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SUBCHAPTER I. GENERAL PROVISIONS

11:23-1.1  Purpose and scope

(a) This chapter sets forth the licensing and registration
requirements of third party administrators of health benefits
plans and the certitication requirement of third party billing
services in accordance with the provisions of N.J.S.A.
17B:27B-1 et seq.

(b) This chapter applies to all persons who act as, offer to
act as, or hold themselves out to be, a third party adminis-
trator of health benefits plans or third party billing scrvice in
this State.

11:23-1.2 Definitions

The following words and terms, when used in this chapter,
shall have the following meanings, unless the context clearly
indicates otherwise:

“Act” means N.J.S.A. 17B:27B-1 et seq., an act concerning
third party administrators of health benefits plans and third
party billing services.

“Affiliate” means any company that controls, is controlled
by, or is under common control with another company.

“Benefits payer” means an insurer authorized to issuc
health or dental benefits plans in this State, or any other per-
son who undertakes to provide and assumes financial risk for
the payment of health or dental benefits and is obligated to
pay claims for health or dental bencfits to providers or other
claimants, :

“Client” means a health care provider that contracts with a
third party billing service to remit claims to benefits payers
on behalf of the provider or ofher claimant.

“Commissioner™ means the Commissioner of’ Banking and
Insurance.

“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 managenent and policies of a person, whether through
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the ownership ol voting securities. by contract other than a
commercial contract [or goods or pon-management services.
or otherwise. unless the power is the result of an afficial
position with or corporate office held by the person. Control
Ghall be presumed to exist it any person. directly or indirectly.
owns. contro Is. holds with the power to vote, or holds proxies
representing. 10 percent or mare of the voting securities of
any other person.

“Department” means the New Jersey Department of Bunk-
ing and Insurance.

“Fnrollee™ means a person entitled to receive benefits
under a health benelils plan.

~Health benefits plan™ means a benefits plan which puys or
provides hospital and medical expense or dental benelits for
cavered services, For the purposes of this chapter, health
benefits shall not include the following plans, policies or
contracts: accident only, credit, disability, long-term care,
Civilian Health and Medical Program of the Uniformed
Services (CHAMPUS) supplement coverage, coverage aris-
ing out of a worker’s compensation or similar law, automo-
bile medical payment insurance. personal injury protection
insurance issued pursuant to N.J.S.A. 39:6A-1 et seq. or
hospital confinement indemnity coverage.

“Health care provider” or “provider” means an individual
or entity, including for the purposes of this chapter, a group
practice or faculty practice, which provides a covered benefit
or service.

“Impaired third party administrator” means a third party
administrator that is not insolvent but is deemed, by the
Commissioner of this or any other state, to be potentially
unable to fulfill its contractual obligations or that is placed
under an order of rehabilitation, rcorganization or conserva-
tion by a court of competent jurisdiction.

“Insolvent third party administrator” means a third party
administrator:

I. Which is determined to be insolvent by a court of
competent jurisdiction in this Statc or any other state;

3. Which files for relief in bankruptcy under Title 11 of

the United States Code, 11 U.S.C. §§ 101 et scq.

3. Against which involuntary bankruptcy proceedings
are fled under that title; or
4. For which a receiver has been appointed by a court
of competent jurisdiction.
~fnsurer” means a licensed health insurer, health, hospital
or medical service corporation, health maintenance organiza-
tion. dental scrvice corporation or dental plan organization.

“NAICT means the National Association of Insurance
Commissioners.
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~Temporary initial license. registration or certitication™
neans a license. registration or certification issued by the
Department Tor a limited period lollowing April 4, 2D0O3
which allows third party administratars or third party billing,
services operating in this State prior to April 4. 20D5 1o
continue operating during Ihe inifial application process.

“Third party adminisirator” means a person or entily that:
processes ind pays claims on behall of a benelits payer
without the assumption of linancial risk for the payment of
health or dental benefits. Third party administrator shall
include: an entity not licensed in New Jersey as an insurer
that is not an affiliate or a subsidiary of a New Tersey licensed
insurer, Ihat processes claims on behalf of a benelits payer: an
entity that is a subsidiary or an affiliate of u New Jersey
licensed insurer that processes claims on behalf of that insurer
and any other benefits payer: and an entity that is a subsidiary
or affiliate of a New Jersey licensed insurer that only proc-
esses claims on behalf of beneits payers other than insurcrs.
Third party administrator shall not include an cmployee,
affiliate or subsidiary of a benefits payer formed for the pur-
pose of processing and paying claims solely on behalf of the
benefits payer, nor shall it include a collection agency or
burcau or pharmacy benefits manager. For purposes of this
chapter, third party administrator shall include organized de-
livery systems as defined by N.J.S.A. 17:48H-1, who are
acting as third party administrators, which are certified by the
Department of Health and Senior Services, but shall not
include those organized delivery systems licensed by the
Department of Banking and Insurance.

