreements and cost sharing
arrangements; and (2) a "three percent of admitted assets" threshold
on the requirement that the Commissioner be notified within 30 days
of any investment of the domestic insurer in anyone corporation if the
total investment in that corporation by the holding company system
exceeds 10 percent of that corporation's voting securities. In other words,
the commenter suggested that the rules be revised to provide that an
insurer need not notify the Department of the above-referenced trans­
actions unless such transaction represents at least three percent of the
insurer's admitted assets. The commenter noted that the current rules
provide no threshold of materiality (that is, all such transactions must
be reported to the Department).

The commenter also suggested, with respect to the notice of require­
ment of investments in 10 percent or more of voting stock, that the rules
clarify that the statutory provision applies only to investments by an
insurer's general account and the proprietary accounts of entities in its
holding company system, and does not apply to investments made
through separate accounts (except to the extent of surplus in such
accounts). The commenter suggested that the rules may provide that
voting stock held by separate accounts is included to the extent such
accounts are established or used as a means to circumvent the notifica­
tion provision.

RESPONSE: The Department notes that the statute grants the Com­
missioner the ability to set a "materiality standard" for the reporting
of transactions to the Department. However, the Commissioner has not
yet exercised this authority. The Department notes that setting the
standard requires a careful review of all relevant information to de­
termine a reasonable and appropriate materiality threshold. This review
was not completed as of the date of the adoption and concurrent
proposal of these rules on August 16, 1993. In addition, the Department
notes that the changes as suggested by the commenter could not be made
upon adoption in any case since the establishment of a materiality
standard must be proposed in order to afford all interested parties notice
and an opportunity to comment. The Department will continue to review
this matter to determine whether an appropriate materiality standard
may be established. The Department also notes that, with respect to
management and service agreements and cost sharing arrangements,
insurers are required only to file a brief description of certain aspects
of the transactions (see Item 6 of Exhibit D). The Department thus
believes that the current rules should not impose an undue burden on
insurers.

Finally, with respect to the suggested revision regarding investments
from general or special accounts, the Department notes that this notice
requirement is established by statute, N.J.S.A. 17:27A-4a(5), and tracks
verbatim language in the NAIC model law, which has been adopted by
many states. The Department is not aware of any problems raised by
this provision. Moreover, the rules do not address applicability of the
notice requirement set forth in N.J.S.A. 17:27A-4a(5) based on the
accounts from which such investment is made. The comment thus ap­
[>ears to be outside the scope of the proposal. Further, the commenter
jid not set forth reasons for the proposed change or the issues or
:oncerns it is intended to address. This issue however may relate to the
:ommenter's concerns with respect to materiality as discussed above. To
:he extent this comment is related to materiality it may be considered
n the development of any materiality standard.

COMMENT: One commenter requested clarification with respect to
Il.J.A.C. 11:1-35.8. This rule provides that an authorized insurer filing
>n behalf of an affiliated insurer which is required to register pursuant
o N.J.S.A. 17:27A-3 may, in lieu of filing the registration statement in
he format of Exhibit B, file a copy of the registration or similar report
vhich is required to be filed in its state of domicile (provided the
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statement or report contains substantially similar information required
to be furnished in Exhibit B and the filing insurer is the "principal
insurer" in the insurance holding company system). The commenter
stated that it is domiciled in Pennsylvania and inquired whether
Pennsylvania's holding company requirements and forms "meet with New
Jersey's approvaL"

RESPONSE: The commenter is seeking prior approval as to whether
it may make consolidated or alternative filings with New Jersey, rather
than commenting on a particular provision or provisions of the rules.
The particular insurer involved should refer to N.J.A.C. 11:1-35.8(d),
which provides that prior approval is not required, except in the case
of filings by unauthorized insurers pursuant to NJAC. 11:1-35.8(c).

The Department also notes that it would consider the requirements
imposed by any state which has been "accredited" by the NAIC to have
requirements substantially similar to those of this State. In addition, the
Department would consider a state which is not accredited to have
substantially similar requirements if it has enacted the relevant statutory
and regulatory provisions as set forth in the most recent NAIC model
insurance holding company systems act and regulation adopted by the
NAIC, or has enacted provisions substantially similar thereto.

COMMENT: One commenter stated that as it interprets the rules,
it is required to file an Exhibit C only in states where the commissioner
has requested such information.

RESPONSE: Pursuant to N.J.S.A. 1l:1-35.7(b), an insurer which is
required to file an annual registration statement pursuant to NJ.S.A.
17:27A-3 is required to also file the information set forth on Exhibit
C, and to file a copy of Exhibit C in each state in which the insurer
is authorized to do business if requested by the Commissioner or other
regulatory official of that state. If the insurer is not required to file a
registration statement in this State, the insurer would be required to
file an Exhibit C in this State only when requested by the Commissioner.
The Department notes that these are the requirements pursuant to this
State's statutes and rules; the requirements of other states in which the
insurer is authorized to transact business may differ.

COMMENT: One commenter noted that pursuant to N.J.A.C.
11:1-35.7(c), an insurer is required to file an amendment to Exhibit B
within 15 days after the end of any month in which there is a material
change to the information required in the annual registration statement.
The commenter requested clarification with respect to what would be
considered a material change.

RESPONSE: The definition of "material" is presently set forth in
N.J.S.A. 17:27A-3c. Accordingly, changes in any of the information
required to be submitted pursuant to N.J.S.A. 17:27A-3b must be re­
ported, except that changes with respect to sales, purchases, exchanges,
loans or extensions of credit, investments, or guarantees or other cont­
ingent obligations involving one half of one percent or less of an insurer's
admitted assets as of December 31 next preceding are not material and
thus need not be reported.

COMMENT: One commenter expressed concern with NJ.A.C.
11:1-35.10, with respect to requirements for payments of ordinary
dividends. The commenter stated that the rule provides that an ordinary
dividend may not be paid until 30 days after the Commissioner has
received notice of its declaration. The commenter stated that because
of the procedures generally utilized by insurer subsidiaries to pay
dividends to their ultimate parent, "contingent" declaration of dividends,
as provided at N.J.S.A. 17:27A-4, is inappropriate. The commenter stated
that when a company declares a dividend, the Board must be certain
that the dividend can be paid. The commenter thus believes that the
only way to be certain dividends may be paid is to ensure that the
statutory notice period lapses before the company meets to declare a
dividend.

The commenter also noted that pursuant to N.J.S.A. 17:27A-4c(I), for
good cause shown, the Commissioner may reduce the notification period
to not less than 10 days. The commenter suggested that the Com­
missioner require only 15 days notice for submissions of ordinary
dividends by companies that have a history of sound financial condition.
Extraordinary dividends would continue to be submitted with at least
30 days prior notice. The commenter further suggested that insurers be
permitted to submit notice of proposed dividends prior to declaration.

The commenter additionally objected to the requirement in NJ.A.C.
11:1-35.10(b)5, which requires that the notice of a dividend include a
balance sheet and statement of income for the period from the last filed
annual statement to the end of the month preceding the month the
request is submitted. The commenter stated that this requirement is
unnecessary and inappropriate since companies are required to submit
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quarterly statements. In addition, the commenter believes that prepara­
tion of such a document would be a "practical impossibility" and noted
that quarterly statements are not due until 45 days after the end of the
quarter.

Finally, the commenter stated that the rule should specifically define
the standards the Department would utilize in determining whether an
insurer is in a hazardous financial condition for purposes of N.J.S.A.
17:27A-4c(I).

RESPONSE: Upon review of the commenter's concerns, the Depart­
ment has determined that no change is required. The Department
initially notes that the time frames for submission and review of requests
to make ordinary and extraordinary dividends are established by statute
at N.J.S.A. 17:27A-4, not N.J.A.C. 11:1-35.10. Accordingly, the comments
with respect to time frames for submission and review of requests for
dividends are outside the scope of the proposal. The Department notes,
however, that the 30 day review period is a maximum and that the
Department expects to complete its review of such requests as ex­
peditiously as possible. The Department also does not believe it would
be appropriate to provide for a 15 day review period for submissions
from any company that has a "history of sound financial condition". This
would be inconsistent with N.J.S.A. 17:27A-4c(I), which allows the Com­
missioner to reduce the notification period "for good cause shown,"
which ordinarily means on a case-by-case basis. Moreover, relying solely
on an insurer's financial history, while relevant, would not recognize
other factors, including the insurer's present financial condition, the
effect that payment of the dividend would have on the insurer's financial
condition, and the amount of the dividend, which the Department would
consider in determining whether to limit or disallow the dividend as
required pursuant to N.J.S.A. 17:27A-4c(I).

The Department similarly does not believe that preparation of the
balance sheet as required pursuant to NJ.A.C. 11:1-35.1O(b)5 should be
burdensome or impossible, as the commenter maintained. This require­
ment reflects the national standard as set forth in the Insurance Holding
Company System Model Regulation adopted by the NAlC, which has
been adopted by a majority of other states, including Delaware, Georgia,
Maryland, North Carolina and South Carolina, where the commenter
is authorized to transact business.

Finally, the Department will utilize the standards set forth in N.J.A.C.
11:2-27 in determining whether the insurer is in a hazardous financial
condition for purposes of N.J.S.A. 17:27A-4c(I).

COMMENT: Two commenters objected to the fees imposed for re­
view of extraordinary and ordinary dividends in the amounts of $1,000
and $500.00, respectively. One commenter stated that the fees are ex­
cessive and exceed that imposed by other states. The commenter believes
that the fees may be viewed as a penalty for the insurer seeking to pay
a dividend. Another commenter stated that the two criteria utilized by
the Commissioner in determining whether to disallow or limit the pay­
ments of dividends are part of the Department's ongoing responsibility
to maintain solvency. Because of the Department's ongoing review of
financial solvency, and especially because ordinary dividends are, by their
nature, part of an insurer's ordinary course of business, the commenter
suggested that the fees be deleted.

RESPONSE: Upon review of the commenters' concerns, the Depart­
ment has determined not to change this provision. The Department does
not believe that the fees are a "penalty" for insurers seeking to pay
dividends, but rather reflect additional costs to the Department to
perform the required reviews of all dividends, including ordinary
dividends, within a limited period of time as required by NJ.S.A.
17:27A-4.

Full text of the adopted new rules follows (additions indicated
in boldface with asterisks *thus*; deletions indicated in brackets with
asterisks *[thus]*):

11:1-32.4 Fees; general
(a) (No change.)
(b) The following fees shall be paid for services provided by the

Commissioner in addition to those set forth in (a) above as follows:
1.-11. (No change.)
12. Processing an application for the issuance of a Certificate of

Registration pursuant to N.J.A.C. 11:3-3-$1,000; processing an ap­
plication of renewal of a Certificate of Registration-$250.00;

13. Processing an application for issuance or renewal of a
Certificate of Order Granting Exemption from Insuring Liability for
Compensation pursuant to N.J.A.C. 11:2-33-$1,000; and

ADOPTIONS

14. Each submission or resubmission for review of payment of an
extraordinary dividend or distribution pursuant to N.J.S.A.
17:27A-4-$I,OOO; each submission or resubmission for review of
payment of an ordinary dividend or distribution pursuant to N.J.S.A.
17:27A-4-$500.00.

SUBCHAPTER 35. INSURANCE HOLDING COMPANY
SYSTEMS

11:1-35.1 Purpose and scope
(a) The purpose of this subchapter is to set forth filing and

procedural requirements governing the flIing of required information
with respect to the acquisition of control of, or merger with, a
domestic insurer, and registration and notification requirements for
insurers which are members of an insurance holding company
system, pursuant to NJ.S.A. 17:27A-l et seq.

(b) This subchapter shall apply to any person, insurer, subsidiary
or insurance holding company system subject to the requirements
set forth in N.J.S.A. 17:27A-l et seq.

11:1-35.2 Defmitions
The following words and terms, when used in this subchapter, shall

have the following meanings, unless the context clearly indicates
otherwise.

"Acquisition" means any agreement, arrangement or activity, the
consummation of which results in a person acquiring directly or
indirectly the control of another person, and includes, but is not
limited to, the acquisition of voting securities, and assets, and bulk
reinsurance and mergers.

"Affiliate" means a person that directly, or indirectly through one
or more intermediaries, controls, or is controlled by, or is under
common control with, the person specified.

"Alien insurer" means an insurer formed under the laws of any
country other than the United States, its states, districts, territories,
commonwealth and possessions.

"Authorized insurer" means a foreign or alien insurer, duly
authorized by a certificate of authority issued by the Commissioner
to transact insurance in this State pursuant to N.J.S.A. 17:32-1 et
seq. or 118:23-1 et seq.

"Commissioner" means the Commissioner of the New Jersey
Department of Insurance.

"Control" is as defmed at N.J.S.A. 17:27A-lc.
"Department" means the New Jersey Department of Insurance.
"Domestic insurer" means an insurer formed under the laws of

this State.
"Executive officer" means chief executive officer, chief operating

officer, chief financial officer, treasurer, secretary, controller, and
any other individual performing functions corresponding to those
performed by the foregoing officers under whatever title.

"Foreign insurer" means an insurer formed under the laws of a
jurisdiction of the United States other than this State, and shall
include an alien insurer except where clearly noted otherwise.

"Insurance holding company system" means two or more affiliated
persons, one or more of which is an insurer.

"Insurer" means any person or persons, corporation, partnership,
or company authorized by the laws of this State to transact the
business of insurance in this State, except that it shall not include
agencies, authorities or instrumentalities of the United States, its
possessions and territories, the Commonwealth of Puerto Rico, the
District of Columbia, or a state or a political subdivision of a state.

"Person" means an individual, a corporation, a partnership, an
association, a joint stock company, a trust, an unincorporated or­
ganization, any similar entity or any combination of the foregoing
acting in concert.

"Principal insurer" means the insurer with the largest amount of
direct written premium within the holding company system as shown
by the last filed annual statement.

"Subsidiary" of a specified person is an affiliate controlled by such
person directly, or indirectly through one or more intermediaries.

"Ultimate controlling person" means that person which is not
controlled by any other person.
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"Unauthorized insurer" means an insurer that is not an authorized
insurer.

"Voting security" includes any security convertible into or evidenc­
ing a right to acquire a voting security.

11:1-35.3 Forms; general requirements
(a) All statements required to be filed pursuant to N.J.S.A.

17:27A-2, 17:27A-3 and 17:27A-4 shall be submitted in accordance
with the forms set forth at Exhibits A, B, C, and D, in the Appendix
incorporated herein by reference, as applicable. The forms shall be
considered blank forms which are to be filled in. The statements
filed shall contain the numbers and captions of all items, but the
text of the items may be omitted provided the answers thereto are
prepared in such a manner as to indicate clearly the scope and
coverage of the items. All instructions, whether appearing under the
items of the form or elsewhere therein, are to be omitted. Unless
expressly provided otherwise, if any item is inapplicable or the
answer thereto is in the negative, an appropriate statement to that
effect shall be made.

(b) Seven complete copies of each Exhibit A statement, and one
copy of each Exhibit B, C and D, including exhibits and all other
papers and documents filed as a part thereof, shall be filed with
the Commissioner by personal delivery or mail addressed to:

Holding Company Submissions
Division of Financial Examinations
New Jersey Department of Insurance
20 West State Street
CN-325
Trenton, NJ 08625

*[(c)]**l.* A copy of Exhibit C shall be filed in each state in which
an insurer is authorized to do business, if the commissioner or other
regulatory official of that state has notified the insurer of its request
in writing, in which case the insurer shall file such forms within 30
days of receipt of the notice.

*2.* At least one of the copies shall be manually signed in the
manner prescribed on the form. Unsigned copies shall be conformed.
If the signature of any person is affixed pursuant to a power of
attorney or other similar authority, a copy of the power of attorney
or other authority shall also be filed with the statement.

*[(d)]**(c)* Statements and information required pursuant to Ex­
hibit A shaH be in loose-leaf form inserted into standard two-ring
or three-ring binders. The loose-leaf sheets used shall be eight and
one-half inches wide and 11 inches long and punched for two-ring
and three-ring binders as appropriate. In the case of information
required pursuant Exhibits A, B, C or D, exhibits and financial
statements, unless specifically prepared for the filing, may be sub­
mitted in their original size. All copies of any statement, financial
statements, or exhibits shall be clear, easily readable and suitable
for photocopying. Debits in credit categories and credits in debit
categories shall be designated so as to be clearly distinguishable as
such on photocopies. Statements shall be in the English language
and monetary values shall be stated in United States currency. If
any exhibit or other paper or document filed with the statement is
in a foreign language, it shall be accompanied by a translation into
the English language and any monetary value shown in a foreign
currency shall be converted into United States currency.

11:1-35.4 Forms; incorporation by reference, summaries and
omissions

(a) Information required pursuant to any item set forth in Exhibits
A, B or D may be incorporated by reference in an answer or partial
answer to any other item. Information contained in any financial
statement, annual report, proxy statement, statement filed with a
governmental authority, or any other document may be incorporated
by reference in the answer or partial answer to any item of Exhibits
A, B or D provided such document or paper is filed as an appendix
Jr exhibit to the appropriate Exhibit A, B or D. Matter shall not
,e incorporated by reference in any case where such incorporation
>Yould render the statement incomplete, unclear or confusing.

(b) Where an item requires a summary or outline of the provisions
)f any document, only a brief statement shall be made as to the
Jertinent provisions of the document. In addition to such statement,
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the summary or outline may incorporate by reference particular parts
of any exhibit or document currently on file with the Commissioner
which was filed within three years and may be qualified in its entirety
by such reference.

11:1-35.5 Forms, additional information and exhibits
(a) In addition to the information expressly required to be in­

cluded in Exhibits A, B, C and D, the person making the filing shall
include such further material information, if any, as may be necessary
to make the information contained therein not misleading, as well
as any additional information the Commissioner may specifically
request from a particular filer.

(b) The person making the filing may also file such exhibits as
it may desire in addition to those expressly required by the statement.
Such exhibits shall be so marked as to indicate clearly the subject
matters to which they refer. Changes to Exhibits A, B, C and D
shall include on the top of the cover page the phrase: "Change No.
(insert number) to" and shall indicate the date of the change rather
than the date of the original filing.

11:1-35.6 Acquisition of control; statement filing; procedures
(a) A person required to file a statement pursuant to N.J.S.A.

17:27A-2 shall furnish the required information set forth in
Exhibit A.

(b) The applicant shall advise the Commissioner within two busi­
ness days of any changes in the facts or information submitted
pursuant to (a) above arising subsequent to the date such informa­
tion was furnished.

(c) If the person being acquired is deemed to be a "domestic
insurer" solely because of the provisions of N.J.S.A. 17:27A-2a, the
name of the domestic insurer on the cover page shall be indicated
as follows:

1. "ABC Insurance Company, a subsidiary of XYZ Holding Com­
pany."

(d) Where a domestic insurer, as defined in N.J.S.A. 17:27A-2a,
is being acquired, references to "the insurer" contained in Exhibit
A shall refer to both the domestic subsidiary insurer and the person
being acquired.

(e) The time frames for the scheduling of the public hearing on
the proposed acquisition as set forth in N.J.S.A. 17:27A-2d(2) shall
not commence until all of the information required to be contained
in an acquisition statement as set forth in N.J.S.A. 17:27A-2 and
this subchapter has been received by the Commissioner.

(f) Upon the scheduling of the hearing, the acquiring party shall
cause notice of the hearing to be published in not less than two
newspapers of general circulation in this State. Such notice shall
include, but not be limited to, the name of the acquiring party, the
name of the insurer proposed to be acquired, and the time and place
for the hearing. Such notice shall be published not later than seven
days, nor earlier than 14 days, prior to the scheduled date of the
hearing.

(g) A verbatim transcript of a hearing held pursuant to N.J.S.A.
17:27A-2d shall be made, and the costs thereof shall be borne by
the acquiring party.

(h) Until the day of the hearing, any information received
pursuant to N.J.S.A. 17:27A-2b or this subchapter as part of an
acquisition of control statement filing shan be confidential and shall
not be subject to public inspection or copying pursuant to the "Right
to Know" law, N.J.S.A. 47:1A-1 et seq.

11:1-35.7 Annual registration of insurers
(a) An insurer required to file an annual registration statement

pursuant to N.J.S.A. 17:27A-3 shan furnish the information set forth
in Exhibit B within the time frames set forth in N.J.S.A. 17:27A-3a.

(b) An insurer required to file an annual registration statement
pursuant to N.J.S.A. 17:27A-3 also shan furnish information set forth
on Exhibit C. The insurer shall file a copy of Exhibit C in each
state in which the insurer is authorized to do business, if requested
by the Commissioner or other regulatory official of that state.

(c) The insurer shall file an amendment to Exhibit B within 15
days after the end of any month in which there is a material change
to the information provided in the annual registration statement.
Amendments shall be filed in the format of Exhibit B. Only items
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which are being amended shall be reported. Each such amen~ment

shall include at the top of the cover page "Amendment No. (msert
number) to Form B for (insert year)" and shall indicate the date
of the change rather than the date of the original filing.

11:1-35.8 Alternative and consolidated registrations
(a) Any authorized insurer may file a regist~ation statem.ent on

behalf of any affiliated insurer or insurers which are reqUired to
register pursuant to N.J.S.A. 17:27A-3. The registration statement
may include information not required by N.J.S.A. 17:27A-1 et seq.
regarding any insurer in the insurance hol~ing c~mp~ny system e~en

if such insurer is not authorized to do busmess m this State. In heu
of filing a registration statement in the format. of ~xhibit ~, ~he

authorized insurer may file a copy of the registration or Similar
report which it is required to file in its state of domicile, provided
that:

1. The statement or report contains substantially similar informa­
tion required to be furnished on Exhibit B; and

2. The filing insurer is the principal insurer in the insurance
holding company system. . .

(b) An insurer filing a registration statement or report m heu of
Exhibit B on behalf of an affiliated insurer shall provide a brief
statement of facts to substantiate the filing insurer's claims that it,
in fact, is the principal insurer in the insurance holding company
system. . . .

(c) With the prior approval of the CommISSI?ner, an unauthonzed
insurer may follow any of the procedures which could be done by
an authorized insurer under paragraph (a) above.

(d) Except as provided at (c) above, any insurer may make con­
solidated or alternate filings as set forth in this section without the
prior approval of the Commissioner. The Commissioner, however,
may require individual filings at any t~me if he or she. ~eem~ such
filings necessary in the interest of clanty, ease of admmlstratlon or
the public good.

11:1-35.9 Disclaimers and termination of registration
(a) A disclaimer of affiliation or a request for. termination of

registration claiming that a person does not, or Will not up?n the
taking of some proposed action, control another per~on .(herema!ter
referred to as the "subject") shall contain the followmg mformatlon:

1. The number of authorized, issued and outstanding voting
securities of the subject;

2. With respect to the person whose control is denied and all
affiliates of such person, the number and percentage of shares of
the subject's voting securities which are held of record or kno~n

to be beneficially owned, and the number of such shares concernmg
which there is a right to acquire, directly or indirectly;

3. All material relationships and bases for affiliation between the
subject and the person whose control is denied and all affiliates of
such person; and

4. A statement explaining why such person should not be con­
sidered to control the subject.

(b) A request for termination of registration shall be deemed to
have been granted unless the Commissioner, within ~O days after
receipt of the request, notifies the registrant otherwise.

11:1-35.10 Transactions subject to prior notice .
(a) An insurer required to give notice of a proposed transact~on

pursuant to N.J.S.A. 17:27A-4 shall furnish the required information
as set forth in Exhibit D within the applicable time frames set forth
in N.J.S.A. 17:27A-4.

(b) Notification of extraordinary dividends ~nd any other ordin?ry
dividend distribution to shareholders shall mclude the followmg
information:

1. The amount of the proposed dividend;
2. The date established for payment of the dividend;
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3. A statement as to whether the dividend is to be in cash or
other property. If the dividend is in property, a description thereof
shall be provided, as well as a description of its cost, fair market
value, and an explanation of the basis for valuation;

4. A copy of the work paper calculations determining whether the
proposed dividend is an extraordinary dividend as defined in N.J.S.A.
17:27A-4c(2)(b). The work paper shall include the following informa­
tion:

i. The amounts, dates and form of payment of all dividends or
distributions (including regular dividends but excluding distributions
of the insurer's own securities) paid within the period of 12 con­
secutive months ending on the date fixed for payment of the
proposed dividend for which approval is sought and commencing
on the day after the same day of the same month in the last
preceding year; . .

ii. The insurer's surplus as regards policyholders (total capital and
surplus) as of the 31st of December next prec~ding; .

iii. If the insurer is a life insurer, the net gam from operatIOns
less realized capital gains for the 12-month period ending the 31st
day of December next preceding; and. .

iv. If the insurer is not a life insurer, the net mcome less realIZed
capital gains for the 12-month period ending the 31st day of De­
cember next preceding;

5. A balance sheet and statement of income for the period in­
tervening from the last annual statement filed with the Commissioner
and the end of the month preceding the month in which the request
for dividend approval is submitted; . .

6. A brief statement as to the effect of the proposed diVidend
upon the insurer's surplus and the reasonableness of surplus in
relation to the insurer's outstanding liabilities and the adequacy of
surplus relative to the insurer's financial needs; and

7. The non-refundable filing fee as set forth at N.J.A.C.
11:1-32.4(b)14.

11:1-35.11 Adequacy of surplus
In determining the adequacy and reasonableness of an insure~'s

surplus the Commissioner shall consider the factors set forth m
N.J.S.A. 17:27A-4b, among others, and need not consider any single
factor as necessarily controlling. The Commissioner may consider
the net effect of all of these factors plus other factors bearing on
the financial condition of the insurer. In comparing the surplus
maintained by other insurers, the Commissioner shall consider the
extent to which each of these factors varies from company to com­
pany and in determining the quality and liqui~ity of inves~m~~ts in
subsidiaries, the Commissioner shall conSider the mdlvldual
subsidiary and may discount or disallow its valuation to the extent
that, in his or her judgment, the individual investment so warrants.

11:1-35.12 Penalties
Failure to comply with the provisions of this subchapter may result

in the imposition of penalties as authorized by law.
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APPENDIX

EXHIBIT A

Form A
STATEMENT REGARDING THE

ACQUISITION OF CONTROL OF OR
MERGER WITH A DOMESTIC INSURER

Name of Domestic Insurer

BY

Name of Acquiring Person (Applicant)

filed with the Insurance Department of the State of

NEW JERSEY

Dated: , 19__

Name, title, address and telephone number of Individual to Whom
Notices and Correspondence Concerning this Statement Should be Ad­
dressed:

ITEM 1. INSURER AND METHOD OF ACQUISITION
State the name and address of the domestic insurer to which this

application relates and a brief description of how control is to be
acquired.

ITEM 2. IDENTITY AND BACKGROUND OF THE APPLICANT
(a) State the name and address of the applicant seeking to acquire

control over the insurer.
(b) If the applicant is not an individual, state the nature of its business

operations for the past five years or for such lesser period as such person
and any predecessors thereof shall have been in existence. Briefly
describe the business intended to be done by the applicant and the
applicant's subsidiaries.

(c) Furnish a chart or listing clearly presenting the identities of the
inter-relationships among the applicant and all affiliates of the applicant,
regardless of the amount of the affiliate's total assets. Indicate in such
chart or listing the percentage of voting securities of each such person
which is owned or controlled by the applicant or by any other such
person. If control of any person is maintained other than by the
ownership or control of voting securities, indicate the basis of such
control. As to each person specified in such chart or listing indicate the
type of organization (for example, corporation, trust, partnership) and
the state or other jurisdiction of domicile. If court proceedings involving
a reorganization or liquidation are pending with respect to any such
person, indicate which person, and set forth the title of the court, nature
of proceedings and the date when commenced.

ITEM 3. IDENTITY AND BACKGROUND OF INDIVIDUALS
ASSOCIATED WITH THE APPLICANT

State the following with respect to (1) the applicant if (s)he is an
individual or (2) all persons who are directors, executive officers or
owners of 10 percent or more of the voting securities of the applicant
is not an individual.

(a) Name and business address;
(b) Present principal business activity, occupation or employment in­

cluding position and office held and the name, principal business and
address of any corporation or other organization in which such employ­
ment is carried on;
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(c) Material occupation, positions, offices or employment during the
last five years, giving the starting and ending dates of each and the name,
principal business and address of any business, corporation or other
organization in which each such occupation, position, office or employ­
ment was carried on; if any such occupation, position, office or employ­
ment required licensing by or registration with any federal, state or
municipal governmental agency, indicate such fact, the current status of
such licensing or registration, and an explanation of any surrender,
revocation, suspension or disciplinary proceedings in connection there­
with.

(d) Whether or not such person has ever been convicted in a criminal
proceeding (excluding minor traffic violations) during the last ten years
and, if so, give the date, nature of conviction, name and location of court,
and penalty or other disposition of the case.

ITEM 4. NATURE, SOURCE AND AMOUNT OF
CONSIDERATION

(a) Describe the nature, source and amount of funds or other con­
sideration used or to be used in effecting the merger or other acquisition
of control. If any part of the same is represented or is to be represented
by funds or other consideration borrowed or otherwise obtained for the
purpose of acquiring, holding or trading securities, furnish a description
of the transaction, the names of the parties thereto, the relationship,
if any, between the borrower and the lender, the amounts borrowed or
to be borrowed, and copies of all agreements, promissory notes and
security arrangements relating thereto.

(b) Explain the criteria used in determining the nature and amount
of such consideration.

(c) If the source of the consideration is a loan made in the lender's
ordinary course of business and if the applicant wishes the identity of
the lender to remain confidential, he must specifically request that the
identity be kept confidential.

ITEM 5. FUTURE PLANS OF INSURER
Describe any plans or proposals which the applicant may have to

declare an extraordinary dividend, to liquidate such insurer, to sell its
assets to or merge it with any person or persons or to make any other
material change in its business operations or corporate structure or
management.

ITEM 6. VOTING SECURITIES TO BE ACQUIRED
State the number of shares of the insurer's voting securities which

the applicant, its affiliates and any person listed in Item 3 plan to acquire,
and the terms of the offer, request, invitation, agreement or acquisition,
and a statement as to the method by which the fairness of the proposal
was determined. A copy of the final executed purchase agreement shall
also be attached to this statement, unless the insurer being acquired is
in rehabilitation. In such a case, a copy of the draft purchase agreement
shall nevertheless be attached, which shall reflect the general terms for
the purchase as agreed to by the parties as of the date of the filing.

ITEM 7. OWNERSHIP OF VOTING SECURITIES
State the amount of each class of any voting security of the insurer

which is beneficially owned or concerning which there is a right to acquire
beneficial ownership by the applicant, its affiliates or any person listed
in Item 3.

ITEM 8. CONTRACTS, ARRANGEMENTS OR
UNDERSTANDINGS WITH RESPECT TO VOTING
SECURITIES OF THE INSURER

Give a full description of any contracts, arrangements or understand­
ings with respect to any voting security of the insurer in which the
applicant, its affiliates or any person listed in Item 3 is involved, including
but not limited to transfer of any of the securities, joint ventures, loan
or option arrangements, puts or calls, guarantees of loans, guarantees
against loss or guarantees of profits, or the giving or withholding of
proxies. Such description shall identify the persons with whom such
contracts, arrangements or understandings have been entered into.

ITEM 9. RECENT PURCHASES OF VOTING SECURITIES
Describe any purchase of any voting securities of the insurer by the

applicant, its affiliates or any person listed in, Item 3 during the 12
calendar months preceding the filing of this Statement. Include in such
description the dates of purchase, the names of the purchasers, and the
consideration paid or agreed to be paid therefor. State whether any such
shares so purchased are hypothecated.
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Name of Applicant

The undersigned deposes and says that (s)he has duly executed the

Name of Registrant

(SEAL)

(Title)

_______-->, 19-. for and on

_____ day of ,

(Name)

(Title)

CERTIFICATION

BY

(Signature of Officer)

attached application dated

_______ on the

Attest:

behalf of ; that (s)he is the of
(Name of Applicant) (Title of Officer)

such company and that (s)he is authorized to execute and file such
instrument. Deponent further says that (s)he is familiar with such instru­
ment and the contents thereof, and that the facts set forth are true to
the best of hislher knowledge, information and belief.

(Signature)

(Type or print name beneath)

EXHIBIT B

FORM B

INSURANCE HOLDING COMPANY SYSTEM ANNUAL
REGISTRATION STATEMENT

Filed with the Insurance Department of the State of

NEW JERSEY

By

ITEM 13. SIGNATURE AND CERTIFICATION

Signature and certification required as follows:

SIGNATURE

Pursuant to the requirements of N.J.S.A. 17:27A-2

__________ has caused this application to be duly signed

on its behalf in the City of and State of

19__

ITEM 10. RECENT RECOMMENDATIONS TO PURCHASE
Describe any recommendations to purchase any voting security of the

insurer made by the applicant, its affiliates or any person listed in Item
3, or by anyone based upon interviews or at the suggestion of the
applicant, its affiliates or any person listed in Item 3 during the 12
calendar months preceding the filing of this statement.

ITEM 11. AGREEMENTS WITH BROKER-DEALERS
Describe the terms of any agreement, contract or understanding made

with any broker-dealer as to solicitation of voting securities of the insurer
for tender and the amount of any fees, commissions or other compensa­
tion to be paid to broker-dealers with regard thereto.

ITEM 12. FINANCIAL STATEMENTS AND EXHIBITS
(a) Financial statements and exhibits shall be attached to this state­

ment as an appendix, but list under this item the financial statements
and exhibits so attached.

(b) The financial statements shall include the annual financial state­
ments of the persons identified in Item 2(c) (including trusts,
partnerships or corporations) for the preceding five fiscal years (or for
such lesser period as such applicant and its affiliates and any predecessors
thereof shall have been in existence), and similar information covering
the period from the end of such person's last fiscal year, if such informa­
tion is available. Such statements may be prepared on either an individual
basis, or, unless the Commissioner otherwise requires, on a consolidated
basis if such consolidated statements are prepared in the usual course
of business.

The annual financial statements of the applicant shall be accompanied
by the certificate of an independent public accountant to the effect that
such statements present fairly the financial position of the applicant and
the results of its operations for the year then ended, in conformity with
generally accepted accounting principles or with requirements of in­
surance or other accounting principles prescribed or permitted under
law. In the case of annual statements for individuals, in lieu of an annual
statement certified by an independent certified public accountant, the
Commissioner may accept annual statements for individuals that conform
with the Institute of Certified Public Accountants Guidelines for Finan­
cial Compilation, or such similar guidelines acceptable to the Com­
missioner. If the applicant is an insurer which is actively engaged in the
business of insurance, the financial statements need not be certified,
provided they are based on the Annual Statement of such person filed
with the insurance department of the person's domiciliary state and are
in accordance with the requirements of insurance or other accounting
principles prescribed or permitted under the law and regulations of such
state.

(c) File as exhibits copies of all tender offers for, requests or invita­
tions for, tenders of, exchange offers for, and agreements to acquire or
exchange any voting securities of the insurer and (if distributed) of
additional soliciting material relating thereto, any proposed employment,
consultation, advisory or management contracts concerning the insurer,
annual reports to the stockholders of the insurer and the applicant for
the last two fiscal years, and any additional documents or papers required
by Form A or NJ.A.C. 11:1-35.3.

On Behalf of Following Insurance Companies

Name Address

Date: _ ,19__

Name, Title, Address and Telephone Number of Individual to Whom
Notices and Correspondence Concerning this Statement Should be Ad­
dressed:
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ITEM 1. IDENTITY AND CONTROL OF REGISTRANT
Furnish the exact name of each insurer registering or being registered

(hereinafter called "the Registrant"), the home office address and prin­
cipal executive offices of each; the date on which each Registrant became
part of the insurance company system; and the method(s) by which
control of each Registrant was acquired and is maintained.

ITEM 2. ORGANIZATIONAL CHART
Furnish a chart or listing clearly presenting the identities of and

interrelationships among all afflliated persons within the insurance hold­
ing company system, regardless of the amount of the affiliate's total
assets. The chart or listing should show the percentage of each class
of voting securities of each affiliate which is owned, directly or indirectly,
by another affiliate. If control of any person within the system is main­
tained other than by the ownership or control of voting securities,
indicate the basis of such control. As to each person specified in such
chart or listing indicate the type of organization (for example, corpor­
ation, trust, partnership) and the state or other jurisdiction of domicile.

ITEM 3. TIlE ULTIMATE CONTROLLING PERSON
As to the ultimate controlling person in the insurance holding company

system, furnish the following information:
(a) Name.
(b) Home office address.
(c) Principal executive office address.
(d) The organizational structure of the person, that is, corporation,

partnership, individual, trust, etc.
(e) The principal business of the person.
(f) The name and address of any person who holds or owns 10 percent

or more of any class of voting security, the class of such security, the
number of shares held of record or known to be beneficially owned,
and the percentage of class so held or owned.

(g) If court proceedings involving a reorganization or liquidation are
pending, indicate the title and location of the court, the nature of
proceedings and the date when commenced.

ITEM 4. BIOGRAPHICAL INFORMATION
Furnish the following information for the directors and executive

officers of the ultimate controlling person: the individual's name and
address, his or her principal occupation and all offices and positions held
during the past five years, and any conviction of crimes other than minor
traffic violations during the past ten years.

ITEM 5. TRANSACTIONS AND AGREEMENTS
Briefly describe the following agreements in force, and transactions

currently outstanding or which have occurred during the last calendar
year between the Registrant and its affiliates:

(1) Loans, other investments, or purchases, sales or exchanges of
securities of the affiliates by the Registrant or of the Registrant by its
affiliates;

(2) Purchases, sales or exchanges of assets;
(3) Transactions not in the ordinary course of business;
(4) Guarantees or undertakings for the benefit of an affiliate which

result in an actual contingent exposure of the Registrant's assets to
liability, other than insurance contracts entered into in the ordinary
course of the Registrant's business;

(5) All management agreements, selVice contracts and all cost-sharing
arrangements;

(6) Reinsurance agreements;
(7) Dividends and other distributions to shareholders, including the

declarations and authorizations thereof;
(8) Consolidated tax allocation agreements; and
(9) Any pledge of the Registrant's stock and/or of the stock of any

subsidiary or controlling affIliate, for a loan made to any member of
the insurance holding company system.

No information need be disclosed if such information is not material.
Sales, purchases, exchanges, loans or extensions of credit, investments,

guarantees or other contingent obligations involving 0.5 percent or less
of the Registrant's admitted assets as of the 31st day of December next
preceding shall not be deemed material.

The description shall be in a manner as to permit the proper evaluation
thereof by the Commissioner, and shall include at least the following:
the nature and purpose of the transaction, the nature and amounts of
any payments or transfers of assets between the parties, the identity of
all parties to such transaction, and relationship of the affiliated parties
to the Registrant.
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ITEM 6. LITIGATION OR ADMINISTRATIVE PROCEEDINGS
A brief description of any litigation or administrative proceedings of

the following types either then pending or concluded within the preced­
ing fiscal year, to which the ultimate controlling person or any of its
directors or executive officers was a party or of which the property of
any such person is or was the subject; give the names of the parties
and the court or agency in which such litigation or proceedings is or
was pending:

(a) Criminal prosecutions or administrative proceedings by any gov­
ernment agency or authority which may be relevant to the trustworthiness
of any party thereto; and

(b) Proceedings which may have a material effect upon the solvency
or capital structure of the ultimate controlling person including, but not
necessarily limited to, bankruptcy, receivership or other corporate re­
organizations.

ITEM 7. STATEMENT REGARDING PLAN OR SERIES OF
TRANSACTIONS

The insurer shall furnish a statement that transactions entered into
since the filing of the prior year's annual registration statement are not
part of a plan or series of like transactions, the purpose of which is
to avoid statutory threshold amounts and the review that might otherwise
occur.

ITEM 8. FINANCIAL STATEMENTS AND EXHIBITS
(a) Financial statements and exhibits should be attached to this state­

ment as an appendix, but list under this item the financial statements
and exhibits so attached.

(b) The financial statements shall include the annual financial state­
ments of the ultimate controlling person in the insurance holding com­
pany system as of the end of the person's latest fiscal year.

If at the time of the initial registration, the annual financial statements
for the latest fiscal year are not available, annual statements for the
previous fiscal year may be filed and similar financial information shall
be filed for any subsequent period to the extent such information is
available. Such financial statements may be prepared on either an in­
dividual basis, or unless the Commissioner otherwise requires, on a
consolidated basis if such consolidated statements are prepared in the
usual course of business.

Unless the Commissioner otherwise permits, the annual financial state­
ments shall be accompanied by the certificate of an independent public
accountant to the effect that such statements present fairly the financial
position of the ultimate controlling person and the results of its opera­
tions for the year ended, in conformity with generally accepted account­
ing principles or with requirements of insurance or other accounting
principles prescribed or permitted under law. If the ultimate controlling
person is an insurer which is actively engaged in the business of in­
surance, the annual financial statements need not be certified, provided
they are based on the Annual Statement of such insurer filed with the
insurance department of the insurer's domiciliary State and are in ac­
cordance with requirements of insurance or other accounting principles
prescribed or permitted under the law and regulations of such state.

(c) Exhibits shall include copies of the latest annual reports to
shareholders of the ultimate controlling person and proxy material used
by the ultimate controlling person, and any additional documents or
papers required by Form B or N.J.A.C. 11:1-35.3.

ITEM 9. FORM C REQUIRED
A Form C, Summary of Registration Statement, must be prepared

and filed with this Form B.

NEW JERSEY REGISTER, MONDAY, NOVEMBER 15, 1993 (CITE 2S N..J.R. 5177)

You're viewing an archived copy from the New Jersey State Library.



INSURANCE

ITEM 10. SIGNATURE AND CERTIFICATION

Signature and certification required as follows:

SIGNATURE

Pursuant to the requirements of N.J.S.A. 17:27A-3, the Registrant has

caused this annual registration statement to be duly signed on its behalf

in the City of and State of on the

____ day of , 19__.

(SEAL)
Name of Registrant

BY

ADOPTIONS

EXHIBIT C

FORM C

SUMMARY OF REGISTRATION STATEMENT

Filed with the Insurance Department of the State of NEW JERSEY

By

Name of Registrant

On Behalf of Following Insurance Companies

Name Address

(Name)

Attest:

(Signature of Officer)

(Tide)

The undersigned deposes and says that (s)he has duly executed the

(Tide)

CERTIFICATION

attached annual registration statement dated --> 19

Date: , 19__

Name, Title, Address and Telephone Number of Individual to Whom
Notices and Correspondence Concerning This Statement Should be
Addressed:

-. for and on behalf of ; that (s)he is the
(Name of Company)

_______ of such company and that (s)he is authorized to
(Title of Officer)

execute and me such instrument. Deponent further says that (s)he is
familiar with such instrument and the contents thereof, and that the facts
therein set forth are true to the best of hislher knowledge, information
and belief.

(Signature)

(Type or print name beneath)

Furnish a brief description of all items in the current annual registra­
tion statement which represent changes from the prior year's annual
registration statement. The description shall be in a manner as to permit
the proper evaluation thereof by the Commissioner, and shall include
specific reference to Item numbers in the annual registration statement
and to the terms contained therein.

Changes occurring under Item 2 of Form B insofar as changes in the
percentage of each class of voting securities held by each affJIiate is
concerned, need only be included where such changes are ones which
result in ownership of holdings of 10 percent or more of voting securities,
loss or transfer of control, or acquisition or loss of partnership interest.

Changes occurring under Item 4 of Form B need only be included
where: an individual is, for the first time, made a director or executive
officer of the ultimate controlling person; a director or executive officer
terminates his or her responsibilities with the ultimate controlling person;
or in the event an individual is named president of the ultimate control­
ling person.

If a transaction disclosed on the prior year's annual registration state­
ment has been changed, the nature of such change shall be included.
If a transaction disclosed on the prior year's annual registration statement
has been effectuated, furnish the mode of completion and any flow of
funds between affiliates resulting from the transaction.

The insurer shall furnish a statement that transactions entered into
since the filing of the prior year's annual registration statement are not
part of a plan or series of like transactions whose purpose it is to avoid
statutory threshold amounts and the review that might otherwise occur.
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SIGNATURE AND CERTIFICATION

Signature and certification required as follows:

SIGNATURE

Pursuant to the requirements of N.J.S.A. 17:27A-3, the Registrant has

caused this summary of registration statement to be duly signed on its

behalf in the City of and State of _

on the day of , 19__.

(SEAL)
Name of Registrant

BY

INSURANCE

EXHIBIT D

FORM D

PRIOR NOTICE OF A TRANSACTION

Filed with the Insurance Department of the State of NEW JERSEY

By

Name of Registrant

On Behalf of Following Insurance Companies

Name Address

(Name)

Attest:

(Signature of Officer)

(Title)

Name, Title, Address and Telephone Number of Individual to Whom
Notices and Correspondence Concerning This Statement Should be
Addressed:

(Title)

CERTIFICATION

The undersigned deposes and says that (s)he has duly executed the

attached summary of registration statement dated -->, 19

-> for and on behalf of that (s)he is the
(Name of Company)

_______ of such company and that (s)he is authorized to
(Title of Officer)

Date: _ ,19__

execute and me such instrument. Deponent further says that (s)he is
familiar with such instrument and the contents thereof, and that the facts
therein set forth are true to the best of his/her knowledge, information
and belief.

(Signature)

(Type or print name beneath)

ITEM 1. IDENTITY OF PARTIES TO TRANSACTION
Furnish the following information for each of the parties to the

transaction:
(a) Name.
(b) Home office address.
(c) Principal executive office address.
(d) The organizational structure, that is, corporation, partnership,

individual, trust, etc.
(e) A description of the nature of the parties' business operations.
(f) Relationship, if any, of other parties to the transaction to the

insurer filing the notice, including any ownership or debtor/creditor
interest by any other parties to the transaction in the insurer seeking
approval, or by the insurer filing the notice in the affiliated parties.

(g) Where the transaction is with a non-affiliate, the name(s) of the
affiliate(s) which will receive, in whole or in substantial part, the proceeds
of the transaction.

ITEM 2. DESCRIPTION OF THE TRANSACTION
Furnish the following information for each transaction for which notice

is being given:
(a) A statement as to whether notice is being given pursuant to

N.J.S.A. 17:27A-4a(2)(a), a(2)(b), a(2)(c), a(2)(d) or a(2)(e).
(b) A statement of the nature of the transaction.
(c) The proposed effective date of the transaction.

ITEM 3. SALES, PURCHASES, EXCHANGES, LOANS,
EXTENSIONS OF CREDIT, GUARANTEES OR OTHER
CONTINGENT OBLIGATIONS, INVESTMENTS OR
LOANS COLLATERALIZED BY THE STOCK OF A
SUBSIDIARY OR AFFILIATE

Furnish a brief description of the amount and source of funds,
securities, property or other consideration for the sale, purchase, ex­
change, loan, extension of credit, guarantee or other contingent obliga­
tion, investment, or loan collateralized by the stock of a subsidiary or
affiliate; whether any provision exists for purchase by the insurer filing
notice, by any party to the transaction, or by any affiliate of the insurer
filing notice; a description of the terms of any securities being received,
if any; and a description of any other agreements relating to the trans­
action such as contracts or agreements for services, consulting agree-
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Name of Applicant

The undersigned deposes and says that (s)he has duly executed the

(SEAL)

attached notice dated -., 19__, for and on behalf

(Title)(Name)

(Title)

CERTIFICATION

BY

(Signature of Officer)

Attest:

(d) A brief description of the accounting basis to be used in calculating
each party's costs under the agreement.

ITEM 7. SIGNATURE AND CERTIFICATION

Signature and certification required as follows:

SIGNATURE

(a)
DIVISION OF FINANCIAL EXAMINATIONS
Examination of Insurers
Adopted Concurrent New Rules: N.J.A.C. 11 :1·36
Proposed: September 7,1993 at 25 N.J.R. 4284(a).
Adopted: October 15, 1993 by Samuel F. Fortunato,

Commissioner, Department of Insurance.
Filed: October 15, 1993 as R.1993 d.555, without change.
Authority: N.J.S.A.17:1-8.1, 17:1C-6(e) and P.L. 1993, c.236.
Effective Date: October 15, 1993.
Expiration Date: January 31,1996.

These new rules were adopted on an emergency basis and concurrently
proposed on September 7, 1993 pursuant to N.J.S.A. 52:14B-4(c). The
present adoption of the concurrent proposed rules is effective upon
acceptance for filing at the Office of Administrative Law (see N.J.A.C.
1:30-4.4(d».

Summary of Public Comments and Agency Responses:
The Department of Insurance (Department) received three written

comments from an insurer, an insurance trade association and a law firm
representing insurers as follows:

1. Prudential Insurance Company of America;
2. The Reinsurance Association of America; and
3. Hannoch Weisemann.

company and that (s)he is authorized to execute and file such instrument.
Deponent further says that (s)he is familiar with such instrument and
the contents thereof, and that the facts therein set forth are true to the
best of hislher knowledge, information and belief.

(Signature)

(Type or print name beneath)

of ; that (s)he is the of such
(Name of Company) (Title of Officer)

Pursuant to the requirements of N.J.S.A. 17:27A-4,

________ has caused this notice to be duly signed on its behalf

in the City of and State of on the

_____ day of " 19__.

ments and the like. If the transaction involves other than cash, furnish
a description of the consideration, its cost and its fair market value,
together with an explanation of the basis for evaluation.

If the transaction involves a loan, extension of credit or a guarantee,
furnish a description of the maximum amount which the insurer will be
obligated to make available under such loan, extension of credit or
guarantee, the date on which the credit or guarantee will terminate, and
any provisions for the accrual of or deferral of interest.

If the transaction involves an investment, guarantee or other arrange­
ment, state the time period during which the investment, guarantee or
other arrangement will remain in effect, together with any provisions
for extensions or renewals of such investments, guarantees or arrange­
ments. Furnish a brief statement as to the effect of the transaction upon
the insurer's surplus.

No notice need be given if the maximum amount which can at any
time be outstanding or for which the insurer can be legally obligated
under the loan, extension of credit or guarantee is less than (a) in the
case of non-life insurers, the lesser of 3 percent of the insurer's admitted
assets or 25 percent of surplus as regards policyholders or, (b) in the
case of life insurers, 3 percent of the insurer's admitted assets, each as
of the 31st day of December next preceding.

ITEM 4. LOANS OR EXTENSIONS OF CREDIT TO A NON­
AFFILIATE

If the transaction involves a loan or extension of credit to any person
who is not an affiliate, furnish a brief description of the agreement or
understanding whereby the proceeds of the proposed transaction, in
whole or in substantial part, are to be used to make loans or extensions
of credit to, to purchase the assets of, or to make investments in, any
affiliate of the insurer making such loans or extensions of credit, and
specify in what manner the proceeds are to be used to loan to, extend
credit to, purchase assets of, or make investments in, any affiliate.
Describe the amount and source of duns, securities, property or other
consideration for the loan or extension of credit and, if the transaction
is one involving consideration other than cash, a description of its cost
and its fair market value together with an explanation of the basis for
evaluation. Furnish a brief statement as to the effect of the transaction
upon the insurer's surplus.

No notice need be given if the loan or extension of credit is one which
equals less than, in the case of non-life insurers, the lesser of 3 percent
of the insurer's admitted assets or 25 percent of surplus as regards
policyholders or, with respect to life insurers, 3 percent of the insurer's
admitted assets, each as of the 31st day of December next preceding.

ITEM 5. REINSURANCE
If the transaction is a reinsurance agreement or modification thereto,

as described in N.J.S.A. 17:27A-4a(2)(c), furnish a description of the
known and/or estimated amount of liability to be ceded and/or assumed
in each calendar year, the period of time during which the agreement
will be in effect, and a statement whether an agreement or understanding
exists between the insurer and non-affiliate to the effect that any portion
of the assets constituting the consideration for the agreement will be
transferred to one or more of the insurer's affiliates. Furnish a brief
description of the consideration involved in the transaction, and a brief
statement as to the effect of the transaction upon the insurer's surplus.

No notice need be given for reinsurance agreements or modifications
thereto if the reinsurance premium or a change in the insurer's liabilities
in connection with the reinsurance agreement or modification thereto
is less than 5 percent of the insurer's surplus as regards policyholders,
as of the 31st day of December next preceding.

ITEM 6. MANAGEMENT AGREEMENTS, SERVICE
AGREEMENTS AND COST-SHARING
ARRANGEMENTS

For management and service agreements, furnish:
(a) A brief description of the managerial responsibilities, or services

to be performed.
(b) A brief description of the agreement, including a statement of its

duration, together with brief descriptions of the basis for compensation
and the terms under which payment or compensation is to be made.

For cost-sharing arrangements, furnish:
(a) A brief description of the purpose of the agreement.
(b) A description of the period of time during which the agreement

is to be in effect.
(c) A brief description of each party's expenses or costs covered by

the agreement.
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COMMENT: The commenters suggested that N.J.A.C. 11:1-36.5,
which provides procedures for the payment of expenses of an examina­
tion by the company examined should contain a mechanism by which
a company may challenge the Commissioner's determination of the
reasonableness of the examination fees and expenses.

One commenter additionally objected to N.J.A.C. 11:1-36.5(b), which
sets forth procedures for the payment of expenses by the company for
outside consultants that may be retained by the Commissioner in making
an examination of a company pursuant to P.L. 1993, c.245, section 4d.
The commenter stated that the rule provides for unilateral approval by
the Commissioner of the expenses of outside consultants. The com­
menter expressed concern that companies will have no input into the
fees of outside consultants. The commenter thus suggested that the rule
be revised either to provide that the fees will be mutually agreed upon
by the company and the Commissioner, or to provide a mechanism to
appeal the Commissioner's determination of the reasonableness of such
fees as described above.

RESPONSE: Upon review of the commenters' suggestions, the De­
partment has determined not to change this provision. The Department
initia1ly notes that N.J.A.C. 11:1-36.5 does not establish new procedures,
but rather codifies existing Department practices, consistent with P.L.
1993, c.236, sections 3d and 4d. These statutory provisions reflect prior
statutory authority and Department practice regarding the payment of
examination expenses. The Department therefore does not believe any
additional "appeal mechanism" is necessary. The appeal mechanism
would be the same as that currently utilized for disputes regarding
examination fees (that is, appeal to the Appellate Division of the
Superior Court).

The Department further believes that it would be inappropriate to
require that a company agree to the fees for consultants. Such a provision
would effectively give a company "veto power" over a consultant that
the Commissioner seeks to retain, contrary to the provisions of P.L. 1993,
c.236, section 4d. The Department notes that, to date, it is not aware
of any problems cited by the companies regarding the use of consultants
by the Commissioner.

Fina1ly, the Department notes that it is Commissioner's responsiblity
both to determine and to protect the solvency of a company. It would
be contrary to that purpose and responsibility to authorize or approve
fees for examinations which are not reasonable or which do not reflect
the costs of making the examination required pursuant to P.L. 1993,
c.236.

COMMENT: One commenter expressed concern with N.J.A.C.
11:1-36.3, which provides procedures for determining when a "com­
prehensive" or "financial condition" examination is deemed "complete."
The commenter noted that the Department stated in the proposal
Summary that it interprets section 5 of P.L. 1993, c.236, governing the
process and procedures for the adoption of examination reports, to apply
only to reports containing findings resulting from a comprehensive ex­
amination of the insurer. The commenter stated that this interpretation
inappropriately excludes "market conduct" examinations. The com­
menter believes that since the statute permits the Commissioner to
examine the insurer's "method of conducting business" (that is, market
conduct), it would be inappropriate to provide that section 5 of the
statute, governing adoption of examination reports, does not apply to
reports of market conduct examinations. The commenter recognized that
it may be appropriate to provide a different definition of "complete"
for market conduct examinations, but believed that this issue should not
be left "open ended." Finally, the commenter stated that three of the
insurers it represents are awaiting the results of market conduct examina­
tions performed by the Department in 1990.

RESPONSE: The Department recognizes and agrees that it is
necessary to provide a process for determining when a market conduct
examination sha1l be deemed "complete." However, through discussions
with the National Association of Insurance Commissioners (NAIC), it
is the Department's understanding that the procedures for adopting
examination reports set forth in P.L. 1993, c.236 genera1ly relate to
financial condition examinations because these examinations are general­
ly relied upon and adopted by other states. For example, a major
provision of the examination statute, as well as the entire NAIC ac­
creditation program, is the general prOhibition against accepting ex­
aminations conducted by the insurer's state of domicile unless that
insurance department was accredited by the NAIC at the time the
examination was conducted. This provision has application only in the
case of financial condition examinations since market conduct examina­
tions are not adopted by other states and generally focus on business

INSURANCE

activities of an insurer within a particular state. Even the commenter
stated that time frames for determining when market conduct examina­
tions are deemed complete may be different from that for financial
condition examinations. In consideration of the necessity to promptly
adopt rules for NAIC accreditation, the Department has limited the
scope of the rules to the process for determining when financial examina­
tions shall be deemed complete. The Department will promulgate regula­
tions to address market conduct examinations in the future.

Also, the Department notes that its records indicate that the final
report of the market conduct examinations of the insurers in question
were filed in July, 1991 and April, 1992.

Full text of the adopted new rules follows:

SUBCHAPTER 36. EXAMINATION OF INSURERS

11:1-36.1 Purpose and scope
(a) This subchapter sets forth certain procedures and processes

for the examination of the financial condition of a company and
for the payment of expenses of any examination conducted pursuant
to P.L.1993, c.236.

(b) This subchapter applies to all insurers licensed to transact
insurance in this State and to any company or person subject to
examination by the Commissioner pursuant to P.L.1993, c.236.

11:1-36.2 Definitions
The following words and terms, as used in this subchapter, shall

have the following meanings, unless the context clearly indicates
otherwise.

"Alien insurer" means an insurer formed under the laws of any
country other than the United States, its states, districts, territories,
commonwealths and possessions.

"Commissioner" means the Commissioner of the New Jersey
Department of Insurance.

"Company" means any insurer or other person engaging in or
proposing or attempting to engage in any transaction or kind of
insurance or surety business and any person or group of persons
who may otherwise be subject to the administrative, regulatory or
taxing authority of the Commissioner.

"Department" means the New Jersey Department of Insurance.
"Domestic insurer" means an insurer formed under the laws of

this State.
"Examiner" means any individual or firm authorized by the Com­

missioner to conduct an examination pursuant to P.L.1993, c.236.
"Financial condition examination" means a comprehensive ex­

amination of the assets and liabilities, method of conducting business
and all other affairs of any company which is the subject matter
of the examination report filed pursuant to the procedures set forth
in P.L.1993, c.236 and this subchapter.

"Foreign insurer" means an insurer formed under the laws of a
jurisdiction of the United States other than this State.

"Insurer" means any corporation, association, partnership, re­
ciprocal exchange, interinsurer, Lloyd's insurer or other person
engaged in the business of insurance pursuant to Subtitle 3 of the
Title 17 of the Revised Statutes or Subtitle 3 of the Title 17B of
the New Jersey Statutes.

"Joint examination" means the examination of affiliated insurers
that have any type of interinsurance, reinsurance, or other business
dealings, and of insurers that have, through reinsurance affiliations,
provided 35 percent or more of the existing surplus support at the
as-of-date of the examination.

"Lead state" means the state where the parent insurer is domiciled
or, if there is no insurer parent, the state where the largest (by direct
written premium volume as shown by the last filed annual statement)
insurer subsidiary is domiciled.

"NAIC" means the National Association of Insurance Com­
missioners.

11:1-36.3 Examination; when deemed complete
(a) For purposes of P.L.1993, c.236, section 5b, an examination

of the financial condition of a company shall be deemed complete
not later than 90 days after the date the examiner leaves the site
of the company, or not later than 90 days after the date the company
responds to the last written request from the examiner(s) for ad-
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ditional information, but in no event later than 180 days after the
date the examiner leaves the site of the company provided that the
company has responded to any written request for additional in­
formation made 90 days or more prior to that date. For good cause,
the Chief Insurance Examiner of the Department may extend these
time frames for an additional period of time not to exceed 90 days.

(b) A company shall provide any additional information,
documentation or other data requested by an examiner not later
than 30 days after such request.

(c) In the case of joint examinations, the time frames set forth
in (a) above shall apply where this State is the lead state conducting
such joint examination. Where this State is not the lead state, the
time frames set forth in (a) above may apply with the agreement
of the lead State.

11:1-36.4 Foreign and alien insurers; filing of examination reports
with this State

(a) A foreign or alien insurer licensed to transact business in this
State shall file with the Department a copy of the financial condition
examination report prepared by the insurance department or other
regulatory agency for the insurer's state of domicile or port-of-entry
state.

1. The copy of the examination report shall be filed not later than
180 days after the report is adopted by the insurance department
or regulatory agency of the insurer's state of domicile or port-of­
entry state, and shall be certified by such department or agency as
representing a true and accurate report of the examination con­
ducted by its duly appointed examiner in charge who satisfies the
minimum qualifications to be the examiner in charge of such ex­
amination as set forth in the Examiners' Handbook adopted by the
NAIC as in effect at the time such examination was conducted.

2. After January I, 1994, in addition to the requirements set forth
in (a) and (a)1 above, the insurer shall provide a certification from
the insurance department or regulatory agency that:

i. The insurance department or regulatory agency was at the time
of the examination accredited under the NAIC's Financial Regula­
tion Standards and Accreditation Program; or

ii. The examination was performed under the supervision of an
accredited insurance department or other regulatory agency or with
the participation of one or more examiners who are employed by
such an accredited state insurance department or other regulatory
agency who satisfy the minimum qualifications to be an examiner
as set forth in the Examiners' Handbook adopted by the NAIC as
in effect at the time the examination was conducted and who, after
a review of the examination work papers and report, state under
oath that the examination was performed in a manner consistent
with the standards and procedures required by their insurance de­
partment or other regulatory agency.

11:1-36.5 Payment of expenses
(a) Pursuant to P.L.1993, c.236, section 3d, the reasonable ex­

penses of any examination and proceedings conducted under that
statute shall be fixed and determined by the Commissioner, and he
or she shall collect them from the company examined, which shall
pay them on a presentation of an account of expenses. Any and
all such receipts shall be appropriated to the Department for use
in defraying the expenses of such examination. If any company, after
examination, is adjudged insolvent by a court of competent jurisdic­
tion, the expense of the examination, if unpaid, shall be ordered
out of the assets of the company.

(b) Pursuant to P.L.1993, c.236, section 4d, the Commissioner
may, in making an examination under that statute, retain attorneys,
appraisers, independent actuaries, independent certified public ac­
countants, or other professionals as examiners, the cost of which shall
be borne by the company being examined. Upon presentation of
a detailed invoice for such fees and expenses, and upon review and
approval by the Commissioner of the adequacy and reasonableness
of such fees and expenses, the Commissioner shall authorize and
direct that the company pay such amount directly to the third party
retained by the Commissioner to assist in the examination. The

ADOPTIONS

company shall make such payment within 30 days of the Com­
missioner's approval of the adequacy and reasonableness of such fees
and expenses.

11:1-36.6 Penalties
Failure to comply with the provisions of this subchapter may result

in the imposition of penalties as authorized by law.

(8)
DIVISION OF FINANCIAL EXAMINATIONS
Determination of Insurers in a Hazardous Financial

Condition
Adopted Concurrent New Rule and Amendments:

N.J.A.C. 11 :2·27
Proposed: September 7, 1993 at 25 N.J.R. 4286(a).
Adopted: October 15, 1993 by Samuel F. Fortunato,

Commissioner, Department of Insurance.
Filed: October 15, 1993 as R.1993 d.556, with substantive

changes not requiring additional public notice and comment
(see N.J.A.C. 1:30-4.3).

Authority: N.J.S.A. 17:1-8.1, 17:1C-6(e), 17:23-1 et seq., 17B:21-1
et seq., 17:27A-l et seq., 17:30C-l et seq., 17B:32-31 et seq.,
P.L. 1993, c.234, P.L. 1993, c.235 and P.L. 1993, c.245.

Effective Date: October 15, 1993, Readoption of emergency new
rule and amendments;
November 15, 1993, Changes upon adoption.

Expiration Date: November 30, 1995.

These amendments and new rule were adopted on an emergency basis
and concurrently proposed on September 7, 1993 pursuant to N.J.S.A.
52:14B-4(c). The present adoption of the concurrent proposed rule and
amendments is effective upon acceptance for filing at the Office of
Administrative Law (see N.J.A.C. 1:30-4.4(d», except for changes upon
adoption, which are effective on the date of publication of this notice,
November 15, 1993.
Summary of Public Comments and Agency Responses:

The Department of Insurance (Department) received two written
comments from an insurer and an insurer trade association as follows:

1. Prudential Insurance Company of America; and
2. The American Insurance Association.
COMMENT: One commenter expressed concern with N.J.A.C.

11:2-27.4(b), which requires that an insurer objecting to an order issued
by the Commissioner pursuant to the rules file a statement specifying
why the order would not result in improving the condition of the insurer.
The commenter stated that if the insurer objects to the Commissioner's
threshold determination that it is in a hazardous financial condition, the
required statement is inappropriate and immaterial. The commenter thus
suggested that this provision be modified.

RESPONSE: The Department disagrees. If the Commissioner finds
that an insurer's condition renders the continuance of its business
hazardous to the public or its insureds, the Commissioner may place
the insurer under administrative supervision pursuant to P.L. 1993, c.245,
and issue a "corrective action order" which requires the insurer to take
steps to abate that determination. The insurer may request a hearing
if it objects to the actions ordered to be taken. In specifying the reasons
for its objection, an insurer may assert that the corrective actions to be
taken will not improve its condition because it is not in a hazardous
financial condition, and therefore no corrective action is warranted. The
Department thus does not believe that this requirement in NJ.A.C.
11:2-27.4(b)liv is immaterial or inappropriate. The rule merely requires
that the insurer specify the reasons and justifications for its objections
to define the scope of the issues to be resolved at the hearing pursuant
to NJAC. 1:1.

COMMENT: One commenter stated that N.J.A.C. 11:2-27.I(a), which
provides in pertinent part that a finding of hazardous financial condition
provides one of the grounds "upon which the Commissioner may seek
an order from the Superior Court to rehabilitate, liquidate or conserve
the assets" of an insurer, is inconsistent with the underlying statutory
provision. The commenter stated that the relevant statute provides that
such steps may be taken only "upon examination," and believes that the

(CITE 25 N,J.R. 5182) NEW JERSEY REGISTER, MONDAY, NOVEMBER 15, 1993

You're viewing an archived copy from the New Jersey State Library.



ADOPTIONS

rules should contain the same limitation as the underlying statute. The
commenter therefore suggested that the rules be modified to include
the phrase "upon examination."

RESPONSE: Upon review of the commenter's suggestion, the Depart­
ment has determined that no change is required. The Department
initially notes that the relevant portion of N.J.A.C. 11:2-27.1(a) to which
the commenter refers was not amended. Therefore, the comment is
outside the scope of the proposal. The Department also notes that the
phrase "upon examination" is contained in N.J.S.A. 17:30C-6f (relating
to property/casualty insurers), but is not contained in the corresponding
statute at N.J.S.A. 17B:32-41a (relating to life/health insurers).

Moreover, the Department does not believe that the rules expand the
Commissioner's statutory authority regarding the rehabilitation or li­
quidation of insurers in that such action taken by the Commissioner
would conform with the requirements set forth in N.J.S.A. 17:30C-1 et
seq. or 17B:32-31 et seq., as applicable.

Finally, the Department believes that no additional clarification is
required in any case in that any finding of hazardous financial condition
would be made after an examination of the insurer. The Department
notes however that the term "examination" as used in NJ.S.A. 17:30C-6f
is not defined. The Department consistently has not interpreted that
statute to require the finding be made only after a comprehensive "on­
site" examination of the insurer. Rather, such a finding may be made
upon preliminary findings from a comprehensive examination, upon the
examination of the insurer's annual statement, or upon examination of
any other information filed by the insurer or obtained by the Com­
missioner from other sources.

Summary of Agency-Initiated Change
N.J.A.C. 11:2-27.4(b)3, which provides for making hearings public, is

revised to ensure consistency and uniformity with the statutory language
set forth in P.L. 1993, c.245, sections 4c and 4d, the Administrative
Procedure Act, N.J.S.A. 52:14B-1 et seq. and the Uniform Administrative
Procedure Rules, N.J.A.C. 1:1.

Full text of the adopted new rules follows (additions indicated
in boldface with asterisks *thus*; deletions indicated in brackets with
asterisks *[thus]*):

SUBCHAPTER 27. DETERMINATION OF INSURERS IN A
HAZARDOUS FINANCIAL CONDITION

11:2-27.1 Purpose and scope
(a) The purpose of this subchapter is to set forth the factors which

the Commissioner shall consider in determining whether an insurer
is in a hazardous financial condition as defined herein. A determina­
tion of hazardous financial condition provides one of the grounds
upon which the Commissioner may seek an order from the Superior
Court to rehabilitate, liquidate the business or conserve the assets
within this State of domestic, foreign or alien insurers pursuant to
N.J.S.A. 17:30C-1 et seq. and 17B:32-31 et seq., or upon which an
insurer may become subject to administrative supervision pursuant
to P.L. 1993, c.245, and provides one of the grounds upon which
the Commissioner may take action to revoke or nonrenew an in­
surer's authority to transact insurance in this State, or withdraw the
eligibility of an eligible surplus lines insurer to insure surplus lines
risks in the State pursuant to law, including, but not limited to,
N.J.SA 17:32-2, 17B:23-2, and 17:22-6.46.

(b) This subchapter shall apply to all domestic, foreign and alien
insurers and all other entities subject to N.J.S.A. 17:30C-1 et
seq., 17B:32-31 et seq., or P.L. 1933, c.245; and to all eligible surplus
lines insurers.

11:2-27.2 Definitions
The following words and terms, when used in this subchapter shall

have the following meanings, unless the context clearly indicates
otherwise.

"AVR" means the asset valuation reserve calculated for purposes
of completing the NAIC annual statement in accordance with its
instructions and Accounting Practices and Procedures Manual.

"Insurer" means a person subject to the insurance supervisory
authority of, or to liquidation, rehabilitation, reorganization, or con­
servation by, the Commissioner pursuant to N.J.S.A. 17:30C-1 et
seq., 17B:32-31 et seq. or P.L. 1993, c.245, or by the equivalent
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insurance supervisory official of another state. "Insurer" includes all
persons purporting to be engaged in the business of insurance as
an insurer in this State and all persons in the process of organization
to become insurers.

11:2-27.3 Determination of hazardous financial condition; factors
(a) The Commissioner shall consider the following factors, either

singly or in a combination of two or more, in determining whether
an insurer is in a hazardous financial condition:

1.-16. (No change.)
17. A finding that a life insurer's surplus as regards policyholders

plus AVR reserves is not adequate in relation to the amount of
liabilities less AVR reserves less separate account liabilities;

18. A finding that the insurer does not possess the minimum
capital and surplus (in the case of stock insurers) or net assets (in
the case of mutual insurers) required by statute to be maintained
or as otherwise required by the Commissioner pursuant to law;

Recodify existing 18. through 28. as 19. through 29. (No change
in text.)

(b) (No change.)

11:2-27.4 Determination of hazardous financial condition;
corrective action

(a) If the Commissioner determines that the continued operation
of an insurer may be hazardous to the policyholders or public in
this State, the Commissioner may, upon such a determination, sub­
ject the insurer to administrative supervision pursuant to P.L. 1993,
c.245 and may issue an order requiring the insurer to take such
actions as the Commissioner deems necessary to abate such de­
termination, including, but not limited to:

1. Reduce the total amount of present and potential liability for
policy benefits by reinsurance;

2. Reduce, suspend or limit the volume of business being accepted
or renewed;

3. Reduce general insurance and commission expenses by
specified methods;

4. Increase the insurer's capital and surplus;
5. Suspend or limit the declaration and payment of dividends by

an insurer to its stockholders or to its policyholders;
6. File reports in a form acceptable to the Commissioner concern­

ing the market value of an insurer's assets;
7. Limit or withdraw from certain investments or discontinue

certain investment practices to the extent the Commissioner deems
necessary;

8. Document the adequacy of premium rates in relation to the
risks insured;

9. File, in addition to regular annual statements, interim financial
reports on the form adopted by the NAIC or in such format as
prescribed by the Commissioner; or

10. Take such other actions as the Commissioner may deem
necessary in a particular case to protect the insurer's policyholders
and the public.

(b) If an insurer is subject to an order issued by the Commissioner
pursuant to (a) above, and the insurer objects to the actions ordered
to be taken as set forth therein, the insurer may request a hearing
before the Department on the Commissioner's determination within
10 days from the date of receipt of such order as follows:

1. A request for a hearing shall be in writing and shall include:
i. The name, address, and daytime telephone number of a contact

person familiar with the matter;
ii. A copy of the order involved;
iii. A statement requesting the hearing; and
iv. A concise statement specifying the manner wherein the ac­

tion(s) ordered by the Commissioner would not result in improving
the condition of the insurer.

2. Pursuant to P.L. 1993, c.245, all proceedings, hearings, notices,
correspondence, reports, records and other information in the
possession of the Commissioner or the Department relating to the
supervision of the insurer are confidential, except as otherwise
provided by P.L. 1993, c.245. Any confidential proceedings in con­
nection with an order issued pursuant to this rule and P.L. 1993,
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c.245 shall be held by the Commissioner or his designee at the
Department.

3. *[If the Commissioner opens such proceedings or hearings to
the public pursuant to P.L. 1993, c.245, he may transmit the matter
to the Office of Administrative Law for further proceedings in
accordance with the Administrative Procedure Act, N.J.S.A.
52:14B-l et seq. and Uniform Administrative Procedure Rules,
N.J.A.C. 1:1.]* ·The Commissioner may open such proceedings or
hearings or disclose the notices, correspondence, reports, records
or information to a department, agency or instrumentality of this
or another state of the United States, or make such information
public, if the Commissioner determines that the disclosure is
necessary or proper for the enforcement of the laws of this or
another state of the United States, is in the best interest of the
public, or in the best interest of the insurer, its insureds or
creditors.·

(c) Nothing contained in this section shall be construed to limit
or preclude the Commissioner from independently requiring an
insurer to take specific actions or limit specified activities pursuant
to other provisions of Title 17 or 17B of the Revised Statutes.

(a)
DIVISION OF FINANCIAL EXAMINATIONS
Credit for Reinsurance
Adopted Concurrent New Rules: N.J.A.C. 11 :2·28
Proposed: September 7,1993 at 25 N.J.R. 4289(a).
Adopted: October 15, 1993 by Samuel F. Fortunato,

Commissioner, Department of Insurance.
Filed: October 15, 1993 as R.1993 d.557, with substantive and

technical changes not requiring additional public comment
(see NJ.A.C. 1:30-4.3).

Authority: N.J.S.A. 17:1C-6(e) and P.L. 1993 c.243 (enacted
August 9, 1993).

Effective Date: October 15, 1993, Readoption of emergency new
rules and amendments;
November 15, 1993, Changes upon adoption.

Expiration Date: November 30, 1995.

These rules were adopted on an emergency basis on August 16, 1993
and concurrently reproposed on September 7, 1993 pursuant to N.J.S.A.
52:14B-4(c). This present adoption of the concurrent reproposed new
rules is effective upon acceptance for filing by the Office of Adminis­
trative Law (see N.J.A.C. 1:30-4.4(e» except for changes on adoption
which are effective on November 15, 1993, the date of publication of
this notice.

Summary of Public Comments and Agency Responses:
The adopted emergency new rules were published on September 7,

1993 at 25 N.J.R. 4289(a). During the comment period which closed
October 7, 1993, five comments were submitted from an insurance
company (Prudential Insurance Company of America), trade associations
(Alliance of American Insurers and Reinsurance Association of Ameri­
ca), a reinsurer intermediary-broker (Guy Carpenter & Company, Inc.)
and counsel to ceding insurers and reinsurers (LeBoeuf, Lamb, Leiby
and MacRae).

These comments and the Department's responses are summarized
below:

COMMENT: One commenter opposed this State's rules on credit for
reinsurance claiming that the subchapter imposes stricter standards than
those set forth in the NAIC model rules. The commenter also asserted
that because of New Jersey's stricter standards, it is possible that no
states, including NAIC accredited states, will be considered to have
substantially similar rules governing credit for reinsurance. The com·
menter also claimed that making it harder for reinsurers to qualify for
reinsurance credit purposes in New Jersey puts New Jersey domestics
at a competitive disadvantage to ceding companies licensed and
domiciled in other states that do not have as restrictive requirements.

The commenter also opined that reinsurers who are domiciled in other
states should not be required to make additional filings in New Jersey
nor should they be required to pay filing fees in this State.
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RESPONSE: The standards set forth in this subchapter are required
by P.L. 1993, c.243 and are intended to enable the Department to
determine whether a reinsurer is financially sound and, therefore,
qualified to provide reinsurance. This new subchapter, which codifies
many of New Jersey's current practices, also expands the market of
reinsurers from which ceding insurers may obtain reinsurance and still
be eligible for a credit for such insurance ceded. This subchapter provides
the same categories of acceptable reinsurers as those set forth in the
NAIC rules.

The Department does not view this State's standards as being more
strict than those set forth in the NAIC model rules. The Department
expects that all states will use criteria similar to that contained in this
subchapter in order to determine whether a reinsurer is financially sound.
This State may require the filing of more detailed information from
reinsurers doing business in New Jersey. However, the information is
required in order to streamline the Department's review process of those
reinsurers which are not domiciled in New Jersey.

The Department anticipates that the states which have adopted the
NAIC model rules and/or are accredited by the NAlC, will have substan­
tially similar rules regarding credit for reinsurance as those of this State.

The filing fees which are required from reinsurers doing business in
New Jersey are reflective of the work which has been and will be required
by the Department to implement this subchapter.

COMMENT: One commenter expressed its concern with regard to
foreign insurers authorized to transact business in New Jersey which are
domiciled in states whose regulations on credit for reinsurance are below
this State's standards in that such ceding insurers may be exposed to
inconsistent state action.

RESPONSE: No change in these rules is required. P.L. 1993, c.243
requires that any foreign ceding insurer domiciled in a state whose
standards are not substantially similar to New Jersey's rules shall conform
to this State's rules to be eligible for a credit for reinsurance ceded.
Conversely, any insurer which is domiciled in a state with substantially
similar laws or which is accredited by the NAIC shall be governed by
the laws of its state of domicile.

COMMENT: One commenter suggested that this proposal is flawed
with regard to overseas surplus lines insurers because the Commissioner
will be required to expend great effort in analyzing the laws of other
countries to determine if their regulations are substantially similar to
those of New Jersey. Moreover, the commenter suggested that it is
unrealistic to expect alien insurers and reinsurers to adjust their trade
relationships to comply with New Jersey law particularly where they may
not reinsure United States cedents. The commenter further indicated
that this subchapter may present serious trade implications if the Com­
missioner were to grant one country "favored status."

RESPONSE: The Department notes that this subchapter has been
promulgated in accordance with P.L. 1993, c.243. As a result, no changes
are necessary in the Department's treatment of alien reinsurers.
Moreover, the commenter has not suggested what type of changes it
believes may be appropriate.

This commenter has only focused on the section which permits a credit
for reinsurance ceded to reinsurers with substantially similar laws to those
of this State. It is noted, however, that a reinsurer has a number of
alternatives in order to qualify as a reinsurer in New Jersey, so that a
ceding insurer may obtain credit for its cessions to the reinsurer. One
such alternative is maintaining trust funds in a qualified United States
financial institution.

COMMENT: One commenter suggested that the scope of the rules
as set forth at N.J.A.C. 1l:2-28.1(b) should be amended to eliminate
any confusion as to which insurers these rules apply. The commenter
suggested that the scope of the rules may be interpreted to require ceding
reinsurers which are domiciled in a state which utilizes substantially
similar laws, to comply with this subchapter. The commenter recom­
mended that the language be amended to read:

"This subchapter applies to all insurers which transact business
in this State, except as described in (b)2 below."

RESPONSE: The Department notes that the commenter's suggestion
is consistent with the intent of this subchapter and amends the section
accordingly for purposes of clarity.

COMMENT: One commenter noted that the term "authorized of·
ficer" is defined as "the president of the company" and that unincorpo­
rated underwriters do not have a "president" as contemplated by the
definition.

RESPONSE: While the definition specifically states alternatives to the
named officers by including "any such equivalent officers," the Depart-
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ment has amended this section to clarify the intent of the proposal that
unincorporated undetwriters may be structurally different. The definition
is, therefore, amended to read ". . . any such equivalent officers or
individuals."

COMMENT: One commenter suggested that the definition of
"beneficiary" should include both a domestic and an ancillary receiver
so as not to conflict with the laws of other states.

RESPONSE: The Department does not believe that any change is
necessary because the definition was incorporated from the language set
forth in the NAlC model rules.

COMMENT: Another commenter recommended that the term
"beneficiary" be amended to read " the entity for whose sole benefit
the trust has been established " as set forth in the NAlC model
rules.

RESPONSE: The Department agrees with the suggestion and amends
the definition for purposes of clarity.

COMMENT: One commenter suggested that the term "grantor" be
amended to read ". . . the entity that has established a trust for the
sole benefit of the beneficiary," as set forth in the NAlC model rules.

RESPONSE: The Department agrees with the suggestion and amends
the definition for purposes of clarity.

COMMENT: A commenter suggested that the definition of "insurer"
is too broad and may imply that certain excess of loss or stop loss
agreements are reinsurance transactions.

RESPONSE: Excess of loss or stop loss agreements may involve
primary insurance rather than reinsurance; for example, where an entity
is self-insured. The definition of reinsurance set forth in this subchapter
clarifies that such forms of primary insurance arrangements are not
considered reinsurance transactions. The Department, therefore, believes
that a change in the defmition of "insurer" is unnecessary.

COMMENT: One commenter suggested that the definition of "ceding
insurer" be amended to include language which purports to clarify that
ceding insurers domiciled in another state which employ substantially
similar standards on credit for reinsurance as those in this State are
governed by the standards of their own state. The commenter also
recommended that certain sections should be amended to read "ceding
insurer ... which ... cedes ..."

RESPONSE: The Department disagrees with this commenter's recom­
mendations. The scope of the rules is set forth at N.J.A.C. 11:2-28.2
and adequately addresses the concerns of this commenter. Therefore,
the language suggested by the commenter need not be repeated in the
definition of "ceding insurer." The recommendation to include "ceding
insurer ... which cedes" is redundant and unnecessary.

COMMENT: A commenter suggested deleting the definitions of "re­
insurance intermediary-broker" and "reinsurance intermediary-manager"
because the terms do not appear in the subchapter.

RESPONSE: The Department disagrees with this recommendation
because the terms appear in the definition of "reinsurance intermediary"
which is used in this subchapter.

COMMENT: One commenter inquired whether credit would be dis­
allowed if a reinsurer that either lost or was denied accredited status
provided a letter of credit or trust agreement as collateral for its obliga­
tions to the cedent.

RESPONSE: The commenter has not provided specific reasons in its
hypothetical question which would clarify the circumstances for which
the reinsurer either lost or was denied accredited status. The rules,
however, provide several alternative means of qualifying for credit for
reinsurance. If such a reinsurer is not qualified under one alternative,
it may nevertheless qualify under another alternative. Again this would
be dependent upon the reasons for the denial or revocation of accredited
status.

COMMENT: One commenter suggested that N.J.A.C. 11:2-28.4(a)6
should be amended to read as follows:

6. Either:
i. Maintains a surplus as regards policyholders in an amount not less

than $20,000,000 and whose accreditation has not been denied by the
Commissioner within 120 days of filings its submission with the Com­
missioner, or, lin the case of reinsurers withl

ii. Maintains a surplus as regards policyholders of less than
$20,000,000 whose accreditation has been approved by the Com­
missioner; and....

RESPONSE: This suggested change in the codification may promote
clarity and has, therefore, been included in the adoption.

COMMENT: One commenter suggested that N.J.A.C. 11:2-28.4(a)6
which grants an applicant accredited status if its filing with the Com-
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missioner is not denied within 120 days, is at odds with subsections (c)
through (e). The commenter suggested that the 120 day reference should
be deleted from N.J.A.C. 11:2-28.4(a)6 and a reference should be made
to subsections (c) through (e) for consistency.

RESPONSE: In order to be consistent with the statute and to clarify
that prior approval is necessary for applicants whose surplus as regards
policyholders is less than $20,000,000, the Department amends N.J.A.C.
11:2-28.4(c) to include the following language:

"Except for applicants for accreditation that maintain surplus as re­
gards policyholders of less than $20,000,000...".

COMMENT: One commenter suggested that the meaning of N.J.A.C.
11:2-28.4(a)7 and (f)1 through 5 should be clarified.

RESPONSE: No changes to these sections are necessary. N.J.A.C.
11:2-28.4(a)7 permits the Commissioner to request specific information
regarding a particular reinsurer's application for accreditation. N.J.A.C.
11:2-28.4(f)1 through 5 require insurers to report certain actions by other
states or jurisdictions that may indicate a substantial change in their
financial conditions.

COMMENT: Several commenters suggested that the requirement at
N.J.A.C. 11:2-28.5(a)5ii that loss and loss adjustment expense reserve
liability to surplus does not exceed a 4:1 ratio, may cause underreserving
and that the risk based capital requirements would be a better gauge.

RESPONSE: The Department agrees that risk based capital require­
ments may be an appropriate gauge. However, model property/casualty
risk based capital rules have not yet been adopted by the NAlC. The
Department is, therefore, adopting its current standard in this
subchapter.

COMMENT: A commenter stated that N.J.A.C. 11:2-28.6(a)8 is
unclear as to whether an actuarial certification must be given on the
adequacy of all of the reinsurer's liabilities or only those that relate to
the trusteed business.

RESPONSE: The rule states that the opinion is necessary "in order
to determine the sufficiency of the trust fund." Since the trust is intended
to cover obligations in the United States, an actuarial opinion relating
to the trusteed business is necessary. The Department notes that it may
also require additional information in appropriate circumstances,
pursuant to this section.

COMMENT: One commenter claimed that the concept of "surplus
as to policyholders" set forth at N.J.A.C. 11:2-28.6(a)2iv(2) does not
apply to unincorporated associations, that the ratio may be too con­
servative and suggested "greater regulatory flexibility" in the section.

RESPONSE: The Department believes that the 3:1 ratio is a re­
asonable standard to assure that the assuming insurer is not in a
hazardous financial condition such that credit for reinsurance may be
granted. The Department is not willing to change this standard on
adoption for certain reinsurers in the absence of a satisfactory alternative
provision. The commenter has suggested none.

The Department acknowledges this difficulty for unincorporated as­
sociations and the difficulties with respect to filing a report with substan­
tially the same information as that required on the NAIC annual state­
ment, which includes "surplus as to policyholders." The Department
would consider appropriate amendments to address the problems of
these entities.

COMMENT: One commenter noted that overseas reinsurers prepare
their annual reports in accordance with the requirements of their
domestic regulators and would, therefore, be unable to satisfy the June
1 filing deadline set forth at N.J.A.C. 11:2-28.6(a)4. It also stated that
an unincorporated association would be able to supply the substantial
equivalent of a loss reserve adequacy opinion required in accordance
with NJ.A.C. 11:2-28.6(a)8.

RESPONSE: The Department notes that a reinsurer's most recent
information shall be filed in order to comply with the June 1 filing date
set forth at N.J.A.C. 11:2-28.6(a). N.J.A.C. 11:2-28.6(8) specifically states
that a reinsurer shall report "substantially" the same information as that
to be reported on the NAIC annual statement form. Thus, an actuarial
opinion which certifies to the adequacy of loss and loss adjustment
expense reserves is necessary although its form may differ from the NAlC
standard format.

COMMENT: Several commenters suggested modifications to N.J.A.C.
11:2-28.6(b) including that N.J.A.C. 1l:2-28.6(b)2 be changed to reflect
an amendment to P.L. 1993. c.243 affecting unincorporated undetwriters.
One commenter proposed the following language:

The trust fund for a group of insurers, which group includes individual
unincoiporated undetwriters, ... The group shall make available to the
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Commissioner an annual certification of the solvency of each underwriter
and each insurer for the fiscal period immediately preceding ...

The commenter also recommended revisions to N.J.A.C. 11:2-28.6(b)1
and 2 to track the language in (b)3 by incorporating the language "in
an amount not less than."

RESPONSE: The Department agrees with the recommendation to
amend N.J.A.C. 11:2-28.6(b)1 and 2 to track the language in (b)3 and
has revised the sections accordingly. However, P.L. 1993, c.243 does not
require the addition of "and each insurer" to N.J.A.C. 11:2-28.6(b)2.
Therefore, this change has not been incorporated.

COMMENT: A commenter claimed that the acceptable assets for trust
funds as set forth at N.J.A.C. 11:2-28.6(c)5i may be too narrow. For
example, certain unincorporated association trust funds include mortgage
backed securities which are not SVO listed because they are privately
placed.

RESPONSE: Any securities which are contained in a trust fund must
be readily valuable by the Department. The list of assets set forth at
N.JA.C. 11:2-28.6(c)5i include just such assets. Mortgage backed
securities cannot be readily valued.

COMMENT: One commenter inquired whether letters of credit could
be used to fund a trust required by N.J.A.C. 11:2-28.8(b).

RESPONSE: Letters of credit may be used, but only if they meet the
requirements set forth at N.J.A.C. 11:2-28.10 regarding letters of credit.

COMMENT: One commenter recommended that N.J.A.C.
11:2-28.7(b) should be amended to delete the term "domestic" insurer
and substitute the term "ceding" insurer.

RESPONSE: The Department concurs with this recommendation and
amends the section accordingly to clarify the intent of the proposal.

COMMENT: One commenter noted that N.J.A.C. 11:2-28.8, which
is based on the NAlC model rules, has made certain provisions man­
datory rather than permissive, as in the model rules. The commenter
suggested that this section should be amended to conform with the exact
language of the model rules.

RESPONSE: The Department disagrees. The Department believes
that it has properly chosen to make certain provisions mandatory rather
than permissive in order to provide proper standards. For the most part
any departures from the language contained in the NAlC model rules
were undertaken merely to conform the NAlC model to New Jersey
administrative rule codification procedures.

COMMENT: Several commenters suggested that N.J.A.C.
11:2-28.9(c)3i should be amended to delete the reference that a re­
insurance intermediary is a fiduciary. The commenter stated that the
intermediary is not a party to the contract and would, therefore, not
be bound by the terms of the contract. The commenter suggested that
the responsibilities of an intermediary should be addressed in the rules
on reinsurance intermediaries.

RESPONSE: The Department concurs with the suggestion for the
reasons stated by the commenters and has, therefore, deleted the
language.

COMMENT: A commenter suggested that N.J.A.C. 11:2-28.9(a)5 be
amended to read: "The trust agreement shall be established for the sole
benefit of the beneficiary."

RESPONSE: The Department concurs with the suggestion and
amends the provision accordingly for the reasons stated above with
regard to a prior comment.

COMMENT: One commenter suggested that N.J.A.C. 11:2-28.9(a)2
and (b)1 and 2, for purposes of clarity, should track the NAlC model
rules verbatim.

RESPONSE: The Department believes that these sections are clear
and do not require any change and essentially do track the model
verbatim.

COMMENT: Several commenters stated that N.J.A.C. 11:2-28.12 is
redundant and inconsistent. Commenters have also criticized the
provision as drafted, stating that: the section attempts to circumvent the
jurisdiction of the state of domicile in ceding insurer solvency matters;
that N.J.A.C. 11:2-28.12(a)1 implies that the Commissioner's approval
is required before an alternate payee clause may be employed and
enforced; and that the intent and manner in which to implement N.J.A.C.
11:2-28.12(a)1 and (b)1 and 2 are unclear.

RESPONSE: The Department agrees that N.J.A.C. 11:2-28.12 should
be reorganized for clarity and has revised this provision by combining
subsections (a) and (b) and eliminating the duplication in the two
subsections. The Department disagrees with the contention that this
section subverts the jurisdiction of the state of domicile of the ceding
insurer because if the ceding insurer is declared insolvent, the liquidation
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statute of its state of domicile will govern. Moreover, this section does
not contain a blanket prohibition on alternate payees but merely provides
that where the ceding insurer has been declared insolvent the reinsurer
may not reduce the amount of reinsurance payable to such insurer
because of its insolvency and must remit the reinsurance proceeds to
the receiver of the insurer.

Full text of the adoption follows (additions to proposal indicated
in boldface with asterisks ·thus·; deletions from proposal indicated
in brackets with asterisks *[thus]*):

SUBCHAPTER 28. CREDIT FOR REINSURANCE

11:2-28.1 Purpose and scope
(a) The purpose of these rules is to implement the provisions of

P.L. 1993, c.243 by establishing procedures to be employed by
insurers which cede risks to appropriate reinsurers and which assume
the risk from the ceding insurers to whom these rules apply.

(b) This subchapter applies to all insurers which transact business
in this State, ·except as described in (b)2 below,· including insurers
which are domiciled in this State. This subchapter also applies to
insurers which are either licensed to transact business in this State
or are eligible to write surplus lines insurance in this State, and which
in either case are domiciled in a state or country which does not
employ standards regarding credit for reinsurance substantially
similar to the standards set forth herein.

1. For a life and health ceding insurer to qualify for a credit for
reinsurance in accordance with this subchapter, the ceding insurer
shall also comply with the requirements of P.L. 1993, c.243 and all
administrative rules promulgated thereunder concerning the regula­
tion of life and health reinsurance contracts.

2. Where an insurer which is either licensed to transact business
in this State or is an eligible surplus lines insurer in this State and
in either case the state in which it is domiciled is accredited by the
NAlC or employs standards regarding credit for reinsurance as
determined by the Commissioner to be substantially similar to the
standards set forth in these rules, the insurer shall comply with the
rules regarding credit for reinsurance in its state of domicile.

11:2-28.2 Definitions
The following words and terms, when used in this subchapter, shall

have the following meanings, unless the context clearly indicates
otherwise:

"Annual statement" means a statement showing an insurer's finan­
cial condition at the close of business on December 31 of the
preceding year and its business for that year in the form adopted
by the NAIC, prepared in accordance with the annual statement
instructions and the Accounting Practices and Procedures Manual
adopted by the NAlC and all applicable provisions of law.

"Assuming insurer" or "reinsurer" means any person which
engages in the activity of insuring part or all of an insurance risk
from an originating or ceding insurer.

"Authorized officer" means the president of the company whose
signature is attested to by the secretary of the company or any such
equivalent officers ·or individuals·.

"Beneficiary" as used in connection with the establishment of a
trust agreement means the entity for whose ·sole· benefit the trust
has been established and any successor of the beneficiary by opera­
tion of law. Where a court of competent jurisdiction appoints a
successor in interest to the named beneficiary, then the named
beneficiary includes and is limited to the court appointed domiciliary
receiver, conservator, rehabilitator or liquidator.

"Ceding insurer" means an insurer which procures indemnification
for itself from an assuming insurer with respect to all or part of
an insurance risk associated with one or more policies which it issued
should losses be sustained.

"Certificate of eligibility" means a certificate issued by the Com­
missioner evidencing the authority of an unauthorized insurer to
transact the business of surplus lines insurance in this State.

"Clean and unconditional letter of credit" or "clean and uncondi­
tional confirmation" means a letter of credit or confirmation which:

1. Makes no reference to any other agreement, document or
entity;
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2. Provides that a beneficiary need only draw a sight draft under
the letter of credit or confirmation and present it to promptly obtain
funds and that no other document need be presented; and

3. Indicates that it is not subject to any conditions or qualifications
outside of the letter of credit.

"Commissioner" means the Commissioner of the New Jersey
Department of Insurance.

"Date of the ceding insurer's statutory financial statement" means
the period ending date for which the statutory fmancial statement
is rendered.

"Delinquency proceeding" means, for the purpose of this
subchapter, any proceeding commenced against a reinsurer for the
purpose of liquidating, rehabilitating, reorganizing or conserving
such reinsurer.

"Department" means the New Jersey Department of Insurance.
"Domestic insurer" means an insurer formed under the laws of

the State of New Jersey.
"Eligible surplus lines insurer" means an unauthorized insurer

which is issued a certificate of eligibility to transact the business of
insurance in this State and in which insurance coverage is placed
or may be placed pursuant to N.J.SA. 17:22-6.40 et seq.

"Evergreen" means a provision in a letter of credit or its confmna­
tion which prevents the expiration of the letter of credit or its
confirmation without due advance written notice to the beneficiary
from the issuing or confirming bank or trust company.

"Grantor" as used in connection with the establishment of a trust
agreement means the entity that has established a trust for the -sole­
benefit of the beneficiary. When established in conjunction with a
reinsurance agreement, the grantor is the unlicensed, unaccredited
assuming insurer.

"Insurer" means any corporation, association, partnership, re­
ciprocal exchange, interinsurer, Lloyd's insurer, fraternal benefit
society or other person engaged in the business of insurance
pursuant to N.J.S.A. 17:17-1 et seq. or N.J.S.A. 17B-17-1 et seq.;
any medical service corporation operating pursuant to N.J.S.A.
17:48A-l et seq.; any hospital service corporation operating pursuant
to N.J.S.A. 17:48-1 et seq.; any health service corporation operating
pursuant to N.J.S.A. 17:48E-l et seq.; or any dental service corpor­
ation operating pursuant to N.J.S.A. 17:48C-l et seq.

"NAIC" means the National Association of Insurance Com­
missioners.

"Net assets" means an insurer's total admitted assets less its total
reserves and other liabilities.

"Obligations" as used in connection with the establishment of a
trust agreement means:

1. Reinsured losses and allocated loss expenses paid by the ceding
company, but not recovered from the assuming insurer;

2. Reserves for reinsured losses reported and outstanding;
3. Reserves for reinsured losses incurred but not reported; and
4. Reserves for allocated reinsured loss expenses and unearned

premiums.
"Qualified United States financial institution":
1. As used at N.J.A.C. 11:2-28.8(b)3 and 28.10 means an institu­

tion that:
i. Is organized or, in the case of a branch or agency office of a

foreign banking organization in the United States, licensed, under
the laws of the United States or any state thereof;

ii. Is regulated, supervised and examined by federal or state
authorities having regulatory authority over banks and trust com­
panies; and

iii. Has been determined by either the Commissioner, or the
Securities Valuation Office of the NAIC, to meet such standards
of fmancial condition and standing as are considered necessary and
appropriate to regulate the quality of financial institutions whose
letters of credit will be acceptable to the Commissioner; or

2. As used elsewhere in this subchapter means an institution that:
i. Is organized or, in the case of a branch or agency office of a

foreign banking organization in the United States, licensed, under
the laws of the United States or any state thereof and has been
granted authority to operate with fiduciary powers; and
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ii. Is regulated, supervised and examined by federal or state
authorities having regulatory authority over banks and trust com­
panies.

"Reinsurance" means a contractual arrangement, as evidenced by
a written agreement, whereby an insurer, for some consideration,
agrees to indemnify a ceding insurer, for all or part of a loss which
the ceding insurer may incur under one or more policies that the
ceding insurer has or will issue.

"Reinsurance intermediary" means a reinsurance intermediary­
broker or a reinsurance intermediary-manager.

"Reinsurance intermediary-broker" means a person, other than
an officer or employee of the ceding insurer, which solicits,
negotiates or places reinsurance cessions or retrocessions on behalf
of a ceding insurer without the authority or power to bind re­
insurance on behalf of that insurer unless expressly provided in a
broker of record letter.

"Reinsurance intermediary-manager" means a person which has
authority to bind or manages all or part of the assumed reinsurance
business of a reinsurer, including the management of a separate
division, department or underwriting office, and acts as an agent
for that reinsurer whether known as a reinsurance intermediary­
manager, manager or other similar term, except that the following
persons shall not be considered a reinsurance intermediary-manager,
with respect to that reinsurer, for the purposes of this subchapter:

1. An employee of the reinsurer;
2. A United States manager of a United States branch of an alien

reinsurer;
3. An underwriting manager which, pursuant to contract, manages

all or part of the reinsurance operations of the reinsurer, is under
common control with the reinsurer, subject to N.J.S.A. 17:27A-l et
seq., and whose compensation is not solely based on the volume
of premiums written;

4. The manager of a group, association, pool or organization of
insurers which engage in joint underwriting or joint reinsurance and
who are subject to examination by the insurance commissioner or
other similar regulatory officer of the state in which the manager's
principal business office is located;

5. A licensed attorney-at-law who negotiates contracts or provides
general fmancial counsel provided no commission or brokerage fee
is provided.

"Substantially similar standards" means standards on credit for
reinsurance which the Commissioner determines are equal to or
exceed the standards of this subchapter.

"Surplus as regards policyholders" means the net assets of the
insurer or assuming insurer.

11:2-28.3 Reinsurer licensed in New Jersey
An insurer shall be permitted to take a credit for reinsurance

ceded to an assuming insurer where the assuming insurer is licensed
to transact business in this State as of the date of the ceding insurer's
statutory fmancial statement, except as limited in accordance with
N.J.A.C. 11:2-27.

11:2-28.4 Reinsurer accredited in New Jersey
(a) An insurer shall be permitted to take a credit for reinsurance

*[which it cedes]* -ceded- to an assuming insurer where the assum­
ing insurer is accredited as a reinsurer in this State as of the date
of the ceding insurer's statutory financial statement. An accredited
reinsurer is one which meets all of the following standards:

1. Files with the Commissioner a letter requesting approval for
accreditation and listing the information upon which it will rely and
is submitting in connection therewith;

2. Submits a non-refundable filing fee made payable to Treasurer,
State of New Jersey, of $1,000 for an initial filing and $1,000 for
a renewal filing;

3. Files with the Commissioner a properly executed form AR-l
(incorporated herein by reference as Exhibit 1 in the Appendix)
which establishes that it submits to this State's jurisdiction and this
State's authority to examine its books and records;

4. Files with the Commissioner a certified copy of a certificate
of authority, a certificate of compliance or an equivalent document
which has been properly notarized, as evidence that it is currently
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licensed to transact insurance or reinsurance in at least one state
or in the case of a United States branch of an assuming alien insurer,
is ~ntered through and licensed to transact insurance or reinsurance
in at least one state;

5. Files annually with the Commissioner:
i. A copy of its most recent annual statement filed with the

insurance department of its state of domicile;
ii. Its most recent audited financial statement;
iii. A current actuarial opinion which certifies:
(1) For a property and casualty insurer, to the adequacy of the

loss and loss adjustment expense reserves; or
(2) For a life and health assuming insurer that:
(A) Its policy reserves are adequate; ..
(B) It satisfies all minimum capital and surplu~ reqUirements m

all states in which it is licensed to transact busmess; and
(C) That its capital and surplus levels are adequate relative to

its distribution by type and level of risk of its invested assets a~d

the business being written, and attaches any and all documents m
support thereof; and

iv. The quarterly statement for the quarter immediately preceding
the application, except for renewals which shall require the quarterly
statement due May 15;

6. *Either:*
*i.* Maintains a surplus as regards policyholders in an amount

not less than $20,000,000 and whose accreditation has not been
denied by the Commissioner within ~20 days of filing. its sUbmi~sio~

with the Commissioner*[,]**;* or *[m the case of reinsurers With]
*ii. Maintains a* surplus as regards policyholders of less than

$20,000,000 whose accreditation has been approved by the Com-
missioner; and ..

7. Provides any additional information which may Include, but IS
not limited to, information which the Commissioner deems necessary
to ensure that the particular reinsurer's condition and methods of
operation are not such as would render its operations hazardous to
the public or its policyholders. .. . .

(b) The above information shall be filed With the CommiSSioner
at:

Attention: Reinsurance Accreditation
Division of Financial Examinations
Department of Insurance
20 West State Street
*[CN325]* *CN 325*
Trenton, New Jersey 08625

(c) *[An]* *Except for applicants for accreditation that m:i.n~.in

surplus as regards policyholders of less than $20,000,000, an. Imtlal
application for accred.itation shall be de~med ~p~roved unless the
Commissioner transmits a letter to the filer, wlthm 120 days from
the date of the filing of the completed application identifying the
reasons upon which the Commissioner has denied. t~~ filer's ac­
creditation. Where a filing is deemed approved, the initial approval
shall be valid until August 31. If the initial approval is issued a~ter

June 1, it shall be deemed valid until August 31, of the followmg
year. . ..

(d) A reinsurer shall apply for renewal of Its accreditation annual-
ly at the address in (b) above, ~o the attenti<.m ?f "Re?ew:al Re­
insurance Accreditation." The reinsurer shall file ItS applicatIOn for
renewal no later than June 1 of any year in which it seeks to continue
its accreditation and shall submit updated information as required
in (a) above.

(e) A renewal filed in accordance with the above shall be deemed
approved unless denied by the Commissioner prior .to. AUgus~ 3~.

(f) An accredited reinsurer shall notify the CommissIOner wlthm
30 days of the occurrence of any of the following actions taken
against it by any state or jurisdiction:. .

1. Any limitation on its ability to write new or renewal busmess;
2. Any delinquency proceedings;
3. The suspension, revocation or nonrenewal of its certificate of

authority in any state or jurisdiction; . . . .
4. An order or any action by any state or JunsdlctlOn which

requires it to cease writing new or renewal business; or
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5. Any action by any state or jurisdiction requiring that the re­
insurer file a plan or any document to increase its capital, for
example, a risk based capital plan.

(g) Where the Commissioner determi~e.s th~t an assuming ~nsurer

has failed to maintain any of the qualificatIOns set forth In (a)1
through 7 and (f) above, after written notice and opportunity for
a hearing in accordance with the Administrative Procedures Act,
N.J.S.A. 52:14B-l et seq., the Commissioner may revoke or refuse
to renew the assuming insurer's accreditation.

(h) The Department shall promulgate annually. on ~ctober 31,
a list of accredited reinsurers. The list shall be published In the New
Jersey Register as a public notice.

(i) An insurer shall be prohibited from reporting a credit w:ith
respect to reinsurance ceded after 90 days from the date an assuming
insurer has had its accreditation denied, revoked or nonrenewed.

11:2-28.5 Reinsurer domiciled and licensed in another state or
jurisdiction which employs substantially similar standards
to this subchapter

(a) An insurer shall be permitted to take a credit for reinsura~ce

ceded to an assuming insurer which, as of the date of the cedmg
insurer's statutory financial statement:

1. Is domiciled and licensed in, or in the case of a United States
branch of an alien assuming insurer, is entered through and licensed
in, a state which employs substantially similar standards regarding
credit for reinsurance to those set forth in this subchapter;

2. Submits a non-refundable filing fee of $250.00 made payable
to Treasurer, State of New Jersey;

3. Files with the Commissioner a certified copy of a certificate
of authority, a certificate of compliance or an equivalent document
which has been properly notarized as evidence that it is licensed
to transact insurance or reinsurance in its state of domicile or, in
the case of a United States branch of an assuming alien insurer,
is entered through and licensed to transact insurance or reinsurance
in at least one state;

4. Files with the Commissioner a properly executed form AR-l
(see Appendix) as evidence that it submits to this State's jurisdiction
and authority to examine its books and records;

5. Files with the Commissioner a certification executed by an
authorized officer of the reinsurer which certifies that the reinsurer's
condition and method of operations are financially sound and will
not render its operations hazardous to the public or its policyholders
as determined by the factors set forth at N.J.A.C. 11:2-27.4. The
officer shall certify that:

i. For a life and health assuming insurer, that:
(1) Its policy reserves are adequate; and . .
(2) It satisfies all minimum capital and surplu.s reqUirements In

all states in which it is licensed to transact bUSiness; and
(3) Its capital and surplus levels are adequate relative to its

distribution by type and level of risk of its invested assets a.nd the
business being written, and attaches any and all documents m sup-
port thereof; . . .

ii. For a property and casualty assuming Insurer, that net premIUm
written to surplus as to policyholders does not exceed a 3:1 premium
to surplus ratio and loss and loss adjustment expense reserve liability
to surplus does not exceed a 4:1 ratio as of the date of the certified
balance sheet from its most recent annual statement; and

iii. Except for reinsurance ceded and assumed pursuant to pooling
arrangements among insurers in the same ~olding co~pany system,
that it maintains a surplus as regards policyholders m an amount
not less than $20,000,000;

6. A reinsurer shall append to the certification set forth in (a)5
above, a certified balance sheet from the reinsurer's most recent
annual statement;

7. Within 90 days from the date of receipt of the compl~ted filing,
the filing shall either be deemed approved or the Commissioner s~all

transmit a letter to the filer which identifies the reasons upon which
the Commissioner has found that either the reinsurer's state or
jurisdiction of domicile does not employ substantially similar stan­
dards or the reinsurer otherwise fails to satisfy the requirements of
this subchapter;
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8. A reinsurer authorized pursuant to this section shall notify the
Commissioner within 30 days of the occurrence of any of the follow­
ing actions taken against it by any state or jurisdiction:

i. Any limitation on its ability to write new or renewal business;
ii. Any delinquency proceedings;
iii. A suspension, revocation or nonrenewal of its certificate of

authority in any state or jurisdiction;
iv. An order or any action by any state or jurisdiction which

requires it to cease writing new or renewal business; or
v. Any action, by any state or jurisdiction, requiring that the

reinsurer file a plan or any document to increase its capital, for
example, a risk based capital plan.

9. The above information shall be filed with the Commissioner
at:

Attention: Reinsurance-Similar Standards
Division of Financial Examinations
New Jersey Department of Insurance
20 West State Street
CN 325
Trenton, New Jersey 08625

11:2-28.6 Reinsurer maintaining trust funds
(a) An insurer shall be permitted to take a credit for reinsurance

ceded to an assuming insurer where as of the date of the ceding
insurer's statutory financial statement the assuming insurer meets
the standards set forth in (a)1 and 2 below, in accordance with the
procedures set forth in (a)3 through 8 below:

1. The assuming insurer maintains a trust fund in an amount
prescribed in (b) below in a qualified United States financial institu­
tion for the payment of the valid claims of its United States
policyholders and ceding insurers, their assigns and successors in
interest.

2. The assuming insurer files with the Commissioner a letter
requesting authorization to provide reinsurance. The letter shall
specify: that the reinsurer seeks authorization based on the fact that
it maintains trust funds for the benefit of its ceding insurers and
United States policyholders; the location of the trust funds; and a
list of documents and information submitted therewith and upon
which the assuming insurer shall rely in connection with its request
for authorization. The reinsurer shall submit to the Commissioner
the following:

i. A nonrefundable filing fee made payable to Treasurer, State
of New Jersey of $1,000 for an initial filing and $1,000 for a renewal
filing;

ii. A properly executed form AR-l;
iii. A description of which categories of insurance are effected by

the cessions;
iv. A certification executed by an authorized officer of the re­

insurer which certifies that the reinsurer's condition and method of
operations are financially sound and will not render its operations
hazardous to the public or its policyholders as determined in ac­
cordance with the factors set forth at N.J.A.C. 11:2-27.4. The officer
shall certify:

(1) For a life and health assuming insurer, that:
(A) Its policy reserves are adequate;
(B) It satisfies all minimum capital and surplus requirements in

all states in which it is licensed to transact business; and
(C) Its capital and surplus levels are adequate relative to its

distribution by type and level of risk of its invested assets and the
business being written, together with any and all documents in
support thereof;

(2) For a property and casualty assuming insurer, that net
premium written to surplus as to policyholders does not exceed a
3:1 premium to surplus ratio and loss and loss adjustment expense
reserve liability to surplus does not exceed a 4:1 ratio as of the date
of the certified balance sheet from its most recent annual statement;
and

(3) To the accuracy of the information required by (b) below;
v. A certified balance sheet from the reinsurer's most recent

annual statement; and
vi. A list of the assets of the trust certified by the trustee.
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3. The information in (a)1 and 2 shall be filed with the Com-
missioner at:

Attention: Reinsurance Trust Fund
Division of Financial Examinations
New Jersey Department of Insurance
20 West State Street
CN 325
Trenton, New Jersey 08625

4. A reinsurer shall reapply for authorization annually at the
address set forth in (a)3 above no later than June 1 of each year.

5. Within 30 days from receipt of the information in (a)l and 2
above the Commissioner shall notify the filer of any deficiencies in
its submission and the filer shall have 30 days to cure such de­
ficiencies.

6. Within 90 days from the date of receipt of the completed filing,
the filing shall either be deemed approved or the Commissioner shall
transmit a letter to the filer which identifies the reasons upon which
he or she has relied to determine that the filer has not met the
requirements of this section and that insurers shall be prohibited
from reporting credits for reinsurance for insurance ceded to the
filer.

7. A reinsurer authorized pursuant to this section shall notify the
Commissioner within 30 days of the occurrence of any of the follow­
ing actions taken against it by any state or jurisdiction:

i. Any limitation on its new or renewal business;
ii. Any delinquency proceedings;
iii. Its certificate of authority is suspended, revoked or

nonrenewed in any state or jurisdiction;
iv. An order has been entered or any action has been taken by

any state or jurisdiction which requires it to cease writing new or
renewal business; *[and]* ·or·

v. Any action, by any state or jurisdiction, requiring that the
reinsurer file a plan or any document to increase its capital, for
example, a risk based capital plan.

8. An assuming insurer shall report annually to the Commissioner
substantially the same information as that required to be reported
on the NAIC annual statement form by licensed insurers to be
evaluated by the Commissioner, including, but not limited to: a
recent actuarial opinion which certifies to the adequacy of the loss
and loss adjustment expense reserve liabilities, and, where appli­
cable, life and health reserve liabilities, in order to determine the
sufficiency of the trust fund; and any additional information the
Commissioner deems necessary to ensure that the assuming insurer's
condition and method of operation are not such as would render
its operations hazardous to the public or policyholders in this State.

(b) In order to qualify as a reinsurer as provided in (a) above,
an assuming insurer shalJ establish a trust fund. The trust fund
established by the assuming insurer shall meet the following stan­
dards based upon the following category of assuming insurer into
which it falls:

1. The trust fund for a single assuming insurer shall consist of
a trusteed account *[representing]* ·in an amount not less than·
the assuming insurer's liabilities attributable to business written in
the United States, and, in addition, a trusteed surplus of not less
than $20,000,000.

2. The trust fund for a group of insurers, which group includes
individual unincorporated underwriters, shall consist of a trusteed
account *[representing]* ·in an amount not less than· the group's
aggregate liabilities attributable to business written in the United
States and, in addition, the group shall maintain a trusteed surplus
of *[which]* ·not less than· $100,000,000 shall be held jointly for
the benefit of the United States ceding insurers of any member of
the group. The group shall make available to the Commissioner an
annual certification of the solvency of each underwriter for the fiscal
period immediately preceding, which fiscal period shall not be less
than one year, by the group's domiciliary regulator and its indepen­
dent certified public accountant.

3. The trust fund for a group of incorporated insurers under
common administration which complies with the filing requirements
set forth in this section whose members possess aggregate
policyholder's surplus of $10,000,000,000, calculated and reported in
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substantially the same manner as prescribed by the annual statement
instructions and Accounting Practices and Procedures Manual of the
NAIC, and which has continuously transacted an insurance business
outside the United States for at least three years immediately prior
to making application for accreditation, shall consist of funds in trust
in an amount not less than the group's several liabilities "[pursuant]"
*attributable* to business ceded by United States ceding insurers
to any members of the group pursuant to reinsurance contracts
issued in the name of such group and, in addition, the group shall
maintain a joint trusteed surplus of which not less than $100,000,000
shall be held jointly and exclusively for the benefit of the United
States ceding insurers of any member of the group. The group shall
file a properly executed form AR-l as evidence of its submission
to this State's authority to examine the books and records of any
of its members and shall certify that any member examined will bear
the expense of any such examination. The group shall make available
to the Commissioner annual certifications by the members'
domiciliary regulators and their independent certified public accoun­
tants of the solvency of each member of the group for the fiscal
period immediately preceding which fiscal period shall not be less
than one year.

(c) The trust required by (b) above shall be established in a form
approved by the Commissioner and in compliance with this section,
and the content, location, legal currency and financial institutions
shall be acceptable to the Commissioner. The trust instrument shall
provide that:

1. Contested claims shall be valid and enforceable out of funds
in trust to the extent remaining unsatisfied 30 days after entry of
the final order of any court of competent jurisdiction in the United
States;

2. Legal title to the assets of the trust shall be vested in the
trustees of the trust for the benefit of the grantor's United States
policyholders and ceding insurers, their assignees and successors in
interest;

3. The trust shall be subject to examination as determined by the
Commissioner;

4. The trust shall remain in effect for as long as the assuming
insurer, or any member or former member of a group of insurers,
shall have outstanding obligations due under reinsurance agreements
subject to the trust;

5. No later than February 28 of each year the trustees of the trust
shall report to the Commissioner in writing setting forth the balance
of the trust and listing the trust's investments at the preceding year's
end, and shall certify the date of termination of the trust, if so
planned, or certify that the trust shall not expire prior to the next
following December 31.

i. The trust assets deposited in the trust account shall be valued
according to their current fair market value and shall consist only
of cash (United States legal tender), certificates of deposit (issued
by a United States bank and payable in United States legal tender)
investments of stocks and bonds listed by the NAIC's Securities
Valuation Office or any obligations issued by the State of New Jersey
or any of its political subdivisions, or any combination of the above,
provided that such investments are issued by an institution that is
not the grantor, beneficiary, parent, subsidiary or an affiliate of
either the grantor or the beneficiary; and

6. No amendment to the trust shall be effective unless filed with
and approved in advance by the Commissioner.

11:2-28.7 Credit for reinsurance required by law
(a) An insurer may be permitted to take a credit for reinsurance

ceded to an assuming insurer which does not meet any of the
requirements set forth at section 11:2-28.3, 28.4, 28.5 or 28.6, but
only with respect to the insurance of risks located in jurisdictions
where such reinsurance is required or provided by the applicable
law or regulation of that jurisdiction. As used in this section,
"jurisdiction" means any state, district or territory of the United
States and any lawful national government.

(b) A credit may taken for insurance ceded by a "[domestic]"
*ceding* insurer to a state owned or controlled insurance or re­
insurance "[companies]" *company* or a ceding company participat-
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ing in pools, guaranty funds or joint underwriting associations re­
quired by statute, regulation or administrative order.

11:2-28.8 Reduction from liability for reinsurance ceded to an
unauthorized assuming insurer

(a) An insurer shall be permitted to take a reduction from liability
for reinsurance ceded to an assuming insurer not meeting the re­
quirements of N.J.A.C. 11:2-28.3, 28.4, 28.5, 28.6 or 28.7 in an
amount which does not exceed the liabilities carried by the ceding
insurer. Such reduction shall be in the amount of the funds held
by or on behalf of the ceding insurer, including funds held in trust
for the exclusive benefit of the ceding insurer, under a reinsurance
contract with such assuming insurer as security for the payment of
obligations thereunder. Such security shall be held in the United
States subject to withdrawal solely by and under the exclusive control
of the ceding insurer, or in the case of a trust held in a qualified
United States financial institution, subject to withdrawal solely by
and under the exclusive control of the ceding insurer.

(b) The security shall be in the form of:
1. Cash (United States legal tender);
2. Securities listed by the Securities Valuation Office of the NAIC

and qualified as admitted assets;
3. Clean, irrevocable, evergreen, unconditional letters of credit

issued or confirmed by a qualified United States institution no later
than December 31st of the year for which filing is being made, and
in the possession of the ceding company on or before the filing date
of its annual statement. Letters of credit meeting applicable stan­
dards of issuer acceptability as of the dates of their issuance or
confirmation shall, notwithstanding the issuing or confirming
qualified United States financial institution's subsequent failure to
meet applicable standards of issuer acceptability, continue to be
acceptable as security until their expiration, extension, renewal,
modification or amendment, whichever first occurs, unless the issuer
has been declared insolvent under applicable statutory or regulatory
provisions; or

4. Any other form of security approved by the Commissioner upon
formal request.

11:2-28.9 Trust agreements qualified pursuant to N.J.A.C. 11:2-28.8
(a) An admitted asset or a reduction from liability for reinsurance

ceded to an unauthorized assuming insurer pursuant to N.J.A.C.
11:2-28.8 shall be permitted only when the requirements set forth
below and in N.J.A.C. 11:2-28.10 and 28.11 are met.

1. The beneficiary, the grantor and a trustee shall enter into a
trust agreement. The trustee shall be a qualified United States
financial institution.

2. The trust agreement shall create a trust account into which the
trust's assets shall be deposited.

3. All assets in the trust account shall be held by the trustee at
the trustee's office in the United States, except that a bank may
apply for the Commissioner's permission to use a foreign branch
office of such bank as trustee for trust agreements established
pursuant to this section. If the Commissioner approves the use of
such foreign branch office as trustee, then its use must be approved
by the beneficiary in writing and the trust agreement must provide
that the written notice described in 4i below must also be presen­
table, as a matter of legal right, at the trustee's principal office in
the United States. The trust assets shall consist of cash (United
States legal tender), "[certificate]" *certificates* of deposit (issued
by a United States bank and payable in United States legal tender),
investments of stocks and bonds listed by the NAIC's Securities
Valuation Office, or any obligations issued by the State of New
Jersey or any of its political subdivisions, or any combination of the
above, provided that such investments are issued by an institution
that is not the parent, subsidiary or an affiliate of either the grantor
or the beneficiary.

4. The trust agreement shall provide that:
i. The beneficiary shall have the right to withdraw assets from

the trust account at any time, without notice to the grantor, subject
only to written notice from the beneficiary to the trustees;

ii. No other statement or document is required to be presented
in order to withdraw assets, except that the beneficiary may be
required to acknowledge receipt of withdrawn assets;
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iii. It is not subject to any conditions or qualifications outside of
the trust agreement; and

iv. It shall not contain references to any other agreements or
documents except as provided below in (a)l1 below.

5. The trust agreement shall be established for the *sole* benefit
of the beneficiary.

6. The trust agreement shall require the trustee to:
i. Receive assets and hold all assets in a safe place;
ii. Determine that all assets are in such form that the beneficiary

or the trustee, upon direction by the beneficiary, may whenever
necessary negotiate any such assets, without consent or signature
from the grantor or any other person or entity;

iii. Furnish to the grantor and the beneficiary a statement of all
assets in the trust account upon its inception and at intervals no
less frequent than the end of each calendar quarter;

iv. Notify the grantor and the beneficiary within ten days, of any
deposits to or withdrawals from the trust account;

v. Upon written demand of the beneficiary, immediately take any
and all steps necessary to transfer absolutely and unequivocally all
right, title and interest in the assets held in the trust account to
the beneficiary and deliver physical custody of the assets to the
beneficiary; and

vi. Allow no substitutions or withdrawals of assets from the trust
account, except on written instructions from the beneficiary, except
that the trustee may, without the consent of, but with notice to, the
beneficiary, upon call or maturity of any trust asset, withdraw such
asset upon condition that the proceeds are paid into the trust
account.

7. The trust agreement shall provide that at least 30 days, but
not more than 45 days, prior to termination of the trust account,
written notification of termination shall be delivered by the trustee
to the beneficiary.

8. The trust agreement shall be made subject to and governed
by the laws of the state in which the trust is established and shall
at minimum conform to the standards set forth in these rules.

9. The trust agreement shall prohibit invasion of the trust corpus
for the purpose of paying compensation to, or reimbursing the
expenses of, the trustee.

10. The trust agreement shall provide that the trustee shall be
liable for its own negligence, willful misconduct or lack of good faith.

11. Notwithstanding other provisions of this subchapter, when a
trust agreement is established in conjunction with a reinsurance
agreement covering risks other than life, annuities and accident and
health, where it is customary practice to provide a trust agreement
for a specific purpose, such a trust agreement may provide that the
ceding insurer shall undertake to use and apply amounts drawn upon
the trust account, without diminution because of the insolvency of
the ceding insurer or the assuming insurer or the inability of the
ceding insurer to pay all or any part of a claim, for the following
purposes:

i. To payor reimburse the ceding insurer for the assuming in­
surer's share under the specific reinsurance agreement regarding any
losses and allocated loss expenses paid or owed by the ceding insurer,
but not recovered from the assuming insurer, or for unearned
premiums due to the ceding insurer if not otherwise paid by the
assuming insurer;

ii. To make payment to the assuming insurer of any amounts held
in the trust account that exceed 102 percent of the actual amount
required to fund the assuming insurer's obligations under the specific
reinsurance agreement; or

iii. Where the ceding insurer has received notification of termina­
tion of the trust account and where the assuming insurer's entire
obligations under the specific reinsurance agreement remain
unliquidated and undischarged 10 days prior to the termination date,
to withdraw amounts equal to the obligations and deposit those
amounts in a separate account, in the name of the ceding insurer
in any qualified United States financial institution apart from its
general assets, in trust for such uses and purposes specified in (a)l1i
and (a)l1ii above as may remain executory after such withdrawal
and for any period after the termination date.

INSURANCE

12. The trust agreement shall provide that the trustee shall resign
upon delivery of a written notice of resignation, effective not less
than 90 days after receipt by the beneficiary and grantor of the notice
and that the trustee may be removed by the grantor by delivery to
the trustee and the beneficiary of a written notice of removal,
effective not less than 90 days after receipt by the trustee and the
beneficiary of the notice, provided that no such resignation or
removal shall be effective until a successor trustee has been duly
appointed and approved by the beneficiary and the grantor and all
assets in the trust have been duly transferred to the new trustee.

(b) The trust agreement may provide for the following conditions:
1. That the grantor may have the full and unqualified right to

vote any shares of stock in the trust account and to receive from
time to time payments of any dividends or interest upon any shares
of stock or obligations included in the trust account. Any such
interest or dividends may be either forwarded promptly upon receipt
to the grantor or deposited in a separate account established in the
grantor's name;

2. That the trustee may have the authority to invest and accept
substitutions of any funds in the account, provided that no invest­
ment or substitution may be made without prior approval of the
beneficiary, unless the trust agreement specifies categories of invest­
ments acceptable to the beneficiary and authorizes the trustee to
invest funds and to accept substitutions which the trustee determines
are at least equal in market value to the assets withdrawn and that
are consistent with the restrictions in (c)lii below;

3. The beneficiary may at any time designate a party to which
all or part of the trust assets are to be transferred. Such transfer
may be conditioned upon the trustee receiving, prior to or
simultaneously, other specified assets; and

4. Upon termination of the trust account, all assets not previously
withdrawn by the beneficiary shall, with written approval by the
beneficiary, be delivered over to the grantor.

(c) A reinsurance agreement may provide provisions to be in­
cluded in a trust agreement and the trust account established there­
under.

1. A reinsurance agreement, which is entered into in conjunction
with a trust agreement and the establishment of a trust account, may
contain provisions that:

i. The assuming insurer may enter into a trust agreement and may
establish a trust account for the benefit of the ceding insurer and
specify what the agreement is to cover;

ii. Assets deposited in the trust account shall be valued according
to their current fair market value and shall consist only of cash
(United States legal tender), certificates of deposit (issued by a
United States bank and payable in United States legal tender), and
investments of stocks and bonds listed by the NAIC's Securities
Valuation Office or any obligations issued by the State of New Jersey
or any of its political subdivisions, or any combination of the above,
provided that such investments are issued by an institution that is
not the grantor, beneficiary, parent, subsidiary or affiliate of either
the grantor or the beneficiary. The reinsurance agreement shall
specify the types of investments to be deposited. Where a trust
agreement is entered into in conjunction with a reinsurance agree­
ment covering risks other than life, annuities and accident and
health, then the trust agreement may contain the provisions required
by this paragraph in lieu of including such provisions in the re­
insurance agreement;

iii. The reinsurance agreement entered into in conjunction with
the trust agreement may, but need not include the provisions re­
quired by (c)lii above, so long as the conditions required in (a) above
are included in the trust agreement.

iv. The assuming insurer, prior to depositing assets with the
trustee, shall execute assignments or endorsements in blank, or
transfer legal title to the trustee of all shares, obligations or any
other assets requiring assignments, in order that the ceding insurer,
or the trustee upon the direction of the ceding insurer, may, when­
ever necessary, negotiate these assets without consent or signature
from the assuming insurer or any other entity;

v. All settlements of account between the ceding insurer and the
assuming insurer shall be made in cash or its equivalent; and
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vi. The assuming insurer and the ceding insurer shall agree that
the assets in the trust account, established pursuant to the provisions
of the reinsurance agreement, may be withdrawn by the ceding
insurer at any time, notwithstanding any other provisions in the
reinsurance agreement, and shall be utilized and applied by the
ceding insurer or its successors in interest by .~peration ~f law,
including without limitation any liquidator, rehabilItator, receiver or
conservator of such company, without diminution because of in­
solvency on the part of the ceding insurer or the assuming insurer
or the inability of the ceding insurer to pay all or any part of a
claim, only for the following purposes:

(1) To reimburse the ceding insurer for the ass~~ing i~surer's

share of premiums returned to the owners of pohcl~s reInsured
under the reinsurance agreement because of cancellations of such
policies; "

(2) To reimburse the ceding insurer or pay an Insolvent cedl~g

insurer for the assuming insurer's share of surrenders and benefits
or losses paid by the ceding insurer or owed by an insolvent ceding
insurer pursuant to the provisions of the policies reinsured under
the reinsurance agreement;

(3) To fund an account with the ceding insurer in an amount at
least equal to the deduction, for reinsurance ceded, from the
'[ceded]' 'ceding' insurer liabilities for policies ceded under the
agreement. The account shall include, ~ut not be ~imite~ to, amou~ts
for policy reserves, claims and losses Incurred, IncludIng losses In­
curred but not reported, loss adjustment expenses and unearned
premium reserves; and

(4) To pay any other amounts the ceding insurer claims are due
under the reinsurance agreement.

2. The reinsurance agreement may also contain provisions that:
i. The assuming insurer may seek approval from the ceding in­

surer to withdraw from the trust account all or any part of the trust
assets and transfer those assets to the assuming insurer, and the
ceding insurer shall not unreasonably or arbitrarily withhold its
approval provided:

(1) The assuming insurer shall, at the time of withdrawal, replace
the withdrawn assets with other qualified assets having a market
value equal to the market value of the assets withdrawn so as to
maintain at all times the deposit in the required amount; or

(2) After withdrawal and transfer, the market ~alue of the trust
account is no less than 102 percent of the reqUired amount;

ii. Any amount withdrawn in excess of the actual amounts re­
quired for (c)lvi(I), (2) and (3) or in the case of (c)lvi(4) any
amounts that are subsequently determined not to be due shall be
returned;

iii. Interest shall be paid at a rate not in excess of the prime rate
of interest as reported in the Federal Reserve Bulletin, on the
amounts held pursuant to subsection (c)lvi(3); and

iv. An award by any arbitration panel or court of competent
jurisdiction shall be permitted for: "

(1) Interest at a rate different from that proVided In iii above;
(2) Court of arbitration costs;
(3) Attorney's fees; and
(4) Any other reasonable expenses.. . . . .
3. The reinsurance agreement shall contaIn a proVISIOn, If apph-

cable, which requires that a reinsurance intermediary'[:
i. Is a fiduciary for the reinsurer; and
ii. Shall]' 'shall' hold any and all funds collected on the re­

insurer's behalf, in a fiduciary capacity, in a qualified United States
financial institution.

(d) A trust agreement may be. used to r~du~e any liability for
reinsurance ceded to an unauthorIZed assumIng Insurer as reflected
in financial statements required to be filed with the Departme.nt in
compliance with the provisions of this subchapter when estabhs~ed

on or before the date of filing of the financial statement of the cedIng
insurer. The reduction for the existence of an acceptable trust
account may be up to the current fair market value of accept~ble

assets available to be withdrawn from the trust account at that time,
but such reduction shall be no greater than the specific obligations
under the reinsurance agreement that the trust account was
established to secure.

ADOPTIONS

(e) Any trust agreement or underlying reinsurance ag~eement in
existence prior to August 16, 1993 shall be acceptable until February
12, 1994, at which time any and all trust agreements shall comply
with this subchapter.

(f) The failure of any trust agreement to specifical!y identi~ the
beneficiary shall not be construed to affect any actions or fights
which the Commissioner may take or possess pursuant to the
provisions of the laws of this State.

11:2-28.10 Letters of credit qualified pursuant to NJ.A.C. 11:2-28.8
(a) A letter of credit shall be clean, irrevoca~I~, ever¥reen, and

unconditional and issued or confirmed by a qualIfied Umted States
financial institution. The letter of credit shall contain an issue date
and date of expiration and shall stipulate that t~e beneficiary ~eed

only draw a sight draft under the letter of credit and present It to
obtain funds and that no other document need be presented. The
letter of credit shall also indicate that it is not subject to any
condition or qualifications outside of the letter of credit. The letter
of credit itself shall not contain reference to any other agreements,
documents or entities, except as provided in (i)1 below. If a. c~)Urt
of law appoints a successor in interest to the named benefiCiary,
then the named beneficiary includes and is limited to the court
appointed domiciliary receiver, conservator, rehabilitator or
liquidator. .. .

(b) The heading of the letter of credit may Include a boxed section
which contains the name of the applicant and other appropriate
notations to provide a reference for the letter of credit. The boxed
section shall be clearly marked to indicate that such information is
for internal identification purposes only.

(c) The letter of credit shall contain a stateme~t to t.he ~ffe~t t?at
the obligation of the qualified United States fInanCial lI~StltutlOn

under the letter of credit is in no way contingent upon reimburse­
ment with respect thereto.

(d) The term of the letter of credit ~~all ~e for at least one y~ar

and shall contain an "evergreen clause which prevents the expira­
tion of the letter of credit without due notice to the named
beneficiary from the issuing financial institution. The "evergre.en
clause" shall provide for a period of no less than 30 days' notice
prior to expiry date or nonrenewal. ...

(e) The letter of credit shall state whether It IS subject to and
governed by the laws of this ~tate or the Unif~rm Customs and
Practice for Documentary Credits of the InternatIOnal Chamber of
Commerce Publication 400 or any subsequent revisions, and all
drafts dra~ thereunder shall be presentable at an office in the
United States of a qualified United States financial institution.

1. Publication 400 can be obtained by contacting ICC Publishing,
Inc. at (212) 206-1150 or by writing to it at 156 Fifth Avenue, STE
820, New York, New York 10010 and remitting the appropriate fees.

(f) If the letter of credit is made ~ubject to the Un~form Customs
and Practice for Documentary Credits of the InternatIOnal Chamber
of Commerce Publication 400, then the letter of credit shall
specifically address and make provision for an extension of time to
draw against the letter of credit in the event th~t ~ne or more of
the occurrences specified in Article 19 of PublIcation 400 o~l;'r.

(g) The letter of credit shall be issued or con~rmedby a qualIfIe?
United States financial institution authorized to Issue letters of credit
in accordance with these rules.

(h) Where a letter of credit is issued by ~ United States fina~~ial

institution authorized to issue letters of credit, other than a qualIfied
United States financial institution as described in (g), the following
additional requirements shall be met:

1. The issuing United States financial institution shall formally
designate the confirming qualified United States financial institution
as its agent for the receipt and payment of the drafts; and

2. The "evergreen clause" shall provide for 30 days' notice to ~he

named beneficiary or its successors in interest from the iSSUIng
financial institution prior to expiry date *[or]* 'for' nonrenewal.

(i) A reinsurance agreement, in conjunctio~ with w~i~h a letter
of credit is obtained, may contain the followmg provISIons:

1. The assuming insurer shall provide letters of credit to the
ceding insurer and specify what they are to cover.
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2. The assuming insurer and ceding insurer shall agree that the
letter of credit provided by the assuming insurer pursuant to the
provisions of the reinsurance agreement may be drawn upon at any
time, notwithstanding any other provisions in the agreement, and
shall be utilized by the ceding insurer or its successors in interest
only for one or more of the following reasons:

i. To reimburse the ceding insurer or to pay an insolvent ceding
insurer for the assuming insurer's share of premiums returned to
the owners of policies reinsured under the reinsurance agreement
on account of cancellations of such policies;

ii. To reimburse the ceding insurer for the assuming insurer's
share of surrenders and benefits or losses paid by the ceding insurer
or owed by an insolvent ceding insurer under the terms and
provisions of the policies reinsured under the reinsurance agree­
ment;

iii. To fund an account with the ceding insurer in an amount at
least equal to the deduction for reinsurance ceded from the ceding
insurer's liabilities for policies ceded under the agreement. Such
amount shall include, but not be limited to, amounts for policy
reserves, claims and losses incurred and unearned premium reserves;
or

iv. To pay any other amounts the ceding insurer claims are due
under the reinsurance agreement.

3. The provisions of (i)1 and 2 above shall be applied without
diminution because of insolvency on the part of the ceding insurer
or assuming insurer.

4. Nothing contained in (i)1 and 2 above shall preclude the ceding
insurer and assuming insurer from providing for:

i. An interest payment, at a rate not in excess of the prime rate
of interest as reported in the Federal Reserve Bulletin, on the
amounts held pursuant to (i)2iii above; or

ii. The return of any amounts drawn down on the letters of credit
in excess of the actual amounts required for the above or, in the
case of (i)2iv above, any amounts that are subsequently determined
not to be due.

5. When a letter of credit is obtained in conjunction with a
reinsurance agreement covering risks other than life, annuities and
health, where it is customary practice to provide a letter of credit
for a specific purpose, then the reinsurance agreement may, in lieu
of (i)2 above, require that the parties enter into a "Trust Agreement"
which may be incorporated into the reinsurance agreement or be
a separate document.

G) A letter of credit may not be used to reduce any liability for
reinsurance ceded to an unauthorized assuming insurer as reflected
in financial statements required to be filed with the Department
unless an acceptable letter of credit with the filing ceding insurer
as beneficiary has been issued on or before the date of filing of
the financial statement. The reduction for the letter of credit may
be up to the amount available under the letter of credit but no
greater than the specific obligation under the reinsurance agreement
which the letter of credit was intended to secure.

11:2-28.11 Other security
A ceding insurer may take credit for unencumbered funds with­

held by the ceding insurer in the United States in connection with
the reinsurance contract under which those funds are withheld,
subject to withdrawal solely by the ceding insurer and under its
exclusive control.

11:2-28.12 Reinsurance contract
(a) Credit will not be granted to a ceding insurer for reinsurance

effected with assuming insurers meeting the requirements of
N.J.A.C. 11:2-28.3, 28.4, 28.5, 28.6, or 28.8 ·of this subchapter·
unless the reinsurance agreement ·meets the following stan­
dards·:

*[1. Includes a proper insolvency clause which provides that in
the event of the insolvency of the ceding insurer, reinsurance
proceeds will be paid to the ceding insurer or its liquidator, re­
habilitator, receiver or other statutory successor on the basis of the
amount of the claim allowed in the insolvency proceeding, without
diminution by reason of the inability of the ceding insurer to pay
all or any part of the claim, except that credit is allowed:

INSURANCE

i. Where the contract specifically provides for another payee of
such reinsurance, acceptable to the Commissioner, in the event of
the insolvency of the ceding insurer; and

ii. Where the assuming insurer, with the consent of the direct
insured or insureds, has assumed such policy obligations of the
ceding insurer as direct obligations of the assuming insurer to the
insureds under such policies and in substitution for the obligations
of the ceding insurer to such insureds; and

2. Includes a provision whereby the assuming insurer, if an unau­
thorized assuming insurer, has submitted to the jurisdiction of an
alternative dispute resolution panel or court of competent jurisdic­
tion within the United States, has agreed to comply with all require­
ments necessary to give such court or panel juriSdiction, has des­
ignated an agent upon whom service of process may be effected,
and has agreed to abide by the final decision of such court or panel.

(b) The insolvency clause shall include the following provisions:
1. The amount recoverable by the liquidator from reinsurers shall

not be reduced as a result of delinquency proceedings, regardless
of any provision in the reinsurance contract or other agreement;

2. In the event of insolvency and the appointment of a re­
habilitator, conservator, liquidator or statutory successor of the ced­
ing company, the reinsurance obligation shall be payable to such
rehabilitator, conservator, liquidator or statutory successor im­
mediately upon demand, with reasonable provision for verification,
on the basis of claims allowed against the insolvent company by any
court of competent jurisdiction or by any conservator, liquidator, or
statutory successor of the company having authority to allow such
claims, without diminution because of such insolvency or because
such rehabilitator, conservator, liquidator or statutory successor has
failed to pay all or a portion of any claims. Payments by the reinsurer
as set forth above shall be made directly to the ceding insurer or
to its rehabilitator, conservator, liquidator or statutory successor;

3. The rehabilitator, conservator, liquidator or statutory successor
of a ceding insurer shall give written notice of the pendency of a
claim against the ceding insurer indicating the policy or bond re­
insured, within a reasonable time after such claim is filed. The
receiver, rehabilitator, conservator or liquidator of an insolvent ced­
ing company shall seek to arrange for the giving of notice of the
pendency of claims on reinsured policies by the liquidator or by
guaranty funds or by other persons responsible for the adjustment
and settlement of the insolvent ceding company claims. Failure to
give such notice shall not excuse the obligation of the reinsurer
unless it is substantially prejudiced thereby. If no part of the claim
is covered by a guaranty association act or similar act, the reinsurer
may interpose, at its own expense, in the proceeding where such
claim is to be adjudicated, any defense or defenses which it may
deem available to the ceding company or its conservator, liquidator
or statutory successor. The expense thus incurred by the reinsurer
shall be payable subject to court approval, out of the estate of the
insolvent ceding insurer as part of the expense of conservation,
rehabilitation, or liquidation to the extent of a proportionate share
of the benefit which may accrue to the ceding insurer in conservation,
rehabilitation, or liquidation, solely as a result of the defense under­
taken by the reinsurer; and

4. Payments by the reinsurer shall be made directly to the ceding
insurer to its conservator, liquidator or statutory successor, except
where the contract of insurance or reinsurance specifically provides
another payee for such reinsurance in the event of insolvency of
the ceding insurer.]·

.1. Includes a provision that if the assuming insurer is an unau­
thorized assuming insurer;

i. It has submitted to the jurisdiction of an alternative dispute
resolution panel or court of competent jurisdiction within the United
States;

ii. It has agreed to comply with all requirements necessary to give
such court or panel jurisdiction;

iii. It has designated an agent upon whom service of process may
be effected; and

iv. It has agreed to abide by the final decision of such court or
panel; and
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_____________________ as its lawful

in , hereby certify that

(name of assuming insurer)
under a reinsurance agreement(s) with one or more insurers domiciled

(name of state)

("Assuming Insurer"):

(name of assuming insurer)

(title of officer)

BY: _

(name of officer)

(a)
DIVISION OF FINANCIAL EXAMINATIONS AND

LIQUIDATIONS
Surplus Lines Insurance: Allocation of Premium Tax

and Surcharge
Adopted New Rules: N.J.A.C. 11 :2-34
Proposed: May 3, 1993 at 25 N.J.R. 1826(a).
Adopted: October 21, 1993 by Samuel F. Fortunato,

Commissioner Department of Insurance.
Filed: October 21, 1993 as R.1993 d.582, without change.

Authority: N.J.S.A.17:1-8.1, 17:1C-6(e), 17:22-6.57,6.58,6.59,
6.61,6.64,6.65,6.73,6.75(2),6.76, and 54:49-3 and 4.

Effective Date: November 15, 1993.
Expiration Date: November 30, 1995.

Summary of Public Comments and Agency Responses:
One public comment was received from the Surplus Lines Association

of New Jersey, Inc.
COMMENT: The commenter questioned how the New Jersey surplus

lines agent should address situations in which a portion of the risk or
exposure is not in New Jersey. The commenter stated that, for example,
if they have a risk domiciled in New Jersey but with one half of its
exposure in Florida, once they pay New Jersey taxes what do they do
with the remainder.

Additionally, the commenter questioned how should the New Jersey
surplus lines agent fIle taxes for out-of-State exposures or risks, and how
should agents calculate what tax the insured should be charged.

RESPONSE: These rules provide a method by which the surplus lines
premium receipt tax and assessments are computed on the portion of
the premium allocable to risk or exposures in this State. The Department
does not have the authority to determine the method by which taxes
and assessments are computed or paid on exposures or risks for other
states. In order to determine this procedure, the surplus lines agent
should contact the specific state for which he or she is required to pay
taxes.

COMMENT: The commenter questioned whether surplus lines agents
need to complete a surplus lines affidavit for each state in which the
insured has risks or exposures.

RESPONSE: These rules require a New Jersey surplus lines affidavit
to be completed for each placement with risks or exposures in this State.

COMMENT: The commenter questioned whether surplus lines agents
need to file an affidavit in cases where the insured is domiciled in New
Jersey but has the majority of its exposures in another state.

RESPONSE: The New Jersey surplus lines agent is required to me
an affidavit and collect taxes from the insured on the portion of premium
allocable to risks or exposures in this State, pursuant to N.J.S.A.
17:22-6.40 et seq. and these rules.

(ceding insurer's state of domicile)
Insurer and undertakes to submit additions to or deletions from the list
to the Insurance Commissioner at least once per calendar quarter.

Dated: _

3. Submits to the authority of the Insurance Commissioner of

to examine its
(ceding insurer's state of domicile)

books and records and agrees to bear the expense of any such examina­
tion.

4. Submits with this form a current list of insurers domiciled in

reinsured by Assuming

*[REG11228ILRWPC]* *REG11228.A/LRWPC*

of

APPENDIX

FORM AR-l
CERTIFICATE OF ASSUMING INSURER

(name of officer)

I,..., _

(title of officer)

__________________ , the assuming insurer

(name of assuming insurer)

1. Submits to the jurisdiction of any court of competent jurisdiction in

for the adjudication of any
(ceding insurer's state of domicile)

issues arising out of the reinsurance agreement(s), agrees to comply with
all requirements necessary to give such court jurisdiction, and will abide
by the final decision of such court or any appellate court in the event
of an appeal. Nothing in this paragraph constitutes or should be under­
stood to constitute a waiver of Assuming Insurer's rights to commence
an action in any court of competent jurisdiction in the United States,
to remove an action to a United States District Court, or to seek a
transfer of a case to another court as permitted by the laws of the United
States or of any state in the United States. This paragraph is not intended
to conflict with or override the obligation of the parties to the reinsurance
agreement(s) to arbitrate their disputes if such an obligation is created
in the agreement(s).

2. Designates the Insurance Commissioner oLf _

(ceding insurer's state of domicile)
attorney upon whom may be served any lawful process in any action,
suit or proceeding arising out of the reinsurance agreement(s) instituted
by or on behalf of the ceding insurer.

2. Includes an insolvency clause which shall provide the following:
i. In the event of a receivership, the reinsurance recoverables due

under any reinsurance contract shall be payable by the reinsurer
directly to the receiver, after reasonable provision for verification,
on the basis of claims allowed against the insolvent company by
any court or competent jurisdiction having authority to allow such
claims or allowed by the receiver as a result of the conclusion of
the claim filing, approval and appeal process before the receiver.
Regardless of any provision in the reinsurance contract or other
agreement to the contrary, payment shall be made without diminu­
tion because of such insolvency or because the receiver has failed
to pay all or a portion of any claims;

ii. The receiver of a ceding insurer shall give or arrange to give
to the reinsurer, written notice of the pendency of a claim against
the ceding insurer, within a reasonable period of time after the
initiation of the receivership. Failure to give such notice shall not
excuse the obligation of the reinsurer unless it is substantially
prejudiced thereby. The reinsurer may interpose, at its own expense,
in the proceeding where such claim is to be adjudicated, any defense
or defenses which it may deem available to the ceding company or
its receiver. The reasonable expense thus incurred by the reinsurer
shall be payable, subject to court approval, out of the estate of the
insolvent ceding insurer as part of the expense of the receivership
to the extent of a proportionate share of the benefit which may
accrue to the ceding insurer in receivership, solely as a result of
the defense undertaken by the reinsurer, and

iii. Payments by the reinsurer shall be made directly to the
receiver of the ceding insurer except where the contract of insurance
or reinsurance specifically provides another payee for such re­
insurance in the event of the insolvency of the ceding insurer.*

11:2-28.13 Contracts affected
All new and renewal reinsurance transactions entered into after

February 5, 1994 shall meet the standards set forth in this chapter
if credit is to be given to the ceding insurer for such reinsurance.
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Full text of the adoptions follows:

SUBCHAPTER 34. SURPLUS LINES INSURANCE:
ALLOCATION OF PREMIUM TAX AND
SURCHARGE

11:2-34.1 Purpose and scope
(a) This subchapter sets forth the method by which the surplus

lines premium receipts tax imposed pursuant to N.J.S.A. 17:22-6.59
and 6.64 and the New Jersey Surplus Lines Insurance Guaranty Fund
assessment imposed pursuant to N.J.S.A. 17:22-6.75 is computed on
the portion of the premium which is properly allocable to the risks
or exposures located within this State.

(b) This subchapter applies to all surplus lines agents and insureds
required to forward premium receipts tax to the Commissioner
pursuant to NJ.S.A. 17:22-6.59 and 6.64, and assessments to the New
Jersey Surplus Lines Insurance Guaranty Fund pursuant to N.J.S.A.
17:22-6.75a(2).

11:2-34.2 Definitions
The following words and terms, when used in this subchapter shall

have the following meanings, unless the context clearly indicates
otherwise:

"Allocation Schedule" means the schedule in the Appendix to this
subchapter incorporated by reference which sets forth the criteria
for tax allocation to New Jersey of a portion of the premium of
multi-state risks.

"Commissioner" means the Commissioner of the New Jersey
Department of Insurance.

"Department" means the New Jersey Department of Insurance.
"Guaranty fund" means the New Jersey Surplus Lines Insurance

Guaranty Fund created by N.J.S.A. 17:22-6.73.
"Located in New Jersey" or "in New Jersey" means a physical

presence in or headquartered in the State of New Jersey.
"Surplus lines agent" means an individual licensed pursuant to

N.J.S.A. 17:22A-l et seq. and N.J.A.C. 11:17-2.2 to place insurance
coverages with unauthorized insurers.

"Surplus lines insurer" means an unauthorized insurer which is
eligible for placement of insurance coverage pursuant to NJ.S.A.
17:22-6.42, 6.43 and 6.45.

"Unauthorized insurer" means an insurer that is not duly
authorized to transact business in this State by a current certificate
of authority issued pursuant to N.J.S.A. 17:17-1 et seq. for domestic
insurance companies and N.J.S.A. 17:32-1 et seq. for foreign com­
panies, and any other laws of this State.

11:2-34.3 Allocation of premium tax and surcharge
(a) Each surplus lines agent shall on or before the end of the

month next following each year calendar quarter file with the Com­
missioner a verified report in duplicate of all surplus lines insurance
transacted, or not transacted, during such calendar quarter as set
forth in N.J.S.A. 17:22-6.58. The surplus lines agent shall collect from
the insured and forward to the Commissioner the appropriate
amount of tax collected for each quarterly period as set forth in
N.J.S.A. 17:22-6.59 which shall be allocated as set forth in this
subchapter when a surplus lines policy covers risks or exposures only
partially located within this State.

(b) Premiums charged by eligible surplus lines insurers in this
State are subject to a surcharge of up to four percent calculated
in accordance with N.J.S.A. 17:22-6.75(2). The surplus lines agent
shall collect from the insured and forward to the Fund the amount
of the surcharge on a quarterly payment basis.

(c) The surplus lines agent or insured shall determine the
premium and surcharge properly allocable to risks or exposures
located in this State by using the method of allocation according
to the Allocation Schedule set forth in the Appendix to this
subchapter, which is hereby incorporated by reference, which per­
tains to the classification describing the coverage.

(d) If the Allocation Schedule does not identify a classification
appropriate to the property or risk located in this State, the surplus
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lines agent or insured shall use an alternative equitable method of
allocation for the property or risk.

(e) If a policy covers more than one classification:
1. For any portion of the coverage identified by a classification

on the Allocation Schedule, the tax shall be computed using the
Allocation Schedule for the corresponding portion of the premiums.

