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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1033 *%

| NTRODUCED BY WOOD, FRAME, EW NG, HOWARD AND MJRRAY,
SEPTEMBER 24, 1975
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AN ACT
Establ i shing a State catastrophic health insurance plan,
providing for the certification of health benefits plans as
qualified and the regul ation of insurers and providers of
health care services thereunder, and establishing a health
resource devel opnent fund.

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 "Catastrophic Health Insurance Plan Act."

Section 2. Legislative Findings.--Wile the quality of
health care in this Nation is currently anong the highest in the
wor | d, conprehensive health care services are still not
avai l able to every citizen of this Cormonweal th at reasonabl e
cost. It is a public policy goal of this Comonweal th that each
citizen of this Commonweal th shoul d have access to quality
health care at reasonable cost and available to him protection
agai nst the extraordinarily high costs of health care services

whi ch are determined to be catastrophic.

Pronoti on of the aforenentioned goal requires that enployers
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shoul d be encouraged to provi de conprehensive health care
coverage of the highest quality to their enpl oyees and their
dependents and that all other persons be encouraged to obtain
conprehensi ve health care coverage of the highest quality for
t hensel ves and their dependents.

Providers of health care services should be encouraged to
make health care services of the highest quality readily
avai l able to every citizen of this Cormonweal th at the nost
reasonabl e cost.

I ndi vidual s or other entities which provide for the
prepaynment and i nsurance of health care services should be
encouraged to provide the nost conprehensive health benefits
pl ans possible to eligible persons at all incone |evels.

In order to achieve the aforenentioned public policy goal, it
is necessary for the Comonweal th to provide inducenents for
enpl oyers and ot her persons to obtain conprehensive health
benefits plans, to provide financial protection for the
extraordinary costs of health care services which are determ ned
to be catastrophic, and to prescribe certain duties and
responsibilities for insurers and providers of health care
services with regard to fornms, rates, prem uns and rei nbursenent
procedures; and that the purpose of this legislationis to
provide a plan to achi eve these ends.

Section 3. Definitions.--For the purposes of this act:

"Al | owabl e i ncome"” nmeans gross inconme, which a person shal
conpute by totaling his gains, |osses, profits and incone
derived from sal ari es, wages or conpensation for personal
servi ces, of whatever kind and in whatever formpaid, or from
pr of essi ons, vocations, trades, businesses, commerce, sales or

dealings in property of whatever nature, grow ng out of the
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ownership or use of or interest in such property; also from
interest, rent, royalties, dividends, securities, or the
transacti ons of any business carried on for gain, or profits and
i ncome derived from any source whatsoever, including prizes and
awar ds, other than those primarily in recognition of some
achievenent in the arts, sciences or public interest w thout
active entry by the recipient and without the requirenent that
he render substantial future services as a condition, or gains
or profits or incone derived through estates or trusts by the
benefi ciaries thereof.

"Benefit" or "health benefit"” nmeans a health care service
financed for a person by a third party such as an insurer or the
Conmonweal t h.

"Conmmonweal t h" nmeans the Conmonweal th of Pennsyl vani a.

"Cost of eligible health care services" neans those costs,
charges or rates of providers at |evels which have been approved
in a qualified programby the Secretary of Health, and which
shall serve as the basis for the costs, rates, or charges for
whi ch t he Commonweal th would be Iiable to pay pursuant to the
provi sions of this act.

"Eligible health care service" nmeans a health care service
whi ch woul d be covered within the type of qualified program an
eligible person woul d be expected to have by the Secretary of
Health in order to incur the small est personal resource paynent
applicabl e under this act, without regard to any limtations
with respect to the nunber of days or tinme such service is
provi ded, or the cost of such service.

"Eligible person” neans a person who has established
per manent residency in the Commonwealth for three nonths and who

has | egal responsibility for the paynent of eligible health
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costs incurred on his behalf or the behalf of persons for whom
he is legally responsible. A person who has noved to the
Commonweal th for the primary purpose of receiving benefits
provi ded pursuant to this act shall not be considered to be a
per manent resident unless such residency has been determn ned
pursuant to a judicial order to be a pernmanent residency.

"Enpl oyee" nmeans any person who has entered into the
enpl oyment of, or works under contract of service or
apprenticeship with, any enployer. It shall not include a person
who has been enpl oyed for | ess than 30 days by his enpl oyer, nor
shall it include a person who works | ess than an average of 24
hours per week.

