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1.0 PURPOSE AND BACKGROUND INFORMATION 
 
1.1 Purpose and Intent 
This Scope of Work is being issued to solicit competitive quotes from financial auditing firms under 
contract with the New Jersey Department of Treasury, Division of Purchase and Property 
(Contracted Financial Auditing Firm), pursuant to Notice of Award T-2458 for the performance of 
financial audits (executed September 29, 2011).  The intent is to award this Scope of Work to a 
single Contracted Financial Auditing Firm that responds with a competitive quote based upon the 
hourly rates set forth for T-2458, and that, in addition to having experience auditing administrative 
functions of a State agency, also has significant experience in the performance of financial and 
claims audits of health service corporations, health insurers or health maintenance organizations. 
 
The purpose in awarding this Scope of Work for auditing services, as further described herein, is to 
determine whether:  (1) carriers under contract with NJ Protect (subcontracted carriers) have 
properly collected premiums, paid claims and allocated administrative expenses to NJ Protect; (2) 
the claims and the allocated administrative expenses are in excess of premiums earned by the 
subcontracted carriers for NJ Protect; (3) total administrative expenses for the life of NJ Protect are 
ten percent or less of total program expenses, including those expenses paid through premiums; and 
(4) the reports carriers are required to file are reasonable and accurate.       
 
The intent is to award a contract to a single firm to perform the carrier and administrative audits for 
the following time periods: 

 January 1 through December 31, 2011; 
 January 1 through December 31, 2012;  
 January 1 through December 31, 2013; and 
 through 2014 as necessary to address run-off following the termination of NJ Protect. 

 
For each period, the audit must be completed no later than May 15 of the calendar year following 
the period being audited.  The final audit report must be available for submission to HHS by June 
30th of each year; the auditor must submit the final report to the IHC Program prior to that date.       
 
1.2 Overview  
 
1.2.1 Overview of establishment of the PCIP 
The Patient Protection and Affordable Care Act (PPACA), Pub. L. 111-148 as amended by Pub. L. 
111-152, enacted March 23, 2010, requires that every State have in place an insurance program to 
address the needs of individuals who have been turned down for health insurance in the non-group 
insurance market because of a preexisting condition.  More specifically, the law authorized the 
Secretary of HHS to contract with States to establish temporary high risk pools, operated either by 
the States, or by HHS if a State chose not to establish its own temporary high risk pool.  HHS refers 
to the temporary high risk pools, whether federally-run or state-run, as “Preexisting Condition 
Insurance Programs” (PCIPs). 
 
HHS contracts with either a State agency or a private nonprofit for purposes of establishing a State-
specific PCIP.  The federal law requires that the PCIP provide coverage to individuals who:  (a) 
have a preexisting condition; (b) have no creditable coverage for the prior six months; and, (c) are 
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citizens, or nationals or who are lawfully present in the United States.  Further, the federal law 
requires that the coverage provided through a PCIP:  (a) have an actuarial value of 65% of total 
allowed costs; (b) have premiums based on standard rates, with an age-rating at no greater than 4:1; 
(c) have an out-of-pocket limit no greater than that established for federally-defined high deductible 
health plans offered for use with health savings accounts; and (d) have no preexisting condition 
exclusions.  In addition, HHS indicated a strong preference for building upon existing programs. 
 
New Jersey elected to establish its own PCIP under the auspices of the Individual Health Coverage 
(IHC) Program.  New Jersey’s PCIP is referred to as NJ Protect.   
 
1.2.2 Overview of the IHC Program 
The IHC Program was established via legislation enacted on November 30, 1992, as part of a broad-
based, three-part health insurance and health care reform initiative in New Jersey.1  The IHC 
Program was created pursuant to P.L. 1992, Chapter 161 (the IHC Act), codified at N.J.S.A. 
17B:27A-2 et seq.   The IHC Program is designated to be in, but not of, the New Jersey Department 
of Banking and Insurance (DOBI). 
 
The purpose of the IHC Program is to regulate the individual health insurance market to assure the 
availability of individual coverage.  With respect to the issuance of individual health benefits plans: 

 Carriers can not deny coverage to any individual who is a resident of New Jersey regardless 
of health, age, gender, occupation or any other factor unless the individual is eligible for 
coverage under a group benefits plan or Medicare.  

 Carriers can not cancel an individual policy except for non-payment of premium or fraud. 
 Community rating applies (age – within established ranges – is a permissible rating factor 

subject to a 3.5:1 ratio). 
 Carriers may only offer standard health benefits plans designed by the IHC Program’s Board 

and set forth in regulation, and a statutorily-specified Basic & Essential Plan. 
 
1.2.3 Overview of New Jersey’s PCIP – NJ Protect 
New Jersey determined that the existing IHC Program’s regulatory structure would provide a 
platform for the development of a PCIP without the need for either legislation or rule changes.  The 
IHC Board sought to subcontract with carriers currently offering nongroup standard health benefits 
plans.  In accordance with the contract between the IHC Board and the subcontracting carriers, the 
carriers offer an identified standard plan,2 plus a rider that alters some of the features of the 
designated standard plan to bring the standard plan into compliance with the PCIP requirements.  In 
particular, the rider:  

 Eliminates the current 12-month preexisting condition exclusion period in its entirety. 
 Eliminates cost-sharing requirements for preventive care services. 