2. For any portion of the coverage not identified by a classification
on the Allocation Schedule, the tax shall be computed as set forth
in (d) above.

3. For any portion of the coverage where the premium is in­
divisible, the tax shall be computed by using the method of allocation
that pertains to the classification on the Allocation Schedule describ­
ing the predominant coverage.

(f) If, in the opinion of the Commissioner, the information
provided by the surplus lines agent or insured is insufficient to
support its method of allocation, or if the Commissioner determines
that the method used is incorrect, the Commissioner shall determine
an equitable and appropriate method of allocation as follows:

1. If the Allocation Schedule identifies a classification appropriate
to the coverage, the Commissioner shall use the method of allocation
as set forth in (c) above.

2. If the Allocation Schedule does not identify the classification
appropriate to the coverage, the Commissioner, in determining an
alternate method of allocation, shall give significant weight to
documented evidence of the underwriting exposure basis and any
other criteria used by the insurer to determine the policy premium.
The Commissioner may also consider other available information to
the extent he or she finds the information sufficient and relevant,
including, but not limited to, the following:

i. The percentage of the insured's physical assets in this State;
ii. The percentage of the insured's employee payroll in this State;
iii. The percentage of the insured's sales in this State; and
iv. The amount of premium tax paid to another jurisdiction.
(g) The listing of any coverage of insurance in the Allocation

Schedule shall not mean that such coverage has been deemed by
the Commissioner as eligible for export. No coverage shall be eligible
for export unless the conditions set forth in NJ.S.A. 17:22-6.43 are
satisfied.

11:2-34.4 Duty to file allocation form
(a) The surplus lines agent shall file a copy of the work sheets

which show the method of allocation when it employs an alternative
method of allocation to compute the surplus lines insurance
premium tax in accordance with N.J.S.A. 17:22-6.57 and 6.58 and
all renewals, until such time as a different method is approved and
filed.

(b) The insured or self-insured shall file a copy of the allocation
form when it employs an alternative method of allocation to compute
the surplus lines insurance premium tax in accordance with N.J.S.A.
17:22-6.64 and 6.65, and all renewals, until such time the alternative
method is approved and filed.

11:2-34.5 Duty to keep records
(a) The surplus lines agent shall maintain records concerning the

method used to compute the surplus lines insurance premium tax
in accordance with N.J.S.A. 17:22-6.57 and 6.58, including those
records as indicated in the allocation schedule, and all renewals, for
a period not less than three years.

(b) The insured or self insured shall maintain records concerning
the method used to compute the surplus lines insurance premium
tax in accordance with N.J.S.A. 17:22-6.64 and 6.65, including those
records as indicated in the allocation schedule, and all renewals, for
a period not less than three years.

(c) These records shall be available for review by the Department
at all times and copies shall be provided to the Surplus Lines
Examining Office of the Department, upon request, at any time
during the period of retention.

11:2-34.6 Penalties
Failure to comply with the provisions of this subchapter may result

in the imposition of penalties as provided by law including, but not
limited to, N.J.S.A. 17:22-6.61, 6.64 and 6.76.
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APPENDIX

SURPLUS LINES PREMIUM TAX AND
ALLOCATION SCHEDULE

Criteria for Tax
Allocation of Multi-State Risks

ADOPTIONS

CLASSIFICATION

PROPERTY INSURANCE
Real Property (including buildings and other permanent additions)
Personal Property (including inland marine)
Business Interruption, Time Element or similar time valued coverages
Farmowners, Homeowners and Businessowners (BOP)
Aircraft
Motor Vehicle
Kidnap and Ransom
Ocean Marine

FIDELITY AND SURETY
Fidelity, Forgery and other Indemnity Bonds
Bankers Blanket Bonds
Performance Bonds
Other Surety Bonds

CREDIT INSURANCE
Credit Insurance

RESIDUAL VALUE INSURANCE
Residual Value Insurance

LIABILITY INSURANCE
Manufacturers and Contractors
Premises Operations
Owners and Contractors Protective
Products
Completed Operations
Child Care
Contractual
Recreational
Environmental Impairment
Asbestos Abatement
Employee/Member Benefit Program
Special Events
Professional Liability
Errors and Omissions
Directors and Officers:

For-profit organization

Not-for-profit organization
Hospital, Nursing Home and Adult Home

Liquor Liability
Railroad Protective
Aircraft
Motor Vehicle
Umbrella

Excess Liability

Comprehensive General Liability

ALLOCATED TO NEW JERSEY BY

Insured value of structures and other property in New Jersey
Insured value of property permanently or principally situated in New Jersey
Insured time valued elements in New Jersey
Insured value of structures and other property in New Jersey
Insured value of aircraft principally hangared in New Jersey
Insured value of motor vehicles principally garaged in New Jersey
Number of insured employees principally employed in New Jersey
None to New Jersey

Number of insured employees in New Jersey
Number of insured employees in New Jersey
Total bond value of contracts in New Jersey
Total bond value of contracts in New Jersey

Value of insured debt in New Jersey

Allocate to value of underlying property

Payroll in New Jersey
Square footage of premises in New Jersey
Cost of contract in New Jersey
Number of units manufactured in New Jersey
Receipts in New Jersey
Number of children in New Jersey
If "stand alone" policy, value of sales in New Jersey
Amount of gate receipts in New Jersey
Number of units of exposure in New Jersey
Payroll in New Jersey
Number of employees/members in New Jersey
Number of events in New Jersey
Number of named insureds in New Jersey
Revenues generated in New Jersey

Revenues generated in New Jersey
Number of employees
Headquartered in New Jersey
Number of beds in New Jersey plus one additional bed for each 100 outpatient visits
at locations in New Jersey
Receipts from sales of alcoholic beverages in New Jersey
Miles of track in New Jersey
Number of aircraft principally hangared in New Jersey
Number of motor vehicles principally garaged in New Jersey
Classification of predominant coverage; except if underlying coverages are divisible,
then use underlying classifications
If directly over primary, use underlying classifications. If over umbrella, use method
for "umbrella" coverage
Composite Rated Exposure based allocated to New Jersey

---
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(a)
DIVISION OF FINANCIAL EXAMINATIONS
Risk Retention Groups and Purchasing Groups
Adopted Concurrent New Rules: N.J.A.C. 11 :2·36
Proposed: September 7,1993 at 25 N.J.R. 4298(a).
Adopted: October 15,1993 by Samuel F. Fortunato,

Commissioner, Department of Insurance.
Filed: October 15, 1993 as R.1993 d.558, with substantive and

technical changes not requiring additional public notice and
comment (see N.J.A.C. 1:30-4.3).

Authority: N.J.S.A. 17:1-8.1, 17:1C-6(e), and P.L. 1993, c.240
(enacted August 9,1993).

Effective Date: October 15, 1993, Readoption of emergency
rules;
November 15, 1993, Changes upon adoption.

Expiration Date: November 30, 1995.
These new rules were adopted on an emergency basis and concurrently

reproposed on September 7, 1993 pursuant to NJ.S.A. 52:14B-l(c) (see
25 N.J.R. 4298(a». The present adoption of these concurrent reproposed
rules is effective upon acceptance for filing at the Office of Adminis­
trative Law (see N.J.A.C. 1:30-4.4(d», except for the changes upon
adoption, which are effective upon publication of this notice, November
15, 1993.

Summary of Public Comments and Agency Responses:
One public comment was received from a risk retention group

(Preferred Physicians Mutual).
COMMENT: One commenter expressed its concern with providing

a complete list of its membership. The commenter believes that requiring
a nationwide membership list goes beyond even New Jersey's regulatory
intent and authority and could be construed as an additional obligation
not specifically authorized by the Risk Retention Act. The commenter
stated that the Department is asking for a renewal listing of all of its
insureds. The commenter stated that no other standard type company
or agency is ever asked by the Department to provide critical information
as this. This commenter believes that there are other methods available
(that is, affidavits) which can be used to verify the Department's require­
ments which do not require the release of "protected" information. The
commenter also expressed concern that it has no assurances that this
highly proprietary information will be protected and not fall into the
hands of its competitors. The commenter also stated that even if the
list is designated as proprietary by the Department, oversights can in­
advertently happen which may allow a competitor access to this data.
The commenter further stated that its policyholders would object to their
names and addresses being provided to any outside source without their
specific written consent.

RESPONSE: The Department recognizes that for its regulatory
purposes, the requisite membership information may be verified by a
certification in lieu of requiring a listing of all members participating
in a risk retention group. Therefore, the Department has deleted from
N.J.A.C. 11:2-36.3 and Appendix A the requirement that a risk retention
group provide a listing of all its participating members. Also, the ref­
erence in Appendix D to "Risk Retention Group" has been corrected
to "Purchasing Group."

Full text of the adoption follows (additions to proposal indicated in
boldface with asterisks *thus*; deletions from proposal indicated with
brackets and asterisks *[thus1*):

SUBCHAPTER 36. RISK RETENTION GROUPS AND
PURCHASING GROUPS

11:2-36.1 Purpose and scope
(a) The purpose of this subchapter is to regulate in this State the

formation and/or operation of:
1. Foreign or alien risk retention groups; and
2. Purchasing groups formed in the United States pursuant to 15

U.S.c. §3901 et seq.
(b) This subchapter applies to:
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1. All foreign or alien risk retention groups and their legal
representatives, who are doing or intend to do business in this State;
and

2. All purchasing groups with members located in this State and
their legal representatives, who are doing or intend to do business
in this State.

11:2-36.2 Definitions
The following words and terms, as used in this subchapter, shall

have the following meanings, unless the context clearly indicates
otherwise:

"Commissioner" means the Commissioner of the New Jersey
Department of Insurance.

"Doing business in this State" means solicitation in this State,
having group members in this State, or having an office in this State.

"Domicile" means, with respect to a purchasing group: for a
corporation, the state in which the purchasing group is incorporated;
for an unincorporated entity, the state of its principal place of
business.

"Insurance" means primary insurance, excess insurance, re­
insurance, surplus line insurance and any other arrangement for
shifting and distributing risk which is determined to be insurance
pursuant to the laws of the State.

"Liability" means legal liability for damages, including the cost
of defense, legal costs and fees, and other claims expenses, because
of injuries to other persons, damage to their property, or other
damage or loss to such other persons resulting from or arising out
of: any profit or non-profit business, trade, product, services, includ­
ing professional services, premises, or operations; or any activity of
any state or local government or any agency or political subdivision
thereof, but does not include personal risk liability or an employer's
liability with respect to its employees other than legal liability under
the Federal "Employers' Liability Act," 45 U.S.c. §51 et seq.

"Plan of operation or a feasibility study" means an analysis which
presents the expected activities and results of the risk retention
group, including: information sufficient to verify that its members
are engaged in business or activities similar or related with respect
to the liability to which such members are exposed by virtue of any
related, similar or common business, trade, product, services,
premises or operations; for each state in which it intends to operate,
the coverages, deductibles, coverage limits, rates, and rating classi­
fication systems for each line of insurance the group intends to offer;
historical and expected loss experience of the proposed members
and national experience of similar exposures to the extent that this
experience is reasonably available; pro forma financial statements
and projections; appropriate opinions by a qualified actuary, includ­
ing the determination of minimum premium or participation levels
and capitalization required to commence operations and to prevent
a hazardous financial condition, which shall be in the format and
otherwise satisfy all requirements established by the Commissioner
for loss reserve actuarial opinions required to be submitted by
licensed property and casualty insurers in this State; identification
of management, underwriting and claims procedures, marketing
methods, managerial oversight methods, investment policies and
reinsurance agreements; identification of each state in which the risk
retention group has obtained, or sought to obtain, a charter and
license, and a description of its status in each such state; and such
other matters as may be prescribed by the commissioner of the state
in which the risk retention group is chartered for liability insurance
companies authorized by the insurance laws of that state.

"Purchasing group" means any group which has as one of its
purposes the purchase of liability insurance on a group basis;
purchases such insurance only for its group members and only to
cover their similar or related liability exposure; is composed of
members whose business or activities are similar or related with
respect to the liability to which members are exposed by virtue of
any related, similar or common business, trade, product, services,
premises or operations; and is domiciled in this or any other state.

"Risk retention group" means any corporation or other limited
liability association: which is organized for the primary purpose of,
and whose primary activity consists of, assuming and spreading all,
or any portion, of the liability exposure of its group members; which
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is chartered and licensed as a liability insurance company and is
authorized to engage in the business of insurance under the laws
of any state, or prior to January 1, 1985, was chartered or licensed
and authorized to engage in the business of insurance under the
laws of Bermuda or the Cayman Islands, and before that date,
certified to the commissioner of insurance, or other appropriate
official, of at least one state that it satisfied the capitalization require­
ments of that state, except that any such group shall be considered
to be a risk retention group only if it has been engaged in business
continuously since that date and only for the purpose of continuing
to provide insurance to cover product liability or completed opera­
tions liability, as defined in the Federal "Product Liability Risk
Retention Act of 1981," Pub. L. 97-45 (15 U.S.c. §3901 et seq.),
before October 27, 1986; which does not exclude any person from
membership in the group solely to provide for members of that group
a competitive advantage over such a person; which has as its owners
only persons who comprise the membership of the risk retention
group and who are provided insurance by such group, or has as its
sole owner an organization which has as its members only persons
who comprise the membership of the risk retention group and its
owners are the only persons who comprise the membership of the
risk retention group and who are provided insurance by such group;
whose members are engaged in businesses or activities similar or
related with respect to the liability to which those members are
exposed by virtue of any related, similar or common business, trade,
product, services, premises or operations; whose activities do not
include the provision of insurance, other than liability insurance for
assuming and spreading all or any portion of the liability of its group
members, and reinsurance with respect to the similar or related
liability exposure of any other risk retention group, or any member
of any other group, which is engaged in businesses or activities so
that this group or member meets the requirement that members are
engaged in businesses or activities similar or related with respect
to the liability to which those members are exposed by virtue of
any related, similar or common business, trade, product, services,
premises or operations for membership in the risk retention group
which provides the reinsurance; and the name of which includes the
phrase "risk retention group."

11:2-36.3 Risk retention group registration requirements
(a) No risk retention group shall do business in this State as a

risk retention group until it has complied with the requirements of
this subchapter and received Notice of Registration from the Depart­
ment.

(b) Any risk retention group which is chartered and licensed
under the laws of any other state and which wishes to do business
in this State shall submit to the Department.

1. A copy of its certificate of authority or license authorizing it
to transact business as an insurance company, certified by the state
of domicile;

2. A statement identifying the state(s) in which the risk retention
group is chartered and licensed as a liability insurance company, the
date of its charter and admission as a licensed insurer and its
principal place of business, and any other information, including
information regarding its membership. Additionally, the statement
shall include the following:

i. The identity of those individuals who organized the group or
who will provide administrative services or otherwise influence or
control the activities of the group;

ii. The amount and nature of initial capitalization;
iii. The coverages to be afforded; and
iv. The states in which the group intends to operate;
3. A copy of its plan of operation or a feasibility study and

revisions of such plan or study submitted to the state or states in
which the risk retention is chartered and licensed in accordance with
P.L. 1993, c.240;

4. A statement of registration (as set forth in Appendix A and
incorporated herein by reference) and a Notice of Appointment (as
set forth in Appendix B and incorporated herein by reference), which
designates the Commissioner as its agent for the purpose of receiving
service of legal documents or process; and
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5. Payment of the $100.00 registration filing fee which shall ac­
company the statement of registration, in accordance with N.J.A.C.
11:1-32.

(c) Any risk retention group currently registered with the Depart­
ment prior to August 16, 1993 shall submit a statement of registration
(as set forth in Appendix A) and a Notice of Appointment (as set
forth in Appendix B). The registration must be filed no later than
November 8, 1993. The risk retention group shall notify the Depart­
ment of any change in the information in the statement of registra­
tion within 30 days of any change.

(d) Each foreign and alien risk retention group which has received
a certificate of registration from the Department to do business in
this State shall submit to the Department:

1. On or before March 1, or as prescribed by the state of domicile,
a statement of financial condition for the proceeding calendar year
ended December 31. The statement shall be on a form as prescribed
by the state of domicile;

2. On or before June 1, a statement of opinion on loss or loss
adjustment expense reserves made by a member of the American
Academy of Actuaries, or a qualified loss reserve specialist;

3. By June 30, a report of financial condition, certified by an
independent public accountant;

4. Within 30 days after filing in its state of domicile, a copy of
each examination of the risk retention group as certified by the
chartering state's commissioner or public official conducting the
examination;

5. Upon request of the Commissioner, a copy of any information
or document pertaining to any outside audit performed with respect
to the risk retention group; and

6. Such information as may be required to verify its continuing
qualification as a risk retention group under NJ.A.C. 11:2-36.2,
including, but not limited to*[:

i. A listing of all members participating in the risk retention group,
and]*-,- a certification of an officer that the group is composed of
members whose business or activities are similar or related with
respect to liability; and

7. Payment of the $100.00 Annual Statement filing fee in ac­
cordance with N.J.A.C. 11:1-32.

(e) Failure by any currently registered risk retention group either
to file a statement of registration, to complete all information re­
quested pursuant to this subchapter or to update changes in the
statement of registration may result in suspension or forfeiture of
the risk retention group's registration status with the Department.

(f) Any person wishing to establish a risk retention group char­
tered and licensed to write only liability insurance in this State shall,
in addition to meeting the requirements pursuant to NJ.S.A. 17:17-1
et seq., submit to the Department a plan of operation or feasibility
study. The risk retention group shall submit an appropriate revision
in the event of any subsequent material change in any item of the
plan of operation or feasibility study, within 10 days of any such
change. The group shall not offer any additional kinds of liability
insurance in this State, or in any other state, until a revision of such
plan or study is approved by the Commissioner. Additionally, the
risk retention group shall adhere to the requirements of P.L. 1993,
c.240 and (b)1 through 5 above.

(g) Each risk retention group, its agents and representatives shall
comply with the Unfair Claims Settlement Practices Act of this State,
N.J.S.A. 17:29B-l et seq., and any other State law regarding decep­
tive, false or fraudulent acts or practices.

(h) Each risk retention group must submit to an examination by
the Commissioner to determine its financial condition if the com­
missioner of the jurisdiction in which the group is chartered and
licensed has not initiated an examination or does not initiate an
examination within 60 days after a request by the Commissioner of
this State. The risk retention group shall pay the reasonable expenses
of such an examination upon presentation by the Commissioner of
a detailed account of the expenses.

(i) Each risk retention group shall comply with any lawful order
issued in a voluntary dissolution proceeding or in a delinquency
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proceeding commenced by the Commissioner if there has been a
finding of financial impairment after an examination pursuant to this
section.

(j) Each risk retention group shall comply with any injunction
issued by a court of competent jurisdiction upon a petition by the
Commissioner alleging that the group is in a hazardous financial
condition or is financially impaired.

11:2-36.4 Additional risk retention groups requirements
(a) Any risk retention group which is registered in this State and

chartered and licensed under the laws of any other state and which
wishes to do business in this State, in addition to the requirements
of N.J.A.C. 11:2-36.3, shall distribute its annual statement of opera­
tions to its members.

11:2-36.5 Notice and registration requirements of purchasing
groups

(a) No purchasing group shall do business in this State as a
purchasing group until it has complied with the requirements of this
subchapter and received notification from the Department that it
has been registered to do business in this State.

(b) Any group of persons with similar exposure to risk may form
a purchasing group for the purpose of purchasing liability insurance.

1. Any purchasing group with members located in this State shall
submit to the Department a statement of registration (as set forth
in Appendix C and incorporated herein by reference) and a Notice
of Appointment (as set forth in Appendix D and incorporated herein
by reference) which shall be accompanied by a registration fee in
accordance with N.J.A.C. 11:1-32.

2. Each purchasing group registered pursuant to this section shall
submit to the Department from time to time, as it may require,
reports relative to the group's operations.

3. Each purchasing group with members in this State registered
pursuant to this subsection is subject to audits or examination as
the Commissioner may deem necessary.

(c) Any purchasing group which was doing business in this State
prior to August 16, 1993 shall submit to the Department a statement
of registration (as set forth in Appendix C) and a Notice of Appoint­
ment (as set forth in Appendix D). The statement of registration
must be filed no later than November 8, 1993. The purchasing group
shall notify the Commissioner of any change in the information in
the statement of registration within 30 days of any change.

(d) Failure of any currently registered purchasing group either to
file a statement of registration, to complete all information requested
pursuant to this subchapter or to update changes in the statement
of registration, may result in suspension or forfeiture of the purchas­
ing group's registration status with the Department.

11:2-36.6 Fines and penalties
(a) Each risk retention group, whether chartered in this State or

otherwise, is subject to the same fines and penalties to which insurers
licensed in this State are subject for any violation of this subchapter
or any other applicable law.

(b) Failure of a risk retention group or purchasing group doing
business in this State to comply with the provisions of this section
may, after notice and a hearing in accordance with the Adminis­
trative Procedure Act, N.J.S.A. 52:14B-l et seq., and the Uniform
Administrative Procedure Rules, N.J.A.C. 1:1, result in the revoca­
tion or suspension of its registration in this State.
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APPENDIX A

STATEMENT OF REGISTRATION
STATE OF NEW JERSEY

APPLICATION FOR REGISTRATION AS
A RISK RETENTION GROUP

(All information should be typed)

1. List the corporate name of the Risk Retention Group.

(Name must include the phrase "Risk Retention Group")

2. The Risk Retention Group is chartered and licensed as a liability
insurance company under the laws of the State of
________, and is authorized to engage in the following
lines of insurance under the laws of its chartering State:

3. Ownership of the Risk Retention Group consists of one of the
following (check one):
o the owners of the Group are the only persons who comprise

the membership of the Group and who are provided in­
surance by the Group;

[J The sole owner of the Group is _

(Give name and address of organization)

an organization whose members only comprise the membership of
the Group, and whose owners are only persons who comprise the
membership of the Group and who are provided insurance by the
Group.

4. Give a general description of business or activities engaged in by
Group members:

5. List the name, address, fax number and telephone number of each
officer of the Risk Retention Group and the key officer or staff
person (Not an employee of the group's management company)
responsible for overseeing "hands on management" of the group.
(Attach additional pages if necessary.)

6. A. List the home office address of the Risk Retention Group:

B. List the mailing address of the Risk Retention Group:
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7. List the name, address and telephone number of the company
responsible for management of the insurance operations of this risk
retention group. (If none, answer none.)

In addition all required documents as set forth in 15 USC 3901
et seq., N.J.S.A. 17: and NJ.A.C. 11: are
being included in this filing.

President or Chief Executive Officer

Secretary

8. List the name, address and telephone number of the principal agent
or broker responsible for marketing the group's insurance policies,
pursuant to N.J.S.A. 17:22A-l et seq.
Name: _

Sworn before me thils.s _

day o,>..f _

19__.

(Revised 7/93)

Notary Public, State of:
My Commission Expires:

APPENDIX B

NOTICE OF APPOINTMENT OF
ATTORNEY TO ACCEPT SERVICE

STATE OF _
DEPARTMENT OF INSURANCE

The , a
Risk Retention Group (called the Group) duly organized under the laws
of the State of , appoints the Insurance Com-
missioner of the State of , and his or her successors
in office, to be its lawful attorney upon whom all legal process in any
action or proceeding against it shall be served and further agrees that
any lawful process against it which is served upon this attorney shall
have the same legal validity as if served personally upon the Group.

The Group gives the Insurance Commissioner and his or her suc­
cessors, full authority to do every act necessary to be done under this
appointment as fully as the Group could do if personally present, and
ratifies all that lawfully do under the power granted by this appointment.
This authority may be withdrawn only upon a written notice of revocation
and in any case shall continue in effect so long as any liability arising
out of this appointment remains outstanding in the State. This constitutes
full compliance with Section 2(a)(I)(D) of the Liability Risk Retention
Act of 1986.

The Group designates [ whose address is
[ ] as the person to whom process against the
Group served upon the Commissioner [Director, Superintendent] shall
be forwarded.

IN WITNESS OF THIS APPOINTMENT, said Group pursuant to
a resolution duly adopted by its Board of Directors, has caused this
instrument to be executed in its name by its President and Secretary,
and its corporate seal to be affixed at the City of _
State of , this day of _
19__.

(Name of Risk Retention Group)

By

Attest:

Secretary

Address: _

Phone Number: _

Producer ID Reference Number:. _

9. The items described below should be attached to the registration
form:

A. If not previously submitted, registration fee in the amount of
$100.00 made payable to the "State of New Jersey General
Treasury."

B. Completed and signed Service of Process.

C. A listing of the individual(s) who organized the group and the
individuals who are providing administrative services or
otherwise influence or control the activities of the group.

"[D. A listing of current members.]'

As President or Chief Executive Officer of the ,
I hereby certify that the information contained in this registration is true
and correct and in conformance with 15 USC 3901 et seq., N.J.S.A. 17:
_____ and N.J.A.C. 11: . Further, I certify that:

The Risk Retention Group is composed of members who are
engaged in the following described business or activities, which are
similar or related with respect to the liability to which such members
are exposed by virtue of related, similar, or common business, trade,
product, services, premises or operations.

The primary activity of this Risk Retention Group consists of
assuming and spreading all, or any portion, of the liability exposure
of its members.

The Risk Retention Group is organized for the primary purpose
of conducting the activity described above.

The Risk Retention Group does not exclude any person from
membership in the Group solely to provide for members of the
Group a competitive advantage over such a person.

The activities of the Risk Retention Group do not include the
provision of insurance other than:

(a) Liability insurance for assuming and spreading all or any
portion of the similar or related liability exposure of its Group
members; and

(b) Reinsurance with respect to the similar or related liability
exposure of another Risk Retention Group (or a member of
such other Risk Retention Group) engaged in business or
activities which qualify such other Risk Retention Group (or
member) under item (6) above for membership in this Group.

President

(Revised 7/93)
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1.

APPENDIX C

STATE OF NEW JERSEY
APPLICATION FOR REGISTRATION

AS A PURCHASING GROUP
(All information should be typed)

List the exact name of the Purchasing Group.

8. Give a general description of the business or activities engaged
in by purchasing group members:

2. Indicate the form of organization or incorporation and date.

9. List the lines and classification of liability insurance Purchasing
Group will purchase:

3. The Purchasing Group is domiciled in the State of:
10. What are the limits of liability including per occurrence, aggregate

per participant and group aggregate.

4. List any other names under which the Purchasing Group is or
may be doing business in this State or any other State if different
from above.

5A. List the complete physical address of the Purchasing Group.

5B. List the mailing address of the Purchasing Group.

11. Deductible and self-insurance retentions

(a) Which are the responsibility of the individual participant?

(b) Which are the responsibility of the purchasing group and
how funded?

12. List the insurance carriers from whom the Purchasing Group will
purchase liability insurance described in item (9) above from. Give
full name of company, state of domicile and NAIC#:

6B. List the name, title, address, fax number, and telephone number
of the firm that acts as the administrator of the purchasing group
and the name of the principal account executive responsible for
the group's insurance program. (If none, answer none.)

6A. List the name, title, address, fax number, and telephone number
of the principal officer of the purchasing group who has
knowledge of its insurance program, including membership
criteria, coverages, and key personnel of the group's administrator
and insurance carrier.

List the names, addresses and occupation of the principal officers
and directors of the Purchasing Group. Attach additional pages
if necessary.

7.

Principal Officers Principal Directors

13.

14.

15.

Purchasing groups procuring insurance through companies
licensed in New Jersey or registered Risk Retention Groups must
use an insurance producer pursuant to N.J.S.A. 17:22A-l et seq.
Please identify the producer(s) representing the purchasing group:
Name _

Address _

Phone No., _

Producer License Reference Number:

Purchasing groups procuring insurance from New Jersey eligible
surplus lines companies must place it through a licensed New
Jersey insurance producer with surplus lines authority pursuant
to N.J.S.A. 17:22-6.40 et seq. and 17:22A-1. Please identify the
producer(s) representing the purchasing group:
Name _

Address, _

Phone No. _

Producer License Reference Number:

List who will adjust the claims?
Name' _

Address, _

Phone No. _

Producer License Reference Number:

NEW JERSEY REGISTER, MONDAY, NOVEMBER 15, 1993 (CITE 25 N..},R. 5201)
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INSURANCE ADOPTIONS

16. Has any person transacting business on behalf of this Purchasing
Group ever:

(A) been arrested, indicted and convicted of a felony or is a
felony charge currently pending against any such person?

APPENDIX D

NOTICE TO APPOINTMENT OF
ATIORNEY TO ACCEPT SERVICE

STATE OF NEW JERSEY

(8)
DIVISION OF FINANCIAL EXAMINATIONS AND

LIQUIDA"r10NS
Producer-Controlled Insurers
Adopted Concurrent New Rules: N.J.A.C. 11 :2-37
Proposed: September 7, 1993 at 25 N.J.R. 4304(a).
Adopted: October 15, 1993 by Samuel F. Fortunato,

Commissioner, Department of Insurance.
Filed: October 15, 1993 as R.1993 d.559, without change.
Authority: N.J.S.A. 17:1-8.1, 17:1C-6(e), and P.L. 1993, c.239.

Effective Date: October 15,1993.
Expiration Date: November 30, 1995.

These rules were adopted on an emergency basis and concurrently
proposed on September 7, 1993, pursuant to N.J.S.A. 52:14B-4(c). The
present adoption of the concurrent proposed new rules is effective upon
acceptance for filing at the Office of Administrative Law. See NJ.A.C.
1:30-4.4(d).

Summary of Public Comments and Agency Responses:
The Department received one comment from the American Insurance

Association. The commenter questioned whether the Department had
the statutory authority to require all insurers, not just producer-con­
trolled insurers, to file an annual Producer-Controlled Insurer Informa­
tion Report with the Commissioner. Additionally, the commenter sug-

The , a
*[Risk Retention]* *Purchasing* Group (called the Group) duly or-
ganized under the laws of the State of , appoints
the Insurance Commissioner of the State of , and
his or her successors in office, to be its lawful attorney upon whom all
legal process in any action or proceeding against it shall be served and
further agrees that any lawful process against it which is served upon
this attorney shall have the same legal validity as if served personally
upon the Group.

The Group gives the Insurance Commissioner and his or her suc­
cessors full authority to do every act necessary to be done under this
appointment as fully as the Group could do if personally present, and
ratifies all that lawfully do under the power granted by this appointment.
This authority may be withdrawn only upon a written notice of revocation
and in any case shall continue in effect so long as any liability arising
out of this appointment remains outstanding in the State. This constitutes
full compliance with Section 2(a)(I)(D) of the Liability Risk Retention
Act of 1986.

The Group designates [ whose address is
[ 1 as the person to whom process against the
Group served upon the Commissioner [Director, Superintendent] shall
be forwarded.

IN WITNESS OF THIS APPOINTMENT, said Group pursuant to
a resolution duly adopted by its Board of Directors, has caused this
instrument to be executed in its name by its President and Secretary,
and its corporate seal to be affIXed in the City of _
State of this day of _
19__.

Attest:

(B) had denied any application for a professional, vocational or
business license? _

(C) has suspended or revoked any such license? _

(D) had withdrawn or surrendered any such application or
license to avoid potential disciplinary action against licensee?

If the answer to any part of this question is yes, attach a sup­
plementary statement explaining in full each such occurrence.

The items described below should be attached to the registration
form:

(a) If not previously submitted, registration fee in the
amount of $100.00 made payable to the "State of New
Jersey-General Treasury."

(b) Completed and signed Service of Process.

(c) A listing of the individual(s) who organized the
Purchasing Group and the individuals who are provid­
ing administrative services or otherwise influence or
control the activities of the group.

(d) A listing of current members.

• The Purchasing Group is composed of members
whose business or activities are similar or related
with respect to the liability to which members are
exposed by virtue of any related, similar, or common
business, trade, product, services, premises or opera­
tions.

• The Purchasing Group purchases such liability in­
surance only for its members and only to cover their
similar or related liability exposure, as described in
item (8) above.

• The policy and promotional material the purchasing
group will use has been forwarded along with the
registration.

In addition, all required documents are set forth in 15 USC 3901 et
seq., N.J.S.A. 17: and N.J.A.C. 11: are being included
in this filing.

President or Chief Executive Officer

Secretary

Sworn before me this, _

day ofL- _

19__.

Notary Public, State of:
My Commission Expires:

(Revised 7/93)

Secretary (Name of Risk Retention Group)

By

President
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gested that the scope of information that must be contained in the
certification filed by producer-controlled insurers exceeded statutory
authority.

RESPONSE: Insurers that are not producer-controlled are only re­
quired to certify that they are not producer-controlled.

N.J.A.C. 11:2-37.5(a)2. The Department believes that the authority to
elicit such a representation from insurers is implied in the underlying
statute. This requirement provides the Department with the means of
assuring that all insurers have at least considered whether they are
producer-controlled and therefore subject to the more detailed filing
requirements. Furthermore, the Department believes that the scope of
information required to be filed annually by producer-controlled insurers
is entirely consistent with the statutory requirements.

Full text of the adoption follows:

SUBCHAPTER 37. PRODUCER-CONTROLLED INSURERS

11:2-37.1 Purpose
The purpose of this subchapter is to implement P.L. 1993, c.239

to enable the Department to regulate transactions involving insurers
which are controlled by insurance producers.

11:2-37.2 Scope
This subchapter shall apply to all licensed property and casualty

insurers domiciled in this State or domiciled in a state that is not
an accredited state having in effect a law substantially similar to P.L.
1993, c.239. This subchapter shall not apply to captive insurers.

11:2-37.3 Definitions
The following words and terms, when used in this subchapter, shall

have the following meanings, unless the context clearly indicates
otherwise.

"Accredited state" means a state in which the insurance depart­
ment or other regulatory agency has qualified as meeting the
minimum financial regulatory standards promulgated and established
from time to time by the NAIC.

"Captive insurer" means an insurance company owned by another
organization whose exclusive purpose is to insure risks of the parent
organization and affiliated companies or, in the case of groups and
associations, insurance organizations owned by the insureds whose
exclusive purpose is to insure risks to member organizations or group
members and their affiliates.

"Commissioner" means the Commissioner of the New Jersey
Department of Insurance.

"Control" or "controlled" has the same meaning as defined at
NJ.S.A. 17:27A-lc.

"Controlled insurer" means a licensed insurer which is controlled,
directly or indirectly, by a producer.

"Controlling producer" means a producer who, directly or in­
directly, controls an insurer.

"Department" means the New Jersey Department of Insurance.
"Licensed insurer" or "insurer" means any corporation, associa­

tion, partnership, reciprocal exchange, interinsurer, Lloyd's insurer,
or other person engaged in the business of insurance pursuant to
N.J.S.A. 17:17-1.

"NAIC" means National Association of Insurance Commissioners.
"Producer" means any person engaged in the business of an

insurance agent, insurance broker or insurance consultant as defined
at N.J.S.A. 17:22A-2.

"Producer-controlled" means controlled, directly or indirectly, by
a producer.

11:2-37.4 Filing of Producer-Controlled Insurer Information
Report

All licensed property and casualty insurers domiciled in this State
or domiciled in another state that is not an NAIC accredited state
having in effect a law substantially similar to P.L. 1993, c.239, shall
file an annual Producer-Controlled Insurer Information Report on
a form (incorporated herein by reference as Appendix A) approved
by the Commissioner. The Report shall be completed and filed with
the Commissioner on or before April 1 for the calendar year im­
mediately preceding.

INSURANCE

11:2-37.5 Contents ofthe Producer-Controlled Insurer Information
Report

(a) A Producer-Controlled Insurer Information Report form (Ap­
pendix A) shall be completed annually by each licensed property
and casualty insurer to whom this subchapter applies and shall
include the following information:

1. The name and address of the reporting insurer and any control­
ling producer. (A separate form should be completed and filed for
each controlling producer.);

2. A certification by insurers that are not producer-controlled that
they are not issuing any property and casualty insurance coverages
that are or may be reportable pursuant to the provisions of P.L.
1993, c.239 or this subchapter;

3. A certification by producer-controlled insurers containing the
following information:

i. The amount of the insurer's admitted assets as of September
30 of the preceding calendar year, gross premiums written during
the calendar year and the percentage that gross premiums written
represent of admitted assets;

ii. The amount of net premiums written during the preceding
calendar year, commissions paid to the controlling producer during
the calendar year and the percentage that commissions paid to the
controlling producer represent of the net premiums written;

iii. Comparable amounts and percentage paid to noncontrolling
producers for placement of the same kinds of insurance;

iv. An opinion of an independent casualty actuary reporting loss
ratios for each line of business written and attesting to the adequacy
of loss reserves established for losses incurred and outstanding as
of year-end, including losses incurred but not reported, on business
placed by the controlling producer, which loss reserve opinion shall
satisfy all requirements established by N.J.A.C. 11:1-21 for loss
reserve opinions required to be submitted by licensed property and
casualty insurers in this State; and

v. A statement indicating whether or not the insurer's controlling
producer or producers have been notified of the requirements of
P.L. 1993, c.239 and these rules.

11:2-37.6 Confidentiality of documents
All documents submitted to the Commissioner pursuant to this

subchapter are confidential and not public documents as defined in
the Public Records Act, N.J.S.A. 47:1A-l et seq.

11:2-37.7 Penalties
Failure to comply with the provisions of this subchapter may result

in the imposition of penalties as provided by law.

APPENDIX A

PRODUCER-CONTROLLED INSURER
INFORMATION REPORT FORM

Calendar Year Ending December 31, _

Instructions: All licensed property and casualty insurers domiciled in New
Jersey, or domiciled in another state that is not a NAIC "accredited
state" having in effect a law substantially similar to P.L. 1993, c.239,
are required to complete annually either Section I or Section II of this
form. Section I certifies that the requirements of New Jersey Law have
been reviewed and there is no controlling producer information to be
reported. Section II should be completed for each producer who "con­
trols" a reporting insurer. Completed reporting forms are due annually,
on or before April 1 of each year.
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(Name of Insurer)

SECfIONI
To be completed by Insurers that are not Producer-Controlled

I certify that... _

(Address of Insurer)

is not issuing any property and casualty insurance coverages that are
or may be reportable pursuant to the provisions of P.L. 1993, c.239 and
N.J.A.C. 11:2-37.1 et seq.

SECTION II
To be completed by Producer-Controlled Insurers

(A separate Report Form should be completed and filed for each
controlling producer.)

Calendar Year Ending December 31, __

Name of Reporting Insurer:

Address:

Name of Controlling Producer:

Address:

(a)
DIVISION OF FINANCIAL EXAMINATIONS
Increase In Property and Casualty Capital and

SurplUS Requirements
Adopted Rules: N.J.A.C. 11 :2-38
Proposed: September 7,1993 at 25 N.J.R. 4306(a).
Adopted: October 15,1993 by Samuel F. Fortunato,

Commissioner, Department of Insurance.
Filed: October 15,1993 as R.1993 d.560, with substantive and

technical changes not requiring additional public comment
(see N.J.A.C. 1:30-4.3).

Authority: N.J.S.A. 17:1C-6(e), 17:17-1 et seq., and 17:50-5.
Effective Date: October 15, 1993, Readoption of emergency new

rules;
November 15, 1993, Changes upon adoption.

Expiration Date: November 30, 1995.

These new rules were adopted on an emergency basis and concurrently
proposed on September 7, 1993 pursuant to N.J.S.A. 52:14B-4(c). The
present adoption of the concurrent proposed rules is effective upon
acceptance for filing at the Office of Administrative Law (see N.JA.C.
1:30-4.4(d», except for changes upon adoption, which are effective on
the date of publication of this notice, November 15, 1993.

Summary of Public Comments and Agency Responses:
The Department received a total of six comments on the proposed

rules from the following: Mercer Mutual Insurance Company; certain
members of the Chubb Group of Insurance Companies (Chubb Custom
Insurance Company, Chubb Insurance Company of New Jersey, Federal
Insurance Company, Great Northern Insurance Company, Vigilant In­
surance Company, and Pacific Indemnity Company); State Farm (State
Farm Fire and Casualty Company and State Farm General Insurance
Company); Royal Insurance; American Insurance Association; and New
Jersey Association of Mutual Insurance Companies.

COMMENT: The Department received several comments on the
proposed definitions of "capital" and "surplus." One commenter re­
quested a clarification of the proposed rule's definitions of "capital" and
"surplus" for purposes of meeting the minimum requirements as set forth
at N.J.S.A. 17:17-6. Specifically, one commenter questioned whether
surplus is to be represented in Line 24A, Page 3 of the Annual Statement
("Gross paid in and contributed surplus"), or rather, is to be determined
by subtracting minimum capital (that is, number of shares times par
value) from Line 25, Page 3 of the Annual Statement ("Surplus as
regards policyholders"). Another commenter suggested that the Depart­
ment review its proposed definitions of "capital" and "surplus" and
references to "net worth" as reported in the Annual Statement because
New Jersey's definitions (in both its laws and regulations) are ambiguous
and differ greatly from other states, particularly the "net worth" term.
Another commenter stated that the proposed definition of "surplus" as
respects a stock insurer seems to imply that surplus means the combined
total of both paid-in and unassigned surplus.

RESPONSE: In response to the first commenter, surplus is to be
determined by subtracting minimum capital from Line 25, Page 3 of the
Annual Statement ("Surplus as regards policyholders"). In response to
the second commenter, the Department defines "net worth" as surplus
as regards policyholders, which is represented on Line 25, Page 3 of
the Annual Statement. Finally, the Department agrees with the comment
that the rule's proposed definition of "surplus" as respects a stock insurer
means the combined total of both paid-in and unassigned surplus.

COMMENT: One commenter stated that the proposed definition of
"capital" fails to recognize that some states (for example, Illinois and
Alaska) bar dividend distributions from certain surplus of a stock insurer,
and that the proposed rule should recognize that "surplus" that is
unavailable for dividends of any kind can be considered to be capital
stock for the purposes of meeting the statutory minimum capital require­
ments. The commenter suggested that the proposed definition of "capi­
tal" be amended by adding the following language: Capital also includes
surplus that is unavailable for dividends of any kind.

RESPONSE: The Department disagrees with the commenter's sugges­
tion. Surplus cannot be construed to be capital stock. N.J.S.A. 17:17-8
requires the Department prior to issuing a certificate of authority, to
ensure that "the whole amount of the capital stock set forth in the

%

%

$-­

$--

$--

$--

Authorized signature

Title

Authorized signature

Title

Date

Date

1.

2.

3.

4.

5.

Insurer's admitted assets as of September 30 of
calendar year pursuant to P.L. 1993, c.239, §3a:

Gross premiums written, calendar year:

Percentage that gross premiums written
represent of admitted assets:

Net premiums written, calendar year:

Amount of commissions paid to controlling
producer, calendar year:

Percentage that commissions paid represent of
net premiums written:

7. Comparable amounts and percentage paid to
noncontrolling producers for placement of the
same kinds of insurance:

6.

Net premiums written: $ _
Commissions paid: $ _
Percentage: %

8. Attach the information required by P.L. 1993, c.239, § 3e: An
opinion of an independent casualty actuary reporting loss ratios for
each line of business written and attesting to the adequacy of loss
reserves established for losses incurred and outstanding as of year­
end, including losses incurred but not reported, on business placed
by the controlling producer.

9. We have notified our controlling producer(s) of the requirements
of P.L. 1993, c.239 and NJ.A.C. 11:2-37.1 et seq.

I certify that the above information is accurate and complete.
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certificate of incorporation and the required minimum surplus of the
company, if a stock company, has been actually paid in cash, and is
possessed by the company in money, or in the stocks, bonds, or bonds
and mortgages ...[.J"

COMMENT: Another commenter stated that the proposed definition
of "capital" would cause insurers to either change the par value of the
common stock or issue additional shares, requiring action by the board
of directors. The commenter continued that because some insurers are
not yet aware that such action is necessary, the date for requesting
waivers from meeting the statutory capital and surplus requirements
should be extended until December 31, 1993.

RESPONSE: The Department disagrees. Under these rules, all tempo­
rary waivers are to be requested by October 8, 1993, and all financial
plans are to be filed with the Department by February 8, 1994. By way
of emergent adoption of these rules, the Department notified all insurers
in early September to request a temporary waiver of the statutory capital
and surplus requirements or file a certification of compliance. If the
Department determined upon review of the insurer's submission of a
certification of compliance that the insurer's calculation of capital and/
or surplus may be mistaken, the Department has notified the insurer
in writing that it should immediately request a temporary waiver. The
insurer's financial plan is then expected to be filed by February 8, 1994,
or within a reasonable time thereafter. The Department intends to
continue this practice.

COMMENT: One commenter stated that the proposed definition of
"capital" may be inconsistent with the underlying statute in that NJ.S.A.
17:17-4(e) requires that par value per share shall not be less than $1.00,
thereby prohibiting no par shares.

RESPONSE: The proposed definition of "capital" is not inconsistent
with NJ.S.A. 17:17-4(e). Rather, it is broad enough to include foreign
insurers admitted in New Jersey, which are permitted to issue shares
with a par value less than $1.00.

COMMENT: One commenter expressed its concern about the
?roposed definition of "current surplus/capital" to be included in an
insurer's financial plans required to be submitted to the Department
LInder N.JA.C. 11:2-38.3(c)1. The commenter stated that capital and
mrplus change daily, and suggested that this proposed requirement refer
aack to the last filed quarterly statement or the levels in effect at the
~nd of the previous calendar month.

RESPONSE: The Department intended that "current surplus capital"
:0 be included in the insurer's proposed financial plan required to be
iUbmitted to the Department under N.J.A.C. 11:2-38.3(c)1 be obtained
'rom the insurer's last filed quarterly statement. Accordingly, the Depart­
nent is revising the rule to that effect.

COMMENT: A few of the comments were in regard to the proposed
'equirement at N.J.A.C. 11:2-38.3 that insurers requesting a two-year
vaiver from compliance with the statutory minimum capital and surplus
'equirements file a five-year financial projection with the Department
vithin 120 days of applying for a waiver. Some commenters stated that
his requirement should not apply to those insurers whose combined total
:apital and surplus meet or exceed the total of the statutory capital and
urplus requirements. According to the commenters, these insurers
;auld be able to meet the statutory requirements within 120 days merely
'y making various corporate and accounting adjustments to either capital
tock or surplus accounts (for example; issuing stock so as to transfer
urplus to its capital account without changing total net worth; eliminat­
19 lines of insurance which the insurer does not use, thereby reducing
s capital requirements).
RESPONSE: The Department agrees that it would be unnecessary

Jr an insurer to file a detailed financial plan under the circumstances
escribed by the commenter. In such instances the Department believes
lat it would be more appropriate for an insurer to file only a limited
nancial plan, and has added language at N.J.A.C. 11:2-38.3(c)7 to this
ffect.
COMMENT: One of the commenters suggested that language be

lcluded in the rule exempting from compliance with the procedures
t N.J.A.C. 11:2-38.3(c) through (f) those insurers meeting the statutory
Ipital and surplus requirements within 120 days of filing for a temporary
aiver, or filing with the Commissioner within 120 days a plan of orderly
ithdrawal pursuant to N.JA.C. 11:2-29 to delete unused lines of in­
Irance from its license.
RESPONSE: The Department agrees that it would be unnecessary

Ir an insurer to submit a financial plan to the Department if the insurer
eets the statutory capital and surplus requirements in the l20-day
~riod between applying for a temporary waiver of the statutory require-

INSURANCE

ments and submitting a financial plan to the Department. In such an
instance, the insurer need only file with the Department a certification
that it has met the capital and surplus requirements. Accordingly, the
Department has added language to N.J.A.C. 11:2-38.3(i) to this effect.
If an insurer intends to meet the statutory capital and surplus require­
ments by deleting unused lines of insurance, the insurer would still be
required to file a limited financial plan as described in revised NJ.A.C.
11:2-38.3(c)7ii, but may request a waiver from filing a plan of orderly
withdrawal. If a waiver from filing a plan of orderly withdrawal is not
requested, the insurer is required to comply with the withdrawal require­
ments set forth at N.J.A.C. 11:2-29.

COMMENT: One commenter stated that N.J.A.C. 11:2-38.3(a) fails
to set forth what constitutes making an "application" to the Department
for a temporary waiver of capital and surplus requirements, and fails
to include a requirement that the Department acknowledge receipt of
a waiver request.

RESPONSE: An application for a temporary waiver from the
minimum statutory capital and surplus requirement consists of a written
request from the insurer to the Department for such a waiver. The
proposed rules further require such an insurer to file a financial plan
with the Department within 120 days of applying for a temporary waiver.
Upon receipt of the financial plan, N.J.A.C. 11:2-38.3(d) requires the
Department to notify the insurer in writing of its approval of or deficien­
cies in the plan. Such notice serves as an acknowledgement that the
Department has received the insurer's temporary waiver request and
financial plan.

COMMENT: One commenter stated that the difficulty in filing a five­
year projection as required by N.J.A.C. 11:2-38.3 and 38.4 will have a
chilling effect on the filing of a financial plan. The commenter suggested
a three-year financial projection instead, which tracks a "business plan"
rule in effect in several states for newly-licensed companies.

RESPONSE: The Department disagrees. By requiring that a five-year
financial projection be included in an insurer's financial plan to be
submitted to the Department, the insurer is provided with a five-year
period within which to comply with the statutory capital and surplus
requirements. Additionally, New Jersey requires newly-organized com­
panies to provide the Department with a five-year financial projection.

COMMENT: One commenter stated that N.J.A.C. 11:2-38.3(c)5 will
grant the Commissioner unfettered discretion to require any and all types
of documentation, projections and the like.

RESPONSE: The Department disagrees. This proposed provision re­
quires, in addition to the specific items to be submitted with a proposed
financial plan to the Department, to also submit "any other information
requested by the Commissioner which is relevant to the evaluation of
a specific temporary waiver request." The specificity of this language
precludes the Commissioner from exercising unfettered discretion in
requesting that insurers submit any and all types of documents.

COMMENT: One commenter stated that N.J.A.C. 11:2-38.3(d) fails
to provide any outward period by which the Commissioner is to notify
an insurer as to whether a financial plan has been approved, and
suggested a period of 30 days after filing.

RESPONSE: The Department appreciates the commenter's concern
that the rules include a time period within which the Department shall
provide notice to the insurer concerning the adequacy of its financial
plan. However, the Department believes that it will be impossible to
comply with a 3D-day notice period given the number of financial plans
expected to be submitted and requiring review by Department staff.
Accordingly, the Department has intentionally excluded any such time
period from the rules, but expects to review the financial plans as
expeditiously as possible.

COMMENT: One commenter stated that the requirement at proposed
N.J.A.C. 11:2-38.4(b) that an insurer respond to the Commissioner's
order to increase capital and surplus within seven days of receipt of the
order is too short a time frame, and suggested a 14-day response period
instead. The same commenter requested that the requirement at
proposed N.J.A.C. 11:2-38.5 that insurers request a hearing within seven
days of receipt of the Commissioner's order issued pursuant to N.J.A.C.
11:2-38.4 be changed to allow an insurer 14 days to request a hearing.

RESPONSE: P.L. 1993, c.234, section 6 requires that a formal de­
partmental hearing concerning an increase in capital or surplus require­
ments be initiated within 20 days after the Commissioner notifies an
insurer that an increase is required. Given that short time frame, it would
be impractical to allow an insurer 14 days before even notifying the
Commissioner that it is requesting a hearing. Additionally, if an insurer
is responding to the Commissioner's order pursuant to the requirements
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at N.J.A.C. 11:2-38.4(b) (that is, waiVing its right to a hearing and
notifying the Department that it will submit a proposed plan within 60
days for meeting the capital and surplus requirements), it is the Depart­
ment's position that the requirements are not so onerous to preclude
an insurer from filing the response within seven days.

Summary of Changes Upon Adoption:
1. N.J.A.C. 11:2-38.3(c) has been revised to include language that

11:2-38.3(c)7 and 38.3(i) provide certain exceptions to the requirements
set forth at (c)1 through 6 for insurers applying for a temporary waiver
of the statutory minimum capital and surplus requirements.

2. N.J.A.C. 11:2-38.3(c)1 has been revised to add language clarifying
that the current surplus/capital to be included on an insurer's proposed
financial plan is to be obtained from the insurer's last filed quarterly
statement.

3. N.J.A.C. 11:2-38.3(c)7 has been added, which permits certain in­
surers who intend to meet the statutory capital and surplus requirements,
either by completing certain corporate and/or accounting adjustments to
either capital stock or surplus accounts or by deleting unused lines of
business, to file with the Department a limited financial plan instead
of the more detailed financial plan required under NJ.A.C. 11:2-38.3(c)1
through 6.

4. N.J.A.C. 11:2-38.3(i) has been added, which permits an insurer
requesting a temporary waiver under N.J.A.C. 11:2-38.3(a) through (£),
but meeting the statutory minimum capital and surplus prior to expiration
of the 120-day period for filing a financial plan with the Department,
to file a certification that it has met the requirements instead of filing
a financial plan.

Full text of the adoption follows (additions to proposal indicated
in boldface with asterisks ·thus·; deletions from proposal indicated
in brackets with asterisks *[thus]*):

SUBCHAPTER 38. INCREASE IN PROPERTY AND
CASUALTY CAPITAL AND SURPLUS
REQUIREMENTS

11:2-38.1 Purpose and scope
(a) The purpose of this subchapter is to provide procedures

whereby property and casualty insurers may request a temporary
waiver from the minimum capital and surplus requirements set forth
in P.L. 1993, c.234, sections 2 and 3. This subchapter also provides
procedures whereby the Commissioner may, pursuant to P.L. 1993,
c.234, section 6, subsequently require an increase in these statutory
minimum requirements.

(b) This subchapter shall apply to all insurers, including reciprocal
insurance exchanges, authorized, admitted or eligible to transact the
business of property and casualty insurance in this State.

11:2-38.2 Definitions
The following words and terms, as used in this subchapter, shall

have the following meanings unless the context clearly indicates
otherwise:

"Capital" means par value per share multiplied by the number
of issued shares, or in the case of no-par shares, the total stated
value.

"Commissioner" means the Commissioner of the New Jersey
Department of Insurance.

"Department" means the New Jersey Department of Insurance.
"Insurer" means any stock or mutual insurance corporation, in­

cluding a reciprocal insurance exchange, authorized, admitted or
eligible to transact the business of property and casualty insurance
in this State pursuant to N.J.S.A. 17:17-1 et seq.

"Surplus" means the net worth of an insurer as reported in its
annual statement. For a stock insurer, surplus means net worth less
minimum capital. For a mutual insurer, surplus means its net worth.

11:2-38.3 Requests for temporary waiver of capital and surplus
requirements

(a) An insurer transacting business in this State as of August 9,
1993 may request a two-year temporary waiver from the minimum
capital and surplus requirements set forth at P.L. 1993, c.234, sec­
tions 2 and 3, by making application in writing to the Commissioner
on or before October 8, 1993. The waiver request shall be forwarded
to:
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New Jersey Department of Insurance
Financial Exams, Capital and Surplus Waivers
20 W. State Street
CN 325
Trenton, NJ 08625

(b) The Commissioner shall approve a temporary waiver re­
quested pursuant to (a) above provided the insurer complies with
the requirements set forth in (c) through (£).

(c) *[Within]* ·With the exception of (c)7 and (i) below, within·
120 days of making application to the Commissioner for a temporary
waiver of the statutory minimum capital and surplus requirements,
the insurer shall additionally submit to the Department at the same
address as set forth in (a) above, a proposed financial plan, which
shall include the following:

1. The insurer's current capital and/or surplus ·as reDected in the
last filed quarterly statement·;

2. The reason(s) for the insurer's inability to meet the minimum
capital and/or surplus requirements set forth at P.L. 1993, c.234,
sections 2 and 3;

3. The insurer's proposed method and time frame for meeting
the statutory minimum capital and/or surplus requirements, including
the source(s) and amount(s) of additional funding;

4. A five-year projection, beginning December 31 of the following
year and for the subsequent four years, of the following certified
by a qualified actuary and accompanied by a narrative explaining
the sources of anticipated premium and all assumptions made in
developing the entire projection:

i. Assets, liabilities and surplus and other funds in the format of
the Assets page and the Liabilities and Surplus and Other Funds
page in the Annual Statement representing the insurer's five suc­
cessive year-ends;

ii. Underwriting and investment income in the format of the
Underwriting and Investment Exhibit, Statement of Income in the
Annual Statement for each of the five years;

iii. The following information by line of businesss for each of the
five years (the line of business classifications shall be those set forth
in the Underwriting and Investment Exhibit, Part Two in the Annual
Statement):

(1) Premiums earned;
(2) Losses incurred;
(3) Loss expenses incurred; and
(4) Ratios of the sum of the losses and loss expenses to premium

earned;
(5) Net premiums written; and
iv. The projected values required in the Underwriting and Invest­

ment Exhibit, Part Four-Expenses in the Annual Statement; and
5. Any other information requested by the Commissioner which

is relevant to the evaluation of a specific temporary waiver request.
6. In the case of a request for an extension pursuant to (g) below

of a two-year waiver granted under (b) above, the insurer's proposed
financial plan shall additionally include a report of the insurer's
progress in meeting the minimum capital and/or surplus require­
ments.

·7. Certain insurers transacting husiness in this State as of
August 9, 1993 may, instead of filing the financial plan pursuant
to (c)1 through 6 above, file a limited financial plan with the
Department as follows:

i. Insurers intending to meet the statutory minimum capital and
surplus requirements by deleting unused lines of business from its
certificate of authority shall file within 120 days of making appli­
cation to the Commissioner for a temporary waiver of the require­
ments, a limited financial plan which shall include a concise, ac­
curate description of the specific course of action the insurer will
follow to comply with the statutory capital and surplus require­
ments. These insurers may request in writing from the Com­
missioner a waiver from filing an orderly plan of withdrawal
pursuant to NJ.A.C. 11:2-29.

ii. Insurers intending to meet the statutory minimum capital and
surplus requirements by completing certain corporate and/or ac­
counting adjustments to either capital stock or surplus accounts,
shall file within 120 days of making application to the Commissioner
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for a temporary waiver of the requirements, a limited financial plan
which shall include a concise, accurate description of the specific
course of action the insurer will follow to comply with the statutory
capital and surplus requirements.·

(d) Upon receipt of the insurer's financial plan in (c) above, the
Department shall provide the insurer with written notice of its
approval of, or of any deficiencies in, the financial plan's proposed
method for meeting the minimum capital and/or surplus require­
ments.

(e) Within 60 days of receipt of the Department's notice in (d)
above informing the insurer of the deficiencies in its proposed
financial plan, the insurer shall resubmit a revised financial plan
correcting all deficiencies to the Department at the address set forth
in (a) above.

(f) All data or information contained in the plan under (c) above
is confidential and will not be disclosed by the Department to any
person other than its employees and representatives.

(g) An insurer may request an extension of a two-year waiver
granted by the Commissioner under (b) above not to exceed the
five-year statutory compliance period set forth in P.L. 1993, c.234,
sections 2 and 3 by submitting to the Department at least 90 days
prior to the expiration of the two-year waiver, the items set forth
in (c) above. The Department shall evaluate the insurer's extension
request by following the procedures set forth in (d) through (f)
above.

(h) If an insurer fails to request a temporary waiver of the
minimum capital and/or surplus requirements pursuant to the
procedures set forth in this section, the Department shall conclude
that the insurer has met the minimum capital and/or surplus require­
ments. If, in fact, the insurer is unable to meet the minimum
statutory capital and/or surplus requirements, the insurer shall be
subject to suspension or revocation of its authority to do business
in this State pursuant to P.L. 1993, c.234, section 9.

·(i) An insurer filing for a temporary waiver of the statutory
capital and surplus requirements pursuant to (a) through (£) above,
but which meets the requirements prior to expiration of the 120­
day period for filing a financial plan with the Department, shall
not be required to file a financial plan with the Department
pursuant to N..J.A.C. 11:2-38.3(c). The insurer shall be required to
file with the Department, within 120 days of applying for a waiver,
a certification signed by the insurer's Chief Executive Officer, stat­
ing that the insurer has met the statutory capital and surplus
requirements. The Commissioner may request that the insurer sub­
mit additional documentation to support the certification, if
necessary.·

11:2-38.4 Procedures for increasing capital and surplus
requirements

(a) If, upon consideration of the risks and factors set forth in P.L.
1993, c.234, sections 6 and 7, the Commissioner determines that an
increase in an insurer's minimum capital and/or surplus requirements
set forth at P.L. 1993, c.234, sections 2 and 3 is required to provide
adequate protection against risks affecting the insurer's financial
condition that are not adequately or fully covered by its reserves
or other assets, the Commissioner shall notify the insurer as follows:

1. The Commissioner shall issue an order to insurer, which shall
include the following:

i. The minimum amount of capital and surplus required;
ii. The amount by which the insurer's capital or surplus is defi­

cient; and
iii. Notice that the insurer shall either submit a plan to the

Commissioner for meeting its applicable capital and surplus require­
ments pursuant to (b) below or request a hearing pursuant to
NJ.A.C. 11:2-38.5.

(b) With the exception of requesting a hearing pursuant to
N.J.A.C. 11:2-38.5, the insurer shall respond to the Commissioner's
order issued under (a) above within seven days from the date of
receipt of such order as follows:

1. The insurer's response to the Commissioner's order shall be
in writing and shall include:

i. A waiver of the insurer's right to a departmental hearing on
the Commissioner's determination; and
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ii. Notice that the insurer shall submit a proposed plan to the
Commissioner within 60 days from Commissioner's receipt of in­
surer's response in (b) above for meeting the applicable increased
capital or surplus requirements.

2. The insurer's plan for meeting the applicable capital and
surplus requirements shall be in writing and shall include:

i. The insurer's proposed method and time frames for meeting
the increased minimum capital and/or surplus requirements, includ­
ing the source(s) and amount(s) of additional funding; and

ii. A five-year projection, beginning December 31 of the following
year and for the subsequent four years, certified by a qualified
actuary as defined at N.J.A.C. 11:1-21 and accompanied by a nar­
rative explaining the sources of anticipated premium and all assump­
tions made in developing the entire projection.

3. The insurer's five-year projection shall include:
i. Assets, liabilities and surplus and other funds in the format of

the Assets page and the Liabilities and Surplus and Other Funds
page in the Annual Statement representing the insurer's five suc­
cessive year-ends;

ii. Underwriting and investment income in the format of the
Underwriting and Investment Exhibit, Statement of Income in the
Annual Statement for each of the five years;

iii. The following information by line of business for each of the
five years (the line of business classifications shall be those set forth
in the Underwriting and Investment Exhibit, Part Two in the Annual
Statement):

(1) Premiums earned;
(2) Losses incurred;
(3) Loss expenses incurred;
(4) Ratios of the sum of the losses and loss expenses to premium

earned; and
(5) Net premiums written; and
iv. The projected values required in the Underwriting and Invest­

ment Exhibit, Part Four-Expenses in the Annual Statement; and
4. Any other information requested by the Commissioner which

is relevant to the evaluation of the insurer's plan to comply with
increased capital and surplus requirements.

(c) The Department shall, upon receipt of the insurer's proposed
plan in accordance with N.J.A.C. 11:2-38.4(b), provide the insurer
with written notice of its approval of, or any deficiencies in, the
proposed plan.

11:2-38.5 Hearing requirements and procedures
(a) If an insurer is subject to an order issued by the Commissioner

pursuant to N.J.A.C. 11:2-38.4(a), and the insurer objects to the
actions ordered to be taken as set forth therein, the insurer may
request a hearing on the Commissioner's determination within seven
days from the date of receipt of such order as follows:

1. A request for a hearing shall be in writing and shall include:
i. The name, address, and daytime telephone number of a contact

person familiar with the matter;
ii. A copy of the order involved;
iii. A statement requesting the hearing; and
iv. A concise statement specifying the reason(s) the insurer should

not be required to increase its capital and surplus consistent with
the Commissioner's order.

(b) Pursuant to P.L. 1993, c.234, section 6, a hearing relating to
the increase of capital or surplus shall be a formal departmental
hearing before the Commissioner or his deisgnee, on a record, and
all matters pertaining to a hearing or to an increase of capital or
surplus shall be confidential and not subject to subpoena or public
inspection, except as otherwise provided by NJ.S.A. 17:17-1 et seq.

(c) The Department shall initiate the departmental hearing within
20 days from the date of the insurer's receipt of the Commissioner's
notice in N.J.A.C. 11:2-38.4(a) above.

(d) An Order issued by the Department pursuant to N.J.A.C.
11:2-38.4(a) above shall be stayed pending the outcome of the
hearing.

(e) The Department shall issue a written hearing decision within
30 days of the hearing, which shall include the Department's findings
and a determination whether the Order issued in N.J.A.C.
11:2-38.4(a) above shall be affirmed, modified or rescinded.
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11:2-38.6 Fines and penalties
(a) Failure to comply with this subchapter may result in an in­

surer's suspension or revocation of authority to do business in the
State of New Jersey.

(a)
DIVISION OF FINANCIAL EXAMINATIONS AND

LIQUIDATIONS
Increase in Capital and Surplus Requirements for

Life and Health Insurers
Adopted Concurrent New Rules: N.J.A.C. 11 :2·39
Proposed: September 7, 1993 at 25 NJ.R. 4309(a).
Adopted: October 15, 1993 by Samuel F. Fortunato,

Commissioner, Department of Insurance.
Filed: October 15, 1993 as R.1993 d.561, with substantive and

technical changes not requiring additional public notice and
comment (see N.J.A.C. 1:30-4.3).

Authority: N.J.S.A. 17:1-8.1, 17:1C-6(e), 17:32-31 et seq., P.L.
1993, c.235 and c.245.

Effective Date: October 15, 1993, Readoption of emergency
rules;
November 15, 1993, Change upon adoption.

Expiration Date: November 30,1995.

These rules were adopted on an emergency basis and concurrently
proposed on September 7, 1993 pursuant to NJ.S.A. 52:14B-4(c). The
present adoption of the concurrent proposed new rules is effective upon
acceptance for filing at the Office of Administrative Law (see N.J.A.C.
1:30-4.4(d», except for change upon adoption which is effective on the
date of publication of this notice, November 15, 1993.

Summary of Public Comments and Agency Responses:
No comments received.

Summary of Agency-Initiated Change:
The Department has added a new paragraph 4 at N.J.A.C.

11:2-39.15(a) in order to relieve insurers who have requested a temporary
waiver of the minimum capital and surplus requirements from the
necessity of filing an RBC Plan if they are able to certify that they meet
the minimum requirements as of December 31, 1993. For some insurers
(in particular, subsidiaries of larger corporations), the appropriate
response to these new laws and rules will be to directly increase capital
and/or surplus. If this is done promptly, the Department should not
require and does not need to review an RBC Plan.

Full text of the adoption follows (additions to proposal indicated
in boldface with asterisks ·thus·; deletions from proposal indicated
in brackets with asterisks '[thus)'):

SUBCHAPTER 39. INCREASE IN CAPITAL AND SURPLUS
REQUIREMENTS FOR LIFE AND
HEALTH INSURERS

11:2-39.1 Purpose and scope
The purpose of this subchapter is to provide a framework for the

establishment of uniform risk-based capital and surplus requirements
for all insurers authorized to write life, health and annuity business
specified in N.J.S.A. 17B:17-3, 4 and 5, and to implement the
provisions of P.L. 1993, c.235 (enacted August 9, 1993), which
provide new minimum capital and surplus requirements and
authorize the Commissioner to increase these requirements for in­
dividual insurers based upon the insurer's business risks.

11:2-39.2 Definitions
The following words and terms, when used in this subchapter, shall

have the following meanings, unless the context clearly indicates
otherwise:

"Adjusted RBC Report" means an RBC Report which has been
adjusted by the Commissioner in accordance with NJ.A.e.
11 :2-39.3(d).
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"Corrective '[Order)* ·order*" means an order issued by the
Commissioner in accordance with N.J.A.e. 1l:2-39.5(b).

"NAIC" means the National Association of Insurance Com­
missioners.

"NAIC RaC Instructions" means the form of the Life Risk-Based
Capital Report and instructions for completing such form adopted
by the NAIC, as such form and instructions may be amended by
the NAIC from time to time in accordance with the procedures
adopted by the NAIC.

"NAIC RBC Report" means the Life Risk-Based Capital Report
prepared pursuant to the NAIC RBC Instructions.

"Negative trend" means a negative trend over a period of time,
as determined in accordance with the "Trend Test Calculation"
included in the NAIC RBC Instructions.

"RBC" means Risk-Based Capital.
"RBC Instructions" means the NAIC RBC Instructions as sup­

plemented by the Commissioner.
"RBC Level" means an insurer's Company Action Level RBC,

Regulatory Action Level RBC, Authorized Control Level RBC, or
Mandatory Control Level RBC where:

1. "Company Action Level RBC" means, with respect to any
insurer, the product of 2.0 and its Authorized Control Level RBC;

2. "Regulatory Action Level RBC" means, with respect to any
insurer, the product of 1.5 and its Authorized Control Level RBC;

3. "Authorized Control Level RBC" means, with respect to any
insurer, the number determined under the risk-based capital formula
in accordance with the RBC Instructions; and

4. "Mandatory Control Level RBC" means, with respect to any
insurer, the product of .70 and its Authorized Control Level RBe.

"RBC Plan" means a comprehensive financial plan containing the
elements specified at N.J.A.C. 1l:2-39.4(b). If the Commissioner
rejects the RBC Plan, and it is revised by the insurer, with or without
the Commissioner's recommendation, the plan shall be called the
"Revised RBC Plan."

"RBC Report" means the NAIC RBC Report as supplemented
pursuant to the RBC Instructions.

"Required capital" is zero for any mutual insurer, and for any
stock insurer means:

1. $1,000,000 for either or both kinds of business specified in
NJ.S.A. 17B:17-3 and 5;

2. $700,000 for the kind of business specified in N.J.S.A. 17B:17-4;
and

3. $1,530,000 for all three kinds of business specified in N.J.S.A.
17B:17-3, 4 and 5.

"Required surplus" means, for any insurer, such amount of
statutory surplus as would cause the insurer's total adjusted capital
to equal its Mandatory Control Level RBC, but in no event less
than:

1. For either or both kinds of business specified in N.J.S.A.
178:17-3 and 5, $4,000,000;

2. For the kind of business specified in N.J.S.A. 17B:17-4,
$2,800,000 for a stock insurer or $3,000,000 for a mutual insurer;
and

3. For all three kinds of business specified in N.J.S.A. 178:17-3,
4 and 5, $6,120,000 for a stock insurer or $6,300,000 for a mutual
insurer.

"Total adjusted capital" means an insurer's statutory capital and
surplus increased or decreased by such other items, if any, as the
RBC Instructions may provide.

11:2-39.3 RBC reports
(a) Every domestic insurer authorized to write life insurance,

health insurance or annuity business in this State shall, on or before
each March 15 (the "filing date"), prepare and submit to the Com­
missioner an RBC Report as of the preceding December 31. The
RBC Report shall be sent or delivered to:

New Jersey Department of Insurance
Financial Examinations, RBC Reports
20 West State Street
CN 325
Trenton, New Jersey 08625
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(b) If at any time the Commissioner believes that the financial
condition of an insurer authorized to write life insurance, health
insurance or annuity business in this State may have materially
changed, the Commissioner may request in writing an updated RBC
Report from the insurer. In such event, the insurer shall, on or
before the 45th day following such request (the "filing date"),
prepare and submit to the Commissioner at the address in (a) above
an RBC Report as of the last day of the calendar month coincident
with or last preceding the date of the request.

(c) Every domestic insurer shall also file its NAIC RBC Report
with the NAIC in accordance with the NAIC RBC Instructions. In
addition, if the insurer has been notified in writing by the insurance
department of any state in which the insurer is authorized to do
business, the insurer shall file its NAIC RBC Report with such state
by the filing date or, if later, within 15 days from receipt of notice
to file.

(d) If an insurer files an RBC Report which in the judgment of
the Commissioner is inaccurate, then the Commissioner shall adjust
the RBC Report to correct the inaccuracy and shall notify the insurer
of the adjustment. The notice shall contain a statement of the reason
for the adjustment.

(e) The calculation of an insurer's required surplus as set forth
in an RBC Report filed and accepted by the Commissioner pursuant
to (a) or (b) above, or as adjusted by the Commissioner pursuant
to (d) above, shall be deemed to be a redetermination of the
insurer's minimum statutory capital and surplus requirement
pursuant to P.L. 1993, c.235, §4.

1. If an insurer disagrees with the minimum capital and surplus
as determined above, it may request a hearing as provided at
N.J.A.C. 11:2-39.9.

2. An insurer requesting a hearing shall d'l so upon filing an RBC
Report, or within 20 days of receipt of notice from the Commissioner
of an adjustment.

3. Failure to request a hearing shall be deemed to be a waiver
of the right to a hearing on the redetermined minimum capital and
surplus requirement for the insurer.

11:2-39.4 Company action level event
(a) "Company action level event" means any of the following

events:
1. The filing of an RBC Report by an insurer which indicates that:
i. The insurer's *[Total Adjusted Capital]* *total adjusted capi­

tal* is greater than or equal to its Regulatory Action Level RBC
but less than its Company Action Level RBC; or

ii. The insurer has total adjusted capital which is greater than or
equal to its Company Action Level RBC but less than the product
of its Authorized Control Level RBC and 2.5 and has a negative
trend;

2. The notification by the Commissioner to the insurer of an
Adjusted RBC Report that indicates the event in (a)li or ii above,
provided the insurer does not challenge the Adjusted RBC Report
under N.J.A.C. 11:2-39.9; or

3. If the insurer, under N.J.A.C. 11:2-39.9, challenges an Adjusted
RBC Report that indicates the event in (a)li or ii above, the
notification by the Commissioner to the insurer that the Com­
missioner has, after a hearing, rejected the insurer's challenge.

(b) In the event of a company action level event, a domestic
insurer shall within 45 days prepare and submit to the Commissioner
an RBC Plan which shall:

1. Identify the conditions in the insurer which contribute to the
company action level event;

2. Set forth corrective actions which the insurer intends to take
that are reasonably expected to result in the elimination of the
company action level event;

3. Provide projections of the insurer's financial results in the
current year and at least the four succeeding years, both in the
absence of proposed corrective actions and giving effect to the
proposed corrective actions, including projections of statutory
operating income, net income, capital and/or surplus. (The projec­
tions of both new and renewal business shall include separate projec­
tions for each major line of business and separately identify each
significant income, expense and benefit component);
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4. Identify the key assumptions impacting the insurer's projections
and the sensitivity of the projections to the assumptions; and

5. Identify the quality of, and problems associated with, the in­
surer's business including, but not limited to, its assets, anticipated
business growth and associated surplus strain, extraordinary exposure
to risk, mix of business and use of reinsurance in each case, if any.

(c) Within 60 days after the submission by a domestic insurer of
an RBC Plan or a Revised RBC Plan to the Commissioner, the
Commissioner shall notify the insurer whether such Plan shall be
implemented or is, in the judgment of the Commissioner, unsatisfac­
tory. If the Commissioner determines that the Plan is unsatisfactory,
the notification to the insurer shall set forth the reasons for the
determination, and may set forth proposed revisions which will
render the Plan satisfactory, in the judgment of the Commissioner.
The Commissioner may, at his or her discretion, subject to the
insurer's right to a hearing under N.J.A.C. 11:2-39.9, specify in the
notification that the notification constitutes a regulatory action level
event. Upon notification from the Commissioner, the insurer shall
prepare a Revised RBC Plan, which may incorporate by reference
any revisions proposed by the Commissioner, and shall submit the
Revised RBC Plan to the Commissioner:

1. Within 45 days after the notification from the Commissioner;
or

2. If the insurer challenges the notification from the Com­
missioner under N.J.A.C. 11:2-39.9, within 45 days after a notification
to the insurer that the Commissioner has, after a hearing, rejected
the insurer's challenge.

(d) Every domestic insurer that flies an RBC Plan or Revised
RBC Plan with the Commissioner shall file a copy of the RBC Plan
or Revised RBC Plan with the insurance commissioner in any state
in which the insurer is authorized to do business if:

1. Such state has a confidentiality provision substantially similar
to N.J.A.C. 11:2-39.1O(a); and

2. The insurance commissioner of that state has notified the
insurer of its request for the filing in writing, in which case the
insurer shall file a copy of the RBC Plan or Revised RBC Plan in
that state no later than the later of:

i. Fifteen days after the receipt of notice to file a copy of its RBC
Plan or Revised RBC Plan with the state; or

ii. The date on which the RBC Plan or Revised RBC Plan is filed
under (b) or (c) above.

11:2-39.5 Regulatory action level event
(a) "Regulatory action level event" means, with respect to any

insurer, any of the following events:
1. The filing of an RBC Report by an insurer which indicates that

the sum of its capital and statutory surplus is at least 110 percent
but less than 125 percent of the sum of its required capital and
required surplus.

2. The filing of an RBC Report by an insurer which indicates that
the insurer's total adjusted capital is greater than or equal to its
Authorized Control Level RBC but less than its Regulatory Action
Level RBC;

3. The notification by the Commissioner to an insurer of an
Adjusted RBC Report that indicates the event in (a)1 or 2 above,
provided the insurer does not challenge the Adjusted RBC Report
under N.J.A.C. 11:2-39.9;

4. If the insurer, under N.J.A.C. 11:2-39.9, challenges an Adjusted
RBC Report that indicates the event in (a)1 or 2 above, the notifica­
tion by the Commissioner to the insurer that the Commissioner has,
after a hearing, rejected the insurer's challenge;

5. The failure of the insurer to file an RBC Report by the filing
date, unless the insurer has provided an explanation for such failure
which is satisfactory to the Commissioner and has cured the failure
within 10 days after the filing date;

6. The failure of the insurer to comply with the filing deadlines
set forth at NJ.A.C. 11:2-39.4(b) and (c);

7. Notification by the Commissioner to the insurer that:
i. An RBC Plan or Revised RBC Plan submitted by the insurer

is, in the judgment of the Commissioner, unsatisfactory; and
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ii. Such notification constitutes a regulatory action level event with
respect to the insurer, provided the insurer has not challenged the
determination under N.J.A.C. 11:2-39.9;

8. If the insurer, under N.J.A.C. 11:2-39.9, challenges a determina­
tion by the Commissioner pursuant to (a)7 above, the notification
by the Commissioner to the insurer that the Commissioner has, after
a hearing, rejected such challenge;

9. Notification by the Commissioner to the insurer that the insurer
has failed to adhere to its RBC Plan or Revised RBC Plan, but
only if such failure has a substantial adverse effect on the ability
of the insurer to eliminate the regulatory action level event in
accordance with its RBC Plan or Revised RBC Plan and the Com­
missioner has so stated in the notification, provided the insurer has
not challenged the determination under N.J.A.C. 11:2-39.9; or

10. If the insurer, under N.J.A.C. 11:2-39.9, challenges a de­
termination by the Commissioner pursuant to (a)9 above, the
notification by the Commissioner to the insurer that the Com­
missioner has, after a hearing, rejected the challenge (unless the
failure of the insurer to adhere to its RBC Plan or Revised RBC
Plan has no substantial adverse effect on the ability of the insurer
to eliminate the regulatory action level event with respect to the
insurer).

(b) In the event of a regulatory action level event, the Com­
missioner shall for a domestic insurer, and may for a foreign insurer
pursuant to N.J.A.C. 11:2-39.12:

1. Require the insurer to prepare and, within 45 days, submit an
RBC Plan or, if applicable, a Revised RBC Plan;

2. Perform such examination or analysis as the Commissioner
deems necessary of the assets, liabilities and operations of the insurer
including a review of its RBC Plan or Revised RBC Plan; and

3. Subsequent to the examination or analysis, issue a "[Corrective
Order]· *corrective order* specifying such corrective actions as the
Commissioner shall determine are required.

(c) In determining corrective actions, the Commissioner may take
into account such factors as are deemed relevant with respect to
the insurer based upon the Commissioner's examination or analysis
of the assets, liabilities and operations of the insurer including, but
not limited to, the results of any sensitivity tests undertaken pursuant
to the RBC Instructions.

(d) The Commissioner may retain actuaries and investment ex­
perts and other consultants as may be necessary in the judgment
of the Commissioner to review the insurer's RBC Plan or Revised
RBC Plan, examine and analyze the assets, liabilities and operations
of the insurer and formulate the "[Corrective Order]" *corrective
order* with respect to the insurer. The fees, costs and expenses
relating to consultants shall be borne by the affected insurer or such
other affiliated or controlling party as directed by the Commissioner.

11:2-39.6 Authorized control level event
(a) "Authorized control level event" means any of the following

events:
1. The filing of an RBC Report by an insurer which indicates that

the sum of its capital and statutory surplus equals or exceeds by
less than 10 percent the sum of its required capital and required
surplus.

2. The filing of an RBC Report by an insurer which indicates that
the insurer's total adjusted capital is greater than or equal to its
Mandatory Control Level RBC but less than its Authorized Control
Level RBC;

3. The notification by the Commissioner to the insurer of an
Adjusted RBC Report that indicates an event in (a)l or 2 above,
provided the insurer does not challenge the Adjusted RBC Report
under N.JAC. 11:2-39.9;

4. If the insurer, under N.J.A.C. 11:2-39.9, challenges an Adjusted
RBC Report that indicates an event in (a)l or 2 above, notification
by the Commissioner to the insurer that the Commissioner has, after
a hearing, rejected the insurer's challenge;

5. The failure of the insurer to comply with the filing deadline
set forth at N.J.A.C. 11:2-39.5(b)1, unless the insurer has provided
an explanation for such failure which is satisfactory to the Com­
missioner and has cured such failure within 10 days after the
deadline.
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6. The failure of the insurer to respond, in a manner satisfactory
to the Commissioner, to a corrective order, provided the insurer has
not challenged the corrective order under N.J.A.C. 11:2-39.9; or

7. If the insurer has challenged a corrective order under N.J.A.C.
11:2-39.9 and the Commissioner has, after a hearing, rejected the
challenge or modified the corrective order, the failure of the insurer
to respond, in a manner satisfactory to the Commissioner, to the
corrective order subsequent to rejection or modification by the
Commissioner.

(b) In the event of an authorized control level event with respect
to an insurer, the Commissioner shall:

1. Take such actions as are required under N.J.A.C. 11:2-39.5
regarding an insurer with respect to which a regulatory action level
event has occurred; or

2. If the Commissioner deems it to be in the best interests of
the policyholders and creditors of the insurer and of the public, take
such actions as are necessary to cause the insurer to be placed under
regulatory control pursuant to N.J.S.A. 17B:32-31 et seq. In the event
the Commissioner takes such actions, the authorized control level
event shall be deemed sufficient grounds for the Commissioner to
take action under the said Act, and the Commissioner shall have
the rights, powers and duties with respect to the insurer as are set
forth in the said Act.

11:2-39.7 Mandatory control level event
(a) "Mandatory control level event" means any of the following

events:
1. The filing of an RBC Report which indicates that the sum of

the insurer's capital and statutory surplus is less than the sum of
its required capital and required surplus;

2. The filing of an RBC Report which indicates that the insurer's
total adjusted capital is less than its Mandatory Control Level RBC;

3. Notification by the Commissioner to the insurer of an Adjusted
RBC Report that indicates the event in (a)l or 2 above, provided
the insurer does not challenge the Adjusted RBC Report under
N.JAC. 11:2-39.9; or

4. If the insurer, under N.J.A.C. 11:2-39.9, challenges an Adjusted
RBC Report that indicates the event in (a)l or 2 above, notification
by the Commissioner to the insurer that the Commissioner has, after
a hearing, rejected the insurer's challenge.

(b) In the event of a mandatory control level event as set forth
in (a)2, 3 or 4 above, the Commissioner shall take actions necessary
to cause a domestic insurer to be placed under regulatory control
pursuant to N.J.S.A. 17B:32-31 et seq. In that event, the mandatory
control level event shall be deemed sufficient grounds for the Com­
missioner to take action under the said Act, and the Commissioner
shall have the rights, powers and duties with respect to the insurer
as are set forth in the said Act. In the event the Commissioner takes
actions pursuant to an Adjusted RBC Report, the insurer shall be
entitled to such protections as are afforded to insurers under
provisions of the said Act. Notwithstanding any of the foregoing,
the Commissioner may forego action for up to 90 days after the
mandatory control level event if he or she finds there is a reasonable
expectation that the mandatory control level event may be eliminated
within the 9O-day period. In the event of a mandatory control level
event as set forth in (a)l above, the Commissioner may take such
action as provided in this subsection.

11:2-39.8 Filings of RBC Plans
A filing of an RBC Plan pursuant to N.JAC. 11:2-39.4(b), 5(b)

or 15(a)2 shall be accompanied by a nonrefundable filing fee of
$500.00 and shall be sent or delivered to:

New Jersey Department of Insurance
Financial Examinations, Capital and Surplus Waivers
20 West State Street
CN 325
Trenton, New Jersey 08625

11:2-39.9 Hearings
(a) An insurer shall have the right to a departmental hearing, on

a record, at which the insurer may challenge any determination or
action by the Commissioner.
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(b) The insurer shall notify the Commissioner of its request for
a hearing within five days upon:

1. Notification to the insurer by the Commissioner of an Adjusted
RBe Report; or

2. Notification to the insurer by the Commissioner that:
i. The insurer's RBC Plan or Revised RBC Plan is unsatisfactory;

and
ii. Such notification constitutes a *[Regulatory Action Level

Event]* ·regulatory action level event· with respect to such insurer;
or

3. Notification to any insurer by the Commissioner that the insurer
has failed to adhere to its RBC Plan or Revised RBC Plan and
that such failure has a substantial adverse effect on the ability of
the insurer to eliminate the *[Company Action Level Event or
Regulatory Action Level Event]* ·company action level event or
regulatory action level event· with respect to the insurer in ac­
cordance with its RBC Plan or Revised RBC Plan; or

4. Notification to the insurer by the Commissioner of a *[Correc­
tive Order]* ·corrective order* with respect to the insurer; or

5. Increased requirements pursuant to P.L. 1993, c.235, §4.
(c) Upon receipt of the insurer's request for a hearing, the Com­

missioner shall set a date for the hearing, which date shall be no
less than 10 nor more than 20 days after the date of the Com­
missioner's notice to the insurer granting the hearing.

(d) All matters pertaining to a hearing or to an increase of capital
or surplus pursuant to these rules shall be confidential and not
subject to subpoena or public inspection, except to the extent that
the Commissioner finds release of information necessary to protect
the public.

(e) Failure to request a hearing upon filing of an RBC Report
or failure to request a hearing within 20 days of notice of an Adjusted
RBC Report shall be deemed a waiver of an insurer's right to a
hearing pursuant to P.L. 1993, c.235, §4.

11:2-39.10 Confidentiality and prohibition on announcements
(a) All RBC Reports (to the extent the information therein is

not required to be set forth in a publicly available annual statement
schedule) and RBC Plans (including the results or reports of any
examination or analysis of an insurer performed pursuant hereto and
any corrective order issued by the Commissioner pursuant to ex­
amination or analysis) with respect to any domestic insurer or foreign
insurer which are filed with the Commissioner constitute information
that might be damaging to the insurer if made available to its
competitors, and therefore shall be kept confidential by the Com­
missioner. This information shall not be made public and/or be
subject to subpoena, other than by the Commissioner and then only
for the purpose of enforcement actions taken by the Commissioner
pursuant to this subchapter or any other provision of the insurance
laws of this State.

(b) The comparison of an insurer's total adjusted capital to any
of its RBC Levels is a regulatory tool which may indicate the need
for possible corrective action with respect to the insurer, and is not
intended as a means to rank insurers generally. Therefore, except
as otherwise required under the provisions of this subchapter, the
making, publishing, disseminating, circulating or placing before the
public, or causing, directly or indirectly to be made, published,
disseminated, circulated or placed before the public in a newspaper,
magazine or other publication, or in the form of a notice, circular,
pamphlet, letter or poster, or over any radio or television station,
or in any other way, an advertisement, announcement or statement
containing an assertion, representation or statement with regard to
the RBC Levels of any insurer, or of any component derived in the
calculation, by any insurer, agent, broker or other person engaged
in any manner in the insurance business would be misleading and
is therefore prohibited; provided, however, that if any materially false
statement with respect to the comparison regarding an insurer's total
adjusted capital to its RBC Levels (or any of them) or an inap­
propriate comparison of any other amount to the insurer's RBC
Levels is published in any written publication and the insurer is able
to demonstrate to the Commissioner with substantial proof the falsity
of such statement, or the inappropriateness, as the case may be, then
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the insurer may publish an announcement in a written publication
if the sole purpose of the announcement is to rebut the materially
false statement.

11:2-39.11 Supplemental provisions
The provisions of this subchapter are supplemental to any other

provisions of the laws of this State, and shall not preclude a limit
any other powers or duties of the Commissioner under such laws
including, but not limited to, N.J.S.A. 17B:32-31 et seq. and N.J.A.C.
11:2-27.

11:2-39.12 Foreign insurers
(a) Any foreign insurer shall, upon the written request of the

Commissioner, submit to the Commissioner an RBC Report as of
the end of the calendar year just ended the later of the filing date
or within 15 days after the request is received by the foreign insurer.

(b) Any foreign insurer admitted to transact business in this State
shall promptly submit to the Commissioner a copy of any RBC Plan
or Revised RBC Plan that is filed with the insurance commissioner
of any other state.

(c) In the event of a company action level event or regulatory
action level event with respect to any foreign insurer, if the insurance
commissioner of the state of domicile of the foreign insurer fails
to require the foreign insurer to file an RBC Plan in a manner
substantially similar to that specified under N.J.A.C. 11:2-39.4, the
Commissioner may require the foreign insurer to file an RBC Plan
with the Commissioner. In such event, the failure of the foreign
insurer to file an RBC Plan with the Commissioner shall be grounds
to order the insurer to cease and desist from writing new business
in this State.

(d) In the event of an authorized control level event or a man­
datory control level event with respect to any foreign insurer, if no
domicilary receiver has been appointed with respect to the foreign
insurer under the rehabilitation and liquidation statute applicable
in the state of domicile of the foreign insurer, the Commissioner
may make application to the Superior Court pursuant to N.J.S.A.
17B:32-31 et seq. with respect to the liquidation of property of
foreign insurers found in this State, and the occurrence of the
*[Authorized Control Level Event or Mandatory Control Level
Event]* ·authorized control level event or mandatory control level
event· shall be considered adequate grounds for the application.

11:2-39.13 Severability clause
If any provision of this subchapter, or the application thereof to

any person or circumstance, is held invalid, such determination shall
not affect the provisions or applications of this subchapter which
can be given effect without the invalid provision or application, and
to that end the provisions of this subchapter are severable.

11:2-39.14 Notices
All notices by the Commissioner to an insurer which may result

in regulatory action hereunder shall be effective upon dispatch if
transmitted by registered or certified mail to the insurer's mailing
address as provided pursuant to N.J.A.C. 11:1-25 or, in the case of
any other transmission, shall be effective upon the insurer's receipt
of such notice.

11:2-39.15 Phase-in provision
(a) An insurer subject to this subchapter may request a temporary

waiver of the minimum capital and surplus requirements set forth
in P.L. 1993, c.235 as follows:

1. The insurer must make application in writing to the Com­
missioner by October 15, 1993. The waiver request shall be
forwarded to:

New Jersey Department of Insurance
Financial Examinations, Capital and Surplus Waivers
20 West State Street
CN 325
Trenton, New Jersey 08625
2. Filing the waiver request shall constitute a regulatory action

level event. The insurer shall prepare and file an RBC Plan with
the Commissioner at the same address as set forth above, but the
time for filing the RBC Plan shall be extended to 120 days. After
such review, examination and analysis as is deemed necessary, the
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Commissioner shall issue a corrective order which may include an
appropriate limited waiver of the minimum capital and surplus
requirements. In no event shall the corrective order temporarily
waive the applicable capital and surplus requirements for a period
of more than five years.

3. If the insurer is responding to the corrective order in a manner
satisfactory to the Commissioner, then the filing of an RBC Report
shall not constitute an authorized control level event or a mandatory
control level event.

*4. Solely for the purpose of this subsection, an insurer's RBC
Plan may be limited to a certification that its capital and surplus
meet the minimum requirements set forth in P.L. 1993, c.235 as
of December 31, 1993. Such certification shall be signed by the
insurer's Chief Executive Officer and shall have the effect of termi­
nating the regulatory action level event. The Commissioner may
request that the insurer submit additional documentation to support
tbe certification, if necessary.*

(b) For RBC Reports required to be filed with respect to 1993,
the following requirements shall apply in lieu of the provisions of
N.J.A.C. 11:2-39.5, 39.6 and 39.7:

1. In the event of a regulatory action level event under N.J.A.C.
11:2-39.5(a)l, 2 or 3, the Commissioner shall take the actions re­
quired under N.J.A.C. 11:2-39.4.

2. In the event of a regulatory action level event under N.J.A.C.
11:2-39.5(a)4, 5, 6, 7 or 9 or an authorized control level event, the
Commissioner shall take the actions required under N.J.A.C.
11:2-39.5 ~ith respect to the insurer.

3. In the event of a mandatory control level event with respect
to an insurer, the Commissioner shall take the actions required
under N.J.A.C. 11:2-39.6 with respect to the insurer.

(c) Until August 16, 1996, all insurers shall be deemed to have
applied for, and been granted, a waiver from the requirement of
P.L. 1993, c.235 §2 to maintain their minimum capital and surplus
in cash and short term assets. This waiver shall not be construed
to prevent the Commissioner from taking any other action
authorized by law with regard to an insurer's financial condition
including, but not limited to, action pursuant to N.J.S.A. 17B:32-31
et seq.; P.L. 1993, c.245; and NJ.A.C. 11:2-27.

(a)
DIVISION OF ACTUARIAL SERVICES
Life, Health and Annuity Reinsurance Agreements
Adopted Concurrent New Rules: N.J.A.C. 11 :2-40
Proposed: September 7, 1993 at 25 N.J.R. 4314(a).
Adopted: October 15, 1993 by Samuel F. Fortunato,

Commissioner, Department of Insurance.
Filed: October 15, 1993 as R.1993 d.562, with substantive and

technical changes not requiring additional public comment
(see N.J.A.C. 1:30-4.3).

Authority: N.J.S.A. 17:1-8.1, 17:1C-6, 17:23-1 et seq., 17:44A-24,
17:45-1 et seq., 17B:18-62 et seq., 17B:21-1 et seq., and P.L.
1993, c.243.

Effective Date: October 15, 1993, Readoption of emergency new
rules;
November 15, 1993, Changes upon adoption.

Expiration Date: November 30, 1995.

These new rules were adopted on an emergency basis and concurrently
proposed on September 7, 1993 pursuant to N.J.S.A. 52:14B-4(c). The
present adoption of the concurrent proposed rules is effective upon
acceptance for filing at the Office of Administrative Law (see N.J.A.C.
1:30-4.4(d», except for changes upon adoption, which are effective on
the date of publication of this notice, November 15, 1993.

Summary of Public Comments and Agency Responses:
The Department received one comment on the proposed rules from

Prudential Insurance Company.
COMMENT: The commenter stated that proposed NJ.A.C. 11:2-40.3

and 40.6 requiring Department approval of all reinsurance agreements
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and amendments to agreements, and the submission of certain financial
information with the agreements, would impede the timely signing of
agreements, add to administrative expense, and have a chilling effect
on reinsurance agreements that should be supported as a matter of public
policy. According to the commenter, certain reinsurance agreements are
routinely entered into and are relatively simple arrangements, for which
credits for reserves held by an appropriately licensed reinsurer are taken.
A requirement that such agreements, together with actuarial memoranda,
be filed with Department could make the cost of the agreements
prohibitive, although the impact on surplus is negligible. The commenter
requested that these proposed rule provisions be removed, or, alterna­
tively, that the provisions be restricted to agreements having a material
impact on surplus.

RESPONSE: It is the Department's position that filing reinsurance
agreements with the Commissioner would not significantly burden those
insurers entering into such agreements. It has all along been the Depart­
ment's intent to require the approval of only those reinsurance agree­
ments over which the Commissioner has been granted statutory prior
approval authority pursuant to N.J.S.A. 17B:18-64. This statutory
provision states that all reinsurance agreements entered into by domestic
insurers shall be submitted to the Commissioner for approval, except
those agreements reinsuring single risks or policies, in whole or in part,
or risks covered by any group policy or contract, in whole or in part.
Additionally, this provision requires the Commissioner's approval for all
reinsurance agreements where a domestic mutual insurer cedes all or
any substantial part of its risks to a stock insurer. Accordingly, the
Department is revising N.J.A.C. 11:2-40.3 to more accurately reflect that
intent. Nevertheless, the Department believes that the fIiing of all re­
insurance agreements as well as the submission of the actuarial informa­
tion pursuant to N.J.A.C. 11:2-40.6, are necessary in the Department's
determination of compliance with the proposed rules.

Summary of Changes Upon Adoption:
1. Proposed N.J.A.C. 11:2-40.1(b3) has been deleted as being

duplicative of N.J.A.C. 11:2-40.1(b)1 and 2.
2. Proposed N.J.A.C. 11:2-40.1(c) has been revised for purposes of

clarification. As proposed, this provision stated that certain provisions
of rules are not applicable to nonproportional reinsurance. The term
"nonproportional reinsurance" was not defined in the proposal. Accord­
ingly, the words "catastrophe, stop-loss or other" have been added since
they are types of nonproportional reinsurance, and have been defined
in the proposal.

3. N.J.A.C. 11:2-40.3(a) has been amended for clarification purposes
by adding language previously appearing at N.J.A.C. 11:2-40.6(a), which
sets forth the documentation required to be submitted to the Department
with the reinsurance agreements to be filed. This change was made so
that all documents required to be submitted for filing appear in one
section of this subchapter.

4. At N.J.A.C. 11:2-40.3(a)l, (b)1 and (b)3, the words "for which the
Commissioner has been granted statutory prior approval authority" have
been added as a result of the comment received by the Department.
This language serves to clarify the Department's intent that the Com­
missioner approve only those reinsurance agreements over which he or
she has been granted such statutory authority, not all reinsurance agree­
ments.

5. On Exhibit 2 in the Appendix, for clarification, a line has been
inserted in the formula appearing in the Exhibit which did not appear
on proposal.

Full text of the adoption follows (additions to proposal indicated
in boldface with asterisks *thus*; deletions from proposal indicated
in brackets with asterisks *[thus]*):

SUBCHAPTER 40. LIFE, HEALTH AND ANNUITY
REINSURANCE AGREEMENTS

11 :2-40.1 Purpose and scope
(a) The purpose of this subchapter is to provide standards for

reinsurance agreements pursuant to which a ceding insurer may
reduce a liability or establish an asset on any financial statements
filed with the Department.

(b) This subchapter shall apply to the following:
1. All domestic insurers authorized to transact life insurance,

accident and health insurance or annuity business in this State;
2. All foreign and alien insurers authorized to transact life in­

surance, accident and health insurance or annuity business in this
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State which otherwise are not subject to rules in their state of
domicile that are substantially similar to those contained herein;

*[3. All property and casualty insurers authorized to transact
accident and health insurance;]·

*[4.]**3.* All reinsurers authorized to effect life, accident and
health or annuity reinsurance agreements in this State; and

·[5.]**4.* All reinsurance agreements entered into by an entity
subject to this subchapter, except as N.J.A.C. 11:2-40.5 may apply.

(c) This subchapter shall not apply with respect to assumption
reinsurance agreements. N.J.A.C. 11:2-40.4(a)l, 4, 6 and 7 shall not
apply to *catastrophe, stop-loss or other* nonproportional re­
insurance. N.J.A.C. 11:2-40.4(a)4, 6 and 7 shall not apply to term
reinsurance.

11:2-40.2 Definitions
The following words and terms, when used in this subchapter, shall

have the following meanings, unless the context clearly indicates
otherwise:

"Actuary" means a Member of the American Academy of Actu­
aries or a Fellow of the Society of Actuaries or a Fellow of the
Casualty Actuarial Society who is qualified by training and ex­
perience, pursuant to the standards promulgated by the Actuarial
Standards Board, to provide the opinions required in this subchapter.

"Assumption reinsurance" means reinsurance whereby the re­
insurer assumes from the ceding insurer all risks, obligations, duties
and rights arising under a policy; following assumption, a policy is
treated by all persons as if the reinsurer were the insurer which had
issued the policy.

"Authorized" means that an insurer has a certificate of authority
issued by the Commissioner to act as an insurer in this State pursuant
to Title 17 or 17B of the New Jersey Statutes.

"Catastrophe reinsurance" means reinsurance of the risk that the
aggregate number or dollar amount of claims incurred under a set
of policies as a result of a single event or occurrence, such as an
accident or a storm, will exceed a defined threshold number or
amount.

"Ceding insurer" means an insurer which procures indemnification
for itself from another insurer with respect to all or part of an
insurance risk associated with one or more policies issued by the
former insurer, should losses be sustained.

"Commissioner" means the Commissioner of the New Jersey
Department of Insurance.

"Department" means the New Jersey Department of Insurance.
"Domestic" means an entity formed under the laws of this State.
"Insurer" means any person or entity transacting the business of

life, accident or health insurance, or annuities.
"LTC" means long-term care insurance.
"Policy" means any life insurance, health insurance or annuity

policy or contract, as defined pursuant to N.J.S.A. 17B:17-3, 4 and
5, which is not reinsurance.

"Reinsurance" means a contractual arrangement whereby an in­
surer, for some consideration, agrees to indemnify a ceding insurer
for all or part of a loss which the ceding insurer may incur under
one or more policies that the ceding insurer has or will issue. This
term is intended to include facultative reinsurance, automatic re­
insurance agreements, reinsurance agreements of pools and associa­
tions, and such other similar reinsurance arrangements by whatever
name or device.

"Reinsurance credit" means the amount of a liability reduction
or the asset established as permitted by this subchapter.

"Reinsurer" means an insurer which agrees to provide re­
insurance.

"Renewable term reinsurance" means term reinsurance which is
renewable, automatically or at the option of the ceding insurer, for
successive terms at rates not exceeding those guaranteed in the
reinsurance agreement.

"Significant risk" means an element of risk associated with a policy
such that the actual experience of an insurer related to such element
will have a direct and material effect on the profit or loss realized
by the insurer as a consequence of having issued or assumed such
policy.
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"Stop-loss reinsurance" means reinsurance of the risk that the
aggregate number or dollar amount of claims incurred under a set
of policies during a specified period will exceed a defined threshold
number or amount.

"Term reinsurance" means reinsurance of the risk that a mortality
or morbidity claim on an insured life will be incurred during a
specified term, such as one year.

11:2-40.3 Reinsurance agreements
(a) No ceding insurer subject to this subchapter shall enter into

any new reinsurance agreement, nor amend any existing reinsurance
agreement so as to increase its reinsurance credit, which shall reduce
any liability or establish any asset in any financial statement filed
with the Department except pursuant to the following requirements:

1. The reinsurance agreement or amendment shall be filed with
the Commissioner no later than 30 days after its execution. In
addition, no domestic insurer shall enter into any reinsurance agree­
ment *for which the Commissioner has been granted statutory prior
approval authority* involving a substantial transfer of risk without
the prior approval of the Commissioner. For purposes of this subsec­
tion, a transfer of risk associated with a reinsurance agreement is
considered to be substantial if a material number or percentage of
policies are affected by the agreement, or if there is a material
change in the reserve liabilities on the policies affected by the
agreement. Such agreements shall be submitted to:

Vaulation and Statement Bureau
Life and Health Actuarial Services
New Jersey Department of Insurance
CN 325
Trenton, NJ 08625-0325

2. This filing shall include a written opInIOn of an actuary
representing the reinsurer which describes the ceding insurer's
significant risks under the policies reinsured and specifies the extent
(if any) to which these significant risks are transferred to the re­
insurer.

*3. Each reinsurance agreement filed with the Department shall
be accompanied by documentation detailing the financial impact of
the agreement. This documentation shall include information as to
reserves transferred under the agreement and details as to payment
and expense charges to and from each party to the agreement.*

(b) No reinsurance agreement or amendment to any agreement
may be used to reduce any liability or to establish any asset in any
financial statement filed with the Department unless the agreement,
amendment or a binding letter of intent has been duly executed by
both parties no later than the last day of the period covered by the
financial statement, filed with the Commissioner pursuant to (a)
above and meets the following standards:

1. In the case of a letter of intent, the letter of intent shall stipulate
that the reinsurance agreement is subject to approval by the Com­
missioner *where the Commissioner has been granted statutory
prior approval authority*, and that no reserve credits shall be taken
by the insurer until the Commissioner has approved the agreement.

2. In the case of a letter of intent, a reinsurance agreement or
an amendment to a reinsurance agreement must be executed within
a reasonable period of time, not exceeding 90 days from the execu­
tion date of the letter of intent, and before the filing of the first
financial statement in which a credit is to be taken, in order for
credit to be granted for the reinsurance ceded.

3. The reinsurance agreement or amendment shall stipulate that
coverage thereunder shall terminate if it is not approved by the
Commissioner *where the Commissioner has been granted statutory
prior approval authority* and that, in any financial statement filed
before the Commissioner has approved it, the ceding insurer shall
take no reinsurance credit therefor, other than for any net cash
refund available in the event that the agreement is not approved.

4. The reinsurance agreement shall stipulate that the written
agreement, including any written amendments thereto, as filed with
the Commissioner constitutes the entire agreement between the
parties with respect to the risks being reinsured thereunder. The
reinsurance agreement shall further stipulate that to the extent the
original agreement required prior approval by the Commissioner,
any change or modification of its terms shall be null and void unless
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made by written amendment signed by both parties and filed with
the Commissioner for approval along with any necessary revisions
to the actuarial opinion required by (a)2 above. There shall be no
additional terms or conditions, either written or oral, and the parties
to the reinsurance agreement shall not enter into any understandings
or supplemental agreements with respect to the reinsurance, other
than those set forth in the written agreement filed with the Com­
missioner.

5. The reinsurer shall not require, and the ceding insurer shall
not make, any representations or warranties about the future ex­
perience under the policies being reinsured, nor any other represen­
tations or warranties which are not reasonably related to the policies
being reinsured.

11:2-40.4 Agreements or conditions precluding reduction of liability
or inclusion as an asset

(a) Except as N.J.A.C. 11:2-40.5 applies, no insurer shall reduce
any liability or establish any asset in any financial statement filed
with the Department for any reinsurance ceded if by the terms of
the reinsurance agreement, any of the following conditions exist, in
substance or effect:

1. Renewal expense allowances provided or to be provided to the
ceding insurer by the reinsurer in any accounting period are not
sufficient to cover anticipated allocable renewal expenses of the
ceding insurer on the portion of the business reinsured unless an
adequate liability is established by the ceding insurer for the present
value of the shortfall by taking into consideration assumptions equal
to the applicable statutory reserve basis on the business reinsured.
Those expenses include commissions, premium taxes and direct
expenses including, but not limited to, billing, valuation, claims and
maintenance expected by the ceding insurer at the time the business
is reinsured;

2. The ceding insurer can be deprived of surplus or assets at the
reinsurer's option or automatically upon the occurrence of some
event, such as the insolvency of the ceding insurer, except that
termination of the reinsurance agreement by the reinsurer for non­
payment of reinsurance premiums or other amounts due, such as
modified coinsurance reserve adjustments, interest and adjustments
on funds withheld, and tax reimbursements, shall not be considered
to be such a deprivation of surplus or assets;

3. The ceding insurer is required to reimburse the reinsurer for
negative experience under the reinsurance agreement, except that
neither offsetting experience refunds against current and prior years'
losses under the agreement nor payment by the ceding insurer of
an amount equal to the current and prior years' losses under the
agreement upon voluntary termination of in force reinsurance by
the ceding insurer shall be considered such a reimbursement to the
reinsurer for negatives experience. Voluntary termination does not
include situations where termination occurs because of unreasonable
provisions which allow the reinsurer to reduce its risk under the
agreement. An example of such a provision is the right of the
reinsurer to increase reinsurance premiums or risk and expense
charges to excessive levels forcing the ceding company to premature- '
ly terminate the reinsurance treaty;

4. The ceding insurer is required, at specific points in time
scheduled in the agreement, to terminate or automatically recapture
all or part of the reinsurance ceded;

5. The reinsurance agreement involves the possible payment by
the ceding insurer to the reinsurer of amounts other than from
income realized from the reinsured policies. For example, it is
improper for a ceding company to pay reinsurance premiums, or
other fees or charges to a reinsurer which are greater than the direct
premiums collected by the ceding company;

6. The treaty does not transfer all of the significant risk inherent
in the business being reinsured. Exhibit 1 entitled "Significant Risks"
appearing in the Appendix to this subchapter identifies the risks
considered to be significant for the various products or types of
business set forth in the table. For products not specifically included,
the risks determined to be significant shall be consistent with this
table;

7. The credit quality, reinvestment, or disintermediation risk is
significant for the business reinsured and the ceding company does
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not (other than for the classes of business excepted in (a)8 below)
either transfer the underlying assets to the reinsurer, maintain such
assets in a separate trust or escrow account, or otherwise establish
a mechanism by contractual arrangement satisfactory to the Com­
missioner whereby the underlying assets are legally segregated;

8. Notwithstanding the requirements of (a)7 above, the assets
supporting the reserves for the following classes of business and any
classes of business which do not have a significant credit quality,
reinvestment, or disintermediation risk may be held by the ceding
company without segregation of such assets: Health Insurance­
LTCILTD; Traditional Non-Par Permanent; Traditional Par Perma­
nent; Adjustable Premium Permanent; Indeterminate Premium
Permanent; and Universal Life Fixed Premium (no dump-in
premiums allowed). The formula for determining the reserve interest
rate adjustment should reflect the ceding company's investment
earnings and incorporate all realized and unrealized gains and losses
reflected in the financial statement. The formula set forth as Exhibit
2 in the Appendix to this subchapter is an example of an acceptable
formula;

9. Settlements are made less frequently than quarterly or pay­
ments due from the reinsurer are not made in cash within 90 days
of the settlement date;

10. The ceding insurer is required to make representations or
warranties which are not reasonably related to the business being
reinsured;

11. The ceding insurer is required to make representations or
warranties about future performance of the business being reinsured;

12. The reinsurance agreement is entered into for the principal
purpose of producing significant surplus aid for the ceding insurer,
typically on a temporary basis, while not transferring all of the
significant risks inherent in the business reinsured and, in substance
or effect, the expected potential liability to the ceding insurer re­
mains basically unchanged.

(b) Notwithstanding (a) above, in financial statements filed with
the Department a ceding insurer subject to this subchapter may, with
the prior approval of the Commissioner, take such reinsurance credit
as the Commissioner may deem consistent with the fair presentation
of the insurer's financial condition under statutory accounting princi­
ples (as permitted or prescribed by Title 17B of the New Jersey
revised statutes and rules and regulations promulgated thereunder),
including actuarial interpretations and standards adopted by the
Department.

11:2-40.5 Exceptions to agreements or conditions precluding
reduction of liability or inclusion as an asset

(a) Agreements entered into on or after August 16, 1993 which
involve the reinsurance of business issued prior to the effective date
of the agreements, along with any subsequent amendments thereto,
shall be filed by the ceding company with the Commissioner within
30 days from their date of execution.

(b) Any increase in surplus net of Federal income tax resulting
from arrangements described in (a) above shall be identified
separately on the insurer's financial statement as a surplus item
(aggregate write-ins for gains and losses in surplus in the Capital
and Surplus Account, page 4 of the Annual Statement) and recogni­
tion of the surplus increase as income shall be reflected on a net
of tax basis in the "Reinsurance Ceded" line, page 4 of the Annual
Statement as earnings emerge from the business reinsured.

(c) Insurers subject to this subchapter shall reduce to zero by
December 31, 1995 any reserve credits or assets established with
respect to reinsurance agreements entered into prior to August 16,
1993 which, under the provisions of this subchapter would not be
entitled to recognition of the reserve credits or assets; provided,
however, that the reinsurance agreements shall have been in com­
pliance with laws or regulations in existence immediately preceding
August 16, 1993.

11:2-40.6 Additional standards
(a) "[Each reinsurance agreement filed with the Department shall

be accompanied by documentation detailing the financial impact of
the agreement. This documentation shall include information as to
reserves transferred under the agreement and details as to payment
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f. Disintermediation (C3). This is the risk that interest rates rise and
policy loans and surrenders increase or maturing contracts do not
renew at anticipated rates of renewal. If asset durations are greater
than the liability durations, the mismatch will increase. Policyholders
will move their funds into new products offering higher rates. The
company may have to sell assets at a loss to provide for these
withdrawals.

Where: I is the net investment income

CG is capital gains less capital losses

X is the current year cash and invested assets plus invest­
ment income due and accrued less borrowed money

Y is the same as X but for the prior year

All data is as reported in the Annual Statement.

a. Morbidity

b. Mortality

c. Lapse. This is the risk that a policy will voluntarily terminate prior
to the recoupment of a statutory surplus strain experienced at issue
of the policy.

d. Credit Quality (Cl). This is the risk that invested assets supporting
the reinsured business will decrease in value. The main hazards are
that assets will default or that there will be a decrease in earning
power. It excludes market value declines due to changes in interest
rate.

e. Reinvestment (C3). This is the risk that interest rates will fall and
funds reinvested (coupon payments or monies received upon asset
maturity or call) will therefore earn less than expected. If asset
durations are less than liability durations, the mismatch will in­
crease.

and expense charges to and from each party to the agreement.]*
The ceding insurer's actuary signing the financial statement actuarial
opinion with respect to the valuation of reserves shall consider this
subchapter and any applicable actuarial standards of practice when
determining the proper credit in financial statements filed with the
Department. The actuary shall maintain adequate documentation
and be prepared upon request by the Department to describe the
actuarial work performed for inclusion in the financial statements
and to demonstrate that such work conforms to this subchapter.

(b) Compliance with N.J.A.C. 11:2-40.4 shall not abrogate the
requirement that reserve credits shall be based upon actual liability
assumed by a reinsurer to reimburse a ceding insurer for benefits
that the ceding insurer is obligated to pay under its direct policies
and that gave rise to a required statutory reserve amount. An
agreement meeting the technical requirements of N.J.A.C. 11:2-40.4,
but failing to comply with the objective of this rule, shall not provide
a basis for the taking of reserve credits by a ceding insurer.

(c) The ceding insurer shall maintain data used to determine
reinsurance credits at its place of business for review by the Depart­
ment upon request. Such data and documentation shall demonstrate
compliance by the ceding insurer with this subchapter, and shall
include, but not be limited to:

1. A comparison of the renewal expense allowances with the
ceding insurer's anticipated expenses; and

2. A comparison of the guaranteed reserve adjustment interest
rates to the maximum allowable statutory valuation rates in ac­
cordance with N.J.S.A. 17B:19-8.

11:2-40.7 Penalties
Failure to comply with the terms of this subchapter may result

in the denial of any credit taken for the reinsurance agreement, as
well as the assessment of any and all penalties available pursuant
to law. These penalties may be assessed against any and all parties
to a reinsurance agreement that fails to comply with the terms of
this subchapter.

11:2-40.8 Severability
If any provision of this subchapter or the application thereof to

any person or circumstance is held to be invalid for any reason, the
remainder of the subchapter and the application of such provision
to other persons or circumstances shall not be affected thereby.

*[Rate

*Rate ==

EXHIBIT 2

Formula for Determining Reserve
Interest Rate Adjustment

2 (I + CG)
X + Y - I - CG]*

2 (I + CG)
x + Y - 1 - CG*

APPENDIX

EXHIBIT 1

Significant Risks

ProductsfTypes of Business

Health Insurance-other than LTCILTD*
Health Insurance-LTCILTD*
Immediate Annuities
Single Premium Deferred Annuities
Flexible Premium Deferred Annuities
Guaranteed Interest Contracts
Other Annuity Deposit Business
Single Premium Whole Life
Traditional Non-Par Permanent
Traditional Non-Par Term
Traditional Par Permanent
Traditional Par Term
Adjustable Premium Permanent
Indeterminate Premium Permanent
Universal Life Flexible Premium
Universal Life Fixed Premium
Universal Life Fixed Premium

dump-in premiums allowed

+ == Significant/O == Insignificant

*LTC == Long Term Care Insurance
LTD == Long Term Disability Insurance

**Risk categories

Risk Categories**
abcdef

+ 0 + 000
+ 0 + + + 0
o + 0 + + 0
00+ + + +
00+ + + +
000 + + +
00+ + + +
o + + + + +
o + + + + +
o + + 000
o + + + + +
o + + 000
o + + + + +
o + + + + +
o + + + + +
0++ + + +
o + + + + +

(a)
DIVISION OF PROPERTY AND CASUALTY
New Jersey Personal Automobile Insurance Plan
Adopted New Rule: N.J.A.C. 11 :3-2.4
Adopted Amendments: N.J.A.C. 11 :3-2.2, 2.5, 2.6,

2.11 and 2.12
Proposed: June 7, 1993 at 25 N.J.R. 2212(a).
Adopted: October 14, 1993 by Samuel F. Fortunato,

Commissioner, Department of Insurance.
Filed: October 14,1993 as R.1993 d.548, with substantive

changes not requiring additional public comment (see
N.J.A.C. 1:30-4.3).

Authority: N.J.S.A. 17:1C-6(e), 17:1-8.1 and 17:29D-1.

Effective Date: November 15, 1993.
Expiration Date: January 4, 1996.

Summary of Public Comments and Agency Responses:
The Department of Insurance (Department) received six timely written

comments from insurers as follows:
1. State Farm Indemnity Company;
2. Allstate Insurance Company;
3. Pennsylvania Millers Mutual Insurance Company;
4. Morgan, Melhuish, Monaghan, Arvidson, Abrutyn and Lisowski (on

behalf of Rider Insurance Company);
5. Clarendon National Insurance Company; and
6. Universal Underwriters Group
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COMMENT: One commenter objected to N.J.A.C. 11:3-2.4(c), which
provides that insurers that currently insure, or have insured, since De­
cember 31, 1983, only certain types of automobiles (for example, motor
homes, recreational vehicles, antique automobiles or motorcycles), shall
participate in the Personal Automobile Insurance Plan (PAlP) only for
the particular types of automobiles currently being insured. The com­
menter believes that this provision is contrary to the intent of N.J.S.A.
17:29D-l(c) which authorizes the use of Limited Assignment Distribution
(LAD) carriers. The commenter stated that the intent of that statutory
provision was to allow insurers that could not efficiently service all PAlP
risks assigned to them to contract with another insurer to take its
assignments. The commenter believes that insurers to which assignments
are limited pursuant to N.J.A.C. 11:3-2.4(c) are insurers that cannot
efficiently service all PAlP risks assigned to them. Accordingly, the
commenter stated that it was intended that such insurers utilize the LAD
option, rather than receive special treatment or restrictions on their
assignments.

In addition, the commenter stated that restrictions on the type of
automobiles that may be assigned to an insurer may result in an insurer
being "underassigned." The commenter stated that because of regula­
tions that apportion vehicles to drivers (that is, N.J.A.C. 11:3-8.4(a) and
11:3-35.4(d», it is highly probable that the PAlP will not insure any
significant number of recreational vehicles or antique automobiles. Ac­
cordingly, the commenter stated that "specialty" insurers will not receive
their proprotionate share of assignments because not enough of these
vehicles are insured through the PAIP. The commenter believes that
this is inequitable. The commenter therefore suggested that N.J.A.C.
11:3-2.4(c) be deleted.

Conversely, one commenter "strongly favored" the provisions set forth
in N.J.A.C. 11:3-2.4(c). The commenter stated that it is a specialty insurer
for motorcycle and snowmobile insurance. The commenter stated that
it does not presently insure, solicit, market or maintain any program of
private passenger insurance. Without the "specialty writer" limited ex­
emption, the commenter stated that it would be required to accept
assignments of private passenger automobiles based on its motorcycle
writings. Since it has only written specialty class vehicles, the commenter
stated that it does not have systems or infrastructure to provide coverages
for all types of automobiles which it would be required to cover under
PAlP. The commenter stated that cost to "buyout" of its obligations
through a LAD carrier arrangement would be unreasonably high since
it does not insure any private passenger automobiles in the voluntary
market.

The commenter further stated that because of its limited underwriting,
the effect and benefit of any credits that are offered for the writing of
"ineligible" risks provided pursuant to N.J.A.C. 11:3-2.11(a)4 is limited.

The commenter thus believes that adoption of the provision will
provide "specialty" insurers an opportunity to write similar classes of
assignments from PAlP, thereby promoting efficiency in the handling
of assigned risks through PAIP.

RESPONSE: Upon review of the comments, the Department has
determined that no change to the proposed provision is required. The
Department does not believe that N.J.A.C. 11:3-2.4(c) is inconsistent with
the provisions of N.J.S.A. 17:29D-l(c), which authorizes the use of LAD
carriers by which member insurers of the PAlP may "buy-out" of their
obligations to accept PAlP assignments.

The Department recognizes that the general intent of a LAD carrier
system is to permit insurers that do not believe that they may efficiently
service PAlP assignments to "buy-out" of their obligations to write such
risks and transfer those obligations to the LAD carrier. However, the
Department believes that the limitation on writings by "specialty writers"
provided by the rules is reasonable and appropriate. A "specialty writer"
does not participate in the voluntary private passenger automobile in­
surance market and writes no private passenger automobile risks. Accord­
ingly, such insurers are not required to provide automobile insurance
coverage to all eligible persons pursuant to N.J.A.C. 11:3-40. The Depart­
ment does not believe it would be reasonable or equitable to require
these insurers to write risks through the PAlP that they are not required
to write in the voluntary market, or be required to incur the costs to
"buy-out" of those obligations. As the Department noted in the proposal
Summary (see 25 N.J.R. 2213), the Department believes that it is
reasonable and appropriate to require insurers that insure or have
insured only certain types of vehicles to participate in the PAlP only
to the extent of those vehicles it insures. Since these insurers have written
only certain types of vehicles in the voluntary market, these insurers may
not have the systems and infrastructure in place to provide coverages
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for all types of automobiles which may be covered under the PAIP.
Accordingly, the cost to provide such coverage or to "buy-out" of those
obligations would be disproportionately high in the relation to the degree
of their participation in the voluntary market.

Moreover, the Department does not believe that inequities result to
the extent "specialty" vehicles are not insured by the PAlP. To the extent
that "specialty" vehicles, such as motorcylces and motor homes, are not
insured by the PAlP, they are insured in the voluntary market by specialty
writers. Accordingly, while specialty writers may not be assigned risks
through the PAlP, they are nevertheless servicing such business in the
voluntary market. In either case, specialty writers are required to
participate in the market for the types of vehicles it currently insures.

The Department thus believes that the provision is reasonable, ap­
propriate, and equitable in that it requires insurers required to provide
private passenger automobile insurance to eligible persons who
participate in the voluntary private passenger automobile insurance
market in the State to participate in the PAlP to the same extent.

COMMENT: Several commenters objected to N.J.A.C. 11:3-2.5(a)4,
which provides that one of the members of the PAIP governing commit­
tee shall be a salaried employee of an approved LAD carrier for the
PAlP. The commenters generally stated that since LAD carriers are
insurers, they are currently represented by member insurers and there­
fore issues affecting LAD carriers may be addressed adequately by the
current governing committee.

One commenter specifically stated several reasons in support of this
position. First, because an approved LAD carrier is an insurer, it already
has the right to nominate an insurer representative on the PAlP govern­
ing committee. Therefore, the proposed rule would give that member
two votes. The first vote as an insurer and the second vote as an approved
LAD carrier. The commenter stated that this is unfair, contrary to basic
democratic principles, arbitrary and capricious, and may be in violation
of the United States Constitution and New Jersey's State Constitution
with respect to the principle of "one man-one vote."

Secondly, the commenter stated that the LAD carrier's relationship
to the PAlP is entirely voluntary and that representation on the govern­
ing committee is intended for those entities who are compelled to
participate in the PAlP (that is, automobile insurers, the general public
for whom automobile insurance is compulsory, and for producers in that
a producer cannot provide coverage for most ineligible persons without
the PAlP). Because LAD carriers are purely volunteers, the commenter
believes that these entities need not have a say in PAlP operations.

Thirdly, the commenter stated that because LAD carrier contracts are
subject to governing committee approval, a LAD carrier representative
would have a conflict of interest as to its own LAD carrier contracts,
as well as when it rules on its competitors' LAD carrier contracts. The
commenter further stated that potential conflict may also be created for
the other members of the governing committee in that the disapproval
by the governing committee of a LAD carrier's contract would also
exclude that carrier from potential or actual representation on the
governing committee. The commenter stated that the governing commit­
tee does not have the power to exclude any other type of carrier or
representative from the governing committee and should not have this
power with regard to any such group.

Fourthly, the commenter stated that since governing committee meet­
ings are open to the public, anyone may attend and participate in
discussions on any issues. Accordingly, the commenter believes that any
person may participate in the meetings without necessarily being a
member of the governing committee.

Finally, the commenter stated that the problems intended to be ad­
dressed through the rule may be addressed in a different manner. The
commenter stated that one of the LAD carriers interested in becoming
a member of the governing committee is also a large writer of automobile
insurance in the State. The commenter stated that current PAlP rules
allocate insurer seats by two for each of the trade associations and two
for unaffiliated insurers. The commenter stated that this allocation is
made by the rules without regard to market share, interest, or expertise
of these trade associations or unaffiliated insurers. The commenter
believes that it would be more appropriate for all eight insurer seats
to be nominated by market share weighted voting of all insurers together.
The commenter stated that under such a system, the LAD carrier would
most likely be nominated to the governing committee as an insurer
representative.

For the foregoing reasons, the commenter stated that proposed
N.J.A.C. 11:3-2.5(a)4 should not be adopted.
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RESPONSE: After review of the commenters' concerns, the Depart­
ment has determined not to change this provision. Although LAD
carriers are insurers (which are currently represented), they are subject
to additional requirements pursuant to the Plan of Operation and LAD
Program Manual when acting in the capacity of a LAD carrier. Accord­
ingly, insurers which are also LAD carriers may have different interests
and additional concerns than those of insurers that do not act as LAD
carriers. The Department therefore believes that it is reasonable and
appropriate to provide for a LAD carrier representative on the governing
committee. The Department's response to the commenter's specific
concerns is as follows.

First, the Department does not believe that permitting a LAD carrier
to be a representative on the governing committee results in one insurer
receiving "two votes." Under the existing regulatory scheme, an insurer
representative on the governing committee may also be a LAD carrier.
In that case, the representative could have "two interests" represented
through his or her representation, but would still have only "one vote"
on the governing committee. The only manner in which a single insurer
representative would have two actual votes on the governing committee
would be if the Commissioner appointed as the LAD carrier represen­
tative an employee of an insurer that is already represented on the
governing committee. This would be highly unlikely. Accordingly, the
rules do not violate the principle of "one man-one vote." However, in
order to clarify this procedure and address the commenter's concerns,
the rules have been changed upon adoption to provide that neither the
LAD carrier representative, nor any affiliate of the LAD carrier, may
otherwise be a member of the governing committee. A definition of
"affiliate" was added at N.J.A.C. 11:3-2.2.

Secondly, the goal of representation on the governing committee is
not merely to permit people who are compelled to participate in the
PAlP to have a say in its operation. Producers and the general public
are in no way "compelled" to participate in the PAIP. While automobile
insurance is compulsory, an individual's own driving actions will de­
termine whether he or she is eligible for the voluntary market. Therefore,
there is nothing "compelling" that person to be insured through the
PAIP. Similarly, producers are not "compelled" to participate in the
PAIP. The Department believes that it is reasonable and appropriate
to provide for representation on the governing committee by entities
or persons that have an interest in, and may be directly affected by,
the decisions of the governing committee. As noted in the proposal
Summary, the Department believes that since LAD carriers may be
subject to additional requirements when performing in their capacity as
a LAD carrier, it is both reasonable and appropriate to permit a LAD
carrier representative on the governing committee.

Thirdly, the Department does not believe that any direct conflict of
interest arises. There is a potential conflict in any action by the governing
committee since it is comprised of representatives who have a direct
interest in, and will directly be affected by, the PAlP's operation. Insurers
decide matters on the governing committee that will directly affect their
obligations. Moreover, the governing committee's authority to approve
LAD carrier contracts could not be used to exclude a LAD carrier
representative. Pursuant to N.J.A.C. 11:3-2.11(i), as amended, the gov­
erning committee as well as the Commissioner approves the "basic
contract" to be utilized for all LAD carrier arrangements. Substantive
modifications are also submitted to the governing committee and Com­
missioner for approval. Further, approval of the contract is not required
to become eligible to act as a LAD carrier pursuant to the LAD Program
Manual and Plan of Operation. Finally, the Department notes that the
LAD carrier representative will have only one vote and therefore the
ability to approve contracts or LAD carriers in its favor to the detriment
of others would be minimal.

Fourthly, while PAIP governing committee meetings are open to the
public and any person may participate, only members of the governing
committee have the right to vote. As noted previously, the Department
believes that it is reasonable and appropriate to provide direct represen­
tation and the ability to vote on matters before the governing committee
by those persons directly affected by their decisions.

Finally, the Department does not believe that it would be reasonable
or appropriate to allocate the nomination process by market share. While
under this scheme the commenter undoubtedly always would be
represented on the governing committee, this would effectively preclude
any smaller carrier from ever being represented.

For the foregoing reasons, the Department has determined that no
change is required.
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COMMENT: One commenter disagreed with the Department's de­
termination to not specifically exempt "de minimis" companies (that is,
insurers with less than 1,000 exposures). The commenter stated that it
is a small mutual insurer that was required by the Department to write
two private passenger automobile exposures in 1991. The commenter
stated that it does not voluntarily write personal private passenger auto­
mobile insurance in any state where it is licensed, and has just completed
a withdrawal from this line in another state. The commenter stated that
it does not intend to become an active participant in the personal private
passenger automobile line of business in any jurisdiction in the
foreseeable future.

Accordingly, the commenter believes that the "safety valves" cited by
the Department in the proposal Summary (for example, the ability of
insurer to transfer its obligations to accept PALP assignments through
a LAD carrier arrangement and the credits for voluntary writing) will
not avoid any undue burden being placed on this carrier. The commenter
stated that the voluntary writing credit presumes that a carrier intends
to remain in the private passenger automobile insurance line. Moreover,
the commenter stated that entering into a LAD agreement carries with
it many costs associated with the requirements of N.J.A.C. 11:3-3.5.
Among the costs cited by the commenter are costs of the buy-out
agreement, the costs of the annual independent financial audit, the costs
of semi-annual on-site reviews, and the costs of obtaining actuarial
opinion. The commenter believes that the suggested means to relieve
small carriers of the burden of PAlP by either requiring a company to
write more business or enter into an administratively costly LAD program
does not provide "true" relief.

For these reasons, the commenter requested that the Department
consider an outright exemption for those carriers that are not active
participants in the New Jersey personal private passenger automobile
insurance market. Recognizing objections raised previously with respect
to the "de minimis" exemption, the commenter suggested as an alterna­
tive, exemption of those carriers with less than 100 exposures and less
than $100,000 of annual written premiums, and exemption of carriers
that can demonstrate to the Department's satisfaction that the company
was not an active writer of private passenger automobile insurance as
evidenced by decreasing exposure and written premium data over a
period of time prior to implementation of the Fair Automobile Insurance
Reform Act of 1990, and whose current book of business is less than
500 exposures.

Conversely, one commenter explicitly supported the requirement that
all insurers participate in the PAlP, including "small insurers." The
commenter stated that these insurers should be required to share in the
responsibility of serving the assigned risk market to the same propor­
tionate extent as large insurers. The commenter noted that the Depart­
ment stated in its proposal summary that any insurer may transfer PAIP
obligations to another member insurer pursuant to the PAIP rules.

RESPONSE: Upon review of the commenter's concerns, the Depart­
ment has determined not to change this provision. As noted in a response
to a previous comment, the Department believes that it is reasonable
to require that all automobile insurers participate in the PAlP to the
extent of their participation in the voluntary market. As the commenter
stated, it has written only two private passenger automobile exposures.
Since participation in the PAlP is directly tied to market share, the
number of exposures, if any, that would be assigned to the commenter
through the PAIP would be exceedingly small.

Moreover, the commenter has apparently misinterpreted the require­
ments with respect to LAD buy-out arrangements. The commenter stated
that it would be required to comply with N.J.A.C. 11:3-3 in order to
"buy-out" of its obligations. These rules, however, relate to LAD servic­
~ carrier relationships, which differ from LAD carrier arrangements.
In a LAD servicing carrier arrangement, the insurer generally remains
liable for the risk and the assignment, but utilizes other entities to
perform substantially all of the underwriting or claims processing for
those risks. In a LAD carrier arrangement, the member insurer has
transferred the entire obligation to another member insurer. While there
will be costs involved in the buy-out agreement, the requirements govern­
ing such arrangements are not set forth in N.J.A.C. 11:3-3 but rather
in the LAD Program Manual and the PAlP Plan of Operation.

Nevertheless, as noted previOUSly, if a "de minimis insurer" should
decide not to buy-out of its obligations, the Department believes that
no undue burden should be imposed. Since PAlP assignments are
generally tied to market share, an insurer such as the commenter, with
very few exposures, will not receive a significant number of exposures
through PAlP, if indeed it is assigned any exposures.
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COMMENT: One commenter stated that since its formation it has
issued policies only with a $15,000/$30,000 liability limit. The commenter
stated that it believes that the PAIP rules may require it to issue policies
with significantly higher limits. The commenter believes that this could
put the company in "an extraordinarily vulnerable position" if it is
required to pay one or more PAIP claims for those significantly higher
limits. The commenter therefore requested that the proposed rules be
modified to limit the obligation that it or similarly situated companies
write higher limits than they are currently writing in this State.

RESPONSE: The Department notes that the requirement that in­
creased limits be offered by the PAIP is currently required under
N.J.A.C. 11:3-2.7, effective September 21, 1992. This proposal does not
affect that provision. Accordingly, the comment with respect to writing
increased limits is outside the scope of this proposal.

In addition, the Department notes that a comment similar to that
raised by the commenter was considered and rejected by the Department
in the adoption of the PAIP rules (see 24 N.J.R. 3403).

Moreover, if the commenter believes that its financial condition is
threatened or may be threatened as a result of receiving PAIP assign­
ments in accordance with the rules it may request relief from its obliga­
tions pursuant to N.J.S.A. 17:33B-23, 17:33B-24 and N.J.A.C. 11:2-35.
The Department also notes that N.J.A.C. 11:3-2.11(a)5 provides that no
insurer whose surplus as regards policyholders is less than $1.5 million
will be assigned a risk requesting or required by law to carry limits in
excess of 50/100/10. The Department believes that these provisions
should eliminate any undue burden that may be imposed on member
insurers.

COMMENT: One commenter suggested that N.J.A.C. 11:3-2.5(a)4 be
expanded to make clear that a LAD carrier representative would be
rotated so that each year a representative from a different LAD carrier
is appointed to the governing committee. The commenter stated that
selection of which LAD carrier would provide a representative may be
made by the remaining members of the governing committee so that
no single LAD carrier can have a representative for two or more
consecutive years unless there is only one LAD carrier. The commenter
believes that this is reasonable to ensure that each LAD carrier will be
given an opportunity to serve on the governing committee, subject to
governing committee selection, and to ensure that the representation is
not dominated by a single LAD carrier. Moreover, the commenter stated
that the concept of rotation is consistent with the rotation used for
insurers on the governing committee. Finally, the commenter noted that
since LAD carriers, although insurers, represent a different group subject
to additional specific requirements, rotation of LAD carrier membership
on the governing committee would be appropriate, useful, and broaden
perspectives, insight, and level of experience that will be useful to the
governing committee, the Department, producers and the public.

RESPONSE: Upon review of the commenter's suggestion, the Depart­
ment has determined not to change this provision. The Department
initially notes that the changes suggested by the commenter could not
be made upon adoption as all interested parties must be given notice
and an opportunity to comment on such a change. Moreover, the Depart­
ment notes that the current rules at N.J.A.C. 11:3-2.5 do not specifically
provide for the rotation of governing committee members. Further, this
rule provides that all members shall be appointed by the Commissioner,
rather than the governing committee (see N.J.A.C. 11:3-2.5(e». Accord­
ingly, the commenter's suggestion that selection of the LAD carrier
representative could be made by the remaining members of the governing
committee would be inconsistent with the express terms of the rule.
Moreover, the Department does not believe that the problems con­
templated by the commenter should result in that any LAD carrier may
nominate a person to be a representative on the governing committee.
The Commissioner would appoint the representative to the governing
committee from among the nominees. Nothing would prohibit the Com­
missioner from appointing or rotating the appointment of members to
the governing committee that, in his or her opinion, satisfy the requisite
knowledge and expertise requirements.

Full text of the adopted new rules follows (additions indicated
in boldface with asterisks *thus*; deLetions indicated in brackets with
asterisks *[thus]*):

11:3-2.2 Definitions
The following words and terms, when used in this subchapter, shall

have the following meanings, unless the context clearly indicates
otherwise.

ADOPTIONS

*An "affiliate" of, or a person "affiliated" with, a specific person,
means a person that directly, or indirectly through one or more
intermediaries, controls, or is controlled by, or is under common
control with, the person specified.*

11:3-2.4 Exemptions
(a) Every insurer shall participate in the PAIP to the extent

required by this subchapter and the plan of operation.
(b) The requirements of this subchapter shall not apply to the

following:
1. Insurers that have not issued or renewed policies of private

passenger automobile insurance in New Jersey since December 31,
1983;

2. Insurers that have issued or renewed policies of private
passenger automobile insurance in New Jersey since December 31,
1983, but only in accordance with a commercial lines rating system
filed and approved pursuant to N.J.S.A. 17:29AA-1 et seq.

3. Insurers transacting private passenger automobile insurance
business in New Jersey subject to a plan of orderly withdrawal
approved in accordance with N.J.A.C. 11:2-29, but only to the extent
that waiver of participation in the PAlP is explicitly provided by the
terms of the approved plan of orderly withdrawal; or

4. Insurers transacting private passenger automobile insurance
business in New Jersey subject to an order issued by the Com­
missioner in accordance with N.J.S.A. 17:33B-23 and 24, but only
to the extent provided by the terms of the order.

(c) Insurers that currently insure, or have insured since December
31, 1983, only certain types of automobiles (for example, motor
homes, recreationaL vehicles, antique automobiles or motorcycles)
shall participate in the PAIP but only for the particular types of
automobiles currently being insured.

(d) Insurers claiming to be excluded from participation pursuant
to the provisions of (b) or (c) above shall compLy with the following:

1. Such insurers shall file with the PAlP no later than 60 days
from the effective date of this rule a certified statement containing
the following information:

i. The insurer's name, including the NAIC group number;
ii. A statement that the insurer is not required to participate in

the PAIP or receive assignments through the PAIP;
iii. The factual basis upon which the insurer relied to determine

that it is not required to comply fully with this subchapter;
iv. The particular provision of this rule under which the insurer

is included; and
v. A certification by an officer of the insurer that the statement

is complete, correct and accurate to the best of the officer's informa­
tion, knowledge and belief based upon the officer's personal review
of all relevant records.

2. The certified statement shall be sent to the PAIP at the follow-
ing address:

PAlP Exemptions
New Jersey Personal Automobile Insurance Plan
2000 Midlantic Drive
Laurel Corporate Center
Suite 450
Mt. Laurel, NJ 08054

3. A copy of the information filed pursuant to (c)l and 2 above
shall be filed with the Department at the following address:

ARM Unit
New Jersey Department of Insurance
20 West State Street
CN-325
Trenton, New Jersey 08625-0325

11:3-2.5 Governing committee
(a) The PAIP shall be administered by a governing committee

of 14 members.
1.-2. (No change.)
3. One member shall be a public representative who is

knowledgeable about automobile insurance matters but who is not
employed by, or otherwise affiliated with, insurers, insurance
producers, or other entities of the insurance industry.
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4. One member shall be a salaried employee of an approved LAD
carrier for the PAIP-, provided that neither the LAD carrier nor
any aftiliate or the LAD carrier otherwise serves as a member or
the governing committee-.

5. (No change in text.)
(b) The following organizations shall each nominate two members

to represent insurer participants of PAIP:
1.-3. (No change.)
(c) Insurers which are not members of the organizations in (b)

above shall nominate two members to represent insurer participants
in accordance with a fair method set forth in the plan of operation.

(d)-(f) (No change.)
(g) The governing committee shall have the power and duty to:
1.-5. (No change.)
6. Investigate complaints and hear appeals from applicants, in­

sureds, producers, LAD carriers, or insurers about any matter
pertaining to the proper administration of the PAIP;

7.-12. (No change.)

11:3-2.6 Plan of operation
(a) The plan of operation shall provide for the prompt and effi­

cient provision of personal private passenger automobile insurance
to i}ualified applicants. The plan of operation shall provide for,
among other matters:

1. (No change.)
2. Standards and procedures for:
i. (No change.)
ii. The appointment, compensation, and termination by insurers

of LAD carriers (consistent with any requirements established by
regulation by the Commissioner);

3. Performance standards for insurers, producers, LAD carriers,
the PAIP manager, and other employees, professionals and contrac­
tors required to administer the PAlP;

4.-11. (No change.)
(b)-(c) (No change.)

11:3-2.11 Determination and fulfillment of quotas
(a)-(h) (No change.)
(i) The governing committee shall establish procedures in the plan

of operation permitting an insurer by mutual agreement to transfer
its obligations to accept assignments to another insurer (to be known
as a LAD carrier). The basic contract to be entered into between
insurers and LAD carriers, including the minimum duration of such
agreement, shall be approved by the governing committee and the
Commissioner. Any substantive modifications to the approved con­
tract shall be submitted to the governing committee and Com­
missioner for approval prior to its use. With respect to the transfer
of an insurer's obligations to accept assignments to a LAD carrier,
the pian shall address the following:

1.-6. (No change.)

11:3-2.12 Right to petition for appeal to the Commissioner
(a) An applicant, insured, producer, LAD carrier, person applying

to act as a LAD carrier, or insurer may petition for appeal to the
Commissioner from an adverse decision of the governing committee
by filing a request in writing within 20 days of the date of receipt
of the written decision of the governing committee.

1.-3. (No change.)
(b) (No change.)

INSURANCE

(a)
UNSATISFIED CLAIM AND JUDGMENT FUND
Unsatisfied Claim and Judgment Fund's

Reimbursement of Excess Medical Expense
Benefits Paid by Insurers

Adopted Amendments: N.J.A.C. 11 :3-28.4 and 28.6
Adopted New Rules: N.J.A.C. 11 :3-28.1, 28.2, 28.10

through 28.13, and Appendices A and B
Adopted Repeal and New Rule: N.J.A.C. 11 :3-28.1
Proposed: June 21,1993 at 25 N.J.R. 2636(b).
Adopted: October 21, 1993 by Samuel F. Fortunato,

Commissioner, Department of Insurance.
Filed: October 21,1993 as R.1993 d.583, with substantive and

technical changes not requiring additional public notice and
comment (see N.J.A.C. 1:30-4.3).

Authority: NJ.S.A. 17:1C-6(e) and N.J.S.A. 39:6-1 et seq.
Effective Date: November 15, 1993.
Expiration Date: January 4, 1996.

Summary of Public Comments and Agency Responses:
The proposed new rules, amendments and repeal were published on

June 21, 1993 at 25 N.J.R. 2636(b). During the comment period which
closed July 21, 1993, seven comments were submitted from insurance
companies (Allstate Insurance Company. First Trenton Indemnity Com­
pany, Motor Club of America, New Jersey Manufacturers and The
Prudential Property and Casualty Insurance Company), an insurance
trade association (American Insurance Association) and a claims han­
dling agent (Material Damage Adjustment Corporation of New Jersey).
These comments and the Department's responses are summarized below:

COMMENT: Several commenters objected to the definition of
"medically necessary." One commenter suggested that the definition as
set forth at N.J.A.C. 11:3-28.2 is too narrow and contrary to the Unsatis­
fied Claim and Judgment Fund ("UOF") and no-fault laws. The com­
menter claimed that insurers are to ignore all medical expense benefit
payments in excess of $75,000 in the rate making process because rating
rules assumes that insurers are reimbursed for all payments in excess
of $75,000. Therefore, the commenter suggested that the denial of
reimbursement for payments other than those which are medically
necessary is an unconstitutional taking and that the definition should
be revised to conform with the definition of medical expense benefits.

Another commenter suggested that within the definition of medically
necessary, the Fund should define which services are "needed" and are
"commonly and customarily recognized" throughout the medical
profession.

RESPONSE: The definition of medically necessary, as defined in this
subchapter, merely codifies the Fund's standard practice in determining
which expenses are necessary medical expenses. It would be impossible
to enumerate in the definition of medically necessary an exhaustive list
of all services which are deemed to be needed or which are commonly
and customarily recognized throughout the medical profession. In ac­
cordance with past practice, if there is uncertainty on the part of the
insurer, as to which benefits are medically necessary, it may contact the
Fund for clarification. The fact that an insurer cannot be reimbursed
for payments which should not have been made does not constitute an
"unconstitutional taking." As a prudent business practice, insurers con­
duct audits to determine whether medical expenses are necessary. This
subchapter, under certain circumstances, requires insurers to perform
initial on-site audits to determine the necessity of services. Where an
insurer fails to conduct such necessary audits and it is later determined
that certain expenses are not medically necessary, it cannot pass-on these
costs to the Fund.

COMMENT: One insurer suggested that the definition of diagnostic
related groups ("DRG") should be eliminated from N.J.A.C. 11:3-28.2
because as of January 1, 1993, DRGs have no longer been in use.

RESPONSE: Currently, DRGs comprise the basis of the majority of
the bills received by the Fund and may continue to appear in bills for
the next few years. Therefore, the definition is relevant.

COMMENT: One commenter suggested amending the definition of
"health care services" to require that all health care facilities comply
with all medical board rules and regulations governing the licensing and
ownership of the facilities and the services which they provide.

NEW JERSEY REGISTER, MONDAY, NOVEMBER 15, 1993 (CITE 25 N,J.R. 5219)

You're viewing an archived copy from the New Jersey State Library.



INSURANCE

RESPONSE: The Fund does not have the jurisdiction to amend the
definition of health care services. Moreover, the Fund lacks jurisdiction
to enforce such requirements and such an amendment is beyond the
scope of these rules.

COMMENT: One commenter suggested that the Fund establish an
advisory committee to review and provide guidelines for insurers to
follow; to establish an informal appeal procedure for insurers whose
claims are denied; and from which to obtain prior approval of a claim
where the insurer is uncertain as to whether reimbursement is ap­
propriate.

RESPONSE: The Fund does not have statutory authority to implement
such an advisory committee. However, as noted above, the Fund may
be contacted to clarify any points of uncertainty.

COMMENT: One commenter suggested that insurers should be enti­
tled to interest, attorney fees and punitive damages where these costs
are incurred as a result of delay on the part of the Fund, contrary to
the provisions of N.J.A.C. 11:3-28.7(a).

RESPONSE: NJ.A.C. 11:3-28.7(a) (formerly 28.6), as originally
drafted, denied such costs. The purpose of the amendment to this section
is to permit insurers to submit requests for reimbursement for payment
of excess medical expense benefit claims which were inadvertently
omitted from quarterly submissions, but only for a period of one year
from the date of payment by the insurer.

Historically, any delay with regard to such claims which may have
occurred in the past, was due in part to the Fund's lack of internal
procedures and lack of automated systems and in part to the insufficiency
of information provided by insurers. Over a period of years, the Fund
has developed internal operating procedures and has also automated its
processing procedures. The amendment which the commenter has sug­
gested is, therefore, unwarranted and, nevertheless, beyond the scope
of these rules.

COMMENT: One commenter suggested that N.J.A.C. 11:3-28.7(a)1
should specify that the provision only applies to claims opened after the
effective date of any new requirements.

RESPONSE: The amendment to N.J.A.C. 11:3-28.7(a)1 merely
codifies the current practice of the Fund. The suggested clarification is
therefore improper.

COMMENT: Another commenter claimed that implementation of
N.J.A.C. 11:3-28.7(a)1 may cut off legitimate requests for reimbursement,
where a claimant incurred a medical expense more than one year after
the date of payment by the Fund and the insurer is required to pay
such medical expenses after a gap in treatment of more than one year.

RESPONSE: The commenter misunderstood the amendment. An
insurer may submit a request for reimbursement for a period of one
year from the date the insurer paid the claim, even if the request for
reimbursement results from a claim for treatment after a one-year gap
in treatment.

COMMENT: One commenter recommended that N.J.A.C.
11:3-28.7(a)1 should be clarified to indicate that the denial only applies
to the specific reimbursement requested, not the entire quarterly sub­
mission. Another commenter suggested that the additional period in
which to file a claim with the Fund should be increased to two years
to correspond with the two-year statute of limitations for litigation of
such claims as well as the two year period for filing a claim under the
no-fault law.

RESPONSE: The Department concurs with the recommendation that
N.J.A.C. 11:3-28.7(a)1 should be amended to clarify that the denial only
applies to the specific reimbursement request. N.J.A.C. 11:3-28.7(a) is,
therefore, amended to read:

Failure to comply with the requirement's set forth in (a)1
above, shall result in a denial by the Fund of [reimbursement]
the reimbursement request which was omitted from the
quarterly submission. [by the Fund].

With regard to increasing the time in which to file a claim, the statute
of -limitations for litigation does not apply to administrative claims handl­
ing. Increasing the period for "forgotten" claims would improperly
permit the filing of stale claims.

COMMENT: Several commenters claimed that the 20 percent self­
executing reduction in reimbursement for unaudited bills, as provided
at N.J.A.C. 11:3-28.1O(a)l, is a penalty; that the 20 percent reduction
is arbitrary and unreasonable; that the justification for the 20 percent
reduction is based upon DRG billing which is no longer in existence

ADOPTIONS

and the percentage is, therefore, inappropriate; and that insurers should
be afforded due process rights with regard to the imposition of any
penalty.

Another commenter suggested that if an insurer fails to perform an
audit, the Fund should initiate the audit through a responsible auditing
firm. Where the audit substantiates the fact that a reduction is ap­
propriate, the reduction should be deducted from the amount submitted
for reimbursement and the insurer should be charged a flat fee for the
audit. Another commenter claimed that only 10 percent of claims are
found to be non-reimbursable following audits.

RESPONSE: For reimbursement by the Fund, NJ.A.C. 11:3-28.1O(a)
requires insurers to conduct investigations and audits of claims submitted
by health care facilities equal to or in excess of $25,000. The 20 percent
reduction in payment, where an insurer fails to comply with an audit,
is not a penalty. The amount is not arbitrary and unreasonable. It is
a conservative estimate of the amount of claims which are generally
determined to be non-reimbursable subsequent to an actual audit. This
information is based on adjusting company data and is not based solely
on DRG rates as alleged by the commenter. DRG billings, while no
longer in effect will, nevertheless, continue to appear in insurer claims
for reimbursement in the future.

Because the 20 percent reduction is not a penalty, but merely a
conservative estimate of the value of unsupported or unjustified claims,
a hearing is not required where such a reduction is effected. Moreover,
insurers can avoid any such reduction in payment by simply conducting
the audits which are necessary, reasonable and required by these rules.

The alternative audit procedure suggested by one commenter would
create excessive administrative burdens on Fund employees, while excus­
ing certain recalcitrant insurers from performing their responsibilities in
accordance with this subchapter. The overall effect would be a burden
on policyholders. This alternative would also unnecessarily deplete the
Fund's limited assets. The 20 percent reduction has been determined
to be reasonable and appropriate. This percentage reduction was unani­
mously approved by the Fund's Board and Advisory Committee in June
1993.

