PRI OR PRINTER S NOS. 170, 931, 1024,

CORRECTI VE REPRI NT

1306, 1339, 1438

PRINTER S NO. 1442

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 176 %55

I NTRODUCED BY HOLL, JANUARY 21, 1997

SENATE AMENDVENTS TO HOUSE AMENDMVENTS, OCTOBER 28,

1997

AN ACT

Amendi ng the act of May 17, 1921 (P.L.682, No.284), entitled "An

act

relating to insurance; amending, revising, and

consolidating the I aw providing for the incorporation of
i nsurance conpani es, and the regul ation, supervision, and

pr ot

ection of honme and foreign insurance conpani es,

Ll oyds

associ ati ons, reC|procaI and inter-insurance exchanges, and

fire insurance ratlng bur eaus,

supervi sion of insurance carried by such conpani es,
associ ations, and exchanges, including insurance carried by
the State Workmen' s | nsurance Fund; providing penalties; and

and the regul ation and

" FURTHER PROVI DI NG FOR CONTENTS OR

PARTS OF POLI Cl ES AND FOR APPLI CATI ONS FOR PQLI CI ES;

provi di ng mast ectony and breast cancer reconstructive surgery

coverage standards for health insurance policies;

I NDI VI DUAL ACCESS TO HEALTH CARE | NSURANCE; AND PROVI DI NG FOR

1
2
3
4
5
6
7
8
9
10
11 repeal i ng existing |aws,
12
13
14
15
16

PENALTI ES.

17 The
18 hereby
19
20

REGULATI NG

CGeneral Assenbly of the Comonweal th of Pennsyl vani a

enacts as foll ows:

21 seectiontoread—
22 SECTION 1. SECTION 318 OF THE ACT OF MAY 17, 1921 (P.L.682,

23 NO.284),

KNOWN AS THE | NSURANCE COVPANY LAW OF 1921,

I S AMENDED

N
|

N
|
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TO READ:

SECTI ON 318. [WHEN APPLI CATI ON, CONSTI TUTI ON, BY-LAWS, AND
RULES ARE CONS|I DERED PART OF POLI CY. --ALL | NSURANCE PQOLI CI ES,
| SSUED BY STOCK OR MJTUAL | NSURANCE COVPANI ES OR ASSOCI ATI ONS
DO NG BUSI NESS IN THI S STATE, I N WH CH THE APPLI CATI ON OF THE
I NSURED, THE CONSTI TUTI ON, BY-LAWS5, OR OTHER RULES OF THE
COVPANY FORM PART OF THE PCLI CY OR CONTRACT BETWEEN THE PARTI ES
THERETO, OR HAVE ANY BEARI NG ON SAI D CONTRACT, SHALL CONTAIN, OR
HAVE ATTACHED TO SAI D PCLI G ES, CORRECT COPI ES OF THE
APPLI CATI ON AS SI GNED BY THE APPLI CANT, OR THE CONSTI TUTI ON, BY-
LAWS, OR OTHER RULES REFERRED TGO, AND, UNLESS SO ATTACHED AND
ACCOVPANYI NG THE POLI CY, NO SUCH APPLI CATI ON, CONSTI TUTI ON, OR
BY- LAW5, OR OTHER RULES SHALL BE RECEI VED | N EVI DENCE | N ANY
CONTROVERSY BETWEEN THE PARTIES TO OR | NTERESTED I N, THE
PCLI CY, NOR SHALL SUCH APPLI CATI ON, CONSTI TUTI ON, BY-LAW5, OR
OTHER RULES BE CONSI DERED A PART OF THE POLI CY OR CONTRACT

BETWEEN SUCH PARTI ES.] STATEMENT BY | NSURED AS EVI DENCE. - - NO
STATEMENT MADE BY AN I NSURED SHALL BE RECEIVED IN EVI DENCE | N

ANY CONTROVERSY BETWEEN THE PARTIES TO OR A CLAI MANT OR

CLAI VANTS INTERESTED IN, A LIFE I NSURANCE OR HEALTH AND ACCI DENT

I NSURANCE POLI CY UNLESS A COPY OF THE DOCUNMENT_ CONTAI NI NG THE

STATEMENT IS OR HAS BEEN FURNI SHED TO SUCH PERSON OR THOSE

LEGALLY ACTING ON H'S BEHALF | N THE CONTROVERSY.