                                                 
1 The second component, referred to as the Small Employer Health Benefits Program, established by P.L. 1992, c. 162 
(codified at N.J.S.A. 17B:27A-17 et seq.), is very similar to the IHC Program, although its focus is on small employer 
coverage.  A third component has since been subsumed within the State’s Children’s Health Insurance Program, NJ 
FamilyCare.  Neither component is relevant for purposes of this Scope of Work. 
2 Not all carriers elect to subcontract, and not all IHC Program standard plans satisfy the Federal requirements for 
coverage.  
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 Redefines how charges accumulate toward the maximum out-of-pocket requirements, 
specifically allowing coinsurance for prescription drug charges to accumulate, which does 
not normally occur under the IHC standard plans. 

 Excludes coverage for elective abortions. 
 Establishes a provision for termination of NJ Protect enrollment if NJ Protect enrollees 

enroll in other creditable coverage. 
 
Applicants for NJ Protect must be residents of New Jersey plus meet the federally-defined PCIP 
eligibility requirements.  The eligibility rules for NJ Protect differ slightly from the requirements for 
most PCIPs because New Jersey has a guaranteed issue/guaranteed renewable individual market, 
which means that no one is turned down for coverage based on a preexisting condition.  
Consequently, individuals are not required to prove that they were turned down for coverage, but 
rather, must provide evidence that they have a medical condition:  (1) clinically present3 prior to the 
date of coverage, whether or not symptomatic or treated, and whether or not currently symptomatic 
or in a state of remission; (2) for which treatment has been or will be medically necessary and 
appropriate; and, (3) for which the subcontracted carrier would exclude medical expenses under 
non-NJ Protect coverage issued in New Jersey for individuals subject to a pre-existing condition 
exclusion.  Other eligibility requirements are the same as for all other PCIPs, including the federal 
PCIP; that is, the applicant must be a citizen, national or legally present in the United States and the 
applicant can not have had creditable coverage within the prior six months. 
 
PCIP products must be offered at a standard rate – meaning that the rate must be what would be 
offered to a healthy individual in the same market.  Rates in the IHC Program are required to be 
modified community rated, without any adjustments for health status; however, carriers may rate 
based on age within a 3.5:1 band (age brackets are specified by the IHC Board).  Because there is 
no underwriting based on health status, the DOBI has projected a “standard” rate for NJ Protect, 
suggesting a discount of approximately 30% below the rates carriers are offering on their standard 
IHC Program products.  (Upon agreement with HHS, the discount factor may be changed over 
time.)  Thus, the rates for NJ Protect are 30% below the rates set for a subcontracted carrier’s 
designated standard plan otherwise offered in the individual market.  Current IHC standard plan 
rates and current NJ Protect rates are available online, respectively, at: 
 http://www.state.nj.us/dobi/division_insurance/ihcseh/ihcratepage_sp.pdf 
 http://www.state.nj.us/dobi/division_insurance/njprotect/index.htm.  

 
HHS initially allocated $141,000,000 to New Jersey for the PCIP.  The PCIP is reimbursed for 
claims exceeding premiums, and administrative costs, to the extent that administrative costs are not 
more than 10% of total program expenses for the life of the program.  The original budget was 
based upon an assumption of rapid enrollment of 21,000 lives in NJ Protect, which would then hold 
steady with an annual 25% lapse rate until the remaining lives were transitioned into a to-be-
developed health insurance exchange product in 2014.  The budget has been revised several times 
as required in the contract between HHS and the IHC Program.  The revised budgets reflect more 
current experience, and assumptions regarding much slower enrollment until the 2014 transition to 

                                                 
3Applicant must produce a written statement from a licensed practitioner specifying the condition.  It should be noted 
that until August of 2011, the medical condition had to be considered chronic.    
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the health insurance exchange.  The most recently-revised budget (which includes actual 2010 
experience) is set forth in Appendix B.    
 
The contract with HHS for NJ Protect (HHS contract) was executed July 30, 2010, as was a 
subcontract with Horizon Blue Cross and Blue Shield New Jersey (Horizon).  Enrollment in NJ 
Protect began in August 2010, and as of October 11, 2011, 751 individuals were enrolled in NJ 
Protect, while 994 individuals were enrolled in NJ Protect since its inception (243 having 
disenrolled).  Horizon was the initial carrier under contract for participation in NJ Protect, and has a 
significantly greater share of the enrollment to date.  AmeriHealth Insurance Company entered into 
a subcontract in December 2010 to participate in NJ Protect beginning in March 2011.  Additional 
IHC carriers could subcontract with the IHC Program to participate in NJ Protect, but to date none 
have expressed any interest.  Horizon’s two Plan C PPO options, and AmeriHealth’s Plan C PPO 
option are all briefly described in Appendix C. 
 