COMMENT: One commenter claimed that often bills are not audited
because they "fell through the cracks." In such cases insurers should
be permitted to conduct post-payment audits to demonstrate that pay­
ments were justified. The commenter suggested that only where an
insurer frequently fails to conduct audits, so as to indicate a general
business practice, would it be appropriate to impose penalties on the
insurer.

RESPONSE: As noted above, the 20 percent reduction in reimburse­
ments is not a penalty but a recognition that approximately 20 percent
of audited bills are non reimburseable. To permit insurers to conduct
post-payment audits would discourage insurers from conducting timely
audits; would unnecessarily deplete the Fund's resources; and would
create an uncertainty as to the Fund's actual resources. Requiring a pre­
payment audit serves to promote administrative ease and accuracy and
preserves the Fund's resources.

COMMENT: One commenter recommended that insurers be given
90 days rather than 60 days in which to provide an initial on-site audit
to the Fund.

RESPONSE: The Fund concurs with this recommendation and
amends N.J.A.C. 11:3-28.10(a)5 accordingly.

COMMENT: One commenter suggested that N.J.A.C. 11:3-28.10(c)
should be clarified to provide that audits are required on cumulative
bills issued by any single facility or provider rather than on cumulative
bills of all facilities and providers on a single claim. Another commenter
requested a clarification of this section.

RESPONSE: The commenter's interpretation of N.J.A.C.
11:3-28.1O(c) is inaccurate. Insurers are required to perform audits on
all claims submitted "per confinement" where the appropriate thresholds
are, or will be met. The rule does not require further clarification because
it is to be read literally.

COMMENT: One commenter claimed that NJ.A.C. 11:3-28.1O(d) is
improper because it would require insurers to guess, prior to receiving
all bills, whether the total of all bills for continuous treatment will
ultimately exceed the audit threshold.

RESPONSE: This rule merely codifies the current standard practice.
This subchapter requires on-site audit for the reimbursement of certain
claims. Where such on-site audits are conducted, insurers should submit
the audits to the Fund. Moreover, insurers have sufficient expertise to
conclude which injuries and which confinements will approach or exceed
the audit threshold.
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COMMENT: One commenter recommended that prior approval for
modifications to a vehicle should only be required above a certain dollar
amount.

RESPONSE: The Fund agrees with this comment and amends
N.J.A.C. 11:3-28.11(b) to require prior approval for modifications to a
vehicle only where the modifications are equal to or in excess of $1,DOO.
Such amendment is beneficial both to insurers and the Fund. Insurers
will be relieved from the prior-approval requirements for modifications
under $1,000 and the Fund will not be burdened with the review and
processing of such requests.

COMMENT: One insurer, citing N.J.A.C. 11:3-28.11(c)2, claimed that
the rules appear to be inconsistent with the UCJF and no-fault laws
because existing case law requires the payment of medical expense
benefit payments based upon medical necessity rather than cost effective­
ness.

One commenter claimed that the rules seem to imply that the Fund
can deny reimbursement for financial considerations rather than medical
necessity. Another commenter suggested that quality of life consider­
ations should be a factor in the approval process of vehicle modifications.

RESPONSE: While claimants are entitled to receive medical expense
benefits based on medical necessity, they are not entitled to any
particular benefit. In order to preserve the Fund's assets, the Fund must
be administered in a cost effective manner to ensure that all claimants
receive appropriate benefits without improperly depleting the Fund's
resources. Therefore, the Fund is justified in determining whether other
more cost effective benefits are appropriate in certain circumstances.

The statute does not authorize the approval of vehicle modifications
based on quality of life considerations. Because the Fund's resources
are limited and all eligible claimants must be covered, the Fund is not
at liberty to expand its criteria for modifications.

COMMENT: One commenter suggested that the time-consuming
prior approval process required by N.JA.C. 11:3-28.12 is antithetical to
good management, as the needs of individuals are better met in a quick
manner, and that the insurer can sufficiently determine the cost benefit
of modifications.

RESPONSE: The prior approval process is necessary to ensure that
(1) the modifications are medically necessary and (2) the Fund's re­
sources are safeguarded by conducting a cost-benefit analysis, which is
a necessary management practice. It is, therefore, essential that insurers
comply with this prior-approval process. Moreover, in the past, this
practice has resulted in efficient transactions for affected claimants.

COMMENT: One commenter suggested that N.J.A.C. 11:3-28.12
should be amended to provide the insurers be permitted to seek an
exception from the rule. It also suggested that modifications to rental
properties be kept to a minimum and should be temporary in nature.
Claimants should also be encouraged to seek rental housing accessible
to the handicapped where available.

RESPONSE: The rules do not prohibit insurers from seeking excep­
tions from the rules. However, because the Fund's resources are limited,
it is unlikely that many, if any, exceptions would be granted. Because
the Fund strives to operate in a cost-effective manner, it does encourage
minimal alterations to rental property and that claimants seek accommo­
dations for the physically impaired, when available.

COMMENT: One commenter expressed its concern that requiring the
repayment of the unamortized costs of modifications, upon the death
of a claimant, may force families to sell their homes to reimburse the
Fund.

RESPONSE: The Fund does not envision that the survivors, which
own the residences, would be required to sell their homes because the
Fund's assets are protected by virtue of the lien filed against the
premises.

COMMENT: An insurer recommended that N.J.A.C. 11:3-28.11(d)
and 28.12(d) should be amended to incorporate safeguards to protect
insurers from arbitrary and capricious decisions by the Fund which would
require insurers to obtain independent evaluations from physicians at
the insurers' cost.

RESPONSE: These provisions merely codify the current practice,
which is within the Fund's general authority. The Fund examines each
request on a case-by-case basis. The Fund has rarely required an insurer
to obtain an independent evaluation from a physician. Generally the
Fund has only made such requests when there has been some doubt
over a course of treatment; for example, if there has been overtreatment
or unnecessary treatment performed. In such instances the Fund has
requested an independent physician's evaluation to ensure that there has
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not been any fraud or collusion on the part of a treating physician and
his or her patient. The Fund has also requested independent physicians'
evaluations where claim files have become stale.

Such evaluations are rarely ordered and are generally only for the
above reasons. The Fund does not require such evaluations arbitrarily
or capriciously. Further amendments to N.J.A.C. 11:28.11(d) and
28.12(d) are, therefore, unnecessary.

COMMENT: One commenter suggested that N.J.A.C. 11:3-28.12(g)
should provide that the Fund be named as a co-lienholder.

RESPONSE: The Fund has determined that the additional expense
to both the Fund and policyholders is unnecessary in light of the ade­
quate performance of insurers in recouping monies from claimants.

COMMENT: One commenter suggested that, pursuant to N.J.A.C.
11:3-28.13(a), the denial of reimbursement to insurers for paid medical
expense benefit claims should be limited to damages that could have
reasonably been recovered from a responsible tortfeasor.

Another commenter claimed that obtaining prior approval from the
Fund for compromising settlements of PIP right of recovery actions is
inappropriate. The commenter accused the Fund of being unreasonable
by refusing to accept less than 1DO percent of full payments.

RESPONSE: The standard set forth at N.J.A.C. 11:3-28.13 is clear
and consistent with past practice; insurers are required to diligently
pursue a right of recovery or to obtain prior approval from the Fund
before settling or compromising a claim against a tortfeasor.

The Fund disagrees with the commenter's characterization that the
Fund is unreasonable. The Fund considers each case individually.
Generally the Fund works in concert with insurers and their counsel
by discussing and considering an insurer's case strategy and resources
and weighing the benefits of settlement against the costs of litigation
and the probability of success of litigation.

COMMENT: One insurer suggested that the Fund should share with
insurers in the expenses incurred in pursuit of a bona fide claim for
damages against tortfeasors. Another commenter concurred and also
stated that the rules on home and vehicle modifications require each
insurer to provide adjusting services, auditing services and rehabilitative
care management and also require expenditures for expert fees and legal
services. The commenter suggested that the Fund should also share in
these expenses.

RESPONSE: Requiring the Fund to share in the above-noted expenses
would be contrary to statute, would require additional resources to
monitor any claims for the above-noted expenses and would deplete the
Fund's resources for other than its intended purpose.

COMMENT: One commenter suggested that the requirement of
N.J.A.C. 11:3-28.10(a)3, that insurers conduct initial on-site audits, is
unnecessary and costly where "general hospitals" are concerned and that
these hospitals should be excluded from the audit requirement. The
commenter believes that the audits are unnecessary because the level
of care and quality of services provided are well regulated by the Joint
Commission of Accreditation for Hospitals and the Department of
Health.

RESPONSE: The Fund acknowledges that "general hospitals" are well
regulated with regard to the level and quality of care for purposes of
an individual's well being. However, the Fund is concerned with the
accuracy of the billings submitted for reimbursement. The Fund, there­
fore, rejects the commenter's recommendation to exclude "general
hospitals" from the audit requirement.

COMMENT: One commenter seeks comment on the scenario where
a 19 year old has suffered permanent injuries and the parents prefer
home care to placing their child in a long-term care facility. The com­
menter suggests that the Fund would direct the parents to place their
child in a facility in order to obtain reimbursement from the Fund.

RESPONSE: The Fund has never directed such a result. Notwithstand­
ing the Fund's limited resources, the Board has discretion to approve
alternative care choices.

COMMENT: One commenter supported the position of paying a
provider facility a "good faith" payment of 80 percent of the invoiced
amount prior to conducting a formal audit of charges submitted.

RESPONSE: The rules do not dictate the amount an insurer can pay
prior to audit. The rules do, however, provide the percentage of claims
which will not be reimbursed if an insurer fails to conduct an audit.

COMMENT: One commenter suggested that notwithstanding that
some medical providers do not comply with the New Jersey Medical Fee
Schedule at N.J.A.C. 11:3-29, that Fund claims handlers should review
bills in accordance with N.J.A.C. 11:3-29.
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RESPONSE: The medical fee schedule set forth at N.J.A.C. 11:3-29
is observed by Fund claims handlers when applicable. However, it is the
insurer's primary responsibility to insure compliance with the New Jersey
Medical Fee Schedule.

COMMENT: One commenter claimed that the use of independent
experts to assist in the design of home modifications, and the need to
secure counsel to complete the necessary contracts between insurers and
claimants, without reimbursement to the insurer, is unfair.

RESPONSE: The additional expenses are reasonable and necessary
and ultimately serve to preserve the Fund's assets. Modifications for use
by the physically impaired is a highly specialized field which requires
expertise in several areas including, but not limited to, fire safety,
building codes and zoning requirements. Past practice has proven that
the use of experts is cost effective.

The costs associated with the preparation of legal documents is also
a necessary and reasonable expense for the purpose of protecting the
Fund's interests and resources as well as the interests of the claimants.
These costs are properly borne by insurers.

COMMENT: Several commenters seek to utilize their own forms
rather than the forms required in accordance with this subchapter.

RESPONSE: The Fund requires the submission of information on its
own forms. This requirement is for administrative convenience and
efficiency in order to facilitate locating necessary information and to limit
the type of information filed, to only that information which is necessary
for the Fund's evaluation.

Summary of Agency-Initiated Changes.
In N.J.A.C. 11:3-28.12(c)3, the phrase "in acceptance with Appendix

B" has been corrected to "in accordance with Appendix B."

Full text of the adoption follows (additions to proposal indicated in
boldface with asterisks *thus*; deletions from proposal indicated in
brackets with asterisks *[thus]*):

11:3-28.1 Purpose and scope
(a) The purpose of this subchapter is to establish procedures to

ensure that only appropriate, reimburseable claims are submitted to
the Fund by insurers by requiring investigation of the medical
necessity for certain claims; requiring the audit of claims of $10,000
or more submitted by licensed providers of health care services or
claims of $25,000 or more by health care facilities; and requiring
prior approval of claims for alterations to vehicles and residences.
This subchapter also requires insurers to pursue the proper, alterna­
tive sources for reimbursement where such other sources of funds
are available.

(b) This subchapter applies to all insurers authorized in this State
to write the kinds of insurance specified in paragraphs d and e of
N.J.S.A. 17:17-1.

11:3-28.2 Definitions
The following words and terms, when used in this subchapter, shall

have the following meanings unless the context clearly indicates
otherwise:

"Diagnosis related groups" or "DRG" means a patient classi­
fication scheme in which cases are grouped by shared characteristics
of principal diagnosis, secondary diagnosis, age, surgical procedure,
and other complications. Each DRG exhibits a consistent amount
of resource consumption as measured by some unit (for example,
length of stay or dollars).

"Excess medical expense benefits" means medical expense ben­
efits paid in accordance with N.J.S.A. 39:6A-4a which are in excess
of $75,000 resulting from personal injury to anyone person in any
one accident.

"Fund" means the Unsatisfied Claim and Judgment Fund
established pursuant to N.J.S.A. 39:6-61 et seq.

"Health care facility" means a facility or institution, whether public
or private, engaged principally in providing services for diagnosis of
treatment of pain, injury, deformity or physical condition, including,
but not limited to, a general hospital, special hospital, public health
center, diagnostic center, treatment center, rehabilitation center,
extended care facility, skilled nursing home, nursing home, in­
termediate care facility, outpatient clinic, dispensary or residential
health care facility.

"Health care service" means the preadmission, outpatient, inpa­
tient and postdischarge care provided in or by a health care facility,
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and such other items or services as are necessary for such care, which
are provided by or under the supervision of a physician for the
purpose of diagnosis or treatment of pain, injury, disability, deformity
or physical condition, including, but not limited to, nursing service,
home care nursing and other paramedical service, ambulance service,
service provided by an intern, resident in training or physician whose
compensation is provided through agreement with a health care
facility, laboratory service, medical social service, drugs, biologicals,
supplies, appliances, equipment, bed and board.

"Insurer" means any person authorized or admitted in this State
to write the kinds of insurance specified in paragraphs d and e of
NJ.S.A. 17:17-1.

"Licensed nursing personnel" or "licensed nurse" means a nurse
licensed by the New Jersey State Board of Nursing or the equivalent
from another jurisdiction.

"Medical expense benefits" means medical expense benefits paid
in accordance with N.J.S.A. 39:6A-4a.

"Medically necessary" means services or supplies including tests
or examinations that are needed for the medical care of a diagnosed
injury. To be considered "needed" a service or supply must be
ordered by a licensed physician and be commonly and customarily
recognized throughout the medical profession as appropriate in the
treatment of the particular injury for which it was ordered. Neither
educational, experimental nor investigational procedures will be de­
emed "needed" or "medically necessary" for purposes of these rules.

"Per diem" means a daily fixed charge which includes room and
board and other fees for services and supplies.

"PIP coverage" means personal injury protection coverage as
described at N.J.S.A. 39:6A-4.

"Person" means any individual, association, company, corporation,
insurer, joint stock company, organization, partnership, society, syn­
dicate, trust, any combination of the foregoing acting in concert or
any other entity.

"Pre-screen" means an off-site review of the billings from a health
care facility to determine whether the care given and amounts
charged are appropriate.

"Provider" means any person that furnishes services or equipment
for medical expense benefits for which payment is required to be
made under PIP coverage in automobile insurance policies, but does
not include health care facilities.

"Reimbursement" refers to reimbursement to insurers by the
Fund as provided at N.J.S.A. 39:6-73.1.

11:3-28.3 Report of such claims when the carrier has paid at least
$50,000 for medical expense benefits

In cases where the potential exposure to the automobile liability
insurer exceeds $75,000, the insurer shall report on form UC-321
(incorporated herein by reference as Exhibit 1 in Appendix A)
whenever medical expense benefits in a total amount of $50,000 have
been paid on account of personal injury to anyone person in any
one accident.

Recodify existing N.J.A.C. 11:3-28.3 as 28.4 (No change in text.)

11:3-28.5 Supplemental form to be submitted to the Fund
A two-sided reimbursement and reserve form, UCJF-REIMB./91

(incorporated herein by reference as Exhibit 2 in Appendix A), shall
be filed with the Fund within 90 days after an automobile insurer
has paid medical expense benefits on account of personal injury to
anyone person in anyone accident in a total amount in excess of
$75,000. Such form together with form UC-323(93) (incorporated
herein by reference as Exhibit 3 in Appendix A) shall be filed each
quarter that the insurer seeks reimbursement.

Recodify existing NJ.A.C. 11:3-28.5 as 28.6 (No change in text.)

11:3-28.7 Reimbursement of excess medical expense benefits paid
by insurers

(a) Insurers shall submit to the Fund itemized accounts with
supporting documentation of excess medical expense benefit claim
payments as soon as practicable after the close of the quarter for
which reimbursement is sought. The Fund shall reimburse auto­
mobile liability insurers for excess medical expense benefits on a
quarterly basis. Insurers shall not be reimbursed for interest, attorney
fees or punitive damages.
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1. For a period of one year from the date of payment of a claim
for excess medical expense benefits by an insurer, the insurer may
submit to the Fund a request for reimbursement of a claim which
was not included in the insurer's quarterly submission. The insurer
shall include with its request, specific documentation to identify the
subject payment.

2. Failure to comply with the requirements set forth in (a)1 above
shall result in a denial ·by the Fund· of *[reimbursement by the
Fund]* ·the reimbursement request which was omitted from the
quarterly submission·.

(b)-(d) (No change.)
Recodify existing N.J.A.C. 11:3-28.7 and 28.8 as 28.8 and 28.9 (No

change in text.)

11:3-28.10 Insurers' obligations to investigate and audit bills for
medical benefits

(a) For purposes of reimbursement by the Fund, an insurer shall
conduct an investigation and audit of claims submitted by health care
facilities where such claims are equal to or in excess of $25,000.

1. Failure of an insurer to complete an audit in accordance with
these rules shall result in a 20 percent reduction in payment to the
insurer by the Fund of the unaudited, reimbursable bill.

2. Per diem billings for health care facilities are not subject to
the audit requirements set forth in this subchapter.

3. An insurer shall conduct an initial on-site audit for charges by
health care facilities to determine whether the level of care, need
and charges are appropriate.

4. An insurer may pay 80 percent of the provider's bill prior to
completion of the initial on-site audit. The remaining amount due,
if any, shall be paid following completion of the insurer's audit.

5. Annual on-site audits shall be completed in 12-month intervals,
from the initial on-site audit and shall be filed with the Fund within
*[60]* ·90· days of completion of the audit; and

6. Whenever a change in services occurs such as, but not limited
to, the level of care, the daily room rate or additional charges, an
insurer shall conduct an on-site audit and shall provide the audit
and auditor's statement to the Fund with the next reimbursement
request.

7. All other audits shall be conducted prior to payment to the
health care facility and may be performed on a pre-screen basis as
set forth in (e) below.

(b) For purposes of reimbursement by the Fund, an insurer shall
conduct an investigation and audit of claims submitted by providers
where such claims are equal to or in excess of $10,000.

1. Failure of an insurer to complete an audit in accordance with
this subchapter shall result in a 20 percent reduction in payment
to the insurer by the Fund of the unaudited, reimbursable bill.

(c) The thresholds in (a) and (b) above are cumulative for each
confinement associated with damages resulting from bodily injuries
arising out of the ownership, maintenance or use of a motor vehicle
in this State and shall incorporate all claims submitted per confine­
ment by the health care facility or by each individual provider.

(d) To be eligible for reimbursement by the Fund, insurers shall
audit, prior to payment, bills submitted for continuous treatment
from any health care facility or provider which exceed or may exceed
the applicable threshold.

(e) Audits of all providers and health care facilities conducted
pursuant to this subchapter, including the audit of DRG bills and
any successor pricing, shall be performed by:

1. Licensed nursing personnel with two years experience or train­
ing in required auditing and hospital practices; or

2. An outside auditing firm retained by the insurer for such
purposes.

(f) Audits performed shall include, but not be limited to, con­
firmation of compliance with the medical fee schedule set forth at
N.J.A.C. 11:3-29 including those situations where the insurer does
not provide the primary coverage to the claimant.

(g) An insurer is not required to conduct a separate, independent
audit, if it has obtained a true copy of an audit conducted by the
primary insurer or health insurer.

(h) Insurers shall append copies of audits conducted, including
those conducted by the primary insurer or health insurer, and the
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auditor's statements with the reimbursement request filed with the
Fund in accordance with N.J.A.C. 11:3-28.7.

11:3-28.11 Modifications to vehicles
(a) An insurer shall obtain prior approval from the Fund for

modifications to a claimant's vehicle, or vehicle to be used for the
benefit of the claimant, the cost of which may be reimbursed by
the Fund.

(b) An insurer shall submit a written request to the Fund, seeking
approval of modifications *which are equal to or in excess of
$1,000·, within 30 days of a claimant's request for modifications.

(c) A request to obtain prior approval from the Fund shall include
the following:

1. A written recommendation for the modification by the clai­
mant's primary care physician including:

i. Where the claimant is the operator of the vehicle, current
findings on the claimant's physical ability to drive and a copy of the
claimant's current driver's license;

ii. A brief analysis of the medical necessity and medical purpose
for the requested modifications;

iii. A description of the purpose for which the vehicle will be used;
and

iv. Verification that the requested modifications are necessitated
by injuries sustained by the claimant in the subject accident;

2. A cost benefit analysis, supported by appropriate documenta­
tion, comparing the cost of modifying the claimant's vehicle to the
cost of alternate methods of transporting the claimant. This analysis
shall incorporate an evaluation of the anticipated miles to be driven
per year for medically necessary health care services, including a
breakdown reflecting the number of miles to be driven to obtain
health care service and the frequency of such services, the cost per
mile of alternate means of such transportation, as well as the useful
life of the vehicle;

3. An agreement between the insurer and the claimant setting
forth, but not limited to:

i. The claimant's responsibility to maintain insurance on the vehi­
cle; and

ii. The claimant's responsibility to repair and maintain the vehicle;
and

4. Any additional information specifically requested by the Fund
with regard to a particular application for approval.

(d) The insurer may independently evaluate, or be required by
the Fund to evaluate, the claimant by a physician chosen by the
insurer and approved by the Fund, at the insurer's cost, to determine
whether a medical necessity and medical purpose exist for modifica­
tions to the vehicle. The evaluation shall include a review of the
elements considered in the primary evaluation as set forth at (c)
above.

(e) The Fund shall not approve modifications to a vehicle unless
it is demonstrated that the modifications are required for purposes
of medical necessity resulting from injuries sustained by the claimant
in the subject accident, are required for a medical purpose and the
modifications are shown to be cost effective or as the Fund may
otherwise determine.

(f) A request for modifications may be denied for failure to fulfill
any of the above conditions.

11:3-28.12 Modifications to a claimant's residence
(a) An insurer shall obtain prior approval from the Fund for any

modifications to a claimant's primary residence the cost of which
may be reimbursed by the Fund.

(b) An insurer shall submit a written request to the Fund, seeking
approval of modifications which are equal to or in excess of $10,000,
within 30 days of a claimant's request for modifications.

(c) A request to obtain prior approval from the Fund shall include
the following:

1. A written recommendation for the modification by the clai­
mant's primary care physician including:

i. A brief analysis of the medical necessity for the requested
modifications; and

ii. Verification that the requested modifications are necessitated
by injuries sustained by the claimant in the subject accident;
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2. Medical documentation estimating the claimant's life ex­
pectancy;

3. A cost benefit analysis, supported by appropriate documenta­
tion, which establishes that the proposed modifications are more cost
effective than long term residential care services. The analysis shall
include, in *[acceptance]* *accordance* with Appendix B in­
corporated herein by reference, an evaluation based on the life
expectancy of the claimant and a comparison between the costs of
the modifications and home care to be provided, to the costs of other
residential care alternatives;

4. An evaluation prepared by an independent consultant ex­
perienced in barrier free designs that sets forth the type of modifica­
tions required and the costs of such modifications;

5. An agreement setting forth the responsibilities regarding the
obligations of the claimant, the owner of the property or both and
the insurer for, but not limited to:

i. The claimant's or property owner's responsibility for:
(1) The expenses for upkeep of the residence;
(2) Maintenance of insurance on the property; and
(3) Repayment to the insurer in the event of the claimant's

relocation, death or upon the sale of the modified premises; and
ii. The insurer's obligation to remove nonessential equipment;
6. A repayment agreement with an amortization provision which

provides an amortization term and amount, once a modification is
determined to be cost effective, calculated in accordance with the
formula provided in Appendix B to this subchapter; and

7. Any other additional information specifically requested by the
Fund with regard to a particular application for approval.

(d) The insurer may independently evaluate, or be required by
the Fund to evaluate, the claimant by a physician chosen by the
insurer and approved by the Fund, at the insurer's cost, to determine
whether a medical necessity for the modifications exist. The evalua­
tion shall include a review of the elements considered in the primary
evaluation as set forth at (c) above.

(e) The Fund shall not approve modifications to a residence
unless it is demonstrated that the modifications are required for
purposes of medical necessity resulting from injuries sustained by
the claimant in the subject accident and the modifications are shown
to be cost effective or as the Fund may otherwise determine.

(f) A request for modification may be denied for failure to fulfill
any of the above requirements.

(g) Where a request for modifications is approved, the insurer
shall record a lien against the modified property in the county in
which the property is located and shall file a copy of the recorded
lien with the Fund within 30 days.

1. This provision shall not apply to rental property.
(h) Where a claimant seeks to modify rental property, the insurer

shall obtain:
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1. A written consent from the owner of the property which permits
the modifications and indemnifies the insurer and the Fund from
any other liabilities relating thereto; and

2. A written agreement between the claimant and the insurer, in
which the claimant agrees to reimburse the insurer for the
unamortized costs of the improvements in the event of the claimant's
relocation or death.

(i) Upon the claimant's relocation or death, the claimant, the
claimant's estate or the owner of the property against which the lien
is recorded, shall reimburse the insurer for the unamortized cost
of the modifications to the claimant's residence.

(j) The claimant, the claimant's estate or the owner of the proper­
ty against which the lien was recorded, shall have a reasonable period
in which to reimburse the insurer.

(k) Where repayment by the claimant or the claimant's estate is
required pursuant to this section, interest shall accrue at the prevail­
ing rate of post judgment interest as set forth in the rules governing
civil practice in the New Jersey Court Rules in effect at the time
of execution of the repayment agreement, until the amount owed
is paid in full.

(I) Within 30 days from the date of the claimant's relocation or
death, the insurer shall so notify the Fund in writing and shall include
the terms of repayment by the claimant to the insurer. The insurer
shall repay the Fund for such reimbursement.

1. The insurer shall be required to repay the Fund within 60 days
from receipt of any and all partial payments or from the receipt
of a payment made in full by the claimant.

(m) A warrant discharging the lien shall be filed by the insurer
when the full amount owed to the insurer, in accordance with the
amortization agreement, is satisfied.

11:3-28.13 Insurer's obligation to obtain recovery of payments for
paid medical expense benefit claims

(a) The Fund shall deny reimbursement to insurers for paid
medical expense benefit claims if an insurer has failed to pursue
any and all responsible tortfeasors within the time prescribed by law
at N.J.S.A. 39:6A-13.1.

1. An insurer's failure to diligently pursue its right of recovery
of medical expense benefit claim payments shall result in the denial
of reimbursement by the Fund for these claims.

2. The Fund shall recover any reimbursement payments which
were made to an insurer, where the insurer failed to diligently pursue
its right of recovery against a tortfeasor.

3. An insurer shall obtain prior approval from the Fund before
settling or compromising a claim against a tortfeasor.

(b) Any and all expenses and fees incurred by the insurer as a
result of the pursuit of a right of recovery against a tortfeasor, shall
be borne by the insurer.
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APPENDIX A
EXHIBIT 1

UNSATISFIED CLAIM AND JUDGMENT FUND
EXCESS MEDICAL BENEFITS FIRST NOTICE FORM

INSURANCE

This form shaD be completed by the Carrier anticipating reimbursement from the Fund of Medical Expense Benefits. This form shall be sent
to the Fund at the time the Carrier has made payments in a total amount of $50,000 and the Carrier expects the payments will exceed a total
of $75,000.

PLEASE PRINT OR TYPE
NAME OF CARRIER UNDER WHICH POLICY IS WRITTEN

ADDRESS

NAIC NUMBER

CITY STATE ZIP CODE

ICONTACT PERSON I TELEPHONE NUMBER INCLUDING AREA CODE

CARRIER FILE NUMBER CARRIER POLICY NUMBER POLICY EFFECTIVE DATES

FROM:

TO:

IDATE OF ACCIDENT

I
LOCATION OF ACCIDENT INCLUDING CITY, COUNTY AND STATE

INAME OF NAMED INSURED ON POLICY

NAME OF INJURED PARTY

ADDRESS

AGE OF INJURED PARTY AT TIME OF ACCIDENT SEX

IDESCRIPTION OF INJURIES

IPROGNOSIS AS TO INJURIES

I

AMOUNT OF MEDICAL PAYMENTS TOTAL AMOUNT OF EXPECTED FUTURE
MADE TO DATE: $ MEDICAL PAYMENTS: $

RECOMMENDED RESERVE FOR THE TOTAL VALUE OF THE CLAIM TO ITS ULTIMATE DISPOSITION:
$
R-E....,C....,O-M-M....,..,.,.E--:N-="D--E--D-R----E..,....SE=RVE FOR THE AMOUNT OF PAYMENTS TO BE MADE IN THE NEXT TWO YEARS:

$-----------
DATE ON WHICH THE $75,000 THRESHOLD MAY BE REACHED: _

NAME OF SUPERVISOR RESPONSIBLE FOR INVESTIGATION FILE AND PHONE NUMBER:

COMPLETED BY _

PHONE NUMBER _

UC-321 (Rl/91)

TITLE _

DATE _
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EXHIBIT 2

UNSATISFIED ClAIM AND JUDGEMENT FUND
REIMBURSEMENT AND RESERVE FORM

ADOPTIONS

This form shall be completed by the Carrier seeking reimbursement from the fund for Medical Expenses Benefits in excess of $75,000. The reverse
side of this form must be completed upon submission of the first request for reimbursement only. A separate form shall be submitted with each
request.

PLEASE PRINT OR lYPE

NAME OF CARRIER UNDER WHICH POLICY IS WRITTEN ICARRIER'S FILE NUMBER

ADDRESS

INAME OF INJURED PARTY II EMB FILE NUMBER

SET FORTH PROGNOSIS AS TO INJURIES AND EXPECfED FUTURE MEDICAL PAYMENTS

RECOMMENDED RESERVE FOR TOTAL VALUE OF CLAIM TO ITS
ULTIMAlE DISPOSITION, NOT INCLUDING THE $75,000 THRESHOLD $ _

TOTAL AMOUNT OF ANTICIPAlED PAYMENTS DURING THE NEXT 2 YEARS $ _

TOTAL AMOUNT OF EXPECfED PAYMENTS DURING THE NEXT 90 DAYS $ _

THE PIP PAYMENT RECORD AND ADDING MACHINE TAPE(S) ARE TO BE ATTACHED TO THIS FORM. THE PIP PAYMENT
RECORD SHOULD INCLUDE THE DAlE PAID, AMOUNT PAID, NAME OF THE PARTY PAID AND TREATMENT DATES. THE
PIP PAYMENT RECORD SHOULD INDICAlE TO WHICH PAYMENTS THE PIP DEDUCTIBLE AND CO-PAYMENT WAS APPLIED.

AMOUNT OF REIMBURSEMENT NOW BEING SOUGHT FROM THE FUND $ _

AMOUNT OF REIMBURSEMENT PREVIOUSLY RECEIVED, IF ANY $ _

o NO FURTHER REIMBURSEMENT ON THIS CLAIM IS ANTICIPAlED. WE HAVE CLOSED OUR MEDICAL EXPENSE FILE.

COMPLElED BY

TITLE

DAlE COMPLElED

lELEPHONE NUMBER

·COMPLElE REVERSE SIDE ON INITIAL REQUEST FOR REIMBURSEMENT.

UCJF-REIMB./91
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ANSWER THE FOLLOWING QUESTIONS "YES OR NO". IF AUDITS, MEDICAL REPORTS, ETC. ARE REQUIRED, ATTACH TO
PIP PAYMENT RECORD AT TIME OF SUBMISSION FOR REIMBURSEMENT.

YES NO

CONCURRENCY APPLIES

WORKER'S COMPENSATION COVERAGE INVOLVED

SUBROGATION APPLIES

PIP REIMBURSEMENT OPTION SELECfED
(IF YES, ATTACH COPY OF LETTER TO INSD)

CIB WAS FILED

AUDIT REPORTS FOR PAYMENTS OVER $10,000

COMPREHENSIVE MEDICAL AND/OR REHABILITATION REPORTS

PIP PAYMENT RECORDS WITH ADDING MACHINE TAPE(S).

COMPLETED AND SIGNED TREASURY INVOICE

IS CLAIM IN LITIGATION? IF SO, BY WHOM?

PLEASE STATE ADDmONAL COMMENTS:

UCJF-REIMB./91 p.2

NEW JERSEY REGISTER, MONDAY, NOVEMBER 15, 1993 (CITE 25 N.J.R. 5227)

You're viewing an archived copy from the New Jersey State Library.



INSURANCE

EXHIBIT 3

UNSATISFIED CLAIM AND JUDGMENT FUND
EXCESS MEDICAL BENEFITS PAYMENT RECORD

ADOPTIONS

CARRIER: _

CARRIER'S FILE NO.: _

INJURED PARTY: _

PAGE NUMBER:

EMB FILE NO.: _

DATE OF LOSS: _

(d - b)/12 = e
3. The formula to determine the term of the amortization schedule

is as follows:
ale = f

The following examples demonstrate how the formulas shall be ap­
plied:

1. The formula which the Fund shall evaluate to determine the cost
effectiveness of requested home modifications is as follows:

(a + (b x c)) < (d x c)
The Fund shall only approve modifications where the above formula

applies.
2. The formula to determine the amount to be amortized monthly

is as follows:

DATE PROVIDER AND AMOUNT DATES OF AMOUNT DATE OF
RECEIVED NATURE OF SERVICE CHARGED SERVICE PAID PAYMENT

PAGE TOTAL:

INDICATE WIm AN ASTERISK (*) NEXT TO mE PAYMENT OR PAYMENTS mE PIP DEDUCTIBLE COPAYMENT WAS APPLIED.

AN ADDING MACHINE TAPE WHICH CORRESPONDS WIm mE PAYMENTS LISTED SHOULD BE ATTACHED TO EACH PAGE.
IF mERE IS MORE mAN ONE PAGE OF PAYMENTS SUBMITTED WIm mE REQUEST, A SEPARATE ADDING MACHINE TAPE
SHOULD BE ATTACHED SUMMARIZING mE TOTAL OF PAYMENTS ON ALL OF mE PAGES.

C-323 (93)

APPENDIX B
AMORTIZATION FORMULA

The Fund shall evaluate the cost effectiveness of modifications to a
residence and shall establish an amortization schedule based on informa­
tion submitted to the Fund by the insurer. The insurer shall file with
the Fund the information in categories (a) through (d) below. This
information shall be accompanied by the documentation which supports
the information in those categories. The factors which shall be considered
by the Fund include:

(a) Cost of modifications;
(b) Annual cost of home care, including but not limited to, nursing

care, therapy, transportation for medical treatment and medical supplies;
(c) Life expectancy of the injured person;
(d) Annual cost of other residential care alternatives;
(e) Monthly amount amortized; and
(f) Term of amortization in months.
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Example Example Example
One Two Three

Cost of Modifications 100,000 100,000 100,000
Annual Cost of Home Care 60,000 6,000 60,000
Life Expectancy of Injured Party 30 10 20
Annual Cost of Other

Residential Care Alternatives 84,000 120,000 60,000
Cost Effective Formula
Cost for Home Care 1,900,000 160,000 1,300,000
Cost for Alternative Care 2,520,000 1,200,000 1,200,000
Is Home Modification Cost Effective? Yes Yes No
Amortization Schedule
Amount Amortized Monthly $2,000 $9,500
Term of Amortization 50 months 11 months

(a)
DIVISION OF NEW JERSEY REAL ESTATE

COMMISSION
Real Estate Commission Rules
Readoption: N.J.A.C. 11:5
Proposed: August 16, 1993 at 25 N.J.R. 3597(b).
Adopted: October 15, 1993 by the New Jersey Real Estate

Commission, Micki Greco Shillito, Executive Director.
Filed: October 15, 1993 as R.1993 d.552, without change.

Authority: N.J.S.A. 45:15-6.

Effective Date: October 15, 1993.
Expiration Date: October 15, 1998.

Summary of Public Comments and Agency Responses:
No comments were received.

Full text of the readoption can be found in the New Jersey
Administrative Code at N.J.A.C. 11:5.

(b)
DIVISION OF ENFORCEMENT AND CONSUMER

PROTECTION
Notice of Administrative Correction
Insurance Fraud Prevention
Statement of Liability for Fraud on Claim Forms
N.J.A.C. 11 :16-1.2

Take notice that the Office of Administrative Law has discovered an
error in the current text of N.J.A.C. 11:16-1.2. The rule's requirement
that, "Insurers must place the following warning on all claim forms:"
was adopted as, "Insurers shall either place on or attach to all claim
forms the following warning:" (see 20 N.J.R. 1062(a) and 1720(b».

This notice of administrative correction is published pursuant to
N.JAC. 1:30-2.7.

Full text of the corrected rule follows (additions indicated in
boldface thus; deletions indicated in brackets [thus]):

11:16-1.2 Statement of liability for fraud on claim forms
Insurers [must place the following warning on all claim forms]

shall either place on or attach to all claim forms the following
warning:

"Any person who knowingly files a statement of claim containing
any false or misleading information is subject to criminal and civil
penalties."

INSURANCE

(c)
DIVISION OF LICENSING ENFORCEMENT AND

CONSUMER PROTECTION
Managing General Agents
Adopted Concurrent New Rules: N.J.A.C. 11 :17-6
Proposed: September 7, 1993 at 25 N.J.R. 4318(a).
Adopted: October 15, 1993 by Samuel F. Fortunato,

Commissioner, Department of Insurance.
Filed: October 15, 1993 as R.1993 d.563, with substantive and

technical changes not requiring additional public notice and
comment (see N.J.A.C. 1:30-4.3).

Authority: N.J.S.A. 17:1-8.1, 17:1C-6(e) and P.L. 1993, c.237.

Effective Date: October 15, 1993, Readoption of emergency
rules;
November 15, 1993, Changes upon adoption.

Expiration Date: April 15, 1998.
These new rules were adopted on an emergency basis and concurrently

reproposed on September 7, 1993 pursuant to N.J.S.A. 52:14B-4(c) (see
25 N.J.R. 4318(c». The present adoption of these concurrent reproposed
rules is effective upon acceptance for filing at the Office of Adminis­
trative Law (see N.J.A.C. 1:30-4.4(d», except for the changes upon
adoption, which are effective upon publication of this notice, November
15, 1993.

Summary of Public Comments and Agency Responses:
Three public comments were received from an insurance company

(Prudential Insurance Company of America), a reinsurance company
(Reinsurance Association of America) and an insurance association
(American Insurance Association).

COMMENT: One commenter suggested that the qualification in the
definition of managing general agent ("MGA") set forth at N.J.A.C.
11:17-6.2, which concerns the authority to adjust or pay claims, be limited
to claims in excess of $100,000.

RESPONSE: The Department believes that a $100,000 per claim limit
would unduly limit the Commissioner's ability to regulate and monitor
MGA's by excluding persons with substantial authority to affect the
financial conditon of an insurer.

COMMENT: One commenter objected to N.JAC. 11:17-6.3(c) and
(d), the surety bond and Errors and Omissions ("E & 0") requirements.
The commenter objected to the rules provision which prevents the surety
bond and E & 0 coverages from being written by the insurer or affiliate
of the insurer contracting with the MGA. The commenter believes that
the application of this restriction to an affiliate of the insurer contracting
with the MGA is unnecessarily overreaching. The commenter stated that
if a coverage is properly written with a sound insurer, it should be
acceptable for purposes of satisfying the requirements of this rule and
the consumer public will have greater alternatives.

RESPONSE: Bond and E&O coverages of the MGA are necessary
to protect the public in the event of the insolvency of the insurer because
of the acts of the MGA; they may be of little value if underwritten by
the insolvent insurer.

COMMENT: One commenter expressed concern with N.J.A.C.
11:17-6.7(b), which requires the MGA to maintain all books and records
of account for a period of five years after the termination of the contract.
The commenter believes that this provision will present some problems
for insurers. The commenter stated that a company should have access
to these records after the termination of the MGA contract. Additionally,
the commenter believes that this language may be misinterpreted as
somehow empowering the MGA with some authority, other than agreed
to by the insurer, for the five years following termination of a contract.
(For example, the MGA may continue to collect premiums on a contract
that is renewed and then tender them to the insurer for that five-year
period following the termination of the contract because it has to main­
tain the records of account.) The commenter suggested that the Depart­
ment provide some additional language reflecting the fact that no such
authority exists.

RESPONSE: Nothing in this rule affects the insurer's right and obliga­
tions to obtain or maintain records, or its ability to provide for such
in its agreement with the MGA. The Department's intent is to require
the MGA to maintain the books and records of the account. This can
be accomplished by requiring the MGA to keep copies of records for
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five years after termination of the contract with the insurer, and does
not require the insurer to relinquish control of the records. This provision
will allow the Department to review the MGA's records (copies) in case
of an audit by the Department, but it does not mean that the MGA
can continue to collect premiums once the contract with the insurer has
been terminated.

COMMENT: Two commenters expressed concern with N.J.A.C.
1l:17-6.7(c), which addresses record maintenance requirements. The first
commenter objected to the provision for allowing the Commissioner to
obtain records directly from the MGA. The commenter stated that since
the MGA is an agent for the insurer, it is the insurer which has the
ultimate responsibility for the business written by the MGA. The com­
menter observed that it is necessary that separate records of the business
written by the MGA be maintained. The commenter stated that the
insurer must have access to the records, the right to copy them, and
the records must be in a format usable by the insurer and the Com­
missioner. The commenter believes that it is the responsibility of the
insurer to produce the records for the Commissioner. The commenter
recommended that the Department delete N.J.A.C. 11:17-6.7(c), and
replace it with Section 4.D of the NAIC Managing General Agents
Model Act, which provides:

Separate records of business written by the MGA will be maintained.
The insurer shall have access and right to copy all accounts and records
related to its business in a form usable by the insurer and the Com­
missioner shall have access to all books, bank accounts and records of
the MGA in a form usable to the Commissioner...

The second commenter stated that this provision raises a concern that
insurers may be cut out of an opportunity to see documents that may
very well need to be seen. The commenter believes that this provision
seems to limit access to the records specified therein to a request for
production for examination by the Commissioner. The commenter stated
that in the event of a termination of an MGA, gaining access to critical
records may be a problem. Therefore, the commenter recommended that
both sections clearly state an insurer's right to access all records.

RESPONSE: All MGA's must first be licensed as producers; this
provision merely restates the current producer record maintenance re­
quirements. MGA's are already bound by the insurance producer's
record and maintenance requirements, therefore no undue burden is
being placed on them. The Department is just restating what a MGA
is required to do.

The Department notes that section 4.D of the NAIC Model Act is
essentially codified at P.L. 1993, c.237, section 6d.

COMMENT: One commenter objected to N.J.A.C. 11:17-6.7(c), be­
cause the provision fails to require notice to the insurer which is the
joint owner of the MGA's records. The commenter asserted that the
State's MGA statutory provisions differ from the NAIC model and
expressly allow the Commissioner specific access to the MGA's books,
bank accounts and records even apart from a general examination of
the MGA. However, the commenter believes that since the statute does
acknowledge joint ownership by the MGA and the insurer of claim
records, that any access to such by the Commissioner should at least
require notice to the insurer. Additionally, the commenter believes based
on a proprietary and/or confidential nature of other records relating to
the insurer's business, notice should be given to the insurer of any records
accessed by the Commissioner.

RESPONSE: The Department disagrees with the commenter. The
Department believes that since MGA's are licensed producers first, the
Commissioner has every right to access this information without being
required to notify the insurer. The MGA's contract with the company
may require notice to the carrier.

COMMENT: Two commenters objected to NJ.A.C. 11:17-6.7(d)3,
which addresses the maintaining of books and records electronically. One
commenter stated that the requirement that every 30 days electronic
records should be reproduced onto hard copy is an unnecessary burden
that can be eliminated if the records are required to be kept in a format
usable to the Commissioner. The commenter believes that the adoption
of Section 4.D of the model as cited above would put this requirement
into the regulation.

A second commenter objected to the provision that requires all elec­
tronically maintained records to be translated onto hard copy and stored
in that form for five years unless the electronic system can be shown
to be unalterable. The commenter believes that it is unlikely that any
electronic system is unalterable; therefore, the commenter stated that

ADOPTIONS

this is an "empty" exemption. In addition the commenter stated that
the hard copy is no less alterable. The commenter believes that the
expense of reproduction and storage serves no purpose.

RESPONSE: The record maintenance requirements of these rules are
already applicable to MGA's as a result of their status as licensed
producers which they should already be complying with; therefore, the
Department does not believe that an unusual burden is being placed
on MGA's as a result of this requirement, which just restates reasonable
requirements already in effect for licensed producers.

Summary of Agency-Initiated Changes:
The Department has amended N.J.A.C. 11:17-6.3(a), the requirements

for being an MGA, to state that the MGA's license authority is the same
authority they have as a producer. Therefore, a person who has a
producer's license with property casualty authority can act as an MGA
for property casualty insurers. A person who does not have Iifelhealth
authority as a producer must satisfy the requirements for being a
producer with lifelhealth authority in order to act as an MGA for a life/
health company. This clarification is necessary to assume consistency in
this subchapter with the Producer Licensing Act, N.J.S.A. 17:22A-l et
seq. and rules, N.J.A.C. 11:17-2.

The Department has made some minor editorial changes to Forms
A and B. The Department has deleted one space from the company
reference number on Form A. The Department has added one space
for the insurance producer reference number.

Full text of the adoption follows (additions to proposal indicated
in boldface with astericks *thus*; deletions from proposal indicated
with brackets with astericks *[thus]):

SUBCHAPTER 6. MANAGING GENERAL AGENTS

11:17-6.1 Purpose and scope
This subchapter implements the provisions of P.L.1993, c.237. This

subchapter sets forth the procedures for the regulation of certain
persons, firms, associations or corporations who act as managing
general agents on behalf of insurers.

11:17-6.2 Definitions
The following words and terms, when used in this subchapter, shall

have the following meanings, unless the context clearly indicates
otherwise:

"Commissioner" means the Commissiner of the New Jersey De­
partment of Insurance.

"Insurer" means:
I. Any corporation, association, partnership, reciprocol exchange,

interinsurer, Lloyd's insurer, fraternal benefit society or other person
engaged in the business of insurance pursuant to N.J.S.A. 17:17-1
et seq., or N.J.S.A. 17B:17-1 et seq.;

2. Any medical service corporation operating pursuant to N.J.S.A.
17:48A-l et seq.;

3. Any hospital service corporation operating pursuant to N.J.S.A.
17:48-1 et seq.;

4. Any health service corporation operating pursuant to N.J.S.A.
17:48E-l et seq.;

5. Any dental service corporation operating pursuant to N.J.S.A.
17:48C-l et seq.

"Managing general agent" or "MGA" means any person, firm,
association or corporation who binds ceding reinsurance contracts
on behalf of an insurer or manages all or part of the insurance
business of an insurer, including the management of a separate
division, department or underwriting office, and acts as an agent
for that insurer whether known as a managing general agent,
manager or other similar term, who, with or without the authority,
either separately or together with affiliates, produces, directly or
indirectly, and underwrites an amount of gross direct written
premium equal to or more than five percent of the policyholder
surplus as reported in the last annual statement of the insurer in
anyone quarter or year together with one or more of the following:

I. Authority to adjusts or pays claims in excess of $5,000 per claim
or in the aggregate, if the claims will settle for $100,000 or more
in a year; or

2. Negotiates reinsurance on behalf of the insurer.
Notwithstanding the above; the following persons shall not be

MGAs for the purposes of this subchapter:
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1. An employee of the insurer;
2. A United States manager of the United States branch of an

alien insurer;
3. An underwriting manager which, pursuant to contract, manages

all or part of the insurance operations of the insurer, is under
common control with the insurer, subject to N.J.S.A. 17:27A-l et
seq., and whose compensation is not solely based on the volume
of premiums written;

4. An attorney-in-fact authorized by and acting for the subscribers
of a reciprocal insurer or inter-insurance exchange under powers of
attorney.

"Nonresident" means a person who neither resides in New Jersey
nor maintains an office in New Jersey where insurance business is
transacted.

"Producer" means a person licensed in accordance with N.J.S.A.
17:22A-l et seq. and N.J.A.C. 11:3-17.

"Resident" (of New Jersey) means a person who either resides
in New Jersey or maintains an office in New Jersey where insurance
business is transacted.

11:17-6.3 Requirements for MGA
(a) No person, firm, association or corporation shall act in the

capacity of a managing general agent with respect to risks located
in this State for an insurer licensed in this State unless such person
is licensed as an insurance producer in this State·, with authority
for the kind or kinds of business to be transacted·.

(b) No person, firm, association or corporation shall act in the
capacity of a managing general agent representing an insurer
domiciled in this State with respect to risks located outside of this
State unless such person is licensed as a producer in this State.

(c) All managing general agents shall acquire and maintain a
surety bond for the protection of the insurer contracting with the
managing general agent. The bond shall be in the amount of
$100,000 or 25 percent up to $10,000,000 of the direct premium
written by the insurer for the previous calendar year that is at­
tributable to the managing general agent, whichever is greater.

1. The bond amount shall be adjusted accordingly on or before
April 1st of each year.

2. The bond shall be executed by an admitted company authorized
to transact fidelity and surety business in New Jersey. The bond shall
not be written by the insurer or an affiliate of the insurer contracting
with the managing general agent.

3. The executed bond shall be submitted to the insurance com­
pany contracting with the MGA.

(d) All managing general agents shall acquire and maintain an
errors and omissions insurance policy. The policy coverage limits
shall be set at $100,000 or 25 percent up to $10,000,000 of the direct
premium written by an insurer for the previous calendar year that
is attributable to the MGA, whichever is greater.

1. The policy coverage limits shall be adjusted accordingly on or
before April 1st of each year.

2. The errors and omissions policy shall be issued by an insurer
admitted to do business in New Jersey or an eligible surplus lines
insurer. The policy shall not be written by the insurer or an affiliate
of the insurer contracting with the MGA.

3. Proof of an errors and omissions insurance policy shall be
mbmitted to the insurance company contracting with the MGA.

(e) The obligations of the MGA to maintain in force a bond and
errors and omissions insurance as provided in this section shall
continue until Notice of Termination of Managing General Agent
Contract is filed with the Department as provided in this subchapter.

11:17-6.4 Insurer requirements
(a) No insurer shall appoint or continue to use the services of

lny MGA to act for it in this State, either directly or indirectly
lhrough sub-agents of the MGA, unless the managing general agent
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is qualified to act as an MGA in this State pursuant to N.J.A.C.
11:17-6.3.

(b) The insurer shall maintain and make available to the Com­
missioner upon request a copy of the following:

1. An executed contract between the MGA and the insurer;
2. An executed bond in accordance with N.J.A.C. 11:17-6.3(e);

and
3. Proof of the MGA's errors and omissions coverage in ac­

cordance with N.J.A.C. 11:17-6.3(d).
(c) Thirty days of entering into, or within 15 days of terminating,

a contract with an MGA, the insurer shall provide written notifica­
tion of the appointment or termination of the MGA to the Com­
missioner.

1. Notices of appointment of an MGA filed pursuant to N.J.A.C.
11:17-6.5 shall be filed in the form as set forth as Form A in the
Appendix to the subchapter and shall include a statement of duties
which the MGA is expected to perform on behalf of the insurer,
the lines of insurance for which the MGA is to be authorized to
act, and any other information the Commissioner may request.
Additionally, the insurer shall include a fee in the amount of $20.00.

2. An insurer shall notify the Commissioner of the termination
of the MGA relationship by filing a Notice of Termination of
Managing General Agent Contract, by certified mail in the form set
forth as Form B in the Appendix to this subchapter.

11:17-6.5 Filing requirements
(a) No person, firm, association or corporation shall act as an

MGA with respect to risks located in this State for an insurer
licensed or domiciled in this State, unless the MGA and the insurer
have notified the Commissioner as provided (b) below.

(b) Insurers and MGAs required to notify the Commissioner as
provided in (a) above shall file a Notice of Managing General Agent
Contract in the form set forth as Form A in the Appendix to this
subchapter incorporated herein by reference by completing and
jointly executing the form and sending it to the Department at the
following address:

Attn: License Processing
New Jersey Department of Insurance
20 West State Street
CN 327
Trenton, NJ 08625

(c) The Commissioner may refuse to file any Notice of Managing
General Agent Contract that is incomplete. The Commissioner shall
notify the insurer of a determination that the Notice is incomplete,
and the actions that must be taken or the items that must be
submitted in order to make a complete filing.

11:17-6.6 Claim processing requirements
(a) If the contract between the MGA and the insurer permits the

MGA to settle claims on behalf of the insurer the MGA shall comply
with the requirements governing the settlement of claims set forth
in N.J.S.A. 17:29B-4, 17B:30-13.1 and 17B:30-13.2 as applicable and
any regulations promulgated by the Commissioner thereunder. In
addition:

1. All claims shall be reported to the company within 30 days of
a claim being reported to the MGA, unless otherwise specified with
the insurer; and

2. A copy of the claim file shall be sent to the insurer at its request
or as soon as it becomes known that the claim:

i. Has the potential to exceed $1,000,000 or exceeds the limit set
by the insurer, whichever is less;

ii. Involves a coverage dispute;
iii. May exceed the managing general agent's claims settlement

authority;
iv. Is open for more than six months; or
v. Is closed by payment of $1,000,000 or an amount set by the

insurer, whichever is less.
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APPENDIX

FORM A

STATE OF NOI JERSEY
DEPARTMENT OF IHSURANCE

license Processing
CN 327

Trenton, New Jersey 08625-0327

NOTICE OF HANAGING GENERAl AGENT CONTRACT

To: Commissioner of Insurance, State of Ne~ Jorsey

Frolll:

ADOPTIONS

-'--_-'--__'-_-'--_-'--_-'--_-'-_-<1*[----n*
COlllpany Reference No. Nallle of company

The follo.... lng producer gives notice of the establishment of an agency contract bet....een this
company and the Insurance producer nallled belo.... :

-'--_--'-_--'-__L--_-'-_--'-__]*~ *
Insurance Producer

Reference No.
TillS INFORHATION HAY NOT BE OMITTED

PRINT Nallle of Insurance Producer (last, First, Middle)

J_L-------l
IlOnth

J._L_l
day

Oat.e or 8irth
Year

THIS INFORMATION HAY NOT BE
OHM ITTED IF AN I tiD IV IDUAl PRODUCER

as Its Hanaging General
Agent In Ne.... Jersey commencing

1. ......1,-----,­
day

Contract Date
year for:

all types of insurance for ....hlch the company and producer are jointly authorized. The above
producer has flied .... ith this company a bond lind Errors and Omissions policy in accordance
.... ith N.J.A.C. 11: _

I have determined that the insurance producer nallled holds a current Ne.... Jersey insurance
license, authorizing transaction or the kinds of Insurance covered by this contract. We
understand that the bond and El!cO policy IIIUSt be updated yearly.

Authorized Company Signature

Print Name and Title

Date Phone NUlllber

Office Address

Date

Insurance Producer Signature Date

Attach a $20.00 company check made payable to: STATE TREASURER OF NEW JERSEY
DT630/INADROP/m/1
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FORM B

STATE Of NEW JERSEY
DEPARTMENT Of INSURANCE

License Processing
CN 327

Trenton. New Jersey 08625-0327

NOTI CE Of lERH INA r ION Of HANAG INe GF:NERI\l. AGEN r

To: Commissioner of Insurance, State of New Jersey

INSURANCE

eo.pany Reference No. Nallle of Company

The undersigned hereby gives notice of the termination of the agency contract between this
company and the Insurance producer naMed below:

Insurance Producer
Reference No.

TIllS INfORMATION HAY NOT BE OMITTED

PRINT NaMe of Insurance Producer (Last, first, Middle)

Said contract termInated on

Reason for Termination:

L-I---l
month

I L-J---l
day Year

Termination Oate

If the reason for termination Is agent IRlsconduct, mall an additional copy or this rorm to:
Director of Enforce-ent. Department of Insurance. CN 325, Trenton, NJ 08625-0325

Authorized Company Signature

Print Name and Title

DT630/INABROP/m/2

Date Phone Number

Office Address

Date
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11:17-6.7 Record maintenance
(a) All policy and claim files shall be the joint property of the

insurer and MGA. Upon termination of the MGA appointment for
this State, all original policy and claim files shall be returned to the
insurer. The MGA may retain copies of these files.

(b) All books and records of account shall be maintained by the
managing general agent for a period of five years after the termina­
tion of the contract.

(c) All records, books and documents required to be maintained
by the managing general agent in accordance with the provisions
of this subchapter shall, upon his or her request, be produced for
examination by the Commissioner or his or her duly authorized
representatives.

(d) The books and records required by this subchapter to be
maintained may be maintained electronically if the following con­
ditions are met:

1. That all the elements required by this chapter to be maintained
are contained in the electronic system;

2. That, upon the request of the Department, the electronically
kept records can be reproduced in hardcopy; and

3. That, at least every 30 days, the records maintained electronical­
ly are reproduced in hardcopy and maintained on file for a period
of five years after the termination of coverage for an insured, or,
alternatively, are maintained for said period of five years on an
electronic system that is, in the opinion of the Commissioner, unal­
terable. Such a determination of unalterability shall be made by the
Commissioner, in writing, before any electronic system may be used
for storage beyond 30 days.

11:17-6.8 Penalties
(a) If the Commissioner finds, after notice and opportunity for

a hearing pursuant to the provisions of the Administrative Procedure
Act, NJ.S.A. 52:14B-l et seq. as implemented by the uniform rules
of Administrative Procedure, N.J.A.C. 1:1, that any person has
violated any provisions of P.L. 1993, c.237 or this subchapter, the
Commissioner may refuse to issue or renew the insurance producer's
license, or may revoke or suspend the insurance producer's license.

(b) In addition, or as an alternative to any other penalty, the
Commissioner may:

1. Impose a fine of up to $5,000 for the first violation, and not
exceeding $10,000 for each subsequent violation, and in appropriate
circumstances order restitution of moneys owed to any person and
reimbursement of the costs of investigation and prosecution.

2. Order the MGA to reimburse the insurer, the rehabilitator or
liquidator of the insurer for any losses incurred by the insurer caused
by a violation of this act committed by the managing general agent.

(c) If the Commissioner finds that the interests of the public
require that immediate action be taken prior to completion of the
hearing, the making of a determination and the entry of a final order,
he may enter an appropriate order to be effective pending comple­
tion of the hearing and entry of a final order. These orders may
be entered on ex parte proofs if the proofs indicate that the Com­
missioner's withholding of any action until completion of a full
hearing will be harmful to the public interest. Orders issued pursuant
to this subsection shall be subject to an application to vacate upon
10 days' notice, and a preliminary hearing on the ex parte order
shall be held in any event within 20 days after it is entered. In the
alternative, or in addition, the Commissioner is authorized to in­
stitute a proceeding in the Superior Court, to be conducted in a
summary manner, for an injunction against specified acts or conduct
in aid of the proceedings pending before him, including temporary
injunctions and interim restraints.

ADOPTIONS

(8)
DIVISION OF LICENSING ENFORCEMENT AND

CONSUMER PROTECTION
Reinsurance Intermediaries
Adopted Concurrent New Rules: N.J.A.C.11:17-7
Proposed: September 7,1993 at 25 N.J.R. 4323(a).
Adopted: October 15, 1993 by Samuel F. Fortunato,

Commissioner, Department of Insurance.
Filed: October 15, 1993 as R.1993 d.564, with substantive and

technical changes not requiring additional public notice and
comment (see N.J.AC. 1:30-4.3).

Authority: N.J.S.A 17:1-8.1, 17:1C-6(e) and P.L.1993, c.244
(enacted August 9,1993).

Effective Date: October 15, 1993, Readoption of emergency
rules; November 15, 1993, Change upon
adoption.

Expiration Date: April 15, 1998.

These rules were adopted on an emergency basis and concurrently
reproposed on September 7, 1993 pursuant to N.J.S.A. 52:14B-4 (see
25 N.J.R. 4323(a». The present adoption of these concurrent reproposed
new rules is effective upon acceptance for filing at the Office of Adminis­
trative Law (see N.J.A.C. 1:3Q-4.4(d», except for changes upon adoption,
which are effective on the date of publication of this notice, November
15, 1993.

Summary of Public Comments and Agency Responses:
Four public comments were received from insurance companies

(Prudential Insurance Company of America and Royal Insurance Com­
pany), a reinsurance company (Balis and Company Incorporated) and
a reinsurance broker (Bates Turner, Incorporated).

COMMENT: Two commenters objected to N.J.A.C. 11:17-7.3(a),
which provides that no person shall act as a reinsurance intermediary
in this State unless licensed as a producer in this State. The frrst
commenter believes that this is inconsistent with N.J.A.C. 11:17-7.4(a),
which addresses the possibility of a reinsurance intermediary broker
being licensed in another state with a substantially similar law.

A second commenter stated that N.J.A.C. 11:17-7.3(a) seems to in­
dicate that a person must be licensed as a producer in New Jersey to
operate as a Reinsurance Intermediary. This commenter stated that
N.J.A.C. 11:17-7.4(a) indicates that if the person is either a licensed
producer in New Jersey or a licensed producer in another state with
substantially similar legislation, he may operate as a reinsurance in­
termediary broker in New Jersey.

The second commenter stated that N.J.A.C. 11:17-7.4(a), with its
provision for reciprocity, comports with the spirit of the NAIC Model
Act. The commenter stated that he is licensed as a Reinsurance In­
termediary-Broker in Texas, which has a law substantially similar to New
Jersey, and maintains no office in New Jersey. The commenter questions
whether he needs to become licensed in New Jersey.

RESPONSE: The Department disagrees with the frrst commenter. The
Department interprets the phrase to "act as a reinsurance intermediary
in this State" to mean one who represents a New Jersey domestic insurer;
or who maintains an office in this State for the purpose of conducting
the business of a reinsurance intermediary. While the Department
recognizes that other persons transacting the business of reinsurance
intermediaries may have casual contact with this State, if the person does
not represent a New Jersey domestic or does not maintain an office in
this State, they are not required to be licensed as a producer in this
State, and authorized as a reinsurance intermediary.

A reinsurance intermediary who is licensed in a state with a substantial­
ly similar law does not have to become licensed in New Jersey so long
as he does not represent a New Jersey domestic insurer or maintain
an office in this State. Such persons may have casual contact with this
State in the course of their reinsurance intermediary busin~ss under the
authority of a license issued elsewhere.

COMMENT: One commenter expressed concern with NJ.A.C.
11:17-7.4(c), which refers to the required notification "as provided in
(a) above .. ."; however, there is no requirement for notice in NJ.A.C.
11:17-7.4(a). Additionally, this provision provides for the filing of a
Notice of Reinsurance Intermediary-Manager by reinsurers and re­
insurance intermediaries that are required to notify the Department. The
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commenter stated that the required notice should be limited to re­
insurance intermediary-managers and the reinsurers that employ them.
The commenter believes that if this is not done it will be inconsistent
with N.J.A.C. 11:17-7.5(d)2.

RESPONSE: The Department agrees with the commenter and has
amended this section, so that reinsurers and their reinsurance in­
termediary-managers are required to file the Notice of Reinsurance
Intermediary-Manager form set forth in Form A of the Appendix.

COMMENT: One commenter is opposed to the adoption of these
rules because of the burden placed on him for several months by
duplicative and unnecessary licensing procedures adopted by a small
minority of states. The commenter stated that most states have adopted
the NAtC's Reinsurance Intermediary Act with little or no change. The
commenter stated that the NAtC Act does not require licensing in each
state if the reinsurance intermediary broker is licensed in a state with
substantially similar laws. The commenter noted that he is licensed in
New York, Kansas, Texas and Illinois, and that he is not subjected to
the duplicative licensing procedures in most cases.

The commenter stated that the Reinsurance Intermediary Act
proposed in New Jersey and adopted by a few other states requires
licensing despite the fact that reinsurance intermediaries have complied
with nearly identical licensing procedures in other states. The commenter
believes that the duplication is inefficient and adds no regulatory protec­
tion for citizens of New Jersey. The commenter therefore urges New
Jersey to adopt a reciprocal licensing provision.

The commenter stated that if a reciprocal licensing provision cannot
be adopted, the Department should delete the provisions of the rules
which require reinsurance intermediaries to designate an address within
the State of New Jersey for receipt of notices. The commenter believes
that mail sent to a reinsurance intermediary in their home state is no
more costly than mail sent within the State of New Jersey. The com­
menter believes that such a provision increases administrative expenses
and the likelihood of a notice being lost, misplaced or mishandled. The
commenter therefore urges the Department to delete any portion of the
rules that require reinsurance intermediaries to designate an address
within New Jersey for notices.

RESPONSE: The Department permits a person to act pursuant to
a reinsurance intermediary license issued in another state as long as that
person does not represent a New Jersey domestic insurer or maintains
an office in this State. The Department believes that its regulatory
interest in these two categories of reinsurance intermediaries require
licensure here.

COMMENT: One commenter stated that the Department's rules
differ from the NAtC model only in the obvious delineation of the
amount of the bond required, $100,000 or 25 percent up to $10,000,000
of the gross amount of direct written premium by reinsurance attributable
to the reinsurance intermediary. The commenter believes that this
amount appears somewhat high but is not necessarily excessive.

RESPONSE: The Department believes that the amount of the bond
required is necessary for the protection of the ceding insurer and the
public. The Department does not believe that this amount is excessive.

Summary of Agency-Initiated Changes:
The Department has amended N.J.A.C. 11:17-7.3 to recognize that

a reinsurance intermediary's license authority should be the same
authority which qualified him or her as a producer. Therefore, a person
who has a producer's license with property casualty authority is
authorized to act as a reinsurance intermediary with regard to property
casualty insurers. A person who does not have life/health authority as
a producer but wishes to be a reinsurance intermediary with Iifelhealth
authority must first satisfy the life/health authority requirements for a
producer. This requirement is necessary to conform this subchapter with
the provisions of the Insurance Producer Licensing Act, N.J.S.A.
17:22A-l et seq. and rules, NJ.A.C. 11:17-2.

For clarity, N.J.A.C. 11:17-7.3 is also amended to include a cross
reference to N.J.A.C. 11:17-7.4.

The Department has made some minor editorial changes to Forms
A., Band C. The Department has deleted one space from the Company
reference number on Form A and B. The Department has deleted from
Form A the insurance producer's signature and date line because they
ue not necessary. The Department has also added an additional space
'or the insurance producer reference number. The Department has
wended Form C under Identifying Information to provide space for
In individual's date of birth and residence address. On Form C, the
)epartment has also added a notation which notifies persons filing this
lpplication that an $8.00 criminal history record information fee is

INSURANCE

needed for each officer, partner, director and owner of five percent or
more who are not on the organization's, corporation's or association's
original producer license.

Full text of the adoption follows (additions to proposal indicated
in boldface with asterisks *thus*; deletions from proposal indicated
in brackets with asterisks *[thus]*):

SUBCHAPTER 7. REINSURANCE INTERMEDIARIES

11:17-7.1 Purpose and scope
This subchapter implements the provisions of P.L. 1993, c.244.

This subchapter sets forth the procedures for the regulation of
certain persons, firms, associations or corporations who act as re­
insurance intermediaries and for insurers which transact business
through a reinsurance intermediary.

11:17-7.2 Definitions
The following words and terms, when used in this subchapter, shall

have the following meanings, unless the context clearly indicates
otherwise:

"Commissioner" means the Commissioner of the New Jersey
Department of Insurance.

"Controlling person" means a person which directly or indirectly
has the power to direct, or cause to be directed, the management,
control or activities of the reinsurance intermediary.

"Insurer" means:
1. A corporation, association, partnership, reciprocal, exchange,

interinsurer, Lloyd's insurer, fraternal benefit society or other person
engaged in the business of insurance pursuant to Subtitle 3 of Title
17 of the Revised Statutes or Subtitle 3 of Title 178 of the New
Jersey Statutes;

2. A medical service corporation operating pursuant to N.J.S.A.
17:48A-l et seq.;

3. A hospital service corporation operating pursuant to NJ.S.A.
17:48-1 et seq.;

4. A health service corporation operating pursuant to N.J.S.A.
17:48E-l et seq.; and

5. A dental service corporation operating pursuant to N.J.S.A.
17:48C-l et seq.

"Producer" means a person engaged in the business of an in­
surance agent, insurance broker or insurance consultant pursuant
to N.J.S.A. 17:22A-l et seq.

"Reinsurance intermediary" means a reinsurance intermediary­
broker or a reinsurance intermediary-manager.

"Reinsurance intermediary-broker" means a person, other than
an officer or employee of the ceding insurer, which solicits,
negotiates or places reinsurance cessions or retrocessions on behalf
of a ceding insurer without the authority or power to bind re­
insurance on behalf of that insurer.

"Reinsurance intermediary-manager" means a person which has
authority to bind or manages all or part of the assumed reinsurance
business of a reinsurer, including the management of a separate
division, department or underwriting office, and acts as an agent
for that reinsurer whether known as a reinsurance intermediary­
manager, manager or other similar term, except that the following
persons shall not be considered a reinsurance intermediary-manager,
with respect to that reinsurer, for the purposes of this subchapter:

1. An employee of the reinsurer;
2. A United States manager of a United States branch of an alien

reinsurer;
3. An underwriting manager which, pursuant to contract, manages

all or part of the reinsurance operations of the reinsurer, is under
common control with the reinsurer, subject to N.J.S.A. 17:27A-l et
seq.; and whose compensation is not solely based on the volume
of premiums written;

4. The manager of a group, association, pool or organization of
insurers which engages in joint underwriting or joint reinsurance and
who are subject to examination by the insurance commissioner or
other similar regulatory officer of the state in which the manager's
principal business office is located;
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5. A licensed attorney-at-law who negotiates contracts or provides
general financial counsel provided no commission or brokerage fee
is provided.

"Reinsurer" means any person which engages in the activity of
insuring part or all of an insurance risk from an originating or ceding
insurer.

11:17-7.3 Requirements for reinsurance intermediaries
(a) No person shall act as a reinsurance intermediary in this State

unless licensed as a producer in this State·, with authority for the
kind and kinds of business to be transacted·. The Commissioner
may authorize a person to act as a reinsurance intermediary if that
person has complied with the requirements of this "[subchapter]"
·section and N,J.A.C. 11:17-7.4·.

1. An authorization issued to a firm or association shall authorize
all members of the firm or association and any designated employee
to act as reinsurance intermediaries under the authorization, and
all those persons shall be named in the application and any supple­
ments thereto.

2. An authorization issued to a corporation shall authorize all of
the officers, and any designated employee and directors thereof, to
act as reinsurance intermediaries on behalf of the corporation, and
all those persons shall be named in the application and any supple­
ments thereto.

(b) Any firm, association or corporation licensed as a producer
in this State, wishing to be authorized as a reinsurance intermediary
shall submit the following:

1. A properly completed application (see Appendix Form C, in­
corporated herein by reference) requesting authorization to act as
a reinsurance intermediary. The application shall be signed, dated
and certified to be correct by a licensed officer of the corporation;

i. Applications submitted by a firm or association shall provide
in the application the names and New Jersey insurance producer
reference numbers of all members of the firm/association and any
designated employees, who are licensed as producers to act as
reinsurance intermediaries on behalf of the corporation;

ii. Applications submitted by corporations shall provide in the
application the names and New Jersey insurance producer reference
numbers of all of the officers and any designated employees and
directors thereof, who are licensed as producers to act as reinsurance
intermediaries on behalf of the corporation;

2. If the applicant seeking authorization as a reinsurance in­
termediary is a nonresident, the application shall provide that the
applicant, as a condition precedent to receiving or holding such
authorization, designate the Commissioner as agent for service of
process. The applicant shall also:

i. Provide the Commissioner with the name and address of a
resident of this State upon whom notices or orders of the Com­
missioner or process affecting such nonresident reinsurance in­
termediaries may be served; and

ii. Within 30 days notify the Commissioner in writing of every
change in its designated agent for service of process, and such change
shall not become effective until acknowledged by the Commissioner;

3. Any documents or statements required to explain responses to
questions concerning the applicant's character, fitness or financial
responsibility; and

4. A valid check or money order for $20.00 which shall accompany
the application.

(c) A reinsurance intermediary-manager shall acquire and main­
tain a surety bond for the protection of the reinsurer contracting
with the reinsurance intermediary-manager. The bond shall be in
the amount of $100,000 or 25 percent up to $10,000,000 of the gross
amount of direct premium written by the reinsurer for the previous
calendar year that is attributable to the reinsurance intermediary­
manager, whichever is greater.

1. The bond amount shall be adjusted accordingly on or before
April 1st of each year.

2. The bond shall be executed by an admitted company authorized
to transact fidelity and surety business in New Jersey. The bond shall
not be written by the insurer or an affiliate of the reinsurer contract­
ing with the reinsurance intermediary.

ADOPTIONS

3. Proof of an executed bond shall be submitted by the insurance
company contracting with the reinsurance intermediary and
manager.

(d) All reinsurance intermediary-managers shall acquire and
maintain an errors and omissions insurance policy. The policy cov­
erage limits shall be set at $100,000 or 25 percent up to $10,000,000
of the direct premium written by a reinsurer for the previous calen­
dar year that is attributable to the reinsurance intermediary-manager,
whichever is greater.

1. The policy coverage limits shall be adjusted accordingly on or
before April 1st of each year.

2. The errors and omissions policy shall be issued by an insurer
admitted to do business in New Jersey or an eligible surplus lines
insurer.

3. Proof of an errors and omissions insurance policy shall be
submitted to the insurance company contracting with the reinsurance
intermediary-manager.

11:17-7.4 Filing requirements
(a) No person, firm, association or corporation shall act as a

reinsurance intermediary-broker in this State if the reinsurance in­
termediary-broker maintains an office either directly or as a member
or employee of a firm or association, or an officer, director or
employee of a corporation:

1. In this State, unless such reinsurance intermediary-broker is a
licensed producer in this State; or

2. In another state, unless such reinsurance intermediary-broker
is a licensed producer in this State or another state having a law
substantially similar to this law or such reinsurance intermediary­
broker is licensed in this State as a nonresident reinsurance in­
termediary.

(b) No person, firm, association or corporation shall act as a
reinsurance intermediary-manager:

1. For a reinsurer domiciled in this State, unless such reinsurance
intermediary-manager is a licensed producer in this State;

2. In this State, if the reinsurance intermediary-manager maintains
an office either directly or as a member or employee of a firm or
association, or an officer, director or employee of a corporation in
this State, unless such reinsurance intermediary-manager is a
licensed producer in this State; or

3. In another state for a nondomestic insurer, unless such re­
insurance intermediary-manager is a licensed producer in this State
or another state having a law substantially similar to this law or such
person is licensed in this State as a nonresident reinsurance in­
termediary.

(c) Reinsurers and ·their· reinsurance intermediaries··
managers· "[required to notify the Department as provided in (a)
above]" shall file a Notice of Reinsurance Intermediary-Manager in
the form set forth as Form A in the Appendix to this subchapter
incorporated herein by reference by completing and jointly executing
the form and sending the written contract, a valid check or money
order for $20.00, and all necessary attachments to the Department
at the following address:

Attention: License Processing
New Jersey Department of Insurance
20 West State Street
CN 329
Trenton, New Jersey 08625

11:17-7.5 Insurer requirement
(a) No insurer or reinsurer shall appoint or continue to use the

services of a reinsurance intermediary unless the reinsurance in­
termediary is qualified to act as a reinsurance intermediary in this
State pursuant to N.J.A.C. 11:17-7.3 and 7.4.

(b) Transactions between a reinsurance intermediary-manager
and the reinsurer it represents in that capacity shall be pursuant
to a written contract, specifying the responsibilities of each party,
which shall be approved by the reinsurer's board of directors. At
least 30 days before the reinsurer assumes or cedes business through
a reinsurance intermediary-manager, a true copy of the approved

(CITE 25 N,J.R. 5236) NEW JERSEY REGISTER, MONDAY, NOVEMBER 15, 1993

You're viewing an archived copy from the New Jersey State Library.



ADOPTIONS

contract shall be filed with the Commissioner for approval. The
contract shall provide the minimum requirements specified in P.L.
1993, c.244.

(c) Within 15 days of termination of a contract with a reinsurance
intermediary-manager, the reinsurer shall provide written notifica­
tion of that termination to the Commissioner. The reinsurer shall
notify the Department of termination of the reinsurance in­
termediary-manager relationship by filing a Notice of Termination
of a reinsurance intermediary-manager the form set forth as Form
B in the Appendix to this subchapter. Agency appointment shall not
terminate until notice of termination has been received by the
Commissioner.

(d) The insurer shall maintain and make available to the Com-
missioner upon request a copy of the following:

1. For a reinsurance intermediary-manager:
i. An executed bond in accordance with NJ.A.C. 11:17-7.3(c); and
ii. Proof of the reinsurance intermediary-manager's errors and

omissions coverage in accordance with N.J.A.C. 11:7-7.3(c); and
2. For a reinsurance intermediary-broker:
i. An executed contract between the reinsurance intermediary­

broker and the insurer or reinsurer.

11:7-7.6 Record maintenance
(a) For at least 10 years after the expiration of each contract of

reinsurance transacted by the reinsurance intermediary, the re­
insurance intermediary shall keep a complete record for each trans­
action showing:

1. The type of contract, limits, underwriting restrictions, classes
or risks and territory;

2. The period of coverage, including effective and expiration
dates, cancellation provisions and notice required of cancellation;

3. Reporting and settlement requirement of balances;
4. The rate used to compute the reinsurance premium;
5. The names and addresses of assuming reinsurers;
6. The rates of all reinsurance commissions, including the com­

missions on any retrocessions handled by the reinsurance in­
termediary;

7. Related correspondence and memoranda;
8. Proof of placement;
9. Details regarding retrocessions handled by the reinsurance in­

termediary, including the identity of retrocessionaires and percen­
tage of each contract assumed or ceded;

to. Financial record, including, but not limited to, premium and
loss accounts; and

11. When the reinsurance intermediary procures a reinsurance
contract on behalf of a ceding licensed insurer.

(b) All records, books and documents required to be maintained
by the provisions of this subchapter shall, upon his or her request,
be produced for examination by the Commission or his or her duly
authorized representatives.
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(c) The books and records required by this subchapter to be
maintained may be maintained electronically if the following con­
ditions are met:

1. That all the elements required by this subchapter to be main­
tained are contained in the electronic system;

2. That, upon the request of the Department, the electronically
kept records can be reproduced in hardcopy; and

3. That, at least every 30 days, the records maintained electronical­
ly are reproduced in hardcopy and maintained on file for a period
of five years after the termination of coverage for an insured, or,
alternatively, are maintained for said period of five years on an
electronic system that is, in the opinion of the Commissioner, unal­
terable. Such a determination of unalterability shall be made by the
Commissioner, in writing, before any electronic system may be used
for storage beyond 30 days.

11:17-7.7 Penalties
(a) If the Commissioner finds, after notice and opportunity for

a hearing pursuant to the provisions of the Administrative
Procedures Act, N.J.SA. 52:14B-l et seq. as implemented by the
Uniform Rules of Administrative Procedure, N.J.A.C. 1:1, that any
person has violated any provisions of P.L.1993, c.244 or this
subchapter, the Commissioner may refuse to issue or renew the
insurance producer's license, or may revoke or suspend the insurance
producer's license.

(b) In addition, or as an alternative to any other penalty, the
Commissioner may:

1. Impose a fine of up to $5,000 for the first violation, and not
exceeding $10,000 for each subsequent violation, and in appropriate
circumstances other restitution of moneys owed to any person and
reimbursement of the costs of investigation and prosecution.

2. Order the reinsurance intermediary to reimburse the insurer,
the rehabilitator or liquidator of the insurer or reinsurer for the net
losses incurred by the insurer or reinsurer caused by a violation of
this act committed by the reinsurance intermediary.

(c) If the Commissioner finds that the interests of the public
require that immediate action be taken prior to completion of the
hearing, the making of a determination and the entry of a final order,
the Commissioner may enter an appropriate order to be effective
pending completion of the hearing and entry of a final order. These
orders may be entered on ex parte proofs if the proofs indicate that
the Commissioner's withholding of any action until completion of
a full hearing will be harmful to the public interest. Orders issued
pursuant to this subsection shall be subject to an application to vacate
upon 10 days' notice, and a preliminary hearing on the ex parte order
shall be held in any event within 20 days after it is entered. In the
alternative, or in addition, the Commissioner is authorized to in­
stitute a proceeding in the Superior Court, to be conducted in a
summary manner, for an injunction against specified acts or conduct
in aid of the proceedings pending before him or her, including
temporary injunctions and interim restraints.
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APPENDIX
FORM A

STATE Of NEW JERSEY
DEPARTHENT Of INSURANCE

license Processing
CN 327

Trenton, New Jersey 08625-0327

NOTICE OF REINSURANCE INTERMEDIARY-MANAGER

To: eo..lssloner or Insurance, State of New Jersey

ADOPTIONS

_--,-__--'----_"'--------'-1_-,-_J* [----l]*
Company Reference No. Name of COllpany

The "01 lowing producer gives notice of the establishment of lin agency contrl1ct bet.",r.r.n this
cOMpany and the insurance producer nllmed below:

Insurance Producer
Reference No.

TIHS INfOOMATION H"'Y Nor RE OHITTFD

PRINT Nalle or Insurance Producer (Last, First, Middle)

..nth day
Date or Birth

1---l__ 1
Year

TIllS INFORMATION HAY NOr nr
OM ITT FD I r AN I"" IV 11)11"'1. PROI)llCF R

as Its Reinsurance InterlDcdlary­
Manager Agent In New Jersey COllllllenc i ng

'__-1_1
month

' L__ I
dl1y

Contrllct Date

_...._J. __ ._I
yenr for:

all types of immrance for ~ich the company and prodllcer are jointly IlIlLhori7eft. lhr. Ilhf)VI~

reinsurance Intermediary-llanager protillcr.r has filed ",ith this company II bonti IInti rrrnrs nntl
OIIlsslons ("[8:0") polley I n accordance ",i th N.J .A.C. 11 : .._

I have deterlllined that the reinsurance interlllCdiarY-IIl1lnager nl1mr.d holds n cllrrr.nt Hr.\oI .'r.rsr.y
Insurance license, authorizing trnnslIction or the kinds of insurnnce covered hy this
contract. We understand that the bond and £8:0 policy must be updated yellrly.

Authorized Company Signature

Print Nllme and Title
1 Reinsurance Intermedlary-Hanager

*[-----Insurance Producer Signature -]*

Date Phone Number

Office Address

Date

*[--_.__...._-_...
Date r

Attach a $20.00 company check lIade pnyable to: STATE lREASIlRF:R OF NEW JfRSFY

Attach a copy of the contract bet",een Lhe company and the reinsurance intermr.dinry-m'lIIllqr.r.
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FORM B

STATE OF NEW JERSEY
DEPARTMENT OF INSURANCE

License Processing
CN 327

Trenton. New Jersey 08625-0327

NOTICE OF TERMINATION OF REINSURANCE INTERHEDIARY-MANAGER

To: COMmissioner of Insurance. State of New Jersey

INSURANCE

I-L-----L-----'-_'------'-------.L__ I
CO.pany Reference No. Nalle of Company

The undersigned hereby gives notice of the ter.ination of the agency contract between thi!>
cOllpany and the insurance producer named below:

__L.-_-'----_---'--_----'-__-'----_I*__I*
Insurance Producer

Reference No.
1I-IIS INfORMATION MAY NOr 8E OHlTlrn

---------- ---------- ._---------
PRINT Name of Insurance Producer (Last~ First. Middle)

Said contract terminated on

Reason for Termination:

I__~I
month

1__1..__ 1 1 1
day Year

Termination I)ate

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

If the reason for terMination is agent misconduct, mail an additional copy of thi!> form t.o:
Director of Enforcement, Department of Insurance, CN 325. Trenton, NJ 08625-0375

Authori7p.d Company Signature Date Phone Numher

Print Name and Title

DTREG.l/LRwrC

-------------
Office Addrr.s!>

Date
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FORM C

NEW JERSEY DEPARTMENT OF INSURANCE
LICENSE PROCESSING

CN-327 - 20 W. STATE STREET
TRENTON, NEW-JERSEY 07625-0327

APPLICATION FOR RESIDENT OR NON-RESIDENT
ORGAN IZATI ON CORPORATION/PMTNERS" IP OR IND IVIDUAL

REINSURANCE INTERMEDIARY AUTHORIZATION

A. IDENTIFYING INFORMATION:

*[Full legal name of organization or individual licensee]*

ADOPTIONS

*Full legal name of organlzation:*

Trade name, If any:

N.J. Producer Reference # _

B. RIlS I NESS I NFORMATI ON:

*Full legal name of the Individual IIcensee:*

*Date of Birth: *

*Resldence Address:

*

Bus i nP-55 Ilticfrfls5: I f your Aus i ness IIddress i 5 I oca ted in New Jersey, thl')n you lwe a
Resident Applicant.

Room No. Suite No. Apt. No.

Street Address

P.O. Box No. You must supply a street or location address;
a P.O. Box alone is not SUfficient. Thfl City,
State and Zip Code must reflect th~ location of
the P.O. Box.

Ci ty

county (If NJ Resident)

Federa I 10 Number:

Business Telephone Number:

Telefax Number, if any:

Stllte Zip Code (include +~. if known)
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ADOPTIONS INSURANCE

NON RESIDENTS ATTACH A CERTIFICATION OF CURRENT LICENSE STATUS ISSUED BY INSURANCE LICENSING
AUTHORITY IN HOME STATE SHOWING YOU ARE: AUTHORIZED IN YOUR HOME STATE AS A REINSURANCE
INTERMED IARY. ( IF YOUR HOt·lE STATE DOE:S NOT AUffiOR IZE RF. INSURANCE INTFRMED IAR IES, PLEASE
ATTACH A WRITTEN EXPLANATION.)

C. IDENTIFICATION OF ALL OFFICERS, PARTNERS, DIRECTORS AND OWNERS OF 5% OR MORE OF THE
ORGANIZATION, OR EMPLOYEES DESIGNATED TO ACT AS REINSURANCE INTERMEDIARIES.

(Please Print Cleary or Type)

1. Name
LAST, FIRST MI (Example: SMITH, JOHN A)

NJ License Reference #: Date of Birth:

2. Name
LAST, FIRST MI (Example: SMITH, JOHN A)

NJ License Reference #: Date of Birth:

3. Name _
LAST, FIRST MI (Example: SMITH, JOHN A)

NJ License Reference #: Date of Birth:

I~. Name
LAST, FIRST MI (Example: SMITH, JOHN A)

NJ LIcense Reference #: Dnte of Birth:

5. Name
LAST, FIRST MI (Example: SMITH, JOHN A)

NJ License Reference #: Date of Birth:

6. Name
LAST, FIRST MI (Example: SMITH, JOHN A)

NJ LIcense Reference H: Date of Birtn:

7. Name
LAST, FIRST MI (Example: SMITH, JOHN A)

NJ License Reference #: Date of Birth:

8. Name _
LAST, FIRST MI (Example: SMITH, clOHN A)

NJ LIcense Reference #: Date of Birth:

ATTACH ADDITIONAL SHEETS IF NECESSARY

NEW JERSEY REGISTER, MONDAY, NOVEMBER 15, 1993 (CITE 25 N.J.R. 5241)
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INSURANCE

D. YOU MUST ANSWER TilE FOLLOW I NG QUESTI ONS BY CIlECK I NG TIlE APPROPR I ATE BOX:

ADOPTIONS

1. Have you (or the organization or any officer, partner, director or
owner of 5% or more) or designated employee been arrested, indicted or convicted
of a crime, misdemeanor or disorderly person offense in this state, other state, or
by the federal government since the effective date of your (their) producer
license?

Yes No

If yes, attach a certified copy of the Indictment
or Judgement of conviction, which may be obtained
from the clerk of the court of where the conviction
was entered.

2.

3.

Have you (or the organization or any officer, partner, director
or owner of 5% or more) or designated employee had any business
or prOfesS Iona I II cense suspended or revoked since the
effective date of your (their) produc'er license?

If yes, attach a copy of order of sU$pension or
revocation from professional or governmental
authority.

Are you (or any officer, partner, director or owner of 5%
or more, If an organization) or designated employee Indebted
(other than accounts current) to any insurance company,
produc~r or insured or has any judgement been rendered
against you, since the effective date of your (their)
insurance producer license which has not been satisfied
or vacated, for money received from or owned to any
insurance company, producer or insured?

If yes, attach copies of the judgement and
other Information concerning the nature of
and amount of the indebtedness.

Yes

Yes

No

No

E. I/WE IlERE8Y CERTIFY TlIAT:

1. I/WE give the New Jersey Department of Insurance permission to verify any
information supplied with any federal state or local government agency.

2. All of the information submitted in this application and all attachments is true
and complete. I am/We are aware that submitting false information in connection
wi th th is app I Ica t Ion is grounds for revocat i on of license and may subject me/us
to other clvl I or criminal penalties.

3. As a licensed officer/partner of the organization or as an individual licensed
producer, I understand that am individually and jointly responsible for the
insurance related conduct of the organization or my employees.
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Must be signed by all Individuals identified in section C of the previous page.
additional sheets if necessary.)

Signature Date Signature Date

Signature Date Signature Date

Signature Date Signature Date

Signature Date Signature Date

G. FEES:

Appl icatlon Processing Fee $20.00

INSURANCE

(Attach

*You must attach a completed history check form and an additional fee of $8.00 should be enclosed for each officer,

partner, director and owner of 5% or more who are not on the organization's, corporation's or association's producer
license in order for the Department to obtain their Criminal History Record Information.*

Attach one check or IlOney order for the tota I fee as ca ICll lated above. ..ade payab Ie to
"Stllte Treasurer of New Jersey."
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INSURANCE

(a)
INDIVIDUAL HEALTH COVERAGE PROGRAM
Individual Health Coverage Program Board

Temporary Plan of Operation
Adopted New Rules: N.J.A.C. 11 :20·2
Proposed: September 13,1993 in accordance with P.L. 1993,

c.164, section 7 (see 25 N.J.R. 4707(a), October 18, 1993).
Adopted: October 14, 1993 by Samuel F. Fortunato,

Commissioner, Department of Insurance in accordance with
P.L. 1993, c.l64, section 7.

Filed: October 14, 1993 as R.1993 d.550, with substantive
changes not requiring additional public notice or comment
(see N.J.A.C. 1:30-4.3).

Authority: N.J.S.A. 17:1-8.1, 17:1C-6(e) and 17B:27A-2 et seq.
as amended by P.L. 1993, c.164, section 7.

Effective Date: October 14, 1993.
Expiration Date: August 13, 1998.

These new rules were proposed and are being adopted pursuant to
the procedures set forth at P.L. 1993, c.164, section 7, as therein
authorized.

Accordingly, notice of the proposal of these new rules was sent for
publication in three newspapers of general circulation in New Jersey,
mailed to all known interested parties, and submitted to the Office of
Administrative Law (OAL) for publication in the New Jersey Register.

Pursuant to P.L. 1993, c.l64, section 7d, interested parties were
provided a comment period of at least 15 days. As set forth in the notice
of proposed new rules, the written comment period ended on October
4, 1993.

Pursuant to P.L. 1993, c.l64, section 7e, notwithstanding the receipt
of comments, the Commissioner of Insurance (Commissioner) may adopt
these rules immediately upon the expiration of the public comment
period by filing a copy of the adopted rules with the OAL for publication
in the New Jersey Register. These new rules are effective upon the date
of filing with the OAL, October 14, 1993.

Pursuant to the requirements of P.L. 1993, c.164, section 7, this notice
also includes a report listing all parties who provided comments, sum­
marizing the content of the comments, and providing the Department
of Insurance's (Department) response to the data, views and arguments
contained in the comments.

The only comment received by the Department was from the Depart­
ment of the Public Advocate.

COMMENT: The commenter noted that N.J.A.C. 11:20-2.5(a)4
provides that a carrier elected to the Individual Health Coverage Pro­
gram (lHC Program) Board shall file with the Board a letter naming
the person authorized to vote on behalf of the carrier, and may name
one or more alternates. The commenter believes that there is no statutory
authority to authorize the naming of alternates as provided in the rule.
In addition, the commenter stated that the rule limits the ability to choose
alternates to members of the Board which are carriers. The commenter
stated that this provision could change the statutorily established balance
between different public and private interests currently reflected in the
makeup of the Board. The commenter further stated that the impact
of the rule could adversely affect consumer interests, in that the rule
could exclude the two consumer representatives from absentee participa­
tion, while carriers, "who can draw from an inexhaustible organizational
supply," would be able to cast their votes at every meeting on every
issue. The commenter also believes that there is no basis in law or policy
to support this provision, which is apparently designed to afford Board
members representing carriers special rights. The commenter stated that
it would be inappropriate, and inconsistent with due process rights to
be fully heard, to permit an alternate with little knowledge of underlying
issues and little or no participation in prior discussions of the Board
to vote for a carrier's interest without being required to hear competing
points of view.

RESPONSE: The commenter has apparently misconstrued this
provision. The provision merely recognizes that a carrier representative
is not a natural person, as is an appointed Director, and therefore must
select a person from its organization authorized to vote on its behalf.
The provision is intended to ensure that the person representing a carrier
on the Board has been duly authorized by that carrier to vote on its
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behalf. The statute contains no restriction or requirement that the
individual authorized by the carrier never be changed, as the commenter
apparently implies. The Department does not believe that the provision
shifts the balance of the makeup of the Board from that which is
statutorily mandated since each carrier representative is still afforded
only one vote.

COMMENT: The commenter expressed concern with the provisions
in N.J.A.C. 1l:20-2.5(e), which provides that Directors may vote at
meetings by written proxy. The commenter stated that the purpose of
the provision is not clear and that the rule departs from "normal"
procedures by authorizing a Director not in attendance to cast a proxy
vote on any particular resolution or action to be considered by the Board.
The commenter believes that this may encourage "non-attendance" by
Board members.

In addition, the commenter stated that the rule could encourage Board
members to make up their minds on issues beforehand, before they are
fully discussed and debated at open Board meetings, before the time
of the actual vote, and before Board members ask questions of fellow
Directors and engage in debate which is an essential ingredient of
decision making by public boards. The commenter also stated that the
provision appears to be inconsistent with the strong public policy favoring
public debate as evidenced by the Open Public Meetings Act, N.J.S.A.
10:4-6. The commenter concluded that absent specific authorization to
the contrary, the provision authorizing written proxy votes is inap­
propriate.

RESPONSE: In proposing the rules, the Department believed that
this provision was reasonable and equitable to carry out the provisions
of the statute. The Department notes that the provision for voting by
proxy was limited only to a vote on a particular resolution or action
before the Board known to the Director prior to the meeting.

Nevertheless, upon careful review of the commenter's concerns and
upon advice from the Office of the Attorney General that voting by proxy
in this instance is not in keeping with the intent of the Open Public
Meetings Act, this provision has been deleted upon adoption.

COMMENT: The commenter stated that the basis of the Board's
authority to establish a means test for standard health benefits plans
issued pursuant to the statute as provided in N.JA.C. 1l:2-2.3(b)7 is
not clear. The commenter stated that the statutory citation set forth in
the rule does not address this issue.

RESPONSE: This provision reflects the statutory provision set forth
in N.J.S.A. 17B:27A-llg, which provides that the Board shall have a
specific authority to "establish, at the Board's discretion, standards for
the application of a means test for individual health benefits plans issued
pursuant to [N.J.S.A. 17B:27A-4]".

COMMENT: The commenter expressed concern with N.J.A.C.
11:20-2.6(a). The commenter stated that the rule appears to limit non­
Director participation on Board committees to carrier members. Accord­
ingly, the commenter believes that the rule encourages over-representa­
tion of carriers on such committees since the pool of potential carrier
members is unlimited, contrasted with the appointed Directors who
number four and whose availability for service on Board committees
would be limited by other non-Board activities. The commenter believes
that this provision will destabilize the balance of public and private
interests represented on the Board. The commenter believes that to
avoid this result, the Board would be required to limit the workings of
committees to an essential few, which could hamper the Board's ac­
complishment of its work. The commenter thus requested reconsidera­
tion of the rule to maintain balanced viewpoints on the Board's commit­
tees.

RESPONSE: This provision reflects the statutory provision at N.J.S.A.
17B:27A-llk, which provides that the Board has authority to appoint
from among its members appropriate committees as necessary to provide
technical and other assistance in the operation of the IHC Program. The
Department has interpreted this provision to permit appointment to
committees of both Board members and IHC Program members. There
is no statutory provision for appointment to committees by persons who
have not been appointed to the Board or otherwise not IHC Program
members. The Department notes that the commenter cites no statutory
authority by which such appointments could be made, and further that
committees are not authorized to act on behalf of the Board but only
to make recommendations to the Board.

COMMENT: The commenter expressed concern with N.J.A.C.
11:20-2.6(d)6vi(4), which provides that the Complaint Committee or
Interim Administrator or subsequently appointed Administrator may
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compile statistics on complaints, disputes and appeals received and
resolved. The commenter suggested that the provision be changed to
require the Committee to compile these statistics.

RESPONSE: Initially, the Department notes that there is no statutory
provision directing the Board to compile such statistics. The Department
further notes that these rules establish the Temporary Plan of Operation
for the IHC Program to provide for the fair, reasonable, and equitable
administration of the IHC Program while the Board continues to work
on developing the permanent Plan of Operation. The Department be­
lieves that this provision is reasonable for purposes of the Temporary
Plan. If the Department required the Complaint Committee to compile
the statistics, the Department would also be required to establish the
specific data to be maintained. The Department did not believe it
necessary to establish such requirements for purposes of the Temporary
Plan. Accordingly, the rules encourage the Complaint Committee and
Interim Administrator or Administrator to compile statistics. The De­
partment will, however, forward the commenter's suggestion to the IHC
Program Board for their consideration in the development of the perma­
nent Plan of Operation.

COMMENT: The commenter specifically expressed support for the
compensation of appointed Directors as provided in N.J.A.C.
11:20-2.5(h). The commenter believes that this provision is necessary to
help ensure the continued participation of appointed Directors.

RESPONSE: The Department notes the commenter's support for this
provision. However, as noted below under the Summary of Agency­
Initiated Changes, Counsel has advised that there is no authorization
in the statute for the payment of per diem compensation to Directors
and, therefore, the Department has revised this rule to delete the
provision for compensation for appointed Directors.

COMMENT: The commenter expressed concern with the language
in N.J.A.C. 11:20-2.10(a)l, which provides that in designing standard
health benefits plans, the Board shall give due consideration to the types
of coverage currently in force and/or available in the marketplace, in­
dividuals' preferences, and the evolution of the marketplace towards
managed care. The commenter believes that the use of the term
"managed care" in this context is problematical for several reasons. First,
the commenter stated that the term "managed care" is not defined. The
term may be used to mean different things, including care delivered
through health maintenance organizations (HMOs), or methods of
managing care such as pre-certification, mandatory second opinions and
utilization review. The commenter stated that if the term managed care
is intended to mean HMOs, it believes that it is inappropriate to assume
that HMOs would be the means of providing health coverage in New
Jersey. The commenter noted that the delivery of health care coverage
in New Jersey presently includes indemnity insurance, and that many
citizens choose that method over HMOs. The commenter thus believes
that their interest should be given equal consideration by Board
members.

RESPONSE: The commenter has apparently misconstrued this
provision. Initially, the Department notes that the term "managed care"
has been used extensively and has been reported in the television and
print media in the discussion of the ongoing Federal initiatives regarding
health insurance. The Department recognizes that this term is not de­
fined, and notes that it has not been defined at the Federal level.
Moreover, the Department recognizes that many individuals choose
"traditional" coverage as opposed to HMOs. The rule recognizes this
fact, and requires that the Board, in designing such plan, give due
consideration to: (1) types of coverages currently available in the market;
(2) those coverages reflecting individuals' preferences; and (3) the evolu­
tion of the marketplace due to Federal initiatives. The Department
believes that this is reasonable so that the Board's benefit plans are
developed consistent with any Federal initiatives, perhaps avoiding
dramatic revisions to existing plans that may disrupt the market. Finally,
the Department notes that pursuant to P.L. 1993, c.I64, section 7c, the
Board is required to hold a public hearing on the establishment and
modification of health benefits plans. Accordingly, all interested parties
may participate in the establishment of such plans.

Summary of Agency-Initiated Changes:
Based upon advice from the Office of the Attorney General, N.J.A.C.

11:20-2.5(h) has been revised to delete provision for compensation for
appointed directors of up to $150.00 per day for attendance at Board
and Committee meetings. There is no express provision authorizing
compensation, as is the case when compensation of such Board members
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is permitted, nor indication from the Legislative history or other
provisions of the Act that per diem compensation was intended by the
Legislature.

Additionally, the adopted rules contain minor editorial changes from
the original notice of proposed new rules previously distributed to con­
form with OAL codification rules. These changes are already included
in the notice of proposed new rules as published in the New Jersey
Register.

Full text of the adopted new rules follows (additions to proposal
indicated in boldface with asterisks *tbus*; deletions from proposal
indicated in brackets with asterisks *[thus]*):

SUBCHAPTER 2. INDIVIDUAL HEALTH COVERAGE
PROGRAM TEMPORARY PLAN OF
OPERATION

11:20-2.1 Purpose and structure
(a) The "IHC Program," created pursuant to the N.J.S.A.

17B:27A-2 to 16, amended by P.L. 1993, c.164, has as its members
all insurance companies, health service corporations and health
maintenance organizations that issue or have in force health benefits
plans in this State. The IHC Program's purpose is:

1. To assure the availability of standardized individual health
benefits plans in New Jersey on an open enrollment, community­
rated basis; and

2. To reimburse certain losses of member companies for the
calendar year ending December 31, 1992 pursuant to N.J.S.A.
17B:27A-13 and for calendar years ending December 31, 1993 and
thereafter pursuant to N.J.S.A. 17B:27A-12.

(b) The Board of the IHC Program has been charged pursuant
to the Act to administer the IHC Program reasonably and equitably
under law.

(c) The IHC Program Temporary Plan of Operation sets forth
as completely as possible the fair, reasonable and equitable manner
in which the Board will administer the IHC Program under law. The
Commissioner has adopted the Temporary Plan of Operation
pursuant to N.J.S.A. 17B:27A-lOe as amended by P.L. 1993, c.164,
section 5 and the Temporary Plan will continue in effect until
amended or rescinded by the Commissioner.

(d) The Board shall consist of nine directors, including the Com­
missioner or his or her designee, who shall serve ex officio.

(e) The Board shall appoint an insurance producer licensed to
sell health insurance pursuant to NJ.S.A. 17:22A-l et seq. to advise
the Board on issues related to sales of individual health benefits
plans issued pursuant to the Act.

(f) Neither the Temporary Plan of Operation nor the IHC Pro­
gram creates any contractual or other rights and obligations between
the IHC Program and any entity or other person insured by any
carrier.

(g) The IHC Program shall continue in existence subject to termi­
nation in accordance with the laws of this State or of the United
States. In the event of enactment of a law or laws which, in the
determination of the Board and the Commissioner, shall result in
the termination of the IHC Program, the IHC Program shall termi­
nate and conclude its affairs. Any funds or assets held by the IHC
Program following the payment of all claims and expenses of the
IHC Program shall be distributed to the member carriers at that
time and in accordance with the then existing assessment formula.

(h) All documents or other communications directed to the Board
shall be sent the Interim Administrator of the IHC Program at the
following address:

The Individual Health Coverage Program Board
c/o Interim Administrator
The Prudential Insurance Company of America
P.O. Box 4080
Iselin, NJ 08830

11:20-2.2 Definitions
(a) Words and terms defined at NJ.S.A. 17B:27A-2 as amended

by P.L. 1993, c.164, and N.J.A.C. 11:20-1, when used in this
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subchapter, shall have the meanings as defined therein, unless more
specifically defined in (b) below or unless the context clearly in­
dicates otherwise.

(b) The following words and terms, when used in this subchapter,
shall have the following meanings unless the context clearly indicates
otherwise:

"Action" means an action by the Board adopted, in the Board's
discretion, in accordance with the procedures set forth either in the
Administrative Procedure Act, N.J.S.A. 52:14B-1 et seq., or in sec­
tions 7 and 8 of P.L. 1993, c.164. "Action" includes, but is not limited
to: the establishment and modification of health benefits plans;
procedures and standards for assessment of members and the appor­
tionment thereof, policy form filings, rate fillings, evaluation of
material submitted by carriers with respect to loss ratios, and
establishment of refunds to policyholders or contract holders; and
the promulgation or modification of policy forms. "Action" shall not
include the hearing and resolution of contested cases, personnel
matters or applications for exemptions.

"Basic health benefits plan" means the health benefits plan de­
signed by the Board in accordance with N.J.S.A. 17B:27A-4c as
amended by P.L. 1993, c.164, section 3.

"Deferral" means a deferment, in whole or in part, of payment
by a member of any assessment issued by the IHC Program Board,
granted by the Commissioner pursuant to N.J.S.A. 17B:27A-12a(3)
and N.J.A.C. 11:20-11.

"Director" means a Director of the Individual Health Coverage
Program who:

1. Has been elected by the members of the Individual Health
Coverage Program and approved by the Commissioner;

2. Has been appointed by the Governor and confirmed by the
Senate; or

3. Sits ex officio on the Board of Directors, as applicable, in
accordance with N.J.S.A. 17B:27A-1O as amended by P.L. 1993, c.
164, section 5.

"Financially impaired" means a carrier which, after the effective
date of the Act, is not insolvent, but is deemed by the Commissioner
to be potentially unable to fulfill its contractual obligations; or a
carrier which is placed under an order of rehabilitation or conserva­
tion by a court of competent jurisdiction.

"HMO" means a health maintenance organization authorized in
accordance with N.J.S.A. 26:21-1 et seq.

"Plan" means the plan of operation of the IHC Program.
"Reasonable administrative expenses" means actual expenses, in­

cluding commissions, or a maximum of 25 percent of premium
(including commissions), whichever amount is less.

"Standard health benefits plan" means a health benefits plan,
including the basic health benefits plan, adopted by the IHC Program
board.

"Temporary Plan" means the temporary plan of operation for the
IHC Program adopted by the Commissioner in accordance with
N.J.S.A. 17B:27A-1O as amended by P.L. 1993, c.164, section 5.

11 :20-2.3 Powers of the IHC Program and Board
(a) The IHC Program shall have the general powers and authority

granted under the laws of this State to insurance companies, health
service corporations and health maintenance organizations licensed
or approved to transact business in this State, except that the IHC
Program shall not have the power to issue health benefits plans
directly to either groups or individuals.

(b) The Board shall have the power to do the following:
1. Define the provisions of standard health benefits plans in

accordance with the requirements of the Act and this Temporary
Plan;

2. Establish benefit levels, including any optional deductibles and
copayments, and exclusions and limitations for standard health ben­
efits plans in accordance with law;

3. Establish standard policy forms for standard health benefits
plans and rider packages;

4. Establish a procedure for the joint distribution of information
on standard health benefits plans issued pursuant to N.J.S.A.
17B:27A-4 as amended by P.L. 1993, c.l64, section 3;
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5. Establish reasonable guidelines for the purchase of new in­
dividual health benefits plans by persons who are already enrolled
or insured by another individual health benefits plan;

6. Review rate applications and form filings submitted by carriers
in accordance with the Act and this Temporary Plan;

7. Establish standards for a means test for standard health benefits
plans issued pursuant to N.J.S.A. 17B:27A-4 as amended by P.L.
1993, c.164, section 3;

8. Promulgate, in conjunction with the New Jersey Small
Employer Health Benefits Program, a standard claim form for the
standard health benefits policies;

9. Establish minimum requirements for performance standards for
carriers that are reimbursed for losses submitted to the IHC Program
and provide for performance audits;

10. Make application on behalf of member carriers for benefits,
subsidies, discounts or funds that may be provided either by any
health care provider or under State or Federal law or regulation;

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

12. Enter into contracts which are necessary or proper to carry
out the provisions and purposes of the Act and this Temporary Plan;

13. Employ or retain such persons, firms or corporations to
perform such administrative functions as are necessary for the
Board's performance of its duties;

14. Provide procedures for receiving oral and written comments
from the public, which may include rules relating to the time and
place of any public hearing, and for the length and format of
testimony from individuals, groups and organizations;

15. Establish rules, conditions and procedures pertaining to the
sharing of IHC Program losses and administrative expenses among
the members of the IHC Program;

16. Calculate assessments and assess member carriers their
proportionate share of IHC Program losses and administrative ex­
penses in accordance with N.J.S.A. 17B:27A-12 and this Plan, and
make advance interim assessments, as may be reasonable and
necessary for organizational and reasonable operating expenses and
estimated losses;

i. An interim assessment shall be credited as an offset against any
regular assessment due following the close of the fiscal year;

ii. The Board may provide for other credits against assessments
as appropriate;

17. Establish and maintain the appropriate accounts necessary to
administer the IHC Program;

18. Impose interest penalties upon members for late payment of
assessments;

19. Recommend to the Commissioner that actions be instituted
in accordance with the Commissioner's authority to impose penalties
for violations of the Act;

20. Sue or be sued, including taking any legal actions necessary
or proper for recovery of an assessment for, on behalf of, or against
the IHC Program or a member carrier;

21. Pursuant to P.L. 1993, c.164, adopt "actions" necessary to
execute the Board's powers pursuant to the provisions of N.J.S.A.
17B:27A-2 through 16;

22. Borrow money to effect the purposes of the IHC Program;
i. Any notes or other evidence of indebtedness of the Program

not in default shall be legal investments for carriers and may be
carried as admitted assets; and

23. Contract for an independent actuary and any other
professional services the Board deems necessary to carry out its
duties under N.J.S.A. 17B:27A-2 et seq. as amended.

11:20-2.4 Temporary Plan of Operation
(a) The Temporary Plan shall become effective upon adoption by

the Commissioner and submission of final action to OAL for publica­
tion. The Commissioner may amend the Temporary Plan by provid­
ing written notice to the Board of amendments and their effective
dates and upon adoption of amendments in accordance with appli­
cable law.
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(b) Upon the submission of a Plan by the Board and approval
of the Plan by the Commissioner pursuant to N.J.S.A. 17B:27A-lO(d)
and (e) as amended by P.L. 1993, c.164, section 6, the Commissioner
shall amend or rescind the Temporary Plan.

11:20-2.5 Board of Directors
(a) The Board shall consist of nine Directors,. includi~g. the Com­

missioner or his or her designee, who shall sit ex offICIO.
1. Four Directors shall be appointed by the Governor, with the

advice and consent of the Senate.
i. One of the Governor's appointees shall be a representative of

an employer, appointed upon the recommendation of a busi~e.ss

trade association, who has experienc~ in the management or admlm~­
tration of an employee health benefIts plan. One of the Governor s
appointees shall be a representative of organized labor, ap'point~d

upon the recommendation of the AFL-CIO, who has expenence m
the management or administration of an employee health plan. T~o
of the Governor's appointees shall be consumers of a health benefits
plan who are reflective of the populaton in the State. .

ii. The term of the initial appointment shall be for the penod as
set forth in the appointment.

2. Four Directors shall represent carriers and shall be elected by
the members subject to the approval of the Commiss!one.r..

i. To the extent a Carrier elected by the members IS wJlhng to
serve on the Board, a representative of each of the following types
of carrier shall be elected:

(1) A health service corporation;
(2) A health maintenance organization; . .
(3) A mutual insurer of this State subject to SubtItle 3 of TItle

17B of the New Jersey Statutes; and
(4) A foreign health insurance company authorized to do business

in this State.
ii. The initial term of Directors representing carriers shall be

determined by vote of the members of the IHC Program.
iii. The Board shall hold a meeting, at least annually, of the

members of the IHC Program for the purpose of electing Direc~ors

to fill any vacancies among the Directors who represent ~arners

which exist or which will exist within 10 business days followmg the
date of the election meeting pursuant to a resolution of the Board
or the expiration of a Director's nonnal tenn of offi~e. .

(1) On or about 60 days prior to the date of the electIOn meetmg,
the Board shall send written notice to the IHC Program members
setting forth the time, date and place of the election ~e~~ing, st~ting

the positions for which a vote is to b~. taken, sohclt.mg wntten
nominations of candidates for those posItions, and statmg the last
date that written nominations shall be accepted, which shall be no
less than 10 business days following the date of the written notice.

(2) Following the close of the nomination period, the Bo~rd shall
determine from among the carriers nominated those carne~s that
are eligible and willing to serve in the position for which nommat~d.

(3) At least 30 calendar days prior to the date of the elect~on

meeting, the Board shall send a written notice to memb~rs settmg
forth the candidates to be considered for purposes of votmg at the
election meeting, along with a ballot by which the member carr!er
may vote absentee on or before a date specified by the Board, whIch
shall be no earlier than three business days prior to the date of the
election meeting.

(4) Affiliated carriers shall have no more than one vote for each
position subject to vote.. . .

(5) Elections shall be by a sImple maJonty of those ballots proper-
ly cast in person and absentee. .

(6) The Board shall maintain a written recor~ of each election,
including copies of all notices sent, ballots receIved and the tally
sheets in accordance with its record retention procedures set forth
at N.J.A.C. 11:20-2.9.

iv. Prior to the Board's annual meeting set forth at (c) below,
or no later than 30 calendar days subsequent to the date of the
election meeting, whichever date is later, the Board shall se~d a
written notice to IHC Program members of the names of the DIrec­
tors of the Board, their respective designees, if any, and. the means
by which Directors may be contacted during nonnal busmess hours
by IHC Program members.
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3. The Commissioner shall file with the Board a letter naming
his or her designee, if any.

4. A carrier elected to the Board shall file with the Board a letter
naming the person authorized to vote on behalf of the carrier and
may name one or more alternates. .

5. Appointed Directors shall promptly notify the B~ard of a~y

change in circumstance that may affect the. representative ~apaclty

in which they were appointed. Upon receIpt of such notice, the
Board shall notify the Governor of the appointed Director's change
in circumstance.

6. The Directors representing carriers on the Board shall promptly
notify the Board of any change in circumstance that may affect the
representative capacity of the entity elected ?y the ~embers. Upon
receipt of such notice, the Board shall provIde notice of the same
to the members of the IHC Program.

7. Directors shall serve their terms of office until their replace-
ments are duly appointed or elected, as appropriate. .

(b) The Board shall elect a Chair and Secretary from a~ong ItS
Directors, and may elect other officers it deems aPl?ropna~e. As
authorized by the Board, such officers may act as slgnatones on
behalf of the Board and perform other ministerial functions
necessary and proper to effectuate the actio.ns of the. Bo~rd.

(c) The Board shall hold an annual meetmg at which It shall:
1. Elect officers of the Board;
2. Adopt a schedule of regular meetings for the ~ear;

3. Appoint Directors and other persons to committees of the
Board;

4. Ratify the budget; and . .
5. Take action on such other matters that It deems appropnate.
(d) A majority of the Directors shall constitute a quorum for the

transaction of business.
1. Each Director shall have one vote. The acts of a majority of

the Directors present at a meeting at which a quorum is present
shall be the acts of the Board, except as provided in (d)2 below.

2. The affirmative votes of five Directors shall be required to act
upon the following:

i. Amendments to the Plan of Operation;
ii. Amendments to the standard health benefits plans;
iii. Adoption of any actions, as defined by P.L. 1993, c.164, sec­

tions 7 and 8 or amendments to the actions of the IHC Program;
iv. Remov~l of any Director from membership ~n any committ~e;
v. Recommendations by the Board to the Legislature regardmg

amendments to the Act; and
vi An assessment or interim assessment.
*[<e) Directors may vote at meetings by written proxy deli~ered

to the Secretary of Board and stating their vote on a~y partlcu~ar

resolution or action before the Board known to the Director pnor
to the meeting.]* . . ,

*[(f)]**(e)* All meetings of the Board, includmg ~peclal ~eetmgs,

shall be subject to the provisions of the Open Pubhc Meetmgs Act,
N.J.S.A. 10:4-6 to 21.

*[(g)]**(f)* In addition to the annual mee!ing and, any regularly
scheduled meeting, the Board may hold special meetmgs upon the
request of the Chair or of three or more Directors.

*[(h) Appointed]* *(g)* Directors sh~1 *not* r~ceiv: compensa­
tion for attendance at Board and Committee meetmgs [of $150.00
per meeting, not to exceed $150.00 per day]*. Directors ,may be
reimbursed for reasonable unreimbursed travel expenses mcurred
in attending Board and Committee meetings using the State Tr~vel

Regulations issued by the Department of the Treasury as a gUide.
*[(i)]**(b)* The Board shall hold meetings either in person or

by teleconference.
*[(j)]**(i)* The Board shall provide for the taking of written

minutes of each Board meeting, including teleconferences and closed
sessions and distribute a copy of the minutes to the Directors and
two copies to the Commissioner. The Board shall retain the original
of the minutes.

1. The Secretary shall take and maintain the written minutes of
the proceedings of the Board meetings, including teleconferences
and closed sessions. Board meeting minutes shall set forth as a
minimum the following:
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i. The time, date and place of the meeting;
ii. The names of all persons attending the meeting, the org~n~­

tions they represent, if any, and the identity of the pers?n ~resldl~g;

iii. A narrative describing what occurred at the meetmg mcludmg
subjects considered and actions taken;

iv. The recorded votes of each member on each matter including
abstentions;

v. The complete text of any resolutions adopted by the Board;
vi. As attachments, the agenda for the meeting and accompanying

materials; and
vii. Any other information required to be shown in the minutes

by law.

11:20-2.6 Committees
(a) The Board shall make appointments to standing and other

committees from among Directors and IHC Program members. ~ach
of the standing committees shall include no more than four DIrec­
tors, but the Chair may appoint additional Directors as nee~ed

subject to ratification by the Board at the next subsequent meetmg.
(b) The Board may, by resolution:. ..
1. Determine the size of a standing committee, appomt Directors,

and fill a vacancy;
2. Appoint a Director to serve as an alternate m~mber of any

standing committee to act in the absence of a committee member
with all the powers of such absent member;

3. Abolish any standing committee; .
4. Remove any person, other than a Director, from any standmg

commitee at any time, with or without cause; and
5. Appoint or authorize the use of IHC Program staff, consultants,

or other advisors to work with any standing committee.
(c) Committees may not take final action; however, within the

scope of their purpose and duties, committees may make recommen-
dations and reports to the Board for decision. .

(d) Standing committees shall include the followmg:
1. A Technical Advisory Committee, which shall make recommen­

dations to the Board with respect to:
i. Methods for calculating assessments;
ii. Standards for information requested for rate filings and for

review of such rate filings;
iii. Standards of review of loss ratios and incurred losses;
iv. A uniform Audit Program to be utilized by independent

auditors retained by carriers in their review of items related to
assessments for each affected carrier;

v Performance standards for carriers that are reimbursed for
los~es submitted to the IHC Program, and for performance audits
that may be conducted from time to time;

vi. Conditional and final exemptions from assessments;
vii. Whether acts of members are not in compliance with the Act

and any rules promulgated thereunder;
viii. Reviews of informational rate filings submitted to the Board

pursuant to N.J.A.C. 11:20-6;
ix. Whether an informational rate filing is complete;
x. Reviews of loss ratio reports submitted to the Board pursuant

to N.J.A.C. 11:20-7;
xi. A member carrier's plan for refunds to policy and contract

holders, if necessary;
xii. Any other reports or recommendations to the Bo~rd as may

be appropriate regarding rates, rate filings and loss ratio reports;
and

xiii. Reviews of assertions of non-member status.
2. A Legal Committee, which shall make reports to recommenda­

tions to the Board with respect to:
i. Rules to be promulgated by the Board pursuant to the A~t;

ii. Amendments to the Plan of Operation and the various m-
dividual health benefits plans proposed by the Board;

iii. Any proposed amendments to the Act;
iv. Contracts and legal documents for the IHe Program;
v. All litigation and other disputes involving the IHC Program and

its operations;
vi. Coordination with the Office of the Attorney General on

matters relating to IHC Program operations; and
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vii. Any legal actions necessary or proper for recovery of an
assessment for, on behalf of, or against the IHC Program or a
member.

3. A Marketing and Communications· Committee, which shall
make recommendations to the Board with respect to:

i. Rules for implementation and administration of the ~ct ~?d

standards to provide for the fair marketing and broad avaIlability
of individual health benefits plans to eligible persons;

ii. Marketing and communication plans for the IHC Program, as
needed;

iii. Rules to determine "good faith" marketing efforts by members
applying for exemptions; .

iv. The insurance producer to be appomted by the Board pursuant
to N.J.S.A. 17B:27A-IOg, and assist in liaison efforts between the
Board and the appointed producer; and ..

v. A buyers' guide to be distributed to c.onsumers w.h~ch descnbes
the individual health benefits plans avaIlable to eligible persons
pursuant to the Act. .

4. A Forms Committee, which shall make recommendatIOns to
the Board with respect to:

i. Reviews of policy forms submitted to the Board pursuant to
N.J.A.C. 11:20-3.2 and application forms submitted to the Board
pursuant to N.1.A.C. 11:20-4; . . .

ii. The disapproval of any policy form or application form that
is not in substantial compliance with the Act and the Board's rules;

iii. Changes to the Board's standard policy forms, application form
and claim form and develop new forms as may be necessary from
time to time; and

iv. Whether acts of members are in compliance with the Act and
any rules promulgated thereunder. .

5. An Operations Committee, which shall make recommendatIOns
to the Board with respect to:

i. The engagement of independent financial consultants, includ­
ing, but not limited to, examiners, auditors, accountants and actu­
aries;

ii. The Plan of Operation and amendments thereto;
iii. Standards of acceptability for the selection of auditing firms;
iv. The review of reports prepared by independent auditors and

other audit-related matters the Board deems necessary; and
v. Contracts which are necessary or proper to carry out the

provisions and purposes of the Act and this Plan. .
6. A Complaint Committee, which shall make recommendations

to the Board with respect to:
i. Consumer, policyholder and member carrier inquiries, com­

plaints and disputes arising in connection with the .IHC: ~rogram;
ii. The manner by which the Board may address mqumes, com-

plaints and disputes brought to its attention; . . ..
iii. Procedures for receiving, logging and handling mqumes, com-

plaints and disputes; ..
iv. The design of inquiry, complamt and dlsrute forms; .
v. Procedures for making inquiries and complamts and for camers

to use in notifying the Board of complaints and disputes; and
vi. Whether and how to respond to interpretations of the Board's

rules made by member carriers and inquiries and complaints re­
ceived from consumers, policyholders, member carriers or others.

(I) Recommendations by the Complaint C:0mmitte~ m~y include
requesting that the Board issue a statement mterpretmg Its re~ula­

tions, seek declaratory or injunctive relief as may be app.ropnate,
or other administrative or legal remedies as may be avaIlable.

(2) In an effort to answer any.inquiry or re~olve an~ ~ispute or
complaint, the Complaint Committee or Intenm Admmlstrator or
subsequently appointed Administrator may seek the input of ano.ther
appropriate Committee in order to assist the Complamt Committee
in reaching a recommendation.

(3) The Complaint Committee may refer matters as n:cessary to
any other Committee which may also make recommendations to the
Board.

(4) The Complaint Co~~ittee or Interim ,,\dminis~ra~or or subse­
quently appointed Admmlstrator may compile statistics on ~m­

plaints, disputes and appeals received and resolved and submit an

(CITE 25 NJ.R. 5248) NEW JERSEY REGISTER, MONDAY, NOVEMBER 15, 1993

You're viewing an archived copy from the New Jersey State Library.



AD0PI10NS

annual report to the Board and the Commissioner detailing the
volume of complaints, disputes and appeals categorized by type,
carrier and disposition.

(5) Nothing contained in this paragraph shall be deemed to impair
or otherwise affect the authority of the Commissioner to investigate
and resolve any complaint or dispute or to take any regulatory or
enforcement action with respect to any violations of any State in­
surance statutes or rules which come to the Commissioner's atten­
tion.

(e) The Board may by resolution establish and appoint other
committees.

11:20-2.7 Financial administration
(a) The fiscal year of the IHC Program shall run from July 1 to

June 30 of each year.
(b) All funds of the IHC Program shall be deposited and disburse­

ments made from the General Treasury in accordance with
procedures established and approved by the Department of Trea­
sury, Office of Management and Budget.

1. Monies pertaining to the IHC Program shall be deposited into
a dedicated account within the State's General Fund.

2. Monies may be credited from the General Fund to IHC bank
accounts upon request by the Board through the Department, which
request shall include justification for the request with supporting
documentation, and shall be pursuant to the approval of the Director
of the Division of Budget and Accounting.

(c) Bank checking accounts shall be established separately in the
name of the IHC Program and shall be approved by the Board.

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

2. All cash and other assets shall be invested in accordance with
the investment policy developed and approved by the Board as
permitted by applicable law. All investment income earned shall be
credited to the IHC Program and shall be applied to reduce future
assessments of members for IHC Program losses and administrative
expenses, except as provided in N.J.A.C. 11:20-2.11(g) and 2.12(h).

(d) No disbursements shall be made from IHC bank accounts
without the approval of the Board, except that the Board may
authorize the Interim Administrator or subsequently appointed Ad­
ministrator to make disbursements of less than $1,000 per disburse­
ment for administrative purposes subject to such conditions as the
Board may prescribe.

(e) All financial records shall be kept in accordance with the
State's prescribed policies and procedures. The Board shall maintain
the books and records of the IHC Program at a location in New
Jersey in a manner so that financial statements may be prepared
to satisfy the Act and other requirements of New Jersey law.

1. The receipt and disbursement of cash for the IHC Program
shall be recorded as it occurs.

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

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

4. The net balance due to or from the IHC Program shall be
calculated for each carrier either when deemed appropriate by the
Board or when requested by the carrier. The Board shall maintain
records of each carrier's financial transactions with the IHC Program
as necessary to ensure compliance with the Act and this Temporary
Plan, which records shall include at least the following:

i. Net losses of the IHC Program based upon the assessments
calculated in accordance with this Plan;

ii. Any adjustments as set forth in this Plan;
iii. Adjustments to the amount due to or from the IHC Program

based upon corrections to carrier submissions;
iv. Interest charges due from a carrier for late payment of

amounts due to the IHC Program; and
v. Other records required by the Board.
5. The Board shall maintain a general ledger which shall be used

to produce the IHC Program's financial statements in accordance
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with generally accepted accounting principles. The balances in the
general ledger shall agree with the corresponding balances in
subsidiary ledger journals.

(f) The Interim Administrator or subsequently appointed Admin­
istrator shall prepare an annual financial report to be delivered to
the Commissioner and each member of the Board by September
30 of each year beginning in 1994. The annual report shall fairly
present the financial condition of the IHC Program for the preceding
fiscal year.

1. All accounts shall be reconciled and trial balances shall be
determined monthly.

2. Financial statements in a form approved by the Board shall
be prepared and delivered to each member of the Technical Ad­
visory Committee and the Commissioner on a quarterly basis.

11:20-2.8 Audits
(a) The Board shall have an annual audit of its operations con­

ducted by a qualified independent certified public accountant.
1. The auditor shall be selected and approved by the Board

through a competitive bidding process of certified public accountants
qualified in New Jersey to perform audits of the type of entity.

2. The annual audit shall include the following items:
i. A review of the handling and accounting of assets and monies

of the IHC Program;
ii. A determination that administrative expenses have been

properly allocated and are reasonable;
iii. A review of the internal financial controls of the IHC Program;
iv. A review of the annual financial report of the IHC Program;

and
v. A review of the calculation by the IHC Program of any

assessments of carriers for net losses.
3. A copy of the annual audit and related management letters

shall be delivered to each Director and to the Commissioner. The
annual audit report shall be reviewed by the Technical Advisory
Committee, which shall present its recommendations to the Board
for implementation of findings and recommendations made by the
auditor. The actions adopted shall be reported to the Commissioner.

(b) The Board may, from time to time, direct that a member
carrier arrange, or the Board may arrange, to have an audit con­
ducted by an independent certified public accountant and a copy
of the audit report of the member carrier delivered to the Board.
All information regarding an audit of a member carrier conducted
pursuant to this subsection shall be confidential and protected from
disclosure by the member carrier, by the auditing firm, by the Board
and the Commissioner.

11:20-2.9 Records
(a) The Board shall provide for the maintenance and retention

of its official records, and may delegate this function to the Interim
Administrator or subsequently appointed Administrator.

(b) The Board's records shall include the following:
1. Minutes of all Board meetings;
2. Written reports and recommendations of committees to the

Board;
3. Informational and other filings made by carriers with the Board

pursuant to the Act or the Board's rules, including rate and form
filings, loss ratio filings, reports of net earned premium and reports
of net paid losses;

4. The rulemaking file on rules proposed or adopted by the Board,
including all comments received;

5. The Plan of Operation and any amendments thereto;
6. Records concerning the election of Directors and appointment

of committees and committee members;
7. Determinations on requests for exemption by carriers;
8. All dispositions on matters of complaints and disputes;
9. Other actions by the Board required by the Act; and
10. Such other specific records as the Board may from time to

time direct or as may be required by law.
(c) The records set forth in (b) above shall be subject to public

inspection and copying pursuant to the "Right-To-Know" Act,
N.J.S.A. 47:1A-1 et seq., except that information in filings de-
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termined by the Board by regulation to be confidential and
proprietary shall not be subject to public inspection and copying.

(d) For the purpose of disseminating information about the IHC
Program, the Board shall maintain a mailing list of carriers and other
interested parties.

1. The mailing list of member carriers initially shall be based upon
the member carriers' addresses filed with the Department pursuant
to NJ.A.C. 11:1-25. The Board may proceed to develop its own list
of member carriers.

i. Upon any change in name or mailing address, a member carrier
shall notify the Board in writing no later than 10 days from the date
the new name or address becomes effective.

ii. Unless the Board is notified otherwise as provided above, the
name and mailing address of a member carrier shall be deemed
correct and communications mailed to the name and address on file
shall be deemed received by the member carrier.

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

11:20-2.10 Standard health benefits plans
(a) The Board shall establish the policy and contract forms and

benefit levels (standard health benefits plans) to be made available
by members.

1. In designing the standard health benefits plans, the Board shall
give consideration to the types of coverage currently in force and/
or available in the marketplace, individuals' preferences and the
evolution of the marketplace towards managed care.

2. A committee may design or revise the standard health benefits
plans, but the Board shall discuss the design and any changes thereto
at a meeting open to the public prior to any vote by the Board to
adopt, or modify any aspect of, a standard health benefits plan
design.

3. The Board shall hold a public hearing on the standard health
benefits plans or any revisions thereto prior to adopting or changing
a standard health benefits plan.

i. The Board shall provide to all members and interested parties
reasonable advance notice of a public hearing in accordance with
the procedures set forth in the Act as amended.

ii. The Board may establish procedures for a public hearing
pursuant to Article III of this Temporary Plan and publish them
with the notice of the public hearing.

iii. The Board shall maintain a written record of any public hear­
ing and make it available for inspection at the office of the Interim
Administrator.

4. The Board shall adopt or amend a standard health benefits
plan in accordance with the procedures set forth in the Act, as
amended.

i. In accordance with the procedures for taking action set forth
in the Act, as amended, the Board may adopt a standard health
benefits plan or modifications thereto and thereafter shall address
in writing such comments as were received within a reasonable
period following the adoption of the proposed action. The Board
shall give due consideration to all comments received. Pursuant to
the Act as amended, the Board shall, within a reasonable period
of time following submission of the comments, prepare for public
distribution a report listing all parties who provided written sub­
missions concerning the intended action, summarizing the content
of the submissions and providing the Board's response to the data,
views and arguments contained in the submissions. A copy of the
report shall be filed with the Office of Administrative Law for
publication in the New Jersey Register.

(1) The Board shall identify whether it made a change in the
action proposed at its own initiative or in response to one or more
comments.
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ii. Except as may be required by law, members shall implement
amendments to the standard health benefits plans in the time
prescribed by the Board.

5. The Board shall take action as necessary to keep the standard
health benefits plans in compliance with State and Federal law.

6. The Board shall consider, at least annually, whether to revise
the standard health benefits plans. Such consideration shall take into
account comments and complaints from covered individuals,
members, and producers; trends in the small employer group and
large employer group markets; actions of State and Federal agencies;
and actions of the New Jersey Legislature and Congress.

(b) Members shall submit to the Board, in the care of the Interim
Administrator or subsequently appointed Administrator, a certifica­
tion that sets forth that the standard policy and application forms
will be used in accordance with the requirements of N.J.A.C.
11:20-3.2 and 4.1.

1. As a transitional measure, members may, for a period of time,
use alternative policy and application forms which are in substantial
compliance with the standard policy and application forms. If
alternative forms are to be used, or if the member offers a standard
health benefits plan through or in conjunction with a managed care
network, the member shall file the forms with the Board, in the
care of the Interim Administrator or subsequently appointed Admin­
istrator, along with a certification that the forms are in substantial
compliance with NJ.S.A. 17B:27A-2 et seq. and N.J.A.C. 11:20. The
filing shall also include an identification of the differences between
the filed forms and the standard forms.

2. No member shall issue a standard or alternative health benefits
plan until a full schedule of corresponding rates has been filed with
the Board in accordance with NJ.A.C. 11:20-6.

3. The Interim Administrator or subsequently appointed Adminis­
trator shall forward each certification and/or policy form and appli­
cation form to the Chair of the Forms Committee within five busi­
ness days of its receipt and each rate filing to the Chair of the
Technical Advisory Committee within five business days of its re­
ceipt. The Interim Administrator or subsequently appointed Admin­
istrator shall retain at least one copy of each certification and/or
policy form and application form and each rate filing submitted on
file for proper record retention.

4. The Chair of the Forms Committee shall present the Board
with a list of all certifications and alternative policy and application
forms filed.

5. The Forms Committee shall review all certifications and
alternative policy and application forms filed. For each alternative
policy and application form, the Forms Committee shall review the
forms for a recommendation to the Board as to whether or not the
forms are in substantial compliance with the standard health benefits
plans and application forms. The following guidelines shall be used
to evaluate whether alternative forms are in substantial compliance:

i. All coverage, coverage limits, and exclusions set forth in the
standard forms are included;

ii. The inclusion of words, terms and descriptions not contained
in the standard policy forms does not change the meaning or effect
of any material aspect of the standard form;

iii. The exclusion of words, terms, and descriptions contained in
the standard forms does not change the meaning or effect of any
material aspect of the standard forms;

iv. The application form includes all information on the standard
form, even information which applicants are required to complete
at their option; and

v. The formatting of the forms allows for easy comparison with
the standard forms by consumers and the Board.

6. For any alternative form which the Forms Committee finds not
to be in substantial complaince based on the guidelines of (b)5 above,
the Forms Committee shall contact the submitting carrier in writing
advising them of the finding including details of the noted discrepan­
cies between the alternative form submitted and the standard form.
The Carrier shall be provided the opportunity to amend the filing
within a 30 day period. Any amended filing shall be reviewed
according to the guidelines of (b)5 above for a recommendation to
the Board.

(CITE 25 NJ.R. 5250) NEW JERSEY REGISTER, MONDAY, NOVEMBER IS, 1993

You're viewing an archived copy from the New Jersey State Library.



ADOPTIONS

7. The Chair of the Forms Committee shall present the Board
with copies of the certifications and alternative policy and application
forms reviewed. For each alternative and/or amended form, the
Chair of the Forms Committee shall include a recommendation that,
based on the guidelines of (b)5 above, the forms are or are not
in substantial compliance with the standard forms.

8. The Board shall review those certifications, policy and appli­
cation forms, along with any recommendations specific thereto
presented by the Forms Committee and shall determine whether
such forms are in substantial compliance with the standard health
benefits plans and the standard application form.

(c) The Technical Advisory Committee shall review all rates filed,
and shall compile separate lists of the rates filed according to their
status as follows:

1. Rate filing complete; and
2. Rate filing incomplete, with a specific request for more in­

formation recommended.
(d) The Chair of the Technical Advisory Committee shall forward

the lists established pursuant to (c) above, the rate filings assigned
to those lists by the Technical Advisory Committee, and the recom­
mendations specific to those rate filings to the Chair of the Board
in a timely manner.

(e) The Board shall review those rate filings assigned to the list
established pursuant to (c) above, and any recommendations specific
to such rate filings and shall determine whether such rate filings
are complete. Upon a determination by the Board that a rate filing
is incomplete, the Board shall send notice of such determination
to the affected member as specified at N.J.A.C. 11:20-6 through the
Interim Administrator or subsequently appointed Administrator and
shall return the lists and rate filings to the Interim Administrator
or subsequently appointed Administrator to be placed on file for
proper record retention.

(f) Following the return of each list established by the Technical
Advisory Committee pursuant to (c) above, the Interim Adminis­
trator or subsequently appointed Administrator shall forward to the
Commissioner and the Public Advocate a copy of the rate filings
and a statement that the rate filings have been accepted as received
or that additional information has been requested. The Interim
Administrator or subsequently appointed Administrator shall
forward additional information received to the Technical Advisory
Committee, the Commissioner and the Public Advocate as soon as
it is received.

11:20-2.11 Assessment for 1992 total reimbursable net paid losses
(a) The IHC Program Board may assess members for 1992 reim­

bursable net paid losses as an advance interim assessment, as may
be necessary, pursuant to its authority under NJ.S.A. 17B:27A-11a
and according to the procedures set forth in this Temporary Plan.

(b) The IHC Program Board shall determine the total reim­
bursable net paid losses, if any, for calendar year 1992 based upon
the information submitted by members on or before June 28, 1993
to the IHC Program Board in the Carrier Market Share and Net
Paid Loss Report, set forth as Exhibit K in the Appendix to N.J.A.C.
11:20, completed in accordance with N.J.A.C. 11:20-8. Such a de­
termination shall be made by the IHC Program Board on or about
July 8, 1993.

1. The reimbursable net paid losses for each member reporting
net paid losses in 1992 shall not exceed the lesser of $10,000,000
or 50 percent of the member's reported net paid losses.

2. No performance standards shall be applicable to any member
for purposes of determining a member's reimbursable net paid losses
for 1992.

3. The total reimbursable net paid losses for 1992 shall be the
aggregate of the reimbursable net paid losses for all members report­
ing net paid losses in 1992.

(c) Every member shall be liable for a portion of the total reim­
bursable net paid losses for 1992 unless a member has reported a
net paid loss amount that has been included by the IHC Program
Board in the total reimbursable net paid losses for 1992.

1. The IHC Program Board provided notice to members in writing
on July 8, 1993 of the total reimbursable net paid losses for 1992
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and whether the member mayor may not be liable for a portion
of the total reimbursable net paid losses for 1992.

2. No later than 90 days following the preliminary notice by the
IHC Program Board of a member's preliminary liability for a portion
of the total reimbursable net paid losses for 1992, the IHC Program
Board shall notify each member by invoice of the dollar amount
being assessed on an interim basis against the member for its portion
of the total reimbursable net paid losses for 1992.

3. The IHC Program Board shall provide notice to members in
writing on or before November 1, 1993 of the first reconciliation
of the assessment for 1992 reimbursable net paid losses which will
include adjustments in market share and adjustments made for
deferrals granted on or before October 20, 1993.

4. The IHC Program Board shall notify each member of the final
reconciliation of the assessment and reimbursement for 1992 reim­
bursable net paid losses by invoice stating the dollar amount then
due or credit, if any, against future assessments by April 1, 1994.
As a result of the final reconciliation, any monies determined to
be owed to or by Board, shall be calculated without provision for
interest.

(d) Each member's assessment amount shall be determined by
multiplying the member's adjusted market share, to be determined
as described in (d)1 through 3 below, against the total reimbursable
net paid losses for 1992, except that no member shall be liable for
an assessment amount greater than 35 percent of the total reim­
bursable net paid losses for 1992.

1. The IHC Program Board shall determine each member's ad­
justed market share by comparing the member's net earned premium
for calendar year 1992 to the net earned premium of all members
excluding members with 1992 reimbursable net paid losses for calen­
dar year 1992, as reported by each member on or before June 28,
1993 to the IHC Program Board in the Carrier Market Share and
Net Paid Loss Report, set forth as Exhibit K of the Appendix to
N.J.A.C. 11:20, and completed in accordance with N.J.A.C. 11:20-8.
Should a member fail to submit a Carrier Market Share and Net
Paid Loss Report as required by NJ.A.C. 11:20-8, the member's
market share shall be determined by the IHC Program Board based
upon the premium set forth in the member's most recent Annual
Statement filed with the Department.

2. Assessment amounts for members granted a deferral by the
Commissioner, or subject to dispute by a member wherein the
dispute is settled in favor of the disputing member, shall be appor­
tioned to other members based on their respective adjusted market
shares.

3. A member's assessment in amounts exceeding the 35 percent
limit shall be apportioned to other members, based upon their
respective adjusted market shares, until such other members reach
the 35 percent limit or the total reimbursable net paid losses for
1992 are fully assessed, whichever occurs first.

(e) Assessment amounts are due and payable upon receipt of an
invoice by a member for the assessment. Payment shall be by bank
draft made payable to the Treasury-State of New Jersey, IHC
Program, c/o the New Jersey Department of Insurance, 20 W. State
Street, CN-325, Trenton, N.J. 08625.

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

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

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

iii. Good faith errors that are reported to the Board by a member
within 60 days of their occurrence shall not be subject to the interest
penalty set forth in (e)li above. If a carrier makes an error relating
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to or involving an assessment or any other error resulting in non­
payment or underpayment of funds, the member shall make im­
mediate payment of additional amounts due.

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

(f) A member may request that the Commissioner grant a deferral
of its obligation to pay an assessment in accordance with N.J.A.C.
11:20-11.

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

2. If the member withholds payment, as permitted pursuant to
(f)1 above and the Commissioner denies the request for deferral,
the member shall be subject to payment of the interest penalty set
forth in (e)1 above, accruing from the date of the invoice for the
assessment.

(g) The Interim Administrator (or Administrator) shall deposit all
monies received from the Treasury pursuant to this section in an
interest bearing account maintained by the IRC Program Board for
that purpose. The Board shall approve the disbursement of all funds
then in the account, and any payments to those members determined
by the IRC Program Board as having reimbursable net paid losses
for 1992. Disbursement shall be in proportion to the member's share
of the total reimbursable net paid losses for 1992, until all such
available funds have been paid out, or a member's reimbursable net
paid losses for 1992 have been reimbursed, whichever comes first.

1. Amounts of assessment in dispute or subject to a deferral
request shall not be disbursed to members having reimbursable net
paid losses in 1992, until such time as the dispute has been settled
or concluded with the disputing member, or the deferral denied,
except that any portion of an assessment not in dispute or subject
to the deferral request, or portions no longer disputed or subject
to a deferral request, may be disbursed to members having reim­
bursable net paid losses in 1992 in accordance with (g) above, along
with any applicable interest penalty amounts paid or interest earned
while held in escrow by the Board.

2. Amounts of assessment disputed or subject to deferral wherein
the dispute is resolved in favor of the disputing member, or a deferral
is granted, shall be returned to the appropriate members within 15
days of the date that the Interim Administrator (or Administrator)
receives notice of the determination by the IRC Program Board or
the Commissioner, as applicable, along with the proportionate
amount of interest penalty, if any, paid by the member for late
payment of the amount, and the proportionate amount of the in­
terest earned on that amount while the amount was held in escrow
by the Board.

(h) An assessment for the 1992 reimbursable net paid losses, as
an advance interim assessment, shall be credited as an offset against
any regular assessment due following the close of the following year
as required by NJ.S.A. 17B:27A-11a.

11:20-2.12 Assessments for administrative expenses and
organizational and operating expenses

(a) Every member shall be liable for a portion of the annual
administrative expenses of the IRC Program. On or about April 15
anually the IRC Program Board shall notify each member by
separate invoice of the dollar amounts being assessed against the
member for its portion of the final administrative expense total for
the preceding calendar year, if any.

1. Such notice shall include a brief summary of the final adminis­
trative expenses and shall credit the member for any interim adminis­
trative expense assessments paid.
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2. If a member has advanced a sum or sums of money to the
IRC Program to cover some portion of the IRC Program's adminis­
trative expenses, those sums advanced shall be credited against the
member's assessment amounts.

3. Each member's final annual assessment for administrative ex­
penses shall be reduced by any deferred assessment paid by assessed
carriers in proportion to the original assessment made to cover the
deferred amount.

(b) The Board, at its discretion, may make an interim assessment
on a monthly basis or such other periodic basis as necessary to ensure
the availability of funds to meet operating expenses as well as to
cover estimated losses.

(c) All members shall be assessed for a proportionate share of
final administrative expenses for the preceding calendar year on the
basis of the ratio of the member's health benefits plans net earned
premiums for that calendar year to the total of all members health
benefits plans net earned premiums for that calendar year. Net
earned premiums shall be determined as reported by each member
to the IRC Program Board in the Carrier Market Share and Net
Paid Loss Report as set forth as Exhibit K of the Appendix to
N.J.A.C. 11:20, and completed in accordance with N.J.A.C. 11:20-8.
Should a member fail to submit a Carrier Market Share and Net
Paid Loss Report as required by N.J.A.C. 11:20-8, the member's
market share shall be determined by the IRC Program Board based
upon the premium set forth in the member's most recent Annual
Statement filed with the Department.

(d) Interim assessments shall be made on the same basis as in
(c) above, but shall use the net earned premium from the preceding
calendar year.

(e) Assessment amounts for members granted a deferral by the
Commissioner, or subject to dispute by the member wherein the
dispute is settled in favor of the disputing member, shall be appor­
tioned to other members on the same basis as set forth in (c) above.

(f) Assessment amounts are due and payable upon receipt by a
member of an invoice for the assessment. Payment shall be by bank
draft made payable to the Treasury-State of New Jersey, IRC
Program, c/o the New Jersey Department of Insurance, 20 W. State
Street, CN-325, Trenton, NJ 08625.

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

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

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

iii. Good faith errors that are reported to the Board by a member
within 60 days of their occurrence shall not be subject to the interest
penalty set forth in (f)li above. If a member makes an error relating
to or involving an assessment or any other error resulting in non­
payment or underpayment of funds, the member shall make im­
mediate payment of additional amounts due.

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

(g) A member may request that the Commissioner grant a defer­
ral of its obligation to pay an assessment in accordance with
procedures established by the Commissioner.

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

2. If the member withholds payment, as permitted pursuant to
(g)1 above, and the Commissioner denies the request for deferral,
the member shall be subject to payment of the interest penalty set
forth in (f)1 above, accruing from the date of the invoice for the
assessment.

(h) The Interim Administrator (or Administrator) shall deposit
all monies received from the Treasury pursuant to this section in
an interest bearing account maintained by the IHC Program Board
for that purpose.

1. Amounts of assessment in dispute or subject to a deferral
request shall not be disbursed by the Board until such time as the
dispute has been settled or concluded with the disputing member,
or until final disposition of the request for deferral by the Com­
missioner, except that any portion of an assessment not in dispute
or subject to the deferral request, or portions no longer disputed
or subject to a deferral request, may be disbursed immediately, along
with any applicable interest penalty amounts paid or interest earned
while held in escrow by the Board.

2. Amounts of assessment disputed or subject to deferral wherein
the dispute is resolved in favor of the disputing member, or a deferral
is granted, shall be returned to the appropriate members within 15
days of the date that the Administrator receives notice of the
determination by the IHC Program Board or the Commissioner, as
applicable, along with the proportionate amount of interest penalty,
if any, paid by the member for late payment of the amount, and
the proportionate amount of the interest earned on that amount
while the amount was held in escrow by the Board.

11:20-2.13 Notice of request for deferral
A member requesting a deferral from the Commissioner of an

assessment amount shall concurrently provide notice of such request
in duplicate to the Interim Administrator (or Administrator) in order
to preserve its right to any monies paid pursuant to the invoice for
assessment.

11:20-2.14 Failure to pay assessments
If a member is determined liable for an assessment fails to pay

the full amount of the assessment and applicable interest, if any,
within 60 days of the date of the invoice, and has neither submitted
notice that it is seeking a deferral from the Commissioner, nor
requested a hearing, the IHC Program Board may provide to the
Commissioner a notice of the member's failure to make payment
along with a recommendation to revoke the member's authority to
write any health benefits plans or other health coverage in this State.
A copy of this notice shall be sent to the member by registered mail
at the same time that the notice is sent to the Commissioner. In
accordance with the Act, failure to pay assessments shall be grounds
for removal of a member's authority to write health coverage of any
kind in this State.

11:20-2.15 Penalties/adjustments and dispute resolutions
(a) A member seeking to challenge the amount of an assessment

must do so within 20 days of receiving the notice of the assessment
following the procedures established by the Board.

(b) A member which disputes being subject to an assessment and
wishes to contest that issue shall file its appeal with the IHC Program
Board no later than 20 days of receiving the notice of assessment
following the procedures established by the Board.

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

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

(e) If the Board determines that the nature or extent of errors
or conduct by a member evidence activity for which penalties or
sanctions are appropriate, the Board shall refer the matter to the
Commissioner, Attorney General, and/or other appropriate enforce­
ment agency, for appropriate action including the assessment of
penalties and sanctions as provided by the Act, as well as any other
penalties permitted by law. Nothing herein shall be construed to limit
the authority of the Commissioner, the Attorney General or any law
enforcement agency to take appropriate regulatory or enforcement
action with respect to violations of law and regulations.

11:20-2.16 Indemnification
(a) The participation in the IHC Program as a member, the

establishment of rates, forms or procedures, or any other joint or
collective action required by the Act shall not be the basis of any
legal action, criminal or civil liability, or penalty against the IHC
Program, member of the Board of Directors or any member carrier
either jointly or separately except as otherwise provided in the Act.

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

(8)
SMALL EMPLOYER HEALTH BENEFITS PROGRAM

BOARD
Small Employer Health Benefits Program
Adopted New Rules: N.J.A.C. 11 :21-1, 3, 4, 5 and

Exhibits A, B, C, D, E, F, G, H, I, J, K, Land M
of the AppendiX to N.J.A.C. 11 :21

Proposed: July 14, 1993 in accordance with P.L. 1993, c.162,
section 16, at 25 N.J.R. 3599(a) (August 16,1993).

Adopted: October 15,1993 in accordance with P.L. 1993, c.162,
section 16 by the Small Employer Health Benefits Program
Board, Maureen E. Lopes, Chairman.

Filed: October 15, 1993 as R,1993 d.553, with substantive and
technical changes not requiring additional public notice and
comment (see NJ.A.C. 1:30-4.3).

Authority: N.J.S.A. 17B:27A-17 et seq. as amended by P.L. 1993,
c.162.

Effective Date: October 15, 1993, in accordance with P.L. 1993,
c.162, section 16.

Expiration Date: October 15, 1998.

These new rules were proposed and are being adopted pursuant to
the procedures set forth at P.L. 1993, c.162, section 16, as therein
authorized.

Accordingly, notice of the proposal of these new rules was sent for
publication in three newspapers of general circulation in New Jersey,
mailed to all known interested parties, and submitted to the Office of
Administrative Law (OAL) for publication in the New Jersey Register.

