PRI OR PRI NTER S NO. 2837 PRI NTER S NO. 3449

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2005 *%5

| NTRODUCED BY DelLUCA, CALTAG RONE, GEORGE, M O BRI EN,
MACKERETH, SCLOBAY, HARKINS, BELFANTI, MJSTI O WALKQG,
JOSEPHS, YOUNGBLOOD, MELI O Bl ANCUCCI, BARRAR, J. VWH TE,
HENNESSEY, K. SM TH, M|l LVAINE SM TH, SIPTROTH, PETRONE,
PASHI NSKI  AND JAMES, NOVEMBER 14, 2007

AS AVENDED ON SECOND CONSI DERATI ON, HOUSE OF REPRESENTATI VES,
MARCH 17, 2008
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14 .
15 AMENDI NG THE ACT OF MAY 17, 1921 (P.L.682, NO 284), ENTITLED "AN <—
16 ACT RELATI NG TO | NSURANCE; AMENDI NG, REVI SI NG AND

17 CONSOLI DATI NG THE LAW PROVI DI NG FOR THE | NCORPORATI ON OF

18 | NSURANCE COVPANI ES, AND THE REGULATI ON, SUPERVI SI ON, AND

19 PROTECTI ON OF HOVE AND FOREI GN | NSURANCE COWPANI ES, LLOYDS
20 ASSCCI ATI ONS, RECI PROCAL AND | NTER- | NSURANCE EXCHANGES, AND
21 FI RE | NSURANCE RATI NG BUREAUS, AND THE REGULATI ON AND
22 SUPERVI SI ON OF | NSURANCE CARRI ED BY SUCH COWPANI ES,
23 ASSCCI ATI ONS, AND EXCHANGES, | NCLUDI NG | NSURANCE CARRI ED BY
24 THE STATE WORKMEN S | NSURANCE FUND; PROVI DI NG PENALTI ES; AND
25 REPEALI NG EXI STI NG LAWS, " PROVI DI NG FOR SMALL GROUP HEALTH
26 BENEFI TS.
27 The General Assenbly of the Conmonweal th of Pennsyl vani a

28 hereby enacts as follows:
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E—Age—
10 IR Lth o
11 IR ] . . | . w I
12 departrent—
13 P . hall I L ril " :

14 whder—paragraph—{4tr—~eonststentby—wth-respect—to—at—plans
15 b hi . | . I itk d

16 regubatary—auther by —

17 £3—Ar—+nswrer—shatH—net—eharge—aratethat—+s—rpre—than

18 33%above—or below the community rate—asadiustedas
19

20 | ‘ he_inclusi : it Ly T
21 L fied | . o | it n famid
22 conpoestten—

23 £4y—The—premuymtor—a—srat-—group—heatth—benetit—plan
24 shatt—net—be—adtusted-by—an+nAsurer—Apre—than-onRceeach—year—

25 except—that rates—may be changed more freqguently toreflect—

26 (i-y—Changes to the enrollnent of the snall enployer
27 group—

)8 TR I ] heal th L T I

29 that—have been—requested by the snall enployer—

30 ITER I he fanil - :
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23 £2y—The—+remntnder—ot—thts—act—shalt—take—etfect

24 Havedatelby—

25 SECTION 1. THE ACT OF MAY 17, 1921 (P.L.682, NO 284), KNOMWN <—
26 AS THE | NSURANCE COVWPANY LAW COF 1921, |'S AMENDED BY ADDI NG AN

27 ARTI CLE TO READ:

28 ARTI CLE XXI |

29 SVALL GROUP _HEALTH BENEFI TS

30 SECTION 2201. SCOPE OF ARTI CLE.
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TH S ARTICLE RELATES TO HEALTH BENEFI T PLANS OFFERED BY AN

I NSURER TO EMPLOYEES OF SMVALL EMPLOYERS.

SECTI ON 2202. DEFI NI TI ONS.

