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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1597 =5

| NTRODUCED BY SCRI MENTI, BELFANTI, WALKGO, YOUNGBLOOD, BELARDI,
Pl STELLA, BOSCOLA, TRELLO, CAPPABI ANCA, MERRY AND RAMOS,
MAY 9, 1995

REFERRED TO COVM TTEE ON | NSURANCE, MAY 9, 1995
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AN ACT

Providing for the issuance of health insurance at an affordable
| evel for small enployer groups, for the rating of basic
smal |l group insurance plans, for renewability of coverage,
for limts on preexisting condition provisions and for review
of the reforns.
The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

Section 1. Short title.
This act shall be known and may be cited as the Snal

Busi ness Heal th I nsurance Reform Act.

Section 2. Legislative findings and declaration of policy.
The CGeneral Assenbly finds and declares as foll ows:

(1) There are approxinmately 1,000,000 persons in this
Commonweal th wi t hout heal th insurance. Approxi mately two-
thirds of the uninsured popul ati on are enpl oyed persons or
dependents of enpl oyed persons.

(2) The working uninsured in this Cormonwealth tend to

be enpl oyed by smal |l busi nesses.

(3) Several factors, such as cost shifting, high prem um
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costs and underwiting and rating practices, have made health

i nsurance coverage prohibitively expensive for small enployer

gr oups.

(4) The Conmonweal th should initiate neasures to enhance
the affordability of health insurance for snmall enpl oyer
groups.

Section 3. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Basic small group insurance plan.” A policy or subscription
contract which an insurer may choose to offer to a snal
enpl oyer group. The term does not include a policy or
subscription contract offered by an associ ation made up entirely
or in part by small enployer groups.

"Conmm ssioner." The Insurance Conmm ssioner of the
Conmonweal t h.

"Conmunity rate.” A neans of determning premumrates for
basic small group insurance plans by placing all beneficiaries
of such policies into one |large group, actuarially projecting
the clains of the group and setting prem umrates accordingly.

"Departnent.” The Insurance Departnent of the Conmonweal t h.

"Dependent children.” Includes the natural and adopted
children of the enployee. The term may include stepchildren
residing in the household if the enployee has assuned the
financial responsibility for the child and another parent is not
| egally responsible for support for and nedi cal expenses of the
chi I d.

"Eligi ble dependent." Includes only spouses of enpl oyees and

dependent children under 19 years of age.
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“Insurer.”™ An insurer, health mai ntenance organi zati on,
fraternal benefit society, hospital plan or health services plan
corporation offering basic small group insurance plans to smal
enpl oyers.

"Preexisting condition provision.”™ A policy provision that
excludes or limts coverage for charges or expenses incurred
during a specified period followng the insured' s effective date
of coverage as to a condition which, during a specified period
i mredi ately preceding the effective date of coverage, had
mani fested itself in a manner that woul d cause an ordinarily
prudent person to seek nedical advice, diagnosis, care or
treatment or for which nedical advice, diagnosis, care or
treatment was recommended or received.

"Qualified individual."” Any person enployed by a snal
enpl oyer who is an active enployee or eligible dependent.

"Smal | enployer."” A person, firm corporation, partnership
or associ ation which enpl oyed, on at |east 50% of its working
days during the preceding year, at |least two but not nore than
50 enpl oyees.

"Smal | enpl oyer group.™ A group conposed of qualified
i ndi vi dual s.

Section 4. |Issuance of basic small group insurance plans.

(a) GCeneral rule.--Insurers are authorized to i ssue basic
small group insurance plans to snall enpl oyer groups.

(b) Eligibility.--A small enployer group shall be eligible
to elect a basic small group insurance plan only if the smal
enpl oyer has not provided health i nsurance coverage, directly or
indirectly, to qualified individuals within the group anytine
during the imredi ately preceding 12-nonth peri od.

(c) Coverage.--Basic small group insurance plans may be
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of fered without regard to coverage nmandated for group acci dent
and health i nsurance policies under section 632 and Article VI-A
of the act of May 17, 1921 (P.L.682, No.284), known as The

I nsurance Conpany Law of 1921, and the act of August 1, 1975
(P.L.157, No.81), entitled "An act providing for the health and
wel fare of newborn children and their parents by regul ating
certain health insurance coverage for newborn children.” In
devi sing basic small group insurance plans, insurers are
encouraged to offer a basic level of primary care and may offer
preventive care. Such plans may al so i nclude managed care
provisions to control the cost of a basic small group insurance
plan. Nothing in this act prohibits an insurer fromoffering
different tiers of basic small group insurance plans which
provide different |evels of benefits or fromoffering benefits
in addition to those offered under the basic small group

i nsurance plan and chargi ng an additional prem um accordingly.
Section 5. Rating of basic small group insurance plans.

