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AN ACT
Requiring all health insurers, health service corporations and
heal t h mai nt enance organi zati ons to provide individual health
benefits coverage on an open enroll nment basis; and
establishing the Individual Health Coverage Program
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13 The General Assenbly of the Conmonweal th of Pennsyl vani a
14 hereby enacts as foll ows:

15 CHAPTER 1

16 CENERAL PROVI SI ONS

17 Section 101. Short title.

18 This act shall be known and may be cited as the Individual
19 Health Insurance Act.
20 Section 102. Definitions.
21 The foll ow ng words and phrases when used in this act shal
22 have the meanings given to themin this section unless the
23 context clearly indicates otherw se:
24 "Board." The board of directors of the Individual Health
25 Coverage Program
26 “Carrier." An insurance conpany, health service corporation
27 or health maintenance organi zati on authorized to issue health
28 benefits plans in this Commonweal th. For purposes of this act,
29 carriers that are affiliated conpanies shall be treated as one

30 carrier.
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"Conmm ssioner." The Insurance Conmm ssioner of the
Conmonweal t h.

"Conmunity rating.” A rating systemin which the prem um for
all persons covered by a contract is the sane, based on the
experience of all persons covered by that contract, w thout

regard to age, sex, health status, occupation and geographi cal

| ocati on.
"Departnment.” The Insurance Departnent of the Conmonweal t h.
"Dependent. " The spouse or child of an eligible person,

subject to applicable terns of the individual health benefits
pl an.

"Eligible person.” A person who is a resident of this
Commonweal th who is not eligible to be insured under a group
heal t h i nsurance policy, Mdicare or Medi caid.

"Financially inpaired.” A carrier which, after the effective
date of this act, is not insolvent but is deened by the
I nsurance Conmmi ssioner to be potentially unable to fulfill its
contractual obligations or a carrier which is placed under an
order of rehabilitation or conservation by a court of conpetent
jurisdiction.

"Group health benefits plan.” A health benefits plan for
groups of two or nore persons.

"Health benefits plan.” A hospital and medi cal expense
i nsurance policy, health service corporation contract or health
mai nt enance organi zati on subscri ber contract delivered or issued
for delivery in this Conmonweal th. The term does not include the
foll owi ng plans, policies or contracts: accident only, credit,
disability, long-termcare, Medicare suppl enment coverage,
CHAMPUS suppl enent coverage, coverage for Medi care services

pursuant to a contract with the Federal Governnment, coverage for

20010S0845B0974 - 3 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

Medi cai d services pursuant to a contract with the Commonweal t h,
coverage arising out of a workers' conpensation or simlar |aw,
aut onobi | e medi cal paynent insurance or hospital confinenent
i ndemmi ty cover age.

"Hospital expenses.” Any charges billed by and payabl e
directly by a carrier to a hospital.

"I'ndi vidual health benefits plans.” |ncl udes:

(1) A health benefits plan for eligible persons and
t heir dependents.
(2) Acertificate issued to an eligible person which

evi dences coverage under a policy or contract issued to a

trust or association, regardl ess of the situs of delivery of

the policy or contract, if the eligible person pays the

prem um and is not being covered under the policy or contract

pursuant to continuation of benefits provisions applicable

under Federal or State | aw.
The term does not include a certificate issued under a policy or
contract issued to a trust or to the trustees of a fund, which
trust or fund is established or adopted by two or nore
enpl oyers, by one or nore |abor unions or simlar enployee
organi zati ons or by one or nore enployers and one or nore | abor
unions or simlar enployee organizations, to insure enpl oyees of
t he enpl oyers or nenbers of the unions or organizations.

"Li censed producer." As defined in section 701 of the act of
May 17, 1921 (P.L.789, No.285), known as The | nsurance
Department Act of 1921.

“"Menber." A carrier that is a nmenber of the Individual
Heal t h Coverage Program under this act.

“"Modi fied conmmunity rating.” A rating systemin which the

prem um for all persons covered by a contract is fornul ated
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based on the experience of all persons covered by that contract,
wi thout regard to age, sex, occupation and geographi cal

| ocation, but which nay differ by health status. The term
applies to contracts and policies issued prior to the effective
date of this act which are subject to section 315.

"Net earned premium"™ The premiuns earned in this
Commonweal th on health benefits plans, |less return prem unms
t hereon and dividends paid or credited to policy or contract
hol ders on the health benefits plan business. The term i ncl udes
t he aggregate prem uns earned on the carrier's insured group and
i ndi vi dual busi ness and heal t h nmai nt enance organi zati on
busi ness, including premiuns fromany Medicare or Medicaid
contracts with the Federal or State government, but shall not
i ncl ude any excess or stop-loss coverage issued by a carrier in
connection with any self-insured health benefits plan, or
Medi care suppl enent policies or contracts.