THE FOLLOW NG WORDS AND PHRASES WHEN USED IN THI S ARTI CLE

SHALL HAVE THE MEANINGS G VEN TO THEM IN TH' S SECTI ON UNLESS THE

CONTEXT CLEARLY | NDI CATES OTHERW SE:

"COVWUNITY RATE." AN I NSURER S RATI NG METHODOLOGY THAT IS

BASED ON THE EXPERI ENCE OF ALL RI SKS COVERED BY THAT PLAN

W THOUT REGARD TO HEALTH STATUS, OCCUPATI ON OR ANY OTHER FACTOR.

AN | NSURER MAY ADJUST | TS COVWMUNI TY RATE FOR AGE, GEOGRAPHI C

REG ON AS APPROVED BY THE | NSURANCE DEPARTMVENT AND FAM LY

COVPOSI T1 ON.

"DEPARTMENT. " THE | NSURANCE DEPARTMENT OF THE COVIVONWEALTH.

"HEALTH BENEFI T PLAN." ANY | NDI VI DUAL OR GROUP_HEALTH

| NSURANCE POLI CY, SUBSCRI BER CONTRACT, CERTI FI CATE OR PLAN VH CH

PROVI DES HEALTH OR SI CKNESS AND ACCI DENT COVERAGE WHICH | S

OFFERED BY AN I NSURER. THE TERM SHALL NOT | NCLUDE ANY OF THE

(1) ACCI DENT ONLY PQOLICY.

(2) LIMTED BENEFIT PQOLI CY.

(3) CREDIT ONLY PQOLI CY.

(4) LONG TERM OR DI SABILITY | NCOVE PQOLI CY.

(5) SPECI FI ED DI SEASE PQOLI CY.

(6) MEDI CARE SUPPLEMENT POLI CY.

(7) CIVILIAN HEALTH AND MEDI CAL PROGRAM OF THE UNI FORMVED

SERVI CES ( CHAMPUS) ~SUPPLEMENT.

(8) FIXED | NDEMNITY.

(9) DENTAL ONLY.

(10) VI SION ONLY.

(11) WORKERS' COVPENSATI ON POLI CY.

20070H2005B3449 - 24 -
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(12) AUTOMOBI LE MEDI CAL PAYMENT POLI CY UNDER 75 PA. C. S.

(RELATI NG TO VEHI CLES) .

"INSURER. " A COVPANY OR HEALTH | NSURANCE ENTITY LI CENSED I N

TH 'S COMVONVEALTH TO | SSUE ANY | NDI VI DUAL_OR GROUP_HEALTH,

SI CKNESS OR ACCI DENT POLI CY OR SUBSCRI BER CONTRACT OR

CERTI FI CATE OR PLAN THAT PROVI DES MEDI CAL OR HEALTH CARE

COVERAGE BY A HEALTH CARE FACILITY OR LI CENSED HEALTH CARE

PROVI DER THAT 1S OFFERED OR GOVERNED UNDER THI S ACT OR ANY OF

THE FOLLOW NG

(1) THE ACT OF DECEMBER 29, 1972 (P.L.1701, NO 364),

KNOWN AS THE HEALTH MAI NTENANCE ORGANI ZATI ON ACT.

(2) THE ACT OF MAY 18, 1976 (P.L.123, NO 54), KNOM AS

THE | NDI VI DUAL ACCI DENT_AND SI CKNESS | NSURANCE M NI MUM

STANDARDS ACT.

(3) 40 PA.C.S. CH 61 (RELATING TO HOSPI TAL PLAN

CORPORATIONS) OR 63 (RELATI NG TO PROFESSI ONAL HEALTH SERVI CES

PLAN CORPCORATI ONS) .

"MEDI CAL LOSS RATIO " THE RATIO OF I NCURRED MEDI CAL CLAIM

COSTS_TO EARNED PREM UMS.

"PREEXI STING CONDI TION. " A DI SEASE OR PHYSI CAL_CONDI TI ON FOR

VH CH MEDI CAL _ADVI CE OR TREATMENT HAS BEEN RECOMVENDED OR

RECEI VED PRI OR TO THE EFFECTI VE DATE OF COVERAGE.