SECTION 2. SECTION 623 OF THE ACT, ADDED MAY 25, 1951
(P.L.417, NO 99), IS AVENDED TO READ:

SECTI ON 623. APPLI CATION. --[ (A) THE I NSURED SHALL NOT BE
BOUND BY ANY STATEMENT MADE | N AN APPL| CATI ON FOR A PQOLI CY
UNLESS A COPY OF SUCH APPLI CATION | S ATTACHED TO OR ENDORSED ON
THE POLI CY WHEN | SSUED AS A PART THERECF. | F ANY SUCH PCLI CY
DELI VERED OR | SSUED FOR DELI VERY TO ANY PERSON IN THI S

19970S0176B1442 - 2 -
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COMWONVEALTH SHALL BE REI NSTATED OR RENEWED, AND THE | NSURED OR
THE BENEFI Cl ARY OR ASS|I GNEE OF SUCH POLI CY SHALL MAKE WRI TTEN
REQUEST TO THE | NSURER FOR A COPY OF THE APPLI CATI ON, | F ANY,
FOR SUCH REI NSTATEMENT OR RENEWAL, THE | NSURER SHALL, W THI N
FI FTEEN DAYS AFTER THE RECElI PT OF SUCH REQUEST AT I TS HOME
OFFI CE OR ANY BRANCH OFFI CE OF THE | NSURER, DELIVER OR MAIL TO
THE PERSON MAKI NG SUCH REQUEST, A COPY OF SUCH APPLI CATION. | F
SUCH COPY SHALL NOT BE SO DELI VERED OR MAI LED, THE | NSURER SHALL
BE PRECLUDED FROM | NTRODUCI NG SUCH APPLI CATI ON AS EVI DENCE I N
ANY ACTI ON OR PROCEEDI NG BASED UPON OR | NVOLVI NG SUCH POLI CY OR
| TS REI NSTATEMENT OR RENEWAL

(B)] NO ALTERATI ON OF ANY WRI TTEN APPLI CATI ON FOR [ ANY] SUCH
A PCOLI CY SHALL BE MADE BY ANY PERSON OTHER THAN THE APPLI CANT
W THOUT H' 'S WRI TTEN CONSENT, EXCEPT THAT | NSERTI ONS MAY BE MADE
BY THE | NSURER, FOR ADM NI STRATI VE PURPOSES ONLY, I N SUCH MANNER
AS TO I NDI CATE CLEARLY THAT SUCH | NSERTI ONS ARE NOT TO BE
ASCRI BED TO THE APPLI| CANT.

SECTION 3. THE ACT IS AMENDED BY ADDI NG A SECTI ON TO READ

Secti on 633. Mast ect ony and Breast Cancer Reconstruction. --

(a) (1) No health insurance policy delivered, issued, executed

or renewed in this Conmmobnwealth on or after the effective date

of this section shall require outpatient care followi ng a

mast ectony perfornmed in a health care facility.

(2) Policies described in clause (1) of this subsecti on

shal | provide coverage for inpatient care foll owing a nastectony

for the length of stay that the treati ng physician deternmnes is

necessary to neet generally accepted criteria for safe

(3) Such policies shall al so provide coverage for a hone

health care visit that the treati ng physician determnes is

19970S0176B1442 - 3 -
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necessary wthin forty-ei ght hours after di scharge, when the

di scharge occurs within forty-ei ght hours foll owi ng adni ssi on

for the nmastectony.

(4) Coverage under this section shall, however, remain

subj ect to any copaynent, coi nsurance or deducti bl e anpbunts set

forth in the policy.

(b)Y (1) Every health care policy which is delivered, issued

for delivery, renewed, extended or nodified in this Conmmponweal t h

by a health care i nsurer whi ch provi des coverage for the

surgi cal procedure known as mastectony shall al so i ncl ude

coverage for prosthetic devices and reconstructive surgery

i nci dent to any nmstectony.