"Open enrollnent.” The offering of an individual health
benefits plan to any eligible person on a guaranteed issue
basi s, pursuant to procedures established by the board of
directors of the Individual Health Coverage Program

"Plan of operation.” The plan of operation of the Individual
Heal t h Coverage Program adopted by the board under this act.

"Preexisting condition.” A condition that, during a
speci fied period of not nmore than six nonths i mredi ately
precedi ng the effective date of coverage, had manifested itself
in such a manner as woul d cause an ordinarily prudent person to
seek medi cal advice, diagnosis, care or treatnment, or for which
nmedi cal advice, diagnosis, care or treatnent was reconmnmended or
received as to that condition or as to a pregnancy existing on

the effective date of coverage.
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"Program ™ The Individual Health Coverage Program
establ i shed under this act.
CHAPTER 3
| NDI VI DUAL HEALTH | NSURANCE
Section 301. Individual health benefits plans required.

(a) Plans required to be offered.--No later than 180 days
after the effective date of this act, a carrier shall, as a
condition of issuing health benefits plans in this Commonweal t h,
of fer individual health benefits plans. The plans shall be
of fered on an open enrol |l nent, comunity-rated basis, pursuant
to the provisions of this act, except that a carrier shall be
deened to have satisfied its obligation to provide the
i ndi vi dual health benefits plans by paying an assessnment or
recei ving an exenption pursuant to section 308.

(b) Choice of plans.--A carrier shall offer to an eligible
person a choice of five individual health benefits plans, any of
whi ch may contain provisions for managed care. One plan shall be
a basic health benefits plan, one plan shall be a managed care
plan and three plans shall include enhanced benefits of
proportionally increasing actuarial value. A carrier may el ect
to convert any individual contract or policy forms in force on
the effective date of this act to any of the five benefit plans,
except that the carrier may not convert nore than 25% of
exi sting contracts or policies each year, and the repl acenent
pl an shall be of no | ess actuarial value than the policy or
contract being replaced. Notw thstanding the provisions of this
subsection to the contrary, at any tine after three years after
the effective date of this act, the board, by regul ation, nmay
reduce the nunber of plans required to be offered by a carrier.

Not wi t hst andi ng the provisions of this subsection to the
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contrary, a health maintenance organi zation which is a qualified

heal t h mai nt enance organi zati on pursuant to the Health

Mai nt enance Organi zati on Act of 1973 (Public Law 93-222, 87

St at .

914) shall be permitted to offer a basic health benefits

plan in accordance with the provisions of that lawin lieu of

the five plans required under this subsection.

(c)

Benefits of plan.--

(1) A basic health benefits plan shall provide, at a

m ni mum the foll ow ng:

(i) Inpatient hospital services.

(1i) Enmergency outpatient hospital services.

(i1i1) Routine and energency physician services,

i ncludi ng those provided in health clinics but excluding
those provided in nursing care or internediate care
facilities.

(iv) Prenatal, delivery and postpartum care.

(v) Laboratory and diagnostic X-ray services.

(vi) X-ray, radiumand radioactive isotope therapy.

(vii) Services of a nurse mdwife.

(viii) Home health services in cases where it is
determ ned that the coverage of such services is cost
effective.

(ix) Anbulatory and institutional services.

(x) Drugs or biologicals that are provided as part
of any inpatient hospital services.

(2) Notw thstanding the provisions of this subsection or

any other law to the contrary, a carrier may, with the

approval of the board, nodify the coverage provided for under

paragraph (1) or provide alternative benefits or services

fromthose required by this subsection if they are within the
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intent of this act or if the board changes the benefits
included in the basic health benefits plan.

(3) A contract or policy for a basic health benefits
pl an provided for in this section may contain or provide for
coi nsurance or deductibles, or both, except that no
deducti bl e shall be payable in excess of a total of $250 by
an individual or $500 by a fam |y unit during any benefit

year, and no coi nsurance shall be payable in excess of a

total of $500 by an individual or by a fam |y unit during any

benefit year. Any person previously covered under a group or
i ndi vidual health benefits plan may apply deductibles paid
under the previous plan to annual limts under the basic
heal th benefits plan.

(4) Notw thstanding the provisions of paragraph (3) or
any other law to the contrary, a carrier may provide for
i ncreased deductibles or coinsurance for a basic health
benefits plan if approved by the board or if the board
i ncreases deducti bl es or coinsurance included in the basic
heal th benefits plan.
(d) Application.--Every group conversion contract or policy

i ssued after the effective date of this act shall be issued

pursuant to this section, except that this requirenment shall not

apply to any group conversion contract or policy in which a
portion of the premumis chargeable to or subsidized by the
group policy fromwhich the conversion is nmade.

(e) Contingency.--1f all five of the individual health
benefits plans are not established by the board by January 1,
2002, a carrier nmay phase in the offering of the five health
benefits plans by offering each health benefits plan as it is

establ i shed by the board. However, once the board establishes
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all five plans, the carrier shall be required to offer the five
pl ans in accordance with this act.
Section 302. CGuarantee of coverage and renewal of policy.