"Enpl oyer"™ means any person, partnership, association, trust,
estate, corporation, whether foreign or donmestic, or the |egal
representative, trustee in bankruptcy, receiver or trustee
thereof, or the legal representative of a deceased person,

i ncl udi ng the Comonweal th or any subdi vi sion thereof, which has
inits enploy one or nore individuals during any cal endar year.
The term "enpl oyer” shall refer only to an enpl oyer of persons
enpl oyed within the Commonweal t h.

"Heal th benefits plan" neans any plan which provides health
benefits for any eligible person.

"Health care services" neans those nedical, professional, and
par apr of essi onal services provided to a person to prevent
di sease, to maintain health, to detect disease and disability in
early stages, to diagnose and treat illness, and to rehabilitate
a person to his fullest capacities.

"Heal t h mai nt enance organi zati on" neans an organi zed system
of health care which accepts the responsibility to provide or

ot herwi se assure the delivery of an agreed upon set of
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conprehensive health care services for a voluntarily enrolled
group of persons in a geographic area and is reinbursed through
a prenegotiated and fi xed periodi c paynent nade by or on behal f
of each person or famly enrolled in the plan.

"Insurer” neans all persons offering or insuring health care
services on a prepaid basis including, but not limted to,
persons authorized to transact health insurance in this
Commonweal t h, hospital service corporations, nedical service
corporations or any other person whose primary function is to
provi de di agnostic, therapeutic or preventive health care
services to a defined popul ation on the basis of a periodic
premum It shall include all persons providing health benefits
coverage for enployees on a self-insurance basis.

“"Maternity benefits" neans those benefits rendered for nornal
obstetrical care, regardless of the marital status of the wonan.
It shall include benefits for the conpletion of obstetrics,
prenatal care, care of the newborn infant, |abor, delivery and
puerperal care. The termshall include benefits for nornal
deliveries or for any conplications of pregnancy which do not
result in the delivery of a viable fetus.

"Medi care" neans Part A and Part B. of the United States
Soci al Security Act, Title XVIII, as anended (42 U.S.C. sections
1394, et seq.).

"Personal resource paynment” nmeans the anmount an eligible
person is obligated to pay fromhis allowable inconme for
eligible health care services which are not otherw se
rei nbursabl e under a health benefits plan unless such person is
covered under the provisions of section 8.

"Physi ci an" neans any person duly licensed to practice

medi ci ne and surgery pursuant to the provisions of the act of
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July 20, 1974 (P.L.551, No.190), known as the "Medical Practice
Act of 1974."

"Provider" means any physician, hospital, or other person
which is |licensed or otherwi se authorized in this Conmonweal t h
to furnish health care services.

"Qualified program means any health benefit plan which has
been certified as qualified by the Secretary of Health pursuant
to this act.

"United States" nmeans the Governnment of the United States of
America or any of its instrunentalities.

Section 4. Eligibility.--Each eligible person shall be
entitled to reinbursenent fromthe Commonwealth for the costs of
eligible health care services which are determ ned to be
catastrophi c under the conditions and |imtations established by
and in accordance with this act and rules and regul ati ons
pronul gated pursuant thereto. The Secretary of Health shal
prescri be by regul ation the formand manner for application for
such rei nbursenent.

Section 5. Costs.--(a) The Commonweal th shall pay for the
costs of eligible health care services of an eligible person
when such costs are determ ned to be catastrophic. The costs of
eligible health care services shall be determ ned to be
cat ast rophi ¢ when such costs incurred by an eligible person
exceed the anount of his applicable personal resource paynent as
determ ned pursuant to section 6.

(b) Any person who becones eligible for paynment for the
costs of eligible health care services determ ned to be
catastrophic shall remain eligible for such coverage during the
cal endar year in which he becones so entitled and during the

foll ow ng cal endar year if such person incurs an obligation
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during such follow ng cal endar year for the paynent of costs of
eligible health care services which are at | east equal to 25% of
t he amobunt of such person's personal resource paynent during the
precedi ng year of catastrophic coverage. Said amount shall then
be an eligible cost for catastrophic coverage during such
foll ow ng cal endar year.

(c) Costs of eligible health care services incurred on and
after October 1 of any cal endar year shall be construed as costs
incurred in the foll ow ng year.