(2) Coverage for prosthetic devices and reconstructive

surgery shall be subject to the deducti bl e and coi nsurance

conditions applied to the mastectony and all other terns and

condi ti ons applicable to other benefits.

(3) The coverage for prosthetic devices inserted during

reconstructive surgery and reconstructive surgery pursuant to

this section may be limted to such surgical procedures

perforned within six years of the date of the nmstectony.

(c) This section shall not apply to the foll owi ng types of

(1) Accident only.

(2) Limted benefit.

(3) Credit.
(4) Dental.
(5) Vision.

(6) Specified di sease.

(7) Medi care suppl enent.

(8 Civilian Health and Medi cal Program of the Uniformed

19970S0176B1442 - 4 -
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Servi ces (CHAMPUS) suppl enent.

(9) Long-termcare or disability incone.

(10) Workers' conpensati on.

(11) Autonobil e nmedi cal paynent.

(d) (1) The term"health insurance policy" when used in

this section neans any individual or group health i nsurance

policy, subscriber contract, certificate or plan which provides

medi cal or health care coverage by any health care facility or

li censed health care provider which is offered by or is governed

under this act or any of the foll ow ng:

(i) Subarticle (f) of Article IV of the act of June 13, 1967

(P.L.31, No.21), known as the "Public Wl fare Code."

(ii) The act of Decenber 29, 1972 (P.L.1701, No.364), known

as the "Health Mai nt enance Organi zati on Act."

(iii) The act of May 18, 1976 (P.L.123, No.54), known as the

"I ndi vi dual Acci dent and Sickness | nsurance M ni mum St andar ds

(iv) The act of Decenber 14, 1992 (P.L.835, No.134), known

as the "Fraternal Benefit Societies Code."

(v) A nonprofit corporation subject to 40 Pa.C.S. Chs. 61

(relating to hospital plan corporations) and 63 (relating to

pr of essi onal health services plan corporati ons).

(2) The term"insurer" when used in this secti on neans any

entity that i ssues an individual or group health insurance

policy, contract or plan described under clause (1) of this

subsecti on.

(3) The term "mastectony" when used in this section neans

the renoval of all or part of the breast for nedically necessary

reasons, as determ ned by a |licensed physici an.

(4) The term "prosthetic devices" when used in this section

19970S0176B1442 - 5 -
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means the use of initial and subsequent artificial devices to

repl ace the renoved breast or portions thereof, pursuant to an

order of the patient's physician.

(5) The term "reconstructive surgery" when used in this

section neans a surgical procedure perforned on one breast or

both breasts followi ng a nastectony, as detern ned by the

treati ng physician, to reestablish symmetry between the two

breasts or alleviate functional inpairnent caused by the

mast ectony. The term "reconstructi ve surgery" shall include, but

is not limted to, augnentati on mamopl asty, reducti on

mamopl asty and nast opexy.

(6) The term"symetry between breasts" when used in this

secti on nmeans approximate equality in size and shape of the

nondi seased breast with the di seased breast after definitive

reconstructive surgery on the di seased or nondi seased breast has

been perf or ned.

SECTION 4. THE ACT IS AMENDED BY ADDI NG AN ARTI CLE TO READ: <—
ARTI CLE X-A

HEALTH CARE | NSURANCE | NDI VI DUAL ACCESSI BI LI TY.

SECTI ON 1001-A. PURPGOSE. --1T | S NECESSARY TO MAI NTAIN THE

COMVONVEALTH S SOVEREI GNTY OVER THE REGULATI ON OF HEALTH

I NSURANCE I N TH S COVMONWEALTH BY COVPLYI NG W TH THE

REQUI REMENTS OF THE HEALTH | NSURANCE PORTABILITY AND

ACCOUNTABI LI TY ACT OF 1996 (PUBLIC LAW 104-191, 110 STAT. 1936).

TH'S ARTICLE | S I NTENDED TO MEET THOSE REQUI REMENTS VWHI LE

RETAI NI NG THE COVWONWEALTH S AUTHORI TY TO REGULATE HEALTH

I NSURANCE I N TH S COVMONWEAL TH.