"SMALL EMPLOYER " | N CONNECTION WTH A GROUP_HEALTH PLAN

WTH RESPECT TO A CALENDAR YEAR AND A PLAN YEAR, AN EMPLOYER WHO

EMPLOYS AN AVERAGE OF AT LEAST TWO BUT NOT MORE THAN 50

EMPLOYEES ON BUSI NESS DAYS DURI NG THE PRECEDI NG CALENDAR YEAR

AND WHO EMPLOYS AT LEAST TWO SUCH EVMPLOYEES ON THE FI RST DAY OF

THE PLAN YEAR |IN THE CASE OF AN EMPLOYER VH CH WAS NOT I N

EXI STENCE THROUGHOUT THE PRECEDI NG CALENDAR YEAR, THE

DETERM NATI ON WHETHER AN EMPLOYER | S A SVMALL EMPLOYER SHALL BE

20070H2005B3449 - 25 -
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BASED ON THE AVERAGE NUMBER OF EMPLOYEES THAT I T | S REASONABLY

EXPECTED THAT THE EMPLOYER W LL EMPLOY ON BUSI NESS DAYS I N THE

CURRENT CALENDAR YEAR.

"SMALL GROUP HEALTH BENEFI T PLAN." A HEALTH BENEFI T PLAN

OFFERED TO A SVALL EMPLOYER.

"STANDARD PLAN." THE HEALTH BENEFI T PACKAGE ESTABLI SHED BY

THE | NSURANCE DEPARTMENT | N ACCORDANCE W TH SECTI ON 2203(D).

SECTI ON 2203. HEALTH | NSURANCE RATE | NCREASES AND STANDARD

(A)  APPLICABILITY.--THI'S SECTI ON SHALL APPLY TO ALL SMALL

GROUP_HEALTH BENEFI T PLANS AND | NDI VI DUAL HEALTH BENEFI T PLANS

| SSUED, MADE EFFECTIVE, DELIVERED OR RENEVED IN TH' S

COMWONWEALTH AFTER THE EFFECTI VE DATE OF TH S SECTI ON.

(B) PREM UM RATES. - -

(1) ALL INSURERS SHALL ESTABLI SH COMMUNI TY RATES FOR

PLANS SUBJECT TO THI S SECTI ON AND SHALL FILE THE RATES WTH

THE DEPARTMENT AS REQUI RED BY LAW

(2) AN INSURER SHALL APPLY ALL RI SK ADJUSTMENT FACTORS

UNDER SUBSECTION (O (1) (1), (I'l) AND (I11) CONSISTENTLY WTH

RESPECT TO ALL PLANS SUBJECT TO THI S SECTI ON.

(3) AN INSURER SHALL NOT CHARGE A RATE THAT IS MORE THAN

33% ABOVE OR BELOW THE COVMUNI TY RATE, AS ADJUSTED AS

PERM TTED UNDER PARAGRAPH (1).

(4) AN I NSURER SHALL BASE | TS RATI NG METHODS AND

PRACTI CES ON COMVONLY ACCEPTED ACTUARI AL_ASSUMPTI ONS AND

SOUND ACTUARI AL PRI NCI PLES. RATES SHALL NOT BE EXCESSI VE,

| NADEQUATE OR UNFAI RLY DI SCRI M NATORY.

(C) ADDI TI ONAL RATE REVI EW - -

(1) 1IN CONJUNCTION WTH AND I N ADDI TION TO THE STANDARDS

SET FORTH UNDER THE ACT OF DECEMBER 18, 1996 (P.L. 1066,

20070H2005B3449 - 26 -



1 NO. 159), KNOWN AS THE ACCI DENT_AND HEALTH FI LI NG REFORM ACT,
2 AND ALL OTHER APPL| CABLE STATUTORY AND REGULATORY

3 REQUI REMENTS, THE DEPARTMENT NAY DI SAPPROVE A RATE FI LI NG

4 BASED UPON THE FOLLOW NG

5 (1) THE RATE IS NOT ACTUARI ALLY SOUND.