The subcontracting carriers submit monthly reports and requests for reimbursements to IHC 
Program staff, who also provide support for NJ Protect.  NJ Protect staff collects information from 
the carriers’ reports to provide data on a monthly basis to HHS in accordance with the HHS contract 
and upon HHS’ request.  In addition, NJ Protect is required to produce annual financial statements.  
The HHS contract, included in Appendix D, specifies certain ledger and supporting accounting 
records, among other things, to be maintained for NJ Protect.  Upon receipt of a request for 
reimbursement from a carrier, NJ Protect staff submits an electronic request for payment to HHS’ 
Payment Management System for release of funds.  The funds are released by the Payment 
Management System electronically to a separate account established for NJ Protect, and then NJ 
Protect staff distributes the funds to the subcontracted carriers.  A similar process occurs with 
respect to administrative expenses incurred by NJ Protect staff for the operations of NJ Protect.   
 
At this time, IHC Program staff provides direct and indirect support for the operations of NJ 
Protect.  The initial NJ Protect budgets allowed for an additional FTE to address NJ Protect 
operations in the event additional staffing was determined necessary; however, more recent budget 
updates only reflect current IHC (and DOBI) staff time allocated to NJ Protect. 
 
1.3 Authority to Contract and Funding 
The IHC Board has authority to enter into contracts on behalf of NJ Protect that are necessary and 
proper to carry out the provisions and purposes of its statutory responsibilities, including the 
selection of financial auditors and other professional services.  Audit costs for NJ Protect are part of 
the administrative expenses of NJ Protect, and will be paid from the funds dedicated for New 
Jersey’s PCIP.   
 
1.4 Definitions 
 
Notice of Award of T-2458 means the contract awarded pursuant to Request for Proposal issued by 
the New Jersey Department of Treasury, Division of Purchase and Property (the RFP having been 
issued on or about May 31, 2011 and identified as 12-X-22006), as a reprocurement for auditing 
services from financial auditing firms on behalf of the State and cooperative purchasing partners.         
 
2.0 RESPONSE TO THIS SCOPE OF WORK (COMPETITIVE QUOTES) 
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2.1 General Requirements for a Competitive Quote 
  
Firms submitting a competitive quote must demonstrate an understanding of the objectives that the 
project is intended to meet, the nature of the required work and the level of effort necessary to 
successfully complete the contract. The goal of the firm is to convince the Evaluation Committee, 
and ultimately, the NJ Protect Operations and Audit Committee (NJPOAC) that the firm’s general 
approach and plan to undertake and complete the required project are appropriate and realistic.  The 
firm must: 

(1). Identify the partner who will be responsible for the work required by this Scope of 
Work, including the partner’s name, title, corporate address, email, telephone and 
facsimile number. 

(2). Identify the individual by name, title, corporate address, email, telephone and facsimile 
number who will serve as the point-of-contact at the firm and project manager for the 
contract awarded as a result of this Scope of Work, if different from the individual 
identified in (1) above. 

(3). Submit resumes or curriculum vitae setting forth the qualifications of the firm’s 
management, professional and technical personnel who will work on this Scope of 
Work, if the project is awarded to the firm. 

(4). Provide a detailed description of the firm’s approach to the project, including a 
straightforward, concise description of the firm's ability to satisfy the requirements of 
the Scope of Work, a detailed plan for completing the project, including the number of 
hours by category of work and by personnel that the firm anticipates will be required 
for each audit, and an estimated time line for completion of each audit. 

(5). Explain the general background, experience and qualifications of the firm, including:  
(a) experience the firm may have in auditing or administering similar governmental or 
quasi-governmental programs; and (b) experience of the firm with National 
Association of Insurance Commissioners (NAIC) annual statement reporting, auditing 
of insurance claims, premiums and investment income. 

(6). Provide a list, with contact information, of clients or organizations that can be used as 
references for work performed, particularly in health insurance-related areas. 

(7). Explain the methods the firm will use to segregate the time associated with the audits 
to be performed pursuant to this Scope of Work from the firm's other projects and 
normal book of business to ensure that NJ Protect is paying only for those expenses 
which actually relate to the NJ Protect audits. 

(8). Provide details regarding schedules, deliverables, and person-hour and/or labor 
category mix, with total number of person-hours by labor category proposed to 
complete the project, as required by the Notice of Award T-2458 RFP, section 1.2.1 
(Engagement Process). 

(9). Describe the firm’s policy with respect to reimbursement of actual out-of-pocket travel 
expenses (such as mileage and train fare), including any caps or limitations on travel 
expenses, as it relates to the audit of NJ Protect-contracted carriers.  Please note:  
reimbursement for actual out-of-pocket travel expenses will be provided only with 
respect to audits performed at the location of a NJ Protect-contracted carrier, and 
further, NJ Protect will not authorize payment of any time-incurred travel expenses.   
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2.2 Additional Competitive Quote Information 
 
2.2.1 Expenses  
Contracted Financial Auditing Firms were required to provide firm fixed, all-inclusive hourly rates 
for purposes of Notice of Award T-2458.  Accordingly, NJ Protect will not pay for expenses 
incurred by the firm, and interested firms should not include expenses incurred in their competitive 
quotes when responding to the Scope of Work, except that NJ Protect will consider providing 
compensation for out-of-pocket travel expenses but only to the extent that such expenses relate to 
the claims and administrative audits of NJ Protect-contracted carriers, and only for field work 
performed at the carrier’s offices.  Note:  (a) NJ Protect will not authorize payment for any time-
incurred travel expenses; and, (b) NJ Protect will authorize payment for mileage in accordance with 
Section H of the New Jersey Office of Budget and Management Circular 11-05 (11-05-OMB), and 
successor circulars as appropriate to the year in which the expenses are incurred.  
 