SECTI ON 1002-A.  DEFINITIONS.--(A)  AS USED IN TH S ARTI CLE,

THE FOLLOW NG WORDS AND PHRASES SHALL HAVE THE MEANI NGS G VEN TO

THEM IN TH' S SECTI ON UNLESS THE CONTEXT CLEARLY | NDI CATES

19970S0176B1442 - 6 -
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OTHERW SE:

"COWM SSIONER. " THE | NSURANCE COWMM SSI ONER OF THE

COMVONVEAL TH.

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

"DESI GNATED I NSURERS. " AN | NSURER REQUI RED TO OFFER HEALTH

COVERAGE TO ELI G BLE I NDI VI DUALS UNDER SECTI ON 1003-A.

"ELIG BLE INDI VIDUAL." A RESIDENT OF TH S COVMONWEALTH WHO

MEETS THE DEFINITION I N SECTION 2741(B) OF THE FEDERAL HEALTH

| NSURANCE PORTABILITY AND ACCOUNTABILITY ACT OF 1996 (P.L.104-

191, 110 STAT. 1936).

"FEDERAL ACT." THE FEDERAL HEALTH | NSURANCE PORTABILITY AND

ACCOUNTABI LI TY ACT OF 1996 (P.L.104-191, 110 STAT. 1936).

"FRATERNAL BENEFI T SOCIETY." AN ENTITY HOLDI NG A CURRENT

CERTI FI CATE OF AUTHORITY IN TH S COMVONVWEALTH UNDER THE ACT OF

DECEMBER 14, 1992 (P.L.835, NO 124), KNOWN AS THE "FRATERNAL

BENEFI T_SOCI ETI ES CODE. "

"HEALTH MAI NTENANCE ORGANI ZATION' OR "HMO. " AN ENTITY

HOLDI NG A CURRENT CERTI FI CATE OF AUTHORI TY UNDER THE ACT OF

DECEMBER 29, 1972 (P.L.1701, NO 364), KNOM AS THE "HEALTH

MAI NTENANCE CORGANI ZATI ON ACT. "

"HOSPI TAL PLAN CORPORATION." AN ENTITY HOLDI NG A CURRENT

CERTI FI CATE OF_AUTHORI TY ORGANI ZED AND OPERATED UNDER 40 PA. C. S.

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

"INSURER. " A FOREI GN OR DOVESTI C | NSURANCE COMPANY,

ASSCOCI ATI ON OR EXCHANGE, HEALTH MAI NTENANCE ORGANI ZATI ON,

HOSPI TAL_ PLAN CORPORATI ON, PROFESSI ONAL HEALTH SERVI CES PLAN

CORPORATI ON, FRATERNAL BENEFI T SOCI ETY OR RI SK- ASSUM NG

PREFERRED PROVI DER ORGANI ZATI ON. THE TERM DCES NOT | NCLUDE A

GROUP_HEALTH PLAN AS DEFINED I'N SECTION 2791 OF THE FEDERAL

HEALTH | NSURANCE PORTABI LI TY AND ACCOUNTABI LITY ACT OF 1996

19970S0176B1442 - 7 -
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(P.L.104-191, 110 STAT. 1936).

"MEDI CAL LOSS RATIO " THE RATIO OF I NCURRED MEDI CAL CLAIM

COSTS_TO EARNED PREM UMS.

"PREFERRED PROVI DER ORGANI ZATION' OR "PPO. " AN ENTITY

HOLDI NG A CURRENT CERTI FI CATE OF AUTHORI TY ORGANI ZED AND

OPERATED UNDER SECTI ON 630 OF TH S ACT.

"PROFESSI ONAL HEALTH SERVI CES PLAN CORPORATION. " AN ENTITY

HOLDI NG A CURRENT CERTI FI CATE OF AUTHORI TY ORGANI ZED AND

OPERATED UNDER 40 PA.C.S. CH. 63 (RELATI NG TO PROFESSI ONAL

HEALTH SERVI CES PLAN CORPORATIONS). THE TERM DOES NOT | NCLUDE

DENTAL SERVI CE CORPORATI ONS OR OPTOVETRI C SERVI CE CORPORATI ONS,

AS DEFI NED UNDER 40 PA.C. S. 8 6302(A) (RELATING TO DEFI NI TI ONS) .

