PRINTER S NO. 2237

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1856 5

| NTRODUCED BY COLAFELLA, COLAI ZZO, VEON, BUXTON, CLARK, NI CKQL,
OLASZ, LAUB, DeLUCA, LAUGHLIN, BATTI STO KASUNI C, JOSEPHS
SATHER, JARCLI N, CEI ST, MELI O PETRONE, TRELLO, PRESTON AND
PI STELLA, JUNE 22, 1993

REFERRED TO COVM TTEE ON | NSURANCE, JUNE 22, 1993

OCO~NOUITARWNE

AN ACT

Amendi ng the act of May 17, 1921 (P.L.789, No.285), entitled, as
anended, "An act relating to insurance; establishing an
i nsurance departnent; and anendi ng, revising, and
consolidating the law relating to the |icensing,
qual i fication, regulation, exam nation, suspension, and
di ssol ution of insurance conpanies, Lloyds associations,
reci procal and inter-insurance exchanges, and certain
societies and orders, the exam nation and regulation of fire
i nsurance rating bureaus, and the |icensing and regul ati on of
i nsurance agents and brokers; the service of |egal process
upon foreign insurance conpani es, associ ations or exchanges;
provi di ng penalties, and repealing existing | aws," providing
for cease and desist authority and for regul ati ons of
i nsurance adm nistrators and nultiple enpl oyer welfare
arrangements.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. The act of May 17, 1921 (P.L.789, No.285), known
as The I nsurance Departnent Act of 1921, is anended by adding a
section to read:

Section 107. Cease and Desist Authority.--(a) |In addition

to the penalties provided for in this act and upon reasonabl e

belief that any person, insurance conpany, associ ation or
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exchange has vi ol ated any provision of this act or any order or

requi renent of the | nsurance Conm ssioner issued or pronul gated

pursuant to authority expressly granted the | nsurance

Conmmi ssi oner by any provision of this act or law, or is about to

vi ol ate any such provision, order or requirenent, the |nsurance

Conmmi ssi oner may i ssue a cease and desi st order. Notice of the

cease and desi st order and notice of hearing shall be served by

first class mail.

(b) Unless nutually agreed upon by the | nsurance Depart nent

and the i nsurance conpany, associ ati on, exchange or person, the

heari ng shall be held not nore than fifteen days after issuance

of the order. Any adjudication of the | nsurance Conmi ssi oner

under this subsection shall be in accordance with and subject to

revi ew and appeal in accordance with 2 Pa.C.S. Ch. 5 Subch. A

(relating to practice and procedure of Commpbnweal th agenci es)

and Ch. 7 Subch. A (relating to judicial review of Conmpbnweal th

agency action).

(c) Upon satisfactory evidence that any person, insurance

conpany, associ ati on or exchange has willfully violated a cease

and desi st order issued under this subsection, the | nsurance

Conmmi ssioner may, in his discretion, inpose a civil penalty of

not nore than five thousand dollars ($5,000) for each and every

act in violation of the cease and desi st order.

Section 2. The act is anmended by adding articles to read:

ARTI CLE X

I NSURANCE ADM NI STRATOR LI CENSURE

Section 1001. Short Title.--This article shall be known and

may be cited as the "Il nsurance Adm ni strator Licensure Act."

Secti on 1002. Definitions.--The foll owi ng words and phrases

when used in this article shall have the meani ngs given to them
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in this section unless the context clearly indicates otherw se:

"Adm ni strator” neans any person who coll ects charges or

prem uns fromor who adjusts or settles clains for residents of

this Commonwealth in connection with life or health coverage or

annuities. The termshall specifically include any person who

coll ects charges or premuns fromor who adjusts or settles

clains for residents of this Commonweal th in connection with

life or health coverages or annuities provided by or through an

enpl oye benefit plan, including, but not limted to, nultiple

enpl oyer wel fare arrangenents and self-insured nmunicipalities or

other political subdivisions. The termshall not include any of

the foll ow ng:

(1) An enployer on behalf of its enpl oyes or the enpl oyes of

one or nore subsidiary or affiliated corporations of such

enpl oyer .

(2) A union on behalf of its nenbers.

