PRI OR PRI NTER S NO. 1403 PRINTER S NO. 1411

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 11655

I NTRODUCED BY HOLL, OCTOBER 20, 1997

SENATOR HOLL, BANKI NG AND | NSURANCE, AS AMENDED
OCTOBER 21, 1997
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AN ACT

Providing for the regulation of individual access to health care
i nsurance and for penalties.

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 Health Care
I nsurance | ndividual Accessibility Act.

Section 2. Purpose.

It is necessary to maintain the Coormonweal th's sovereignty
over the regulation of health insurance in this Comonweal t h by
conplying with the requirenments of the Health Insurance
Portability and Accountability Act of 1996 (Public Law 104-191,
110 Stat. 1936). This act is intended to nmeet those requirenents
while retaining the Commonweal th's authority to regulate health
insurance in this Commonweal t h.

Section 3. Definitions.

(a) GCeneral rule.--The follow ng words and phrases when used
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in this act shall have the neanings given to themin this
section unless the context clearly indicates otherw se:

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

Conpany, " "associ ation"” or "exchange.” An entity holding a
current certificate of authority which are defined in section
101 of the act of May 17, 1921 (P.L.682, No.284), known as The
| nsurance Conpany Law of 1921.

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

Designated insurers.” An insurer required to offer health
coverage to eligible individuals under section 4.

"Eligible individual." A resident of this Conmonweal th who
neets the definition in section 2741(b) of the Federal Health
I nsurance Portability and Accountability Act of 1996 (P.L.104-
191, 110 Stat. 1936).

"Federal act." The Federal Health Insurance Portability and
Accountability Act of 1996 (P.L.104-191, 110 Stat. 1936).

"Fraternal benefit society.” An entity holding a current
certificate of authority in this Commonweal th under the act of
Decenber 14, 1992 (P.L.835, No.124), known as the Fraternal
Benefit Societies Code.

"Heal t h mai nt enance organi zation" or "HVMO." An entity
hol ding a current certificate of authority under the act of
Decenber 29, 1972 (P.L.1701, No.364), known as the Health
Mai nt enance Organi zati on Act.

"Hospital plan corporation.” An entity holding a current
certificate of authority organi zed and operated under 40 Pa.C. S.
Ch. 61 (relating to hospital plan corporations).

“Insurer.”™ A foreign or donestic insurance conpany,

associ ation or exchange, health maintenance organi zati on,
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hospital plan corporation, professional health services plan
corporation, fraternal benefit society or risk-assunm ng
preferred provider organization. The term does not include a
group health plan as defined in section 2791 of the Federal
Heal th I nsurance Portability and Accountability Act of 1996
(P.L.104-191, 110 Stat. 1936).

"Medical loss ratio." The ratio of incurred nedical claim
costs to earned prem uns.

"Preferred provider organization" or "PPO" An entity
hol ding a current certificate of authority organi zed and
oper at ed under section 630 of the act of May 17, 1921 (P.L.682,
No. 284), known as The Insurance Conpany Law of 1921.

"Professional health services plan corporation.” An entity
hol ding a current certificate of authority organi zed and
operated under 40 Pa.C. S. Ch. 63 (relating to professional
heal th services plan corporations). The term does not include
dental service corporations or optonmetric service corporations,
as defined under 40 Pa.C.S. 8 6302(a) (relating to definitions).

(b) Adoption of Federal act.--The words, terns and
definitions found in the Federal Health Insurance Portability
and Accountability Act of 1996 (P.L.104-191, 119 Stat. 1936),
i ncludi ng those in section 2791, are hereby adopted for purposes
of inplenmenting this act unless otherw se provided by this act.
The term "health insurance issuer” found in section 2791(b)(2)
of the Federal Health Insurance Portability and Accountability
Act of 1996 (P.L.104-191, 110 Stat. 1936) shall have the sane
meani ng as "insurer” in subsection (a).
Section 4. Designated insurers.

(a) Alternative mechanismrequirenments.--The foll ow ng

insurers shall conply with sections 5 and 6 in order to
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i npl enent the alternative mechani smrequirenents of the Federal

act :
(1) Hospital plan corporations.
(2) Professional health services plan corporations.
(b) Certain parent designated insurers.--1f a designated

i nsurer owns a hospital plan corporation or a professional
heal th services plan corporation which provides services within
substantially the sanme service area as the parent organization,
t he subsidiary hospital plan corporation and professional health
services plan corporation are not required to offer coverage to
eligible individuals if the parent organization offers coverage
to eligible individuals under sections 5 and 6.
Section 5. Alternative mechanismin individual market.
(a) Rights of eligible individuals.--A designated insurer
shal I :
(1) O fer continuous year-round open enrollnent to
el i gi bl e individuals.
(2) Ofer to eligible individuals, upon request, a
choice of at least two individual health insurance policies,
as specified in section 6.
(3) Issue to eligible individuals, upon request, an
i ndi vidual policy that neets the requirenents of section 6.
(b) Policy limtations.--Unless an eligible individual
chooses to purchase a policy pursuant to section 6(c), a policy
of fered or issued to an eligible individual under section 6
shall not contain preexisting condition limtations or
restrictions.
(c) Financial subsidization for eligible individuals.--
Desi gnated insurers shall provide financial subsidization of

policies issued to eligible individuals. Designated insurers
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shall file for review by the comm ssioner a nmethod for financial
subsidi zation in all rate filings on policy choices for eligible
i ndi vidual s. The total subsidy provided by the designated
insurer to all of its products shall not be affected by the
requi renent to subsidize products issued to eligible

i ndi vi dual s.