(B) THE WORDS, TERMS AND DEFI NI TI ONS FOUND | N THE FEDERAL

HEALTH | NSURANCE PORTABI LI TY AND ACCOUNTABI LITY ACT OF 1996

(P.L.104-191, 119 STAT. 1936), INCLUDING BUT NOT LIMTED TG,

THOSE DEFINITIONS I N SECTION 2791 OF THAT ACT, ARE HEREBY

ADOPTED FOR PURPOSES OF | MPLEMENTI NG THI S ARTI CLE UNLESS

OTHERW SE PROVI DED BY THI S ARTICLE. THE TERM "HEALTH | NSURANCE

| SSUER' FOUND I N SECTI ON 2791(B) (2) OF THE FEDERAL HEALTH

| NSURANCE PORTABILITY AND ACCOUNTABILITY ACT OF 1996 (PUBLIC LAW

104-191, 110 STAT. 1936) SHALL HAVE THE SAVE MEAN NG AS

"I NSURER' | N SUBSECTI ON (A).

SECTI ON 1003-A.  DESI GNATED | NSURERS. --(A) THE FOLLOW NG

| NSURERS SHALL COMPLY W TH SECTI ONS 1004- A AND 1005-A I N ORDER

TO I MPLEMENT THE ALTERNATI VE MECHANI SM REQUI REMENTS OF THE

FEDERAL ACT:

(1) HOSPI TAL PLAN CORPORATI ONS.

(2) PROFESSI ONAL HEALTH SERVI CES PLAN CORPORATI ONS.

(B) IF A DESI GNATED | NSURER OMNS A HOSPI TAL_PLAN CORPORATI ON

OR A PROFESSI ONAL HEALTH SERVI CES PLAN CORPORATI ON VWHI CH

19970S0176B1442 - 8 -
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PROVI DES SERVI CES W THI N SUBSTANTI ALLY THE SAME SERVI CE AREA AS

THE PARENT_ ORGANI ZATI ON, THE SUBSI DI ARY HOSPI TAL PLAN

CORPORATI ON AND PROFESSI ONAL HEALTH SERVI CES PLAN CORPORATI ON

ARE NOT' REQUI RED TO OFFER COVERAGE TO ELI G BLE | NDI VIDUALS | F

THE PARENT_ ORGANI ZATI ON OFFERS COVERAGE TO ELI G BLE | NDI VI DUALS

UNDER SECTI ONS 1004- A AND 1005-A.

SECTI ON 1004-A. ALTERNATI VE MECHANI SM | N | NDI VI DUAL

MARKET. --(A) A DESI GNATED | NSURER SHALL.:

(1) COFFER CONTI NUOUS YEAR- ROUND OPEN ENROLLMENT TO ELI G BLE

| NDI VI DUALS.

(2) COFFER TO ELIG BLE I NDI VI DUALS, UPON REQUEST, A CHO CE CF

AT LEAST TWO I NDI VI DUAL HEALTH | NSURANCE POLICIES, AS SPECI FI ED

I N SECTI ON 1005-A.

(3) ISSUE TO ELIG BLE I NDI VI DUALS, UPON REQUEST, AN

I NDI VI DUAL_PCLI CY THAT MEETS THE REQUI REMENTS OF SECTI ON 1005-A.

(B) UNLESS AN ELI G BLE | NDI VI DUAL CHOOSES TO PURCHASE A

POLI CY PURSUANT TO SECTI ON 1005-A(Q), A PO.I CY COFFERED OR | SSUED

TO AN ELI G BLE | NDI VI DUAL UNDER SECTI ON 1005- A SHALL NOT_ CONTAI N

PREEXI STI NG CONDI TION LI M TATI ONS_OR RESTRI CT1 ONS.

(C) DESI GNATED | NSURERS SHALL PROVI DE FI NANCI AL

SUBSI DI ZATION OF_ POLICIES | SSUED TO ELI G BLE | NDI VI DUALS.