An individual health benefits plan i ssued pursuant to section
301 is subject to the follow ng provisions:

(1) The health benefits plan shall guarantee coverage
for an eligible person and his dependents on a conmunity-
rated basis.

(2) A health benefits plan shall be renewable wth
respect to an eligible person and his dependents at the
option of the policy or contract hol der except under the
foll owi ng circunstances:

(1) nonpaynent of the required prem uns by the
policy or contract hol der;

(i) fraud or msrepresentation by the policy or
contract holder, including equitable fraud, with respect
to coverage of eligible individuals or their dependents;

(ti1) termnation of eligibility of the policy or
contract hol der; or

(iv) cancellation or anmendnent by the board of the
speci fic individual health benefits plan.

Section 303. Duties of board.

(a) Board to establish policy and contract forns and benefit
| evel s. --The board shall establish the policy and contract forns
and benefit levels to be nade available by all carriers for the
policies required to be issued pursuant to section 301. The
board shall provide the comm ssioner with an informational
filing of the policy and contract fornms and benefit levels it
establ i shes.

(b) Cost contai nment neasures.--The individual health

20010S0845B0974 - 9 -



benefits plans established by the board nmay include cost
cont ai nment mneasures such as, but not limted to:
(1) wutilization review of health care services,

i ncludi ng review of nedical necessity of hospital and

physi ci an servi ces;

(2) case managenent benefit alternatives;

(3) selective contracting with hospitals, physicians and
ot her health care providers;

(4) reasonable benefit differentials applicable to
partici pating and nonpartici pating providers; and

(5) other nmanaged-care provisions.

(c) Limtation on coverage for preexisting conditions.--An
i ndi vidual health benefits plan offered pursuant to section 301
shall contain a limtation of no nore than six nonths on
coverage for preexisting conditions, except that the Iimtation
shall not apply to an individual who has, under a prior group or
i ndi vidual health benefits plan, with no intervening | apse in
coverage, been treated or diagnosed by a physician for a
condition under that plan or satisfied the preexisting condition
l[imtation, if any, under the prior plan.

(d) Rider packages.--1n addition to the five standard
i ndi vidual health benefits plans provided for in section 301,
the board nay develop up to five rider packages. Prem umrates
for the rider packages shall be determ ned in accordance with
section 305.

(e) Certification of plans.--After the board s establishnment
of the individual health benefits plans required pursuant to
section 301, and notw thstanding any law to the contrary, a
carrier shall file the policy or contract forns with the board

and certify to the board that the health benefits plans to be
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used by the carrier are in substantial conpliance with the

provi sions in the correspondi ng board-approved plans. The
certification shall be signed by the chief executive officer of
the carrier. Upon receipt by the board of the certification, the
certified plans nay be used until the board, after notice and
heari ng, disapproves their continued use.

Section 304. Exceptions to required coverage.

(a) Health maintenance organi zations.--A health mai ntenance
organi zation shall not be required to offer coverage to or
accept an applicant pursuant to this act if the applicant is not
geographically located in the health mai ntenance organi zation's
approved service area or if the health maintenance organi zation
does not have the capacity in its facilities to enrol
addi tional nmenbers. If the health maintenance organi zati on does
not have the capacity in its facilities for additional
i ndi vidual enrollees, it also shall not offer coverage to or
accept any new group enroll ees.

(b) Potential of creating financially inpaired condition.--A
carrier shall not be required to offer coverage or accept
applications pursuant to this act if the conm ssioner finds that
t he acceptance of applications would place the carrier in a
financially inpaired condition.

Section 305. Rates and filings.

(a) Application for approval of discounted or reduced rates
of payment to hospitals.--The board shall make application on
behal f of all carriers for approval of discounted or reduced
rates of paynment to hospitals for health care services provided
under an individual health benefits plan under this act.

(b) Governnent funding or discounts.--1n addition to

di scounted or reduced rates of hospital paynent, the board shal
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make application on behalf of all carriers for any other
subsi di es, discounts or funds that may be provided for under
Federal or State |law or regulation. A carrier may include

di scounted or reduced rates of hospital paynent and ot her
subsidies or funds granted to the board to reduce its prem um
rates for individual health benefits plans subject to this act.

(c) Filing of full schedule of rates.--A carrier shall not
i ssue individual health benefits plans on a new contract or
policy formpursuant to this act until an informational filing
of a full schedule of rates which applies to the contract or
policy formhas been filed with the board. The board shal
forward the informational filing to the comm ssioner and the
Attorney Ceneral.

(d) Filing of rate changes.--A carrier shall nmake an
informational filing with the board of any change in its rates
for individual health benefits plans pursuant to section 301
prior to the date the rates becone effective. The board shal
file the informational filing with the conm ssioner and the
Attorney Ceneral. If the carrier has filed all infornmation
required by the board, the filing shall be deenmed to be
conpl et e.

