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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 560 5

| NTRODUCED BY TRI CH, DeWEESE, RI CHARDSON, VEQON, | TKI N,
STEI GHNER, BELARDI, TANGRETTI, DeLUCA, SCRI MENTI, ROBI NSON
BELFANTI , DALEY, FLICK, JOSEPHS, BLAUM CARONE, JAROLI N
M HALI CH, PESCI, TRELLO, CLARK, WOGAN, RITTER, STURLA, MELI G
STEELMAN, FREEMAN, LaGROITA, HANNA, D. R WRI GHT, MJNDY
CAPPABI ANCA, LAUGHLI N, PI STELLA, W LLI AMS, KI RKLAND, WOZN AK,
HUGHES AND CURRY, MARCH 15, 1993

REFERRED TO COW TTEE ON HEALTH AND WELFARE, MARCH 15, 1993

AN ACT

1 Anending the act of April 9, 1929 (P.L.177, No.175), entitled

2 "An act providing for and reorgani zi ng the conduct of the

3 executive and adm nistrative work of the Commonweal th by the
4 Executive Departnment thereof and the adm nistrative

5 departnents, boards, conm ssions, and officers thereof,

6 i ncludi ng the boards of trustees of State Normal Schools, or
7 Teachers Col | eges; abolishing, creating, reorganizing or

8 aut hori zing the reorgani zation of certain admnistrative

9 departnments, boards, and conm ssions; defining the powers and
10 duties of the Governor and other executive and adm nistrative
11 of ficers, and of the several admnistrative departnents,

12 boards, comm ssions, and officers; fixing the salaries of the
13 Governor, Lieutenant Governor, and certain other executive

14 and adm nistrative officers; providing for the appointment of
15 certain admnistrative officers, and of all deputies and

16 ot her assistants and enpl oyes in certain departnents, boards,
17 and comm ssions; and prescribing the manner in which the

18 nunber and conpensation of the deputies and all other

19 assi stants and enpl oyes of certain departnents, boards and
20

commi ssions shall be determ ned,” inposing additional powers
21 and duties on the Ofice of Consumer Advocate relating to
22 rates and proceedi ngs affecting health insurance; requiring
23 health insurers to pay certain assessnments; and inposing
24 addi ti onal powers and duties on the Insurance Departnent.
25 The General Assenbly of the Conmonweal th of Pennsyl vani a

26 hereby enacts as follows:



Section 1. Section 901-A of the act of April 9, 1929
(P.L.177, No.175), known as The Adm nistrative Code of 1929,
added July 9, 1976 (P.L.903, No.161), is anended to read:

Section 901-A. Definitions.--As used in this article:

"Conmi ssion” means the Pennsylvania Public Uility
Conmi ssi on.

"Consumrer" means any person (i) who nakes a direct use or is
the ultimate recipient of a product or a service supplied by any
person or public utility subject to the authority of the
commi ssion or (ii) who nmay be a direct user or ultimate
reci pient of a product or service supplied by any person or
public utility subject to the authority of the comm ssion and
may be affected in any way by any action within the authority of

the conm ssion or (iii) who is an individual covered by a health

i nsurance policy in this Conmonweal th. The term "consuner"”

i ncl udes any "person," "corporation” or "nmunicipal corporation”
as defined in section 2 of the act of May 28, 1937 (P.L. 1053,
No. 286), known as the "Public Uility Law. "

"Departnent” means the | nsurance Departnent of the

Commpnweal th and i ncludes the | nsurance Conm ssioner of the

Commpnweal t h.

"Heal th i nsurance policy" neans any heal th i nsurance policy,

contract or plan, whether individual or group, which provides

medi cal coverage on an expense incurred, service or prepaid

basis. The termincl udes the foll ow ng:

(1) A health insurance policy or contract i ssued by a

nonprofit corporation subject to 40 Pa.C.S. Chs. 61 (relating to

hospital plan corporations), 63 (relating to professional health

services plan corporations) and 65 (relating to fraternal

benefit societies).
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(2) A health service plan operati ng under the act of

Decenber 29, 1972 (P.L.1701, No.364), known as the "Health

Mai nt enance Organi zati on Act."

"Heal th i nsurer" neans any conpany, associ ation or exchange

as such terns are defined in section 101 of the act of My 17,

1921 (P.L.789, No.285), known as "The | nsurance Departnment Act

of one thousand ni ne hundred and twenty-one," and any

corporation, society or organi zation or plan that issues a

health i nsurance policy in this Commonweal t h.