DESI GNATED | NSURERS SHALL FILE FOR REVI EW BY THE COWM SSI ONER A

VETHOD FOR FI NANCI AL _SUBSI DI ZATION I N ALL RATE FILINGS ON POLI CY

CHO CES FOR ELIG BLE I NDI VI DUALS. THE TOTAL SUBSI DY PROVI DED BY

THE DESI GNATED | NSURER TO ALL OF I TS PRODUCTS SHALL NOT BE

AFFECTED BY THE REQUI REMENT TO SUBSI DI ZE PRODUCTS | SSUED TO

ELI G BLE | NDI VI DUALS.

SECTI ON 1005-A.  POLICY CHO CE FOR ELI G BLE I NDI VI DUALS. -- (A

DESI GNATED | NSURERS SHALL OFFER ELI G BLE I NDI VI DUALS A CHO CE OF

POLIC ES. THE CHO CES SHALL | NCLUDE:

19970S0176B1442 - 9 -
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(1) AT LEAST ONE POLICY THAT IS COVPARABLE TO A STANDARD

HEALTH | NSURANCE POLI CY OR A COVPREHENSI VE HEALTH | NSURANCE

PCOLI CY BEI NG ACTI VELY NMARKETED BY THE | NSURER TO PERSONS OTHER

THAN ELI G BLE I NDI VIDUALS N THE VOLUNTARY | NDI VI DUAL NMARKET.

(2) AT LEAST ONE OTHER POLI CY THAT 1S BEI NG ACTI VELY

MARKETED BY THE | NSURER TO PERSONS OTHER THAN ELI G BLE

I NDI VI DUALS | N THE VOLUNTARY | NDI VI DUAL MARKET.

(B) EACH DESI GNATED | NSURER SHALL FILE W TH AND | DENTI FY TO

THE COWM SSI ONER THE COMPREHENSI VE POLI CY FORM OR THE STANDARD

POLI CY FORM THE | NSURER | NTENDS TO OFFER TO ELI G BLE | NDI VI DUALS

UNDER SUBSECTI ON (A) (1). A DESI GNATED | NSURER MAY ELECT TO

| DENTI FY MORE THAN ONE COVPREHENSI VE OR STANDARD POLI CY FORM

VH CH WLL BE OFFERED TO ELI G BLE | NDI VI DUALS. EACH POLI CY FORM

SHALL CONTAIN BENEFI TS AND LIM TS COVPARABLE TO POLI ClI ES BEI NG

ACTI VELY MARKETED TO PERSONS OTHER THAN ELI G BLE | NDI VIDUALS I'N

THE VOLUNTARY | NDI VI DUAL MARKET. THE POLI CY FORMS SHALL BE

CONS| DERED COVPARABLE EVEN | F THE POLI G ES MARKETED I N THE

VOLUNTARY | NDI VI DUAL MARKET | NCLUDE A PREEXI STI NG CONDI T1 ON

EXCLUSI ON.

(O NOTHING IN TH' S ARTICLE SHALL PROHIBIT AN ELI G BLE

I NDI VI DUAL_ FROM PURCHASI NG A POLI CY VWHI CH | NCLUDES A PREEXI STI NG

CONDI T1 ON PROVI SION OR IS NOT_OTHERW SE OFFERED UNDER THI S

SECTI ON FROM A DESI GNATED | NSURER OR ANY_ OTHER | NSURER.

SECTI ON 1006-A. COORDI NATI ON OF BENEFI TS. - - BENEFI TS PROVI DED

UNDER | NDI VI DUAL POLI CI ES BY AN | NSURER MAY BE SUBJECT TO

COCRDI NATI ON OF BENEFI TS W TH ANY OTHER GROUP POLI CY, | NDI VI DUAL

POLI CY, FEDERAL OR STATE GOVERNVENT PROGRAM _LABOR- MANAGENMVENT

TRUSTEE PLAN, UNI ON WELFARE PLAN, EMPLOYER ORGANI ZATI ON PLAN OR

EMPLOYEE BENEFI T ORGANI ZATI ON PLAN, EXCEPT AS OTHERW SE PROVI DED

19970S0176B1442 - 10 -
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SECTI ON 1007-A.  EXCESSI VE LOSS PROVI SION. --(A) AT ANY TI ME,