Pursuant to P.L. 1993, c.l62, section 16, interested parties were
provided a comment period of at least 15 days. As set forth in the notice
of proposed new rules, the written comment period ended on September
16, 1993. Additionally, a public hearing was held before the Board on
September 1, 1993, in accordance with P.L. 1993, c.162, section 16. A
copy of the transcript may be obtained by contacting the Interim Admin­
istrator, New Jersey Small Employer Health Benefits Program Board,
SEH Box 1, c/o The Prudential Insurance Company of America, P.O.
Box 4080, Iselin, New Jersey 08830.

Comments were received from numerous commenters, both oral and
written. Not all comments received were responsive to the proposed rules
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and accompanying appendix exhibits. The Board has responded only to
those comments specifically relevant to the propposal.

Readers should note in some instances that although the rules may
not have been amended, the Exhibits may have been, and both pieces
of the adoption should be reviewed.

Summary of Public Comments and Agency Responses:
The Small Employer Health Benefits Program received timely com-

ments from the following:
1. Medical Society of New Jersey
2. Leonard J. Press, O.D., FAA.O.
3. New Jersey State Nurses Association
4. Garden State Hospitalization Plan
5. Home Health Assembly of New Jersey, Inc.
6. Kessler Institute for Rehabilitation, Inc.
7. Northern New Jersey Chiropractic Society Legislative Committee
8. New Jersey Optometric Association
9. St. Peter's Medical Center
10. Fox Chase Cancer Center
11. CIGNA Companies
12. New York Life Insurance Company
13. Massachusetts Mutual Life Insurance Company
14. Pharmaceutical Manufacturers Association
15. Merck and Co., Inc.
16. Bristol-Myers Squibb Company
17. American Cyanamid Company
18. South Jersey Physical Therapy Associates, P.A.-Alan F. Caniglia,

P.T.
19. Wayne Physical Therapy Center
20. Marlboro Physical Therapy, P.A.
21. Old Bridge Center of Physical Therapy
22. South Jersey Physical Therapy Associates, P.A.-Pamela J.

Steelman, P.T.
23. New Jersey Chapter American Physical Therapy Association
24. Northern Counties Institute for Physical Therapy
25. Princeton Physical Therapy Center, P.e.
26. Raritan Valley Physical Therapy Associates, P.A.
27. Shore Orthopedic and Athletic Rehabilitation, P.A.
28. Nancy Thompson, P.T.
29. P.R.D. Physical Therapy, PA
30. Sports Care and Physical Rehabilitation, Inc.
31. Emens, Kegler, Brown, Hill & Ritter for Medco Containment

Services, Inc.
32. Phoenix Home Life Mutual Insurance Company
33. New Jersey Association of Mental Health Agencies, Inc.
34. State of New Jersey Commission on Cancer Research
35. Home Care Council of New Jersey
36. University of Medicine and Dentistry of New Jersey
37. Career Opportunity Development Inc.
38. Gary Cupo
39. Kenneth Baldwin
40. Robert Gada
41. Leonard Sendelesky
42. Arnold Cianciulli
43. Russ Chaney
44. Jesse Wolff
45. Edmund Lawlor
46. Richard Alampi
47. Joseph Santo
48. Linda Lang
49. Francine McLean
50. Harriet Weiss
51. Kate Valentine
52. Jerry Ferrara
53. Curt Macysyn
54. Allan Boushie
55. Penni Wild

Summary of Comments and Agency Responses:
COMMENT: One commenter suggested the inclusion of more nutri­

tion therapy benefits under the standard plan designs.
RESPONSE: The Board developed the standard plan designs as

reflected in the standard policy forms, Exhibits A through G of N.J.A.C.
11:21-3.1. In creating the plan designs, the Board tried to balance many
divergent interests and examine benefit plans prevalent in the market.
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No change in the charges covered by the standard plans is being made
at this time. The Board will continue to evaluate the adequacy of the
plan designs over time.

COMMENT: One commenter suggested that the definition of depen­
dents be broadened to include foster children as a matter of public policy.

RESPONSE: It is unclear what public policy the commenter is endors­
ing. It is the Board's belief that foster children have health care coverage
provided through the placing agency (that is, the State). To the extent
that that is accurate, and there is no other legal or financial dependency
of the foster child upon the foster parent(s), there is no basis for
expanding the definition of dependent to include foster children.

COMMENT: One commenter asked that the definition of doctor or
primary care physician be clarified to recognize only doctors of medicine
or osteopathy as primary care physicians.

RESPONSE: The definition of "primary care physician," a term to
be used in managed care versions of the Small Employer Health Benefits
("SEH") Program plans, is intended to be consistent with the definition
of the term "practitioner" appearing in the general definitions of Plans
A through E. (Note that "primary care physician"has been changed to
"primary care practitioner.") The carrier will define its netw.ork. While
it is probable that carriers will limit their network o~ pnmary care
practitioners to docto~s of medicin~ or os.teopathy,. thiS m~y not be
universally true. For Instance, carners which permit selectIOn of an
obstetrical practitioner may allow insureds the opportunity to select nurse
midwives as opposed to medical doctors. Some carriers have found nurse
midwives an economical alternative, and some insureds are more com­
fortable with the choice of a nurse midwife. Other examples for not so
narrowly defining the term "primary care physician" may exist.

COMMENT: One commenter proposed deleting the requirement that
only network or participating physicians be defined as primary care
physicians, because by definition any physician practicing a primary care
specialty is in fact a primary care physician.

RESPONSE: It is assumed that the commenter is referring only to
the use of the term "primary care physician" as used in the HMO Plan.
"Primary care physician" as specifically defined in the standard HMO
plan design, is not intended nor should it be construed to have the same
meaning as the term is used within general medical practice. Within the
context of the HMO Plan, the term is defined appropriately, and, thus,
the commenter's suggested change is not being made.

COMMENT: One commenter suggested that the use of the term
primary care physician (PCP) should be avoided in the text of the policies
because most people will not be familiar with it.

RESPONSE: Primary care physician (PCP) is a defined term within
the standard policies. People enrolling in managed care plans will become
familiar with the term through the enrollment process.

COMMENT: One commenter recommended the inclusion of reim­
bursement for outreach services for TB drug treatment, based on criteria
to be developed by an expert panel or the Department of Health. The
commenter argued that this would assure that infected individuals, many
of whom are intravenous drug users and the homeless, pursue the course
of therapy fully.

RESPONSE: Generally, insurers do not pay benefits for services when
benefits or services are provided through a government sponsored pro­
gram, or in situations in which the insured would not normally incur
a charge. However, treatment of TB, in and of itself, is not excluded
under the SEH Program plans. Naturally, benefits are limited to persons
covered under one of the health benefits plans. Realistically, few of the
people who would participate in an outreach program of this nature
would be covered under one of the health benefits plans.

While the SEH Program Board will keep this recommendation under
advisement, the recommendation does not appear to have any practical
value. No policy changes are being made at this time.

COMMENT: One commenter asked for inclusion of a provISIon
specifically requiring protection of the confidentiality rights of individuals
who are identified as seropositive during physical examinations ordered
by carriers. . ..

RESPONSE: All carriers are required to adhere to the confidentiality
requirements included in Insurance Department Bulletin 86:~ and New
Jersey Department of Health rule N.JA.C. 8:57-2.1. AdditIonally, all
carriers and insurance organizations are subject to the Information
Practices Act, N.J.S.A. 17:23A-l et seq. No change in the standard policy
forms, Exhibits A through G of N.JAe. 11:21-3.1, is necessary.

COMMENT: One commenter asked for an increase in primary and
preventive care for newborns to $1,000 for the first year of life, in order
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to accomodate guidelines of the American Academy of Pediatrics, includ­
ing the recommended schedule of immunizations.

RESPONSE: The SEH Program Board has attempted to balance many
divergent interests in developing the five plans. While primary care
benefits were considered crucially important, and hence, those benefits
are to be provided without payment of deductibles or coinsurance
amounts, the overall cost of the plans is also very important for both
employers and employees. It is not possible to increase the primary care
benefit for the first year of life without marginally increasing the costs
of the plans overall. The SEH Program Board will continue to evaluate
the adequacy of the plan designs over time and the cost effectiveness
of each benefit within the plan designs, but will make no change to this
benefit at this time.

COMMENT: One commenter asked for inclusion of fetal surgery to
correct gastrointestinal defects or cardiac abnormalities.

RESPONSE: Subject to all the terms of the standard plans (for
instance, medical necessity, and cost sharing requirements), such surgery
is a covered charge.

COMMENT: Several commenters stated that the $100.00 preventive
care benefit under Plan A is entirely inadequate, and at least one
commenter suggested that the preventive/primary care benefit be ex­
panded for all persons over age one to $500.00 on all plans.

RESPONSE: While several commenters cite immunization costs as the
reason for inadequacy of the Plan A preventive benefit, no commenter
stated why the $300.00 primary care benefit in Plans B through E should
be increased to $500.00 annually. In designing the plans, the SEH
Program Board has attempted to balance statutory requirements, benefit
cost effectiveness, and total plan cost. It is not possible to increase the
primary care benefit for persons over age one without an increase in
the cost of the plan. (Because these are primary care benefits, provided
on a first dollar basis, insurers will anticipate maximum utilization of
the benefit by most insureds.) The Board will keep the recommendations
under advisment, but will make no change at this time.

COMMENT: Several commenters asked for an increase in mental
health benefits and one commenter asked for a separation in benefits
between inpatient and outpatient care.

RESPONSE: The commenters have not provided a reason why the
benefit should be separated between inpatient and outpatient care when
not subject to managed care provisions. (Note that the HMO Plan does
provide coverage of service on an inpatient and outpatient basis. Ad­
ditionally, the Mental Health Rider, Exhibit I within the Appendix to
N.J.A.C. 11:21, provides for the benefit under Plans A through E to
be subject to management, separating the benefit for inpatient and
outpatient services.) In developing these plans, the Board determined
it was appropriate to part with the common practice of providing benefits
separately for inpatient and outpatient treatments of substance abuse
and mental/nervous conditions under nonmanaged care plans. The
provision of a dollar amount, the board believes, provides the practi­
tioners and the patient with flexibility in treatment of such conditions,
while providing an incentive to utilize less costly, less invasive treatments
whenever appropriate.

COMMENT: Several commenters asked that coverage of autologous
bone marrow transplantation for breast cancer (other than lymphoma)
be included. One commenter noted that research is showing promising
results of this form of treatment for metastic breast cancer, indicating
that the treatment is beneficial where medically appropriate. One com­
menter recommended referring the issue to an expert panel.

RESPONSE: The Board agrees with some of the commenters' state­
ments, but continues to note that the procedure, in conjunction with
the high dose chemotherapy, remains an experimental and investigational
procedure, as evidenced by ongoing clinical trials by the National Cancer
Institute. The Board is revising the standard plans, Exhibits A through
G of the Appendix to N.JA.C. 11:21, to include coverage of expenses
related to autologous bone marrow transplant and associated high dose
chemotherapy for breast cancer if a person is participating in a National
Cancer Institute sponsor clinical trial. Such coverage is subject to carrier
preapproval.

COMMENT: One commenter asked for a decrease in the copayment
requirement applicable for physician services under Plan A, stating that
such a high coinsurance requirement will continue to cause high hospital
admission rates for so called "ambulation care sensitive admissions."

RESPONSE: Plan A is designed primarily to provide benefits for
hospital services with a modest preventive care benefit. As such, Plan
A meets the statutory requirements of a basic health benefits plan.
Generally, physician services rendered other than in a covered facility
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are not covered charges at all. Thus, reducing the coinsurance feature
from 50 percent to 20 percent will not have the effect the commenter
anticipates. Plan A is not designed to eliminate or reduce hospital
admissions, and in that respect, differs markedly from Plans B through
E and the HMO Plan. No change in the Plan A design in this regard
will occur at this time.

COMMENT: One commenter asked for a decrease or lowering of
the coinsurance caps applicable under Plans B through E.

RESPONSE: The commenter has provided no reason for reducing
the coinsurance caps. In creating the plan designs, the Board tried to
balance many divergent interests and examine benefit plans prevalent
in the market. The Board considered costs, and noted that both deduc­
tibles and coinsurance limits impact on premium rates. Further, the
Board noted that many employer plans currently available in the market
include both higher deductibles and larger coinsurance caps, while some
employer plans provide lower deductibles and caps. The Board wanted
a balance, with reasonable premiums. Given those two considerations
the Board believes the current coinsurance caps are reasonable. No
change in the coinsurance caps is being made at this time. The Board
will continue to evaluate the adequacy of the plan designs over time.

COMMENT: One commenter asked that the coinsurance cap and
coinsured charge limit be clarified.

RESPONSE: Both features do not exist within a standard plan. A
coinsured charge limit only applies to standard plans delivered through
a managed care arrangement. In such an arrangement, different levels
of coinsurance exist depending on whether one is using network or out­
network services. The coinsured charge limit defines the total amount
of coinsurance the individual must satisfy, whether incurred in or out
of network, in order for no coinsurance amount to apply in or out of
network.

COMMENT: One commenter stated that the per person lifetime limit
for Plan B should be increased from $1 million to $5 million.

RESPONSE: By statute, the Board is required to set a lifetime limit
of $1 million on one of the five plans. The Board believed Plan B was
the most reasonable choice. The Board will not increase the limit without
statutory authority.

COMMENT: One commenter stated that the Board should offer as
a specific plan design that benefit package recommended by the Ameri­
can Medical Association, particularly since it has formed the basis for
development of the benefit plan by the Federal health reform task force.
The commenter enclosed an outline.

RESPONSE: The Board notes that Plans B through E and the HMO
Plan are remarkably similar to that proposed by the commenter as
regards covered services and supplies. The outline provided by the
commenter does not address deductibles, coinsurance or copayment
levels or other possible internal limits, and is lacking in certain other
specific details necessary for contract design. On the other hand, the
American Medical Association's plan schedules many benefits in such
a manner as to make the covered charges more restrictive than those
provided by the Board's plans. The Board believes that the similarities
in the plans is sufficient to satisfy the commenter's concerns without
changing the health benefits plans.

COMMENT: Two commenters suggested the inclusion of vision thera­
py benefits under the standard plan designs, citing reports that op­
tometric vision therapy and orthoptic are at least as effective as surgery,
and less costly and invasive.

RESPONSE: In creating the plan designs, the Board tried to balance
many divergent interests and examine benefit plans prevalent in the
market. No change in the charges covered by the standard plans is being
made at this time, but the Board will continue to evaluate the adequacy
of the plan designs over time.

COMMENT: One commenter asked that the definition of a nurse and
practitioner be changed to conform to the legal practice of nursing as
it is defined in New Jersey. Additionally, the commenter suggested that
"routine" nursing care be changed to "appropriate," stating that
"routine" implies custodial care, while "appropriate" requires that the
right amount of care be delivered by the right level of nursing personnel.

RESPONSE: The small employer plans do not restrict the receipt of
care to care received in the State of New Jersey; hence, the definition
of nurse and practitioner must include criteria which can be applied more
universally than the suggested defintion. The definition of nurse as it
appears in the standard plans will be maintained. With respect to the
distinction between "routine" and "appropriate," the Board agrees with
the commenter's rationale. The reference to "routine" has been replaced
by "appropriate."
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COMMENT: One commenter recommended the inclusion of
chiropractic care in all health benefits plans. The commenter stated that:
(a) denial of the patient's choice to chiropractic care offends his or her
first amendment privilege; and (b) chiropractic's clinical effectiveness and
cost effectiveness is well documented, in contrast with the nonexistence
of data to support disk fusion, disk surgeries, etc.

RESPONSE: Plans B through E include coverage of chiropractic
services, for up to 30 visits per person per year. Plan A does not provide
coverage for therapeutic manipulation (as defined). Failure to include
chiropractic services or benefits in this plan does not, in the Board's
opinion, violate anyone's first amendment rights. No change in this
regard will be effected for Plan A.

COMMENT: One commenter recommended revision of the emergen­
cy room benefit exclusion under Plan A to restrict coverage to care
received as a result of an accidental injury or the appearance of morbid
symptoms for which the person is admitted within 24 hours of their
occurrence.

RESPONSE: The Board believes the commenter's suggestion is too
restrictive at this time. While the Board will keep the suggestion under
advisement, the Plan A exclusion is not now being revised.

COMMENT: One commenter suggested revision of the sections of
the standard policies which describe the effect of Medicare to make the
issue of when Medicare is primary and secondary more clear.

RESPONSE: The Medicare description in the standard policy forms,
as they appear in Exhibits A through G of the Appendix to N.J.A.C.
11:21, has been revised. Clarity was one of the objectives of revising
the text.

COMMENT: Two commenters suggested that the term "Home Health
Agency" be changed to "Home Health Care Agency" or "Home Care
Agency," to denote a broadening of the usage of the more commonly
understood definition. Additionally the commenter requested that the
definition of "Home Health Agency" be revised to read as follows:
"Home Care Agency: A company or organization which primarily
provides home health care services, including skilled nursing care. Carrier
will recognize it if it is licensed by the state in which it operates, or
it is certified to participate in Medicare as a Home Health Agency."
The commenter doubts the ability of many agencies to meet the defini­
tion established by the Board as written.

RESPONSE: The Board agrees with the commenter in some respects,
but notes that the definition of "Home Health Agency" tracks the
definition established in N.J.A.C. 11:4-14.2. The Board agrees that the
definition of Home Health Agency included in the standard policy forms
should be revised by the deletion of the word "mainly" with respect to
the provision of skilled nursing care. Otherwise, however, the Board does
not agree that any changes are required at this time.

COMMENT: One commenter asked for clarification of whether or
not copayments apply to home health care under the standard plan
designs, set forth in Exhibits A through G of the Appendix to N.J.A.C.
11:21.

RESPONSE: Home health care is not subject to a copayment under
the standard plans. Under Plans A through E, home health care charges
would be subject to the deductible and coinsurance applicable under the
particular plan. Under the HMO Plan, home health care is provided
if preapproved without a deductible, copayment or coinsurance.

COMMENT: One commenter asked that more rehabilitation benefits
be made available in the instance of catastrophic cases.

RESPONSE: The Board believes that the "Alternate Treatment"
provisions as defined in the standard policy forms for Plans A through
E, set forth in Exhibits A through G of the Appendix to N.J.AC.
11:21-3.1, provides the flexibility necessary to allow carriers to expand
rehabilitative benefits in the instance of a catastrophic illness or injury.

COMMENT: One commenter recommended different terms and de­
finitions be used to define rehabilitative and extended care. The com­
menter also wanted a separation between the benefit for rehabilitative
care and the benefit for extended care since these types of care are not
interchangeable.

RESPONSE: The Plans do not restrict the receipt of care to care
received in the State of New Jersey; hence, the definitions used in the
standard policies must include criteria which can be applied more univer­
sally than the suggested definitions. The definitions in the standard plans
will be maintained. However, the covered charges section of Plans A
through E was revised to more clearly state that rehabilitative care and
extended care are separate types of care.

COMMENT: Several commenters recommended covering smoking
cessation aids under the standard plans, suggesting that coverage of this
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benefit is more cost effective than later treatment of illnesses associated
with smoking.

RESPONSE: In creating the plan designs, the Board tried to balance
many divergent interests and examine benefit plans prevalent in the
market. The Board noted that while smoking cessation treatments are
covered by some current policies, it is not common practice to cover
such services. Further, the success rate of the various types of smoking
cessation methods as compared to self treatment is, as yet, unclear. For
that reason, no change in the charges covered by the standard plans
is being made at this time. The Board will continue to evaluate the
adequacy of the plan designs over time.

COMMENT: Two commenters stated that the definition of "Rea­
sonable and Customary" be revised. The commenter stated that the
requirement to consider severity of condition is contrary to current
industry practice, at least with respect to initial determinations of
reasonable and customary.

RESPONSE: The Board agrees with the commenter. The definition
of "Reasonable and Customary" will be revised to remove mention of
severity of condition and generally to be more clear in the description
of how the determination of reasonable and customary will be made.
However, because of the nature of the change, the Board believes
additional notice and public comment is appropriate. Therefore, this
change will not be made upon adoption, but rather, through proposed
amendments. The proposed amendments will be filed at the same time
as this adoption, and the period for comment shall be as set forth in
the notice of intended action. (See publication elsewhere in this issue
of the New Jersey Register.)

COMMENT: Several commenters suggested changes to the definition
of "Experimental and Investigational" with respect to the impact of the
definition upon prescription drugs. Several commenters stated that the
policy forms' definition establishes criteria which is practically impossible
for non-FDA approved drugs and "off-label" uses of FDA-approved
drugs to meet. Additionally several commenters stated that the language
provided in the definition is open to so much carrier interpretation that
carriers could deny coverage for practically any and all prescription drug
charges. One commenter requested that carriers be allowed greater
discretion to use other criteria besides peer-reviewed literature to de­
termine whether to accept or deny coverage of specific off label prescrip­
tions. Several commenters suggested covering prescription drugs under
off label conditions, if such use is recognized via specifically recognized
compendia or such use is supported by clinical trial or studies reported
in peer-reviewed literature.

RESPONSE: Although the Board believes that the language included
in the definition of "Experimental and Investigational" with respect to
drugs is generally reflective of current industry criteria, the Board agrees
that less subjective criteria is available and viable. That is, the Board
agrees that, if recognized in one of three established compendia, or
supported by reports in peer reviewed literature, off label prescriptions
should be covered. The Board notes that "support" can be eroded by
conflicting publications, and thus, the Board believes that support must
exist based upon a preponderance of the review articles and studies
published, if any.

However, because of the nature of the change to this definition, the
Board does not believe it is appropriate to make the change upon
adoption. Rather, readers will note that the specific provisions are being
proposed by the Board upon the same date as the filing of this adoption.
The proposed changes are subject to a comment period as set forth in
the notice of proposed action. (See publication elsewhere in this issue
of the New Jersey Register.)

COMMENT: Several commenters suggested that carriers be allowed
to apply their own pre-authorization, alternate treatment and centers of
excellence features.

RESPONSE: The Board accepts the need for flexibility in this area.
A carrier will be allowed not to apply these provisions if it so desires.
However, if a carrier chooses to apply these features, the carrier either
must use the provisions as they appear in the standard policies, set forth
in Exhibits A through G of the Appendix to N.J.A.C. 11:21, or must
submit the provisions they propose to substitute in the plans for review
on approval. Such provisions will be required to undergo the same review
process established for the standard plans.

COMMENT: Several commenters stated that there were problems
with the prescription drug riders, and suggested changes. One commenter
stated that the Exhibit H riders, intended for use with an indemnity plan,
is incompatible with indemnity coverage, and can only be properly
administered within the context of an HMO-type plan, because the riders
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appear to presume some contractual control over the prescribing physi­
cian, which is lacking in an indemnity plan. Two commenters stated that
certain criteria as to which drugs will be covered are criteria which cannot
be administered at the point of sale. One commenter suggested that
additional drugs should appear as exclusions, including oral contracep­
tives and Rogaine. One commenter stated that the definition of
"Maintenance Drug" is unduly restrictive because it fails to include many
chronic conditions that may require a course of maintenance drug thera­
py. The commenter suggested dispensing with the list and defining a
maintenance drug as a prescription drug prescribed for 60 days or more,
inclusive of refIlls, language used by the New York State Department
of Social Services in its Medicaid program. Finally, one commenter
queried whether the riders replace the prescription drug benefit under
the main plan, as is typical, and if so, suggested that the riders should
include some benefit for drugs obtained from non-network providers in
an emergency or urgent circumstances.

RESPONSE: The Board agrees with most, but not all of the comments,
and is revising the riders accordingly. The Board agrees that the defini­
tion of "maintenance drug" should be less condition specific. The Board
agrees that benefits regarding emergency access to prescriptions should
be included. The Board agrees that a specific exclusion for hair replace­
ment drugs should be included, but notes that oral contraceptives are
intended to be covered (along with any other prescribed birth control
device). The Board will attempt to make the Exhibit H riders more
indemnity compatible. Due to the nature of some of the changes,
however, they cannot all be incorporated upon adoption. The Board is
proposing revisions which require an additional comment period at the
same time as the filing of this adoption. The comment period for these
revisions is as set forth in the notice of the intended action. (See
publication elsewhere in this issue of the New Jersey Register.)

COMMENT: One commenter recommended that the exclusion for
eye examinations be amended to cover medically necessary eye examina­
tions.

RESPONSE: The Board agrees with the commenter's recommenda­
tion and has incorporated the recommendations upon adoption.

COMMENT: One commenter recommended that optometry be in­
cluded in the list of Specialist Doctor Benefits in the Coverd Services
in the HMO plan.

RESPONSE: The list of specialties covered in this provision is not
exclusive. To the extent that a referred service could be provided by
an Optometrist, within the scope of the Optometrist's license, the service
would be covered.

COMMENT: Several commenters called for increased physical therapy
benefits to be made available under the standard plans. Several com­
menters stated that the proposed benefits could be inadequate for
catastrophic illnesses or injuries, while other commenters suggested that
30 days per year failed to address the needs of someone who needed
physical therapy for more than one incident in a year.

RESPONSE: The Board believes that the "Alternate Treatment"
provisions as defined in the standard policy forms for Plans A through
E, set forth in Exhibits A through G of the Appendix to NJ.A.C. 11:21,
provides the flexibility necessary to allow carriers to expand physical
therapy benefits in the instance of a catastrophic illness or injury. The
Board does not believe that a change to the physical therapy provision
is necessary in that regard. With respect to multiple episodes in a
calendar year, the Board does not currently agree that a change is
necessary. The Board has had to consider divergent interests in develop­
ing the standard plans, and readily admits that, while covered services
are comprehensive, the plans cannot be all things to all people. The
plans are designed primarily to provide benefits under the most typical
situations, not the atypical. All commenters stated that, under ordinary
circumstances, the benefits are adequate. The Board believes it has met
its goals, although, as with all covered services, the Board will continue
to review the adequacy of the benefit design.

COMMENT: One commenter asked whether the standard policy
forms are subject to a file and use standard or prior approval.

RESPONSE: Carriers are not required to file the standard policy
forms for approval with the Small Employer Health Benefits Program
Board. The Board will develop a certification form which the carrier
will be required to file with both the Board and the Department of
Insurance.

COMMENT: One commenter asked whether the standard policy
forms could be reformatted. Specifically, the commenter questioned
whether the order of policy provisions could be changed.
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RESPONSE: No, the arrangement of policy provisions is not variable.
The provisions themselves must remain as written and as formatted in
the standard policy forms. One of the goals of creating standard policy
forms was to make the standard plans easy to compare regardless of
the carrier selling the plans. Reformatting of the standard plans could
complicate the comparison process.

COMMENT: One commenter stated that it is unclear how the re­
ference to N.J.A.C. 11:21-3.1(c) at N.J.A.C. 11:21-3.1(d)4 would apply
to non-HMO plans (that is, PPO plans), since subsection (c) concerns
payment levels which do not appear to be useful for PPO plans.

RESPONSE: Indemnity plans offered in conjunction with a managed
care arrangement (preferred provider arrangement or PPO) may be
offered with a "gatekeeper" mechanism or without a "gatekeeper."
When a PPO is utilized without a gatekeeper system, copayment levels
probably would not be useful, just as the commenter points out. However,
under that situation, carriers need not comply with NJ.A.C.
11:21-3.1(d)4. Rather, N.J.A.C. 11:21-3.1(d)4 applies to a preferred
provider arrangement which utilizes a gatekeeper and the in-network
benefits appear very similar to the services under an HMO plan. In that
instance, the Board is requiring that the in-network benefit must conform
with the HMO options.

COMMENT: One commenter asked if a carrier utilizes a managed
care arrangement, must it offer the network in conjunction with all the
standard plans.

RESPONSE: No, a carrier can choose to offer a managed care network
with one or more of the standard plans. A carrier does not have to offer
a managed care arrangement with all the standard plans.

COMMENT: One commenter stated that the plan designs refer to
primary care physicians with language that does not appear to be vari­
able. The commenter asks whether the intent is that all networks must
use primary care physicians as gatekeepers.

RESPONSE: Carriers may use preferred provider networks with and
without gatekeepers. The plan designs provide language for both
scenarios. Readers should refer to the plan headings "Preferred Provider
Organization Provisions," which is intended for use with nongatekeeper­
oriented networks, and "Point of Service Provisions," which is meant
to be used where the primary care practitioner is the gatekeeper.

COMMENT: One commenter questioned whether an "employee and
child" tier was established in the standard policy forms.

RESPONSE: The third rate tier in the standard policy forms (parenti
child) will accommodate an employee and child rate. "Child" should be
read as one or more children.

COMMENT: One commenter suggested that the definition of mental
health centers in the standard policy forms be expanded to recognize
those centers which are "accredited or licensed by the State of New
Jersey to provide mental health services," noting that current New Jersey
regulations and certification policies support the expanded definition.

RESPONSE: The Board agrees with the commenter's suggestion and
has incorporated the recommended change in the definition of mental
health centers.

COMMENT: One commenter stated that the proposed policy
provisions suggest that coverage is only for traditional outpatient visits.
The commenter requested that the Board clarify its use of "outpatient
treatment," suggesting that a broad range of non-inpatient services be
allowed to fall under the definition of "outpatient treatment." The
commenter cites partial care as an example.

RESPONSE: Without providing more discussion as to why the com­
menter believes the provisions are overly restrictive, and the language
to fulfill the commenter's goals, it is not clear to the Board how it should
review its language, if so inclined. The Board does not believe that the
language in the policy form presupposes any specific type of outpatient
treatment.

COMMENT: One commenter suggested that the annual and lifetime
dollar limits for the mentaVnervous benefit be eliminated, or at least
doubled, thereby meeting the estimated average coverage levels for
behavioral health care benefit. The commenter argued that the annual
limit could be reached in one average psychiatric hospitalization, but
would fail to see the person through the episode so that he or she may
return to work. The commenter stated that the system allows for the
high expense of hospitalization, rather than promoting less costly treat­
ment methods.

RESPONSE: The Board disagrees with the commenter's statements.
The Board's intent in going to a flat dollar benefit, without requiring
that some or all of a benefit be spent as an inpatient or an outpatient,
was to encourage both patients (or their families) and mental health
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providers to seek, to the greatest extent possible, non-inpatient hospital
treatment options, and reduced inpatient hospital stays, thereby maximiz­
ing the services which can be purchased by the benefit. While the Board
will continue to evaluate the design of this benefit, it does not believe
that revisions as suggested by the commenter are appropriate at this time.
(It should be noted that under the mental health rider, benefits for
mental/nervous and substance abuse treatments are more extensive,
though subject to higher levels of carrier management.)

COMMENT: One commenter called for revisions to the reasonable
and customary definition contained in the standard plans A through E
to more accurately reflect the Board's decision mandating use of the
Prevailing Healthcare Charges System for carriers in a carrier's de­
termination of a reasonable and customary charge.

RESPONSE: The Board understands the commenter's concern, but
has determined it is wiser for both carriers and the Board to establish
the standard in the rules, rather than the Exhibits. This will avoid
overhauling the various Exhibits by the Board and forms by carriers
whenever the reasonable and customary Board standard changes.

COMMENT: One commenter stated that the definition of "medically
necessary" fails to allow the carriers sufficient flexibility to determine
how best to make often difficult decisions. Specifically, the commenter
was concerned about the criteria referencing the "medical standards of
the community," when no ascertainable community standard exists. The
commenter was also concerned about relying upon whether or not a
treatment is accepted by a professional medical society, noting a frequent
reluctance of medical societies to take positions on such matters.

RESPONSE: The Board agrees with the commenter's points, and has
revised the definition upon adoption by deleting references to both
criteria. Nevertheless, carriers are bound by the terms of the policy; there
are limits to the flexibility afforded to carriers in this regard.

COMMENT: One commenter expressed concern that coverage for
mammography screening is limited to those over age 50 for every other
year. The commenter noted that the American Cancer society guidelines
call for annual screenings for those over age 50, and one mammogram
every other year for those aged 40 to 49.

RESPONSE: The commenter appears to be misinformed regarding
the mammography benefits set forth by the Board. The standard plans
B through E and the HMO Plan will cover charges for mammograms
according to the following schedule: a) one baseline mammogram be­
tween ages 35 to 39; b) one mammogram every two years from ages
40 to 49 (or more frequently, if recommended by a practitioner); and
c) one mammogram every year from the age of 50. The schedule is
consistent with the guideline recommended by the American Cancer
Society. (See, Exhibit F of the Appendix to N.J.A.C. 11:21, the "Mammo­
gram Charges" paragraph of the "Covered Charges with Special Limita­
tions" subsection of the "Health Benefits Insurance" section.)

Mammograms may be covered more frequently under Plans A through
E through the preventive care benefit, subject to the annual per person
maximum for preventive care.

COMMENT: One commenter expressed concern about the ability of
carriers to find reinsurance carriers that will reinsure unlimited benefit
plans, as well as the carriers' abilities to fund the level of benefits from
their own resources. The commenter proposed a maximum $2 million
payable on a per cause basis for Plans A, C, D and E.

RESPONSE: The Board disagrees with the suggestion and questions
the basis of the commenter's concern. The commenter is reminded that
the Small Employer Health Benefits Program contains a type of re­
insurance mechanism already for those carriers that elect to be "reinsur­
ing" carriers. If the commenter truly doubts its ability to find a re­
insurance carrier or to fund the plans sufficiently, it may want to consider
electing to be a "reinsuring" carrier. Frankly, however, the Board be­
lieves reinsurance coverage is or will be available for this market if
carriers want it. The Board does not believe it is necessary to put lifetime
maximums on Plans A, C, D and E. (Note that Plan B has a $1,000,000
lifetime maximum, because one plan was required by statute to have
a $1,000,000 lifetime maximum.)

COMMENT: One commenter stated that the separate copayment on
hospital confinement (Plans A and B) adds unnecessary administrative
complexity, and did not understand why that approach was used.

RESPONSE: Costs and pricing were the basis for the per diem
copayment. The Board believes that the copayment will provide an
additional element of cost containment and reductions in premium rates
for those two plans.

COMMENT: One commenter stated concern that no statutory plan
was designed to provide medical coverage supplemental to a basic
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hospital or basic hospital and surgical plan. The commenter stated that
beginning March 1, 1994, it would be forced to cancel coverage for more
than 150 New Jersey based employers (apparently having a hospital plan
with a medical wraparound), in part because the hospital plan carrier
will not be offering the hospital plan, and the commenter lacks the
underlying claims data to accurately determine fair and adequate prices
to be able to offer a comprehensive alternative.

RESPONSE: Statutorily, the Board was never in a position to develop
a hospital only plan and medical wraparound plan. Further, the com­
menter should be aware that even if the Board had been able to do
so, carriers would still be required by statute to offer the remaining
nonwraparound plans in order to provide the wraparound plan, which
is to say, the commenter's claims data base problem would still be a
problem.

The Board assumes that the commenter and the hospital plan carrier
are aware that all of the hospital plans and medical wraparound plans
they currently provide do not have to be cancelled on one date (March
1, 1994). Rather, these plans should be nonrenewed on their first an­
niversary date on or after February 28, 1994.

The Board notes that under P.L. 1993, c.l62, carriers are permitted
to try to coordinate with hospital service corporations in New Jersey to
produce combined hospital and medical plans meeting all of the require­
ments of the five standard SEH Program plans, A through E.

COMMENT: One commenter stated that by defining "doctor" and
"practitioner" as a person the carrier "is required by law to recognize"
could be construed to mean only that a medical doctor is a recognized
provider under the new policies. The commenter states that, if the Board
means to recognize someone in addition to medical doctors, the defini­
tions should be clarified, otherwise the Board is doing a disservice to
the public as a whole.

RESPONSE: By statute, carriers are required to recognize a number
of health care providers (acting within the scope of their licensure, and
providing covered services) in addition to medical doctors. These ad­
ditional health care providers include, for instance, chiropractors, op­
tometrists, psychologists, nurse midwives. Because these providers are
required to be recognized by statute (as an example, see NJ.S.A.
17B:27-50 and 51.1 or N.J.S.A. 17:48E-li), and because the statutes do
change from time to time, the Board believed it unnecessary, and possibly
unwise, to try to list providers who must be recognized.

COMMENT: One commenter remarked with respect to parents of
dependents with a mental or physical handicap, that it appears there
is no portability of coverage to a new carrier.

RESPONSE: The commenter may have misunderstood the language
in the policy forms, in that, indeed, portability of coverage exists for
all insureds who transfer from another policy with no interviewing lapse
in coverage. For this reason, the Board will make no change to the policy
forms at this time.

COMMENT: One commenter stated that in Exhibits A, B, C, D and
E, in the "Schedule of Insurance and Premium Rates," under "Daily
Room and Board Limits," the statement "For special care units, carrier
will cover charges up to hospital's actual daily room and board charge"
should be changed to "... carrier will cover charges up to the hospital's
actual daily special care unit room and board charge."

RESPONSE: The Board does not believe this clarification is necessary,
since the special care units charges that will be covered is already
distinguished from private and semi-private room charges.

COMMENT: One commenter stated that immunization agents are
listed under "Noncovered Services and Supplies" (Exhibit G), and ques­
tioned whether this included rabies, hepatitis, tetanus and pneumococcal
vaccines. Additionally, the commenter stated that preventive measures
such as these deserve more cost-benefit analysis.

RESPONSE: The commenter is incorrect with regard to the statement
that immunization agents are listed under "Noncovered Services and
Supplies." Such services will be covered to the extent medically necessary
and all other applicable terms of the contract.

COMMENT: One commenter stated that the precertification penalties
(50 percent) are too onerous. The commenter noted that its plan had
a $500.00 penalty.

RESPONSE: The Board neither agrees nor disagrees with the com­
menter, but the Board does believe that greater flexibility should be
afforded carriers in establishing the precertification penalties. Because
of the nature of the change, the Board believes an additional notice
and comment period is appropriate. A proposal to amend the
precertification penalty to allow variability in the penalty is being filed
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by the Board at the same time as the filing of this adoption. The comment
period is as established in the notice of intended action. (See publication
elsewhere in this issue of the New Jersey Register.)

Summary of Changes Upon Adoption:
1. In light of N.J.S.A. 118:27-12's requirement that a policy may not

be contested after it has been in force for two years from its date of
issue, the paragraph "Incontestability of this Policy" section of Exhibits
A F and G has been revised by the addition of text indicating that
the ~o year period runs from the effective date of the policy.

2. The paragraph "Termination of the Policy-Renewal Privilege" in
the "General Provisions" section of Exhibits A, F, and G has been
adjusted to comply with P.L. 1992, c.162, which enumerates those circum­
stances under which a carrier may terminate a small employer health
benefits plan so that a carrier will not have the right to terminate the
policy if the employer's place of business is moved outside of the State
of New Jersey.

3. The paragraph "Limitations of Actions" in the "Claims Provisions"
section of Exhibits A, F and G has been adjusted to comply with the
requirements of N.J.S.A. 17B:27-46 wherein an action for recovery must
be brought by the covered person.

4. In compliance with the defmition of employee under P.L. 1992,
c.162, the paragraph "Employee" in the "Definitions" section of Exhibits
A, F and G has been amended to provide that temporary or substitute
employees are not eligible for coverage under the policy.

5. In light of N.J.S.A. 118:27-30's requirement that coverage be ex­
tended beyond a policy's limiting age for certain incapacitated children,
the paragraph "Incapacitated Children" in the "Dependent Coverage"
section of Exhibits A, F and G has been adjusted to clarify that continu­
ing coverage shall be available to such dependent in the event the small
employer transfers coverage from one small employer carrier to another.

6. The paragraph "When Continuation Ends" in the "Continuation
Rights" section of Exhibits A, F and G has been adjusted to confor.m
with P.L. 1992, c.162 which identifies coverage under a health benefits
plan.

7. In light of N.J.S.A. 17B:26-2i which requires a conversion privilege
for a spouse in the event of divorce, the paragraph "Exception" in the
"Conversion Rights for Divorced Spouses" has been clarified to delete
the requirement that the spouse have been covered under the plan for
three months.

8. All references to the term "Non-Network Provider" in the
"Schedule of Insurance" and "Premium Rates Example PPO" section
of Exhibits A and F have been changed to "Out-Network Provider"
consistent with adopted N.J.A.C. 11:21-3.1(d).

9. In light of the requirements of the Federal Omnibus Reconciliation
Act of 1993 that an adopted child may not be subject to a pre-existing
condition limitation if enrolled for coverage within the enrollment period,
the paragraph preceding the "Pre-Existing Conditions" paragraph in the
"Health Benefits Insurance" section of Exhibits A, F and G has been
adjusted accordingly.

10. The paragraph "Extra Continuation for Disabled Qualified Con­
tinues" in the "Continuation Rights" section of Exhibits A, F and G
has been adjusted to comply with the Federal Consolidated Omnibus
Budget Reconciliation Act of 1985 to clarify that the qualifie~ contin~ee

is responsible for the additional premium which may be reqUired dunng
the extended disability.

11. The paragraph "When Continuation Ends" in the "Continuation
Rights" section of Exhibits A, F and G has been adjusted to. comply
with the Federal Family Medical Leave Act of 1993 to provide that
coverage is terminated upon non-payment of the required premium.

12. In light of the requirements of the Age Discrimination in Employ­
ment Act dealing with the election of Medicare as primary or secondary
coverage, the section "How This Policy Interacts with Medicare" has
been adjusted to clarify that Medicare coverage is primary for those
employees whose employer is not subject to the Act.

13. The paragraph "Co-Insurance Caps" in the "Schedule of In­
surance and Premium Rates" section of Exhibits B, C, D and E has
been adjusted to clarify the coinsurance cap calculation to list those
charges which cannot be utilized in the calculation of the coinsurance

cai4. The paragraph "Cash Deductible" in the "Definitions" section of
Exhibits A and F has been adjusted to clarify the cash deductible
calculation to list charges and payments which are not included in the
calculation.
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15. The paragraph "The Primary Care Physician" in the "Point of
Service Provisions" section of Exhibits A, F and G has been adjusted
to utilize the term Primary Care Practitioner as defined in the plan.

16. The paragraph "Hospital Co-Payment Requirement" in the
"Health Benefits Insurance" section of Exhibits A and E has been
adjusted to refer to Period of Confinement as defined in the plan.

17. The paragraph "Therapeutic Manipulation" in the "Covered
Charges with Special Limitations" section in Exhibits F and G has been
adjusted to substitute therapeutic for spinal. A similar change was made
in the paragraph "Payment Limits" in the "Schedule of Insurance and
Premium Rates" section of Exhibits B, C, D, and E to reference thera­
peutic manipulation benefits.

18. The paragraph "Premium Rates" in the "Schedule of Insurance
and Premium Rates" section in Exhibits A, B, C, D and E has been
adjusted to clarify that only the policy's initial rates must be included
in the schedule.

19. The paragraph "Premium Amounts" in the "General Provisions"
section in Exhibits A, F, and G has been adjusted to clarify that premiums
are affected based upon dependents covered under the policy.

20. The paragraphs "Payment of Premiums-Grace Period and Termi­
nation of the Policy-Renewal Privilege" in the "General Provisions"
section in Exhibits A, F and G has been adjusted to delete erroneous
wording and to cross reference the grace period liability in the Termina­
tion of the Policy-Renewal Privilege paragraph so as to clarify that the
policyholder remains liable for the premiums during the grace period.

21. The paragraph "Clerical Error-Misstatements" in the "General
Provisions" section in Exhibits A, F and G has been adjusted to clarify
that a clerical error will not invalidate the policy.

22. The paragraphs "Dependent Eligibility Date" and "Employee
Eligibility Date" in the "Definitions" section of Exhibits A, F and G
have been expanded to simplify the enrollment and effective date
provisions by defining these terms to clarify when coverage begins.

23. The paragraph "Hospice" in the "Definition" section of Exhibits
A, F and G, the paragraph "When Dependent Coverage Ends" in the
"Dependent Coverage" section of Exhibits A, F and G, and the para­
graph "Hospice Care Charges" in the "Health Benefits Insurance"
section of Exhibits A, F and G have been revised in a manner consistent
with the language utilized in the policy forms adopted by the New Jersey
Individual Health Board at N.J.A.C. 11:20-3.1(a)1 through 6. There is
no change in the level of benefits provided.

24. All references in Exhibits A, F and G to the Social Security Act
have been adjusted to clarify that reference is made to the United States
Social Security Act.

25. The paragraphs "Enrollment Requirement" and "When Employee
Coverage Starts" in the "Employee Coverage" section of Exhibits A,
F and G and the paragraphs "Enrollment Requirement and When
Dependent Coverage Starts" in the "Dependent Coverage" section of
Exhibits A, F and G have been adjusted to clarify the employee and
dependent enrollment and effective date requirements to provide that
coverage becomes effective on an employee's eligibility date provided
the employee enrolls within the enrollment period and agrees to make
any required premium payment.

26. The "Point of Service Provisions" section of Exhibits A and F has
been adjusted to clarify the operation of a point of service plan to explain
those circumstances under which only out-network benefits will be
provided.

27. The paragraph "Charges While Hospitalized" in the "Health Ben­
efits Insurance" section of Exhibit A has been adjusted to clarify that
hospital outpatient clinic charges are not covered under the plan.

28. The paragraph "Testing Charges" in the "Health Benefits In­
surance" section of Exhibit A has been adjusted to clarify that x-ray and
laboratory tests are only covered when performed in connection with
a planned hospital admission or surgery.

29. The paragraph "Practitioner's Charges for Non-Surgical Care and
Treatment" in the "Health Benefits Insurance" section of Exhibit A has
been adjusted to clarify that practitioner's charges incurred by a covered
person while hospitalized are covered charges.

30. The definition of "Cognitive Rehabilitation Therapy" in the para­
graph "Therapy Services" in the "Health Benefits Insurance" section
of Exhibits A, F and G has been adjusted to clarify cognitive rehabilita­
tion as regards a con/(enital anomaly.

31. The paragraph "Important Notice" preceding the "Utilization
Review Features" section of Exhibits A and F has been adjusted to clarify
that the carrier is not responsible for any results arising from an in-
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dividual's participation in a utilization review program. The remaining
text in the "Utilization Review Features" section has been reproposed
to permit a carrier to utilize such features at its option.

32. The "Exclusions" section in Exhibits A, F and G has been adjusted
to clarify that: (1) cosmetic surgery required as a result of illness will
not be a listed excluded charge, (2) exams to determine the need for,
or to adjust, hearing aids will be excluded charges, and (3) any drug
which is used by the covered person in connection with his or her
baldness shall be an excluded charge.

33. The paragraph "Important Notice" in the "Continuation Rights"
section of Exhibits A, F and G has been deleted. This text is unnecessary
since no other coverages may be provided by the policy.

34. Grammatical, Editorial and Typographical Error revisions have
been made throughout A, B, C, D, E, F and G where appropriate.

35. Variable allowances have been included as explained in the Ex­
planation of Brackets, (Exhibit K, Part 1 and 2) for Plans A, B, C, D,
E, and HMO Plan.

36. The definition of "Primary Care Physician" at N.J.A.C. 11:21-1.2
has been revised to substitute "Practitioner" for "Physician" to be consis­
tent with the definition used in Exhibits A, F and G.

37. N.J.A.C. 11:21-3.1(c)3 is amended to require benefits for al­
coholism treatment be covered as any other illness consistent with the
benefits provided under Plans A, B, C, D and E.

38. A new paragraph has been added to the riders for prescription
drug benefits set forth in Exhibit H, Part 1, Part 2 and Part 3 and Exhibit
J, Part 1, Part 2 and Part 3 to clarify that any drug which is used by
the covered person in connection with his or her baldness shall be
excluded charges, consistent with the exclusions provided for in the
prescription drug benefit under the standard health benefits plan (Ex­
hibits A, F, and G).

39. The "Coinsurance" section in Exhibit I (the rider for mental health
and substance abuse treatment management) has been clarified to
provide that inpatient services which are certified as medically or clinical­
ly necessary shall not be subject to coinsurance payment.

40. The provision in proposed Exhibit F which listed "Covered
Charges" beginning with "Hospital Charges" and continuing through
"Pre-Admission Testing Charges" has been relocated to Exhibits B, C,
D and E to properly show the correct provisions for Plans B, C, D and
E.

41. The "Schedule of Insurance and Premium Rates-Example POS"
which appeared in proposed Exhibit F following "Point of Service"
provisions at 25 N.J.R. 3638 has been deleted as it is already located
in the "Schedule of Insurance and Premium Rates" section of Exhibit
F.

42. The provision in proposed Exhibit F which listed "Definitions"
beginning with "Outpatient" and continuing through "Provider" has been
relocated to Exhibits B, C, D and E to properly show the correct
provisions for Plans B, C, D and E.

Full text of the adopted new rules follows (additions to proposal
indicated in boldface with asterisks ·thus·; deletions from proposal
indicated in brackets with asterisks *[thus]*):

CHAPTER 21
SMALL EMPLOYER HEALTH BENEFITS PROGRAM

SUBCHAPTER 1. GENERAL PROVISIONS

11:21-1.1 Purpose and scope
(a) This chapter implements provisions of P.L. 1992, c.162 as

amended by P.L. 1993, c.162 (N.J.S.A 17B:27A-17 et seq.), the Small
Employer Health Benefits Act. This chapter establishes procedures
and standards for carriers to meet their obligations under NJ.S.A.
17B:27A-17 et seq., and establishes procedures and standards appli­
cable for the fair, reasonable and equitable administration of the
Small Employer Health Benefits Program pursuant to NJ.S.A.
17B:27A-17 et seq.

(b) Provisions of the New Jersey Small Employer Health Benefits
Act and of this chapter shall be applicable to all carriers that are
members of the Small Employer Health Benefits Program, and to
such other carriers as the specific provisions of the statute and this
chapter may state.

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

11:21-1.2 Definitions
Words and terms contained in the Act, when used in this chapter,

shall have the meanings as defined in the Act, unless the context
clearly indicates otherwise, or as such words and terms are further
defined by this chapter.

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

"Mfiliated carriers" means two or more carriers that are treated
as one carrier for purposes of complying with the Act because the
carriers are subsidiaries of a common parent or one another, except
that any insurance company, health service corporation, hospital
service corporation, or medical services corporation that is an af­
filiate of a health maintenance organization located in New Jersey
or any health maintenance organization located in New Jersey that
is affiliated with an insurance company, hospital service corporation
or medical service corporation shall treat the health maintenance
organization as a separate carrier.

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

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

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

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

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

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

"Commissioner" means the Commissioner of the New Jersey
Department of Insurance.

"Department" means the New Jersey Department of Insurance.
"Dependent" means the spouse or child of an eligible employee

subject to applicable terms of the employee's health benefits plan.
"Doctor" means a medical practitioner who:
1. Is properly licensed or certified to provide medical care under

the laws of the state where the practitioner practices; and
2. Provides medical services which are within the scope of the

practitioner's license or certificate and which are covered by policies
provided pursuant to this chapter.

"Eligible employee" means a full-time employee who works a
normal work week of 25 or more hours. The term includes a sole
proprietor, a partner of a partnership, or an independent contractor,
if the sole proprietor, partner or independent contractor is included
as an employee under a health benefits plan of a small employer,
but does not include employees who work less than 25 hours a week
or work on a temporary or substitute basis.

"Federally-qualified HMO" is a health maintenance organization
which is qualified pursuant to the Health Maintenance Organization
Act of 1973, Pub. L. 93-222 (42 U.S.C. §300e et seq.)

"Health benefits plan" means any hospital and medical expense
insurance policy or certificate; health, hospital, or medical service
corporation contract or certificate; or health maintenance organiza­
tion subscriber contract or certificate delivered or issued for delivery
in this State by any carrier to a small employer group pursuant to
section 3 of the Act (N.J.S.A. 17B:27A-19). For purposes of this
act, "health benefits plan" excludes the following plans, policies, or
contracts: accident only, credit, disability, long-term care, coverage
for Medicare services pursuant to a contract with the United States
government, Medicare supplement, dental only or vision only, in-
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surance issued as a supplement to liability insurance, coverage aris.ing
out of a workers' compensation or similar law, automobile medical
payment insurance, or personal injury protection coverage issued
pursuant to P.L. 1972, c.70 (N.J.S.A. 39:6A-1 et seq.).

"Late enrollee" means an eligible employee or dependent who
requests enrollment in a health benefits plan of a s~all empl?yer
following the initial minimum 30-day enrollment penod prOVided
under the terms of the health benefits plan. An eligible employee
or dependent shall not be considered a late enrollee if the individual:
was covered under another employer's health benefits plan at the
time he was eligible to enroll and stated at the time of the initial
enrollment that coverage under that other employer's health benefits
plan was the reason for declining enrollment; has lost coverage under
that other employer's health benefits plan as a result of termination
of employment, the termination of the other plan's coverage, death
of a spouse, or divorce; and requests enrollment within 90 days after
termination of coverage provided under another employer's health
benefits plan. An eligible employee or dependent also shall not be
considered a late enrollee if the individual is employed by an
employer which offers multiple health benefits plans and the. in­
dividual elects a different plan during an open enrollment penod;
or if a court of competent jurisdiction has ordered coverage to be
provided for a spouse or minor child under a covered employee's
health benefits plan and request for enrollment is made within 30
days after issuance of that court order.

"Medicaid" means the program administered by the New Jersey
Division of Medical Assistance and Health Services Program in the
New Jersey Department of Human Services, providing medical as­
sistance to qualified applicants, in accordance with P.L. 1968, cA13
(N.J.S.A. 30:4D-1 et seq.) and amendments thereto.

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

"Multiple employer arrangement" means an arrangement
established or maintained to provide health benefits to employees
and their dependents of two or more employers, whether fully
insured or not fully insured, and shall include, but is not limited
to, a multiple employer welfare arrangement, or MEWA, multiple
employer trust or other form of benefit trust.

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

"Pre-existing condition" means a policy or contract provision that
excludes coverage under that policy or contract for charges or
expenses incurred during a specified p.e~iod followin~ the insu~e.d's

effective date of coverage, for a conditIon that, dunng a speCified
period immediately preceding the effective date of coverag~, h~d

manifested itself in such a manner as would cause an ordmanly
prudent person to seek medical advice, diagnosis, care or treatment,
or for which medical advice, diagnosis, care or treatment was recom­
mended or received as to that condition or as to pregnancy existing
on the effective date of coverage.

"Primary care *[physician]* ·practitioner*" means a network, or
participating, provider who is a doctor specializing in family practice,
general practice, internal medicine, obstetrics/gynecology for those
services only if applicable, or pediatrics, who supervises, coordinates,
arranges and provides initial care and basic care m~di~al sen:ices
to a member; initiates a member's referral for speCialIst services;
and is responsible for maintaining continuity of patient care.

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

"Small employer" means any person, firm, corporation,
partnership, or association actively engaged in business which, on
at least 50 percent of its working days during the preceding calendar
year quarter, employed at least two but no more. t~an 49 eligible
employees, the majority of whom are employed wlthm the State of
New Jersey. In determining the number of eligible employees, com­
panies which are affiliated companies shall be considered one
employer. Subsequent to the issuance of a health benefits plan to
a small employer pursuant to the provisions of the Act and this
chapter, and for the purpose of .determining eligibility, the size .of
a small employer shall be determmed annually. Except as otherwise
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specifically provided, provisions of the Act and this chapter which
apply to a small employer shall continue to apply until the an­
niversary date of the health benefits plan next following the date
the employer no longer meets the definition of a small employer.

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

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

"State approved HMO" is a health maintenance organization
which is approved pursuant to P.L. 1973 c.337 (N.J.S.A. 26:21-1 et
seq.).

SUBCHAPTER 2. (RESERVED)

SUBCHAPTER 3. STANDARD BENEFIT PLANS AND
RIDERS

11:21-3.1 Benefits provided
(a) The small employer health benefits plans established by t~e

Board contain the benefits, limitations and exclusions set forth m
the Appendix to this chapter which is incorporated herein by
reference as follows:

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

2. Plan B, "The Small Group Health Benefits Policy B," Exhibit
B and Exhibit F;

3. Plan C, "The Small Group Health Benefits Policy C," Exhibit
C and Exhibit F;

4. Plan D, "The Small Group Health Benefits Policy D," Exhibit
D and Exhibit F;

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

6. Exhibit F contains those terms of Plans B, C, D and E which
are common among the plans; and

7. HMO Plan, "The Small Group Health Maintenance Organiza­
tion Contract," Exhibit G.

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

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

i. $250.00 per covered person and $500.00 per covered famIly. The
family deductible limit must be satisfied by two separate covered
persons; .

ii. $500.00 per covered person and $1,000 per covered famIly. The
family deductible limit must be satisfied by two separate covered
persons; and .

iii. $1,000 per covered person and $2,000 per covered famIly. The
family deductible limit must be satisfied by two separate covered
persons. .

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

(c) State approved and Federally qualified HMO members may
offer the HMO Plan, as set forth in Exhibit G of the Appendix,
in lieu of Plans A through E in (a) above. HMO members offering
the HMO Plan shall offer the following arrangements: $150.00
hospital inpatient co-payment, $50.00 separate emergency room co­
payment, $25.00 pre-natal care office visit co-payment (initia~ v.isit
only) and $15.00 co-payment for all other co-payments. PrescnptIon
drugs may be subject to 50 percent coinsurance or $15.00 co-payment
at HMO member's option. HMO members choosing to offer op­
tional health benefits plans may offer one or more of the following
co-payment options, provided that all options offered by the HMO
member shall be offered to each small employer:
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1. $75.00 hospital inpatient co-payment, $50.00 separate emergen­
cy room co-payment, $25.00 pre-natal care office visit co-payment
(initial visit only) and $5.00 co-payment for all other co-payments;

2. $100.00 hospital inpatient co-payment, $50.00 separate
emergency room co-payment, $25.00 pre-natal care office visit co­
payment (initial visit only) and $10.00 co-payment for all other co­
payments; and/or

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

(d) The small employer health benefits Plans B, C, D and E and
the HMO Plan and optional riders may be offered through or in
conjunction with an approved contracting arrangement approved
pursuant to P.L. 1993, c.162, Section 22, and shall be subject to the
following:

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

2. The co-insured charge limit and deductibles specified for the
standard health benefits plan being offered through or in conjunction
with a managed care arrangement, as set forth in Exhibits B through
G in the Appendix, shall be the co-insured charge limit and deduc­
tibles for the in-network and out-network benefits combined;

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

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

(e) The small employer health benefits Plan A may be offered
through or in conjunction with a managed care arrangement, and
shall be subject to the following:

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

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

11:21-3.2 Optional benefit riders
(a) Members that offer health benefits Plans B, C, D and E may

offer one or more of the optional benefit riders set forth in (c)1
and 2 below. Members that offer the HMO health benefits plan may
offer the prescription drug riders set forth in (c)3 below. All riders
shall contain the benefits, limitations and exclusions set forth in the
Appendix which is incorporated herein by reference and shall be
issued in the standard form set forth in the Appendix which is
incorporated herein by reference. A member electing to offer an
optional benefits rider with a health benefits plan (Plan B, C, D,
E or HMO Plan, as applicable) must offer the rider to any employer
seeking to purchase that health benefits plan.

(b) Any member electing to offer one or more optional benefits
riders shall file a statement identifying the rider(s) to be offered
and identifying the health benefits plan(s) with which the rider will
be offered. The statement shall be filed with the Board no later
than 30 days prior to the date the rider is to be offered to employers,
and shall set forth the date on which the carrier proposes to offer
such rider(s).

(c) The optional benefit riders are as follows:
1. Replacement prescription drug benefits for Plans B, C, D and

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

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

ADOPTIONS

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

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

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

SUBCHAPTER 4. POLICY FORMS

11:21-4.1 Policy forms
(a) Members shall use the standard policy forms for Plans A, B,

C, D and E which are set forth in the Appendix to this chapter
as Exhibits A through F, subject to the "Explanation of Brackets
(Plans A, B, C, D)" set forth in Exhibit K, Part 1 of the Appendix,
incorporated herein by reference.

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

(c) In issuing riders pursuant to N.J.A.C. 11:21-3, members shall
use the standard rider forms which are set forth in the Appendix
to this chapter as Exhibits H, I and J, as applicable.

(d) All health benefits plans and optional benefits riders issued
to small employers on and after January 1, 1994 shall be issued in
accordance with these rules.

SUBCHAPTER 5. STANDARD CLAIM FORM

11:21-5.1 Standard Claim Form
(a) All members offering health benefits plans to small employers

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

(b) If a carrier determines that additional information is necessary
of the claimant to process a claim, the carrier shall use the "Annual
Family Profile and Claim Notice" form as set forth as Exhibit M
and incorporated herein by reference. A carrier shall not use any
other form to solicit family profile information of the claimant.

SUBCHAPTERS 6-18. (RESERVED)

APPENDIX

EXHIBIT A

PLANA
[Carrier]

SMALL GROUP HEALTH BENEFITS BASIC POLICY

POLICYHOLDER: [ABC Company]

GROUP POLICY NUMBER
[G-12345]

GOVERNING JURISDICTION
NEW JERSEY

EFFECTIVE DATE OF POLICY
[January 1, 1994]

POLICY ANNIVERSARIES: [January 1st of each year, beginning in
1995.]

PREMIUM DUE DATES: [Effective Date, and the first day of the month
beginning with February, 1994.]

(CITE 25 NJ.R. 5262) NEW JERSEY REGISTER, MONDAY, NOVEMBER 15, 1993

You're viewing an archived copy from the New Jersey State Library.



ADOPTIONS INSURANCE

SCHEDULE OF INSURANCE AND PREMIUM RATES PLAN A
This Policy's classification, and the insurance coverages and amounts

which apply to each class are shown below:

~edicare Alternate Deductible
For a Covered Person who is eligible for Medicare by reason of a

lisability, but is not insured by both Parts A and B, the Medicare
\lternate Deductible is equal to the Cash Deductible plus what Parts
~ and B of Medicare would have paid had the Covered Person been
o insured.

After the 18 month period described in ·[How This Policy Interacts
'Vith]· Medicare ·as Secondary Payor·, ends with respect to a Covered
'erson who is eligible for Medicare solely on the basis of End Stage
tenal Disease, but is not insured by both Parts A and B, the Medicare

AFFILIATED COMPANIES: [DEF Company]

[Carrier] in consideration of the application for this Policy and of the
payment of premiums as stated herein, agrees to pay benefits in ac­
cordance with and subject to the terms of this Policy. This Policy is
delivered in the jurisdiction specified above and is governed by the laws
thereof.

The provisions set forth on the following pages constitute this Policy.
The Effective Date is specified above.
This Policy takes effect on the Effective Date, if it is duly attested

below. It continues as long as the required premiums are paid, unless
it ends as described in the General Provisions section.

POLICY INDEX

SECTION PAGE(S)
Schedule of Insurance and Premium Rates .
General Provisions .
Claims Provisions .
Planholders .
Definitions .
Employee Coverage .
Dependent Coverage .
Preferred Provider Organization Provisions ..
Point of Service Provisions .
Health Benefits Insurance .
Utilization Review Features ..
Alternate Treatment Features .
Centers of Excellence Features .
Exclusions .
Continuation Rights .
Conversion Rights for Divorced Spouses ..
Effect Of Interaction with a Health Maintenance

Organization Plan .
Coordination of Benefits .
Benefits for Automobile Related Injuries .
'[How This Policy Interacts with]' Medicare ·as

Secondary Payor· .
Right To Recovery-Third Party Liability ..
Statement of ERISA Rights .
Claims Procedures .

$1,250

$250

20%
20%
20%

$2,500

20%
20%

20%
20%
20%
20%
20%
50%

$5,000

EXAMPLE: PLAN A PPO

Hospital Confinement Co-Payment
-per day
-maximum Co-Payment per Period of

Confinement
-maximum Co-Payment per Covered

Person per Calendar Year

Co-Insurance
Co-Insurance is the percentage of a Covered Charge that must be

paid by a Covered Person. However, [Carrier] will waive the Co-In­
surance requirement once the Co-Insurance Cap has been reached. This
Policy's Co-Insurance, as shown below, does not include penalties in­
curred under this Policy's Utilization Review provisions, or any other
Non-Covered Charge.

The Co-Insurance for this Policy is as follows:

• for Preventive Care None
• for Facility charges made by:

-a Hospital
-an Ambulatory Surgical Center
-a Birthing Center
-an Extended Care Center or

Rehabilitation Center
-a Hospice

• for the following Covered Charges
incurred while the Covered Person is an
Inpatient in a Hospital:

- Prescription Drugs
- Blood Transfusions
- Infusion Therapy
-Chemotherapy
-Radiation Therapy

• for all other Covered Charges
Co-Insurance Cap per Covered Person per
each Calendar Year

Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.

Daily Room and Board Limits

• During a Period of Hospital Confinement
For semi-private room and board accommodations, [Carrier] will cover

charges up to the Hospital's actual daily semi-private room and board
rate.

For private room and board accommodations, [Carrier] will cover
charges up to the Hospital's average daily semi-private room and board
rate, or if the Hospital does not have semi-private accommodations, 80%
of its lowest daily room and board rate. However, if the Covered Person
is being isolated in a private room because the Covered Person has a
communicable illness, [Carrier] will cover charges up to the Hospital's
actual private room charge.

For Special Care Units, [Carrier] will cover charges up to the
Hospital's actual daily room and board charge.

• During a Confinement In An Extended Care Center Or Rehabilitation
Center

[Carrier] will cover the lesser of:
a. the center's actual daily room and board charge; or
b. 50% of the covered daily room and board charge made by the

Hospital during the Covered Person's preceding Hospital confine­
ment, for semi-private accommodations.

Pre-Approval is required for charges incurred in connection with:
• Extended Care and Rehabilitation
• Home Health Care
• Hospice Care

Charges which are not Pre-Approved by [Carrier] are Non-Covered
Charges

SCHEDULE OF INSURANCE AND
PREMIUM RATES

This Policy's classification, and the insurance coverages and amounts
which apply to each class are shown below:

, President]

None (Note: See
Hospital Confinement
Co-Payment)
None

$250
$500. Note: Must be
individually satisfied by
2 separate Covered
Persons

• for Preventive Care
• for All Other Charges

-per Covered Person
-per Covered Family

[Secretary
[Dividends are apportioned each year.]

CLASS
[All eligible employees]

EMPLOYEE AND DEPENDENT HEALTH BENEFITS
Calendar Year Cash Deductible:

• for Hospital Confinement
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CLASS
[All eligible employees]

EMPLOYEE AND DEPENDENT HEALTH BENEFITS

Co-Insurance
Co-Insurance is the percentage of a Covered Charge that must be

paid by a Covered Person. However, [Carrier] will waive the Co-In­
surance requirement once the Co-Insurance Cap has been reached. This
Policy's Co-Insurance, as shown below, does not include penalties in­
curred under this Policy's Utilization Review provisions, or any other
Non-Covered Charge.

Medicare Alternate Deductible
For a Covered Person who is eligible for Medicare by reason of a

disability, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.

After the 18 month period described in *[How This Policy Interacts
With]* Medicare *as Secondary Payor*, ends with respect to a Covered
Person who is eligible for Medicare solely on the basis of End Stage
Renal Disease, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.

$1,000,000

$100
$300

30 days
exchange basis' for
Hospital days

Charges for Hospice Care

exchange basis' for
Hospital days
exchange basis' for
Hospital days

'See the Covered Charges section for a description of the exchange rules.

Charges for Preventive Care per Calendar Year
(Not subject to Cash Deductible or Co-
Insurance)

-per Covered Person
-per Covered Family

Per Lifetime Maximum Benefit (for all Illnesses
and Injuries)

PREMIUM RATES
[The *initial* monthly premium rates, in U.S. dollars, for the insurance

provided under this Policy are as follows:

Coverage Premium Rate
Health Benefits

-per Employee $9999.99
-per Employee and spouse $9999.99
-per Employee and children $9999.99
-per Employee, spouse and children $9999.99]

[Carrier] has the right to change any premium rate(s) set forth above
at the times and in the manner established by the provision Premium
Rate Changes section of this Policy.

GENERAL PROVISIONS

THE POLICY
The entire Policy consists of:
[a. the forms shown in the Policy Index as of the Effective Date;
b.] the Policyholder's application, a copy of which is attached to thi!

Policy;
[c.] any riders, [endorsements] or amendments to this Policy and
[d.] the individual applications, if any, of the persons covered.

Charges which are not Pre-Approved by [Carrier] are Non-Covered
Charges

Payment Limits: For Illness or Injury, [Carrier] will pay up to the
payment limit shown below:
Charges for Inpatient Hospital confinement
Charges for Home Health Care

Charges for Extended Care or Rehabilitation
Center Care

Coinsured Charge Limit: $10,000

Daily Room and Board Limits

• During a Period of Hospital Confinement
For semi-private room and board accommodations, [Carrier] will cover

charges up to the Hospital's actual daily semi-private room and board
rate.

For private room and board accommodations, [Carrier] will cover
charges up to the Hospital's average daily semi-private room and board
rate, or if the Hospital does not have semi-private accommodations, 80%
of its lowest daily room and board rate. However, if the Covered Person
is being isolated in a private room because the Covered Person has a
communicable illness, [Carrier] will cover charges up to the Hospital's
actual private room charge.

For Special Care Units, [Carrier] will cover charges up to the
Hospital's actual daily room and board charge.

• During a Confinement In An Extended Care Center Or Rehabilitation
Center

[Carrier] will cover the lessor of:
a. the center's actual daily room and board charge; or
b. 50% of the covered daily room and board charge made by the

Hospital during the Covered Person's preceding Hospital confine­
ment, for semi-private accommodations.

Pre-Approval is required for charges incurred in connection with:
• Extended Care and Rehabilitation
• Home Health Care
• Hospice Care

20%
20%

20%
20%
20%

None

None
None
None

None
None

None

*a*
Network
Provider

If treatment, services or
supplies are given by

*[a]*:
*an*

*[Non.]*
*Out·*

Network
Provider

$2,500

$250

$1,250

$250
$500. Note: Must be
individually satisfied by
2 separate Covered
Persons

None (Note: See
Hospital Confinement
Co-Payment)
None• for Preventive Care

• for All Other Charges
-per Covered Person
-per Covered Family

Hospital Confinement Co-Payment
-per day
-maximum Co-Payment per Period of

Confinement
-maximum Co-Payment per Covered

Person per Calendar Year

The Co-Insurance for this Policy is as follows:

• for Preventive Care
• for Facility charges made by:

-a Hospital
-an Ambulatory Surgical Center
-a Birthing Center
-an Extended Care Center or

Rehabilitation Center
-a Hospice

• for the following Covered Charges
incurred while the Covered Person is an
Inpatient in a Hospital:

-Prescription Drugs None 20%
-Blood Transfusions None 20%
- Infusion Therapy None 20%
-Chemotherapy None 20%
-Radiation Therapy None 20%

• for all other Covered Charges 70% 50%
The Coinsured Charge Limit means the amount of Covered Charges

a Covered Person must incur before no Coinsurance is required.

Calendar Year Cash Deductible:

• for Hospital Confinement
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STATEMENTS
No statement will avoid the insurance under this Policy, or be used

in defense of a claim hereunder unless:
a. in the case of the Policyholder, it is contained in the application

signed by the Policyholder; or
b. in the case of a Covered Person, it is contained in a written

instrument signed by the Covered Person, and a copy of which
is furnished to the Covered Person or the Covered Person's
beneficiary.

All statements will be deemed representations and not warranties.

INCONTESTABILITY OF THIS POLICY
There will be no contest of the validity of this Policy, except for not

paying premiums, after it has been in force for 2 years -from the Effective
Date-.

No statement in any application, except a fraudulent statement, made
by the Policyholder or by a person insured under this Policy shall be
used in contesting the validity of his or her insurance or in denying a
claim for a loss incurred after such insurance has been in force for two
years during the person's lifetime. Note: There is no time limit with
respect to a contest in connection with fraudulent statements.

*[If this Policy replaces the policy of another insurer, [Carrier] may
rescind this Policy based on misrepresentations made in the
Policyholder's or a Covered Person's signed application for up to two
years from this Policy's Effective Date.]*

AMENDMENT
This Policy may be amended, at any time, without the consent of the

Covered Persons or of anyone else with a beneficial interest in it. This
can be done through written request made by the Policyholder and
agreed to by [Carrier]. [Carrier] may also make amendments to this
Policy, as provided in b. and c. below. [Carrier] will give the Policyholder
30 days advance written notice. An amendment will not affect benefits
for a service or supply furnished before the date of change.

Only an officer of [Carrier] has authority: to waive any conditions or
restrictions of this Policy; or to extend the time in which a premium
may be paid; or to make or change a Policy; or to bind [Carrier] by
a promise or representation or by information given or received.

No change in this Policy is valid unless the change is shown in one
of the following ways:

[a. It is shown in an endorsement on it signed by an officer of
[Carrier].]

[b.] In the case of a change in this Policy that has been automatically
made to satisfy the requirements of any state or federal law that
applies to this Policy, as provided in the Conformity With Law
section, it is shown in an amendment to it that is signed by an
officer of [Carrier].

[c.] In the case of a change required by [Carrier], it is shown in an
amendment to it that:

• is signed by an officer of [Carrier]; and
• is accepted by the Policyholder as evidenced by payment of

a premium becoming due under this Policy on or after the
Effective Date of such change.

[d.] In the case of a written request by the Policyholder for a change,
it is shown in an amendment to it signed by the Policyholder and
by an officer of [Carrier].

\FFILIATED COMPANIES
If the Policyholder asks [Carrier] in writing to include an Affiliated

:::ompany under this Policy, and [Carrier] gives written approval for the
nclusion, [Carrier] will treat Employees of that company like the
'olicyholder's Employees. [Carrier's] written approval will include the
:tarting date of the company's coverage under this Policy. But each
:ligible Employee of that company must still meet all the terms and
:onditions of this Policy before becoming covered.

An Employee of the Policyholder and one or more Affiliated Com­
lanies will be considered an Employee of only one of those Employers
or the purpose of this Policy. That Employee's service with multiple
~mployers will be treated as service with that one.

The Policyholder must notify [Carrier] in writing when a company stops
leing an Affiliated Company. As of this date, this Policy will be con­
idered to end for Employees of that Employer. This applies to all of
hose Employees except those who, on the next day, are employed by
he Policyholder or another Affiliated Company as eligible Employees.

INSURANCE

PREMIUM AMOUNTS
The premium due on each premium due date is the sum of the

premium charges for the coverage then provided. Those charges are
determined from the premium rates then in effect and the Employees
-and Dependents- then covered.

Premium payments may be determined in another way. But it must
produce about the same amounts and be agreed to by the Policyholder
and [Carrier].

The following will apply if one or more premiums paid include
premium charges for an Employee -and/or Dependent- whose coverage
has ended before the due date of that premium. [Carrier] will not have
to refund more than [the amount of a. minus b.:

a. The amounts of the premium charges for such Employee that were
included in the premiums paid for the two months period im­
mediately before the date [Carrier] receives written notice from
the Policyholder that the Employee's -and/or Dependent's- cov­
erage has ended.

b. The amount of any claims paid to an Employee for the Employee's
claims or to a member of the Employee's family unit after that
person's coverage has ended.]

PAYMENT OF PREMIUMS-GRACE PERIOD
Premiums are to be paid by the Policyholder to [Carrier]. Each may

be paid at a [Carrier's] office [or to one of its authorized agents.] One
is due on each premium due date stated on the first page of this Policy.
The Policyholder may pay each premium other than the first within 31
days of the premium due date without being charged interest. Those
days are known as the grace period. The Policyholder is liable to pay
premiums to [Carrier] for the *[first]* time this Policy is in force.
Premiums unpaid after the end of the grace period are subject to a late
payment interest charge determined as a percentage of the amount
unpaid. That percentage will be determined by [Carrier] from time to
time, but will not be more than the maximum allowed by law.

PREMIUM RATE CHANGES
The premium rates in effect on the Effective Date are shown in this

Policy's Schedule. [Carrier] has the right to change premium rates as
of any of these dates:

a. Any premium due date.
b. Any date that an Employer becomes, or ceases to be, an Affiliated

Company.
c. Any date that the extent or nature of the risk under this Policy

is changed:
• by amendment or this Policy; or
• by reason of any provision of law or any government program

or regulation; or
• if this Policy supplements or coordinates with benefits

provided by another insurer, non-profit hospital or medical
service plan, or health maintenance organization, on any date
[Carrier's] obligation under this Policy is changed because
of a change in such other benefits.

d. At the discovery of a clerical error or misstatement as described
below.

e. As of the date the nature of the Policyholder's business changes.
[Carrier] will give the Policyholder 30 days advance written notice

when a change in the premium rates is made.

PARTICIPATION REQUIREMENTS
If this Policy provides coverage on a Non-contributory basis (the

Policyholder pays the entire premium), [75%] of the Employees eligible
for insurance must be enrolled for coverage. If Dependent coverage is
provided on a Non-contributory basis, [75%] of the Employees eligible
for Dependent coverage must enroll their eligible Dependents. (If an
eligible Employee is not covered by this Policy because:

a. the Employee is covered as a Dependent under a spouse's cov­
erage; or

b. the Employee is covered under a Health Maintenance Organiza­
tion plan offered by the Policyholder,

[Carrier] will count this person as being covered by this Policy for
the purposes of satisfying participation requirements.)

If this Policy provides coverage on a Contributory basis (the Employee
pays part of the premium), [75%] of the Employees eligible for insurance
must be enrolled for coverage. If Dependent coverage is provided on
a Contributory basis, [75%] of the Employees eligible for Dependent
coverage must enroll their eligible Dependents. (If an eligible Employee
is not covered by this Policy because:
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a. the Employee is covered as a Dependent under a spouse's cov­
erage; or

b. the Employee is covered under a Health Maintenance Organiza­
tion plan offered by the Policyholder,

[Carrier] will count this person as being covered by this Policy for
the purposes of satisfying participation requirements.)

CLERICAL ERROR-MISSTATEMENTS
Neither clerical error by the Policyholder, nor the [Carrier] in keeping

any records pertaining to coverage under this Policy, nor delays in making
entries thereon, will ·not· invalidate coverage ·which would· otherwise
·be in force, or continue coverage which would otherwise be· validly
terminated. However, upon discovery of such error or delay, an equitable
adjustment of premiums will be made.

Premium adjustments involving return of unearned premium to the
Policyholder will be limited to the period of 12 months preceding the
date of [Carrier's] receipt of satisfactory evidence that such adjustments
should be made.

If the age of an Employee, or any other relevant facts, are found to
have been misstated, and the premiums are thereby affected, an equitable
adjustment of premiums will be made. If such misstatement involves
whether or not the person's coverage would have been accepted by
[Carrier], or the amount of coverage, subject to this Policy's In­
contestability section, the true facts will be used in determining whether
coverge is in force under the terms of this Policy, and in what amounts.

TERMINATION OF THE POLICY-RENEWAL PRMLEGE
[Carrier] has the right to cancel this Policy on any premium due date

subject to 30 days advance written notice to the Policyholder for the
following reasons:

a. During or at End of Grace Period-Failure to Pay Premiums: If
any premium is not paid by the end of its grace period, this Policy
will automatically end when that period ends. But the Policyholder
may write to [Carrier], in advance, to ask that this Policy be ended
at the end of the period for which premiums have been paid or
at any time during the grace period. Then this Policy will end on
the date requested. ·The Policyholder is liable to pay premiums
to [Carrier] for the time this Policy is in force.·

'[b. the Policyholder moves its principal place of business outside the
State of New Jersey;]'

'[c.]'·b.· subject to the statutory notification requirements, [Carrier]
ceases to do business in the small group market;

'[d.]'·c.· with respect to Contributory Policies, less than [75%] of
the Employer's eligible Employees are covered by this
Policy. (If an eligible Employee is not covered by this Policy
because:

1. the Employee is covered as a Dependent under a spouse's
coverage; or

2. the Employee is covered under a Health Maintenance Or­
ganization plan offered by the Policholder,

[Carrier) will count that Employee as being covered by this Policy for
purposes of satisfying participation requirements.); or

'[e.]'·d.· with respect to Non-contributory Policies, less than [75%]
of the Employer's eligible Employees are covered by this
Policy. (If an eligible Employee is not covered by this Policy
because:

1. the Employee is covered as a Dependent under a spouse's
coverage; or

2. the Employee is covered under a Health Maintenance Or­
ganization plan offered by the Policyholder,

[Carrier) will count that Employee as being covered by this Policy for
purposes of satisfying participation requirements.)

Immediate cancellation will occur if the Policyholder commits
fraudulent acts or makes misrepresentations with respect to coverage of
eligible Employees or Dependents or status as a Small Employer.

This Policy is issued for a term of one (1) year from the Effective
Date shown on the first page of this Policy. All Policy Years and Policy
Months will be calculated from the Effective Date. All periods of in­
surance hereunder will begin and end at 12:00:01 a.m. eastern Standard
Time at the Policyholder's place of business.

The Policyholder may renew this Policy for a further term of one (1)
year, on the first and each subsequent Policy Anniversary. All renewals
are subject to the payment of premiums then due, computed as provided
in this Policy's Premium Amounts section.

ADOPTIONS

However, [Carrier] has the right to non-renew this Policy on any Policy
Anniversary if the Policyholder is no longer a Small Employer ·in
accordance witb tbe laws in tbe State of New Jersey-.

The Employer must certify to [Carrier] the Employer's status as a
Small Employer every year. Certification must be given to [Carrier]
within 10 days of the date [Carrier] requests it. If Employer fails to do
this, [Carrier] retains the right to take the actions described above as
of the Employer's Policy Anniversary.

[Also, if the nature of the Employer's business changes, the Employer
must notify [Carrier] within 30 days. [Carrier) has the right to change
the rates [Carrier] charges for this Policy if this happens. If the Employer
fails to notify [Carrier] within 30 days, [Carrier] has the right to adjust
premium rates retroactively to the date the nature of the Employer's
business changed.] [Note: This section will sunset January 1, 1997]

[DMDENDS
[Carrier] will determine the share, if any, of its divisible surplus

allocable to this Policy as of each Policy Anniversary, if this Policy stays
in force by the payment of all premiums to that date. The share will
be credited to this Policy as a dividend as of that date.

Each dividend will be paid to the Policyholder in cash unless the
Policyholder asks that it be applied toward the premium then due or
future premiums due.

[Carrier's] sole liability as to any dividend is as set forth above.
If the aggregate dividends under this Policy and any other policy(ies)

of the Policyholder exceed the aggregate payments towards their cost
made from the Employer's own funds, the Policyholder will see that an
amount equal to the excess is applied for the benefit of Covered Persons.]

EMPLOYEE'S CERTIFICATE
[Carrier] will give the Policyholder an individual certificate of coverage

to give each covered Employee. It will describe the Employee's coverage
under this Policy. It will include:

(1) to whom [Carrier) pays benefits,
(2) any protection and rights when the coverage ends and
(3) claim rights and requirements.
In the event this Policy is amended, and such amendment affects the

material contained in the certificate of coverage, a rider or revised
certificate reflecting such amendment will be issued to the Policyholder
for delivery to affected Employees.

OFFSET
[Carrier] reserves the right, before paying benefits to a Covered

Person, to use the amount of payment due to offset a claims payment
previously made in error.

CONTINUING RIGHTS
[Carrier's] failure to apply terms or conditions does not mean that

[Carrier] waives or gives up any future rights under this Policy.

ASSIGNMENT BY POLICYHOLDER
Assignment or transfer of the interest of the Policyholder under this

Policy will not bind [Carrier) without [Carrier's) written consent thereto.

CONFORMITY WITH LAW
Any provision of this Policy which, on its Effective Date, is in conflict

with the statutes of the state in which the Covered Person resides, or
with Federal law, is hereby amended to conform to the minimum require­
ments of such State law or Federal law.

LIMITATION OF ACTIONS
No action at law or in equity shall be brought to recover on this Policy

until 60 days after a Covered Person files written proof of loss. No such
action shall be brought more than three years after the end of the time
within which proof of loss is required.

WORKERS' COMPENSATION
The health benefits provided under this Policy are not in place of,

and do not affect requirements for coverage by Workers' Compensation.

NOTICES AND OTHER INFORMATION
Any notices, documents, or other information under this Policy may

be sent by United States mail, postage prepaid, addressed as follows:
If to [Carrier]: To the last address on record with the Policyholder.
If to a Covered person: To the last address provided by the Covered

Person on an enrollment or change of address form actually delivered
to [Carrier].
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If to the Policyholder: To the last address of the Policyholder on record
with [Carrier].

RECORDS-INFORMATION TO BE FURNISHED
[Carrier] will keep a record of the Covered Persons. It will contain

key facts about their coverage.
At the times set by [Carrier], the Policyholder will send the data

required by [Carrier] to perform its duties under this Policy, and to
determine the premium rates and certify status as a Small Employer.
All records of the Policyholder and of the Employer which bear on this
Policy must be open to [Carrier] for its inspection at any reasonable
time.

[Carrier] will not have to perform any duty that depends on such data
before it is received in a form that satisfies [Carrier]. The Policyholder
may correct wrong data given to [Carrier], if [Carrier] has not been
harmed by acting on it. A person's coverage under this Policy will not
be made invalid by failure of the Policyholder or the Employer, due
to clerical error, to record or report the Employee for coverage.

The Policyholder will furnish [Carrier] the Employee and Dependents
eligibility requirements of this Policy that apply on the Effective Date.
Subject to [Carrier's] approval, those requirements will apply to the
Employee and Dependent coverage under this Policy. The Policyholder
will notify [Carrier] of any change in the eligibility requirements of this
Policy, but no such change will apply to the Employee or Dependent
coverage under this Policy unless approved in advance by [Carrier].

The Policyholder will notify [Carrier] of any event, including a change
in eligibility, that causes termination of a Covered Person's coverage
immediately, or in no event later than the last day of the month in which
the event occurs. The liability of [Carrier] to arrange or provide benefits
for a person ceases when the person's coverage ends under this Policy.
[If the Policyholder fails to notify [Carrier] as provided above, [Carrier]
will be entitled to reimbursement from the Policyholder of any benefits
paid to any person after the person's coverage "[has]" ·should have·
ended.]

CLAIMS PROVISIONS
A claimant's right to make a claim for any benefits provided by this

Policy is governed as follows:

[NOTICE OF LOSS
A claimant should send a written notice of claim to [Carrier] within

20 days of a loss. No special form is required to do this. The notice
need only identify the claimant and the Policyholder.

When [Carrier] receives the notice, it will send a proof of claim form
to the claimant.

The claimant should receive the proof of claim form within 15 days
of the date [Carrier] received the notice of claim.

If the form is received within such time, it should be completed, as
instructed, by all persons required to do so. Additional proof, if required,
;hould be attached to the form.

If the form is not received within such time, the claimant may provide
.....ritten proof of claim to [Carrier] on any reasonable form. Such proof
nust state the date the Injury or Illness began and the nature and extent
)f the loss.]

i>ROOF OF LOSS
Proof of loss must be sent to [Carrier] within 90 days of the loss.
If a notice or proof is sent later than 90 days of the loss, [Carrier]

vill not deny or reduce a claim if the notice or proof was sent as soon
lS possible.

'AYMENT OF CLAIMS
[Carrier] will pay all benefits to which the claimant is entitled as soon

s [Carrier] receives written proof of loss. All benefits will be paid as
hey accrue. Any benefits unpaid at the Covered Person's death will be
aid as soon as [Carrier] receives due proof of the death to one of the
Jllowing:

a. his or her estate;
b. his or her spouse;
c. his or her parents;
d. his or her children;
e. his or her brothers and sisters; or
f. any unpaid provider of health care services.

"[When an Employee files proof of loss, he or she may direct [Carrier],
I writing, to pay health care benefits to the recognized provider of health
ue who provided the covered service for which benefits became

INSURANCE

payable. [Carrier] may honor such direction at [Carrier's] option. The
Employee may not assign his or her right to take legal action under
this Policy to such provider.]"

PHYSICAL EXAMS
[Carrier], at its expense, has the right to examine the insured. This

may be done as often as reasonably needed to process a claim. [Carrier]
also has the right to have an autopsy performed, at its expense.

LIMITATIONS OF ACTIONS
"[An Employee]" ·A Covered Person· cannot bring a legal action

against this Policy until 60 days from the date he or she files proof of
loss. And he or she cannot bring legal action against this Policy after
three years from the date he or she files proof of loss.

[PLANHOLDERS
The Policyholder is the Trustee named by a trust agreement. This

agreement permits certain Employers to insure their Employees for the
benefits provided by this Policy. Employers who do so are Planholders.

The Policyholder acts for the Planholders in all matters of this Policy.
Such actions bind all Planholders.

How an Employer becomes a Planbolder
An Employer must submit a signed application in which he:

• agrees to participate in the trust, and
• applies for the insurance provided by this Policy for his Employees.

When an Employer becomes a Planholder
The Policyholder and [Carrier] will agree on the date an Employer

becomes a Planholder. This date will be stated in writing by [Carrier].

When an Employer ceases to be a Planholder
The Policyholder can end an Employer's status as a Planholder. To

do so, he or she must give [Carrier] 30 days advance written notice.
[Carrier] can end insurance for a Planholder. To do so, it must give

the Policyholder 30 days advance written notice.

Data needed
The Policyholder must provide [Carrier] with all the data needed to

compute premiums and carry out the terms of this Policy. [Carrier] can
examine the records of the Policyholder and each Planholder at any
reasonable time.]

[Note: This text, which may be modified by each carrier in order to
accommodate various trust agreements, is only to be used if coverage
is to be issued through a Multiple Employer Trust (MET)]

DEFINITIONS
The words shown below have special meanings when used in this

Policy. Please read these definitions carefully. [Throughout this Policy,
these defined tenns appear with their initial letter capitalized.]
Actively at Work or Active Work means performing, doing, participating
or similarly functioning in a manner usual for the task for full pay, at
the Employer's place of business, or at any other place that the
Employer'S business requires the Employee to go.
Alcohol Abuse means abuse of or addiction to alcohol.
Ambulance means a certified transportation vehicle for transporting 1Il
or Injured people that contains all life-saving equipment and staff as
required by state and local law.
Ambulatory Surgical Center means a Facility mainly engaged in perform­
ing Outpatient Surgery. It must:

a. be staffed by Practitioners and Nurses, under the supervision of
a Practitioner;

b. have permanent operating and recovery rooms;
c. be staffed and equipped to give emergency care; and
d. have written back-up arrangements with a local Hospital for

emergency care.
[Carrier] will recognize it if it carries out its stated purpose under

all relevant state and local laws, and it is either:
a. accredited for its stated purpose by either the Joint Commission

or the Accreditation Association for Ambulatory Care; or
b. approved for its stated purpose by Medicare.

[Carrier] does not recognize a Facility as an Ambulatory Surgical
Center if it is part of a Hospital.
Anniversary Date means the date which is one year from the Effective
Date of this Policy and each succeeding yearly date thereafter.
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Affiliated Company means a corporation or other business entity af­
filiated with the Policyholder through common ownership of stock or
assets.
Birthing Center means a Facility which mainly provides care and treat­
ment for women during uncomplicated pregnancy, routine full-term
delivery, and the immediate post-partum period. It must:

a. provide full-time Skilled Nursing Care by or under the supervision
of Nurses;

b. be staffed and equipped to give emergency care; and
c. have written back-up arrangements with a local Hospital for

emergency care.
[Carrier] will recognize it if:
a. it carries out its stated purpose under all relevant state and local

laws; or
b. it is approved for its stated purpose by the Accreditation Associa­

tion for Ambulatory Care; or
c. it is approved for its stated purpose by Medicare.

[Carrier] does not recognize a Facility as a Birthing Center if it is
part of a Hospital.
Board means the Board of Directors of the New Jersey Small Employer
Health Program.
Calendar Year means each successive 12 month period which starts on
January 1 and ends on December 31.
Cash Deductible means the amount of Covered Charges that a Covered
Person must pay before this Policy pays any benefits for such charges.
*Cash Deductible does not include Co-Insurance, Co-Payments and Non­
Covered Charges.* See the The Cash Deductible section of this Policy
for details.
Co-Insurance means the percentage of a Covered Charge that must be
paid by a Covered Person. Co-Insurance does not include Cash Deduc­
tibles, Co-Payments or Non-Covered Charges.
Co-Payment means a specified dollar amount a Covered Person must
pay for specified Covered Charges.
Covered Charges are Reasonable and Customary charges for the types
of services and supplies described in the Covered Charges and Covered
Charges with Special Limitations section of this Policy. The services and
supplies must be:

a. furnished or ordered by a recognized health care Provider; and
b. Medically Necessary and Appropriate to diagnose or treat an

Illness or Injury.
A Covered Charge is incurred on the date the service or supply is

furnished. Subject to all of the terms of this Policy, [Carrier] pays benefits
for Covered Charges incurred by a Covered Person while he or she is
insured by this Policy. Read "[the]" *this* entire Policy to find out what
[Carrier] limits or excludes.
Covered Person means an eligible Employee or a Dependent who is
insured under this Policy.
Current Procedural Terminology (C.PT.) means the most recent edition
of an annually revised listing published by the American Medical Associa­
tion which assigns numerical codes to procedures and categories of
medical care.
Custodial Care means any service or supply, including room and board,
which:

a. is furnished mainly to help a person meet his or her routine daily
needs; or

b. can be furnished by someone who has no professional health care
training or skills.

Even if a Covered Person is in a Hospital or other recognized Facility,
[Carrier] does not pay for care if it is mainly custodial.
Dependent means an Employee's:

a. legal spouse;
b. unmarried Dependent child who is under age 19; and
c. "[his or her]" unmarried Dependent child from age 19 until his

or her 23rd birthday, who is enrolled as a full-time student at an
accredited school. Full-time students status will be as defined by
the accredited school.

A Dependent is not a person who is:
a. on active duty in any armed forces of any country; or
b. eligible for coverage under this Policy as an Employee.

Under certain circumstances, an incapacitated child is also a Depen­
dent. See the Dependent Coverage section of this Policy.

An Employee's "unmarried Dependent child" includes:
a. his or her legally adopted children.
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b. his or her step-children if such step children depend on the
Employee for most of their support and maintenance, and

c. children under a court appointed guardianship.
[Carrier] treats a child as legally adopted from the time the child is

placed in the home for purpose of adoption. [Carrier] treats such a child
this way whether or not a final adoption order is ever issued.
*Dependent's Eligibility Date means the later of:

a. the Employee's Eligibility Date; or
b. the date the person first becomes a Dependent.*

Diagnostic Services means procedures ordered by a recognized Provider
because of specific symptoms to diagnose a specific condition or disease.
Some examples are:

a. radiology, ultrasound and nuclear medicine;
b. laboratory and pathology; and
c. EKG's, EEG's and other electronic diagnostic tests.

Except as allowed under the Preventive Care Coverage Charge,
Diagnostic Services do not include procedures ordered as part of a
routine or periodic physical examination or screening examination.
Discretion means the [Carrier's] sole right to make a decision or de­
termination. The decision will be applied in a reasonable and non­
discriminatory manner.
Durable Medical Equipment is equipment which *is*:

a. "[is]" designed and able to withstand repeated use;
b. "[is]" primarily and customarily used to serve a medical purpose;
c. "[is]" generally not useful to a Covered Person in the absence of

an Illness or Injury; and
d. "[is]" suitable for use in the home.

Some examples are walkers, wheelchairs, hospital-type beds, breathing
equipment and apnea monitors.

Among other things, Durable Medical Equipment does not include
adjustments made to vehicles, air conditioners, air purifiers, humidifiers,
dehumidifiers, elevators, ramps, stair glides, Emergency Alert equipment,
handrails, heat appliances, improvements made to the home or place
of business, waterbeds, whirlpool baths and exercise and massage equip­
ment.
Effective Date means the date on which coverage begins under this Policy
for the Employer, or the date coverage begins under this Policy for an
Employee or Dependent, as the context in which the term is used
suggests.
Employee means a Full-Time Employee (25 hours per week) of the
Employer. Partners, Proprietors, and independent contractors will be
treated like Employees, if they meet all of this Policy's conditions of
eligibility. *Employees who work on a temporary or substitute basis are
not considered to be Employees for the purpose of this Policy.*
*Employee's Eligibility Date means the later of:

a. the date of employment; or
b. the day after any applicable waiting period ends.*

Employer means [ABC Company].
Experimental or Investigational means [Carrier] determines a service or
supply is:

a. not of proven benefit for the particular diagnosis or treatment of
a particular condition; or

b. not generally recognized by the medical community as effective
or appropriate for the particular diagnosis or treatment of a
particular condition; or

c. provided or performed in special settings for research purposes
or under a controlled environment or clinical protocol.

Unless otherwise required by law with respect to drugs which have
been prescribed for the treatment of a type of cancer for which the drug
has not been approved by the United States Food and Drug Adminis­
tration (FDA), [Carrier] will not cover any services or supplies, including
treatment, procedures, drugs, biological products or medical devices or'
any hospitalizations in connection with Experimental or Investigational
services or supplies.

[Carrier] will also not cover any technology or any hospitalization
primarily to receive such technology if such technology is obsolete or
ineffective and is not used generally by the medical community for the
particular diagnosis or treatment of a particular condition.

"[Governmental approval of technology is not necessarily sufficient to
render it of proven benefit or appropriate or effective for a particular
diagnosis or treatment of a particular condition.

[Carrier] will apply the following five criteria in determining whether
services or supplies are Experimental or Investigational:
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a. Any medical device, drug, or biological product must have received
final approval to market by the FDA for the particular diagnosis
or condition. Any other approval granted as an interim step in
the FDA regulatory process, e.g., an Investigational Device Exemp­
tion or an Investigational New Drug Exemption, is not sufficient.
Once FDA approval has been granted for a particular diagnosis
or condition, use of the medical device, drug or biological product
for another diagnosis or condition may require that any or all of
the five criteria be met;]'

b. Conclusive evidence from the published peer-reviewed medical
literature must exist that the technology has a definite positive
effect on health outcomes; such evidence must include well-de­
signed investigations that have been reproduced by non affiliated
authoritative sources, with measurable results, backed up by the
positive endorsements of national medical bodies or panels regard­
ing scientific efficacy and rationale;

c. Demonstrated evidence as reflected in the published peer-reviewed
medical literature must exist that over time the technology leads
to improvement in health outcomes, i.e., the beneficial effects
outweigh any harmful effects;

d. Proof as reflected in the published peer-reviewed medical
literature must exist that the technology is at least as effective in
improving health outcomes as established technology, or is usable
in appropriate clinical contexts in which established technology is
not employable; and

e. Proof as reflected in the published peer-reviewed medical
literature must exist that improvements in health outcomes; as
defined in item c. above, is possible in standard conditions of
medical practice, outside clinical investigatory settings.

Extended Care Center means a Facility which mainly provides full-time
Skilled Nursing Care for III or Injured people who do not need to be
in a Hospital. [Carrier] will recognize it if it carries out its stated purpose
under all relevant state and local laws, and it is either:

a. accredited for its stated purpose by the Joint Commission; or
b. approved for its stated purpose by Medicare. In some places, an

"Extended Care Center" may be called a "Skilled Nursing Center."
Facility means a place [Carrier] is required by law to recognize which:

a. is properly licensed, certified, or accredited to provide health care
under the laws of the state in which it operates; and

b. provides health care services which are within the scope of its
license, certificate or accreditation and are covered by this Policy.

Full-Time means a normal work week of 25 or more hours. Work must
be at the Employer's regular place of business or at another place to
which an Employee must travel to perform his or her regular duties for
his or her full and normal work hours.
Generic Drug means an equivalent Prescription Drug containing the
same active ingredients as a brand name Prescription Drug but costing
less. The equivalent must be identical in strength and form as required
by the FDA.
Government Hospital means a Hospital operated by a government or
my of its subdivisions or agencies, including but not limited to a Federal,
'l1ilitary, state, county or city Hospital.
flome Health Agency means a Provider which '[mainly]' provides Skilled
'lursing Care for III or Injured people in their home under a home health
:are program designed to eliminate Hospital stays. [Carrier] will re­
;ognize it if it is licensed by the state in which it operates, or it is certified
o participate in Medicare as a Home Health Agency.
iospice means a '[Facility]' ·Provider· which '[mainly]' provides
Jalliative and supportive care for terminally ill ·or terminally injured·
Jeople under a hospice care program. [Carrier] will recognize a hospice
f it carries out its stated purpose under all relevant state and local laws,
:nd it is either:

a. approved for its stated purpose by Medicare; or
b. it is accredited for its stated purpose by either the Joint Com-

mission or the National Hospice Organization.
lospital means a Facility which mainly provides Inpatient care for III
'r Injured people. [Carrier] will recognize it if it carries out its stated
urpose under all relevant state and local laws, and it is either:

a. accredited as a Hospital by the Joint Commission or
b. approved as a Hospital by Medicare.

Among other things, a Hospital is not a convalescent home, rest or
ursing Facility, or a Facility, or part of it, which mainly provides
:ustodial Care, educational care or rehabilitative care. A Facility for
Ie aged or substance abusers is also not a Hospital.
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Illness means a sickness or disease suffered by a Covered Person. A
Mental and Nervous Condition is not an Illness.
Initial Dependent means those eligible Dependents an Employee has
at the time he or she first becomes eligible for Employee coverage. If
at the time the Employee does not have any eligible Dependents, but
later acquires them, the first eligible Dependents he or she acquires are
his or her Initial Dependents.
Injury means all damage to a Covered Person's body due to accident,
and all complications arising from that damage.
Inpatient means a Covered Person who is physically confined as a
registered bed patient in a Hospital or other recognized health care
Facility.
Joint Commission means the Joint Commission on the Accreditation of
Health Care Facilities.
Late Enrollee means an eligible Employee or Dependent who requests
enrollment under this Policy more than • [·30·]· days after first becom­
ing eligible. However, an eligible Employee or Dependent will not be
considered a Late Enrollee under certain circumstances. See the
Employee Coverage and Dependent Coverage sections of this Policy.
Medical Emergency means the sudden, unexpected onset, due to Illness
or Injury of a medical condition that is expected to result in either a
threat to life or to an organ, or a body part not returning to full function.
Heart attacks, strokes, convulsions, severe burns, obvious bone fractures,
wounds requiring sutures, poisoning, and loss of consciousness are
Medical Emergencies.
Medically Necessary and Appropriate means that a service or supply
is provided by a recognized health care Provider, and [Carrier] de­
termines at its Discretion, that it is:

a. necessary for the symptoms and diagnosis or treatment of
the condition, Illness or Injury;

b. provided for the diagnosis, or the direct care and treatment,
of the condition, Illness or Injury;

c. in accordance with ·generally· accepted medical '[standards
in the community at the time]' ·practice·;

d. not for the convenience of a Covered Person;
e. the most appropriate level of medical care the Covered

Person needs;
• [f. accepted by a professional medical society in the United

States as beneficial for the control or cure of the Illness or
Injury being treated; and]'

• [g.]··f.· furnished within the framework of generally accepted
methods of medical management currently used in the
United States.

The fact that an attending Practitioner prescribes, orders, recommends
or approves the care, the level of care, or the length of time care is
to be received, does not make the services Medically Necessary and
Appropriate.
Medicaid means the health care program for the needy provided by Title
XIX of the ·United States· Social Security Act, as amended from time
to time.
Medicare means Parts A and B of the health care program for the aged
and disabled provided by Title XVIII of the ·United States· Social
Security Act, as amended from time to time.
Mental and Nervous Condition means a condition which manifests
symptoms which are primarily mental or nervous, for which the primary
treatment is psychotherapy or psychotherapeutic methods or
psychotropic medication, regardless of any underlying physical cause. A
Mental and Nervous Condition includes, but is not limited to, psychoses,
neurotic and anxiety disorders, schizophrenic disorders, affective dis­
orders, personality disorders, and psychological or behavioral ab­
normalities associated with transient or permanent dysfunction of the
brain or related neurohormonal systems.

In determining whether or not a particular condition is a Mental and
Nervous Condition, [Carrier] may refer to the current edition of the
Diagnostic and Statistical manual of Mental Disorders of the American
Psychiatric Association.
Newly Acquired Dependent means an eligible Dependent an Employee
acquires after he or she already has coverage in force for Initial Depen­
dents.
Non-Covered Charges are charges which do not meet this Policy's defini­
tion of Covered Charges, or which exceed any of the benefit limits shown
in this Policy, or which are specifically identified as Non-Covered Charges
or are otherwise not covered by this Policy.
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Nurse means a registered nurse or licensed practical nurse, including
a nursing specialist such as a nurse mid-wife or nurse anesthetist, who:

a. is properly licensed or certified to provide medical care under the
laws of the state where he or she practices; and

b. provides medical services which are within the scope of his or her
license or certificate and are covered by this Policy.

Outpatient means a Covered Person who is registered at a recognized
health care Facility who is not an Inpatient.
Per Lifetime means during the lifetime of an individual, regardless of
whether he or she is covered under this Policy or any other policy or
plan:

a. as an Employee or Dependent; and
b. with or without interruption *of coverage*.

Period of Confinement means consecutive days of Inpatient services
provided to an Inpatient or successive Inpatient confinements due to
the same or related causes, when discharge and re-admission to a
recognized Facility occurs within 90 days or less. [Carrier] determines
if the cause(s) of the confinements are the same or related.

*[[Note: This definition is needed only for Plan B.]J*
Plan means the [Carrier's] group health benefit plan purchased by the
Employer. [Note: If the "Plan" definition is employed, references in this
Policy to "Policy" should be changed to read "Plan"]
Planholder means the Employer who purchased *this* group health
benefit plan. [Note: If the "Planholder" definition is employed, re­
ferences in this Policy to "Policyholder" should be changed to read
"Planholder"]
Podiatric Care means treatment of Illness or deformity below the ankle,
but does not include dislocations or fractures of the foot.
Policy means this group policy, including the application and any riders,
amendments, or endorsements, between the Employer and [Carrier].
Policyholder means the Employer who purchased this Policy.
Practitioner means a person [Carrier] is required by law to recognize
who:

a. is properly licensed or certified to provide medical care under the
laws of the state where he or she practices; and

b. provides medical services which are within the scope of his or her
license or certificate and are covered by this Policy.

Pre-Approval or Pre-Approved means the [Carrier's] written approval for
specified services and supplies prior to the date charges are incurred.
Charges which are not Pre-Approved are Non-Covered Charges.
Pre-Existing Condition means an Illness or Injury which manifests itself
in the six months before a Covered Person's coverage under this Policy
starts, and for which:

a. a Covered Person sees a Practitioner, takes Prescription Drugs,
receives other medical care or treatment or had medical care or
treatment recommended by a Practitioner in the six months before
his or her coverage starts; or

b. an ordinarily prudent person would have sought medical advice,
care or treatment in the six months before his or her coverage
starts.

A pregnancy which exists on the date a Covered Person's coverage
starts is also a Pre-Existing Condition.
Prescription Drugs are drugs, biologicals and compound prescriptions
which are sold only by prescription and which are required to show on
the manufacturer's label the words: "Caution-Federal Law Prohibits
Dispensing Without a Prescription" or other drugs and devices as de­
termined by [Carrier], such as insulin.
Preventive Care means charges for routine physical examinations, includ­
ing related laboratory tests and x-rays, immunizations and vaccine, well
baby care, pap smears, mammography and screening tests.
Provider means a recognized Facility or Practitioner of health care in
accordance with the terms of this Policy.
*[Reasonable and Customary means an amount that is not more than
the usual or customary charge for the service or supply as determined
by [Carrier], based on a standard approved by the Board. When [Carrier]
decides what is reasonable, it looks at the Covered Person's condition
and how severe it is.. [Carrier] also looks at special circumstances. The
Board will decide a standard for what is Reasonable and Customary
under this Policy. The chosen standard is an amount which is most often
charged for a given service by a Provider within the range of usual fees
charged by most Providers of similar training and experience for the
same service within the same geographic area.]*
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Rehabilitation Center means a Facility which mainly provides therapeutic
and restorative services to III or Injured people. [Carrier] will recognize
it if it carries out its stated purpose under all relevant state and local
laws, and it is either:

a. accredited for its stated purpose by either the Joint Commission
or the Commission on Accreditation for Rehabilitation Facilities;
or

b. approved for its stated purpose by Medicare.
In some places a Rehabilitation Center is called a "rehabilitation

hospital."
Routine Foot Care means the cutting, debridement, trimming, reduction,
removal or other care of corns, calluses, flat feet, fal.len arches, weak
feet, chronic foot stain, dystrophic nails, excrescences, helomas,
hyperkeratosis, hypertrophic nails, non-infected ingrown nails, de­
ratomas, keratosis, onychauxis, onychocryptosis, tylomas or symptomatic
complaints of the feet. Routine Foot Care also includes orthopedic shoes,
foot orthotics and supportive devices for the foot.
Routine Nursing Care means the *appropriate* nursing care customarily
furnished by a recognized Facility for the benefit of its Inpatients.

Schedule means the Schedule of Insurance and Premium Rates con­
tained in this Policy.
Skilled Nursing Care means services which are more intensive than
Custodial Care, are provided by a Registered Nurse (R.N.) or Licensed
Practical Nurse (L.P.N.), and require the technical skills and professional
training of an R.N. or L.P.N.
Skilled Nursing Center (see Extended Care Center).
Small Employer means any person, firm, corporation, partnership or
association actively engaged in business which, on at least 50% of its
working days during the preceding Calendar Year quarter, employed at
least two, but no more than 49 eligible Employees, the majority of whom
are employed within the State of New Jersey. In determining the number
of eligible Employees, all Affiliated Companies will be considered as one
Employer.
Special Care Unit means a part of a Hospital set up for very ill patients
who must be observed constantly. The unit must have a specially trained
staff. And it must have special equipment and supplies on hand at all
times. Some types of Special Care Units are:

a. intensive care units;
b. cardiac care units;
c. neonatal care units; and
d. burn units.

Substance Abuse means abuse of or addiction to drugs.
Surgery means:

a. the performance of generally accepted operative and cutting
procedures, including surgical diagnostic procedures, specialized
instrumentations, endoscopic examinations, and other *invasive*
procedures;

b. the correction of fractures and dislocations;
c. Reasonable and Customary pre-operative and post-operative care;

or
d. any of the procedures designated by Current Procedural Terminol-

ogy codes as Surgery.
Therapeutic Manipulation means the treatment of the articulations of
the spine and musculoskeletal structures for the purpose of relieving
certain abnormal clinical conditions resulting from the inpingement upon
associated nerves causing discomfort. Some examples are manipulation
or adjustment of the spine, hot or cold packs, electrical muscle stimula­
tion, diathermy, skeletal adjustments, massage, adjunctive, ultra-sound,
doppler, whirlpool or hydro therapy or other treatment of similar nature.
Total Disability or Totally Disabled means, except as otherwise specified
in this Policy, that an Employee who, due to Illness or Injury, cannot
perform any duty of his or her occupation or any occupation for which
he or she is, or may be, suited by education, training and experience,
and is not, in fact, engaged in any occupation for wage or profit. A
Dependent is totally disabled if he or she cannot engage in the normal
activities of a person in good health and of like age and sex. The
Employee or Dependent must be under the regular care of a Practitioner.
[We, Us, Our and [Carrier] mean [Carrier].]
[you, Your and Yours mean the Employer.]
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EMPWYEE COVERAGE

Eligible Employees
Subject to the Conditions of Eligiblity set forth below, and to all of

the other conditions of '[the)' *this* Policy, all of the Policyholder's
Employees who are in an eligible class will be eligible if the Employees
are Actively at Work Full-Time Employees.

For purposes of this Policy, [Carrier) will treat partners, proprietors
and independent contractors like Employees if they meet '[the)' *this*
Policy's Conditions of Eligibility.

Conditions of Eligibility

Full-Time Requirement
[Carrier) will not insure an Employee unless the Employee is an

Actively at Work Full-Time Employee.

Enrollment Requirement
'[If an Employee must pay part of the cost of Employee Coverage,)'

[Carrier) will not insure the Employee until the Employee enrolls and
agrees to make the required payments*, if any. If the Employee does
this within [30] days of the Employee's Eligibility Date, coverage is
scheduled to start on the Employee's Eligibility Date.*

If the Employee '[does this)' *enrolls and agrees to make the required
payments, if any*:

a. more than *[*30*]* days after the '[Employee first becomes
eligible)' *Employee's Eligibility Date*; or

b. after the Employee previously had coverage which ended because
the Employee failed to make a required payment,

[Carrier) will consider the Employee to be a Late Enrollee. Late
Enrollees are subject to this Policy's Pre-Existing Conditions limitation.

However, if an Employee initially waived coverage under this Policy,
and the Employee stated at that time that such waiver was because he
or she was covered under another group plan, and Employee now elects
to enroll under this Policy, [Carrier) will not consider the Employee to
be a Late Enrollee, provided the coverage under the other plan ends
due to one of the following events:

a. termination of employment;
b. divorce;
c. death of the Employee's spouse; or
d. termination of the other plan's coverage.

But, the Employee must enroll under this Policy within 90 days of
the date that any of the events described above occur. Coverage will
take effect as of the date he or she becomes eligible.

[The Waiting Period
This Policy has the following waiting periods:
'[Employees in an eligible class on the Effective Date, who have

completed at least (6) months of continuous Full-Time service with the
Employer by that date, are eligible for insurance under this Policy from
the Effective Date.

Employees in an Eligible Class on the Effective Date, who have not
completed at least [6) months of continuous Full-Time service with the
Employer by that date, are eligible for insurance under this Policy from
the day after Employees complete 3 months of continuous Full-Time
service.

Employees who enter an eligible class after the Effective Date are
eligible for insurance under this Policy from the day after Employees
complete 3 months of continuous Full-Time service with the
Employer.))'

Multiple Employment
If an Employee works for both the Policyholder and a covered Af­

filiated Company, or for more than one covered Affiliated Company,
[Carrier) will treat the Employee as if only one firm Employs the
Employee. And such an Employee will not have multiple coverage under
this Policy. But, if this Policy uses the amount of an Employee'S earnings
to set the rates, determine class, figure benefit amounts, or for any other
reason, such Employee's earnings will be figured as the sum of his or
her earnings from all covered Employers.

When Employee Coverage Starts
An Employee must be Actively at Work, and working his or her regular

number of hours, on the date his or her coverage is scheduled to start.
And he or she must have met all the conditions of eligibility which apply
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to him or her. If an Employee is not Actively at Work on the scheduled
Effective Date, [Carrier) will postpone the start of his or her coverage
until he or she returns to Active Work.

Sometimes, a scheduled Effective Date is not a regularly scheduled
work day. But an Employee's coverage will start on that date if he or
she was Actively at Work, and working his or her regular number of
hours, on his or her last regularly scheduled work day.

'[The scheduled Effective Date of an Employee's coverage is as
follows:

a. If an Employee must pay part of the cost of Employee coverage,
then he or she)' *The Employee* must elect to enroll and agree
to make the required payments*, if any,* within *[*30*]* days of
'[his or her)' *the Employee's* Eligibility Date. If he or she does
this within *[*30*]* days of '[his or her)' *the Employee's*
Eligibility Date, his or her coverage is scheduled to start on '[his
or her)' *the Employee's* Eligibility Date. *Such Employee's
Eligibility Date is the scheduled Effective Date of an Employee's
coverage.*

'[b. On non-contributory plans, subject of all the terms of this plan,
an Employee's coverage starts on his or her eligibility date.)'

When Employee Coverage Ends
An Employee's insurance under this Policy will end on the first of

the following dates:
a. [the date) an Employee ceases to be an Actively at Work Full­

Time Employee for any reason. Such reasons include disability,
death, retirement, lay-off, leave of absence, and the end of employ­
ment.

b. [the date) an Employee stops being an eligible Employee under
this Policy.

c. the date this Policy ends, or is discontinued for a class of
Employees to which the Employee belongs.

d. the last day of the period for which required payments are made
for the Employee.

Also, an Employee may have the right to continue certain group
benefits for a limited time after his or her coverage would otherwise
end. This Policy's benefits provisions explain these situations. Read this
Policy's provisions carefully.

DEPENDENT COVERAGE

Eligible Dependents for Dependent Health Benefits
An Employee's eligible Dependents are *the Employee's*:
a. '[the Employee's)' legal spouse;
b. '[the Employee's)' unmarried Dependent children who are under

age 19; and
c. '[the Employee's)' unmarried Dependent children, from age 19

until their 23rd birthday, who are enrolled as full-time students
at accredited schools. Full-time students will be as defined by the
accredited school.

A Dependent is not a person who is:
a. on active duty in any armed forces of any country; or
b. eligible for coverage under this Policy as an Employee.

Under certain circumstances, an incapacitated child is also a Depen­
dent. See the Incapacitated Children section of this Policy.

An Employee's "unmarried Dependent child" includes:
a. his or her legally adopted children,
b. his or her step-children if such step-children depend on the

Employee for most of their support and maintenance, and
c. children under a court appointed guardianship.

[Carrier) treats a child as legally adopted from the time the child is
placed in the home for purpose of adoption. [Carrier) treats such a child
this way whether or not a final adoption order is ever issued.

Incapacitated Children
An Employee may have an unmarried child with a mental or physical

incapacity, or developmental disability, who is incapable of earning a
living. Subject to all of the terms of this section and '[the plan)' *this
Policy*, such a child may stay eligible for Dependent health benefits
past this Policy's age limit.

The child will stay eligible as long as the child stays unmarried and
incapable of earning a living, if:

a. the child's condition started before he or she reached this Policy's
age limit;
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b. the child became insured by this Policy *or any other policy* before
the child reached the age limit, and stayed continuously insured
'[until]' *after* reaching such limit; and

c. the child depends on the Employee for most of '[their]' *his or
her* support and maintenance.

But, for the child to stay eligible, the Employee must send [Carrier]
written proof that the child is incapacitated and depends on the
Employee for most of his or her support and maintenance. The
Employee has 31 days from the date the child reaches the age limit to
do this. [Carrier] can ask for periodic proof that the child's condition
continues. But, after two years, [Carrier] cannot ask for this more than
once a year.

The child's coverage ends when the Employee'S does.

Enrollment Requirement
An Employee must enroll his or her eligible Dependents in order for

them to be covered under this Policy. [Carrier] considers an eligible
Dependent to be a Late Enrollee, if the Employee:

a. enrolls a Dependent and agrees to make the required payments
'[after the end of the enrollment period]' *more than [30] days
after the Dependent's Eligibility Date*;

b. in the case of a Newly Acquired Dependent, other than the first
newborn child, has other eligible Dependents who the Employee
has not elected to enroll; or

c. in the case of a Newly Acquired Dependent, has other eligible
Dependents whose coverage previously ended because the
Employee failed to make the required contributions, or otherwise
chose to end such coverage.

Late Enrollees are subject to this Policy's Pre-Existing Conditions
limitations section, if any applies.

If the Employee's dependent coverage ends for any reason, including
failure to make the required payments, his or her Dependents will be
considered Late Enrollees when their coverage begins again.

However, if the Employee previously waived coverage for the
Employee's spouse or eligible Dependent children under this Policy *and
stated at that time that such waiver was* because they were covered
under another group plan, and the Employee now elects to enroll them
in this Policy, the Dependent will not be considered a Late Enrollee,
provided the Dependent's coverage under the other plan ends due to
one of the following events:

a. termination of employment;
b. divorce;
c. death of the Employee's spouse; or
d. termination of the other plan's coverage.

But, the Employee's spouse or eligible Dependent children must be
enrolled by the Employee within 90 days of the date that any of the
events described above occur. *Coverage will take effect as of the date
one of the above events occurs.*

And, [Carrier] will not consider an Employee's spouse or eligible
Dependent children for which the Employee initially waived coverage
under this Policy, to be a Late Enrollee, if:

a. the Employee is under legal obligation to provide coverage due
to a court order; and

b. the Employee's spouse or eligible Dependent children are enrolled
by the Employee within 30 days of the issuance of the court order.

Coverage will take effect as of the date '[he or she becomes eligible]'
*required pursuant to a court order*.

When Dependent Coverage Starts
In order for an Employee's dependent coverage to begin the Employee

must already be insured for Employee coverage or enroll for Employee
and Dependent Coverage at the same time. Subject to the exception
stated below and to all of the terms of this Policy, the date an Employee'S
dependent coverage starts depends on when the Employee elects to
enroll the Employee's Initial Dependents and agrees to make any re­
quired payments.

If the Employee does this '[on or before the Employee's]' *within
[30] days of the Dependent's* Eligibility Date, the Dependent's Coverage
is scheduled to start on the later of:

a. the '[Employee's]' *Dependent's* Eligibility Date, or
b. the date the Employee becomes insured for Employee coverage.
If the Employee does this '[within or after the enrollment period,

the]' *more than [30] days after the Dependent's Eligibility Date,
[Carrier] will consider the Dependent a Late Enrollee*. Coverage is
scheduled to start on the later of:

a. the date the Employee signs the enrollment form; or
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b. the date the Employee becomes insured for Employee coverage.
Once an Employee has dependent coverage for Initial Dependents,

the Employee must notify [Carrier] of a Newly Acquired Dependent
within '[the enrollment period]' *[30] days after the Dependent's
Eligibility Date*. If the Employee does not, the Newly Acquired Depen­
dent is a Late Enrollee.

A Newly Acquired Dependent other than a newborn child will be
covered from the later of:

a. the date the Employee notifies [Carrier] and agrees to make any
additional payments, or

b. the '[date]' *Dependent's Eligibility Date* for the Newly Acquired
Dependent '[is first eligible]'.

Exception: If a Dependent, other than a newborn child, is confined to
a Hospital or other health care Facility; or is home confined on the date
the Employee's Dependent health benefits would otherwise start, [Car­
rier] will postpone the Effective Date of such benefits until the later
of: the day after the Dependent's discharge from such Facility or until
home confinement ends.

Newborn Children
[Carrier] will cover an Employee's newborn child for 31 days from

the date of birth. Health benefits may be continued beyond such 31 day
period as stated below:

a. If the Employee is already covered for Dependent child coverage
on the date the child is born, coverage automatically continues
beyond the initial 31 days, provided the premium required for
Dependent child coverage continues to be paid.

b. If the Employee is not covered for Dependent child coverage on
the date the child is born, the Employee must:

• make written request to enroll the newborn child; and
• pay the premium required for Dependent child coverage

within 31 days after the date of birth.
If the request is not made and the premium is not paid within such

31 day period, the newborn child will be a Late Enrollee.

When Dependent Coverage Ends:
A Dependent's insurance under this Policy will end on the first of

the following dates:
a. [the date] Employee coverage ends;
b. the date the Employee stops being a member of a class of

Employees eligible for such coverage;
c. the date this Policy ends;
d. the date Dependent coverage is terminated from this Policy for

all Employees or for an Employee's class.
e. the date an Employee fails to pay any required part of the cost

of Dependent coverage. It ends on the last day of the period for
which the Employee made the required payments, unless coverage
ends earlier for other reasons.

f. *at 12:01 a.m. on* the date the Dependent stops being an eligible
Dependent. '[This happens at 12:01 a.m. on the date:

• the child attains the Policy's age limit;
• the Dependent child marries;
• a step-child is no longer dependent on the Employee for

support and maintenance;
• a spouse's marriage ends in legal divorce or annulment.]'

Read this Policy carefully if Dependent coverage ends for any reason.
Dependents may have the right to continue certain group benefits for
a limited time. And divorced spouses have conversion rights.

PREFERRED PROVIDER ORGANIZATION PROVISIONS

The Employer, XYZ Health Care Network, and the [Carrier]
This Policy encourages a Covered Person to use services provided by

members of [XYZ Health Care Network a Preferred Provider Organiza­
tion (PPO).] A PPO is a network of health care providers located in
the Covered Person's geographical area. In addition to an identification
card, the Covered Person will periodically be given up-to-date lists of
[XYZ Health Care Network] preferred providers.

Use of the network is strictly voluntary, but [Carrier] generally pays
a higher level of benefits for most covered services and supplies furnished
to a Covered Person by [XYZ Health Care Network]. Conversely, [Car­
rier] generally pays a lower level of benefits when covered services and
supplies are not furnished by [XYZ Health Care Network] (even if an
[XYZ Health Care Network] Practitioner orders the services and sup-
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plies). Of course, a Covered Person is always free to be treated by any
Practitioner or Facility. And, he or she is free to change Practitioners
or Facilities at any time.

A Covered Person may use any [XYZ Health Care Network) Provider.
He or she just presents his or her [XYZ Health Care Network) identifica­
tion card to the [XYZ Health Care Network) Practitioner or Facility
furnishing covered services or supplies. Most [XYZ Health Care
Network) Practitioners and Facilities will prepare any necessary claim
forms for him or her, and submit the forms to [Carrier). The Covered
Person will receive an explanation of any insurance payments made by
this Policy. And if there is any balance due, the [XYZ Health Care
Network) Practitioner or Facility will bill him or her directly.

This Policy also has utilization review features. See the Utilization
Review Features section for details.

What [Carrier) pays is subject to all the terms of this Policy. The
Employee should read his or her certificate carefully and keep it available
when consulting a Practitioner.

See the Schedule for specific benefit levels, payment rates and payment
limits.

If an Employee has any questions after reading his or her Certificate,
he or she should call [Carrier) [Group Claim Office at the number shown
on his or her identification card).

[Note: Used only if coverage is offered as a PPO.)

POINT OF SERVICE PROVISIONS

Definitions
a. Pri"",TY Care Prtu:titioner (PCP) means the Practitioner the Covered

Person selects to supervise and coordinate his or her health care in the
[XYZ) Provider Organization. [Carrier) will supply a list of •[Practi­
tioners)' *PCPs* who are members of the [XYZ) Provider Organization
to the Covered Person.

b. Provider Organization (PO) means a network of health care
Providers located in a Covered Person's Service Area.

c. Network Benefits means the benefits shown in the Schedule which
are provided if the Primary Care Practitioner provides care, treatment,
services, and supplies to the Covered Person or if the Primary Care
Practitioner refers the Covered Person to another Provider for such care,
treatment, services, and supplies.

d. Out-Network Benefits mean the benefits shown in the Schedule which
are provided if the Primary Care Practitioner does not authorize the
care, treatment, services, and supplies.

e. Service Area means the geographical area which is served by the
Practitioners in the [XYZ) Provider Organization.

Provider Organization (PO)
The Provider Organization for this Policy is the [XYZ) Provider

Organization. This Policy requires that the Covered Person use the
services of a PCP, or be referred for services by a PCP, in order to
receive Network Benefits.

The Primary Care *[Physician] * *Practitioner* (PCP)
The PCP will supervise and coordinate the Covered Person's health

care in the [XYZ) PO. The PCP must authorize all services and supplies.
In addition, he or she will refer the Covered Person to the appropriate
Practitioner and Facility when Medically Necessary and Appropriate. The
Covered Person must obtain an authorized referral from his or her PCP
before he or she visits another Practitioner or Facility. Except in case
of a Medical Emergency, if the Covered Person does not comply with
these requirements, he or she '[will not)' *may only* be eligible for
*Out-*Network Benefits.

[Carrier) '[pays)' *provides* Network Benefits for covered services
and supplies furnished to a Covered Person when authorized by his or
her PCP. [Carrier) pays Out-Network Benefits when covered services
and supplies are not authorized by the PCP. If services or supplies are
obtained from [XYZ) Providers, but they are not authorized by the PCP,
*the Covered Person may only be eligible for* Out-Network Benefits
'[will be provided)'.

A Covered Person may change his or her PCP to another PCP [once
per month). He or she may select another PCP from the list of Practi­
tioners, and notify [XYZ) PO by [phone or in writing).

When a Covered Person uses the services of a PCP, he or she must
present his or her ID card and pay the Co-Payment. When a Covered
Person's PCP refers him or her to another [XYZ) PO Provider, the
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Covered Person must pay the Co-Payment to such Provider. [Most
[XYZ) PO Practitioners will prepare any necessary claim forms and
submit them to [Carrier).)

[Once per calendar year, a female Covered Person may use the services
of a [XYZ) PO gynecologist for a routine exam, without referral from
her PCP. She must obtain authorization from her PCP for any services
beyond a routine exam and tests.)

Out-Network Services
If a Covered Person uses the services of a Provider without having

been referred by his or her PCP, he or she will not be eligible for
Network Benefits. For services which have not been referred by the
Covered Person's PCP, whether provided by an [XYZ) PO Provider or
otherwise, *the Covered Person may only be eligible for* Out-Network
Benefits '[will be paid)'.

Emergency Services
If a Covered Person requires services for a Medical Emergency which

occurs inside the PO Service Area, he or she must notify and obtain
authorization from his or her PCP within 48 hours or as soon as
reasonably possible thereafter.

Emergency room vists to PO Facilities are subject to a Co-Payment,
and such visits must be retrospectively reviewed [by the PCP). [Carrier)
will waive the emergency room Co-Payment if the Covered Person is
hospitalized within 24 hours of the visit.

If a Covered Person requires services for a Medical Emergency outside
the PO Service Area, the PCP must be notified within 48 hours or as
soon as reasonably possible thereafter. Follow-up care is limited to the
medical care necessary before the Covered Person can return to the
*PO* Service Area '[of the EPO)·.

Utilization Review
This Policy has utilization features. See the Utilization Review Features

section of this Policy.

Benefits
The Schedule shows Network Benefits, Out-Network Benefits, and Co­

Payments applicable to the Point of Service arrangement.
What [Carrier) pays is subject to all the terms of this Policy.

[Note: Used only if coverage is issued as POS.)

HEALTH BENEFITS INSURANCE
This health benefits insurance will pay many of the medical expenses

incurred by a Covered Person.
Note: [Carrier] payments will be reduced or eliminated if a Covered

Person does not comply with the Utilization Review and Pre-Approval
requirements contained in this Policy.

BENEFIT PROVISION
The Cash Deductible

Each Calendar Year, each Covered Person must have Covered
Charges that exceed the Cash Deductible before [Carrier) pays any
benefits to that person. The Cash Deductible is shown in the Schedule.
The Cash Deductible cannot be met with Non-Covered Charges. Only
Covered Charges incurred by the Covered Person while insured by this
Policy can be used to meet this Cash Deductible.

Once the Cash Deductible is met, [Carrier) pays benefits for other
Covered Charges above the Cash Deductible incurred by that Covered
Person, less any applicable Co-Insurance or Co-Payments, for the rest
of that Calendar Year. But all charges must be incurred while that
Covered Person is insured by this Policy. And what [Carrier] pays is
based on all the terms of this Policy.

Family Deductible Limit
This Policy has a family deductible limit of two Cash Deductibles for

each Calendar Year. Once two Covered Persons in a family meet their
individual Cash Deductibles in a Calendar Year, [Carrier) pays benefits
for other Covered Charges incurred by any member of the covered
family, less any applicable Co-Insurance or Co-Payments, for the rest
of that Calendar Year. What [Carrier) pays is based on all the terms
of this Policy.

Co-Insurance Cap
This Policy limits Co-Insurance amounts each Calendar Year except

as stated below. The Co-Insurance Cap cannot be met with:
a. Non-Covered Charges;
b. Cash Deductibles; and
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c. Co-Payments.
There is Co-Insurance Cap for each Covered Person.
The Co-Insurance Cap is shown in the Schedule.
Once the Covered Person's Co-Insurance amounts in a Calendar Year

exceed the individual cap, [Carrier] will waive his or her Co-Insurance
for the rest of that Calendar Year.

Payment Limits
[Carrier] limits what [Carrier] will pay for certain types of. c~arges.

[Carrier] also limits what [Carrier] will pay for all Illness or InJun~s ~or

each Covered Person's Per Lifetime. See the Schedule for these hmlts.

Benefits From Other Plans
The benefits [Carrier] will pay may be affected by a Covered Person

being covered by 2 or more plans or policies. Read the provision
Coordination of Benefits to see how this works.

The benefits [Carrier] will pay may also be affected by Medicare. Read
the "[How This Policy Interacts With]* Medicare *as Secondary Payor*
section for an explanation of how this works.

If This Plan Replaces Another Plan
The Employer who purchased this Policy may have purchased it to

replace a plan the Employer had with some other insurer.
The Covered Person may have incurred charges for covered expenses

under the Employer's old plan before it ended. If so, these charges will
be used to meet this Policy's Cash Deductible if:

a. the charges were incurred during the Calendar Year in which this
Policy starts;

b. this Policy would have paid benefits for the charges, if this Policy
had been in effect;

c. the Covered Person was covered by the old plan when it ended
and enrolled in this Policy on its Effective Date; and

d. this Policy starts right after the old plan ends.

Extended Health Benefits
If this Policy ends, and a Covered Person is Totally Disabled on su~h

date, and under a Practitioner's care, [Carrier] will extend health benefits
for that person under this Policy as explained below. This is done at
no cost to the Covered Person.

[Carrier] will only extend benefits for Covered Charges due to the
disabling condition. The charges must be incurred before the ~xtens!on

ends. And what [Carrier] will pay is based on all the terms of thiS Pohcy.
[Carrier] does not pay for charg~s due to other conditions. A~d

[Carrier] does not pay for charges mcurred by other covered family
members.

The extension ends on the earliest of:
a. the date the Total Disability ends; or
b. one year from the date the person's insurance under this Policy

ends; or
c. the date the person has reached the payment limit for his or her

disabling condition.
The Employee must submit evidence to [~arrier]. that he or s?e or

his or her Dependent is Totally Disabled, If [Carner] requests It.

COVERED CHARGES
This section lists the types of charges [Carrier] will consider as Covered

Charges. But what [Carrier] will pay .is subject to all the .term~ ~f this
Policy. Read the entire Policy to fmd out what [Carner] hmlts or
excludes.

Charges while Hospitalized
[Carrier] covers charges incurred while a Covered Person is an Inpa­

tient in a Hospital up to 30 days per Covered Person per Calendar Year.
Covered Charges are as follows:

a. Hospital room and board
b. Routine Nursing Care
c. Prescription Drugs
d. Blood transfusions
e. Infusion Therapy
f. Chemotherapy
g. Radiation Therapy
h. Medically Necessary and Appropriate Hospital services and sup­

plies provided to the Covered Person during the Inpatient confine­
ment.

[Carrier] limits what it pays for each day to the room and board limit
shown in the Schedule.
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If a Covered Person incurs charges as an Inpatient in a Special Care
Unit, [Carrier] covers the charges the same way [Carrier] covers charges
for any Illness.

[Carrier] will also cover Outpatient Hospital services"[, including
services provided by a Hospital Outpatient clinic]".

Any charges in excess of the Hospital semi-private daily room and
board limit are a Non-Covered Charge. This Policy's utilization review
features have penalties for non-compliance that may reduce what [Car­
rier] pays for Hospital charges.
Note: [Carrier] covers charges for Inpatient Hospital care up to 30 days
per Covered Person per Calendar Year. Such 30 Inpatient days may
be exchanged for other types of care, as explained in the Extended Care
*[and] * *or* Rehabilitation Charges, Home Health Care Charges and
Hospice Charges sections.

Hospital Co-Payment Requirement
Each time a Covered Person is confined in a Hospital, he or she must

pay a $250 Co-Payment for each day of confinement, up to a ~aximum

of $1,250 per "[confinement]" *Period of Confinement*, subject to a
maximum $2,500 Co-Payment per Calendar Year.

Testing Charges
[Carrier] covers x-ray and laboratory tests needed for a pl~nned

Hospital admission or Surgery. [Carrier] only covers these tests If, the
tests are done on an Outpatient basis within seven days of the planned
admission or Surgery.

However, [Carrier] will not cover tests that are repeated after ad­
mission or before Surgery, unless the admission or Surgery is deferred
solely due to a change in the Covered Person's health.

*X-ray and laboratory tests which are not performed in connection
with a planned Hospital admission or Surgery are Non-Covered
Charges.*

Extended Care *[and]* *or* Rehabilitation Charges
Subject to [Carrier's] Pre-Approval, when Extended Care and Re­

habilitation care can take the place of Inpatient Hospital care, [Carrier]
covers such care provided to a Covered Person on an Inpatient basis
in an Extended Care Center or Rehabilitation Center. Each 2 days of
Extended Care and Rehabilitation Charges will reduce the number of
Inpatient Hospital days available to a Covered Person by 1 day. Charges
above the daily room and board limit are a Non-Covered Charge.

And [Carrier] covers all other Medically Necessary and Appropriate
services and supplies provided to a Covered Person during the confine­
ment. But the confinement must:

a. "[start within 2 days of a Hospital stay; and]" *(Reserved)*
b. be due to the same or a related condition that necessitated the

Hospital stay.
Extended Care *[and]* *or* Rehabilitation charges which are not Pre­

Approved by [Carrier] are Non-Covered Charges.

Home Health Care Charges
Subject to [Carrier's] Pre-Approval, when Home Health Care can. take

the place of Inpatient Hospital care, [Carrier] covers such care furmshed
to a Covered Person under a written home health care plan. Each 2
days of Home Health Care will reduce the number of Inpatient Hospital
days available to a Covered Person by 1 day. [Carrier] covers all Medical­
ly Necessary and Appropriate services or supplies, such as: ..

a. Routine Nursing Care (furnished by or under the superviSIOn of
a registered Nurse);

b. physical therapy;
c. occupational therapy;
d. medical social work;
e. nutrition services;
f. speech therapy;
g. home health aide services;
h. medical appliances and equipment, drugs and medications,

laboratory services and special meals; and
i. any Diagnostic or therapeutic service, including surgical services

performed in a Hospital Outpatient department, a Practitioner's
office or any other licensed health care Facility, provided such
service would have been covered under the Policy if performed
as Inpatient Hospital services. But, payment is subject to all of
the terms of this Policy and to the following conditions:

a. The Covered Person's Practitioner must certify that home
health care is needed in place of Inpatient care in a
recognized Facility.
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b. The services and supplies must be:
• ordered by the Covered Person's Practitioner;
• included in the home health care plan; and
• furnished by, or coordinated by, a Home Health Agency

according to the written home health care plan.
The services and supplies must be furnished by recognized
health care professionals on a part-time or intermittent basis,
except when full-time or 24 hour service is needed on a
short-term basis.

c. The home health care plan must be set up in writing by the
Covered Person's Practitioner within 14 days after home
health care starts. And it must be reviewed by the Covered
Person's Practitioner at least once very 60 days.

d. Each visit by a home health aide, Nurse, or other recognized
Provider whose services are authorized under the home
health care plan can last up to four hours.

e. [Carrier] does not pay for:
• services furnished to family members, other than the

patient; or
• services and supplies not included in the home health

care plan.
Home Health Care charges which are not Pre-Approved by [Carrier]

are Non-Covered Charges.

Practitioner's Charges for Non-Surgical Care and Treatment
[Carrier] covers Practitioner's charges for the Medically Necessary and

Appropriate non-surgical care and treatment of an Illness or Injury
"which are incurred while the Covered Person is an Inpatient in a
Hospital".

Practitioner's Charges for Surgery
[Carrier] covers Practitioner's charges for Medically Necessary and

Appropriate Surgery. [Carrier] does not pay for cosmetic Surgery.

Second Opinion Charges
[Carrier] covers Practitioner's charges for a second opinion and

charges for related x-rays and tests when a Covered Person is advised
to have Surgery or enter a Hospital. If the second opinion differs from
the first, [Carrier] covers charges for a third opinion. [Carrier] covers
such charges if the Practitioners who give the opinions:

a. are board certified and qualified, by reason of their specialty, to
give an opinion on the proposed Surgery or Hospital admission;

b. are not business associates of the Practitioner who recommended
the Surgery; and

c. in the case of a second surgical opinion, they do not perform the
Surgery if it is needed.

Ambulatory Surgical Center Charges
[Carrier] covers charges made by an Ambulatory Surgical Center in

connection with covered Surgery.

Hospice Care Charges
Subject to [Carrier] Pre-Approval, when Hospice Care can take the

place of Inpatient Hospital Care, [Carrier] covers charges made by a
Hospice for palliative and supportive care furnished to a terminally ill
"'or terminally injured" Covered Person under a Hospice care program.
Each 2 days of Hospice Care will reduce the number of Inpatient
Hospital days available to a Covered Person by 1 day.

"Palliative and supportive care" means care and support aimed mainly
at lessening or controlling pain or symptoms; it makes no attempt to
cure the Covered Person's terminal Illness "or terminal Injury".

"Terminally ill" "'or "terminally injured"" means that the Covered
Person's Practitioner has certified in writing that the Covered Person's
life expectancy is six months or less.

Hospice care must be furnished according to a written "hospice care
program". A "hospice care program" is a coordinated program with an
interdisciplinary team for meeting the special needs of the terminally
ill "or terminally injured" Covered Person. It must be set up and
reviewed periodically by the Covered Person's Practitioner.

Under a Hospice care program, subject to all the terms of this Policy,
[Carrier] covers any services and supplies including Prescription Drugs,
to the extent they are otherwise covered by this Policy. Services and
supplies may be furnished on an Inpatient or Outpatient basis.

The services and supplies must be:
a. needed for palliative and supportive care;
b. ordered by the Covered Person's Practitioner;

INSURANCE

c. included in the Hospice care program; and
d. furnished by, or coordinated by a Hospice.

[Carrier] does not pay for:
a. services and supplies provided by volunteers or others who do not

regularly charge for their services;
b. funeral services and arrangements;
c. legal or financial counseling or services; or
d. treatment not included in the Hospice care plan.

Hospice Care charges which are not Pre-Approved by [Carrier] are
Non-Covered Charges.

Pregnancy
This Policy pays for pregnancies the same way [Carrier] would cover

an Illness. The charges [Carrier] covers for a newborn child are explained
[on the next page.]

Birthing Center Charges
[Carrier] covers Birthing Center charges made by a Practitioner for

pre-natal care, delivery, and post partum care in connection with a
Covered Person's pregnancy. [Carrier] covers charges up to the daily
room and board limit for room and board shown in the Schedule when
Inpatient care is provided to a Covered Person by a Birthing Center.
But charges above the daily room and board limit are a Non-Covered
Charge.

[Carrier] covers all other Medically Necessary and Appropriate
services and supplies during the confinement.

Benefits for a Covered Newborn Child
[Carrier] covers charges for the child's routine nursery care while he

or she is in the Hospital or a Birthing Center. Charges are covered up
to a maximum of 7 days following the date of birth. This includes:

a. nursery charges;
b. charges for routine Practitioner's examinations and tests; and
c. charges for routine procedures, like circumcision.

Subject to all of the terms of this Policy, [Carrier] covers the care
and treatment of a covered newborn child if he or she is Ill, Injured,
premature, or born with a congenital birth defect.

Anesthetics
[Carrier] covers anesthetics and their administration.

COVERED CHARGES WITH SPECIAL LIMITATIONS
The following "Pre-Existing Conditions" and "Continuity of Cov­

erage" provisions only apply to Policies issued to Employers of at least
two but not more than five Employees. These provisions also apply to
"Late Enrollees" under the Policies issued to any Small Employer.
However, this provision does not apply to Late Enrollees if 10 or more
Late Enrollees request enrollment during any "["30"']'" day enrollment
period provided for in this Policy. See this Policy's EMPLOYEE COV­
ERAGE and DEPENDENT COVERAGE sections to determine if a
Covered Person is a Late Enrollee. "The "Pre-existing Conditions"
provision does not apply to a Dependent who is an adopted child or
who is a child placed for adoption if the Employee enrolls the Dependent
and agrees to make the required payments within [30) days after the
Dependent's Eligibility Date.'"

Pre-Existing Conditions
A Pre-Existing Condition is an Illness or Injury which manifests itself

in the six months before a Covered Person's coverage under this Policy
starts, and for which:

a. a Covered Person sees a Practitioner, takes Prescribed Drugs,
receives other medical care or treatment or had medical care or
treatment recommended by a Practitioner in the six months before
his or her coverage starts; or

b. an ordinarily prudent person would have sought medical advice,
care or treatment in the six months before his or her coverage
starts.

A pregnancy which exists on the date a Covered Person's coverage
starts is also a Pre-Existing Condition.

[Carrier] does not pay benefits for charges for Pre-Existing Conditions
until the Covered Person has been continuously covered by this Policy
for 180 days.

This limitation does not affect benefits for other unrelated conditions,
or birth defects in a covered Dependent child. And [Carrier] waives this
limitation for a Covered Person's Pre-Existing Condition if the condition
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was payable under another [Carrier] group plan which insured the
Covered Person right before the Covered Person's coverage under this
Policy started. The next section shows other exceptions.

Continuity of Coverage
A new Covered Person may have been covered under a previous

employer group health benefits plan prior to enrollment in this Policy.
When this happens, [Carrier] gives credit for the time he or she was
covered under the previous plan to determine if a condition is Pre­
Existing. [Carrier] goes back to the date his or her coverage under the
previous plan started. But the Employee's active Full-Time service with
the Employer must start within 90 days of the date his or her coverage
under the previous plan ended. And the person must sign and complete
his or her enrollment form within 30 days of the date the Employee's
active Full-Time service begins. Any condition arising between the date
his or her coverage under the previous plan ends and the date his or
her coverage under this Policy starts is Pre-Existing. [Carrier] does not
cover any charges actually incurred before the person's coverage under
this Policy starts. If the Employer has included an eligibility waiting
period in this Policy, an Employee must still meet it, before becoming
insured.

Private Duty Nursing Care
[Carrier] only covers charges by a Nurse for Medically Necessary and

Appropriate private duty nursing care, if such care is authorized as part
of a horne health care plan, coordinated by a Horne Health Agency,
and covered under the Horne Health Care Charges section. Any other
charges for private duty nursing care are a Non-Covered Charge.

Therapy Services
Therapy Services mean the following services or supplies, ordered by

a Practitioner and used to treat, or promote recovery from, an Injury
or Illness:

[Carrier] covers the Therapy Services listed below when provided on
either an Inpatient or on an Outpatient basis.

a. Chemotherapy-the treatment of malignant disease by chemical or
biological antineoplastic agents.

b. Radiation Therapy-the treatment of disease by x-ray, radium,
cobalt, or high energy particle sources. Radiation therapy includes rental
or cost of radioactive materials. Diagnostic Services requiring the use
of radioactive materials are not radiation therapy.

[Carrier] covers the therapy Services listed below but only when
provided on an Inpatient basis.

c. Chelation Therapy-means the administration of drugs or chemicals
to remove toxic concentrations of metals from the body.

d. Respiration Therapy-the introduction of dry or moist gases into
the lungs.

e. Cognitive Rehabilitation Therapy-the retraining of the brain to
perform intellectual skills which it was able to perform prior to disease,
trauma, Surgery'[, congenital anomaly]' or previous therapeutic process
*; or the training of the brain to perform intellectual skills it should
have been able to perform if there were not a congenital anomaly*.

f. Speech Therapy-treatment for the correction of a speech impair­
ment resulting from Illness, Surgery, Injury, congenital anomaly, or
previous therapeutic processes.

g. Occupational Therapy-treatment to restore a physically disabled
person's ability to perform the ordinary tasks of daily living.

h. Physical Therapy-the treatment by physical means to relieve pain,
restore maximum function, and prevent disability following disease, In­
jury or loss of limb.

Coverage'[s]' for Occupational Therapy and Physical Therapy, com­
bined, is limited to 30 visits per Calendar Year.

i. Infusion Therapy- the administration of antibiotic, nutrients, or
other therapeutic agents by direct infusion.

Preventive Care
[Carrier] covers charges for routine physical examinations including

related laboratory tests and x-rays. [Carrier] also covers charges for
immunizations and vaccines, well baby care, pap smears, mammography
and screening tests. But [Carrier] limits what [Carrier) pays each Calen­
dar Year to $100 per Covered Person $300 per Covered Family.

'[IMPORTANT NOTICE
This Policy has utilization review features. Under these features,

[ABC-Systems, a health care review organization] reviews Hospital
admissions and Surgery performed outside of a Practitioner's Office [for
Carrier]. These features must be complied with if a Covered Person:

ADOPTIONS

a. is admitted as an Inpatient to a Hospital, or
b. is advised to enter a Hospital or have Surgery performed outside

of a Practitioner's office. If a Covered Person does not comply
with these utilization review features, he or she will not be eligible
for full benefits under this Policy. See the Utilization Review
Features section for details.

This Policy has alternate treatment features. Under these features,
[DEF, a Case Coordinator] reviews a Covered Person's medical needs
in clinical situations with the potential for catastrophic claims to de­
termine whether alternative treatment may be available and appropriate.
See the Alternate Treatment Features section for details.

This Policy has centers of excellence features. Under these features,
a Covered Person may obtain necessary care and treatment from
Providers with whom [Carrier] has entered into agreements. See the
Centers of Excellence Features section for details.

What [Carrier] pays is subject to all of the terms of this Policy. Read
this Policy carefully and keep it available when consulting a Practitioner.

If an Employee has any questions after reading this Policy he or she
should [call The Group Claim Office at the number shown on his or
her identification card.]

UTILIZATION REVIEW FEATURES
Important Notice: If a Covered Person does not comply with this

Policy's utilization review features, be or sbe will not be eligible for full
benefits under tbis Policy.

Compliance with this policy's utilization review features does not
guarantee what [Carrier] will pay for Covered Charges. What [Carrier]
pays is based on:

a. the Covered Charges actually incurred;
b. the Covered Person being eligible for coverage under this Policy

at the time the Covered Charges are incurred; and
c. the Cash Deductible, Co-Payment and Co-Insurance provisions,

and all of the other terms of this Policy.

Definitions
"Hospital admission" means admission of a Covered Person to a

Hospital as an Inpatient for Medically Necessary and Appropriate care
and treatment of a Illness or Injury.

[Carrier] calls a Hospital admission or Surgery "emergency" if, after
an evaluation of the Covered Person's condition, the attending Practi­
tioner determines that failure to make the admission or perform the
Surgery immediately would pose a serious threat to the Covered Person's
life or health. A Hospital admission or Surgery made or performed for
the convenience of Practitioners or patients is not an emergency.

By "covered professional charges for Surgery" [Carrier] means Cov­
ered Charges that are made by a Practitioner for performing Surgery.
Any surgical charge which is not a Covered Charge under the terms
of this Policy is not payable under this Policy.

"Regular working day" means [Monday through Friday from 9 a.m.
to 9 p.m. Eastern Time,] not including legal holidays.

Grievance Procedure
[If a Covered Person is not satisfied with a utilization review decision,

the Covered Person or the Covered Person's Practitioner may appeal
such decision by calling [ABC]. A Nurse reviewer will collect any ad­
ditional medical information required and submit the case to a second
[ABC] medical review physician. This physician will discuss the case with
the physician reviewer who made the initial decision. The second medical
review physician will then discuss the case with the Covered Person's
Practitioner. The Covered Person's Practitioner is then notified of the
appeal's recommendation and referred to the [Carrier] for any further
appeals.]

REQUIRED HOSPITAL STAY REVIEW
Important Notice: If a Covered Person does not comply with these

Hospital stay review features, he or she will not be eligible for full
benefits under this Policy.

Notice of Hospital Admission Required
[Carrier] requires notice of all Hospital admissions. The times and

manner in which the notice must be given is described below. When
a Covered Person does not comply with the requirements of this section
[Carrier] reduces what it pays for covered Hospital charges as a penalty.

Pre-Hospital Review
All non-emergency Hospital admissions must be reviewed by [ABC]

before they occur. The Covered Person or the Covered Person's Practi-
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tioner must notify [ABC] and request a pre-hospital review. [ABC] must
receive the notice and request as soon as possible before the admission
is scheduled to occur. For a maternity admission, a Covered Person or
his or her Practitioner must notify [ABC] and request a pre-hospital
review at least [60 days] before the expected date of delivery, or as soon
as reasonably possible.

When [ABC] receives the notice and request, [they] evaluate:
a. the Medical Necessity and Appropriateness of the Hospital ad­

mission
b. the anticipated length of stay and
c. the appropriateness of health care alternatives, like home health

care or other out-patient care.
[ABC] notifies the Covered Person's Practitioner, [by phone, of the

outcome of their review. And [they] confirm the outcome of [their]
review in writing.]

If [ABC] authorizes a Hospital admission, the authorization is valid
for:

a. the specified Hospital;
b. the named attending Practitioner; and
c. the authorized length of stay.

