SENATE ANVENDED
PRI OR PRI NTER S NOS. 1448, 2237, 2326, PRINTER S NO. 4107

4085

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1150 %5

| NTRODUCED BY D. O BRI EN, DeWEESE, PALLONE, PHI LLIPS, RAPP,

SCAVELLO, STURLA, BAKER, BASTI AN, BOYD, BROOKS, CALTAG RONE,
CARRCLL, CLYMER, COHEN, CONKLI N, DALEY, DALLY, DeLUCA,
DePASQUALE, DONATUCCI, EVERETT, FREEMAN, GEI ST, GEORGE,

G BBONS, G NGRI CH, GOODVAN, GRUCELA, HALUSKA, HARKI NS,
HENNESSEY, HERSHEY, JAMES, JOSEPHS, KAUFFMAN, W KELLER,
KENNEY, KI RKLAND, KOTI K, KULA, LEACH, LENTZ, MAHONEY,
MANDERI NO, MANN, MARKCSEK, MARSHALL, M|l LHATTAN, MOYER, MJRT,
MUSTI O, McGEEHAN, MYERS, NAILOR, M O BRI EN, PASH NSKI,
PAYNE, PETRONE, PRESTON, READSHAW REI CHLEY, ROSS, SCHRODER,
SElI P, SHAPI RO, SHI MKUS, M SM TH, SCLOBAY, SONNEY, STABACK,
STEI'L, SURRA, TANGRETTI, TRUE, VEREB, WATSON, J. WH TE,
WOINARGCSKI , YUDI CHAK, MACKERETH, MANTZ, BARRAR, HORNAMAN,
CAUSER, WALKO, HELM MELI O DENLI NGER, BRENNAN, RANALEY,

Di G ROLAMO, CERCELY, M KELLER, FRANKEL, FABRI ZI Q
YOUNGBLOOD, REED, ROAE, CURRY, K SM TH, GALLOWMAY, SI PTROTH,
RUBLEY, SAMUELSON AND BOBACK, APRIL 30, 2007

SENATOR ARMSTRONG, APPROPRI ATI ONS, | N SENATE, RE- REPORTED AS

AMENDED, JUNE 27, 2008

OCOoO~NOUITARWNE

AMVENDI NG THE ACT OF MAY 17, 1921 (P. L. 682, NO 284), ENTITLED "AN <—

ACT RELATI NG TO | NSURANCE; AMENDI NG, REVI SI NG, AND



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

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

3 PROTECTI ON OF HOVE AND FOREI GN | NSURANCE COWPANI ES, LLOYDS

4 ASSCCI ATI ONS, RECI PROCAL AND | NTER- | NSURANCE EXCHANGES, AND
5 FI RE | NSURANCE RATI NG BUREAUS, AND THE REGULATI ON AND

6 SUPERVI SI ON OF | NSURANCE CARRI ED BY SUCH COWPANI ES,

7 ASSCCI ATI ONS, AND EXCHANGES, | NCLUDI NG | NSURANCE CARRI ED BY
8 THE STATE WORKMEN S | NSURANCE FUND; PROVI DI NG PENALTI ES; AND
9 REPEALI NG EXI STI NG LAWS, " I N PRELI M NARY PROVI SI ONS, FURTHER
10 PROVI DI NG FOR EFFECT OF ACT ON EXI STI NG LAW5; I N LIFE

11 | NSURANCE, FURTHER PROVI DI NG FOR ADDI TI ONAL | NVESTMENT

12 AUTHORI TY FOR SUBSI DI ARI ES; | N CASUALTY | NSURANCE, PROVI DI NG
13 FOR AUTI SM SPECTRUM DI SORDERS COVERAGE AND FOR COLORECTAL

14 CANCER SCREENI NGS COVERAGE; | N | NSURANCE HOLDI NG COVPANI ES
15 FURTHER PROVI DI NG FOR DEFI NI TI ONS, FOR ACQUI SI TI ON OF CONTROL
16 OF OR MERGER W TH DOVESTI C | NSURER, FOR ACQUI SI TI ONS

17 | NVOLVI NG | NSURERS NOT OTHERW SE COVERED AND FOR STANDARDS
18 AND MANAGEMENT OF AN | NSURER W THI N A HOLDI NG COVPANY SYSTEM
19 PROVI DI NG FOR COW TTEE REVI EW ESTABLI SHI NG THE | NSURANCE
20 RESTRUCTURI NG RESTRI CTED RECEI PT ACCOUNT; PROVI DI NG FOR
21 COVWMUNI TY HEALTH REI NVESTMENT; AND MAKI NG A RELATED REPEAL
22 The General Assenbly of the Conmonweal th of Pennsyl vani a

23 hereby enacts as follows:
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days—
SECTION 1. SECTION 108 OF THE ACT OF MAY 17, 1921 (P.L. 682,

NO. 284), KNOWN AS THE | NSURANCE COVPANY LAW COF 1921, | S AMENDED

SECTI ON 108. EFFECT OF ACT_ON EXI STI NG LAWE. - - THE PROVI SI ONS

OF TH S ACT, SO FAR AS THEY ARE THE SAME AS THOSE OF EXI STI NG

LAWS, SHALL BE CONSTRUED AS A CONTI NUATI ON OF SUCH LAWS AND NOT

AS NEW ENACTMENTS. THE REPEAL BY TH S ACT OF ANY PROVI SI ON OF

LAWSHALL NOT_REVI VE ANY_ LAW HERETOFORE REPEALED OR SUPERSEDED,

NOR SHALL SUCH REPEAL AFFECT ANY ACT DONE, LIABILITY | NCURRED,

OR ANY RIGHT ACCRUED OR VESTED, OR ANY SU T OR PROSECUTI ON

PENDI NG OR TO BE I NSTI TUTED TO ENFORCE ANY RIGHT OR PENALTY OR

PUNI SH ANY OFFENSE UNDER THE AUTHORI TY OF THE REPEALED LAWS. THE

PROVISIONS OF THIS ACT SHALL NOT LIMT THE JURI SDI CTI ON AND

AUTHORI TY OF THE OFFI CE OF ATTORNEY CGENERAL, | NCLUDI NG _BUT_NOT

20070H1150B4107 - 11 -



LIMTED TO, _THE JURI SDI CT1 ON AND AUTHORI TY GRANTED PURSUANT_ TO

THE ACT OF OCTOBER 15, 1980 (P.L.950, NO 164), KNOMWN AS THE

" COVWONVEALTH ATTORNEYS ACT. "

SECTI ON 2. SECTI ON 405.2(C) OF THE ACT, AMENDED DECEMBER 21,
1995 (P.L.714, NO 79), |'S AVENDED TO READ:
SECTI ON 405. 2. ADDI TI ONAL | NVESTMENT AUTHORI TY FOR
SUBSI DI ARI ES. - - * * *
(C) (1) [AT] EXCEPT AS SET FORTH IN PARAGRAPH (1.1), AT NO <—

TIME SHALL A DOMESTI C LI FE | NSURANCE COMPANY MAKE AN | NVESTMVENT
I N ANY SUBSI DI ARY WHI CH W LL BRI NG THE AGGREGATE VALUE OF | TS

| N\VESTMENTS, AS DETERM NED FOR ANNUAL STATEMENT PURPOSES BUT NOT

I N EXCESS OF COST, I N ALL SUBSI DI ARl ES UNDER THI S SUBSECTI ON TO

AN AMOUNT | N EXCESS OF [-FEN—FHFTEEN 159 <
TEN PER CENTUM (10% OF | TS TOTAL ADM TTED ASSETS AS OF THE <
| MVEDI ATELY PRECEDI NG THI RTY- FI RST DAY OF DECEMBER | N

DETERM NI NG THE AMOUNT OF | NVESTMENTS OF ANY DOVESTI C LI FE

| NSURANCE COVPANY | N SUBSI DI ARI ES FOR PURPCSES OF THI S

SUBSECTI ON, THERE SHALL BE | NCLUDED | NVESTMENTS MADE DI RECTLY BY
SUCH | NSURANCE COVPANY AND, | F SUCH | NVESTMENT |'S MADE BY

ANOTHER SUBSI DI ARY, THEN TO THE EXTENT THAT FUNDS FOR SUCH

| N\VESTMENTS ARE PROVI DED BY THE | NSURANCE COVPANY FOR SUCH

PURPOSE.

(1.1) A DOVESTIC LI FE | NSURANCE COVPANY NAY | NCREASE THE

AGGREGATE VALUE OF I TS | NVESTMENTS, AS DETERM NED FOR ANNUAL

STATEMENT PURPOSES, BUT NOT | N EXCESS OF COST, IN ALL

SUBSI DI ARIES UNDER THI' S SUBSECTI ON TO AN AMOUNT | N EXCESS OF TEN <—

PER CENTUM (10% BUT AT NO TIME I N EXCESS OF FI FTEEN PER CENTUM

(15%9 OF ITS TOTAL ADM TTED ASSETS AS OF THE | MVEDI ATELY

PRECEDI NG THI RTY- FI RST DAY OF DECEMBER | F THE | NCREASE HAS BEEN

APPROVED | N VWRI TI NG BY THE | NSURANCE DEPARTMENT PRI OR TO MAKI NG

20070H1150B4107 - 12 -
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THE I NVESTMENT. | F THE | NSURANCE DEPARTMENT DOES NOT_APPROVE OR

DI SAPPROVE_THE | NCREASED | NVESTMENT W THI N THI RTY (30) DAYS OF

RECEI PT OF A REQUEST FOR APPROVAL, THE | NCREASED | NVESTMENT

SHALL BE DEEMED APPROVED. | N DETERM NI NG THE AMOUNT OF

I NVESTMENTS OF ANY DOMESTI C LI FE | NSURANCE COVPANY | N

SUBSI DI ARIES FOR PURPOSES OF THI S SUBSECTI ON, THERE SHALL BE

I NCLUDED | NVESTMENTS MADE DI RECTLY BY SUCH | NSURANCE COVPANY

AND, |F SUCH I NVESTMENT IS MADE BY ANOTHER SUBSI DI ARY, THEN TO

THE EXTENT THAT FUNDS FOR SUCH | NVESTMENTS ARE PROVI DED BY THE

I NSURANCE COVPANY FOR SUCH PURPOSE.

(2) THE LI M TATI ONS SET FORTH I N CLAUSE (1) OF TH'S
SUBSECTI ON SHALL NOT APPLY TO | NVESTMENTS | N ANY SUBSI DI ARY
WHI CH I S:

(1) AN | NSURANCE COMPANY OR A HEALTH MAI NTENANCE
ORGANI ZATI ON HOLDI NG A CERTI FI CATE OF AUTHORI TY UNDER THE ACT OF
DECEMBER 29, 1972 (P.L.1701, NO 364), KNOM AS THE "HEALTH
MAI NTENANCE ORGANI ZATI ON ACT. "

(I'1) A HOLDI NG COVPANY TO THE EXTENT | TS BUSI NESS CONSI STS
OF THE HOLDI NG OF THE STOCK OF, OR OTHERW SE CONTROLLI NG, | TS
OMN SUBSI DI AR ES.

(I11) A CORPORATI ON WHOSE BUSI NESS PRI MARI LY CONSI STS OF
DI RECT OR | NDI RECT OANERSHI P, OPERATI ON OR MANAGEMENT OF ASSETS
AUTHORI ZED AS | NVESTMENTS PURSUANT TO SECTI ONS 404.1 AND 406.

(V) A COVPANY ENGAGED | N ANY COVBI NATI ON OF THE ACTI VI TI ES
DESCRI BED | N SUBCLAUSES (1), (11) AND (I11) OF THI'S CLAUSE.
| N\VESTMENTS MADE PURSUANT TO SUBCLAUSE (1) SHALL NOT BE
RESTRI CTED | N AVOUNT PROVI DED THAT AFTER SUCH | NVESTMENT, AS
CALCULATED FOR NAI C ANNUAL STATEMENT PURPOSES, THE | NSURER S
SURPLUS W LL BE REASONABLE | N RELATI ON TO THE | NSURER S
OUTSTANDI NG LI ABI LI TI ES AND ADEQUATE TO | TS FI NANCI AL NEEDS.

20070H1150B4107 - 13 -
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I NVESTMENTS MADE PURSUANT TO SUBCLAUSE (11), OR TO THE EXTENT
APPLI CABLE I N THI S SUBCLAUSE, SHALL | N ADDI TI ON NOT BE SUBJECT
TO ANY LI M TATI ONS ON THE AMOUNT OF A DOMESTI C LI FE | NSURANCE
COVPANY' S ASSETS PROVI DED FOR UNDER ANY OTHER PROVI SION OF THI S
ACT AND VH CH M GHT OTHERW SE BE APPLI CABLE: PROVI DED, HOWEVER,
THAT SUCH LI FE | NSURANCE COMPANY' S | NVESTMENTS, TO THE EXTENT
THAT SUCH LI FE | NSURANCE COMPANY PROVI DED THE FUNDS THEREFOR, | N
EACH OF THE SUBSI DI ARI ES OF SUCH HOLDI NG COMPANY SHALL BE
SUBJECT TO THE LI M TATIONS, |F ANY, APPLI CABLE TO SUCH
I NVESTMENT AS | F THE HOLDI NG COVPANY' S | NTEREST | N EACH SUCH
SUBSI DI ARY VERE | NSTEAD OMNED DI RECTLY BY THE LI FE | NSURANCE
COVPANY. | NVESTMENTS MADE PURSUANT TO SUBCLAUSE (I11), OR TO
THE EXTENT APPLI CABLE, TH S CLAUSE, SHALL BE COUNTED | N
DETERM NI NG THE LI M TATI ONS CONTAI NED | N APPLI CABLE SUBSECTI ONS
OF SECTI ONS 404. 2 AND 406: PROVI DED, HOWEVER, THAT THE VALUE AS
CALCULATED FOR ANNUAL STATEMENT PURPGOSES, BUT NOT | N EXCESS OF
THE COST THEREOF, OF SUCH | NVESTMENT SHALL | NCLUDE ONLY FUNDS
PROVI DED BY THE | NSURANCE COMPANY THEREFOR. | NVESTMENTS MADE | N
OTHER SUBSI DI ARI ES OF SUCH LI FE | NSURANCE COMPANY BY ANY
SUBSI DI ARY DESCRI BED I N SUBCLAUSES (1), (I1), (I'l1l) AND TH' S
SUBCLAUSE OR BY A PERSON WHOSE BUSI NESS PRI MARI LY CONSI STS OF
DI RECT OR | NDI RECT OMNERSHI P, OPERATI ON OR MANAGEMENT OF REAL
PROPERTY AND | NTEREST THEREI N UNDER SECTI ON 406 SHALL BE DEEMED
I NVESTMENTS MADE BY THE | NSURANCE COVPANY ONLY TO THE EXTENT THE
FUNDS FOR SUCH | NVESTMENT WERE PROVI DED BY SUCH | NSURANCE
COVPANY.