(3) An insurance conpany which is either licensed in this

Commpnweal th or acting as an insurer with respect to a policy

lawfully i ssued and delivered by it and pursuant to the | aws of

a state in which the insurer was authori zed to do an i nsurance

busi ness.

(4) Professional health services plan corporations organi zed

under 40 Pa.C.S. Ch. 63 (relating to professional health

services plan corporations) or hospital plan corporations

organi zed under Ch. 61 (relating to hospital plan corporations),

subject to any linmtations i nposed by Chs. 61 and 63.

(5 Alife or health agent or broker licensed in this

Commpnweal th, whose activities are limted exclusively to the

sal e of insurance.

(6) A creditor on behalf of its debtors with respect to

19930H1856B2237 - 3 -
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i nsurance covering a debt between the creditor and its debtors.

(7) A trust, its trustees and enpl oyes acti ng thereunder

established in conformty with section 302 of the Labor

Managenent Rel ations Act, 1947 (61 Stat. 136, 29 U.S.C. 186).

(8) A trust exenpt fromtaxation under section 501(a) of the

| nternal Revenue Code of 1954 (68A Stat. 3, 26 U S.C.), its

trustees, and enpl oyes acting thereunder, or a custodian, its

agents and enpl oyes acti ng pursuant to a custodi an account which

meets the requirenents of section 401(f) of the Internal Revenue

Code of 1954.

(9) A bank, credit union or other financial institution

which is subject to supervision or exam nati on by Federal or

St at e banki ng aut horiti es.

(10) A credit card issuing conpany whi ch advances for its

credit cardhol ders and coll ects prem uns or charges fromits

credit cardhol ders who have authorized it to do so, provided

such conpany does not adjust or settle clains.

(11) A person who adjusts or settles clains in the nornal

course of his practice or enpl oynent as an attorney-at-| aw and

who does not coll ect charges or premuns in connection with life

and heal th i nsurance coverage or annuiti es.

(12) A person licensed as a nmanadgi ng general agent in this

Commpnweal th, whose activities are limted exclusively to the

scope of activities conveyed under that |icense.

"Benefit plan" neans an insured or wholly or partially self-

f unded coverage pl an which, by neans of direct paynent,

rei nbursenent or other arrangenent, provides partial or conplete

coverage for services, including, but not limted to, nedical,

surgical, chiropractic, physical therapy, speech pathol ogy,

audi ol ogy, professional nental health, dental, hospital or

19930H1856B2237 - 4 -
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vision care or for drugs or other itens reasonably rel ated

t her et 0.

"Commi ssi oner"” nmeans the | nsurance Conmmi ssi oner of the

Commpnweal t h.

"Departnent” means the | nsurance Departnent of the

Commpnweal t h.

Secti on 1003. Li cense Required; Application; Unlicensed

Activity.--On and after the effective date of this act, no

person shall act as or hold hinself out to be an adm ni strat or

in this Commonweal th, other than an adjuster licensed in this

Commpnweal th for the ki nds of business for which he is acting as

an adninistrator, unless he shall hold a |license as an

admi ni strator issued by the departnent. The |icense shall be

renewabl e biennially. The |icense shall be i ssued by the

departnent to an adnmini strator unl ess the departnent deternines

that the adm nistrator is not conpetent, trustworthy,

financially responsi bl e or of good personal and busi ness

reputati on or has had a previous application for an insurance

|i cense denied for cause within five years. Al applications

shall be acconpanied by a filing fee of one hundred doll ars

($100). An applicant whose |license is denied nay request a

hearing pursuant to 2 Pa.C.S. (relating to adninistrative | aw

and procedure).

Secti on 1004. Fi nanci al Responsibility and Security

Requi renents.--All adm nistrators shall be required to mai ntain

an errors and om ssions insurance policy and al so to nmi ntain

financial responsibility in the formof a fidelity bond or a

clean irrevocabl e and uncondi ti onal and ever-green |letter of

credit or, as established by requl ati on, other formof security

acceptable to the departnent. Financial responsibility shall be

19930H1856B2237 - 5 -
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est abl i shed and nai ntai ned each year in an anount equal to fifty

per centum of the average anpunt of funds entrusted to the

adm ni strator by benefit plans for the precedi ng twel ve nonths,

but not to exceed five hundred thousand doll ars ($500, 000) for

any plans other than nultiple enpl oyer wel fare arrangenents.