2.2.2 Subcontractors 
Competitive quotes that include subcontracting for any services directly related to performance of 
audit functions shall not be considered.     
  
2.3 Correspondence 
Interested parties shall submit all correspondence related to this Scope of Work to: 
 
Rosaria Lenox, CPA E-mail address: Rosaria.lenox@dobi.state.nj.us 
New Jersey IHC Program Fax:  (609) 633-2030 
20 West State Street, 11th Floor (courier)  
PO Box 325 (for regular mail)  
Trenton, New Jersey  08625-0325  

Interested parties should not contact IHC Board members, the IHC Board’s/NJ Protect’s staff, or 
members of the NJPOAC regarding this Scope of Work, except as identified in this section or in the 
facsimile cover letter accompanying this Scope of Work. 
 
2.4 Key Events for this Request for Proposal 
 
2.4.1 Question and Answer Period 
Written questions from Contracted Financial Auditing Firms will be accepted by regular mail, 
courier service, electronic mail or facsimile as directed in 2.3, no later than January 23, 2012.  Only 
questions directly related to the content of this Scope of Work will be answered.  Questions should 
reference the specific page number and section number of this Scope of Work to which the question 
relates, preferably in consecutive order.   
 
A list of the relevant questions and responses thereto will be sent to the same list of Contracted 
Financial Auditing Firms as this Scope of Work was sent to, and will be posted to the DOBI website 
at: 

http://www.state.nj.us/dobi/division_insurance/njprotect/index.htm 
and 

http://www.state.nj.us/dobi/division_insurance/ihcseh/ihcmain.htm 
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Questions and responses, as posted, shall become part of this Scope of Work. 
 
2.4.2 Addenda 
In the event NJ Protect determines it is necessary to provide additional information to the Scope of 
Work, NJ Protect will distribute an addendum to the Scope of Work to all firms included in the 
distribution of the original Scope of Work, and the addendum will be incorporated within the Scope 
of Work.  In addition, the addendum will be posted online as indicated in 2.4.1 above.  
 
However, unless otherwise specified in the addendum, distribution of an addendum will not alter 
the deadline for delivery of a Response to the Scope of Work to NJ Protect.  It is the sole 
responsibility of interested firms to be knowledgeable at all times about any and all addenda related 
to this Scope of Work.  
 
2.4.3 Deadline for Submission of a Response to this Scope of Work 
Notwithstanding section 1.2.1 of Notice of Award T-2458, interested firms must submit and NJ 
Protect must receive the Response to the Scope of Work no later than 4:00 P.M. on February 8, 
2012, unless NJ Protect modifies the date as established in an addendum to this Scope of Work.  NJ 
Protect will reject responses received after the required date and time.  Responses will be opened 
February 9, 2012, at 9:00 A.M. 
 
Interested firms must submit competitive quotes by mail or courier service, and include at least one 
(1) bound and one unbound copy of the response to the Scope of Work.  The IHC Program cannot 
accept competitive quotes by email or facsimile in lieu of the hardcopy responses, but may request 
that firms submitting competitive quotes forward a copy by email subsequent to the opening of the 
responses.  Firms may submit written notice of their decision not to offer a competitive quote at any 
time by any method.   
 
2.5 Format 
Interested firms must submit eight copies of their competitive quote to the address at section 2.3.  
The competitive quote must contain a clearly-identifiable “methodology” section specifically 
responding to the section 3.0 (scope of work), and a clearly-identifiable section that provides 
organizational and experience information, person-hours, and travel policies required in section 2.1.  
Addenda or attachments supporting the response should be easily identifiable, and included in a 
separate section at the end of the response.  All competitive quotes must include page numbers, and 
the interested firm’s name on each page of the response. 
 
3.0 SCOPE OF WORK  
 
3.1 Audit Objectives 
 
The objective of each annual audit with respect to administrative expenses of NJ Protect is to ensure 
that:  administrative expenses and investment income have been appropriately allocated to NJ 
Protect; funds have been handled appropriately; and, funds have been accounted for and spent in 
furtherance of NJ Protect. 
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The objective of the annual audit with respect to premiums and claims is to determine the 
appropriateness of the premiums collected and claims paid for NJ Protect in order to validate the 
amount by which claims exceeded premiums, and thus, are reimbursable by HHS. 
 
In addition, an objective of the audits is to validate the relationship between total administrative 
expenses and total program expenses. 
 
A separate objective of the audit is to assure the reasonableness and accuracy of non-financial data 
reported by carriers on a monthly basis to IHC staff.     
 
3.2 Audit Requirements 
 
3.2.1 Total Number of Audits and Audit Reports 
This Scope of Work requires performance of separate audits for each of the three calendar years 
ending December 31, 2011 through December 31, 2013, plus an audit of the run-out period 
following closure of NJ Protect, for a total of four separate audit reports.   
 