* x %

SECTION 3. THE ACT IS AMENDED BY ADDI NG SECTI ONS TO READ:

SECTI ON 635. 2. AUTI SM SPECTRUM DI SORDERS COVERAGE. --(A) A

HEALTH | NSURANCE POLI CY OR GOVERNVENT PROGRAM COVERED UNDER THI' S

20070H1150B4107 - 14 -
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SECTI ON SHALL PROVI DE TO COVERED | NDI VI DUALS OR RECI Pl ENTS UNDER

TVENTY- ONE (21) YEARS OF ACE COVERAGE FOR THE DI AGNCSTI C

ASSESSMVENT OF AUTI SM SPECTRUM DI SORDERS AND FOR THE TREATMENT OF

AUTI SM SPECTRUM DI SORDERS.

(B) COVERAGE PROVI DED UNDER THI S SECTI ON BY AN | NSURER SHALL

BE SUBJECT TO A MAXI MUM BENEFI T OF THI RTY- Sl X THOUSAND DOLLARS

($36,000) PER YEAR BUT SHALL NOT BE SUBJECT TO ANY LIMTS ON THE

NUMBER OF VISITS TO AN AUTI SM SERVI CE PROVI DER FOR TREATMENT OF

AUTI SM SPECTRUM DI SORDERS. _AFTER DECEMBER 30, 2011, THE

I NSURANCE COVM SSI ONER SHALL, ON OR BEFORE APRIL 1 OF EACH

CALENDAR YEAR, PUBLISH IN THE PENNSYLVANI A BULLETIN AN

ADJUSTMENT TO THE MAXI MUM BENEFI T EQUAL TO THE CHANGE I N THE

UNI TED STATES DEPARTMENT OF LABOR CONSUMER PRI CE | NDEX FOR ALL

URBAN CONSUMERS (CPI-U) I N THE PRECEDI NG YEAR, AND THE PUBL| SHED

ADJUSTED NMAXI MUM BENEFI T SHALL BE APPLI CABLE TO THE FOLLOW NG

CALENDAR YEARS TO HEALTH I NSURANCE POLI CIES | SSUED OR RENEWED I N

THOSE CALENDAR YEARS. PAYMENTS MADE BY AN | NSURER ON BEHALF OF A

COVERED | NDI VI DUAL_FOR TREATMENT OF A HEALTH CONDI TI ON UNRELATED

TO OR DI STI NGUI SHABLE FROM THE | NDI VI DUAL' S _AUTI SM SPECTRUM

DI SORDER SHALL NOT BE APPLI ED TOMARD ANY MAXI MUM BENEFI T

ESTABLI SHED UNDER THI S SUBSECT! ON.

(6 COVERAGE UNDER THI S SECTI ON SHALL BE SUBJECT TO

COPAYMENT, DEDUCTI BLE AND CO NSURANCE PROVI SI ONS, AND ANY OTHER

GENERAL EXCLUSIONS OR LIM TATIONS, OF A HEALTH I NSURANCE POLI CY

OR GOVERNMENT PROGRAM TO THE SAME EXTENT AS OTHER MEDI CAL

SERVI CES COVERED BY THE POLI CY OR PROGRAM ARE SUBJECT TO THESE

PROVI SI ONS.

(D) THI'S SECTI ON SHALL NOT BE CONSTRUED AS LI M TI NG BENEFI TS

VH CH ARE OTHERW SE AVAI LABLE TO AN | NDI VI DUAL _UNDER A HEALTH

I NSURANCE POLI CY OR GOVERNMENT PROGRAM

20070H1150B4107 - 15 -
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(D.1) TH' S SECTION SHALL NOT BE CONSTRUED AS REQUI RI NG

COVERAGE BY | NSURERS OF ANY SERVI CE BASED SOLELY ON I TS

I NCLUSI ON I N AN | NDI VI DUALI ZED EDUCATI ON PROGRAM CONSI STENT

W TH FEDERAL OR STATE LAW AND UPON CONSENT OF THE PARENT OR

GUARDI AN OF THE COVERED | NDI VI DUAL, THE TREATMENT OF AUTI SM

SPECTRUM DI SORDERS MAY BE COORDI NATED W TH ANY SERVI CE | NCLUDED

N AN I NDI VI DUAL| ZED EDUCATI ON PROGRAM ~COVERAGE FOR THE

TREATMENT OF_ AUTI SM SPECTRUM DI SORDERS SHALL NOT BE CONTI NGENT

UPON A COORDI NATI ON OF SERVI CES W TH AN | NDI VI DUALI ZED EDUCATI ON

(E) (1) TH' S SECTION SHALL APPLY TO ANY HEALTH | NSURANCE

PCOLI CY OFFERED, | SSUED OR RENEVED ON OR AFTER JULY 1, 2009, IN

TH S COMWONWEALTH TO GROUPS OF FI FTY-ONE (51) OR MORE EMPLOYEES:

PROVI DED, THAT THI S SECTI ON SHALL NOT_| NCLUDE THE FOLLOW NG

PCLI Cl ES:

(1) ACCI DENT_ONLY.

(1) FIXED | NDEWNI TY.

(111)y LIMTED BENEFIT.

(1V)  CREDIT.
(V) DENTAL.
(M) VISION.

(M) SPEC FI ED DI SEASE.

(M1I1) MED CARE SUPPLEMENT.

(I X)  CHAWMPUS (CIVILIAN HEALTH AND MEDI CAL PROGRAM OF THE

UNI FORVED SERVI CES) SUPPLEMENT.

(X) LONG TERM CARE OR DI SABI LI TY | NCOME.

(XI)  WORKERS' COWMPENSATI ON.

(XI1) ~AUTOVOBI LE MEDI CAL_PAYMENT.

(2) TH'S SECTION SHALL APPLY TO ANY CONTRACT EXECUTED ON OR

AFTER JULY 1, 2009, BY THE ADULT BASI C COVERAGE | NSURANCE

20070H1150B4107 - 16 -
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PROGRAM ESTABLI SHED UNDER CHAPTER 13 OF THE ACT OF JUNE 26, 2001

(P.L.755, NO. 77), KNOW AS THE "TOBACCO SETTLEMENT ACT," OR BY

THE CH LDREN S HEALTH CARE PROGRAM ESTABLI SHED UNDER THI S ACT,

OR BY_ ANY SUCCESSOR PROGRAM CF EI THER OF THEM

(3)  ON JANUARY 1, 2011, INSURERS SHALL MAKE A REPORT TO THE

| NSURANCE DEPARTMENT, IN A FORM AND MANNER AS DETERM NED BY THE

DEPARTMENT, TO EVALUATE THE | MPLEMENTATI ON OF THI S SECTI ON.

(F) AS USED IN TH S SECTI ON:

(1) "APPLIED BEHAVI ORAL ANALYSI S" MEANS THE DESI G\,

| MPLEMENTATI ON AND EVALUATI ON OF ENVI RONVENTAL _MODI FI CATI ON,

USI NG BEHAVI ORAL STI MULI _AND CONSEQUENCES, TO PRODUCE SOCI ALLY

SI GNI FI CANT | MPROVEMENT | N HUMAN BEHAVI OR OR TO PREVENT LGOSS OF

ATTAINED SKILL OR FUNCTI ON, I NCLUDI NG THE USE OF DI RECT

OBSERVATI ON, MEASUREMENT AND FUNCTI ONAL ANALYSI S OF THE

RELATI ONS BETWEEN ENVI RONMENT AND BEHAVI OR.

(2) "AUTI SM SERVI CE PROVI DER" MEANS ANY OF THE FOLLOW NG

(1) A PERSON, ENTITY OR GROUP PROVI DI NG TREATMENT OF AUTI SM

SPECTRUM DI SORDERS PURSUANT_TO A TREATMENT PLAN THAT 1S LI CENSED

OR CERTIFIED IN TH S COVMONVEAL TH.

(1) ANY PERSON, ENTITY OR GROUP PROVI DI NG TREATMENT OF

AUTI SM SPECTRUM DI SORDERS PURSUANT TO A TREATMENT PLAN THAT IS

ENRCOLLED IN THE COVMONWEALTH S MEDI CAL ASSI STANCE PROGRAM ON OR

BEFORE THE EFFECTI VE DATE OF TH S SECTI ON.

(3) "AUTI SM SPECTRUM DI SORDERS" MEANS ANY CF THE PERVASI VE

DEVELOPMENTAL DI SORDERS DEFI NED BY THE MOST RECENT EDI TI ON OF

THE DI AGNOSTI C AND STATI STI CAL_MANUAL OF MENTAL DI SORDERS (DSM ,

OR I'TS SUCCESSOR, | NCLUDI NG AUTI STI C DI SORDER, ASPERGER' S

DI SORDER AND PERVASI VE DEVELOPMENTAL DI SORDER NOT OTHERW SE

SPEC! FI ED.

(4) "BEHAVI OR SPECI ALI ST" MEANS AN | NDI VI DUAL WHO DESI GNS,

20070H1150B4107 - 17 -



| MPLEMENTS OR EVALUATES A BEHAVI OR MODI FI CATI ON | NTERVENTI ON

COVPONENT OF A TREATMENT PLAN, | NCLUDI NG THOSE BASED ON APPLI ED

BEHAVI ORAL_ANALYSI S, TO PRODUCE SOCI ALLY SI GNI FI CANT

| MPROVEMENTS |N HUVAN BEHAVI OR OR TO PREVENT LOSS OF ATTAI NED <—

SKILL OR FUNCTI ON THROUGH SKILL ACQUI SI TI ON AND THE REDUCTI ON OF

PROBLENATI C BEHAVI OR.

(5) "Dl AGNOSTI C ASSESSMENT OF AUTI SM SPECTRUM DI SORDERS"

VEANS MEDI CALLY NECESSARY ASSESSMENTS, EVALUATI ONS OR TESTS

© o0 N oo o A~ wWw N P

PERFORMED BY A LI CENSED PHYSI Cl AN, LI CENSED PHYSI Cl AN ASSI STANT,

=Y
o

LI CENSED PSYCHOLOGE ST OR CERTI FI ED REG STERED NURSE PRACTI TI ONER

=
=

TO DI AGNOSE WHETHER AN | NDI VI DUAL HAS AN AUTI SM SPECTRUM

o
9]
3
7
Py

(6) " GOVERNMENT PROGRAM' MEANS ANY OF THE FOLLOW NG

=
w

H
o

(1) THE COMVONWEALTH S MEDI CAL ASSI STANCE PROGRAM

=Y
(63}

ESTABLI SHED UNDER THE ACT OF JUNE 13, 1967 (P.L.31, NO 21),

=Y
(e}

KNOWN AS THE "PUBLI C VWELFARE CODE. "

=
\l

(1) THE ADULT BASI C COVERAGE | NSURANCE PROGRAM ESTABL| SHED

=Y
oo

UNDER CHAPTER 13 OF THE ACT COF JUNE 26, 2001 (P.L.755, NO. 77),

=
O

KNOWN AS THE " TOBACCO SETTLEMENT ACT. "

N
o

(II'1) THE CH LDREN S HEALTH CARE PROCGRAM ESTABLI SHED UNDER

N
=

TH' S ACT.

(7)  "HEALTH | NSURANCE PCLI CY" MEANS ANY GROUP HEALTH,

N
N

N
w

SI CKNESS OR ACCI DENT _POLI CY, OR SUBSCRI BER CONTRACT OR

N
~

CERTI FI CATE OFFERED, | SSUED OR RENEVED BY AN ENTITY SUBJECT TO

N
(63}

ONE_COF THE FOLLOW NG

N
(e}

(1) TH'S ACT.

N
~

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

N
oo

AS THE "HEALTH MAI NTENANCE ORGANI ZATI ON ACT. "

N
(o]

(11'1) 40 PA.C.S. CH 61 (RELATING TO HOSPI TAL PLAN

30 CORPORATIONS) OR 63 (RELATING TO PROFESSI ONAL HEALTH SERVI CE
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PLAN CORPCORATI ONS) .

(8) "INSURER' MEANS ANY ENTITY OFFERI NG A HEALTH | NSURANCE

POLICY AS DEFINED IN TH' S SECTI ON.

(9)  "PHARVACY CARE' MEANS MEDI CATI ONS PRESCRI BED BY A

LI CENSED PHYSI CI AN, LI CENSED PHYSI CI AN ASSI STANT_OR CERTI FI ED

REG STERED NURSE PRACTI TI ONER AND ANY ASSESSMENT, EVALUATI ON OR

TEST PRESCRI BED OR ORDERED BY A LI CENSED PHYSI Cl AN, LI CENSED

PHYSI CI AN ASSI STANT OR CERTI FI ED REG STERED NURSE PRACTI TI ONER

TO DETERM NE THE NEED OR EFFECTI VENESS OF SUCH MEDI CATI ONS.

(10) "PSYCH ATRI C CARE" MEANS DI RECT OR CONSULTATI VE

SERVI CES PROVI DED BY A PHYSI CI AN WHO SPECI ALI ZES | N PSYCHI ATRY.

(11) "PSYCHOLOG CAL CARE' MEANS DI RECT OR CONSULTATI VE

SERVI CES PROVI DED BY A PSYCHOLOG ST.

(12) "REHABILI TATI VE CARE" MEANS PROFESSI ONAL SERVI CES AND

TREATMENT PROGRAMS, | NCLUDI NG APPLI ED BEHAVI ORAL ANALYSI S,

PROVI DED BY AN AUTI SM SERVI CE PROVI DER.

(13) "THERAPEUTI C CARE" MEANS SERVI CES PROVI DED BY SPEECH

LANGUAGE PATHOLOG STS, OCCUPATI ONAL_THERAPI STS OR PHYSI CAL

THERAPI STS.

(14) "TREATMENT OF AUTI SM SPECTRUM DI SORDER' SHALL BE

| DENTI FI ED N A TREATMENT PLAN AND SHALL | NCLUDE ANY OF THE

FOLLOW NG MEDI CALLY NECESSARY PHARMACY CARE, PSYCHI ATRI C CARE,

PSYCHOLOG CAL_CARE, REHABI LI TATI VE CARE AND THERAPEUTI C CARE

(1) PRESCRI BED, ORDERED OR PROVI DED BY A LI CENSED PHYSI Cl AN,

LI CENSED PHYSI CI AN ASSI STANT, LI CENSED PSYCHOLOG ST, LI CENSED

CLINICAL SOCI AL WORKER OR CERTI FI ED REG STERED NURSE

PRACTI TI ONER.