Section 6. Personal Resource Paynment Conputation.--(a) To be
eligible for paynent by the Comonweal th of the costs of
eligible health care services of a catastrophic nature, an
el i gi bl e person nust have incurred an obligation to nmake the
appl i cabl e personal resource paynent conputed pursuant to this
section. Such paynent shall not be a cost payable by the
Commonweal t h pursuant to section 5.

(b) The applicabl e personal resource paynent shall be
determ ned on a cal endar year basis and shall not include the
paynents nade to neet the deductible of a najor nmedical plan or
the premumcosts of a health benefits plan. It shall include
t he coi nsurance paynents nmade under a mgj or nedical plan.

(c) The applicabl e personal resource paynent applies to the
obligation for paynment of the costs for eligible health care
services that are not covered under any health benefit plan,
except for heal th nmai ntenance organi zati on pl ans.

(d) The applicabl e personal resource paynents shall be
determined in relation to the extent of coverage for health
benefits, if any, to which an eligible person is otherw se
entitl ed.

(e) The applicable personal resource paynent of an eligible
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per son:

(1) Who has a qualified programshall be an amount equal to
$500 or to 10% of his all owabl e incone, whichever anount is
greater.

(2) Who has a programthat woul d have ot herw se been
qual i fied, except for a qualified major nedical health benefits
pl an, shall be an anpbunt equal to $1,250 or to 25% of his
al | owabl e i ncone, whichever anbunt is greater.

(3) Who has a plan or plan of health benefits which is not a
qual i fied program shall be an amobunt equal to the difference
bet ween costs covered by his plan or plans of coverage and costs
covered by a qualified program or an anmount whi ch does not
exceed $5,000 or 50% of his allocable income, whichever is
greater.

(4) Who has nedi care coverage and a qualified suppl enental
program shal | be an anbunt equal to $500.

(5) Who has nedi care coverage and does not have a qualified
suppl enental program shall be an anpbunt equal to $1, 000.

(6) Wo is not otherwise entitled to coverage under any
ot her health benefits plan shall be an anmobunt equal to either
$5,000 or to 50% of his allowable income, whichever anmount is
greater.

Section 7. Exclusions fromlncone Conputation.--All services
and charges therefor within any of the follow ng classifications
are excluded fromthe financial protection provided pursuant to
section 5 and shall not be included as applicabl e personal
resource paynents pursuant to section 6:

(1) Benefits provided pursuant to the |laws of the United
States including, but not limted to mlitary service-connected

disabilities, health care services provided for enployees of the
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Armed Forces of the United States, health care services financed
for the benefit of persons over 65 years of age and for persons
with insufficient inconme and assets to purchase benefits
pursuant to the laws of the United States, and health care
services which may be financed in the future on behal f of al
citizens by the United States.

(2) Care which is primarily for custodial or domciliary
pur poses.

(3) Cosnetic surgery, dentistry, optonetry, and chiropractic
unl ess prescribed by a physician as nedically necessary for
treatment of a condition resulting froman injury, illness or
di sability.

(4) Corrective appliances and artificial aids including, but
not limted to, hearing aids, dental appliances and dentures,
and corrective |l enses and eyegl asses, unless such appliances and
ai ds are prescribed by a physician as nedically necessary for
t he purpose of rehabilitation.

(5) Drugs and nedication not requiring prescriptions.

(6) Qutpatient psychiatric care in excess of 50% of the cost
incurred for such eligible health care services as may be
incurred in a cal endar year.

(7) Services delivered in facilities which have not been
certified by the Secretary of Health as qualified to provide
such servi ces.

(8) Services or itens furnished for any condition or
accidental injury arising out of and in the course of
enpl oynment, for which any benefits are avail abl e under the
provi sions of any worknen's conpensation |aw, tenporary
di sability benefits | aw, occupational disease |law or simlar

| egi sl ati on, whether or not the covered person clains or
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recei ves benefits thereunder, and whether or not any recovery is
had against a third party for resulting danages.

(9) Any benefits which are covered or payabl e under any
heal t h, accident or other insurance policy including any
benefits payabl e under the act of July 19, 1974 (P.L. 489,

No. 176), known as the "Pennsylvania No-fault Mtor Vehicle

I nsurance Act,"” any other private or governmental health benefit
system or through any simlar third party liability.