“Third party billing service” means a person or entity that
is paid by a health care provider to process claims or claim
payments on behalf of the health care provider, and that is not
an employce, affiliate or subsidiary of the health care pro-
vider.

SUBCHAPTER 2. LICENSE OR REGISTRATION
REQUIREMENTS FOR THIRD PARTY
ADMINISTRATORS

11:23-2.1

(a) No person shall act as, offer to act as, or hold himself
or herself out to be. a third party administrator in this State
unless licensed or registered by the Commissioner as set forth
in NJAC, 112322

License or registration required

(b) Every third party administrator that is either not li-
censed in New Jersey as an insurer or an organized delivery
system and is not an affiliate or subsidiary of an insurer
licensed in New Jersey, or an aftiliate or a subsidiary of a
New Jersey licensed  insurer and only processes or pays
claims on behalf ol benefits payers other than insurcrs shall
be licensed by the Commissianer pursuant to the provisions
ol the Act.
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1¢) Every third party administrator that is a subsidiary or
attiliate of an insurer licensed in New Jersey and processes
claims on behalf of both that insurer and benefits pavers
other than that insurer shall be required to register with the
Commissioner pursuant to the provisions of the Act.

11:23—-2.2 Application filing requirements for licensure or
1
registration of third party administrators

(a) Any third party administrator operating in this State
prior o April 4, 2003 shall file an application for temporary
initial licensure or registration by July 3, 2005. 1n addition to
filing aun application in accordance with (c) below, applicants
for temporary initial licensure or registration shall file a
certification on the form provided on the Dcpartment’s
website at www.njdobi.org tpupage.htm. The applicant shall
certify that the application is complete, the applicant is
familiar with all the statutory und regulatory requircments
applicable to third party administrators and that the appli-
cant has met or excecded those requirements. The applicant
shall affirm that the Commissioner may rely on the certifica-
tion in issuing a temporary initial license or registration,

(b) Except for those who apply for temporary initial
licenses or registrations by July 3, 2005, all third party
administrators subject to licensure or registration shall ob-
tain licensure or registration prior to operating in this State.

(c) Application for licensure or registration shall be made
on a form prescribed by the Commissioner which can be
found on the Department’s website at www.njdobi.org/tpa-
page.htm. The information that shall accompany the appli-
cation shall include:

1. A copy of the applicant’s basic organizational docu-
ments, which shall include articles of incorporation, arti-
cles of association, partnership agreement, management
agrecment, trust agreement or other documents governing
the operation of the applicant that are applicable to the
applicant’s form of business organization;

2. A copy of the cxecuted bylaws, rules and regula-
tions, or other documents relating to the operation of the
upplicant’s internal affairs;

3. A biographical affidavit on the form provided on
the Department's website at www.njdobi.org/tpapage.htm
or on the NAIC biographical affidavit form, which is
incorporated by reference as amended and supplemented
and which can be found on the NAIC website at http:/
www.naic.org/ucaw/ forms/forms.htm, including the name,
address and official position of cach person responsible
for conducting the affairs of the applicant, including, but
not limited to, if applicable: the members of the board of
directors. executive committee or other soverning board
or committee; the principal officers or partners; share-
holders owning or having the right to acquire 1) percent
or more of the voting securities of the corporation or
partnership interest of a partnership, or cquity interest, in
the case of another form of husiness organization; or any
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person or entity who has loaned funds to the applicant for
the vperation of the business:

4 A statement of any criminal convictions or civil,
enforcement or regulatory action. including actions relat-
ing to professional licenses, taken or pending against any
of the persons who are responsible for the conduct of the
affairs of the applicant or the applicant’s affiliates, and
the resolution of those actions and proceedings, 1f g
license, certificate or other authority to opcrate has been
refused. suspended or revoked by any jurisdiction. the
applicant shall provide a copy of any orders, proccedings
and determinations relating thereto;

5. A copy of the applicant’s most recent financial
statements audited by an independent certified public
accountant. If the financial affairs of the applicant’s par-
cnt company arc audited by an independent certificd
public accountant, but those of the applicant are not, then
a copy of the most recent audited financial statement of
the applicant’s parent company, audited by an indepen-
dent certified public accountant, shall be submitted. An
audited consolidated financial statement of the applicant
and the parent company shall satisfy this requirement
unless the Commissioner determines that additional or
more recent information is required for the proper ad-
ministration of the Act; and