(1) PROVIDED BY AN AUTI SM SERVI CE PROVI DER.

(11'l') PROVIDED BY A PERSON, ENTITY OR GROUP THAT WORKS UNDER

20070H1150B4107 - 19 -



THE DI RECTI ON OF AN AUTI SM SERVI CE PROVI DER.

(15) "TREATMENT PLAN' MEANS A PLAN FOR THE TREATMENT OF

AUTI SM SPECTRUM DI SORDERS DEVELOPED BY A LI CENSED PHYSI Cl AN OR

LI CENSED PSYCHOLOG ST PURSUANT TO A COVPREHENSI VE EVALUATI ON OR

REEVALUATI ON PERFORMED | N A MANNER CONSI STENT W TH THE MOST

RECENT CLI NI CAL_ REPORT OR RECOMVENDATI ONS OF THE AMERI CAN

ACADEMY OF PEDI ATRI CS.

(G (1) THE STATE BOARD OF MEDICINE, I N CONSULTATI ON W TH

© o0 N oo o A~ wWw N P

THE DEPARTMENT OF PUBLI C VWELFARE, SHALL PROMULGATE REGULATI ONS

=Y
o

PROVI DI NG FOR THE LI CENSURE OR CERTI FI CATI ON OF BEHAVI OR

=
=

SPECI ALI STS. BEHAVI OR SPECI ALI STS LI CENSED OR CERTI FI ED BY THE

=
N

STATE BOARD OF MEDI CINE SHALL BE SUBJECT TO ALL DI SCI PLI NARY

=
w

PROVI SI ONS APPLI CABLE TO MEDI CAL DOCTORS AS SET FORTH I N THE ACT

H
o

OF_DECEMBER 20, 1985 (P.L.457, NO 112), KNOMW AS THE " MEDI CAL

=Y
(63}

PRACTI CE ACT OF 1985." THE STATE BOARD OF MEDI CI NE MVAY CHARGE

=Y
(e}

REASONABLE FEES AS SET BY BOARD REGULATI ON FOR LI CENSURE OR

=
\l

CERTI FI CATES OR APPLI CATI ONS PERM TTED BY THE "MEDI CAL PRACTI CE

=Y
oo

ACT OF 1985."

=
O

(2) AN APPLI CANT APPLYI NG FOR A LI CENSE OR CERTI FI CATE AS A

N
o

BEHAVI OR SPECI ALI ST SHALL SUBM T A WRI TTEN APPL| CATI ON ON FORMS

N
=

PROVI DED BY THE STATE BOARD OF MEDI Cl NE EVI DENCI NG AND | NSURI NG

N
N

TO THE SATI SFACTI ON OF THE BOARD THAT THE APPL| CANT:

N
w

(1) 1S OF GOOD MORAL CHARACTER.

N
~

(1) HAS RECEIVED A MASTER S OR HI GHER DEGREE FROM A BOARD-

N
(63}

APPROVED, ACCREDI TED COLLEGE OR UNIVERSITY, | NCLUDI NG A MAJOR

N
(e}

COURSE OF STUDY I'N SCHOOL, CLINICAL OR COUNSELI NG PSYCHOLOGY,

N
~

SPECI AL EDUCATI ON, - SOCI AL WORK, SPEECH THERAPY, OCCUPATI ONAL

N
oo

THERAPY OR ANOTHER RELATED FI ELD.

N
(o]

(I1'1) HAS AT LEAST ONE YEAR OF EXPERI ENCE | NVOLVI NG

30 FUNCTI ONAL_BEHAVI OR ASSESSMENTS, | NCLUDI NG THE DEVELOPMENT AND

20070H1150B4107 - 20 -
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| MPLEMENTATI ON OF BEHAVI ORAL SUPPORTS OR TREATMENT PLANS.

(1V)  HAS COWPLETED AT LEAST ONE THOUSAND (1,000) HOURS IN

DI RECT CLI NI CAL EXPERI ENCE W TH | NDI VI DUALS W TH BEHAVI ORAL

CHALLENGES OR AT LEAST ONE THOUSAND (1, 000) HOURS EXPERI ENCE | N

A RELATED FIELD WTH I NDI VI DUALS W TH AUTI SM SPECTRUM DI SORDERS.

(V) HAS COWLETED RELEVANT TRAI NI NG PROGRAMS, | NCLUDI NG

PROFESSI ONAL _ETHI CS, AUTI SM SPECI FI C TRAI NI NG, ASSESSMVENTS

TRAI NI NG I NSTRUCTI ONAL_STRATEG ES AND BEST PRACTICES, CRI SIS

| NTERVENTI ON, _COVORBI DI TY AND MEDI CATIONS, FAM LY COLLABORATI ON

AND ADDRESSI NG SPECI FI C SKILL DEFICI TS TRAI NI NG

(3) THE BOARD SHALL NOT | SSUE A LI CENSE OR CERTI FI CATE TO AN

APPLI CANT VWHO HAS BEEN CONVI CTED OF A FELONY UNDER THE ACT OF

APRIL 14, 1972 (P.L.233, NO. 64), KNOMW AS "THE CONTROLLED

SUBSTANCE, DRUG, DEVICE AND COSMETIC ACT," OR I F AN OFFENSE

UNDER THE LAWS OF ANOTHER JURI SDICTION VWHICH, ITF COW TTED I N

TH' S COMVONVEALTH, WOULD BE A FELONY UNDER "THE CONTROLLED

SUBSTANCE, DRUG, DEVI CE AND COSMETI C ACT, " UNLESS:

(1) AT LEAST TEN (10) YEARS HAVE ELAPSED FROM THE DATE OF

CONVI CTI ON.

(1) THE APPLI CANT SATI SFACTORI LY DEMONSTRATES TO THE BOARD

THAT HE HAS MADE SI GNI FI CANT PROGRESS | N PERSONAL REHABI LI TATI ON

SINCE_THE CONVI CTI ON SUCH THAT LI CENSURE OF THE APPL| CANT SHOULD

NOT_ _BE EXPECTED TO CREATE A SUBSTANTI AL RI SK CF HARM TO THE

HEALTH AND SAFETY OF HI' S PATIENTS OR THE PUBLI C OR A SUBSTANTI AL

Rl SK_OF FURTHER CRI'M NAL_ VI OLATI ONS.

(II'1) THE APPLI CANT OTHERW SE SATI SFI ES THE QUALI FI CATI ONS

CONTAI NED I'N OR AUTHORI ZED BY THI S SECTI ON.

AS USED IN TH S PARAGRAPH, THE TERM "CONVI CTED' SHALL | NCLUDE A

JUDGVENT, AN ADM SSION OF GUILT OR A PLEA OF NOLO CONTENDERE.

(H AN I NSURER SHALL BE REQUI RED TO CONTRACT W TH AND TO
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ACCEPT_AS A PARTI Cl PATI NG PROVI DER ANY AUTI SM SERVI CE PROVI DER

WTH N I TS SERVI CE AREA AND ENROLLED I'N THE COVMONVWEALTH S

VEDI CAL ASSI STANCE PROGRAM WHO AGREES TO ACCEPT THE PAYMENT

LEVELS, TERVS AND CONDI TI ONS APPLI CABLE TO THE | NSURER' S OTHER

PARTI Cl PATI NG PROVI DERS FOR SUCH SERVI CE.

(1) AN I NSURER NMAY REVI EW A TREATMENT PLAN FOR TREATMENT OF

AUTI SM SPECTRUM DI SORDERS ONCE EVERY SI X (6) MONTHS, SUBJECT TO

| TS UTI LI ZATI ON REVI EW REQUI REMENTS, | NCLUDI NG CASE MANAGEMENT,

CONCURRENT REVI EW AND OTHER MANAGED CARE PROVI SIONS. A MORE OR

LESS FREQUENT REVI EW CAN BE AGREED UPON BY THE | NSURER AND THE

LI CENSED PHYSI CI AN OR LI CENSED PSYCHOLOGE ST DEVELOPI NG THE

TREATMENT PLAN.

(J) THE RESULTS OF A DI AGNOSTI C ASSESSMENT OF AUTI SM

SPECTRUM DI SORDER SHALL BE VALID FOR A PERIOD OF TWELVE (12)

MONTHS, UNLESS A LI CENSED PHYSI CI AN OR LI CENSED PSYCHOLOGE ST

DETERM NES AN EARL| ER ASSESSMENT | S NECESSARY.

(K) (1) UPON DENIAL OR PARTI AL DENIAL BY AN | NSURER OF A

CLAI M FOR DI AGNOSTI C ASSESSMENT OF AUTI SM SPECTRUM DI SORDERS OR

A CLAIM FOR TREATMENT OF AUTI SM SPECTRUM DI SORDERS, A COVERED

I NDI VI DUAL__ OR AN AUTHORI ZED REPRESENTATI VE SHALL BE ENTITLED TO

AN EXPEDI TED | NTERNAL REVI EW PROCESS PURSUANT TO THE PROCEDURES

SET_FORTH IN ARTICLE XXI', FOLONED BY AN EXPEDI TED | NDEPENDENT

EXTERNAL REVI EW PROCESS ESTABLI SHED AND ADM NI STERED BY THE

| NSURANCE DEPARTMENT.

(2) AN I NSURER OR COVERED | NDI VI DUAL OR AN AUTHORI ZED

REPRESENTATI VE MAY APPEAL TO A COURT OF COVPETENT JURI SDI CTI ON

AN ORDER OF AN EXPEDI TED | NDEPENDENT EXTERNAL REVI EW

DI SAPPROVI NG A DENTAL_OR PARTI AL _DENI AL. PENDI NG A RULI NG CF

SUCH COURT, THE I NSURER SHALL PAY FOR THOSE SERVI CES, |F ANY,

THAT HAVE BEEN AUTHORI ZED UNTI L SUCH RULI NG
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(3) THE | NSURANCE COWM SSI ONER NMAY PROMULGATE RULES AND

REGULATI ONS AS NMAY BE NECESSARY OR APPROPRI ATE TO | MPLEMENT AND

ADM NI STER THI S SUBSECT! ON.

€K (L) FOR PURPOSES CF THI S SECTI ON, THE TERM "AUTI SM <—

SERVI CE PROVI DER' SHALL | NCLUDE ANY BEHAVI OR SPECIALIST IN TH' S

COMVONVEALTH PROVI DI NG TREATMENT OF AUTI SM SPECTRUM DI SORDERS

PURSUANT TO A TREATMENT PLAN UNTIL ONE (1) YEAR FROM THE TI ME

THAT SUCH REGULATI ONS UNDER SUBSECTI ON (G ARE PROMULGATED OR <—

UNTIL THREE (3) YEARS FROM THE EFFECTI VE DATE OF THI S SECTI ON,

VWH CHEVER | S LATER

SECTI ON 635. 3.  COVERAGE FOR COLORECTAL CANCER SCREEN NG - -

(A) EXCEPT TO THE EXTENT_ ALREADY COVERED UNDER ANOTHER POLI CY,

ALL HEALTH I NSURANCE POLICIES AS DEFINED IN TH' S SECTI ON SHALL

ALSO PROVI DE COVERAGE FOR COLORECTAL CANCER SCREENI NG FOR

COVERED | NDI VI DUALS | N ACCORDANCE W TH FHE-MOSTRECENTLY <—

PUBLISHED AMVERI CAN CANCER SOCI ETY GUI DELI NES FOR COLORECTAL

CANCER SCREENI NG PUBLI SHED AS OF JANUARY 1, 2008, AND CONSI STENT <—

W TH APPROVED MEDI CAL STANDARDS AND PRACTI CES.

(1) COVERAGE FOR NONSYMPTOVATI C COVERED | NDI VI DUALS WHO ARE

FIFTY (50) YEARS OF AGE OR O.DER SHALL I NCLUDE, BUT NOT BE

LIMTED TGO

(1) AN ANNUAL FECAL OCCULT BLOOD TEST.

(1) A SIGVO DOSCOPY, A SCREENI NG BARI UM ENEMA OR A TEST

CONS| STENT W TH APPROVED MEDI CAL STANDARDS AND PRACTI CES TO

DETECT COLON CANCER, AT LEAST ONCE EVERY FIVE (5) YEARS.

(111) A COONOSCOPY AT LEAST ONCE EVERY TEN (10) YEARS.

(2) COVERAGE FOR SYMPTQOVATI C COVERED | NDI VI DUALS SHALL

I NCLUDE A COLONGOSCOPY, SI GVO DOSCOPY OR ANY COVBI NATI ON OF

COLORECTAL CANCER SCREENI NG TESTS AT A FREQUENCY DETERM NED BY A

TREATI NG PHYSI Cl AN.
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(3)  COVERAGE FOR NONSYMPTOVATI C COVERED | NDI VI DUALS WHO ARE

AT _H GH OR I NCREASED RI SK FOR COLORECTAL CANCER WHO ARE UNDER

FIFTY (50) YEARS OF AGE SHALL | NCLUDE A COLONOSCOPY OR ANY

COVBI NATI ON OF  COLORECTAL CANCER SCREENI NG TESTS | N ACCORDANCE

W TH THE MoSTRECENHLYPUBLISHED AMERI CAN CANCER SOCI ETY <—

GUI DELI NES ON SCREENI NG FOR COLORECTAL CANCER PUBLI SHED AS OF <—

JANUARY 1, 2008.

(B) THE COVERAGE REQUI RED UNDER THI S SECTI ON SHALL BE

SUBJECT TO ANNUAL DEDUCTI BLES, CO NSURANCE AND COPAYMENT

REQUI REMENTS | MPOSED BY AN ENTITY SUBJECT TO THI S SECTI ON FOR

SIM LAR COVERAGES UNDER THE SAME HEALTH | NSURANCE POLI CY OR

(©_ FOR THE PURPOSE CF THI S SECTI ON:

(1) "HEALTH I NSURANCE PCLI CY" MEANS ANY HNBEVDUAL—OR GROUP  <—

HEALTH, SI CKNESS OR ACCI DENT_POLI CY OR SUBSCRI BER CONTRACT OR

CERTI FI CATE OFFERED TO GROUPS CF FI FTY-ONE (51) OR MORE EMPLOYES

N
|

| SSUED BY AN ENTITY SUBJECT TO ANY ONE OF THE FOLLOW NG

(1) TH'S ACT.