Section 8. Enployer Responsibility.--(a) Each enpl oyer
shall, in accordance with regul ati ons pronul gated by the
Commi ssi oner of Insurance in consultation with the Secretary of
Heal th, offer the opportunity for his enployees to enroll in any
avai l abl e qualified health nai ntenance organi zati on on the sane
absol ute dollar cost-sharing terns which may be provided for
ot her health benefits plans made avail abl e for enpl oyee
enrol | ment.

(b) The fair value of services rendered by a health
mai nt enance organi zation to a subscriber after such subscriber
has exhausted the services provided by the health mai ntenance
organi zation's qualified programshall be recognized as costs
for eligible health care services which may be included by the
subscri ber in computing his applicable personal resource paynent
pursuant to section 6.

Section 9. Qualification of Plans, Notice; Certification.--
(a) Upon application by an insurer for certification of a health
benefits plan or plans as a qualified program for the purposes
of this act, the Secretary of Health, after consultation with
t he Conmi ssioner of Insurance, shall make a determination wthin
90 days as to whether the applicant's plan or plans are

qual i fied, and shall publish in the Pennsylvania Bulletin and
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t he maj or newspapers of the Commonwealth on a sem annual basis
thereafter a notice that such plan or plans are qualifi ed.

(b) A programmay be certified for a period of two years,
if, at |east:

(1) It nmeets the m ninmum standards of this act.

(2) |Its insurer neets the duties established by this act and
the | aws of the Conmonwealt h.

(3) It provides benefits which are approximately equal in
scope and in actuarial value to the benefits described in
section 10.

Section 10. Qualification of Certain Plans Presuned. --Any
pl an or conbinati on of plans which provides the follow ng
benefits or their actuarial equivalent may be deened to be a
qual i fied program for the purposes of this act:

(1) Hospital services:

(i) One hundred twenty days of inpatient care in short-term
general hospitals, or 45 days in a specialized hospital,
including the full cost of a sem -private room accomodati on;
all nmeals and dietary services, including such special neals
whi ch an attendi ng physician may prescribe; general nursing
care, and intensive care; services by voluntary or paid hospital
enpl oyees, interns, other physicians in training, or by a
contractor with the hospital for rendering hospital services;
use of operating, cystoscopic, delivery, recovery, energency and
treatment roons, including their respective facilities and
equi pnent; all drugs, nedicine and nedications used in and
supplied by the hospital, including those which, at the tine
prescri bed, are in comercial production and are conmercially
avai l able to the hospital; all medical and surgical supplies

including, but not limted to, therapeutic solutions,
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anest hetics, oxygen, seruns, vaccines, intravenous preparations,
vi sual i zi ng dyes, dressings, bandages and casts, whether of
pl aster or other material conposition; diagnostic surgical
procedures and di agnostic tests including, but not limted to,
angi ocar di ogr aphy, aortography, arthrogram basal netabolism
bronchoscopy, cardiac catheterization, cerebral arteriography,
el ectrocardi ograns, el ectroencephal ograns, esophagoscopy,
gastroscopy, pneunoencephal ography, pul nonary functi on,
t horascopy, ventricul ography and insulin and shock therapy;
di agnostic and therapeutic X-ray, radium radon and radi oactive
i sotope therapy and chenot herapy; renal and henodi al ysis; bl ood
derivatives and substitutes, plasma, and charges for
adm ni stration, typing and cross-matching, but not charges for
whol e bl ood, and including the use of blood transfusion
equi pnrent and facilities; cardiac pacenakers, including
batteries, electrodes and replacenents, and inhal ati on and
oxygen therapy, speech and hearing therapy, occupational
t her apy, and physical therapy including, but not limted to,
physi ot her apy, el ectrotherapy, and hydrot herapy.

(i1i) Coverage of all costs and charges for treatnents, use
of equi pnment, and adm ni stration of such treatnents and
equi pnent by hospital personnel for the performance of all such
hospital services as defined in paragraph (1)(i).

(i1i1) Coverage of all necessary services as defined in
paragraph (1)(i) and (ii) for the inpatient nmaternity care,
i ncl udi ng pregnancy, childbirth, care related to pregnancy or
childbirth and any di sease, injury or condition in connection
therewith or incident thereto, except that an insured or
subscriber may be liable for the first $100 of cost of such

services, after which the qualified plan shall pay the bal ance.