THE DESI GNATED | NSURER MAY FILE FOR A RATE ADJUSTMENT FOR

PRODUCTS OFFERED UNDER SECTI ON 1005-A W TH THE COVM SSI ONER | N

ACCORDANCE W TH THE ACT _OF DECEMBER 18, 1996 (P.L.1066, NO 159),

KNOWN AS THE " ACCI DENT_AND HEALTH FI LI NG REFORM ACT. "

(B) THE DESI GNATED | NSURER MAY REQUEST THAT THE COWM SSI ONER

CONDUCT A HEARI NG | F:

(1) THE LOSSES EXPERI ENCED BY THE DESI GNATED | NSURER ON

PRODUCTS COFFERED UNDER SECTI ON 1005- A(A) (1) OR BY ELIG BLE

I NDI VI DUALS UNDER SECTI ON 1005- A(A) (2) REQUI RE A RATE | NCREASE

OF _GREATER THAN TVENTY PER CENTUM (20% AND THE LOSSES ARE | N

EXCESS OF A ONE HUNDRED TEN PER CENTUM (110% MEDI CAL LOSS RATI O

FOR ANY CALENDAR YEAR; OR

(2) THE DESI GNATED | NSURER REQUESTED A RATE | NCREASE FOR

PRODUCTS UNDER SECTI ON 1005- A(A) AND HAS REASON TO BELI EVE THAT

CONTI NUATI ON AS A DESI GNATED I NSURER W LL HAVE A DETRI MENTAL

| MPACT _ON I TS FI NANCI AL_CONDI TI ON OR SOLVENCY.

(©  UPON THE REQUEST OF A DESI GNATED | NSURER UNDER

SUBSECTI ON (B), THE COVM SSI ONER SHALL CONDUCT A PUBLI C HEARI NG

REGARDI NG THE RATE FILING MEDI CAL LOSS RATIO OR THE | MPACT THAT

BEI NG A DESI GNATED | NSURER | S HAVI NG ON THE DESI GNATED | NSURER' S

SOLVENCY. THE HEARING SHALL BE HELD AS PROVIDED FOR IN 2 PA. C S

CH. 5 SUBCH. A (RELATING TO PRACTI CE AND PROCEDURE OF

COVMONVEALTH ACENCIES). FOLLOW NG THE HEARI NG, THE COWM SSI ONER

SHALL DETERM NE THE EXTENT OF THE | MPACT, IF ANY, OF BEING A

DESI GNATED | NSURER UNDER THI S ARTI CLE ON THE DESI GNATED

INSURER' S RATE FILING MEDI CAL LGSS RATI O, OVERALL OPERATI ONS

AND SCOLVENCY, AND SHALL DO ONE OR MORE OF THE FOLLOW NG

(1) CRANT, MODIFY OR DENY THE REQUESTED RATE FILING OR

(2) REQUEST TO W THDRAW FROM THE APPROVED ALTERNATI VE
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VECHANI SM AND TO AUTHORI ZE | MPLEMENTATI ON OF THE FEDERAL DEFAULT

STANDARDS SET FORTH I N SECTION 2741 OF THE FEDERAL ACT.

SECTI ON 1008-A. REVIEWCOF FILINGS. --THE DEPARTMENT SHALL

REVI EW FI LI NGS SUBM TTED UNDER SECTI ONS 1004- A(C), 1005-A(B) AND

1007- ACA) IN ACCORDANCE WTH THE ACT OF DECEMBER 18, 1996

(P.L.1066, NO. 159), KNOMWN AS THE "ACCI DENT AND HEALTH FI LI NG

REFORM ACT. "