(a) GCeneral rule.--In determning the premumrates to be
charged for basic small group insurance plans, insurers shal
establish a conmunity rate. This community rate shall be based
strictly on the utilization of people in the new basic snal
group insurance plans and not conbined with any other currently
exi sting community rated plan's experience. Premumrates for
basic small group insurance plans shall be cal cul ated annually
and trended nonthly for all new and renew ng groups. The rates
shall not be based on a small enployer group's own health clains
experience nor on the small enpl oyer group's own denographic
characteristics.

(b) Inclusion of all nenbers in small enployer group.--1f an

insurer elects to offer a basic small group insurance plan to a
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smal | enpl oyer group, it shall not exclude from coverage any
qualified individual within that group. This requirenment shal
al so apply to eligible dependents if the small enployer elects
to extend coverage to them

Section 6. Renewability of coverage.

Basic smal|l group insurance plans shall be renewable at the
option of the small enployer except for any of the follow ng
reasons:

(1) Nonpaynent of required prem umns.

(2) Fraud or msrepresentation of the small enpl oyer or,
with respect to coverage of an insured individual, fraud or
m srepresentation by the insured individual or the
i ndi vidual's representati ve.

(3) Nonconpliance with plan provisions, including
provi si ons regardi ng m ni mum nunbers of or percentages of
i nsur eds.

(4) Wen the insurer ceases doing business in the smal
enpl oyer market, provided that all of the follow ng
conditions are net:

(1) Notice of the decision to cease doi ng business
in the small enployer nmarket is provided to the
departnment and the small enpl oyer.

(1i) Basic small group insurance plans shall not be
cancel ed by the insurer for one year after the date of
the notice required under subparagraph (i) unless the
busi ness is sold to another insurer.

(tit) An insurer that ceases to do business in the
smal | enpl oyer marketplace is prohibited fromreentering
the smal|l enpl oyer marketplace for a period of five years

fromthe date of the notice required under subparagraph
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(i).
Section 7. Preexisting condition provisions.

(a) GCeneral rule.--If an insurer applies a preexisting
condition provision to coverage under a basic small group
i nsurance plan, the provision shall not exclude or limt
coverage for a period beyond six nonths follow ng the
i ndividual's effective date of coverage and nay only relate to
conditions during the 12 nonths i medi ately preceding the
effective date of coverage.

(b) Exception.--An insurer shall not apply a preexisting
condition provision to an individual who has been continually
i nsured. For the purposes of this section, "continually insured"
shal | nean having had health i nsurance coverage, whether
i ndi vi dual or group coverage, continuously for the preceding 12-
nmont h period. An individual shall be considered continually
insured even if his coverage has been interrupted by a period of
t enporary unenpl oynent, including, but not limted to, changi ng
of jobs and tenporary layoffs, so long as the period of
tenporary unenpl oynment has not exceeded a period of six nonths
in the preceding 12-nonth peri od.

Section 8. Review of reforns.

(a) Appointnment of panel.--Five years fromthe effective
date of this act, the commi ssioner shall appoint a review panel
to study the effects of this act on the small enpl oyer group
i nsurance mar ket pl ace. Whenever appointing nenbers to the panel,
t he comm ssioner shall ensure that the nenbers represent the
diverse interests in the small enployer group insurance
mar ket pl ace.

(b) Review by panel.--In its study of the effects of this

act, the panel shall consider the follow ng:
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(1) The inpact of the reforns on the uninsured rate in

this Commonweal th and specifically on the rate of uninsured

persons who are enpl oyed or dependents of unenpl oyed persons.

(2) The nunber of snmall businesses that |acked health

i nsurance coverage prior to enactnment of this act but since

obt ai ned cover age.

(3) The nunber of insurers who established and of fered

basic small group insurance pl ans.

(4) The need for further reforns in the small enpl oyer

group insurance narketpl ace.

(5) Any additional aspects of the issue which the panel

deens rel evant to consi der.

(c) Report of panel.--The panel shall report its findings

and make recommendati ons as appropriate to the conm ssioner,
Governor and the CGeneral Assenbly within 18 nonths of its
appoi ntment by the conm ssioner.

Section 9. Effective date.

This act shall take effect in 60 days.
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