3.2.2 Audit Criteria 
The audit shall address whether: 

a. The handling of funds and accounting of funds related to NJ Protect has been appropriate;  
b. Administrative expenses for NJ Protect have been properly allocated and are reasonable, 

consistent with the requirements of the contract between the IHC Program and HHS; 
c. The annual financial statements of NJ Protect are fair and appropriate and fairly present the 

financial position of NJ Protect; and 
d. Direct program expenses have been properly recorded; 
e. Premiums were appropriately billed and collected for NJ Protect.  The audit shall include a 

review of a subcontracting carrier’s electronic data files, which must have sufficient detail to 
identify the dollar amounts of premiums by subscriber or contract number in order to 
determine whether the data, in total, agree to the premiums earned as reported by the 
subcontracting carrier for NJ Protect.  The audit shall also include review of all of a 
subcontracting carrier’s underwriting and premium records relating to the premiums earned 
on the electronic data files, including, but not limited to, subscriber applications, billing 
records, cash receipts and disbursement records, advance premium and premium receivable 
records and carrier rates, and reconciliations between information in the data files with 
information reported in the HHS PCIP Monthly Data Request (not attached hereto, but 
available upon request as an Excel document) and information submitted in the IHC Board-
generated NJ Protect Reimbursement Request form;   

f. Claims were adjudicated and paid appropriately for NJ Protect.  The audit shall include a 
review of a subcontracting carrier’s:  electronic data files, which shall have sufficient detail 
to identify the dollar amounts of claims paid, by claim and subscriber number, and the 
payment reference such as check or wire transfer number; and, all claim file and 
disbursement records relating to the claims paid on the data files, such as claims submission 
forms, provider invoices, pricing data, eligibility investigations, canceled checks and wire 
transfer documentation.  The audit shall include a reconciliation, or review of carrier-
generated reconciliations, if necessary, between the total claims paid per the data files 
requested and information reported in the HHS PCIP Monthly Data Request and information 
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submitted in the IHC Board-generated NJ Protect Reimbursement Request form, with an 
explanation of reconciling items. 

g. The carrier has appropriately allocated investment income to NJ Protect. The audit shall 
include review of:  the subcontracting carrier's calculation of investment income allocated to 
NJ Protect. 

h. Monthly reports made by carriers to IHC Program staff for purposes of compliance with 
HHS reporting requirements are accurate and the data is verifiable with appropriately 
maintained documentation and systems transactions (i.e., enrollment data can be tied to 
applications, enrollments and denials, terminations, premiums collected, and claims).  A 
copy of the HHS instructions for completing the monthly report is included in Appendix F.   

 
The audit shall be made in consideration of the requirements set forth in the HHS contract, as well 
as the contract between NJ Protect and the subcontracting carriers (copies of the contracts are 
included in Appendix E).  The audit should include a review of whether eligibility determinations 
and appeals thereof have been handled appropriately and whether the carrier has complied with NJ 
Protect protocols. 
 
The Auditor shall proceed with the audit in a manner consistent with the Generally Accepted 
Auditing Standards established by the American Institute of Certified Public Accountants (AICPA). 
 
3.2.3 General Audit Criteria 
The auditor shall perform and include any additional items necessary for the completion of an 
annual audited statement, including recommendations which may improve the design or operation 
of internal control systems, and recommendations for appropriate corrective actions, if any. 
 
The auditor shall proceed with each audit in a manner consistent with generally accepted 
government auditing standards issued by the Comptroller General of the United States and the 
Governmental Accounting Standards Board, applicable State rules, and applicable New Jersey 
Department of the Treasury circular letters and guidelines. 
 
3.3 Auditor Criteria 
 
3.3.1 General Qualifications and Specific Experience 
The auditor must be an independent certified public accounting firm in good standing with the 
AICPA and in all states in which licensed to practice, with experience performing audits in 
conformance with generally accepted government auditing standards issued by the Comptroller 
General of the United States and the Governmental Accounting Standards Board.  In addition to 
general financial audit experience, the auditor must have demonstrated experience with the National 
Association of Insurance Commissioners’ annual statement reporting.  The auditor also must have 
experience in auditing of insurance company claims and premium, including experience in 
determining:  whether data in a health care record is supported by services listed on the claim for 
payment; whether data in an eligibility record supports eligibility of an insured on the date of 
service for the claim; and, whether claims have been paid for covered services. 
 
3.3.2 Specific Performance Standards  
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The auditor must perform portions of the audits of NJ Protect at the NJ Protect offices where certain 
records for NJ Protect are maintained and staff is available to answer questions and provide 
information and documents required.  NJ Protect’s offices are located at 20 West State Street, 
Trenton, NJ, 08625.  However, the auditor must perform portions of the audit at the offices of the 
carriers under contract with NJ Protect, where the documents and personnel necessary to provide 
information specific to premiums, claims and direct administrative expenses are located.  Horizon’s 
primary location is in Newark, New Jersey; AmeriHealth’s primary location is in Cranbury, New 
Jersey.   
 