6. A copy of the applicant's business plan, including:

i. A statement generally describing the applicant, its
fucilities, personnel, and the services to be offered by
the third party administrator;

ii. Information on activities undertaken or to be
undertaken in New Jersey;

ii. A statement of the applicant's capability for
providing a sufficicnt number of expericnced and quali-
fied personncl in thc areas of claims processing and
recordkeeping, and information on staffing levels, in-
cluding, but not limited to, training, hiring require-
ments, experience of staff;

iv. Evidence of cstablishment of a separate account
for cach benefits payer for payment of claims, with a
description of the controls the applicant has put in
place for it;

v. Evidence of a fidelity bond as required by
NJAC 11:23-3.4;

vi. A description of the applicant's proposed meth-
od of marketing its services in New Jersey:

vii. A statement sctting forth the means by which
the applicant will be compensated:

viii. A description of the complaint and appeals
procedures instituted by the applicant;

ix. A description of the quality assurance proce-
dures established by the applicant;
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x. Three-vear projections of anticipated vperating
vesults. In addition, the business plan shall include a
deseription of the assumptions uscd in the projections
that shall include an explanation of cuch line item:

A A statement of the sources of working capital
and any other sourccs of funding;

sii. A description of the provision for contingencics
that will cnable the applicant to perform the work for
which it has contracted;

siii. A list of the benefits payers under contract with
the applicant, and a copy of the standard contract oy
contracts used by the applicant in the course of busi-
ness. In the casc of an applicant for registration, the
information required to be filed with the Commissioncr
shall apply only to services provided to benctits payers
other than an insurer;

xiv. A list of the subcontractors under contract with
the applicant, and a copy of the standard contract or
contracts used by the applicant in the course of busincss
with subcontractors:

w. A list of the reinsurers with whom the applicant
does business and copies of the contract or contracts
used by the applicant in the course of business with
reinsurers,

xwi. A list of all administrative, civil or criminal
actions and proceedings to which the applicant, or any
of its affiliates have been subject and the resolution of
those actions and proceedings. If a license, certificate or
other authority to operate has been refused, suspended
or revoked by any jurisdiction, the applicant shall pro-
vide a copy of any orders, proceedings and determina-
tions relating thereto; and

xwii. A power of attorney, duly executed by the
applicant, if not domiciled in this State, appointing the
Commissioner and his or her succcssors in office as the
true and lawful attorney of the applicant in and for this
Statc upon whom all lawful process in any legal action
or proceeding against the organization on a causc of
action arising in this Statc may be served.

(d) An applicant shall make availuble for inspection by
the Commissioner copics of ail contracts with benefits pay-
crs or other persons with whom it docs business, relatcd to
all scervices provided by them to hencfits payers, including
subcontractors and rcinsurers.

11:23-2.3 Standards for approval of applications

(21) The Commissioner may issue a license to an applicant
or approve an application for registration as a third party
administrator if he or she finds that the applicant meets the
following standards:

[, All of the materials required by the Act, this chap-
ter or by the Commissioner have been filed;
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2. The persons responsible for conducting the appli-
cant's atfairs arc competent. trustworthy and posscss goad
reputations. und have appropriate expericnce. training

and cducation:

3. The applicant has Jdemonstrated the ability to as-
sure that its services will be performed in o manner which
will ensure the efficient operation of its husiness, includ-
ing appropriate financial controls:

4. The standard contruct forms to be uscd by the
applicant arc acceptable;

5. The applicant has adequate financial arrangements
with the bencfits payers for which it will perform its
services and adequate arrangements for complying with
the provisions of NJ.S.A. 17B:30-23 ct scq. and NJ.A.C.
11:22-1 and 3, if applicable;

6. The compensation arrangements made between the
applicant and benefits payers do not result in the assump-
tion of financial risk by the applicant;

7. The name used by the applicant to do business in
this State does not so closely resemble the name of an
insurer authorized to do business in this State or other-
wise include such descriptive language as to be likely to
mislead the public with respect to the nature of its
business operations; and

8. The applicant meets all requirements of the Act
and these rules and demonstratc the ability to continue to
meet all those requirements.

(b) In the case of an applicant for registration, the provi-
sions of paragraphs (a)4, 5 and 6 above shall apply only to
services provided by the applicant to bencfits payers other
than an insurcr.