The authorization becomes invalid and the Covered Person's ad-
mission must be reviewed by [ABC] again if:

a. he or she enters a Facility other than the specified Facility
b. he or she changes attending Practitioners; or
c. more than [60 days] elapse between the time he or she obtains

authorization and the time he or she enters the Hospital, except
in the case of a maternity admission.

Emergency Admission
[ABC] must be notified of all emergency admission by phone. This

must be done by the Covered Person or the Covered Person's Practi­
tioner no later than the end of the next regular working day, or as soon
as possible after the admission occurs.

When [ABC] is notified [by phone,] they require the following informa­
tion:

a. the Covered Person's name, social security number and date of
birth;

b. the Covered Person group plan number;
c. the reason for the admission;
d. the name and location of the Hospital;
e. when the admission occurred; and
f. the name of the Covered Person's Practitioner.

Continued Stay Review
The Covered Person, or his or her Practitioner, must request a con­

tinued stay review for any emergency admission. This must be done at
the time [ABC] is notified of such admission.

The Covered Person, or his or her Practitioner, must also initiate a
continued stay review whenever it is Medically Necessary and Ap­
propriate to change the authorized length of a Hospital stay. This must
be done before the end of the previously authorized length of stay.

[ABC] also has the right to initiate a continued stay review of any
Hospital admission. And [ABC] may contact the Covered Person's Practi­
tioner or Hospital by phone or in writing.

In the case of an emergency admission, the continued stay review
evaluates:

a. the Medical Necessity and Appropriateness of the Hospital ad­
mission;

b. the anticipated length of stay; and
c. the appropriateness of health care alternatives.

In all other cases, the continued stay review evaluates:
a. the Medical Necessity and Appropriateness of extending the

authorized length of stay; and
b. the appropriateness of health care alternatives.

[ABC] notifies the Covered Person's Practitioner [by phone, of the
outcome of the review. And [ABC] confirms the outcome of the review
in writing.] The notice always includes any newly authorized length of
stay.

Penalties for Non·Compliance
In the case of a non-emergency Hospital admission, as a penalty for

non-compliance, [Carrier] reduces what it pays for covered Hospital
charges, by 50% if:

a. the Covered Person does not request a pre-hospital review; or
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b. the Covered Person does not request a pre-hospital review as soon
as reasonably possible before the Hospital admission is scheduled
to occur; or

c. [ABC's] authorization becomes invalid and the Covered Person
does not obtain a new one; or

d. [ABC] does not authorize the Hospital admission.
In the case of an emergency admission, as a penalty for non-com­

pliance, [Carrier] reduces what it pays for covered Hospital charges by
50%, if:

a. [ABC] is not notified of the admission at the times and in the
manner described above; or

b. the Covered Person does not request a continued stay review.
The penalty applies to covered Hospital charges incurred after the

applicable time limit allowed for giving notice ends.
For any Hospital admission, if a Covered Person stays in the Hospital

longer than [ABC] authorizes, [Carrier] reduces what it pays for covered
Hospital charges incurred after the authorized length of stay ends by
50% as a penalty for non-compliance.

Penalties cannot be used to meet this Policy's:
a. Cash Deductible; or
b. Co-Insurance Caps.

REQUIRED PRE-SURGICAL REVIEW
Important Notice: If a Covered Person does not comply with these

pre-surgical review features, he or she will not be eligible for full benefits
under this Policy.

[Carrier] requires a Covered Person to get a pre-surgical review for
any non-emergency procedure performed outside of a Practitioner's
office. When a Covered Person does not comply with the requirements
of this section [Carrier] reduces what it pays for covered professional
charges for Surgery, as a penalty.

The Covered Person, or his or her Practitioner, must request a pre­
surgical review from [ABC]. [ABC] must receive the request at least
24 hours before the Surgery is scheduled to occur. If the Surgery is being
done in a Hospital, on an inpatient basis, the pre-surgical review request
should be made at the same time as the request for a pre-hospital review.

When [ABC] receives the request, they evaluate the Medical Necessity
and Appropriateness of the Surgery and they either:

a. approve the proposed Surgery, or
b. require a second surgical opinion regarding the need for the

Surgery.
[ABC] notifies the Covered Person's Practitioner, [by phone, of the

outcome of the review. [ABC] also confirms the outcome of the review
in writing.]

Required Second Surgical Opinion
If [ABC's] review does not confirm the Medical Necessity and Ap­

propriateness of the Surgery, the Covered Person must obtain a second
surgical opinion in order to get full benefits under this Policy. If the
second opinion does not confirm the medical necessity of the Surgery,
the Covered Person may obtain a third opinion, although he or she is
not required to do so.

[ABC] will give the Covered Person a list of Practitioners in his or
her area who will give a second opinion. The Covered Person may get
the second opinion from a Practitioner on the list, or from a Practitioner
of his or her own choosing, if the Practitioner:

a. is board certified and qualified, by reason of his or her specialty,
to give an opinion on the proposed Surgery;

b. is not a business associate of the Covered Person's Practitioner;
and

c. does not perform the Surgery if it is needed.
[ABC] gives second opinion forms to the Covered Person. The Practi­

tioner he or she chooses fills them out, and then returns them to [ABC].
[Carrier] covers charges for additional surgical opinions, including

charges for related x-ray and tests. But what [Carrier] pays is based on
all the terms of this Policy, except, these charges are not subject to the
Cash Deductible or co-Insurance.

Pre-Hospital Review
If the proposed Surgery is to be done on an Inpatient basis, the

Required Pre-Hospital Review section must be complied with. See the
Required Pre-Hospital Review section for details.

Penalties for Non·Compliance
As a penalty for non-compliance, [Carrier] reduces what it pays for

covered professional charges, for Surgery by 50% if:
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a. the Covered Person does not request a pre-surgical review; or
b. [ABC] is not given at least 24 hours to review and evaluate the

proposed Surgery; or
c. [ABC] requires additional surgical opinions and the Covered

Person does not get those opinions before the Surgery is done;
d. [ABC] does not confirm the need for Surgery.

But there is no penalty when the additional opinions do not confirm
the need for the Surgery, and the Surgery is done anyway.

Penalties cannot be used to meet this Policy's:
a. Cash Deductible; or
b. Co-Insurance Caps.

ALTERNATE TREATMENT FEATURES
Important Notice: No Covered Person is required, in any way, to accept
an Alternate Treatment Plan recommended by [DEF].

Definitions
"Alternate Treatment" means those services and supplies which meet

both of the following tests:
a. They are determined, in advance, by [DEF] to be Medically

Necessary and Appropriate and cost effective in meeting the long
term or intensive care needs of a Covered Person in connection
with a Catastrophic Illness or Injury.

b. Benefit for charges incurred for the services and supplies would
not otherwise by payable under this Policy.

"Catastrophic Illness or Injury" means one of the following:
a. head injury requiring an Inpatient stay
b. spinal cord Injury
c. severe burn over 20% or more of the body
d. multiple injuries due to an accident
e. premature birth
f. CVA or stroke
g. congenital defect which severely impairs a bodily function
h. brain damage due to either an accident or cardiac arrest or result-

ing from a surgical procedure
i. terminal Illness, with a prognosis of death within 6 months
j. Acquired Immune Deficiency Syndrome (AIDS)
k. chemical dependency
I. mental, nervous and psychoneurotic disorders

m. any other Illness or Injury determined by [DEF] or [Carrier] to
be catastrophic.

Alternate Treatment Plan
[DEF] will identify cases of Catastrophic Illness or Injury. The ap­

propriateness of the level of patient care given to a Covered Person
as well as the setting in which it is received will be evaluated. In order
to maintain or enhance the quality of patient care for the Covered
Person, [DEF] will develop an Alternate Treatment Plan.

An Alternate Treatment Plan is a specific written document, developed
by [DEF] through discussion and agreement with:

a. the Covered Person, or his or her legal guardian, if necessary;
b. the Covered Person's attending Practitioner; and
c. [Carrier].

The Alternate Treatment Plan includes;
a. treatment plan objectives;
b. course of treatment to accomplish the stated objectives;
c. the responsibility of each of the following parties in implementing

the plan:
• [DEF]
• attending Practitioner
• Covered Person
• Covered Person's family, if any; and

d. estimated cost and savings.
If [Carrier], [DEF], the attending Practitioner, and the Covered Person

agree [in writing,] on an Alternate Treatment Plan, the services and
supplies required in connection with such Alternate Treatment Plan will
be considered as Covered Charges under the terms of this Policy.

The agreed upon alternate treatment must be ordered by the Covered
Person's Practitioner.

Benefits payable under the Alternate Treatment Plan will be con­
sidered in the accumulation of any Calendar Year and per lifetime
maximums.

Exclusion
Alternate Treatment does not include services and supplies that [Car­

rier] determines to be Experimental or Investigational.
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CENTERS OF EXCELLENCE FEATURES
Important Notice: No Covered Person is required, in any way, to receive
medical care and treatment at a Center of Excellence.

Definitions
"Center of Excellence" means a Provider that has entered into an

agreement with [Carrier] to provide health benefit services for specific
procedures. The Centers of Excellence are [identified in the Listing of
Centers of Excellence.]

"Pre-Screening Evaluation" means the review of past and present
medical records and current x-ray and laboratory results by the Center
of Excellence to determine whether the Covered Person is an appropriate
candidate for the Procedure.

"Procedure" means one or more surgical procedures or medical thera­
py performed in a Center of Excellence.

Covered Charges
In order for charges to be Covered Charges, the Center of Excellence

must:
a. perform a Pre-Screening Evaluation; and
b. determine that the Procedure is Medically Necessary and Ap­

propriate for the treatment of the Covered Person.
Benefits for services and supplies at a Center of Excellence will be

[subject to the terms and conditions of this Policy. However, the Utiliza­
tion Review Features will not apply.]]'

EXCLUSIONS
Payment will not be made for any charges incurred for or in connec­

tion with:
Care or treatment by means of acupuncture except when used as a

substitute for other forms of anesthesia.
Care or treatment of alcohol abuse.
Services for ambulance for transportation.
Blood or blood plDsma which is replaced by or for a Covered Person.
Care and/or treatment by a Christian Science Practitioner.
Completion of claim forms.
Services or supplies related to cosmetic surgery, except as otherwise

stated in this Policy, unless it is required as a result of an *IIIness or*
Injury sustained while covered under this Policy or to correct a functional
defect resulting from a congenital abormality or developmental anomaly;
complications of cosmetic surgery; drugs prescribed for cosmetic
purposes.

Services related to custodial or domiciliary care.
Dental care or treatment, including appliances.
Charges made by a dialysis center for dialysis services.
Durable Medical Equipment
Services or supplies, the primary purpose of which is educational

providing the Covered Person with any of the following: training in the
activities of daily living; instruction in scholastic skills such as reading
and writing; preparation for an occupation; or treatment for learning
disabilities.

Care or treatment in an emergency room unless the Covered Person
is admitted within 24 hours.

Experimental or Investigational treatments, procedures, hospitalizations,
drugs, biological products or medical devices.

Extraction of teeth, except for bony impacted teeth.
Services or supplies for or in connection with:
a. exams to determine the need for (or changes of) eyeglDsses or lenses

of any type;
b. eyeglasses or lenses of any type except initial replacements for loss

of the natural lense; or
c. eye surgery such as radial keratotomy, when the primary purpose

is to correct myopia (nearsightedness), hyperopia (farsightedness)
or astigmation (blurring).

Services or supplies provided by one of the following members of the
Employee's family: spouse, child, parent, in-law, brother, sister or
grandparent.

Care and or treatment to enhance fertility using artificial and surgical
drugs and procedures, including, but not limited to, invitro fertilization,
invivo fertilization or gamete-intrafallopian-transfer (GIFT); surrogate
motherhood.

Services or supplies related to Hearing aids *and* hearing *[examina­
tions or fitting of]' *exams to determine the need for* hearing aids *or
the need to adjust them*.

Services or supplies related to Herbal medicine.
Care or treatment by means of high dose chemotherapy.
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Services or supplies related to Hypnotism.
Services or supplies because the Covered Person engaged, or tried

to engage, in an iUegal occupation or committed or tried to commit a
felony.

mness or Injury, including a condition which is the result of disease
or bodily infirmity, which occurred on the job and which is covered or
could have been covered for benefits provided under workers' compensa­
tion, employer's liability, occupational disease or similar law;

Local anesthesia charges billed separately if such charges are included
in the fee for the Surgery.

Care and treatment for Mental and Ne",ous Conditions and Substance
Abuse.

Membership costs for health clubs, weight loss clinics and similar pro­
grams.

Services and supplies related to marriage, career or financial counseling,
sex therapy or family therapy, nutritional counseling and related services.

Supplies related to Methadone maintenance.
Any charge identified as a Non-Covered Charge or which are specifically

limited or excluded elsewhere in this Policy, or which are not Medically
Necessary and Appropriate.

Non-prescription drugs or supplies, except insulin needles and syringes.
Services provided by a licensed pastoral counselor in the course of his

or her normal duties as a religious.
Personal convenience or comfort items including, but not limited to,

such items as TV's, telephones, first aid kits, exercise equipment, air
conditioners, humidifiers, saunas, hot tubs.

Podiatric care.
Practitioner visits, except as ·otherwise· stated in "[the Preventive Care

section of]' this Policy.
Prescription Drugs obtained while not confined in a Hospital on an

Inpatient basis.
Services or supplies that are not furnished by an eligible Provider.
Services related to Private-Duty Nursing care, except as provided under

the Home Health Care section of this Policy.
Prosthetic Devices.
The amount of any charge which is greater than a Reasonable and

Cusromary Charge.
Services or supplies related to rest or convalescent cures.
Room and board charges for a Covered Person in any Facility for any

period of time during which he or she was not physically present ov­
ernight in the Facility.

Except as stated in the Preventive Care section, Routine examinations
or preventive care, including related x-rays and laboratory tests, except
where a specific Illness or Injury is revealed or where a definite
symptomatic condition is present; pre-marital or similar examinations or
tests not required to diagnose or treat Illness or Injury.

Services or supplies related to Routine Foot Care.
Self-administered se",ices such as: biofeedback, patient-controlled

analgesia on an Outpatient basis, related diagnostic testing, self-care and
self-help training.

Services provided by a social worker, except as otherwise stated in this
Policy.

Se",ices or supplies:
a. eligible for payment under either federal or state programs (except

Medicaid). This provision applies whether or not the Covered
Person asserts his or her rights to obtain this coverage or payment
for these services;

b. for which a charge is not usually made, such as a Practitioner
treating a professional or business associate, or services at a public
health fair;

c. for which a Covered Person would not have been charged if he
or she did not have health care coverage;

d. provided by or in a government Hospital unless the services are
for treatment:

• of a non-service Medical Emergency; or
• by a Veterans' Administration Hospital of a non-service

related Illness or Injury;
Smoking cessation aids of all kinds and the services of stop-smoking

providers.
Stand-by se",ices required by a Provider.
Sterilization reversal-services and supplies rendered for reversal of

sterilization.
Surgery, sex hormones, and related medical, psychological and

psychiatric services to change a Covered Person's sex; services and
supplies arising from complications of sex transformation.
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Telephone consultations.
Therapeutic Manipulation.
Transplants.
Transportation; traveI.
VISion therapy.
Vttamins and dietary supplements.
Services or supplies received as a result of a war, delcared or

undeclared; police actions; services in the armed forces or units auxiliary
thereto; or riots or insurrection.

Weight reduction or contro~ unless there is a diagnosis of morbid obesity;
special foods, food supplements, liquid diets, diet plans or any related
products.

Wigs, toupees, hair transplants, hair weaving or any drug ·if such drug
is· used in connection with baldness.

CONTINUATION RIGHTS

COORDINATION AMONG CONTINUATION RIGHTS SECTIONS
As used in this section, COBRA means the Consolidated Omnibus

Budget Reconciliation Act of 1985 as enacted, and later amended.
A Covered Person may be eligible to continue his or her group health

benefits under this Policy's COBRA CONTINUATION RIGHTS (CCR)
section and under other continuation sections of this Policy at the same
time.

Continuation Under CCR and NEW JERSEY GROUP CONTINU­
ATION RIGHTS (NIGCR): If a Covered Person is eligible to continue
his or her group health benefits under both this Policy's CCR and
NIGCR sections, he or she may elect to continue under CCR, but cannot
continue under NIGCR.

Continuation Under CCR and any other continuation section of this
Policy:

If a Covered Person elects to continue his or her group health benefits
under both this Policy's CCR and any other continuation sections, the
continuations:

a. start at the same time;
b. run concurrently; and
c. end independently on their own terms.

While covered under more than one continuation section, the Covered
Person:

a. will not be entitled to duplicate benefits; and
b. will not be subject to the premium requirements of more than one

section at the same time.

AN IMPORTANT NOTICE ABOUT CONTINUATION RIGHTS
The following COBRA CONTINUATION RIGHTS section may not

apply to the Employer's ·[plan]· ·Policy·. The Employee must contact
his or her Employer to find out if:

a. the Employer is subject to the COBRA CONTINUATION RIGHTS
section, ·[and therefore]· ·in which case·;

b. the section applies to the Employee.

COBRA CONTINUATION RIGHTS

Important Notice
Under this section, "qualified continuee" means any person who, on

the day before any event which would qualify him or her for continuation
under this section, is covered for group health benefits under this Poilcy
as:

a. an active, covered Employee;
b. the spouse of an active, covered Employee; or
c. the Dependent child of an active, covered Employee. Any person

who becomes covered under this Policy during a continuation
provided by this section is not qualified continuee.

If An Employee's Group Health Benefits Ends
If an Employee's group health benefits end due to his or her termina­

tion of employment or reduction of work hours, he or she may elect
to continue such benefits for up to 18 months, if:

a. he or she was not terminated due to gross misconduct; and
b. he or she is not entitled to Medicare.

The continuation:
a. may cover the Employee and any other qualified continuee; and
b. is subject to the When Continuation Ends section.

Extra Continuation for Disabled Qualified Continuees
If a qualified continuee is determined to be disabled under Title II

or Title XVI of the ·United States· Social Security Act on the date
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his or her group health benefits would otherwise end due to the
Employee's termination of employment or reduction of work hours, he
or she may elect to extend his or her 18 month continuation period above
for up to an extra 11 months.

To elect the extra 11 months of continuation, the qualified continuee
must give the Employer written proof of Social Security's determination
of his or her disability before the earlier of:

a. the end of the 18 month continuation period; and
b. 60 days after the date the qualified continuee is determined to

be disabled.
If, during this extra 11 month continuation period, the qualified con­

tinuee is determined to be no longer disabled under the Social Security
Act, he or she must notify the Employer within 30 days of such de­
termination, and continuation will end, as explained in the When Con­
tinuation Ends section.

An additional 50% of the total premium charge also may be required
from the '[Employee]' *qualified continuee* by the Employer during
this extra 11 month continuation period.

If An Employee Dies While Insured
If an Employee dies while insured, any qualified continuee whose

group health benefits would otherwise end may elect to continue such
benefits. The continuation can last for up to 36 months, subject to the
When Continuation Ends section.

If An Employee's Marriage Ends
If an Employee's marriage ends due to legal divorce or legal separa­

tion, any qualified continuee whose group health benefits would
otherwise end may elect to continue such benefits. The continuation can
last for up to 36 months, subject to the When Continuation Ends section.

If A Dependent Loses Eligibility
If a Dependent child's group health benefits end due to his or her

loss of dependent eligibility as defined in this Policy, other than the
Employee's coverage ending, he or she may elect to continue such
benefits. However, such Dependent child must be a qualified continuee.
The continuation can last for up to 36 months, subject to When Continu­
ation Ends.

Concurrent Continuations
If a Dependent elects to continue his or her group health benefits

due to the Employee's termination of employment or reduction of work
hours, the Dependent may elect to extend his or her 18 month continu­
ation period to up to 36 months, if during the 18 month continuation
period, either:

a. The Dependent becomes eligible for 36 months of group health
benefits due to any of the reasons stated above; or

b. the Employee becomes entitled to Medicare.
The 36 month continuation period starts on the date the 18 month

continuation period started, and the two continuation periods will be
deemed to have run concurrently.

The Qualified Continuee's Responsibilities
A person eligible for continuation under this section must notify the

Employer, in writing, of:
a. the legal divorce or legal separation of the Employee from his or

her spouse; or
b. the loss of dependent eligibility, as defined in this Policy, of an

insured Dependent child.
Such notice must be given to the Employer within 60 days of either

of these events.

The Employer's Responsibilities
The Employer must notify the qualified continuee, in writing, of:
a. his right to continue this Policy's group health benefits;
b. The monthly premium he or she must pay to continue such

benefits; and
c. the times and manner in which such monthly payments must be

made.
Such written notice must be given to the qualified continuee within

14 days of:
a. the date a qualified continuee's group health benefits would

otherwise end due to the Employee's death or the Employee's
termination of employment or reduction of work hour; or
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b. the date a qualfied continuee notifies the Employer, in writing,
of the Employee's legal divorce or legal separation from his or
her spouse, or the loss of dependent eligibility of an insured
Dependent child.

The Employer's Liability
The Employer will be liable for the qualified continuee's continued

group health benefits to the same extent as, and in place of, [Carrier),
if:

a. The Employer fails to remit a qualified continuee's timely premium
payment to [Carrier) on time, thereby causing the qualified con­
tinuee's continued group health benefits to end; or

b. The Employer fails to notify the qualified continuee of his or her
continuation rights, as described above.

Election of Continuation
To continue his or her group health benefits, the qualified continuee

must give the Employer written notice that he or she elects to continue.
This must be done within 60 days of the date a qualified continuee
receives notice of his or her continuation rights from the Employer as
described above. And the qualified continuee must pay the first month's
premium in a timely manner.

The subsequent premiums must be paid to the Employer, by the
qualified continuee, in advance, at the times and in the manner specified
by the Employer. No further notice of when premiums are due will be
given.

The monthly premium will be the total rate which would have been
charged for the group health benefits had the qualified continuee stayed
insured under this Policy on a regular basis. It includes any amount that
would have been paid by the Employer. Except as explained in the Extra
Continuation for Disabled Qualified Continuees section, an additional
charge of two percent of the total premium charge may also be required
by the Employer.

If the qualified continuee fails to give the Employer notice of his or
her intent to continue, or fails to pay any required premiums in a timely
manner, he or she waives his or her continuation rights.

Grace in Payment of Premiums
A qualified continuee's premium payment is timely if, with respect

to the first payment after the qualified continuee elects to continue, such
payment is made no later than 45 days after such election. In all other
cases, such premium payment is timely if it is made within 31 days of
the specified date.

When Continuation Ends
A qualified continuee's continued group health benefits end on the

first of the following:
a. with respect to continuation upon the Employee's termination of

employment or reduction of work hours, the end of the 18 month
period which starts on the date the group health benefits would
otherwise end;

b. with respect to a disabled qualified continuee who has elected an
additional 11 months of continuation, the earlier of:

• the end of the 29 month period which starts on the date
the group health benefits would otherwise end; or

• the first day of the month which coincides with or next
follows the date which is 30 days after the date on which
a final determination is made that a disabled qualified con­
tinuee is no longer disabled under Title II or Title XVI of
the *United States* Social Security Act;

c. with respect to continuation upon the Employee's death, the
Employee's legal divorce or legal separation, or the end of an
insured Dependent's eligibility, the end of the 36 month period
which starts on the date the group health benefits would otherwise
end;

d. with respect to a Dependent whose continuation is extended due
to the Employee's entitlement to Medicare, the end of the 36
month period which starts on the date the group health benefits
would otherwise end;

e. the date this Policy ends;
f. the end of the period for which the last premium payment is made;
g. the date he or she becomes covered under any other group health

plan which contains no limitation or exclusion with respect to any
Pre-Existing Condition of the qualified continuee;

h. the date he or she becomes entitled to Medicare.
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A divorced spouse whose continued health benefits end as described
above may elect to convert some of these benefits to an individual
insurance policy. Read this policy's Conversion Rights for Divorced
Spouses section for details.

NEW JERSEY GROUP CONTINUATION RIGHTS

*[Important Notice
This section applies only to group health benefits. This section does

not apply to any other coverages provided by this Policy.]"

If An Employee's Group Benefits End
If an Employee's health coverage ends due to termination of employ­

ment for a reason other than for cause, or reduction of work hours to
below 25 hours per week, he or she may elect to continue such benefits
for up to 12 months, subject to the When Continuation Ends section.
At the Employee's option, he or she may elect to continue health
coverage for any of his or her then insured Dependents whose coverage
would otherwise end at this time. In order to continue health coverage
for his or her Dependents, the Employee must elect to continue health
coverage for himself or herself.

What The Employee Must Do
To continue his or her health coverage, the Employee must send a

written request to the Employer within 30 days of the date of termination
of employment or reduction of work hours. The Employee must also
pay the first month's premium. The first premium payment must be made
within 30 days of the date the Employee elects continuation.

The subsequent premiums must be paid to the Employer, by the
Employee, in advance, at the times and in the manner [Carrier] specifies.

The monthly premium will be the total rate which would have been
charged for the small group benefits had the Employee stayed insured
under this Policy on a regular basis. It includes any amount that the
Employer would have paid. And an additional charge of 2% of the total
premium may be charged for the continued coverage.

If an Employee fails to give the Employer notice that he or she elects
to continue, or fails to make any premium payment in a timely manner,
he or she waives his or her continuation rights. All premium payments,
except the first, will be considered timely if they are made within 31
days of the specified due dates.

The Continued Coverage
The Employee's continued coverage will be identical to the coverage

he or she had when covered under this Policy on a regular basis. Any
modifications made under this Policy will apply to similarly situated
continuees. [Carrier] does not ask for proof of insurability in order for
an Employee to continue.

When Continuation Ends
A Covered Person's continued health coverage ends on the first of

the following:
a. the date which is 12 months from the date the small group benefits

would otherwise end;
b. the date the Covered Person becomes eligible for Medicare;
c. the end of the period for which the last premium payment is made;
d. the date the Covered Person becomes covered under another

group "[medical]· *health benefits* plan which contains no limita­
tion or exclusion with respect to any Pre-Existing Condition of the
Covered Person.

e. with respect to a Covered Person who becomes covered under
another group ·[medical]· *health benefits* plan which contains
a limitation or exclusion with respect to a Pre-Existing condition
of the Covered Person, the date such limitation or exclusion ends;

f. the date the Employer no longer provides any health benefit plans
for any of the Employer's Employees or their eligible Dependents;
or

g. with respect to a Dependent, the date he or she is no longer an
eligible Dependent as defined in this Policy.

A TOTALLY DISABLED EMPLOYEE'S RIGHT TO CONTINUE
GROUP HEALTH BENEFITS

IfAn Employee is Totally Disabled
An Employee who is Totally Disabled and whose group health benefits

end because his or her active employment or membership in an eligible
class ends due to that disability, can elect to continue his or her group
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health benefits. But he or she must have been insured by this Policy
for at least three months immediately prior to the date his or her group
health benefits ends. The continuation can cover the Employee, and at
his or her option, his or her then insured Dependents.

How And When To Continue Coverage
To continue group health benefits, the Employee must give the

Employer written notice that he or she elects to continue such benefits.
And he or she must pay the first month's premium. This must be done
within 31 days of the date his or her coverage under this Policy would
otherwise end.

Subsequent premiums must be paid to the Employer monthly, in
advance, at the times and in the manner specified by the Employer. The
monthly premium the Employee must pay will be the total rate charged
for an active Full-Time Employee, insured under this Policy on a regular
basis, on the date each payment is due. It includes any amount which
would have been paid by the Employer.

[Carrier] will consider the Employee's failure to give notice or to pay
any required premium as a waiver of the Employee's continuation rights.

If the Employer fails, after the timely receipt of the Employee's
payment, to pay [Carrier] on behalf of such Employee, thereby causing
the Employee's coverage to end; then such Employer will be liable for
the Employee's benefits, to the same extent as, and in place of, [Carrier].

When This Continuation Ends
These continued group health benefits end on the first of the following:
a. the end of the period for which the last payment is made, if the

Employee stops paying;
b. the date the Covered Person becomes employed and eligible or

covered for similar benefits by another group plan, whether it be
an insured or uninsured plan;

c. the date this Policy ends or is amended to end for the class of
Employees to which the Employee belonged; or

d. with respect to a Dependent, the date he or she stops being an
eligible Dependent as defined in this Policy.

AN EMPLOYEE'S RIGHT TO CONTINUE GROUP HEALTH
BENEFITS DURING A FAMILY LEAVE OF ABSENCE

Important Notice
This section may not apply to an Employer's *[plan]* *Policy*. The

Employee must contact his or her Employer to find out if:
• the Employer must allow for a leave of absence under Federal

law *[and, therefore]* *in which case*;
• the section applies to the Employee.

If An Employee's Group Health Coverage Ends
Group health coverage may end for an Employee because he or she

ceases Full-Time work due to an approved leave of absence. Such leave
of absence must have been granted to allow the Employee to care for
a sick family member or after the birth or adoption of a child. If so,
his or her • [medical care]· *group health benefits* insurance will be
continued. Dependents' insurance may also be continued. The Employee
will be required to pay the same share of premium as before the leave
of absence.

When Continuation Ends
Insurance may continue until the earliest of:
a. the date the Employee returns to Full-Time work;
b. the end of a total *Ieave* period of 12 weeks in any 12 month

period; "[or]"
c. the date on which the Employee's coverage would have ended had

the Employee not been on leave; *or*
*d. the end of the period for which the premium has been paid*.

A DEPENDENT'S RIGHT TO CONTINUE GROUP HEALTH
BENEFITS

If an Employee dies, any of his or her Dependents who were insured
under this Policy may elect to continue coverage. Subject to the payment
of the required premium, coverage may be continued until the earlier
of:

a. 180 days following the date of the Employee's death; or
b. the date the Dependent is no longer eligible under the terms of

this Policy.
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CONVERSION RIGHTS FOR DIVORCED SPOUSES

IF AN EMPLOYEE'S MARRIAGE ENDS
If an Employee's marriage ends by legal divorce or annulment, the

group health ' [coverage]' *benefits* for his or her former spouse ends.
The former spouse may convert to an individual major medical policy
during the conversion period. The former spouse may insure under his
or her individual policy any of his or her Dependent children who were
insured under this Policy on the date the group health '[coverage]'
*benefits* ends. See exceptions below.

Exceptions
No former spouse may use this conversion right:

'[a. unless he or she has been insured under this Policy for at least
3 months;]'

'[b.]'*a.* if he or she is eligible for Medicare; or
'[c.]'*b.* if it would cause him or her to be overinsured.

This may happen if the spouse is covered or eligible for coverage
providing similar benefits provided by any other plan, insured or not
insured. [Carrier] will determine if overinsurance exists using its stan­
dards for overinsurance.

HOW AND WHEN TO CONVERT
The conversion period means the 31 days after the date group health

'[coverage]' *benefits* ends. The former spouse must apply for the
individual policy in writing and pay the first premium for such policy
during the conversion period. Evidence of insurability will not be re­
quired.

THE CONVERTED POLICY
The individual policy will provide the major medical benefits that

[Carrier] is required to offer in the state where the Employer is located.
The individual policy will take effect on the day after group health

'[coverage]' *benefits* under this Policy ends.
After group health "[coverage]' *benefits* under this Policy ends, the

former spouse and any children covered under the individual policy may
still be paid benefits under this Policy. If so, benefits to be paid under
the individual policy will be reduced by the amount paid under this
Policy.

EFFECT OF INTERACTION WITH A HEALTH MAINTENANCE
ORGANIZATION PLAN

HEALTH MAINTENANCE ORGANIZATION ("HMO") means a
prepaid alternative health care delivery system.

A Policyholder may offer its Employees HMO membership in lieu
of the '[medical care benefits]' *group health benefits insurance*
provided by this Policy. If the Employer does, the following provisions
apply.

IF AN INSURED EMPLOYEE ELECTS HMO MEMBERSHIP

Date *[Medical Carel* *Group Health Benefits* Insurance Ends
Insurance for an Employee and his or her Dependents will end on

the date the Employee becomes an HMO member.

Benefits After *[Medical Carel* *Group Health Benefits* Insurance
Ends

When an Employee becomes an HMO member, the Extended Health
Benefits section of this Policy will not apply to him or her and his or
her Dependents.

Exception:
IF, on the date membership takes effect, the HMO does not provide

benefits due to:
• an HMO waiting period
• an HMO Pre-Existing conditions limit, or
• a confinement in a Hospital not affiliated with the HMO

AND the HMO provides benefits for total disability when membership
ends

THEN '[medical care]' *group health* benefits will be paid until the
first of the following occurs:

• 90 days expire from the date membership takes effect
• the HMO's waiting period ends
• the HMO's Pre-Existing Conditions limit expires, or
• hospitalization ends.
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IF AN HMO MEMBER ELECTS *[MEDICAL CAREl * *GROUP
HEALTH BENEFlTS* INSURANCE PROVIDED BY THIS POLICY

Date Transfer To Such Insurance Takes Effect
Each Employee who is an HMO member may transfer to such in­

surance by written request. If he or she elects to do so, any Dependents
who are HMO members must also be included in such request. The
date such persons are to be insured depends on when and why the
transfer request is made.
request made during an open enrollment period

[Carrier] and the Policyholder will agree when this period will be. If
an Employee requests insurance during this period, he or she and his
or her Dependents will be insured on the date such period ends.
request made because:

• an HMO ends its operations
• Employee moves outside the HMO service area

If an Employee requests insurance because membership ends for these
reasons, the date he or she and his or her Dependents are to be insured
depends on the date the request is made.

If it is made:
• on or before the date membership ends, they will be insured on

the date such membership ends
• within 31 days after the date membership ends, they will be insured

on the date the request is made
• more than 31 days after the date membership ends, the Employee

and his or her Dependents will be Late Enrollees.
request made because an HMO becomes insolvent

If an Employee requests insurance because membership ends for this
reason, the date he or she and his or her Dependents are to be insured
depends on the date the request is made.

If it is made:
• within 31 days after the date membership ends, they wilJ be insured

on the date the request is made
• more than 31 days after the date membership ends, the Employee

and his or her Dependents will be Late Enrollees.
request made at any other time

An Employee may request insurance at any time other than that
described above. In this case, he or she and his or her Dependents will
be Late Enrollees.

Other Provisions Affected By A Transfer
If a person makes a transfer, the following provisions, if required by

this Policy for such insurance, will not apply on the transfer date:
• an Actively at Work requirement
• non-confinement, or similar requirement
• a waiting period, or
• Pre-Existing Conditions provisions.

Charges not covered
Charges incurred before a person becomes insured will '[not]' be

considered Non-Covered Charges.

Maximum benefit
The total amount of benefits to be paid for each person will be the

maximum benefit specified in this Policy, regardless of any interruption
in such person's insurance under this Policy.

Right to change premium rates
[Carrier] has the right to change premium rates when, in its opinion,

its liability under this Policy is changed by interaction with an HMO
plan.

COORDINATION OF BENEFITS

*[lmportant Notice
This provision applies to all health expense benefits under this Policy.

It does not apply to death, dismemberment, or loss of income benefits.]'

Purpose Of This Provision
'[An Employee)' *A Covered Person* may be covered for health

expense benefits by more than one plan. For instance, he or she may
be covered by this Policy as an Employee and by another plan as a
Dependent of his or her spouse. If he or she is, the provision allows
[Carrier] to coordinate what [Carrier] pays with what another plan pays.
[Carrier] does this so the Covered Person does not collect more in
benefits than he or she incurs in charges.
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DEFINITIONS
"Plan" means any of the following that provide health expense benefits

or services:
a. group or blanket insurance plans;
b. group hospital or surgical plans, or other service or prepayment

plans on a group basis;
c. union welfare plans, Employer plan, Employee benefits plans,

trusteed labor and management plans, or other plans for members
of a group;

d. programs or coverages required by law;
'[e. group or group-type hospital indemnity benefits which exceed

$150.00 per day.
"Plan" does not include:
a. Medicaid or any other government program or coverage which

[Carrier] is not allowed to coordiante with by law;
b. school accident type coverages written on either a blanket, group,

or franchise basis;
c. group or group-type hospital indemnity benefits of $150.00 per day

or less; and]'
d. any plan [Carrier] says [Carrier] supplements, as named in the

Schedule.
"This plan" means the part of [Carriers] group plan subject to this

provision.
"Member" means the person who receives a certificate or other proof

of coverage from a plan that covers him or her for health expense
benefits.

"Dependent" means a person who is covered by a plan for health
expense benefits, but not as a member.

"Allowable expense" means any necessary, reasonable, and usual item
of expense for health care incurred by a member or Dependent under
either this plan or any other plan. When a plan provides service instead
of cash payment, [Carrier] views the reasonable cash value of each service
as an allowable expense and as a benefit paid. [Carrier] also views items
of expense covered by another plan as an allowable expense, whether
or not a claim is filed under that plan.

The amount of reduction in benefits resulting from a member's or
Dependent's failure to comply with provisions of a primary plan is not
considered an allowable expense if such reduction in benefits is less than
or equal to the reduction that would have been made under the terms
of this Plan if this Plan had been primary. Examples of such provisions
are those related to second surgical opinions, precertification of ad­
missions or services, and preferred provider arrangements. This does not
apply where a primary plan is a health maintenance organization (HMO)
and the member or Dependent elects to have health services provide
outside the HMO. A primary plan is described below.

"Claim determination period" means a Calendar Year in which a
member or Dependent is covered by this plan and at least one other
plan and incurs one or more allowable expense under such plans.

How This Provision Works
[Carrier] applies provision when a member or Dependent is covered

by more than one plan. When this happens [Carrier] will consider each
plan separately when coordinating payments.

In order to apply this provision, one of the plans is called the primary
plan. All other plans are called secondary plans. The primary plan pays
first, ignoring all other plans. The secondary plans then pay the remaining
unpaid allowable expenses, but no plan pays more than it would have
without this provision.

If a plan has no coordination provision, it is primary. But, during any
claim determination period, when this plan and at least one other plan
have coordination provisions, the rules that govern which plan pays first
are as follows:

a. A plan that covers a person as a member pays first; the plan that
covers a person as a Dependent pays second.

b. A plan that covers a person as an active Employee or as a
Dependent of such Employee pays first. A plan that covers a
person as a laid-off or retired Employee or as a Dependent of
such Employee pays second.

But if the plan that [Carrier] is coordinating with does not have a
similar provision for such persons, then b. will not apply.

c. Except for Dependent children of separated or divorced parents,
the following governs which plan pays first when the person is a
Dependent of a member:

A plan that covers a Dependent of a member whose birthday falls
earliest in the Calendar Year pays first. The plan that covers a Depen-
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dent of a member whose birthday falls later in the Calendar Year pays
second. The member's year of birth is ignored.

But, if the plan that [Carrier] is coordinating with does not have a
similar provision for such persons, then c. will not apply and the other
plan's coordination provision will determine the order of benefits.

d. For a Dependent child of separated or divorced parents, the
following governs which plan pays first when the person is a
Dependent of a member.

• When a court order makes one parent financially responsible
for the health care expenses of the Dependent child, then
that parent's plan pays first.

• If there is no such court order, then the plan of the natural
parent with custody pays before the plan of the stepparent
with custody; and

• The plan of the stepparent with custody pays before the plan
of the natural parent without custody.

If rules a, b, c and d do not determine which plan pays first, the plan
that has covered the person for the longer time pays first.

If, when [Carrier] applies this provision, [Carrier] pay less than [Car­
rier] would otherwise pay, [Carrier] apply only that reduced amount
against payment limits of this plan.

[Carrier's] Right to Certain Information
In order to coordinate benefits, [Carrier] needs certain information.

An Employee must supply [Carrier] with as much of that information
as he or she can. But if he or she cannot give [Carrier] all the information
[Carrier] needs, [Carrier] has the right to get this information from any
source. And if another insurer needs information to apply its coordi­
nation provision, [Carrier] has the right to give that insurer such informa­
tion. If [Carrier] gives or gets information under this section [Carrier]
cannot be held liable for such action.

When payment that should have been made by this plan have been
made by another plan, [Carrier] has the right to repay that plan. If
[Carrier] does so, [Carrier] is no longer liable for that amount. And if
[Carrier] pays out more than [Carrier] should have, [Carrier] has the
right to recover the excess payment.

Small Claims Waiver
[Carrier] does not coordinate payments on claims of less than $50.00.

But if, during any claim determination period, more allowable expenses
are incurred that raise the claim above $50.00 [Carrier] will count the
entire amount of the claim when [Carrier] coordinates.

BENEFIT FOR AUTOMOBILE RELATED INJURIES
This section will be used to determine a person's benefits under this

Policy when expenses are incurred as a result of an automobile related
injury.

Definitions
"Automobile Related Injury" means bodily Injury sustained by a

Covered Person as a result of an accident:
a. while occupying, entering, leaving or using an automobile; or
b. as a pedestrian; caused by an automobile or by an object propelled

by or from an automobile.
"Allowable Expense" means a medically necessary, reasonable and

customary item of expense covered at least in part as an eligible expense
by:

a. this Policy;
b. PIP; or
c. OSAIC.

"Eligible Expense" means that portion of expense incurred for treat­
ment of an Injury which is covered under this Policy without application
of Cash Deductibles and Co-Payments, if any or Co-Insurance.

"Out-of-State Automobile Insurance Coverage" or "OSAIC" means
any coverage for medical expenses under an automobile insurance policy
other than PIP. OSAIC includes automobile insurance policies issued
in another state or jurisdiction.

"PIP" means personal injury protection coverage provided as part of
an automobile insurance policy issued in New Jersey. PIP refers
specifically to provisions for medical expense coverage.

Determination of primary or secondary coverage.
This Policy provides secondary coverage to PIP unless health coverage

has been elected as primary coverage by or for the Covered Person under
this Policy. This election is made by the named insured under a PIP
policy. Such election affects that person's family members who are not
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themselves named insureds under another automobile policy. This Policy
may be primary for one Covered Person, but not for another if the person
has separate automobile policies and have made different selections
regarding primacy of health coverage.

This Policy is secondary to OSAIC, unless the OSAIC contains
provisions which make it secondary or excess to the policyholder's plan.
In that case this Policy will be primary.

If there is a dispute as to which policy is primary, this Policy will pay
benefits as if it were primary.

Benefits this Policy will pay if it is primary to PIP or OSAIC.
If this Policy is primary to PIP or OSAIC it will pay benefits for eligible

expenses in accordance with its terms.
The rules of the COORDINATION OF BENEFITS section of this

Policy will apply if:
• the Covered Person is insured under more than one in­

surance plan; and
• such insurance plans are primary to automobile insurance

coverage.

Benefits this Policy will pay if it is secondary to PIP or OSAIC.
If this Policy is secondary to PIP or OSAIC the actual benefits payable

will be the lesser of:
a. the allowable expenses left uncovered after PIP or OSAIC has

provided coverage after applying Cash Deductibles and Co-Pay­
ments, or

b. the benefits that would have been paid if this Policy had been
primary.

Medicare
If this Policy supplements coverage under Medicare it can be primary

to automobile insurance only to the extent that Medicare is primary to
automobile insurance.

·[HOW THIS POUCY INTERACTS WITH]" MEDICARE "AS
SECONDARY PAYOR"

IMPORTANT NOTICE
"[The following section may not apply to the Employer's plan. The

Employee must contact his or her Employer to find out if:
• the Employer is subject to the How This Plan Interacts with

Medicare section and therefore;
• this section applies to the Employee]"

"The following sections regarding Medicare may not apply to the
Employer's Policy. The Employee must contact his or her Employer to
find out if the Employer is subject to Medicare as Secondary Payor rules.

H the Employer is subject to such rules, this Medicare as Secondary
Payor section applies to the Employee.

H the Employer is NOT subject to such rules, this Medicare as
Secondary Payor section does not apply to the Employee, in which case,
Medicare will be the primary health plan and this Policy will be the
secondary health plan for Covered Persons who are eligible for
Medicare."

The following provisions explain how this ·[plan's]· "Policy's" group
health benefits interact with the benefits available under Medicare "as
Secondary Payor rules". A Covered Person may be eligible for Medicare
by reason of age, disability, or End Stage Renal Disease. Different rules
apply to each type of Medicare eligibility, as ·[shown]· "explained"
below.

With respect to the following provisions:
a. "Medicare" when used above, means Part A and B of the health

care program for the aged and disabled provided by Title XVII
of the "United States" Social Security Act, as amended from time
to time.

b. A Covered Person is considered to be eligible for Medicare by
reason of age from the first day of the month during which he
or she reaches age 65. However, if the Covered Person is born
on the first day of a month, he or she is considered to be eligible
for Medicare from the first day of the month which is immediately
prior to his or her 65th birthday.

c. A "primary" health plan pays benefits for a Covered Person's
Covered Charge first, ignoring what the Covered Person's "secon­
dary" plan pays. A "secondary" health plan then pays the remain­
ing unpaid allowable expenses. See the Coordination of Benefits
section for a definition of "allowable expense."

[d. "We" means Carrier]

ADOPTIONS

MEDICARE EUGmILITY BY REASON OF AGE

Applicability
This section applies to an Employee or his or her insured spouse who

is eligible for Medicare by reason of age.
Under this section, such an Employee or insured spouse is referred

to as a "Medicare eligible".
This section does not apply to:
a. a Covered Person, other than an Employee or insured spouse
b. an Employee or insured spouse who is under age 65, or
c. a Covered Person who is eligible for Medicare solely on the basis

of End Stage Renal Disease.

When An Employee or Insured Spouse Becomes Eligible For Medicare
When an Employee or insured spouse becomes eligible for Medicare

by reason of age, he or she must choose one of the two options below.
Option (A)-The Medicare eligible may choose this Policy as his or

her primary health plan. If he or she does, Medicare will be his or her
secondary health plan. See the When This Policy is Primary section
below, for details.

Option B-The Medicare eligible may choose Medicare as his or her
primary health plan. If he or she does, group health benefits under this
Policy will end. See the When Medicare is Primary section below, for
details.

If the Medicare eligible fails to choose either option when he or she
becomes eligible for Medicare by reason of age, [Carrier] will pay benefits
as if he or she had chosen Option (A).

When this Policy is primary
When a Medicare eligible chooses this Policy as his or her primary

health plan, if he or she incurs a Covered Charge for which benefits
are payable under both this Policy and Medicare, this Policy is considered
primary. This Policy pays first, ignoring Medicare. Medicare is considered
the secondary plan.

When Medicare is primary
If a Medicare eligible chooses Medicare as his or her primary health

plan, he or she will no longer be covered for such benefits by this Policy.
Coverage under this Policy will end on the date the Medicare eligible
elects Medicare as his or her primary health plan.

A Medicare eligible who elects Medicare as his or her primary health
plan, may later change such election, and choose this Policy as his or
her primary health plan.

MEDICARE EUGIBIUTY BY REASON OF DISABIUTY

Applicability
This section applies to a Covered Person who is:
a. under age 65; and
b. eligible for Medicare by reason of ·[End Stage Renal Disease]·

"disability".
Under this section, such Covered Person is referred to as a "disabled

Medicare eligible".
This section does not apply to:
a. a Covered Person who is eligible for Medicare by reason of age;

or
b. a Covered Person who is eligible for Medicare solely on the basis

of End Stage Renal Disease.

When a Covered Person Becomes Eligible for Medicare
When a Covered Person becomes eligible for Medicare by reason of

disability, "Medicare is the primary plan". This Policy ·[supplements
the benefit provided by Medicare]· "is the secondary plan".

• [If the disabled Medicare incurs a Covered Charge for which benefits
are payable under both this Policy and Medicare, [Carrier] subtracts what
Medicare pays from what [Carrier] normally pays.]·

If a Covered Person is eligible for Medicare by reason of disability,
he or she must be covered by both Parts A and B. If he or she is not,
he or she must meet the Medicare Alternate Deductible shown in the
Schedule.

MEDICARE EUGmIUTY BY REASON OF END STAGE RENAL
DISEASE

Applicability
This section applies to a Covered Person who is eligible for Medicare

·[solely]· on the basis of End Stage Renal Disease (ESRD).
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Under this section, such Covered Person is referred to as an "ESRD
Medicare eligible".

This section does not apply to a Covered Person who is eligible for
Medicare by reason of disability.

When a Covered Person Becomes Eligible for Medicare Due to ESRD
When a Covered Person becomes eligible for Medicare solely on the

basis of ESRD, for a period of up to 18 consecutive months, if he or
she incurs a charge for the treatment of ESRD for which benefits are
payable under both this Policy and Medicare, this Policy is considered
primary. This Policy pays first, ignoring Medicare. Medicare is considered
the secondary plan.

This 18 month period begins on the earlier of:
a. the first day of the month during which a regular course of renal

dialysis starts; and
b. with respect to an ESRD Medicare eligible who receives a kidney

transplant, the first day of the month during which such Covered
Person becomes eligible for Medicare.

After the 18 month period described above ends, if an ESRD Medicare
eligible incurs a charge for which benefits are payable under both this
Policy and Medicare, '[[Carrier] supplements what]' Medicare '[pays]'
*is the primary plan. This Policy is the secondary plan.* '[[Carrier]
subtracts what Medicare pays from what [Carrier] normally pays.]' If
a Covered Person is eligible for Medicare '[solely]' on the basis of
ESRD, he or she must be covered by both Parts A and B. If he or
she is not, he or she must meet the Medicare Alternate Deductible shown
in the Schedule.

RIGHT TO RECOVERY-THIRD PARTY LIABILITY
As used in this section:
"Covered Person" means an Employee or Dependent, including the

legal representative of a minor or incompetent, insured by this Policy.
"Reasonable pro-rata Expenses" are those costs such as lawyers, fees

and court costs, incurred to effect a third party payment, expressed as
a percentage of such payment.

"Third Party" means anyone other than [Carrier], the Employer or
the Covered Person.

If a Covered Person makes a claim to [Carrier] for benefits under
this Policy prior to receiving payment from a third party or its insurer,
the Covered Person must agree, in writing, to repay [Carrier] from any
amount of money they receive from the third party, or its insurer for
an Illness or Injury.

[Carrier] shall require the return of health benefits paid for an Illness
or Injury, up to the amount a Covered Person receives for that Illness
or Injury through:

a. a third party settlement;
b. a satisfied judgment; or
c. other means

[Carrier] will only require such payment when the amounts received
through such settlement, judgment or otherwise, are specifically iden­
tified as amounts paid for health benefits for which [Carrier] has paid
benefits.

The repayment will be equal to the amount of benefits paid by
[Carrier] However, the Covered Person may deduct the reasonable pro­
rata expenses, incurred in effecting the third party payment from the
repayment to [Carrier].

The repayment agreement will be binding upon the Covered Person
whether:

a. the payment received from the third party, or its insurer, is the
result of a legal judgment, an arbitration award, a compromise
settlement, or any other arrangement, or

b. the third party, or its insurer, has admitted liability for the payment.
[Carrier] will not pay any benefits under this Policy to or on behalf

of a Covered Person, who has received payment in whole or in part
from a third party, or its insurer for past or future charges for an Illness
or Injury, resulting from the negligence, intentional act, or no-fault tort
liability of a third party.

STATEMENT OF ERISA RIGHTS
As a participant, an Employee is entitled to certain rights and protec­

tion under the Employee Retirement Income Security Act of 1974
(ERISA), ERISA provides that all plan participants shall be entitled to:

a. Examine, with charge, all plan documents, including insurance
contracts, collective bargaining agreements and copies of all docu­
ments filed by the plan with the U.S. Department of Labor, such

INSURANCE

as detailed annual reports and plan descriptions. The document
may be examined at the Plan Administrator's office and at other
specified locations such as worksites and union halls.

b. Obtain copies of all plan documents and other plan information
upon written request to the Plan Administrator, who may make
a reasonable charge for the copies.

c. Receive a summary of the plan's annual financial report from the
Plan Administrator (if such a report is required).

In addition to creating rights for plan participants, ERISA imposes
duties upon the people called "Fiduciaries", who are responsible for the
operation of the Employee benefits plan. They have a duty to operate
the plan prudently and in the interest of plan participants and
beneficiaries. An Employer may not fire the Employee or otherwise
discriminate against him or her in any way to prevent him or her from
obtaining a welfare benefit or exercising his or her rights under ERISA.
If an Employee'S claim for welfare benefits is denied in whole or in
part, he or she must receive a written explanation of the reason for the
denial. The Employee has the right to have his or her claim reviewed
and reconsidered.

Under ERISA, there are steps an Employee can take to enforce the
above rights. For instance, the Employee may file suit in a federal court
if he or she requests materials from the plan and does not receive them
within 30 days. The court may require the Plan Administrator to provide
the materials and pay the Employee, up to $100.00 a day until he or
she receives them (unless the materials were not sent because of reasons
beyond the administrator's control). If his or her claim for benefit is
denied in whole or in part, or ignored, he or she may file suit in a state
or federal court. If plan fiduciaries misuse the plan's money, or dis­
criminate against him or her for asserting his or her rights, he or she
may seek assistance from the U.S. Department of Labor, or file suit
in a federal court. If he or she is successful, the court may order the
person the Employee has sued to pay court costs and legal fees. If he
or she loses, the court may order him or her to pay, for example, if
it finds his or her claim is frivolous. If the Employee has any question
about his or her plan, he or she should contact the Plan Administrator.
If he or she has any questions about this statement or about his or her
rights under ERISA he or she should contract the nearest Area Office
of the U.S. Labor-Management Services Administration, Department of
Labor.

CLAIMS PROCEDURE
Claim forms and instructions for filing claims may be obtained from

the Plan Administrator. Completed claim forms and any other required
material should be returned to the Plan Administrator for submission
to [Carrier].

[Carrier] is the Claims Fiduciary with discretionary authority to de­
termine eligibility for benefits and to construe the terms of the plan with
respect to claims.

In addition to the basic claim procedure explained in the Employee's
certificate, [Carrier] will also observe the procedures listed below. All
notifications from [Carrier] will be in writing.

a. If a claim is wholly or partially denied, the claimant will be notified
of the decision within 45 days after [Carrier] received the claim.

b. If special circumstances require an extension of time for processing
the claim, written notice of the extension shall be furnished to the
claimant prior to the termination of the initial 90-day period. In
no event shall such extension exceed a period of 90 days from
the end of such initial period. The extension notice shall indicate
the special circumstances requiring an extension of time and the
date by which [Carrier] expects to render the final decision.

c. If a claim is denied, [Carrier] will provide the Plan Administrator,
for delivery to the claimant, a notice that will set forth:

• the specific reason(s) the claim is denied;
• specific references to the pertinent plan provision on which

the denial is based;
• a description of any additional material or information

needed to make the claim valid, and an explanation of why
the material or information is needed;

• and explanation of the plan's claim review procedure.
A claimant must file a request for review of a denied claim within

60 days after receipt of written notification of denial of a claim.
d. [Carrier] will notify the claimant of its decision within 60 days of

receipt of the request for review. If special circumstances require
an extension of time for processing. [Carrier] will render a decision
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EXHIBIT B

[$250, $500 or $1,000)
[$500, $1,000 or $2,000)
Note: Must be
individually satisfied by
2 separate Covered
Persons

Outpatient means a Covered Person who is registered at a recognized
health care Facility who is not an Inpatient.

Per Lifetime means during the lifetime of an individual, regardless
of whether he or she is covered under this Policy or any other policy
or plan:

a. as an Employee or Dependent; and
b. with or without interruption of coverage.

Period of Confinement means consecntive days of Inpatient services
provided to an Inpatient or successive Inpatient confinements due to
the same or related causes, when discharge and re-admission to a
recognized Facility occurs within 90 days or less. [Carrier] determines
if the cause(s) of the confinements are the same or related.

Plan means the (Carrier's] group health benefit plan purchased by
the Employer. [Note: If the "Plan" definition is employed, references
in this Policy to "Policy" should be changed to read "Plan"]

[PLAN B]

$5,000

$25,000

$1,000,000

$500 per Covered
Person
$300 per Covered
Person

30 visits

120 days

30 visits

DEFINITIONS

Charges for all treatment for Mental and
Nervous Conditions and Substance Abuse,
per Calendar Year
Charges for all treatment for Mental and
Nervous Conditions and Substance Abuse,
Per Lifetime
Per Lifetime Maximum Benefit (for all
Illnesses and Injuries)

*...

For private room and board accommodations, [Carrier) will cover
charges up to the Hospital's average daily semi-private room and board
rate, or if the Hospital does not have semi-private accommodations, 80%
of its lowest daily room and board rate. However, if the Covered Person
is being isolated in a private room because the Covered Person has a
communicable illness, [Carrier) will cover charges up to the Hospital's
actual private room charge.

For Special Care Units, [Carrier) will cover charges up to the
Hospital's actual daily room and board charge.

• During a Confinement In An Extended Care Center Or Rehabilitation
Center

[Carrier] will cover the lesser of:
a. the center's actual daily room and board charge; or
b. 50% of the covered daily room and board charge made by the

Hospital during the Covered Person's preceding Hospital confine­
ment, for semi-private accommodations.

Pre-Approval is required for charges incurred in connection with:
• Durable Medical Equipment
• Extended Care and Rehabilitation
• Home Health Care
• Hospice Care
• Infusion Therapy
• Prosthetic Devices

Charges which are not Pre-Approved by [Carrier] are Non-Covered
Charges

Payment Limits: For Illness or Injury, [Carrier) will pay up to the
payment limit shown below:
Charges for Inpatient confinement in an
Extended Care or Rehabilitation Center, per
Calendar Year (Combined benefits)
Charges for ·therapeutic* manipulation '[or
adjustment of the spine,)' per Calendar Year 30 visits
Charges for speech and cognitive therapy per
Calendar Year (combined benefits)
Charges for physical or occupational therapy
per Calendar Year (combined benefits)
Charges for Preventive Care per Calendar
Year as follows: (Not subject to Cash
Deductible or Co-Insurance)
• for a Covered person who is a Dependent

child from birth until the end of the
Calendar Year in which the Dependent
child attains age 1

• for all other Covered Persons

CLASS
[All eligible employees)

EMPLOYEE AND DEPENDENT HEALTH BENEFITS
Calendar Year Cash Deductible
Per Covered Person
Per Covered Family

SCHEDULE OF INSURANCE AND PREMIUM RATES [PLAN B]
This Policy's classification, and the insurance coverages and amounts

which apply to each class are shown below:

as soon as possible, but no later than 120 days after receiving the
request. [Carrier) will notify the claimant about the extension.

The above procedures are required under the provisions of ERISA.

Medicare Alternate Deductible
For a Covered Person who is eligible for Medicare by reason of a

disability, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.

After the 18 month period described in '[How This Policy Interacts
With]* Medicare *as Secondary Payor*, ends with respect to a Covered
Person who is eligible for Medicare solely on the basis of End Stage
Renal Disease, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.

Co-Insurance Caps
Per Covered Person per each Calendar Year $3,000
Per Covered Family per each Calendar Year $6,000. Note: Must be

individually satisfied by
2 separate Covered
Persons

*Note: The Co-Insurance Caps cannot be met with:
• Non-Covered Charges
• Cash Deductibles
• Co-Insurance for the treatment of Mental and Nervous Conditions

and Substance Abuse
• Co-Payments.·

Daily Room and Board Limits

• During a Period of Hospital Confinement
For semi-private room and board accommodations, [Carrier) will cover

charges up to the Hospital's actual daily semi-private room and board
rate.

Hospital Confinement Co-Payment
-per day $200
-maximum Co-Payment per Period of

Confinement $1,000
-maximum Co-Payment per Covered

Person per Calendar Year $2,000

-Emergency Room Co-Payment, (waived if
admitted within 24 hours) $50

Co-Insurance
Co-Insurance is the percentage of a Covered Charge that must be

paid by a Covered Person. However, [Carrier) will waive the Co-In­
surance requirement once the Co-Insurance Cap has been reached. This
Policy's Co-Insurance, as shown below, does not include penalties in­
curred under this Policy's Utilization Review provisions, or any other
Non-Covered Charge.
The Co-Insurance for this Policy is as
follows: 40%
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COVERED CHARGES
This section lists the types of charges [Carrier] will consider as Covered
Charges. But what [Carrier) will pay is subject to all the terms of this
Policy. Read the entire Policy to find out what [Carrier) limits or
excludes.

Hospital Charges
[Carrier) covers charges for Hospital room and board and Routine
Nursing Care when it is provided to a Covered Person by a Hospital
on an Inpatient basis. But [Carrier) limits what [Carrier] pays each
day to the room and board limit shown in the Schedule. And [Carrier]
covers other Medically Necessary and Appropriate Hospital services and
supplies provided to a Covered Person during the Inpatient confinement.

If a Covered Person incurs charges as an Inpatient in a Special Care
Unit, [Carrier] covers the charges the same way [Carrier] covers charges
for any Illness.

[Carrier] will also cover Outpatient Hospital services, including
services pruvided by a Hospital Outpatient clinic. And [Carrier] covers
emergency room treatment, subject to this Policy's Emergency Room Co­
Payment Requirement section.

Any charges in excess of the Hospital semi-private daily room and
board limit are a Non-Covered Charge. This Policy's utilization review
features have penalties for non-compliance that may reduce what [Car­
rier] pays for Hospital charges.

[Carrier] limits what [Carrier] pays for the treatment of Mental and
Nervous Conditions and Substance Abuse. See the Charges Covered with
Special Limitations section of this Policy.

Hospital Co-Payment Requirement
Each time a Covered Person is confined in a Hospital, he or she must

pay a $200 Co-Payment for each day of confinement, up to a maximum

Planholder means the Employer who purchased group health benefit
plan. [Note: If the "Planholder" definition is employed, references in
this Policy to "Policyholder" should be changed to read "Planholder"]

Policy means this group policy, including the application and any
riders, amendments, or endorsements, between the Employer and [Car­
rier].

Policyholder means the Employer who purchased this Policy.
Practitioner means a person [Carrier] is required by law to recognize

wbo:
a. is properly licensed or certified to provide medical care under the

laws of tbe state where be or she practices; and
b. provides medical services which are within tbe scope of his or her

license or certificate and are covered by this Policy.
Pre-Approval or Pre-Approved means the [Carrier's] written approval

for specified services and supplies prior to the date charges are incurred.
Cbarges wbich are not Pre-Approved are Non-Covered Charges.

Pre-Existing Condition means an Illness or Injury which manifests
itself in the six months before a Covered Person's coverage under this
Policy starts, and for which:

a. a Covered Person sees a Practitioner, takes Prescription Drugs,
receives other medical care or treatment or had medical care or
treatment recommended by a Practitioner in the six months before
his or her coverage starts; or

b. an ordinarily prudent person would have sought medical advice,
care or treatment in the six months before his or her coverage
starts.

A pregnancy which exists on the date a Covered Person's coverage
starts is also a Pre-Existing Condition.

Prescription Drugs are drugs, biologicals and compound prescriptions
which are sold only by prescription and which are required to show
on the manufacturer's label the words: "Caution-Federal Law Prohibits
Dispensing Without a Prescription" or other drugs and devices as
determined by [Carrier], such as insulin.

Preventive Care means charges for routine physical examinations,
including related laboratory tests and x-rays, immunizations and vac­
cine, well baby care, pap smears, mammography and screening tests.

Provider means a recognized Facility or Practitioner of health care
in accordance with the terms of this Policy.
...*

EXHIBIT C

[$250, $500 or $1,000]
[$500, $1,000 or $2,000]
Note: Must be
individually satisfied by
2 separate Covered
Persons

CLASS
[All eligible employees]

EMPLOYEE AND DEPENDENT HEALTH BENEFITS
Calendar Year Cash Deductible
Per Covered Person
Per Covered Family

SCHEDULE OF INSURANCE AND PREMIUM RATES [PLAN C]

This Policy's classification, and the insurance coverages and amounts
which apply to each class are shown below:

Medicare Alternate Deductible
For a Covered Person who is eligible for Medicare by reason of a

disability, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.

After the 18 month period described in '[How This Policy Interacts
With]· Medicare ·as Secondary Payor·, ends with respect to a Covered
Person who is eligible for Medicare solely on the basis of End Stage
Renal Disease, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.

of $1,000 per Period of Confinement, subject to a maximum $2,000 Co­
Payment per Calendar Year.

Emergency Room Co-Payment Requirement
Each time a Covered Person uses the services of a Hospital emergency

room, he or she must pay a [$50.00] Co-Payment, if he or she is not
admitted within 24 hours.

Pre-Admission Testing Charges
[Carrier) covers pre-admission x-ray and laboratory tests needed for
a planned Hospital admission or Surgery. [Carrier] only covers these
tests if the tests are done on an Outpatient basis within seven days
of the planned admission or Surgery.

However, [Carrier] will not cover tests that are repeated after ad­
mission or before Surgery, unless the admission or Surgery is deferred
solely due to a change in the Covered Person's bealth.
. ..*

Emergency Room Co-Payment, (waived if
admitted within 24 hours) $50

Co-Insurance
Co-Insurance is the percentage of a Covered Charge that must be

paid by a Covered Person. However, [Carrier] will waive the Co-In­
surance requirement once the Co-Insurance Cap has been reached. This
Policy's Co-Insurance, as shown below, does not include penalties in­
curred under this Policy's Utilization Review provisions, or any other
Non-Covered Charge.
The Co-Insurance for this Policy is as
follows: 30%

Co-Insurance Caps
Per Covered Person per each Calendar Year $2,500
Per Covered Family per each Calendar Year $5,000 Note: Must be

individually satisfied by
2 separate Covered
Persons

·Note: The Co-Insurance Caps cannot be met with:
• Non-Covered Cbarges
• Cash Deductibles
• Co-Insurance for the treatment of Mental and Nervous Conditions

and Substance Abuse
• Co-Payments.·

[PLAN B]HEALTH BENEFITS INSURANCE

....
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INSURANCE ADOPTIONS

Outpatient means a Covered Person who is registered at a recognized
health care Facility who is not an Inpatient.

Per Lifetime means during the lifetime of an individual, regardless
of whether he or she is covered under this Policy or any other policy
or plan:

a. as an Employee or Dependent; and
b. with or without interruption of coverage.

[PlANS C, D, E]

*...

HEALTH BENEFITS INSURANCE

Plan means the [Carrier's] group health benefit plan purchased by
the Employer. [Note: If the "Plan" definition is employed, references
in this Policy to "Policy" should be changed to read "Plan"]

Planholder means the Employer who purchased group health benefit
plan. [Note: If the "Planholder" definition is employed, references in
this Policy to "Policyholder" should be changed to read "Planholder"]

Policy means this group policy, including the application and any
riders, amendments, or endorsements, between the Employer and [Car­
rier].

Policyholder means the Employer who purchased this Policy.
Practitioner means a person [Carrier] is required by law to recognize

who:
a. is properly licensed or certified to provide medical care under the

laws of the state where he or she practices; and
b. provides medical services which are within the scope of his or her

license or certificate and are covered by this Policy.
Pre-Approval or Pre-Approved means the [Carrier's] written approval

for specified services and supplies prior to the date charges are incurred.
Charges which are not Pre-Approved are Non-Covered Charges.

Pre-Existing Condition means an Illness or Injury which manifests
itself in the six months before a Covered Person's coverage under this
Policy starts, and for which:

a. a Covered Person sees a Practitioner, takes Prescription Drugs,
receives other medical care or treatment or had medical care or
treatment recommended by a Practitioner in the six months before
his or her coverage starts; or

b. an ordinarily prudent person would have sought medical advice,
care or treatment in the six months before his or her coverage
starts.

A pregnancy which exists on the date a Covered Person's coverage
starts is also a Pre-Existing Condition.

Prescription Drugs are drugs, biologicals and compound prescriptions
which are sold only by prescription and which are required to show
on the manufacturer's label the words: "Caution-Federal Law Prohibits
Dispensing Without a Prescription" or other drugs and devices as
determined by [Carrier], such as insulin.

Preventive Care means charges for routine physical examinations,
including related laboratory tests and x-rays, immunizations and vac­
cine, well baby care, pap smears, mammography and screening tests.

Provider means a recognized Facility or Practitioner of health care
in accordance with the terms of this Policy.
...*

COVERED CHARGES
This section lists the types of charges [Carrier] will consider as Covered
Charges. But what [Carrier] will pay is subject to all the terms of this
Policy. Read the entire Policy to find out what [Carrier] limits or
excludes.

Hospital Charges
[Carrier] covers charges for Hospital room and board and Routine
Nursing Care when it is provided to a Covered Person by a Hospital
on an Inpatient basis. But [Carrier] limits what [Carrier] pays each
day to the room and board limit shown in the Schedule. And [Carrier]
covers other Medically Necessary and Appropriate Hospital services and
supplies provided to a Covered Person during the Inpatient confinement.

If a Covered Person incurs charges as an Inpatient in a Special Care
Unit, [Carrier] covers the charges the same way [Carrier] covers charges
for any Illness.

[Carrier] will also cover Outpatient Hospital services, including
services provided by a Hospital Outpatient clinic. And [Carrier] covers
emergency room treatment, subject to this Policy's Emergency Room Co­
Payment Requirement section.

Any charges in excess of the Hospital semi-private daily room and
board limit are a Non-Covered Charge. This Policy's utilization review
features have penalties for non-compliance that may reduce what [Car­
rier] pays for Hospital charges.

[Carrier] limits what [Carrier] pays for the treatment of Mental and
Nervous Conditions and Substance Abuse. See the Charges Covered with
Special Limitations section of this Policy.

[PlANS C, D, E]

Unlimited

$25,000

$5,000

30 visits

30 visits

120 days

$500 per Covered
Person
$300 per Covered
Person

30 visits

DEFINITIONS

Charges for all treatment for Mental and
Nervous Conditions and Substance Abuse,
per Calendar Year
Charges for all treatment for Mental and
Nervous Conditions and Substance Abuse,
Per Lifetime
Per Lifetime Maximum Benefit (for all
Illnesses and Injuries)

Daily Room and Board Limits *[PlANS C, D, E]*

• During a Period of Hospital Confinement
For semi-private room and board accommodations, [Carrier] will cover

charges up to the Hospital's actual daily semi-private room and board
rate.

For private room and board accommodations, [Carrier] will cover
charges up to the Hospital's average daily semi-private room and board
rate, or if the Hospital does not have semi-private accommodations, 80%
of its lowest daily room and board rate. However, if the Covered Person
is being isolated in a private room because the Covered Person has a
communicable illness, [Carrier] will cover charges up to the Hospital's
actual private room charge.

For Special Care Units, [Carrier] will cover charges up to the
Hospital's actual daily room and board charge.

• During a Confinement In An Extended Care Center Or Rehabilitation
Center

[Carrier] will cover the lesser of:
a. the center's actual daily room and board charge; or
b. 50% of the covered daily room and board charge made by the

Hospital during the Covered Person's preceding Hospital confine­
ment, for semi-private accommodations.

Pre-Approval is required for charges incurred in connection with:
• Durable Medical Equipment
• Extended Care and Rehabilitation
• Home Health Care
• Hospice Care
• Infusion Therapy
• Prosthetic Devices

Charges which are not Pre-Approved by [Carrier] are Non-Covered
Charges

Payment Limits: For Illness or Injury, [Carrier] will pay up to the
payment limit shown below:
Charges for Inpatient confinement in an
Extended Care or Rehabilitation Center, per
Calendar Year (Combined benefits)
Charges for *therapeutic* manipulation *[or
adjustment of the spine] * per Calendar Year
Charges for speech and cognitive therapy per
Calendar Year (combined benefits)
Charges for physical or occupational therapy
per Calendar Year (combined benefits)
Charges for Preventive Care per Calendar
Year as follows: (Not subject to Cash
Deductible or Co-Insurance)
• for a Covered person who is a Dependent

child from birth until the end of the
Calendar Year in which the Dependent
child attains age 1

• for all other Covered Persons
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ADOPTIONS INSURANCE

EXHIBIT D

SCHEDULE OF INSURANCE AND PREMIUM RATES [PLAN D]
This Policy's classification, and the insurance coverages and amounts

which apply to each class are shown below:

[PLANS C, D, E]

$300 per
Covered Person

30 visits

30 visits

30 visits

120 days

$5,000

Unlimited

$25,000

Charges which are not Pre-Approved by [Carrier] are Non-Covered
Charges

Payment Limits: For Illness or Injury, [Carrier] will pay up to the
payment limit shown below:
Charges for Inpatient confinement in an
Extended Care or Rehabilitation Center, per
Calendar Year (Combined benefits)
Charges for ·therapeutic· manipulation "[or
adjustment of the spine]" per Calendar Year
Charges for speech and cognitive therapy per
Calendar Year (combined benefits)
Charges for physical or occupational therapy
per Calendar Year (combined benefits)
Charges for Preventive Care per Calendar
Year (Not subject to Cash Deductible or
Co-Insurance)
Charges for all treatment for Mental and
Nervous Conditions and Substance Abuse,
per Calendar Year
Charges for all treatment for Mental and
Nervous Conditions and Substance Abuse,
Per Lifetime
Per Lifetime Maximum Benefit (for all
Illnesses and Injuries)

*...
DEFINITIONS

Daily Room and Board Limits • [PLANS C, D, E]·

• During a Period of Hospital Confinement
For semi-private room and board accommodations, [Carrier] will cover

charges up to the Hospital's actual daily semi-private room and board
rate.

For private room and board accommodations, [Carrier] will cover
charges up to the Hospital's average daily semi-private room and board
rate, or if the Hospital does not have semi-private accommodations, 80%
of its lowest daily room and board rate. However, if the Covered Person
is being isolated in a private room because the Covered Person has a
communicable illness, [Carrier] will cover charges up to the Hospital's
actual private room charge.

For Special Care Units, [Carrier] will cover charges up to the
Hospital's actual daily room and board charge.

• During a Confinement In An Extended Care Center Or Rehabilitation
Center

[Carrier] will cover the lesser of:
a. the center's actual daily room and board charge; or
b. 50% of the covered daily room and board charge made by the

Hospital during the Covered Person's preceding Hospital confine­
ment, for semi-private accommodations.

Pre-Approval is required for charges incurred in connection with:
• Durable Medical Equipment
• Extended Care and Rehabilitation
• Home Health Care
• Hospice Care
• Infusion Therapy
• Prosthetic Devices

Outpatient means a Covered Person who is registered at a recognized
health care Facility who is not an Inpatient.

Per Lifetime means during the lifetime of an individual, regardless
of whether he or she is covered under this Policy or any other policy
or plan:

a. as an Employee or Dependent; and
b. with or without interruption of coverage.

Plan means the [Carrier's] group health benefit plan purchased by
the Employer. [Note: If the "Plan" definition is employed, references
in this Policy to "Policy" should be changed to read "Plan"]

Planholder means the Employer who purchased group health benefit
plan. [Note: If the "Planholder" definition is employed, references in
this Policy to "Policyholder" should be changed to read "Planholder"]

[$250, $500 or $1,000]
[$500, $1,000 or $2,000]
Note: Must be
individually satisfied by
2 separate Covered
Persons

25%

CLASS
[All eligible employees]

EMPLOYEE AND DEPENDENT HEALTH BENEFITS
Calendar Year Cash Deductible
Per Covered Person
Per Covered Family

Medicare Alternate Deductible
For a Covered Person who is eligible for Medicare by reason of a

disability, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.

After the 18 month period described in "[How This Policy Interacts
With]· Medicare ·as Secondary Payor·, ends with respect to a Covered
Person who is eligible for Medicare solely on the basis of End Stage
Renal Disease, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.

Emergency Room Co-Payment Requirement
Each time a Covered Person uses the services of a Hospital emergency

room, he or she must pay a [$50.00] Co-Payment, if he or she is not
admitted within 24 hours.

Pre-Admission Testing Charges
[Carrier] covers pre-admission x-ray and laboratory tests needed for
a planned Hospital admission or Surgery. [Carrier] only covers these
tests if the tests are done on an Outpatient basis within seven days
of the planned admission or Surgery.

However, [Carrier] will not cover tests that are repeated after ad­
mission or before Surgery, unless the admission or Surgery is deferred
solely due to a change in the Covered Person's health.
...*

Emergency Room Co-Payment, (waived if
admitted within 24 hours) $50

Co-Insurance
Co-Insurance is the percentage of a Covered Charge that must be

paid by a Covered Person. However, [Carrier] will waive the Co-In­
surance requirement once the Co-Insurance Cap has been reached. This
Policy's Co-Insurance, as shown below, does not include penalties in­
curred under this Policy's Utilization Review provisions, or any other
Non-Covered Charge.
The Co-Insurance for this Policy is as follows: 20%, except as stated

below
Exception: for Mental and Nervous and
Substance Abuse charges

Co-Insurance Caps
Per Covered Person per each Calendar Year
Per Covered Family per each Calendar Year

$2,000
$4,000. Note: Must be
individually satisfied by
2 separate Covered
Persons

·Note: The Co-Insurance Caps cannot be met with:
• Non-Covered Charges
• Cash Deductibles
• Co-Insurance for the treatment of Mental and Nervous Conditions

and Substance Abuse
• Co-Payments.·
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INSURANCE ADOPTIONS

Policy means this group policy, including the application and any
riders, amendments, or endorsements, between the Employer and [Car­
rier].

Policyholder means the Employer who purchased this Policy.
Practitioner means a person [Carrier] is required by law to recognize

who:
a. is properly licensed or certified to provide medical care under the

laws of the state where he or she practices; and
b. provides medical services which are within the scope of his or her

license or certificate and are covered by this Policy.
Pre-Approval or Pre-Approved means the [Carrier's] written approval

for specified services and supplies prior to the date charges are incurred.
Charges which are not Pre-Approved are Non-Covered Charges.

Pre-Existing Condition means an Illness or Injury which manifests
itself in the six months before a Covered Person's coverage under this
Policy starts, and for which:

a. a Covered Person sees a Practitioner, takes Prescription Drugs,
receives other medical care or treatment or had medical care or
treatment recommended by a Practitioner in the six months before
his or her coverage starts; or

b. an ordinarily prudent person would have sought medical advice,
care or treatment in the six months before his or her coverage
starts.

A pregnancy which exists on the date a Covered Person's coverage
starts is also a Pre-Existing Condition.

Prescription Drugs are drugs, biologicals and compound prescriptions
which are sold only by prescription and which are required to show
on the manufacturer's label the words: "Caution-Federal Law Prohibits
Dispensing Without a Prescription" or other drugs and devices as
determined by [Carrier], such as insulin.

Preventive Care means charges for routine physical examinations,
including related laboratory tests and x-rays, immunizations and vac­
cine, well baby care, pap smears, mammography and screening tests.

Provider means a recognized Facility or Practitioner of health care
in accordance with the terms of this Policy.
. ~ .*

EXHIBIT E

$150
$300. Note: Must be
individually satisfied by
2 separate Covered
Persons

*...
HEALTH BENEFITS INSURANCE [PLANS C, D, E]

Pre-Admission Testing Charges
[Carrier] covers pre-admission x-ray and laboratory tests needed for
a planned Hospital admission or Surgery. [Carrier] only covers these
tests if the tests are done on an Outpatient basis within seven days
of the planned admission or Surgery.

However, [Carrier) will not cover tests that are repeated after ad­
mission or before Surgery, unless the admission or Surgery is deferred
solely due to a change in the Covered Person's health.
...*

SCHEDULE OF INSURANCE AND PREMIUM RATES [PLAN E)
This Policy's classification, and the insurance coverages and amounts

which apply to each class are shown below:

CLASS
[All eligible employees]

EMPLOYEE AND DEPENDENT HEALTH BENEFITS
Calendar Year Cash Deductible
Per Covered Person
Per Covered Family

Medicare Alternate Deductible
For a Covered Person who is eligible for Medicare by reason of a

disability, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.

After the 18 month period described in '[How This Policy Interacts
With]* Medicare *as Secondary Payor*, ends with respect to a Covered
Person who is eligible for Medicare solely on the basis of End Stage
Renal Disease, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.

COVERED CHARGES
This section lists the types of charges [Carrier] will consider as Covered
Charges. But what [Carrier) will pay is subject to all the terms of this
Policy. Read the entire Policy to find out what [Carrier] limits or
excludes.

Hospital Charges
[Carrier] covers charges for Hospital room and board and Routine
Nursing Care when it is provided to a Covered Person by a Hospital
on an Inpatient basis. But [Carrier] limits what [Carrier] pays each
day to the room and board limit shown in the Schedule. And [Carrier]
covers other Medically Necessary and Appropriate Hospital services and
supplies provided to a Covered Person during the Inpatient confinement.

If a Covered Person incurs charges as an Inpatient in a Special Care
Unit, [Carrier] covers the charges the same way [Carrier) covers charges
for any Illness.

[Carrier] will also cover Outpatient Hospital services, including
services provided by a Hospital Outpatient clinic. And [Carrier] covers
emergency room treatment, subject to this Policy's Emergency Room Co­
Payment Requirement section.

Any charges in excess of the Hospital semi-private daily room and
board limit are a Non-Covered Charge. This Policy's utilization review
features have penalties for non-compliance that may reduce what [Car­
rier] pays for Hospital charges.

[Carrier) limits what [Carrier] pays for the treatment of Mental and
Nervous Conditions and Substance Abuse. See the Charges Covered with
Special Limitations section of this Policy.

Emergency Room Co-Payment Requirement
Each time a Covered Person uses the services of a Hospital emergency

room, he or she must pay a [$50.00] Co-Payment, if he or she is not
admitted within 24 hours.

Emergency Room Co-Payment, (waived if
admitted within 24 hours) $50

Co-Insurance
Co-Insurance is the percentage of a Covered Charge that must be

paid by a Covered Person. However, [Carrier] will waive the Co-In­
surance requirement once the Co-Insurance Cap has been reached. This
Policy's Co-Insurance, as shown below, does not include penalties in­
curred under this Policy's Utilization Review provisions, or any other
Non-Covered Charge.
The Co-Insurance for this Policy is as
follows: 10%

Co-Insurance Caps
Per Covered Person per each Calendar Year $1,500
Per Covered Family per each Calendar Year $3,000 Note: Must be

individually satisfied by
2 separate Covered
Persons

*Note: The Co-Insurance Caps cannot be met with:
• Non-Covered Charges
• Cash Deductibles
• Co-Insurance for the treatment of Mental and Nervous Conditions

and Substance Abuse
• Co-Payments.*

Daily Room and Board Limits *[PLANS C, D, E)*

• During a Period of Hospital Confinement
For semi-private room and board accommodations, [Carrier] will cover

charges up to the Hospital's actual daily semi-private room and board
rate.

For private room and board accommodations, [Carrier] will cover
charges up to the Hospital's average daily semi-private room and board
rate, or if the Hospital does not have semi-private accommodations, 80%
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ADOPTIONS INSURANCE

of its lowest daily room and board rate. However, if the Covered Person
is being isolated in a private room because the Covered Person has a
communicable illness, [Carrier] will cover charges up to the Hospital's
actual private room charge.

For Special Care Units, [Carrier] will cover charges up to the
Hospital's actual daily room and board charge.

• During a Conftnement In An Extended Care Center Or Rehabilitation
Center

[Carrier] will cover the lesser of:
a. the center's actual daily room and board charge; or
b. 50% of the covered daily room and board charge made by the

Hospital during the Covered Person's preceding Hospital confine­
ment, for semi-private accommodations.

Pre-Approyal is required for charges incurred in connection with:
• Durable Medical Equipment
• Extended Care and Rehabilitation
• Home Health Care
• Hospice Care
• Infusion Therapy
• Prosthetic Devices

Outpatient means a Covered Person who is registered at a recognized
health care Facility who is not an Inpatient.

Per Lifetime means during the lifetime of an indMdual, regardless
of whether he or she is covered under this Policy or any other policy
or plan:

a. as an Employee or Dependent; and
b. with or without Interruption of coverage.

Plan means the [Carrier's] group health benefit plan purchased by
the Employer. [Note: If the "Plan" definition Is employed, references
in this Policy to "Policy" should be changed to read "Plan"]

Planholder means the Employer who purchased group health benefit
plan. [Note: If the "Planholder" definition Is employed, references in
this Policy to "Policyholder" should be changed to read "Planholder"]

Policy means this group policy, inc:ludlng the application and any
riders, amendments, or endorsements, between the Employer and [Car­
rier].

Policyholder means the Employer who purchased this Policy.
Practitioner means a person [Carrier] is required by law to recognize

who:
a. Is properly licensed or certified to provide medical care under the

laws of the state where he or she practices; and
b. provides medical services which are within the scope of his or her

license or certificate and are covered by this Policy.

[PLANS C, D, E)HEALTH BENEFITS INSURANCE

*...

Pre-Approyal or Pre-Approved means the [Carrier's] written approval
for specified services and supplies prior to the date charges are incurred.
Charges which are not Pre-Approved are Non-Covered Charges.

Pre-Existing Condition means an Illness or Injury which manifests
itself in the six months before a Covered Person's coverage under this
Policy starts, and for which:

a. a Covered Person sees a Practitioner, takes Prescription Drugs,
receives other medical care or treatment or had medical care or
treatment recommended by a Practitioner in the six months before
his or her coverage starts; or

b. an ordinarily prudent person would have sought medical advice,
care or treatment in the six months before his or her coverage
starts.

A pregnancy which exists on the date a Covered Person's coverage
starts Is also a Pre-Existing Condition.

Prescription Drugs are drugs, biologicals and compound prescriptions
which are sold only by prescription and which are required to show
on the manufacturer's label the words: "Caution-Federal Law Prohibits
Dispensing Without a Prescription" or other drugs and devices as
determined by [Carrier], such as insulin.

Preventive Care means charges for routine physical examinations,
including related laboratory tests and x-rays, immunizations and vac­
cine, weli baby care, pap smears, mammography and screening tests.

Provider means a recognized Facility or Practitioner of health care
in accordance with the terms of this Policy.
...*

COVERED CHARGES
This section lists the types of charges [Carrier] wili consider as Covered
Charges. But what [Carrier] will pay is subject to all the terms of tbis
Policy. Read the entire Policy to lind out what [Carrier] limits or
excludes.

Hospital Charges
[Carrier] covers charges for Hospital room and board and Routine
Nursing Care when it is provided to a Covered Person by a Hospital
on an Inpatient basis. But [Carrier] limits what [Carrier] pays each
day to the room and board limit shown in the Schedule. And [Carrier]
covers other Medically Necessary and Appropriate Hospital services and
supplies provided to a Covered Person during the Inpatient confinement.

If a Covered Person incurs charges as an Inpatient in a Special Care
Unit, [Carrier] covers the charges the same way [Carrier] covers charges
for any Illness.

[Carrier] will also cover Outpatient Hospital services, including
services provided by a Hospital Outpatient clinic. And [Carrier] covers
emergency room treatment, subject to this Policy's Emergency Room Co­
Payment Requirement section.

Any charges in excess of the Hospital semi-private daily room and
board limit are a Non-Covered Charge. This Policy's utilization review
features have penalties for non-compliance that may reduce what [Car.
rier] pays for Hospital charges.

[Carrier] limits what [Carrier] pays for the treatment of Mental and
Nervous Conditions and Substance Abuse. See the Charges Covered with
Special Limitations section of this Policy.

Emergency Room Co-Payment Requirement
Each time a Covered Person uses the services of a Hospital emergency

room, he or she must pay a [$50.00] Co-Payment, if he or she is not
admitted within 24 hours.

Pre·Admission Testing Charges
[Carrier] covers pre-admission x-ray and laboratory tests needed for
a planned Hospital admission or Surgery. [Carrier] only covers these
tests if the tests are done on an Outpatient basis within seven days
of the planned admission or Surgery.

However, [Carrier] will not cover tests that are repeated after ad­
mission or before Surgery, unless the admission or Surgery is deferred
solely due to a change in the Covered Person's health.
.... ".

[PLANS C, D, E)

$300 per
Covered Person

30 visits

30 visits

Unlimited

30 visits

120 days

$25,000

$5,000

DEFINITIONS

Charges which are not Pre-ApproYed by [Carrier] are Non-Coyered
Charges

Payment Limits: For Illness or Injury, [Carrier] will pay up to the
payment limit shown below:
Charges for Inpatient confinement in an
Extended Care or Rehabilitation Center, per
Calendar Year (Combined benefits)
Charges for *therapeutic* manipulation *[or
adjustment of the spine]* per Calendar Year
Charges for speech and cognitive therapy per
Calendar Year (combined benefits)
Charges for physical or occupational therapy
per Calendar Year (combined benefits)
Charges for Preventive Care per Calendar
Year (Not subject to Cash Deductible or
Co-Insurance)
Charges for all treatment for Mental and
Nervous Conditions and Substance Abuse,
per Calendar Year
Charges for all treatment for Mental and
Nervous Conditions and Substance Abuse,
Per Lifetime
Per Lifetime Maximum Benefit (for all
Illnesses and Injuries)
*...
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INSURANCE ADOPTIONS

EXHIBIT F

SCHEDULE OF INSURANCE AND PREMIUM
RATES EXAMPLE PPO (without Co-payment)

This Policy's classification, and the insurance coverages and amounts
which apply to each class are shown below:

CLASS
[All eligible employees]

Schedule of Insurance and Premium Rates .
General Provisions .
Claim Provisions .
Planholders .
Definitions .
Employee Coverage .
Dependent Coverage .
Preferred Provider Organization Provisions .
Point of Service Provisions .
Health Benefits Insurance .
Utilization Review Features .
Alternate Treatment Features .
Centers of Excellence Features .
Exclusions .
Continuation Rights .
Conversion Rights for Divorced Spouses .
Effect Of Interaction with a Health Maintenance

Organization Plan .
Coordination of Benefits .
Benefits for Automobile Related Injuries .
*[How This Policy Interacts with]* Medicare *as

Secondary Payor* .
Right To Recovery-Third Party Liability .
Statement of ERISA Rights .
Claims Procedures .

PLANS B, C, D, E
[Carrier]

SMALL GROUP HEALTH BENEFITS POLICY

POLICYHOLDER: [ABC Company]

GROUP POLICY NUMBER
[G-12345]

GOVERNING JURISDICTION
NEW JERSEY

EFFECTIVE DATE OF POLICY
[January 1, 1994]

POLICY ANNIVERSARIES: [January lst of each year, beginning in
1995.]

PREMIUM DUE DATES: [Effective Date, and the first day of the month
beginning with February, 1994.]

AFFILIATED COMPANIES: [DEF Company]

[Carrier] in consideration of the application for this Policy and of the
payment of premiums as stated herein, agrees to pay benefits in ac­
cordance with and subject to the terms of this Policy. This Policy is
delivered in the jurisdiction specified above and is governed by the laws
thereof.

The provisions set forth on the following pages constitute this Policy.
The Effective Date is specified above.
This Policy takes effect on the Effective Date, if it is duly attested

below. It continues as long as the required premiums are paid, unless
it ends as described in the General Provisions section.

[$250, $500 or $1,000]
[$500, $1,000 or $2,000]
Note: Must be
individually satisfied by
2 separate Covered
Persons

$1,000

None

$50]*

$2,000

$200

EMPLOYEE AND DEPENDENT HEALTH BENEFITS

Calendar Year Cash Deductible
Per Covered Person
Per Covered Family

Medicare Alternate Deductible
For a Covered Person who is eligible for Medicare by reason of a

disability, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.

After the 18 month period described in *[How This Policy Interacts
With]* Medicare *as Secondary Payor*, ends with respect to a Covered
Person who is eligible for Medicare solely on the basis of End Stage
Renal Disease, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.

Hospital Confinement Co-Payment
-per day
-maximum Co-Payment per Period of

Confinement
-maximum Co-Payment per Covered

Person per Calendar Year
Emergency Room Co-Payment, (waived if
admitted within 24 hours)

*[. if treatment, services or supplies are
given by a Network Provider

• if treatment, services or supplies are
given by a Non-Network Provider

Co.Payment-If treatment, services or supplies
are given by a Network Provider:

• Physician Visits $10
• Emergency Room (waived if admitted

within 24 hours) $50

Co-Insurance
Co-Insurance is the percentage of a Covered Charge that must be

paid by a Covered Person. However, [Carrier] will waive the Co-In­
surance requirement once the Co-Insurance Cap has been reached. This
Policy's Co-Insurance, as shown below, does not include penalties in­
curred under this Policy's Utilization Review provisions, or any other
Non-Covered Charge.

The Co-Insurance for this Policy is as follows:
• if treatment, services or supplies are

given by a Network Provider 20%
• if treatment, services or supplies are

given by a*n* *[Non]**Out*-Network
Provider 40%

The Coinsured Charge Limit means the amount of Covered Charges
a Covered Person must incur before no Co-Insurance is required, except
as stated below.

Exception: Charges for Mental and Nervous Conditions and Substance
Abuse treatment are not subject to or eligible for the Coinsured Charge
Limit.
Coinsured Charge Limit: $10,000

SCHEDULE OF INSURANCE AND PREMIUM
RATES EXAMPLE PPO (with Co-payment)

This Policy's classification, and the insurance coverages and amounts
which apply to each class are shown below:

CLASS
[All eligible employees]

EMPLOYEE AND DEPENDENT HEALTH BENEFITS

PAGE(S)

President][Secretary
[Dividends are apportioned each year.]

POLICY INDEX

SECTION
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ADOPTIONS INSURANCE

Medicare Alternate Deductible
For a Covered Person who is eligible for Medicare by reason of a

disability, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.

After the 18 month period described in '[How This Policy Interacts
With]· Medicare ·as Secondary Payor·, ends with respect to a Covered
Person who is eligible for Medicare solely on the basis of End Stage
Renal Disease, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.

Emergency Room Co-Payment, (waived if
admitted within 24 hours) (Out-Network
Provider) $50

Medicare Alternate Deductible
For a Covered Person who is eligible for Medicare by reason of a

disability, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.

After the 18 month period described in '[How This Policy Interacts
With]· Medicare ·as Secondary Payor·, ends with respect to a Covered
Person who is eligible for Medicare solely on the basis of End Stage
Renal Disease, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.

• Hospital Confinement

Calendar Year Cash Deductible-If treatment
services or supplies are given by an '[Non)'
·Out·-Network Provider
Per Covered Person
Per Covered Family

$100 per day, up to $500
per confinement, $1,000
per Calendar Year

[$250, $500 or $1,000)

[$500, $1,000 or $2,000]
Note: Must be
individually satisfied by
2 separate Covered
Persons

Calendar Year Cash Deductible-If treatment
services or supplies are given by a Non-referred
Provider
Per Covered Person
Per Covered Family

[$250, $500 or $1,(00)

[$500, $1,000 or $2,(00)
Note: Must be
individually satisfied by
2 separate Covered
Persons

This Policy's classification, and the insurance coverages and amounts
which apply to each class are shown below:

20%, except as
stated below

Co-Insurance
Co-Insurance is the percentage of a Covered Charge that must be

paid by a Covered Person. However, [Carrier) will waive the Co-In­
surance requirement once the Co-Insurance Cap has been reached. This
Policy's Co-Insurance, as shown below, does not include penalties in­
curred under this Policy's Utilization Review provisions, or any other
Non-Covered Charge.

The Co-Insurance for this Policy is as follows:
• if treatment, services or supplies are None, except as

given by the PCP stated below
• if treatment, services or supplies are

given or referred by a non referred
Provider

Exception: for Mental and Nervous and
Substance Abuse charges

• if treatment, services or supplies are given
or referred by the PCP 5%

• if treatment, services or supplies are given
by a non-referred Provider 25%

The Coinsured Charge Limit means the amount of Covered Charges
a Covered Person must incur before no Co-Insurance is required, except
as stated below.

Exception: Charges for Mental and Nervous Conditions and Substance
Abuse treatment are not subject to or eligible for the Coinsured Charge
Limit.
Coinsured Charge Limit: $10,000

PREMIUM RATES ·[PLANS B, C, D, E]·
[The ·initial· monthly premium rates, in U.S. dollars, for the insurance

provided under this Policy are as follows:

Coverage Premium Rate
Health Benefits

-per Employee $9999.99
-per Employee and spouse $9999.99
-per Employee and children $9999.99
-per Employee, spouse and children $9999.99)

[Carrier) has the right to change any premium rate(s) set forth above
at the times and in the manner established by the provision Premium
Rate Changes section of this Policy.

EXAMPLE POS

$50

$100 per day, up to $500
per confinement, $1,000
per Calendar Year

$10

Emergency Room Co-Payment, (waived if
admitted within 24 hours)
(·[Non)··Out·-Network Provider) $50

Co-Insurance
Co-Insurance is the percentage of a Covered Charge that must be

paid by a Covered Person. However, [Carrier) will waive the Co-In­
surance requirement once the Co-Insurance Cap has been reached. This
Policy's Co-Insurance, as shown below, does not include penalties in­
curred under this Policy's Utilization Review provisions, or any other
Non-Covered Charge.

The Co-Insurance for this Policy is as follows:
• if treatment, services or supplies are

given by a Network Provider None
• if treatment, services or supplies are

given by a·n· ·[Non)··Out·-Network
Provider 30%

The Coinsured Charge Limit means the amount of Covered Charges
a Covered Person must incur before no Co-Insurance is required, except
as stated below.

Exception: Charges for Mental and Nervous Conditions and Substance
Abuse treatment are not subject to or eligible for the Coinsured Charge
Limit.
Coinsured Charge Limit: $10,000

SCHEDULE OF INSURANCE AND
PREMIUM RATES

CLASS
[All eligible employees)

EMPLOYEE AND DEPENDENT HEALTH BENEFITS
Co-Payment-If treatment, services or supplies
are given or referred by a PCP:

• Physician Visits
• Emergency Room (waived if admitted

within 24 hours)

• Hospital Confinement

NEW JERSEY REGISTER, MONDAY, NOVEMBER 15, 1993 (CITE 25 NJ.R. 5293)

You're viewing an archived copy from the New Jersey State Library.



INSURANCE

GENERAL PROVISIONS

THE POLICY
The entire Policy consists of:
[a. the forms shown in the Policy Index as of the Effective Date,;
b.) the Policyholder's application, a copy of which is attached to thIs

Policy;
[c.) any riders, [endorsements) or amendments to this Policy and
[d. )the individual applications, if any, of the persons covered.

STATEMENTS
No statement will avoid the insurance under this Policy, or be used

in defense of a claim hereunder unless:
a. in the case of the Policyholder, it is contained in the application

signed by the Policyholder; or
b. in the case of a Covered Person, it is contained in a written

instrument signed by the Covered Person, and a copy of which
is furnished to the Covered Person or the Covered Person's
beneficiary.

All statements will be deemed representations and not warranties.

INCONTESTABILITY OF THIS POLICY
There will be no contest of the validity of this Policy, except for not

paying premiums, after it has been in force for 2 years *from the Effective
Date*.

No statement in any application, except a fraudulent statement, made
by the Policyholder or by a person insured under this Policy shall be
used in contesting the validity of his or her insurance or in denying a
claim for a loss incurred after such insurance has been in force for two
years during the person's lifetime. Note: There is no time limit with
respect to a contest in connection with fraudulent statements.

'[If this Policy replaces the policy of another insurer, [Carrier) may
rescind this Policy based on misrepresentations made in the
Policyholder's or a Covered Person's signed application for up to two
years from this Policy's Effective Date.)'

AMENDMENT
This Policy may be amended, at any time, without the consent of the

Covered Persons or of anyone else with a beneficial interest in it. This
can be done through written request made by the Policyholder and
agreed to by [Carrier). [Carrier) may also make amendments to this
Policy, as provided in b. and c. below. [Carrier) will give the Policyhold~r

30 days advance written notice. An amendment will not affect benefIts
for a service or supply furnished before the date of change.

Only an officer of [Carrier) has authority: to waive any conditions or
restrictions of this Policy; or fo extend the time in which a premium
may be paid; or to make or change a Policy; or to bind [Carrier) by
a promise or representation or by information given or received.

No change in this Policy is valid unless the change is shown in one
of the following ways:

[a. It is shown in an endorsement on it signed by an officer of
[Carrier).)

[b.) In the case of a change in this Policy that has been automatically
made to satisfy the requirements of any state or federal law that
applies to this Policy, as provided in the Conformity With Law
section, it is shown in an amendment to it that is signed by an
officer of [Carrier).

[c.) In the case of a change required by [Carrier), it is shown in an
amendment to it that:

• is signed by an officer of [Carrier); and
• is accepted by the Policyholder as evidenced by payment of

a premium becoming due under this Policy on or after the
Effective Date of such change.

[d. )In the case of a written request by the Policyholder for a change,
it is shown in an amendment to it signed by the Policyholder and
by an officer of [Carrier).

AFFILIATED COMPANIES
If the Policyholder asks [Carrier) in writing to include an Affiliated

Company under this Policy, and [Carrier) gives written approval for the
inclusion, [Carrier] will treat Employees of that company like the
Policyholder's Employees. [Carrier's] written approval will include the
starting date of the company's coverage under this Policy. But each
eligible Employee of that company must still meet all the terms and
conditions of this Policy before becoming covered.

ADOPTIONS

An Employee of the Policyholder and one or more Affiliated Com­
panies will be considered an Employee of only one of those Employers
for the purpose of this Policy. That Employee's service with multiple
Employers will be treated as service with that one.

The Policyholder must notify [Carrier] in writing when a company stops
being an Affiliated Company. As of this date, this Policy will be con­
sidered to end for Employees of that Employer. This applies to all of
those Employees except those who, on the next day, are employed by
the Policyholder or another Affiliated Company as eligible Employees.

PREMIUM AMOUNTS
The premium due on each premium due date is the sum of the

premium charges for the coverage then provided. Those charges are
determined from the premium rates then in effect and the Employees
*and Dependents* then covered.

Premium payments may be determined in another way. But it must
produce about the same amounts and be agreed to by the Policyholder
and [Carrier].

The following will apply if one or more premiums paid include
premium charges for an Employee *and/or Dependent* whose coverage
has ended before the due date of that premium. [Carrier] will not have
to refund more than [the amount of a. minus b.:

a. The amounts of the premium charges for such Employee that were
included in the premiums paid for the two months period im­
mediately before the date [Carrier] receives written notice from
the Policyholder that the Employee's *and/or Dependent's* cov­
erage has ended.

b. The amount of any claims paid to an Employee for the Employee's
claims or to a member of the Employee's family unit after that
person's coverage has ended.]

PAYMENT OF PREMIUMS-GRACE PERIOD
Premiums are to be paid by the Policyholder to [Carrier). Each may

be paid at a [Carrier's] office [or to one of its authorized agents.) One
is due on each premium due date stated on the first page of this Policy.
The Policyholder may pay each premium other than the first within 31
days of the premium due date without being charged interest. Those
days are known as the grace period. The Policyholder is liable to pay
premiums to [Carrier) for the '[first)' time this Policy is in force.
Premiums unpaid after the end of the grace period are subject to a late
payment interest charge determined as a percentage of the amount
unpaid. That percentage will be determined by [Carrier) from time to
time, but will not be more than the maximum allowed by law.

PREMIUM RATE CHANGES
The premium rates in effect on the Effective Date as shown in this

Policy's Schedule. [Carrier) has the right to change premium rates as
of any of these dates:

a. Any premium due date.
b. Any date that an Employer becomes, or ceases to be, an Affiliated

Company.
c. Any date that the extent or nature of the risk under this Policy

is changed:
• by amendment or this Policy; or
• by reason of any provision of law or any government program

or regulation; or
• if this Policy supplements or coordinates with benefits

provided by an other insurer, non-profit hospital or medical
service plan, or health maintenance organization, on any date
[Carrier's] obligation under this Policy is changed because
of a change in such other benefits.

d. At the discovery of a clerical error or misstatement as described
below.

e. As of the date the nature of the Policyholder's business changes.
[Carrier] will give the Policyholder 30 days advance written notice

when a change in the premium rates is made.

PARTICIPATION REQUIREMENTS
If this Policy provides coverage on a Non-contributory basis (the

Policyholder pays the entire premium), [75%] of the Employees eligibl.e
for insurance must be enrolled for coverage. If Dependent coverage IS
provided on a Non-contributory basis, [75%] of the Employees eligible
for Dependent coverage must enroll their eligible Dependents. (If an
eligible Employee is not covered by this Policy because:

a. the Employee is covered as a Dependent under a spouse's cov­
erage; or
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ADOPTIONS

b. the Employee is covered under a Health Maintenance Organiza­
tion plan offered by the Policyholder,

[Carrier] will count this person as being covered by this Policy for
the purposes of satisfying participation requirements.)

If this Policy provides coverage on a Contributory basis (the Employee
pays part of the premium), [75%] of the Employees eligible for insurance
must be enrolled for coverage. If Dependent coverage is provided on
a Contributory basis, [75%] of the Employees eligible for Dependent
coverage must enroll their eligible Dependents. (If an eligible Employee
is not covered by this Policy because:

a. the Employee is covered as a Dependent under a spouse's cov­
erage; or

b. the Employee is covered under a Health Maintenance Organiza­
tion plan offered by the Policyholder,

[Carrier] will count this person as being covered by this Policy for
the purposes of satisfying participation requirements.)

CLERICAL ERROR-MISSTATEMENTS
Neither clerical error by the Policyholder, nor the [Carrier] in keeping

any records pertaining to coverage under this Policy, nor delays in making
entries thereon, will *not* invalidate coverage *which would* otherwise
*be in force, or continue coverage which would otherwise be* validly
terminated. However, upon discovery of such error or delay, an equitable
adjustment of premiums will be made.

Premium adjustments involving return of unearned premium to the
Policyholder will be limited to the period of 12 months preceding the
date of [Carrier's] receipt of satisfactory evidence that such adjustments
should be made.

If the age of an Employee, or any other relevant facts, are found to
have been misstated, and the premiums are thereby affected, an equitable
adjustment of premiums will be made. If such misstatement involves
whether or not the person's coverage would have been accepted by
(Carrier], or the amount of coverage, subject to this Policy's In­
contestability section, the true facts will be used in determining whether
coverage is in force under the terms of this Policy, and in what amounts.

TERMINATION OF THE POLICY-RENEWAL PRIVILEGE
[Carrier] has the right to cancel this Policy on any premium due date

subject to 30 days advance written notice to the Policyholder for the
following reasons:

a. During or at End of Grace Period-Failure to Pay Premiums: If
any premium is not paid by the end of its grace period, this Policy
will automatically end when that period ends. But the Policyholder
may write to [Carrier], in advance, to ask that this Policy be ended
at the end of the period for which premiums have been paid or
at any time during the grace period. Then this Policy will end on
the date requested. *The Policyholder is liable to pay premiums
to [Carrier] for the time this Policy is in force.*

'[b. the Policyholder moves its principal place of business outside the
State of New Jersey;]'

'[c.]'*b.* subject to the statutory notification requirements, [Carrier]
ceases to do business in the small group market;

'[d.l'*c.* with respect to Contributory Policies, less than [75%] of
the Employer's eligible Employees are covered by this
Policy. (If an eligible Employee is not covered by this Policy
because:

1. the Employee is covered as a Dependent under a spouse's
coverage; or

2. the Employee is covered under a Health Maintenance Or­
ganization plan offered by the Policyholder,

[Carrier] will count that Employee as being covered by this Policy for
purposes of satisfying participation requirements.); or

'[e.]'*d.* with respect to Non-contributory Policies, less than [75%]
of the Employer'S eligible Employees are covered by this
Policy. (If an eligible Employee is not covered by this Policy
because:

1. the Employee is covered as a Dependent under a spouse's
coverage; or

2. the Employee is covered under a Health Maintenance Or­
ganization plan offered by the Policyholder,

[Carrier] will count that Employee as being covered by this Policy for
,urposes of satisfying participation requirements.)

Immediate cancellation will occur if the Policyholder commits
'raudulent acts or makes misrepresentations with respect to coverage of
:ligible Employees or Dependents or status as a Small Employer.

INSURANCE

This Policy is issued for a term of one (1) year from the Effective
Date shown in the first page of this Policy. All Policy Years and Policy
Months will be calculated from the Effective Date. All periods of in­
surance hereunder will begin and end at 12:00:01 a.m. Eastern Standard
Time at the Policyholder's place of business.

The Policyholder may renew this Policy for a further term of one (1)
year, on the first and each subsequent Policy Anniversary. All renewals
are subject to the payment of premiums then due, computed as provided
in this Policy's Premium Amounts section.

However, [Carrier] has the right to non-renew this Policy on any Policy
Anniversary if the Policyholder is no longer a Small Employer *in
accordance with the laws in the State of New Jersey*.

The Employer must certify to [Carrier] the Employer's status as a
Small Employer every year. Certification must be given to [Carrier]
within 10 days of the date [Carrier] requests it. If Employer fails to do
this, [Carrier] retains the right to take the actions described above as
of the Employer's Policy Anniversary.

[Also, if the nature of the Employer's business changes, the Employer
must notify [Carrier] within 30 days. [Carrier] has the right to change
the rates [Carrier] charges for this Policy if this happens. If the Employer
fails to notify [Carrier] within 30 days, [Carrier] has the right to adjust
premium rates retroactively to the date the nature of the Employer's
business changed.] [Note: This section will sunset January 1, 1997]

[DMDENDS
[Carrier] will determine the share, if any, of its divisible surplus

allocable to this Policy as of each Policy Anniversary, if this Policy stays
in force by the payment of all premiums to that date. The share will
be credited to this Policy as a dividend as of that date.

Each dividend will be paid to the Policyholder in cash unless the
Policyholder asks that it be applied toward the premium then due or
future premiums due.

[Carrier's] sole liability as to any dividend is as set forth above.
If the aggregate dividends under this Policy and any other policy(ies)

of the Policyholder exceed the aggregate payments towards their cost
made from the Employer's own funds, the Policyholder will see that an
amount equal to the excess is applied for the benefit of Covered Persons.]

EMPLOYEE'S CERTIFICATE
[Carrier] will give the Policyholder an individual certificate of coverage

to give each covered Employee. It will describe the Employee's coverage
under this Policy. It will include:

(1) to whom [Carrier] pays benefits,
(2) any protection and rights when the coverage ends and
(3) claim rights and requirements.
In the event this Policy is amended, and such amendment affects the

material contained in the certificate of coverage, a rider or revised
certificate reflecting such amendment will be issued to the Policyholder
for delivery to affected Employees.

OFFSET
[Carrier] reserves the right, before paying benefits to a Covered

Person, to use the amount of payment due to offset a claims payment
previously made in error.

CONTINUING RIGHTS
[Carrier's] failure to apply terms or conditions does not mean that

[Carrier] waives or gives up any future rights under this Policy.

ASSIGNMENT BY POLICYHOLDER
Assignment or transfer of the interest of the Policyholder under this

Policy will not bind [Carrier] without [Carrier's] written consent thereto.

CONFORMITY WITH LAW
Any provision of this Policy which, on its Effective Date, is in conflict

with the statutes of the state in which the Covered Person resides, or
with Federal law, is hereby amended to conform to the minimum require­
ments of such State law or Federal law.

LIMITATION OF ACTIONS
No action at law or in equity shall be brought to recover on this Policy

until 60 days after a Covered Person files written proof of loss. No such
action shall be brought more than three years after the end of the time
within which proof of loss is required.
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WORKERS' COMPENSATION
The health benefits provided under this Policy are not in place of,

and do not affect requirements for coverage by Workers' Compensation.

NOTICES AND OTHER INFORMATION
Any notices, documents, or other information under this Policy may

be sent by United States mail, postage prepaid, addressed as follows:
If to [Carrier]: To the last address on record with the Policyholder.
If to a Covered Person: To the last address provided by the Covered

Person on an enrollment or change of address form actually delivered
to [Carrier].

If to the Policyholder: To the last address of the Policyholder on record
with [Carrier].

RECORDS-INFORMATION TO BE FURNISHED
[Carrier] will keep a record of the Covered Persons. It will contain

key facts about their coverage.
At the times set by [Carrier], the Policyholder will send the data

required by [Carrier] to perform its duties under this Policy, and to
determine the premium rates and certify status as a Small Employer.
All records of the Policyholder and of the Employer which bear on this
Policy must be open to [Carrier] for its inspection at any reasonable
time.

[Carrier] will not have to perform any duty that depends on such data
before it is received in a form that satisfies [Carrier]. The Policyholder
may correct wrong data given to [Carrier], if [Carrier] has not been
harmed by acting on it. A person's coverage under this Policy will not
be made invalid by failure of the Policyholder or the Employer, due
to clerical error, to record or report the Employee for coverage.

The Policyholder will furnish [Carrier] the Employee and Dependents
eligibility requirements of this Policy that apply on the Effective Date.
Subject to [Carrier's] approval, those requirements will apply to the
Employee and Dependent coverage under this Policy. The Policyholder
will notify [Carrier] of any change in the eligibility requirements of this
Policy, but no such change will apply to the Employee or Dependent
coverage under this Policy unless approved in advance by [Carrier].

The Policyholder will notify [Carrier] of any event, including a change
in eligibility, that causes termination of a Covered Person's coverage
immediately, or in no event later than the last day of the month in which
the event occurs. The liability of [Carrier] to arrange or provide benefits
for a person ceases when the person's coverage ends under this Policy.
[If the Policyholder fails to notify [Carrier] as provided above, [Carrier]
will be entitled to reimbursement from the Policyholder of any benefits
paid to any person after the person's coverage '[has]' ·should have·
ended.]

CLAIMS PROVISIONS
A claimant's right to make a claim for any benefits provided by this

Policy is governed as follows:

[NOTICE OF LOSS
A claimant should send a written notice of claim to [Carrier] within

20 days of a loss. No special form is required to do this. The notice
need only identify the claimant and the Policyholder.

When [Carrier] receives the notice, it will send a proof of claim form
to the claimant.

The claimant should receive the proof of claim form within 15 days
of the date [Carrier] received the notice of claim.

If the form is received within such time, it should be completed, as
instructed, by all persons required to do so. Additional proof, if required,
should be attached to the form.

If the form is not received within such time, the claimant may provide
written proof of claim to [Carrier] on any reasonable form. Such proof
must state the date the Injury or Illness began and the nature and extent
of the loss.]

PROOF OF LOSS
Proof of loss must be sent to [Carrier] within 90 days of the loss.
If a notice or proof is sent later than 90 days of the loss, [Carrier]

will not deny or reduce a claim if the notice or proof was sent as soon
as possible.

PAYMENT OF CLAIMS
[Carrier] will pay all benefits to which the claimant is entitled as soon

as [Carrier] receives written proof of loss. All benefits will be paid as

ADOPTIONS

they accrue. Any benefits unpaid at the Covered Person's death will be
paid as soon as [Carrier] receives due proof of the death to one of the
following:

a. his or her estate;
b. his or her spouse;
c. his or her parents;
d. his or her children;
e. his or her brothers and sisters; or
f. any unpaid provider of health care services.

'[When an Employee files proof of loss, he or she may direct (Carrier],
in writing, to pay health care benefits to the recognized provider of health
care who provided the covered service for which benefits became
payable. [Carrier] may honor such direction at [Carrier's] option. The
Employee may not assign his or her right to take legal action under
this Policy to such provider.] ,

PHYSICAL EXAMS
[Carrier], at its expense, has the right to examine the insured. This

may be done as often as reasonably needed to process a claim. [Carrier]
also has the right to have an autopsy performed, at its expense.

LIMITATIONS OF ACTIONS
'[An Employee]' ·A Covered Person· cannot bring a legal action

against this Policy until 60 days from the date he or she files proof of
loss. And he or she cannot bring legal action against this Policy after
three years from the date he or she files proof of loss.

[PLANHOLDERS
The Policyholder is the Trustee named by a trust agreement. This

agreement permits certain Employers to insure their Employees for the
benefits provided by this Policy. Employers who do so are Planholders.

The Policyholder acts for the Planholders in all matters of this Policy.
Such actions bind all Planholders.

How an Employer becomes a Planholder
An Employer must submit a signed application in which he:

• agrees to participate in the trust, and
• applies for the insurance provided by this Policy for his Employees.

When an Employer becomes a Planholder
The Policyholder and [Carrier] will agree on the date an Employer

becomes a Planholder. This date will be stated in writing by [Carrier].

When an Employer ceases to be a Planholder
The Policyholder can end an Employer's status as a Planholder. To

do so, he or she must give [Carrier] 30 days advance written notice.
[Carrier] can end insurance for a Planholder. To do so, it must give

the Policyholder 30 days advance written notice.

Data needed
The Policyholder must provide [Carrier] with all the data needed to

compute premiums and carry out the terms of this Policy. [Carrier] can
examine the records of the Policyholder and each Planholder at any
reasonable time.]

[Note: This text, which may be modified by each carrier in order to
accommodate various trust agreements, is only to be used if coverage
is to be issued through a Multiple Employer Trust (MET)]

DEFINITIONS
The words shown below have special meanings when used in this Policy.
Please read these definitions carefully. [Throughout this Policy, these
defined terms appear with their initial letter capitalized.]
Actively at Work or Active Work means performing, doing, participating
or similarly functioning in a manner usual for the task for full pay, at
the Employer's place of business, or at any other place that the
Employer's business requires the Employee to go.
Alcohol Abuse means abuse of or addiction to alcohol.
Ambulance means a certified transportation vehicle for transporting III
or Injured people that contains all life-saving equipment and staff a~

required by state and local law.
Ambulatory Surgical Center means a Facility mainly engaged in perform·
ing Outpatient Surgery. It must:

a. be staffed by Practitioners and Nurses, under the supervision oj
a Practitioner;

b. have permanent operating and recovery rooms;
c. be staffed and equipped to give emergency care; and
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d. have written back-up arrangements with a local Hospital for
emergency care.

[Carrier] will recognize it if it carries out its stated purpose under
all relevant state and local laws, and it is either:

a. accredited for its stated purpose by either the Joint Commission
or the Accreditation Association for Ambulatory Care; or

b. approved for its stated purpose by Medicare.
[Carrier] does not recognize a Facility as an Ambulatory Surgical

Center if it is part of a Hospital.
Anniversary Date means the date which is one year from the Effective
Date of this Policy and each succeeding yearly date thereafter.
Affiliated Company means a corporation or other business entity af­
filiated with the Policyholder through common ownership of stock or
assets.
Birthing Center means a Facility which mainly provides care and treat­
ment for women during uncomplicated pregnancy, routine full-term
delivery, and the immediate post-partum period. It must:

a. provide full-time Skilled Nursing Care by or under the supervision
of Nurses;

b. be staffed and equipped to give emergency care; and
c. have written back-up arrangements with a local Hospital for

emergency care.
[Carrier] will recognize it if:
a. it carries out its stated purpose under all relevant state and local

laws; or
b. it is approved for its stated purpose by the Accreditation Associa­

tion for Ambulatory Care; or
c. it is approved for its stated purpose by Medicare.

[Carrier] does not recognize a Facility as a Birthing Center if it is
part of a Hospital.
Board means the Board of Directors of the New Jersey Small Employer
Health Program.
Calendar Year means each successive 12 month period which starts on
January 1 and ends on December 31.
Cash Deductible means the amount of Covered Charges that a Covered
Person must pay before this Policy pays any benefits for such charges.
*Cash Deductible does not include Co-Insurance, Co-Payments and Non­
Covered Charges.* See the The Cash Deductible section of this Policy
for details.
Co-Insurance means the percentage of a Covered Charge that must be
paid by a Covered Person. Co-Insurance does not include Cash Deduc­
tibles, Co-Payments or Non-Covered Charges.
Co-Payment means a specified dollar amount a Covered Person must
pay for specified Covered Charges.
Covered Charges are Reasonable and Customary charges for the types
of services and supplies described in the Coverage Charges and Covered
Charges With Special Limitations section of this Policy. The services
and supplies must be:

a. furnished or ordered by a recognized health care Provider; and
b. Medically Necessary and Appropriate to diagnose or treat an

Illness or Injury.
A Covered Charge is incurred on the date the service or supply is

furnished. Subject to all of the terms of this Policy, [Carrier] pays benefits
for Covered Charges incurred by a Covered Person while or he or she
is insured by this Policy. Read the entire Policy to find out what [Carrier]
limits or excludes.
Covered Person means an Eligible Employee or a Dependent who is
insured under this Policy.
Current Procedural Terminology (C.P.T.) means the most recent edition
of an annually revised listing published by the American Medical Associa­
tion which assigns numerical codes to procedures and categories of
medical care.
Custodial Care means any service or supply, including room and board,
which:

a. is furnished mainly to help a person meet his or her routine daily
needs; or

b. can be furnished by someone who has no professional health care
training or skills.

Even if a Covered Person is in a Hospital or other recognized Facility,
[Carrier] does not pay for care if it is mainly custodial.
Dependent means an Employee's:

a. legal spouse;

INSURANCE

b. unmarried Dependent child who is under age 19; and
c. *[his or her]* unmarried Dependent child from age 19 until his

or her 23rd birthday, who is enrolled as a full-time student at an
accredited school. Full-time students status will be as defined by
the accredited school.

A Dependent is not a person who is:
a. on active duty in any armed forces of any country; or
b. eligible for coverage under this Policy as an Employee.

Under certain circumstances, an incapacitated child is also a Depen­
dent. See the Dependent Coverage section of this Policy.

An Employee's "unmarried Dependent child" includes:
a. his or her legally adopted children.
b. his or her step-children if such step children depend on the

Employee for most of their support and maintenance, and
c. children under a court appointed guardianship.

[Carrier] treats a child as legally adopted from the time the child is
placed in the home for purpose of adoption. [Carrier] treats such a child
this way whether or not a final adoption order is ever issued.

*Dependent's Eligibility Date means the later of:
a. the Employee's Eligibility Date; or
b. the date the person first becomes a Dependent.*

Diagnostic Services means procedures ordered by a recognized
Provider because of specific symptoms to diagnose a specific condition
or disease. Some examples are:

a. radiology, ultrasound and nuclear medicine;
b. laboratory and pathology; and
c. EKG's, EEG's and other electronic diagnostic tests.

Except as allowed under the Preventive Care Covered Charge,
Diagnostic Services do not include procedures ordered as part of a
routine or periodic physical examination or screening examination.

Discretion means the [Carrier's] sole right to make a decision or
determination. The decision will be applied in a reasonable and non­
discriminatory manner.

Durable Medical Equipment is equipment which *is*:
a. *[is]* designed and able to withstand repeated use;
b. *[is]* primarily and customarily used to serve a medical purpose;
c. *[is]* generally not useful to a Covered Person in the absence of

an Illness or Injury; and
d. *[is]* suitable for use in the home.

Some examples are walkers, wheelchairs, hospital-type beds, breathing
equipment and apnea monitors.

Among other things, Durable Medical Equipment does not include
adjustments made to vehicles, air conditioners, air purifiers, humidifiers,
dehumidifiers, elevators, ramps, stair glides, Emergency Alert equipment,
handrails, heat appliances, improvements made to the home or place
of business, waterbeds, whirlpool baths and exercise and massage equip­
ment.

Effective Date means the date on which coverage begins under this
Policy for the Employer, or the date coverage begins under this Policy
for an Employee or Dependent, as the context in which the term is used
suggests.

Employee means a Full-Time Employee (25 hours per week) of the
Employer. Partners, Proprietors, and independent contractors will be
treated like Employees, if they meet all of this Policy's conditions of
eligibility. *Employees who work on a temporary or substitute basis are
not considered to be Employees for the purpose of this Policy.*

*Employee's Eligibility Date means the later of:
a. the date of employment; or
b. the day after any applicable waiting period ends.*

Employer means [ABC Company].
Experimental or Investigational means [Carrier] determines a service

or supply is:
a. not of proven benefit for the particular diagnosis or treatment of

a particular condition; or
b. not generally recognized by the medical community as effective

or appropriate for the particular diagnosis or treatment of a
particular condition; or

c. provided or performed in special settings for research purposes
or under a controlled environment or clinical protocol.

Unless otherwise required by law with respect to drugs which have
been prescribed for the treatment of a type of cancer for which the drug
has not been approved by the United States Food and Drug Adminis­
tration (FDA), [Carrier] will not cover any services or supplies, including
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treatment, procedures, drugs, biological products or medical devices or
any hospitalizations in connection with Experimental or Investigational
services or supplies.

[Carrier) will also not cover any technology or any hospitalization
primarily to receive such technology if such technology is obsolete or
ineffective and is not used generally by the medical community for the
particular diagnosis or treatment of a particular condition.

·[Governmental approval of technology is not necessarily sufficient to
render it of proven benefit or appropriate or effective for a particular
diagnosis or treatment of a particular condition.

[Carrier) will apply the following five criteria in determining whether
services or supplies are Experimental or Investigational:

a. Any medical device, drug, or biological product must have received
final approval to market by the FDA for the particular diagnosis
or condition. Any other approval granted as an interim step in
the FDA regulatory process, e.g., an Investigational Device Exemp­
tion or an Investigational New Drug Exemption, is not sufficient.
Once FDA approval has been granted for a particular diagnosis
or condition, use of the medical device, drug or biological product
for another diagnosis or condition may require that any or all of
the five criteria be met;)·

b. Conclusive evidence from the published peer-reviewed medical
literature must exist that the technology has a definite positive
effect on health outcomes; such evidence must include well-de­
signed investigations that have been reproduced by non affiliated
authoritative sources, with measurable results, backed up by the
positive endorsements of national medical bodies or panels regard­
ing scientific efficacy and rationale;

c. Demonstrated evidence as reflected in the published peer-reviewed
medical literature must exist that over time the technology leads
to improvement in health outcomes, i.e., the beneficial effects
outweigh any harmful effects;

d. Proof as reflected in the published peer-reviewed medical
literature must exist that the technology is at least as effective in
improving health outcomes as established technology, or is usable
in appropriate clinical contexts in which established technology is
not employable; and

e. Proof as reflected in the published peer-reviewed medical
literature must exist that improvements in health outcomes; as
defined item c. above, is possible in standard conditions of medical
practice, outside clinical investigatory settings.

Extended Care Center means a Facility which mainly provides full­
time Skilled Nursing Care for III or Injured people who do not need
to be in a Hospital. [Carrier) will recognize it if it carries out its stated
purpose under all relevant state and local laws, and it is either:

a. accredited for its stated purpose by the Joint Commission; or
b. approved for its stated purpose by Medicare. In some places, an

"Extended Care Center" may be called a "Skilled Nursing Center."
Facility means a place [Carrier) is required by law to recognize which:
a. is properly licensed, certified, or accredited to provide health care

under the laws of the state in which it operates; and
b. provides health care services which are within the scope of its

license, certificate or accreditation and are covered by this Policy.
Full-Time means a normal work week of 25 or more hours. Work

must be at the Employer's regular place of business or at another place
to which an Employee must travel to perform his or her regular duties
for his or her full and normal work hours.

Generic Drug means an equivalent Prescription Drug containing the
same active ingredients as a brand name Prescription Drug but costing
less. The equivalent must be identical in strength and form as required
by the FDA.

Government Hospital means a Hospital operated by a government or
any of its subdivisions or agencies, including but not limited to a Federal,
military, state, county or city Hospital.

Home Health Agency means a Provider which ·[mainly)· provides
Skilled Nursing Care for III or Injured people in their home under a
home health care program designed to eliminate Hospital stays. [Carrier)
will recognize it if it is licensed by the state in which it operates, or
it is certified to participate in Medicare as a Home Health Agency.

Hospice means a ·[Facility)· ·Provider· which ·[mainly)· provides
palliative and supportive care for terminally ill ·or terminally injured*
people under a hospice care program. [Carrier) will recognize a hospice
if it carries out its stated purpose under all relevant state and local laws,
and it is either:

a. approved for its stated purpose by Medicare; or

ADOPTIONS

b. it is accredited for its stated purpose by either the Joint Com­
mission or the National Hospice Organization.

Hospital means a Facility which mainly provides Inpatient care for
III or Injured people. [Carrier] will recognize it if it carries out its stated
purpose under all relevant state and local laws, and it is either:

a. accredited as a Hospital by the Joint Commission or
b. approved as a Hospital by Medicare.

Among other things, a Hospital is not a convalescent home, rest or
nursing Facility, or a Facility, or part of it, which mainly provides
Custodial Care, educational care or rehabilitative care. A Facility for
the aged or substance abusers is also not a Hospital.

Illness means a sickness or disease suffered by a Covered Person. A
Mental and Nervous Condition is not an Illness.

Initial Dependent means those eligible Dependents an Employee has
at the time he or she first becomes eligible for Employee coverage. If
at the time the Employee does not have any eligible Dependents, but
later acquires them, the first eligible Dependents he or she acquires are
his or her Initial Dependents.

Injury means all damage to a Covered Person's body due to accident,
and all complications arising from that damage.

Inpatient means a Covered Person who is physically confined as a
registered bed patient in a Hospital or other recognized health care
Facility.

Joint Commission means the Joint Commission on the Accreditation
of Health Care Facilities.

Late Enrollee means an eligible Employee or Dependent who requests
enrollment under this Policy more than *[*30*]* days after first becom­
ing eligible. However, an eligible Employee or Dependent will not be
considered a Late Enrollee under certain circumstances. See the
Employee Coverage and Dependent Coverage sections of this Policy.

Medical Emergency means the sudden, unexpected onset, due to
Illness or Injury of a medical condition that is expected to result in either
a threat to life or to an organ, or a body part not returning to full
function. Heart attacks, strokes, convulsions, severe bums, obvious bone
fractures, wounds requiring sutures, poisoning, and loss of consciousness
are Medical Emergencies.

Medically Necessary and Appropriate means that a service or supply
is provided by a recognized health care Provider, and [Carrier) de­
termines at its Discretion, that it is:

a. necessary for the symptoms and diagnosis or treatment of the
condition, II1ness or Injury;

b. provided for the diagnosis, or the direct care and treatment, of
the condition, II1ness or Injury;

c. in accordance with *generally* accepted medical ·[standards in the
community at the time]· *practice*;

d. not for the convenience of a Covered Person;
e. the most appropriate level of medical care the Covered Person

needs; *and*
off. accepted by a professional medical society in the United States

as beneficial for the control or cure of the Illness or Injury being
treated; and]·

*[g.]·*f.· furnished within the framework of generally accepted
methods of medical management currently used in the
United States.

The fact that an attending Practitioner prescribes, orders, recommends
or approves the care, the level of care, or the length of time care is
to be received, does not make the services Medically Necessary and
Appropriate.

Medicaid means the health care program for the needy provided by
Title XIX of the *United States* Social Security Act, as amended from
time to time.

Medicare means Parts A and B of the health care program for the
aged and disabled provided by Title XVIII of the *United States* Social
Security Act, as amended from time to time.

Mental Health Center *means a Facility which. mainly provide treat­
ment for people with mental health problems. [Carrier] will recognize
such a place if it carries out its stated purpose under all relevant state
and local laws, and it is either:

a. accredited for its stated purpose by the Joint Commission; ·[or]·
b. approved for its stated purpose by Medicare; ·0£*

·c. accredited or licensed by the state of New Jersey to provide mental
health services.·

Mental and Nervous Condition means a condition which manifest!
symptoms which are primarily mental or nervous, for which the primal")
treatment is psychotherapy or psychotherapeutic methods 01
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psychotropic medication, regardless of any underlying physical cause. A
Mental and Nervous Condition includes, but is not limited to, psychoses,
neurotic and anxiety disorders, schizophrenic disorders, affective dis­
orders, personality disorders, and psychological or behavioral ab­
normalities associated with transient or permanent dysfunction of the
brain or related neurohormonal systems.

In determining whether or not a particular condition is a Mental and
Nervous Condition, [Carrier) may refer to the current edition of the
Diagnostic and Statistical manual of Mental Disorders of the American
Psychiatric Association.

Newly Acquired Dependent means an eligible Dependent an Employee
acquires after he or she already has coverage in force for Initial Depen­
dents.

Non-Covered Charges are charges which do not meet this Policy's
definition of Covered Charges, or which exceed any of the benefit limits
shown in this Policy, or which are specifically identified as Non-Covered
Charges or are otherwise not covered by this Policy.

Nurse means a registered nurse or licensed practical nurse, including
a nursing specialist such as a nurse mid-wife or nurse anesthetist, who:

a. is properly licensed or certified to provide medical care under the
laws of the state where he or she practices; and

b. provides medical services which are within the scope of his or her
license or certificate and are covered by this Policy.

"[Outpatient means a Covered Person who is registered at a re­
cognized health care Facility who is not an Inpatient.

Per Lifetime means during the lifetime of an individual, regardless
of whether he or she is covered under this Policy or any other policy
or plan:

a. as an Employee or Dependent; and
b. with or without interruption.

Period of Confinement means consecutive days of Inpatient services
provided to an Inpatient or successive Inpatient confinements due to
the same or related causes, when discharge and re-admission to a
recognized Facility occurs within 90 days or less. [Carrier] determines
if the cause(s) of the confinements are the same or related.

Plan means the [Carrier's] group health benefit plan purchased by
the Employer. [Note: If the "Plan" definition is employed, references
in this Policy to "Policy" should be changed to read "Plan".)

Planholder means the Employer who purchased group health benefit
plan. [Note: If the "Planholder" definition is employed, references in
this Policy to "Policyholder" should be changed to read "Planholder".]

Policy means this group policy, including the application and any
riders, amendments, or endorsements, between the Employer and [Car­
rier].

Policybolder means the Employer who purchased this Policy.
Practitioner means a person [Carrier] is required by law to recognize

who:
a. is properly licensed or certified to provide medical care under the

laws of the state where he or she practices; and
b. provides medical services which are within the scope of his or her

license or certificate and are covered by this Policy.
Pre-Approval or Pre-Approved means the [Carrier's) written approval

for specified services and supplies prior to the date charges are incurred.
Charges which are not Pre-Approved are Non-Covered Charges.

Pre.Existing Condition means an Illness or Injury which manifests
itself in the six months before a Covered Person's coverage under this
Policy starts, and for which:

a. a Covered Person sees a Practitioner, takes Prescription Drugs,
receives other medical care or treatment or had medical care or
treatment recommended by a Practitioner in the six months before
his or her coverage starts; or

b. an ordinarily prudent person would have sought medical advice,
care or treatment in the six months before his or her coverage
starts.

A pregnancy which exists on the date a Covered Person's coverage
:tarts is also a Pre-Existing Condition.

Prescription Drugs are drugs, biologicals and compound prescriptions
vhich are sold only by prescription and which are required to show on
he manufacturer's label the words: "Caution-Federal Law Prohibits
)ispensing Without a Prescription" or other drugs and devices as de­
ermined by [Carrier], such as insulin.

Preventive Care means charges for routine physical examinations,
ncluding related laboratory tests and x-rays, immunizations and vaccine,
veil baby care, pap smears, mammography and screening tests.

INSURANCE

Provider means a recognized Facility or Practitioner of health care
in accordance with the terms of this Policy.

Reasonable and Customary means an amount that is not more than
the usual or customary charge for the service or supply as determined
by [Carrier), based on a standard approved by the Board. When [Carrier]
decides what is reasonable, it looks at the Covered Person's condition
and how severe it is. [Carrier) also looks at special circumstances. The
Board will decide a standard for what is Reasonable and Customary
under this Policy. The chosen standard is an amount which is most often
charged for a given service by a Provider within the range of usual fees
charged by most Providers of similar training and experience for the
same service within the same geographic area.

Outpatient means a Covered Person who is registered at a recognized
health care Facility who is not an Inpatient.

Per Lifetime means during the lifetime of an individual, regardless
of whether he or she is covered under this Policy or any other policy
or plan:

a. as an Employee or Dependent; and
b. with or without interruption.

Plan means the [Carrier's) group health benefit plan purchased by
the Employer. [Note: If the "Plan" definition is employed, references
in this Policy to "Policy" should be changed to read "Plan".)

Planbolder means the Employer who purchased group health benefit
plan. [Note: If the "Planholder" definition is employed, references in
this Policy to "Policyholder" should be changed to read "Planholder".]

Policy means this group policy, including the application and any
riders, amendments, or endorsements, between the Employer and [Car­
rier].

Policyholder means the Employer who purchased this Policy.
Practitioner means a person [Carrier] is required by law to recognize

who:
a. is properly licensed or certified to provide medical care under the

laws of the state where he or she practices; and
b. provides medical services which are within the scope of his or her

license or certificate and are covered by this Policy.
Pre-Approval or Pre-Approved means the [Carrier's] written approval

for specified services and supplies prior to the date charges are incurred.
Charges which are not Pre-Approved are Non-Covered Charges.

Pre-Existing Condition means an Illness or Injury which manifests
itself in the six months before a Covered Person's coverage under this
Policy starts, and for which:

a. a Covered Person sees a Practitioner, takes Prescription Drugs,
receives other medical care or treatment or had medical care or
treatment recommended by a Practitioner in the six months before
his or her coverage starts; or

b. an ordinarily prudent person would have sought medical advice,
care or treatment in the six months before his or her coverage
starts.

A pregnancy which exists on the date a Covered Person's coverage
starts is also a Pre-Existing Condition.

Prescription Drugs are drugs, biologicals and compound prescriptions
which are sold only by prescription and which are required to show on
the manufacturer's label the words: "Caution-Federal Law Prohibits
Dispensing Without a Prescription" or other drugs and devices as de­
termined by [Carrier), such as insulin.

Preventive Care means charges for routine physical examinations,
including related laboratory tests and x-rays, immunizations and vaccine,
well baby care, pap smears, mammography and screening tests.

Provider means a recognized Facility or Practitioner of health care
in accordance with the terms of this Policy.

Reasonable and Customary means an amount that is not more than
the usual or customary charge for the service or supply as determined
by [Carrier), based on a standard approved by the Board. When [Carrier]
decides what is reasonable, it looks at the Covered Person's condition
and how severe it is. [Carrier) also looks at special circumstances. The
Board will decide a standard for what is Reasonable and Customary
under this Policy. The chosen standard is an amount which is most often
charged for a given service by a Provider within the range of usual fees
charged by most Providers of similar training and experience for the
same service within the same geographic area.]"

Rehabilitation Center means a Facility which mainly provides thera­
peutic and restorative services to III or Injured people. [Carrier] will
recognize it if it carries out its stated purpose under all relevant state
and local laws, and it is either:
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a. accredited for its stated purpose by either the Joint Commissioner
or the Commission on Accreditation for Rehabilitation Facilities;
or

b. approved for its stated purpose by Medicare.
In some places a Rehabilitation Center is called a "rehabilitation

hospital."
Routine Foot Care means the cutting, debridement, trimming, reduc­

tion, removal or other care of corns, calluses, flat feet, fallen arches,
weak feet, chronic foot strain, dystrophic nails, excrescences, helomas,
hyperkeratosis, hypertrophic nails, non-infected ingrown nails, de­
ratomas, keratosis, onychauxis, onychocryptosis, tylomas or symptomatic
complaints of the feet. Routine Foot Care also includes orthopedic shoes,
foot orthotics and supportive devices for the foot.

Routine Nursing Care means the *appropriate* nursing care custom­
arily furnished by a recognized Facility for the benefit of its Inpatients.

Schedule means the Schedule of Insurance and Premium Rates con­
tained in this Policy.

Skilled Nursing Care means services which are more intensive than
Custodial Care, are provided by a registered Nurse (R.N.) or Licensed
Practical Nurse (L.P.N.), and require the technical skills and professional
training of an R.N. or L.P.N.

Skilled Nursing Center (see Extended Care Center.)
Small Employer means any person, firm, corporation, partnership or

association actively engaged in business which, on at least 50% of its
working days during the preceding Calendar Year quarter, employed at
least two, but no more than 49 eligible Employees, the majority of whom
are employed within the State of New Jersey. In determining the number
of eligible Employees, all Affiliated Companies will be considered as one
Employer.

Special Care Unit means a part of a Hospital set up for very ill patients
who must be observed constantly. The unit must have a specially trained
staff. And it must have special equipment and supplies on hand at all
times. Some types of Special Care Units are:

a. intensive care units;
b. cardiac care units;
c. neonatal care units; and
d. burn units.

Substance Abuse means abuse of or addiction to drugs.
Substance Abuse Centers are Facilities that mainly provide treatment

for people with substance abuse problems. [Carrier] will recognize such
a place if it carries out its stated purpose under all relevant state and
local laws, and it is either:

a. accredited for its stated purpose by the Joint Commission; or
b. approved for its stated purpose by Medicare.

Surgery means:
a. the performance of generally accepted operative and cutting

procedures, including surgical diagnostic procedures, specialized
instrumentations, endoscopic examinations, and other *invasive·
procedures;

b. the correction of fractures and dislocations;
c. Reasonable and Customary pre-operative and post-operative care;

or
d. any of the procedures designated by Current Procedural Terminol­

ogy codes as Surgery.
Therapeutic Manipulation means the treatment of the articulations

of the spine and musculoskeletal structures for the purpose of relieving
certain abnormal clinical conditions resulting fro the impingement upon
associated nerves causing discomfort. Some examples are manipulation
or adjustment of the spine, hot or cold packs, electrical muscle stimula­
tion, diathermy, skeletal adjustments, massage, adjunctive, ultra-sound,
doppler, whirlpool or hydro therapy or other treatment of similar nature.

Total Disability or Totally Disabled means, except as otherwise
specified in this Policy, that an Employee who, due to Illness or Injury,
cannot perform any duty of his or her occupation or any occupation
for which he or she is, or may be, suited by education, training and
experience, and is not, in fact, engaged in any occupation for wage or
profit. A Dependent is totally disabled if he or she cannot engage in
the normal activities of a person in good health and of like age and
sex. The Employee or Dependent must be under the regular care of
a Practitioner.

[We, Us, Our and [Carrier] mean [Carrier].]
[you, Your and Yours mean the Employer.]

AD0P110NS

EMPLOYEE COVERAGE

Eligible Employees
Subject to the Conditions of Eligibility set forth below, and to all of

the other conditions of *[the]* *this* Policy, all of the Policyholder's
Employees who are in an eligible class will be eligible if the Employees
are Actively at Work Full-Time Employees.

For purposes of this Policy, [Carrier] will treat partners, proprietors
and independent contractors like Employees if they meet *[the]* *this*
Policy's Conditions of Eligibility.

Conditions of Eligibility

Full-Time Requirement
[Carrier] will not insure an Employee unless the Employee is an

Actively at Work Full-Time Employee.

Enrollment Requirement
*[If an employee must pay part of the cost of Employee Coverage,]*

[Carrier] will not insure the Employee until the Employee enrolls and
agrees to make the required payments*, if any*. *If the Employee does
this within [30] days of the Employee's Eligibility Date, coverage is
scheduled to start on the Employee's Eligibility Date.*

If the Employee *[does this]* *enrolls and agrees to make the required
payments, if any*:

a. more than *[*30*]* days after the *[Employee first becomes
eligible]* *Employee's Eligibility Date*; or

b. after the Employee previously had coverage which ended because
the Employee failed to make a required payment,

[Carrier] will consider the Employee to be a Late Enrollee. Late
Enrollees are subject to this Policy's Pre-Existing Conditions limitation.

However, if an Employee initially waived coverage under this Policy,
and the Employee stated at that time that such waiver was because he
or she was covered under another group plan, and Employee now elects
to enroll under this Policy, [Carrier] will not consider the Employee to
be a Late Enrollee, provided the coverage under the other plan ends
due to one of the following events:

a. termination of employment;
b. divorce;
c. death of the Employee's spouse; or
d. termination of the other plan's coverage.

But, the Employee must enroll under this Policy within 90 days of
the date that any of the events described above occur. Coverage will
take effect as of the date he or she becomes eligible.

[The Waiting Period
This Policy has the following waiting periods:
*[Employees in an eligible class on the Effective Date, who have

completed at least [6] months of continuous Full-Time service with the
Employer by that date, are eligible for insurance under this Policy from
the Effective Date.

Employees in an Eligible Class on the Effective Date, who have not
completed at least [6] months of continuous Full-Time service with the
Employer by that date, are eligible for insurance under this Policy from
the day after Employees complete 3 months of continuous Full-Time
service.

Employees who enter an eligible class after the Effective Date are
eligible for insurance under this Policy from the day after Employees
complete 3 months of continuous Full-Time service with the
Employer.]]*

Multiple Employment
If an Employee works for both the Policyholder and a covered Af

filiated Company, or for more than one covered Affiliated Company
[Carrier] will treat the Employee as if only one firm Employs thl
Employee. And such an Employee will not have multiple coverage unde'
this Policy. But, if this Policy uses the amount of an Employee's earning
to set the rates, determine class, figure benefit amounts, or for any othe
reason, such Employee's earnings will be figured as the sum of his 0

her earnings from all covered Employers.

When Employee Coverage Starts
An Employee must be Actively at Work, and working his or her regula

number of hours, on the date his or her coverage is scheduled to stan
And he or she must have met all the conditions of eligibility, which appl
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to him or her. If an Employee is not Actively at Work on the scheduled
Effective Date, [Carrier] will postpone the start of his or her coverage
until he or she returns to Active Work.

Sometimes, a scheduled Effective Date is not a regularly scheduled
work day. But an Employee's coverage will start on that date if he or
she was Actively at Work, and working his or her regular number of
hours, on his or her last regularly scheduled work day.

'[The scheduled Effective Date of an Employee's coverage is as
follows:

a. if an Employee must pay part of the cost of Employee coverage,
then he or she]' *The Employee* must elect to enroll and agree
to make the required payments, *if any,* within *[*30*]* days of
'[his or her]' *the Employee's* Eligibility Date. If he or she does
this within *[*30*]* days of '[his or her]' *the Employee's*
Eligibility Date, his or her coverage is scheduled to start on '[his
or her]' *the Employee's* Eligibility Date. *Such Employee's
Eligibility Date is the scheduled Effective Date of an Employee's
coverage.*

'[b. On non-contributory plans, subject of all the terms of this plan,
an Employee's coverage starts on his or her eligibility date.]'

When Employee Coverage Ends
An Employee's insurance under this Policy will end on the first of

the following dates:
a. [the date] an Employee ceases to be an Actively at Work Full­

Time Employee for any reason. Such reasons include disability,
death, retirement, lay-off, leave of absence, and the end of employ­
ment.

b. [the date] an Employee stops being an eligible Employee under
this Policy.

c. the date this Policy ends, or is discontinued for a class of
Employees to which the Employee belongs.

d. the last day of the period for which required payments are made
for the Employee.

Also, an Employee may have the right to continue certain group
benefits for a limited time after his or her coverage would otherwise
end. This Policy's benefits provisions explain these situations. Read this
Policy's provisions carefully.

DEPENDENT COVERAGE

Eligible Dependents for Dependent Health Benefits
An Employee's eligible Dependents are *the Employees*:
a. '[the Employee's]' legal spouse;
b. '[the Employee's]' unmarried Dependent children who are under

age 19; and
c. '[the Employee's]' unmarried Dependent children, from age 19

until their 23rd birthday, who are enrolled as full-time students
at accredited schools. Full-time students will be as defined by the
accredited school.

A Dependent is not a person who is:
a. on active duty in any armed forces of any country; or
b. eligible for coverage under this Policy as an Employee.

Under certain circumstances, an incapacitated child is also a Depen­
lent. See the Incapacitated Children section of this Policy.

An Employee's "unmarried Dependent child" includes:
a. his or her legally adopted children,
b. his or her step-children if such step children depend on the

Employee for most of their support and maintenance, and
c. children under a court appointed guardianship.

[Carrier] treats a child as legally adopted from the time the child is
laced in the home for purpose of adoption. [Carrier] treats such a child
lis way whether or not a final adoption order is ever issued.

lcapacitated Children
An Employee may have an unmarried child with a mental or physical

lcapacity, or developmental disability, who is incapable of earning a
,ing. Subject to all of the terms of this section and '[the plan]' *this
olicy*, such a child may stay eligible for Dependent health benefits
1st this Policy's age limit.
The child will stay eligible as long as the child stays unmarried and
capable of earning a living, if:

a. the child's condition started before he or she reached this Policy's
age limit;

INSURANCE

b. the child became insured by this Policy *or any other policy* before
the child reached the age limit, and stayed continuously insured
'[until]' *after* reaching such limit; and

c. the child depends on the Employee for most of '[their]' *his or
ber* support and maintenance.

But, for the child to stay eligible, the Employee must send [Carrier]
written proof that the child is incapacitated and depends on the
Employee for most of his or her support and maintenance. The
Employee has 31 days from the date the child reaches the age limit to
do this. [Carrier] can ask for periodic proof that the child's condition
continues. But, after two years, [Carrier] cannot ask for this more than
once a year.

The child's coverage ends when the Employee's does.

Enrollment Requirement
An Employee must enroll his or her eligible Dependents in order for

them to be covered under this Policy. [Carrier] considers an eligible
Dependent to be a Late Enrollee, if the Employee:

a. enrolls a Dependent and agrees to make the required payments
'[after the end of the enrollment period]' *more than [30] days
after the Dependent's Eligibility Date*;

b. in the case of a Newly Acquired Dependent, other than the first
newborn child, has other eligible Dependents who the Employee
has not elected to enroll; or

c. in the case of a Newly Acquired Dependent, has other eligible
Dependents whose coverage previously ended because the
Employee failed to make the required contributions, or otherwise
chose to end such coverage.

Late Enrollees are subject to this Policy's Pre-Existing Conditions
limitations section, if any applies.

If the Employee's dependent coverage ends for any reason, including
failure to make the required payments, his or her Dependents will be
considered Late Enrollees when their coverage begins again.

However, if the Employee previously waived coverage for the
Employee's spouse or eligible Dependent children under this Policy *and
stated at that time that such waiver was* because they were covered
under another group plan, and the Employee now elects to enroll them
in this Policy, the Dependent will not be considered a Late Enrollee,
provided the Dependent's coverage under the other plan ends due to
one of the following events:

a. termination of employment;
b. divorce;
c. death of the Employee's spouse; or
d. termination of the other plan's coverage.

But, the Employee's spouse or eligible Dependent children must be
enrolled by the Employee within 90 days of the date that any of the
events described above occur. *Coverage will take effect as of the date
one of the above events occurs.*

And, [Carrier] will not consider an Employee's spouse or eligible
Dependent children for which the Employee initially waived coverage
under this Policy, to be a Late Enrollee, if:

a. the Employee is under legal obligation to provide coverage due
to a court order; and

b. the Employee's spouse or eligible Dependent children are enrolled
by the Employee within 30 days of the issuance of the court order.

Coverage will take effect as of the date '[he or she becomes eligible]'
*required pursuant to a court order*.

When Dependent Coverage Starts
In order for an Employee's dependent coverage to begin the Employee

must already be insured for Employee coverage or enroll for Employee
and Dependent coverage at the same time. Subject to the exception
stated below and to all of the terms of this Policy, the date an Employee's
dependent coverage starts depends on when the Employee elects to
enroll the Employee's Initial Dependents and agrees to make any re­
quired payments.

If the Employee does this '[on or before the Employee's]' *within
[30] days of the Dependent's* Eligibility Date, the Dependent's Coverage
is scheduled to start on the later of:

a. the '[Employee's]' *Dependent's* Eligibility Date, or
b. the date the Employee becomes insured for Employee coverage.

If the Employee does this '[within or after the enrollment period,
the]' *more than [30] days after the Dependent's Eligibility Date,
[Carrier] will consider the Dependent a Late Enrollee*. Coverage is
scheduled to start on the later of:
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a. the date the Employee signs the enrollment form; or
b. the date the Employee becomes insured for Employee coverage.

Once an Employee has dependent coverage for Initial Dependents,
the Employee must notify [Carrier] of a Newly Acquired Dependent
within '[the enrollment period]' *[30] days after the Dependent's
Eligihility Date*. If the Employee does not, the Newly Acquired Depen­
dent is a Late Enrollee.

A Newly Acquired Dependent other than a newborn child will be
covered from the later of:

a. the date the Employee notifies [Carrier] and agrees to make any
additional payments, or

b. the '[date]' *Dependent's Eligibility Date ror* the newly Acquired
Dependent '[is first eligible]'.