The auditor must be available to meet: 

(1). at NJ Protect’s offices in Trenton, New Jersey with the NJ Protect Operations and 
Audit Committee (NJPOAC) to discuss issues prior to beginning field work, and 
subsequent to presentation of each draft audit report to discuss the information in the 
report and respond to questions and comments; 

(2). in person or by telephone on a periodic basis with the NJPOAC, with and without NJ 
Protect’s staff present, to discuss ongoing issues; and 

(3). in person upon request to present the audit report and respond to questions as to the 
findings. 

 
For each calendar year to be audited, the auditor must complete the field work within 30 days after 
NJ Protect’s staff and the subcontracted carriers provide the auditor with written notice of the 
availability of the respective records for review, and the auditor must present a substantially 
complete draft report to the NJPOAC within 30 days following completion of the field work.  NJ 
Protect staff and the carrier(s) shall have materials available for audit no later than March 1 
immediately following the close of the calendar year subject to audit.  In accordance with the HHS 
contract, the IHC Board must submit completed audit reports to HHS by June 30 annually. 
 
The auditor must be able and willing to provide the deliverables set forth in 3.4 below. 
 
3.4 Deliverables and Other Evidence of Performance 
 
3.4.1 Draft Audit Reports 
Following completion of audit testing, the auditor shall provide recommendations and shall submit 
a draft audit report for review by the NJPOAC.  The auditor shall discuss the findings of the audit 
with NJ Protect staff, and the NJPOAC.  The auditor must submit reports by email to NJ Protect 
staff for distribution to NJPOAC members.  Drafts shall be submitted no later than May 31 each 
year.   
 
3.4.2 Final Audit Reports 
Subsequent to the review of a draft report by the NJPOAC, the auditor shall produce at least 15 
bound final audit reports for each period audited.  Final audit reports shall be submitted no later 
than June 28 each year.    
 
3.4.3 Invoices, Time Records and Travel Expense Records 
Invoices should be submitted in accordance with section 2.3 of this Scope of Work on at least a 
monthly basis.  The auditor may invoice for travel expenses, but if it does so, it shall invoice travel 
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expenses separately from its all-inclusive hourly rate.  Payment will be made upon approval of the 
invoiced amounts. 
 
Upon request, the auditor shall provide to staff time records and/or travel expense records pertaining 
to the auditor’s employees that provide the services billed by the auditor in support of the invoice(s) 
submitted by each level of audit staff. The auditor shall make all requested records available within 
thirty (30) days following receipt of a request for the information.   
 
4.0  SELECTION AND AWARD PROCESS 
 
4.1 Process, Selection and Notice 
An Evaluation Committee composed of three members of the IHC Board shall review the 
competitive quotes received and evaluate them based upon the evaluation criteria set forth in 4.2. 
The Evaluation Committee shall produce a written report setting forth its findings for consideration 
by the NJPOAC. 
 
The NJPOAC shall consider the findings of the Evaluation Committee, and make a 
recommendation to the IHC Board on selection of an auditor.  The IHC Board shall vote on whether 
to accept the recommendations of the NJPOAC.  Ultimately, the selection will be based on the best 
interests of NJ Protect, balancing costs and technical merit.     
 
Upon selection, the Executive Director for NJ Protect will notify all interested firms that submitted 
a response to the Scope of Work of the IHC Board’s action, using the contact information available 
from each interested firm.  NJ Protect will have no other notice responsibility to an unsuccessful 
firm.  Any interested person may request the written report prepared by the Evaluation Committee 
and the minutes of the meeting(s) of the NJPOAC in which selection of an auditor was discussed 
and action in that regard was taken.   
 
4.2 Criteria 
The Evaluation Committee will review the competitive quotes and will evaluate the proposals on 
the basis of the factors set forth below: 
 The general background, experience, and qualifications of the firm – 10% 
 The specific experience of the firm in auditing insurance premiums, claims and investment 

income – 35% 
 The qualifications of the firm’s personnel who will be assigned to this project – 25%   
 The demonstrated ability of the firm to complete the audits in a timely manner – 15% 
 The cost – 15% 
 
5.0 NJ PROTECT RIGHTS AND RESPONSIBILITIES 
 
5.1 Work Papers and Records 
In addition to the standards of section 3.8 of Notice of Award T-2458, NJ Protect, or its 
representatives, shall have access, upon request, to the firm's work papers and documentation at 
reasonable times during the contract period.  Ownership of all data, material, and documentation 
(excluding work papers) originated and prepared for NJ Protect pursuant to this project shall belong 
exclusively to NJ Protect. 
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5.2 Additional Services, including Litigation Support 
NJ Protect may request the auditor to provide support at meetings and other activities that may 
result from the work performed.  With the exception of support provided for litigation and appeals, 
this support is within the scope of this project. 
 
NJ Protect may request the auditor to provide documentation and other support in litigation or 
appeals involving NJ Protect’s financial activities covered by this Scope of Work.  This support is 
outside of this Scope of Work.  However, NJ Protect will provide compensation to the auditor based 
upon the rates established in T-2458, and the level of expertise necessary to provide support in the 
litigation or appeals, as set forth in section 3.10 of the Notice of Award of T-2458.  
 
5.3 Payment 
Notwithstanding the provisions of section 5.22 of the Notice of Award of T-2458, which sets forth a 
specified schedule, payment will be disbursed only upon submission of invoices, following 
approval of the amounts invoiced.      
 