(c) In the casc of an applicant for temporary initial
liccnsure or registration, the Commissioner may rcly on the
certification submitted pursuant to N.J.A.C. 11:23-2.2(a) in
issuing a tcmporary, initial license or registration. Where the
Commissioner has relicd on such certification, the applicant
shall be issucd a temporary initial license or registration,
which shall be valid for the lesser of a period of one year
from the datc of issuance of the temporary initial license or
registration, or until such time as the Commissioner ap-
proves or disapproves the application bascd on a detailed
review. Applications which have not been approved or
disupproved, or on which the applicant has not becn notificd
that the application is incomplete within onc year from date
of issuance of the temporary initial license or registration
shall be deemed approved.

11:23-2.4 Procedures for review of applications

(a) The time period for the Department’s review of an
application shall commence the day the application is rc-
ceived.
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(b) The Department shall advise the applicant if the
application is incomplete not later than 60 days after receipt
of the application.

(¢) The application shall be deemed to be complete und
approved if the applicant is not notified that the application
is incomplete or disapproved within 60 days of the receipt of
the application. If approval is deemed. the applicant shall
notify the Depurtment in writing of its intent to rely on a
deemed appraval prior to commencing operations,

(d) Notice to the applicant that the application has been
found to be incomplete shall specifv the missing item(s) or
information,

(¢) Any resubmission of the upplication after the defi-
ciency has been cured shall be considered initial receipt.

(f) The Department may disapprove an incomplete appli-
cation.

11:23-2.5 Denial of application

The Commissioner may deny an application for liccnsure
or registration as a third party administrator if he or she
finds that any of the standards established by the Act or
these rules have not been met or for any other reasonable
grounds. If the application for licensure or registration is
denied, the Commissioner shall notify the applicant in writ-
ing by certified mail, return receipt requested, setting forth
his or her reasons for denial. The applicant may rcquest a
hearing by notice to the Commissioner no later than the
30th day following receipt of the notice of denial.

SUBCHAPTER 3. THIRD PARTY
ADMINISTRATORS

11:23-3.1 Third party administrator agreement with
benefits payer

(a) A third party administrator shall not conduct any
business with a benefits payer in the absence of a written
agreement between the administrator and the benefits pay-
cr. This subsection shall not apply to a third party adminis-
trator registered in accordance with N.J.A.C. 11:23-2.1(c)
with respect to services performed for an insurer.

(b) The agreement shall be retained as part of the official
records of the administrator for the duration of the agree-
ment and for five years thereafter.

(c) The provisions of the agreement shall include, but
shall not be limited to:

I All services. including services other than process-
ing and payment of clims, to be provided by the adminis-
tritor wnd the manner in which the administrator is to be
compensated:
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2. The responsibilitics of the benefits paver to the

administrator with respect to claims to bhe puid by the
administrator on behalf of the benetits paver. mncluding:

i.  The provision of carollment and cligibility intor-
mation:

ii. Arrangement for a preliminary or escrowed de-
posit of funds by the henefits paver, if any;

iil. The method used for the transmittal of funds
from the benefits payer to the administrator:

iv. Notification by the bencfits paver of modifica-
tions in the hencfits payer's benefits plan:

v. Provisions sctting forth the respective liability of
the administrator and benefits payer for payment of
incligible claims;

vi. Liability for claim payments that are overduc;
and

vii.  Provisions regarding the procurement of rein-
surance or stop-loss insurance;

3. The responsibilities of the administrator to the
benefits payer, including:

i. The maintenance of appropriate back-up systcms
against the loss of records;

ii. Establishment and maintenance of appropriatc
financial controls;

iii. Provisions regarding the benefits payer’s rights
with respect to the conducting of claims audits by an
outside auditor;

iv. The maintenance of appropriate insurance cov-
crage, which shall include general liability insurance,
valuable papers insurance and crrors and omissions
coverage and such other coverage as is appropriate to
the form of organization and nature of the business of
the third party administrator;

V. Appropriate access by the benefits payer to the
administrator’s records;

vi.  Procedures for making available the claims expe-
ricnee and other claims-refated information to the ben-
cfits payer at its request, including, but not limited to,
monthly reports; and

vil.  Preparation or provision of data required for
prompt-pay reports and pavment of any penaltics pay-
able under the contract: und

4. Specific performance standards, cvaluation criteria
and monctary amounts of penaltics pavable under the
contract.
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Access to certain information by the
Commissioner

11:23-3.2

(a) The Commissioner shail have access to all books and
records of a third party administrator for the purposes of
examination, audit and inspection. the reasonable expense
of which shall be paid to the Department by the third party
administrator. Any trade scerets, proprictary information,
information which if disclosed would give an advantage to
competitors or bidders and the identitics and addresses of
cnrollees contained in the books and records shall be kept
confidential. except that the Commissioner may usc the
information in any procceding instituted against the admin-
istrator or benefits payer.