(e) Anticipated loss ratio.--

(1) Rates shall be fornmulated on contracts or policies
required pursuant to section 301 so that the antici pated
mnimum |l oss ratio for a contract or policy formshall not be
| ess than 85% of the premium The carrier shall submt wth
its rate filing supporting data, as determ ned by the board,
and a certification by a nenber of the Anerican Acadeny of
Actuaries, or other individuals acceptable to the board and

to the commi ssioner, that the carrier is in conpliance with
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t he provisions of this subsection.
(2) Followi ng the close of each cal endar year, if the
board determines that a carrier's loss ratio was |ess than
85% for that cal endar year, the carrier shall be required to
refund to policy or contract holders the difference between
t he amobunt of net earned premiumit received that year and
t he amobunt that woul d have been necessary to achieve the 85%
| oss ratio.
Section 306. Individual Health Coverage Program and board.

(a) Program established.--There is hereby established the
I ndi vi dual Health Coverage Program All carriers subject to the
provi sions of this act shall be nenbers of the program

(b) Board.--Wthin 30 days of the effective date of this
act, the comm ssioner shall give notice to all nenbers of the
time and place for the initial organizational neeting which
shall take place within 60 days of the effective date of this
act. The governing body of the programshall be a board which
shal |l consist of nine representatives. The conm ssioner or his
desi gnee shall serve as an ex officio nenber on the board. Four
menbers of the board shall be appointed by the Governor, wth
t he advi ce and consent of the Senate, one of whom shall be a
representative of an enpl oyer, appointed upon the recomendati on
of a business trade association, who is a person with experience
in the managenment or adm nistration of an enpl oyee health
benefit plan; one of whom shall be a representative of organi zed
| abor, appointed upon the recommendati on of the AFL-CIO, who is
a person with experience in the managenent or adm nistration of
an enpl oyee health benefit plan; and two of whom shall be
consuners of a health benefits plan who are reflective of the

popul ati on of this Comonweal th. Four board nenbers who
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represent carriers shall be elected by the nenbers, subject to
t he approval of the comm ssioner. To the extent there is an
entity licensed in this Cormonwealth that is willing to have a
representative serve on the board, a representative from each of
the follow ng entities shall be el ected:
(1) A health service corporation.
(2) A health maintenance organi zati on.
(3) A nutual health insurer of this Commonweal t h.
(4) A foreign health insurance conpany authorized to do
busi ness in this Conmonweal t h.
In approving the selection of the carrier representatives of the
board, the comm ssioner shall assure that all nenbers of the
programare fairly represented.
(c) Termof office.--Initially, two of the Governor's
appoi ntees and two of the carrier representatives shall serve
for a termof three years, one of the Governor's appoi ntees and
one of the carrier representatives shall serve for a termof two
years, and one of the Governor's appoi ntees and one of the
carrier representatives shall serve for a termof one year.
Thereafter, all board nenbers shall serve for a termof three
years. Vacancies shall be filled in the sanme manner as the
ori gi nal appoi ntnents.
(d) Initial carrier nmenbers.--I1f the initial carrier
representatives to the board are not elected at the
organi zati onal neeting, the comm ssioner shall appoint those
menbers to the initial board within 15 days of the
or gani zati onal neeting.
(e) Plan of operation.--Wthin 90 days after the appointnent
of the initial board, the board shall submt to the comm ssioner

a plan of operation and thereafter, any amendnents to the plan
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necessary or suitable to assure the fair, reasonabl e and

equi tabl e adm ni stration of the program The comm ssi oner may
di sapprove the plan of operation if the conmm ssioner determ nes
that it is not suitable to assure the fair, reasonable and

equi tabl e adm ni stration of the programand that it does not
provi de for the sharing of program | osses on an equitable and
proportionate basis in accordance with section 308. The plan of
operation or anendnents thereto shall beconme effective unless
di sapproved in witing by the comm ssioner within 45 days of
recei pt by the comm ssioner.

(f) Failure to submt plan of operation.--If the board fails
to submt a suitable plan of operation within 90 days after its
appoi ntment, the comm ssioner shall adopt a tenporary plan of
operation. The comm ssioner shall amend or rescind a tenporary
pl an adopted under this subsection at the tine a plan of
operation is submtted by the board.

(g) Plan conponents.--The plan of operation shall establish
procedures for:

(1) The handling and accounting of assets and noneys of
t he program and an annual fiscal reporting to the
conmi ssi oner .

(2) Collecting assessnents from nenbers to provide for
sharing program | osses in accordance with the provisions of
section 308 and admi ni strative expenses incurred or estinated
to be incurred during the period for which the assessnent is
made.

(3) Approving the coverage, benefit |evels and contract
forms for individual health benefits plans in accordance with
t he provisions of section 301.