6.0 SELECTED FIRM’S RESPONSIBILITIES 
 
6.1 Confidentiality 
 
The firm shall sign the confidentiality agreement set forth as Appendix A.   
 
6.2 Work Papers and Records 
In addition to the standards of section 3.8 of the Notice of Award T-2458, the auditor shall provide 
the staff of NJ Protect with access to all records, files and reports associated with NJ Protect during 
normal working hours within no more than three (3) business days following receipt of a request 
from NJ Protect staff for access to such a record, file or report.  All records, files and reports 
associated with NJ Protect are and shall remain the property of the NJ Protect and are to be turned 
over to NJ Protect or the IHC Board, or to any successor organization or agency, should there be 
one. 
 
The auditor shall maintain time records pertaining to individuals that provide the services billed by 
the firm for this Scope of Work, and shall make these records available to NJ Protect within thirty 
(30) days following receipt of a request for such records.  
 
6.3 Support Services  
The auditor must provide support upon request at meetings and other activities that may result from 
the work performed.  With the exception of support services provided for litigation and appeals, this 
work is within the scope of this project, and the auditor shall not bill NJ Protect for the support 
services. 
 
The auditor should also be prepared to support NJ Protect in litigation or appeals, whether initiated 
by NJ Protect or another party, with respect to NJ Protect’s financial activities covered by this 
Scope of Work.  This work is outside of the Scope of Work.  The auditor shall bill NJ Protect in 
accordance with the hourly rates set forth by the firm for the Notice of Award of T-2458 and the 
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level of expertise necessary to support the litigation or appeal activity, consistent with section 3.10 
of the Notice of Award of T-2458.   
 
6.4 Timely Performance 
The auditor shall begin work as soon as possible following the availability of NJ Protect’s records 
from both staff and subcontracted carriers, subject to the required meeting with the NJPOAC.   
 
6.5 Billing 
Notwithstanding the provisions of section 5.22 of that RFP which sets forth a specific schedule, 
payment will be disbursed only upon submission of invoices, and based solely upon the invoiced 
amounts.  The auditor may use the state invoice or its own, but must be consistent in the form used, 
and must submit an invoice consistent with section 3.4.3 of this Scope of Work.  
 
8.0  LIST OF ATTACHMENTS 
 
APPENDIX A:  Confidentiality agreement 
APPENDIX B:  Budget for NJ Protect 
APPENDIX C:  Description of Plan Design 
APPENDIX D: Contract between HHS and the IHC Board/NJ Protect  
APPENDIX E: Exhibit 1 – Contract between Horizon and the IHC Board o/b/o NJ 

Protect 
 Exhibit 2 – Contract between AmeriHealth and the IHC Board o/b/o 

NJ Protect 
APPENDIX F: HHS Instructions for Completing Monthly Reports 



APPENDIX A 
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APPENDIX A 

 
Confidentiality Agreement 

 The auditor, its personnel and agents, shall maintain the confidentiality of all documents, records, 
and information received from the Board pursuant to the terms of this Contract, as well as any work 
papers, notes, and/or copies of documents, records, and information generated by the auditor. 
 
 The auditor, its personnel and agents, shall not disclose, discuss, or otherwise make available 
any documents, records, information, work papers, notes, or copies thereof except: 
 

(1) to the Board or its attorneys (and the auditor shall have no obligation to disclose 
its proprietary information); 

 
(2) as required by law, rule, regulation, subpoena or other administrative or legal 

process, or by applicable regulatory or professional standards or pursuant to 
court order or other binding legal precedent; or 

 
(3) as otherwise directed in writing by the Executive Director of the Board, subject to 

the other terms of this Agreement. 
 

 The foregoing restriction shall not apply to documents, records, information, work papers, notes, 
or copies thereof (i) that are in the public domain at the time the auditor receives it; (ii) that become a part 
of the public domain without breach of this Contract by the auditor; (iii) that are known to the auditor prior 
to their receipt from the Board; (iv) that are developed by the auditor independently of any disclosures 
previously made by the Board to the auditor of such information; or (v) that are disclosed in connection 
with litigation pertaining hereto. 
 
 If the auditor, any personnel of the auditor, or agent of the auditor who is required to report to the 
auditor, receives a subpoena or order, or becomes subject to any other legal requirement mandating 
disclosure of any document, record, or information covered by this confidentiality provision from any entity 
or person not authorized to receive such document, record, or information under the terms of this 
Contract, the auditor will, to the extent permitted by applicable law or regulation, notify the Executive 
Director of the Board and give the Board an opportunity to contest the subpoena, order, or other legal 
requirement before complying with it.  The auditor shall provide at least ten (10) days' notice unless the 
time constraints contained within the subpoena, order, or other legal requirement time constraints make 
that unfeasible.  Under no circumstances shall the auditor produce documents pursuant to any subpoena, 
order, or other legal requirement before the date specified therein. 
 