(b) The bencfits payer shall own the records gencrated by
the administrator pertaining to the benefits payer, cxcept
that the administrator shall retain the right to continuing
access to such books and records to permit the administra-
tor to fulfill all of its contractual obligations to the benefits
payer and its obligations to the Department.

(c) In the cvent that an agrecment between an adminis-
trator and a bencfits payer is canceled, the administrator
may, with the written agrcement of the benefits payer.
transfer all records to a new administrator instead of retain-
ing them for five years.

11:23-3.3 Adjudication of claims; compensation

If a third party administrator adjudicates claims under a
health benefits plan, the commissions, fees or charges that
the benefits payer pays the administrator shall not be bascd
solely on the number or amount of claims denied or adjust-
cd downward by the administrator. This provision shall not
prohibit an administrator from receiving performance-based
compensation if that compensation is not predicated on
denial or downward adjustment of claims or coverage.

11:23-3.4 Fiduciary capacity of third party administrator;
fidelity bond to be maintained

(a) A third party administrator shall be decmed to act in
a fiduciary capacity on behalf of thc benefits payer in the
receipt and transmittal of the funds of a benefits payer, and
shall have all responsibility attcndant to a fiduciary as
established by faw.

(b) An administrator shall maintain in force a fidclity
bond in its own name on its directors, officers, partners and
cmployees.

(c) The minimum amount of the fidclity bond shall be the
grcater of $100,000 or onc percent of the total amounts
received from benetits payers in the previous calendar year
for the purpose of paying cluims on behalf of bencfits
payers.

Supp. +4-05
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11:23-3.5 Funds to be maintained in scparate accounts

(1) All funds remitted to an administrator bv a bencfits
payer licensed or authorized to do business in this State
shall be held by the third party administrator in a separate
account maintained in the name of the benefits payer. or in
a separate account maintained jointly in the names of the
benefits paver and the administrator.

(b) If funds have been collected by the administrator
from a provider or ¢nrollec on behalf of a benetits payer,
they shall be promptly deposited into a scparate account
maintained in the name of the bencefits payer or an account
maintained jointly in the numes of the benefits payer and
the administrator, or remitted to the benefits payer, as
provided in the contract. Funds shail not be commingled
with any other funds of the administrator or other clients of
the administrator. Copies of all rccords pertaining to the
collection of funds shall be made available to the bencfits
payer as provided in the contract.

(c) If an account is jointly held by the administrator and
the benefits payer, it shall be maintained in a State or
Federally chartered insured depository institution, and the
administrator shall provide the benefits payer with a month-
ly accounting of all transactions in that account.

(d) A benefits payer shall have the responsibility to make
available to the administrator funds necessary to enable the
administrator to pay claims in a timely manner, as provided
in the contract. An administrator shall not be liable to any
party for the failure of the benefits payer to make funds
available to pay claims.

11:23-3.6 Prompt delivery of certain information

Any policies, certificates, booklets, termination notices or
other written communications delivered by the benecfits pay-
cr to the third party administrator for delivery to enrollees
shall be delivered by the administrator promptly, in accor-
dance with the instructions of the bencfits payer and the
terms of their contract.

11:23-3.7 Notification of material change

A third party administrator shall immcdiately notify the
Commissioner in writing of any matcrial change in its
ownership, control or other fact or circumstance affecting its
qualifications for a licensurc or registration, as applicabic,
including, but not limited to. a change in name, new or
revised standard contracts or any other information required
by this subchapter to be supplicd with an initial license
application. The notification shall be provided to the Com-
missioner at:

New Jersey Department of Banking and Insurance
Office of Life and Health

PO Box 325
Trenton, NJ 08625-0323
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11:23-3.8  Annual report

() A third party administrator shall file with the Com-
missioner on or before March [ of cach vear an unaudited
annual report for the preceding culendar vear. The report
shall be prepared on o generally accepted accounting princi-
ples (GAAP) basis and shall contain the complcte names
and addresses of all benetits pavers with which the adminis-
trator had a contract in ctfect during the preceding calendar
year, und the status of all contracts in cffect in the previous
vear.

() An audited annual report for the preceding calendar
vear. prepared on a GAAP basis. shall be filed on or before
June 1 of cach year. The filing fee for the audited annual
report shall be $100.00.