19750S1033B1217 - 12 -



(iv) The full cost of outpatient care froma hospital, if it
is for: an accidental injury occurring not nore than 72 hours
after a poisoning or traumatic accident; a cardi ac pacemaker
foll omup exam nation; the renoval of inplanted orthopedic
har dware; the application of casts, whether of plaster or other
mat eri al; any of the diagnostic surgical procedures and
di agnostic tests set forth in paragraph (1)(i); renal and
henodi al ysis; services rendered in connection with bl ood
transfusi ons or paracenteses or both; and the use of an
operating roomfor an operation involving a cutting procedure,
use of general anesthesia, or reduction of a fracture or
di sl ocati on.

(v) The full cost of outpatient radiological services
i ncluding, but not limted to, diagnostic X-ray, radiotherapy
and di agnostic and therapeutic radioi sotopic services.

(vi) The full cost of all hospital services, both inpatient
and outpatient, for those services as defined in paragraph
(1)(i) and (ii) if such services are nmade necessary by
accidental injuries, or if the patient is admtted for the
extraction of one or nore bony inpacted teeth, treatnent of
mal i gnancy of the nouth, or oral surgery.

(2) Physician's charges for the follow ng services:

(1) surgical services, consisting of cutting, cauterizing or
ot her operative procedures requiring the use of surgical
instruments or the reduction of fractures and dislocations,

i ncluding routine pre and postoperative care, provided in a
hospital, hospital outpatient departnent, physician's office, or
the patient's hone;

(i1i) services of an assisting physician in connection with

such an operative procedure when the nature of such procedure is

19750S1033B1217 - 13 -
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such that an assisting physician is nedically necessary;

(1i1) services of a physician-anesthetist if anesthesia is
adm ni stered by a physician other than the surgeon or assisting
sur geon;

(iv) diagnostic services as |isted bel ow, whether perforned
in a physician's office, approved and |icensed nedi cal
| aboratory or in a hospital, when required for the diagnosis of
any condition due to illness or injury:

(A) diagnostic X-ray, radium radon and
radi oi sot opi ¢ exam nation

(B) el ectroencephal ogranms, basal netabolismtests
and el ectrocardi ogr ans;

(© such diagnostic surgical procedures and
di agnostic tests as set forth in paragraph (1) (i);

(D) laboratory tests, including pathol ogical
exam nations; and

(E) radiation treatnents by X-ray, radium external
radi ati on or radi oactive isotopes;

(v) physicians' visits to care for a bed patient in a short-
term general hospital up to 120 days per period of illness, or
for 45 days per period of illness in specialized hospitals,
except for routine preoperative and postoperative physical
exam nati ons;

(vi) consultation services, where nedically necessary in the
opi nion of the attendi ng physician, at the rate of one
consul tation per specialty per period of illness;

(vii) obstetrical delivery services, consisting of services
rendered incident to pregnancy or childbirth, or for any
di seases or injuries or conditions in connection therewith or

i ncident thereto, including, but not limted to, pre- and
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postnatal care

(viii) newborn baby care, when the exam nation and care is
provi ded by a physician other than the physician naking the
delivery or adm nistering anesthesia related to the delivery;

(i x) energency accident services perforned by a physician
within 72 hours of a traumatic or poisoning accident; and

(x) dental surgical services, if such services are made
necessary by an accidental injury and are rendered during the
hospitalization i mediately follow ng such an injury, or if for
the extraction of one or nore bony inpacted teeth or for
treatment of malignancy of the nouth.

(3) To supplenent the protection provided by paragraph
(1)(i) and (ii), the follow ng additional najor nedical
coverages shall be required as a condition for a program bei ng
certified as qualified:

(i) Up to $100,000 in coverage for an eligible person and
$100, 000 i n coverage for each covered dependent for the paynent
of eligible health care services, and such coverage may i ncl ude
alimt on such coverage during any one cal endar year of
$25, 000.

(i1i) The restoration of any anmount charged agai nst the
maxi mum coverage limt of an eligible person at the annual rate
of $4,000 or the anpbunt necessary to restore such coverage to
its maximum|limt, whichever is |ess.

(iii) Coverage for at |east 80%of the first $2,000, and for
100% above $2,000, of the costs of eligible health care services
after the insured or subscriber has paid an annual deducti bl e of
$100 or two $100 deductibles per famly for covered services.