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

AS THE "HEALTH MAI NTENANCE ORGANI ZATI ON ACT. "

- (I11) 40 PA.CS. CH 61 (RELATING TO HOSPI TAL PLAN <—

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

PLAN CORPCORATI ONS) .
) —NMEDFCAE—ASSESTANCE- <—
THE TERM DOES NOT | NCLUDE ACCI DENT_ONLY, FI XED | NDEMNI TY,

LIMTED BENEFI T, CREDI T, DENTAL, VISIQN, SPECIFIED DI SEASE,

VEDI CARE SUPPLEMENT, CIVILIAN HEALTH AND MEDI CAL_PROGRAM OF THE
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UNI FORVED SERVI CES (CHAMPUS) SUPPLEMENT, LONG TERM CARE OR

DI SABI LI TY | NCOVE, WORKERS' COMPENSATI ON OR AUTOMOBI LE MEDI CAL

PAYMENT | NSURANCE.

(2) "CO.ONOSCOPY" NMEANS AN EXAM NATI ON OF THE RECTUM AND THE

ENTI RE COLON USING A LI GHTED | NSTRUMENT CALLED A COLONOSCOPE.

(3)  "CO.ORECTAL CANCER SCREENI NG' MEANS ANY OF THE FOLLOW NG

PROCEDURES THAT ARE FURNI SHED TO AN | NDI VI DUAL_FOR THE PURPOSE

OF EARLY DETECTI ON OF COLORECTAL CANCER:

(1) SCREEN NG FECAL- OCCULT BLOOD OR FECAL | MMUNOCHEM CAL

(1) SCREENI NG FLEXI BLE SI GViD DOSCOPY.

(111) SCREEN NG COLONOSCOPY.

(1V) SCREEN NG BARI UM ENEMNA.

(V) SCREEN NG TEST CONSI STENT W TH APPROVED MEDI CAL

STANDARDS AND PRACTI CES TO DETECT COLON CANCER.

(4) " NONSYMPTOVATI C PERSON AT HI GH OR | NCREASED RI SK" MEANS

AN | NDI VI DUAL_VWHO POSES A HI GHER THAN AVERAGE RI SK FOR

COLORECTAL CANCER ACCORDI NG TO THE MoSTRECENFLY—PUBLISHED <—

AMERI CAN CANCER SOCI ETY GUI DELI NES ON SCREENI NG FOR COLORECTAL <—

CANCER AS OF JANUARY 1, 2008.

(5) "SYMPTOVATI C PERSON' MEANS AN | NDI VI DUAL VHO EXPERI ENCES

A CHANGE |N BONEL HABI TS, RECTAL BLEEDI NG OR PERSI STANT STOVACH

CRAMPS, VEIGHT LOSS OR ABDOM NAL PAI N.

SECTI ON 4. THE | NTRODUCTORY PARAGRAPH AND THE DEFI NI TI ONS OF
"I NSURER' AND " PERSON' | N SECTI ON 1401 OF THE ACT, AMENDED
DECEMBER 20, 2000 (P.L.967, NO 132), ARE AVENDED AND THE SECTI ON
I'S AMENDED BY ADDI NG A DEFI NI TI ON TO READ:

SECTI ON 1401. DEFIN TIONS. --AS USED IN TH S ARTI CLE, _AND FOR

THE PURPOSES OF THIS ARTICLE ONLY, THE FOLLOW NG WORDS AND

PHRASES SHALL HAVE THE MEANI NGS G VEN TO THEM IN TH S SECTI ON:

20070H1150B4107 - 25 -



© 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

* * %

"I'NSURER. " ANY HEALTH MAI NTENANCE ORGANI ZATI ON, PREFERRED
PROVI DER ORGANI ZATI ON, COVPANY, ASSCOCI ATI ON [ OR], EXCHANGE_
HOSPI TAL PLAN CORPORATI ON AS DEFINED IN AND SUBJECT TO 40

PA.C.S. CH 61 (RELATING TO HOSPI TAL PLAN CORPORATI ONS) OR

PROFESSI ONAL HEALTH SERVI CES PLAN CORPORATI ON SUBJECT TO 40

PA.C.S. CH. 63 (RELATING TO PROFESSI ONAL HEALTH SERVI CES PLAN

CORPORATI ONS) , AUTHORI ZED BY THE | NSURANCE COWM SSI ONER TO

TRANSACT THE BUSI NESS OF | NSURANCE | N THI S COMONWEALTH EXCEPT
THAT THE TERM SHALL NOT | NCLUDE:

(1) THE COMVONWEALTH OR ANY AGENCY OR | NSTRUMENTALI TY
THEREGCF,

(2) AGENCIES, AUTHORI TI ES OR | NSTRUMENTALI TI ES OF THE UNI TED
STATES, | TS POSSESSI ONS AND TERRI TORI ES, THE COVMMONWEALTH OF
PUERTO RI CO, THE DI STRICT OF COLUMBI A OR A STATE OR PQOLI TI CAL
SuBDI VI SI AN, OR

(3) FRATERNAL BENEFI T SCCI ETI ES[; OR

(4) NONPROFIT MEDI CAL AND HOSPI TAL SERVI CE ASSOCI ATl ONS] .

* * %

"PERSON. " AN I NDI VI DUAL, AN | NSURER, A CORPCRATIQON, A

PARTNERSHI P, A LI M TED LI ABI LI TY COVPANY, AN ASSCCI ATI ON, A

JAO NT STOCK COMPANY, A TRUST, AN UNI NCORPORATED ORGANI ZATI ON,
ANY SI M LAR ENTI TY OR ANY COMBI NATI ON OF THE FOREGO NG ACTI NG I N
CONCERT. THE TERM SHALL NOT | NCLUDE ANY JO NT VENTURE

PARTNERSHI P EXCLUSI VELY ENGAGED | N OANI NG MANAG NG, LEASI NG OR
DEVELOPI NG REAL OR TANG BLE PERSONAL PROPERTY.

* * %

"SHAREHOLDER. " A RECORD HOLDER OR RECORD OMNER OF SHARES OF

AN | NSURER.

(1) THE TERM SHALL I NCLUDE ALL OF THE FOLLOW NG
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(1) A MEMBER OF AN I NSURER THAT IS A DOVESTI C NONSTOCK

CORPORATI ON UNDER 15 PA.C.S. CH. 21 (RELATING TO NONSTOCK

CORPORATIONS) OR A PRI OR STATUTE.

(1) A MEMBER, AS DEFINED IN 15 PA.C.S. 8§ 5103 (RELATING TO

DEFINITIONS), OF AN INSURER THAT 1S A DOVESTI C NONPROFI T

CORPORATI ON UNDER 15 PA.C.S. CH. 51 (RELATING TO GENERAL

PROVI SIONS) OR A PRI OR STATUTE.

(II'I') A SUBSCRIBER OF AN I NSURER THAT IS A DOVESTI C

RECI PROCAL EXCHANGE UNDER ARTICLE X OR A PRI OR STATUTE.

(2) THE TERM SHALL NOT | NCLUDE ANY SUBSCRI BER, | NSURED OR

CUSTOMER CF:

(1) A HOSPI TAL PLAN CORPORATI ON SUBJECT TO 40 PA.C.S. CH. 61

(RELATI NG TO HOSPI TAL PLAN CORPORATIONS); OR

(1) A PROFESSI ONAL HEALTH SERVI CE PLAN CORPORATI ON SUBJECT

TO 40 PA.C.S. CH 63 (RELATING TO PROFESSI ONAL HEALTH SERVI CES

PLAN CORPCORATI ONS) .

* * %

SECTI ON 5. SECTI ON 1402 OF THE ACT, AMENDED OR ADDED
DECEMBER 18, 1992 (P.L.1519, NO 178) AND DECEMBER 21, 1998
(P.L.1108, NO 150), IS AMENDED TO READ:

SECTI ON 1402. ACQUI SI TION OF CONTRCL OF OR MERGER OR
CONSOLI DATI ON W TH DOMVESTI C | NSURER. --(A) (1) NO PERSON OTHER

THAN THE | SSUER SHALL MAKE A TENDER OFFER FOR OR A REQUEST OR
I NVI TATI ON FOR TENDERS OF, OR ENTER | NTO ANY AGREEMENT TO
EXCHANGE SECURI TI ES OR SEEK TO ACQUI RE OR ACQUI RE | N THE OPEN
MARKET OR OTHERW SE, ANY VOTI NG SECURI TY OF A DOVESTI C | NSURER
| F, AFTER THE CONSUMVATI ON THEREOF, SUCH PERSON WOULD DI RECTLY
OR I NDI RECTLY OR BY CONVERSI ON OR BY EXERCI SE OF ANY RI GHT TO
ACQUI RE, BE I N CONTROL OF SUCH | NSURER, AND NO PERSON SHALL
ENTER | NTO AN AGREEMENT TO MERGE OR CONSOLI DATE W TH OR
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OTHERW SE TO ACQUI RE CONTRCOL OF A DQOVESTI C | NSURER OR ANY PERSON
CONTROLLI NG A DOVESTI C | NSURER UNLESS, AT THE TI ME ANY SUCH
OFFER, REQUEST OR I NVI TATION IS MADE OR ANY SUCH AGREEMENT | S
ENTERED | NTO OR PRIOR TO THE ACQUI SI TI ON OF SUCH SECURI TIES | F
NO OFFER OR AGREEMENT | S | NVOLVED, SUCH PERSON HAS FI LED W TH
THE DEPARTMENT AND HAS SENT TO SUCH | NSURER A STATEMENT

CONTAI NI NG THE | NFORMATI ON REQUI RED BY THI' S SECTI ON AND SUCH
OFFER, REQUEST, | NVI TATI ON, AGREEMENT OR ACQUI SI TI ON HAS BEEN
APPROVED BY THE DEPARTMENT | N THE MANNER HEREI NAFTER PRESCRI BED.

(2) FOR PURPCSES CF THI' S SECTI ON, A "DOVESTI C | NSURER' SHALL
I NCLUDE ANY PERSON CONTROLLI NG A DOVESTI C | NSURER UNLESS SUCH
PERSON AS DETERM NED BY THE DEPARTMENT | S ElI THER DI RECTLY OR
THROUGH | TS AFFI LI ATES PRI MARI LY ENGAGED I N BUSI NESS OTHER THAN
THE BUSI NESS OF | NSURANCE. SUCH PERSON SHALL, HOWEVER, FILE A
PREACQUI SI TI ON NOTI FI CATI ON W TH THE DEPARTMENT CONTAI NI NG THE
| NFORVATI ON SET FORTH I N SECTI ON 1403(C) (2) THIRTY (30) DAYS
PRI OR TO THE PROPOSED EFFECTI VE DATE OF THE ACQUI SI TI ON. FAI LURE
TO FILE I'S SUBJECT TO SECTI ON 1403(E)(3). FOR PURPOSES OF TH S
SECTI QN, " PERSON' SHALL NOT | NCLUDE ANY SECURI TI ES BROKER
HOLDI NG | N THE USUAL AND CUSTOVARY MANNER, LESS THAN TVWENTY PER
CENTUM (20% OF THE VOTI NG SECURI TI ES OF AN | NSURANCE COVPANY OR
OF ANY PERSON WHI CH CONTROLS AN | NSURANCE COMPANY.

(B) THE STATEMENT TO BE FI LED W TH THE DEPARTMENT UNDER THI S
SECTI ON SHALL BE MADE UNDER OATH OR AFFI RVATI ON AND SHALL
CONTAIN THE FOLLOW NG | NFORMATI ON:

(1) THE NAME AND ADDRESS OF EACH PERSON BY WHOM CR ON WHOSE
BEHALF THE MERCGER,__CONSCL| DATI ON OR OTHER ACQUI SI TI ON OF CONTROL

REFERRED TO | N SUBSECTION (A) IS TO BE EFFECTED, HEREI NAFTER
CALLED " ACQUI RI NG PARTY, " AND
(1) |IF SUCH PERSON IS AN | NDI VI DUAL, HI' S PRI NCI PAL
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OCCUPATI ON AND ALL OFFI CES AND POSI TI ONS HELD DURI NG THE PAST
FI VE (5) YEARS, AND ANY CONVI CTI ON OF CRI MES OTHER THAN M NOR
TRAFFI C VI CLATI ONS DURI NG THE PAST TEN (10) YEARS; OR

(I'l') IF SUCH PERSON |'S NOT AN I NDI VI DUAL, A REPORT OF THE
NATURE OF | TS BUSI NESS OPERATI ONS DURI NG THE PAST FI VE (5) YEARS
OR FOR SUCH LESSER PERI OD AS THE PERSON AND ANY PREDECESSCRS
THEREOF SHALL HAVE BEEN | N EXI STENCE; AN | NFORVATI VE DESCRI PTI ON
OF THE BUSI NESS | NTENDED TO BE DONE BY THE PERSON AND THE
PERSON' S SUBSI DI ARI ES; AND A LI ST OF ALL | NDI VI DUALS WHO ARE OR
WHO HAVE BEEN SELECTED TO BECOME DI RECTORS OR EXECUTI VE OFFI CERS
OF THE PERSON, OR WHO PERFORM OR W LL PERFORM FUNCTI ONS
APPROPRI ATE TO THOSE POSI TIONS. THI S LI ST SHALL | NCLUDE FOR EACH
I NDI VI DUAL THE | NFORVATI ON REQUI RED BY SUBPARAGRAPH (1) .

(2) THE SOURCE, NATURE AND AMOUNT OF THE CONSI DERATI ON USED
OR TO BE USED I N EFFECTI NG THE MERGER, _CONSOLI DATI ON OR OTHER

ACQUI SI TI ON OF CONTROL, A DESCRI PTI ON OF ANY TRANSACTI ON WHEREI N
FUNDS WERE OR ARE TO BE OBTAI NED FOR ANY SUCH PURPGSE, | NCLUDI NG
ANY PLEDGE OF THE | NSURER S STOCK OR THE STOCK OF ANY OF I TS
SUBSI DI ARI ES OR CONTROLLI NG AFFI LI ATES, AND THE | DENTI TY OF
PERSONS FURNI SHI NG SUCH CONSI DERATI ON, PROVI DED, HOWEVER, THAT
WHERE A SOURCE OF SUCH CONSI DERATION IS A LOAN MADE I N THE
LENDER S ORDI NARY COURSE OF BUSI NESS, THE | DENTI TY OF THE LENDER
SHALL REMAI N CONFI DENTI AL | F THE PERSON FI LI NG SUCH STATEMENT SO
REQUESTS.

(3) FULLY AUDI TED FI NANCI AL | NFORVATI ON AS TO THE EARNI NGS
AND FI NANCI AL CONDI TI ON OF EACH ACQUI RI NG PARTY FOR THE
PRECEDI NG FI VE (5) FI SCAL YEARS OF EACH SUCH ACQUI RI NG PARTY, OR
FOR SUCH LESSER PERI OD AS SUCH ACQUI RI NG PARTY AND ANY
PREDECESSORS THEREOF SHALL HAVE BEEN I N EXI STENCE, AND SI M LAR
UNAUDI TED | NFORVATI ON AS OF A DATE NOT EARLI ER THAN NI NETY (90)
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DAYS PRI OR TO THE FI LI NG OF THE STATEMENT.