Section 1005. Witten Agreenent Necessary.--An adm ni strator

must have a witten agreenent between the adm ni strator and the

entity providing the benefit plan. The witten agreenent shal

be retained as part of the official records of the adm ni strator

for the duration of the agreenent and five years thereafter. The

witten agreenent shall conply with the requirenents of this

act. Where an insurance policy is issued to a trustee or

trustees, a copy of the trust aqgreenent and any anendnents

thereto shall be furnished to the insurer by the adni ni strator

and shall be retained as part of the official records of both

the benefit plan and the adm ni strator for the durati on of the

contract and five years thereafter.

Secti on 1006. Paynent to Adnini strator.--The paynent to the

adm ni strator of any premuns or charqges for benefit coverage by

or on behalf of those persons covered by the benefit plan shal

be deened to have been recei ved by the benefit plan, and the

paynent of return prem uns, charges or clains by the benefit

plan to the adm ni strator shall not be deened paynent to the

person or claimant until the paynents are received by the person

or claimant. Nothing in this section shall limt any right of a

benefit plan agai nst the admnistrator resulting fromits

failure to make paynents to the benefit plan, those persons

covered by the benefit plan or clai nants.

Secti on 1007. Mai nt enance of | nformation; Exan nation. - -

Every adnministrator shall maintain, at its principal

19930H1856B2237 - 6 -
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admini strative office for the duration of the witten aqgreenent

referred to in section 1005 and five years thereafter, adequate

books of all transactions and records of all transactions

between it, the benefit plan and persons covered under the

benefit plan. The conmi ssi oner shall have access to all books

and records which are the property of admnistrators required to

be mai ntained by this act for the purpose of exanm nation, audit,

i nspecti on and i nvestigati on. Books and records, the property of

bona fide enpl oye benefit plans establi shed by an enpl oyer or

enpl oye organi zati on, or both, may be available to the

departnent for audit, inspection, exan nation or investigation

at the option of the enpl oyer or enpl oye organi zati on. Not hi ng

in this subsection is intended to abridge or interfere with the

departnent's authority to review all records necessary to

deternmine jurisdiction over any entity that may be subject to

this or other insurance | aws generally. Expenses incurred by the

departnent in exam nati on of adm nistrators shall be paid by the

admi ni strator in the sane nmanner, and in the same anpunts,

pursuant to the exam nati on provi sions of this act and

applicable regul ati ons. Trade secrets, including the identity

and addresses of policyholders and certificate holders, will be

treated as confidential by the departnent, except the depart nent

may use that information in proceedi ngs instituted agai nst the

admi ni strator. The entity providing the benefit plan shal

retain the right to conti nuing access to the books and records

of the adm nistrator sufficient to pernit the benefit plan to

fulfill all of its contractual obligations to the persons

covered under the benefit plan, subject to any restrictions in

the witten agreenent between the entity providing the benefit

pl an and the adm ni strator on the proprietary rights of the

19930H1856B2237 - 7 -
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parties in the books and records.

Secti on 1008. Approval of Advertising.--The adm ni strator

may use only advertising or solicitation naterials of persons

covered by a benefit plan as has been approved in advance by the

entity providing the benefit plan.

Secti on 1009. Prem um Col | ection.--All charges or premnm uns

collected by an adnministrator on behalf of or for a benefit plan

and return charges or premuns received froma benefit plan

shall be held by the adm nistrator in a fiduciary capacity. The

funds shall be inmmediately renitted to the person or persons

entitled thereto or shall be deposited pronptly in one or nore

appropriately identified bank accounts i n banks that are nenbers

of the Federal Reserve System |f charges or prem uns SO

deposi t ed have been coll ected on behalf of or for nore than one

benefit plan, the administrator shall nmaintain the accounts to

clearly record the deposits in and withdrawals fromthe account

on behal f of each benefit plan. The adninistrator shall pronptly

obtain and keep copies of all such records and, upon request of

an entity providing a benefit plan, shall furnish the entity

providing a benefit plan with copies of records pertaining to

deposits and withdrawal s on behalf of or for the benefit plan.