(c) Three signed copies of the unaudited and the audited
annual reports shall be submitted to:

New Jersey Department of Bunking and Insurance
Office of Solvency Regulation

PO Box 325

Trenton, NJ 08625-0325

11:23-3.9 Services provided to self-funded multiple
employer welfare arrangements

No third party administrator shall contract with or on
behalf of a self-funded multiple employer welfare arrange-
ment (MEWA) which is not duly registered with the De-
partment pursuant to N.J.S.A. 17B:27C-1 et seq. It shall be
the responsibility of the third party administrator to verify
that a MIEWA is so registered. The third party administrator
shall be diligent in monitoring the status of the MEWA and
shall report any change in status as a material change
pursuant to N.JA.C. 11:23-3.7.

SUBCHAPTER 4. SUSPENSION OR
REVOCATION OF LICENSE OR
REGISTRATION

11:23—4.1  Suspension or revocation of license; grounds
and penalties
(a) The Commissioner may suspend or revoke a licensc
or registration issucd pursuant to the Act if he or she finds
that the third party administrator:
I Is in an unsound financial condition;

3. Is using methods or practices in the conduct of its
business that render its further transaction of business in
this State hazardous or injurious to the bencfits pavers

with w hich it has contracted or the public:

3. Hus failed to pay any judgment rendered against it
i this State within 60 days after the judgment has become
final:

4. Has violated any lawful rule or order of the Com-
missioner or any provision of State law:

5. Has refused to be examined or to produce its
accounts, records and files for examination. or if any of its
ofticers have refused to supply information with respect to
its affairs. or has refused to perform any other legal
obligation as to an examination, when required by the
Commissioner:

6. Has, without just cause, refused or failed to pay
proper claims or perform services arising under its con-
tracts;

7. At any time fails to meet any requirement, on the
basis of which issuance of the initial license could have
been refused had that failure then existed and been
known to the Commissioner;

8. Has becn convicted of. or has entered a plea of
guilty or nolo contendere to a felony or crime of the first,
second or third dcgree in this Statc, without regard to
whether adjudication was withheld;

9. Has had a credential as a third party administrator
suspended, revoked or non-renewed for cause in another
state;

10. Has willfully reimbursed enroliees for benefits not
eligible under the benefits payer’s benefits plan;

l1. Has provided false or inaccurate information in
the certification provided with an initial application for
licensure or registration pursuant to NJA.C. 11:23-2.2(a)
or in any other submission to the Department; or

12. Has contracted with or on behalf of a self-funded
multiple employer welfare arrangement (MEWA) which
is not registered pursuant to N.J.S.A. 17B:27C-1 et scq.

(b) If the Commissioner finds that one or more grounds
exist for the suspension or revocation of a license or regis-
tration issued under the Act, the Commissioner may, in licu
of or in addition to suspension or revocation, impose a fine
upon the administrator.

11:23-4.2  Temporary suspension of license or registration;
grounds and penalties

(a) The Commissioner may, without advance notice or
hearing, cnter an order temporarily suspending the license
or registration of a third party administrator if he or she
finds that one or more of the following circumstances exist:

I. The administrator is insolvent or impaired;

2. A proceeding for receivership, conservatorship, re-
habilitation or other delinquency proceeding regarding
the administrator has been commenced in another state;
or

3. The financial condition or business practices of the
administrator otherwise pose an imminent threcat to the
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public health, safety or welfare of the residents of this
State.

(b) A hearing shall be held within 31 days of the ctfective
date of the temporary suspension to determine if the sus-
pension should continue.

11:23—4.3  Civil penalties

The Commissioner may, upon notice and hcaring, asscss a
civil administrative penalty in an amount not less than
$250.00 nor more than $3,000 for cach day that a third party
administrator is in violation of the Act. A penalty imposed
by the Commissioncr pursuant to this section may be in licu
of, or in addition to, suspcnsion or revocation of a license or
registration pursuant to the Act. A penalty may be recov-
eved in a summary procceding pursuant to the “Penalty
Enforcement Law of 1999 P.L. 1999, ¢.274 (NJ.S.A,

2A:58-10 ct seq.).

SUBCHAPTER 5. THIRD PARTY BILLING
SERVICES

11:23-5.1 Acting as, or holding oneself out as, a third
party billing service; certification required

(a) No person shall act as, offer to act as or hold himself
or hersclf out to be a third party billing service in this State
unless certified by the Commissioner in accordance with the
Act.

