Resolution 12-2012-128

Opposition to the Approval Process for Non-SHBP Health Insurance Plans As Proposed
By N.J.A.C. 5:30-18.1 through 18.4 and N.J.A.C. 6A:23A

Whereas, The New Jersey Local Finance Board and the New Jersey Department of
Education have proposed rules requiring that all labor contracts providing for health insurance
outside the State Health Benefits Program need to be approved by the State and requiring that
local entities and school boards perform a static comparison of health insurance costs to State
Health Benefit Program costs; and

Whereas, These rules are in conflict with Section 42.c of Chapter. 78, which is
ostensibly used as authority for the regulation, but is actually meant only to apply to
public entities wishing to enter into contract that included a contribution schedule from
employees that substitutes for that as laid out in the statute; and

Whereas, The regulations, as proposed, extends this authority to require
all public entities electing not to provide health benefits through the
State Health Benefits Plan (SHBP) and the School Employees’ Health Benefits Program
(SEHBP) to submit to the process established under the proposed regulation; and

Whereas, this interpretation that is contrary to the regulations is supported by:

* The plain reading of the statute;

* The explanation contained in Local Finance Notice (LFN) 2011-20R, Section
VI. Alternate Employee Health Care Contribution; and

* The following language from the “Statement” found at page 121, line 35 of the Bill
(underlining added)::

The bill allows boards of education and units of local government, that do not participate
in the SHBP or SEHBP, to enter into contracts for health care benefits coverage, as
may be required to implement a collective negotiations agreement, and agree to
different employee contribution rates if certain cost savings in the aggregate over the
period of the agreement can be demonstrated. The savings must be certified to the
Department of Education or the Department of Community Affairs, as appropriate.

; and

Whereas, the proposed regulation is cumbersome and places a significant burden on
any public body intending to utilize the employee contribution schedule contained within the law,
but wishing obtain health benefits outside the SHBP or SEHBP; and

Whereas, the de facto effect of this regulation, if adopted, will be to drive public bodies
into the SHBP or SEHPB and stifle competition; and

Whereas, New Jersey already has one of the nation’s most uncompetitive health

insurance markets according to the Henry J. Kaiser Family Foundation (October 2011):

* In the individual market, one carrier, Horizon BCBS, controls 73% of the
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market with only two carriers having 5% or more of the market.
* The same carrier controls over 75% of the governmental market, largely by
virtue of its relationship with the SHBP and SEHBP.

* Finally, Horizon controls 43% of the small group market; and

Whereas, If the regulation causes a significant number of local entities to move to
the SHBP and SEHBP, a negative result will be to increase market concentration and further
reduce carrier competition in the State; and

Whereas, This will result in an increase in fully insured costs for other persons,
governmental entities, not for profits, and business in the State; and

Whereas, The regulations’ definition of “net employer cost” is not inclusive of all relevant
items and should be modified:

* For instance, members of JIFs own a proportionate share of fund surplus that
should be included in a valid comparison.

* Likewise, JIF members receive dividends that reduce net employer cost.

* Finally, JIF rates could include supplemental assessments that represent a
liability to the member regardless of whether it stays in the joint insurance fund
or moves to the SHBP.; and

Whereas, most local entity labor contracts cover multiple year periods:

* A comparison using the most current year is misleading and invalid because
the comparison can change in subsequent years.

* In addition, school districts that belong to health JIFs renew on July 1 of each
year.

* The differences in renewal cycles between the health JIF, the SEHBP, and the
commercial market will further complicate comparisons; and

Whereas, The regulations do not address differences in plan design between an
employer plan and the plan or plans offered by the SHBP and the SEHBP and such differences
are critical to any valid comparison of plan economics; and

Whereas, The regulations do not address legal restraints on local entities considering
their obligations to retirees, and obligations to employee groups that are not a part of the
contract in question; and

Whereas, In situations where a local health plan has negotiated benefits that are richer
than, or even different than, those provided by the SHBP and SEHBP, the local unit will be
subject to sanctions for failing to honor its labor agreements; and

Whereas, the comparison is burdensome to local units and of limited use given that
the requested details do not allow for a valid comparison of net cost and benefits; and

Whereas, SEHBP rates are reduced by the amount of the A4 retiree surcharge paid by

entities not in the state plan and the rates for local school districts not in the SEHBP are
increased by the surcharge further limiting the fairness and utility of the comparison; and
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Whereas, SEHBP and SHBP rates in the past have been impacted by one time
sources of revenue such as the Tobacco settlement and the use of one time sources of
revenue that are not available to local units does not permit for a fair and valid comparison; and

Whereas, the regulations favor the SEHBP and SHBP to the exclusion of health joint
insurance funds (JIFs) that have faithfully served New Jersey local government, under enabling
statutes, for over 20 years:

Health JIFs are a valid alternative for entities with unique plan designs, good loss
experience, and a willingness to participate in JIF governance.

Health JIFs are the largest “shared services” effort in the State for local
government from a revenue standpoint.

To the extent that the regulations operate to the disadvantage of health JIFs, the
regulations are in opposition to, and indeed are hostile to, statutes that authorize
JIF creation and operation.

By extension, the regulations foster a “big government” mentality and are
hostile to both “shared services” and “home rule” concepts.

If the regulation seeks to encourage “due diligence”, then members of the
SEHBP and SHBP should also be required to compare their claims and cost to
the health JIF and commercially insured alternatives.

Now, Therefore, Be It Resolved, that, for the foregoing reasons, we respectfully beseech
that the Departments modify and reissue the proposed regulations to:

Apply only when a local unit proposes an employee contribution schedule different
from that contained in the statute;

Require any comparison to take into consideration differences in plan design and
eligibility;

Require the evaluation criteria to consider dividends received from a health JIF and
shares of surplus retained by the health JIF;

Promote, rather than undermine, healthy competition among the various options
available to local units shopping for health insurance;

Be It Further Resolved that certified copies of this resolution be forwarded to Governor
Christie, the NJ Local Finance Board, the NJ Department of Education, and to local legislative

representatives.
BOROUGH OF BARRINGTON DECEMBER 18, 2012
BY: ATTEST:
Robert Klaus, Mayor Terry Shannon, Clerk/RMC
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