CHAPTER 2

AN AcCT concerning the regulation of health maintenance organizations and reserve
requirements for health insurance policies and amending P.L.1973, ¢.337, P.L.1970, c.22 and
N.J.S.17B:19-5.

BE IT ENACTED by the Senate and General Assembly of the State of New Jersey:
1. Section 25 of P.L.1973, ¢.337 (C.26:2J-25) is amended to read as follows:

C.26:2J-25 Statutory construction and relationship to other laws.

25. Statutory construction and relationship to other laws.

a.  Except as otherwise provided in this act, provisions of the insurance law and provisions
of hospital or medical service corporation laws shall not be applicable to any health maintenance
organization granted a certificate of authority under this act. This provision shall not apply to
an insurer or hospital or medical service corporation licensed and regulated pursuant to the
insurance laws or the hospital or medical service corporation laws of this State except with
respect to its health maintenance organization activities authorized and regul ated pursuant to this
act. Chargespaid by or on behalf of enrollees of a health maintenance organization with respect
to health care services shall not be subject to taxation by the State or any of its political
subdivisions.

b. Solicitation of enrollees by a health maintenance organization granted a certificate of
authority, or its representatives, shall not be construed to violate any provision of law relating
to solicitation or advertising by health professionals.

c. Any health maintenance organization authorized under this act shall not be deemed to be
practicing medicine and shall be exempt from the provision of chapter 9 of Title 45, Medicine
and Surgery, of the Revised Statutes relating to the practice of medicine.

d. No person participating in the arrangements of a health maintenance organization other
than the actual provider of health care services or suppliesdirectly to enrollees and their families
shall be liable for negligence, misfeasance, nonfeasance or malpractice in connection with the
furnishings of such services and supplies.

e. A health maintenance organization shall be subject to the provisions of P.L.1970, c.22
(C.17:27A-1 et seq.), including those relating to merger or acquisition of control.

2. Section 1 of P.L.1970, c.22 (C.17:27A-1) is amended to read as follows:

C.17:27A-1 Definitions.

1. Definitions.

Asused in P.L.1970, c.22 (C.17:27A-1 et seq.), the following terms shall have the respective
meanings hereinafter set forth, unless the context shall otherwise require:

a. An"dffiliate" of, or person "affiliated" with, a specific person, is 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.

b. Theterm"commissioner" shall mean the Commissioner of Banking and Insurance or his
deputies, except that when a health maintenance organization is the subject of an acquisition of
control or merger, the commissioner shall consult with the Commissioner of Health and Senior
Services on matters relating to quality of, and access to, health care services.

c. The term "control" (including the terms "controlling,” "controlled by" and "under
common control with") means the possession, direct or indirect, of the power to direct or cause
the direction of the management and policies of a person, whether through the ownership of
voting securities, by contract other than a commercial contract for goods or nonmanagement
services, or otherwise, unless the power is the result of an official position with or corporate
office held by the person. Control shall be presumed to exist if any person, directly or indirectly,
owns, controls, holds with the power to vote, or holds proxies representing, 10% or more of the
voting securities of any other person, provided that no such presumption of control shall of itself
relieve any person so presumed to have control from any requirement of P.L.1970, c.22
(C.17:27A-1 et seq.). This presumption may be rebutted by a showing made in the manner
provided by subsectionj. of section 3 of P.L.1970, ¢.22 (C.17:27A-3) that control does not exist
in fact. The commissioner may determine, after furnishing all personsin interest notice and an
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opportunity to be heard, and making specific findings of fact to support such determination, that
control existsin fact, notwithstanding the absence of a presumption to that effect.

d. An"insurance holding company system" consists of two or more affiliated persons, one
or more of which is an insurer.

e. Theterm "insurer" means any person or persons, corporation, partnership or company
authorized by the laws of this State to transact the business of insurance or to operate a health
maintenance organization 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 political subdivision of a state.

f. A "person" is an individual, a corporation, a partnership, an association, a joint stock
company, atrust, an unincorporated organization, any similar entity or any combination of the
foregoing acting in concert.

0. (Deleted by amendment, P.L.1993, c.241.)

h. A "subsidiary" of a specified person is an affiliate controlled by such person directly, or
indirectly through one or more intermediaries.

i.  Theterm "voting security” shall include any security convertible into or evidencing aright
to acquire a voting security.

J. "Acquisition" means any agreement, arrangement or activity, the consummation of which
resultsin 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.

k. "Health maintenance organization" means any person operating under a certificate of
authority issued pursuant to P.L.1973, ¢.337 (C.26:2J-1 et seq.).

3. N.J.S.17B:19-5is amended to read as follows:

Calculations of policy and loss reserves for health insurance.

17B:19-5. The commissioner shall annually make or cause to be made or shall annually
require the insurer to make calculations of policy and loss reserves for health insurance written
by insurers authorized to write health insurance in this State as defined in N.J.S.17B:17-4. The
commissioner shall promulgate regul ations establishing the minimum standards applicable to the
valuation of health insurance reserves.

4. Thisact shall take effect immediately, except that section 3 shall take effect January 1,
2001. The Commissioner of Banking and Insurance may immediately undertake action to
promulgate any regulation necessary to implement the provisions of this act.

Approved January 16, 2001.