Exception: If a Dependent, other than a newborn child, is confined
to a Hospital or other health care Facility; or is home confined on the
date the Employee's Dependent health benefits would otherwise start,
[Carrier] will postpone the Effective Date of such benefits until the later
of: the day after the Dependent's discharge from such Facility or until
home confinement ends.

Newborn Children
[Carrier] will cover an Employee's newborn child for 31 days from

the date of birth. Health benefits may be continued beyond such 31 day
period as stated below:

a. If the Employee is already covered for Dependent child coverage
on the date the child is born, coverage automatically continues
beyond the initial 31 days, provided the premium required for
Dependent child coverage continues to be paid.

b. If the Employee is not covered for Dependent child coverage on
the date the child is born, the Employee must:

• make written request to enroll the newborn child; and
• pay the premium required for Dependent child coverage

within 31 days after the date of birth.
If the request is not made and the premium is not paid within such

31 day period, the newborn child will be a Late Enrollee.

When Dependent Coverage Ends:
A Dependent's insurance under this Policy will end on the first of

the following dates:
a. [the date] Employee coverage ends;
b. the date the Employee stops being a member of a class of

Employees eligible for such coverage;
c. the date this Policy ends;
d. the date Dependent coverage is terminated from this Policy for

all Employees or for an Employee's class.
e. the date an Employee fails to pay any required part of the cost

of Dependent coverage. It ends on the last day of the period for
which the Employee made the required payments, unless coverage
ends earlier for other reasons.

f. *at 12:01 a.m. on* the date the Dependent stops being an eligible
Dependent. '[This happens at 12:01 a.m. on the date:

• the child attains the Policy's age limit;
• the Dependent child marries;
• a step-child is no longer dependent on the Employee for

support and maintenance;
• a spouse's marriage ends in legal divorce or annulment.]'

Read this Policy carefully if Dependent coverage ends for any reason.
Dependents may have the right to continue certain group benefits for
a limited time. And divorced spouses have conversion rights.

PREFERRED PROVIDER ORGANIZATION PROVISIONS

The Employer XYZ Health Care Network, and the [Carrier]
This Policy encourages a Covered Person to use services provided by

members of [XYZ Health Care Network a Preferred Provider Organiza­
tion (PPO).] A PPO is a network of health care providers located in
the Covered Person's geographical area. In addition to an identification
card, the Covered Person will periodically be given up-to-date lists of
[XYZ Health Care Network] preferred providers.

Use of the network is strictly voluntary, but [Carrier] generally pays
a higher level of benefits for most covered services and supplies furnished
to a Covered Person by [XYZ Health Care Network]. Conversely, [Car­
rier] generally pays a lower level of benefits when covered services and
supplies are not furnished by [XYZ Health Care Network] (even if an
[XYZ Health Care Network] Practitioner orders the services and sup-

ADOPTIONS

plies). Of course, a Covered Person is always free to be treated by any
Practitioner or Facility. And, he or she is free to change Practitioners
or Facilities at any time.

A Covered Person may use any [XYZ Health Care Network] Provider.
He or she just presents his or her [XYZ Health Care Network] identifica­
tion card to the [XYZ Health Care Network] Practitioner or Facility
furnishing covered services or supplies. Most [XYZ Health Care
Network] Practitioners and Facilities will prepare any necessary claim
forms for him or her, and submit the forms to [Carrier]. The Covered
Person will receive an explanation of any insurance payments made by
this Policy. And if there is any balance due, the [XYZ Health Care
Network] Practitioner or Facility will bill him or her directly.

This Policy also has utilization review features. See the Utilization
Review Features section for details.

What [Carrier] pays is subject to all the terms of this Policy. The
Employee should read his or her certificate carefully and keep it available
when consulting a Practitioner.

See the Schedule for specific benefit levels, payment rates and payment
limits.

If an Employee has any questions after reading his or her Certificate,
he or she should call [Carrier] [Group Claim Office at the number shown
on his or her identification card.]

[Note: Used only if coverage is offered as a PPO.]

POINT OF SERVICE PROVISIONS

Definitions
a. Primary Care Practitioner (PCP) means the Practitioner the Cov­

ered Person selects to supervise and coordinate his or her health
care in the [XYZ] Provider Organization. [Carrier] will supply a
list of '[Practitioners]' *PCPs* who are members of the [XYZ]
Provider Organization to the Covered Person.

b. Provider Organization (PO) means a network of health care
Providers located in a Covered Person's Service Area.

c. Network Benefits mean the benefits shown in the Schedule whid.
are provided if the Primary Care Practitioner provides care, treat­
ment, services, and supplies to the Covered Person or if the
Primary Care Practitioner refers the Covered Person to another
Provider for such care, treatment, services, and supplies.

d. Out-Network Benefits means the benefits shown in the Schedule
which are provided if the Primary Care Practitioner does not
authorize the care, treatment, services, and supplies.

e. Service Area means the geographical area which is served by the
Practitioners in the [XYZ] Provider Organization.

Provider Organization (PO)
The Provider Organization for this Policy is the [XYZ] Providel

Organization. This Policy requires that the Covered Person uses thf
services of a PCP, or be referred for services by a PCP, in order te
receive Network Benefits.

The Primary Care *[Physician] * *Practitioner* (PCP)
The PCP will supervise and coordinate the Covered Person's healH

care in the [XYZ] PO. The PCP must authorize all services and supplies
In addition, he or she will refer the Covered Person to the appropriatl
Practitioner and Facility when Medically Necessary and Appropriate. The
Covered Person must obtain an authorized referral from his or her PCI
before he or she visits another Practitioner or Facility. Except in case
of a Medical Emergency, if the Covered Person does not comply witl
these requirements, he or she '[will not]' *may only* be eligible fo
*Out-*Network Benefits.

[Carrier] '[pays]' *provides* Network Benefits for covered service
and supplies furnished to a Covered Person when authorized by his a
her PCP. [Carrier] pays Out-Network Benefits when covered service
and supplies are not authorized by the PCP. If services or supplies ar
obtained from [XYZ] Providers, but they are not authorized by the PCI
·the Covered Person may only be eligible for· Out-Network Benefi:
, [will be provided]'.

A Covered Person may change his or her PCP to another PCP [one
per month]. He or she may select another PCP from the list of Pract
tioners, and notify [XYZ] PO by [phone or in writing].

When a Covered Person uses the services of a PCP. he or she mu:
present his or her 10 card and pay the Co-Payment. When a Covere
Person's PCP refers him or her to another [XYZ] PO Provider, th
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Medicare Alternate Deductible
For a Covered Person who is eligible for Medicare by reason of a

disability, but is not insured by both Parts A and B, the Medicare
Alternate Deductible is equal to the Cash Deductible plus what Parts
A and B of Medicare would have paid had the Covered Person been
so insured.

25%

20%, except as
stated below

5%

Co-Insurance
Co-Insurance is the percentage of a Covered Charge that must be

paid by a Covered Person. However, [Carrier] will waive the Co-In­
surance requirement once the Co-Insurance Cap has been reached. This
Policy's Co-Insurance, as shown below, does not include penalties in­
curred under this Policy's Utilization Review provisions, or any other
Non-Covered Charge.

The Co-Insurance for this Policy is as follows:
• if treatment, services or supplies are None, except as

given by the PCP stated below
• if treatment, services or supplies are

given or referred by a non-referred
Provider

Exception: for Mental and Nervous and
Substance Abuse charges

• if treatment, services or supplies are
given or referred by the PCP

• if treatment, services or supplies are
given by a non-referred Provider

After the 18 month period described in How This Policy Interacts
With Medicare, ends with respect to a Covered Person who is eligible
for Medicare solely on the basis of End Stage Renal Disease, but is
not insured by both Parts A and B, the Medicare Alternate Deductible
is equal to the Cash Deductible plus what Parts A and B of Medicare
would have paid had the Covered Person been so insured.

Emergency Room Co-Payment, (waived if
admitted within 24 hours) (Out-Network
Provider) $50

The Coinsured Charge Limit means the amount of Covered Charges
a Covered Person must incur before no Co-Insurance is required, except
as stated below.

Exception: Charges for Mental and Nervous Conditions and Substance
Abuse treatment are not subject to or eligible for the Coinsured Charge
Limit.
Coinsured Charge Limit: $10,000]'

HEALTH BENEFITS INSURANCE
This health benefits insurance will pay many of the medical expenses

incurred by a Covered Person.

Note: [Carrier] payments will be reduced or limited if a Covered Person
does not comply with the Utilization Review and Pre-Approval require­
ments contained in this Policy.

BENEFIT PROVISION

The Cash Deductible
Each Calendar Year, each Covered Person must have Covered

Charges that exceed the Cash Deductible before [Carrier] pays any
benefits to that person. The Cash Deductible is shown in the Schedule.
The Cash Deductible cannot be met with Non-Covered Charges. Only
Covered Charges incurred by the Covered Person while insured by this
Policy can be used to meet this Cash Deductible.

Once the Cash Deductible is met, [Carrier] pays benefits for other
Covered Charges above the Cash Deductible incurred by that Covered
Person, less any applicable Co-Insurance or Co-Payments, for the rest
of that Calendar Year. But all charges must be incurred while that
Covered Person is insured by this Policy. And what [Carrier] pays is
based on all the terms of this Policy.

Family Deductible Limit
This Policy has a family deductible limit of two Cash Deductibles for

each Calendar Year. Once two Covered Persons in a family meet their
individual Cash Deductibles in a Calendar Year, [Carrier] pays benefits
for other Covered Charges incurred by any member of the covered
family, less any applicable Co-Insurance or Co-Payments, for the rest
of that Calendar Year. What [Carrier] pays is based on all the terms
of this Policy.

Co-Insurance Cap
This Policy limits Co-Insurance amounts each Calendar Year except

as stated below. The Co-Insurance Cap cannot be met with:
a. Non-Covered Charges;

$10

$50
$100 per day, up to $500
per confinement, $1,000
per Calendar Year

[$250, $500 or $1,000]

[$500, $1,000 or $2,000]
Note: Must be
individually satisfied by
2 separate Covered
Persons

CLASS
[All eligible employees]

EMPLOYEE AND DEPENDENT HEALTH BENEFITS
Co-Payment- If treatment, services or supplies
are given or referred by a PCP:

• Physician Visits
• Emergency Room (waived if admitted

within 24 hours)
• Hospital Confinement

Calendar Year Cash Deductible-If treatment
services or supplies are given by a Non-referred
Provider
Per Covered Person
Per Covered Family

Covered Person must pay the Co-Payment to such Provider. [Most
[XYZ] PO Practitioners will prepare any necessary claim forms and
submit them to [Carrier].]

[Once per calendar year, a female Covered Person may use the services
of a [XYZ] PO gynecologist for a routine exam, without referral from
her PCP. She must obtain authorization from her PCP for any services
beyond a routine exam and tests.]

Out-Network Services
If a Covered Person uses the services of a Provider without having

been referred by his or her PCP, he or she will not be eligible for
Network Benefits. For services which have not been referred by the
Covered Person's PCP, whether provided by an [XYZ] PO Provider or
otherwise, ·the Covered Person may only be eligible for· Out-Network
Benefits '[will be paid]'.

Emergency Services
If a Covered Person requires services for a Medical Emergency which

occurs inside the PO Service Area, he or she must notify and obtain
authorization from his or her PCP within 48 hours or as soon as
reasonably possible thereafter.

Emergency room visits to PO Facilities are subject to a Co-Payment,
and such visits must be retrospectively reviewed [by the PCP]. [Carrier]
will waive the emergency room Co-Payment if the Covered Person is
hospitalized within 24 hours of the visit.

If a Covered Person requires services for a Medical Emergency outside
the PO Service Area, the PCP must be notified within 48 hours or as
soon as reasonably possible thereafter. Follow-up care is limited to the
medical care necessary before the Covered Person can return to the
·PO· Service Area '[of the EPa]'.

Utilization Review
This Policy has utilization features. See the Utilization Review Features

section of this Policy.

Benefits
The Schedule shows Network Benefits, Out-Network Benefits, and Co­

Payments applicable to the Point of Service arrangement.
What [Carrier] pays is subject to all the terms of this Policy.

[Note: Used only if coverage is offered as pas.]

'[SCHEDULE OF INSURANCE AND
PREMIUM RATES EXAMPLE POS

This Policy's classification, and the insurance coverages and amounts
which apply to each class are shown below:
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b. Cash Deductibles;
c. Co-Insurance *[paid by a Covered Person)* for the treatment of

Mental and Nervous Conditions and Substance Abuse; and
d. Co-Payments.

There are Co-Insurance Caps for:
a. each Covered Person; and
b. each Covered Family.

The Co-Insurance Caps are shown in the Schedule.
Each Covered Person's Co-Insurance amounts are used to meet his

or her own Co-Insurance Cap, and are combined with Co-Insurance
amounts from other covered family members to meet the covered fami­
ly's Co-Insurance Cap. But all amounts used to meet the cap must
actually be paid by a Covered Person out of his or her own pocket.

Once the Covered Person's Co-Insurance amounts in a Calendar Year
exceed the individual cap, [Carrier) will waive his or her Co-Insurance
for the rest of that Calendar Year.

Once two Covered Persons in a family meet their individual Co­
Insurance amounts, [Carrier) will waive the family's Co-Insurance for
the rest of that Calendar Year.

Exception: Charges for Mental and Nervous Conditions and Substance
Abuse treatment are not subject to or eligible for the Co-Insurance Cap.

Payment Limits
[Carrier] limits what [Carrier) will pay for certain types of charges.

[Carrier] also limits what [Carrier] will pay for all Illness or Injuries for
each Covered Person's Per Lifetime. See the Schedule for these limits.

Benefits From Other Plans
The benefits [Carrier] will pay may be affected by a Covered Person

being covered by two or more plans or policies. Read the provision
Coordination of Benefits to see how this works.

The benefits [Carrier] will pay may also be affected by Medicare. Read
the *[How This Policy Interacts With]* Medicare *as Secondary Payor*
section for an explanation of how this works.

If This Plan Replaces Another Plan
The Employer who purchased this Policy may have purchased it to

replace a plan the Employer had with some other insurer.
The Covered Person may have incurred charges for covered expenses

under the Employer's old plan before it ended. If so, these charges will
be used to meet this Policy's Cash Deductible if:

a. the charges were incurred during the Calendar Year in which this
Policy starts;

b. this Policy would have paid benefits for the charges, if this Policy
had been in effect;

c. The Covered Person was covered by the old plan when it ended
and enrolled in this Policy on its Effective Date; and

d. this Policy starts right after the old plan ends.

Extended Health Benefits
If this Policy ends, and a Covered Person is Totally Disabled on such

date, and under a Practitioner's care, [Carrier] will extend health benefits
for that person under this Policy as explained below. This is done at
no cost to the Covered Person.

[Carrier) will only extend benefits for Covered Charges due to the
disabling condition. The charges must be incurred before the extension
ends. And what [Carrier] will pay is based on all the terms of this Policy.

[Carrier] does not pay for charges due to other conditions. And
[Carrier] does not pay for charges incurred by other covered family
members.

The extension ends on the earliest of:
a. the date the Total Disability ends; or
b. one year from the date the person's insurance under this Policy

ends; or
c. the date the person has reached the payment limit for his or her

disabling condition.
The Employee must submit evidence to [Carrier] that he or she or

his or her Dependent is Totally Disabled, if [Carrier] requests it.

*[COVERED CHARGES
This section lists the types of charges [Carrier] will consider as Covered

Charges. But what [Carrier] will pay is subject to all the terms of this
Policy. Read the entire Policy to find out what [Carrier] limits or
excludes.

ADOPTIONS

Hospital Charges
[Carrier) covers charges for Hospital room and board and Routine

Nursing Care when it is provided to a Covered Person by a Hospital
on an Inpatient basis. But [Carrier] limits what [Carrier] pays each day
to the room and board limit shown in the Schedule. And [Carrier] covers
other Medically Necessary and Appropriate Hospital services and sup­
plies provided to a Covered Person during the Inpatient confinement.

If a Covered Person incurs charges as an Inpatient in a Special Care
Unit, [Carrier] covers the charges the same way [Carrier] covers charges
for any Illness.

[Carrier] will also cover Outpatient Hospital services, including services
provided by a Hospital Outpatient clinic. And [Carrier] covers emergency
room treatment, subject to this Policy's Emergency Room Co-Payment
Requirement section.

Any charges in excess of the Hospital semi-private daily room and
board limit are a Non-Covered Charge. This Policy's utilization review
features have penalties for non-compliance that may reduce what [Car­
rier] pays for Hospital charges.

[Carrier] limits what [Carrier] pays for the treatment of Mental and
Nervous Conditions and Substance Abuse. See the Charges Covered with
Special Limitations section of this Policy.

Hospital Co-Payment Requirement
Each time a Covered Person is confined in a Hospital, he or she must

pay a $200 Co-Payment for each day of confinement, up to a maximum
of $1,000 per confinement, subject to a maximum $2,000 Co-Payment
per Calendar Year.

Emergency Room Co-Payment Requirement
Each time a Covered Person uses the services of a Hospital emergency

room, he or she must pay a [$50) Co-Payment, if he or she is not admitted
within 24 hours.

Pre-Admission Testing Charges
[Carrier] covers pre-admission x-ray and laboratory tests needed for

a planned Hospital admission or Surgery. [Carrier] only covers these tests
if, the tests are done on an Outpatient basis within seven days of the
planned admission or Surgery.

However, [Carrier] will not cover tests that are repeated after ad­
mission or before Surgery, unless the admission or Surgery is deferred
solely due to a change in the Covered Person's health.

COVERED CHARGES
This section lists the types of charges [Carrier] will consider as Covered

Charges. But what [Carrier] will pay is subject to all the terms of this
Policy. Read the entire Policy to find out what [Carrier] limits or
excludes.

Hospital Charges
[Carrier) covers charges for Hospital room and board and Routine

Nursing Care when it is provided to a Covered Person by a Hospital
on an Inpatient basis. But [Carrier) limits what [Carrier] pays each day
to the room and board limit shown in the Schedule. And [Carrier) covers
other Medically Necessary and Appropriate Hospital services and sup­
plies provided to a Covered Person during the Inpatient confinement.

If a Covered Person incurs charges as an Inpatient in a Special Care
Unit, [Carrier] covers the charges the same way [Carrier] covers charges
for any Illness.

[Carrier] will also cover Outpatient Hospital services, including services
provided by a Hospital Outpatient clinic. And [Carrier] covers emergency
room treatment, subject to this Policy's Emergency Room Co-Payment
Requirement section.

Any charges in excess of the Hospital semi-private daily room and
board limit are a Non-Covered Charge. This Policy's utilization review
features have penalties for non-compliance that may reduce what [Car­
rier] pays for Hospital charges.

[Carrier] limits what [Carrier] pays for the treatment of Mental and
Nervous Conditions and Substance Abuse. See the Charges Covered with
Special Limitations section of this Policy.

Emergency Room Co-Payment Requirement
Each time a Covered Person uses the services of a Hospital emergency

room, he or she must pay a [$50.00] Co-Payment, if he or she is not
admitted within 24 hours.
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Pre-Admission Testing Charges
[Carrier] covers pre-admission x-ray and laboratory tests needed for

a planned Hospital admission or Surgery. [Carrier] only covers these tests
if the tests are done on an Outpatient basis within seven days of the
planned admission or Surgery.

However, [Carrier] will not cover tests that are repeated after ad­
mission or before Surgery, unless the admission or Surgery is deferred
solely due to a change in the Covered Person's health.]'

Extended Care *[and]* *or* Rehabilitation Charges
Subject to [Carrier's] Pre-Approval [Carrier] covers charges up to the

daily room and board limit for room and board and Routine Nursing
Care shown in the Schedule, provided to a Covered Person on an
Inpatient basis in an Extended Care Center or Rehabilitation Center.
Charges above the daily room and board limit are a Non-Covered
Charge.

And [Carrier] covers all other Medically Necessary and Appropriate
services and supplies provided to a Covered Person during the confine­
ment. But the confinement must:

a. *[start within 2 days of a Hospital stay; and]' *(Reserved)*
b. be due to the same or a related condition that necessitated the

Hospital stay.
'[And [Carrier] will only cover]' *Coverage for Extended Care and

Rehabilitation, combined, is limited to* the first 120 days of confinement
in each Calendar year. Charges for any additional days are a Non­
Covered Charge.

But [Carrier] limits what [Carrier] will pay for the treatment of Mental
and Nervous Conditions and Substance Abuse. See the Charges Covered
With Special Limitations section of this Policy.

Extended Care *[and] * *or* Rehabilitation charges which are not Pre­
Approved by [Carrier] are Non-Covered Charges.

Home Health Care Charges
Subject to [Carrier's] Pre-Approval, when home health care can take

the place of inpatient care, [Carrier] covers such care furnished to a
Covered Person under a written home health care plan. [Carrier] covers
all Medically Necessary and Appropriate services or supplies, such as:

a. Routine Nursing Care (furnished by or under the supervision of
a registered Nurse);

b. physical therapy;
c. occupational therapy;
d. medical social work;
e. nutrition services;
f. speech therapy;
g. home health aide services;
h. medical appliances and equipment, drugs and medications,

laboratory services and special meals; and
i. any Diagnostic or therapeutic service, including surgical services

performed in a Hospital Outpatient department, a Practitioner's
office or any other licensed health care Facility, provided such
service would have been covered under the Policy if performed
as Inpatient Hospital services. But, payment is subject to all of
the terms of this Policy and to the following conditions:

a. The Covered Person's Practitioner must certify that home
health care is needed in place of Inpatient care in a
recognized Facility.

b. The services and supplies must be:
• ordered by the Covered Person's Practitioner;
• included in the home health care plan; and
• furnished by, or coordinated by, a Home Health Agency

according to the written home health care plan.
The services and supplies must be furnished by recognized health care

professionals on a part-time or intermittent basis, except when full-time
or 24 hour service is needed on a short-term basis.

c. The home health care plan must be set up in writing by the
Covered Person's Practitioner within 14 days after home
health care starts. And it must be reviewed by the Covered
Person's Practitioner at least once very 60 days.

d. Each visit by a home health aide, Nurse, or other recognized
Provider whose services are authorized under the home
health care plan can last up to four hours.

e. [Carrier] does not pay for:
• services furnished to family members, other than the

patient; or
• services and supplies not included in the home health

care plan.

INSURANCE

Home Health Care charges which are not Pre-Approved by [Carrier]
are Non-Covered Charges.

Practitioner's Charges for Non-Surgical Care and Treatment
[Carrier] covers Practitioner's charges for the Medically Necessary and

Appropriate non-surgical care and treatment of an Illness or Injury. But
[Carrier] limits what [Carrier] will pay for the treatment of mental and
Nervous Conditions and Substance Abuse. See the Charges Covered
With Special Limitations section of this Policy.

Practitioner's Charges for Surgery
[Carrier] covers Practitioner's charges for Medically Necessary and

Appropriate Surgery. [Carrier] does not pay for cosmetic Surgery.

Second Opinion Charges
[Carrier] covers Practitioner's charges for a second opinion and

charges for related x-rays and tests when a Covered Person is advised
to have Surgery or enter a Hospital. If the second opinion differs from
the first, [Carrier] covers charges for a third opinion. [Carrier] covers
such charges if the Practitioners who give the opinions:

a. are board certified and qualified, by reason of their specialty, to
give an opinion on the proposed Surgery or Hospital admission;

b. are not business associates of the Practitioner who recommended
the Surgery; and

c. in the case of a second surgical opinion, they do not perform the
Surgery if it is needed.

Dialysis Center Charges
[Carrier] covers charges made by a dialysis center for covered dialysis

services.

Ambulatory Surgical Center Charges
[Carrier] covers charges made by an Ambulatory Surgical Center in

connection with covered Surgery.

Hospice Care Charges
Subject to [Carrier] Pre-Approval, [Carrier] covers charges made by

a Hospice for palliative and supportive care furnished to a terminally
ill *or terminally injured* Covered person under a Hospice care pro­
gram.

"Palliative and supportive care" means care and support aimed mainly
at lessening or controlling pain or symptoms; it makes no attempt to
cure the Covered Person's terminal illness *or terminal injury*.

"Terminally ill" *or "terminally injured"* means that the Covered
Person's Practitioner has certified in writing that the Covered Person's
life expectancy is six months or less.

Hospice care must be furnished according to a written "hospice care
program". A "hospice care program" is a coordinated program with an
interdisciplinary team for meeting the special needs of the terminally
ill *or terminally injured* Covered Person. It must be set up and
reviewed periodically by the Covered Person's Practitioner.

Under a Hospice care program, subject to all the terms of this Policy,
[Carrier1covers any services and supplies including Prescription drugs,
to the extent they are otherwise covered by this Policy. Services and
supplies may be furnished on an Inpatient or Outpatient basis.

The services and supplies must be:
a. needed for palliative and supportive care;
b. ordered by the Covered Person's Practitioner;
c. included in the Hospice care program; and
d. furnished by, or coordinated by a Hospice.

[Carrier] does not pay for:
a. services and supplies provided by volunteers or others who do not

regularly charge for their services;
b. funeral services and arrangements;
c. legal or financial counseling or services; or
d. treatment not included in the Hospice care plan.

Hospice Care charges which are not Pre-Approved by [Carrier] are
Non-Covered Charges.

Alcohol Abuse
[Carrier] pays benefits for the Covered Charges a Covered Person

incurs for the treatment of Alcohol Abuse the same way [Carrier] would
for any other Illness, if such treatment is prescribed by a Practitioner.
But [Carrier] does not pay for Custodial Care, education, or training.

Treatment may be furnished by:
a. a Hospital;
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b. a detoxification Facility licensed under New Jersey Public Law
1975, Chapter 305; or

c. a licensed, certified or state approved residential treatment Facility
under a program which meets the minimum standards of care of
the Joint Commission.

Pregnancy
This Policy pays for pregnancies the same way [Carrier] would cover

an Illness. The charges [Carrier] covers for a newborn child are explained
[on the next page.]

Birthing Center Charges
[Carrier] covers Birthing Center charges made by a practitioner for

pre-natal care, delivery, and post partum care in connection with a
Covered Person's pregnancy. [Carrier] covers charges up to the daily
room and board limit for room and board shown in the Schedule when
Inpatient care is provided to a Covered Person by a Birthing Center.
But charges above the daily room and board limit are a Non-Covered
Charge.

[Carrier] covers all other Medically Necessary and Appropriate
services and supplies during the confinement.

Benefits for a Covered Newborn Child
[Carrier] covers charges for the child's routine nursery care while he

or she is in the Hospital or a Birthing Center. Charges are covered up
to a maximum of 7 days following the date of birth. This includes:

a. nursery charges;
b. charges for routine Practitioner's examinations and tests; and
c. charges for routine procedures, like circumcision.

Subject to all of the terms of this Policy, [Carrier] covers the care
and treatment of a covered newborn child if he or she is Ill, Injured,
premature, or born with a congenital birth defect.

Anesthetics and Other Services and Supplies
[Carrier] covers anesthetics and their administration; hemodialysis,

casts; splints; and surgical dressings. [Carrier] covers the initial fitting
and purchase of braces, trusses, orthopedic footwear and crutches. But
[Carrier] does not pay for replacements or repairs.

Blood
[Carrier] covers blood, blood products, blood transfusions and the cost

of testing and processing blood. But [Carrier] does not pay for blood
which has been donated or replaced on behalf of the Covered Person.

Ambulance Charges
[Carrier] covers Medically Necessary and Appropriate charges for

transporting a Covered Person to:
a. a local Hospital if needed care and treatment can be provided by

a local Hospital;
b. the nearest Hospital where needed care and treatment can be

given, if a local Hospital cannot provide such care and treatment.
But it must be connected with an Inpatient confinement; or

c. transporting a Covered Person to another Inpatient health care
Facility.

It can be by professional Ambulance service, train or plane. But
[Carrier] does not pay for chartered air flights. And [Carrier] will not
pay for other travel or communication expenses of patients. Practitioners,
Nurses or family members.

Durable Medical Equipment
Subject to [Carrier's] Pre-Approval, [Carrier] covers charges for the

rental of Durable Medical Equipment needed for therapeutic use. At
[Carrier's] option, and with [Carrier's] Pre-Approval, [Carrier] may cover
the purchase of such items when it is less costly and more practical than
rental. But [Carrier] does not pay for:

a. any purchases without [Carrier's] advance written approval;
b. replacements or repairs; or
c. the rental or purchase of items (such as air conditioners, exercise

equipment, saunas and air humidifiers) which do not fully meet
the definition of Durable Medical Equipment.

Charges for Durable Medical Equipment which are not Pre-Approved
by [Carrier] are Non-Covered Charges.

Treatment of Wilm's Tumor
[Carrier] pays benefits for Covered Charges incurred for the treatment

of Wilm's tumor in a Covered Person. [Carrier] treats such charges the
same way [Carrier] treats Covered Charges for any other Illness. Treat-
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ment can include, but is not limited to, autologous bone marrow trans­
plants when standard chemotherapy treatment is unsuccessful. [Carrier]
pays benefits for this treatment even if it is deemed Experimental or
Investigational. What [Carrier] pays is based on all of the terms of this
Policy.

X-Rays and Laboratory Tests
[Carrier] covers x-rays and laboratory tests which are Medically

Necessary and Appropriate to treat an Illness or Injury. But, except as
covered under this Policy's Preventive Care section, [Carrier] does not
pay for x-rays and tests done as part of routine physical checkups.

Prescription Drugs
"[[Carrier] covers drugs which require a Practitioner's prescription. But

[Carrier] only covers drugs which are approved for treatment of the
Covered Person's Illness or Injury by the Food and Drug Administration,
in no event will [Carrier] pay for drugs labeled: "Caution-Limited by
Federal Law to Investigational Use". And [Carrier] excludes drugs that
can be bought without a prescription, even if a Practitioner orders
them.]"

COVERED CHARGES WITH SPECIAL LIMITATIONS

Dental Care and Treatment
[Carrier] covers:
a. the diagnosis and treatment of oral tumors and cysts; and
b. the surgical remo'{al of bony impacted teeth.

[Carrier] also covers treatment of an Injury to natural teeth or the
jaw, but only if:

a. the Injury occurs while the Covered Person is insured under any
health benefit plan;

b. the Injury was not caused, directly or indirectly by biting or chew­
ing; and

c. all treatment is finished within 6 months of the date of the Injury.
Treatment includes replacing natural teeth lost due to such Injury.

But in no event does [Carrier] cover orthodontic treatment.

Treatment for Temporomandibular Joint Disorder (TMJ)
[Carrier] covers charges for the Medically Necessary and Appropriate

surgical and non-surgical treatment of TMJ in a Covered Person.
However, [Carrier] does not cover any charges for orthodontia, crowns
or bridgework.

Prosthetic Devices
[Carrier] limits what [Carrier] pays for prosthetic devices. Subject to

[Carrier] Pre-Approval, [Carrier] covers only the initial fitting and
purchase of artificial limbs and eyes, and other prosthetic devices. And
they must take the place of a natural part of a Covered Person's body,
or be needed due to a functional birth defect in a covered Dependent
child. [Carrier] does not pay for replacements, unless they are Medically
Necessary and Appropriate. [Carrier] does not pay for repairs, wigs, or
dental prosthetics or devices.

Charges for Prosthetic Devices which are not Pre-Approved by [Car­
rier] are Non-Covered Charges.

Mammogram Charges
[Carrier] covers charges made for mammograms provided to a female

Covered Person according to the schedule given below. Benefits will be
paid, subject to all the terms of this Policy, and the following limitations:

[Carrier] will cover charges for:
a. one baseline mammogram for a female Covered Person, ages 35-39
b. one mammogram, every 2 years, for a female Covered Person, ages

40-49, or more frequently, if recommended by a Practitioner, and
c. one mammogram, every year, for a female Covered Person ages

50 and older.
The following "Pre·Existing Conditions" and "Continuity of Cov­

erage" provisions only apply to Policies issued to Employers of at least
two but not more than five Employees. These provisions also apply to
"Late Enrollees" under the Policies issued to any Small Employer.
However, this provision does not apply to Late Enrollees if 10 or more
Late Enrollees request enrollment during any *[*30*]* day enrollment
period provided for in this Policy. See this Policy's EMPLOYEE COV­
ERAGE and DEPENDENT COVERAGE sections to determine if a
Covered Person is a Late Enrollee. *The "Pre-Existing Conditions"
provision does not apply to a Dependent who is an adopted child or
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who is a child placed for adoption if the Employee enrolls the Dependent
and agrees to make the required payments within [30] days after the
Dependent's Eligibility Date.*

Pre-Existing Conditions
A Pre-Existing Condition is an Illness or Injury which manifests itself

in the six months before a Covered Person's coverage under this Policy
starts, and for which:

a. a Covered Person sees a Practitioner, takes Prescribed Drugs,
receives other medical care or treatment or had medical care or
treatment recommended by a practitioner in the six months before
his or her coverage starts; or

b. an ordinarily prudent person would have sought medical advice,
care or treatment in the six months before his or her coverage
starts.

A pregnancy which exists on the date a Covered Person's coverage
starts is also a Pre-Existing Condition.

[Carrier] does not pay benefits for charges for Pre-Existing Conditions
until the Covered Person has been continuously covered by this Policy
for 180 days.

This limitation does not affect benefits for other unrelated conditions,
or birth defects in a covered Dependent child. And [Carrier] waives this
limitation for a Covered Person's Pre-Existing Condition if the condition
was payable under another [Carrier] group plan which insured the
Covered Person right before the Covered Person's coverage under this
Policy started. The next section shows other exceptions.

Continuity of Coverage
A new Covered Person may have been covered under a previous

employer group health benefits plan prior to enrollment in this Policy.
When this happens, {Carrier] gives credit for the time he or she was
covered under the previous plan to determine if a condition is Pre­
Existing. [Carrier] goes back to the date his or her coverage under the
previous plan started. But the Employee's active Full-Time service with
the Employer must start within 90 days of the date his or her coverage
under the previous plan ended. And the person must sign and complete
his or her enrollment form within 30 days of the date the Employee's
active Full-Time service begins. Any condition arising between the date
his or her coverage under the previous plan ends and the date his or
her coverage under this Policy starts is Pre-Existing. [Carrier] does not
cover any charges actually incurred before the person's coverage under
this Policy starts. If the Employer has included an eligibility waiting
period in this Policy, an Employee must still meet it, before becoming
insured.

Private Duty Nursing Care
[Carrier] only covers charges by a Nurse for Medically Necessary and

Appropriate private duty nursing care, if such care is authorized as part
of a home health care plan, coordinated by a Home Health Agency,
and covered under the Home Health Care Charges section. Any other
charges for private duty nursing care are a Non-Covered Charge.

Therapy Services
Therapy Services mean the following services or supplies, ordered by

a Practitioner and used to treat, or promote recovery from, an Injury
or Illness:

[Carrier] covers the Therapy Services listed below.
a. Chelation Therapy-means the administration of drugs or chemicals

to remove toxic concentrations of metals from the body.
b. Chemotherapy-the treatment of malignant disease by chemical or

biological antineoplastic agents.
c. Dialysis Treatment-the treatment of an acute renal failure or a

chronic irreversible renal insufficiency by removing waste products
from the body. This includes hemodialysis and peritoneal dialysis.

d. Radiation Therapy-the treatment of disease by x-ray, radium,
cobalt, or high energy particle sources. Radiation therapy includes
rental or cost of radioactive materials. Diagnostic Services requir­
ing the use of radioactive materials are not radiation therapy.

e. Respiration Therapy-the introduction of dry or moist gases into
the lungs.

[Carrier] covers the Therapy Services listed below, subject to stated
limitations:

f. Cognitive Rehabilitation Therapy-the retraining of the brain to
perform intellectual skills which it was able to perform prior to
disease, trauma, Surgery, '[congenital anomaly]' or previous thera-
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peutic process*; or the training of the brain to perform intellectual
skills it should have been able to perform if there were not a
congenital anomaly*.

g. Speech Therapy-treatment for the correction of a speech impair­
ment resulting from Illness, Surgery, Injury, congenital anomaly,
or previous therapeutic processes.

Coverage for Cognitive Rehabilitation Therapy and Speech Therapy,
combined, is limited to 30 visits per Calendar Year.

h. Occupational Therapy-treatment to restore a physically disabled
person's ability to perform the ordinary tasks of daily living.

i. Physical Therapy-the treatment by physical means to relieve pain,
restore maximum function, and prevent disability following disease,
Injury or loss of limb.

Coverage'[s]' for Occupational Therapy and Physical Therapy, com­
bined, is limited to 30 visits per Calendar Year.

j. Infusion Therapy-subject to [Carrier] Pre-Approval, the adminis­
tration of antibiotic, nutrients, or other therapeutic agents by direct
infusion. Charges in connection with Infusion Therapy which are
not Pre-Approved by [Carrier] are Non-Covered Charges.

Preventive Care
[Carrier] covers charges for routine physical examinations including

related laboratory tests and x-rays. [Carrier] also covers charges for
immunizations and vaccines, well baby care, pap smears, mammography
and screening tests. But [Carrier] limits what [Carrier] pays each Calen­
dar Year to:

a. $500 per Covered Person for a Dependent child from birth until
the end of the Calendar Year in which the Dependent child attains
age 1, and

b. $300 per Covered Person for all other Covered Persons.
These changes are not subject to the Cash Deductibles or Co-In­

surance.

Therapeutic Manipulation
[Carrier] limits what [Carrier] covers for '[spinal]' *therapeutic*

manipulation to 30 visits per Calendar Year. And [Carrier] covers no
more than two modalities per visit. Charges for such treatment above
these limits are a Non-Covered Charge.

Mental and Nervous Conditions and Substance Abuse
[Carrier] limits what [Carrier] pays for the treatment of Mental and

Nervous Conditions and Substance Abuse. [Carrier] includes '[an Ill­
ness]' *a condition* under this section if it manifests symptoms which
are primarily mental and nervous, regardless of any underlying physical
cause.

A Covered Person may receive treatment as an Inpatient in a Hospital
or a Substance Abuse Center. He or she may also receive treatment
as an Outpatient from a Hospital, Substance Abuse Center, or any
properly licensed or certified Practitioner, psychologist or social worker.
*Covered charges for the treatment of Mental and Nervous conditions
and Substance Abuse include charges incurred for Prescription Drugs.*

The Covered Person must pay the Co-Insurance shown on the
Schedule for Covered Charges for such treatment. [Carrier] limits what
[Carrier] pays each Calendar Year to $5,000.00 for combined Inpatient
and Outpatient treatment. [Carrier] limits what [Carrier] pays Per
Lifetime to $25,000.00 combined Inpatient and Outpatient benefit.

[Carrier] does not pay for Custodial Care, education, or training.

Transplant Benefits
[Carrier] covers Medically Necessary and Appropriate services and

supplies for the following types of transplants:
a. Cornea
b. Kidney
c. Lung
d. Liver
e. Heart
f. Pancreas
g. Allogeneic Bone Marrow
h. Autologous Bone Marrow and Associated High Dose

Chemotherapy only for treatment of:
• Leukemia
• Lymphoma
• Neuroblastoma
• Aplastic Anemia
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date ofthe Covered Person's name, social security number and
birth;

b. the Covered Person group plan number;
c. the reason for the admission;
d. the name and location of the Hospital;
e. when the admission occurred; and
f. the name of the Covered Person's Practitioner.

Emergency Admission
[ABC] must be notified of all emergency admission by phone. This

must be done by the Covered Person or the Covered Person's Practi­
tioner no later than the end of the next regular working day, or as soon
as possible after the admission occurs.

When [ABC] is notified [by phone,] they require the following informa­
tion:

a.

Continued Stay Review
The Covered Person or his or her Practitioner, must request a con­

tinued stay review for any emergency admission. This must be done at
the time [ABC] is notified of such admission.

The Covered Person, or his or her Practitioner, must also initiate a
continued stay review whenever it is Medically Necessary and Ap­
propriate to change the authorized length of a Hospital stay. This must
be done before the end of the previously authorized length of stay.

[ABC] also has the right to initiate a continued stay review of any
Hospital admission. And [ABC] may contact the Covered Person's Practi­
tioner or Hospital by phone or in writing.

In the case of an emergency admission, the continued stay review
evaluates:

a. the Medical Necessity and Appropriateness of the Hospital ad­
mission;

b. the anticipated length of stay; and
c. the appropriateness of health care alternatives.

In all other cases, the continued stay review evaluates:
a. the Medical Necessity and Appropriateness of extending the

authorized length of stay; and
b. the appropriateness of health care alternatives.

Notice of Hospital Admission Required
[Carrier) requires notice of all Hospital admissions. The times and

manner in which the notice must be given is described below. When
a Covered Person does not comply with the requirements of this section
[Carrier] reduces what it pays for covered Hospital charges as a penalty.

Pre-Hospital Review
All non-emergency Hospital admissions must be reviewed by [ABC]

before they occur. The Covered Person or the Covered Person's Practi­
tioner must notify [ABC] and request a pre-hospital review. [ABC] must
receive the notice and request as soon as possible before the admission
is scheduled to occur. For a maternity admission, a Covered Person or
his or her Practitioner must notify [ABC] and request a pre-hospital
review at least [60 days) before the expected date of delivery, or as soon
as reasonably possible.

When [ABC] receives the notice and request, [they) evalua~e:

a. the Medical Necessity and Appropriateness of the Hospital ad­
mission

b. the anticipated length of stay and
c. the appropriateness of health care alternatives, like home health

care or other out-patient care.
[ABC] notifies the Covered Person's Practitioner, [by phone, of t?e

outcome of their review. And [they] confirm the outcome of [their]
review in writing.]

If [ABC] authorizes a Hospital admission, the authorization is valid
for:

a. the specified Hospital;
b. the named attending Practitioner; and
c. the authorized length of stay.

The authorization becomes invalid and the Covered Person's ad-
mission must be reviewed by [ABC] again if:

a. he or she enters a Facility other than the specified Facility
b. he or she changes attending Practitioners; or
c. more than [60 days] elapse between the time he or she obtains

authorization and the time he or she enters the Hospital, except
in the case of a maternity admission.

• Genetic Disorders
-scm
- WISCOT AJldrich

"[IMPORTANT NOTICE
This Policy has utilization review features. Under these features,

[ABC-Systems, a health care review organization) reviews Hospital
admissions and Surgery performed outside of a Practitioner's office [for
Carrier). These features must be complied with if a Covered Person:

a. is admitted as an Inpatient to a Hospital, or
b. is advised to enter a Hospital or have Surgery performed outside

of a Practitioner's office. If a Covered Person does not comply
with these utilization review features, he or she will not be eligible
for full benefits under this Policy. See the Utilization Review
Features section for details.

This Policy has alternate treatment features. Under these features,
[DEF, a Case Coordinator) reviews a Covered Person's medical needs
in clinical situations with the potential for catastrophic claims to de­
termine whether alternative treatment may be available and appropriate.
See the Alternate Treatment Features section for details.

This Policy has centers of excellence features. Under these features,
a Covered Person may obtain necessary care and treatment from
Providers with whom [Carrier) has entered into agreements. See the
Centers of Excellence Features section for details.

What [Carrier] pays is subject to all of the terms of this Policy. Read
this Policy carefully and keep it available when consulting a Practitioner.

If an Employee has any questions after reading this Policy he or she
should [call The Group Claim Office at the number shown on his or
her identification card.)

UTILIZATION REVIEW FEATURES
Important Notice: If a Covered Person does not comply with this

Policy's utilization review features, he or she will not be eligible for full
benefits under this Policy.

Compliance with this Policy's utilization review features does ~ot

guarantee what [Carrier) will pay for Covered Charges. What [Camer)
pays is based on:

a. the Covered Charges actually incurred;
b. the Covered Person being eligible for coverage under this Policy

at the time the Covered Charges are incurred; and
c. the Cash Deductible, Co-Payment and Co-Insurance provisions,

and all of the other terms of this Policy.

Definitions
"Hospital admission" means admission of a Covered Person to a

Hospital as an Inpatient for Medically Necessary and Appropriate care
and treatment of a Illness or Injury.

[Carrier) calls a Hospital admission or Surgery "emergency" if, after
an evaluation of the Covered Person's condition, the attending Practi­
tioner determines that failure to make the admission or perform the
Surgery immediately would pose a serious threat to the Covered Person's
life or health. A Hospital admission or Surgery made or performed for
the convenience of Practitioners or patients is not an emergency.

By "covered professional charges for Surgery" [Carrier) means Cov­
ered Charges that are made by a Practitioner for performing Surgery.
Any surgical charge which is not a Covered Charge under the terms
of this Policy is not payable under this Policy.

"Regular working day" means [Monday through Friday from 9 a.m.
to 9 p.m. Eastern Time,] not including legal holidays.

Grievance Procedure
[If a Covered Person is not satisfied with a utilization review decision,

the Covered Person or the Covered Person's Practitioner may appeal
such decision by calling [ABC]. A Nurse reviewer will collect any ad­
ditional medical information required and submit the case to a second
[ABC] medical review physician. This physician will discuss the case with
the physician reviewer who made the initial decision. The second medical
review physician will then discuss the case with the Covered Person's
Practitioner. The Covered Person's Practitioner is then notified of the
appeal's recommendation and referred to the [Carrier] for any further
appeals].

REQUIRED HOSPITAL STAY REVIEW
Important Notice: If a Covered Person does not comply with these

Hospital stay review features, he or she will not be eligible for full
benefits under this Policy.

(CITE 25 N..J.R. 5308) NEW JERSEY REGISTER, MONDAY, NOVEMBER 15, 1993

You're viewing an archived copy from the New Jersey State Library.



ADOPTIONS

[ABC] notifies the Covered Person's Practitioner [by phone, of the
outcome of the review. And [ABC] confirms the outcome of the review
in writing.] The notice always includes any newly authorized length of
stay.

Penalties for Non-Compliance
In the case of a non-emergency Hospital admission, as a penalty for

non-compliance, [Carrier] reduces what it pays for covered Hospital
charges, by 50% if:

a. the Covered Person does not request a pre-hospital review; or
b. the Covered Person does not request a pre-hospital review as soon

as reasonably possible before the Hospital admission is scheduled
to occur; or

c. [ABC's] authorization becomes invalid and the Covered Person
does not obtain a new one; or

d. [ABC] does not authorize the Hospital admission.
In the case of an emergency admission, as a penalty for non-com­

plianc~, [Carrier] reduces what it pays for covered Hospital charges by
50%, If:

a. [ABC] is not notified of the admission at the times and in the
manner described above; or

b. the Covered Person does not request a continued stay review.
The penalty applies to covered Hospital charges incurred after the

applicable time limit allowed for giving notice ends.
For any Hospital admission, if a Covered Person stays in the Hospital

longer than [ABC] authorizes, [Carrier] reduces what it pays for covered
Hospital charges incurred after the authorized length of stay ends by
50% as a penalty for non-compliance.

Penalties cannot be used to meet this Policy's:
a. Cash Deductible; or
b. Co-Insurance Caps.

REQUIRED PRE-SURGICAL REVIEW
Important Notice: If a Covered Person does not comply with these

pre-surgical review features, he or she will not be eligible for full benefits
under this Policy.

[Carrier] requires a Covered Person to get a pre-surgical review for
any non-emergency procedure performed outside of a Practitioner's
office. When a Covered Person does not comply with the requirements
of this section [Carrier] reduces what it pays for covered professional
charges for Surgery, as a penalty.
~e Cov~red Person or his or her Practitioner, must request a pre­

surgical review from [ABC]. [ABC] must receive the request at least
24 hours before the Surgery is scheduled to occur. If the Surgery is being
done in a Hospital, on an inpatient basis, the pre-surgical review request
should be made at the same time as the request for a pre-hospital review.

When [AB,?] receives the request, they evaluate the Medical Necessity
and Appropnateness of the Surgery and they either:

a. approve the proposed Surgery, or
b. require a second surgical opinion regarding the need for the

Surgery.
[ABC] notifies the Covered Person's Practitioner, [by phone, of the

outcome of the review. [ABC] also confirms the outcome of the review
in writing.]

Required Second Surgical Opinion
If [~C's] review does not confirm the Medical Necessity and Ap­

propnateness of the Surgery, the Covered Person must obtain a second
surgical opinion in order to get full benefits under this Policy. If the
second opinion does not confirm the medical necessity of the Surgery,
the Covered Person may obtain a third opinion, although he or she is
not required to do so.

[ABC] will give the Covered Person a list of Practitioners in his or
her area who will give a second opinion. The Covered Person may get
the second opinion from a Practitioner on the list, or from a Practitioner
of his or her own choosing, if the Practitioner:

a. is board certified and qualified, by reason of his or her specialty,
to give an opinion on the proposed Surgery;

b. is not a business associate of the Covered Person's Practitioner·
and '

c. does not perform the Surgery if it is needed.
[ABC] gives second opinion forms to the Covered Person. The Practi­

tioner h.e or she chooses fills them out, and then returns them to [ABC].
[Camer] covers charges for additional surgical opinions, including

charges for related x-ray and tests. But what [Carrier] pays is based on

INSURANCE

all the terms of this Policy, except, these charges are not subject to the
Cash Deductible or Co-Insurance.

Pre-Hospital Review
If the proposed Surgery is to be done on an Inpatient basis, the

Required Pre-Hospital Review section must be complied with. See the
Required Pre-Hospital Review section for details.

Penalties for Non-Compliance
As a penalty for non-compliance, [Carrier] reduces what it pays for

covered professional charges, for Surgery by 50% if:
a. the Covered Person does not request a pre-surgical review' or
b. [ABC] is not given at least 24 hours to review and evaluat~ the

proposed Surgery; or
c. [ABC] requires additional surgical opinions and the Covered

Person does not get those opinions before the Surgery is done.
d. [ABC] does not confirm the need for Surgery.

But there is no penalty when the additional opinions do not confirm
the nee~ for the Surgery, and the Surgery is done anyway.

Penalties cannot be used to meet this Policy's:
a. Cash Deductible; or
b. Co-Insurance Caps.

ALTERNATE TREATMENT FEATURES
Important Notice: No Covered Person is required, in any way, to accept

an Alternate Treatment Plan recommended by [DEF].

Definitions
"Alternate Treatment" means those services and supplies which meet

both of the following tests:
a. They are determined, in advance, by [DEF] to be Medically

Necessary and .Appropriate and cost effective in meeting the long
term or mtenslve care needs of a Covered Person in connection
with a Catastrophic Illness or Injury.

b. Benefits for charges incurred for the services and supplies would
not otherwise be payable under this Policy.

"Catastrophic Illness or Injury" means one of the following:
a. head injury requiring an Inpatient stay
b. spinal cord Injury
c. severe burn over 20% or more of the body
d. multiple injuries due to an accident
e. premature birth
f. CVA or stroke
g. congenital defect which severely impairs a bodily function
h. brain damage due to either an accident or cardiac arrest or result-

ing from a surgical procedure
i. terminal Illness, with a prognosis of death within 6 months
j. Acquired Immune Deficiency Syndrome (AIDS)
k. chemical dependency
I. mental, nervous and psychoneurotic disorders

m. any other Illness or Injury determined by [DEF] or [Carrier] to
be catastrophic.

Alternate Treatment Plan
[DI?F] will identify cases of Catastrophic Illness or Injury. The ap­

propnateness of the level of patient care given to a Covered Person
as well as the setting in which it is received will be evaluated. In order
to maintain or enhance the quality of patient care for the Covered
Person, [DEF] will develop an Alternate Treatment Plan.

An Alternate Treatment Plan is a specific written document, developed
by [DEF] through discussion and agreement with:

a. the Covered Person, or his or her legal guardian, if necessary;
b. the Covered Person's attending Practitioner; and
c. [Carrier].

The Alternate Treatment Plan includes:
a. treatment plan objectives;
b. course of treatment to accomplish the stated objectives;
c. the responsibility of each of the following parties in implementing

the plan:
• [DEF]
• attending Practitioner
• Covered Person
• Covered Person's family, if any; and

d. estimated cost and savings.
If [Carrier], [DEF], the attending Practitioner, and the Covered Person

agree [in writing,] on an Alternate Treatment Plan, the services and

NEW JERSEY REGISTER, MONDAY, NOVEMBER 15, 1993 (CITE 25 N,J.R. 5309)

You're viewing an archived copy from the New Jersey State Library.



INSURANCE

supplies required in connection with such Alternate Treatment Plan will
be considered as Covered Charges under the terms of this Policy.

The agreed upon alternate treatment must be ordered by the Covered
Person's Practitioner.

Benefits payable under the Alternate Treatment Plan will be con­
sidered in the accumulation of any Calendar Year and per lifetime
maximums.

Exclusion
Alternate Treatment does not include services and supplies that [Car­

rier] determines to be Experimental or Investigational.

CENTERS OF EXCELLENCE FEATURES
Important Notice: No Covered Person is required, in any way, to

receive medical care and treatment at a Center of Excellence.

Definitions
"Center of Excellence" means a Provider that has entered into an

agreement with [Carrier] to provide health benefit services for specific
procedures. The Centers of Excellence are [identified in the Listing of
Centers of Excellence.]

"Pre-Screening Evaluation" means the review of past and present
medical records and current x-ray and laboratory results by the Center
of Excellence to determine whether the Covered Person is an appropriate
candidate for the Procedure.

"Procedure" means one or more surgical procedures or medical thera­
py performed in a Center of Excellence.

Covered Charges
In order for charges to be Covered Charges, the Center of Excellence

must:
a. perform a Pre-Screening Evaluation; and
b. determine that the Procedure is Medically Necessary and Ap­

propriate for the treatment of the Covered Person.
Benefits for services and supplies at a Center of Excellence will be

[subject to the terms and conditions of this Policy. However, the Utiliza­
tion Review Features will not apply.]]'

EXCLUSIONS
Payment will not be made for any charges incurred for or in connec­

tion with:
Care or treatment by means of acupuncture except when used as a

substitute for other forms of anesthesia.
Services for ambulance for transportation from a Hospital or other

health care Facility, unless the Covered Person is being transferred to
another Inpatient health care Facility.

Blood or blood plasma which is replaced by or for a Covered Person.
Care and/or treatment by a Christian Science Practitioner.
Completion of claim forms.
Services or supplies related to cosmetic surgery, except as otherwise

stated in this Policy, unless it is required as a result of an *IIlness or*
Injury sustained while covered under this Policy or to correct a functional
defect resulting from a congenital abnormality or developmental anoma­
ly; complications of cosmetic surgery; drugs prescribed for cosmetic
purposes.

Services related to custodial or domiciliary care.
Dental care or treatment, including appliances, except as otherwise

stated in this Policy.
Services or supplies, the primary purpose of which is educational

providing the Covered Person with any of the following: training in the
activities of daily living; instruction in scholastic skills such as reading
and writing; preparation for an occupation; or treatment for learning
disabilities.

Experimental or Investigational treatments, procedures, hospitalizations,
drugs, biological products or medical devices.

Extraction of teeth, except for bony impacted teeth.
Services or supplies for or in connection with:
a. exams to determine the need for (or changes of) eyeglasses or lenses

of any type;
b. eyeglasses or lenses of any type except initial replacements for loss

of the natural lens; or
c. eye surgery such as radial keratotomy, when the primary purpose

is to correct myopia (nearsightedness), hyperopia (farsightedness)
or astigmation (blurring).

Services or supplies provided by one of the following members of the
Employee's family: spouse, child, parent, in-law, brother, sister or
grandparent.
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Care and/or treatment to enhance ferlility using artificial and surgical
drugs and procedures, including, but not limited to, in vitro fertilization,
in vivo fertilization or gamete-intrafallopian-transfer (GIFT); surrogate
motherhood.

Services or supplies related to Hearing aids *and* hearing *[exflmina­
tions or fitting of]' *exflms to determine the need for* hearing aids *or
the need to adjust them*.

Services or supplies related to Herbal medicine.
Care or treatment by means of high dose chematherapy, except as

otherwise stated in this Policy.
Services or supplies related to Hypnotism.
Services or supplies because the Covered Person engaged, or tried

to engage, in an iUegal occupation or committed or tried to commit a
felony.

mness or Injury, including a condition which is the result of disease
or bodily infirmity, which occurred on the job and which is covered or
could have been covered for benefits provided under workers' compensa­
tion, employer's liability, occupational disease or similar law;

Local anesthesia charges billed separately if such charges are included
in the fee for the Surgery.

Membership costs for health clubs, weight loss clinics and similar pro­
grams.

Services and supplies related to Marriage, career or financial counseling,
sex therapy or family therapy, nutritional counseling and related services.

Supplies related to Methadone maintenance.
Any charge identified as a Non-Covered Charge or which are specifically

limited or excluded elsewhere in this Policy, or which are not Medically
Necessary and Appropriate.

Non-prescriptian drugs or supplies, except insulin needles and syringes.
Services provided by a licensed pastoral counselor in the course of his

or her normal duties as a religious.
Personal convenience or comfort items including, but not limited to,

such items as TV's, telephones, first aid kits, exercise equipment, air
conditioners, humidifiers, saunas, hot tubs.

Services or supplies that are not furnished by an eligible Provider.
Services related to Private-Duty Nursing care, except as provided under

the Home Health Care section of this Policy.
The amount of any charge which is greater than a Reasonable and

Customary Charge.
Services or supplies related to rest or convalescent cures.
Room and board charges for a Covered Person in any Facility for any

period of time during which he or she was not physically present ov­
ernight in the Facility.

Except as stated in the Preventive Care section, Routine exflminations
or preventive care, including related x-rays and laboratory tests, except
where a specific Illness or Injury is revealed or where a definite
symptomatic condition is present; pre-marital or similar examinations or
tests not required to diagnose or treat Illness or Injury.

Services or supplies related to Routine Foot Care.
Self-administered services such as: biofeedback, patient-controlled

analgesia on an Outpatient basis, related diagnostic testing, self-care and
self-help training.

Services provided by a social worker, except as otherwise stated in this
Policy.

Services or supplies:
a. eligible for payment under either federal or state programs (except

Medicaid). This provision applies whether or not the Covered
Person asserts his or her rights to obtain this coverage or payment
for these services;

b. for which a charge is not usually made, such as a Practitioner
treating a professional or business associate, or services at a public
health fair;

c. for which a Covered Person would not have been charged if he
or she did not have health care coverage;

d. provided by or in a government Hospital unless the services are
for treatment:

• of a non-service Medical Emergency; or
• by a Veterans' Administration Hospital of a non-service

related Illness or Injury.
Smoking cessation aids of all kinds and the services of stop-smoking

providers.
Stand-by services required by a Provider.
Steriliwtion reversal-services and supplies rendered for reversal of

sterilization.
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Surgery, sex hormones, and related medical, psychological and
psychiatric services to change a Covered Person's sex; services and
supplies arising from complications of sex transformation.

Telephone consulkztions.
Transplants, except as otherwise listed in this Policy.
Transportation; travel.
Vision therapy.
Vitamins and dietary supplements.
Services or supplies received as a result of a war, declared or

undeclared; police actions; services in the armed forces or units auxiliary
thereto; or riots or insurrection.

Weight reduction or contro~ unless there is a diagnosis of morbid obesity;
special foods, food supplements, liquid diets, diet plans or any related
products.

Wigs, toupees, hair transplants, hair weaving or any drug *if such drug
is* used in connection with baldness.

CONTINUATION RIGHTS

COORDINATION AMONG CONTINUING RIGHTS SECTIONS
As used in this section, COBRA means the Consolidated Omnibus

Budget Reconciliation Act of 1985 as enacted, and later amended.
A Covered Person may be eligible to continue his or her group health

benefits under this Policy's COBRA CONTINUATION RIGHTS (CCR)
section and under other continuation sections of this Policy at the same
time.

Continuation Under CCR and NEW JERSEY GROUP CONTINU­
ATION RIGHTS (NIGCR): If a Covered Person is eligible to continue
his or her group health benefits under both this Policy's CCR and
NIGCR sections, he or she may elect to continue under CCR, but cannot
continue under NIGCR.

Continuation Under CCR and any other continuation section of this
Policy:

If a Covered Person elects to continue his or her group health benefits
under both this Policy's CCR and any other continuation sections, the
continuations:

a. start at the same time;
b. run concurrently; and
c. end independently on their own terms.

While covered under more than one continuation section, the Covered
Person:

a. will not be entitled to duplicate benefits; and
b. will not be subject to the premium requirements of more than one

section at the same time.

AN IMPORTANT NOTICE ABOUT CONTINUATION RIGHTS
The following COBRA CONTINUATION RIGHTS section may not

apply to the Employer's *[plan]* *Policy*. The Employee must contact
his or her Employer to find out if:

a. the Employer is subject to the COBRA CONTINUATION RIGHTS
section, *[and therefore]* *in which case*;

b. the section applies to the Employee.

COBRA CONTINUATION RIGHTS

Important Notice
Under this section, "qualified continuee" means any person who, on

the day before any event which would qualify him or her for continuation
under this section, is covered for group health benefits under this Policy
as:

a. an active, covered Employee;
b. the spouse of an active, covered Employee; or
c. the Dependent child of an active, covered Employee. Any person

who becomes covered under this Policy during a continuation
provided by this section is not qualified continuee.

If An Employee's Group Health Benefits Ends
If an Employee's group health benefits end due to his or her termina­

tion of employment or reduction of work hours, he or she may elect
to continue such benefits for up to 18 months, if:

a. he or she was not terminated due to gross misconduct; and
b. he or she is not entitled to Medicare.

The continuation:
a. may cover the Employee and any other qualified continuee; and
b. is subject to the When Continuation Ends section.

INSURANCE

Extra Continuation for Disabled Qualified Continuees
If a qualified continuee is determined to be disabled under Title II

or Title XVI of the *United States* Social Security Act on the date
his or her group health benefits would otherwise end due to the
Employee's termination of employment or reduction of work hours, he
or she may elect to extend his or her 18 month continuation period above
for up to an extra 11 months.

To elect the extra 11 months of continuation, the qualified continuee
must give the Employer written proof of Social Security's determination
of his or her disability before the earlier of:

a. the end of the 18 month continuation period; and
b. 60 days after the date the qualified continuee is determined to

be disabled.
If, during this extra 11 month continuation period, the qualified con­

tinuee is determined to be no longer disabled under the Social Security
Act, he or she must notify the Employer within 30 days of such de­
termination, and continuation will end, as explained in the When Con­
tinuation Ends section.

An additional 50% of the total premium charge also may be required
from the '[Employee]' *qualified continuee* by the Employer during
this extra 11 month continuation period.

If An Employee Dies While Insured
If an Employee dies while insured, any qualified continuee whose

group health benefits would otherwise end may elect to continue such
benefits. The continuation can last for up to 36 months, subject to the
When Continuation Ends section.

If An Employee's Marriage Ends
If an Employee's marriage ends due to legal divorce or legal separa­

tion, any qualified continuee whose group health benefits would
otherwise end may elect to continue such benefits. The continuation can
last for up to 36 months, subject to the When Continuation Ends section.

If A Dependent Loses Eligibility
If a Dependent child's group health benefits end due to his or her

loss of dependent eligibility as defined in this Policy, other than the
Employee's coverage ending, he or she may elect to continue such
benefits. However, such Dependent child must be a qualified continuee.
The continuation can last for up to 36 months, subject to When Continu­
ation Ends.

Concurrent Continuations
If a Dependent elects to continue his or her group health benefits

due to the Employee's termination of employment or reduction of work
hours, the Dependent may elect to extend his or her 18 month continu­
ation period to up to 36 months, if during the 18 month continuation
period, either:

a. the Dependent becomes eligible for 36 months of group health
benefits due to any of the reasons stated above; or

b. the Employee becomes entitled to Medicare.
The 36 month continuation period starts on the date the 18 month

continuation period started, and the two continuation periods will be
deemed to have run concurrently.

The Qualified Continuee's Responsibilities
A person eligible for continuation under this section must notify the

Employer, in writing, of:
a. the legal divorce or legal separation of the Employee from his or

her spouse; or
b. the loss of dependent eligibility, as defined in this Policy, of an

insured Dependent child.
Such notice must be given to the Employer within 60 days of either

of these events.

The Employer's Responsibilities
The Employer must notify the qualified continuee, in writing, of:
a. his right to continue this Policy's group health benefits;
b. the monthly premium he or she must pay to continue such benefits;

and
c. the times and manner in which such monthly payments must be

made.
Such written notice must be given to the qualified continuee within

14 days of:
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a. the date a qualified continuee's group health benefits would
otherwise end due to the Employee's death or the Employee's
termination of employment or reduction of work hour; or

b. the date a qualified continuee notifies the Employer, in writing,
of the Employee's legal divorce or legal separation from his or
her spouse, or the loss of dependent eligibility of an insured
Dependent child.

The Employer's Liability
The Employer will be liable for the qualified continuee's continued

group health benefits to the same extent as, and in place of, [Carrier],
if:

a. the Employer fails to remit a qualified continuee's timely premium
payment to [Carrier] on time, thereby causing the qualified con­
tinuee's continued group health benefits to end; or

b. the Employer fails to notify the qualified continuee of his or her
continuation rights, as described above.

Election of Continuation
To continue his or her group health benefits, the qualified continuee

must give the Employer written notice that he or she elects to continue.
This must be done within 60 days of the date a qualified continuee
receives notice of his or her continuation rights from the Employer as
described above. And the qualified continuee must pay the first month's
premium in a timely manner.

The subsequent premiums must be paid to the Employer, by the
qualified continuee, in advance, at the times and in the manner specified
by the Employer. No further notice of when premiums are due will be
given.

The monthly premium will be the total rate which would have been
charged for the group health benefits had the qualified continuee stayed
insured under this Policy on a regular basis. It includes any amount that
would have been paid by the Employer. Except as explained in the Extra
Continuation for Disabled Qualified Continuees section, an additional
charge of two percent of the total premium charge may also be required
by the Employer.

If the qualified continuee fails to give the Employer notice of his or
her intent to continue, or fails to pay any required premiums in a timely
manner, he or she waives his or her continuation rights.

Grace in Payment of Premiums
A qualified continuee's premium payment is timely if, with respect

to the first payment after the qualified continuee elects to continue, such
payment is made no later than 45 days after such election. In all other
cases, such premium payment is timely if it is made within 31 days of
the specified date.

When Continuation Ends
A qualified continuee's continued group health benefits end on the

first of the following:
a. with respect to continuation upon the Employee's termination of

employment or reduction of work hours, the end of the 18 month
period which starts on the date the group health benefits would
otherwise end;

b. with respect to a disabled qualified continuee who has elected an
additional 11 months of continuation, the earlier of:

• the end of the 29 month period which starts on the date
the group health benefits would otherwise end; or

• the first day of the month which coincides with or next
follows the date which is 30 days after the date on which
a final determination is made that a disabled qualified con­
tinuee is no longer disabled under Title II or Title XVI of
the *United States* Social Security Act.

c. with respect to continuation upon the Employee's death, the
Employee's legal divorce or legal separation, or the end of an
insured Dependent's eligibility, the end of the 36 month period
which starts on the date the group health benefits would otherwise
end;

d. with respect to a Dependent whose continuation is extended due
to the Employee's entitlement to Medicare, the end of the 36
month period which starts on the date the group health benefits
would otherwise end;

e. the date this Policy ends;
f. the end of the period for which the last premium payment is made;

ADOPTIONS

g. the date he or she becomes covered under any other group health
plan which contains no limitation or exclusion with respect to any
Pre-Existing Condition of the qualified continuee;

h. the date he or she becomes entitled to Medicare.
A divorced spouse whose continued health benefits end as described

above may elect to convert some of these benefits to an individual
insurance policy. Read this policy's Conversion Rights for Divorced
Spouses section for details.

NEW JERSEY GROUP CONTINUATION RIGHTS

*[Important Notice
This section applies only to group health benefits. This section does

not apply to any other coverages provided by this Policy.]"

If An Employee's Group Benefits End
If an Employee's health coverage ends due to termination of employ­

ment for a reason other than for cause, or reduction of work hours to
below 25 hours per week, he or she may elect to continue such benefits
for up to 12 months, subject to the When Continuation Ends section.
At the Employee's option, he or she may elect to continue health
coverage for any of his or her then insured Dependents whose coverage
would otherwise end at this time. In order to continue health coverage
for his or her Dependents, the Employee must elect to continue health
coverage for himself or herself.

What The Employee Must Do
To continue his or her health coverage, the Employee must send a

written request to the Employer within 30 days of the date of termination
of employment or reduction of work hours. The Employee must also
pay the first month's premium. The first premium payment must be made
within 30 days of the date the Employee elects continuation.

The subsequent premiums must be paid to the Employer, by the
Employee, in advance, at the times and in the manner [Carrier] specifies.

The monthly premium will be the total rate which would have been
charged for the small group benefits had the Employee stayed insured
under this Policy on a regular basis. It includes any amount that the
Employer would have paid. And an additional charge of 2% of the total
premium may be charged for the continued coverage.

If an Employee fails to give the Employer notice that he or she elects
to continue, or fails to make any premium payment in a timely manner,
he or she waives his or her continuation rights. All premium payments,
except the first, will be considered timely if they are made within 31
days of the specified due dates.

The Continued Coverage
The Employee's continued coverage will be identical to the coverage

he or she had when covered under this Policy on a regular basis. Any
modifications made under this Policy will apply to similarly situated
continuees. [Carrier1does not ask for proof of insurability in order for
an Employee to continue.

When Continuation Ends
A Covered Person's continued health coverage ends on the first of

the following:
a. the date which is 12 months from the date the small group benefits

would otherwise end;
b. the date the Covered Person becomes eligible for Medicare;
c. the end of the period for which the last premium payment is made;
d. the date the Covered Person becomes covered under another

group "[medical]" *health benefits* plan which contains no limita­
tion or exclusion with respect to any Pre-Existing Condition of the
Covered Person;

e. with respect to a Covered Person who becomes covered under
another group "[medical]" *health benefits* plan which contains
a limitation or exclusion with respect to a Pre-Existing Condition
of the Covered Person, the date such limitation or exclusion ends;

f. the date the Employer no longer provides any health benefits plan
for any of the Employer's Employees or their eligible Dependents;
or

g. with respect to a Dependent, the date he or she is no longer an
eligible Dependent as defined in this Policy.
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A TOTALLY DISABLED EMPLOYEE'S RIGHT TO CONTINUE
GROUP HEALTH BENEFITS

If An Employee is Totally Disabled
An Employee who is Totally Disabled and whose group health benefits

end because his or her active employment or membership in an eligible
class ends due to that disability, can elect to continue his or her group
health benefits. But he or she must have been insured by this Policy
for at least three months immediately prior to the date his or her group
health benefits ends. The continuation can cover the Employee, and at
his or her option, his or her then insured Dependents.

How And When To Continue Coverage
To continue group health benefits, the Employee must give the

Employer written notice that he or she elects to continue such benefits.
And he or she must pay the first month's premium. This must be done
within 31 days of the date his or her coverage under this Policy would
otherwise end.

Subsequent premiums must be paid to the Employer monthly, in
advance, at the times and in the manner specified by the Employer. The
monthly premium the Employee must pay will be the total rate charged
for an active Full-Time Employee, insured under this Policy on a regular
basis, on the date each payment is due. It includes any amount which
would have been paid by the Employer.

[Carrier] will consider the Employee's failure to give notice or to pay
any required premium as a waiver of the Employee's continuation rights.

If the Employer fails, after the timely receipt of the Employee'S
payment, to pay [Carrier] on behalf of such Employee, thereby causing
the Employee's coverage to end; then such Employer will be liable for
the Employee'S benefits, to the same extent as, and in place of, [Carrier].

When This Continuation Ends
These continued group health benefits end on the first of the following:
a. the end of the period for which the last payment is made, if the

Employee stops paying.
b. the date the Covered Person becomes employed and eligible or

covered for similar benefits by another group plan, whether it be
an insured or uninsured plan;

c. the date this Policy ends or is amended to end for the class of
Employees to which the Employee belonged; or

d. with respect to a Dependent, the date he or she stops being an
eligible Dependent as defined in this Policy.

AN EMPLOYEE'S RIGHT TO CONTINUE GROUP HEALTH
BENEFITS DURING A FAMILY LEAVE OF ABSENCE

Important Notice
This section may not apply to an Employer's *[plan]* *Policy*. The

Employee must contact his or her Employer to find out if:
e the Employer must allow for a leave of absence under Federal

law *[and, therefore]* *in which case;*
e the section applies to the Employee.

If An Employee's Group Health Coverage Ends
Group health coverage may end for an Employee because he or she

ceases Full-Time work due to an approved leave of absence. Such leave
of absence must have been granted to allow the Employee to care for
a sick family member or after the birth or adoption of a child. If so,
his or her '[medical care]' *group health benefits* insurance will be
continued. Dependents' insurance may also be continued. The Employee
will be required to pay the same share of premium as before the leave
of absence.

When Continuation Ends
Insurance may continue until the earliest of:
a. the date the Employee returns to Full-time work;
b. the end of a total *leave* period of 12 weeks in any 12 month

period; "[or]"
c. the date on which the Employee's coverage would have ended had

the Employee not been on leave*; or*
*d. the end of the period for which the premium has been paid.*

A DEPENDENT'S RIGHT TO CONTINUE GROUP HEALTH
BENEFITS

If an Employee dies, any of his or her Dependents who were insured
under this Policy may elect to continue coverage. Subject to the payment

INSURANCE

of the required premium, coverage may be continued until the earlier
of:

a. 180 days following the date of the Employee's death; or
b. the date the Dependent is no longer eligible under the terms of

this Policy.

CONVERSION RIGHTS FOR DIVORCED SPOUSES

IF AN EMPLOYEE'S MARRIAGE ENDS
If an Employee's marriage ends by legal divorce or annulment, the

group health "[coverage]" *benefits* for his or her former spouse ends.
The former spouse may convert to an individual major medical policy
during the conversion period. The former spouse may insure under his
or her individual policy any of his or her Dependent children who were
insured under this Policy on the date the group health "[coverage]"
*benefits* ends. See exceptions below.

Exceptions
No former spouse may use this conversion right:
'[e unless he or she has been insured under this Policy for at least

3 months;]"
"[e]'*a.* if he or she is eligible for Medicare; or
"[e]'*b.* if it would cause him or her to be overinsured.

This may happen if the spouse is covered or eligible for coverage
providing similar benefits provided by any other plan, insured or not
insured. [Carrier] will determine if overinsurance exists using its stan­
dards for overinsurance.

HOW AND WHEN TO CONVERT
The conversion period means the 31 days after the date group health

"[coverage]' *benefits* ends. The former spouse must apply for the
individual policy in writing and pay the first premium for such policy
during the conversion period. Evidence of insurability will not be re­
quired.

THE CONVERTED POLICY
The individual policy will provide the major medical benefits that

[Carrier] is required to offer in the state where the Employer is located.
The individual policy will take effect on the day after group health

'[coverage]" *benefits* under this Policy ends.
After group health '[coverage]" *benefits* under this Policy ends, the

former spouse and any children covered under the individual policy may
still be paid benefits under this Policy. If so, benefits to be paid under
the individual policy will be reduced by the amount paid under this
Policy.

EFFECT OF INTERACTION WITH A HEALTH MAINTENANCE
ORGANIZATION PLAN

HEALTII MAINTENANCE ORGANIZATION ("HMO") means a
prepaid alternative health care delivery system.

A Policyholder may offer its Employees HMO membership in lieu
of the '[medical care benefits]" *group health benefits insurance*
provided by this Policy. If the Employer does, the following provisions
apply.

IF AN INSURED EMPLOYEE ELECTS HMO MEMBERSHIP

Date *[Medical Care] * *Group Health Benefits* Insurance Ends
Insurance for an Employee and his or her Dependents will end on

the date the Employee becomes an HMO member.

Benefits After *[Medical Care]* *Group Health Benefits* Insurance
Ends

When an Employee becomes an HMO member, the Extended Health
Benefits section of this Policy will not apply to him or her and his or
her Dependents.

Exception:
IF: on the date membership takes effect, the HMO does not provide

benefits due to:
e an HMO waiting period
e an HMO Pre-Existing Conditions limit, or
e a confinement in a Hospital not affiliated with the HMO

AND the HMO provides benefits for total disability when membership
ends
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THEN *[medical care]* *group health* benefits will be paid until the
first of the following occurs:

• 90 days expire from the date membership takes effect
• the HMO's waiting period ends
• the HMO's Pre-Existing Conditions limit expires, or
• hospitalization ends.

IF AN HMO MEMBER ELECTS *[MEDICAL CAREl * *GROUP
HEALTH BENEFITS* INSURANCE PROVIDED BY THIS POLICY

Date Transfer To Such Insurance Takes Effect
Each Employee who is an HMO member may transfer to such in­

surance by written request. If he or she elects to do so, any Dependents
who are HMO members must also be included in such request. The
date such persons are to be insured depends on when and why the
transfer request is made.

request made during an open enrollment period
[Carrier] and the Policyholder will agree when this period will be. If

an Employee requests insurance during this period, he or she and his
or her Dependents will be insured on the date such period ends.

request made because:

• an HMO ends its operations
• Employee moves outside the HMO service area

If an Employee requests insurance because membership ends for these
reasons, the date he or she and his or her Dependents are to be insured
depends on the date the request is made.

If it is made:
• on or before the date membership ends, they will be

insured on the date such membership ends
• within 31 days after the date membership ends, they will

be insured on the date the request is made
• more than 31 days after the date membership ends, the

Employee and his or her Dependents will be Late
Enrollees.

request made because an HMO becomes insolvent
If an Employee requests insurance because membership ends for this

reason, the date he or she and his or her Dependents are to be insured
depends on the date the request is made.

If it is made:
• within 31 days after the date membership ends, they will

be insured on the date the request is made
• more than 31 days after the date membership ends, the

Employee and his or her Dependents will be Late
Enrollees.

request made at any other time
An Employee may request insurance at any time other than that

described above. In this case, he or she and his or her Dependents will
be Late Enrollees.

Other Provisions Affected By A Transfer
If a person makes a transfer, the following provisions, if required by

this Policy for such insurance, will not apply on the transfer date:
• an Actively at Work requirement
• non-confinement, or similar requirement
• a waiting period, or
• Pre-Existing Conditions provisions.

Charges not covered
Charges incurred before a person becomes insured will *[not]* be

considered Non-Covered Charges.

Maximum benefit
The total amount of benefits to be paid for each person will be the

maximum benefit specified in this policy, regardless of any interruption
in such person's insurance under this Policy.

Right to change premium rates
[Carrier] has the right to change premium rates when, in its opinion,

its liability under this Policy is changed by interaction with an HMO
plan.

ADOPTIONS

COORDINATION OF BENEFITS

*[lmportant Notice
This provision applies to all health expense benefits under this Policy.

It does not apply to death, dismemberment, or loss of income benefits.]*

Purpose Of This Provision
"[An Employee]* *A Covered Person* may be covered for health

*[expense]" benefits by more than one plan. For instance, he or she
may be covered by this Policy as an Employee and by another plan as
a Dependent of his or her spouse. If he or she is, the provision allows
[Carrier] to coordinate what [Carrier] pays with what another plan pays.
[Carrier] does this so the Covered Person does not collect more in
benefits than he or she incurs in charges.

DEFINITIONS
"Plan" means any of the following that provide health expenses or

services:
a. group or blanket insurance plans;
b. group hospital or surgical plans, or other service or prepayment

plans on a group basis;
c. union welfare plans, Employer plan, Employee benefits plans,

trusteed labor and management plans, or other plans for members
of a group;

d. programs or coverages required by law;
ore. group or group-type hospital indemnity benefits which exceed

$150.00 per day.
"Plan" does not include:
a. Medicaid or any other government program or coverage which

[Carrier] is not allowed to coordinate with by law;
b. school accident type coverages written on either a blanket, group,

or franchise basis;
c. group or group-type hospital indemnity benefits of $150.00 per day

or less; and]*
d. any plan [Carrier] says [Carrier] supplements, as named in the

Schedule.
"This plan" means the part of [Carriers] group plan subject to this

provision.
"Member" means the person who receives a certificate or other proof

of coverage from a plan that covers him or her for health expense
benefits.

"Dependent" means a person who is covered by a plan for health
expense benefits, but not as a member.

"Allowable expense" means any necessary, reasonable, and usual item
of expense for health care incurred by a member or Dependent under
either this plan or any other plan. When a plan provides service instead
of cash payment, [Carrier] views the reasonable cash value of each service
as an allowable expense and as a benefit paid. [Carrier] also views items
of expense covered by another plan as an allowable expense, whether
or not a claim is filed under that plan.

The amount of reduction in benefits resulting from a member's or
Dependent's failure to comply with provisions of a primary plan is not
considered an allowable expense if such reduction in benefits is less than
or equal to the reduction that would have been made under the terms
of this Plan if this Plan had been primary. Examples of such provisions
are those related to second surgical opinions, precertification of ad­
missions or services, and preferred provider arrangements. This does not
apply where a primary plan is a health maintenance organization (HMO)
and the member or Dependent elects to have health services provide
outside the HMO. A primary plan is described below.

"Claim determination period" means a Calendar Year in which a
member or Dependent is covered by this plan and at least one other
plan and incurs one or more allowable expense under such plans.

How This Provision Works
[Carrier] applies provision when a member or Dependent is covered

by more than one plan. When this happens [Carrier] will consider each
plan separately when coordinating payments.

In order to apply this provision, one of the plans is called the primary
plan. All other plans are called secondary plans. The primary plan pays
first, ignoring all other plans. The secondary plans then pay the remaining
unpaid allowable expenses, but no plan pays more than it would have
without this provision.

If a plan has no coordination provision, it is primary. But, during any
claim determination period, when this plan and at least one other plan

(CITE 25 NJ.R. 5314) NEW JERSEY REGISTER, MONDAY, NOVEMBER 15, 1993

You're viewing an archived copy from the New Jersey State Library.



ADOPTIONS

have coordination provisions, the rules that govern which plan pays first
are as follows:

a. A plan that covers a person as a member pays first; the plan that
covers a person as a Dependent pays second.

b. A plan that covers a person as an active Employee or as a
Dependent of such Employee pays first. A plan that covers a
person as a laid-off or retired Employee or as a Dependent of
such Employee pays second.

But, if the plan that [Carrier] is coordinating with does not have a
similar provision for such persons, then b. will not apply.

c. Except for Dependent children of separated or divorce parents,
the following governs which plan pay*s* first when the person is
a Dependent of a member:

A plan that covers a Dependent of a member whose birthday falls
earliest in the Calendar Vear pays first. The plan that covers a Depen­
dent of a member whose birthday falls later in the Calendar Vear pays
second. The member's year of birth is ignored.

But, if the plan that [Carrier] is coordinating with does not have a
similar provision for such persons, then c. will not apply and the other
plan's coordination provision will determine the order of benefits.

d. For a Dependent child of separated or divorced parents, the
following governs which plan pays first when the person is a
Dependent of a member.

• When a court order makes one parent financially responsible for
the health care expenses of the Dependent child, then that parent's
plan pays first.

• If there is no such court order, then the plan of the natural parent
with custody pays before the plan of the stepparent with custody;
and

• The plan of the stepparent with custody pays before the plan of
the natural parent without custody.

If rules a, b, c and d do not determine which plan pays first, the plan
that has covered the person for the longer time pays first.

If, when [Carrier] applies this provision, [Carrier] pay less than [Car­
rier] would otherwise pay, [Carrier] apply only that reduced amount
against payment limits of this plan.

[Carrier's] Right To Certain Information
In order to coordinate benefits, [Carrier] needs certain information.

An Employee must supply [Carrier] with as much of that information
as he or she can. But if he or she cannot give [Carrier] all the information
[Carrier] needs, [Carrier] has the right to get this information from any
source. And if another insurer needs information to apply its coordi­
nation provision, [Carrier] has the right to give that insurer such informa­
tion. If [Carrier] gives or get information under this section [Carrier]
cannot be held liable for such action.

When payment that should have been made by this plan have been
made by another plan, [Carrier] has the right to repay that plan. If
[Carrier] does so, [Carrier] is no longer liable for that amount. And if
[Carrier] pays out more than [Carrier] should have, [Carrier] has the
right to recover the excess payment.

Small Claims Waiver
[Carrier] does not coordinate payments on claims of less than $50.00.

But if, during any claim determination period, more allowable expenses
are incurred that raise the claim above $50.00 [Carrier] will count the
entire amount of the claim when [Carrier] coordinates.

BENEFITS FOR AUTOMOBILE RELATED INJURIES
This section will be used to determine a person's benefits under this

Policy when expenses are incurred as a result of an automobile related
injury.

Definitions
"Automobile Related Injury" means bodily injury sustained by a Cov­

ered Person as a result of an accident.
a. while occupying, entering, leaving or using an automobile; or
b. as a pedestrian;

caused by an automobile or by an object propelled by or from an
automobile.

"Allowable Expense" means a medically necessary, reasonable and
customary item of expense covered at least in part as an eligible expense
by:

a. this Policy;
b. PIP; or
c. OSAIC.

INSURANCE

"Eligible Expense" means that portion of expense incurred for treat­
ment of an Injury which is covered under this Policy without applicaiton
of Cash Deductibles and Co-Payments, if any or Co-Insurance.

"Out-of-State Automobile Insurance Coverage" or "OSAIC" means
any coverage for medical expenses under an automobile insurance policy
other than PIP. OSAIC includes automobile insurance policies issued
in another state or jurisdiction.

"PIP" means personal injury protection coverage provided as part of
an automobile insurance policy issued in New Jersey. PIP refers
specifically to provisions for medical expense coverage.

Determination of primary or secondary coverage.
This Policy provides secondary coverage to PIP unless health coverage

has been elected as primary coverage by or for the Covered Person under
this Policy. This election is made by the named insured under a PIP
policy. Such election affects that person's family members who are not
themselves named insureds under another automobile policy. This Policy
may be primary for One Covered Person, but not for another if the
person has separate automobile policies and have made different selec­
tions regarding primacy of health coverage.

This Policy is secondary to OSAIC, unless the OSAIC contains
provisions which make it secondary or excess to the policyholder's plan.
In that case this Policy will be primary.

If there is a dispute as to which policy is primary, this Policy will pay
benefits as if it were primary.

Benefits this Policy will pay if it is primary to PIP or OSAIC.
If this Policy is primary to PIP or OSAIC it will pay benefits for eligible

expenses in accordance with its terms.
The rules of the COORDINATION OF BENEFITS section of this

Policy will apply if:
• the Covered Person is insured under more than one insurance

plan; and
• such insurance plans are primary to automobile insurance cov­

erage.

Benefits this Policy will pay if it is secondary to PIP or OSAIC.
If this Policy is secondary to PIP or OSAIC the actual benefits payable

will be the lesser of:
a. the allowable expenses left uncovered after PIP or OSAIC has

provided coverage after applying Cash Deductibles and CO-Pay­
ments, or

b. the benefits that would have been paid if this Policy had been
primary.

Medicare
If this Policy supplements coverage under Medicare it can be primary

to automobile insurance only to the extent that Medicare is primary to
automobile insurance.

'[HOW THIS POLICY INTERACTS WITH] * MEDICARE *AS SECON­
DARY PAYOR*

IMPORTANT NOTICE
*[The following section may not apply to the Employer's plan. The

Employee must contact his or her Employer to find out if:
• the Employer is subject to the How This Plan Interacts with

Medicare section and therefore;
• the section applies to the Employee]'

*The following sections regarding Medicare may not apply to the
Employer's Policy. The Employee must contact his or her Employer to
find out if the Employer is subject to Medicare as Secondary Payor rules.

If the Employer is subject to such rules, this Medicare as Secondary
Payor section applies to the Employee.

If the Employer is NOT subject to such rules, this Medicare as
Secondary Payor section does not apply to the Employee, in which case,
Medicare will be the primary health plan and this Policy will be the
secondary health plan for Covered Persons who are eligible for
Medicare.*

The following provisions explain how this '[plan's]' *Policy's* group
health benefits interact with the benefits available under Medicare *as
Secondary Payor rules*. A Covered Person may be eligible for Medicare
by reason of age, disability, or End Stage Renal Disease. Different rules
apply to each type of Medicare eligibility, as '[shown]' *explained*
below.
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With respect to the following provisions:
a. "Medicare" when used above, means Part A and B of the health

care program for the aged and disabled provided by Title XVII
of the *United States* Social Security Act, as amended from time
to time.

b. A Covered Person is considered to be eligible for Medicare by
reason of age from the first day of the month during which he
or she reaches age 65. However, if the Covered Person is born
on the first day of a month, he or she is considered to be eligible
for Medicare from the first day of the month which is immediately
prior to his or her 65th birthday.

c. A "primary" health plan pays benefits for a Covered Person's
Covered Charge first, ignoring what the Covered Person's "secon­
dary" plan pays. A "secondary" health plan then pays the remain­
ing unpaid allowable expenses. See the Coordination of Benefits
section for a definition of "allowable expense".

[d. "We" means Carrier]

MEDICARE ELIGIBILITY BY REASON OF AGE

Applicability
This section applies to an Employee or his or her insured spouse who

is eligible for Medicare by reason of age.
Under this section, such an Employee or insured spouse is referred

to as a "Medicare eligible."
This section does not apply to:
a. a Covered Person, other than an Employee or insured spouse
b. an Employee or insured spouse who is under age 65, or
c. a Covered Person who is eligible for Medicare solely on the basis

of End Stage Renal Disease.

When An Employee or Insured Spouse Becomes Eligible For Medicare
When an Employee or insured spouse becomes eligible for Medicare

by reason of age, he or she must choose one of the two options below.
Option A-The Medicare eligible may choose this Policy as his or

her primary health plan. If he or she does, Medicare will be his or her
secondary health plan. See the When This Policy is Primary section
below, for details.

Option B-The Medicare eligible may choose Medicare as his or her
primary health plan. If he or she does, group health benefits under this
Policy will end. See the When Medicare is Primary section below, for
details.

If the Medicare eligible fails to choose either option when he or she
becomes eligible for Medicare by reason of age, [Carrier] will pay benefits
as if he or she had chosen Option (A).

When this Policy is primary
When a Medicare eligible chooses this Policy as his or her primary

health plan, if he or she incurs a Covered Charge for which benefits
are payable under both this Policy and Medicare, this Policy is considered
primary. This Policy pays first, ignoring Medicare. Medicare is considered
the secondary plan.

When Medicare is primary
If a Medicare eligible chooses Medicare as his or her primary health

plan, he or she will no longer be covered for such benefits by this Policy.
Coverage under this Policy will end on the date the Medicare eligible
elects Medicare as his or her primary health plan.

A Medicare eligible who elects Medicare as his or her primary health
plan, may later change such election, and choose this Policy as his or
her primary health plan.

MEDICARE ELIGmILITY BY REASON OF DISABILITY

Applicability
This section applies to a Covered Person who is:
a. under age 65; and
b. eligible for Medicare by reason of "[End Stage Renal Disease]"

*disability*.
Under this section, such Covered Person is referred to as a "disabled

Medicare eligible".
This section does not apply to:
a. a Covered Person who is eligible for Medicare by reason of age;

or
b. a Covered Person who is eligible for Medicare solely on the basis

of End Stage Renal Disease.

ADOPTIONS

When A Covered Person Becomes Eligible For Medicare
When a Covered Person becomes eligible for Medicare by reason of

disability, *Medicare is the primary plan.* "[this]" *This* Policy "[sup­
plements the benefit provided by Medicare]" -is the secondary
plan*.

"[If the disabled Medicare incurs a Covered Charge for which benefits
are payable under both this Policy and Medicare, [Carrier] subtracts what
Medicare pays from what [Carrier] normally pays.]"

If a Covered Person is eligible for Medicare by reason of disability,
he or she must be covered by both Parts A and B. If he or she is not,
he or she must meet the Medicare Alternate Deductible shown in the
Schedule.

MEDICARE ELIGIBILITY BY REASON OF END STAGE RENAL
DISEASE

Applicability
This section applies to a Covered Person who is eligible for Medicare

"[solely]" on the basis of End Stage Renal Disease (ESRD).
Under this section, such Covered Person is referred to as a "ESRD

Medicare eligible".
This section does not apply to a Covered Person who is eligible for

Medicare by reason of disability.

When A Covered Person Becomes Eligible For Medicare Due to ESRD
When a Covered Person becomes eligible for Medicare solely on the

basis of ESRD, for a period of up to 18 consecutive months, if he or
she incurs a charge for the treatment of ESRD for which benefits are
payable under both this Policy and Medicare, this Policy is considered
primary. This Policy pays first, ignoring Medicare. Medicare is considered
the secondary plan.

This 18 month period begins on the earlier of:
a. the first day of the month during which a regular course of renal

dialysis starts; and
b. with respect to a ESRD Medicare eligible who receives a kidney

transplant, the first day of the month during which such Covered
Person becomes eligible for Medicare.

After the 18 month period described above ends, if an ESRD Medicare
eligible incurs a charge for which benefits are payable under both this
Policy and Medicare, "[[Carrier] supplements what]" Medicare "[pays]"
*is the primary plan. This Policy is the secondary plan*. "[[Carrier]
subtracts what Medicare pays from what [Carrier] normally pays.]" If
a Covered Person is eligible for Medicare "[solely]" on the basis of
ESRD, he or she must be covered by both Parts A and B. If he or
she is not, he or she must meet the Medicare Alternate Deductible shown
in the Schedule.

RIGHT TO RECOVERY-THIRD PARTY LIABILITY

As used in this section:
"Covered Person" means an Employee or Dependent, including the

legal representative of a minor or incompetent, insured by this Policy.
"Reasonable pro-rata Expenses" are those costs such as lawyers fees

and court costs, incurred to effect a third party payment, expressed as
a percentage of such payment.

"Third Party" means anyone other than [Carrier], the Employer or
the Covered Person.

If a Covered Person makes a claim to [Carrier] for benefits under
this Policy prior to receiving payment from a third party or its insurer,
the Covered Person must agree, in writing, to repay [Carrier] from any
amount of money they receive from the third party, or its insurer for
an Illness or Injury.

[Carrier] shall require the return of health benefits paid for an Illness
or Injury, up to the amount a Covered Person receives for that Illness
or Injury through:

a. a third party settlement;
b. a satisfied judgment; or
c. other means.

[Carrier] will only require such payment when the amounts received
through such settlement, judgment or otherwise, are specifically iden­
tified as amounts paid for health benefits for which [Carrier] has paid
benefits.

The repayment will be equal to the amount of benefits paid by
[Carrier]. However, the Covered Person may deduct the reasonable pro­
rata expenses, incurred in effecting the third party payment from the
repayment to [Carrier].
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EXHIBIT G

no event shall such extension exceed a period of 90 days from
the end of such initial period. The extension notice shall indicate
the special circumstances requiring an extension of time and the
date by which [Carrier] expects to render the final decision.

c. If a claim is denied, [Carrier] will provide the Plan Administrator,
for delivery to the claimant, a notice that will set forth:

• the specific reason(s) the claim is denied;
• specific references to the pertinent plan provision on which

the denial is based;
• a description of any additional material or information

needed to make the claim valid, and an explanation of why
the material or information is needed;

• and explanation of the plan's claim review procedure.
A claimant must file a request review of a denied claim within 60

days after receipt of written notification of denial of a claim.
d. [Carrier] will notify the claimant of its decision within 60 days of

receipt of the request for review. If special circumstances require
an extension of time for processing. [Carrier] will render a decision
as soon as possible, but no later than 120 days after receiving the
request. [Carrier] will notify the claimant about the extension.

The above procedures are required under the provisions of ERISA.

HMO PLAN

[Carrier]

SMALL GROUP HEALTH MAINTENANCE ORGANIZATION
CONTRACT

CONTRACT HOLDER: [ABC Company]

GROUP CONTRACT NUMBER
[G-12345]

GOVERNING JURISDICTION
NEW JERSEY

EFFECTIVE DATE OF CONTRACT
[January 1, 1994]

CONTRACT ANNIVERSARIES: [January 1st of each year, beginning in
1995.]

PREMIUM DUE DATES: [Effective Date, and the first day of the month
beginning with February, 1994.]

AFFILIATED COMPANIES: [DEF Company]

[Carrier], in consideration of the application for this Contract and of
the payment of premiums as stated herein, agrees to arrange [or provide]
services *and supplies* in accordance with and subject to the terms of
this Contract. This Contract is delivered in the jurisdiction specified
above and is governed by the laws thereof.

The provisions set forth on the following pages constitute this Contract.
The Effective Date is specified above.
This Contract takes effect on the Effective Date, if it is duly attested

below. It continues as long as the required premiums are paid, unless
it ends as described in its General Provisions.

[Secretary President]
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The repayment agreement will be binding upon the Covered Person
whether:

a. the payment received from the third party, or its insurer, is the
result of a legal judgment, an arbitration award, a compromise
settlement, or any other arrangement, or

b. the third party, or its insurer, has admitted liability for the payment.
[Carrier] will not pay any benefits under this Policy to or on behalf

of a Covered Person, who has received payment in whole or in part
from a third party, or its insurer for past or future charges for an Illness
or Injury, resulting from the negligence, intentional act, or no-fault tort
liability of a third party.

STATEMENT OF ERISA RIGHTS

As a participant, an Employee is entitled to certain rights and protec­
tion under the Employee Retirement Income Security Act of 1974
(ERISA). ERISA provides that all plan participants shall be entitled to:

a. Examine, with charge, all plan documents, including insurance
contracts, collective bargaining agreements and copies of all docu­
ments filed by the plan with the U.S. Department of Labor, such
as detailed annual reports and plan descriptions. The document
may be examined at the Plan Administrator's office and at other
specified locations such as worksites and union halls.

b. Obtain copies of all plan documents and other plan information
upon written request to the Plan Administrator, who may make
a reasonable charge for the copies.

c. Receive a summary of the plan's annual financial report from the
Plan Administrator (if such a report is required).

In addition to creating rights for plan participants, ERISA imposes
duties upon the people called "Fiduciaries", who are responsible for the
operation of the Employee benefits plan. They have a duty to operate
the plan prudently and in the interest of plan participants and
beneficiaries. An Employer may not fire the Employee or otherwise
discriminate against him or her in any way to prevent him or her from
obtaining a welfare benefit or exercising his or her rights under ERISA.
If an Employees' claim for welfare benefits is denied in whole or in
part, he or she must receive a written explanation of the reason for the
denial. The Employee has the right to have his or her claim reviewed
and reconsidered.

Under ERISA, there are steps an Employee can take to enforce the
above rights. For instance, the Employee may file suit in a federal court
if he or she requests materials from the plan and does not receive them
within 30 days. The court may require the Plan Administrator to provide
the materials and pay the Employee, up to $100.00 a day until he or
she receives them (unless the materials were not sent because of reasons
beyond the administrator's control). If his or her claim for benefit is
denied in whole or in part, or ignored, he or she may file suit in a state
or federal court. If plan fiduciaries misuse the plan's money, or dis­
criminate against him or her for asserting his or her rights, he or she
may seek assistance from the U.S. Department of Labor, or file suit
in a federal court. If he or she is successful, the court may order the
person the Employee has sued to pay court costs and legal fees. If he
or she loses, the court may order him or her to pay, for example, if
it finds his or her claim is frivolous. If the Employee has any question
about his or her plan, he or she should contact the Plan Administrator.
If he or she has any questions about this statement or about his or her
rights under ERISA he or she should contact the nearest Area Office
of the U.S. Labor-Management Services Administration, Department of
Labor.

CLAIMS PROCEDURE
Claim forms and instructions for filing claims may be obtained from

the Plan Administrator. Completed claim forms and any other required
material should be returned to the Plan Administrator for submission
to [Carrier].

[Carrier] is the Claims Fiduciary with discretionary authority to de­
termine eligibility for benefits and to construe the terms of the plan with
respect to claims.

In addition to the basic claim procedure explained in the Employee's
certificate, [Carrier] will also observe the procedures listed below. All
notifications from [Carrier] will be in writing.

a. If a claim is wholly or partially denied, the claimant will be notified
of the decision within 45 days after [Carrier] received the claim.

b. If special circumstances require an extension of time for processing
the claim, written notice of the extension shall be furnished to the
claimant prior to the termination of the initial 90-day period. In
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I. SCHEDULE OF PREMIUM RATES

[The monthly premium rates, in U.S. dollars, for the coverage provided
under this Contract are:
Subscriber Only................................................................................. $
Subscriber and Spouse..................................................................... $
Subscriber and Child(ren) $
Subscriber and Family..................................................................... $

(including Subscriber, spouse and one or more eligible dependents)]

We have the right to change any Premium rate set forth above at the
times and in the manner established by the provision of this Contract
entitled "Contract Holder General Provisions."

II. SCHEDULE OF SERVICES *[& BENEFITS]*

*[BENEFITS FOR COVERED]* *THE* SERVICES OR SUPPLIES
*COVERED* UNDER THIS CONTRACT ARE SUBJECT TO ALL
COPAYMENTS [AND COINSURANCE] AND ARE DETERMINED
PER CALENDAR YEAR PER MEMBER, UNLESS OTHERWISE
STATED. MAXIMUMS ONLY APPLY TO THE SPECIFIC SERVICES
PROVIDED.

[*SERVICES_* COPAYMENTS *[/COINSURANCEj*:
HOSPITAL SERVICES:

INPATIENT
$150 Copayment/day for a maximum of 5 days/admission.
Maximum Copayment $1,500/Calendar Year. Unlimited days.

OUTPATIENT
$15 Copayment/visit

DOCTOR SERVICES *RECEIVED AT A HOSPITAL*:
INPATIENT

None
OUTPATIENT

$15 Copayment/visit; no Copayment if any other Copayment
applies.

EMERGENCY ROOM
$50 Copayment/visitlMember (credited toward Inpatient Ad­
mission if Admission occurs within 24 hours as a result of the
same or related illness or Injury for which the person visited
the Emergency Room)

OUTPATIENT SURGERY
$15 Copayment/visit.

HOME HEALTH CARE
Unlimited days, if preapproved.

HOSPICE *[CHARGES]* *SERVICES*
Unlimited days, if preapproved.

MATERNITY (PRE-NATAL CARE)
$25 Copayment for initial visit only.

MENTAL NERVOUS CONDmONS AND SUBSTANCE ABUSE:
OUTPATIENT

$15 Copayment/visit; maximum 20 visits/Calendar Year.
INPATIENT

$150 Copayment/day for a maximum of 5 days per admission.
Maximum Copayment $1,500/Calendar Year.
Maximum of 30 days inpatient care/Calendar Year. One Inpa­
tient day may be exchanged for two Outpatient visits.

PODIATRIC
$15 Copayment/visit (excludes Routine Foot Carc).

PRE·ADMISSION TESTING
$15 Copayment/visit.

PRESCRIPTION DRUG
50% Coinsurance [May be substituted by Carrier with $15
Copayment.]

PRIMARY CARE PHYSICIAN [OR CARE MANAGER] SERVICES
$15 Copayment/visit.

PRIMARY CARE SERVICES
$15 Copayment/visit.

ADOPTIONS

*REHABILITATION SERVICES
Subject to the Inpatient Hospital Services Copayment above.
The Copayment does not apply if Admission is immediately
preceeded by a Hospital Inpatient Stay.*

SECOND SURGICAL OPINION
$15 Copayment/visit.

SPECIALIST SERVICES
$15 Copayment/visit.

SKILLED NURSING CENTER
Unlimited days, if preapproved.

THERAPY SERVICES
$15 Copayment/visit.

*[X-RAY & LAB]* *DIAGNOSTIC SERVICES* (OUTPATIENT)
$15 Copayment/visit.

NOTE: NO *[BENEFITSj* *SERVICES OR SUPPLIES* WILL BE
PROVIDED IF A MEMBER FAILS TO OBTAIN PRE·
AUTHORIZATION OF CARE THROUGH HIS OR HER PRIMARY
CARE PHYSICIAN. READ THE GENERAL PROVISIONS CAREFUL­
LY BEFORE OBTAINING MEDICAL CARE, SERVICES OR SUP­
PLIES.
REFER TO THE SECTION OF THIS CONTRACT CALLED "NON­
COVERED SERVICES AND SUPPLIES" TO SEE WHAT *THE*
SERVICES AND SUPPLIES ARE *FOR WHICH A MEMBER IS* NOT
ELIGffiLE *[FOR BENEFITS]*.

III. DEFINITIONS
The words shown below have specific meanings when used in this

Contract. Please read these definitions carefully. Throughout the Con­
tract, these defined terms appear with their initial letters capitalized.
They will help Members understand what services are provided.
[ACTIVELY AT WORK or ACTIVE WORK. Performing, doing,
participating or similarly functioning in a manner usual for the task for
full pay, at the Employer's place of business, or at any other place that
the Employer's business requires the Employee to go.]
ALCOHOL ABUSE. Abuse of or addiction of alcohol.
AMBULANCE. A certified transportation vehicle for transporting III or
Injured people that contains all life-saving equipment and staff as re­
quired by applicable state and local law.
ANNIVERSARY DATE. The date which is one year from the Effective
Date of this Contract and each succeeding yearly date thereafter.
AFFILIATED COMPANY. A corporation or other business entity af­
filiated with the Contract Holder through common ownership of stock
or assets.
BOARD. The Board of Directors of the New Jersey Small Employer
Health Program.
CALENDAR YEAR. Each successive twelve-month period starting on
January 1 and ending on December 31.
[CARE MANAGER. An entity designated by Us to manage, assess,
coordinate, direct and authorize the appropriate level of health care
treatment.]
[COINSURANCE. The percentage of Covered Services or Supplies that
must be paid by a Member. Coinsurance does not include Copayments.]
CONTRACT. This contract, including the application and any riders,
amendments or endorsements, between the Employer and [Carrier].
CONTRACT HOLDER. Employer or organization which purchased this
Contract.
COPAYMENT. A specified dollar amount which Member must pay for
certain Covered Services or Supplies.
COVERED SERVICES OR SUPPLIES. The types of services and sup­
plies described in the "Covered Services and Supplies" section of this
Contract.

Read the entire Contract to find out what We limit or exclude.
CUSTODIAL CARE. Any service or supply, including room and board,
which:

a. is furnished mainly to help Member meet Member's routine daily
needs; or

b. can be furnished by someone who has no professional health care
training or skills.
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DEPENDENT.
An Employee's:
a. legal spouse;
b. unmarried Dependent child who is under age 19; and
c. '[his or her]' unmarried Dependent child from age 19 until his

or her 23rd birthday, who is enrolled as a full-time student at an
accredited school. 'We can require periodic proof of a Dependent
child's status as a full-time student.-

Under certain circumstances, an incapacitated child is also a Depen­
dent. See the Eligibility section of this Contract.

An Employee's "unmarried Dependent child" includes his or her
legally adopted child, his or her step-child if such step child depends
on the Employee for most of his or her support and maintenance and
children under a court appointed guardianship. We treat a child as legally
adopted from the time the child is placed in the home for purpose of
adoption. We treat such a child this way whether or not a final adoption
order is ever issued.

A Dependent is not a person who is on active duty in any armed
force.

A Dependent is not a person who is insured by this Contract as an
Employee.

At Our discretion, We can require proof that a person meets the
definition of a Dependent.
'DEPENDENT'S ELIGIBILITY DATE.

The later of:
a. the Employee's Eligibility Date; or
b. the date the person first becomes a Dependent.­

DIAGNOSTIC SERVICES. Procedures ordered by a recognized Provider
because of specific symptoms to diagnose a specific condition or disease.
Some examples include, but are not limited to:

a. radiology, ultrasound, and nuclear medicine;
b. laboratory and pathology; and
c. EKG's, EEG's, and other electronic diagnostic tests.

DISCRETION. Our sole right to make a decision or determination.
DURABLE MEDICAL EQUIPMENT. Equipment We Determine to be:

a. designed and able to withstand repeated use;
b. used primarily and customarily for a medical purpose;
c. is generally not useful to a Member in the absence of an Illness

or Injury; and
d. suitable for use in the home.

Durable Medical Equipment includes, but is not limited to, apnea
monitors, breathing equipment, hospital-type beds, walkers, and wheel­
chairs.

Among other things, Durable Medical Equipment does not include:
adjustments made to vehicles, air conditioners, air purifiers, humidifiers,
dehumidifiers, elevators, ramps, stair glides, Emergency Alert equipment,
handrails, heat appliances, improvements made to a Member's home or
place of business, waterbeds, whirlpool baths, exercise and massage
equipment.
EFFECTIVE DATE. The date on which coverage begins under this
Contract for the Employer, '[to]' -or- the date coverage begins under
this Contract for a Member, as the context in which the term is used
suggests.
EMPLOYEE. A Full-Time Employee (25 hours per week) of the
Employer. Partners, Proprietors, and independent contractors will be
treated like Employees, if they meet all of this Contract's conditions of
eligibility.
-EMPLOYEE'S ELIGIBILITY DATE.
a. the date of employment; or
b. the day after any applicable waiting period ends.-
EMPLOYER. [ABC Company].
EXPERIMENTAL or INVESTIGATIONAL.

Services or supplies which We Determine are:
a. not of proven benefit for the particular diagnosis or treatment of

a Member's particular condition; or
b. not generally recognized by the medical community as effective

or appropriate for the particular diagnosis or treatment of a
Member's particular condition; or

c. provided or performed in special settings for research purposes
or under a controlled environment or clinical protocol.

Unless otherwise required by law with respect to drugs which have
been prescribed for the treatment of a type of cancer for which the drug
has not been approved by the United States Food and Drug Adminis-
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tration (FDA), We will not cover any services or supplies, including
treatment, procedures, drugs, biological products or medical devices or
any hospitalizations in connection with Experimental or Investigational
services or supplies.

We will also not cover any technology or any hospitalization in connec­
tion with such technology if such technology is obsolete or ineffective
and is not used generally by the medical community for the particular
diagnosis or treatment of a Member's particular condition.

Governmental approval of a technology is not necessarily sufficient
to render it of proven benefit or appropriate or effective for a particular
diagnosis or treatment of a Member's particular condition.

We will apply the following five criteria in Determining whether
services or supplies are Experimental or Investigational:

1. any medical device, drug, or biological product must have received
final approval to market by the United States Food and Drug
Administration for the particular diagnosis or condition. Any other
approval granted as an interim step in the FDA regulatory process,
e.g., an Investigational Device Exemption or an Investigational
New Drug Exemption, is not sufficient. Once FDA approval has
been granted for a particular diagnosis or condition, use of the
medical device, drug or biological product for another diagnosis
or condition '[may require that any or all of the five criteria be
met]';

2. conclusive evidence from the published peer-reviewed medical
literature must exist that the technology has a definite positive
effect on health outcomes; such evidence must include well-de­
signed investigations that have been reproduced by nonaffiliated
authoritative sources, with measurable results, backed up by the
positive endorsements of national medical bodies or panels regard­
ing scientific efficacy and rationale;

3. demonstrated evidence as reflected in the published peer-reviewed
medical literature must exist that over time the technology leads
to improvement in health outcomes, i.e., the beneficial effects
outweigh any harmful effects;

4. proof as reflected in the published peer-reviewed medical literature
must exist that the technology is at least as effective in improving
health outcomes as established technology, or is usable in ap­
propriate clinical contexts in which established technology is not
employable; and

5. proof as reflected in the published peer-reviewed medical literature
must exist that improvements in health outcomes, as defined in
paragraph 3, is possible in standard conditions of medical practice,
outside clinical investigatory settings.

FULL-TIME. A normal work week of 25 or more hours. Work must
be at the Employer's regular place of business or at another place to
which an Employee must travel to perform his or her regular duties for
his or her full and normal work hours.
'[[GENERIC DRUG. An equivalent prescription drug containing the
same active ingredients as a brand name prescription drug but costing
less. The equivalent must be identical in strength and form as required
by the FDA.]]*
GOVERNMENT HOSPITAL A Hospital operated by a government or
any of its subdivisions or agencies, including, but not limited to, a
Federal, military, state, county or city Hospital.
-[HEALTH CARE CENTER OR HEALTH CENTER. A place operated
by or on behalf of an HMO where [Network] [Participating] Providers
provide Covered Services and Supplies to Members.]-
HOME HEALTH AGENCY. A Provider which '[mainly]' provides
Skilled Nursing Care for III or Injured people in their home under a
home health care program designed to eliminate Hospital stays. It must
be licensed by the state in which it operates, or it must be certified to
participate in Medicare as a Home Health Agency.
HOSPICE. A '[facility]' -Provider- which '[mainly]' provides palliative
and supportive care for Terminally III or Injured people who are termi­
nally injured. It must carry out its stated purpose under all relevant state
and local laws, and it must either:

a. be approved for its stated purpose by Medicare; or
b. be accredited for its stated purpose by either the Joint Commission

or the National Hospice Organization.
HOSPITAL. A facility which mainly provides Inpatient care for III or
Injured people. It must carry out its stated purpose under all relevant
state and local laws, and it must either:

a. be accredited as a hospital by the Joint Commission, or
b. be approved as a Hospital by Medicare.
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Among other things, a Hospital is not a convalescent, rest or nursing
home or facility, or a facility, or part of it, which mainly provides
Custodial Care, educational care or rehabilitative care. A facility for the
aged or substance abusers is not a Hospital.
ILLNESS. A sickness or disease suffered by a Member. A Mental or
Nervous Condition is not an illness.
INITIAL DEPENDENT. Those eligible Dependents an Employee has
at the time he or she first becomes eligible for Employee coverage. If
at the time the Employee does not have any eligible Dependents, but
later acquires them, the first eligible Dependents he or she acquires are
his or her Initial Dependents.
INJURY. Damage to a Member's body due to accident, and all complica­
tions arising from that damage.
INPATIENT. Member if physically confined as a registered bed patient
in a Hospital or other recognized health care facility; or services and
supplies provided in such a setting.
JOINT COMMISSION. The Joint Commission on the Accreditation of
Health Care Facilities.
LATE ENROLLEE. An eligible Employee or Dependent who requests
enrollment under this Contract more than *[*30*]* days after first
becoming eligible. However, an eligible Employee or Dependent will not
be considered a Late Enrollee under certain circumstances. See the
Employee Coverage and Dependent Coverage sections of this Contract.
MEDICAL EMERGENCY. The sudden, unexpected onset, due to Illness
or Injury, of a medical condition that is expected to result in either a
threat to life or to an organ, or a body part not returning to full function.
*Examples of Medical Emergencies include but are not limited to*
'[Heart]' *heart* attacks, strokes, convulsions, serious burns, obvious
bone fractures, wounds requiring sutures, poisoning, and loss of con­
sciousness '[are Medical Emergencies]'.

A near-term delivery is not a Medical Emergency.
MEDICALLY NECESSARY AND APPROPRIATE. Services or supplies
provided by a recognized health care Provider that We Determine to
be:

a. necessary for the symptoms and diagnosis or treatment of the
condition, Illness or Injury;

b. provided for the diagnosis or the direct care and treatment of the
condition, Illness or Injury;

c. in accordance with *generally* accepted medical '[standards in the
community at the time]' *practice*;

d. not for a Member's convenience;
e. the most appropriate level of medical care that a Member needs;

*and*
'[f. accepted by a professional medical society in the United States

as beneficial for the control or cure of the Illness or Injury being
treated; and]'

'[g.]'*f.* furnished within the framework of generally accepted
methods of medical management currently used in the
United States.

In the instance of a Medical Emergency, the fact that '[an attending
doctor]' *0 Non-participating Provider* prescribes, orders, recommends
or approves the care, the level of care, or the length of time care is
to be received, does not make the services Medically Necessary and
Appropriate.
MEDICAID. The health care program for the needy provided by Title
XIX of the *United States* Social Security Act, as amended from time
to time.
MEDICARE. Parts A and B of the Health care program for the aged
and disabled provided by Title XVIII of the United States Social Security
Act, as amended from time to time.
MEMBER. An eligible person who is covered under this Contract (in­
cludes Subscriber/covered Employee and covered Dependents, if any).
MENTAL HEALTH CENTER. A facility that mainly provides treatment
for people with mental health problems. It will be considered such a
place if it carries out its stated purpose under all relevant state and local
laws, and it is either:

a. accredited for its stated purpose by the Joint Commission; '[or]'
b. approved for its stated purpose by Medicare*; or
c. accredited or licensed by the State of New Jersey to provide mental

health services*.
MENTAL OR NERVOUS CONDITION. A condition which manifests
symptoms which are primarily mental or nervous, regardless of any
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underlying physical cause. A Mental and Nervous Condition includes,
but is not limited to, psychoses, neurotic and anxiety disorders,
schizophrenic disorders, affective disorders, personally disorders, and
psychological or behavioral abnormalities associated with transient or
permanent dysfunction of the brain or related neurohormonal systems.

In Determining whether or not a particular condition is a Mental and
Nervous Condition, We may refer to the current edition of the Diagnostic
and Statistical manual of Mental Conditions of the American Psychiatric
Association.
[NElWORK] [PARTICIPATING] PROVIDER. A Provider which has
an agreement [directly or indirectly] with Us [or Our associated medical
groups] to provide Covered Services or Supplies.
NEWLY ACQUIRED DEPENDENT. An eligible Dependent an
Employee acquires after he or she already has coverage in force for
Initial Dependents.
NON·COVERED SERVICES. Services or supplies which are not included
within Our definition of Covered Services or Supplies, *are included in
the list of Non-covered Services and Supplies,* or which exceed any of
the '[benefit limits]' *limitations* shown in this Contract.
NON-[NElWORK] [-PARTICIPATING] PROVIDER. A Provider which
is not a [Network] [Participating] Provider.
NURSE. A registered nurse or licensed practical nurse, including a
nursing specialist such as a nurse mid-wife or nurse anesthetist, who:

a. is properly licensed or certified to provide medical care under the
laws of the state where the nurse practices; and

b. provides medical services which are within the scope of the nurse's
license or certificate and are covered by this Contract.

OUTPATIENT. Member if registered at a Practitioner's office or
recognized health care facility and not an Inpatient; or services and
supplies provided in such a setting.
PERIOD OF CONFINEMENT. Consecutive days of Inpatient services
provided to an Inpatient, or successive Inpatient confinements due to
the same or related causes, when discharge and re-admission to a
recognized facility occurs within 90 days or less. We Determine if the
cause(s) of the confinements are the same or related.
PRACTITIONER. A medical practitioner who:

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

b. provides medical services which are within the scope of the practi­
tioner's license or certificate and which are covered by this Con­
tract.

[PRE-EXISTING CONDITION. An Illness or Injury which manifests
itself in the six months before a Member's coverage under this Contract
starts, and for which:

a. A Member sees a doctor, takes prescribed drugs, receives other
medical care or treatment or had medical care or treatment recom­
mended by a Practitioner in the six months before the Member's
coverage starts; or

b. an ordinarily prudent person would have sought medical advice,
care or treatment in the six months before the person's coverage
starts.

A pregnancy which exists on the date a Member's coverage starts is
also a Pre-Existing Condition.

See the Non-Covered Services and Supplies section of this Contract
for details on how this Contract limits the services for Pre-Existing
Conditions.]
PRESCRIPTION DRUGS. Drugs, biologicals and compound prescrip­
tions which are sold only by prescription and which are required to show
on the manufacturer's label the words: "Caution-Federal Law Prohibits
Dispensing Without a Prescription" or other drugs and devices as De­
termined by Us, such as insulin.
PRIMARY CARE PHYSICIAN (PCP). A [Network] [Participating]
Provider who is a doctor specializing in family practice, general practice,
internal medicine, [obstetrics/gynecology (for '[OB/GYN services only]'
*pre and post-natal care, birth and treatment of the diseases and hygiene
of females*),] or pediatrics who supervises, coordinates, arranges and
provides initial care and basic medical services to a Member; initiates
a Member's Referral for Specialist Services; and is responsible for
maintaining continuity of patient care.
PROVIDER. A recognized facility or practitioner of health care.
REASONABLE and CUSTOMARY. An amount that is not more than
the usual or customary charge for the service or supply as We determined
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based on a standard approved by the Board. "[When We decide what
is reasonable, We look at the Member's condition and how severe it
is. We also look at special circumstances.]" The Board will decide a
standard for what is Reasonable and Customary under this Contract.
The chosen standard is an amount which is most often charged for a
given service by a Provider "[within the range of usual fees charged by
most Providers of similar training and experience for the same service]"
within the same geographic area.
REFERRAL. Specific direction or instruction from A Member's Primary
Care Physician in conformance with our policies and procedures that
directs a Member to a facility or Provider for health care.
REHABILITATION CENTER. A facility which mainly provides thera­
peutic and restorative services to III or Injured people. It must carry
out its stated purpose under all relevant state and local laws, and it must
either:

a. be accredited for its stated purpose by either the Joint Commission
or the Commission on Accreditation for Facilities; or

b. be approved for its stated purpose by Medicare.
ROUTINE FOOT CARE. The cutting, debridement, trimming, reduction,
removal or other care of corns, calluses, flat feet, fallen arches, weak
feet, chronic foot strain, dystrophic nails, excrescences, helomas,
hyperkeratosis, hypertrophic nails, non-infected ingrown nails, de­
ratomas, keratosis, onychauxis, onychocryptosis, tylomas or symptomatic
complaints of the feet. Routine Foot Care also includes orthopedic shoes,
foot orthotics and supportive devices for the foot.
SERVICE AREA. A geographic area We defined by [ZIP codes] [county].
SKILLED NURSING CARE. Services which are more intensive than
Custodial Care, are provided by a Registered Nurse (R.N.) or Licensed
Practical Nurse (L.P.N.), and require the technical skills and professional
training of an R.N. or L.P.N.
SKILLED NURSING CENTER. A facility which mainly provides full­
time Skilled Nursing Care for III or Injured people who do not need
to be in a Hospital. It must carry out its stated purpose under all relevant
state and local laws, and it must either:

a. be accredited for its stated purpose by the Joint Commission; or
b. be approved for its stated purpose by Medicare.

SMALL EMPWYER. Any person, firm, corporation, partnership or
association actively engaged in business which, on at least 50% of its
working days during the preceding Calendar Year quarter, employed at
least two, but no more than 49 eligible Employees, the majority of whom
are employed within the State of New Jersey. In determining the number
of eligible Employees, all Affiliated Companies will be considered as one
Employer.
SPECIALIST DOCTOR. A doctor who provides medical care in any
generally accepted medical or surgical specialty or subspecialty.
SPECIALIST SERVICES. Medical care in specialties other than family
practice, general practice, internal medicine [or pediatrics] [or obstetrics/
gynecology (for "[OB/GYN services only]" *routine pre and post·natal
care, birth and treatment of the diseases and hygiene of females*)].
SUBSCRIBER. A person who meets all applicable eligibility require­
ments, enrolls hereunder by making application, and for whom
"[Premium]" *premium* has been received.
SUBSTANCE ABUSE. Abuse of or addiction to drugs.
SUBSTANCE ABUSE CENTER. A facility that mainly provides treat­
ment for people with Substance Abuse problems. It must carry out its
stated purpose under all relevant state and local laws, and it must either:

a. be accredited for its stated purpose by the Joint Commission; or
b. be approved for its stated purpose by Medicare.

SURGERY.
a. The performance of generally accepted operative and cutting

procedures, including surgical diagnostic procedures, specialized
instrumentations, endoscopic examinations, and other procedures;

b. the correction of fractures and dislocations; or
c. pre-operative and post-operative care.

THERAPEUTIC MANIPULATION. Treatment of the articulations of the
spine and musculoskeletal structures for the purpose of relieving certain
abnormal clinical conditions resulting from the impingement upon as­
sociated nerves causing discomfort. Some examples are manipulation or
adjustment of the spine, hot or cold packs, electrical muscle stimulation,
diathermy, skeletal adjustments, massage, adjunctive, ultrasound, dop­
pler, whirlpool or hydrotherapy or other treatment of similar nature.
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THERAPY SERVICES. The following services or supplies, ordered by
a Provider and used to treat, or promote recovery from, an Injury or
Illness:
Chelation Therapy-the administration of drugs or chemicals to remove
toxic concentrations of metals from the body.
Chemotherapy-the treatment of malignant disease by chemical or
biological antineoplastic agents.
Cognitive Rehabilitation Therapy-retraining the brain to perform in­
tellectual skills which it was able to perform prior to disease, trauma,
surgery, congenital anomaly or previous therapeutic process.
Dialysis Treatment-the treatment of an acute renal failure or chronic
irreversible renal insufficiency by removing waste products from the
body. This includes hemodialysis and peritoneal dialysis.
Infusion Therapy-the administration of antibiotic, nutrients, or other
therapeutic agents by direct infusion.
Occupational Therapy-treatment to restore a physicially disabled
person's ability to perform the ordinary tasks of daily living.
Physical Therapy-the treatment by physical means to relieve pain,
restore maximum function, and prevent disability following disease, in­
jury, or loss of a limb.
Radiation Therapy-the treatment of disease by X-ray, radium, cobalt,
or high energy particle sources. Radiation Therapy includes rental or
cost of radioactive materials. Diagnostic Services requiring the use of
radioactive materials are not Radiation Therapy.
Respiration Therapy-the introduction of dry or moist gases into the
lungs.
Speech Therapy-treatment for the correction of a speech impairment
resulting from Illness, Surgery, Injury, congenital anomaly, or previous
therapeutic processes.
TOTAL DISABILITY OR TOTALLY DISABLED. Except as otherwise
specified in this Contract, an Employee who, due to Illness or Injury,
cannot perform any duty of his or her occupation or any occupation
for which he or she is, or may be, suited by education, training and
experience, and is not, in fact, engaged in any occupation for wage or
profit. A Dependent is totally disabled if he or she cannot engage in
the normal activities of a person in good health and of like age and
sex. The Employee or Dependent must be under the regular care of
a Practitioner.
"[WE, US, OUR. [Carrier].
YOU, YOUR, AND YOURS. The Contract Holder.]"

IV. ELIGIBILITY

EMPLOYEE COVERAGE

Eligible Employees
Subject to the Conditions of Eligibility set forth below, and to all of

the other conditions of the Contract, all of the Contract Holder's
Employees [who are in an eligible class] will be eligible if the Employees
are Actively at Work Full-Time Employees.

For purposes of this Contract, We will treat partners, proprietors and
independent contractors like Employees if they meet the Contract's
Conditions of Eligibility.

Conditions of Eligibility

Full·Time Requirement
[Carrier] will not cover an Employee unless the Employee is an

Actively at work Full-Time Employee.

Enrollment Requirement
"[[If an Employee must pay part of the cost of Employee Coverage,]"

We will not cover the Employee until the Employee enrolls and agrees
to make the required payments·, if any·. If the Employee does this
·within [30] days of the Employee's Eligibility Date, coverage will start
on the Employee's Eligibility Date.

If the Employee enrolls and agrees to make the required payments,
if any*:

a. more than *[*30*]* days after the "[Employee first becomes
eligible]" *Employee's Eligibility Date*; or

b. after the Employee previously had coverage which ended because
the Employee failed to make a required payment,

We will consider the Employee to be a Late Enrollee. Late Enrollees
are subject to this Contract's Pre-Existing Conditions limitation.
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However,] if an Employee initially waived coverage under his Contract,
and the Employee stated at that time that such waiver was because he
or she was covered under another group plan, and Employee now elects
to enroll under this Contract, We will not consider the Employee to
be a Late Enrollee, provided the coverage under the other plan ends
due to one of the following events:

a. termination of employment;
b. divorce;
c. death of the Employee's spouse; or
d. termination of the other plan's coverage.

But the Employee must enroll under this Contract within 90 days of
the date that any of the events described above occur. Coverage will
take effect as of the date he or she becomes eligible.

[The Waiting Period
This Contract has the following waiting periods:
Employees in an eligible class on the Effective Date, who have com­

pleted at least '[[3]]' *__* months of continuous Full-Time servic.e
with the Employer by that date, are eligible for coverage under thiS
Contract from the Effective Date.

Employees in an Eligible Class on the Effective Date, who have not
completed at least '[[3]]' *__* months of continuous Full-Time servic.e
with the Employer by that date, are eligible for coverage under thiS
Contract from the day after Employees complete '[[3]]' *__* months
of continuous Full-Time service.

Employees who enter an eligible class after the Effective Date are
eligible for coverage under this Contract from the day .after E~ploy~es

complete '[[3]]* *__* months of continuous Full-Time servIce With
the Employer.]

Multiple Employment
If an Employee works for both the Contract Holder and a covered

Affiliated Company, or for more than one covered Affiliated Company,
We will treat the Employee as if only one firm employs the Employee.
And such an Employee will not have multiple coverage under thiS
Contract.

When Employee Coverage Starts
An Employee must be Actively at Work, and working his or her regular

number of hours, on the date his or her coverage is scheduled to start.
And he or she must have met all the conditions of eligibility which apply
to him or her. If an Employee is not Actively at Work on the scheduled
Effective Date, [Carrier] will postpone the start of his or her coverage
until he or she returns to Active Work.

Sometimes, a scheduled Effective Date is not a regularly scheduled
work day. But an Employee's coverage will start on that date if he or
she was Actively at Work, and working his or her regular number of
hours, on his or her last regularly scheduled work day. .

'[The scheduled Effective Date of an Employee's coverage IS a follows:
a. if an Employee must pay part of the cost of Employee coverage,

then he or she]' *The Employee* must elect to enroll and agree
to make the required payments *if any,* within *[*30*]* days of
'[his or her]' *the Employee's* Eligibility Date. If he or she does
this within *[*30*]* days of '[his or her]' *the Employee's*
Eligibility Date, his or her coverage is scheduled to start on '[his
or her]' *the Employee's* Eligibility Date. *Such Employee's
Eligibility Date is scheduled Effective Date of an Employee's cov­
erage,*

'[b. on non-contributory plans, subject to all the te:ms of thi.s p~~n,

an Employee's coverage is scheduled to start on hiS or her elIgibIlIty
date.]]*

When Employee Coverage Ends
An Employee's coverage under this Contract will end on the first of

the following dates:
a. [the date] an Employee ceases to be an Activ~ly at Work ~~II­

Time Employee for any reason. Such reasons mclude disabIlity,
death, retirement, lay-off, leave of absence, and the end of employ­
ment.

b. [the date] an Employee stops being an eligible Employee under
this Contract.

c. the date this Contract ends, [or is discontinued for a class of
Employees to which the Employee belongs.]

d. [the date] for which required payments are not made for the
Employee.

ADOPTIONS

e. [the date] an Employee moves his or her permanent residence
outside the Service Area.

Also, an Employee may have t?e right to continue certain gro~p

benefits for a limited time after hiS or her coverage would otherwise
end. This Contract's benefits provisions explain these situations. Read
this Contract's provisions carefully.

DEPENDENT COVERAGE

Eligible Dependents for Dependent Health Benefits
An Employee's eligible Dependents are:
a. the Employee's legal spouse;
b. the Employee's unmarried Dependent children who are under age

19; and
c. the Employee's unmarried Dependent children, from age 19 until

their 23rd birthday, who are enrolled as full-time students at
accredited schools. Full-time students will be defined by the ac­
credited school. *We can require periodic proof of a Dependent
child's status as a full-time student.*

Adopted Children and Step-Children
An Employee's "unmarried Dependent children" include the

Employee's legally adopted children, if they depend on the .Employee
for most of their support and maintenance, his or her step-chIldren and
children under a court appointed guardianship. [Carrier1will treat a child
as legally adopted from the time the child is placed in the home for
the purpose of adoption. [Carrier] will treat such a child this way whether
or not a final adoption order is ever issued.

Eligible Dependents will not include any Dependent who is:
a. covered by this Contract as an Employee or
b. on active duty in the armed forces of any country.

Incapacitated Children
An Employee may have an unmarried child with a mental or physical

handicap, or developmental disability, who is incapable of earning a
living. Subject to all of the terms of this section and the plan, such a
child may stay eligible for Dependent health benefits past this Contract's
age limit. ..

The child will stay eligible as long as the chIld stays unmarried and
incapable of earning a living, if: .

a. the child's condition started before he or she reached thiS Con­
tract's age limit; *and*

'[b. the child became covered by this Contract before t~e child .reached
the age limit, and stayed continuously covered untIl reachmg such
limit; and]' .

'[c.]'*b.* the child depends on the Employee for most of hiS or her
support and maintenance. .

But, for the child to stay eligible, the Employee must send Us wntten
proof that the child is handicapped and depends on the Employee for
most support and maintenance. The Employee has 31 days fro~ th.e
date the child reaches the age limit to do this. We can ask for penodlc
proof that the child's condition continues. But, after two years, We
cannot ask for this more than once a year.

The child's coverage ends when the Employee's does.

Enrollment Requirement
An Employee must enroll his or her eligible Dependents in order for

them to be covered under this Contract. [Carrier] considers an eligible
Dependent to be a Late Enrollee, if the Employee:

a. enrolls a Dependent [and agrees to make the required payments]
'[after the end of the enrollment period]' *more than [30] days
after the Dependent's Eligibility Date*;

b. in the case of a Newly Acquired Dependent, other than the first
newborn child, has other eligible Dependents who the Employee
has not elected to enroll; or

c. in the case of a Newly Acquired Dependent, has other eligible
Dependents whose coverage previously ended because the
Employee failed to make the required contributions, or otherwise
chose to end such coverage.

Late Enrollees are subject to this Contract's Pre-Existing Conditions
limitations section, if any applies.

If the Employee's dependent coverage ends for any reason, including
failure to make the required payments, his or her Dependents will be
considered Late Enrollees when their coverage begins again.

However, if the Employee previously waived coverage for the
Employee's spouse or eligible Dependent children under this Contract
*and stated at that time that such waiver was* because they were

(CITE 25 N,J.R. 5322) NEW JERSEY REGISTER, MONDAY, NOVEMBER IS, 1993

You're viewing an archived copy from the New Jersey State Library.



ADOPTIONS

covered under another group plan, and the Employee now elects to
enroll them in this Contract, the Dependent will not be considered a
Late Enrollee, provided the Dependent's coverage under the other plan
ends due to one of the following events:

a. termination of employment;
b. divorce;
c. death of the Employee's spouse; or
d. termination of the other plan's coverage.

But, the Employee's spouse or eligible Dependent children must be
enrolled by the Employee within 90 days of the date that any of the
events described above occur. *Coverage will take eITect as of the date
one of the above events occurs.·

And, [Carrier] will not consider an Employee's spouse or eligible
Dependent children for which the Employee initially waived coverage
under this Contract, to be a Late Enrollee, if:

a. the Employee is under legal obligation to provide coverage due
to a court order; and

b. the Employee's spouse or eligible Dependent children are enrolled
by the Employee within 30 days of the issuance of the court order.

*Coverage will take eITect as of the date required pursuant to the
court order.·

When Dependent Coverage Starts
In order for an Employee's dependent coverage to begin the Employee

must already be covered for Employee coverage or enroll for Employee
and Dependent coverage at the same time. Subject to the exception
stated below and to all of the terms of this Contract, the date an
Employee's dependent coverage starts depends on when the Employee
elects to enroll the Employee's Initial Dependents [and agrees to make
any required payments].

If the Employee does this '[on or before the Employee's]' ·within
30 days of the Dependent's* Eligibility Date, the Dependent's Coverage
is scheduled to start on the later of:

a. the '[Employee's]' *Dependent's· eligibility date, or
b. the date the Employee becomes covered for Employee coverage.

If the Employee does this '[within or after the enrollment period]'
·more than [30] days after the Dependent's Eligibility Date, We will
consider the Dependent a Late Enrollee·, the coverage is scheduled to
start on the later of:

a. the date the Employee signs the enrollment form; or
b. the date the Employee becomes covered for Employee coverage.
Once an Employee has dependent coverage for Initial Dependents,

the Employee must notify Us of a Newly Acquired Dependent within
the '[enrollment period]' ·[30] days after the Dependent's Eligibility
Date*. If the Employee does not, the Newly Acquired Dependent is a
Late Enrollee.

A Newly Acquired Dependent will be covered from the later of:
a. the date the Employee notifies [Carrier] [and agrees to make any

additional payments], or
b. the '[date]' ·Dependent's Eligibility Date for* the Newly Acquired

Dependent is first eligible.
Exception: If a Dependent, other than a newborn child, is confined

to a Hospital or other health care facility; or is home confined on the
date the Employee's Dependent health benefits would otherwise start,
[CarrierJwill postpone the Effective Date of such benefits until the later
of: the day after the Dependent's discharge from such facility; until home
confinement ends.

Newborn Children
We will cover an Employee's newborn child for 31 days from the date

of birth. Coverage may be continued beyond such 31 day period as stated
below:

a. If the Employee is already covered for Dependent child coverage
on the date the child is born, coverage automatically continues
beyond the initial 31 days[, provided the premium required for
Dependent child coverage continues to be paid.]

b. If the Employee is not covered for Dependent child coverage on
the date the child is born, the Employee must:

• make written request to enroll the newborn child[; and
• pay the premium required for Dependent child coverage

within 31 days after the date of birth.]
If the request is not made[ and the premium is not paid] within such

31 day period, the newborn child will be a Late Enrollee.

INSURANCE

When Dependent Coverage Ends:
A Dependent's coverage under this Contract will end on the first of

the following dates:
a. [the date] Employee coverage ends;

[b. the date the Employee stops being a member of a class of
Employees eligible for such coverage;]

[c.] the date this Contract ends;
[d.] the date Dependent coverage is dropped from this Contract for

all Employees eligible for such coverage;
[e. the date an Employee fails to pay any required part of the cost

of Dependent coverage. It ends on the last day of the period for
which the Employee made the required payments, unless coverage
ends earlier for other reasons.]

[f.] '[the date]' ·At 12:01 a.m. on the date· the Dependent stops being
an eligible Dependent. '[This happens at 12:01 a.m. on the date:

• the child attains the Contract's age limit;
• the Dependent child marries;
• a step-child is no longer dependent on the Employee for

support and maintenance;
• a spouse's marriage ends in legal divorce or annulment.]·

Read this Contract carefully if Dependent coverage ends for any
reason. Dependents may have the right to continue certain group benefits
for a limited time. And divorced spouses have the right to replace certain
group benefits with converted policies.

TERMINATION FOR CAUSE

If any of the following conditions exist, We may give written notice
to the Member that the person is no longer covered under this Contract:

(1) Untenable Relationship: After reasonable efforts, We and/or
[Participating] Providers are unable to establish and maintain a
satisfactory relationship with the Member or the Member fails to
abide by our rules and regulations, or the Member acts in a manner
which is verbally or physically abusive.

(2) Misuse of Identification Card: The Member permits any other
person who is not authorized by Us to use an identification card
We issue to the Member.

(3) Furnishing Incorrect or Incomplete Information: The Member
furnishes incorrect or incomplete information in a statement made
for the purpose of effecting coverage under this Contract. This
condition is subject to the provisions of the section Incontestability
of Coverage.

(4) Nonpayment: The Member fails to pay any Copayment [or
Coinsurance] or to make any reimbursement to Us required under
this Contract.

(5) Misconduct: The Member abuses the system, including but not
limited to; theft, damage to [Our] [Participating Provider's] proper­
ty, forgery of drug prescriptions, and consistent failure to keep
scheduled appointments.

(6) Failure to Cooperate: The Member fails to assist Us in coordinating
benefits as described in the Coordination of Benefits Section.

If We give the Member such written notice:
(a) that person will cease to be a Member for the coverage under

this Contract immediately if termination is occurring due to Misuse
of Identification Card (2 above) or Misconduct (5 above),
otherwise, on the date 31 days after such written notice is given
by Us; and

(b) no benefits will be provided to the Member under the coverage
after that date.

Any action by Us under these provisions is subject to review in
accordance with the Grievance Procedures We establish.

V. COVERED SERVICES AND SUPPLIES

Members are entitled to receive the benefits in the following sections
when Medically Necessary and Appropriate, subject to the payment by
Members of applicable copayments [or co-insurance] as stated in the
applicable Schedule of Services.

a. '[Outpatient Benefits]' *OUTPATIENT SERVICES·. The follow­
ing services are covered only at the Primary Care Physician's office
[or Health Center] selected by a Member, or elsewhere upon prior
written Referral by a Member's Primary Care Physician:

1. Office visits during office hours, and during non-office hours
when Medically Necessary.

2. Home visits by a Member's Primary Care Physician.
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3. Periodic health examinations to include:
a. Well child care from birth including immunizations;
b. Routine physical examinations, including eye examina-

tions;
c. Routine gynecologic exams and related services;
d. Routine ear and hearing examination; and
e. Routine allergy injections and immunizations (but not

if solely for the purpose of travel or as a requirement
of a Member's employment).

4. Diagnostic Services.
5. Casts and dressings.
6. Ambulance Service when certified in writing as Medically

Necessary by a Member's Primary Care Physician and ap­
proved in advance by Us.

7. Infertility Services except where specifically excluded in this
Contract.

8. Prosthetic Devices when We arrange for them. We cover
only the initial fitting and purchase of artificial limbs and
eyes, and other prosthetic devices. And they must take the
place of a natural part of a Member's body, or be needed
due to a functional birth defect in a covered Dependent
Child. We do not provide for replacements (unless Medically
Necessary and Appropriate), repairs, wigs, or dental
prosthetics or devices.

9. Durable Medical Equipment when ordered by a Member's
Primary Care Physician and arranged through Us.

10. Prescription Drugs -and insulin syringes and insulin nee­
dles- when obtained through a Participating Provider.

b. SPECIALIST DOCTOR BENEFITS. The following Services are
covered when rendered by a Participating Specialist Doctor at the
doctor's officer, or Health Center,] or any other Participating
Facility or a Participating Hospital outpatient department during
office or business hours upon prior written referral by a Member's
Primary Care Physician. Services include but are not limited to
the following:

1. Allergy (except serum injections which are covered when
administered by a Member's Primary Care Physician)

2. Anesthesia
3. Cardiology
4. Endocrinology

[5. Gynecology and Obstetrics]
6. Internal Medicine
7. Neurology
8. Oncology
9. Ophthalmology

10. Oral Surgery (bone fractures, removal of tumors and or­
thodontogenic cysts or other approved surgical procedures
by Us)

11. Orthopedics
12. Otolaryngology
13. Pathology
14. Pediatrics
15. Podiatry
16. Pulmonology
17. Radiology (except dental x-rays, unless related to Covered

Services)
18. Surgery
19. Urology

c. INPATIENT -HOSPICE,- HOSPITAL -,REHABILITATION
CENTER- AND SKILLED NURSING CENTER BENEFITS. The
following Services are covered when hospitalized by a Participating
Provider upon prior written referral from a Member's Primary
Care Physician, only at Participating Hospitals and Participating
Providers (or at Non-participating facilities upon prior written
authorization by Us); however, Participating Skilled Nursing
Center "[benefits]" -Services and Supplies- are limited to those
which constitute Skilled Nursing Care -and Hospice Services are
subject to Our pre-approval-:

1. Semi-private room and board accommodations
2. Private accommodations [will be provided only when ap­

proved in advance by Us]. If a Member occupies a private
room without such certification Member shall be directly
liable to the -Hospice" Hospital-, Rehabilitation Center­
or SkiDed Nursing Center for the difference between pay­
ment by Us to the -Hospice,- Hospital-, Rehabilitation
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Center- or Skilled Nursing Center of the per diem or other
agreed upon rate for semi-private accommodation
established between Us and the -Participating Hospice,­
Participating Hospital-, Participating Rehabilitation Center­
or the Participating Skilled Nursing Center and the private
room rate.

3. General nursing care
4. Use of intensive or special care facilities
5. X-ray examinations including CAT scans but not dental x-

rays
6. Use of operating room and related facilities
7. Magnetic resonance imaging -"MRI"-
8. Drugs, medications, biologicals
9. CardiographylEncephalography

10. Laboratory testing and services
11. Pre- and post-operative care
12. Special tests
13. Nuclear medicine
14. Therapy Services
15. Oxygen and oxygen therapy
16. Anesthesia and anesthesia services
17. Blood, blood products and blood processing
18. Intravenous injections and solutions
19. Surgical, medical and obstetrical services
20. Private duty nursing only when approved in advance by Us.
21. The following transplants: Cornea, Kidney, Lung, Liver,

Heart and Pancreas
22. Allogeneic bone marrow transplants
23. "[The autologous]" -Autologous- bone marrow transplants

and associated high dose chemotherapy: only for treatment
of Leukemia, Lymphoma, Neuroblastoma, Aplastic Anemia,
Genetic Disorders (SCID and WISCOT A1ldrich).

d. BENEFITS FOR SUBSTANCE ABUSE AND MENTAL AND
NERVOUS CONDmONS. The following Services are covered
when rendered by a Participating Provider at Provider's office or
at a Participating Substance Abuse Center [or Health Center] upon
prior written referral by a Member's Primary Care Physician.

1. Outpatient. Members are entitled to receive up to twenty
(20) outpatient visits during any period of 365 consecutive
days. Benefits include diagnosis, medical, psychiatric and
psychological treatment and medical referral services by a
Member's Primary Care Physician for the abuse of or addic­
tion to drugs and Mental or Nervous Conditions. Payment
for non-medical ancillary services (such as vocational re­
habilitation or employment counseling) is not provided, but
information regarding appropriate agencies will be provided
if available. Members are additionally eligible, upon referral
by a Member's Primary Care Physician, for up to sixty (60)
more outpatient visits by exchanging on a two-for-one basis,
each inpatient hospital day described in paragraph 2 below.

2. Inpatient Hospital Care. Members are entitled to receive up
to thirty (30) days of inpatient care benefits for detoxifica­
tion, medical treatment for medical conditions resulting from
the substance abuse, referral services for substance abuse or
addiction, and Mental or Nervous Conditions. The following
services shall be covered under inpatient treatment: (1) lodg­
ing and dietary services; (2) physician, psychologist, nurse,
certified addictions counselor and trained staff services; (3)
diagnostic x-ray; (4) psychiatric, psychological and medical
laboratory testing; (5) drugs, medicines, equipment use and
supplies.
Chemical Dependency. Admissions. Repeated detoxification
treatment for chronic Substance Abuse will not be covered
unless in Our sole discretion it is determined that Members
have been cooperative with an on-going treatment plan de­
veloped by a Participating Provider. Failure to comply with
treatment shall constitute cause for non-coverage of
Substance Abuse services.

3. Court-ordered chemical dependency admissions are not cov­
ered unless Medically Necessary and Appropriate and only
to the extent of the covered benefit as defined above.

e. EMERGENCY CARE BENEFITS-WITHIN AND OUTSIDE
OUR SERVICE AREA. The following Services are covered without
prior written referral by a Member's Primary Care Physician in
the event of a Medical Emergency as determined by Us.
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1. A Member's Primary Care Physician is required to provide
or arrange for on-call coverage twenty-four (24) hours a day,
seven (7) days a week. Unless a delay would be detrimental
to a Member's health, Member shall call a Member's Primary
Care Physician [or Health Center] [or Us] prior to seeking
emergency treatment.

2. We will cover the cost of emergency medical and hospital
services performed within or outside our service area without
a prior written referral only if:

a. Our review determines that a Member's symptoms were
severe and delay of treatment would have been
detrimental to a Member's health, the symptoms oc­
curred suddenly, and Member sought immediate
medical attention. Conditions which require immediate
treatment include, but are not limited to the following:

1. heart attacks
2. strokes
3. convulsions
4. serious burns
5. obvious bone fractures
6. wounds requiring sutures
7. poisoning
8. loss of consciousness

A near-term delivery is not a Medical Emergency.
b. The service rendered is provided as a *[benefit]* *Cov­

ered Service or Supply* under this Contract and is not
a service *or supply* which is normally treated on a
non-emergency basis; and

c. We and a Member's Primary care Physician are notified
within 48 hours of the emergency service and/or ad­
mission and We are furnished with written proof of the
occurrence, nature and extent of the emergency services
within 30 days. Member shall be responsible for pay­
ment for services received unless We determine that
a Member's failure to do so was reasonable under the
circumstances. In no event shall reimbursement be
made until We receive proper written proof.

3. In the event Members are hospitalized in a Non-participating
facility, coverage will only be provided until Members are
medically able to travel or to be transported to a Participat­
ing facility. If Members elect to continue treatment with
Non-participating Providers, We shall have no responsibility
for payment beyond the date Members are determined to
be medically able to be transported.

In the event that transportation is Medically Necessary and
Appropriate, We will cover the Reasonable and Customary
cost. Reimbursement may be subject to payment by Members
of all Copayments which would have been required had
similar benefits been provided *[during office hours and]*
upon prior written referral to *a* Participating Provider.

4. Coverage for emergency services includes only such treat­
ment necessary to treat the Medical Emergency. Any elective
procedures performed after Members have been admitted
to a facility as the result of a Medical Emergency shall
require prior written referral or Member shall be responsible
for payment.

5. The Copayment for an emergency room visit will *[not apply
in the event that]* *be credited toward the Hospital Inpa­
tient Copayment if* Members are admitted as an Inpatient
to the Hospital as a result of the Medical Emergency.

f. THERAPY SERVICES. The following Services are covered when
rendered by a Participating Provider upon prior written referral
by a Member's Primary Care Physician.

1. Speech Therapy, Physical Therapy, Occupational Therapy
and Cognitive Therapies are covered for non-chronic con­
ditions and acute Illnesses and Injuries upon referral to a
Participating Provider by a Member's Primary Care Physi­
cian. This benefit consists of treatment for a 60 day period
per incident of Illness or Injury, beginning with the first day
of treatment, provided that a Member's Primary Care Physi­
cian certifies in writing that the treatment will result in a
significant improvement of a Member's condition within this
time period and treatment is approved in writing by Us.

2. Chelation Therapy, Chemotherapy treatment, Dialysis Treat­
ment, Infusion Therapy and Radiation Therapy.
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g. HOME HEALTH *[BENEFITS] * *SERVICES*. The following
Services are covered when rendered by a Participating *Provider
including but not limited to a Participating* Home Health Agency
as an alternative to hospitalization and are approved and coordi­
nated in advance by Us upon the prior referral of a Member's
Primary Care Physician.

1. Skilled nursing services, provided by or under the supervision
of a registered professional nurse.

2. Services of a home health aide, under the supervision of a
registered professional nurse, or if appropriate, a qualified
speech or physical therapist. These benefits are covered only
when the primary purpose of the Home Health Services
rendered to Member is skilled in nature.

3. Medical Social Services by or under the supervision of a
qualified medical or psychiatric social worker, in conjunction
with other Home Health Services, if the Primary Care Physi­
cian certifies that such services are essential for the effective
treatment of a Member's medical condition.

4. Therapy Services as set forth above.
5. Hospice Care if Members are terminally ill with life expec­

tancy of six months or less, as certified by the Member's
Primary Care Physician. Services may include home and
hospital visits by nurses and social workers; pain manage­
ment and symptom control; instruction and supervision of
family members; inpatient care; counseling and emotional
support; and other Home Health benefits listed above.

Nothing in this section shall require Us to provide Home Health
Benefits when in our determination the treatment setting is not
appropriate, or when there is a more cost effective setting in which
to provide Medically Necessary and Appropriate Care.

VI. NON·COVERED SERVICES AND SUPPLIES

THE FOLLOWING ARE NOT COVERED SERVICES UNDER THIS
CONTRACT.

Care or treatment by means of acupuncture except when used as a
substitute for other forms of anesthesia.

Services for ambulance for transportation from a Hospital or other
health care Facility, unless Member is being transferred to another
Inpatient health care Facility.

[Broken Appointments.]
Blood or blood plasma which is replaced by or for a Member.
Care and/or treatment by a Christian Science Practitioner.
Completion of claim forms.
Services or supplies related to cosmetic surgery, except as otherwise

stated in this Contract, unless it is required as a result of an *IIIness
or* Injury sustained while covered under this Contract or to correct a
functional defect resulting from a congenital abnormality or developmen­
tal anomaly; complications of cosmetic surgery; drugs prescribed for
cosmetic purposes.

