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INSURANCE 
DEPARTMENT OF BANKING AND INSURANCE 
 
INDIVIDUAL HEALTH COVERAGE PROGRAM 
 
Changes to the Benefit Levels and Policy Forms to Comply with State and Federal Law 
 
Proposed Amendments:  Exhibit F of the Appendix to N.J.A.C. 11:20 
 
Authorized By:  New Jersey Individual Health Coverage Program Board, Ellen DeRosa, 
Executive Director 
 
Authority:  N.J.S.A. 17B:27A-2 et seq. 
 
Calendar Reference:  See Summary below for an explanation of the exception to the calendar 
requirement 
 
Proposal Number:  PRN 2010- 
 

As required by N.J.S.A. 17B:27A-16.1, interested parties may testify with respect to the 

specimen Basic and Essential plan, set forth in Exhibit F of the Appendix to N.J.A.C. 11:20 at a 

public hearing to be held at 9:00 a.m. on September 15, 2010 at the New Jersey Department of 

Banking and Insurance, Conference Room 223, 20 West State Street, Trenton, New Jersey. 

Submit comments by September 28, 2010 to:  
Ellen DeRosa  
Executive Director  
New Jersey Individual Health Coverage Program Board  
P.O. Box 325  
Trenton, NJ 08625-0325  
Fax: 609-633-2030  
E-mail: ellen.derosa@dobi.state.nj.us  

 
The agency proposal follows:    
 

SUMMARY 

The Individual Health Coverage (IHC) Program was established in accordance with P.L. 

1992, c. 161.  The IHC Program is administered through a Board of Directors (Board).  One of 

the primary functions of the IHC Program and its Board is the creation of standard health 

benefits plans (standard plans) to be offered in the individual market in New Jersey.  In addition, 
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the IHC Board monitors the offering of legislatively-designed basic and essential plans (B&E 

plans), and created a specimen form for the B&E plan that carriers may use.  The B&E specimen 

form is in Exhibit F of the Appendix. 

From time to time, the IHC Board finds it necessary or appropriate to revise the B&E 

plan.  Since the IHC Board’s last modifications to the specimen B&E plan in 2008, Federal and 

State laws have been enacted that have an impact upon the B&E plans.   

1)  The Patient Protection and Affordable Care Act, Public Law 111-148 (PPACA), 

which, among other things, requires:  that no preexisting condition limitation period apply to 

children up to the age of 19; and, extension of the age for covering child dependents up to age 26 

without consideration of any conditions related to economic, educational or marital status of the 

child dependent; and 

2)  Adopted amendments and new rules to N.J.A.C. 11:22-5, the Department of Banking 

and Insurance’s (DOBI) Minimum Standards for Health Benefits Plans, Prescription Drug Plans 

and Dental Plans (Minimum Standards), which, among other things, prohibits the application of 

network coinsurance and copayments to the same service.   

The proposed amendments to Exhibit F are intended to bring the B&E plan into 

compliance with these newest laws.  The Board recognizes that the B&E plan design as set forth 

in N.J.S.A. 17B:27A-4.5 features maximum benefits for out of hospital diagnostic tests, wellness 

benefits and practitioner visits for injury or sickness.  The IHC Board also recognizes that the 

federal Interim Final Rules addressing “Preexisting Condition Exclusions, Lifetime and Annual 

Limits, Rescissions, and Patient Protections” preclude the application of annual limits to 

essential health benefits as defined in section 1302(b) of PPACA.  As the Interim Final Rules 

provide waiver authority to the Secretary of Health and Human Services if use of annual limits 
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below the restricted annual limits “would result in a significant decrease in access to benefits 

under the plan or health insurance coverage or would significantly increase premiums for the 

plan or health insurance coverage.”  Guidance regarding the process to request a waiver was 

released on September 3, 2010.  The IHC Board and the carriers are evaluating the guidance 

concerning a waiver request to determine whether to request a waiver such that the maximum 

benefits set forth in N.J.S.A. 17B:27A-4.5 may be retained. 

 In addition, the IHC Board is proposing an amendment to Exhibit F to bring it into 

compliance with N.J.A.C. 11:22-6.3, regarding war exclusions in health coverage.  N.J.A.C. 

11:22-6.3, which is also a part of the DOBI Minimum Standards, is not new, but the IHC Board 

inadvertently neglected to include the amendment in prior proposals. 

The IHC Board is proposing the following specific amendments: 

As required by N.J.A.C. 11:22-6.3 the war exclusion in the specimen B&E plan is 

amended to use the specific terminology used in the regulation.  