The admi ni strator shall not pay any claimby withdrawals from

the fiduciary account. Wthdrawals fromthe fiduciary account

shall be made, as provided in the witten agreenent between the

admi ni strator and the entity providing a benefit plan, for:

(1) Renmittance to a benefit plan entitl ed thereto.

(2) Deposit in an account maintained in the nane of the

benefit pl an.

(3) Transfer to and deposit in a clai ns-payi ng account.

(4) Paynent to a benefit plan for renittance to an i nsurer

19930H1856B2237 - 8 -
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entitled thereto.

(5) Paynent to the administrator of its conni ssion, fees or

(6) Renmittance of return prem uns or charges to the person

or persons entitled thereto.

Section 1010. C aim Adjustnent and Settl enent.--Wth respect

to any contracts where an adm ni strator adjusts or settles

clains, the conpensation to the admi nistrator with regard to the

contracts shall in no way be conti ngent upon cl ai m experi ence.

This section shall not prevent the conpensati on of an

admi ni strator from bei ng based upon preni uns or charqges

coll ected or nunber of clains paid or processed.

Section 1011. Noti fi cati on Required.--Were services of an

admi ni strator are utilized, the admi nistrator shall provide a

witten notice approved by the entity providing the benefit plan

to persons covered by the benefit plan advising them of the

identity of and rel ati onship anong the adnministrator, the entity

providing the benefit plan and the insurer, if any. Wiere an

admi ni strator collects funds, it nust identify and state

separately in witing to the person payi ng any charge or prem um

to the adm ni strator for coverage the anount of any such charge

or premium specified by the benefit plan for the coverage.

Section 1012. Regul ati ons; Applicability of Laws.--The

conmmi ssi oner may pronul gate rules and reqgul ati ons to i npl enent

and enforce the provisions of this article. The provisi ons of

the act of July 22, 1974 (P.L.589, No.205), known as the "Unfair

| nsurance Practices Act," shall apply to adm ni strators subj ect

to this article.

Section 1013. Penal ti es; Suspensi on and Revocati on.--(a)

Failure to hold a |license shall subject the adm nistrator to a

19930H1856B2237 - 9 -
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civil penalty of not | ess than one thousand dollars ($1,000) nor

nore than five thousand dollars ($5,000) for each instance of

unl i censed activity.

(b)Y After notice and hearing, the conmm ssi oner may do any

one or nore of the foll ow ng:

(1) Suspend, revoke or refuse to renew the |license of an

adm ni strator.

(2) Inpose a civil penalty on an adm ni strator of not nore

than five thousand dollars ($5,000) for each violation.

(3) Oder restitution upon finding that the admn ni strator

violated any of the requirenents of this act or requl ati ons or

the adnministrator i s not conpetent, trustworthy, financially

responsi bl e or of good personal and busi ness reputation. Al

proceedi ngs shall be pursuant to 2 Pa.C.S. (relating to

admi ni strative | aw and procedure).

ARTI CLE Xl

MULTI PLE EMPLOYER

VELFARE ARRANGEMENTS

Section 1101. Short Title.--This article shall be known and

may be cited as the "Miulti ple Enpl oyer Welfare Arrangenent Act."

Section 1102. Definitions.--The foll owi ng words and phrases

when used in this article shall have the nmeani ngs given to them

in this section unless the context clearly indicates otherw se:

"Commi ssi oner"” nmeans the | nsurance Conmi ssi oner of the

Commpnweal t h.

"Departnent"” means the | nsurance Departnent of the

Commpnweal t h.

"Fully insured" neans a policy or certificate approved for

use by the | nsurance Departnent conpletely underwitten by an

i nsurance conpany licensed to do business in this Commonweal th

19930H1856B2237 - 10 -



1 and does not refer to stop-loss coverage, partial coverage or

2 reinsurance.