Services related to custodial or domiciliary care.
Dental care or treatment, including appliances, except as otherwise

stated in this Contract.
Services or supplies, the primary purpose of which is educational

providing the Member with any of the following: training in the activities
of daily living; instruction in scholastic skills such as reading and writing;
preparation for an occupation; or treatment for learning disabilities.

Experimental or Investigational treatments, procedures, hospitaliza­
tions, drugs, biological products or medical devices.

Extraction of teeth, except for bony impacted teeth.
Services or supplies for or in connection with:
a. exams to determine the need for (or changes of) eyeglasses or

lenses of any type;
b. eyeglasses or lenses of any type except initial replacements for loss

of the natural lens; or
c. eye surgery such as radial keratotomy, when the primary purpose

is to correct myopia (nearsightedness), hyperopia (farsightedness)
or astigmation (blurring).

Services or supplies provided by one of the following members of the
Employee's family: spouse, child, parent, in-law, brother, sister or
grandparent.

Care and/or treatment to enhance fertility using artificial and surgical
procedures and drugs, including, but not limited to, invitro fertilization,
invivo fertilization or gamete-intrafalopian-transfer (GIFT); surrogate
motherhood.
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Services or supplies related to Hearing aids* [,J * *and* hearing ex·
aminations *to determine the need for hearing aids or the need to adjust
them* '[or fitting of hearing aids)'.

Services or supplies related to Hemal medicine.
Care or treatment by means of high dose chemotherapy, except as

otherwise stated in the Contract.
Services or supplies related to Hypnotism.
Services or supplies because the Covered Person engaged, or tried

to engage, in an illegal occupation or committed or tried to commit a
felony.

Illness or Injury, including a condition which is the result of disease
or bodily infirmity, which occurred on the job and which is covered or
could have been covered for benefits provided under workers' compensa­
tion, employer's liability, occupational disease or similar law;

Local anesthesia charges billed separately if such charges are included
in the fee for the Surgery.

Membership costs for health clubs, weight loss clinics and similar
programs.

Services and supplies related to Marriage, career or financial counsel·
ing, sex therapy or family therapy, and related services.

Supplies related to Methadone maintenance.
Any Non·Covered Service or Supply specifically limited or not covered

elsewhere in this Contract, or which is not Medically Necessary and
Appropriate.

Non-prescription drugs or supplies, except insulin needles and insulin
syringes.

Services provided by a licensed pastoral counselor in the course of
his or her normal duties as a religious *official or practitioner*.

Personal convenience or comfort items including, but not limited to,
such items as TV's, telephones, first aid kits, exercise equipment, air
conditioners, humidifiers, saunas, hot tubs.

[Pre·Existing Condition Limitations: We do not cover services for Pre­
Existing Conditions until Members have been covered by this Contract
for six months. See the "Definitions" section of this Contract for the
definition of a Pre-Existing Condition. This limitation does not affect
services or supplies for other unrelated conditions, or birth defects in
a covered Dependent Child. And We waive this limitation for A
Member's Pre-Existing Condition to the extent that if the condition was
satisfied under another carrier's plan which covered Member right before
the Member's coverage under this Contract started, i.e., there is no
intervening lapse in coverage.)

Any service provided without prior written Referral by the Member's
Primary Care Physician except as specified in this Contract.
. In the event of a Medical Emergency, the amount of any charge which
IS greater than a Reasonable and Customary Charge.

Services or supplies related to rest or convalescent cures.
R.oom an~ boa~ charges for a Member in any Facility for any period

of tIme dunng which he or she was not physically present overnight in
the Facility.

Services or supplies related to Routine Foot Care.
Self-administered services such as: biofeedback, patient-controlled

analgesia on an Outpatient basis, related diagnostic testing, self-care and
self-help training.

Services or supplies:
a. eligible for payment under either federal or state programs (except

Medicaid). This provision applies whether or not the Member
asserts his or her rights to obtain this coverage or payment for
these services;

b. for which a charge is not usually made, such as a Practitioner
treating a professional or business associate, or services at a public
health fair;

c. for which a Member would not have been charged if he or she
did not have health care coverage;

d. provided by or in a Government Hospital unless the services are
for treatment:

• of a non-service Medical Emergency; or
• by a Veterans' Administration Hospital of a non-service

related Illness or Injury.
Smoking cessation aids of all kinds and the services of stop-smoking

providers.
Sterilization reversal-services and supplies rendered for reversal of

sterilization.
Surgery, sex hormones, and related medical, psychological and

psychiatric services to change a Member's sex; services and supplies
arising from complications of sex transformation.

ADOPTIONS

Telephone consultations.
Transplants, except as otherwise listed in the Contract.
Transportation; travel.
Vision therapy.
Vitamins and dietary supplements.
Services or supplies received as a result of a war, declared or

undeclared; police actions; services in the armed forces or units auxiliary
thereto; or riots or insurrection.

Weight reduction or control, unless there is a diagnosis of morbid
obesity; special foods, food supplements, liquid diets, diet plans or any
related products.

Wigs, toupees, hair transplants, hair weaving or any drug *if such
drug is* used in connection with baldness.

VII. GRIEVANCE PROCEDURE

[Grievance Procedure: Variable by Carrier as approved by the State
of New Jersey.)

VIII. COORDINATION OF BENEFITS *AND SERVICES*

COORDINATION OF BENEFITS
Purpose Of This Provision

A .Member may be covered for health benefits by more than one plan.
For mstance, he or she may be covered by this Contract as an Employee
and by another plan as a Dependent of his or her spouse. If he or she
is~ this provision allows Us to coordinate what We arrange [or provide)
With what another plan pays. We do this so the Member does not collect
more in benefits that he or she incurs in charges.

DEFINmONS
"Plan" means any of the following that provide health expense benefits

or services:
a. group or blanket insurance plans;
b. group hospital or surgical plans, or other service or prepayment

plans on a group basis;
c. union welfare plans, Employer plan, Employee benefits plans,

trusteed labor and management plans, or other plans for members
of a group;

d. programs or coverages required by law;
e. group or group-type hospital indemnity benefits which exceed

'[$150.(0)' *__* per day'[.]'
"Plan" does not include:
a. Medicaid or any other government program or coverage which

[Carrier) is not allowed to coordinate with by law;
b. school aa:ident type coverages written on either a blanket, group,

or franchise baSIS;
c. group or group-type hospital indemnity benefits of '[$150.00)'

* * per day or less; '[and)'
d. any plan We say We supplement.

"This plan" means the part of Our group plan subject to this provision.
"'[Member)' * *", as used below, means the person who re-

ceives a certificate or other proof of coverage from a plan that covers
him or her for health benefits.

"Dependent" means a person who is covered by a plan for health
benefits, but not as a '[member)' * *.

"Allowable expense" means any necessary, reasonable, and usual item
of expense for health care incurred by a '[member)' * * or
Dep~ndent ~nd~r either this plan or any other plan. When a plan
proVides service mstead of cash payment, We view the reasonable cash
value of each service as an allowable expense and as a benefit paid.
We also view items of expense covered by another plan as an allowable
expense, whether or not a claim is filed under that plan.

The amount of reduction in benefits resulting from a '[member)'
*__._*'s or D~pendent'sfailure to comply with provisions of a primary
plan IS not conSidered an allowable expense if such reduction in benefit
is less than or equal to the reduction that would have been made under
the terms if this Plan had been primary. Examples of such provisions
are those related to second surgical opinions, precertification of ad­
missions or services, and preferred provider arrangements. This does not
apply where a primary plan is a health maintenance organization (HMO)
and the '[member)' * * or Dependent elects to have health
services provide outside the HMO. A primary plan is described below.

"Claim determination period" means a Calendar Year in which a
'[member)' * * or Dependent is covered by this plan and at least
one other plan and incurs one or more allowable expense(s) under such
plans.
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ADOPTIONS

How This Provision Works
We apply this provision when a *[member]* • • or Dependent

is covered by more than one plan. When this happens We will consider
each plan separately when coordinating payments.

In order to apply this provision, one of the plans is called the primary
plan. All other plans are called secondary plans. The primary plan pays
first, ignoring all other plans. The secondary plans *[than]* ·then· pay
the remaining unpaid allowable expenses, but no plan pays more than
it would have without this provision.

If a plan has no coordination provision, it is primary. But, during any
claim determination period, when this plan and at least one other plan
have coordination provisions, the rules that govern which plan pays first
are as follows:

a. A plan that covers a person as a *[member]* • • pays first;
the plan that covers a person as a Dependent pays second.

b. A plan that covers a person as an active Employee or as a
Dependent of such Employee pays first. A plan that covers a
person as a laid-off or retired Employee or as a Dependent of
such Employee pays second.

But, if the plan that We are coordinating with does not have a similar
provision for such persons, then b. will not apply.

c. Except for Dependent children of separated or divorce parents,
the following governs which plan pay first when the person is a
Dependent of a *[member]* • .:

A plan that covers a Dependent of a member whose birthday falls
earliest in the Calendar Year pays first. The plan that covers a Depen-
dent of a *[member]* • • whose birthday falls later in the Calendar
Year pays second. The *[member]* • ·'s year of birth is ignored.

But, if the plan that We are coordinating with does not have a similar
provision for such persons, then c. will not apply and the other plan's
coordination provision will determine the order of benefits.

d. For a Dependent child of separated or divorced parents, the
following governs which plan pays first when the person is a
Dependent of a *[member]* • •.

• When a court order makes one parent financially responsible
for the health care expenses of the Dependent child, then
that parent's plan pays first.

• If there is no such court order, then the plan of the natural
parent with custody pays before the plan of the stepparent
with custody; and

• The plan of the stepparent with custody pays before the plan
of the natural parent without custody.

If rules a, b, c and d do not determine which plan pays first, the plan
that has covered the person for the longer time pays first.

If, when We apply this provision, We pay less than We would otherwise
pay, We apply only that reduced amount against payment limits of this
plan.

Our Right To Certain Information
In order to coordinate benefits, We need certain information. An

Employee must supply Us with as much of that information as he or
she can. But if he or she cannot give Us all the information We need,
We have the right to get this information from any source. And if another
'[insurer] * ·carrier· needs information to apply its coordination
provision, We have the right to give that '[insurer]* ·carrier· such
information. If We give or get information under this section We cannot
be held liable for such action.

When payments that should have been made by this plan have been
nade by another plan, We have the right to repay that plan. If We do
;0, We are no longer liable for that amount. And if We payout more
han We should have, We have the right to recover the excess payment.

:Small Claims Waiver
We do not coordinate claims of less than $50.00. But if, during any

:Iaim determination period, more allowable expenses are incurred that
'aise the claim above $50.00 We will count the entire amount of the
:Iaim when We coordinate.]

'[BENEFITS]· •__• FOR AUTOMOBILE RELATED INJURIES

This section will be used to determine a person's '[benefits]* • •
mder this Contract when services are incurred as a result of an auto­
aobile related Injury.

INSURANCE

Definitions
"Automobile Related Injury" means bodily Injury sustained by a

Member as a result of an accident:
a. while occupying, entering, leaving or using an automobile; or
b. as a pedestrian;

caused by an automobile or by an object propelled by or from an
automobile.

"Allowable Expense" means a medically necessary, reasonable and
customary item of expense covered at least in part as an eligible expense
by:

a. this Contract;
b. PIP; or
c. OSAIC.

"Eligible *[Expense]* • ." means that *[portion of expense
incurred] * • • for treatment of an Injury which is covered under
this Contract without application of Cash Deductibles and Co-Payments,
if any or Co-Insurance.

"Out-of-State Automobile Insurance Coverage" or "OSAIC" means
any coverage for medical expenses under an automobile insurance policy
other than PIP. OSAIC includes automobile insurance policies issued
in another state or jurisdiction.

"PIP" means personal injury protection coverage provided as part of
an automobile insurance policy issued in New Jersey. PIP refers
specifically to provisions for medical expense coverage.

Determination of primary or secondary coverage.
This Contract provides secondary coverage to PIP unless health cov­

erage has been elected as primary coverage by or for the Member under
this Contract. This election is made by the named insured under a PIP
policy. Such election affects that person's family members who are not
themselves named insureds under another automobile policy. This Con­
tract may be primary for one Member, but not for another if the person
has ·a· separate automobile *[policies]* ·policy· and '[have]' ·has·
made different selection*[s]* regarding primacy of health coverage.

This Contract is secondary to OSAIC, unless the OSAIC contains
provisions which make it secondary or excess to the policyholder's plan.
In that case this Contract will be primary.

If there is a dispute as to which policy is primary, this Contract will
pay benefits as if it were primary.

Benefits ·Services • this Contract will ·[pay]· • • if it is
primary to PIP or OSAIC.

If this Contract is primary to PIP or OSAIC it will *[pay]* • *
benefits for eligible expenses in accordance with its terms.

The rules of the COORDINATION OF BENEFITS section of this
Contract will apply if:

• the Member is insured under more than one insurance plan;
and

• such insurance plans are primary to automobile insurance
coverage.

Benefits this Contract will pay if it is secondary to PIP or OSAIC.
If this Contract is secondary to PIP or OSAIC the actual benefits

payable will be the lesser of:
a. the allowable expenses left uncovered after PIP or OSAIC has

provided coverage after applying Cash Deductibles and Co-Pay­
ment, or

b. the *[benefits that would have been paid]' • • if this Con-
tract has been primary.

IX. CONTRACT HOLDER GENERAL PROVISIONS

AMENDMENTS
The Contract may be amended, at any time, without a Member's

consent or ·that· of anyone else with a beneficial interest in it. The
Contract Holder may change the type of coverage under this Contract
at any time by notifying Us in writing.

We may make amendments to the Contract upon 30 days' notice to
the Contract Holder, and as provided in (b) and (c) below. An amend­
ment will not affect benefits for a service or supply furnished before
the date of change; and no change to the benefits under this Contract
will be made without the approval of the Board.

Only Our officers have authority: to waive any conditions or restric­
tions of the Contract, to extend the time in which a Premium may be
paid, to make or change a Contract, or to bind Us by a promise or
representation or by information given or received.
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INSURANCE

No change in the Contract is valid unless the change is shown in one
of the following ways:

a. it is shown in an endorsement on it signed by one of Our officers.
b. if a change has been automatically made to satisfy the requirements

of any state or federal law that applies to the Contract, as provided
in the section of this Contract called "Conformity With Law," it
is shown in an amendment to it that is signed by one of Our
officers.

c. if a change is required by Us, it is accepted by the Contract Holder,
as evidenced by payment of a Premium on or after the effective
date of such change.

d. if a written request for a change is made by the Contract Holder,
it is shown in an amendment to it signed by the Contract Holder
and by one of Our Officers.

ASSIGNMENT
No assignment or transfer by the Contract Holder of any of the

Contract Holder's interest under this Contract is valid unless We consent
thereto.

CLERICAL ERROR-MISSTATEMENTS
No clerical error by Us in keeping any records pertaining to Coverage

under this Contract will reduce a Member's Coverage. Neither will delays
in making those records reduce it. However, if We discover such an error
or delay, a fair adjustment of Premiums will be made.

CONFORMITY WITH LAW

Any provision of this Contract which, on its Effective Date, is in
conflict with the statutes of the '[state in which the Member resides]'
*State of New Jersey*, or with Federal law, is hereby amended to
conform to the minimum requirements of such State law or Federal law.

CONTINUING RIGHTS

Our failure to apply terms or conditions does not mean that We waive
or give up any future rights under this Contract.

CONTRACT INTERPRETATION

We shall administer Contract in accordance with its terms and shall
have the sole power to determine all questions arising in connection with
its administration, interpretation and application.

[CONVERSION PRIVILEGE

If an Employee's Spouse loses coverage due to a divorce, the Spouse
may apply for an individual health benefits plan. An application must
be made within 31 days of the occurrence of the divorce.]

GOVERNING LAW
This entire Contract is governed by the laws of the State of New Jersey.

INCONTESTABILITY OF THE CONTRACT
There will be no contest of the validity of the Contract, except for

not paying premiums, after it has been in force for two years.
No statement in any application, except a fraudulent statement, made

by the Contract Holder or by a Member covered under this Contract
shall be used in contesting the validity of his or her coverage or in
denying benefits after such coverage has been in force for two years
during the person's lifetime. Note: There is no time limit with respect
to a contest in connection with Fraudulent statements.

If this Contract replaces the contract of another insurer, we may
rescind this Contract based on misrepresentations made in the Contract
Holder's or a Member's signed application for up to two years from
this Contract's Effective Date.

NOTICES AND OTHER INFORMATION
Any notices, documents, or other information under the Contract may

be sent by United States Mail, postage prepaid, addressed as follows:
If to Us: To Our last address on record.
If to the Contract Holder: To the last address provided by the Contract

Holder on an enrollment or change of address form actually delivered
to Us.

OTHER RIGHTS

We are only required to provide benefits to the extent stated in this
Contract, its riders and attachments. We have no other liability.

Services and supplies are to be provided in the most cost-effective
manner practicable as Determined by Us.

ADOPTIONS

We reserve the right to use Our subsidiaries or appropriate employees
or companies in administering this Contract.

We reserve the right to modify or replace an erroneously issued
Contract.

Information in a Contract Holder's application may not be used by
Us to void this Contract or in any legal action unless the application
or a duplication of it is attached to this Contract or has been furnished
to the Contract Holder for attachment to this Contract.

PREMIUM AMOUNTS
The Premium due on each Premium Due Date is the sum of the

Premium charges for the coverage You have. Those charges are De­
termined from the Premium rates then in effect and the Employees then
covered.

Premium payments may be determined in another way. But it must
produce about the same amounts and be agreed to by the Contract
Holder and Us.

The following will apply if one or more Premiums paid include
Premium charges for a Member whose coverage has ended before the
due date of that Premium. We will not have to refund more than the
amount of (a) minus (b):

a. the amounts of the Premium charges for the Member that were
included in the Premiums paid for the two-month period im­
mediately before the date We receive written notice from the
Contract Holder that the Member's coverage has ended.

b. the amount of any claims paid or the value of any services provided
to You or to a member of Your family after that person's coverage
has ended.

PAYMENT OF PREMIUMS-GRACE PERIOD

Premiums are to be paid by the Contract Holder to Us. They are
due on each Premium Due Date stated on the first page of the Contract.
The Contract Holder may pay each Premium other than the first within
31 days of the Premium Due Date. Those days are known as the grace
period. The Contract Holder is liable to pay Premiums to Us from the
first day the Contract is in force. Premiums accepted by Us after the
end of the grace period are subject to a late payment interest charge
determined as a percentage of the amount unpaid. That percentage will
be Determined by Us from time to time, but will not be more than the
maximum allowed by law.

PREMIUM RATE CHANGES
The Premium rates in effect on the Effective Date are shown in the

Premium Rates and Provisions section of the Contract. We have the
right to change Premium rates as of any of these dates:

a. any Premium Due Date;
b. any date that an Employer becomes, or ceases to be, an Affiliated

Company.
c. any date that the extent or nature of the risk under the Contract

is changed:
1. by amendment of the Contract; or
2. by reason of any provision of law or any government program

or regulation;
d. at the discovery of a clerical error or misstatement as described

below.
e. As of the date the nature of the Contract Holder's business

changes.
We will give You 30 days written notice when a change in the Premium

rates is made.

TERMINATION OF THE CONTRACT-RENEWAL PRIVILEGE
We have the right to cancel this Contract on any premium due date

subject to 30 days advance written notice to the Contract Holder for
the following reasons:

a. During or End of Grace Period-Failure to Pay Premiums: If any
premium is not paid by the end of its grace period, this '[Policy]'
*Contract* will automatically end when that period ends. But the
Contract Holder may write to Us, in advance, to ask that this
Contract be ended at the end of the period for which premiums
have been paid or at any time during the grace period. Then this
Contract will end on the date requested.

b. the '[Policyholder]' *Contract Holder* moves its principal place
of business outside the State of New Jersey;

c. subject to the statutory notification requirements, We cease to do
business in the small group market;
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d. with respect to Contributory Contracts, less than [75%] of the
Employer's eligible Employees are covered by this Contract. (If
an eligible Employee is not covered by this Contract because:

1. the Employee is covered as a Dependent under a spouse's
coverage; or

2. the Employee is covered under an alternate benefits plan
offered by the Contract Holder, We will count that Employee
as being covered by this Contract for purposes of satisfying
participation requirements.); or

e. with respect to Non-contributory Contracts, less than [75%] of the
Employer's eligible Employees are covered by this Contract. (If
an eligible Employee is not covered by this Contract because:

1. the Employee is covered as a Dependent under a spouse's
coverage; or

2. the Employee is covered under an alternate health benefits
plan offered by the Contract Holder, We will count that
Employee as being covered by this Contract for purposes
of satisfying participation requirements.)

Immediate cancellation will occur if the Contract Holder commits
fraudulent acts or makes misrepresentations with respect to coverage of
eligible Employees or Dependents or status as a Small Employer.

This Contract is issued for a term of one (1) year from the Effective
Date shown on the first page of this Contract. All Contract Years and
Contract Months will be calculated from the Effective Date. All periods
of coverage hereunder will begin and end at 12:00:01 a.m. Eastern
Standard Time at the Contract Holder's place of business.

The Contract Holder may renew this Contract for a further term of
one (1) year, on the first and each subsequent Contract Anniversary.
All renewals are subject to the payment of premiums then due, computed
as provided in this Contract's Premium Amounts section.

However, We have the right to non-renew this Contract on any
Contract Anniversary if the Contract Holder is no longer a Small
Employer.

The Employer must certify to Us the Employer's status as a Small
Employer every year. Certification must be given to Us within 10 days
of the date We request it. If Employer fails to do this, We retain the
right to take the actions described above as of the Employer's Contract
Anniversary.

[Also, if the nature of the Employer's business changes, the Employer
must notify Us within 30 days. We have the right to change the rates
We charge for this Contract if this happens. If the Employer fails to
notify Us within 30 days, We have the right to adjust premium rates
retroactively to the date the nature of the Employer's business changed.]
[Note: This section will sunset January 1, 1997]

THE CONTRACT
The entire Contract consists of:
[a. the forms shown in the Table of Contents as of the Effective Date;
b.] the Contract Holder's application, a copy of which is attached to

the Contract;
[c.] any riders, [endorsements] or amendments to the Contract; and
[d.] the individual applications, if any, of all Members.

X. MEMBER GENERAL PROVISIONS

ASSIGNMENT
No assignment or transfer by a Member of any of his or her interest

under this Contract is valid unless We consent thereto.

CONFIDENTIALITY
Information contained in the medical records of Members and in­

formation received from physicians, surgeons, hospitals or other health
professionals incident to the physician-patient relationship or hospital­
patient relationship shall be kept confidential by Us; and except for use
incident to bona fide medical research and education as may be
permitted by law, or reasonably necessary in connection with the adminis­
tration of this Contract or in the compiling of aggregate statistical data,
or with respect to arbitration proceedings or litigation initiated by
Member against Us may not be disclosed without the Member's written
consent, except as required by law.

CONTINUING RIGHTS
Our failure to apply terms or conditions does not mean that We waive

Jr give up any future rights under this Contract.

INSURANCE

CONVERSION PRIVILEGE
If a '[Member's]' ·Subscriber's· Spouse loses coverage due to a

divorce, the Spouse may apply for an individual health benefits plan.
An application must be made within 31 days of the occurrence of the
divorce.

GOVERNING LAW
This entire Contract is governed by the laws of the State of New Jersey.

IDENTIFICATION CARD
The Identification Card issued by Us to Members pursuant to this

Contract is for identification purposes only. Possession of an Identifica­
tion Card confers no right to services or benefits under this Contract,
and misuse of such identification card constitutes grounds for termination
of Member's coverage. If the Member who misuses the card is the
Employee, coverage may be terminated for the Employee as well as any
of the Employee's Dependents who are Members. To be eligible for
services or benefits under this Contract, the holder of the card must
be a Member on whose behalf all applicable premium charges under
this Contract have been paid. Any person receiving services or benefits
which he or she is not entitled to receive pursuant to the provisions
of this Contract shall be charged for such services or benefits at prevailing
rates.

If any Member permits the use of his or her Identification Card by
any other person, such card may be retained by Us, and all rights of
such Member and his or her Dependents, if any, pursuant to this
Contract shall be terminated immediately, subject to the Grievance
Procedures.

INABILITY TO PROVIDE SERVICE
In the event that due to circumstances not within our reasonable

control, including but not limited to major disaster, epidemic, complete
or partial destruction of facilities, riot, civil insurrection, disability of a
significant part of our Participating Providers or entities with whom We
have arranged for services under this Contract, or similar causes, the
rendition of medical or hospital benefits or other services provided under
this Contract is delayed or rendered impractical, We shall not have any
liability or obligation on account of such delay or failure to provide
services, except to refund the amount of the unearned prepaid premiums
held by Us on the date such event occurs. We are required only to make
a good faith effort to provide or arrange for the provision of services,
taking into account the impact of the event.

INCONTESTABILITY OF THE CONTRACT
There will be no contest of the validity of the Contract, except for

not paying premiums, after it has been in force for two years.
No statement in any application, except a fraudulent statement, made

by the Contract Holder or by a Member covered under this Contract
shall be used in contesting the validity of his or her coverage or in
denying benefits after such coverage has been in force for two years
during the person's lifetime. Note: There is no time limit with respect
to a contest in connection with fraudulent statements.

If this Contract replaces the contract of another insurer, we may
rescind this Contract based on misrepresentations made in the Contract
Holder's or a Member's signed application for up to two years from
this Contract's Effective Date.

INDEPENDENT CONTRACTOR RELATIONSHIP
1. No Participating Provider or other provider, institution, facility or

agency is our agent or employee. Neither We nor Our employees
are an agent or employee of any Participating Provider or other
provider, institution, facility or agency.

2. Neither the Contract Holder nor any Member is our agent,
representative or employee, or an agent or representative of any
Participating Provider or other person or organization with which
We have made or hereafter shall make arrangements for services
under this Contract.

3. Participating Physicians maintain the physician-patient relationship
with Members and are solely responsible to Member for all medical
services which are rendered by Participating Physicians.

4. No Contract Holder or Member shall make or assert a claim
inconsistent with the foregoing unless based upon a writing signed
by one of Our officers.
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INSURANCE

LIMITATION OF ACTIONS
No action at law or in equity shall be brought to recover on the

Contract until 60 days after a Member files written proof of loss. No
such action shall be brought more than three years after the end of the
time within which proof of loss is required.

LIMITATION ON SERVICES
Except in cases of Medical Emergency, services are available only from

Participating Providers. We shall have no liability or obligation what­
soever on account of any service or benefit sought or received by a
Member from any Physician, Hospital, other Provider or other person,
entity, institution or organization unless prior arrangements are made
by Us.

MEDICAL NECESSITY
Members will receive designated benefits under the Contract only

when Medically Necessary and Appropriate. We may determine whether
any benefit provided under the Contract was Medically Necessary and
Appropriate, and We have the option to select the appropriate Participat­
ing Hospital to render services if hospitalization is necessary. Decisions
as to medical necessity are subject to review by [our quality assessment
committee or its physician designee]. We will not, however, seek reim­
bursement from an eligible Member for the cost of any covered benefit
provided under the Contract that is later determined to have been
medically unnecessary and inappropriate, when such service is rendered
by a Primary Care Physician or a provider referred in writing by the
Primary Care Physician without notifying the Member that such benefit
would not be covered under this Contract.

NOTICES AND OTHER INFORMATION
Any notices, documents, or other information under the Contract may

be sent by United States Mail, postage prepaid, addressed as follows:
If to Us: To Our last address on record.
If to a Member: to the last address provided by the Member on an

enrollment or change of address form actually delivered to Us.

OTHER RIGHTS
We are only required to provide benefits to the extent stated in this

Contract, its riders and attachments. We have no other liability.
Services and supplies are to be provided in the most cost-effective

manner practicable as Determined by Us.
We reserve the right to use Our subsidiaries or appropriate employees

or companies in administering this Contract.
We reserve the right to modify or replace an erroneously issued

Contract.
Information in a Member's application may not be used by Us to void

this Contract or in any legal action unless the application or a duplicate
of it is attached to this Contract or has been "[furnished)" ·mailed·
to a Member for attachment to this Contract.

CONTRACT INTERPRETATION
We shall administer Contracts in accordance with its terms and shall

have the sole power to determine all questions arising in connection with
its administration, interpretation and application.

REFERRAL FORMS
A Member can be referred for Specialist Services by a Member's

Primary Care Physician.
Member will be responsible for the cost of all services provided by

anyone other than a Member's Primary Care Physician (including but
not limited to Specialist Services) if a Member has not been referred
by his or her Primary Care Physician.

REFUSAL OF TREATMENT/NON-COMPLIANCE WITH
TREATMENT RECOMMENDATION

A Member may, for personal reasons disagree or not comply with
procedures, medicines, or courses of treatment recommended by a
Participating Physician or ignore treatment that is deemed Medically
Necessary by a Participating Physician. If such Participating Physician
(after a second Participating Physician's opinion, if requested by
Member), believes that no professionally acceptable alternative exists,
and if after being so advised, Member still refuses to comply with or
accept the recommended treatment or procedure, neither the Physician,
nor We, or any Participating Provider will have further responsibility
to provide any of the benefits available under this Contract for treatment
of such condition or its consequences or related conditions. We will
provide written notice to Member of a decision not to provide further
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benefits for a particular condition. The decision is subject to the
Grievance Procedures. Treatment for the condition involved will be
resumed in the event Member agrees to follow the recommended treat­
ment or procedure.

REPORTS AND RECORDS
We are entitled to receive from any provider of services to Member

such information We deem is necessary to administer this Contract
subject to all applicable confidentiality requirements as defined in this
Contract. By accepting coverage under this Contract, "[Contract
Holder]" ·Subscriber·, for himself or herself, and for all Dependents
covered hereunder, authorizes each and every provider who renders
services to ·the· Member hereunder to disclose to Us all facts and
information pertaining to the care, treatment and physical condition of
Member and render reports pertaining to same to Us upon request and
to permit copying of ·a· Member's records by us.

SELECTING OR CHANGING A PRIMARY CARE PHYSICIAN
[OR HEALTH CENTER)

When an Employee first obtains this coverage, the Employee and each
of the Employee's covered Dependents must select a Primary Care
Physician [or Health Center].

Members select a Primary Care Physician from Our [·Physician or·
Practitioners Directory); this choice is solely a Member's. However, We
cannot guarantee the availability of a particular doctor. If the Primary
Care Physician initially selected cannot accept additional patients, a
Member will be notified and given an opportunity to make another
Primary Care Physician selection.

[After initially selecting a Primary Care Physician, Members can trans­
fer to different Primary Care Physicians if the physician patient rela­
tionship becomes unacceptable. The member can select another Primary
Care Physician from Our [·Physician or· Practitioners Directory).

Transfer requests received within the first twenty-five (25) days of the
month will be effective the first day of the following month. If we receive
the request after the twenty-fifth (25th) day, then the change will be
effective the first day of the second month following the request.]

STATEMENTS
No statement will void the coverage, or be used in defense of a claim

under this Contract, unless it is contained in a writing signed by a
Member, and We furnish a copy to the Member or to the Member's
beneficiary.

All statements will be deemed representations and not warranties.

TERMINATION OF DEPENDENT COVERAGE
If an Employee fails to pay the cost of Dependent coverage, an

Employee's Dependent coverage will end. It will end on the last day
of the period for which the Employee made the required payments,
unless coverage ends earlier for other reasons.

A Dependent's coverage ends when the Dependent is no longer
eligible. This happens to a Child at 12:01 a.m. on the date he attains
the Contract's age limit, or marries, or when a step-child is no longer
dependent on the Employee for support and maintenance. It happens
to a Spouse when the marriage ends in legal divorce or annulment.

Also, Dependent coverage ends when the Employee's coverage ends.
Read this Contract carefully if Dependent coverage ends for any

reason. Dependents may have the right to continue certain benefits for
a limited time.

THE ROLE OF A MEMBER'S PRIMARY CARE PHYSICIAN
A Member's Primary Care Physician provides basic health

maintenance services and coordinates a Member's overall health care.
Anytime a Member needs medical care, the Member should contact his
or her Primary Care Physician and identify himself or herself as a
Member of this program.

In a Medical Emergency, a Member may go directly to the emergency
room. If a Member does, then the Member must call his or her Primary
Care Physician and Member Services within 48 hours. If a Member does
not call within 48 hours, We will provide services only if We Determine
that notice was given as soon as was reasonably possible.
[THE ROLE OF THE CARE MANAGER. The Care Manager will
manage a Member's treatment for a Mental or Nervous Disorder,
Substance Abuse, or Alcohol Abuse. A Member must contact the Care
Manager or the Member's Primary Care Physician when a Member needs
treatment for one of these conditions.]
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XI. CONTINUATION RIGHTS

COORDINATION AMONG CONTINUATION RIGHTS SECTIONS
As used in this section, COBRA means the Consolidated Omnibus

Budget Reconciliation Act of 1985 as enacted, and later amended.
A Member may be eligible to continue his or her group health benefits

under this Contract's COBRA CONTINUATION RIGHTS (CCR) section
and under other continuation sections of this Contract at the same time.

Continuation Under CCR and NEW JERSEY GROUP CONTINU­
ATION RIGHTS (NJGCR): If a Member is eligible to continue his or
her group health benefits under both this Contract's CCR and NJGCR
sections, he or she may elect to continue under CCR, but cannot continue
under NJGCR.

Continuation Under CCR and any other continuation section of this
Contract:

If a Member elects to continue his or her group health benefits under
both this Contract's CCR and any other continuation sections, the
continuations:

a. start at the same time;
b. run concurrently; and
c. end independently on their own terms.

When covered under more than one continuation section, the
Member:

a. will not be entitled to duplicate benefits; and
b. will not be subjected to the premium requirements of more than

one section at the same time.

AN IMPORTANT NOTICE ABOUT CONTINUATION RIGHTS
The following COBRA CONTINUATION RIGHTS section may not

apply to the Employer's plan. The Employee must contact his or her
Employer to find out if:

a. the Employer is subject to the COBRA CONTINUATION RIGHTS
section, and therefore;

b. the section applies to the Employee.

COBRA CONTINUATION RIGHTS

Important Notice
Under this section, "qualified continuee" means any person who, on

the day before any event which would qualify him or her for continuation
under this section, is covered for group health benefits under this
Contract as:

a. an active, covered Employee;
b. the spouse of an active, covered Employee; or
c. the Dependent child of an active, covered Employee. Any person

who becomes covered under this Contract during a continuation
provided by this section is not *a* qualified continuee.

If An Employee's Group Health Benefits Ends
If an Employee's group health benefits end due to his or her termina­

tion of employment or reduction of work hours, he or she may elect
to continue such benefits for up to 18 months, if:

a. he or she was not terminated due to gross misconduct; and
b. he or she is not entitled to Medicare.

The continuation:
a. may cover the Employee and any other qualified continuee; and
b. is subject to the When Continuation Ends section.

gxtra Continuation for Disabled Qualified Continuees
If a qualified continuee is determined to be disabled under Title II

Ir Title XVI of the Social Security Act on the date his or her group
lealth benefits would otherwise end due to the Employee's termination
)f employment or reduction of work hours, he or she may elect to extend
lis or her 18 month continuation period above for up to an extra 11
nonths.

To elect the extra 11 months of continuation, the qualified continuee
nust give the Employer written proof of Social Security's determination
,f his or her disability before the earlier of:

a. the end of the 18 month continuation period; and
b. 60 days after the date the qualified continuee is determined to

be disabled.
If, during this extra 11 month continuation period, the qualified con­

nuee is determined to be no longer disabled under the Social Security
<ct, he or she must notify the Employer within 30 days of such de­
:rmination, and continuation will end, as explained in the When Con­
nuation Ends section.
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An additional 50% of the total premium charge also may be required
from the Employee by the Employer during this extra 11 month continu­
ation period.

If An Employee Dies While Covered
If an Employee dies while covered, any qualified continuee whose

group health benefits would otherwise end may elect to continue such
benefits. The continuation can last for up to 36 months, subject to the
When Continuation Ends section.

If An Employee's Marriage Ends
If an Employee's marriage ends due to legal divorce or legal separa­

tion, any qualified continuee whose group health benefits would
otherwise end may elect to continue such benefits. The continuation can
last for up to 36 months, subject to the When Continuation Ends section.

If A Dependent Loses Eligibility
If a Dependent child's group health benefits end due to his or her

loss of dependent eligibility as defined in this Contract, other than the
Employee's coverage ending, he or she may elect to continue such
benefits. However, such Dependent child must be a qualified continuee.
The continuation can last for up to 36 months, subject to the When
Continuation Ends.

Concurrent Continuations
If a Dependent elects to continue his or her group health benefits

due to the Employee's termination of employment or reduction of work
hours, the Dependent may elect to extend his or her 18 month continu­
ation period to up to 36 months, if during the 18 month continuation
period, either:

a. the Dependent becomes eligible for 36 months of group health
benefits due to any of the reasons stated above; or

b. the Employee becomes entitled to Medicare.
The 36 month continuation period starts on the date the 18 month

continuation period started, and the two continuation periods will be
deemed to have run concurrently.

The Qualified Continuee's Responsibilities
A person eligible for continuation under this section must notify the

Employer, in writing, of:
a. the legal divorce or legal separation of the Employee from his or

her spouse; or
b. the loss of dependent eligibility, as defined in this Contract, of

an insured Dependent child.
Such notice must be given to the Employer within 60 days of either

of these events.

The Employer's Responsibilities
The Employer must notify the qualified continuee, in writing, of:
a. his right to continue this Contract's group health benefits;
b. the monthly premium he or she must pay to continue such benefits;

and
c. the times and manner in which such monthly payments must be

made.
Such written notice must be given to the qualified continuee within

14 days of:
a. the date a qualified continuee's group health benefits would

otherwise end due to the Employee's death or the Employee's
termination of employment or reduction of work hour; or

b. the date a qualified continuee notifies the Employer, in writing,
of the Employee's legal divorce or legal separation from his or
her spouse, or the loss of dependent eligibility of a covered Depen­
dent child.

The Employer's Liability

The Employer will be liable for the qualified continuee's continued
group health benefits to the same extent as, and in place of, [Carrier],
if:

a. the Employer fails to remit a qualified continuee's timely premium
payment to Us on time, thereby causing the qualified continuee's
continued group health benefits to end; or

b. the Employer fails to notify the qualified continuee of his or her
continuation rights, as described above.

Election of Continuation
To continue his or her group health benefits, the qualified continuee

must give the Employer written notice that he or she elects to continue.

NEW JERSEY REGISTER, MONDAY, NOVEMBER 15, 1993 (CITE 25 N..J.R. 5331)

You're viewing an archived copy from the New Jersey State Library.



INSURANCE

This must be done within 60 days of the date a qualified continuee
receives notice of his or her continuation rights from the Employer as
described above. And the qualified continuee must pay the first month's
premium in a timely manner.

The subsequent premiums must be paid to the Employer, by the
qualified continuee, in advance, at the times and in the manner specified
by the Employer. No further notice of when premiums are due will be
given.

The monthly premium will be the total rate which would have been
charged for the group health benefits had the qualified continuee stayed
insured under this Contract on a regular basis. It includes any amount
that would have been paid by the Employer. Except as explained in the
Extra Continuation for Disabled Qualified Continuees section, an ad­
ditional charge of two percent of the total premium charge may also
be required by the Employer.

If the qualified continuee fails to give the Employer notice of his or
her intent to continue, or fails to pay any required premiums in a timely
manner, he or she waives his or her continuation rights.

Grace in Payment of Premiums
A qualified continuee's premium payment is timely if, with respect

to the first payment after the qualified continuee elects to continue, such
payment is made no later than 45 days after such election. In all other
cases, such premium payment is timely if it is made within 31 days of
the specified date.

When Continuation Ends
A qualified continuee's continued group health benefits end on the

first of the following:
a. with respect to continuation upon the Employee's termination of

employment or reduction of work hours, the end of the 18 month
period which starts on the date the group health benefits would
otherwise end;

b. with respect to a disabled qualified continuee who has elected an
additional 11 months of continuation, the earlier of:

• the end of the 29 month period which starts on the date
the group health benefits would otherwise end; or

• the first day of the month which coincides with or next
follows the date which is 30 days after the date on which
a final determination is made that a disabled qualified con­
tinuee is no longer disabled under Title II or Title XVI of
the Social Security Act;

c. with respect to continuation upon the Employee's death, the
Employee'S legal divorce or legal separation, or the end of an
insured Dependent's eligibility, the end of the 36 month period
which starts on the date the group health benefits would otherwise
end'

d. with respect to a Dependent whose continuation is extended due
to the Employee's entitlement to Medicare, the end of the 36
month period which starts on the date the group health benefits
would otherwise end;

e. the date this Contract ends;
f. the end of the period for which the last premium payment is made;
g. the date he or she becomes covered under any other group health

plan which contains no limitation or exclusion with respect to any
Pre-Existing Condition of the qualified continuee;

h. the date he or she becomes entitled to Medicare.
A divorced spouse whose continued health benefits end as described

above may elect to convert some of these benefits to an individual
insurance policy. Read this Contract's Conversion Rights for Divorced
Spouses section for details.

NEW JERSEY GROUP CONTINUATION RIGHTS

Important Notice

If An Employee's Group Benefits End
If an Employee's health coverage end due to termination of employ­

ment for a reason other than for cause, or reduction of work hours to
below 25 hours per week, he or she may elect to continue such benefits
for up to 12 months, subject to the When Continuation Ends section.
At the Employee's option, he or she may elect to continue health
coverage for any of his or her then insured Dependents whose coverage
would otherwise end at this time. In order to continue health coverage
for his or her Dependents, the Employee must elect to continue health
coverage for himself or herself.

ADOPTIONS

What The Employee Must Do
To continue his or her health coverage, the Employee must send a

written request to the Employer within 30 days of the date of termination
of employment or reduction of work hours. The Employee must also
pay the first month's premium. The first premium payment must be made
within 30 days of the date the Employee elects continuation.

The subsequent premiums must be paid to the Employer, by the
Employee, in advance, at the times and in the manner We specify.

The monthly premium will be the total rate which would have been
charged for the small group benefits had the Employee stayed insured
under this Contract on a regular basis. It includes any amount that the
Employer would have paid. And an additional charge of 2% of the total
premium may be charged for the continued coverage.

If an Employee fails to give the Employer notice that he or she elects
to continue, or fails to make any premium payment in a timely manner,
he or she waives his or her continuation rights. All premium payments,
except the first, will be considered timely if they are made within 31
days of the specified due dates.

The Continued Coverage
The Employee's continued coverage will be identical to the coverage

he or she had when covered under this Contract on a regular basis. Any
modifications made under this Contract will apply to similarly situated
continuees. We do not ask for proof for insurability in order for an
Employee to continue.

When Continuation Ends
A Member's continued health coverage end on the first of the fol­

lowing:
a. the date which is 12 months from the date the small group benefits

would otherwise end;
b. the date the Member becomes eligible for Medicare;
c. the end of the period for which the last premium payment is made;
d. the date the Member becomes covered under another group

medical plan which contains no limitation or exclusion with respect
to any Pre-Existing Condition of the Member;

e. with respect to a Member who becomes covered under another
group medical plan which contains a limitation or exclusion with
respect to a Pre-Existing Condition of the Member, the date such
limitation or exclusion ends;

f. the date the Employer no longer provides any health benefit plans
for any of the Employer's Employees or their eligible Dependents;
or

g. with respect to a Dependent, the date he or she is no longer an
eligible Dependent as defined in this Contract.

A TOTALLY DISABLED EMPLOYEE'S RIGHT TO CONTINUE
GROUP HEALTH BENEFITS

If An Employee is Totally Disabled
An Employee who is Totally Disabled and whose group health benefits

end because his or her active employment or membership in an eligible
class ends due to that disability, can elect to continue his or her group
health benefits. But he or she must have been insured by this Contract
for at least three months immediately prior to the date his or her grouf
health benefits ends. The continuation can cover the Employee, and al
his or her option, his or her then insured Dependents.

How And When To Continue Coverage
To continue group health benefits, the Employee must give thl

Employer written notice that he or she elects to continue such benefits
And he or she must pay the first month's premium. This must be dom
within 31 days of the date his or her coverage under this Contract woule
otherwise end.

Subsequent premiums must be paid to the Employer monthly, iI
advance, at the times and in the manner specified by the Employer. Tho
monthly premium the Employee must pay will be the total rate charge(
for an active Full-Time Employee, insured under this Contract on ;
regular basis, on the date each payment is due. It includes any amoun
which would have been paid by the Employer.

We will consider the Employee's failure to give notice or to pay an:
required premium as a waiver of the Employee's continuation right!

If the Employer fails, after the timely receipt of the Employee'
payment, to pay Us on behalf of such Employee, thereby causing th,
Employee's coverage to end; then such Employer will be liable for th
Employee'S benefits, to the same extent as, and in place of, Us.
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When This Continuation Ends
These continued group health benefits end on the first of the following:
a. the end of the period for which the last payment is made, if the

Employee stops paying.
b. the date the Member becomes employed and eligible or covered

for similar benefits by another group plan, whether it be an insured
or uninsured plan;

c. the date this Contract ends or is amended to end for the class
of Employees to which the Employee belonged; or

d. with respect to a Dependent, the date he or she stops being an
eligible Dependent as defined in this Contract.

EMPLOYEE'S RIGHT TO CONTINUE GROUP HEALTH BENEFITS
DURING A FAMILY LEAVE OF ABSENCE

Important Notice
This section may not apply to an Employer's plan. The Employee must

contact his or her Employer to find out if:
• the Employer must allow for a leave of absence under

Federal law and, therefore
• the section applies to the Employee.

If An Employee's Group Health Coverage Ends
Group health coverage may end for an Employee because he or she

ceases Full-Time work due to an approved leave of absence. Such leave
of absence must have been granted to allow the Employee to care for
a sick family member or after the birth or adoption of a child. If so,
his or her medical care coverage will be continued. Dependents' in­
surance may also be continued. The Employee will be required to pay
the same share of premium as before the leave of absence.

When Continuation Ends
Insurance may continue until the earliest of:
a. the date the Employee returns to Full-Time work
b. the end of a total period of 12 weeks in any 12 month period,

or
c. the date on which the Employee's coverage would have ended had

the Employee not been on leave.

A DEPENDENT'S RIGHT TO CONTINUE GROUP HEALTH
BENEFITS

If an Employee dies, any of his or her Dependents who were insured
under this Contract may elect to continue coverage. Subject to the
)ayment of the payment of the required premium, coverage may be
:ontinued until the earlier of:

a. 180 days following the date of the Employee's death; or
b. the date the Dependent is no longer eligible under the terms of

this Contract.

:::ONVERSION RIGHTS FOR DIVORCED SPOUSES

F AN EMPLOYEE'S MARRIAGE ENDS
If an Employee's marriage ends by legal divorce or annulment, the

;roup health coverage for his or her former spouse ends. The former
pouse may convert to an individual policy during the conversion period.
~he former spouse may insure under his or her individual policy any
,f his or her Dependent children who were insured under this Contract
In the date the group health coverage ends. See exceptions below.

:xceptions
No former spouse may use this conversion right:

• unless he or she has been insured under this Contract for
at least 3 months;

• if he or she is eligible for Medicare;
• if it would cause him or her to be overinsured; or
[. if he or she permanently relocates outside the Service Area.]

This may happen if the spouse is covered or eligible for coverage
roviding similar benefits provided by any other plan, insured or not
lsured. We will determine if overinsurance exists using Our standards
lr overinsurance.

OW AND WHEN TO CONVERT
The conversion period means the 31 days after the date group health

lVerage ends. The former spouse must apply for the individual policy
writing and pay the first premium for such policy during the conversion
~riod. Evidence of insurability will not be required.
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THE CONVERTED CONTRACT
The individual policy will provide the medical benefits that We are

required to offer. The individual policy will take effect on the day after
group health coverage under this Contract ends.

After group health coverage under this Contract ends, the former
spouse and any children covered under the individual policy may still
be paid benefits under this Contract. If so, benefits to be paid under
the individual policy will be reduced by the amount paid or the
reasonable cash value of services provided under this Contract.

XII. RIGHT TO RECOVERY-THIRD PARTY LIABILITY

As used in this section:
"Covered Person" means an Employee or Dependent, including the

legal representative of a minor or incompetent, insured by this Contract.
"Reasonable pro-rata Expenses" are those costs such as lawyers fees

and court costs, incurred to effect a third party payment, expressed as
a percentage of such payment.

"Third Party" means anyone other than Us, the Employer or the
Covered Person.

If a Covered Person receives services or supplies from Us or makes
a claim to Us for benefits under this Contract prior to receiving payment
from a third party or its insurer, the Covered Person must agree, in
writing, to repay Us from any amount of money they receive from the
third party, or its insurer for an Illness or Injury.

We shall require the return of health benefits paid or the reasonable
cash value of all services and supplies arranged [or provided] for an
Illness or Injury, up to the amount a Covered Person receives for that
Illness or Injury through:

a. a third party settlement;
b. a satisfied judgment; or
c. other means.

We will only require such payment when the amounts received through
such settlement, judgment or otherwise, are specifically identified as
amounts paid for health benefits for which We have paid benefits or
arranged [or provided] services or supplies.

The repayment will be equal to the amount of benefits paid by Us
or the reasonable cash value of services and supplies arranged or
provided by Us. However, the Covered Person may deduct the
reasonable pro-rata expenses, incurred in effecting the third party pay­
ment from the repayment to Us.

The repayment agreement will be binding upon the Covered Person
whether:

a. the payment received from the third party, or its insurer, is the
result of a legal judgment, an arbitration award, a compromise
settlement, or any other arrangement, or

b. the third party, or its insurer, has admitted liability for the payment.
We will not pay any benefits under this Contract or arrange [or

provide] services and supplies to or on behalf of a Covered Person, who
has received payment in whole or in part from a third party, or its insurer
for past or future charges for an Illness or Injury, resulting from the
negligence, intentional act, or no-fault tort liability of a third party.

XIII. EFFECT OF MEDICARE ON THE COVERAGE

A. ELIGIBILITY PROVISIONS FOR MEMBERS AGE 65 OR MORE
WHO ARE ELIGIBLE FOR MEDICARE.

"Medicare" means Title XVIII (Health Insurance for the Aged and
Disabled) of the United States Social Security Act, as amended from
time to time.

"Part A of Medicare" means the program of Hospital Insurance for
the Aged and Disabled under Part A of Medicare.

A Member age 65 or more who is eligible for Part A of Medicare
may have this coverage as that person's primary benefit program,
pursuant to the Federal Age Discrimination in Employment Act, as
amended. The '[Group Health Care Coverage]' *coverage* for such
Member will continue only while the Member is meeting the following
conditions:

1. In the case of an Employee, the Employee is not retired.
2. In the case of a '[Qualified]' Dependent, the Member is the

'[Qualified]' Dependent of an Employee who meets condition (1)
above.

3. The Member has not elected Medicare, in writing, as the primary
benefit program.

NEW JERSEY REGISTER, MONDAY, NOVEMBER 15, 1993 (CITE 25 NJ.R. 5333)

You're viewing an archived copy from the New Jersey State Library.



INSURANCE

B. SPECIAL PROVISIONS FOR OTHER MEMBERS WHO ARE
ELIGIBLE FOR MEDICARE.

For a member who is eligible for Medicare and to whom section A
above does not apply, this coverage will continue only subject to the
following conditions:

1. The Member, if eligible, has enrolled in Parts A and B of Medicare.
2. The Member has completed such consents, releases, assignments

and other documents reasonably requested by Us to obtain or
assure Medicare reimbursements.

C. ·[BENEFITS]· ·SERVICES AND SUPPLIES·.
The "[benefits]" ·services and supplies· of this coverage provided to

Members are not designed to duplicate any benefit for which they are
enrolled and entitled under Medicare. All sums payable under Medicare
for services and supplies that are provided under this coverage will be
payable to, and retained by, Us.

EXHIBIT H

PART 1

RIDER FOR PRESCRIPTION DRUG INSURANCE

Policyholder:

Group Policy No:

Effective Date:
The Prescription Drug section of the COVERED CHARGES provision

of the HEALTH BENEFITS INSURANCE section is replaced with the
following:

"[[Carrier] covers drugs which require a Practitioner's prescription
which are obtained while confined as an Inpatient in a Facility. But
[Carrier] only covers drugs which are approved for treatment of the
Covered Person's Illness or Injury by the Food and Drug Administration.
In no event will [Carrier] pay for drugs labeled: "Caution-Limited by
Federal Law to Investigational Use". And [Carrier] excludes drugs that
can be bought without a prescription, even if a Practitioner orders
them.]"

This Prescription Drug insurance will pay benefits for covered drugs,
prescribed by a Practitioner. What [Carrier] pays and the terms of
payment are explained below.

DEFINITIONS
Brand Name Drugs mean:
a. drugs as determined by the Food and Drug Administration and

listed in the Forumulary of the State in which they are dispensed;
and

b. protected by the trademark registration of the pharmaceutical
company which produces them.

Generic Drugs mean:
a. therapeutically equivalent drugs, as determined by the Food and

Drug Administration and as listed in the Formulary of the State
in which they are dispensed;

b. drugs which are used unless the Practitioner prescribes a Brand
Name Drug; and

c. drugs which are identical to the Brand Name Drugs in strength
or concentration, dosage form and route of administration.

"[Mail Order Program means a program agreed to by [ABC] and a
Participating Pharmacy under which a Covered Person can obtain
Maintenance Drugs from a Participating Pharmacy by ordering the drugs
through the mail.]"

"[Maintenance Drug means only a Prescription Drug used for the
treatment of the following chronic medical conditions: chronic obstruc­
tive pulmonary disease; clotting disorders; congestive heart failure; cor­
onary artery disease (angina); diabetes (oral agents only), glaucoma;
hypertension; thyroid disease; seizure disorders.]"

Participating Pharmacy means a licensed and registered pharmacy
operated by [ABC] or with whom [ABC] has signed a pharmacy service
agreement.

Prescription Drug means:
a. Legend Drugs;
b. compound medications of which at least one ingredient is a Legend

Drug;
c. insulin; and
d. any other drug which by law may only be dispensed with a prescrip­

tion from a Practitioner.
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Legend Drugs means any drug which must be labeled: "Caution­
Federal Law prohibits dispensing without a prescription."

CO-PAYMENT
"[A Covered Person must pay the appropriate Co-Payment shown

below for each Prescription Drug each time it is dispensed by a Participat­
ing Pharmacy. The Co-Payment must be paid before the Policy pays any
benefit for the Prescription Drug. The Co-Payment for each prescription
or refill which is not obtained through the Mail Order Program is:]"

• for Generic Drugs $5.00
• for Brand Name Drugs $10.00

The Co-Payment for each prescription or refill which is obtained
through the Mail Order Program is:

• for Generic Drug None
• for Brand Name Drugs $5.00

. "[After the Co-Payment is paid, [Carrier] will pay the Covered Charge
In excess of the Co-Payment for each Prescription Drug dispensed by
a Participating Pharmacy while the Covered Person is insured. What
[Carrier] pays is subject to all the terms of the Policy.]"

COVERED DRUGS
The Policy only pays benefits for Prescription Drugs which are:
a. prescribed by a Practitioner (except for insulin);
b. "[dispensed by a participating Pharmacy;]" ·(Reserved) and·
c. needed to treat an Illness or Injury .or Mental and Nervous

Conditions and Substance Abuse·; "[and
d. accepted as safe and effective by the health community.]"

Such charges will not include charges made for more than:
a. the greater of a 30 day supply or 100 unit doses for each prescrip­

tion or refill which is not obtained through the Mail Order Pro­
gram;

b. "[a 90 day supply of a Maintenance Drug obtained through the
Mail Order Program; and]" ·(Reserved)·

c. the amount usually prescribed by the Covered Person's Practi­
tioner.

A charge will be considered to be incurred at the time the Prescription
Drug is received.

POLICYHOLDER LIABILITY
The Policyholder will be liable to [Carrier] for any Prescription Drug

benefit paid to a person after his insurance ends, except as stated in
the Extended Health Benefit section of the Policy.

EXCLUSIONS
[Carrier] will not pay for any of the following:
a. Charges to administer a Prescription Drug.
b. Charges for:

• immunization agents
• biological sera
• blood or blood plasma.

c. Charges for a Prescription Drug which is:
• labeled "Caution-limited by Federal Law to investigationa

use"; or
• experimental.

d. Charges for refills in excess of that specified by the prescribinl
Practitioner.

e. Charges for refills dispensed after one year from the original dati
of the prescription.

f. Charges for drugs, except insulin, which can be obtained legaU
without a Practitioner's prescription. .

g. Charges for a Prescription Drug which is to be taken by or givei
to the Covered Person, in whole or in part, while confined in

• a Hospital
• a rest home
• a sanitarium
• an Extended Care Facility
• a Substance Abuse Center
• an alcohol abuse or mental health center
• a convalescent home
• a nursing home

or similar institution
h. Charges for:

• therapeutic devices or appliances
• hypodermic needles
• syringes
• support garments
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ADOPTIONS

and other non-medical substances, regardless of their intended use.
i. Charges for vitamins, except Legend Drug vitamins.
j. Charges for drugs containing nicotine or other smoking deterrent

medication.
k. Charges for topical dental Fluorides.

*1. Charges for any drug used in connection with baldness.*
*[l.]**m.* Charges for drugs needed due to conditions caused, direct-

ly or indirectly, by a Covered Person taking part in a riot
or other civil disorder; or the Covered Person taking part
in the commission of a felony.

*[m.]**n.* Charges for drugs needed due to conditions caused, direct­
ly or indirectly, by declared or undeclared war or an act
of war.

*[n.]**o.* Charges for drugs dispensed to a Covered Person while
on active duty in any armed force.

*[o.]**p.* Charges for drugs for which there is no charge. This usually
means drugs furnished by the Covered Person's employer,
labor union, or similar group in its medical department or
clinic; a Hospital or clinic owned or run by any government
body; or any public program, except Medicaid, paid for or
sponsored by any government body. But, if a charge is
made, and [Carrier] is legally required to pay it, [Carrier]
will.

*[p.]**q.* Charges for drugs needed due to an on-the-job or job­
related Injury or Illness; or conditions for which benefits
are payable by Workers' Compensation, or similar laws.

This rider is part of the Policy. Except as stated above, nothing in
this rider changes or affects any other terms of the Policy.

[Carrier should insert Standard Rider Closure.]

EXHIBIT H

PART 2

RIDER FOR PRESCRIPTION DRUG INSURANCE

Policyholder:

Group Policy No:

Effective Date:

The Prescription Drug section of the COVERED CHARGES provision
of the HEALTH BENEFITS INSURANCE section is replaced with the
following:

*[[Carrier] covers drugs which require a Practitioner's prescription
which are obtained while confined as an Inpatient in a Facility. But
[Carrier] only covers drugs which are approved for treatment of the
Covered Person's Illness or Injury by the Food and Drug Administration.
In no event will [Carrier] pay for drugs labeled: "Caution-Limited by
Federal Law to Investigational Use". And [Carrier] excludes drugs that
can be bought without a prescription, even if a Practitioner orders
them.)'

This Prescription Drug insurance will pay benefits for covered drugs,
prescribed by a Practitioner: What [Carrier] pays and the terms of
payment are explained below.

DEFINITIONS
Brand Name Drugs mean:
a. drugs as determined by the Food and Drug Administration and

listed in the Formulary of the State in which they are dispensed;
and

b. protected by the trademark registration of the pharmaceutical
company which produces them.

Generic drugs mean:
a. therapeutically equivalent drugs, as determined by the Food and

Drug Administration and as listed in the Formulary of the State
in which they are dispensed;

b. drugs which are used unless the Practitioner prescribes a Brand
Name Drug; and

c. drugs which are identical to the Brand Name Drugs in strength
of concentration, dosage form and route of administration.

Participating Pharmacy means a licensed and registered pharmacy
Jperated by [ABC] or with whom [ABC] has signed a pharmacy service
19reement.

INSURANCE

Prescription Drug means:
a. Legend Drugs;
b. compound medications of which at least one ingredient is a Legend

Drug;
c. insulin; and
d. any other drug which by law may only be dispensed with a prescrip­

tion from a Practitioner.
Legend Drugs means any drug which must be labeled: "Caution­

Federal Law prohibits dispensing without a prescription."

CO-PAYMENT
A Covered Person must pay the appropriate Co-Payment shown below

for each Prescription Drug each time it is dispensed by a Participating
Pharmacy. The Co-Payment must be paid before the Policy pays any
benefit for the Prescription Drug. The Co-Payment for each prescription
or refill is:

• for Generic Drugs $5.00
• for Brand Name Drugs $10.00

After the Co-Payment is paid, [Carrier] will pay the Covered Charge
in excess of the Co-Payment for each Prescription Drug dispensed by
a Participating Pharmacy while the Covered Person is insured. What
[Carrier] pays is subject to all the terms of the Policy.

COVERED DRUGS
The Policy only pays benefits for Prescription Drugs which are:
a. prescribed by a Practitioner (except for insulin);
b. dispensed by a Participating Pharmacy; *and*
c. needed to treat an Illness or Injury *or Mental and Nervous

Conditions and Substance Abuse**[; and
d. accepted as safe and effective by the health community.]*

Such charges will not include charges made for more than:
a. the greater of a 30 day supply or 100 unit doses; and
b. the amount usually prescribed by the Covered Person's Practi­

tioner.
A charge will be considered to be incurred at the time the Prescription

Drug is received.

POLICYHOLDER LIABILITY
The Policyholder will be liable to [Carrier] for any Prescription Drug

benefit paid to a person after his insurance ends, except as stated in
the Extended Health Benefit section of the Policy.

EXCLUSIONS
[Carrier] will not pay for any of the following:
a. Charges to administer a Prescription Drug.
b. Charges for:

• immunization agents
• biological sera
• blood or blood plasma.

c. Charges for a Prescription Drug which is:
• labeled "Caution-limited by Federal Law to investigational

use"; or
• experimental.

d. Charges for refills in excess of that specified by the prescribing
Practitioner.

e. Charges for refills dispensed after one year from the original date
of the prescription.

f. Charges for drugs, except insulin, which can be obtained legally
without a Practitioner's prescription.

g. Charges for a Presciption Drug which is to be taken by or given
to the Covered Person, in whole or in part, while confined in:

• a Hospital
• a rest home
• a sanitarium
• an Extended Care Facility
• a Substance Abuse Center
• an alcohol abuse or mental health center
• a convalescent home
• a nursing home

or similar institution.
h. Charges for:

• therapeutic devices or appliances
• hypodermic needles
• syringes
• support garments

and other non-medical substances, regardless of their intended use.
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INSURANCE

i. Charges for vitamins, except Legend Drug vitamins.
j. Charges for drugs containing nicotine or other smoking deterrent

medication.
k. Charges for topical dental Fluorides.

*1. Charges for any drug used in connection with baldness.*
"[l.]"*m.* Charges for drugs needed due to conditions caused, direct-

ly or indirectly, by a Covered Person taking part in a riot
or other civil disorder; or the Covered Person taking part
in the commission of a felony.

"[m.]"*n.* Charges for drugs needed due to conditions caused, direct­
ly or indirectly, by declared or undeclared war or an act
of war.

"[n.]"*o.* Charges for drugs dispensed to a Covered Person while
on active duty in any armed force.

"[o.]"*p.* Charges for drugs for which there is no charge. This usually
means drugs furnished by the Covered Person's employer,
labor union, or similar group in its medical department or
clinic; a Hospital or clinic owned or run by any government
body; or any public program, except Medicaid, paid for or
sponsored by any government body. But, if a charge is
made, and [Carrier] is legally required to pay it, [Carrier]
will.

"[p.]"*q.* Charges for drugs needed due to an on-the-job or job­
related Injury or Illness; or conditions for which benefits
are payable by Workers' Compensation, or similar laws.

This rider is part of the Policy. Except as stated above, nothing in
this rider changes or affects any other terms of the Policy.

[Carrier should insert Standard Rider Closure.]

EXHIBIT H

PART 3

RIDER FOR PRESCRIPTION DRUG INSURANCE

Policyholder:

Group Policy No:

Effective Date:

The Prescription Drug section of the COVERED CHARGES provision
of the HEALTH BENEFITS INSURANCE section is replaced with the
fonowing:

"[[Carrier] covers drugs which require a Practitioner's prescription
which are obtained while confined as an Inpatient in a Facility. But
[Carrier] only covers drugs which are approved for treatment of the
Covered Person's Illness or Injury by the Food and Drug Administration.
In no event will [Carrier] pay for drugs labeled: "Caution-Limited by
Federal Law to Investigational Use". And [Carrier] excludes drugs that
can be bought without a prescription, even if a Practitioner orders
them.]"

This Prescription Drug insurance will pay benefits for covered drugs,
prescribed by a Practitioner. What [Carrier] pays and the terms of
payment are explained below.

DEFINITIONS
Brand Name Drugs mean:
a. drugs as determined by the Food and Drug Administration and

listed in the Formulary of the State in which they are dispensed;
and

b. protected by the trademark registration of the pharmaceutical
company which produces them.

Generic drugs mean:
a. therapeutically equivalent drugs, as determined by the Food and

Drug Administration and as listed in the Formulary of the State
in which they are dispensed;

b. drugs which are used unless the Practitioner prescribes a Brand
Name Drug; and

c. drugs which are identical to the Brand Name Drugs in strength
or concentration, dosage form and route of administration.

"[Mail Order Program means a program agreed to by [ABC] and a
Participating Pharmacy under which a Covered Person can obtain
Maintenance Drugs from a Participating Pharmacy by ordering the drugs
through the mail.]"

"[Maintenance Drug means only a Prescription Drug used for the
treatment of the fonowing chronic medical conditions: chronic obstruc-

ADOPTIONS

tive pulmonary disease; clotting disorders; congestive heart failure; cor­
onary artery disease (angina); diabetes (oral agents only), glaucoma;
hypertension; thyroid disease; seizure disorders.]"

"[Participating Pharmacy means a licensed and registered pharmacy
operated by [ABC] or with whom [ABC] has signed a pharmacy service
agreement.]"

Prescription Drug means:
a. Legend Drugs
b. compound medications of which at least one ingredient is a Legend

Drug;
c. insulin; and
d. any other drug which by law may only be dispensed with a prescrip­

tion from a Practitioner.
Legend Drugs means any drug which must be labeled: "Caution­

Federal Law prohibits dispensing without a prescription."

CO-PAYMENT
"[A Covered Person must pay the appropriate Co-Payment shown

below for each Prescription Drug each time it is dispensed by a Participat­
ing Pharmacy. The Co-Payment must be paid before the Policy pays any
benefit for the Prescription Drug. The Co-Payment for each prescription
or refill is:]"

• for Generic Drugs None
• for Brand Name Drugs $5.00

"[After the Co-Payment is paid, [Carrier] will pay the Covered Charge
in excess of the Co-Payment for each Prescription Drug dispensed by
a Participating Pharmacy while the Covered Person is insured. What
[Carrier] pays is subject to all the terms of the Policy.]"

COVERED DRUGS
The Policy only pays benefits for Prescription Drugs which are:
a. prescribed by a Practitioner (except for insulin);
b. "[dispensed by a Participating Pharmacy for take-home use;]"

*(Reserved); and*
c. needed to treat an Illness or Injury *or Mental and Nervous

Conditions and Substance Abuse*"[; and
d. accepted as safe and effective by the health community.]"

Such charges will not include charges made for more than:
a. "[a 90 day supply of a Maintenance Drug obtained through the

Mail Order Program; and]" *(Reserved)*
b. the amount usually prescribed by the Covered Person's Practi­

tioner.
A charge will be considered to be incurred at the time the Prescription

Drug is received.

POLICYHOLDER LIABILIlY
The Policyholder will be liable to [Carrier] for any Prescription Drug

benefit paid to a person after his insurance ends, except as stated in
the Extended Health Benefit section of the Policy.

EXCLUSIONS
[Carrier] will not pay for any of the following:
a. Charges to administer a Prescription Drug.
b. Charges for:

• immunization agents
• biological sera
• blood or blood plasma.

c. Charges for a Prescription Drug which is:
• labeled "Caution-limited by Federal Law to investigational

use"; or
• experimental.

d. Charges for refills in excess of that specified by the prescribing
Practitioner.

e. Charges for refills dispensed after one year from the original date
of the prescription.

f. Charges for drugs, except insulin, which can be obtained legally
without a Practitioner's prescription.

g. Charges for a Prescription Drug which is to be taken by or given
to the Covered Person, in whole or in part, while confined in:

• a Hospital
• a rest home
• a sanitarium
• an Extended Care Facility
• a Substance Abuse Center
• an alcohol abuse or mental health center
• a convalescent home
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or
None
100%

or
None
100%

ADOPTIONS

• a nursing home
or similar institution.

h. Charges for:
• therapeutic devices or appliances
• hypodermic needles
• syringes
• support garments

and other non-medical substances, regardless of their intended use.
i. Charges for vitamins, except Legend Drug vitamins.
j. Charges for drugs containing nicotine or other smoking deterrent

medication.
k. Charges for topical dental Fluorides.

*1. Charges for any drug used in connection with baldness.*
*[I.]**m.* Charges for drugs needed due to conditions caused, direct-

ly or indirectly, by a Covered Person taking part in a riot
or other civil disorder; or the Covered Person taking part
in the commission of a felony.

*[m.]**n.* Charges for drugs needed due to conditions caused, direct­
ly or indirectly, by declared or undeclared war or an act
of war.

*[n.]**o.* Charges for drugs dispensed to a Covered Person while
on active duty in any armed force.

*[o.]**p.* Charges for drugs for which there is no charge. This usually
means drugs furnished by the Covered Person's employer,
labor union, or similar group in its medical department or
clinic; a Hospital or clinic owned or run by any government
body; or any public program, except Medicaid, paid for or
sponsored by any government body. But, if a charge is
made, and [Carrier] is legally required to pay it, [Carrier]
will.

*[p.]**q.* Charges for drugs needed due to an on-the-job or job­
related Injury or Illness; or conditions for which benefits
are payable by Workers' Compensation, or similar laws.

This rider is part of the Policy. Except as stated above, nothing in
this rider changes or affects any other terms of the Policy.

[Carrier should insert Standard Rider Closure.]

EXHIBIT I

RIDER FOR MENTAL AND NERVOUS CONDITIONS AND
SUBSTANCE ABUSE BENEFITS

Policyholder:

Group Policy No:

Effective Date:

The Mental and Nervous Conditions and Substance Abuse section of
the COVERED CHARGES WITH SPECIAL LIMITATIONS provision
of the HEALTH BENEFITS INSURANCE section of the Policy is
replaced with the following.

The Co-Payment, Cash Deductible, Co-Insurance and Co-Insurance
cap provisions of this Rider are independent of similar provisions of the
Health Benefits section of the Policy. Charges incurred for the treatment
of Mental and Nervous Conditions and Substance Abuse must be con­
sidered under the terms of this Rider and cannot be considered under
the Health Benefits section of the Policy.

PRE-CERTIFICATION REQUIREMENTS
The Covered Person must notify [XYZ] whenever he or she requires

Inpatient or Outpatient care or treatment of Mental and Nervous Con­
ditions or Substance Abuse. [XYZ], a health care review organization,
reviews and precertifies all mental health and Substance Abuse treatment
on [Carrier's] behalf. The times and manner in which [XYZ] must be
notified are described below. If the Covered Person does not comply
with these requirements, [Carrier] *[reduces what it]* *will not* pay*[s]*
for *the* care and treatment of Mental and Nervous conditions and
Substance Abuse *[as a penalty]*. See the Penalty for Non-Compliance
with Pre-Certification Requirements section of this Rider.

NON-EMERGENCY SITUATIONS
All non-emergency care or treatment must be reviewed by [XYZ]

before it occurs. The Covered Person or his or her Practitioner must
notify [XYZ] and request a review. They may do this by calling the [XYZ]
24 hour toll-free number that is listed [in the Covered Person's
materials].

INSURANCE

EMERGENCY SITUATIONS
In an emergency situation, [XYZ] must be notified within [24 hours]

of care or treatment. But, if the Covered Person or his or her Practitioner
is unable to call [XYZ] in the allotted amount of time, the Covered
Person or his or her Practitioner must call [XYZ] as soon as reasonably
possible.

Emergency means an Illness or Injury that requires a Covered Person
to seek immediate Medically Necessary and Appropriate care or treat­
ment under circumstances or at locations which reasonably preclude the
Covered Person from obtaining care from an [XYZ] referred provider.

In both emergency and non emergency situations, when [XYZ] re-
ceives the notice and request for utilization review, they evaluate:

a. the Medical Necessity and Appropriateness;
b. the type of service involved;
c. the appropriate level of care required; and
d. the length of treatment.

Upon evaluation, [XYZ] will develop a treatment plan and refer the
Covered Person to a specific mental health provider. [XYZ] may
substitute alternate forms of care in lieu of inpatient care.

BENEFITS FOR MENTAL AND NERVOUS CONDITIONS AND
SUBSTANCE ABUSE

[Carrier] will pay benefits for the Covered Charges a Covered Person
incurs for the treatment of Mental and Nervous Conditions and
Substance Abuse, as described below.

Co-Insurance
The Co-Insurance listed below is the percentage of a Covered Charge

that the Covered Person must pay to a provider.
For Inpatient services certified *as medically
clinically necessary* by [XYZ]
For Inpatient services not certified by [XYZ]
For Outpatient services certified *as medically
clinically necessary* by [XYZ]
For Outpatient services not certified by [XYZ]

Co-Payments
Each Covered Person must pay a Co-Payment of *[*$150*]* for each

day of Inpatient care up to a maximum of *[*$750*]* per confinement,
subject to a maximum of *[*$1,500*]* Co-Payment per Calendar Year.

Each Covered Person must pay a Co-Payment of [$15] to the [XYZ]
referred provider for each Outpatient visit. [Carrier] pays benefits for
Outpatient Covered Charges in excess of the Co-Payment, less any
applicable Co-Insurance.

Benefit Limits
Under this rider, [Carrier] only covers:
a. 30 days of Inpatient care per Calendar year; and
b. 20 Outpatient visits per Calendar year.

Each one day of Inpatient care may be exchanged for 2 Outpatient
visits.

PENALTY FOR NON-COMPLIANCE WITH PRE-CERTIFICATION
REQUIREMENTS

*[As a penalty for non-compliance with pre-certification requirements,
[Carrier] reduces what it pays for Covered Charges to 50% of what it
would otherwise pay if:]*

a. the Covered Person does not request a review in the times and
manner described above;

b. the Covered Person's treatment does not comply with the treat­
ment plan;

c. the Covered Person goes to a provider whose services were not
referred by [XYZ]; or

d. [XYZ] does not confirm the need for such care or treatment.

APPEALS PROCEDURE
*[*If the Covered Person or his or her attending Practitioner does

not agree with the outcome of the [XYZ] review, the case will be
immediately referred to a [XYZ] Practitioner who will discuss the case
directly with the attending Practitioner. If an agreement is not reached,
the case will be internally reviewed by a staff psychiatrist who may request
that a local case manager see the Covered Person, or may discuss the
case again with the attending Practitioner. This may involve a visit to
the Facility in question and a clinical interview with the Covered Person
and/or the family. If there is not agreement at that time, the Covered
Person may appeal directly to [Carrier].*]*
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INSURANCE

This rider is part of the Policy. Except as stated above, nothing in
this rider changes or affects any other terms of the Policy.

[Carrier should insert Standard Rider Closure.]

EXHIBIT J

PART 1

RIDER FOR PRESCRIPTION DRUG COVERAGE

Contract Holder:

Group Contract No:

Effective Date:
The Prescription Drug section of the Covered Services and Supplies

Section of the HMO Contract is replaced with the following:
We cover drugs which require a Participating Provider's prescription

which are obtained while confined as an Inpatient. But We only cover
drugs which are approved for treatment of the Member's Illness or Injury
*or Mental or Nervous Condition* by the Food and Drug Adminis­
tration. In no event will We '[pay]' *provide [or arrange]* for drugs
labeled: "Caution-limited by Federal Law to Investigational Use". And
We do not cover drugs that can be obtained without a prescription, even
if a Participating Provider orders them.

This Prescription Drug Coverage will provide benefits for covered
drugs, prescribed by a Participating Provider. What We arrange [or
provide] and the terms of the coverage are explained below.

DEFINmONS

Brand Name Drugs mean:
a. drugs as determined by the Food and Drug Administration and

as listed in the Formulary of the State in which they are dispensed;
*and*

b. protected by the trademark registration of the pharmaceutical
company which produces them.

Generic Drugs mean:
a. therapeutically equivalent drugs, as determined by the Food and

Drug Administration and as listed in the Formulary of the State
in which they are dispensed:

b. drugs which are used unless the Participating Provider prescribes
a Brand Name Drug; and

c. drugs which are identical to the Brand Name Drugs in strength
or concentration, dosage form and route of administration.

Mail Order Program means a program '[agreed to by [ABC] and a
Participating Pharmacy]' under which a Member can obtain
'[Maintenance]' Drugs from a Participating Pharmacy by ordering the
drugs through the mail.

Maintenance Drug means only a Prescription Drug used for the
treatment of the following chronic medical conditions'[: chronic obstruc­
tive pulmonary disease; clotting disorders; congestive heart failure; cor­
onary artery disease (angina); diabetes (oral agents only), glaucoma;
hypertension; thyroid disease; seizure disorders]'.

Participating Pharmacy means a licensed and registered pharmacy
operated by [ABC] or with whom [ABC] has signed a pharmacy service
agreement.

Prescription Drug means:
a. Legend Drugs
b. compound medications of which at least one ingredient is a Legend

Drug;
c. insulin; and
d. any other drug which by law may only be dispensed with a prescrip­

tion from a Participating Provider.
Legend Drugs means any drug which must be labeled: "Caution­

Federal Law prohibits dispensing without a prescription."

Copayment
A Member must pay the appropriate Copayment shown below for each

Prescription Drug each time it is dispensed by a Participating Pharmacy.
The Copayment must be paid before the Contract provides any benefit
for the Prescription Drug. The Copayment for each prescription or refill
which is not obtained through the Mail Order Program is:

• for Generic Drugs $5.00
• for Brand Name Drugs $10.00

ADOPTIONS

The Copayment for each prescription or refill which is obtained
through the Mail Order Program is:

• for Generic Drugs None
• for Brand Name Drugs $5.00

After the Copayment is paid, We will provide the Prescription Drug.
The Prescription Drugs which are covered are subject to all the terms
of the Contract.

COVERED DRUGS
The Contract only provides benefits for Prescription Drugs which are:
a. prescribed by a Participating Provider (except for insulin)
b. dispensed by a Participating Pharmacy; *and*
c. needed to treat an Illness or Injury *or Mental or Nervous Con­

dition*'[; and
d. accepted as safe and effective by the health community]'.

Such prescription or refill will not include a prescription or refill that
is more than:

a. the greater of a 30 day supply or 100 unit doses for each prescrip­
tion or refill which is not obtained through the Mail Order Pro­
gram;

b. a 90 day supply of a Maintenance Drug obtained through the Mail
Order Program; and

c. the amount usually prescribed by the Member's Participating
Provider.

A supply will be considered to be furnished at the time the Prescription
Drug is received.

Contract Holder Liability
The Contract Holder will be liable to Us for the cost of any Prescrip­

tion Drug provided to a person after his or her coverage ends, except
as stated in the Extended Healtb Benefit section of the Contract.

NON-COVERED SERVICES AND SUPPLIES
We will not provide for any of the following Services or Supplies:
a. Administration of a Prescription drug.
b. Immunization agents.
c. Biological sera.
d. Blood or Blood Plasma.
e. Prescription Drugs labeled "Caution-limited by Federal Law to

investigational use" or experimental.
f. Refills in excess of the amount specified by the prescribing

Participating Provider.
g. Refills dispensed after one year from the original date of the

prescription.
h. Drugs, except insulin, which can be obtained legally without a

Participating Provider's prescription.
i. Prescription Drugs which are taken by or given to a Member, in

whole or in part, while confined in:
• a Hospital
• a rest home
• a sanitarium
• a Skilled Nursing Center
• a Substance Abuse Center
• an alcohol abuse or mental health center
• a convalescent home
• a nursing home

or similar institution
j. Therapeutic devices or appliances, hypodermic needles, syringes,

support garments and other non-medical substances, regardless of
their intended use.

k. Vitamins, except for Legend Drug vitamins.
I. Drugs containing nicotine or other smoking deterrent medication.

m. Topical dental Fluorides.
n. Drugs needed due to conditions caused, directly or indirectly, by

a Member taking part in a riot or other civil disorder; or the
Member taking part in the commission of a felony.

o. Drugs needed due to conditions caused directly or indirectly, by
declared or undeclared war or an act of war.

p. Drugs dispensed to a Member while on active duty in any armed
force.

q. Drugs for which there is no charge. This usually means drugs
furnished by the Member's employer, labor union, or similar group
in its medical department or clinic; a Hospital or clinic owned or
run by any government body; or any public program, except
Medicaid, paid for or sponsored by any government body. But if
a charge is made, and We are legally required to pay it, We will.
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ADOPTIONS

r. Drugs needed due to an on-the-job related Injury or Illness *or
Mental or Nervous Condition*; or conditions for which benefits
are payable by Worker's Compensation, or similar laws.

This rider is part of the Contract. Except as stated above, nothing
in this rider changes or affects any other terms of the Contract.

[Carrier should insert Standard Rider]

EXHIBIT J

PART 2

RIDER FOR PRESCRIPTION DRUG COVERAGE

Contract Holder:

Group Contract No:

Effective Date:
The Prescription Drug section of the Covered Services and Supplies

Section of the HMO Contract is replaced with the following:
We cover drugs which require a Participating Provider's prescription

which are obtained while confined as an Inpatient. But We only cover
drugs which are approved for treatment of the Member's Illness or Injury
*or Mental or Nervous Condition* by the Food and Drug Adminis­
tration. In no event will We '[pay]' *provide [or arrange]* for drugs
labeled: "Caution-limited by Federal Law to Investigational Use". And
We do not cover drugs that can be obtained without a prescription, even
if a Participating Provider orders them.

This Prescription Drug Coverage will provide benefits for covered
drugs, prescribed by a Participating Provider. What We arrange [or
provide] and the terms of the coverage are explained below.

DEFINITIONS

Brand Name Drugs mean:
a. drugs as determined by the Food and Drug Administration and

as listed in the Formulary of the State in which they are dispensed;
*and*

b. protected by the trademark registration of the pharmaceutical
company which produces them.

Generic Drugs mean:
a. therapeutically equivalent drugs, as determined by the Food and

Drug Administration and as listed in the Formulary of the State
in which they are dispensed;

b. drugs which are used unless the Participating Provider prescribes
a Brand Name Drug; and

c. drugs which are identical to the Brand Name Drugs in strength
or concentration, dosage form and route of administration.

Participating Pharmacy means a licensed and registered pharmacy
operated by [ABC] or with whom [ABC] has signed a pharmacy service
agreement.

Prescription Drug means:
a. Legend Drugs;
b. compound medications of which at least one ingredient is a Legend

Drug;
c. insulin; and
d. any other drug which by law may only be dispensed with a prescrip­

tion from a Participating Provider.
Legend Drugs means any drug which must be labeled: "Caution­

Federal Law prohibits dispensing without a prescription."

Copayment
A Member must pay the appropriate Copayment shown below for each

Prescription Drug each time it is dispensed by a Participating Pharmacy.
The Copayment must be paid before the Contract provides any benefit
for the Prescription Drug. The Copayment for each prescription or refill
is:

• for Generic Drugs $5.00
• for Brand Name Drugs $10.00

After the Copayment is paid, We will provide the Prescription Drug.
The Prescription Drugs which are covered are subject to all the terms
of the Contract.

COVERED DRUGS
The Contract only provides benefits for Prescription Drugs which are:
a. prescribed by a Participating Provider (except for insulin);
b. dispensed by a Participating Pharmacy; *and*

INSURANCE

c. needed to treat an Illness or Injury *or Mental or Nervous Con­
dition*' [; and

d. accepted as safe and effective by the health community]'.
Such prescription or refill will not include a prescription or refill that

is more than amount usually prescribed by the Member's Participating
Provider.

A supply will be considered to be furnished at the time the Prescription
Drug is received.

Contract Holder Liability
The Contract Holder will be liable to Us for the cost of any Prescrip­

tion Drug provided to a person after his or her coverage ends'[, except
as stated in the Extended Health Benefit section of the Contract]'.

NON-COVERED SERVICES AND SUPPLIES
We will not provide for any of the following Services or Supplies:
a. Administration of a Prescription drug.
b. Immunization agents.
c. Biological sera.
d. Blood or Blood Plasma.
e. Prescription Drugs labeled "Caution-limited by Federal Law to

investigational use" or experimental.
f. Refills in excess of the amount specified by the prescribing

Participating Provider.
g. Refills dispensed after one year from the original date of the

prescription.
h. Drugs, except insulin, which can be obtained legally without a

Participating Provider's prescription.
i. Prescription Drugs which are taken by or given to a Member, in

whole or in part, while confined in:
• a Hospital
• a rest home
• a sanitarium
• a Skilled Nursing Center
• a Substance Abuse Center
• an alcohol abuse or mental health center
• a convalescent home
• a nursing home

or similar institution
j. Therapeutic devices or appliances, hypodermic needles, syringes,

support garments and other non-medical substances, regardless of
their intended use.

k. Vitamins, except for Legend Drug vitamins.
I. Drugs containing nicotine or other smoking deterrent medication.

m. Topical dental Fluorides.
n. Drugs needed due to conditions caused, directly or indirectly, by

a Member taking part in a riot or other civil disorder; or the
Member taking part in the commission of a felony.

o. Drugs needed due to conditions caused directly or indirectly, by
declared or undeclared war or an act of war.

p. Drugs dispensed to a Member while on active duty in any armed
force.

q. '[Drugs for which there is no charge. This usually means drugs]'
*Drugs* furnished by the Member's employer, labor union, or
similar group in its medical department or clinic; a Hospital or
clinic owned or run by any government body; or any public pro­
gram, except Medicaid, paid for or sponsored by any government
body. But if a charge is made, and We are legally required to pay
it, We will.

r. Drugs needed due to an on-the-job related Injury or Illness *or
Mental or Nervous Condition*; or conditions for which benefits
are payable by Worker's Compensation, or similar laws.

This rider is part of the Contract. Except as stated above, nothing
in this rider changes or affects any other terms of the Contract.

[Carrier should insert Standard Rider]
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INSURANCE

EXHIBIT J

PART 3

RIDER FOR PRESCRIPTION DRUG COVERAGE

Contract Holder:

Group Contract No:

Effective Date:
~e Prescription Drug section of the Covered Services and Supplies

SectIOn of the HMO Contract is replaced with the following:
We cover drugs which require a Participating Provider's prescription

which are obtained while confined as an Inpatient. But We only cover
drugs which are approved for treatment of the Member's Illness or Injury
*or Mental or Nervous Condition* by the Food and Drug Adminis­
tration. In no event will We *[pay]* *provide [or arrange]* for drugs
labeled: "Caution-limited by Federal Law to Investigational Use". And
We do not cover drugs that can be obtained without a prescription even
if a Participating Provider orders them. '

This Prescription Drug Coverage will provide benefits for covered
drug~, prescribed by a Participating Provider. What We arrange [or
provide] and the terms of the coverage are explained below.

DEFINITIONS

Brand Name Drugs mean:
a. drugs as determined by the Food and Drug Administration and

as listed in the Formulary of the State in which they are dispensed;
*and*

b. protected by the trademark registration of the pharmaceutical
company which produces them.

Generic Drugs mean:
a. therapeutically equivalent drugs, as determined by the Food and

Drug Administration and as listed in the Formulary of the State
in which they are dispensed;

b. drugs which are used unless the Participating Provider prescribes
a Brand Name Drug; and

c. drugs which are identical to the Brand Name Drugs in strength
or concentration, dosage form and route of administration.

Mail Order Program means a program *(agreed to by [ABC] and a
Participating Pharmacy]* under which a Member can obtain
*[Maintenance]* Drugs from a Participating Pharmacy by ordering the
drugs through the mail.

Maintenance Drug means only a Prescription Drug used for the
t~eatment of the following chronic medical conditions*[: chronic obstruc­
tive pulmonary disease; clotting disorders; congestive heart failure; cor­
onary artery disease (angina); diabetes (oral agents only), glaucoma;
hypertension; thyroid disease; seizure disorders]'.

Participating Pharmacy means a licensed and registered pharmacy
operated by [ABC] or with whom [ABC] has signed a pharmacy service
agreement.

Prescription Drug means:
a. Legend Drugs;
b. compound medications of which at least one ingredient is a Legend

Drug;
c. insulin; and
d. a.ny other drug which by law may only be dispensed with a prescrip­

tIOn from a Participating Provider.
Legend Drugs means any drug which must be labeled: "Caution­

Federal Law prohibits dispensing without a prescription."

Copayment
A Member must pay the appropriate Copayment shown below for each

Prescription Drug each time it is dispensed by a Participating Pharmacy.
The Copayment must be paid before the Contract provides any benefit
~or the Prescription Drug. The Copayment for each prescription or refill
IS:

• for Generic Drugs None
• for Brand Name Drugs $5.00

After th~ C.opayment is ~aid, We will provide the Prescription Drug.
The PrescnptlOn Drugs which are covered are subject to all the terms
of the Contract.

COVERED DRUGS
The Contract only provides benefits for Prescription Drugs which are:
a. prescribed by a Participating Provider (except for insulin)

ADOPTIONS

b. dispensed by a Participating Pharmacy; *and*
c. needed to treat an Illness or Injury *or Mental or Nervous Con­

dition**[; and
d. accepted as safe and effective by the health community]*.

Such prescription or refill will not include a prescription or refill that
is more than:

a. a 90 day supply of a Maintenance Drug *[obtained through the
Mail Order Program]*; and

b. the amount usually prescribed by the Member's Participating
Provider.

A supply will be considered to be furnished at the time the Prescription
Drug is received.

Contract Holder Liability
. The Contrac~ Holder will be liable to Us for the cost of any Prescrip­

lIon Drug proVided to a person after his or her coverage ends*(, except
as stated In the Extended Health Benefit section of the Contract]*.

NON·COVERED SERVICES AND SUPPLIES
We will not provide for any of the following Services or Supplies:
a. Administration of a Prescription drug.
b. Immunization agents.
c. Biological sera.
d. Blood or Blood Plasma.
e. Prescription Drugs labeled "Caution-limited by Federal Law to

investigational use" or experimental.
f. Refills in excess of the amount specified by the prescribing

Participating Provider.
g. Refills dispensed after one year from the original date of the

prescription.
h. Drugs, except insulin, which can be obtained legally without a

Participating Provider's prescription.
i. Prescription Drugs which are taken by or given to a Member, in

whole or in part, while confined in:
• a Hospital
• a rest home
• a sanitarium
• a Skilled Nursing Center
• a Substance Abuse Center
• an alcohol abuse or mental health center
• a convalescent home
• a nursing home

or similar institution
j. Therapeutic devices or appliances, hypodermic needles, syringes,

support garments and other non-medical substances, regardless of
their intended use.

k. Vitamins, except for Legend Drug vitamins.
I. Drugs containing nicotine or other smoking deterrent medication.

m. Topical dental Fluorides.
n. Drugs needed due to conditions caused, directly or indirectly, by

a Member taking part in a riot or other civil disorder; or the
Member taking part in the commission of a felony.

o. Drugs needed due to conditions caused directly or indirectly, by
declared or undeclared war or an act of war.

p. Drugs dispensed to a Member while on active duty in any armed
force.

q. *[Drugs for which there is no charge. This usually means drugs]*
*Drugs* furnished by the Member's employer, labor union, or
si~i.lar group in its medical department or clinic; a Hospital or
clImc owned or run by any government body; or any public pro­
gram, except Medicaid, paid for or sponsored by any government
body. But if a charge is made, and We are legally required to pay
it, We will.

r. Drugs needed due to an on-the-job or job related Injury or Illness
*or Mental or Nervous Condition*; or conditions for which ben­
efits are payable by Worker's Compensation, or similar laws.

This rider is part of the Contract. Except as stated above, nothing
in this rider changes or affects any other terms of the Contract.

[Carrier should insert Standard Rider]
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ADOPTIONS

EXHmlT K

PART I

EXPLANATION OF BRACKETS·-POLICY FORMS· (PLANS A, B, C,
D, E)

All text which is enclosed in brackets [ ] is variable. Such text may
generally be categorized in four ways.

a. Some areas of variability are self-explanatory. Examples include:
[Carrier], [Policyholder], and [ABC].

b. Some areas of variability are noted with brief explanations within
the text. Examples include: use of Planholder, PPO, and POS text.

c. Some areas of variability are intended to allow for flexibility in
terms of a carrier's administrative practices.

d. Some areas of variability are subject to ranges and parameters
specified in statute and/or regulation.

Areas of variability, which may require clarification and explanation
as to use, are explained below. The order of the list is consistent with
the order of appearance in the policy forms.

1. Dividend text which appears both on the Face Page and in the
General Provisions should only be included by carriers that "[are
organized as mutual companies]" ·could pay dividends·.

2. Deductible, Co-Insurance, and Co-Payments may be elected by the
Employer, subject to the availability specified in regulation.

3. The refund formula specified on the Premium Amounts provision
of the General Provisions may be modified to specify alternate
methods of calculation.

4. Percentage participation requirements as noted in the Participation
Requirements and in the Termination of the Policy-Renewal
Privilege provisions of the General Provisions may be determined
by the Carrier, provided the requirements comply with the require­
ments permitted in Statute and regulation.

5. The Notice of Loss provision of the Claims Provisions may be
omitted at the option of the Carrier.

6. The Waiting Period provision of the Employee Coverage Provision
may be omitted or included at the option of the "[Carrier]"
·Employer·. If included, the period may not exceed 6 months and
must satisfy the requirements of regulation.

7. The date Employee and Dependent coverage ends may vary to
accommodate Employer and/or Carrier administration practices.
For example, coverage may end immediately or may end at the
end of the month following a termination event.

• (RIDERS)
Ail text which is enclosed in brackets [ ] is variable.
Some areas ofvariability are self-explanatory. Examples include: [Car­

rier], [XYZ], and [ABC].
Some areas of variability are noted with brief explanations on the

text. An example is the rider closure.
The Co-Payment amounts in the Mental and Nervous Conditions and

Substance Abuse rider may vary to be consistent with any other Co­
Payment amounts allowed for HMO plans.

The Appeals Procedure in the Mental and Nervous Conditions and
Substance Abuse rider may vary to conform to a carrier's and/or health
care review organization's procedure.·

INSURANCE

EXHIBIT K

PART 2

EXPLANATION OF BRACKETS (HMO PLAN)

All text which is enclosed in brackets [ ] is variable. Such text may
generally be categorized in four ways.

a. Some areas of variability are self-explanatory. Examples include:
[Carrier], [Contract Holder], and [ABC].

b. Some areas of variability are noted with brief explanations within
the text.

c. Some areas of variability are intended to allow for flexibility in
terms of a carrier's administrative practices.

d. Some areas of variability are subject to ranges and parameters
specified in statute and/or regulation.

Areas of variability, which may require clarification and explanation
as to use, are explained below. The order of the list is consistent with
the order of appearance in Contract forms.

1. Co-Payments may be elected by the Employer, subject to the
availability specified in regulation.

2. Actively At Work requirement can be deleted. Federally Qualified
HMOs cannot apply Active Work Requirements.

3. The Generic Drug definition can be deleted if not needed.
4. The Pre-Existing Condition exclusion can be deleted. Federally

Qualified HMOs cannot apply the Pre-Existing Condition Ex­
clusion.

5. OB/GYNs can be considered Primary Care Physicians.
6. Eligible class references can be removed.
7. The Waiting Period provision of the Employee Coverage Provision

may be omitted or included at the option of the Carrier. If
included, the period may not exceed 6 months and must satisfy
the requirements of regulation.

8. The date Employee and Dependent coverage ends may vary to
accommodate Employer and/or Carrier administration practices.
For example, coverage may end immediately or may end at the
end of the month following a termination event.

9. Small Claims Waiver can be deleted.
10. Percentage participation requirements as noted in the Participation

Requirements and in the Termination of the Policy-Renewal
Privilege provisions of the General Provisions may be determined
by the Carrier, provided the requirements comply with the require­
ments permitted in Statute and regulation.

11. Transfer of Primary Care Physician can occur according to carrier
administration.
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INSURANCE

EXHIBIT L

PART 1

PATIENT INSTRUCTIONS

FOR HCFA 1500

To request reimbursement for medical expenses; please complete the
attached form blocks 1 through 13. To assist you, follow the instructions
below. Please remember that all statements must be accurate.

Please bring this claim form with you at the time the medical services
are rendered. The provider of service is responsible for completing blocks
14 through 33.

When requesting reimbursement, you should also attach copies of
itemized bills and receipts for the medical services for which you are
submitting a claim.

PATIENT INSTRUCTIONS

Block 1
Place an "X" in the appropriate block which identifies the type of

insurance program that applies to the claim.

Block la
Enter the Social Security number or unique identification number

assigned by the insurance carrier or the individual in whose name the
insurance is carried.

Block 2
Enter the patient's last name, first name and middle initial.

Block 3
Enter the patient's date of birth in a MMDDYY format. Example:

01 12 94 for January 12, 1994. Place an "X" in the appropriate gender
box.

Block 4
Enter the last name, first name and middle initial of the individual

in whose name the insurance is carried.

Block 5
Enter the mailing address of the patient.

Block 6
Place an "X" in the appropriate box which identifies the relationship

of the patient to the insured individual.

Block 7

Enter the mailing address of the individual who holds the insurance
if it is different from the patient's address listed in Block 5. Otherwise,
enter the word "SAME".

Block 8
Place an "X" in the appropriate box which identifies the patient's

marital status. Also, place an "X" in the appropriate box which identifies
the employment/student status of the patient.

Block 9
If the patient has other insurance, enter the last name, first name and

middle initial of the covered individual if it is different from that shown
in Block 4. Otherwise, enter the word SAME.

ADOPTIONS

Block 9a
Enter the other insurance carrier's identification number or unique

code assigned by the carrier to identify the group or policy under which
the individual in Block 9 is covered.

Block 9b
Enter the date of birth or the individual (listed in Block 9) in a

MMDDYY format. Example: 011294 for January 12, 1994.
Enter an "X" in the appropriate gender box.

Block 9c
Enter the name of the individual's (listed in Block 9) employer or

school name.

Block 9d
Enter the name of the insurance program covering the individual in

Block 9.

Block lOa through lOe
Place an "X" in the appropriate box to indicate whether the patient's

condition is related to employment, auto accident, or other accident. For
auto accidents, indicate the states abbreviation in which the accident
occurred (e.g. New Jersey-NJ).

Block 10d
This field is not required.

Block 11
Enter the identification or unique code assigned by the carrier to

identify the group or policy under which the individual is covered.

Block lla
Enter the individual's (listed in Block 4) birthdate in a MMDDYY

format. Example: 011294 represents January 12, 1994.
Place an "X" in the appropriate gender box.

Block lib
Enter the individual's (listed in Block 4) employer name or school

name.

Block llc
Enter the name of the insurance program covering the individual in

Block 4.

Block lid
Place an "X" in the appropriate box. If the answer is YES, complete

sections 9a-9d.

Block 12
The patient's signature in this field authorizes release of medical

information necessary to process this claim. The patient or an authorized
representative should sign and date this block unless the signature is
on file in the provider's office/facility.

Block 13
The signature in this block authorizes the insurance carrier to release

insurance benefits directly to the provider of the services listed in Block
33.
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ADOPTIONS INSURANCE

EXHIBIT L

PART 2
APPROVED OMS NO 0938-0279

AMTCO

55TOT AL CI-4ARGES

6 FEDERAl.. TAX NO

CD

..

, 8ClBS PIIlO. NO

FIRST ~"'ME

CO

12 BIRTH DATE

~ DESCRIPTION

70 INSURANCE GROUP NO

6J ~AIOA PA.YMENTS 64 EST AMOUNT OuE

A

75 EMPLOYER LOCATION14 EMPLOYEE 10

The hospital is acting solely as an agent for the patient in filing for insurance benefits
assigned to it. however. the hospital can assume no responsibility for guaranteeing payment
of covered charges as shown on the face of the bill. Credit is shown only when the hospital
has actually received payment. Should an overpayment be made. a refund check will be
sent to the authorized party that is due the overpayment.

NOTICE TO
THE PATIENT

73 EMPLOYER NAME

C
=::-r.::-=--::-:==>:'"=,....---------"------L-'------+,,,.---,,;=,....,,;----...,.-;o----ou;;;-;;;;;;:!o==:;;--------'------------

UB-82 HCFA·1450
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INSURANCE ADOPTIONS

t
II:
Wa:
II:
C(
o

t

APPROVED OMB-0938-0008

FORMSURANCE CLA

PLEASE
DONaT
STAPLE
IN THIS
AREA

rTTlPICA HEALTH IN 1M PICA rTTl
1. MEDICARE MEDICAID CHAMPUS CHAMPVA GROUP FECA OTHER la INSURED'S 1.0. NUMBER (FOR PROGRAM IN ITEM 1)

11
h (Medicare I) n (Medicaid I) D (Sponsors SSN) D

HEALTH PLAN BLK LUNG
(VA File I) D (SSN or 10) D (SSN) D(IO)

2. PATIENT'S NAME (Last Name, First Name, Middle Initial) 3. PATIENTS BIRTH DATE
SEX 4. INSURED'S NAME (Last Name, First Name, Middle Initial)

MM I DO I YY

Mn FnI I

5. PATIENTS ADDRESS (No., Street) 6. PATIENT RELATIONSHIP TO INSURED 7, INSURED'S ADDRESS (No., Street)

Self D Spouse D Child D OtherD

CITY ISTATE 8, PATIENT STATUS CITY ISTATE Z

SingleD Married D Other D
0
i=

ZIP CODE ITrEPHO)E (Include Area Code) ZIP CODE ITEL(PHONE )NCLUDE AREA CODE)
C(
::E

EmPIOYedD ~~~~:i~eD ~~~~~~eD
II:
0

9. OTHER INSURED'S NAME (Last Name, Forst Name, Middle Initial) 10. IS PATIENTS CONDITION RELATED TO: 11. INSURED'S POLICY GROUP OR FECA NUMBER
lL
~
C
W

a, OTHER INSURED'S POLICY OR GROUP NUMBER a. EMPLOYMENT? (CURRENT OR PREVIOUS) a, INSURED'S DATE OF BIRTH SEX II:
MM I DO I YY :)

DYES DNO I I MD FD l/l
I I ~

b, OTHER INSURED'S DATE OF BIRTH SEX b, AUTO ACCIDENT? PLACE (State) b. EMPLOYER'S NAME OR SCHOOL NAME C
MM I DO I YY

I Mn FfI, DYES DNO
Z

I I L __I C(

c, EMPLOYER'S NAME OR SCHOOL NAME c. OTHER ACCIDENT? c. INSURANCE PLAN NAME OR PROGRAM NAME I-
Z

DYES DNO
W
i=

d INSURANCE PLAN NAME OR PROGRAM NAME 1Cd. RESERVED FOR LOCAL USE d IS THERE ANOTHER HEALTH BENEFIT PLAN?
C(
0-

DYES D NO If yes, return to and complete item 9 a-d.

1
READ BACK OF FORM BEFORE COMPLETING & SIGNING THIS FORM. 13 INSURED'S OR AUTHORIZED PERSON'S SIGNATURE I authorize

12. PATIENTS OR AUTHORIZED PERSON'S SIGNATURE I authorize the release of any medical or other information necessary payment of medical benefits to the undersigned physician or supplier for
to process this claim. I also request payment of government benefits either to myself or to the party who accepts assignment services described below.
below.

SIGNED _.. -- DATE ._- SIGNED

14, DATE OF CURRENT: ~ ILLNESS (First symptom) OR 15, IF PATIENT HAS HAD SAME OR SIMILAR ILLNESS, 16, DATES PATIENT UNABLE TO WORK IN CURRENT OCCUPATION
MM I DO I YY INJURY (Accident) OR GIVE FIRST DATE MM I DO I YY MM I DD I YY MM I DO I yy

I I PREGNANCY(LMP) I I FROM I I TO I I

17, NAME OF REFERRING PHYSICIAN OR OTHER SOURCE 17a. 1.0, NUMBER OF REFERRING PHYSICIAN 18 HOSPITALIZATION DATES RELATED TO CURRENT SERVICES
MM , DO I YY MM I DO I YY

FROM I I TO I

19. RESERVED FOR LOCAL USE 20 OUTSIDE LAB? $ CHARGES

DYES DNO I I
21, DIAGNOSIS OR NATURE OF ILLNESS OR INJURY. (RELATE ITEMS 1,2,3 OR 4 TO ITEM 24E BY LINE) t 22. MEDICAID RESUBMISSION

CODE

I
ORIGINAL REF. NO,

1, L--._ 3, L--._
23. PRIOR AUTHORIZATION NUMBER

2, L--. 4. L--.
24. A B C 0 E F G H I J K Z

FrePrt'TE(S) OF SERVICETo
Place Type PROCEDURES, SERVICES, OR SUPPLIES DIAGNOSIS DAYS EPSD RESERVED FOR 0

ot ot CPTj~~~~ un~sua~~~I~T~::nces) CODE $ CHARGES OR Familr' EMG COB LOCAL USE i=
MM DO yy MM DO YY Servic Service UNITS Plan C(

I
I ::E

I I I I I I II:I I I I I I 01
I lL

I I I

I
I

I ~I I
I I I I I I II:

2 I I I I I W
::::i

I I I I

I
I 0-

I I I I I 0-
3 :)

l/l
I I I I

I
I II:

I I I I I 0
4 I I I

Z

I
, C(

I I I I 13I I I I I
5 I iii

>
I I I I

I
I :J:

I I I I I I 0-
6

25. FEDERAL TAX 1.0. NUMBER SSN EIN 26. PATIENTS ACCOUNT NO. 127' ACCEPT ASSIGNMENT? 28, TOTAL CHARGE 129 AMOUNT PAID 30, BALANCE DUEdor govt. claims, see back)
I

$ :
I

DD YES D NO $ I $ I

31, SIGNATURE OF PHYSICIAN OR SUPPLIER 32, NAME AND ADDRESS OF FACILITY WHERE SERVICES WERE 33 PHYSICIAN'S, SUPPLIER'S BILLING NAME, ADDRESS, ZIP CODE
INCLUDING DEGREES OR CREDENTIALS RENDERED (If other than home or onice) & PHONE #
(I certify that the statements on the reverse
apply to this bill and are made a part thereof.)

SIGNED DATE PIN# I GRP#

(APPROVED BY AMA COUNCIL ON MEDICAL SERVICE 8/88) PLEASE PRINT OR TYPE FORM HCFA-1500 (12-90)
FORM OWCP-1500 FORM RRB-1500
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ADOPTIONS INSURANCE

Carrier:
Group Medical Claims
PO BoxXXXXX
Anywhere, New Jersey XXXXX

EXHIBIT M
GE 0094

Annual Family Profile
and Claim Notice

Send this form once each calendar year to the address above with your first claim of the
year. If any information changes, send a new one. If you have questions about claims or
need forms, call XXX-XXX-XXXX

Employer name Employer phone number Plan/Policy Number

Social Security Number

o Continued individual

Date of birth

Check one 0 Active employee

Name

Address City State ZIP Home phone number

Do you have another employer? If 'Yes; please give name of other employer

DYes DNa

Other employer's phone number

Are you covered by another group plan? If 'Yes,' please give name of carrier

DVes DNa

Plan number Other carrier's phone number

Name

Name and address of spouse's employer Phone number of spouse's employer

ls spouse covered by another group plan? If 'Yes,' please give name of other carrier

DVes DNa

Plan number Other carrier's phone number

Handicapped

DYes DNa

Name Date of birth DMaie DFemale Social Security No. Relation to employee Handicapped

DYes DNa
Name Date of birth DMaie DFemale Social Security No. Relation to employee Handicapped

DYes DNa
Name Date of birth oMale DFemale Social Security No. Relation to employee Handicapped

DYes DNa

Usl any additional dependent children on a separate page and attach it to this form.
If any child is over the limiting age and a full-time student, please give the information requested below.
Name Name of school Address of school

Name Name of school Address of school

If any child is covered by another group plan, please give the information requested below.
Name Insured person Name of carrier Plan number

Name Insured person Name of carrier Plan number

I authorize any prOVider, insurer, or other organization to release any information regarding the medical history, treatment, or benefits payable
for this claim to the plan administrator or its authorized agent for the purpose of determining benefits payable.

Any person who knowingly and with intent to defraud any insurance company or other person files a statement of claim containing any
mal!'ri!llly false informafion, or conceals, for the purpose of misleading, mformation concerning any fact material thereto, may be committing
• crlmmal acl

Signature of employee Signature of patient if other than minor child Date

SEH·FP-7/93
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BECAUSE THIS FORM IS USED BY VARIOUS GOVERNMENT AND PRIVATE HEALTH PROGRAMS, SEE SEPARATE INSTRUCTIONS ISSUED BY
APPLICABLE PROGRAMS.

NOTICE: Any pers~nwho knowingly files a statement of claim containing any misrepresentation or any false, incomplete or misleading information may
be guilty of a criminal act punishable under law and may be subject to civil penalties.

REFERS TO GOVERNMENT PROGRAMS ONLY
MEDICARE AND CHAMPUS PAYMENTS: A patient's signature requests that payment be made and authorizes release of any information necessary to process
the claim and certifies that the information provided in Blocks 1 through 12 is true, accurate and complete. In the case of a Medicare claim, the patient's signature
authorizes ar.y entity to release to Medicare medical and nonmedical information, including employment status, and whether the person has employer group health
insurance, Iiabiiity, no-fault, worker's compensation or other insurance which is responsible to pay for the services for which the Medicare claim is made. See 42
CFR 411.24(a). If item 9 is completed, the patient's signature authorizes release of the information to the health plan or agency shown. In Medicare assigned or
CHAMPUS participation cases, the physician agrees to accept the charge determination of the Medicare carrier or CHAMPUS fiscal intermediary as the full charge,
and the patient is responsible only for the deductible, coinsurance and noncovered services. Coinsurance and the deductible are based upon the charge
determination of the Medicare carrier or CHAMPUS fiscal intermediary if this is less than the charge submitted. CHAMPUS is not a health insurance program but
makes payment for health benefits provided through certain affiliations with the Uniformed Services. Information on the patient's sponsor should be provided in those
items captioned in "Insured"; i.e., items 1a, 4, 6, 7, 9, and 11.

BLACK LUNG AND FECA CLAIMS
The provider agrees to accept the amount paid by the Government as payment in full. See Black Lung and FECA instructions regarding required procedure and
diagnosis coding systems.

SIGNATURE OF PHYSICIAN OR SUPPLIER (MEDICARE, CHAMPUS, FECA AND BLACK LUNG)
I certify thatthe services shown on this form were medically indicated and necessary forthe health olthe patient and were personally furnished by me orwere furnished
incident to my professional service by my employee under my immediate personal supervision, except as otherwise expressly permitted by Medicare or CHAMPUS
regulations.

For services to be considered as "incident" to a physician's professional service, 1) they must be rendered under the physician's immediate personal supervision
by his/her employee, 2) they must be an integral, although incidental part of a covered physician's service, 3) they must be of kinds commonly furnished in physician's
offices, and 4) the services of nonphysicians must be included on the physician's bills.

For CHAMPUS claims, I further certify that I (or any employee) who rendered services am not an active duty member olthe Uniformed Services or a civilian employee
of the United States Government or a contract employee of the United States Government, either civilian or military (refer to 5 USC 5536). For Black-Lung claims,
I further certify that the services performed were for a Black Lung-related disorder.

No Part B Medicare benefits may be paid unless this form is received as required by existing law and regulations (42 CFR 4:~4.32).

NOTICE: Anyone who misrepresents or falsifies essential information to receive payment from Federal funds requested by this form may upon conviction be subject
to fine and imprisonment under applicable Federal laws.

NOTICE TO PATIENT ABOUT THE COLLECTION AND USE OF MEDICARE, CHAMPUS, FECA, AND BLACK LUNG INFORMATION
(PRIVACY ACT STATEMENT)

We are authorized by HCFA, CHAMPUS and OWCP to ask you for information needed in the administration of the Medicare, CHAMPUS, FECA, and Black Lung
programs. Authority to collect information is in section 205(a), 1862, 1872 and 1874 of the Social Security Act as amended, 42 CFR 411.24(a) and 424.5(a) (6), and
44 USC 3101 ;41 CFR 101 et seq and 10 USC 1079 and 1086; 5 USC 8101 et seq; and 30 USC 901 et seq; 38 USC 613; E.O. 9397.

The information we obtain to complete claims under these programs is used to identify you and to determine your eligibility. It liS also used to decide if the services
and supplies you received are covered by these programs and to insure that proper payment is made.

The information may also be given to other providers of services, carriers, intermediaries, medical review boards, health plans, and other organizations or Federal
agencies, for the effective administration of Federal provisions that require other third parties payers to pay primary to Federal pmgram, and as otherwise necessary
to administer these programs. For example, it may be necessary to disclose information aboutthe benefits you have used to a hospital or doctor. Additional disclosures
are made through routine uses for information contained in systems of records.

FOR MEDICARE CLAIMS: See the notice modifying system No. 09-70-0501, titled, Carrier Medicare Claims Record,' published in the Federal Register, Vol. 55
No. 177, page 37549, Wed. Sept. 12, 1990, or as updated and republished.

FOR OWCP CLAIMS: Department of Labor, Privacy Act of 1974, "Republication of Notice of Systems of Records," Federal Register Vol. 55 No. 40, Wed Feb. 28,
1990, See ESA-5, ESA-6, ESA-12, ESA-13, ESA-30, or as updated and republished.

FOR CHAMPUS CLAIMS: PRINCIPAL PURPOSE(S): To evaluate eligibility for medical care provided by civilian sources and to issue payment upon establishment
of eligibility and determination that the services/supplies received are authorized by law.

ROUTINE USE(S): Information from claims and related documents may be given to the Dept. of Veterans Affairs, the Dept. of Health and Human Services and/or
the Dept. of Transportation consistent with their statutory administrative responsibilities under CHAMPUS/CHAMPVA; to the Dept. of Justice for representation of
the Secretary of Defense in civil actions; to the Internal Revenue Service, private collection agencies, and consumer reporting agencies in connection with recoupment
claims; and to Congressional Offices in response to inquiries made at the request of the person to whom a record pertains. Appropriate disclosures may be made
to other federal, state, local, foreign government agencies, private business entities, and individual providers of care, on matters relating to entitlement, claims
adjudication, fraud, program abuse, utilization review, quality assurance, peer review, program integrity, third-party liability, coordination of benefits, and civil and
criminal litigation related to the operation of CHAMPUS.

DISCLOSURES: Voluntary; however, failure to provide information will result in delay in payment or may result in denial of claim. With the one exception discussed
below, there are no penalties under these programs for refusing to supply information. However, failure to furnish information regarding the medical services rendered
orthe amount charged would prevent payment of claims under these programs. Failure to furnish any other information, such as name or claim number, would delay
payment of the claim. Failure to provide medical information under FECA could be deemed an obstruction.

It is mandatory that you tell us if yOU know that another party is responsible for paying for your treatment. Section 1128B of the Social Security Act and 31 USC 3801·
~812 provide penalties for withholding this information.

You should be aware that P.L. 100-503. the "Computer Matching and Privacy Protection Act of 1988", permits the governmentto verify information by way of computer
matches.

MEDICAID PAYMENTS (PROVIDER CERTIFICATION)
I hereby agree to keep such records as are necessary to disclose fully the extent of services provided to individuals under the State's Title XIX plan and to furnish
information regarding any payments claimed for providing such services as the State Agency or Dept. of Health and Humans Services may request.

I further agree to accept, as payment in full, the amounf paid by the Medicaid program for those claims submitted for payment under that program, with the exception
of authorized deductible, coinsurance, co-payment or similar cost-sharing charge.

SIGNATURE OF PHYSICIAN (OR SUPPLIER): I certify that the services listed above were medically indicated and necessary to the health of this patient and were
personally furnished by me or my employee under my personal direction.

NOTICE: This is to certify that the foregoing information is true, accurate and complete. I understand that payment and satisfaction of this claim will be from Federal and State
funds, and that any false claims, statements, or documents, or concealment of a material fact, may be prosecuted under applicable Federal or State laws.

Public reporting burden for this collection of information is estimated to average 15 mmutes per response, including time for reviewing instructions, searching existing
date sources, gathering and maintaining data needed. and completmg and reviewing the collection of information. Send comments regarding this burden estimate or
any other aspect of this collection of information. including suggestions for reducing the burden, to HCFA, Office of Financial Management, P.O. Box 26684, Baltimore,
MD 21207; and to the Ottice of Management and Budget. Paperwork Reduction PrOject (OMB-0938-0008), Washington, D.C. 20503.
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ADOPTIONS

(a)
NEW JERSEY SMALL EMPLOYER HEALTH

BENEFITS PROGRAM
Declaration and Approval of Reinsuring or Risk·

Assuming Carrier Status
Adopted New Rules: N.J.A.C. 11 :21·14
Proposed: September 3,1993 pursuant to P.L. 1993, c.162, §16

(see 25 N.J.R. 4572(a), October 4,1993).
Adopted: October 14, 1993 by Samuel F. Fortunato,

Commissioner, Department of Insurance.
Filed: October 15, 1993 as R.1993 d.551, with substantive and

technical changes not requiring additional public notice and
comment (see NJ.A.C. 1:30-4.3).

Authority: NJ.S.A 17:1-8.1, 17:1C-6(e), 17B:27A-34 and
17B:27A-46.

Effective Date: October 15, 1993.
Expiration Date: October 15, 1998.

These new rules were proposed and are being adopted pursuant to
the procedures of P.L. 1993, c.162, s.16 ("Section 16"), as therein
authorized. Accordingly, notice of the proposal of these new rules was
sent for publication to three papers of general circulation in New Jersey,
and simultaneously mailed to all known interested parties when sub­
mitted to the Office of Administrative Law for publication in the October
4, 1993 New Jersey Register.

Pursuant to Section 16d, all interested parties were provided at least
a IS-day comment period. As set forth in the notice of proposed new
rules, the written comment period ended on September 20, 1993. No
written comments were received.

Pursuant to Section 16e, notwithstanding the receipt of comments
(which, pursuant to Section 16d, ultimately must be summarized and
responded to in a report for public distribution and publication in the
New Jersey Register) the Commissioner may adopt these rules im­
mediately upon the expiration of the public comment period by filing
the notice of adoption with the Office of Administrative Law for publica­
tion in the New Jersey Register. These new rules shall be effective upon
the date of filing with the Office of Administrative Law, October 15,
1993.

Summary of Public Comments and Agency Responses:
No public comments were received.

Summary of Agency-Initiated Changes:
At N.J.A.C. 11:21-14.4(d), the term "Risk-assuming" has been changed

to "risk-assuming"; the capitalization was inappropriate.
At NJ.A.C. 11:21-14.5(b), the address for filing with the Department

includes a minor change.
At NJ.A.C. 11:21-14.5(c)4, the "10" has been changed to "three", so

that the statement accompanying an application for risk-assuming carrier
status need only provide the carrier's group experience, if any, for the
past three years, rather than 10. Initially, the 10 year period was intended
to allow carriers who withdrew from the small employer market (for five
years) an opportunity to reenter as a risk-assuming carrier applicant,
presenting all New Jersey group experience, rather than national group
experience. However, the Department has determined that in attempting
to address the problem of a carrier wishing to reenter the market after
an extended absence, the requirements for all carriers in this regard are
unnecessarily cumbersome. The Department believes that, at this time,
three years of data is sufficient for the Department to evaluate a carrier's
expertise to participate as a risk-assuming carrier. This change reduces
the burdens of compliance with these rules.

At N.J.A.C. 11:21-14.7(a)3, the language has been revised regarding
capital and surplus requirements for insurers. The phrase "a carrier has
made application for" has been added after "unless." The phrase "has
been granted" is deleted, and the phrase "and such application has not
been disapproved" has been added after "N.J.A.C. 11:2-39." This change
has been made to more accurately reflect the nature of the application
for a waiver under N.J.A.C. 11:2-39, and to better coordinate the waiver
Ipplication process under NJ.A.C. 11:2-39 with the risk-assuming appli­
;ation process under these rules. Technically, applications for waiver
lave no specified time period for approval or deemed approval, and
he application process can be extended for up to six months, while the
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risk-assuming election must be accepted or denied within 90 days of its
receipt by the Commissioner. The change is a practical one especially
in this initial election period. It is less onerous on carriers, some of whom
otherwise would be unable to obtain risk-assuming status because they
would be unable to obtain an affirmative waiver grant under NJ.A.C.
11:2-39 in a time period satisfactory for purposes of N.J.A.C. 11:21-14.

Similar conforming changes regarding the waiver applications have
been made to Exhibit D, Part 3, in question 3 of Section D, set forth
in the Appendix to the chapter.

Full text of the adopted new rules follows (additions to proposal
indicated in boldface with asterisks *thus*; deletions from proposal
indicated in brackets with asterisks '[thus]'):

SUBCHAPTER 14. DECLARATION AND APPROVAL OF
REINSURING OR RISK-ASSUMING
CARRIER STATUS

11:21-14.1 Purpose and scope
This subchapter establishes the rules applicable to all carriers

requesting to operate as a risk-assuming and reinsuring carrier under
the Program, and sets forth the standards for approval of risk­
assuming applications by the Commissioner.

11:21-14.2 Definitions
(a) Words and terms defined at N.J.S.A. 17B:27A-17 and N.J.A.C.

11:21-1.2, when used in this subchapter, shall have the meanings as
defined by the Act or for the chapter, unless more specifically
defined in (b) below or unless the context clearly indicates otherwise.

(b) The following words and terms, when used in this subchapter,
shall have the following meanings unless the context clearly indicates
otherwise:

"Health maintenance organization" or "HMO" means a company
operating in accordance with N.J.S.A. 26:2J-l et seq.

"Health service corporation" is a company operating in ac­
cordance with N.J.S.A. 17:48E-l et seq.

"Hospital service corporation" is a company operating in ac­
cordance with N.J.S.A. 17:48E-l et seq.

"Insurer" means a company transacting the business of health
insurance as defined at N.J.S.A. 17B:17-4.

"Medical service corporation" is a company operating in ac­
cordance with N.J.S.A. 17:48A-l et seq.

"Reinsuring carrier" means a small employer carrier issuing small
employer health benefits plans on a guaranteed issue basis that has
elected pursuant to N.J.S.A. 17B:27A-34 and this subchapter to be
eligible for reimbursement of losses it may incur under those small
employer health benefits plans as well as to be responsible for
payment of assessments for reimbursable losses incurred by other
reinsuring carriers.

"Relief' means a deferral of obligation granted pursuant to
N.J.S.A. 17B:27A-38 or a waiver of obligations granted in accordance
with N.J.S.A. 17B:27A-26.

"Risk-assuming carrier" means a small employer carrier issuing
small employer health benefits plans that has elected and been
approved by the Commissioner pursuant to N.J.S.A. 17B:27A-34 and
this subchapter to cover risks on a guaranteed issue basis without
being subject to assessments for net reimbursable losses of the SEH
Program incurred by reinsuring carriers which total the first four
percent or less of the aggregate premiums from small employer
health benefits plans issued by reinsuring carriers, and is not eligible
for reimbursement of any losses it may incur under its small
employer health benefits plans.

"Statutory election period" means the period of time specified
at N.J.S.A. 17B:27A-35b for which an election to be a reinsuring
carrier is binding. The initial "statutory election period" is that
period in which carriers make their election on or before October
4, 1993, or within 30 days following the date that the Board submits
its Plan of Operation to the Commissioner, whichever date is later,
which election shall be effective for two years. The "statutory elec­
tion period" which shall be binding for five years shall be applicable
to any reinsuring carrier election made on or after October 5, 1993,
or subsequent to the 30th day following the date that the Board
submits its Plan of Operation to the Commissioner, whichever date
is later.
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11:21-14.3 General requirement
Each carrier, including each carrier among affiliated ca~riers,

which is or becomes a small employer carrier, shall submit the
information required by this subchapte~ i?d~penden~ly ~ro.m an,Y
other carrier. To the extent that any carner s InformatIOn IS msuffl­
cient to meet the requirements of this subchapter, the carrier may
submit the required information incorporating appropriate data from
all of its affiliated carriers, if any, and so indicated on the form(s)
submitted.

11:21-14.4 Declaration to be a reinsuring or risk-assuming carrier
(a) Every small employer carrier shall file a declaration wit~ t~e

Board and Commissioner on or before October 4, 1993 or wlthm
30 days of the date that the Board files its ~Ian of Op~ration with
the Commissioner for review, whichever date IS later, statIng whether
the small employer carrier elects to operate as a risk-assuming carrier
or a reinsuring carrier for purposes of compliance with the Program.

1. For purposes of compliance with this declaration deadline, t.he
30 day period shall begin to run from the date set forth on the notice
sent to carriers by the Board of the submission of the Plan of
Operation to the Commissioner, rather than the actual ~ate of the
Plan of Operation's submission, if the two dates are different.

2. The notice shall be considered properly sent if the Board sends
it to the mailing address of the carrier which the carrier has on file
with the Board.

3. Any small employer carrier that fails to file a timely declaration,
or that is disapproved as a risk-assuming carrier, shall be deemed
to have elected to operate as a reinsuring carrier. .

(b) Every carrier that is not curren~ly a small employer c~mer

but determines to become one, shall file, at least 90 days pnor to
issuing any small employer health benefits plans, a declara~ion with
the Board and the Commissioner stating whether the camer elects
to operate as a risk-assuming carrier or as a reinsurin~ carrier f?r
purposes of compliance with the Program. Any such car~ler that f~I1s

to file a timely declaration, or that is disapproved as a nsk-a~sum~ng

carrier, shall be deemed to have elected to operate as a remsunng
carrier.

(c) A carrier operating as a reinsuring carrier which .ele.cts to
operate as a risk-assuming carrier effective up?n th.e explr~tIon of
the statutory election period applicable to the remsunng camer shall
file a declaration with the Board and the Commissioner 90 days prior
to the end of the applicable statutory election period stating that
the reinsuring carrier elects to operate as a risk-assuming carrier
for purposes of compliance with the Program.

1. The election shall not be effective until the end of the statutory
election period.

2. The election shall not be effective until approved by the Com-
missioner as provided in this subchapter. . .

3. A reinsuring carrier that does not file such ~n elect~on m a
timely manner, or that is disapproved as a risk-assumIng carner, s~all

remain a reinsuring carrier through the end of the succeedmg
statutory election period, commencing upon the expiration date of
the then-current statutory election period.

(d) Carriers electing to be reinsuring carriers ~hall c~~plete the
"Reinsuring Carrier Declaration" form set forth m ~xhlblt U, Part
1 of the Appendix to this chapter, incorporated herem by reference.
Carriers electing to be *[Risk-assuming]* *risk-assuming* carriers
shall complete the "Risk-Assuming Carrier Declaration" form ~et

forth in Exhibit U, Part 2 of the Appendix to this chapter, m­
corporated herein by reference. Completed declaration forms ~hall

be certified by the chief financial officer or other duly authonzed
officer of the carrier.

11:21-14.5 Application to be a risk-assumin~ carrier .
(a) Every carrier filing a declaration electmg to operat~ ~s a nsk­

assuming carrier additionally shall submit to the CommlsslO~er an
application to be a risk-assuming carrier as set forth below In (b),
(c), (d) and (e). ., .

(b) Carriers shall file five copies of the declaration and applicatIOn
with the Commissioner at the following address:

ADOPTIONS

Attention: SEH Declaration/Approval
New Jersey Department of Insurance
*[Division of LifeIHealth Actuarial Services]*
*Division of Financial Examinations*
20 West State Street
CN-325
Trenton, New Jersey 08625-0325

(c) Every carrier filing for risk-assum.ing carrier status s~all c~~­

plete in full the Risk-Assuming Application Form set forth m Exhibit
U, Part 3 of the Appendix to this chapter, incorporated herein by
reference.

1. Carriers shall complete section D, E, or F of the Risk-Assuming
Application Form, as is appropriate: for the type of carrier.

2. The completed Risk-Assuming Application Form shall. be
certified by the chief financial officer, or other duly authonzed
officer, of the carrier.

3. The Risk-Assuming Application Form shall be supported by
an actuarial opinion setting forth the assumptions and methodologies
used to determine and certify that the carrier is not in a hazardous
financial condition as set forth in N.J.A.C. 11:2-27.

4. The Risk-Assuming Application Form shall be accompanied by
a statement setting forth the carrier's group experience in New Jersey
for the past *[10]* *three* years, if any. If a carrier or its affiliated
carriers have no New Jersey group ,~xperience, then the statement
shall set forth the national experience of the carrier and its af­
filiate(s). The experience information shall include:

i. The number of group contracts in force annually;
ii. The number of small employer group contracts in force an­

nually;
iii. The lapse rate of all group contracts and small employer group

contracts annually;
iv. The net earned premium for group contracts and small

employer group contracts annually;
v. The incurred claims for group contracts and small employer

group contracts annually; . . .
vi. Assumptions used in developing the calculations In (c)41

through v above, where estimations have been made; and
vii. Assumptions regarding similarities and dissimilarities between

the marketplace upon which the foregoing data is based and the
current New Jersey small employer group market.

5. In completing and certifying the Risk-Assuming D~c1aration

Form and the Risk Assuming Application Form, the camer agrees
that, upon approval by the Commissioner as a risk-assuming ca~rier:

i. It will not seek any reimbursement for any losses that Will be
incurred with respect to small employer health benefits plans as long
as it retains its status as a risk-assuming carrier;

ii. It is financially competent to accept any obligation(s) required
by the Act; and .

iii. It does not intend to file an application for relief of any kInd
from its obligations under the Act for a period of one calendar year
from the date that its application is approved or deemed approved.

(d) Carriers that have previously sought and obtained rel!ef from
their obligation(s) under the Act as a small employer camer sh.all
demonstrate to the satisfaction of the Commissioner that the carner
no longer has any need for relief and has been operating in full
compliance with the Act, including the payment of all ass.essment
amounts owed and issuance of small employer health benefits plans
on a guaranteed issue basis, for a period of no less than 12 con­
secutive calendar months preceding the date of application.

(e) A declaration filed with the SEH Board to be a risk-assuming
carrier shall not be effective until an application for risk-assuming
carrier status has been approved as provided in this subchapter.

11:21-14.6 Procedures for review of applications for risk-assuming
carrier status

(a) The time period for the Commissioner's review of an appli­
cation for risk-assuming carrier status shall commence upon the day
a complete application is received by the Commissioner.

(b) If the application is incomplete, the Department sh~1I so
advise the carrier in writing not later than 30 days after receipt of
the application.
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Information on Person Completing this Declaration
Name: _

EXHBIIT U

PART 1

REINSURING CARRIER DECLARATION

(To be submitted to the SEH Program Board and the New Jersey
Department of Insurance.)

(Carrier Name) elects to
operate as a reinsuring carrier for purposes of complying with the Small
Employer Health Benefits Program established pursuant to N.J.S.A.
17B:27A-17 et seq. In accordance with N.J.S.A. 17B:27A-35, this election
shall be binding:

a. for two years from the effective date of this election, set forth
below, if this election is made prior to October 5, 1993, or
within 30 days of the date the SEH Board submitted its Plan
of Operation to the Commissioner, whichever date is later,
or

b. for five years from the effective date of this election, set forth
below, if this election is made on or after October 5, 1993
or after the 30th day following the submission of the Plan of
Operation by the SEH Board to the Commissioner, whichever
date is later.

This election is to be effective on (MonthlDaylYear) on behalf of the
company(ies) named below only. (Attach additional pages as necessary,
and included NAIC numbers, if any.)

1. _

2. _

3. _

4. The carrier is qualified based on its history of assuming and
managing risk, and its experience in managing small group business.

(d) The Commissioner may solicit and consider comments from
the Board in determining any carrier's application to operate as a
risk-assuming carrier.

11:21-14.8 Hearings
(a) If the Commissioner disapproves an application for risk-as­

suming carrier status made pursuant to this subchapter, the carrier
may request a hearing on the Commissioner's determination, but
must do so within 20 days from the date of receipt of notice of
such determination.

(b) A request for a hearing shall be in writing and shall include:
1. The name, address, and telephone number of a contact person

representing the carrier who is familiar with the matter;
2. A copy of the notice of disapproval;
3. A statement requesting a hearing; and
4. A concise statement describing the basis for which the carrier

believes that the Commissioner's findings of fact are erroneous.
(c) Upon receipt of a properly completed request for a hearing

which sets forth good-faith, disputed issues of material fact, the
Commissioner shall transmit the matter to the Office of Adminis­
trative Law for a hearing consistent with the Uniform Administrative
Procedure Rules, NJ.A.C 1:1.

APPENDIX

Signature

FAX: _

Date

Phone:

Title:

Address:

1. The application shall be deemed to be complete if the carrier
is not notified in writing that the application is incomplete.

2. Notice to the carrier that the application is incomplete shall
specify the missing item(s) or information. The notice shall advise
the carrier that the deficiency must be cured within 30 days of receipt
of notice, and that failure to cure the deficiency within 30 days of
receipt of notice shall result in disapproval of the application. A
deficiency shall not be considered cured until all of the missing items
or information is received by the Department from the carrier.

3. Receipt of the specified missing items or information by the
Department subsequent to the 30 day period specified in (b)2 above
shall be deemed to be a new application and shall begin a new time
period for review. Whenever a carrier submits information or missing
items not specified by the Department in accordance with (b)2
above, it shall be deemed to be an amendment of the submission
to which the information or missing items are to be attached, and
shall begin a new time period for review.

(c) The Commissioner may approve an application for risk-assum­
ing carrier status if the carrier meets the standards set forth in
N.J.A.C 11:21-14.7.

1. The Commissioner shall notify the carrier of the approval or
any disapproval of its application in writing, and shall contem­
poraneously send a copy of the notice to the SEH Board.

2. Except as set forth in (b) above, an application shall be deemed
approved if not disapproved within 90 days of its receipt.

3. Notice to the carrier that the application is disapproved shall
be in writing and specify the reasons for disapproval.

11:21-14.7 Standards for approval
(a) The Commissioner may approve an application for risk-assum­

ing status for a carrier that is an insurer if the carrier meets the
following standards:

1. The carrier is authorized or admitted to transact the business
of health insurance in this State;

2. The carrier is not in a hazardous financial condition as set forth
in N.J.A.C 11:2-27 and as may be amended hereafter;

3. The carrier has at least the capital and surplus currently re­
quired to commence business in this State, unless *a carrier has
made application for* a waiver of such requirements *[has been
granted]* pursuant to P.L. 1993, c.235 and N.J.A.C 11:2-39 *and
such application has not been disapproved*; and

4. The carrier is qualified based on its history of assuming and
managing risk, and its experience in managing small employer group
business.

(b) The Commissioner may approve an application for risk-assum­
ing carrier status for health service corporations, hospital service
corporations and medical service corporations if the carrier meets
the following standards:

1. The carrier is authorized to transact business in this State;
2. The carrier is not in a hazardous financial condition as set forth

in N.J.A.C 11:2-27 and as may be amended hereafter;
3. The carrier has either:
i. The surplus amounts required to be maintained in accordance

with N.J.S.A. 17:48-10 or N.J.S.A. 17:48A-14, if the carrier is a
hospital service corporation or a medical service corporation, respec­
tively; or

ii. The amount required to be maintained in its special contingent
surplus account for its other activities in accordance with N.J.S.A.
17:48E-17.1a and b, if the carrier is a health service corporation;
and

4. The carrier is qualified based on its history of assuming and
managing risk, and its experience in managing small group business.

(c) The Commissioner may approve an application for risk-assum­
ing carrier status for HMOs if the carrier meets the following
standards:

1. The carrier is authorized to transact business as an HMO in
this State;

2. The carrier is not in a hazardous financial condition as set forth
in N.J.A.C 11:2-27 and as may be amended hereafter;

3. The carrier has a statutory net worth as filed annually with the
Department of at least $1 million; and
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Name: _

EXHBIIT U

PART 2

RISK-ASSUMING CARRIER DECLARATION

(To be submitted to the SEH Program Board and the New Jersey
Department of Insurance.)

(Carrier Name) elects to
operate as a risk-assuming carrier for purposes of complying with the
Small Employer Health Benefits Program established pursuant to
N.J.S.A. 17B:27A-17 et seq. Upon approval by the Commissioner of the
application to be a risk-assuming carrier, or deemed approval, it is agreed
that the following conditions shall be binding upon each company for
which this election has been made:

a. The company shall not seek any reimbursement for any losses
it may incur with respect to small employer health benefits
plans as long as the company retains its status as a risk­
assuming carrier.

b. The company is financially competent to accept any obligations
required by N.J.S.A. 17B:27A-17 et seq. and the company shall
not seek relief of any kind from its obligations pursuant to
N.J.S.A. 17B:27A-17 et seq. for a period of no less than one
calendar year from the date that its application is approved
or deemed approved by the Commissioner.

This election is to be effective on (MonthlDay/Year) on behalf of the
company(ies) named below only. (Attach additional pages as necessary,
and included NAIC numbers, if any.)

1. _

2. _

3. _

Title:

Address:

Phone: FAX: _

SECTION B (to be completed by all applicants)

1. Is the carrier currently a reinsuring carrier? Yes__ No__
If yes, what was the date the statutory election period began?

2. Has the carrier sought relief from any obligations pursuant to
N.J.S.A. 17B:27A-26 (waiver) or N.J.S.A. 17B:27A-38 (deferral)?

Yes__ No__

If yes, what was the date the last relief was granted?

3. Is an actuarial certification attached? Yes__ No__

4. Is an experience report attached setting forth the information
required by N.J.A.C. 11:21-14?

Yes__ No__ Nonapplicable__
If yes, is the experience report based on New Jersey data?

Yes- No__

If no, please indicate by two-letter postal code the states upon
which the data submitted is based.

SECTION C (To be completed by all applicants)

Is any of the information contained in this application and/or attachments
based upon data from one or more carriers other than the carrier(s)
listed in Section A2 above?

Yes__ No__

If yes, please indicate the specific information based upon
other carrier data.

a. Actuarial certification
b. Experience data
c. Other

EXHIBIT U

PART 3

RISK-ASSUMING CARRIER APPLICATION

Date Signature
If yes, please indicate the carrier(s) and their NAIC numbers,
if applicable, whose data has been included in the information
submitted. (Attach additional pages if necessary, and place a
checkmark here __.)

SECTION A (To be completed by all applicants)

1. Name and Title of Person Completing this Application:

(Submit to: SEH Declaration/Approval, NJ Department of Insurance,
Division of *[LifeIHealth Actuarial Services]' ·Financial Examin­
ations·, 20 West State Street, CN 325, Trenton, NJ 08625-0325.)

Name and NAIC numbers, if any, of carrier(s) for which this
application is being completed (include Group number; attach ad­
ditional pages as necessary and place a checkmark here __):

2. Is the carrier in a hazardous financial condition as set forth in
NJ.A.C. 11:2-27?

Yes__ No__

3. Does the carrier have a least the capital and surplus currently
required to commence business in New Jersey?

Yes__ No__

If no, has the carrier '[received]' ·applied for· a waiver
from this requirement *[by the Commissioner]' pursuant
to P.L. 1993, c.235 and N.J.A.C. 11:2-39?

Yes__ No__

If yes, '[does the carrier have at least the capital
and surplus required for the carrier to commence

SECTION D (To be completed by insurers)

1. Is the carrier authorized or admitted to transact the business of
health insurance in New Jersey?

Yes__ No__

If no, the date the carrier anticipates admittance or
authorization: _

Fax:

b.

a.

c.

Address:

Phone:

2.
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I certify that the information contained in this application and any and
all attachments hereto are accurate and truthful to the best of my
knowledge and ability.

business in accordance withj' ·has· the waiver ·ap­
plication· '[grantedj' ·been disapproved· by the
Commissioner?

Yes__ No__

SECTION F (To be completed by HMOs)

1. Is the carrier authorized to transact business as an HMO in New
Jersey?

Yes__ No__

If no, date the carrier anticipates it will be authorized:

SECTION E To be completed by health service, hospital service and
medical service corporations)

1. Is the carrier authorized to transact business in New Jersey?
Yes__ No__

If no, the date the carrier anticipates authorization:

LABOR

(a)
DIVISION OF PROGRAMS
1994 Maximum Weekly Benefit Rates
1994 Taxable Wage Base Under the Unemployment

Compensation Law
1994 Contribution Rate of Governmental Entities and

Instrumentalities
1994 Base Week
1994 Alternative Earnings Test
Adopted Amendments: N.J.A.C.12:15-1.3, 1.4, 1.5,

1.6 and 1.7
Proposed: September 7,1993 at 25 N.J.R. 3922(a).
Adopted: October 19, 1993 by Raymond L. Bramucci,

Commissioner, Department of Labor.
Filed: October 21,1993 as R.1993 d.589, without change.

Authority: N.J.S.A. 34:1-5, 34:1-20, 34:1A-3(e), 43:21-3(c),
43:21-4(e), 43:21-7(b)(3), 43:21-7.3(e), 43:21-19(t), 43:21-27,
43:21-40 and 43:21-41.

Effective Date: November 15, 1993.
Expiration Date: July 30, 1995.

Summary of Public Comments and Agency Responses:
No comments received.

Full text of the adoption follows:

12:15-1.3 Maximum weekly benefit rates
(a) In accordance with the provisions of the Unemployment Com­

pensation Law, the maximum weekly benefit rate for benefits under
the Unemployment Compensation Law is hereby promulgated as
being $347.00 per week.

(b) The maximum weekly benefit rate for State Plan benefits
under the Temporary Disability Benefits Law is hereby promulgated
as being $325.00 per week.

(c) These maximum benefits shall be effective for the calendar
year 1994 on benefit years and periods of disability commencing on
or after January 1, 1994.

12:15-1.4 Taxable wage base under the Unemployment
Compensation Law

In accordance with the provisions of N.J.S.A. 43:21-7(b)(3), the
"wages" of any individual with respect to anyone employer for the
purpose of contributions under the Unemployment Compensation
Law shall include the first $17,200 during the calendar year 1994.

12:15-1.5 Contribution rate for governmental entities and
instrumentalities

(a) In accordance with the provisions of N.J.S.A. 43:21-7.3(e), the
contribution rate for all governmental entities and instrumentalities
electing to pay contributions under the Unemployment Compensa­
tion Law is hereby promulgated as being four-tenths of one percent
(0.4 percent) for the entire calendar year.

(b) This contribution rate shall be effective on taxable wages paid
in the calendar year 1994.

12:15-1.6 Base week
In accordance with the provisions of N.J.S.A. 43:21-19(t), the base

week amount is hereby promulgated as being $123.00 per week for
benefit years and periods of disability commencing on or after
January 1, 1994.

12: 15-1.7 Alternative earnings test
In accordance with the provisions of N.J.S.A. 43:21-4(e) and

43:21-41, in those instances in which the individual has not
established 20 base weeks, the alternative earning amount for
establishing eligibility is hereby promulgated as being $7,400 for
benefit years and periods of disability commencing on or after
January 1, 1994.

Signature

2. Is the carrier in a hazardous financial condition as set forth in
N.J.A.C. 11:2-27?

Yes__ No__

3. Does the carrier have:
a. (Health service corporation) The amount required to be

maintained in accordance with N.J.S.A. 17:48E-17.1a and
b for its nongroup contracts?
Yes__ No__

b. (Hospital service corporation) The surplus amounts re­
quired to be maintained in accordance with NJ.S.A.
17:48-1O?
Yes__ No__

c. (Medical service corporation) The surplus amounts re­
quired to be maintained in accordance with NJ.S.A.
17:48A-14?
Yes__ No__

2. Is the carrier in a hazardous financial condition as set forth in
N.J.A.C. 11:2-27?

Yes__ No__

3. Does the carrier have a statutory net worth as filed annually with
the Department of at least $1,000,000?

Yes__ No__

Date
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(a)
DIVISION OF PROGRAMS
Offset of Unemployment Insurance Benefits by

Retirement and Pension Income
Adopted Amendment: N.J.A.C. 12:17-11.2
Proposed: September 7, 1993 at 25 N.J.R. 3923(a).
Adopted: October 20, 1993 by Raymond L. Bramucci,

Commissioner, Department of Labor.
Filed: October 21,1993 as R.1993 d.590, without change.
Authority: N.J.S.A. 43:21-1 et seq., specifically 43:21-5a.
Effective Date: November 15, 1993.
Expiration Date: January 4,1996.

Summary of Public Comments and Agency Responses:
No comments received.

Full text of the adoption follows:

12:17-11.2 Amount of reduction
(a) For weeks of unemployment beginning on or after January

1, 1981, the amount of any such reduction shall be determined by
taking into account contributions made by the individual for the
pension, retirement or retired pay, annuity and other similar periodic
payment. The following schedule will apply.

1.-2. (No change.)
3. No reduction in benefits shall be made if the pension, retire­

ment or retired pay, annuity or other similar periodic payment
received by the individual is from an Old Age Social Security pension
to which the individual has made any contribution.

4. (No change in text.)

(b)
DIVISION OF WORKERS' COMPENSATION
1994 Maximum Workers' Compensation Benefit

Rates
Adopted Amendment: N.J.A.C. 12:235-1.6
Proposed: September 7,1993 at 25 NJ.R. 3925(a).
Adopted: October 19, 1993 by Raymond L. Bramucci,

Commissioner, Department of Labor.
Filed: October 21,1993 as R.1993 d.591, without change.
Authority: N.J.S.A. 34:1-5, 34:1-20, 34:1A-3(e) and 34:15-12a.
Effective Date: November 15, 1993.
Expiration Date: May 3, 1996.

Summary of Public Comments and Agency Responses:
No comments received.

Full text of the adoption follows:

12:235-1.6 Maximum workers' compensation benefit rates
(a) In accordance with the provisions of NJ.S.A. 34:15-12(a), the

maximum workers' compensation benefit rate for temporary disabili­
ty, permanent total disability, permanent partial disability, and de­
pendency is hereby promulgated as being $460.00 per week.

(b) This maximum compensation shall be effective as to injuries
occurring in the calendar year 1994.

ADOPTIONS

LAW AND PUBLIC SAFETY
(c)

DIVISION OF CONSUMER AFFAIRS
STATE BOARD OF ACCOUNTANCY
Biennial Renewal Fee for Inactive or Retired

Licensees
Adopted Amendment: N.J.A.C. 13:29-1.13
Proposed: April 19, 1993 at 25 N.J.R. 1665(b).
Adopted: August 16, 1993 by the State Board of Accountancy,

Robert Cagnassola, President.
Filed: October 21,1993 as R.1993 d.585, without change.
Authority: N.J.S.A. 45:2B-6(g) and 45:2B-17.
Effective Date: November 15, 1993.
Expiration Date: May 23, 1995.

Summary of Public Comments and Agency Responses:
No comments were received.

Full text of the adoption follows:

13:29-1.13 Fees
(a) Fees for original applications, examinations, reexaminations

and renewals, for certified public accountants, public accountants,
corporations, partnerships, professional corporations, and for
certified public accountants' license by endorsement are as follows:

1.-10. (No change.)
11. Late renewal fee: $50.00;
12. Biennial renewal, retired or inactive licensees: $40.00.

(d)
DIVISION OF CONSUMER AFFAIRS
STATE BOARD OF DENTISTRY
Fees
Adopted Amendment: N.J.A.C. 13:30-8.1
Proposed: September 7,1993 at 25 N.J.R. 3927(a).
Adopted: October 13, 1993 by the State Board of Dentistry,

Marvin Gross, President.
Filed: October 22,1993 as R.1993 d.598, without change.
Authority: N.J.S.A. 45:6-3 and 45:1-3.2.
Effective Date: November 15, 1993.
Expiration Date: March 12, 1995.

The State Board of Dentistry afforded all interested parties an op­
portunity to comment on the proposed amendment to its fee schedule,
N.J.A.C. 13:30-8.1, as proposed in the New Jersey Register on September
7, 1993 at 25 NJ.R. 3927(a). The official comment period ended on
October 7, 1993. Announcements of the opportunity to respond to the
Board were also forwarded to the Star Ledger, the Trenton Times, the
Courier-Post, the Bergen Record, the New Jersey Dental Association,
the New Jersey Hospital Association and to other interested parties.

A full record of this opportunity to be heard can be inspected by
contacting the State Board of Dentistry, Post Office Box 45005, Newark,
New Jersey 07101.

Summary of Public Comments and Agency Responses:
During the 3D-day comment period, the Board received one letter in

response to the proposed amendment to its fee schedule from Arthur
Meisel, Esq., Jamieson, Moore, Peskin & Spicer, counsel for the New
Jersey Dental Association ("Dental Association").

The Dental Association argues, for the reasons specifically outlined
below, that the proposed regulation fixes charges at a level that will raise
amounts in excess of those estimated to be required, contrary to NJ.S.A.
45:1-3.2.

1. Proposed increases exceed the expected rise in Board expenses over
the two-year period. Pointing out that Board expenses "are expected to
rise approximately 30 percent over the two-year period, the Association
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$50.00

$250.00

$50.00
$20.00
$20.00

$160.00
$70.00
$40.00

$125.00
$25.00
$50.00
$50.00

Full text of the adoption follows:

13:30-8.1 Fee schedules
(a) The application fees charged by the Board of Dentistry shall

be the following:
1. Dentists $125.00
2. Dental Hygienists $75.00
3. Dental Hygienists-expanded duties supplement $25.00
4. Registered Dental Assistants $35.00
(b) The Biennial Registration fees charged by the Board of Den-

tistry shall be the following:
1. Dentists:
i. Active registration
ii. Inactive registration
iii. Branch office
2. Dental Hygienists:
i. Active registration
ii. Inactive registration
iii. Branch office
3. Registered Dental Assistants
i. Active registration
(c) (No change.)
(d) Other fees:
1.-2. (No change.)
3. Registration of dentists by reciprocity­

application fee
4. Registration of dental hygienists by credentials-

application fee
5. Verification of licensure
6. Duplicate wall certificate
7. Duplicate license
(e) (No change.)

an independent analysis of projected expenses because the Division did
not produce work papers or other supporting documents at the
September 30, 1993 meeting.

RESPONSE: Many of the supporting documents are confidential and
cannot be released because they relate to both ongoing and prior case
investigation. Similarly, it would be of no real benefit to release the
working copy of the operational budget when it contains figures which
are subject to frequent adjustment. Accordingly, at the September 30,
1993 meeting the Association was provided four years of actual and
projected expenditure and revenue data, information which the Division
believes is responsive to the Association's request.

For all of the reasons set forth above, the Dental Association urged
the Board to refrain from adopting the proposed regulation or to amend
it to reflect the receipt of both unprojected and underprojected revenues
which will be available during the biennial registration period.

RESPONSE: On October 13, 1993, the Board voted unanimously to
adopt the fee schedule for the reasons articulated above.

(a)
DIVISION OF CRIMINAL JUSTICE
Safe and Secure Communities Program
Adopted Concurrent New Rules: N.J.A.C. 13:79
Proposed: September 20,1993 at 25 N.J.R. 4511(a).
Adopted: October 21,1993 by Fred DeVesa, Attorney General.
Filed: October 22,1993 as R.1993 d.596, without change.

Authority: N.J.S.A. 52: 17B-169.

Effective Date: October 22, 1993.
Expiration Date: October 22,1998.

Summary of Public Comments and Agency Responses:
No comments received.

Full text of the adoption follows:

states that application fee increases range from between 50 percent and
125 percent and biennial registration fee increases range from between
60 percent and 100 percent.