(4) The inposition of an interest penalty for late

20010S0845B0974 - 15 -



paynent of an assessnent pursuant to section 308.

(5) Any additional natters at the discretion of the

boar d.

(h) Appointnment of insurance producer.--The board shal
appoint a licensed producer to advise the board on issues
related to sales of individual health benefits plans issued
pursuant to this act.

Section 307. Powers and authority of program and board.

The program shall have the general powers and authority
granted under the laws of this Commonweal th to insurance

conpani es, health service corporations and heal th mai nt enance

organi zations |icensed or approved to transact business in this

Commonweal t h, except that the program shall not have the power

to issue health benefits plans directly to either groups or

i ndi vi dual s. The board shall have the specific authority to:

(1) Assess nmenbers their proportionate share of program

| osses and admi ni strative expenses in accordance with the
provi sions of section 308 and nmake advance interim
assessnments, as nmay be reasonabl e and necessary for

organi zati onal and reasonabl e operati ng expenses and

estinmated | osses. An interimassessnent shall be credited as

an of fset agai nst any regul ar assessnent due follow ng the
cl ose of the fiscal year.

(2) Establish rules, conditions and procedures
pertaining to the sharing of program | osses and

adm ni strative expenses anong the nenbers of the program

(3) Reviewrate applications and formfilings submtted

by carriers in accordance with this act.

(4) Define the provisions of individual health benefits

pl ans in accordance with the requirenents of this act.
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(5) Enter into contracts which are necessary or proper
to carry out the provisions and purposes of this act.

(6) Establish a procedure for the joint distribution of
i nformati on on individual health benefits plans issued
pursuant to section 301.

(7) Establish, at the board's discretion, standards for
the application of a neans test for individual health
benefits plans issued pursuant to section 301.

(8) Establish, at the board's discretion, reasonable
gui delines for the purchase of new individual health benefits
pl ans by persons who already are enrolled in or insured by
anot her individual health benefits plan.

(9) Establish mninmmrequirenents for perfornmance
standards for carriers that are reinbursed for |osses
submtted to the program and provide for performance audits
fromtinme to tine.

(10) Sue or be sued, including taking any |egal actions
necessary or proper for recovery of an assessnent for, on
behal f of or against the program or a nenber.

(11) Appoint fromanong its nenbers appropriate |egal,
actuarial and other comm ttees as necessary to provide
techni cal and other assistance in the operation of the
program in policy and other contract design and any ot her
function within the authority of the program

(12) Borrow nmoney to effect the purposes of the program
Any notes or other evidence of indebtedness of the program
not in default shall be legal investnents for carriers and
may be carried as adnmitted assets.

(13) Contract for an independent actuary and any ot her

prof essi onal services the board deens necessary to carry out
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its duties under this act.

Section 308. Programlosses; imunity; paynents; and nongroup
per sons.

(a) Equitable sharing of program | osses.--The board shal
establish procedures for the equitable sharing of program| osses
anong all nenbers in accordance with their total narket share as
foll ows:

(1) (i) By March 1, 2003, and follow ng the close of
each cal endar year thereafter, on a date established by
t he board:

(A) every carrier issuing health benefits plans
in this Coommonweal th shall file with the board its
net earned prem um for the preceding cal endar year
endi ng Decenber 31; and

(B) every carrier issuing individual health
benefits plans in this Comonweal th shall file with
the board the net earned prem um on policies or
contracts issued under section 301 and the clains
paid and the adm nistrative expenses attributable to
those policies or contracts. If the clains paid and
reasonabl e adm ni strative expenses for that cal endar
year exceed the net earned prem um and any i nvest nent
i ncone thereon, the anount of the excess shall be the
net paid |loss for the carrier that shall be
rei nbursabl e under this act. For the purposes of this
subpar agr aph, "reasonabl e adm ni strative expenses”
shall be actual expenses or a maxi num of 25% of
prem um whi chever anount is |ess.

(i1i) Every nmenber shall be liable for an assessnent

to reinburse carriers issuing individual health benefits
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plans in this Comonweal th which sustain net paid | osses
for the previous year, unless the nenber has received an
exenption fromthe board under subsection (d) and has
witten a mnimum nunber of nongroup persons as provided
for in that subsection. The assessnent of each nenber
shall be in the proportion that the net earned prem um of
t he nenber for the cal endar year preceding the assessnent
bears to the net earned prem umof all menbers for the
cal endar year preceding the assessnent.
(2) A nenber that is financially inpaired may seek from
t he comm ssioner a defernment in whole or in part from any
assessment issued by the board. The conm ssioner nmay defer,
in whole or in part, the assessnent of the nmenber if, in the
opi nion of the comm ssioner, the paynent of the assessnent
woul d endanger the ability of the menber to fulfill its
contractual obligations. If an assessnment agai nst a nenber is
deferred in whole or in part, the amount by which the
assessnment is deferred may be assessed agai nst the other
menbers in a manner consistent with the basis for assessnent
set forth in this section. The nmenber receiving the defernent
shall remain liable to the programfor the anmount deferred.
(b) Imunity fromliability.--The participation in the
program as a nenber, the establishnment of rates, forns or
procedures, or any other joint or collective action required by
this act shall not be the basis of any |egal action, crimnal or
civil liability, or penalty against the program a nenber of the
board or a nenber of the programeither jointly or separately
except as otherw se provided in this act.
(c) Paynment of assessnent.--Paynment of an assessnent made