3 "Multiple Enployer Welfare Arrangenent” or "MEWA' neans the
4 termas defined in section 3 of the Enployee Retirenent |ncone
5 Security Act of 1974 (ERISA) (Public Law 93-406, 88 Stat. 829)
6 and which neets either or both of the following criteria:

7 (1) One or nore of the enployer nenbers of the MEWA is

8 either domciled in this Conmonwealth or has its principa

9 headquarters or principal admnistrative office in this

10 Commonweal t h.

11 (2) The MEWA solicits one or nore enployers that are

12 domiciled in this Conmonwealth or have their principal

13 headquarters or principal admnistrative office in this

14 Commonweal t h.

15 "Net worth" nmeans the excess of total admtted assets over
16 liabilities, but not including fully subordinated debt.

17 "Person” neans any natural individual or individuals,

18 association, exchange, copartnership, corporation, partnership,
19 agent, conpany, insurer, organization, society, reciprocal or
20 interinsurance exchange, syndicate, business trust, Lloyd's
21 association, entity, group or departnent of underwiters.
22 Section 1103. Certificate of Authority.--(a) No MEWA shal
23 operate in this Commobnwealth without first obtaining a
24 certificate of authority or an exenption fromthe departnent.
25 (b) Any MEWA desiring to provide coverage in this
26 Commonwealth shall apply to the departnent for a certificate of
27 authority on forns prescribed by the departnent, and the
28 application shall be verified by an officer, director or
29 authorized representative of the applicant. Each application for

30 a certificate of authority and all acconpanyi ng docunents shal

19930H1856B2237 - 11 -
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be submitted in triplicate. Each application shall set forth or

be acconpani ed by the follow ng information:

(1) A conplete description of the plan, including

eligibility requirenents for nmenbers, procedures for nenbership

wi t hdrawal and expul si on, any enpl oye contri buti ons, benefits

provided and |limtati ons and excl usi ons.

(2) A copy of the constitution, articles of association or

byl aws of the trade associ ation, industry associ ati on or

pr of essi onal associ ati on of enpl oyers or professionals which has

establi shed the nultiple enpl oyer health care pl an.

(3) A copy of any trust agreenent under which a trust fund

is to exi st and operat e.

(4) The nanes, addresses and bi ographi cal sunmaries of the

plan's trustees, officers, directors or any other nenber of the

governi ng body of the pl an.

(5) The nanes of persons who will solicit, negoti ate,

procure or affect applications for coverage under the plan.

(6) A listing of the nanes and addresses of the enpl oyers

participating in the plan, including those enpl oyers whose

princi pal office or headquarters is | ocated outside of this

Commpnweal t h.

(7)) A copy of the service contract or witten agreenent nade

with a third-party adm ni strator. A copy of any service contract

or witten agreenent to provide adnm nistrative servi ces nade

with an insurer, health nmai nt enance organi zati on, nonst ock

health services plan or nonstock dental or optonetric services

plan.

(8) The nanes, addresses and professional qualifications of

the individuals who are responsi ble for the conduct of the

affairs of the plan's third-party adni ni strator

19930H1856B2237 - 12 -
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(9) Financial statenents showi ng the applicant's assets,

liabilities and sources of financial support and a copy of the

applicant's nost recent audited financial statenment prepared by

a certified public accountant, unless the departnment directs

that additional or nore recent financial information is

requi red. The departnent nay require that additional reports,

exhibits or statenents be filed to furnish full information

concerning the conditi on, sol vency, experience, transacti ons or

affairs of the plan. The departnment nay al so require the plan to

provide pro forma financial statements showi ng the plan's

proj ection of anticipated operating results for the foll ow ng

year or_years.

(10) A copy of the policy, contract, certificate, plan

descri ption, schedule of benefits or other evidence of coverage

provi ded to covered enpl oyes which shall contain a statenent of

t he coverage provi ded, an explanati on of the plan, including the

ri ghts and benefits afforded the enpl oye and his beneficiaries,

any limtations and excl usions and a provi sion respecti ng the

ri ghts to the conti nuance of the same or sinilar coverage upon

term nation of an individual's coverage or term nati on of the

plan. |If the plan makes no provision for such rights to

conti nue, the statenent of coverage shall contain a specific

declaration to that effect.

(11) A copy of fidelity bond or officers and directors

liability i nsurance policy equal to an anpbunt determ ned by the

departnent and i ssued in the nane of the MEWA covering its

trustees, enployes, adm nistrator or other individuals handling

funds or assets. In no case shall the bond or insurance policy

be |l ess than fifty thousand doll ars ($50, 000).