SECTI ON 1009-A.  CONVERSION POLICIES. --(A)  NOTI FI CATI ON OF

THE CONVERSI ON PRI VI LEGE SHALL BE | NCLUDED W TH EACH CERTI FI CATE

OF_COVERAGE | SSUED UNDER SECTI ON 621.2(D). EACH CERTI FI CATE

HOLDER | N AN | NSURED GROUP_SHALL BE G VEN WRI TTEN NOTI FI CATI ON

OF THE CONVERSI ON PRI VI LEGE AND | TS DURATION WTHI N A PERI GD

BEG NNI NG FI FTEEN (15) DAYS BEFORE AND ENDI NG THI RTY (30) DAYS

AFTER THE DATE OF TERM NATI ON OF THE GROUP COVERAGE. THE

CERTI FI CATE HOLDER OR THE HOLDER S DEPENDENT SHALL HAVE NO LESS

THAN THI RTY- ONE (31) DAYS FOLLOW NG NOTI FI CATI ON TO EXERCI SE THE

CONVERSI ON PRI VI LEGE. WRI TTEN NOTI FI CATI ON _PROVI DED BY THE

CONTRACT HOLDER AND SUPPLI ED TO THE CERTI FI CATE HOLDER OR NAI LED

TO THE CERTI FI CATE HOLDER' S LAST KNOWN ADDRESS OR THE LAST

ADDRESS FURNI SHED TO THE | NSURER BY THE CONTRACT HOLDER OR

EMPLOYER SHALL CONSTI TUTE FULL COVPLI ANCE WTH TH S SECTI ON.

(B) THE PREM UM RATES FOR | NDI VI DUALS WHO PURCHASE A

COVPARABLE GROUP_CONVERSI ON POLI CY OFFERED PURSUANT_ TO

APPLI CABLE LAWSHALL BE LIM TED TO ONE HUNDRED TWENTY PER CENTUM

(1209% OF THE APPROVED PREM UM RATES FOR COVPARABLE GROUP

SECTI ON 1010-A. PENALTI ES. - - UPON SATI SFACTORY EVI DENCE OF A

VIOLATION OF TH S ARTICLE BY AN | NSURER OR OTHER PERSON, THE

COW SSI ONER MVAY PURSUE ANY ONE OR MORE OF THE FOLLOW NG

PENALTI ES:
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(1) SUSPEND, REVOKE OR REFUSE TO RENEW THE LI CENSE OF THE

I NSURER OR OTHER PERSON.

(2) ENTER A CEASE AND DESI ST ORDER.

(3) IMPCSE A CIVIL PENALTY OF NOT_MORE THAN FI VE THOUSAND

DOLLARS ($5, 000).

(4 I MPCSE A CIVIL PENALTY OF NOTI MORE THAN TEN THOUSAND

DOLLARS ($10,000) FOR A WLFUL VIOATION OF TH'S ARTICLE.

(B) PENALTIES | MPOSED ON AN | NSURER OR OTHER PERSON UNDER

TH'S ARTICLE SHALL NOT EXCEED FI VE HUNDRED THOUSAND DOLLARS

($500,000) I'N THE AGGREGATE DURI NG A SI NGLE CALENDAR YEAR.

SECTI ON 1011-A. REGULATI ONS. - - THE DEPARTMENT NMAY PROMULGATE

REGULATI ONS AS MAY BE NECESSARY OR APPROPRI ATE TO CARRY OUT _THI S

SECTI ON 1012-A. EXPIRATION.--TH S ARTICLE SHALL EXPI RE ON

DECEMBER 31, 2000.

Section 2—TFhis—aet 5. THE ADDI TI ON OF SECTI ON 633 OF THE
ACT shall apply to all insurance policies, subscriber contracts
and group insurance certificates issued under any group naster
policy delivered or issued for delivery on or after the
effective date of this—aet—Fhis—aect SECTI ON 633 OF THE ACT.
SECTI ON 633 OF THE ACT shall also apply to all renewal s of
contracts on any renewal date which is on or after the effective
dat e of this—aet SECTI ON 633 OF THE ACT.

Seetton—3—TFhis—aet—shatt—take—etfect+n-90-days—

SECTION 6. TH S ACT SHALL TAKE EFFECT AS FOLLOWG:

(1) THE AMENDVENT OF SECTI ONS 318 AND 623 OF THE ACT

SHALL TAKE EFFECT | MVEDI ATELY.

(2) THE ADDI TION OF ARTI CLE X-A OF THE ACT SHALL TAKE

EFFECT ON JANUARY 1, 1998, OR | MVEDI ATELY, WH CHEVER IS

LATER
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1 (3) TH'S SECTI ON SHALL TAKE EFFECT | MVEDI ATELY.
2 (4) THE REMAI NDER OF THI S ACT SHALL TAKE EFFECT I N 90
3 DAYS.
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