under this section shall be a condition of issuing health
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1 benefits plans in this Commonwealth for a carrier. Failure to

2 pay the assessnment shall be grounds for forfeiture of a

3 carrier's authorization to issue health benefits plans of any

4 kind in this Coomonwealth, as well as any other penalties

5 permtted by |aw

6 (d) Exenption and enroll nment of nongroup persons under

7 managed care or indemity plan.--

8 (1) Notw thstanding the provisions of this act to the

9 contrary, a carrier may apply to the board, by a date

10 established by the board, for an exenption fromthe

11 assessnment and rei nbursenment for |osses provided for in this
12 section. A carrier which applies for an exenption shall agree
13 to enroll or insure a mnimum nunber of nongroup persons on
14 an open enrol |l nent community-rated basis, under a managed

15 care or indemity plan, as specified in this subsection,

16 provi ded that any indemity plan so issued conforns with

17 sections 301 through 304 and 315. For the purposes of this
18 subsecti on, nongroup persons include individually enrolled
19 persons, conversion policies issued pursuant to this act,
20 Medi care cost and risk lives and Medicaid recipients. In
21 determ ning whether the carrier neets the mni mum nunber of
22 nongr oup persons required pursuant to this subsection, the
23 nunber of Medicaid recipients and Medi care cost and risk
24 l'ives shall not exceed 50% of the total.
25 (2) Notw thstanding the provisions of paragraph (1) to
26 the contrary, a health nmaintenance organi zation qualified
27 pursuant to the Health M ntenance O gani zation Act of 1973,
28 (Public Law 93-222, 87 Stat. 914) and tax exenpt under
29 section 501(c)(3) of the Internal Revenue Code of 1986
30 (Public Law 99-514, 26 U.S.C. 8 1 et seq.) may include up to
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one-third Medicaid recipients and up to one-third Medicare
recipients in determning whether it nmeets its m ni num
nunber.

(3) The m ni mum nunber of nongroup persons, as
determ ned by the board, shall equal the total nunber of
community-rated and nodi fied community-rated, individually
enroll ed or insured persons, including Medicare cost and risk
lives and enrolled Medicaid lives, of all carriers subject to
this act as of the end of the cal endar year, nultiplied by
the proportion that that carrier's net earned prem um bears
to the net earned premiumof all carriers for that cal endar
year, including those carriers that are exenpt fromthe
assessnent .

(4) Wthin 180 days after the effective date of this act
and on or before March 1 of each year thereafter, every
carrier seeking an exenption pursuant to this subsection
shall file with the board a statenent of its net earned
prem um for the preceding cal endar year. The board shal
determ ne each carrier's mni mum nunber of nongroup persons
in accordance with this subsection.

(5) On or before March 1 of each year, every carrier
that was granted an exenption for the precedi ng cal endar year
shall file with the board the nunber of nongroup persons, by
category, enrolled or insured as of Decenber 31 of the
precedi ng cal endar year. To the extent that the carrier has
failed to enroll the m nimum nunber of nongroup persons
established by the board, the carrier shall be assessed by
the board on a pro rata basis for any differential between
t he m ni mum nunber established by the board and the actual

nunber enrolled or insured by the carrier.
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(6) A carrier that applies for the exenption shall be
deened to be in conpliance with the requirenents of this
subsection if:

(1) by the end of cal endar year 2002, it has
enrolled or insured at |east 40% of the m ni mrum nunber of
nongr oup persons required;

(i1i) by the end of cal endar year 2003, it has
enrolled or insured at |east 75% of the m ni mum nunber of
nongr oup persons required; and

(iii1) by the end of cal endar year 2004, it has
enrolled or insured 100% of the m ni mum nunber of
nongr oup persons required.

(7) Any carrier that wites both managed care and
i ndemnity business that is granted an exenption pursuant to
this subsection may satisfy its obligation to wite a m ni mum
nunber of nongroup persons by witing either managed care or
i ndemni ty busi ness, or both.

