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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2708 %%

I NTRODUCED BY MUNDY, BELFANTI, BEBKO-JONES, BELARDI, CRUZ
CURRY, FREEMAN, HARHAI, JAMES, JOSEPHS, KI RKLAND, MELIQ
PALLONE, SHANER, STABACK, STEELMAN, SURRA, THOVAS, TI GUE
WANSACZ, WASHI NGTON, J. WLLIAM5, G WRI GHT, YOUNGBLOOD AND
DeLUCA, JUNE 17, 2002

REFERRED TO COVM TTEE ON | NSURANCE, JUNE 17, 2002
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AN ACT
Amrending Title 40 (I nsurance) of the Pennsylvani a Consol i dated
Statutes, providing for required and excess reserves of
hospital plan corporations; and further providing for
required reserves.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Title 40 of the Pennsyl vania Consol i dat ed
Statutes is anmended by adding a section to read:

8 1628. Requi red and excess reserves of hospital plan

cor porati ons.

(a) GCeneral rule.--A hospital plan corporation shall, at al

times whil e engaged in business, nmaintain reserves in such form

and anpbunt as the departnent may deternmine, to insure its

subscri bers agai nst | oss through the failure of the corporation

to provide the services agreed to in its contracts.

(b) Excess reserves.--Wen a hospital plan corporation hol ds

reserves whi ch exceed the nmininumreserve | evels established by
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t he department and whi ch woul d enabl e the hospital plan

corporation to provide the services agreed to in its subscri ber

contracts for an additi onal three nonths, the departnent shal

require that the hospital plan corporati on use the renai ni ng

reserves above that anount to reduce premiumrates for all of

its subscribers at proportionally equal rates.

(c) Premiumreductions to occur on an annual basis.--The

departnent shall, on an annual basis occurring no | ater than one

nmonth foll owi ng the subm ssion of the annual report required

under section 6125 (relating to reports and exan nati ons),

require prem umreductions as specified in this section. The

departnent shall provide notice in the Pennsyl vania Bull etin of

each hospital plan corporation's prem umreductions prior to the

effective date of the prem um reducti ons.

(d) Transfers of certain assets to be cal cul ated as

reserves. --Transfers of assets by a hospital plan corporation to

any for-profit or not-for-profit subsidiary, foundati on or

busi ness i nterest which does not directly provide health

i nsurance services related to the hospital plan corporation's

m ssion as a charitable and benevol ent institution shall be

i ncluded in reserve cal cul ati ons by the departnent.

(e) Failure to reduce prem uns. --The departnent shall not

approve any premumrate increase filing or filing to reduce

services for subscribers by a hospital plan corporation that

does not use excess reserves to reduce prem uns as required by

this section.

Section 2. Section 6321 of Title 40 is anended to read:

8§ 6321. Required and excess reserves of professional health

servi ces corporati ons.

(a) GCeneral rule.--A professional health service corporation
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shall at all tinmes while engaged in business naintain reserves,
in such formand anount as the department nay determne, to

insure its subscribers against |oss through the failure of the
corporation to provide the services agreed to in its contracts.

(b) Excess reserves.--Wen a professional health service

corporation holds reserves whi ch exceed the ni ni mumreserve

| evel s established by the departnent and whi ch woul d enabl e the

pr of essi onal health service corporation to provide the services

agreed to in its subscriber contracts for an additional three

nont hs, the departnment shall require that the professi onal

health service corporati on use the renmai ni ng reserves above that

anount to reduce premiumrates for all of its subscribers at

proportionally equal rates.

(c) Premiumreductions to occur on an annual basis.--The

departnent shall, on an annual basis occurring no | ater than one

nmonth foll owi ng the subm ssion of the annual report required

under section 6331 (relating to reports and exan nati ons),

require prem umreductions as specified in this section. The

departnent shall provide notice in the Pennsyl vania Bull etin of

each professional health service corporation's prem um

reductions prior to the effective date of the prem um

r educti ons.

(d) Transfers of certain assets to be cal cul ated as

reserves. --Transfers of assets by a professional health service

corporation to any for-profit or not-for-profit subsidiary,

f oundati on or busi ness venture whi ch does not directly provide

health i nsurance services related to the professional health

service hospital plan corporation's nmssion as a charitabl e and

benevol ent institution shall be included in reserve cal cul ati ons

by the departnent.
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(e) Failure to reduce prem uns. --The departnent shall not

approve any premumrate increase filing or filing to reduce

services for subscribers by a professional health service

as required by this section.

1
2
3
4 corporation that does not use excess reserves to reduce pren uns
5
6

Section 3. This act shall take effect in 60 days.
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