(4) ANY PLANS OR PROPCSALS WHI CH EACH ACQUI RI NG PARTY MAY
HAVE TO LI QUI DATE SUCH | NSURER, TO SELL | TS ASSETS OR MERGE OR
CONSCLI DATE I T WTH ANY PERSON OR TO MAKE ANY OTHER MATERI AL
CHANCE I N I TS BUSI NESS OR CORPORATE STRUCTURE OR MANAGEMENT.

(5) THE NUMBER OF SHARES OF ANY SECURI TY REFERRED TO I N
SUBSECTI ON (A) WHI CH EACH ACQUI RI NG PARTY PROPOSES TO ACQUI RE,
AND THE TERM5 OF THE OFFER, REQUEST, | NVI TATI ON, AGREEMENT OR
ACQUI SI TI ON REFERRED TO I N SUBSECTI ON (A), AND A STATEMENT AS TO
THE METHOD BY VWHI CH THE FAI RNESS OF THE PROPOCSAL WAS ARRI VED.

(6) THE AMOUNT OF EACH CLASS OF ANY SECURI TY REFERRED TO I N
SUBSECTI ON (A) WHICH IS BENEFI Cl ALLY OANED OR CONCERNI NG WHI CH
THERE IS A RIGHT TO ACQUI RE BENEFI Cl AL OWNERSHI P BY EACH
ACQUI RI NG PARTY.

(7) A FULL DESCRI PTI ON OF ANY CONTRACTS, ARRANGEMENTS OR
UNDERSTANDI NGS W TH RESPECT TO ANY SECURI TY REFERRED TO I N
SUBSECTI ON (A) I N WHI CH ANY ACQUI RI NG PARTY | S | NVOLVED,

I NCLUDI NG BUT NOT LIMTED TO TRANSFER OF ANY OF THE

SECURI TI ES, JO NT VENTURES, LOAN OR OPTI ON ARRANGEMENTS, PUTS OR
CALLS, GUARANTEES OF LOANS, GUARANTEES AGAI NST LGSS OR
GUARANTEES OF PROFITS, DI VISION OF LOSSES OR PROFI TS, OR THE

G VING OR W THHCOLDI NG OF PROXI ES. SUCH DESCRI PTI ON SHALL

| DENTI FY THE PERSONS W TH WHOM SUCH CONTRACTS, ARRANGEMENTS OR
UNDERSTANDI NGS HAVE BEEN ENTERED | NTO.

(8) A DESCRIPTION OF THE PURCHASE OF ANY SECURI TY REFERRED
TO I N SUBSECTI ON (A) DURI NG THE TWELVE CALENDAR MONTHS PRECEDI NG
THE FI LI NG OF THE STATEMENT, BY ANY ACQUI RI NG PARTY, | NCLUDI NG
THE DATES OF PURCHASE, NAMES OF THE PURCHASERS AND CONSI DERATI ON
PAI D OR AGREED TO BE PAI D THEREFOR

(9) A DESCRIPTI ON OF ANY RECOMVENDATI ONS TO PURCHASE ANY
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SECURI TY REFERRED TO | N SUBSECTI ON (A) MADE DURI NG THE TWELVE
CALENDAR MONTHS PRECEDI NG THE FI LI NG OF THE STATEMENT, BY ANY
ACQUI RI NG PARTY, OR BY ANYONE BASED UPON | NTERVI EW8 OR AT THE
SUGGESTI ON OF SUCH ACQUI RI NG PARTY.

(10) COPIES OF ALL TENDER OFFERS FOR, REQUESTS OR
| NVI TATI ONS FOR TENDERS OF, EXCHANGE OFFERS FOR AND AGREEMENTS
TO ACQUI RE OR EXCHANGE ANY SECURI TI ES REFERRED TO | N SUBSECTI ON
(A) AND, |F DI STRIBUTED, OF ADDI TI ONAL SOLI Cl TI NG MATERI AL
RELATI NG THERETO,

(11) THE TERM OF ANY AGREEMENT, CONTRACT OR UNDERSTANDI NG
MADE W TH OR PROPOSED TO BE MADE W TH ANY BROKER- DEALER AS TO
SOLI Cl TATI ON OF SECURI TI ES REFERRED TO | N SUBSECTI ON (A) FOR
TENDER AND THE AMOUNT OF ANY FEES, COWM SSI ONS OR OTHER
COVPENSATI ON TO BE PAI D TO BROKER- DEALERS W TH REGARD THERETO.

(12) SUCH ADDI TI ONAL | NFORMATI ON AS THE DEPARTMENT MAY BY
RULE OR REGULATI ON PRESCRI BE AS NECESSARY OR APPROPRI ATE FOR THE
PROTECTI ON OF POLI CYHOLDERS OF THE | NSURER OR | N THE PUBLIC
| NTEREST.

(C) |F THE PERSON REQUI RED TO FI LE THE STATEMENT REFERRED TO
IN SUBSECTI ON (A) 1S A PARTNERSHI P, LI M TED PARTNERSHI P,

SYNDI CATE OR OTHER GROUP, THE DEPARTMENT MAY REQUI RE THAT THE

| NFORVATI ON CALLED FOR BY SUBSECTI ON (B)(1) THROUGH (12) SHALL
BE Gl VEN W TH RESPECT TO EACH PARTNER OF SUCH PARTNERSHI P OR

LI M TED PARTNERSH P, EACH MEMBER OF SUCH SYNDI CATE OR GROUP AND
EACH PERSON WHO CONTROLS SUCH PARTNER OR MEMBER. |F ANY SUCH
PARTNER, MEMBER OR PERSON |'S A CORPORATI ON OR THE PERSON

REQUI RED TO FI LE THE STATEMENT REFERRED TO | N SUBSECTI ON (A) IS
A CORPORATI ON, THE DEPARTMENT MAY REQUI RE THAT THE | NFORMATI ON
CALLED FOR BY SUBSECTI ON (B)(1) THROUGH (12) SHALL BE G VEN W TH
RESPECT TO SUCH CORPORATI ON, EACH OFFI CER AND DI RECTOR OF SUCH
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CORPORATI ON AND EACH PERSON VHO | S DI RECTLY OR | NDI RECTLY THE
BENEFI Cl AL OANER OF MORE THAN TEN PER CENTUM (10% OF THE
OUTSTANDI NG VOTI NG SECURI TI ES OF SUCH CORPORATI ON.

(D) |F ANY MATERI AL CHANGE OCCURS | N THE FACTS SET FORTH I N
THE STATEMENT FI LED W TH THE DEPARTMENT AND SENT TO SUCH | NSURER
PURSUANT TO THI'S SECTI ON, AN AVENDMVENT SETTI NG FORTH SUCH
CHANGE, TOGETHER W TH COPI ES OF ALL DOCUMENTS AND OTHER MATERI AL
RELEVANT TO SUCH CHANGE, SHALL BE FI LED W TH THE DEPARTMENT AND
SENT TO SUCH | NSURER W THI N TWO (2) BUSI NESS DAYS AFTER THE
PERSON LEARNS OF SUCH CHANGE.

(E) |F ANY OFFER, REQUEST, | NVI TATION, AGREEMENT OR
ACQUI SI TI ON REFERRED TO | N SUBSECTI ON (A) | S PROPOSED TO BE MADE
BY MEANS OF A REG STRATI ON STATEMENT UNDER THE SECURI TI ES ACT OF
1933 (48 STAT. 74, 15 U.S.C. § 77A ET SEQ), OR I N Cl RCUVSTANCES
REQUI RI NG THE DI SCLOSURE OF SI M LAR | NFORMATI ON UNDER THE
SECURI TI ES EXCHANGE ACT OF 1934 (48 STAT. 881, 15 U.S.C. § 78A
ET SEQ), OR UNDER A STATE LAW REQUI RI NG SI M LAR REG STRATI ON OR
DI SCLOSURE, THE PERSON REQUI RED TO FI LE THE STATEMENT REFERRED
TO I N SUBSECTI ON (A) MAY UTI LI ZE SUCH DOCUMENTS | N FURNI SHI NG
THE | NFORMATI ON CALLED FOR BY THAT STATEMENT.

(F) (1) THE DEPARTMENT SHALL APPROVE ANY MERGER,_

CONSOLI DATI ON OR OTHER ACQUI SI TI ON OF CONTROL REFERRED TO I N

SUBSECTI ON (A) UNLESS I'T FI NDS ANY OF THE FOLLOW NG
(1) AFTER THE [ CHANGE] MERGER, CONSOLI DATI ON OR OTHER

ACQUI SI TI ON OF CONTROL, THE DOVESTI C | NSURER REFERRED TO I N

SUBSECTI ON (A) WOULD NOT BE ABLE TO SATI SFY THE REQUI REMENTS FOR
THE | SSUANCE OF A LICENSE TO WRI TE THE LI NE OR LI NES OF
I NSURANCE FOR VHICH I T | S PRESENTLY LI CENSED.

(1) THE EFFECT OF THE MERGER,__CONSOLI DATI ON OR OTHER

ACQUI SI TI ON OF CONTROL WOULD BE TO SUBSTANTI ALLY LESSEN
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COVPETI TI ON | N | NSURANCE | N THI' S COMVONVEALTH OR TEND TO CREATE
A MONOPOLY THEREIN. | N APPLYI NG THE COVPETI TI VE STANDARD I N THI S
SUBPARAGRAPH:

(A) THE | NFORVATI ONAL REQUI REMENTS OF SECTI ON 1403(C)(2) AND
THE STANDARDS OF SECTI ON 1403(D)(2) SHALL APPLY;

(B) THE MERGER, CONSOL| DATI ON OR OTHER ACQUI SI TI ON COF
CONTROL SHALL NOT BE DI SAPPROVED | F THE DEPARTMENT FI NDS THAT
ANY OF THE SI TUATI ONS MEETI NG THE CRI TERI A PROVI DED BY SECTI ON
1403(D) (3) EXI ST; AND

(© THE DEPARTMENT MAY CONDI TI ON THE APPROVAL OF THE MERGER_

THE BASI S OF DI SAPPROVAL W THI N A SPECI FI ED PERI OD OF TI ME.
(1'11) THE FI NANCI AL CONDI TI ON OF ANY ACQUI RI NG PARTY IS SUCH
AS M GHT JEOPARDI ZE THE FI NANCI AL STABI LI TY OF THE | NSURER OR
PREJUDI CE THE | NTEREST OF I TS POLI CYHOLDERS.
(1'V)  THE PLANS OR PROPCSALS WHI CH THE ACQUI RI NG PARTY HAS TO
LI QUI DATE THE | NSURER, SELL I TS ASSETS OR CONSOLI DATE OR MERGE
I'T WTH ANY PERSON, OR TO MAKE ANY OTHER MATERI AL CHANGE IN I TS
BUSI NESS OR CORPORATE STRUCTURE OR MANAGEMENT, ARE UNFAI R AND
UNREASONABLE [ TO POLI CYHOLDERS COF THE | NSURER AND NOT I N THE <—
PUBLI C | NTEREST.] AND FAIL TO CONFER BENEFIT ON POLI CYHOLDERS OF <—

THE I NSURER AND ARE NOT I N THE PUBLI C | NTEREST.

(V) THE COVWPETENCE, EXPERI ENCE AND | NTECRI TY OF THOSE
PERSONS VWHO WOULD CONTRCL THE OPERATI ON OF THE | NSURER ARE SUCH
THAT I T WOULD NOT BE IN THE | NTEREST OF POLI CYHOLDERS OF THE
I NSURER AND OF THE PUBLI C TO PERM T THE MERGER, CONSOL| DATI ON OR

OTHER ACQUI SI TI ON OF CONTROL.

(M) THE [ACQUI SI TI ON] MERGER, CONSOLI DATI ON OR OTHER
ACQUI SITION OF CONTROL IS LIKELY TO BE HAZARDOUS OR PREJUDI Cl AL

TO THE | NSURANCE BUYI NG PUBLI C.
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(M) THE MERGER__CONSOLI DATI ON OR OTHER ACQUI SI TI ON OF

CONTROL |'S NOT I N COVPLI ANCE W TH THE LAWS OF TH S COMMONVEALTH,
I NCLUDI NG ARTI CLE VI II-A.
(2) | F THE MERCER, CONSCLI DATI ON OR OTHER ACQUI SI TI ON OF

CONTROL | S APPROVED, THE DEPARTMENT SHALL SO NOTI FY THE PERSON
FI LI NG THE STATEMENT AND THE | NSURER [ WHOSE STOCK] THAT IS
PROPOSED TO BE ACQUI RED, AND SUCH A DETERM NATI ON | S HEREAFTER
REFERRED TO AS AN APPROVI NG DETERM NATI ON. NOTI CE SHALL ALSO BE
G VEN BY THE DEPARTMENT OF ANY DETERM NATI ON WHI CH IS NOT AN
APPROVI NG DETERM NATI ON. | F AN APPROVI NG DETERM NATI ON | S MADE
BY THE DEPARTMENT AND NOT OTHERW SE, THE PROPOSED OFFER AND
ACQUI SI TI ON MAY THEREAFTER BE MADE AND CONSUMVATED ON THE TERMS
AND CONDI TI ONS AND I N THE MANNER DESCRI BED | N THE STATEMENT AND
SUBJECT TO SUCH CONDI TI ONS AS MAY BE PRESCRI BED BY THE
DEPARTMENT AS HEREI NAFTER PROVI DED. AN APPROVI NG DETERM NATI ON
BY THE DEPARTMENT SHALL BE DEEMED TO EXTEND TO OFFERS OR

ACQUI SI TI ONS MADE PURSUANT THERETO W THI N ONE YEAR FOLLOW NG THE
DATE OF DETERM NATI ON. THE DEPARTMENT MAY, AS A CONDITION OF I TS
APPROVI NG DETERM NATI ON, REQUI RE THE | NCLUSI ON | N ANY OFFER OF
PROVI SI ONS REQUI RI NG THE OFFER TO REMAI N OPEN A SPECI FI ED

M Nl MUM LENGTH OF TI ME, PERM TTI NG W THDRAWAL OF SHARES

DEPCSI TED PRI OR TO THE TI ME THE OFFEROR BECOVES BOUND TO
CONSUMVATE THE ACQUI SI TI ON AND REQUI RI NG PRO RATA ACCEPTANCE OF
ANY SHARES DEPCSI TED PURSUANT TO THE OFFER  THE DEPARTMENT SHALL
HOLD A HEARI NG BEFORE MAKI NG THE DETERM NATI ON REQUI RED BY THI S
SUBSECTION | F, WTHI N TEN (10) DAYS FOLLOWN NG THE FI LI NG W TH
THE DEPARTMENT OF THE STATEMENT, WRI TTEN REQUEST FOR THE HOLDI NG
OF SUCH HEARI NG | S MADE ElI THER BY THE PERSON PROPGCSI NG TO MAKE
THE ACQUI SI TI ON, BY THE | NSURER [ WHOSE STOCK] THAT | S PROPOSED
TO BE ACQUI RED OR, | F [SUCH THE | SSUER OF STOCK PROPOSED TO BE
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ACQUI RED |'S NOT AN | NSURER, BY THE [ I NSURANCE COMPANY] | NSURER
CONTROLLED BY SUCH | SSUER OTHERW SE, THE DEPARTMENT SHALL
DETERM NE | N | TS DI SCRETI ON WHETHER SUCH A HEARI NG SHALL BE
HELD. THI RTY (30) DAYS NOTI CE OF ANY SUCH HEARI NG SHALL BE

G VEN TO THE PERSON PROPCSI NG TO MAKE THE ACQUI SI TI ON, TO THE

| SSUER WHOSE STOCK | S PROPOSED TO BE ACQUI RED AND, | F SUCH

| SSUER |'S NOT AN | NSURER, TO THE | NSURANCE COVPANY CONTROLLED BY
SUCH | SSUER NOTI CE OF ANY SUCH HEARI NG SHALL ALSO BE G VEN TO
SUCH OTHER PERSONS, |F ANY, AS THE DEPARTMENT MAY DETERM NE.