(iv) Coverage for the foll ow ng services:

(A) health care services described in paragraph

19750S1033B1217 - 15 -
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(4)

(1)(i) and (ii) to the extent such services are not
covered by any other part of a qualified programor any
ot her health benefits plan;

(B) physicians' services, including home and office
vVisits;

(C professional anbul ance services locally to or
froma hospital for inpatients, or to a hospital accident
room fol |l owi ng an acci dent;

(D) drugs and nedications which require a witten
prescription;

(E) rental or purchase, whichever costs |ess, of
wheel chairs and ot her durabl e equi pnent used for nedical
treat ment excl usively;

(F) out-of-hospital speech therapy and physi cal
t her apy;

(G nmultiphasic screening exam nations;

(H) orthopedic braces, prosthetic appliances
including, but not limted to, artificial |inbs and eyes,
i ncludi ng repl acenent, repair or adjustnent;

(1) full-time or visiting nurse services by a
regi stered nurse or |icensed practical nurse when ordered
by an attendi ng physician, who deenms such nurse services
nmedi cal | y necessary, up to maxi mum charges of $750 per
year; and

(J) Services for diagnosis and treatnment of nental
and nervous di sorders provided, however, that an insured
shall be required to nake a 50% copaynent, and that the
paynment of the insurer shall in no event exceed $1,000 in
a case involving outpatient psychiatric treatnent.

Any plan or conbination of plans which provides benefits
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to persons over the age of 65 years may be deened to be a
qual i fied suppl enental program for the purposes of this act if
such plan or conbination of plans is designed to suppl ement
nmedi care and provide the foll ow ng coverages:

(i) the full cost of the hospital deductible and copaynent
of Part A of nedicare;

(ii) the full costs of the physicians' deductible and
copaynent amounts of Part B of medi care;

(1i1) paynments of anbunts equivalent to Parts A and B of
nmedi care for services rendered outside the United States;

(iv) hospital outpatient treatnent for accidents and nedi cal
ener genci es; and

(v) X-ray and other diagnostic tests conducted in the
hospital's outpatient departnment or in the doctor's office.

(5) Disapproval of any health benefits plan for
certification as a qualified programshall be subject to review
and a hearing in accordance with the procedure for contested
cases prescribed in the act of April 9, 1929 (P.L.177, No.175),
known as "The Adm nistrative Code of 1929."

Section 11. Duties of Health Care Providers.--(a) It shal
be the duty of providers of health care services:

(1) to provide health care services to any person in need of
such services without regard to the person's race, sex,
religion, age, nedical condition, occupational status or marital
status; and

(2) to provide health care services to insurers and ot her
persons at costs, charges or rates which are reasonabl e,
equi tabl e and nondi scri m natory.

(b) On the basis of the duties required by this act and on

the basis of other existing legal requirenents with respect to
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provi ders of health care services, the Secretary of Health shal
provi de by regulation for the certification of providers as
eligible for reinbursenments under qualified progranms and under
this act. Any providers not neeting the duties prescribed by
subsection (a) or violating any regul ati ons pronul gated pursuant
to this section may, after a hearing upon ten days' notice, be
deni ed such certification or have such certification revoked by
the Secretary of Health for a period not to exceed one year. No
provi der | acking such certification shall be entitled to

rei mbursenents under qualified prograns or fromthe Comobnweal th
pursuant to this act.

Section 12. Prior Approval by Insurance Comn ssioner.--(a)
No health benefits plan shall be certified as a qualified
program by the Secretary of Health until the contracts,
agreenents, policies, certificates, endorsenents, riders or
ot her docunents, hereinafter referred to as "forns," for use
wi th such plan, and the rates and premi uns to be charged
t heref or have been filed with and approved by the Conm ssioner
of Insurance. Such approval shall be based upon conpliance with
m ni mum st andards for formand prem uns for health benefits
pl ans established by regul ati ons pronul gated by the Comm ssi oner
of | nsurance.