(12) The total amount of each nenber's annual contri bution

19930H1856B2237 - 13 -
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and the basis for establishing the annual contributi on of the

pl an's nenbers. The contri butions shall be based on reasonabl e

assunptions and certified as to the sufficiency of such

contri butions by an actuary or other person satisfactory to the

depart nent.

(13) Any other informati on the departnent requires

pertaining to the busi ness of the NMEWA

(14) Restrictions that enployers in the MEWA are nmenbers of

an association or group of five or nore businesses which are in

the sane trade or industry, including closely rel ated busi nesses

whi ch provi de support, services or supplies prinmarily to that

trade or industry, and that the associ ati on or group of

enpl oyers in the MEWA i s engaged in substantial activity for its

menbers other than sponsorship of an enpl oye wel fare benefit

plan.

(15) Verification that the associ ati on or group of enpl oyers

in the VEWA has been in exi stence for a period of not | ess than

(16) Evidence that enpl oye wel fare benefit plan of the

associ ation or group is controlled by or sponsored directly by

partici pati ng enpl oyers or enpl oyes, nenbers or both.

(17) Evidence that the MEWA has applications fromnot |ess

than five enployers and will provide sinmlar benefits for not

| ess than two hundred separate participati ng enpl oyes. The

annual gross prem uns of or contributions to the plan will be

not | ess than twenty thousand dollars ($20,000) for a plan that

provi des only vision benefits, seventy-five thousand doll ars

($75,000) for a plan that provides only dental benefits and two

hundr ed t housand dol |l ars ($200, 000) for all other pl ans.

(18) Each applicati on nust be acconpani ed by an applicati on

19930H1856B2237 - 14 -
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fee of one thousand two hundred dollars ($1,200) payable to the

Commpnweal th of Pennsyl vani a.

(c) The departnent shall issue a certificate of authority to

a VEWA after the receipt of a conplete applicati on and paynent

of the application fee required by subsection (b) if the

departnent is satisfied that the persons responsi ble for the

conduct of the affairs of the applicant are conpetent,

trustworthy and possess good reputations, the MEWA i s

financially responsi bl e and may reasonably be expected to neet

its obligations to its nenbers and their enpl oyes and t he MEWA

is organi zed and operating i n accordance with ERI SA. The

departnent shall refuse to grant a certificate of authority to

an applicant who fails to neet the requirenents outlined in this

article. Notice of refusal shall be in witing and shall set

forth the basis for refusal.

(d) Each MEWA licensed in this Commonweal th shall obtain

fromthe departnent annually a renewal of its certificate of

authority on the first day of March of each year. The fee for a

renewal shall be one hundred twenty-five dollars ($125).

Section 1104. Annual Report.--(a) Every MEWA shal

annual ly, on or before the first day of March, file the

followng with the departnent on a form prescri bed by the

depart nent:

(1) An annual financial statenent of the plan, including its

bal ance sheet, statenent of incone, recei pts and expenses for

the preceding yvear, with a fee of one hundred twenty-five

dollars ($125).

(2) An actuarial certification as to the adequacy of | oss

reserves prepared by an actuary acceptable to the departnent.

(3) An audited statenent of the MEWA's financial condition
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prepared by a certified public accountant acceptable to the

depart nent.

(4) Any other information the departnent requires, including

addi ti onal reports, exhibits or statenents concerni nqg the

condi ti on, sol vency, experience, transactions or affairs of the

plan.

(b)Y The departnent nmay require a financial statenent to be

filed on a quarterly basis if it finds that the financi al

condition of a MEWA has changed significantly and that the

filing of such quarterly statenent would be in the best

interests of the plan's participants, nenbers and creditors.

Secti on 1105. Fi nanci al Condi ti on Requi renents. --Each MEWA

shall maintain at all tinmes a m ni num uni npai red net worth equal

to the greater of one mllion dollars ($1,000,000) or three

nmont hs uncovered health care expendi tures. The departnent nay

requi re that such net worth anpunt be based upon the anti ci pated

operating and cl ai ns expenses for a reasonable period i n excess

of thirty days. The nethod of cal cul ati on shall be deterni ned by

t he depart nent.