(3) THE DEPARTMENT MAY RETAIN AT THE ACQUI RI NG PERSON S
EXPENSE ANY ATTORNEYS, ACTUARI ES, ACCOUNTANTS AND OTHER EXPERTS
NOT OTHERW SE A PART OF THE DEPARTMENT' S STAFF AS MAY BE
REASONABLY NECESSARY TO ASS| ST THE DEPARTMENT | N REVI EW NG THE
PROPOSED ACQUI SI TI ON OF CONTROL.

(G THE PROVISIONS OF THI'S SECTI ON SHALL NOT APPLY TO ANY
OFFER, REQUEST, | NVI TATION, AGREEMENT OR ACQUI SI TI ON WHI CH THE
DEPARTMVENT BY ORDER SHALL EXEMPT THEREFROM AS:

(1) NOT HAVI NG BEEN MADE OR ENTERED | NTO FOR THE PURPOSE AND
NOT HAVI NG THE EFFECT OF CHANG NG OR | NFLUENCI NG THE CONTROL OF
A DOMESTI C | NSURER, OR

(2) AS OTHERW SE NOT COMPREHENDED W THI N THE PURPCSES OF
THI S SECTI ON.

(H THE FOLLOAN NG SHALL CONSTI TUTE A VI OLATION OF THI'S
SECTI ON:

(1) THE FAILURE TO FI LE ANY STATEMENT, AMENDMENT OR OTHER
MATERI AL REQUI RED TO BE FI LED PURSUANT TO SUBSECTI ON (A) OR (B);

(2) THE EFFECTUATI ON OR ANY ATTEMPT TO EFFECTUATE AN
ACQUI SI TI ON OF CONTROL OF OR MERGER OR CONSOLI DATI ON W TH A

DOVESTI C | NSURER UNLESS THE DEPARTMENT HAS G VEN | TS APPROVAL
THERETG, OR
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(3) A VIOLATI ON OF SECTI ON 819- A
(1) THE DEPARTMENT SHALL, W THI N SEVENTY- TWO HOURS OF

RECEI VI NG A STATEMENT FILED UNDER THI S SECTI ON, PROVI DE

NOTI FI CATION TO THE OFFI CE OF ATTORNEY GENERAL THAT THE FI LI NG

WAS RECEI VED.

(J) AS USED IN TH' S SECTION, THE TERM "ANNUAL STATEMENT"

SHALL MEAN THE ANNUAL REPORT OF THE FI NANCI AL CONDI T1 ON REQUI RED

TO BE FILED UNDER 40 PA.C.S. 8 6331 (RELATING TO REPORTS AND

EXAM NATI ONS) .

SECTI ON 6. SECTI ON 1403(A), (B) AND (D), ADDED DECEMBER 18,
1992 (P.L.1519, NO 178), ARE AVENDED TO READ:

SECTI ON 1403. ACQUI SI TI ONS | NVOLVI NG | NSURERS NOT OTHERW SE
COVERED. -- (A) AS USED IN THI'S SECTI ON THE FOLLOW NG WORDS AND
PHRASES SHALL HAVE THE MEANINGS G VEN TO THEM IN THI' S
SUBSECTI ON:

"ACQUI SI TION."  ANY AGREEMENT, ARRANGEMENT OR ACTIVI TY THE
CONSUMMVATI ON OF WHI CH RESULTS | N A PERSON ACQUI RI NG, DI RECTLY OR
| NDI RECTLY, THE CONTROL OF ANOTHER PERSON AND | NCLUDES, BUT IS
NOT LI M TED TO, THE ACQUI SI TI ON OF VOTI NG SECURI TI ES, THE
ACQUI SI TI ON OF ASSETS, BULK REI NSURANCE [ AND], MERGERS AND
CONSOLI DATI ONS.

"I NVOCLVED | NSURER. " | NCLUDES AN | NSURER WHI CH EI THER
ACQUI RES OR | S ACQUI RED, | S AFFI LI ATED WTH AN ACQUI RER OR
ACQUI RED OR | S THE RESULT OF A MERGER OR CONSOL| DATI ON.

(B) (1) EXCEPT AS EXEMPTED | N PARAGRAPH (2), THI S SECTI ON
APPLI ES TO ANY ACQUI SI TION I N WHI CH THERE 1S A CHANGE | N CONTROL
OF AN | NSURER AUTHORI ZED TO DO BUSI NESS | N THI S COVMONVEALTH.

(2) TH'S SECTI ON SHALL NOT APPLY TO ANY OF THE FOLLOW NG

(1) AN ACQUI SI TI ON SUBJECT TO APPROVAL OR DI SAPPROVAL BY THE
DEPARTMVENT PURSUANT TO SECTI ON 1402.
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(I1) A PURCHASE OF SECURI TI ES SOLELY FOR | NVESTMENT PURPCSES
SO LONG AS SUCH SECURI TI ES ARE NOT USED BY VOTI NG OR OTHERW SE
TO CAUSE OR ATTEMPT TO CAUSE THE SUBSTANTI AL LESSENI NG OF
COVPETI TION | N ANY | NSURANCE MARKET IN THI'S COWONWEALTH. |F A
PURCHASE OF SECURI TI ES RESULTS I N A PRESUMPTI ON OF CONTROL AS
DESCRI BED | N THE DEFI NI TION OF "CONTROL" | N SECTI ON [1301] 1401,
I T 1S NOT SOLELY FOR | NVESTMENT PURPOSES UNLESS THE | NSURANCE
DEPARTMENT OF THE | NSURER S STATE OF DOM Cl LE ACCEPTS A
DI SCLAI MER OF CONTROL OR AFFI RVATI VELY FI NDS THAT CONTROL DOES
NOT EXI ST AND SUCH DI SCLAI MER ACTI ON OR AFFI RVMATI VE FINDING | S
COVMUNI CATED BY THE DOM Cl LI ARY | NSURANCE DEPARTMENT TO THE
| NSURANCE DEPARTMENT OF THE COMVONWEALTH.

(I11) THE ACQUI SI TION OF A PERSON BY ANOTHER PERSON WHEN
BOTH PERSONS ARE NEI THER DI RECTLY NOR THROUGH AFFI LI ATES
PRI MARI LY ENGAGED | N THE BUSI NESS OF | NSURANCE, |F
PREACQUI SI TI ON NOTI FI CATION |'S FI LED W TH THE DEPARTMENT | N
ACCORDANCE W TH SUBSECTI ON (C) (2) THIRTY (30) DAYS PRI OR TO THE
PROPOSED EFFECTI VE DATE OF THE ACQUI SI TION. HOWEVER, SUCH
PREACQUI SI TI ON NOTI FI CATI ON | S NOT REQUI RED FOR EXCLUSI ON FROM
THI'S SECTION | F THE ACQUI SI TI ON WOULD OTHERW SE BE EXCLUDED FROM
THI'S SECTI ON BY THI S PARAGRAPH.

(V) THE ACQUI SI TI ON OF ALREADY AFFI LI ATED PERSONS.

(V) AN ACQUISITION I F, AS AN | MVEDI ATE RESULT OF THE
ACQUI SI TI ON:

(A) 1IN NO MARKET WOULD THE COVBI NED MARKET SHARE OF THE
| N\VOLVED | NSURERS EXCEED FI VE PER CENTUM (5% OF THE TOTAL
MARKET;

(B) THERE WOULD BE NO | NCREASE | N ANY MARKET SHARE; OR

(C) 1IN NO MARKET WOULD:

(1) THE COMVBI NED MARKET SHARE OF THE | NVOLVED | NSURERS
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EXCEEDS TWELVE PER CENTUM (12% OF THE TOTAL MARKET; AND

(11) THE MARKET SHARE | NCREASES BY MORE THAN TWD PER CENTUM
(2% OF THE TOTAL MARKET.

FOR THE PURPCSE OF THI S SUBPARAGRAPH, A MARKET MEANS DI RECT
WRI TTEN | NSURANCE PREM UM I N THI'S COMWWONWEALTH FOR A LI NE OF
BUSI NESS AS CONTAI NED | N THE ANNUAL STATEMENT REQUI RED TO BE

FI LED BY | NSURERS LI CENSED TO DO BUSI NESS | N TH' S COMMONVEALTH,

(VI) AN ACQUI SI TI ON FOR VHI CH A PREACQUI SI TI ON NOTI FI CATI ON
WOULD BE REQUI RED PURSUANT TO THI'S SECTI ON DUE SOLELY TO THE
RESULTI NG EFFECT ON THE OCEAN MARI NE | NSURANCE LI NE OF BUSI NESS.

(VI1) AN ACQUI SI TION OF AN | NSURER WHOSE DOM Cl LI ARY
| NSURANCE DEPARTMENT AFFI RVATI VELY FI NDS THAT SUCH | NSURER IS I N
FAI LI NG CONDI TI ON; THERE |'S A LACK OF FEASI BLE ALTERNATI VE TO
| MPROVI NG SUCH CONDI TI ON; THE PUBLI C BENEFI TS OF | MPROVI NG SUCH
| NSURER S CONDI TI ON THROUGH THE ACQUI SI TI ON EXCEED THE PUBLI C
BENEFI TS THAT WOULD ARl SE FROM NOT LESSENI NG COMPETI TI ON;  AND
SUCH FI NDI NGS ARE COVMUNI CATED BY THE DOM CI LI ARY | NSURANCE
DEPARTMVENT TO THE | NSURANCE DEPARTMENT OF THE COVMONWEALTH.

(3) SECTIONS 1409(B) AND (C) AND 1411 SHALL NOT APPLY TO
ACQUI SI TI ONS PROVI DED FOR I N THI'S SUBSECTI ON.

(D) (1) THE DEPARTMENT MAY ENTER AN ORDER UNDER SUBSECTI ON
(E) (1) W TH RESPECT TO AN ACQUI SI TION | F THERE | S SUBSTANTI AL
EVI DENCE THAT THE EFFECT OF THE ACQUI SI TI ON MAY BE SUBSTANTI ALLY
TO LESSEN COMVPETI TION I N ANY LI NE OF | NSURANCE IN TH' S
COWONVEALTH OR TEND TO CREATE A MONOPOLY THEREIN OR | F THE
| NSURER FAI LS TO FI LE ADEQUATE | NFORMATI ON | N COMPLI ANCE W TH
SUBSECTI ON (C).

(2) 1N DETERM NI NG WHETHER A PROPCSED ACQUI SI TI ON WOULD
VI OLATE THE COMPETI TI VE STANDARD OF PARAGRAPH (1), THE
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DEPARTMENT SHALL CONSI DER THE FOLLOW NG
(1) ANY ACQUI SI TI ON COVERED UNDER SUBSECTI ON (B) | NVOLVI NG
TWO OR MORE | NSURERS COWVPETI NG | N THE SAME MARKET IS PRI MA FACI E
EVI DENCE OF VI CLATI ON OF THE COWPETI TI VE STANDARDS AS FOLLOWE:
(A) |F THE MARKET IS HI GHLY CONCENTRATED AND THE | NVOLVED
I NSURERS POSSESS THE FOLLOW NG SHARES OF THE MARKET:

I NSURER A I NSURER B
4% 4% OR MCORE
10% 2% OR MORE
15% 1% OR MORE; OR

(B) | F THE MARKET IS NOT HI GHLY CONCENTRATED AND THE
I NVOLVED | NSURERS PCSSESS THE FOLLOW NG SHARES OF THE MARKET:

I NSURER A I NSURER B
5% 5% OR MORE
10% 4% OR MCORE
15% 3% OR MORE
19% 1% OR MORE.

A H GHLY CONCENTRATED MARKET IS ONE I N WH CH THE SHARE OF THE
FOUR LARGEST | NSURERS |'S SEVENTY-FI VE PER CENTUM (75% OR MORE
OF THE MARKET. PERCENTAGES NOT SHOM | N THE TABLES ARE

| NTERPOLATED PROPORTI ONATELY TO THE PERCENTAGES THAT ARE SHOWN.

| F MORE THAN TWO | NSURERS ARE | NVOLVED, EXCEEDI NG THE TOTAL OF
THE TWO CCLUMNS | N THE TABLE IS PRI MA FACI E EVI DENCE OF

VI OLATI ON OF THE COWPETI Tl VE STANDARD | N PARAGRAPH (1). FOR THE
PURPOSE OF THI S SUBPARAGRAPH, THE | NSURER W TH THE LARGEST SHARE
OF THE MARKET SHALL BE DEEMED TO BE | NSURER A.