RESPONSE: During the past biennial renewal cycle, unexpected
revenues were collected which did not necessitate a fee increase for fiscal
years 1991 and 1992. Accordingly, the 60 percent increase in the biennial
registration fee equates to an average 15 percent per annum increase
over a four-year period. The increase in the application fee is based
on a reevaluation of actual review costs. The increase brings the amount
assessed to a level which actually covers the administrative processing
and avoids passing on to all board licensees the cost of processing new
applications for licensure. This matches revenue with associated costs.

2. Projected receipts from many revenue categories are unstated; that
is, no revenues are projected from application fees, verification of
licensure and duplicates of wall certificates and licenses.

RESPONSE: The commenter is incorrect. The collection of these
revenue categories were included in the original revenue projections.

3. The projected number of licensees is understated, a discrepancy
that represents an understatement in revenue of more than $44,000.
Recent Board records disclose that there are 7,309 active dentist
registrants and 2,618 hygienists, while the Division's revenue projections
are based upon 7,200 and 2,050 active certificates.

RESPONSE: The commenter received incorrect information regarding
the number of active dental hygienists. As of September 30, 1993 there
were 7,306 active dentists and 2,089 active dental hygienists. The revenue
projections are based upon 7,200 active dentists and 2,050 active dental
hygienists. It is the Division's experience with past fee increases that
an average of one to five percent of the board's population may be
expected not to renew. Accordingly, the Board of Dentistry's estimated
population for the coming biennial period is a conservative estimate
based on the increase in the biennial registration fee coupled with the
new requirements for continuing education.

4. The budget does not contain projected interest income. The budget
should contain an additional sum of between $60,000 and $100,000
representing interest on gross revenues in excess of $2,000,000.

RESPONSE: There is no authority in the Board's statute or in the
fiscal year 1993-94 Appropriations Act which permits interest income
on deposited funds to accrue to the benefit of the Board.

5. The integrity of the figures which have been carried over to this
fiscal year is questionable. In fiscal year 1991-1992, $327,000 was ap­
propriated to the Board, presumably reflecting the Board's spending plan
submitted to the Division of Budget and Accounting. In fiscal year
1992-1993, the appropriation more than doubled to $868,000, although
Board activity does not appear to have doubled during this one year
period.

RESPONSE: The fiscal year 1991-92 appropriation to the Board of
$327,000 provided start-up monies for this operating period. In fiscal
year 1991-92 the Board expended the total sum of $709,000 while in
fiscal 1992-93 the Board expended $858,000.

The Association also argues that:
1. At the August 4, 1993 Board meeting, the Division afforded the

Board approximately 10 minutes to develop a fee schedule and virtually
no time was provided to review revenue projections.

RESPONSE: All board administrative needs are articulated through
the executive directors of the professional and occupational boards. The
executive director acts as the board's administrative officer and
represents the board in stating all financial needs and specific concerns
in order to develop the data necessary for financial projections. It is
not possible to develop a budget without the executive director's ongoing
input and careful review of all line item expenditures, a procedure which
was followed in this case. The board's revenue projections and expen­
diture budgets are based upon historical information, current spending
trends and projected needs. All board spending plans are regularly
monitored and updated quarterly to ensure prudent and efficient finan­
cial management, in accordance with Offices of Management and Budget
and Legislative Services policies and State Appropriations Act require­
ments.

2. The time available to make a formal written comment has been
severely protracted and, under the circumstances, is unreasonable.
Although on September 8, 1993 Association representatives requested
an opportunity to review data upon which the projections were based,
Division representatives were unable to schedule a meeting until
September 30, 1993. Furthermore, the Association could not conduct
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CHAPTER 79
SAFE AND SECURE COMMUNITIES PROGRAM

SUCHAPTER 1. PURPOSE, SCOPE, DEFINITIONS

13:79-1.1 Purpose
This chapter describes the grants available from the Safe

Neighborhoods Services Fund pursuant to the Safe and Secure
Communities Act and establishes guidelines for the receipt of pro­
gram funds and procedures to ensure grantee accountability.

13:79-1.2 Scope
The rules contained in this chapter shall govern the award of law

enforcement personnel grants and law enforcement equipment
grants from the Safe Neighborhoods Services Fund pursuant to the
Safe and Secure Communities Act.

13:79-1.3 Definitions
The following words and terms, when used in this chapter, shall

have the following meanings unless the context clearly indicates
otherwise.

"Act" means the Safe and Secure Communities Act, P.L. 1993,
c.220 (N.J.SA 52:17B-159 et seq.).

"Commissioner" means the Commissioner of the Department of
Community Affairs.

"Director" means the Director of the Division of Criminal Justice.
"Eligible municipality" means a municipality, which has a police

department or force, in which the number of violent and nonviolent
crimes per police officer exceeds 70 percent of the Statewide average
of municipalities with a municipal police department or force, as
reported in the 1991 Uniform Crime Report published by the
Division of State Police.

"Fringe benefits" means payments made by the employer for an
employee's retirement, social security, health and dental insurance,
workers compensation, and unemployment, disability and survivor's
insurance.

"Fund" means the Safe Neighborhoods Services Fund.
"Law enforcement equipment" or "equipment" means that equip­

ment required for the provision of law enforcement services includ­
ing, but not limited to, police cars, computers and peripheral equip­
ment, police radios and other communications gear, weapons and
body armor.

"Law enforcement project" or "project" means a project employ­
ing police officers for which a grant is awarded pursuant to this
program.

"Other law enforcement personnel" means non-police employees
who enhance a project's law enforcement capacity by performing
paperwork and related support services, thereby allowing police
officers to devote more time to direct community policing duties.

"Program" means the "Safe and Secure Communities Program."

SUBCHAPTER 2. THE SAFE AND SECURE COMMUNITIES
PROGRAM

13:79-2.1 Program objectives
(a) The Safe and Secure Communities Program is designed to

provide assistance to municipalities for programs which accomplish
the following objectives, as warranted by the needs of the com­
munity:

1. Policing in a community-oriented manner through an emphasis
on the use of foot patrols, personal interaction between police
officers and residents, and participation in community crime preven­
tion programs;

2. Targeting law enforcement activities toward the specific needs
of persons who live or work in a particular neighborhood, such as
children, senior citizens, or merchants;

3. Encouraging resident involvement in activities that contribute
to crime prevention, including citizen patrols, safe houses,
neighborhood watch groups, and crime prevention educational pro­
grams;

4. Reducing the incidence of criminal behavior, such as drug
trafficking or youth gang activity, that disrupts the normal function­
ing of a community;

ADOPTIONS

5. Implementing the Violent Offenders Removal Program
(VORP) to identify and expeditiously apprehend violent criminals
who operate within a targeted area; and

6. Developing other innovative strategies which hold promise for
preventing or reducing crime within a defined neighborhood or with
respect to a particular demographic group within the municipality.

13:79-2.2 Fund use and limitations
(a) Of the monies deposited in the fund, 75 percent shall be

available for approved law enforcement projects and 25 percent shall
be available for the purchase of law enforcement equipment, ex­
clusive of the allocation to the Attorney General to enable the
Division of Criminal Justice to provide technical and operational
assistance to grantees.

(b) No more than 50 percent of the total dollar amount of grants
awarded from the fund shall be allocated to municipalities eligible
to receive State aid pursuant to P.L. 1985, c.170 (N.J.S.A.
52:27D-118.11a, b, and c; Safe and Clean Neighborhood Fund).

(c) Notwithstanding any law or regulation to the contrary, a
municipality may expend grant moneys in the local budget year in
which they are received.

13:79-2.3 Notification and award of funds
(a) Program grants shall be awarded in two annual cycles.
1. Applicant municipalities with a fiscal year starting January 1

shall be notified of grant approval or denial no later than October
30. These grants shall be awarded on January 1.

2. Applicant municipalities with a fiscal year starting July 1 shall
be notified of grant approval or denial no later than April 30. These
grants shall be awarded on July 1.

13:79-2.4 Application for funds
All municipalities applying for funds for both law enforcement

personnel grants and law enforcement equipment grants must submit
separate proposals to the Division of Criminal Justice by the deadline
dates specified in the program request for proposals available from
the Division of Criminal Justice.

13:79-2.5 Application components for initial program grants
(a) Problem Statement: Applications for program grants shall

include a narrative description of the need for grant funding and
how the funding will be used to further the program objectives.

1. Law enforcement personnel grant application shall clearly
describe the problem the project will address. In addition, law
enforcement personnel grant applications shall:

i. Include such statistics as municipal arrest rates, reported crimes,
juvenile offenses, and other data relevant to the project;

ii. Provide a brief description of current municipal efforts and
activities that deal with crime that are being planned or im­
plemented;

iii. Provide a brief synopsis of the ability of the municipal police
department to implement the program, including information that
describes the target area, defines whether a neighborhood or entire
municipality is included in the project, specifies how the officers will
be deployed, including their work schedules and hours and shifts
that wil be affected, and outlines the policing strategies that will be
employed; and

iv. Include indicators by which progress in achieving program
objectives and the project's purpose will be measured.

2. Law enforcement equipment grant applications shall include
information on the type, amount, and estimated cost of the equip­
ment requested. The application shall also indicate how the equip­
ment will be deployed, its benefit to the community, and any other
relevant information.

(b) Objectives: Applications for program grants shall include ob­
jectives and an explanation of how the objectives will facilitate
accomplishments consistent with program goals.

(c) Program description and activities: Applications for program
grants shall provide examples of actual program activities, describing
how police officers will be utilized and/or how equipment will
enhance program activities.
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(d) Program evaluation: Applications for program grants shall
describe implementation of a system to collect information necessary
to evaluate success in achieving program objectives.

(e) Applications for program grants shall also include any other
information deemed necessary by the Division of Criminal Justice
to effectively evaluate an application for funds.

13:79-2.6 Confidentiality
An application for a grant under this program and any supporting

documentation are not public records for purposes of P.L. 1963, c.73
(N.J.S.A. 47:1A-l et seq.). These documents are confidential and
shall not be released except to law enforcement personnel in connec­
tion with their official duties.

SUBCHAPTER 3. PROGRAM GRANTS

13:79-3.1 Project grants
(a) An eligible municipality may apply to the Division of Criminal

Justice for a grant from the fund to be used exclusively to pay the
initial salaries of police officers and other law enforcement personnel
deployed in a law enforcement project which is designed to meet
the objectives of the program.

(b) A municipality which receives a grant for a law enforcement
project shall be responsible for paying the fringe benefits of all police
officers or other law enforcement personnel hired, which shall be
deemed the local cash match. Requests for overtime funds will not
be considered.

(c) A municipality shall agree, as a condition of a grant awarded
pursuant to this Act, not to reduce its regular complement of police
officers and other law enforcement personnel during any grant
period.

(d) No municipality shall receive a grant exceeding $200,000 in
any program year for an approved law enforcement project. If any
funds remain after all approved projects and law enforcement equip­
ment grants have been funded in any program year, funding in excess
of the limitation may be awarded to selected grantees pursuant to
the program selection criteria contained in N.J.A.C. 13:79-3.6.

13:79-3.2 Initial project grants
Initial grants for law enforcement projects shall be awarded only

during the first two program years following the effective date of
the Act.

13:79-3.3 Project continuation grants
(a) A municipality which receives an initial grant for a law en­

forcement project may request from the Division of Criminal Justice
continuation funding in subsequent years to continue that project,
subject to availability of funds. Such request shall include informa­
tion which demonstrates that the project is effectively meeting the
objectives of the program to justify continued funding.

(b) Approval of a continuation grant for a law enforcement
project is contingent upon certification by the Attorney General that
the project is effectively meeting the objectives of the program.

(c) A municipality that is eligible to receive an initial grant under
the Act is eligible to receive continuation funding. An application
for such funding shall be in a form prescribed by the Division of
Criminal Justice.

13:79-3.4 Equipment grants
(a) Any municipality which has a police department or force may

apply to the Division of Criminal Justice for a grant from the fund
to be used exclusively to purchase law enforcement equipment.

(b) A municipality which receives a grant for the purchase of law
enforcement equipment shall contribute a cash match of no less than
25 percent of the grant amount.

(c) No municipality shall receive a grant exceeding $50,000 in any
program year for the purchase of law enforcement equipment. If
any funds remain after all approved projects and law enforcement
equipment grants have been funded in any program year, funding
in excess of the limitation may be awarded to selected grantees
pursuant to the program selection criteria contained in N.J.A.C.
13:79-3.6.

LAW AND PUBLIC SAFETY

13:79-3.5 Initial equipment grants
Initial grants for the purchase of law enforcement equipment shall

be awarded throughout the program, subject to availability of funds.
Continuation funding is not available for the purchase of law en­
forcement equipment.

13:79-3.6 Selection criteria
(a) The Director shall evaluate and rank program grant appli­

cations on the basis of the municipality's realistic opportunity to
achieve the specified objectives of the program.

(b) The Director shall give additional weight to applications
which:

1. Propose cooperative policing agreements between two or more
municipalities pursuant to P.L. 1973, c.208 (N.J.S.A. 40:8A-l et seq.)
or P.L. 1952, c.n (N.J.S.A. 40:48B-l et seq.);

2. Provide evidence of a project planning process which has in­
volved residents of the proposed project areas and institutions and
groups active in these areas;

3. Provide for the re-employment of police officers who have been
laid off by the municipality for budgetary reasons prior to March
1, 1993;

4. Clearly delineate project outcome goals that are both time-lined
and measurable;

5. Maximize the use of funding and resources other than those
provided by the program;

6. Provide for the mobilization of residents as volunteer partici­
pants;

7. Where practicable, provide for the employment of related law
enforcement personnel to perform paperwork and related support
services in order to free up police officers for community policing
duties; and

8. Provide for maximum program accountability.

13:79-3.7 Grant selection process
(a) The selection process for initial grants is as follows:
1. The Director, on or before September 1 and March 1 of each

year, shall be provided with initial grant applications.
2. The Attorney General and the Commissioner shall announce

the selection of initial grant recipients on or before October 30 and
April 30 of each year.

(b) The selection process for project continuation grants is as
follows:

1. The Director, on or before September 1 and March 1 of each
year, shall forward to the Attorney General recommendations for
the award of project continuation grants.

2. The Attorney General shall review requests for project continu­
ation funding, the recommendations of the Director, and shall select
as project continuation grant recipients those municipalities whose
projects are effectively meeting the objectives of the program.

13:79-3.8 Reconsideration
Within 10 days after receipt of notification of grant denial, a

municipality may submit additional grant application information to
the Division of Criminal Justice and may request reconsideration
of the grant application.

SUBCHAPTER 4. GRANTEE ACCOUNTABILITY

13:79-4.1 Certification
(a) A municipality selected as a grant recipient under this program

shall certify that all grant funds shall be used exclusively for the
purposes specified in the grant award.

(b) A municipality selected as a law enforcement personnel grant
recipient shall certify that it shall not reduce its regular complement
of police officers and other law enforcement personnel during any
grant period.

13:79-4.2 Agreement prerequisites
(a) Prior to entering into an agreement with the Division of

Criminal Justice to receive grant funds, a municipality selected as
a grant recipient under this program shall provide:

1. An application authorization form signed by the mayor or other
chief administrative or executive officer of the municipality and a
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resolution by the municipal governing body authorizing the
municipality to enter into an agreement with the Division of Criminal
Justice for the funds;

2. For law enforcement personnel grant recipients, authorization
by the governing body for the provision of fringe benefit expenses;
and

3. For law enforcement equipment grant recipients, authorization
by the governing body for the 25 percent cash match.

13:79-4.3 Reporting
(a) A municipality selected as a grant recipient under this program

will be required to meet the Division of Criminal Justice program­
matic and fiscal reporting standards, including:

1. Submission of quarterly narrative and statistical reports to the
Division of Criminal Justice describing program activities and
progress for the award period;

2. Submission of monthly fiscal reports to the Division of Criminal
Justice;

3. Maintenance of a bookkeeping system, records, and separate
grant files to account for all grant monies spent and all matching
funds contributed to the program; and

4. Maintenance of a separate account for all grant monies and
all matching funds contributed to the program.

SUBCHAPTER 5. ASSISTANCE FOR GRANTEES

13:79-5.1 Technical and operational assistance
(a) The Division of Criminal Justice shall provide technical and

operational assistance to grantees, which shall include:
1. Assistance in implementing an effective community policing

program, including training and development of operational plans,
schedules, and strategies; and

2. Coordination of and assistance with violent offender removal
programs (VORP).

TRANSPORTATION
(a)

DIVISION OF TRAFFIC ENGINEERING AND LOCAL
AID

BUREAU OF TRAFFIC ENGINEERING AND SAFETY
PROGRAMS

Speed Limits
Routes U.S. 40, U.S. 40 and U.S. 322, and N.J. 87

in Atlantic County
Adopted Amendments: N.J.A.C.16:28-1.6, 1.56 and

1.111
Proposed: September 7,1993 at 25 N.J.R. 3942(a).
Adopted: October 8,1993 by Richard C. Dube, Director,

Division of Traffic Engineering and Local Aid.
Filed: October 21,1993 as R.1993 d.574, without change.
Authority: NJ.S.A 27:1A-5, 27:1A-6 and 39:4-98.
Effective Date: November 15, 1993.
Expiration Date: May 7, 1998.

Summary of Public Comments and Agency Responses:
No comments received.

Full text of the adoption follows:

16:28-1.6 Route U.S. 40'
(a) The rate of speed designated for the certain parts of State

highway Route U.S. 40 described in this subsection shall be
established and adopted as the maximum legal rate of speed:

1. For both directions of traffic:
i.-ii. (No change.)
iii. In Atlantic County;
(1) (No change.)
(2) Buena Vista Township:

ADOPTIONS

(A)-(C) (No change.)
(D) Zone 4: 50 miles per hour between Holly Avenue and the

Buena Vista Township-Hamilton Township line (approximate
mileposts 38.62 to 39.15); thence

(3) Hamilton Township:
(A) Zone 1: 50 miles per hour between the Hamilton Township­

Buena Vista Township line and 350 feet west of Essex Avenue
(approximate mileposts 39.15 to 44.95); thence

(B) Zone 2: 45 miles per hour between 350 feet west of Essex
Avenue and 500 feet east of Walkers Forge Road (approximate
mileposts 44.95 to 45.63); thence

(C) Zone 3: 50 miles per hour between 500 feet east of Walkers
Forge Road and 500 feet west of Route N.J. 50 (approximate
mileposts 45.63 to 46.25); thence

(D) Zone 4: 40 miles per hour between 500 feet west of Route
N.J. 50 and 200 feet west of Taylor Road (approximate mileposts
46.25 to 46.73); thence

(E) Zone 5: 30 miles per hour between 200 feet west of Taylor
Road and County Road 617 Connector Road (approximate mileposts
46.73 to 47.29); thence

(F) Zone 6: 40 miles per hour between County Road 617 Connec­
tor Road and 400 feet east of Old Egg Harbor Road (approximate
mileposts 47.29 to 47.48); thence

(G) Zone 7: 50 miles per hour between 400 feet east of Old Egg
Harbor Road and the Route U.S. 322-Route U.S. 40 junction (ap­
proximate mileposts 47.48 to 51.71).
ISee also N.J.A.C. 16:28-1.56 and 1.118

16:28-1.56 Route U.S. 40 and U.S. 322
(a) The rate of speed designated for the certain parts of State

highway U.S. 40 and U.S. 322 described in this subsection shall be
established and adopted as the maximum legal rate of speed:

1. For both directions of traffic:
i. In Atlantic County:
(1) Hamilton Township:
(A) Zone 8: 55 miles per hour between the Route U.S. 322-Route

U.S. 40 Junction and the Egg Harbor Township-Hamilton Township
Line (approximate mileposts 51.71 to 53.15); thence

Recodify existing (1)-(4) as (2)-(5) (No change in text.)

16:28-1.111 Route 87
(a) The rate of speed designated for the certain parts of State

highway Route 87 described in this subsection shall be established
and adopted as the maximum legal rate of speed:

1. For both directions of traffic in the Cities of Atlantic City and
Brigantine, Atlantic County:

i. 45 miles per hour between Route U.S. 30 and the end of the
New Jersey Department of Transportation jurisdiction (approximate
mileposts 0.0 to 1.72.)

(b)
DIVISION OF TRAFFIC ENGINEERING AND LOCAL

AID
BUREAU OF TRAFFIC ENGINEERING AND SAFETY

PROGRAMS
Restricted Parking and Stopping
Route N.J. 28 in Somerset County
Adopted Amendment: N.J.A.C. 16:28A-1.19
Proposed: September 7,1993 at 25 N.J.R. 3943(a).
Adopted: October 8,1993 by Richard C. Dube, Director,

Division of Traffic Engineering and Local Aid.
Filed: October 21, 1993 as R.1993 d.575, without change.
Authority: N.J.S.A 27:1A-5, 27:1A-6, 39:4-138.1 and 39:4-198.
Effective Date: November 15, 1993.
Expiration Date: May 7,1998.

Summary of Public Comments and Agency Responses:
No comments received.
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Full text of the adoption follows:
16:28A-1.19 Route 28

(a) The certain parts of State highway Route 28 described in this
subsection shall be designated and established as "no stopping or
standing" zones where stopping or standing is prohibited at all times
except as provided in N.J.S.A 39:4-139. In accordance with the
provisions of NJ.S.A 39:4-198, proper signs shall be erected.

1.-6. (No change.)
7. No stopping or standing in the Borough of Bound Brook,

Somerset County:
i. Along the northerly (westbound) side (Union Avenue):
(1) Between the Borough of Middlesex-Borough of Bound Brook

corporate line and a point 110 feet west of the prolongation of the
westerly curb line of East Street;

(2) From the easterly curb line of Church Street to a point 86
feet easterly therefrom;

(3) From the westerly curb line of Church Street to a point 86
feet westerly therefrom;

(4) From the easterly curb line of Livingston Street to a point
85 feet easterly therefrom;

(5) From the westerly curb line of Livingston Street to a point
85 feet westerly therefrom;

(6) From a point 270 feet west of the westerly curb line of
Thompson Avenue to the Borough of Bound Brook-Township of
Bridgewater corporate line.

ii. Along the southerly (eastbound) side (Union Avenue):
(1) From the Township of Bridgewater-Borough of Bound Brook

corporate line to a point 122 feet east of the easterly curb line of
Thompson Avenue;

(2) From the westerly curb line of Vosseller Avenue to a point
282 feet westerly therefrom;

(3) From the westerly curb line of Livingston Street to a point
85 feet westerly therefrom;

(4) From the easterly curb line of Livingston Street to a point
85 feet easterly therefrom;

(5) From the westerly curb line of Church Street to a point 86
feet westerly therefrom;

(6) From the easterly curb line of Church Street to a point 86
feet easterly therefrom;

(7) From the easterly curb line of East Street to the Borough
of Bound Brook-Borough of Middlesex corporate line.

8.-13. (No change.)
(b) The certain parts of State highway Route 28 described in this

subsection shall be designated and established as "no parking bus
stop" zones where parking is prohibited at all times. In accordance
with the provisions of N.J.S.A 39:4-199, permission is granted to
erect appropriate signs at the following established bus stops:

1.-16. (No change.)
17. In the Borough of Bound Brook, Somerset County:
i. Along the eastbound (southerly) side (Union Avenue):
(1) Near side bus stops:
(A) Tea Street-Beginning at a point 35 feet from the westerly

curb line of Tea Street and extending 70 feet westerly therefrom;
(B) Thompson Avenue-Beginning at a point 35 feet from the

westerly curb line of Thompson Avenue and extending 70 feet
westerly therefrom;

(C) Washington Street-Beginning at a point 35 feet west of the
prolongation of the westerly curb line of Washington Street and
extending 70 feet westerly therefrom;

(D) Windsor Street-Beginning at a point 35 feet from the west­
erly curb line of Windsor Street and extending 70 feet westerly
therefrom;

(E) Mountain Avenue-Beginning at a point 35 feet from the
westerly curb line of Mountain Avenue and extending 70 feet west­
erly therefrom.

(2) Far side bus stops:
(A) East Street-Beginning at a point 35 feet east of the easterly

curb line of East Street and extending 65 feet easterly therefrom.
ii. Along the westbound (northerly) side (Union Avenue):
(1) Near side bus stops:

TRANSPORTATION

(A) Mountain Avenue-Beginning at a point 35 feet from the
easterly curb line of Mountain Avenue and extending 70 feet easterly
therefrom;

(B) Washington Street-Beginning at a point 35 feet from the
easterly curb line of Washington Street and extending 70 feet easterly
therefrom;

(C) Tea Street-Beginning at a point 35 feet east of the easterly
curb line of Tea Street and extending 70 feet easterly therefrom.

(2) Far side bus stops:
(A) Windsor Street-Beginning at a point 35 feet west of the

prolongation of the westerly curb line of Windsor Street and extend­
ing 70 feet westerly therefrom;

(B) Thompson Avenue-Beginning at a point 35 feet west of the
westerly curb line of Thompson Avenue and extending 65 feet
westerly therefrom.

(c)-(f) (No change.)
(g) The certain parts of State highway Route 28 described in this

subsection shall be designated and established as "no parking during
certain hours" zones. In accordance with the provisions of N.J.S.A
39:4-199, permission is granted to erect appropriate signs at the
following "no parking during certain hours" zones:

1. (No change.)
2. In the Borough of Bound Brook, Somerset County:
i. Along the northerly (westbound) side (Union Avenue):
(1) Beginning at a point 105 feet west of the prolongation of the

westerly curb line of Windsor Street to a point 225 feet westerly
therefrom from 8:00 AM. to 4:00 P.M. on school days.

(a)
DIVISION OF TRAFFIC ENGINEERING AND LOCAL

AID
BUREAU OF TRAFFIC ENGINEERING AND SAFETY

PROGRAMS
Restricted Parking and Stopping
Route N.J. 77 in Cumberland County
Adopted Amendment: N.J.A.C. 16:28A-1.41
Proposed: September 7,1993 at 25 NJ.R. 3944(b).
Adopted: October 8,1993 by Richard C. Dube, Director,

Division of Traffic Engineering and Local Aid.
Filed: October 21, 1993 as R.1993 d.576, without change.
Authority: N.J.S.A. 27:1A-5, 27:1A-6, 39:4-138.1 and 39:4-199.
Effective Date: November 15,1993.
Expiration Date: May 7,1998.

Summary of Public Comments and Agency Responses:
No comments received.

Full text of the adoption follows:

16:28A-1.41 Route 77
(a)-(d) (No change.)
(e) The certain parts of State highway Route 77 described in this

subsection shall be designated and established as "no parking certain
hours" zones. In accordance with the provisions of N.J.S.A 39:4-199,
permission is granted to erect appropriate signs at the following
zones:

1. No parking certain hours in Cumberland County:
i. In the City of Bridgeton:
(1)-(2) (No change.)
(3) Along the southbound (west side) for street cleaning from 2:00

AM. to 6:00 A.M. Monday through Saturday:
(A) Beginning at a point 108.57 feet south of the southerly curb

line of Washington Street to a point 305.57 feet south of the
southerly curb line of Washington Street.

(B) Beginning at a point 40.70 feet south of the southerly curb
line of Church Lane to a point 115.70 feet south of the southerly
curb line of Church Lane.
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(C) Beginning at a point 142.95 feet south of the southerly curb
line of East Commerce Street to a point 309.95 feet south of the
southerly curb line of East Commerce Street.

(4) Along the northbound (east side) for street cleaning from 2:00
AM. to 6:00 AM. Monday through Saturday:

(A) Beginning at a point 105.00 feet north of the northerly curb
line of Route N.J. 49 to a point 180.00 feet north of the northerly
curb line of Route N.J. 49.

(B) Beginning at a point 35.77 feet south of the southerly curb
line of McCormick Place to a point 108.77 feet south of the southerly
curb line of McCormick Place.

(C) Beginning at a point 90.00 feet north of the northerly curb
line of McCormick Place to a point 164.40 feet north of the northerly
curb line of McCormick Place.

(D) Beginning at a point 100.00 feet north of the northerly curb
line of East Commerce Street to a point 167.00 feet north of the
northerly curb line of East Commerce Street.

(E) Beginning at a point 261.00 feet north of the northerly curb
line of East Commerce Street to a point 444.00 feet north of the
northerly curb line of East Commerce Street.

(f) (No change.)

(a)
DIVISION OF TRAFFIC ENGINEERING AND LOCAL

AID
BUREAU OF TRAFFIC ENGINEERING AND SAFETY

PROGRAMS
Restricted Parking and Stopping
Route N.J. 77 in Cumberland County
Adopted Amendment: N.J.A.C. 16:28A-1.41
Proposed: June 21,1993 at 25 NJ.R. 2649(a); see also 25 N.J.R.

3944(a), September 7, 1993.
Adopted: October 8,1993 by Richard C. Dube, Director,

Division of Traffic Engineering and Local Aid.
Filed: October 21, 1993 as R.1993 d.577, with a technical change

not requiring additional public notice and comment (see
N.J.A.C. 1:30-4.3).

Authority: N.J.S.A. 27:1A-5, 27:1A-6, 39:4-138.1, 39:4-197.5,
39:4-198 and 39:4-199.

Effective Date: November 15, 1993.
Expiration Date: May 7,1998.

Summary of Public Comments and Agency Responses:
No comments received.
On June 21, 1993, the Department of Transportation (Department)

promulgated proposed amendments concerning restricted parking and
stopping along the following Routes: N.J. 7 in Essex County; U.S. 9 in
Atlantic County; N.J. 47 in Cumberland County; N.J. 77 in Cumberland
County; N.J. 173 in Hunterdon County; and U.S. 206 in Mercer County.

Said notice appeared in the New Jersey Register at 25 NJ.R. 2649(a).
The Department's staff in its review of the proposed amendments

discovered an error in the text of the proposed amendment to N.J.A.C.
16:28A-1.41, concerning time limit parking on Route N.J. 77 in the City
of Bridgeton, Cumberland County. The Notice of Proposal filed with
the Office of Administrative Law (see PRN 1993-327) reflected that in
N.J.A.C. 16:28A-1.41(f)lii(I)(B) as read "Beginning at a point 124.95
feet" should have read "Beginning at a point 142.95 feet ..." The figures
were transposed. The Department, determining that the distance was
significant, extended the comment period specific to that portion being
in error, to October 7, 1993, to afford any interested person an opportuni­
ty to discern from the proposal where the restricted space proposed by
the Department began. Said notice of correction and extension of com­
ment period appeared at 25 NJ.R. 3944(a).

On July 26, 1993, the Department adopted amendments of all the
proposed restrictions effective September 7, 1993, except N.J.A.C.
16:28A-1.41(f)1ii(1)(B) pertaining to Route N.J. 77 in the City of
Bridgeton, Cumberland County. Said notice appeared at 25 N.J.R.
4118(a).

ADOPTIONS

The Department therefore adopts N.J.A.C. 16:28A-1.41(f)lii(I)(B)
concerning time limit parking on Route N.J. 77 in the City of Bridgeton,
Cumberland County.

Full text of the adoption follows (deletions indicated in brackets
with asterisks *[thus]*):

16:28A-l.41 Route 77
(a)-(e) (No change.)
(f) The certain parts of State highway Route 77 described in this

subsection shall be designated and established as "Time Limit Park­
ing" zones where parking is prohibited at all times except as specified
below in this subsection. In accordance with the provisions of
N.J.S.A 39:4-199, permission is granted to erect appropriate signs
at the following time limit zones:

1. In the City of Bridgeton, Cumberland County:
i. (No change.)
ii. Fifteen minutes time limit parking from 6:00 AM. to 9:00 P.M.

Monday through Saturday.
(1) Along the southbound (west) side:
(A) (No change.)
(b) *[(Reserved)]* Beginning at a point 142.95 feet south of the

southerly curb line of East Commerce Street and extending 22.00
feet south therefrom.

(c) (No change.)
(2) (No change.)

(b)
DIVISION OF TRAFFIC ENGINEERING AND LOCAL

AID
BUREAU OF TRAFFIC ENGINEERING AND SAFETY

PROGRAMS
Weight Limits
Route U.S. 9 in Middlesex County
Adopted Concurrent New Rule: N.J.A.C. 16:30-6.1
Proposed: August 16, 1993 at 25 NJ.R. 3863(a).
Adopted: September 27, 1993 by Richard C. Dube, Director,

Division of Traffic Engineering and Local Aid.
Filed: October 21, 1993 as R.1993 d.578, without change.
Authority: N.J.S.A. 27:1A-5, 27:1A-6 and 39:4-75.
Effective Date: November 15, 1993.
Expiration Date: May 7,1998.

Summary of Public Comments and Agency Responses:
No comments received.

Full text of the adoption follows:

16:30-6.1 Route U.S. 9
For the protection and use of the Edison Bridge along Route U.S.

9 over the Raritan River in Sayreville Borough and the Township
of Woodbridge, Middlesex County, there is established a weight limit
of four tons registered gross weight. The right hand lane in both
directions (mileposts 131.8 and 132.75) shall have a four ton gross
weight limit. Trucks over four tons shall be restricted to using the
left lane only on the Edison Bridge.
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(a)
DIVISION OF TRAFFIC ENGINEERING AND LOCAL

AID
BUREAU OF TRAFFIC ENGINEERING AND SAFETY

PROGRAMS
Mid-Block Crosswalk
Route N.J. 71 in Monmouth County
Adopted New Rule: N.J.A.C. 16:30-10.16
Proposed: August 16, 1993 at 25 N.J.R. 3683(a).
Adopted: October 20, 1993 by Richard C. Dube, Director,

Division of Traffic Engineering and Local Aid.
Filed: October 21,1993 as R.1993 d.579, without change.
Authority: N.J.S.A. 27:1A-5, 27:1A-6 and 39:4-34.
Effective Date: November 15, 1993.
Expiration Date: May 7, 1998.

Summary of Public Comments and Agency Responses:
No comments received.

Full text of the adoption follows:

16:30-10.16 Route 71
(a) The certain parts of State highway Route 71 described in this

subsection shall be designated as a mid-block crosswalk:
1. In Monmouth County:
i. Borough of Belmar:
(1) From a point 200 feet west of the westerly curb line of Belmar

Plaza to a point six feet westerly therefrom.

OTHER AGENCIES

(b)
CASINO CONTROL COMMISSION
Applications
Vendor Registration Form
Junket Enterprise Registration Form
Adopted New Rules: N.J.A.C.19:41-5.11 and 5.12
Adopted Amendment: N.J.A.C. 19:41-5.1
Proposed: September 7,1993 at 25 N.J.R. 3951(a).
Adopted: October 20, 1993 by the Casino Control Commission,

Steven P. Perskie, Chairman.
Filed: October 21,1993 as R.l993 d.571, without change.
Authority: N.J.S.A. 5:12-63c, 69a, 70a, 102 and 104b.
Effective Date: November 15, 1993.
Operative Date: December 20, 1993.
Expiration Date: April 15, 1995.

Summary of Public Comments and Agency Responses:
Comments were received from the Sands Hotel & Casino ("the

Sands") and the Division of Gaming Enforcement ("the Division").
COMMENT: Both the Sands and the Division stated their support

for the proposed codification of the Vendor Registration Form and
Junket Enterprise Registration Form. The Division noted that the new
rules accurately reflect the recent review and revision of forms by a joint
Commission-Division committee.

RESPONSE: The Commission concurs, as evidenced by the adoption
herein.

Full text of the adoption follows:

19:41-5.1 Definitions
The following words and terms shall have the following meanings

when used in this subchapter, unless the context clearly indicates
otherwise.

OTHER AGENCIES

"Hub facility" is defined at N.J.A.C. 19:55-1.1.

19:41-5.11 Vendor Registration Form
(a) A Vendor Registration Form (VRF) shall be in a format

prescribed by the Commission and may require the following in­
formation regarding the enterprise:

1. Any official or trade name used;
2. Business address;
3. Telephone number;
4. The nature of the business and the type of goods or services

being provided to the casino industry or hub facility;
5. Federal Employer Identification Number;
6. State and date of incorporation;
7. Whether the enterprise is minority- or women-owned and con­

trolled and the enterprise certification number, if any, which in­
formation is voluntarily provided;

8. Form of business;
9. The date on which a formal offer and acceptance of the agree­

ment to conduct business with a casino licensee or applicant or hub
facility occurred;

10. Names and addresses of all subsidiaries;
11. The name, address and percentage of ownership of each entity

directly owning more than five percent of the enterprise;
12. The names of each of the following:
i. Any individual who entered into the agreement with or will deal

directly with the casino licensee or applicant or hub facility, including
sales representatives; the immediate supervisors of such persons; and
all persons responsible for the office out of which such supervisors
work;

ii. Any officer, partner, or director who will be significantly in­
volved in the conduct of the enterprise's business with the casino
licensee or applicant or hub facility;

iii. If the enterprise is a sole proprietorship, the name of the sole
proprietor; and

iv. Each beneficial owner of more than five percent of the
outstanding voting securities of the enterprise, and the percentage
of ownership; and

13. The name and position or title of the individual who supplied
the information in the VRF.

(b) In addition to the information in (a) above, a completed VRF
may include the following:

1. A certification of truth, which shall be dated and signed by an
authorized agent of the casino licensee or applicant or hub facility,
and which shall indicate such person's position or title and the casino
licensee or applicant or hub facility submitting the form; and

2. A Principal Employee Data Summary Form for each individual
in (a)12i through iv above, which may include the following in­
formation:

i. Name;
ii. Residence;
iii. Date of birth;
iv. Sex and race, which information is voluntarily provided;
v. Position with the enterprise; and
vi. Any gaming licenses or registrations currently held or pending

in the State.

19:41-5.12 Junket Enterprise Registration Form
(a) A Junket Enterprise Registration Form (JERF) shall be in

a format prescribed by the Commission and may require the junket
enterprise to provide the following information:

1. Any official or trade name used;
2. Business address;
3. Telephone number;
4. Federal Employer Identification Number;
5. State and date of incorporation;
6. Whether the enterprise is minority- or women-owned and con­

trolled and the enterprise certification number, if any, which in­
formation is voluntarily provided;

7. Form of business;
8. Names and addresses of all subsidiaries;
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9. The name, address and percentage of ownership of each entity
directly owning more than five percent of the enterprise;

10. The names of each of the following:
i. Any individual who entered into the agreement with the casino

licensee or applicant and any individual who will deal directly with
the casino licensee or applicant, including junket representatives; the
immediate supervisors of such persons; and all persons responsible
for the office out of which such supervisors work;

ii. Any officer, partner, or director who will be significantly in­
volved in the conduct of the enterprise's business with the casino
licensee or applicant;

iii. If the enterprise is a sole proprietorship, the name of the sole
proprietor; and

iv. Each beneficial owner of more than five percent of the
outstanding voting securities of the enterprise, and the percentage
of ownership;

11. The name, date of birth, address and telephone number of
any junket representative employed by the enterprise who is utilized
in the conduct of junket activity but who is not listed in (a)10i above.

(b) In addition to the information in (a) above, a completed JERF
may include the following:

1. A certification of truth, which shall be dated and signed by an
officer or owner of the junket enterprise and shall indicate such
person's position or title;

2. A Principal Employee Data Summary Form for each individual
in (a)IOi through iv above, which may include the following in­
formation:

i. Name;
ii. Residence;
iii. Date of birth;
iv. Sex and race, which information is voluntarily provided;
v. Position with the enterprise; and
vi. Any gaming licenses or registrations currently held or pending

in the State; and
3. A Junket Enterprise Transmittal Form, which may include the

following:
i. The anticipated date of arrival for the first junket involving the

junket enterprise; and
ii. A certification of truth, which shall be dated and signed by

an authorized agent of the casino licensee or applicant, and shall
indicate such person's position or title.

(a)
CASINO CONTROL COMMISSION
Applications
Hearings
Reapplication by Natural Person After Denial or

Revocation Motions for Reconsideration; Motions
for Relief

Adopted Amendment: N.J.A.C.19:41-8.8
Adopted New Rules: N.J.A.C. 19:42-2.2
Proposed: August 16, 1993 at 25 NJ.R. 3685(b).
Adopted: October 20,1993 by the Casino Control Commission,

Steven P. Perskie, Chairman.
Filed: October 21,1993, as R.1993 d.572, without change.

Authority: N.J.S.A. 5:12-63c, 69a, 70a and d, 94 and 107d.
Effective Date: November 15, 1993.
Expiration Date: N.J.A.C. 19:41, April 15, 1995

N.J.A.C. 19:42, August 15, 1995.

Summary of Public Comments and Agency Responses:
Comments were received from the Division of Gaming Enforcement

(Division). No other comments were received.
COMMENT: The Division suggested modifications to the proposed

amendments to N.J.A.C. 19:4l-8.8(d)3. The Division's position is that
the consideration of factors which would support the application of
waiver in a case in which waiver would be appropriate, that is, a registrant
who has been disqualified pursuant to section 86c and who is seeking

ADOPTIONS

reapplication and is unable to meet the higher standard of rehabilitation,
is inappropriate because waiver is a remedy to be utilized in limited
circumstances, not a broad standard but a form of relief to be applied
at the discretion of the Commission. The Department suggests the
removal of the reference to waiver as one of the standards and the
insertion of a finding of good character, honesty and integrity as the
replacement standard. The Division also suggests that, in N.J.A.C.
19:4l-8.8(a)3, the language "eligibility for reapplication shall be de­
termined as specified in the agreement and not by the provisions of this
section" may create an impression that an individual need only wait a
specified time period to be eligible to reapply.

RESPONSE: The idea that the discretionary nature of the relief
requires an undefinable standard is inconsistent with basic legal princi­
ples which require fairness and notice. The Commission, in State v.
Galanti, Docket No. 90-0892-RC (Commission decision February 3,
1992), established guidelines for the application of waiver. It is only
appropriate that the actual guidelines that would be utilized in the
application of waiver at a contested case hearing in which a registrant
had a section 86 disqualification would be considered as one of the
possible standards in determining whether a motion to reapply is granted.
Eliminating waiver as a standard and inserting good character, honesty
and integrity would be redundant and leave a whole category of can­
didates for reapplication without a discernible standard for the consider­
ation of their reapplication motion.

The Division also suggests that, in N.J.A.C. 19:4l-8.8(a)3, the language
"eligibility for reapplication shall be determined as specified in the
agreement and not by the provisions of this section" may create an
impression that an individual need only wait a specified time period to
be eligible to reapply. The words "reapplication shall be determined as
specified in the agreement" plainly allows the agreement negotiated
between the parties to control. Such an agreement by its very nature
requires specific terms for any reapplication. The proposed language,
which is necessary in order to allow the fuJI development of the settle­
ment process in contested cases, has a plain meaning and is effective.

Full text of the adoption follows:

19:41-8.8 Reapplication by natural person after denial or
revocation

(a) Any natural person whose licensure, registration, qualification
or approval is denied or revoked by the Commission for failure to
satisfy the affirmative qualification criteria of the Act or due to a
Commission finding that such person is disqualified pursuant to
section 86 of the Act, or both, may not, except as otherwise provided
by this section, reapply for licensure, registration, qualification or
approval until five years have elapsed from the date of denial or
revocation. Notwithstanding the foregoing:

1. If the denial or revocation was based upon conviction of a
disqualifying offense pursuant to section 86c of the Act and reap­
plication is to be evaluated under the standards of section 89 of
the Act, reapplication is permitted after the lapse of 10 years from
the date of conviction;

2. If the denial or revocation was based on acts constituting a
section 86c disqualifying offense pursuant to section 86g and reap­
plication is to be evaluated under the standards of section 89 of
the Act, reapplication is permitted after the lapse of 10 years from
the date of the conduct in question; and

3. If the Commission approves an agreement resolving an appli­
cation for or a complaint seeking the revocation of licensure,
registration, qualification or approval which results in denial or
revocation but permits reapplication after a stated period of less than
five years, eligibility for reapplication shall be determined as
specified in the agreement and not by the provisions of this section.

(b) Any natural person whose licensure, registration, qualification
or approval is denied or revoked by the Commission on the basis
of any of the statutory or regulatory provisions specified in (b)1
through 6 below may reapply for licensure, registration, qualification
or approval upon satisfaction of the relevant requirements stated
below. If the denial or revocation was based upon two or more
statutory or regulatory provisions, the Commission shall permit reap­
plication only upon compliance with the requirements of this subsec­
tion as to each such provision. Any person seeking to reapply
pursuant to this subsection shall file a certified petition stating with
particularity the satisfaction of the specified requirements.
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1. Lack of financial stability pursuant to sections 89b(l) or 90b
of the Act: Reapplication is permitted upon said person achieving
status of financial stability.

2. Lack of business ability and casino experience pursuant to
sections 89b(3) or 90b of the Act: Reapplication is permitted upon
said person acquiring the requisite business ability and casino ex­
perience.

3. Failure to satisfy residency requirement pursuant to sections
89b(4) or 90b of the Act: Reapplication is permitted upon said
person actually establishing residency as required, or upon a Com­
mission finding that such residency will be obtained prior to the
completion of the processing of said reapplication, or upon a Com­
mission finding that the residency requirements should be waived
pursuant to sections 89b(4) or 90c of the Act.

4. (No change.)
5. Pending charges for a section 86c disqualifying offense pursuant

to section 86d of the Act: Reapplication is permitted upon the
disposition of pending charges.

6. Any statutory or regulatory provision which is subsequently
repealed or modified: Reapplication is permitted upon a showing
that the subsequent repeal or modification of the statutory or
regulatory provision obviates the grounds for denial or revocation
and justifies the conclusion that the prior decision should no longer
bar reapplication.

(c) This regulation applies with equal force and effect to the
denial or revocation of any application by a natural person for
licensure, registration, qualification or approval, and to any denial
or revocation of any reapplication for licensure, registration,
qualification or approval which was filed after compliance with this
section.

(d) Any natural person who is barred from reapplication for five
years by (a) above may request permission to reapply at an earlier
date by filing a petition in accordance with this subsection.

1. A petition for early reapplication may be filed at any time after
one year has elapsed since the date of denial or revocation or at
such earlier date as the Commission may specify in its order;
provided, however, that no person shall, within the five-year period
of restriction, file more than one such petition for each type of
license, registration, qualification or approval authorized by the Act
or regulations.

2. Such petition shall be certified and shall include written argu­
ment for the relief sought. The petition shall state with particularity
the grounds upon which denial or revocation was based, and signifi­
cant facts and circumstances arising since the denial or revocation
which warrant early reapplication.

3. Upon receipt of such petition, the Commission shall offer the
Division an opportunity to state its position in writing. Based upon
the petition and any written submission from the Division, the
Commission may deny the petition or, if it finds that the facts and
circumstances presented are reasonably likely to result in licensure,
registration, qualification or approval if considered in a plenary
hearing, grant the petition. Factors that may be considered by the
Commission may include, where appropriate, evidence which would
support:

i. A finding of rehabilitation pursuant to sections 90h and 91d;
or

ii. A waiver of disqualification pursuant to section 91e of the Act.

19:42-2.2 Motions for reconsideration; motions to reopen the
record; motions for relief

(a) Any party may, within 10 days after the service of a final
Commission order, file a motion for reconsideration which motion
may seek to reopen the record. The motion shall be in writing and
shall state the grounds upon which relief is sought. The Commission
may grant such motion, under such terms and conditions as the
Commission may deem appropriate, when the Commission finds just
cause for reconsideration of the order based upon legal, policy or
factual argument advanced by the movant or raised by the Com­
mission on its own motion.

(b) Any party may, within one year after the service of a final
Commission order, file a motion to reopen the record based upon
newly discovered evidence. The motion shall be supported by an

OTHER AGENCIES

affidavit of the moving party or counsel showing with particularity
the materiality and necessity of the additional evidence and the
reason why such evidence was not presented at the original hearing
or on a motion for reconsideration pursuant to (a) above. The
Commission may grant such motion upon a showing that the newly
discovered evidence is material and necessary, that sufficient reason
existed for failure to present such evidence and that the evidence
is reasonably likely to change the final decision of the Commission.
Upon reconsideration, the Commission may modify its decision and
order as the additional evidence may warrant.

(c) Any party may, within one year of the service of a final
Commission order, file a motion for relief from such an order. The
motion shall be in writing and shall state the grounds upon which
relief is sought. The Commission may grant such motion and vacate
or modify the order, reopen the record, or grant a hearing pursuant
to N.J.S.A. 5:12-107, upon a showing of the following:

1. Mistake, inadvertence, surprise or excusable neglect;
2. Fraud, misrepresentation or other misconduct of an adverse

party; or
3. Any other reason consistent with the public policy of the Act

and in the interest of justice.
(d) No motion filed pursuant to this section, and no order grant­

ing such motion, shall suspend the operation of any final Commission
order unless otherwise specified by order of the Commission.

(a)
CASINO CONTROL COMMISSION
Equal Employment and Business Opportunity
Provisional Certification of Women and Minority

Businesses; Ineligibility of Successor Businesses
Adopted Amendments: N.J.A.C.19:53-1.2 and 5.4
Proposed: September 7,1993 at 25 N.J.R. 3955(a).
Adopted: October 20,1993 by the Casino Control Commission,

Steven P. Perskie, Chairman.
Filed: October 21,1993 as R.1993 d.573, without change.
Authority: N.J.S.A. 5:12-63, 69, 75, 134 and 135.
Effective Date: November 15,1993.
Expiration Date: December 15, 1995.

Summary of Public Comments and Agency Responses:
COMMENT: The Sands Hotel and Casino commented that it did not

object to the adoption of the proposed amendments.
RESPONSE: Accepted.
COMMENT: The Division of Gaming Enforcement (Division) sub­

mitted a comment indicating its general support for the proposed amend­
ments but suggested that the amendments be modified to "be made
consistent with the regulatory definitions, terms, and other relevant text
as established by the Department of Commerce and Economic Develop­
ment."

RESPONSE: Since the comment of the Division did not identify the
manner in which it believes the proposed amendments are inconsistent
with the rules of the Department of Commerce and Economic Develop­
ment (DCED), the Commission is unable to provide a detailed analysis
of or response to the comment. The Commission believes, however, that
its rules are consistent the relevant provisions of the rules of DCED
and, therefore, this part of the Division's comment is rejected.

Full text of the adoption follows:

19:53-1.2 Definitions
The following words and terms, when used in this chapter, shall

have the following meanings unless the context clearly indicates
otherwise.

"Successor business" means a business enterprise which satisfies
the definition of MBE or WBE set forth in N.J.A.C. 19:53-5.4 but,
within the past two years, either was acquired as an ongoing business
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or more than 50 percent of the assets of the business, as valued
in accordance with generally accepted accounting principles, were
acquired, other than by inheritance, from a person or persons in
whose ownership or control the business enterprise would not qualify
as an MBE or WBE.

ADOPTIONS

19:53-5.4 Provisional certification of minority and women
businesses

(a) An enterprise may qualify for provisional certification as an
MBE, a WBE, or both. A successor business is not eligible for
provisional certification as an MBE or WBE pursuant to this section
but may apply for DeED certification as an MBE or WBE by
complying with the requirements of NJ.A.C. 12A:l1.

(b)-(j) (No change.)
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PUBLIC NOTICES ENVIRONMENTAL PROTECTION

Property Description

Lands of the Department of Environmental Protection and Energy
All that certain land at Delaware & Raritan Canal State Park contain­

ing approximately 1.14 acres designated as Block 148A, Lot 53 on the
current Tax Map of the city of Trenton, county of Mercer, State of New
Jersey and whose street address is 651 South Broad Street. These lands
have been declared surplus to the needs of the Division of Parks and
ForestI}' an~ are to be exchanged for lands owned by the City of Trenton.
The City Will also pay any difference in appraised value to the State,
for the purchase of other park lands. The appraised value will be
determined and certified by the Green Acres office prior to the exchange
of the subject properties.

These lands are currently leased for commercial purposes and those
commercial uses will continue after the sale.

Lands of the City of Trenton
All of those certain lands in the City of Trenton designated as Block

19E, Lots 75 and 95 and Block 19F, Lots 226 and 227 containing .5
acres more or less and whose street address is 227 and 230 North
Hermitage Avenue.

.The parcel maps and environment and economic assessment reports
Will be available for review Monday through Friday between the hours
of 9:00 AM. to 4:00 P.M. at the Division of Parks and Forestry's office
located on 501 East State Street, Trenton, New Jersey, beginning on
December 6, 1993.

These I~n~~ are currently vacant and will be used for park purposes
after acqUisItIon.

The proposed exchange of these State-owned lands will provide ad­
ditional parkland within the Delaware and Raritan Canal State Park.

The public hearing will be held on:
Monday, December 20, 1993 at 10:00 AM.
at the Division of Parks and Forestry Office
501 E. State Street
4th Floor Washington Conference Room
Trenton, NJ 08625

Persons wishing to make oral presentations are asked to limit their
comments to a three to five minute time period. Presenters should bring
a copy of their comments to the hearing for use by the Department.
The hearing record will be kept open for a period of seven days following
the date of the public hearing so that additional written comments can
be received.
~yone in need of special assistance to participate in the public

hearmg should please contact Carl R. Nordstrom, Deputy Director at
(609) 292-2733.

Interested persons may submit written comments until December 27,
1993 to:

Gregory A Marshall
Director
Division of Parks and Forestry
Department of Environmental Protection and Energy
CN 404
Trenton, New Jersey 08625

(d)
OFFICE OF LAND AND WATER PLANNING
Amendment to the Northeast Water Quality

Management Plan
Public Notice

Take notice that on October 13, 1993 pursuant to the provisions of
the Water Quality Planning Act (N.J.S.A. 58:11A-l et seq.), and the
Statewide Water Quality Management Planning rules (NJ.A.C. 7:15-3.4),
an amendment to the Northeast Water Quality Management Plan was
adopted by the Department. This amendment, which was submitted on
behalf of Bergen County, allows for transfer of Wastewater Management
Plan (WMP) responsibility for the WMP area consisting of the existing

Bergen County Utilities Authority (BCUA) district (excluding those
portions also within the Passaic Valley Sewerage Commissioners Dis­
trict), and Rochelle Park Township. WMP responsibility for this area

PUBLIC NOTICES
EDUCATION

(a)
DIVISION OF POLICY AND PLANNING
Notice of Availability of Federal and State Grant

Funds
1993-94 Edition of the Directory of Federal and State

Programs
Take notice that the New Jersey Department of Education has avail­

able for the general public the 1993-94 edition of the Directory of Federal
and State Programs which gives information regarding the availability
of the Federal and State grant funds pursuant to N.J.S.A 52:14-34.5.
A copy of this directory has been given to each Local Education Agency
and County Office of Education. Copies may be obtained by writing to:

Bureau of Budget, Accounting and Contracts
N.J. State Department of Education
CN 500
Trenton, NJ 08625-0500

Please note: This public notice is in accordance with NJ.S.A
52:14-34.5 which requires... "State agencies that award Federal and
State grant funds to publish a semi-annual notice regarding the avail­
ability of those funds in the New Jersey Register or an appropriate
publication of the department. .."

(b)
DIVISION OF POLICY AND PLANNING
Notice of Conditional Approval of the State Plan for

Special Education
Take notice that the New Jersey Department of Education has received

continued conditional approval of the State Plan for Special Education
under Part B of the Individuals with Disabilities Education Act for fiscal
years 1992 through 1994 by the Federal Office of Special Education and
by the Federal Office of Special Education and Rehabilitative Services
(OSERS). Approval of the Plan entitles New Jersey to receive an IDEA­
B grant award of $74.9 million for fiscal year 1993-94. Eligible agencies
receive notice of grant application procedures through the Department
of Education.

Copies of the approved 1992-1994 State Plan are available to interested
parties through the Office of Special Education, N.J. State Department
of Education, CN 500, Trenton, NJ 08625-0500.

For further information regarding the State Plan contact Ms. Carol
Kaufman at (609) 292-7605.

ENVIRONMENTAL PROTECTION
AND ENERGY

(c)
DIVISION OF PARKS AND FORESTRY
Notice of Public Hearing
Proposed Exchange of Properties
Comprising Part of Delaware and Raritan Canal State

Park
Take notice that the State of New Jersey, Department of Environmen­

tal Protection and Energy by the Division of Parks and Forestry will
hold a public hearing to seek comments on the proposed exchan~e of
the following State-owned Delaware and Raritan Canal State Park lands
no longer required for park purposes for certain lands owned by the
City of Trenton which are adjacent to the D and R Canal State Park
and will become a part of that facility.
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will be transferred to Bergen County if and when the BCUA is dissolved
and Bergen County as a result of that dissolution becomes owner and
operator of the wastewater treatment plant located at the foot of
Mehrhof Road in Little Ferry, Bergen County.

This amendment proposal was noticed in the New Jersey Register on
June 21, 1993. Comments in opposition to the amendment were received
from the BCUA during the public comment period and are summarized
below with the Department's responses.

COMMENT: The petition to amend the Northeast Water Quality
Management Plan (WQMP) indicates that the amendment would "trans­
fer responsibility for the wastewater operations and services provided
by the BCUA to the County of Bergen." While the County can seek
planning responsibility as defined in N.J.A.C. 7:15-5.3(b), it has no
authority to seek facility operating authority through the WQMP amend­
ment process.

RESPONSE: The BCUA is correct in that the County can not seek
to transfer responsibility for the wastewater operations and services
provided by BCUA to the County as part of an amendment to the
Northeast WQMP. As specified in the public notice for the amendment
which was published in the June 21, 1993 New Jersey Register, and June
24, 1993 Star Ledger, the proposed amendment only addressed the
transfer of WMP responsibility if and when the BCUA is dissolved. The
amendment petition submitted on behalf of Bergen County has been
revised to delete reference to transfer of responsibility for wastewater
operations and services.

COMMENT: The BCUA indicates that there are a number of issues
which need to be resolved prior to dissolution of the BCUA and that
the amendment to transfer WMP responsibility is premature. The request
for a WQMP amendment should come after dissolution has been fully
implemented rather than prior to dissolution.

RESPONSE: The adopted amendment does not supersede the various
issues which may need to be addressed as part of the dissolution of the
BCUA It only allows for WMP responsibility transfer to Bergen County
if and when the BCUA is dissolved. It is appropriate for the amendment
to be processed prior to dissolution of the BCUA since without the
County as the WMP agency upon dissolution of the BCUA, WMP
responsibility would automatically transfer to each municipality under
N.J.A.C. 7:15-5.4 through 5.8.

(a)
OFFICE OF LAND AND WATER PLANNING
Amendment to the Upper Raritan Water Quality

Management Plan
Public Notice

Take notice that the New Jersey Department of Environmental Protec­
tion and Energy (NJDEPE) is seeking public comment on a proposed
amendment to the Upper Raritan Water Quality Management (WQM)
Plan. This amendment, submitted on behalf of the Township of
Tewksbury, would revise the Tewksbury Township Wastewater Manage­
ment Plan (WMP). The amendment would reduce the sewer service area
and size of the proposed Route 78 Office Service Area Sewage Treat­
ment Plant (STP) to serve only Block 48, Lots 47 and 48, and Block
46.01, Lots 6.01, 7, 8, 9, 15, 16 and 17, all under the ownership of
Bellemead Development Corporation, along the southerly side of Route
78. This STP will be privately owned, not municipally owned, as previous­
ly planned. The AM. Best STP, originally slated to be abandoned, will
continue to serve properties identified as Block 46, Lots 6 and 7.01 owned
by AM. Best. No expansion of the AM. Best STP to serve beyond the
AM. Best properties is planned. The remainder of the Route 78 Office
Service Area originally identified in the Tewksbury Township WMP as
sewer service area of the Route 78 Office STP, will be identified as "On­
Site Ground Water Disposal Areas For Facilities With Design Flows
Of Less Than 20,000 Gallons Per Day."

This notice is being given to inform the public that a plan amendment
has been proposed for the Upper Raritan WQM Plan. All information
relating to the WQM Plan and the proposed amendment is located at
the NJDEPE, Office of Land and Water Planning, CN423, 401 East State
Street, Trenton, New Jersey 08625. It is available for inspection between
8:30 AM. and 4:00 P.M., Monday through Friday. An appointment to
inspect the documents may be arranged by calling the Office of Land
and Water Planning at (609) 633-1179.

PUBLIC NOTICES

Interested persons may submit written comments on the amendment
to Dr. Daniel J. Van Abs, Office of Land and Water Planning, at the
NJDEPE address cited above with a copy sent to Mr. John DeRiso,
Brokaw DeRiso Associates, Inc., Post Office Box 5192, Clinton, New
Jersey 08809. All comments must be submitted within 30 days of the
date of this public notice. All comments submitted by interested persons
in response to this notice, within the time limit, shall be considered by
NJDEPE with respect to the amendment request.

Any interested person may request in writing that NJDEPE hold a
nonadversarial public hearing on the amendment or extend the public
comment period in this notice up to 30 additional days. These requests
must state the nature of the issues to be raised at the proposed hearing
or state the reasons why the proposed extension is necessary. These
requests must be submitted within 30 days of the date of this public
notice to Dr. Van Abs at the NJDEPE address cited above. If a public
hearing is held, the public comment period in this notice shall be
extended to close 15 days after the public hearing.

(b)
DIVISION OF SOLID WASTE MANAGEMENT AND

WASTEWATER FACILITIES REGULATION
PROGRAM

Statewide Sludge Management Plan Update
Notice of Second Public Hearing and Extension of

Public Comment Period
DEPE Docket Number: 43·93·07

Take notice that, pursuant to N.J.S.A 13:1E-l et seq., the Division
of Solid Waste Management and the Wastewater Facilities Regulation
Program of the Department of Environmental Protection and Energy
(DEPE) will hold a second public hearing on the proposed Statewide
Sludge Management Plan Update as follows:

Wednesday, December 1, 1993
6:00 P.M. to 9:00 P.M.
Liberty State Park Interpretive Center
Wolf Drive
Jersey City, New Jersey

The DEPE is extending the comment period as well. Submit written
comments, identified by the Docket Number given above, by December
15, 1993, to:

Janis E. Hoagland, Administrative Practice Officer
NJDEPE Office of Legal Affairs
CN-402
Trenton, New Jersey 08625-0402

The purpose of the hearing is to receive oral and written comments
on Section III of the DEPE's Solid Waste Management Plan Update
concerning the Statewide Sludge Management Plan Update (hereafter
SSMP Update). Pursuant to N.J.S.A 13:IE-l et seq., the DEPE has
formulated, developed and periodically updated a Statewide plan for the
environmentally sound management of sewage sludge generated within
New Jersey. The SSMP Update includes the various guidelines, recom­
mendations for rules and regulations, and goals, objectives and policies
of the DEPE; guidance for the sludge management planning process;
and other sludge planning and program components developed to ad­
dress the State's sludge management needs.

Notice of the first public hearing was published in the September 7,
1993, New Jersey Register at 25 N.J.R. 4336(c). The DEPE, in response
to public inquiries and recommendations, has scheduled a second hearing
in the northern region of the State due to the numerous pending projects
that involved sewage authorities in this region. Additionally, the DEPE
has extended the written comment period to provide ample opportunity
for the public to participate and comment on the proposed SSMP
Update.

After this second public hearing, the DEPE will carefully review all
comments relevant to the SSMP Update and will prepare a document
summarizing the comments and the DEPE's responses thereto, including
revisions to the proposed SSMP Update that the DEPE deems necessary
and appropriate. Following this, the DEPE intends to adopt the SSMP
Update as Section III of the overall Solid Waste Management Plan.

Copies of the proposed SSMP Update are available at all libraries
in the State Library depository system, at all county solid waste manage­
ment offices and have been distributed to all domestic wastewater treat-
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PUBLIC NOTICES CORRECTIONS

ment facilities in New Jersey. In addition, copies may be obtained by
writing to the DEPE's Division of Solid Waste Management (DSWM),
Bureau of Medical Waste, Residuals Management and Statewide Plan­
ning, 840 Bear Tavern Road, Trenton, New Jersey 08625-0414, or by
calling the DSWM at (609) 530-8599.

HUMAN SERVICES

(a)
DIVISION OF FAMILY DEVELOPMENT
Food Stamp Program
Notice of Food Stamp Income Eligibility, Deduction,

and Coupon Allotment Standards
In accordance with N.J.A.C. 10:87-12, the Department of Human

Services announces that the following food stamp income eligibility,
deduction, and coupon allotment standards shall be utilized in the New
Jersey Food Stamp Program for the period October 1, 1993 through
September 30, 1994. This change became effective October 1, 1993.

Table I
Income Deductions

Each Additional Member

CORRECTIONS
(b)

Table VII
Percent of Poverty Level
(NJ.A.C. 10:87-12.7)

Maximum
Allowable

Income
$ 959.00

1297.00
1635.00
1974.00
2312.00
2650.00
2988.00
3327.00

+339.00

Member

165

Table IV
Maximum Allowable Gross Income

(NJ.A.C. 10:87-12.4)
Maximum
Allowable

Income
$ 756.00

1022.00
1289.00
1555.00
1822.00
2088.00
2355.00
2621.00

+267.00

Household
Size

1
2
3
4
5
6
7
8

Household
Size

1
2
3
4
5
6
7
8

Each Additional

$205.00

$128.00

$137.00

$131.00

$207.00

$ 18.00

Standard Deduction
(N.J.A.C. 1O:87-12.1(a»
Shelter Deduction
(N.J.A.C. 1O:87-12.1(b»
Uniform Telephone Allowance (UTA)
(N.J.A.C. 1O:87-12.1(c»
Standard Utility Allowance (SUA)
(N.J.A.C. 1O:87-12.1(d»
Heating Utility Allowance (HUA)
(N.J.A.C. 1O:87-12.1(e»
Homeless Shelter Allowance (HSA)
(N.J.A.C. 1O:87-12.1(f)

THE COMMISSIONER
Notice of Receipt of Petition for Rulemaking
N.J.A.C. 10A:4-9.15(c)
Petitioner: George R. Jacques, New Jersey State Prison.

Take notice that on October 7, 1993, the Department of Corrections
received a petition for rulemaking at N.J.A.C. lOA:4-9.15(c), the Depart­
ment's rules concerning Inmate Discipline-Evidence Required.

The petitioner requests that the Department amend N.J.A.C.
lOA:4-9.15 by adding a subsection (c) which states that the Disciplinary
Hearing Officer shall require a report from any treating physician/
psychologist/psychiatrist when in the event an inmate is charged with a
disciplinary infraction, and at the time of the alleged misconduct the
inmate is exhibiting any of the following:

1. Hallucinations (visual or auditory);
2. Delusions motivating or commanding the prisoner to harm himself

or others or to perform dangerous behavior;
3. Acute psychotic episodes or acute exacerbation of psychotic

symptoms from previous diagnosed psychosis (recent onset within 10
days);

4. Bizarre behavior, agitation, psychomotor retardation or depression
markedly interfering with daily function, which causes severe subjective
distress or is grossly unacceptable;

5. Total body rigidity or immobility (catatonia);
6. Severe and disabling anxiety; or
7. Severely disabling thought disorder.
The petitioner suggests that the report from any treating physician/

psychologist/psychiatrist shall consist of:
1. Whether the inmate's current mental status precludes participation

in the disciplinary process;
2. Whether the inmate's mental status contributed to the alleged

disciplinary offense; and/or
3. Whether the inmate's mental status contraindicates any particular

form of punishment.
The petitioner further suggests that if the Disciplinary Hearing Officer

finds that any of the above three mental conditions exist, the Disciplinary

(MCA)

MCA
$112.00
206.00
295.00
375.00
446.00
535.00
591.00
676.00

+85.00

$ 581.00
786.00
991.00

1196.00
1401.00
1606.00
1811.00
2016.00

+205.00

Table III
Maximum Allowable Net Income

(NJ.A.C. 10:87-12.3)
Maximum
Allowable

Income
Household

Size
1
2
3
4
5
6
7
8

Each Additional Member

Table II
Maximum Coupon Allotment

(NJ.A.C. 10:87-12.2)

Household Size
1
2
3
4
5
6
7
8

Each Additional Member
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INSURANCE

Hearing Officer shall dismiss the misconduct report and refer the inmate
to the appropriate institutional psychiatrist/psychologist for treatment, or
possible commitment to the Forensic Psychiatric Hospital if the treating
physician finds one or more of the following:

1. A suicide attempt within the past seven days;
2. Persistent suicide ideation;
3. Assaultive/harmful behavior;
4. Verbal threats to harm others;
5. Arson;
6. Self-mutilative behavior or threats;
7. Hallucinations (visual or auditory);
8. Delusions motivating or commanding the prisoner to harm self or

others or to perform dangerous behavior; and/or
9. Paranoid hallucinations/delusions, so severe that the prisoner is

unable to perform basic care needs, such as eating, drinking and/or
personal hygiene.

In accordance with the provisions of NJ.S.A. 52:14B-4(f) and N.J.A.C.
1:30-3.6, the Department shall subsequently mail to the petitioner, and
file with the Office of Administrative Law, a Notice of Action on the
Petition.

INSURANCE

(a)
DIVISION OF PROPERTY AND CASUALTY
Public Notice
List of Special Risks

Take notice that effective October 14, 1993 Samuel F. Fortunato,
Commissioner of Insurance, pursuant to the authority of the Commercial
Insurance Deregulation Act of 1982 (N.J.S.A. 17:29AA-l et seq.), hereby
promulgates the list of special risks described in N.J.S.A. 17:29AA-3k.
This list was last published November 5, 1982 at 14 N.J.R. 1404(a). The
Department has added Section F (Special Risk Exceptions) in order to
clarify which risks are specifically excepted from being special risks.

The following commercial lines insurance risks are special risks:
1. Risks which are written on an excess or umbrella basis;
2. Risks which are eligible for export as set forth on any current list

of exportables promulgated by the Commissioner under N.J.S.A.
17:22-6.43; or

3. Those commercial lines insurance risks, or portions thereof which:
(a) do not appear in any of the following manuals, rating plans or
schedules below; (b) are excepted below from such manuals, rating plans
or schedules; or (c) are specifically designated special risks below, are
found to be special risks which are of an unusual nature or high loss
hazard or are difficult to place or rate.

I. RATING ORGANIZATION MANUALS, RATING PLANS, OR
SCHEDULE AND EXCEPTIONS
A. INSURANCE SERVICES OFFICE

1. COMMERCIAL LINES MANUAL (including Com­
mercial Automobile Supplementary Rating Procedures)

Except risks which are designated as:
(a) "a" rated
(b) "refer to company" either exclusively or in the

alternative
(c) "Submit to company"
(d) Property owned by the Federal government
(e) Railroad property
(f) Computer fraud risks
(g) Extortion risks

2. COMMERCIAL AUTOMOBILE SUPPLEMENTARY
RATING PROCEDURES

B. MUTUAL SERVICE OFFICE
SPECIAL MULTI PERIL MANUAL, BURGLARY AND
THEFf
MANUAL FIRE AND ALLIED LINES MANUAL
Except risks designated as:
1. "a" rated
2. "refer to company" either exclusively or in the alternative
3. "submit to company"

C. CROP·HAIL INSURANCE ACTUARIAL ASSOCIATION
MANUAL

PUBLIC NOTICES

D. AMERICAN ASSOCIATION OR INSURANCE SERVICES
GENERAL LIABILITY MANUAL
Except risks as designated as:
1. "a" rated
2. "refer to company" either exclusively or in the alternative
3. "submit to company"

E. MILL AND ELEVATOR RATING BUREAU MANUAL
F. SPECIAL RISK EXCEPTIONS

Notwithstanding anything aforesaid, the following risks are not
special risks and are specifically excepted from the special risks
list:
1. Legal malpractice liability
2. Medical malpractice liability
3. Hospitals professional liability
4. Physicians and surgeons professional liability
5. Dentist professional liability
6. Employees professional liability
7. Nurses professional liability
8. Optometrists professional liability
9. Physiotherapists professional liability
10. Chiropodists professional liability

II. SPECIFICALLY DESIGNATED SPECIAL RISKS
A. INSURANCE SERVICES OFFICE

1. Risks rate under any of the following schedules are
special risks:
(a) Petroleum properties
(b) Petrochemicals plans
(c) Electric generating stations
(d) Natural gas pumping stations
(e) Coal, oil and water gas plants
(f) Electric traction properties

2. Risks insured under the provisions of the Highly
Protected Risks Rating Plan are special risks.

B. Preferred risk properties insured and rated as shown in the
rules and rating schedules of th,~ FACTORY MUTUAL
SERVICE BUREAU are special risks.

C. All commercial insurance aviation risks (including those rates
from the AVIATION INSURANCE RATING BUREAU
Schedule of Rates) are special risks.

D. All nuclear insurance risks are special risks.
E. All Animal Mortality risks are special risks.
F. All Credit Insurance risks are special risks.
G. All Boiler and Machinery risks are special risks.

TREASURY-TAXATION
(b)

DIVISION OF TAXATION
Sanitary Landfill Taxes
Notice of 1994 Tax Rate Changes

Take notice that the owners and operators of all sanitary landfill
facilities in New Jersey that accept solid waste for disposal are required
to file Consolidated Sanitary Landfill Tax Returns (Form SLT-5) on a
monthly basis. The five sanitary landfill taxes-the Solid Waste Recycling
Tax, the Landfill Closure and Contingency Tax, the Solid Waste Services
Tax, the Resource Recovery Investment Tax, and the Solid Waste Im­
portation Tax-are reportable on this consoliidated return.

This notice is to advise sanitary landfill taxpayers of the tax rate
changes provided for by law, effective January 1, 1994 for the sanitary
landfill taxes.

Please take notice that effective January 1, 1994:
1. The Solid Waste Services Tax increases from $0.90 per ton or $0.27

per cubic yard to $0.95 per ton or $0.285 per cubic yard (see N.J.S.A.
13:1E-138a);

2. The Solid Waste Importation Tax increases from $14.00 per ton
or $4.20 per cubic yard to $16.00 per ton or $4.80 per cubic yard (see
N.J.S.A. 13:1E-138c);

3. The Landfill Closure and Contingency Tax remains unchanged at
$0.50 per ton or $0.15 per cubic yard (see N.J.S.A. 13:1E-I04a);

4. The Solid Waste Recycling Tax remains unchanged at $1.50 per
ton or $0.45 per cubic yard (see N.J.S.A. 13:1E-95); and
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PUBLIC NOTICES

5. The Resource Recovery Investment Tax remains unchanged at
$4.00 per ton or $1.20 per cubic yard (see N.J.S.A. 13:lE-138b).

The tax rates for all solid waste in liquid form, reportable in gallons,
remain the same for all sanitary landfill taxes. Any taxpayer who fails
to comply with the new rates will be assessed tax, penalty and interest
on any calculated balance of tax due.

Return packages containing the 1994 Consolidated Sanitary Landfill
Tax Returns (Form SLT-5) with accompanying schedules and Instruc­
tions (Form SLT-5A) will be mailed to all taxpayers after January 1,
1994. Any inquiries regarding the Sanitary Landfill Taxes may be directed
to: Special Audit Section, Division of Taxation, 50 Barrack Street, Tren­
ton, NJ 08646, Telephone (609) 292-5300.

OTHER AGENCIES

OTHER AGENCIES
(a)

NEW JERSEY HIGHWAY AUTHORITY
Garden State Parkway
Notice of Receipt of Petition for Rulemaking
N.J.A.C. 19:8-9.1, Permits for Outdoor Advertising
Petitioner: Richard D. Merion, Vice President Barnegat Bay

Trading Co.
Nature of request for rulemaking action:
Mr. Merion requests that the New Jersey Highway Authority modify

its regulation N.J.A.C. 19:8-9.1 to permit placement of logos of off­
roadway businesses, such as restaurants and motels, on on-roadway signs
near the exits that lead to access to these businesses.

The purpose of the request is to aid small businesses that depend
on tourists for their livelihood.

This petition was received on September 13, 1993.
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REGISTER INDEX OF RULE PROPOSALS
AND ADOPTIONS

The research supplement to the New Jersey Administrative Code

A CUMULATIVE LISTING OF CURRENT
PROPOSALS AND ADOPTIONS

The Register Index of Rule Proposals and Adoptions is a complete listing of all active rule proposals (with the exception of rule changes
proposed in this Register) and all new rules and amendments promulgated since the most recent update to the Administrative Code. Rule proposals
in this issue will be entered in the Index of the next issue of the Register. Adoptions promulgated in this Register have already been noted
in the Index by the addition of the Document Number and Adoption Notice N..J.R. Citation next to the appropriate proposal listing.

Generally, the key to locating a particular rule change is to find, under the appropriate Administrative Code Title, the NJ.A.C. citation
of the rule you are researching. If you do not know the exact citation, scan the column of rule descriptions for the subject of your research.
To be sure that you have found all of the changes, either proposed or adopted, to a given rule, scan the citations above and below that rule
to find any related entries.

At the bottom of the index listing for each Administrative Code Title is the Transmittal number and date of thl: latest looseleaf update
to that Title. Updates are issued monthly and include the previous month's adoptions, which are subsequently deleted from the Index. To be
certain that you have a copy of all recent promulgations not yet issued in a Code update, retain each Register beginning with the October 4,
1993 issue.

If you need to retain a copy of all currently proposed rules, you must save the last 12 months of Registers. A proposal may be adopted
up to one year after its initial publication in the Register. Failure to adopt a proposed rule on a timely basis requires the proposing agency
to resubmit the proposal and to comply with the notice and opportunity-to-be-heard requirements of the Administrative Procedure Act (N.J.S.A.
52:14B-1 et seq.), as implemented by the Rules for Agency Rulemaking (N.J.A.C. 1:30) of the Office of Administrative Law. If an agency allows
a proposed rule to lapse, "Expired" will be inserted to the right of the Proposal Notice NJ.R. Citation in the next Register following expiration.
Subsequently, the entire proposal entry will be deleted from the Index. See: N.J.A.C. 1:30-4.2(c).

Terms and abbreviations used in this Index:

N..J.A.C. Citation. The New Jersey Administrative Code numerical designation for each proposed or adopted rule entry.

Proposal Notice (N..J.R. Citation). The New Jersey Register page number and item identification for the publication notice and text of a proposed
amendment or new rule.

Document Number. The Registry number for each adopted amendment or new rule on file at the Office of Administrative Law, designating
the year of promulgation of the rule and its chronological ranking in the Registry. As an example, R.1993 d.1 means the first rule filed
for 1993.

Adoption Notice (N..J.R. Citation). The New Jersey Register page number and item identification for the publication notice: and text of an adopted
amendment or new rule.

Transmittal. A series number and supplement date certifying the currency of rules found in each Title of the New Jersc~y Administrative Code:
Rule adoptions published in the Register after the Transmittal date indicated do not yet appear in the loose-leaf volumes of the Code.

N..J.R. Citation Locator. An issue-by-issue listing of first and last pages of the previous 12 months of Registers. Use the locator to find the issue
of publication of a rule proposal or adoption.

MOST RECENT UPDATE TO THE ADMINISTRATIVE CODE: SUPPLEMENT SEPTEMBER 20, 1993

NEXT UPDATE: SUPPLEMENT OCTOBER 18, 1993

Note: If no changes have occurred in a Title during the previous month, no update will be issued for that Title.
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N.J.R. CITATION LOCATOR

If the NJ.R. citation is
between:

24 N.J.R. 4145 and 4306
24 N.J.R 4307 and 4454
24 N.J.R 4455 and 4606
25 N.J.R 1 and 218
25 N.J.R 219 and 388
25 N.J.R 389 and 616
25 N.J.R 619 and 736
25 N.J.R 737 and 1030
25 N.J.R 1031 and 1308
25 N.J.R 1309 and 1620
25 N.J.R 1621 and 1796
25 N.J.R 1797 and 1912
25 N.J.R 1913 and 2150

Then the rule
proposal or

adoption appears
in this issue

of the Register

November 16, 1992
December 7, 1992
December 21, 1992
January 4, 1993
January 19, 1993
February 1, 1993
February 16, 1993
March 1, 1993
March 15, 1993
April 5, 1993
April 19, 1993
May 3, 1993
May 17, 1993

If the NJ.R. citation is
between:

25 N.J.R 2151 and 2620
25 N.J.R 2621 and 2794
25 N.J.R 2795 and 3050
25 N.J.R 3051 and 3276
25 N.J.R 3277 and 3582
25 N.J.R. 3583 and 3884
25 N.J.R. 3885 and 4360
25 N.J.R 4361 and 4540
25 N.J.R 4541 and 4694
25 N.J.R. 4695 and 4812
25 N.J.R 4813 and 4980
25 N.J.R. 4981 and 5382

Then the rule
proposal or

adoption appears
in this issue

of the Register

June 7, 1993
June 21, 1993
July 6, 1993
July 19, 1993
August 2, 1993
August 16, 1993
September 7, 1993
September 20, 1993
October 4, 1993
October 18, 1993
November 1, 1993
November 15, 1993

N.J.A.C.
CITATION

ADMINISTRATIVE LAW-TITLE 1
1:10-1.1,9.1,9.2, Family Development hearings

14.1, 14.2, 14.3,
18.1

PROPOSAL NOTICE DOCUMENT
(N.J.R. CITATION) NUMBER

25 N.J.R. 3888(a)

ADOPTION NOTICE
(N.J.R. CITATION)

25 N.J.R 4697(a)

25 NJ.R. 3889(a)
25 N.J.R 4544(a)
25 N.J.R 3585(a)
25 N.J.R 3279(a) R.1993 d.521
25 N.J.R. 3890(a)

Most recent update to Title 1: TRANSMITTAL 1993·2 (supplement September 20,1993)

AGRICULTURE-TITLE 2
2:68 Commercial feeding stuffs
2:69 Commercial fertilizers and soil conditioners
2:69-1.11 Commercial values of primary plant nutrients
2:76-5.1-5.4 Soil and water conservation project cost-sharing
2:76-6.11 Farmland Preservation Program: acquisition of

development easements
2:76-6.11 Farmland Preservation Program: correction to proposal

and extension of comment period regarding
acquisition of development easements

Most recent update to Title 2: TRANSMITTAL 1993-5 (supplement August 16, 1993)

BANKING-TITLE 3

25 NJ.R 4899(a)

3:1-13.2
3:3-2.2, 2.3

3:4-1.6
3:4-2

3:6-15.2
3:11-7.11
3:28-4.7,4.12
3:31
3:32
3:38-1.1, 1.10, 5.1
3:41-2.1, 11

3:41-5.1

Mortgage loans: fire insurance amount
Release of bank examination reports to independent

auditors
Capital for interim conversion in merger or acquisition
Payment of stock options to directors, officers and

employees of State depositories
Disqualification of savings bank directors
Disqualification of bank directors
Repair and improvement loans
Repeal (see 3:28-4.7, 4.12)
Conversion of associations and savings banks
Mortgage banker non-servicing
Cemetery Board: location of interment spaces and path

access
Cemetery Board: cemetery company price lists

25 NJ.R. 3585(b)
25 N.J.R 4819(a)

25 N.J.R. 4545(a)
25 N.J.R 3586(a)

25 N.J.R. 3586(b)
25 NJ.R. 3586(b)
25 N.J.R. 3587(a)
25 NJ.R 3587(a)
25 NJ.R. 2799(a)
25 N.J.R. 1035(a)
25 N.J.R. 623(a)

25 N.J.R. 4819(b)

R1993 d.520

R.1993 d.565

R.1993 d.517
R1993 d.517
R1993 d.535

25 NJ.R. 4900(a)

25 N.J.R. 5145(a)

25 N.J.R. 4900(b)
25 N.J.R. 4900(b)
25 NJ.R. 4900(c)

Most recent update to Title 3: TRANSMITTAL 1993·7 (supplement September 20,1993)

CML SERVICE-TITLE 4

Most recent update to Title 4: TRANSMITTAL 1992·1 (supplement September 21,1992)

4A:3-4.10
4A:4-2.2,2.14
4A:4-2.9
4A:4-2.11
4A:4-7.8
4A:6-1.2, 1.6, 1.11,

1.12,1.13

PERSONNEL-TITLE 4A
4A:I-5 Disability discrimination grievance procedure regarding

compliance with Americans with Disabilities Act
(ADA)

State service: demotional pay adjustments
Equal employment opportunity
Make-up examinations
Residence requirements: administrative correction
Voluntary demotions
Leaves of absence

25 N.J.R. 1314(c)

25 NJ.R 4821(a)
25 NJ.R. 4821(b)
25 N.J.R. 4823(a)

25 NJ.R. 4823(b)
25 NJ.R 4824(a)

25 N.J.R 5145(b)
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N.J.A.C.
CITATION

4A:6-1.3
4A:7-1.1, 2.1, 2.2,

2.3,3.1

Equal employment opportunity
Equal employment opportunity

PROPOSAL NOTICE DOCUMENT
(N.J.R. CITATION) NUMBER

25 N.J.R. 4821(b)
25 N.J.R. 4821(b)

ADOPTION NOTICE
(N.J.R. CITATION)

Most recent update to Title 4A: TRANSMITIAL 1993-5 (supplement September 20, 1993)

25 N.J.R. 4592(a)

25 N.J.R. 4901(b)
25 N.J.R. 4743(a)

25 N.J.R. 4901(a)

25 N.J.R. 5145(c)

25 N.J.R. 5146(a)

R.1993 d.522
R.1993 d.505

R.1993 d.487

R.1993 d.581

R.1993 d.580

25 N.J.R. 3053(a)

25 N.J.R. 4826(a)

25 N.J.R. 4369(a)

25 N.J.R. 4830(a)

25 NJ.R. 4828(a)

25 N.J.R. Ill8(a)
25 N.J.R. 1118(a)

25 N.J.R. 2159(a)

25 N.J.R. 4546(a)
25 N.J.R. 4546(b)

25 N.J.R. 2162(a)

25 N.J.R. 4363(a)
25 N.J.R. 4363(a)

25 N.J.R. 3692(a)

25 N.J.R. 3891(a)

25 N.J.R. 3693(a)

25 N.J.R. 4548(a)
25 N.J.R. 3693(b)
25 N.J.R. 3281(a)

25 N.J.R. 4363(a)

25 N.J.R. 1315(b)

25 N.J.R. 1316(a)

25 N.J.R. 4363(a)

Fire Prevention Code: junk yards, recycling centers, and
other exterior storage sites

Fire Safety Code: fire suppression systems in hospitals
and nursing homes

Fire Code enforcement

Uniform Construction Code: minor work; ordinary
repairs

Uniform Construction Code: subcodes

High level alarms
Fire service training and certification

Uniform Construction Code: ordinary repairs;
interpretation

Uniform Construction Code: reroofing work
UCC: utility load management device permits;

mausoleum plan review; Department fees
Uniform Construction Code: private on-site inspection

agencies

Uniform Construction Code: "Notice of Elevator
Device Sealed Out of Operation"

UCC: subcode training registration fee
Meetings of community associations
State Review Process for intergovernmental review of

applications for Federal financial assistance and
direct development activities

Housing and Mortgage Finance Agency: Housing
Incentive Note Purchase Program fees

Housing and Mortgage Finance Agency: Lease­
Purchase Program

Housing and Mortgage Finance Agency: affordable
housing controls

Housing and Mortgage Finance Agency: investment of
housing project funds

Housing and Mortgage Finance Agency: housing
investment sales

Council on Affordable Housing: substantive rules
Council on Affordable Housing: substantive rules

5:80-23.9

5:92-1.1
5:93

5:23-4.18
5:26-8.2
5:50

5:80-26.19

5:18A-1.4, 2.2, 2.3,
2.5-2.11,3.3,3.4,
3.6, 4.2~.6, 4.9,
4.10

5:18B-2.8
5:18C-1.4, 1.5, 1.7,

1.8, 1.9, 2.3
5:23-1.4,2.7,2.17A

5:23-2.6,2.14,2.23,
3.2, 3.4, 3.8A,
3.llA,3.14-3.18,
3.20, 3.20A, 3.21,
4.3A, 4A.8, 4A.ll,
12.2

5:23-2.7,9.3

5:23-2.17A
5:23-2.18A,3.ll,

4.20
5:23-4.4, 4.5, 4.5A,

4.12,4.14,4.18,
4.20

5:23-4.5

COMMUNITY AFFAIRS-TITLE 5
5:10-1.12 Hotels and multiple dwellings: administrative correction
5:18-1.4,1.5,2.1,2.3, Uniform Fire Code

2.5,2.6,2.11,2.14,
4.1,4.3

5:18-3.2,3.3,3.13,
3.19, App. 3A

5:18-4.3,4.7

5:80-29

5:80-32

5:80-24

Most recent update to Title 5: TRANSMITTAL 1993-9 (supplement September 20, 1993)

MILITARY AND VETERANS' AFFAIRS-TITLE SA
5A:7-1 Disability discrimination grievance procedure regarding 25 N.J.R. 1317(a)

compliance with Americans with Disabilities Act
(ADA)

Most recent update to Title SA: TRANSMITIAL 1992-2 (supplement September 21,1992)

6:2
6:22A
6:28-4.1
6:78

EDUCATION-TITLE 6
6:1 et seq. Title 6, New Jersey Administrative Code: opportunity

for public comment
Appeals to State Board of Education
School facility lease purchase agreements
Special education: administrative correction
Marie H. Katzenbach School for the Deaf

25 N.J.R. 4369(b)

25 N.J.R. 4548(b)
25 N.J.R. 3588(a) R.I993 d.544

25 N.J.R. 3592(a) R.1993 d.543

25 N.J.R. 4901(c)
25 N.J.R. 4743(b)
25 N.J.R. 4904(a)

Most recent update to Title 6: TRANSMITIAL 1993-6 (supplement August 16, 1993)
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N.J.A.C. PROPOSAL NOTICE DOCUMENT ADOPI10N NOTICE
CITATION (N.J.R. CITATION) NUMBER (N.J.R. CITATION)

ENVIRONMENTAL PROTECTION AND ENERGY-TITLE 7
7:0 Green glass marketing and recycling: request for public 25 NJ.R. 1654(a)

input on feasibility study
7:0 Regulated Medical Waste Management Plan: public 25 N.J.R. 1654(b)

hearing and opportunity for comment
7:0 Site Remediation Program: analysis of strict, joint and 25 N.J.R. 3694(a)

several liability under the New Jersey Spill
Compensation Act

7:1D Allocation of water supply costs for emergency water 25 N.J.R. 2635(a) R.1993 d.497 25 N.J.R. 4595(a)
projects

7:1E Discharges of petroleum and other hazardous 25 N.J.R. 2636(a)
substances: request for public comment on draft
amendments

7:1G-I-5,7 Worker and Community Right to Know 25 NJ.R. 1631(a)
7:1G-2.1,6.4 Environmental Hazardous Substances and Industrial 25 NJ.R. 2166(a)

Survey lists: copper phthalocyanine compounds;
confidentiality

7:1K-1.5, 3.1, 3.4, Pollution Prevention Program requirements 25 N.J.R. 1849(a)
3.9-3.11,4.3,4.5,
4.7,5.1,5.2,6.1,
6.2,7.2,7.3,
9.2-9.5,9.7,
12.6-12.9

7:2-2.20, 3.6, 6.4, 8.4, State Park Service Code 25 N.J.R. 2799(b)
8.6, 10.2, 16.5,
17.1, 17.3, 17.4,
17.5

7:4B Historic Preservation Revolving Loan Program 25 NJ.R. 748(a)
7:7A-1.4,2.7 Freshwater Wetlands Protection Act rules: definition of 25 N.J.R. 1642(a)

project
7:7E-7.4 Coastal zone management: Outer Continental Shelf oil 25 N.J.R. 5(a) R.1993 d.549 25 N.J.R. 5146(b)

and gas exploration and development
7:9-1.1 Treatment works approval, sewer bans and sewer ban 25 N.J.R. 3282(a)

exemptions
7:9-4 (7:9B) Surface water quality standards; draft Practical 25 NJ.R. 404(a)

Quantitation Levels; total phosphorus limitations and
criteria: extension of comment periods and notice of
roundtable discussion

7:9-4 (7:9B-l), 6.3 Surface water quality standards 24 N.J.R. 3983(a)
7:9-4.14,4.15 Surface water quality standards: administrative 24 N.J.R. 4471(a)

(7:9B-1.14, 1.15) corrections to proposal
7:9-4.15 Water surface quality standards: Wallkill River 25 N.J.R. 3755(a)
7:13-7.1 Delaware River, Pohatcong Township: flood plain 25 N.J.R. 4370(a)

redelineation
7:13-7.1 Overpeck Creek, Englewood: flood plain redelineation 25 N.J.R. 4371(a)
7:13-7.1 Poplar Brook, Deal: flood plain redelineation 25 N.J.R. 4372(a)
7:14A NJPDES Program: opportunity for interested party 25 NJ.R. 411(a)

review of permitting system
7:14A NJPDES Program: extension of comment period for 25 NJ.R. 1863(a)

interested party review of permitting system
7:14A-1.9,3.14 Surface water quality standards 24 N.J.R. 3983(a)
7:14A-1.9, 12, 22, 23 Treatment works approval, sewer bans and exemptions 25 N.J.R. 3282(a)
7:14A-2.5 NJPDES Program: administrative correction regarding 25 N.J.R. 4791(a)

permittee requirements
7:14B-1.6, 2.2, 2.6, Underground Storage Tanks Program fees 25 N.J.R. 1363(a)

2.7,2.8,3.1-3.8
7:15-5.18 Treatment works approval, sewer bans and exemptions 25 N.J.R. 3282(a)
7:20A Water usage certifications for agricultural or 25 N.J.R. 3956(a)

horticultural purposes
7:25-6 1994-95 Fish Code 25 NJ.R. 3053(b) R.1993 d.526 25 N.J.R. 4905(a)
7:25-7.13,14.1,14.2, Crab management 25 NJ.R. 4831(a)

14.4-14.8,
14.10-14.13

7:25-11 Introduction of imported or non-native shellfish or 24 NJ.R. 3660(a) Expired
finfish into State's marine waters

7:25-18.1,18.14 Summer flounder permit conditions 25 N.J.R. 2167(a)
7:25A-1.2, 1.4, 1.9, Oyster management 25 N.J.R. 754(a)

4.3
7:26-1.4, 9.3 Hazardous waste management: satellite accumulation 25 N.J.R. 1864(a)

areas
7:26-1.9, 11.4, 12.9 Waste management: administrative corrections 25 N.J.R. 4595(b)
7:26-2.11, 2.13, 2B.9, Solid waste flow through transfer stations and materials 24 N.J.R. 3286(c) R.1993 d.508 25 N.J.R. 4763(a)

2B.IO, 6.2, 6.8 recovery facilities
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N..J.A.C. PROPOSAL NOTICE DOCUMENT ADOPTION NOTICE
CITATION (N.J.R. CITATION) NUMBER (N.J.R. CITATION)

7:26-6.6 Procedure for modification of waste flows 25 N.J.R. 991(a)
7:26-8.8,8.12,8.19 Handling of substances displaying the Toxicity 25 N.J.R. 753(a)

Characteristic
7:26-12.3 Hazardous waste management: interim status facilities 24 NJ.R. 4253(a)
7:26B-1.3, 1.10, 1.11, Environmental Cleanup Responsibility Act Program 25 NJ.R. 1375(a)

1.12 fees
7:26C Site Remediation Program: opportunity for comment 25 N.J.R. 4551(c)

on draft remedial priority system
7:27-1,8,18,22 Air pollution control: facility operating permits 25 N.J.R. 3963(a)
7:27-1,8,18,21,22 Air pollution control: extension of comment period 25 NJ.R. 4836(a)

regarding facility operating permits, emission
statements, and penalties

7:27-1.4,2.1,8.1,8.2, Air pollution by volatile organic compounds: control 25 N.J.R. 3339(a)
16,17.1,17.3,17.4, and prohibition
23.1-23.7,25.1,
25.7

7:27-1.4,2.1,8.1,8.2, Air pollution control: extension of comment period 25 NJ.R. 4551(a)
16,17.1,17.3,17.4,
23.1-23.7,25.1,
25.7

7:27-15.1, 15.2, Air quality management: enhanced inspection and 25 N.J.R. 3322(a)
15.4-15.10 maintenance program

7:27-19 Control and prohibition of air pollution from oxides of 25 N.J.R. 631(a)
nitrogen

7:27-21.1-21.5, 21.8, Air pollution control: facility emission statements 25 N.J.R. 4033(a)
21.9,21.10

7:27-25.1, 25.3, 25.4, Oxygenated fuels program 25 N.J.R. 4039(a)
25.9, 25.10, 25.11,
25.12

7:27-26 Low Emissions Vehicle Program 25 N.J.R. 1381(a)
7:27A-3.2, 3.5, 3.10 Air pollution control: administrative penalties and 25 NJ.R. 4045(a)

requests for adjudicatory hearings
7:27A-3.2, 3.10 Air pollution civil administrative penalties 25 NJ.R. 3339(a)
7:27A-3.2,3.1O Air pollution civil administrative penalties: extension of 25 N.J.R. 4551(a)

comment period
7:27A-3.5,3.10 Control and prohibition of air pollution from oxides of 25 N.J.R. 631(a)

nitrogen: civil administrative penalties
7:27A-3.10 Air pollution control: facility emission statement 25 NJ.R. 4033(a)

penalties
7:27A-3.1O Oxygenated fuels program penalties 25 N.J.R. 4039(a)
7:278-3.1,3.10 Air pollution sampling and analytical procedures 25 N.J.R. 3339(a)
7:27B-3.1,3.10 Air pollution sampling and analytical procedures: 25 N.J.R. 4551(a)

extension of comment period
7:27B-4.1,4.5-4.10 Air quality management: enhanced inspection and 25 NJ.R. 3322(a)

maintenance program
7:28-15 Medical diagnostic X-ray installations: administrative 25 N.J.R. 5148(a)

correction
7:28-15, 16.2, 16.8 Medical diagnostic x-ray installations; dental 25 N.J.R. 7(a) R.l993 d.5l0 25 NJ.R. 4770(a)

radiographic installations
7:28-15, 16.2, 16.8 Medical diagnostic x-ray installations; dental 25 NJ.R. 1039(a)

radiographic installations; extension of comment
period

7:36 Green Acres Program: opportunity to review draft rule 25 N.J.R. 1473(a)
revisions

7:31-2.5, App. I Toxic Catastrophe Prevention Act rules: administrative 25 N.J.R. 4791(b)
corrections

7:36 Green Acres Grant Program 25 NJ.R. 3405(a)
7:45 Delaware and Raritan Canal State Park Review Zone 25 NJ.R. 4836(b)

Most recent update to Title 7: TRANSMITIAL 1993-9 (supplement September 20, 1993)

HEALTH-TITLE 8
8:2A-l Access to death records 25 N.J.R. 3115(a)
8:21-10.1, 10.2, 10.4, Milk and fluid milk products 25 N.J.R. 4373(a)

IG.6,10.12
8:23-6 Pilot low-cost spaying and neutering clinic surgery fees 25 N.J.R. 3116(a) R.1993 d.568 25 N.J.R. 5148(a)
8:24 Packing of refrigerated foods in reduced oxygen 25 N.J.R. 660(b)

packages by retail establishments: preproposal
8:25-2.1,2.3 Youth Camp Safety Act standards: administrative 25 NJ.R. 4744(a)

corrections
8:3lB Hospital financing 25 N.J.R. 3117(a) R.1993 d.593 25 N.J.R. 5149(a)
8:31B Hospital financing: correction to proposal 25 NJ.R. 3566(a)
8:31B-3.41,4.38, Hospital reimbursement: uncompensated care 25 N.J.R. 3125(a)

4.39, 4.4'l, 7
8:31B-4.41-4.41N Hospital reimbursement: charity care audit functions 25 N.J.R. 3707(a) R.1993 d.592 25 N.J.R. 5154(a)
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24 NJ.R. 1674(a) R.1993 d.226 25 N.J.R. 1970(b)

24 NJ.R. 2414(b) R.1993 d.338 25 N.J.R. 2882(b)

24 NJ.R. 2997(a) R.1993 d.225 25 N.J.R. 1970(a)

24 NJ.R. 4009(a) R.1993 d.468 25 N.J.R. 4497(a)

25 N.J.R. 55(a) R.1993 d.467 25 N.J.R. 4496(b)

25 NJ.R. 875(a) R.1993 d.469 25 N.J.R. 4497(b)

25 NJ.R. 1814(b) R.1993 d.466 25 N.J.R. 4496(a)
25 N.J.R. 1815(a) R.1993 d.334 25 N.J.R. 2879(c)
25 N.J.R. 2802(b) R.1993 d.465 25 N.J.R. 4495(b)
25 NJ.R. 3906(a)
25 NJ.R. 4377(a)
25 NJ.R. 4844(a)

R.1993 d.498 25 N.J.R. 4626(a)
R.1993 d.545 25 N.J.R. 4908(a)

R.1993 d.594 25 N.J.R. 5163(a)

R.1993 d.473 25 N.J.R. 4631(a)

R.1993 d.595 25 N.J.R. 5164(a)

R.1993 d.569 25 NJ.R. 5164(b)

N.J.A.C.
CITATION

8:33A-1.2, 1.16

8:33A-1.10,1.16,
1.29

8:33E

8:33H
8:33S
8:34
8:36

8:40-1.1,2.3,2.7,3.1,
4.12, 5.23, 6.26

8:41-4.1,10.5-10.13,
11

8:43
8:43

8:44
8:44-2.1,2.14
8:44-2.11
8:57-3.2

8:59-5.6

8:59-App. A, B

8:71

8:71

8:71

8:71

8:71

8:71

8:71
8:71
8:71
8:71
8:71
8:71

Hospital Policy Manual: applicant preference; equity
requirement

Hospital Policy Manual: capital cap and review process

Cardiac diagnostic facilities and surgery centers:
certificate of need

Long-term care services: certificate of need policy
Surgical facilities: certificate of need
Nursing home administrators: standards for licensing
Assisted living residences and comprehensive personal

care homes: standards for licensure
Invalid coach and ambulance services: licensure; street

EMS
Mobile intensive care programs: standing orders;

paramedic clinical training objectives
Licensure of residential health care facilities
Licensure of residential health care facilities: public

hearing
Operation of clinical laboratories
Clinical laboratory licensure: HIV testing
Clinical laboratories: reporting by supervisors
Physician reporting of occupational and environmental

diseases and injuries
Worker and Community Right to Know: exclusions

from labeling requirements
Worker and Community Right to Know Act:

preproposal concerning Hazardous Substance List
and Special Health Hazard Substance List

Interchangeable drug products (see 24 N.J.R. 2557(b),
3173(a), 4260(b); 25 N.J.R. 582(a»

Interchangeable drug products (see 24 N.J.R. 3174(c),
3728(a), 4262(a); 25 N.J.R. 583(a»

Interchangeable drug products (see 24 N.J.R. 4261(a);
25 NJ.R. 582(b»

Interchangeable drug products (see 25 N.J.R. 580(b),
2883(a»

Interchangeable drug products (see 25 N.J.R. 1221(a),
1969(c),2882(a»

Interchangeable drug products (see 25 N.J.R. 1970(c),
2881(b»

Interchangeable drug products (see 25 N.J.R. 2881(a»
Interchangeable drug products
Interchangeable drug products
Interchangeable drug products
List of Interchangeable Drug Products
Interchangeable drug products

PROPOSAL NOTICE
(N.J.R. CITATION)

24 NJ.R. 4476(a)

25 NJ.R. 3710(a)

25 N.J.R. 3712(a)

25 N.J.R. 3719(a)
25 NJ.R. 2790(a)
25 NJ.R. 3727(a)
25 NJ.R. 3734(a)

25 NJ.R. 2663(a)

25 NJ.R. 2665(a)

25 NJ.R. 25(a)
25 N.J.R. 757(a)

25 NJ.R. 3904(a)
25 NJ.R. 2184(a)
25 N.J.R. 3751(a)
25 NJ.R. 2186(a)

25 N.J.R. 3441(a)

25 N.J.R. 792(a)

DOCUMENT
NUMBER

R.1993 d.570

ADOPTION NOTICE
(N.J.R. CITATION)

25 N.J.R. 5161(a)

Most recent update to Title 8: TRANSMITTAL 1993-8 (supplement September 20,1993)

HIGHER EDUCATION- TITLE 9
9:1 Licensing and degree approval standards 25 NJ.R. 3057(a) R.1993 d.523 25 N.J.R. 4915(a)
9:2-11 Disability discrimination grievance procedure regarding 25 N.J.R. 1323(a)

compliance with Americans with Disabilities Act
(ADA)

9:5-2.1,2.2,2.3,2.5, Job training program: unemployed persons tuition 25 N.J.R. 3593(a)
2.7 waiver

9:7-9 Paul Douglas Teacher Scholarship Program 25 N.J.R. 3594(a)
9:11-1.1,1.2,1.4,1.6, Educational Opportunity Fund: student eligibility for 25 N.J.R. 1663(a) R.1993 d.480 25 NJ.R. 4596(a)

1.10, 1.22, 1.23 undergraduate grants
9:11-1.4 Educational Opportunity Fund Program: financial 25 N.J.R. 4886(a)

eligibility for undergraduate grants
9:11-1.5 Educational Opportunity Fund Program: financial 25 N.J.R. 1946(a) R.1993 d.479 25 N.J.R. 4597(a)

eligibility for undergraduate grants
9:17 Implementing the Higher Education Equipment 25 N.J.R. 4887(a)

Leasing Fund

Most recent update to Title 9: TRANSMITTAL 1993-6 (supplement September 20, 1993)

10:8

10:31-1.4,2.1,2.2,
2.3,8.1,9.1

HUMAN SERVICES-TITLE 10
10:3 Contract administration
10:4 Disability discrimination grievance procedure regarding

compliance with Americans with Disabilities Act
(ADA)

Patient advance directives; DNR orders; declaration of
death

Screening and Screening Outreach Programs: mental
health services

25 NJ.R. 3694(b) R.1993 d.597
25 NJ.R. 1323(b)

25 N.J.R. 2669(a)

25 N.J.R. 1324(a)

25 N.J.R. 5165(a)
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N.J.A.C. PROPOSAL NOTICE DOCUMENT AD0PI10N NOTICE
CITATION (N.J.R. CITATION) NUMBER (N.J.R. CITATION)

10:37-5.37-5.43 Repeal (see 1O:37A) 25 N.J.R 2672(a)
1O:37A Community residences for mentally ill adults 25 N.J.R 2672(a)
1O:37B Psychiatric community residences for youth 25 N.J.R. 2197(a)
IO:37C Community mental health clinical case management 25 NJ.R 4845(a)
10:38-1.4, 2.1, 2.2, Interim Assistance Program for discharged State 25 N.J.R. 3697(a)

3.3, 3.4, 3.6, 3.8, psychiatric hospital clients
4.3,5.2,7.2,7.4,
7.5, App. C, E, G

10:39 Repeal (see 1O:37A) 25 N.J.R. 2672(a)
1O:44A Licensed community residences to developmentally 25 NJ.R. 4378(a)

disabled
10:49-19.1, 19.4, State-defined HMOs Emergency (expires R1993 d.525 25 N.J.R. 4793(a)

19.7, 19.11 12-3-93)
10:51-5.6 Pharmaceutical services: income eligibility limits 25 N.J.R 3407(a)
10:52-1.9,1.13 Reimbursement methodology for distinct units in acute 24 N.J.R. 4477(a)

care hospitals and for private psychiatric hospitals
10:52-1.23 Inpatient hospital services: adjustments to Medicaid 24 N.J.R 4478(a)

payer factors
10:53-1.1 Reimbursement methodology for special hospitals 24 NJ.R. 4477(a)
10:60-1.1-1.17,2.2, Home Care Services Manual 25 NJ.R. 2803(a) RI993 d.588 25 NJ.R. 5167(a)

2.4,2.5,2.8,2.9,
2.10,2.12,2.14,
2.15,2.16,3.2,3.3,
3.6, 4.2, 6, App. A,
H

10:62 Vision care services 25 NJ.R 3907(a)
10:66 Independent clinic services: Medicaid program services 25 NJ.R 4379(a)
10:69-5.1 HAAAD income eligibility limits 25 N.J.R 3407(a)
1O:69A-1.2,6.2 PAAD income eligibility limits 25 N.J.R. 3407(a)
1O:69B Lifeline Programs 25 N.J.R 3701(a) R1993 d.586 25 N.J.R. 5167(b)
10:69B-4.2 Lifeline programs: income eligibility limits 25 N.J.R. 3407(a)
10:80 Organization of the Division of Family Development Exempt R1993 d.518 25 N.J.R. 4931(a)
10:81-2.2,2.3,5.1, Fraudulent receipt of AFDC assistance; disqualification 25 NJ.R 3408(a)

7.40-7.47, 15 penalties
10:81-8.22 Medicaid eligibility of dependent child of adolescent 25 N.J.R. 2815(a) R1993 d.519 25 NJ.R. 4931(b)

parent
10:81-10.7,10.8 Refugee Resettlement Program: eligibility limitations 25 N.J.R. 3919(a)
1O:81-11.4,11.16A, Public Assistance Manual: closing criteria for IV-D 25 N.J.R. 881(a)

11.20 cases; application fee for non-AFDC applicants
10:81-11.7,11.9 Non-AFDC child support orders 25 N.J.R 2816(a)
10:81-11.21 Review and adjustment of child support orders in 25 NJ.R 2818(a)

AFDC, foster care, and Medicaid Only cases
1O:81-14.18A Child care services: payment rates and co-payment fees 25 N.J.R. 1692(a)
10:82-3.2 Assistance Standards Handbook: administrative 25 N.J.R 4597(b)

correction regarding exempt resources
10:82-3.14 Deeming income of parents or guardians of adolescent 25 NJ.R. 2819(a) R.1993 d.566 25 N.J.R. 5168(a)

parent
10:82-5.3 Child care services: payment rates and co-payment fees 25 NJ.R 1692(a)
10:84 Administration of public assistance programs: agency 24 NJ.R 4480(a)

action on public hearing
10:84-1 Administration of public assistance programs 24 N.J.R. 4480(b)
10:86-10.2,10.6 Child care services: payment rates and co-payment fees 25 N.J.R. 1692(a)
10:87 Food Stamp Program 25 N.J.R. 4697(b)
10:97-1.3,3.1 Commission for the Blind and Visually Impaired: 25 NJ.R 4551(d)

licensing procedure for Business Enterprise Program
10:121A-5.10 Requirements for adoption agencies: searches 25 N.J.R 3415(a) R.1993 d.532 25 NJ.R. 4932(a)
10:123-3.4 Personal needs allowance for eligible residents of 25 N.J.R. 2684(a) R.1993 d.489 25 NJ.R. 4598(a)

residential health care facilities and boarding houses
10:126 Family day care registration: manual of requirements 25 NJ.R 3703(a) R1993 d.533 25 N.J.R. 4932(b)
10:127-2.1,3.7,3.8, Residential child care facilities requirements: 25 N.J.R 4932(c)

5.2,8.1,8.4,9.1, administrative correction
9.10, 10.4, 10.13,
10.15,10.16,10.25

10:133C-4 Division of Youth and Family Services: case goals 25 NJ.R. 1947(a) R1993 d.490 25 N.J.R. 4598(b)
10:133D-2 DYFS case management: case plan 25 NJ.R. 2209(a) R1993 d.534 25 N.J.R. 4934(a)
10:133D-4 DYFS case management: in-person visits with clients 25 NJ.R. 221O(a) R.1993 d.587 25 N.J.R. 5168(b)

and substitute care providers
10:140 Disability discrimination grievance procedure regarding 25 NJ.R 1326(a)

compliance with Americans with Disabilities Act
(ADA)

Most recent update to Title 10: TRANSMITIAL 1993-8 (supplement September 20, 1993)

CORRECTIONS-TITLE lOA
lOA:1-1.3,1.4 Public information requests; reimbursement for copying 25 N.J.R 4552(a)

costs
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ADOPTION NOTICE
(N.J.R. CITATION)

25 N.J.R. 5170(a)

25 N.J.R 4599(a)
25 N.J.R. 5169(a)

DOCUMENT
NUMBER

R.1993 d.488
R.1993 d.584

R.1993 d.567

25 N.J.R 4849(a)
25 N.J.R. 4702(a)
25 N.J.R 3416(a)
25 N.J.R 4435(a)
25 N.J.R. 4553(a)
25 N.J.R 3920(a)
25 N.J.R. 4552(a)
25 N.J.R. 4703(a)
25 N.J.R. 4705(a)
25 N.J.R. 3597(a)

PROPOSAL NOTICE
(N.J.R. CITATION)

25 N.J.R 1326(b)Disability discrimination grievance procedure regarding
compliance with Americans with Disabilities Act
(ADA)

Inmate accounts: transaction fees
Inmate keep separate status
Inmate discipline: sexual assault
Sanctions for prohibited acts committed by inmates
Restoration to inmates of forfeited commutation credits
Blood donation by inmates: autologous donations
Reimbursement for copy costs
State Parole Board: future parole eligibility terms
State Parole Board: victim input
State Parole Board: general conditions of parole and

future eligibility upon revocation

Most recent update to Title lOA: TRANSMITTAL 1993-5 (supplement September 20, 1993)

lOA2-2.2
1OA:3-1.4, 2.3
lOA:4-4.1
10A4-5.1, 5.2, 5.3
lOA9-5.5
lOAI6-9.1
lOA:31-6.13
lOA:71-3.21
lOA71-3.47
lOA71-7.16

N.J.A.C.
CITATION

10A:I-3

25 N.J.R. 5182(a)

25 N.J.R. 5184(a)
25 N.J.R 5194(a)
25 N.J.R. 5197(a)
25 N.J.R 5202(a)
25 N.J.R. 5204(a)

25 N.J.R. 5208(a)

25 N.J.R. 5212(a)
25 N.J.R. 5215(a)

25 N.J.R. 5170(b)

25 N.J.R 5180(a)

25 N.J.R. 5219(a)

25 N.J.R. 5229(a)

25 N.J.R. 1327(a)

25 N.J.R 1045(a)

25 N.J.R 1819(a)
25 N.J.R. 4275(a) R1993 d.554
24 N.J.R. 4331(a)
25 N.J.R 4284(a) R1993 d.555
25 N.J.R. 3921(a)

25 N.J.R. 4286(a) R1993 d.556

25 N.J.R. 4289(a) R1993 d.557
25 N.J.R 1826(a) R.1993 d.582
25 N.J.R. 4298(a) R.1993 d.558
25 N.J.R 4304(a) R1993 d.559
25 N.J.R. 4306(a) R1993 d.560

25 N.J.R. 4309(a) R1993 d.561

25 N.J.R. 4314(a) R1993 d.562
25 N.J.R. 2212(a) R.1993 d.548

25 N.J.R. 1327(b)
24 N.J.R 3604(a) Expired

25 N.J.R 4436(a)

25 N.J.R. 1829(a)

25 N.J.R. 2636(b) R.1993 d.583

25 N.J.R. 4706(a)

25 N.J.R. 4554(a)
25 N.J.R. 2215(a)
25 N.J.R. 4554(b)
25 N.J.R. 3597(b) R.1993 d.552
25 N.J.R. 4849(b)

24 N.J.R 4268(a)
25 N.J.R. 4851(a)

25 N.J.R. 4852(a)

25 N.J.R. 4855(a)

25 N.J.R 4858(a)
25 N.J.R 1948(a)

25 N.J.R. 2645(a)

Limited assignment distribution servicing carriers
Automobile insurance: rating programs for physical

damage coverages
Private passenger automobile insurance: rate filing

requirements
Automobile insurers: reporting apportioned share of

MTF losses in excess profits reports; ratio limiting
the effect of negative excess investment income

Reimbursement of excess medical expense benefits paid
by automobile insurers

Automobile insurance PIP coverage: application of
medical fee schedules to acute care hospitals and
other facilities

Personal auto injury fee schedule: physician's services
Producer Assignment Program: request for exemption
Selective contracting arrangements of insurers
Real Estate Commission rules
Real Estate Commission: broker pre-licensure

requirements
Real Estate Commission: transmittal of funds to lenders
Real Estate Commission: compensation and licensure

requirement
Real Estate Commission: educational requirements for

broker and salesperson licensure
Real Estate Commission: licensure requirements for

schools and instructors
Real Estate Commission: license transfer procedure
Real Estate Commission: licensee provision of Agency

Information Statement
Real Estate Commission: extension of comment period

regarding licensee provision of Agency Information
Statement

INSURANCE-TITLE 11
11:1-3 Disability discrimination grievance procedure regarding

compliance with Americans with Disabilities Act
(ADA)

New Jersey Property·Liability Insurance Guaranty
Association: plan of operation

Surplus lines insurer eligibility
Insurance holding company systems
Surplus lines: exportable list procedures
Examination of insurers
Payment of third-party claims: written notice by insurer

to claimant
Determination of insurers in a hazardous financial

condition
Credit for reinsurance
Surplus lines: allocation of premium tax and surcharge
Risk retention groups and purchasing groups
Producer-controlled insurers
Increase in property and casualty capital and surplus

requirements
Increase in capital and surplus requirements for life and

health insurers
Life, health and annuity reinsurance agreements
Personal Automobile Insurance Plan

11:1-7

11:1-31
11:1-32.4,35
11:1-34
11:1-36
11:2-17.11

11:2-27

11:3-16.10

11:2-40
11:3-2.2,2.4,2.5,2.6,

2.11,2.12
11:3-3
11:3-16.7

11:2-28
11:2-34
11:2-36
11:2-37
11:2-38

11:2-39

11 :3-28.1, 28.2, 28.4,
28.6,28.10-28.13,
App.A,B

11:3-29.2,37.10

11:3-20.5,20A.l

11:3-29.6
11:3-42.2,42.9
11:4-37
11:5
11:5-1.3

11 :5-1.9
11:5-1.10

11:5-1.27

11:5-1.28

11:5-1.31
11:5-1.43

11:5-1.43

NEW JERSEY REGISTER, MONDAY, NOVEMBER 15, 1993 (CITE 25 NJ.R. 5375)

You're viewing an archived copy from the New Jersey State Library.



N.JAC. PROPOSAL NOTICE DOCUMENT AOOPl'ION NOTICE
CITATION (N.J.R. CITATION) NUMBER (N.f.R. CITATION)

11:13-7.4,7.5 Commercial lines: exclusions from coverage; refiling 25 N.J.R. 1053(a)
policy forms

11:16-1.2 Statement of liability for fraud on claim forms: 25 NJ.R. 5229(b)
administrative correction

11:17-1.2,2.3-2.15, Insurance producer licensing 24 N.J.R. 3216(a) R.1993 d.507 25 N.J.R. 4744(b)
5.1-5.6

11:17-6 Managing general agents 25 NJ.R. 4318(a) R.1993 d.563 25 N.J.R. 5229(c)
11:17-7 Reinsurance intermediaries 25 NJ.R. 4323(a) R.1993 d.564 25 N.J.R. 5234(a)
11:19-2.2,2.3,2.5, Data submission requirements for all domestic insurers 25 NJ.R. 2820(b)

App.B
11:20-2 Individual Health Coverage Program: temporary plan 25 NJ.R. 4707(a) R.1993 d.550 25 NJ.R. 5244(a)

of operation
11:20-11 Individual Health Insurance Reform Act: relief from 25 N.J.R. 4559(a)

obligations
11:21 Small Employer Health Benefits Program 25 N.J.R. 3599(a) R.1993 d.553 25 N.J.R. 5253(a)
11:21-1.3,1.4,1.5,6, Small Employer Health Benefits Program 25 N.J.R. 4437(a)

7,7A, 17, 18, App.
Exh.N-T

11:21-2 Small Employer Health Benefits Program: Plan of 25 NJ.R. 4563(a)
Operation

11:21-2 Small Employer Health Benefits Program: public 25 NJ.R. 4678(a)
hearing on Plan of Operation

11:21-14 Small Employer Health Benefits Program: declaration 25 N.J.R. 4572(a) R.1993 d.551 25 NJ.R. 5347(a)
and approval of reinsuring or risk-assuming carrier
status

11:21-15 Small Employer Health Benefits Program: relief from 25 NJ.R. 4577(a)
obligations

11:21-16 Small Employer Health Benefits Program: withdrawal 25 NJ.R. 4859(a)
of carriers from plans market

11:21-App. Exh. E Small Employer Health Benefits Program: correction 25 NJ.R. 4458(a)
to proposed Appendix Exhibit E and extension of
comment period

Most recent update to Title 11: TRANSMITTAL 1993-9 (supplement September 20,1993)

LABOR-TITLE 12
12:3-1 Debarment from contracting with Department 25 N.J.R. 4716(a)
12:5 Department audit resolution procedures 25 NJ.R. 3417(a) R.1993 d.511
12:6 Petitions for rulemaking 25 N.J.R. 3682(a) R.1993 d.512
12:7 Disability discrimination grievance procedure regarding 25 NJ.R. 1334(a)

compliance with Americans with Disabilities Act
(ADA)

12:7 Disability discrimination grievance procedure regarding 25 NJ.R. 2216(a)
compliance with Americans with Disabilities Act
(ADA): extension of comment period

12:15-1.3,1.4, 1.5, Unemployment Compensation and Temporary 25 N.J.R. 3922(a) R.1993 d.589
1.6,1.7 Disability: 1994 maximum benefit rates, taxable wage

base, government entity contribution rate, base week,
and alternative earnings test

12:17-11.2 Offset of unemployment benefits by retirement and 25 N.J.R. 3923(a) R.1993 d.590
pension income

12:18-1.1,2.4,2.27, Temporary Disability Benefits Program 25 N.J.R. 1515(c)
2.40, 2.43, 2.48,
3.1,3.2,3.3

12:23 Workforce Development Partnership Program: 25 N.J.R. 449(a)
application and review process for customized
training services

12:23-3 Workforce Development Partnership Program: 25 N.J.R. 884(a)
application and review process for individual training
grants

12:23-4 Workforce Development Partnership Program: 25 N.J.R. 886(a)
application and review process for approved training

12:23-5 Workforce Development Partnership Program: 25 N.J.R. 887(a)
application and review process for additional
unemployment benefits during training

12:23-6 Workforce Development Partnership Program: 25 N.J.R. 1054(a)
application and review process for employment and
training grants for services to disadvantaged workers

12:45 Vocational Rehabilitation Services: waiver of sunset 25 NJ.R. 2216(b)
provision of Executive Order No. 66(1978)

12:175 Ski lift safety 25 N.J.R. 4581(a)
12:235-1.6 Workers' Compensation: 1994 maximum benefit rate 25 NJ.R. 3925(a) R.1993 d.591

Most recent update to Title 12: TRANSMITTAL 1993·8 (supplement September 20,1993)

25 N.J.R. 4748(a)
25 N.J.R. 4748(b)

25 NJ.R. 5351(a)

25 N.J.R. 5352(a)

25 N.J.R. 5352(b)
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N.J.A.C. PROPOSAL NOTICE DOCUMENT
CITATION (N.J.R. CITATION) NUMBER

COMMERCE AND ECONOMIC DEVELOPMENT- TITLE I2A
12A:1 Disability discrimination grievance procedure regarding 25 NJ.R 1335(b)

compliance with Americans with Disabilities Act
(ADA)

12A:1O-1 Goods and services contracts for small businesses, 25 N.J.R 4889(a)
minority businesses, and female businesses

12A:1O-2 Minority and female contractor and subcontractor 25 N..R 4461(b)
participation in State construction contracts

12A:11-1.2, 1.3, 1.4, Certification of women-owned and minority-owned 25 N.J.R 2216(c)
1.7 businesses: extension of comment period

12A:11-1.2, 1.3, 1.4, Certification of women-owned and minority-owned 25 NJ.R 2484(a)
1.7 businesses

12A:121 Urban Enterprise Zone Authority: policies 25 NJ.R 4582(a)

Most recent update to Title I2A: TRANSMITTAL 1993-4 (supplement August 16, 1993)

ADOPI'ION NOTICE
(N.J.R. CITATION)

25 N.J.R 4599(b)

25 N.J.R 5352(d)

25 NJ.R 5352(c)

25 N.J.R 4935(a)

25 NJ.R 4748(c)

25 N.J.R 4937(a)

25 NJ.R. 3925(b)
25 N.J.R 2646(a) R1993 d.486

25 N.J.R 1338(a)

24 N.J.R. 3662(a) Expired
25 NJ.R. 3418(a)

25 N.J.R 3704(a)
25 NJ.R 1665(b) R1993 d.585

25 N.J.R. 2216(d)

25 N.J.R. 3927(a) R1993 d.598
25 N.J.R. 2823(a)
25 NJ.R. 1833(a)
24 NJ.R. 401O(a)

25 NJ.R. 3060(a)
25 NJ.R. 4583(a)

25 N.J.R 4862(a)

25 NJ.R. 2824(a)

24 NJ.R 4012(a)

25 NJ.R. 265(a) R1993 d.546
25 NJ.R. 2824(b)

25 N.J.R 455(b)
25 NJ.R. 2829(a)

25 N.J.R. 3928(a)
25 N.J.R 1950(a)

25 NJ.R. 3704(b)

25 N.J.R 1667(a)
25 N.J.R. 3938(a)

25 NJ.R. 4863(a)

24 N.J.R. 3221(a) R.1993 d.506

25 NJ.R. 3062(a) R1993 d.547
25 N.J.R. 4585(a)

25 NJ.R. 3929(a)

25 N.J.R 4937(a)
25 NJ.R 3930(a)

25 N.J.R. 3931(a)

Board of Medical Examiners: permissible charges for
copies of patient records

Board of Medical Examiners: request for comment
regarding advertising of specialty certification

Board of Medical Examiners: control of anabolic
steroids

Practice of athletic trainers
Board of Medical Examiners: Alternative Resolution

Program
Board of Nursing rules
Certification of nurse practitioners/clinical nurse

specialists
Board of Nursing: fee schedule
Board of Nursing: certification of homemaker-home

health aides
Homemaker-home health aide competency evaluation:

public hearing
Board of Pharmacy: information on prescription labels
Board of Physical Therapy: referral of patients from

chiropractors
Board of Real Estate Appraisers: fees; temporary

licenses
Board of Professional Planners: professional

misconduct
Board of Psychological Examiners rules
Board of Psychological Examiners rules: public hearing

and extension of comment period regarding
psychoanalysis and scope of practice, and
employment by non-profit community organization

Board of Psychological Examiners: written examination
fee

Board of Psychological Examiners rules
Board of Veterinary Medical Examiners: examinations

Advisory Board of Public Movers and Warehousemen:
late renewal and reinstatement fee timeframes

LAW AND PUBLIC SAFETY-TITLE 13
13:1C Disability discrimination grievance procedure regarding

compliance with Americans with Disabilities Act
(ADA)

Division of Motor Vehicles: insurance verification
Operating motorcycle or motorized bicycle without

protective helmet
Motor vehicles with modified chassis height
Enhanced motor vehicle inspection and maintenance

program: pre-proposal
Board of Architects: examination fees
Board of Accountancy: biennial renewal fee for inactive

or retired licensees
Board of Dentistry: qualifications of applicants for

licensure to practice
Board of Dentistry: fee schedules
Board of Dentistry: professional advertising
Board of Dentistry: patient records
Ophthalmic dispensers and technicians: referrals; space

rental agreements
Board of Marriage Counselor Examiners rules
Certified midwife practice: prescriptive authority

13:18-6.1,6.2
13:19-10.1

13:42-1.2,1.3
13:44-1.2,1.3,1.4,

2.9
'3:44D-2.4

13:27-5.8
13:29-1.13

13:20-37
13:20-43

13:34
13:35-2A.9,2A.11,

6.13
13:35-6.5

13:30-8.1
13:30-8.6
13:30-8.7
13:33-1.35, 1.36

13:30-1.1

13:35-10
13:35-11

13:35-6.18

13:35-6.10

13:42-1.2

13:37
13:37-7

13:37-12.1
13:37-12.1, 14

13:37-14

13:40A-3.5, 6.1

13:41-2.1

13:39-5.2
13:39A-2.5

13:42
13:42
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R.1993 d.516 25 N.J.R. 4751(a)

R.1993 d.484 25 NJ.R. 46oo(c)
R.1993 d.485 25 NJ.R. 46oo(d)

R.1993 d.513 25 N.J.R. 4751(b)

R.1993 d.515 25 N.J.R. 4752(a)
R.1993 d.514 25 N.J.R. 4752(b)

R.1993 d.596 25 N.J.R. 5353(a)

N.J.A.C.
CITATION

13:44E-l.l

13:44E-2.1
13:44E-2.6

13:44E-2.8

13:44E-2.9

13:44E-2.10, 2.11

13:44E-2.13

13:44E-2.14

13:44G-I-5, 7, 8
13:45A-12.3
13:45A-21, 22

13:45A-26
13:46-2

13:70-1.31

13:70-3.40

13:70-12.4
13:70-14A.l
13:70-14A.9

13:70-20.11
13:70-21.4
13:70-29.52
13:70-29.53
13:71-1.26

13:71-2.3
13:71-5.18

13:71-23.1
13:71-23.3B,23.3C

13:71-23.8

13:71-27.50
13:71-27.56
13:78
13:79

Board of Chiropractic Examiners: scope of chiropractic
practice

Board of Chiropractic Examiners: licensee advertising
Board of Chiropractic Examiners: practice

identification educational requirements
Board of Chiropractic Examiners: duties of unlicensed

assistants
Board of Chiropractic Examiners: notification of

change of address; service of process
Board of Chiropractic Examiners: display of license;

right to licensure hearing
Board of Chiropractic Examiners: overutilization of

services; excessive fees
Board of Chiropractic Examiners: referral of patients

to physical therapists
Board of Social Work Examiners rules
Sale of animals: administrative correction
Kosher Enforcement Bureau: sale of food represented

as kosher
Automotive dispute resolution
Athletic Control Board: participant health and safety

in boxing and combative sports events
Thoroughbred racing: prohibited services by Racing

Commission employees and appointees
Thoroughbred racing: minimum age for admittance to

racetrack
Thoroughbred racing: claimed horse
Thoroughbred racing: intent of medication rules
Thoroughbred racing: administering medication to

respiratory bleeders
Thoroughbred racing: limitations on entering or starting
Thoroughbred racing: medication
Thoroughbred racing: Pick(N)
Thoroughbred racing: trifecta
Harness racing: prohibited services by Racing

Commission employees and appointees
Harness racing: suspension from driving
Harness racing: minimum age for admittance to

racetrack
Harness racing: intent of medication rules
Harness racing: pre-race blood gas analyzing machine

testing program
Harness racing: administering medication to respiratory

bleeders
Harness racing: trifecta
Harness racing: the Pick(N)
Administration of Victim and Witness Advocacy Fund
Safe and Secure Communities Program

PROPOSAL NOTICE DOCUMENT
(N.J.R. CITATION) NUMBER

25 NJ.R. 3931(b)

25 NJ.R. 3932(a)
25 NJ.R. 3934(a)

25 N.J.R. 3935(a)

25 N.J.R. 3936(a)

25 N.J.R. 3936(b)

25 NJ.R. 3937(a)

25 NJ.R. 3938(a)

25 N.J.R. 3081(a)

25 N.J.R. 3086(a)

25 N.J.R. 3939(a)
25 NJ.R. 4717(a)

25 NJ.R. 4458(b)

25 NJ.R. 2647(a) R.1993 d.483

25 N.J.R. 1059(a)
25 N.J.R. 3099(a)
25 NJ.R. 31OO(a)

25 N.J.R. 3101(a)
25 N.J.R. 3102(a)
25 N.J.R. 4585(b)
25 NJ.R. 3103(a)
25 NJ.R. 4459(a)

25 NJ.R. 2647(b)
25 NJ.R. 2648(a)

25 NJ.R. 3104(a)
25 N.J.R. 3427(a)

25 N.J.R. 3105(a)

25 N.J.R. 3106(a)
25 N.J.R. 3705(a)
25 N.J.R. 4721(a)
25 N.J.R. 4511(a)

ADOPTION NOTICE
(N~'.R. CITATION)

25 N.J.R. 46oo(a)

25 NJ.R. 46oo(b)

Most recent update to Title 13: TRANSMITIAL 1993-9 (supplement September 20, 1993)

PUBLIC UTILITIES (BOARD OF REGULATORY COMMISSIONERS)-TITLE 14
14:0

14:0
14:3-3.6
14:3-10.15
14:11-7.10

14:18-2.11

14:18-2.11

14:18-10.5

IntraLATA competition for telecommunications
services: preproposal

Intrastate dial-around compensation: preproposal
Discontinuance of service to multi-family dwellings
Solid waste collection: customer lists
Solid waste disposal facilities: initial tariff for special

in lieu payment
Cable television: pre-proposal regarding disposition of

on-premises wiring
Cable television: change in hearing date and comment

period for pre-proposal regarding disposition of on­
premises wiring

Cable television: performance monitoring

25 N.J.R. 3682(b)

25 N.J.R. 4586(a)
25 N.J.R. 1346(a)
24 N.J.R. 3286(c)
24 N.J.R. 3286(c)

24 N.J.R. 4496(a)

25 N.J.R. 270(a)

25 NJ.R. 27oo(a)

R.1993 d.508
R.1993 d.508

25 N.J.R. 4763(a)
25 N.J.R.4763(a)

Most recent update to Title 14: TRANSMITIAL 1993-5 (supplement September 20,1993)

ENERGY-TITLE 14A

Most recent update to Title 14A: TRANSMITIAL 1993-1 (supplement February 16, 1993)

STATE-TITLE 15
15:1

15:10-8

Disability discrimination grievance procedure regarding
compliance with Americans with Disabilities Act
(ADA)

Certification of electronic voting systems

25 NJ.R. 1347(a)

25 N.J.R. 4587(a)
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PROPOSAL NOTICE DOCUMENT
(N.J.R. CITATION) NUMBER

25 NJ.R. 4864(a)

N.J.A.C.
CITATION

15:10-8 Certification of electronic voting systems: public
hearing and extension of comment period

Most recent update to Title 15: TRANSMITfAL 1993-2 (supplement May 17, 1993)

ADOP1'ION NOTICE
(N.J.R. CITATION)

PUBLIC ADVOCATE-TITLE 15A

Most recent update to Title 15A: TRANSMITfAL 1990-3 (supplement August 20, 1990)

TRANSPORTATION-TITLE 16
16:1B Disability discrimination grievance procedure regarding 25 N.J.R. 1478(a)

compliance with Americans with Disabilities Act
(ADA)

16:28-1.6, 1.56, 1.111 Speed limit zones along U.S. 40, U.S. 40 and 322, and 25 NJ.R. 3942(a) R.1993 d.574 25 NJ.R. 5356(a)
Route 87 in Atlantic County

16:28-1.125 Speed limits along Route 67 in Fort Lee 25 N.J.R. 3442(a) R.1993 d.500 25 N.J.R. 4601(a)
16:28A-1.2, 1.31, Parking restrictions along U.S. 1 and 9 in Elizabeth, 25 N.J.R. 3443(a) R.1993 d.499 25 NJ.R. 4601(b)

1.36,1.44 Route 45 in Woodbury, Route 57 in Washington
Borough, Route 88 in Lakewood and Brick Township

16:28A-1.9,1.18, Parking restrictions along Route 17 in Paramus, Route 25 NJ.R. 4725(a)
1.19,1.37 27 in Rahway, Route 28 in Bound Brook, and Route

70 in Manchester
16:28A-1.19 Parking restrictions along Route 28 in Bound Brook 25 NJ.R. 3943(a) R.1993 d.575 25 N.J.R. 5356(b)
16:28A-1.19,1.57 Parking restrictions along Route 28 in Bound Brook 25 N.J.R. 4459(b)

and U.S. 206 in Hamilton Township
16:28A-1.20, 1.25, Restricted parking and stopping along Route 29 in 25 N.J.R. 3127(a) R.1993 d.501 25 NJ.R. 4602(a)

1.31, 1.41 Lambertville, Route 35 in Berkeley Township, Route
45 in Woodbury, and Route 77 in Bridgeton

16:28A-1.41 Time limit parking on Route 77 in Bridgeton: 25 N.J.R. 3944(a)
correction to proposal

16:28A-1.41 Restricted parking along Route 77 in Bridgeton 25 NJ.R. 3944(b) R.1993 d.576 25 N.J.R. 5357(a)
16:28A-1.41 Time limit parking in Bridgeton 25 NJ.R. 4118(a) R.1993 d.577 25 NJ.R. 5358(a)
16:30-6.1 Weight limit on Edison Bridge along U.S. 9 over 25 N.J.R. 3863(a) R.1993 d.578 25 N.J.R. 5358(b)

Raritan River
16:30-10.15 Midblock crosswalk along Route 27 in Franklin 25 NJ.R. 3128(a) R.1993 d.502 25 N.J.R. 4603(a)

Township and North Brunswick
16:30-10.16 Midblock crosswalk on Route 71 in Belmar 25 N.J.R. 3683(a) R.1993 d.579 25 N.J.R. 5359(a)
16:31-1.10 Left turn prohibition along U.S. 30 in Magnolia 25 N.J.R. 3445(a) R.1993 d.503 25 NJ.R. 4603(b)

Borough
16:31-1.32 U turn prohibition along Route 36 in Sea Bright 25 N.J.R. 4460(b)
16:31-1.33 U turn prohibition along Route 12 in Flemington and 25 N.J.R. 4460(a)

Raritan Township
16:410 Motorist service signs on non-urban interstate and 25 NJ.R. 2836(a)

limited access highways
16:44 Construction services 25 NJ.R. 1954(a)
16:44 Construction Services: waiver of sunset provision of 25 N.J.R. 2227(a)

Executive Order No. 66(1978)
16:44 Construction services 25 NJ.R. 4727(a)
16:47-1.1,4.1, State Highway Access Management Code 25 NJ.R. 3129(a) R.1993 d.524 25 N.J.R. 4915(a)

4.3-4.6,4.13,4.32,
4.35, App. B

16:47-8.5 State Highway Access Management Code: access 25 NJ.R. 3945(a)
classifications

16:50 Employer Trip Reduction Program (ETRP) 25 N.J.R. 3132(a)
16:530-1.1 Zone of rate freedom for regular route private autobus 25 NJ.R. 3684(a) R.1993 d.537 25 NJ.R. 4918(a)

carriers: 1994 percentage maximum
16:80 NJ TRANSIT: Section 16(b)(2) Capital Assistance 25 NJ.R. 3142(a) R.1993 d.527 25 N.J.R. 4918(b)

Program
16:81 NJ TRANSIT: Small Urban and Rural Area Public 25 N.J.R. 3144(a) R.1993 d.528 25 N.J.R. 4920(a)

Transportation Program
16:84 NJ TRANSIT: disability discrimination complaint 25 N.J.R. 3445(b) R.1993 d.530 25 N.J.R. 4921(a)

procedure
16:85 NJ TRANSIT: contracting policies and procedures 25 NJ.R. 3450(a) R.1993 d.529 25 N.J.R. 4925(a)

25 NJ.R. 4461(b)

25 NJ.R. 3706(a) R.1993 d.531

25 NJ.R. 4461(a)
25 N.J.R. 3946(a)
25 N.J.R. 4889(a)

Most recent update to Title 16: TRANSMITTAL 1993-9 (supplement September 20, 1993)

TREASURY-GENERAL-TITLE 17
17:3 Teachers' Pension and Annuity Fund
17:6 Consolidated Police and Firemen's Pension Fund
17:13 Goods and services contracts for small businesses,

minority businesses, and female businesses
L7:14 Minority and female contractor and subcontractor

participation in State construction contracts
L7:27 Affirmative action rules 25 N.J.R. 4927(a)

Most recent update to Title 17: TRANSMITTAL 1993-9 (supplement September 20, 1993)
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25 N.J.R 4927(b)

25 N.J.R 4604(a)

AIXIPTION NOTICE
(N.J.R. CITATION)

25 N.J.R. 4604(b)

25 N.J.R. 4605(a)

25 N.J.R. 4927(c)
25 N.J.R 4753(a)

25 N.J.R 4792(a)

R.1993 d.482

R.1993 d.542

R1993 d.504

R.1993 d.481

DOCUMENT
NUMBER

R1993 d.496

R1993 d.509

25 NJ.R 3946(b)
25 NJ.R. 3949(a)

25 N.J.R 677(a)

25 N.J.R 4591(a)
25 N.J.R. 61(a)

25 N.J.R. 4591(a)
25 N.J.R. 2653(a)

25 NJ.R. 3107(a)
25 NJ.R. 1078(a)
25 N.J.R. 1842(a)
25 NJ.R. 2652(a)

PROPOSAL NOTICE
(N.J.R. CITATION)

25 N.J.R 3429(a)
25 N.J.R 3949(a)

25 NJ.R. 4864(b)

25 NJ.R. 4468(a)

25 N.J.R. 4874(a)

25 NJ.R 1957(a)

25 N.J.R. 3429(b)

25 N.J.R 2839(b)
25 NJ.R. 3685(a)

Official Zoning Map: rezoning of site in Kearny
HMDC: District zoning rules

Turnpike Authority rules
Turnpike Authority rules: extension of comment period
Turnpike Authority rules: administrative correction
ELEC: Establishment of committees; reporting

requirements
Economic Development Authority: Disability

discrimination complaint procedure
Economic Development Authority: Hazardous

Discharge Site Remediation Fund
South Jersey Transportation Authority: rules of

operation

18:35-1.14, 1.25

18:12A-1.18
18:12A-18:17

19:30-7

19:31-8

N.J.A.C.
CITATION

TREASURY-TAXATION-TITLE 18
18:2 Division of Taxation policies and procedures
18:2-3 Payment of taxes by electronic funds transfer
18:7-13.8 Corporation Business Tax: claims for refund
18:12 Local property tax rules: preparation of tax lists;

revaluation; appeals; homestead rebate; exemptions
18:12-4.5 Local property tax assessors: conflict of interest
18:12-10.1,10.2,10.3 Local property tax: classification of real and personal

property
Local property tax assessors: conflict of interest
Local property taxation: county boards; senior citizens'

deduction; farmland assessment; realty transfer fee;
assessor qualification

Gross Income Tax: partnerships; net profits from
business

Gross income tax: Health Care Subsidy Fund
withholding

Most recent update to Title 18: TRANSMITTAL 1993-4 (supplement July 19, 1993)

TITLE 19-0THER AGENCIES
19:3A-3 HMDC: Disability discrimination grievance procedure
19:4-2.2, 4.23A, 4.30, HMDC: District zoning rules

4.39, 4.49, 4.59,
4.69, 4.88, 4.98,
4.107,4.117,4.129,
4.152

19:4-6.28
19:4A-3.1, 4.4, 5.3,

5.7,6.2
19:9
19:9
19:9
19:25

19:75

18:35-1.17

Most recent update to Title 19: TRANSMITTAL 1993-7 (supplement July 19, 1993)

TITLE 19 SUBTITLE K-CASINO CONTROL COMMISSION/CASINO REINVESTMENT DEVELOPMENT AUTHORITY
19:40-1.2,3.3 Definitions 25 N.J.R 4866(a)
19:40-6 Disability discrimination grievance procedure regarding 25 NJ.R 1503(a)

compliance with Americans with Disabilities Act
(ADA)

19:41-5.1,5.11,5.12 Vendor Registration Form; Junket Enterprise 25 NJ.R. 3951(a) R1993 d.571 25 NJ.R 5359(b)
Registration Form

19:41-7.2A Applicant identification 25 NJ.R. 4736(a)
19:41-8.8 Reapplication for employee licensure or registration 25 N.J.R. 3685(b) R1993 d.572 25 NJ.R 5360(a)

after denial or revocation
19:42-1.1 Definitions 25 N.J.R 4866(a)
19:42-2.2 Motions for reconsideration or relief 25 N.J.R 3685(b) R1993 d.572 25 N.J.R. 5360(a)
19:42-4.5 Exclusion of persons from casino premises 25 N.J.R. 4739(a)
19:43-9.2 Casino licensee employment requirements: persons 25 N.J.R. 4871 (a)

denied licensure or with revoked or suspended
licensure or registration

19:43-13.1 Definitions 25 N.J.R 4866(a)
19:44-8.3 Poker 25 NJ.R 2236(a)
19:45-1.1 Definitions 25 NJ.R 4866(a)
19:45-1.1,1.2,1.11, Poker 25 NJ.R. 2236(a)

1.12,1.20
19:45-1.1,1.14A Casino simulcasting 25 NJ.R 4737(a)
19:45-1.1,1.16,1.33, Coupon redemption for slot machine play 25 NJ.R. 4471(a)

1.36, 1.37, 1.42,
1.44, 1.46, 1.46A,
1.46B

19:45-1.1,1.34,1.35, Imprest inventory of changepersons 25 N.J.R 3107(b) R1993 d.492 25 N.J.R. 4618(a)
1.46

19:45-1.1, 1.40 Jackpot payouts not paid directly from slot machine 25 NJ.R 2227(b) R1993 d.491 25 N.J.R. 4615(a)
19:45-1.9, 1.9B Complimentary services, items, cash, and noncash gifts 25 N.J.R. 3108(a) R1993 d.494 25 NJ.R. 4619(a)
19:45-1.9, 1.9B Direct mass marketing complimentary programs 25 N.J.R. 4871(b)
19:45-1.12A Minimum and maximum gaming wagers 25 N.J.R. 3953(a)
19:45-1.19 Card-o-lette 25 N.J.R. 2230(a)
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CITATION (N.J.R. CITATION) NUMBER (N.J.R. CITATION)

19:45-1.32,1.43 Court room requirements and procedure 25 N.J.R. 2855(a) R.1993 d.493 25 N.J.R. 4622(a)
19:45-1.41 Slot machine hopper fills 25 N.J.R. 4474(a)
19:45-1.42 Unsecured currency in a bill changer 25 NJ.R. 4873(a)
19:46-1.1, 1.4, 1.5 Gaming chips 25 NJ.R. 3111(a)
19:46-1.1, 1.8, 1.9, Card-o-Iette 25 N.J.R. 2230(a)

1.13F,1.20
19:46-1.5 Imprest inventory of changepersons 25 N.J.R. 3107(b) R.1993 d.492 25 N.J.R. 4618(a)
19:46-1.12 Minibaccarat: charging vigorish 25 N.J.R. 4474(b)
19:46-1.13E,1.17, Poker 25 N.J.R. 2236(a)

1.18
19:46-1.20 Gaming equipment: administrative correction 25 NJ.R. 4762(a)
19:46-1.20 Casino simulcasting 25 N.J.R. 4737(a)
19:46-1.26 Coupon redemption for slot machine play 25 NJ.R. 4471(a)
19:47 Poker: temporary adoption of new rules 25 NJ.R. 2001(a)
19:47 Card-o-Iette: temporary adoption of new rules 25 N.J.R. 2001(b)
19:47-1.3,2.3,2.6, Minimum and maximum gaming wagers 25 N.J.R. 3953(a)

3.2,4.2,5.1,5.6,
6.6,7.2,8.2,9.3,
10.10, 11.12, 12.10

19:47-2 Progressive 21 wager in blackjack: temporary 25 N.J.R. 4927(d)
amendments

19:47-7.2, 7.3 Minibaccarat: charging vigorish 25 N.1.R. 4474(b)
19:47-8.2, 15 Card-o-Iette 25 N.J.R. 2230(a)
19:47-14 Poker 25 N.J.R. 2236(a)
19:48-1.1,1.3,1.4, Exclusion of persons from casino premises 25 N.J.R. 4739(a)

1.5,1.7,1.8
19:50 Casino hotel alcoholic beverage control 25 N.1.R. 4742(a)
19:50-1.4, 1.5 Casino hotel alcoholic beverage control: authorized 25 N.J.R. 3687(a) R.1993 d.541 25 N.J.R. 4928(a)

locations
19:50-2.2 CHAB licensee operating conditions 25 N.J.R. 3688(a) R.1993 d.539 25 N.J.R. 4928(b)
19:50-3.1,3.6 Alcoholic beverage service in casinos and simulcasting 25 N.J.R. 3689(a) R.1993 d.540 25 N.J.R. 4929(a)

facilities
19:51-1.1 Definitions 25 N.J.R. 4866(a)
19:51-1.2 Casino simulcasting 25 N.J.R. 4737(a)
19:51-1.2, 1.8 Casino service industry licensure: regular and 25 N.J.R. 2662(a) R.1993 d.495 25 N.J.R. 4625(a)

continuing business criteria
19:53-1.2, 5.4 Ineligibility of successor business for provisional 25 N.J.R. 3955(a) R.1993 d.573 25 N.J.R. 5361(a)

certification as a women or minority business
enterprise

19:53-1.3,1.5,2.3, Equal employment and business opportunity 25 N.J.R. 3690(a) R.1993 d.538 25 N.J.R. 4929(b)
4.4, 6.2, 6.6

19:54-1.2 Definitions 25 N.J.R. 4866(a)
19:54-1.6 Computation of gross revenue tax 25 N.J.R. 4475(a)
19:55-1.1,2.9,4.3, Casino simulcasting 25 N.J.R. 4737(a)

4.10,6.2, 7.1, 8.1
19:65-1.2, 2.2, Hotel development and corridor region projects 25 N.J.R. 4476(a)

2.4-2.11,6.1,6.2
19:65-1.2, 2.4, 2.5, Hotel development project eligibility and conditions Emergency (expires R.1993 d.478 25 N.J.R. 4514(a)

2.6,2.10,2.11 10-29-93)
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RULEMAKING IN THIS ISSUE-Continued

PUBLIC NOTICES

EDUCATION
1993-94 Edition of Directory of Federal and State

Programs: availability of copies 5363(a)
State Plan for Special Education: continued conditional

approval 5363(b)
ENVIRONMENTAL PROTECTION AND ENERGY

Delaware and Raritan Canal State Park: public hearing
regarding proposed exchange of properties 5363(c)

Northeast Water Quality Management Plan: Bergen
County Utilities Authority district and Rochelle
Park 5363(d)

Upper Raritan Water Quality Management Plan:
Tewksbury Township WMP 5364(a)

Statewide Sludge Management Plan Update: second
public hearing 5364(b)

HUMAN SERVICES
Food Stamp Program: income eligibility, deduction, and

allotment standards 5365(a)
CORRECTIONS

Inmate discipline: petition for rulemaking regarding
medicallbehavioral reports 5365(b)

INSURANCE
Commercial lines insurance: special risks 5366(a)

TREASURY-TAXATION
Sanitary landfill taxes: 1994 rates 5366(b)

HIGHWAY AUTHORITY
Garden State Parkway: petition for rulemaking regarding

placement of off-roadway business logos 5367(a)

INDEX OF RULE PROPOSALS
AND ADOPTIONS 5368

Filing Deadlines
December 20 issue:

Proposals November 17
Adoptions November 24

January 3, 1994 issue:
Proposals December 2
Adoptions December 9

January 18 issue:
Proposals December 15
Adoptions December 22
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LAW PUBLICATIONS

Comprehensive State Agency coverage; administrative law
decisions, September 1991 and after. For subscription in­
formation and brochure, write or call:

Barclays Law Publishers
File No. 52030
P.O. Box 60000
San Francisco, CA 94160-2030
(800) 888-3600

Authority, Waterfront Commission of NY Harbor
(two volumes) $140

19K. Casino Control Commission $ 70
Gubernatorial Executive Orders $ 70
Full Code Index $ 70

(Prices include first year of Update Sernce. Thereafter,
Annual Update Sernce, $40 per volume for all Titles except

Title 7, which is $270 for the 8 volumes. Annual Update
Sernce for the Full Set, $780.)

Additional Administrative Code looseleaf binders, $15 each
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ADMINISTRATIVE CODE

o FULL SET (INCLUDES ALL TITLES BELOW) $1655
INDIVIDUAL TITLES
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2. Agriculture $ 70
3. Banking $ 70

4A. Personnel (formerly Civil Service) $ 70
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7:14A. NJPDES Program Rules only $ 70

8. Health (four volumes) $280
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11. Insurance (two volumes) $140
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17. Treasury-General $ 70
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