"Public utility" means public utility as defined in section
2(17), act of May 28, 1937 (P.L.1053, No.286), known as the
"Public Uility Law "

Section 2. Section 902-A of the act, added July 9, 1976
(P.L.903, No.161) and repealed in part Cctober 15, 1980
(P.L.950, No.164), is anended to read:

Section 902-A. Ofice of Consumer Advocate.--(a) There is
her eby established within the Departnent of Justice an Ofice of
Consuner Advocate to represent the interest of consuners before

t he Pennsyl vania Public Utility Conm ssion and the |Insurance

(b) The Consuner Advocate shall be a person who by reason of
training, experience and attainment is qualified to represent
the interest of consuners. Conpensation shall be set by the
Executi ve Board.

(c) No individual who serves as a Consuner Advocate shall,
while serving in such position, engage in any busi ness,
vocation, other enploynent, or have other interests,
inconsistent with his official responsibilities, nor shall he
seek or accept enpl oynent nor render beneficial services for

conpensation with (i) any "person"” or "corporation," as defined
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in section 2 of the act of May 28, 1937 (P.L.1053, No. 286),
known as the "Public Utility Law," subject to the authority of

the comm ssion or (ii) any health insurer subject to the

authority of his office during the tenure of the appointnent and

for a period of two years after the appointnent is served or
t er m nat ed.

(d) Any individual who is appointed to the position of
Consuner Advocate shall not seek el ection nor accept appoi ntnent
to any political office during the tenure as Consuner Advocate
and for a period of two years after the appointnent is served or
t er m nat ed.

Section 3. Section 904-A(c) of the act, added July 9, 1976
(P.L.903, No.161), is anended and the section is anmended by
addi ng a subsection to read:

Section 904-A. Powers and Duties of the Consuner Advocate.--
* %k

(a.2) The Ofice of Consumer Advocate may assess the inpact
of insurance rates, rules and forns related to health insurance
on consuners in Pennsylvania and, in its own nane, shall act as
an advocate of positions that are nost advantageous to a
substanti al nunber of health insurance consumers as determ ned
by the Consuner Advocate. The Consumer Advocate is further
authorized to represent the interests of individual consuners in
such instances where the Consumer Advocate determ nes that a
significant issue of lawis raised or that the individual's
situation is representative of situations faced by a significant
nunber of insured individuals. The Consuner Advocate nay appear
or intervene as a matter of right before the Insurance
Department or the Insurance Conm ssioner as a party or otherw se

on behal f of individual health insurance consunmers or a group of

19930H0560B0611 - 4 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

consuners in matters involving rates, rules and forns affecting
heal th i nsurance.

* %

(c) In addition to any other authority conferred upon him by
this act, the Consuner Advocate is authorized to represent an
i nterest of consumers which is presented to himfor his
consi deration upon petition in witing by a substantial nunber
of persons, who nake direct use or are ultimate recipients of a
product or service supplied by a person, corporation, or
muni ci pal corporation subject to regulation by the conm ssion.

The Consumer Advocate is further authorized to represent an

i nterest of consunmers which is presented to himfor his

consi derati on upon petition in witing by a substanti al nunber

of persons covered by a health insurance policy in this

Commonweal th. The Consuner Advocate shall notify the principal

sponsors of any such petition within a reasonable tine after
recei pt of any such petition of the action taken or intended to
be taken by himw th respect to the interest of consuners
presented in such petition. If the Consuner Advocate declines or
is unable to represent such interest, he shall notify such
sponsors and shall state his reasons therefor.

* %k

Section 4. The act is anmended by addi ng sections to read:

Section 904-A. 2. Assessnents upon Health I nsurers.--(a)

Definitions.--As used in this section:

"Doi ng busi ness" neans the perfornmance of any of the

foll ow ng acts:

(1) the issuance or delivery of contracts of health

i nsurance to persons resident in this Conmmbnweal t h;

(2) the solicitation of applications for contracts of health
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i nsurance or other neqotiations prelimnary to executi on of

t hese contracts;

(3) the collection of prem uns, nenbership fees, assessnents

or other consideration for these contracts; or

(4) the transaction of matters subsequent to executi on of

t hese contracts and ari sing out of them

"ross prem uns" neans prem uns, preni um deposits or

assessnents recei ved by any i nsurance conpany, whether received

in noney or in the formof notes, credits or any other

substitutes for nopney, and whether collected in this

Commpnweal th or el sewhere. Gross prem uns shall not include (i)

anounts returned on policies canceled or not taken or (ii)

prem uns received for reinsurance.