As required by N.J.A.C. 11:22-5 a copayment cannot apply to a service for which 

coinsurance is applied.  To preserve the integrity of the design set forth in N.J.S.A. 17B:27A-4.5 

the copayment for inpatient treatment of alcoholism substance abuse or biologically based 

mental illness has been re-named a deductible where the deductible applies period of 

confinement.  

As required by PPACA, the specimen B&E plan is being amended to specify that there is 

no cost sharing for preventive care, whether copayment, coinsurance or deductible.  The 

amendments appear in the schedule text as well as the preventive care benefit provision. 

As required by PPACA, the specimen B&E plan is being amended to define a dependent 

as a child up to age 26.   
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As required by PPACA, the specimen B&E plan is being amended to limit to application 

of the pre-existing conditions exclusion to persons age 19 or older.  The amendments appear in 

the definitions of pre-existing condition and pre-existing condition limitation and in the pre-

existing conditions limitations provision.   

The Board proposes an amendment to the “handicapped child” provision to specify that 

the child must be and remain unmarried for the extension to apply.  Since a child under age 26 

may actually be married, it is important to note that for purposes of the extension, marriage 

would be a disqualification. 

 

IHC Rulemaking Procedures 

The IHC Board is proposing these amendments in accordance with the special action 

process established at N.J.S.A. 17B:27A-16.1, as an alternative to the common rulemaking 

process specified at N.J.S.A. 52:14B-1 et seq.  Pursuant to N.J.S.A. 17B:27A-16.1, the IHC 

Board may expedite adoption of certain actions, including modification of the IHC Program’s 

health benefits plans and policy forms, if the IHC Board provides interested parties a minimum 

20-day period during which to comment on the Board’s intended action following notice of the 

intended action in three newspapers of general circulation, with instructions on how to obtain a 

detailed description of the intended action and the time, place and manner by which interested 

parties may present their views regarding the intended action.  Concurrently, the IHC Board must 

forward notice of the intended action to the Office of Administrative Law (OAL) for publication 

in the New Jersey Register, although the comment period runs from the date the notice is 

submitted to the newspapers and OAL, not from the date of publication of the notice in the New 

Jersey Register.  The IHC Board also sends notice of the intended action to affected trade and 
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professional associations, carriers, and other interested persons who may request such notice.  In 

addition, for intended modifications to the health benefits plans, the IHC Board must allow for 

testimony to be presented at a public hearing prior to adopting any such modifications.  

Subsequently, the IHC Board may adopt its intended action immediately upon the close of the 

specified comment period or close of a public hearing (whichever is later) by submitting the 

adopted action to the OAL for publication.  The adopted action is effective upon the date of its 

submission to the OAL, or such later date as the Board may designate.  If the Board does not 

respond to commenters as part of the notice of adoption, the Board will respond to the comments 

timely submitted within a reasonable period of time thereafter in a separately-prepared report 

which will be submitted to OAL for publication in the New Jersey Register.   

 

Social Impact 

The IHC Board anticipates a positive social impact as a result of the proposed 

amendments.  Bringing the B&E Plan specimen into compliance with State as well as Federal 

laws will make it easier for individuals to understand their benefits, and assure greater carrier 

consistency in administration of the benefits.   

Carriers are required to comply with PPACA and DOBI’s Minimum Standards and new 

rules at N.J.A.C. 11:22-5 beginning September 23rd and September 9th, respectively.  

Compliance with both PPACA and DOBI’s new rules is somewhat complex, in part because of 

interaction with multiple provisions of the B&E Plan and other State laws.  These proposed 

amendments will provide guidance for carriers in administering the standard plans and help 

assure that consumers receive the benefits to which they are entitled under the terms of the plans 

and under the law.  
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Economic Impact 

The IHC Board anticipates a moderately adverse economic impact from these proposed 

amendments.  (The IHC Board notes that compliance with PPACA and Minimum Standards is 

required whether or not the IHC Board adopts the proposed amendments to the B&E Plan.)  

Each of the mandated benefits is expected to result in some increased medical costs for carriers, 

which will lead to increased premiums for consumers, although the specific cost of each new 

benefit may be relatively modest.  Carriers have generally estimated that extension of the child 

dependent age to 26 pursuant to PPACA will be relatively nominal, although most such 

estimates appear to relate to group coverage, not individual coverage.  The impact of changes in 

cost-sharing and benefit designs required by PPACA and the Minimum Standards is 

unpredictable, although there is an expectation that cost increases are inevitable with respect to 

the elimination of cost-sharing (deductibles, copayments and coinsurance) for preventive 

benefits.  However, the impact upon New Jersey’s standard plans may be very modest in this 

regard because New Jersey’s standard plans already provided preventive services without 

application of deductible and coinsurance (subject to annual caps). 