Section 6. Policy choice for eligible individuals.

(a) Conprehensive and standard policies. --Designated
insurers shall offer eligible individuals a choice of policies.
The choi ces shall include:

(1) At least one other policy that is conparable to a
standard health i nsurance policy or a conprehensive health

i nsurance policy being actively marketed by the insurer to

persons other than eligible individuals in the voluntary

i ndi vi dual nmar ket .

(2) At least one other policy that is being actively

mar keted by the insurer to persons other than eligible

individuals in the voluntary individual market.

(b) Filing requirenments.--Each designated insurer shall file
with and identify to the comm ssioner the conprehensive policy
formor the standard policy formthe insurer intends to offer to
eligible individuals under subsection (a)(1). A designated
insurer may elect to identify nore than one conprehensive or
standard policy formwhich will be offered to eligible
i ndi viduals. Each policy formshall contain benefits and Iimts
conparable to policies being actively nmarketed to persons ot her
than eligible individuals in the voluntary individual nmarket.
The policy fornms shall be considered conparable even if the
policies marketed in the voluntary individual nmarket include a

preexi sting condition exclusion.
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(c) Preexisting condition provisions.--Nothing in this act
shall prohibit an eligible individual from purchasing a policy
whi ch includes a preexisting condition provision or is not
ot herwi se offered under this section froma designated insurer
or any other insurer.

Section 7. Coordination of benefits.

Benefits provided under individual policies by an insurer may
be subject to coordination of benefits with any other group
policy, individual policy, Federal or State government program
| abor - managenent trustee plan, union welfare plan, enployer
organi zati on plan or enpl oyee benefit organi zati on plan, except
as ot herw se provided by |aw.

Section 8. Excessive |oss provision.

(a) GCeneral rule.--At any tine, the designated insurer may
file for a rate adjustnment for products offered under section 6
with the comm ssioner in accordance with the act of Decenber 18,
1996 (P.L.1066, No.159), known as the Accident and Health Filing
Ref or m Act .

(b) Request for hearing.--The designated insurer may request
that the comm ssioner conduct a hearing if:

(1) the | osses experienced by the designated insurer on
products offered under section 6(a)(1) or by eligible

i ndi vi dual s under section 6(a)(2) require a rate increase of

greater than 20% and the | osses are in excess of a 110%

nmedi cal loss ratio for any cal endar year; or

(2) the designated insurer requested a rate increase for
products under section 6(a) and has reason to believe that
continuation as a designated insurer will have a detrinental
impact on its financial condition or solvency.

(c) Action by comm ssioner.--Upon the request of a
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desi gnat ed i nsurer under subsection (b), the conm ssioner shal
conduct a public hearing regarding the rate filing, nedical |oss
ratio and the inpact that being a designated insurer is having
on the designated insurer's solvency. The hearing shall be held
as provided for in 2 Pa.C.S. Ch. 5 Subch. A (relating to
practice and procedure of Commonweal th agencies). Follow ng the
heari ng, the comm ssioner shall determ ne the extent of the
i mpact, if any, of being a designated insurer under this act on
the designated insurer's rate filing, medical loss ratio,
overal | operations and sol vency, and shall do one or nore of the
fol | ow ng:
(1) grant, nodify or deny the requested rate filing; or
(2) request to withdraw fromthe approved alternative
mechani sm and to authorize inplenentation of the Federal
default standards set forth in section 2741 of the Federal
act .
Section 9. Review of filings.

The departnent shall review filings submtted under sections
5(c), 6(b) and 8(a) in accordance with the act of Decenber 18,
1996 (P.L.1066, No.159), known as the Accident and Health Filing
Ref or m Act .

Section 10. Conversion policies.

(a) Notification.--Notification of the conversion privilege
shall be included with each certificate of coverage issued under
section 621.2(d) of the act of May 17, 1921 (P.L.682, No.284),
known as The I nsurance Conpany Law of 1921. Each certificate
hol der in an insured group shall be given witten notification
of the conversion privilege and its duration within a period
begi nni ng 15 days before and ending 30 days after the date of

term nation of the group coverage. The certificate holder or the
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hol der' s dependent shall have no | ess than 31 days foll ow ng
notification to exercise the conversion privilege. Witten
notification provided by the contract hol der and supplied to the
certificate holder or mailed to the certificate holder's |ast
known address or the |ast address furnished to the insurer by
the contract hol der or enployer shall constitute full conpliance
with this section.

(b) Limtation on rates for conversion policies.--The
prem umrates for individuals who purchase a conparabl e GROUP
conversion policy offered pursuant to applicable | aw shall be
limted to 120% of the approved premumrates for conparable
group cover age.

Section 11. Penalties.

(a) General rule.--Upon satisfactory evidence of a violation
of this act by an insurer or other person, the conm ssioner nay
pursue any one or nore of the follow ng penalties:

(1) Suspend, revoke or refuse to renew the |icense of
the insurer or other person.

(2) Enter a cease and desi st order.

(3) Inmpose a civil penalty of not nore than $5, 000.

(4) Inmpose a civil penalty of not nore than $10, 000 for

a wllful violation of this act.

(b) Limtation.--Penalties inposed on an insurer or other
person under this act shall not exceed $500,000 in the aggregate
during a single cal endar year.

Section 12. Regul ations.

The departnent may pronul gate regul ati ons as nay be necessary

or appropriate to carry out this act.
Section 13. Expiration.
This act shall expire on Decenber 31, 2000.
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1 Section 14. Ef fecti ve date.

2 This act shall take effect January 1, 1998.
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