(b) Such m ni mum standards shall be designed to carry out
the foll ow ng purposes:

(1) the provision of health benefits at rates and prem uns
whi ch are reasonabl e and nondi scrimnatory to insureds and
subscri bers, and adequate for the safety and soundness of
i nsurers;

(2) the reasonabl e standardi zation and sinplification of

coverages to facilitate consuner understandi ng and conpari sons;
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(3) the elimnation of provisions which may be m sl eadi ng or
unr easonably confusing in connection with the purchase of such
coverages or with the settlenent of clains;

(4) the elimnation of deceptive practices in connection
with the sale of such coverages;

(5) the elimnation of provisions which may be contrary to
t he health needs of the public;

(6) the availability of qualified plans to persons residing
in the Conmonweal th who apply therefor regardl ess of age, sex,
race, religion, occupational status, marital status, or nedi cal
condi ti on;

(7) the pronotion of efficient managenent of health care
services within the Conmonweal t h

(8) the elimnation of coverages which are so limted in
scope as to be of no substantial econom c value to the hol ders
t hereof; and

(9) the addition of coverages, the sale of which is required
by the public interest to protect the health of persons residing
in the Commonweal t h.

(c) Disapproval of any formor rate or prem um by the
Commi ssi oner of Insurance shall be subject to review and a
hearing in accordance with the procedure for contested cases
prescribed in the act of April 9, 1929 (P.L.177, No.175), known
as "The Adm ni strative Code of 1929."

Section 13. Insurance and Rei nsurance Agreenents.--(a) To
facilitate the offering of health benefits plans which neet the
requirenents for certification as qualified progranms, insurers
may enter into agreenents to formreinsurance facilities to
share the profits and | osses resulting from such plans. No such

agreenent shall be effective unless it conplies with the
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regul ati ons promul gated by the Conmm ssioner of Insurance for the
establ i shment and operation of such reinsurance facilities and
has been approved by the conm ssioner.

(b) If the conmm ssioner finds that the nunber of health
benefits plans certified as qualified prograns are insufficient
to adequately serve the health care needs of the public, he may
require all insurers authorized to wite health insurance in
this Cormonweal th, as a condition of their authority to continue
to transact such insurance, to be nenbers of a reinsurance
facility in accordance with the regul ati ons promnul gated by the
conmi ssi oner for such facilities.

Section 14. Suspension or Revocation of Certified Plans.--
(a) The Secretary of Health may suspend or revoke the
certification of a health benefits plan as a qualified program
if:

(1) |Its insurer violates any provision of this act or any
rule or regul ation pronul gated pursuant thereto.

(2) The plan is nodified in any respect w thout the approval
of the conm ssi oner.

(3) Any formor rate or premumis nodified without the
approval of the Conm ssioner of I|nsurance.

(4) Reinbursenent is nade to any provider not certified as
eligible for such rei nbursenent.

(5) The plan is inplenented in any way which is contrary to
or not consistent with its provisions as certifi ed.

(b) Prior to any such suspension or revocation the insurer
of the plan or any other interested party shall be entitled to a
review of the matter and a hearing in accordance with the
procedure for contested cases prescribed in the act of April 9,

1929 (P.L.177, No.175), known as "The Adm nistrative Code of
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1929. "

Section 15. Health Resources Devel opnent Fund.--(a) There is
her eby established in the Departnment of Health the health
resources devel opnment fund to be adm nistered by the Secretary
of Health in accordance with the provisions and for the purposes
herei nafter prescribed. Such fund shall consist of nbneys as may
be appropriated by the Legislature or received frominsurers or
ot her persons and nmay be expended by the comm ssioner as
herei nafter provi ded.

(b) Mneys in such fund may be expended by contract, |oan or
grant, to maintain, expand, and inprove health facilities,
heal th care services, and health education in this Comobnweal t h.
Such purposes shall include the follow ng: construction or
noder ni zation of health facilities, the education or training of
per sons who woul d be qualified to provide professional health
care services, the neeting of start-up costs of new fornms of
heal th delivery systens, such as health mai ntenance
organi zati ons, the provision of benefits for persons | acking
adequate i nsured coverage, and the devel opnent and
i npl enentation of experinments in |ower costs or to inprove the
quality, availability, and accessibility of health services.

(c) Moneys provided by | oan shall be disbursed for periods
not exceeding 25 years and at an annual rate of interest not
exceedi ng 5%

(d) Mneys may be made avail abl e for schol arshi ps for
education in any health care profession or occupation on the
condition that for each year of educational cost provided by the
fund the recipient is required to serve in any public service
enpl oynment related to health care services which is deened

accept abl e by the comm ssi oner.
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(e) Moneys disbursed fromthe fund shall be for purposes in
conformance wi th Comonweal t h plans for conprehensive health,
heal t h services, manpower and |and use, as approved by the
Gover nor

(f) The Secretary of Health shall establish criteria for
eligible capital projects and eligible education and training
projects which are consistent with the conprehensive health,
manpower and | and use plans approved by the Governor.