 
 
 
Signature:  ________________________  
 
Date:         _________________________ 
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APPENDIX B 
 

September 2011 Revised Budget 
 

Administrative Costs 

Annual Administrative Costs   Cost Category 

2010  2011  2012  2013  2014 

Carrier Expenses  Actual  Projected  Projected  Projected 

Customer Service1  $100,347
 

$216,000
 

$567,437
 

$1,051,062  
 

Cost Controls2  $0
 

$108,000
 

$283,718
 

$525,531 
 

Claims Administration3  $177,378
 

$432,000
 

$1,134,874
 

$2,102,124 
 

IHC/NJ State 
Expenses 

       

Salary4  $0
 

$10,000  $10,000
 

$10,000 

Employee Benefits5  $0
 

$3,500  $3,500
 

$3,500 

Enrollment verification 
and appeals6 

$0  $0  $0  $0 

Legal7 
 

$0  $10,000  $10,000  $10,000 

Accounting8  $0
 

$60,000  $61,800  $63,654 

Actuarial9  $0
 

$5,000  $5,000  $5,000 

Other Consulting10  $0
 

$0  $0  $0 

Office Expenses11 
 

$3,235  $5,000  $5,150  $5,305 

TOTAL  $280,960
 

$849,500
 

$2,081,479
 

$3,776,175 
 

1 Includes marketing, enrollment, enrollee information, customer service, premium processing. 
2 Includes utilization review. 
3  Includes provider relations and contracting. 
4 Allocated time of IHC Program staff. 
5 Calculated as 35% of salary. 
6 Now included in Member Services. 
7 Services of the New Jersey Attorney General’s Office. 
8 Required audits. 
9 Standard premium and projections. 
10 Economic analyses. 
11 Phone, postage, copying, etc. 
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Table 2 
Administrative and Claims Costs (September 2011) 
 

Year  End of Year 
Enrollment 

Premium 
Revenue 

Total Claims   Administrative 
Costs 

Total Claims 
Against 
Federal Fund 
Allotment 

2010 

Plan Option 1           

Plan Option 2           

2010 TOTAL  230  $258,823 $911,649 $280,959  $933,785

2011 

Plan Option 1           

Plan Option 2           

2011 TOTAL  893  $3,003,750 $20,351,649 $849,500  $18,197,399

2012 

Plan Option 1           

Plan Option 2           

2012 TOTAL  1,869  $7,890,918 $53,229,312 $2,081,479  $47,419,873

2013 

Plan Option 1           

Plan Option 2           

2013 TOTAL  2,842  $14,616,328 $100,269,926 $3,565,962  $89,219,561

2014 

2014 TOTAL  0  $0 $10,510,618 $210,212  $10,720,830

     

TOTAL    $25,769,819 $185,273,154 $6,988,112  $166,491,448
 

 



Appendix C 

18 

APPENDIX C 
 

Exhibit 1 
Horizon BCBS New Jersey  

 Plan C 80/70%, $2500 Plan C 100/70% 
Deductible in-network $2500 $0 
Deductible out-of-network $5000 $7500 
Coinsurance in-network  
(carrier’s obligation) 

80%* 
50% for Rx 

100%* 
50% for Rx 

Coinsurance out-of-network 
(carrier’s obligation) 

70% 70% 

Copayments $30/PCP; $50/Specialist* $30/PCP; $50/Specialist* 
Maximum out-of-pocket 
in-network 

$5000 $5000 

Maximum out-of-pocket 
out-of-network 

$10,000 $22,500 

Covered services   office visits 
 hospital care including emergency room 
 care and treatment of injury and illness by surgical and non-

surgical means 
 transplant benefits 
 prenatal and maternity care 
 immunizations and well-child care 
 screenings, including mammograms, pap smears and prostate 

examinations 
 x-ray and laboratory services 
 blood and blood products 
 anesthesia 
 ambulance service 
 durable medical equipment 
 prosthetics and orthotic appliances 
 biologically based mental illness and alcoholism services 
 certain non-biologically based mental illness and substance 

abuse services 
 home health care 
 hospice care 
 rehabilitation services 
 therapy services (physical, occupational, speech etc.) 
 prescription drugs 
 certain infant formulas 

*Coinsurance and copayments do not apply to the same services. 
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Exhibit 2 
AmeriHealth Insurance Company 

 Plan C 90/70% 
Deductible in-network $2500 
Deductible out-of-network $5000 
Coinsurance in-network  
(carrier’s obligation) 

90%* 
50% for Rx 

Coinsurance out-of-network 
(carrier’s obligation) 

70% 

Copayments $30/physician office visit* 
Maximum out-of-pocket 
in-network 

$5000 

Maximum out-of-pocket 
out-of-network 

$10,000 

Covered services   office visits 
 hospital care including emergency room 
 care and treatment of injury and illness by surgical and non-

surgical means 
 transplant benefits 
 prenatal and maternity care 
 immunizations and well-child care 
 screenings, including mammograms, pap smears and prostate 

examinations 
 x-ray and laboratory services 
 blood and blood products 
 anesthesia 
 ambulance service 
 durable medical equipment 
 prosthetics and orthotic appliances 
 biologically based mental illness and alcoholism services 
 certain non-biologically based mental illness and substance 

abuse services 
 home health care 
 hospice care 
 rehabilitation services 
 therapy services (physical, occupational, speech etc.) 
 prescription drugs 
 certain infant formulas 

*Coinsurance and copayments do not apply to the same services. 






























































































