(b)Y For the purpose of providing additi onal funds necessary

to carry out the powers of the Consuner Advocate with regard to

health i nsurance, every health insurer doing business in this

Commpnweal th shall pay annually into the restricted revenue

account of the Ofice of Consunmer Advocate within the Ofice of

Attorney General their allocated proportion so that the anount

contributed fromall health insurers totals two hundred fifty

t housand dol |l ars ($250,000). To determ ne the anount each heal th

i nsurer shall provide to reach this total, the foll ow ng

procedure shall be used:

(1) By April 1 of each year, the |Insurance Departnent shal

deternine the cunul ati ve anount of health i nsurance policy gross

premiuns of all health insurers doing business in this

Commpnweal th during the previous cal endar year. The | nsurance

Departnment shall then conpute the percentage that each health

insurer's health i nsurance policy gross prenm uns bear to the

Statewide total and transmt that data to the Departnent of
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Revenue. Before April 30 of each year, the Departnent of Revenue

shal | assess each health i nsurer that percentage of two hundred

fifty thousand dollars ($250,000) to fund this act.

(2) The anmpbunt of each assessnent shall becone due within

thirty (30) days after receipt by the health i nsurer of notice

gi ven by regi stered or certified mail and after the due date

shal|l accrue interest, which shall be the average rate of

i nterest specified for residential nortgage | ending by the

Secretary of Banki ng pursuant to the act of January 30, 1974

(P.L.13, No.6), referred to as the Loan |Interest and Protection

Law.

(3) Wthin fifteen (15) days after recei pt of the notice,

the health i nsurer against which the assessnent has been nade

may file with the | nsurance Departnment objections setting out in

detail the grounds upon which the health i nsurer regards the

assessnent to be excessive, erroneous, unlawful or invalid.

(4) The | nsurance Departnent, after notice to the health

i nsurer and the Consuner Advocate, shall hold a hearing upon the

obj ecti ons, at which representati ves of both the health i nsurer

and the Consunmer Advocate may appear. After the hearing, the

| nsur ance Departnent shall record its findings on the objections

and shall transmt to both the health i nsurer and the Consuner

Advocate, by registered or certified mail, notice of the anmount,

if any, charged agai nst the health insurer in accordance with

the findi ngs whi ch anpbunt then due shall be paid by the health

insurer within ten (10) days after recei pt of the findi ngs of

the | nsurance Conmi ssioner with respect to the objections.

(c) |If any paynent prescribed by this section is not nade,

the | nsurance Conmi ssi oner may suspend or revoke the |icense of

the of fendi ng health insurer, and the Consunmer Advocate nay
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institute an appropriate action at |law for the anount |awfully

assessed plus interest fromthe due date, which shall be the

average rate of interest specified for residential nortgage

| endi ng by the Secretary of Banking, pursuant to the Loan

Interest and Protection Law, together with any additional costs

i ncurred by the Consuner Advocate or by virtue of the failure to

pay.
Secti on 905-A. 1. Duties of the Departnent.--1n dealing with

any proposed acti on which may substantially affect the interest

of consuners, including, but not limted to, a proposed change

of rates and the adoption of rules and forns affecting heal th

i nsurance, the departnent shall:

(1) Notify the Consuner Advocate when notice of the proposed

action is given to the public or at a tine fixed by aqgreenent

bet ween the Consunmer Advocate and the departnent in a nmanner to

assure the Consuner Advocate reasonable notice and adequate tine

to determ ne whether to intervene in the matter.

(2) Consistent with its other statutory responsibilities,

take the action with due consideration to the i nterest of

consuners.

Secti on 905-A. 2. Duties of the Health Insurer.--(a) It

shall be the responsibility of the health i nsurer to provide

copies of all docunents filed with the departnent to the Ofice

of Consuner Advocate. The departnent shall not accept a docunent

as tinely filed unless the document has al so been filed with the

Ofice of Consunmer Advocate.

(b) Nothing contained in this article shall be construed to

inmpair the statutory authority or responsibility of the

departnent to requlate health insurers in the public interest.

Section 5. This act shall take effect in 60 days.
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