6 (1) THE I NCREASE | S REQUESTED BECAUSE THE | NSURER
7 HAS NOT OPERATED EFFICIENTLY OR HAS FACTORED | N

8 EXPERI ENCE THAT CONFLI CTS W TH RECOGNI ZED BEST_ PRACTI CES
9 IN THE HEALTH CARE | NDUSTRY

10 (1I'l) THE I NCREASE | S REQUESTED BECAUSE THE | NSURER
11 HAS | NCURRED COSTS OF ADDI TI ONAL CARE DUE TO AVO DABLE
12 HOSPI TAL- ACQUI RED | NFECTI ONS AND AVO DABLE

13 HOSPI TALI ZATI ONS DUE TO | NEFFECTI VE CHRONI C CARE

14 MANAGEMENT, AFTER DATA FOR THE | NClI DENTS HAS BECOVE

15 AVAI LABLE TO AND CAN BE ANALYZED BY THE | NSURER AND THE
16 DEPARTMENT.

17 (1V)  FOR SMALL GROUP HEALTH PLANS, THE MEDI CAL LGSS
18 RATIO IS LESS THAN 85%

19 (2) INTHE EVENT A SVALL GROUP HEALTH BENEFI T PLAN HAS A
20 VEDI CAL LOSS RATI O OF LESS THAN 85% THE DEPARTMENT MAY, [N
21 ADDI T1 ON TO ANY OTHER REMEDI ES AVAI LABLE UNDER LAW REQUI RE
22 THE | NSURER TO REFUND THE DI FFERENCE TO POLI CYHOLDERS ON A
23 PRO RATA BASI S AS SOON AS PRACTI CABLE FOLLON NG RECEI PT OF
24 NOTlI CE FROM THE DEPARTMVENT OF SUCH REQUI REMENT BUT | N NO

25 EVENT LATER THAN 120 DAYS FOLLOW NG RECEI PT OF THE NOTI CE.
26 THE DEPARTMENT SHALL ESTABLI SH PROCEDURES FOR THE

27 Cl RCUMSTANCES UNDER VWHI CH THE REFUNDS W LL BE REQUI RED

28 (3) THE FILING AND REVI EW PROCEDURES SET_FORTH UNDER THE
29 ACCI DENT_AND HEALTH FI LI NG REFORM ACT SHALL APPLY TO ANY

30 FI LI NG CONDUCTED UNDER THI' S SECTI ON EXCEPT THAT ALL OF

20070H2005B3449 - 27 -



1 PARAGRAPH (1) (I11) SHALL APPLY TO ALL GROUP HEALTH BENEFI T

2 PLANS SUBJECT TO FI LI NG UNDER THE ACCI DENT AND HEALTH FI LI NG
3 REFORM ACT W THOUT REGARD TO THE SI ZE OF THE CGROUPS COVERED
4 BY THE PLAN.

5 (D) STANDARD PLAN REQUI RED. - -

6 (1) AN INSURER SHALL NOT_OFFER A PLAN THAT DOES NOT MEET
7 THE M NI MUM BENEFI TS SPECI FI ED | N THE STANDARD PLAN DEVELOPED
8 BY THE DEPARTMENT | N ACCORDANCE W TH THE FOLLOW NG CRI TERI A:
9 (1) PLANS OFFERED BY AN | NSURER ON AN EXPENSE-

10 I NCURRED BASI S SHALL BE ACTUARIALLY EQUI VALENT TO AT

11 LEAST THE M NI MUM BENEFI TS REQUI RED TO BE OFFERED UNDER
12 THE STANDARD PLAN.

13 (1) THE STANDARD PLAN SHALL AT LEAST I NCLUDE ALL OF
14 THE BENEFI TS OF THE BASI C BENEFI T PACKAGE.