(b) Any third party billing service operating in this State
prior to April 4, 2005 shall file with the Department an
application for temporary initial certification by August 2,
20035. In addition to filing an application in accordance with
N.J.A.C. 11:23-5.2(a), applicants for temporary initial certi-
fication as third party billing scrvices shall certify, on the
form provided on the Department’s website at www.njdo-
bi.org/tpapage.htm, that the application is complete, the
applicant is familiar with all of the pertinent statutory and
regulatory requirements, and the applicant has met or cx-
cecded those requirements. The applicant shall further ac-
knowledge that the Commissioner may rely on the certifica-
tion in issuing a temporary initial certification.

(c) Except for thuse who apply for a temporary initial
certification by August 2, 20105, all third party billing scervices
shall obtain certification prior to operating in this State.

11:23-5.2  Application filing requirements

() Application for certification shall be made to the
Commissioner on a form provided by the Commissioner.
The following information shall accompany the application:
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I. A copy of the applicant’s basic organizational docu-
ments, which shall include the trust agreement or other
documents governing the operation of the applicant that
are applicable to the applicant’s form of business organi-
zation;

2. A copy of the exceuted bylaws, rules and regula-
tions, or uther documents relating to the operation of the
applicant’s internal affairs:

3. The names, addresses and official positions of the
persons responsible for conducting the affairs of the
applicant. including, but not limited to. if applicable: the
members of the board of directors, exccutive committee
or other governing board or committce, the principal
officers or partners. sharcholders owning or having the
right to acquirc 10 percent or more of the voting sccuri-
ties of the corporation or a 10 percent or more partncr-
ship interest of a partnership or cquity interest, in the
case of another form of business organization;

4. If the applicant accepts monies from bencfits pay-
ers on behalf of clients. the application shall include a
copy of the applicant’s most rccent financial statement
audited by an independent certified public accountant;

5. A copy of the applicant’s business plan, including
information on staffing levels and the activities undertak-
en or to be undertaken in this State. The plan shall
include a statement of the third party billing service’s
capability for providing a sufficient number of experi-
enced and qualified personnel in the areas of claims
processing and recordkeeping;

6. A list of the applicant’s clients and a copy of the
standard contract or contracts used by the applicant in the
course of business;

7. If the applicant is not domiciled in this State and
accepts monies from benefits payers on behalf of clients,
the application shall be accompanicd by a power of
attorney, duly cxecuted by the applicant, appointing the
Commissioner and his or her successors in office as the
truc and lawful attorney of the applicant in and for this
State for the purposc of accepting service of all lawful
process in any legal action or procceding against the
organization on a cause of action arising in this Statc; and

8. A statement of any criminal convictions or civil,
enforcement or regulatory actions. including actions relat-
ing to professional licenses, taken or pending against the
applicant or any of the persons who are responsible for
conducting the affairs of the applicant or the applicant’s
affiliates, and the resolution of thuse actions and procced-
ings, including judgments of convictions and judgments in
civil actions. If a license, certificate or other authority to
operate has been refused. suspended or revoked by any
jurisdiction, the applicant shall provide a copy of any
orders. proccedings, or determinations relating thereto.
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11:23-5.7

11:23-5.3  Information to he provided to Commissioner

(a) In addition to the information otherwise required hy
the Act. these rules, or based upon the unigue facts of
particular cases, by the Commissioner. a third party billing
service shall file with the Commissioner:

. A description of the applicant's proposed method
of marketing its services:

2. A statement setting forth the manner in which the
applicant is to be compensated:

3. A description of the quality assurance procedures
established by the applicant: and

4. A description of the procedures for prompt submis-
sions of claims pursuant to the provisions of N.I.S.A.
17B:30-23 und NJ.A.C. 11:22-3,

11:23-5.4  Approval of certification application; standards

(a) The Commissioncr may approve an application for
certification as a third party billing service if he or she finds
that the applicant mcets the standards cstablished by the
Act, including, but not limited to, the following:

L. All of the information required by the Act, these
rules or by the Commissioner has been filed;

cant’s affairs are competent, trustworthy and possess good
reputations, and have appropriate experience, training
and education;

2. The persons responsible for conducting the appli-

3. The applicant has demonstrated the ability to en-
sure that its services will be performed in a manner which
will result in the cfficient operation of its business, includ-
ing, if the applicant accepts payments from benefits pay-
crs on behalf of its clients, appropriate financial controls;

4. The standard contract forms to be uscd by the
applicant arc acceptable; and

3. The applicant has adequate arrangements for com-
plying with the provisions of N.J.S.A. 17B:30-23 et scq.
and N.JA.C, 11:22-3,