(e) Limtation.--Notw thstanding the provisions of this
section to the contrary, no carrier shall be liable for an
assessnment to reinburse any carrier pursuant to this section in
an anmount whi ch exceeds 35% of the aggregate net paid | osses of
all carriers filing pursuant to subsection (a)(1)(i). To the
extent that this limtation results in any unrei nbursed paid
| osses to any carrier, the unreinbursed net paid | osses shall be
di stributed anong carriers:

(1) which owe assessnents pursuant to subsection
(a)(1)(ii);

(2) whose assessnments do not exceed 35% of the aggregate
net paid | osses of all carriers; and

(3) who have not received an exenption pursuant to
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subsection (d).

For the purposes of paragraph (3), a carrier shall be deened to

have received an exenption notw thstanding the fact that the

carrier failed to enroll or insure the m ni mum nunber of
nongroup persons required for that cal endar year.

Section 309. Statenent of net paid | osses and rei nbursenent.

(a) Statenment of net paid |osses.--No |later than March 1
2003, any carrier issuing individual health benefits plans in
this Coomonwealth shall file with the board a statenent of any
net paid | osses for the cal endar year endi ng Decenber 31, 2002,
as cal cul ated pursuant to section 308, along with any supporting
i nformati on required by the board.

(b) Reinbursenent.--The |osses filed pursuant to subsection
(a) shall be reinbursed in an anmount up to $10, 000, 000 or 50% of
the paid | osses, whichever anobunt is less, to the carrier filing
the | osses. The assessnment shall be nmade as a separate
assessment fromthose required pursuant to section 308, but
shal | be assessed in the sane manner and at the sane tinme as the
first assessment made after the effective date of this act as
provided for in section 308, except that the carrier filing for
t he rei mbursenment shall not be subject to an assessnent under
this section.

Section 310. Determnation of carriers with disproportionate
share of substandard risks and recommendati ons
for renmedial action.

The board shall determ ne whether any carrier has a
di sproportionate share of substandard risks insured or enrolled
under its individual health benefits plans and shall nake
recommendati ons to the Governor and the General Assenbly for

remedi al action to mnimze the | osses sustained by the carrier
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as a result of insuring these risks.
Section 311. Sale of plan.

A health benefits plan issued pursuant to section 301 nmay be
sold through a |icensed producer.
Section 312. Rate filings.

Not wi t hst andi ng the provisions of any other insurance |aw of
this Coomonwealth to the contrary, a health mai ntenance
organi zation shall not be required to submt any rate filings
with the comm ssioner for an individual health benefits plan
that is subject to the provisions of this act, but shall be
subject to the mninmumloss ratio provisions of section 305.
Section 313. Action by board.

(a) GCeneral rule.--Al actions adopted by the board shall be
subject to the provisions of this section, notw thstandi ng any
provisions of law to the contrary.

(b) Notice requirenents.--

(1) Prior to the adoption of an action of the board, the
board shall publish notice of its intended action in three
newspapers of general circulation in this Conmonweal th and
may publish the notice of intended action in any trade or
prof essi onal publication which it deens necessary. The notice
of intended action shall include procedures for obtaining a
detail ed description of the intended action and the tine,
pl ace and manner by which interested persons may present
their views. The board shall provide the notice of intended
action and a detailed description of the intended action by
mail, or otherwi se, to affected trade and prof essi onal
associations, carriers subject to this act and such ot her
i nterested persons or organi zati ons whi ch nmay request

notification. The board shall forward the notice of intended
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action and the detail ed description of the intended action

concurrently to the Legislative Reference Bureau for

publication in the Pennsyl vania Bulletin.

(2) The board shall not charge any fee for placenent
upon the mailing list of associations, carriers or other
persons to be notified, but the board nay charge a fee to an
association, carrier or other person requesting a copy of the
text of the intended action, which fee shall not be in excess
of the actual cost of reproducing and nailing the copy.

(3) A copy of the text of the intended action shall be
avai l abl e in the departnent.

(c) Public hearing.--The board shall hold a public hearing
on the establishnent and nodification of health benefits pl ans,
and the board may hold a public hearing on any other intended
action. Notice of a hearing shall be given in the notice of
i ntended action provided for in subsection (b).

(d) Opportunity to comment in witing.--

(1) Wether or not a public hearing is held, the board
shall afford all interested persons an opportunity to conment
in witing on the intended action. Witten coments shall be
submtted to the board within the time established by the
board in the notice of intended action, which tine shall not
be | ess than 20 cal endar days fromthe date of notice.