Section 16. Allocation of Funds to Health Resources
Devel opnent.--(a) Notw thstandi ng any provision of its articles
of incorporation, bylaws, or other enabling docunents or laws to
the contrary, an insurer is hereby authorized to allocate suns
of noney, derived fromthe collections of prem unms, to the
heal t h resources devel opnent fund.

(b) Notw thstanding any provision of its articles of
i ncorporation, bylaws, or other enabling docunents or law to the
contrary, an insurer is further authorized to expend on an
annual basis a sum of noneys equal to not nore than 5%of its
previ ous year's prem umincone for a project approved by the
Secretary of Health. The secretary is authorized to approve
projects which are in conformance with purposes of section 15
and with the criteria established pursuant thereto.

Section 17. Additional Power and Duties for the Secretary of
Heal th and I nsurance Commission.--(a) In order to carry out his
functions, powers and duties and the duty of the Commobnwealth to
pay for the costs of eligible health care services of eligible
persons which are determ ned to be catastrophic under this act,
the Secretary of Health is authorized:

(1) to enter into contracts with insurers to underwite on

an insurance basis such Cormonweal th duty, or to act as a fiscal
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agent for the Conmmonwealth to carry out such duty, or for any
ot her purpose reasonably related to such duty;

(2) to establish procedures for paynent of benefits to
el i gi bl e persons, which shall include provisions for time limts
for filing clainms, review of clainms and the approval or
di sapproval thereof, hearings for appeal of disapproval of
claims, and any other procedural matters as may be necessary to
provide for the pronpt, efficient and equitable handling of
clainms for such benefits; and

(3) to pronulgate any rule or regul ati on he deens necessary
to effectuate the purposes of this act.

(b) The Conm ssioner of Insurance is authorized to
pronmul gate any rule or regul ation he deens necessary to carry
out his functions, powers and duties under this act.

Section 18. State or Federal Agreenents.--The Insurance
Commi ssioner and the Secretary of Health, subject to the
approval of the Governor, are authorized to enter into agreenent
with appropriate officials of a sister state or of the United
States to carry out any of their duties under this act.

Section 19. Report Required.--(a) The Secretary of Health
shall provide for a health cost report to be nade not |ater than
180 days after enactnent of this act to the Governor and the
Legislature on the legislative and admi nistrative steps
required:

(1) to provide for nore conprehensive protection against the
costs of health care services for persons not covered by a
heal th benefits plan;

(2) to control the rising cost of health care services;

(3) to provide for nore efficient adm nistration of health

care services by the Conmonweal t h;
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(4) to establish nore efficient and uniformrate setting
processes for the Conmonweal th's purchase of health care
servi ces and goods;

(5) to reduce out-of-pocket costs of health care services to
persons residing in the Commonweal t h;

(6) to establish a uniformreporting systemfor providers
for the cost of health care services; and

(7) to respond to such other changes in health care
financing, planning, and regulation as may be required in the
Commonweal th in the event of the passage of a national health
i nsurance act.

(b) In preparing such report, the comm ssioner shall consult
with and seek the advice and assistance of the State Treasurer,
t he Conmm ssioner of Insurance, the Secretary of Public Welfare,
the Secretary of Labor and Industry and the Directors of the
Wor knen' s Conpensati on Bureau, the Secretary of Educati on,
representatives of insurers and providers, and representatives
of enpl oyer and enpl oyee organi zati ons.

Section 20. Annual Reports Required.--The Secretary of
Heal t h shall nake an annual report to the Governor and the
Legi slature not later than January 30 of each year outlining in
specific detail the health conditions of the people of the
Commonweal th, the | evel of health care services available to the
peopl e of the Commonweal th, the anpbunt of funds spent in the
previ ous year by public and private agencies and consuners for
heal th care services, and unnmet health needs of the people of
t he Comonweal th, the anmounts of noneys disbursed for the
entitlements established under this act, and the anmounts of
noneys whi ch may be needed according to actuarial estimtes to

neet those entitlenents in the followi ng two years.
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1 Section 21. Ef fective Date.--This act shall take effect 180

2 days follow ng enactnent.
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