(b) In the case of an applicant for temporary initial
certification as a third party billing scrvice, the Commission-
cr may rcly on the applicant’s submissions and certification
submitted pursuant to NJ.A.C. [1:23-5.1(b) in issuing a
temporary, initial certification. Where the Commissioner
has, on that hasis, determined to do so. the applicant shall
be issucd a temporary initial certification. which shall be
valid for the lesser of a period of one yeur from the date of
issuance of the temporary initial certification or until such
time as the Commissioner approves or disapproves the
application based on a detailed ‘review. Applications which
have not bheen approved or disapproved, or where the
applicant has not been notified that the application is
incomplete. within one year from date of 1ssuance of the
temporary mittal certification. shall be deemed approved,
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11:23-5.5  Denial of application for certification

(i) The Commissioner may deny an application for certi-
fication as a third party billing service if he or she finds that
any of the standards established by the Act or these rules
have not heen met or for any other reasonable grounds.,

(b) If the application for certification is denijed. the Com-
missioner shall notify the applicant in writing by certificd
mail, return receipt requested, setting forth the reasons for
the denial.

(¢) The applicant may request a hearing by notice to the
Commissioner no later than the 30th day following recceipt
of the notice of denial.

11:23-5.6  Written agreement between third party billing
service and client

(1) A third party billing service shall not conduct any
business with a client in the absence of a written agreement
between the billing service and the client. The agrccment
shall be retained as part of the official records of the third
party billing service for the duration of the agreement,

(b) The agrcement shall include:

l. The services to be provided by the third party
billing scrvice on behalf of the clicnt;

2. Financial arrangements to be used if the third party
billing service accepts monies from bencfits payers on
behalf of a client;

3. Provisions setting forth the respective liability of
the client and the third party billing service for the
accuracy and eligibility of submitted claims, and for the
prompt submission of claims pursuant to the provisions of
N.J.S.A. 17B:30-23 and N.J.A.C. 11:22-3; and

4. The responsibilitics of the third party billing service
to the client with respect to the maintenance of appropri-
ate back-up systems against the loss of records, and the
maintcnance of appropriate insurance coverage by the
third party billing scrvice against the risk of loss,

11:23-5.7  Fiduciary duty of third party billing service;
maintenance of separate accounts

(1) A third party billing service that accepts monies from
heaith benefits payers on behalf of a client shall be deemed
to act in a fiduciary capucity on behalf of the client in the
receipt and transmittal of funds and shall have all responsi-
bility attendant to a fiduciary as cstablished by law.

(b) Monies transmitted by hencfits payers or on behalf of
clicnts shall be kept in a separate account maintained in the
name of the client or jointly in the names of the client and
the third party billing service. and shall not be commingled
with any other funds of the third party billing scrvice or
other clients of the third party billing service.
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11:23-5.8 Notification ol material change in ownership or
control of, or in other previously supplied
information related to the billing service
A third party hilling serviee shall immediately notify the
Commissioner of any material change in its ownership.
control. or other fuct or circumstance affecting its continu-
ing qualification for Certification.

Suspension or revocation of certification;
grounds

(t) The Commissioner may suspend ar revoke a certifica-
tion issued pursuant to the Act if he or she finds that the
third party billing scrvice:

11:23-5.9

I. s using methods or practices in the conduct of its
business that render its further transaction of business in
this State hazardous or injurious to its clients or to the
public;

2. Has failed to pay any judgment rendered against it
within 60 days after thc judgment has become final;

3. Has violated any lawful rulc or order of the Com-
missioner or any provision of the laws of this State;

4. Has, without just cause, refused or failed to per-
form scrvices arising under its contracts with clicnts;
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5. Has been convicted of. or has entered a plea of
guilty or nolo contendere to i felony or crime of the first.
wecond or third degree in this State. without regurd to
whether adjudication was withheld: or

6. Has had its credential as a third party billing service
suspended. revoked or non-renewed for cause in another
State.

(b) If the Commissioner finds that onc or more grounds
exist for the suspension or revocation of a certification
issucd under the Act, the Commissioner may. in licu of or in
addition to suspension or revocation, Impose i finc upon the
third party billing scrvice.

11:23-5.10

The Commissioner may, upon notice and hecaring, assess
civil administrative pcnalty in an amount not less than
$250.00 nor more than $5.000 for cach day that a third party
billing service is in violation of the Act. A penalty imposed
by the Commissioncr pursuunt to this scction may be in lieu
of. or in addition to, suspension or revocation of a certifica-
tion pursuant to the Act. A penalty may be recovered in a
summary procceding pursuant to the **Penalty Enforcement
Law of 1999, P.L. 1999, c.274 (N.J.S.A. 2A:58-10 et scq.)-

Civil penalties
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