(2) The board shall give due consideration to al
comments received. Wthin a reasonable period of tine
foll ow ng subm ssion of the conments pursuant to this
subsection, the board shall prepare for public distribution a
report listing all parties who provided witten subm ssions
concerning the intended action, summarizing the content of

t he subm ssions and providing the board's response to the
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data, views and argunents contained in the subm ssions. A
copy of the report shall be filed with the Legislative
Ref erence Bureau for publication in the Pennsyl vania
Bul | etin.
(e) Final action.--The board may adopt the intended action
i medi ately follow ng the expiration of the public conment
period provided in subsection (d) or the hearing provided for in
subsection (c), whichever date is later. The final action
adopted by the board shall be submtted for publication in the
Pennsyl vania Bulletin and shall be effective on the date of the
subm ssion or such |ater date as the board nay establish
(f) Construction.--Nothing in this section shall be
construed to prohibit the comm ssioner from adopting any rule or
regul ati on pursuant to the act of July 31, 1968 (P.L. 769,
No. 240), referred to as the Commonweal th Docunents Law, or from
taki ng any other action required or authorized by this act.
(g) Definition.--As used in this section, the term"action"
includes, but is not limted to:
(1) The establishnent and nodification of health
benefits plans.
(2) Procedures and standards for the:
(i) assessnent of nmenbers and the apportionnment
t her eof ;
(i1i) filing of policy fornms;
(ti1) making of rate filings;
(iv) evaluation of material submtted by carriers
with respect to loss ratios; and
(v) establishnent of refunds to policy or contract
hol ders.

(3) The promul gation or nodification of policy forns.
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The term shall not include the hearing and resol ution of
contested cases, personnel nmatters and applications for
wi t hdrawal or exenptions.
Section 314. Prohibition.

A carrier shall not require an eligible person to purchase
any ot her insurance coverage, including, but not limted to,
life insurance, accident insurance or disability insurance, as a
condition of or in conjunction with the purchase of a health
benefits plan under this act.

Section 315. Applicability; duplicative coverage; penalties;
rates.

(a) Plan issued on or after effective date of act.--An
i ndi vi dual health benefits plan issued on or after the effective
date of this act shall be subject to the provisions of this act.

(b) Plans issued prior to effective date of act.--

(1) An individual health benefits plan issued on an open
enrol l ment, nodified conmmunity-rated basis or comunity-rated
basis prior to the effective date of this act shall not be
subj ect to sections 301 through 305, unless otherw se
speci fied therein.

(2) An individual health benefits plan issued other than
on an open enrollment basis prior to the effective date of
this act shall not be subject to the provisions of this act,
except that the plan shall be liable for assessnents nade
pursuant to section 308.

(3) A group conversion contract or policy issued prior
to the effective date of this act that is not issued on a
nodi fied conmunity-rated basis or community-rated basis shal
not be subject to the provisions of this act, except that the

contract or policy shall be liable for assessnents nade
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pursuant to section 308.

(c) Duplicative coverage prohibited.--After the effective
date of this act, an individual who is eligible to participate
in a group health benefits plan that provides coverage for
hospital or nedical expenses shall not be covered by an
i ndi vi dual health benefits plan which provides benefits for
hospital and nedi cal expenses that are the sanme or simlar to
coverage provided in the group health benefits plan, except that
an individual who is eligible to participate in a group health
benefits plan but is currently covered by an individual health
benefits plan may continue to be covered by that plan until the
first anniversary date of the group plan occurring on or after
January 1, 2002.

(d) Penalties.--Except as otherw se provided in subsection
(c), after the effective date of this act, a person who is
covered by an individual health benefits plan who is a
participant in or is eligible to participate in a group health
benefits plan that provides the sane or simlar coverages as the
i ndi vi dual health benefits plan and a person, including an
enpl oyer or insurance producer, who causes another person to be
covered by an individual health benefits plan which person is a
participant in or who is eligible to participate in a group
health benefits plan that provides the sanme or sim/lar coverages
as the individual health benefits plan shall be subject to a
fine by the conm ssioner in an anount not |ess than tw ce the
annual premum paid for the individual health benefits plan,
together with any other penalties permtted by |aw

(e) Rates.--Every individual health benefits plan issued
prior to the effective date of this act shall be rated as

foll ows:
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1 (1) No later than 180 days after the effective date of

2 this act, the premumrate charged by a carrier to the

3 hi ghest rated individual who purchased an individual health

4 benefits plan prior to the effective date of this act shal

5 not be greater than 150% of the premumrate charged to the

6 | onest rated individual purchasing that sane or a simlar

7 heal th benefits plan.

8 (2) During the period July 1, 2003, to June 30, 2004,

9 the premumrate charged by a carrier to the highest rated
10 i ndi vi dual who purchased an individual health benefits plan
11 prior to the effective date of this act shall not be greater
12 than 125% of the premumrate charged to the | owest rated
13 i ndi vi dual purchasing that sane or a simlar health benefits
14 pl an.

15 (3) On and after July 1, 2004, every individual health
16 benefits plan which was issued before the effective date of
17 this act shall be community rated upon the date of its

18 renewal .

19 (4) A carrier that issues an individual health benefits
20 plan with nodified community rating subject to the provisions
21 of this subsection shall nake an informational filing with
22 t he board whenever it adjusts or nodifies its rates.

23 CHAPTER 7

24 M SCELLANEQUS PROVI SI ONS

25 Section 701. Effective date.

26 This act shall take effect in 60 days.
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