On the other hand, there are some significant additional benefits for consumers.  

Everyone covered under an individual standard plan will have the opportunity to use the 

proposed changes (expansions) in benefits for preventive care services.  It is often argued that 

better utilization of preventive care services will result in reduced utilization of more intensive 

and costly treatments for conditions that are avoidable or subject to mitigation through 

preventive actions.  Whether reductions in some health care costs will balance out increases in 

other health care costs is uncertain. 
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The IHC Board does not expect carriers will need to avail themselves of any professional 

services beyond those they already utilize as part of their daily operations in order to successfully 

comply with these proposed amendments.  The IHC Board does not expect any specific impact 

upon its own administrative expenses related to these proposed amendments. 

 

Federal Standards Statement 

State agencies that propose to adopt or amend state rules that exceed Federal standards 

regarding the same subject matter are required to include in the rulemaking document a Federal 

standards analysis.  These proposed amendments are subject to Federal requirements addressing 

certain benefits and terms of health insurance contracts in PPACA.   Although the IHC Board is 

not actively seeking to exceed the Federal requirements, arguably, the State standards may do so.  

The Federal PPACA requires that coverage for child dependents be extended up to age 26, based 

solely on the relationship of the child to the policyholder.  Currently, the standard plans limit 

coverage to age 18 or age 23 if the child continues to be a full-time student and is unmarried.  

The IHC Board is proposing to amend the standard plans to change the age of an eligible child to 

26, and to remove the requirement for full-time student status and other conditions not applicable 

to children younger than 19 years old.  These changes will bring the standard plans into 

compliance with PPACA.  It may be noted, however, that New Jersey recognizes civil union 

partnerships and domestic partnerships, and by law must treat civil union partners and domestic 

partners the same as married spouses for insurance purposes.  Accordingly, the children who 

must be covered until age 26 – including children of a policyholder’s civil union partner or 

domestic partner – may be somewhat broader in New Jersey than may be required by the Federal 

law.  The Federal law does not preempt more generous State laws in this instance.  Thus, the 

proposed amendment is necessary to assure compliance with both the State and Federal law.   
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Jobs Impact 

The IHC Board does not anticipate that any jobs will be generated or lost as a result of 

the proposed amendments.  Commenters may submit data or studies on the potential jobs impact 

of the proposed amendments together with their comments on other aspects of the proposal. 

 

Agricultural Industry Impact 

The IHC Board does not believe the proposed amendments will have any impact on the 

agriculture industry in New Jersey. 

 

Regulatory Flexibility Analysis 

The IHC Board does not believe the proposed amendments apply to “small businesses,” 

as that term is defined in the Regulatory Flexibility Act, N.J.S.A. 52:14B-16 et seq., but 

acknowledges the possibility that one or more carriers might meet that definition.    The 

proposed amendments do not establish new or additional reporting or recordkeeping 

requirements, but have the effect of establishing new compliance requirements, as described in 

the Summary above.  The economic impact on carriers that may be small businesses is described 

in the Economic Impact set forth above. As noted, the IHC Board acknowledges that there may 

be some adverse economic impact on the carrier, but that the carrier is likely to pass additional 

incurred costs on to policyholders through increased premiums. Alternatively, the carrier may 

seek to control certain costs using techniques at its disposal, including enhanced education, 

utilization management and provider negotiations.  No differentiation in compliance 

requirements is provided based on business size. The requirements of and the goals to be 
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achieved by the various State and Federal laws in question do not vary based on business size of 

a carrier, and the IHC Board would not be at liberty to make such a distinction even if the IHC 

Board were to consider such a distinction warranted.  Accordingly, the proposed amendments 

provide no differentiation in compliance requirements based on business size. 

 

Smart Growth Impact 

The IHC Board does not believe these proposed amendment will have an impact on the 

achievement of smart growth or the implementation of the State Development and 

Redevelopment Plan. 

 

Housing Affordability Impact 

The IHC Board does not believe the proposed amendments will have an impact on 

housing affordability in this State in that the proposed amendments relate to the benefit levels 

and terms of standard health benefits plans offered in New Jersey for purchase by individuals. 

 

Smart Growth Development Impact 

The IHC Board does not believe the proposed amendments will have an impact on the 

number of housing units or the availability of affordable housing in the State, or that the proposal 

will have an affect on smart growth development in Planning Areas 1 or 2, or within designated 

centers, under the State Development and Redevelopment Plan.  The proposed amendments 

relate to the benefit levels and terms of standard health benefits plans offered in New Jersey. 

 

Full text of the proposal follows (additions indicated in boldface thus; deletions indicated 

in brackets [thus]): 



 

 

 

 