Secti on 1106. Exam nati ons; Form Filing Requirenents.--(a)

Any MEVA issued a certificate of authority by the depart nent

shal|l be subject to the exam nati on provi sions pursuant to this

act, including a requirenent to rei nburse the departnent for al

costs of the exam nati on.

(b) No contract, certificate, policy, schedul e of benefits,

evi dence of coverage, application or enrollnent form or any

anendnent thereto, shall be delivered, issued for delivery or

put into effect by or on behalf of any MEWA operating in this

Commpnweal th until a copy of the formor anendnent thereto has

been filed with and approved by the departnent pursuant to the
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filing requi renents specified by this act.

Section 1107. Penal ti es; Injunctive Relief; Suspension and

Revocation.--(a) Any person, including any |icensed or

unli censed i nsurer, agent, broker or adnmi nistrator, who viol ates

any provision of this article shall be guilty of a felony of the

third degree and subject to a mininumfine of five thousand

dollars ($5,000) and a nmaxi num fine of ten thousand doll ars

($10, 000) per violation. Additionally, any violation of this

article shall constitute a basis for suspension or revocati on of

that person's agent's, broker's or admnistrator's |license or

certificate of authority in accordance with the applicabl e Rul es

of Adninistrative Procedure for notice and heari ng.

(b) Failure to hold a current certificate of authority or

failure to file an application with true, correct and conpl ete

information as required by this article shall constitute prinm

facie evidence of irreparable harmto the interests of the NMEWA

its policy or certificate holders, creditors and the public and

shall forma basis on which the conmi ssi oner may exercise

sunmary powers under section 510 of this act and under this

article.

(c) (1) The comm ssioner may suspend or revoke the |icense

of any MEWA whenever the conm ssioner finds that the pl an has

violated any provision of this article or finds that the NMEWA:

(i) Has refused to submt its books, papers, accounts or

ot her docunentati on required under this article or requested by

t he conm Ssi oner.

(ii) Has refused or its agents, officers or trustees have

refused to furnish sati sfactory evidence of its financi al

soundness and sol vency.

(iii) |Is insolvent or is in such a condition that any
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further transacti on of busi ness nay be hazardous to the pl an,

its policy or certificate holders, creditors or the public.

(iv) Has had its certificate of authority revoked in the

state in which it is organi zed.

(v) Has been found insolvent by a court of any other state

or by the conm ssi oner or other appropriate officer or agency of

any other state and has been prohi bited from doi ng busi ness in

t hat state.

(vi) No longer neets the criteria as a MEWA as defi ned under

(vii) No |longer operates as a MEVWA in conpliance with ERI SA

(2) The conm ssioner shall not revoke or suspend the |icense

of a MEWA under this subsection until the conm ssi oner has given

the plan ten days' notice of the proposed revocati on or

suspensi on and the grounds for it and has gi ven the plan an

opportunity to i ntroduce evidence and be heard, except that the

commi ssioner may i nmedi ately suspend the |icense on the qgrounds

specified in paragraph (1)(iv) and (v) without prior notice. The

suspension shall remain in force until an adm ni strati ve heari ng

is held and a deternmination is nade by the conm SSi oner.

(3) When the license of a MEWA is revoked, the conm ssi oner

may nake any orders necessary to ensure the orderly w ndi ng up

of its affairs and to protect the interests of the partici pants.

The pl an shall conduct no further business except as authori zed

by the conmni ssi oner.

Secti on 1108. Nonapplicability of Article.--This article

shall not be applicable to a MEWA fully insured by a |icensed

Pennsyl vani a i nsurer, any plan establi shed and nmai nt ai ned

pursuant to a coll ective bargai ni ng agreenent or any pl an

establi shed or mai ntained by a rural electric cooperative. Any
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pl an whi ch cl ai ns exenpti on under this provi sion nmust reqister

with the Commpbnweal th, providing clear and convi nci ng proof of

qualification. Any person who fails to conply with the

regi strati on requirenents of this section shall be subject to

the penalties outlined in this article.

Secti on 1109. Regul ati ons. --The comm ssi oner shall

pronul gate rules and requl ati ons to enforce the provisions of

this article.
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Section 3. This act shall take effect in 60 days.
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