(1) THERE I'S A SI GNI FI CANT TREND TOMARD | NCREASED
CONCENTRATI ON WHEN THE AGGREGATE MARKET SHARE OF ANY GROUPI NG OF
THE LARGEST | NSURERS I N THE MARKET, FROM THE TWO LARGEST TO THE
El GHT LARCEST, HAS | NCREASED BY SEVEN PER CENTUM (7% OR MORE OF
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THE MARKET OVER A PERI CD OF Tl ME EXTENDI NG FROM ANY BASE YEAR
FIVE (5) TO TEN (10) YEARS PRI OR TO THE ACQUI SI TION UP TO THE
TIME OF THE ACQUI SI TI ON. ANY ACQUI SI TI ON [ OR MERCER], MERGER OR

CONSOLI DATI ON COVERED UNDER SUBSECTI ON (B) I NVOLVI NG TWO OR MORE

I NSURERS COVPETI NG | N THE SAME MARKET |'S PRI MA FACI E EVI DENCE OF
VI OLATI ON OF THE COWPETI Tl VE STANDARD | N PARAGRAPH (1) IF:

(A) THERE IS A SI GNI FI CANT TREND TOMRD | NCREASED
CONCENTRATI ON I N THE MARKET;

(B) ONE OF THE I NSURERS I NVOLVED IS ONE OF THE I NSURERS I N A
GROUPI NG OF SUCH LARGE | NSURERS SHOW NG THE REQUI SI TE | NCREASE
IN THE MARKET SHARE; AND

(© ANOTHER | NVOLVED | NSURER' S MARKET | S TWO PER CENTUM (2%
OR MCRE.

(1'11) FOR THE PURPCSES CF THI S PARAGRAPH:

(A) THE TERM "I NSURER' | NCLUDES ANY COVPANY OR GROUP OF
COVPANI ES UNDER COMVON MANAGEMENT, OWNERSHI P OR CONTROL.

(B) THE TERM "MARKET" MEANS THE RELEVANT PRODUCT AND
GEOGRAPHI CAL MARKETS. | N DETERM NI NG THE RELEVANT PRODUCT AND
GEOGRAPHI CAL MARKETS, THE DEPARTMENT SHALL G VE DUE
CONS| DERATI ON TO, AMONG OTHER THI NGS, THE DEFI NI TI ONS OR
GUI DELI NES, | F ANY, PROVULGATED BY THE NAI C AND TO | NFORVATI ON,

I F ANY, SUBM TTED BY PARTI ES TO THE ACQUI SI TION. | N THE ABSENCE
OF SUFFI Cl ENT | NFORVATI ON TO THE CONTRARY, THE RELEVANT PRODUCT
MARKET | S ASSUMED TO BE THE DI RECT WRI TTEN | NSURANCE PREM UM FOR
A LI NE OF BUSI NESS, SUCH LI NE BEI NG THAT USED I N THE ANNUAL
STATEMENT REQUI RED TO BE FI LED BY | NSURERS DO NG BUSI NESS | N

TH S COMWONVEALTH AND THE RELEVANT GEOGRAPHI CAL MARKET | S
ASSUMED TO BE THI S COMMONVEALTH.

(© THE BURDEN OF SHOW NG PRI MA FACI E EVI DENCE OF VI CLATI ON
OF THE COWPETI Tl VE STANDARD RESTS UPON THE COWM SSI ONER

20070H1150B4107 - 40 -



1
2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(1V) EVEN THOUGH AN ACQUI SI TION IS NOT PRI MA FACI E VI OLATI VE
OF THE COMPETI TI VE STANDARD UNDER SUBPARAGRAPHS (1) AND (I1),
THE DEPARTMENT MAY ESTABLI SH THE REQUI SI TE ANTI COVPETI Tl VE
EFFECT BASED UPON OTHER SUBSTANTI AL EVI DENCE. EVEN THOUGH AN
ACQUI SI TION IS PRIMA FACI E VI OLATI VE OF THE COMVPETI TI VE STANDARD
UNDER SUBPARAGRAPHS (1) AND (11), A PARTY MAY ESTABLI SH THE
ABSENCE OF THE REQUI SI TE ANTI COMPETI TI VE EFFECT BASED UPON OTHER
SUBSTANTI AL EVI DENCE. RELEVANT FACTORS | N MAKI NG A DETERM NATI ON
UNDER THI S PARAGRAPH | NCLUDE, BUT ARE NOT LIM TED TO, THE
FOLLON NG MARKET SHARES, VOLATILITY OF RANKI NG OF MARKET
LEADERS, NUMBER OF COMPETI TORS, CONCENTRATI ON, TREND OF
CONCENTRATI ON | N THE | NDUSTRY AND EASE OF ENTRY AND EXI T | NTO
THE MARKET.

(3) AN ORDER MAY NOT BE ENTERED UNDER SUBSECTI ON (E) (1) IF:

(1) THE ACQUI SI TION WLL Yl ELD SUBSTANTI AL ECONOM ES OF
SCALE OR ECONOM ES | N RESOURCE UTI LI ZATI ON THAT CANNOT BE
FEASI BLY ACHI EVED | N ANY OTHER WAY, AND THE PUBLI C BENEFI TS
WH CH WOULD ARI SE FROM SUCH ECONOM ES EXCEED THE PUBLI C BENEFI TS
WH CH WOULD ARI SE FROM NOT LESSENI NG COVPETI TI ON, OR

(11) THE ACQUI SI TION W LL SUBSTANTI ALLY | NCREASE THE
AVAI LABI LI TY OF | NSURANCE, AND THE PUBLI C BENEFI TS OF SUCH
| NCREASE EXCEED THE PUBLI C BENEFI TS WHI CH WOULD ARI SE FROM NOT
LESSENI NG COVPETI Tl ON.

SECTION 7. THE ACT |'S AVENDED BY ADDI NG SECTI ONS TO READ:

SECTI ON 1403.1. COWM TTEE REVI EW--(A) THE BANKI NG AND

| NSURANCE COWM TTEE OF THE SENATE AND THE | NSURANCE COWM TTEE OF

THE HOUSE OF REPRESENTATI VES MAY REVI EW AN APPLI CATI ON OR

STATEMENT SUBM TTED BY A HOSPI TAL PLAN CORPORATI ON OR

PROFESSI ONAL HEALTH SERVI CES PLAN CORPORATI ON SEEKI NG THE
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APPROVAL OF A MERGER, CONSOLI DATI ON OR OTHER ACQUI SI T1 ON OF

CONTROL_OF A HOSPI TAL PLAN CORPORATI ON OR PROFESSI ONAL HEALTH

SERVI CES PLAN CORPORATI ON UNDER THI S ACT.

(B) THE BANKI NG AND | NSURANCE COW TTEE OF THE SENATE AND

THE | NSURANCE COWMM TTEE OF THE HOUSE OF REPRESENTATI VES SHALL

HAVE THE FOLLOW NG PONERS AND DUTI ES:

(1) TO CONVENE THE COW TTEE FOR PURPOSES OF REVI EW NG AN

APPLI CATI ON FOR APPROVAL OF A MERGER, CONSCOL| DATI ON OR OTHER

ACQUI SI TI ON OF CONTROL _UNDER THI' S SECTI ON.

(2) TO RECEIVE AND REVIEWALL FILINGS SUBM TTED TO THE

DEPARTMENT RELATI NG TO THE MERGER, CONSOL| DATI ON OR OTHER

ACQUI SI TI ON OF CONTROL AND ALL_ACCOVPANYI NG DATA AND OTHER

| NFORVATI ON. THI' S PARAGRAPH SHALL NOT_APPLY TO | NFORVATI ON

DEEMED CONFI DENTI AL OR PROPRI ETARY BY THE DEPARTMENT.

(3) TO CONSULT EXPERTS, HOLD HEARI NGS AND OBTAI N ADDI TI ONAL

| NFORVATI ON RELATI NG TO THE MERGER, CONSCOLI DATI ON OR OTHER

ACQUI SI TI ON OF CONTROL.

(4) TO DEVELOP WRI TTEN COMVENTS AND RECOVMENDATI ONS ON THE

VERCGER, CONSCL| DATI ON OR ACQUI SI TI ON OF CONTROL_AND SUBM T_THEM

TO THE DEPARTMENT W THI N FORTY-FI VE (45) DAYS OF THE CLOSE OF

THE PUBLI C COVMENT PERI OD ESTABLI SHED UNDER THI S PARAGRAPH,

DEVELOPED BY THE DEPARTMENT ON THE MERGER, CONSCL| DATI ON OR

OTHER ACQUI SI TI ON OF CONTROL. THE DEPARTMENT SHALL PUBLI SH THE

DATE OF THE CLOSE OF THE PUBLI C COMVENT PERI OD I N THE

PENNSYLVANI A BULLETIN PRIOR TO FINAL CLOSURE COF THE RECORD <—

PUBLI C COVMENT PERI GD. THE DEPARTMENT MAY | SSUE A FI NAL ORDER <—

AND DETERM NATI ON ON OR AFTER ONE HUNDRED FI VE (105) DAYS

FOLLOW NG THE PUBLI C COMVENT PERI OD.

(© THE COVM SSI ONER, THE DEPARTMENT AND | TS ATTORNEYS AND

EXPERTS, [ NCLUDI NG EXPERTS EMPLOYED OR RETAI NED BY THE
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DEPARTMENT, SHALL BE AVAI LABLE TO PROVI DE TESTI MONY TO EACH

COW TTEE RELATI NG TO THE MERGER, CONSOL| DATI ON OR OTHER

ACQUI SITION OF CONTROL. NOTHING IN TH' S ACT SHALL AFFECT ANY

PRIVILEGES OR | MMUNITI ES OF THE DEPARTMENT OR I TS ATTORNEYS,

EXPERTS OR CONSULTANTS. THE DEPARTMENT OR I TS ATTORNEYS, EXPERTS

OR CONSULTANTS SHALL NOT_ BE REQUI RED TO APPEAR BEFORE El THER

COW TTEE WTHI N THI RTY (30) DAYS FOLLON NG THE DEPARTMENT' S

| SSUANCE OF A FINAL ORDER AND DETERM NATI ON.

© o0 N oo o A~ wWw N P

(D) THE DEPARTMENT SHALL PROVI DE A DETAILED WRI TTEN RESPONSE

=Y
o

TO EACH COMVENT AND RECOVIVENDATI ON SUBM TTED BY THE BANKI NG AND

=
=

I NSURANCE COWMM TTEE OF THE SENATE OR THE | NSURANCE COW TTEE OF

=
N

THE HOUSE OF REPRESENTATIVES IN ITS FINAL ORDER. THE ORDER AND

=
w

DETERM NATI ON SHALL NOT_BE | SSUED BEFORE SI XTY (60) DAYS HAVE

H
o

ELAPSED FOLLOW NG RECEI PT OF THE COWMENTS AND RECOMVENDATI ONS

=Y
(63}

UNDER SUBSECTI ON (B) (4).
(E)

=Y
(e}

=
\l

=Y
oo

=
O

N
o

N
=

N
N

CONFROL— | F NO COMVENTS AND RECOMVENDATI ONS ARE RECEI VED UNDER

N
w

SUBSECTI ON (B) (4), THE DEPARTMENT NMAY | SSUE A FI NAL ORDER AND

N
~

DETERM NATI ON ON OR AFTER ONE HUNDRED FI VE (105) DAYS FOLLOW NG

N
(63}

THE CLOSE OF THE PUBLI C COVMENT PERI OD.

N
(e}

SECTI ON 1403. 2. | NSURANCE RESTRUCTURI NG RESTRI CTED RECEI PT

N
~

ACCOUNT.--(A) THERE 1S ESTABLI SHED I N THE STATE TREASURY A

N
oo

RESTRI CTED RECEI PT _ACCOUNT_TO BE KNOWN AS THE | NSURANCE

N
(o]

RESTRUCTURI NG RESTRI CTED RECEI PT_ACCOUNT. | NTEREST EARNED ON

30 MONEY IN THE ACCOUNT SHALL BE DEPOSI TED | NTO THE ACCOUNT.
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(B) ALL NET ECONOM C BENEFI TS, | NCLUDI NG PROCEEDS, SAVI NGS,

FUNDS OR MONEYS BHREGHLY DERI VED FROM ANDPAIDTOTHE <—

M AND ANY AGREEMENT RELATED <—

TO OR FROM THE MERGER, CONSOL| DATI ON OR OTHER ACQUI SI TI ON OF

CONTROL_OF A HOSPI TAL PLAN CORPORATI ON OR PROFESSI ONAL HEALTH

SERVI CES PLAN CORPORATI ON SHALLE—BE-DEPCSITED - NFOTHE-ACCOJNT <—

FORPURPCSES-—AS—DETERM-NED-BY THEGENERAL-ASSEMBLY- VWHICH ARE TO <—

BE PAID TO THE COMVONVEALTH OR A COVVONVWEALTH PROGRAM

(G NO CONTRACT OR WRI TTEN AGREEMENT BETWEEN A HOSPI TAL PLAN

CORPORATI ON OR PROFESSI ONAL_HEALTH SERVI CES PLAN CORPORATI ON_AND

THE COVMONWEALTH OR ANY OTHER ENTITY RELATING TO THE

DI SBURSEMENT OR SPENDI NG OF MONEY | N THE ACCOUNT_NMAY BE ENTERED

I NTO UNTI L MONEYS +N THAT MAY EXI ST OR ARE TO BE DERI VED FROM <—

ANY CONTRACT OR VI TTEN AGREEMENT FOR DEPOSI T | NTO THE ACCOUNT

ARE APPROPRI ATED BY THE GENERAL ASSEMBLY.

(D) NO MONEYS OR FUNDS MAY BE TRANSFERRED OR PAI D FROM THE

ACCOUNT UNLESS APPROPRI ATED BY THE GENERAL ASSEMBLY.

SECTI ON 8. SECTI ON 1405(C) OF THE ACT, AMENDED FEBRUARY 17,
1994 (P.L.92, NO 9), IS AMENDED TO READ:

SECTI ON 1405. STANDARDS AND MANAGEMENT OF AN | NSURER W THI N
A HOLDI NG COMPANY SYSTEM --* * *

(© (1) NOTW THSTANDI NG THE CONTROL OF A DQVESTI C | NSURER
BY ANY PERSON, THE OFFI CERS AND DI RECTORS OF THE | NSURER SHALL
NOT THEREBY BE RELI EVED OF ANY OBLI GATI ON OR LI ABILITY TO WH CH
THEY WOULD OTHERW SE BE SUBJECT BY LAW AND THE | NSURER SHALL BE
MANAGED SO AS TO ASSURE | TS SEPARATE OPERATI NG | DENTI TY
CONS| STENT WTH THI S ARTI CLE.

(2) NOTH NG HEREI N SHALL PRECLUDE A DQOVESTI C | NSURER FROM
HAVI NG OR SHARI NG A COVMON MANAGEMENT OR COCOPERATI VE OR JA NT
USE OF PERSONNEL, PROPERTY OR SERVI CES W TH ONE OR MORE OTHER
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PERSONS UNDER ARRANGEMENTS MEETI NG THE STANDARDS OF SUBSECTI ON
(A)(1).