15 (1I'l) THE STANDARD PLAN SHALL NOT CONTAI N

16 PREEXI STI NG CONDI TI ON EXCLUSI ON

17 (2) THE STANDARD PLAN MAY | NCLUDE OPTI ONS FOR DEDUCTI BLE
18 AND COST- SHARI NG PROVI SI ONS | F. THE DEPARTMENT DETERM NES THAT
19 THE PROVI SIONS MEET ALL OF THE FOLLOW NG

20 (1) DI SSUADE CONSUMERS FROM SEEKI NG UNNECESSARY

21 SERVI CES.

22 (1)  BALANCE THE EFFECT OF COST- SHARI NG I N REDUCI NG
23 PREM UMS AND | N EFFECTI NG UTI LI ZATI ON OF APPROPRI ATE

24 SERVI CES.

25 (I1'1) LIMT THE TOTAL_ COST- SHARI NG THAT MAY BE

26 I NCURRED BY AN INDIVIDUAL I N A YEAR

27 (3) EACH INDIVIDUAL IN THI S COWONWEALTH WHO APPLI ES TO
28 AN | NSURER FOR ENROLLMENT I'N A PLAN OFFERED BY THE | NSURER

29 SHALL BE ACCEPTED AS AN ENROLLEE

30 (4) THE DEPARTMENT SHALL FORWARD A NOTI CE OF THE

20070H2005B3449 - 28 -



1 ELEMENTS OF THE STANDARD PLAN TO THE LEGQ SLATI VE REFERENCE
2 BUREAU FOR PUBLI CATI ON I N THE PENNSYLVANI A BULLETI N. | NSURERS
3 SUBJECT TO THE PROVI SIONS OF THI S SECTI ON SHALL BE REQUI RED
4 TO BEG N OFFERI NG THE STANDARD PLAN AS SOON AS PRACTI CABLE
5 FOLLON NG THE PUBLI CATI ON BUT I N NO EVENT LATER THAN 120 DAYS
6 FOLLOW NG THE PUBL| CATI ON.
7 (E) OPTI ONAL ADDI TI ONAL COVERACGE. - -
8 (1) AN I NSURER NMAY OFFER BENEFITS I'N ADDI TI ON TO THOSE
9 IN THE STANDARD PLAN | F THE ADDI TI ONAL BENEFI TS MEET ALL OF
10 THE FOLLOW NG
11 (1) ARE OFFERED AND PRI CED SEPARATELY FROM BENEFI TS
12 SPECI FI ED IN THE STANDARD PLAN.
13 (1) DO NOIr HAVE THE EFFECT OF DUPLI CATI NG ANY OF
14 THE BENEFI TS | N THE STANDARD PLAN.
15 (1I') ARE CLEARLY SPECI FI ED AS ENHANCEMENTS TO THE
16 STANDARD PLAN.
17 (2) EACH BENEFIT OFFERED I N ADDI TI ON TO THE STANDARD
18 PLAN THAT | NCREASES HEALTH CARE CHO CES OR LOWERS THE COST-
19 SHARI NG ARRANGEMENT | S SUBJECT TO ALL OF THE PROVI SI ONS OF
20 TH' S SECTI ON APPLI CABLE TO THE STANDARD PLAN.
21 (3) THE DEPARTMENT MAY PROHI BI T AN | NSURER FROM OFFERI NG
22 AN ADDI TI ONAL BENEFI T _UNDER THI' S SECTI ON | F. THE DEPARTMENT
23 FI NDS THAT THE ADDI TIONAL BENEFI T WLL BE SOLD | N CONJUNCTI ON
24 WTH THE STANDARD PLAN OF THE I NSURER I N A MANNER DESI GNED TO
25 PROMOTE RI SK SELECTI ON OR UNDERWRI TI NG PRACTI CES OTHERW SE
26 PROHI BI TED BY TH S SECTI ON OR OTHER STATUTE.
27 (F)  REGULATI ONS. - - THE DEPARTMENT NAY PROVMULGATE REGULATI ONS
28 NECESSARY FOR THE | MPLEMENTATI ON AND ADM NI STRATION OF THI S
29 ARTICLE.
30 SECTION 2. TH S ACT SHALL TAKE EFFECT I N 120 DAYS.
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