(3) (1) NOT LESS THAN ONE- THIRD OF THE DI RECTORS OF A
DOVESTI C | NSURER [ AND NOT LESS THAN ONE- THI RD OF THE MEMBERS OF
EACH COW TTEE OF THE BOARD OF DI RECTORS OF ANY DOMESTI C
I NSURER] SHALL BE PERSONS WHO ARE NOT OFFI CERS CR EMPLOYES OF
SUCH I NSURER OR OF ANY ENTI TY CONTROLLI NG CONTRCLLED BY OR
UNDER COMMON CONTROL W TH SUCH | NSURER AND VWHO ARE NOT

© o0 N oo o A~ wWw N P

BENEFI Cl AL OWNERS OF A CONTROLLI NG I NTEREST I N THE VOTI NG STOCK

=Y
o

OF SUCH | NSURER OR ANY SUCH ENTI TY. AT LEAST ONE SUCH PERSON

=
=

MUST BE | NCLUDED I N ANY QUORUM FOR THE TRANSACTI ON OF BUSI NESS

=
N

AT ANY MEETI NG OF THE BOARD COF DI RECTORS [ OR ANY COW TTEE

=
w

THEREOF] .

H
o

(1) NOT_LESS THAN ONE-THIRD OF THE MEMBERS OF EACH

=Y
(63}

COW TTEE OF THE BOARD OF DI RECTORS OF ANY DOVESTI C | NSURER

=Y
(e}

SHALL BE PERSONS WHO ARE NOT OFFI CERS OR EMPLOYES OF SUCH

=
\l

I NSURER OR OF _ANY ENTITY CONTROLLI NG CONTROLLED BY OR UNDER

=Y
oo

COMVON CONTROL W TH SUCH | NSURER. AT LEAST ONE SUCH PERSON MJUST

=
O

BE | NCLUDED | N ANY QUORUM FOR THE TRANSACTI ON OF BUSI NESS AT ANY

N
o

VEETI NG OF EACH COWM TTEE.

N
=

(4) THE BOARD OF DI RECTOCRS OF A DQOVESTI C | NSURER SHALL

N
N

ESTABLI SH [ ONE OR MORE COW TTEES] A COWM TTEE COWPRI SED SOLELY

N
w

OF DI RECTORS VWHO ARE NOT OFFI CERS OR EMPLOYES OF THE | NSURER OR

N
~

OF ANY ENTI TY CONTROLLI NG CONTROLLED BY OR UNDER COVMON CONTROL

N
(63}

W TH THE | NSURER AND WHO ARE NOT BENEFI Cl AL OMNERS OF A

N
(e}

CONTROLLI NG I NTEREST I N THE VOTI NG STOCK OF THE | NSURER OR ANY

N
~

SUCH ENTITY. THE COWM TTEE [ OR COW TTEES] SHALL HAVE

N
oo

RESPONSI Bl LI TY FOR RECOMVENDI NG THE SELECTI ON OF | NDEPENDENT

N
(o]

CERTI FI ED PUBLI C ACCOUNTANTS[,] AND REVI EW NG THE | NSURER S
30 FINANCI AL CONDI TI ON, THE SCOPE AND RESULTS OF THE | NDEPENDENT
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AUDI T AND ANY | NTERNAL AUDI T[, NOM NATI NG CANDI DATES FOR

DI RECTOR FOR ELECTI ON BY SHAREHOLDERS OR POLI CYHOLDERS,
EVALUATI NG THE PERFORMANCE OF OFFI CERS DEEMED TO BE PRI NCI PAL
OFFI CERS OF THE | NSURER AND RECOVMMENDI NG TO THE BOARD OF

DI RECTORS THE SELECTI ON AND COMPENSATI ON OF THE PRI NCI PAL

OFFI CERS] . THE COWM TTEE NMAY ALSO HAVE THE RESPONSI BI LI TI ES
DESCRI BED | N PARAGRAPH (4.1) IF ONE OR MORE COWM TTEES DESCRI BED

I N PARAGRAPH (4.1) ARE NOT SEPARATELY ESTABLI SHED.

(4.1) THE BOARD OF DI RECTORS OF A DOVESTI C | NSURER SHALL

ESTABLI SH ONE. OR MORE COWM TTEES COVPRI SED SOLELY OF DI RECTORS

VWHO ARE NOT OFFI CERS OR EMPLOYES OF THE | NSURER OR OF ANY ENTITY

CONTROLLI NG, CONTROLLED BY OR UNDER COVMON CONTROL W TH THE

I NSURER. THE COWM TTEE OR COWM TTEES SHALL HAVE RESPONSI BI LI TY

FOR RECOMVENDI NG CANDI DATES TO BE NOM NATED BY THE BOARD OF

DI RECTORS, I N ADDI TI ON TO ANY OTHER NOM NATI ONS BY VOTI NG

SHAREHOLDERS OR POLI CYHOLDERS, FOR ELECTI ON AS DI RECTORS BY

VOTI NG SHAREHOLDERS OR POLI CYHOLDERS, EVALUATI NG THE PERFORMANCE

OF OFFI CERS DEEMED TO BE PRI NCI PAL COFFI CERS OF THE | NSURER AND

RECOMVENDI NG TO THE BOARD OF DI RECTORS THE SELECTI ON AND

COVPENSATI ON OF THE PRI NCI PAL_OFFI CERS.

(5) THE PROVI SI ONS OF PARAGRAPHS (3) [AND], (4) AND (4.1)
SHALL NOT APPLY TO A DOMESTI C | NSURER | F THE PERSON CONTROLLI NG
SUCH I NSURER |'S AN | NSURER OR [ A PUBLI CLY HELD CORPORATI ON|

ANOTHER BUSI NESS ENTI TY HAVI NG A BOARD OF DI RECTORS AND

COWM TTEES THEREOF WHI CH ALREADY MEET THE REQUI REMENTS OF
PARAGRAPHS (3) [AND (4)], (4) AND (4.1).

* * %

SECTION 9. THE ACT IS AMENDED BY ADDI NG AN ARTI CLE TO READ:
ARTI CLE XXV

COMMUNI TY HEALTH REI NVESTMVENT
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SECTI ON 2501. DEFI NI TI ONS.

THE FOLLOW NG WORDS AND PHRASES WHEN USED IN THI S ARTICLE

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

CONTEXT CLEARLY | NDI CATES OTHERW SE:

"COVWUNI TY HEALTH REINVESTMENT ACTIVITY." COVMUNI TY HEALTH

SERVI CES AND PRAOJECTS THAT | MPROVE HEALTH CARE OR MAKE HEALTH

CARE MORE ACCESSI BLE. THE TERM | NCLUDES FUNDI NG, _SUBSI DI ZATI ON

OR PROVI SION OF THE FOLLOW NG

(1) HEALTH CARE COVERAGE FOR PERSONS WHO ARE DETERM NED

BY RECOGNI ZED STANDARDS AS DETERM NED BY THE | NSURANCE

DEPARTMENT TO BE UNABLE TO PAY FOR COVERAGE.

(2) HEALTH CARE SERVI CES FOR PERSONS WHO ARE DETERM NED

BY RECOGNI ZED STANDARDS TO BE UNI NSURED AND UNABLE TO PAY FOR

SERVI CES.

(3)  PROGRAMS FOR THE PREVENTI ON AND TREATMENT OF DI SEASE

OR I'NJURY, | NCLUDI NG MENTAL RETARDATI ON, MENTAL DI SORDERS,

MENTAL HEALTH COUNSELI NG OR THE PROMOTI ON OF HEALTH OR

VEL L NESS.

THE TERM SHALL NOT | NCLUDE EXPENDI TURES FOR ADVERTI SING, _PUBLI C

RELATI ONS, SPONSORSHI PS, BAD DEBT, FHE-COSTOF—ADPM-NISTERING

ADM NI STRATI VE COSTS ASSOCI ATED W TH STATE HEALTH CARE PROGRANMS,

PROGRAMS PROVI DED AS AN EMPLOYEE BENEFI T, USE OF FACILITIES FOR

VEETI NGS HELD BY COMVUNI TY GROUPS OR EXPENSES FOR | N- SERVI CE

TRAI NI NG, CONTI NUI NG EDUCATI ON, ORI ENTATI ON OR MENTORI NG OF

EMPLOYEES.

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

"PLAN." A HOSPI TAL PLAN CORPORATI ON AS DEFINED IN 40 PA.C. S.

CH. 61 (RELATING TO HOSPI TAL PLAN CORPORATI ONS) OR PROFESSI ONAL

HEALTH SERVI CES PLAN CORPORATION AS DEFINED IN 40 PA.C.S. CH 63

(RELATI NG TO PROFESSI ONAL HEALTH SERVI CES PLAN CORPORATI ONS) .
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1 SECTION 2502. DUTIES OF PLAN AND DEPARTMENT.

2 (A)  PLAN DUTIES.--A PLAN SHALL HAVE THE FOLLOW NG DUTI ES:

3 (1) TO SUBM T A PROPOSAL _TO THE DEPARTMENT ON OR BEFORE
4 MARCH 30 OF EACH YEAR SETTI NG FORTH THE MANNER I N VWHI CH THE
5 PLAN WLL PROVI DE PROPOSED COVMUNI TY HEALTH REI NVESTMENT

6 ACTI VI TI ES CONDUCTED OR PROVI DED BY THE PLAN DURI NG THE NEXT
7 FlI SCAL YEAR.

8 (2) TO ANNUALLY PROVI DE TO THE DEPARTMENT, THE BANKI NG
9 AND | NSURANCE COWM TTEE OF THE SENATE AND THE | NSURANCE

10 COW TTEE OF THE HOUSE OF REPRESENTATI VES THE NAME AND

11 ADDRESS OF EACH COFFI CER, DI RECTOR OR EMPLOYEE WHO SERVES ON
12 THE BOARD OF DI RECTORS OF A HOSPI TAL OR OTHER HEALTH CARE

13 FACILITY AS DEFINED IN SECTION 802.1 OF THE ACT OF JULY 19,
14 1979 (P.L.130, NO. 48), KNOW AS THE HEALTH CARE FACILITIES
15 ACT, OR ON THE BOARD OF AN ENTITY THAT OMS, OPERATES OR

16 MANAGES A HOSPI TAL OR OTHER HEALTH CARE FACILITY. TH' S

17 PARAGRAPH SHALL APPLY TO A NONPRCFI T OR FOR-PROFI T SUBSI DI ARY
18 OR AFFI LI ATE OF A HOSPI TAL PLAN CORPORATI ON OR PROFESSI ONAL
19 HEALTH SERVI CES PLAN CORPORATI ON. THE | NFORVATI ON SHALL BE
20 SUBM TTED BY JANUARY 31 FOR THE | MVEDI ATELY PRECEDI NG YEAR.
21 (B) DEPARTMENT DUTI ES. - - THE DEPARTMENT SHALL HAVE THE

22 FOLLOW NG DUTI ES:

23 (1) TO DEVELOP A FORM WHI CH SHALL BE USED BY EACH PLAN
24 FOR THE SUBM SSI ON OF THE PROPOSAL UNDER SUBSECTI ON (A)(1).
25 THE FORM SHALL REQUIRE THE | TEM ZATI ON OF | NDI VI DUAL

26 COMVUNI TY HEALTH REI NVESTMENT ACTIVITIES AND THE COST OF EACH
27 ACTI VITY UNDER THE AGREEMENT ON COMVUNI TY HEALTH REI NVESTMENT
28 ENTERED | NTO FEBRUARY 2, 2005, BY THE | NSURANCE DEPARTMENT

29 AND CAPI TAL BLUE CROSS, HI GHVARK, INC., THE HOSPI TAL SERVI CE
30 ASSCOCI ATI ON OF NORTHEASTERN PENNSYLVANI A AND | NDEPENDENCE
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30

BLUE CROSS AND PUBLI SHED AT 35 PA. B. 4155 OR ANY SUCCESSOR OR

OTHER AGREEMENTS. THE PROPOSAL SHALL BE ON A FORM PUBLI SHED

BY THE DEPARTMENT | N THE PENNSYLVANI A BULLETI N.

(2) TO APPROVE OR DI SAPPROVE THE EXPENDI TURES I N THE

PROPOSAL SUBM TTED UNDER SUBSECTI ON (A) (1).

SECTI ON 2503. PUBLI C RECORD.

ALL PROPOSALS SUBM TTED UNDER SECTI ON 2502 SHALL BE PUBLI C

SECTI ON 2504. REGULATI ONS.

THE DEPARTMENT NAY PROMULGATE REGULATI ONS AS NECESSARY FOR

THE ADM NI STRATION OF THI' S ARTI CLE.

SECTI ON 10. REPEALS ARE AS FOLLOWE:

(1) THE GENERAL ASSEMBLY DECLARES THE REPEAL UNDER
PARAGRAPH (2) 1S NECESSARY TO EFFECTUATE THE ADDI TI ON OF
SECTI ON 1403. 2 OF THE ACT.

(2) SECTION 1716.1-E OF THE ACT OF APRIL 9, 1929
(P.L.343, NO 176), KNOMW AS THE FI SCAL CCDE, |S REPEALED.

(3) THE ACT OF DECEMBER 19, 1990 (P.L.834, NO 198),
KNOWN AS THE GAA AMENDMVENTS ACT OF 1990, |'S REPEALED | NSOFAR
AS I T I'S | NCONSI STENT WTH TH S ACT.

SECTION 11. TH' S ACT SHALL NOT APPLY TO ANY MERCER,
CONSCLI DATI ON OR OTHER ACQUI SI TI ON OF CONTROL COVPLETED OR
CONSUMVATED PRI OR TO THE EFFECTI VE DATE OF TH S SECTI ON AND, | F
REQUI RED, FOLLOW NG THE | SSUANCE OF AN APPROVI NG DETERM NATI ON.

SECTION 12. TH' S ACT SHALL APPLY TO ANY APPLI CATI ON,
STATEMENT OR OTHER PLAN OR PROPGCSAL RELATI NG TO A MERGER,
CONSCLI DATI ON OR OTHER ACQUI SI TI ON OF CONTROL FI LED W TH THE
I NSURANCE DEPARTMENT ON OR AFTER JANUARY 1, 2007.

SECTION 13. TH S ACT SHALL TAKE EFFECT AS FOLLOWE:

(1) THE AVENDMENT OR ADDI TI ON OF SECTI ON 405.2(C), 635.3
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1 AND 1405(C) OF THE ACT SHALL TAKE EFFECT I N 60 DAYS.
2 (2) THE REMAI NDER OF THI S ACT SHALL TAKE EFFECT
3 | MVEDI ATELY.
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