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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1892 5

| NTRODUCED BY VANCE, M COZZI E, RCSS, DeLUCA, ADCLPH, BARRAR
BASTI AN, BELFANTI, BUNT, CAPPELLI, CLYMER, CRAHALLA,
CRElI GHTON, CURRY, DALLY, EACHUS, D. EVANS, FAI RCHI LD
FI CHTER, FLEAGLE, FREENMAN, GABI G CGECORCGE, G NGRI CH, GORDNER,
HALUSKA, HARPER, HARRI' S, HENNESSEY, JAMES, KENNEY, LAUGHLI N
LEDERER, MANDERI NO, MANN, MARSI CO, Mc@ LL, M| LHATTAN,
MENAUGHTON, MUNDY, NAILOR, N CKOL, OLIVER, PH LLIPS, PRESTON,
ROONEY, RUBLEY, SCAVELLO, SCHRODER, SEMMVEL, SHANER, B. SM TH
SOLOBAY, STEIL, TANGRETTI, E. Z. TAYLOR, THOVAS, Tl GUE
WANSACZ, WASHI NGTQON, WATERS, WATSQON, YOUNGBLOCD AND YUDI CHAK
AUGUST 4, 2003

REFERRED TO COVM TTEE ON | NSURANCE, AUGUST 4, 2003

AN ACT

Amendi ng the act of May 17, 1921 (P.L.682, No.284), entitled "An
act relating to insurance; anending, revising, and
consolidating the | aw providing for the incorporation of
i nsurance conpani es, and the regul ati on, supervision, and
protection of hone and foreign insurance conpani es, LI oyds
associ ations, reciprocal and inter-insurance exchanges, and
fire insurance rating bureaus, and the regul ati on and
supervi sion of insurance carried by such conpani es,
associ ations, and exchanges, including insurance carried by

10 the State Workmen' s | nsurance Fund; providing penalties; and

11 repealing existing laws," providing for basic health benefit

12 pl ans.

OCO~NOUITARWNE

13 The General Assenbly of the Conmonweal th of Pennsyl vani a

14 hereby enacts as foll ows:

15 Section 1. The act of May 17, 1921 (P.L.682, No.284), known
16 as The Insurance Conpany Law of 1921, is anended by addi ng an
17 article to read:

18 ARTI CLE XXI |
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BASI C HEALTH BENEFI T PLAN

Secti on 2201. Scope.

This act relates to any health benefit plan offered by an

i nsurance carrier that provides insurance coverage to enpl oyees

of a small enpl oyer.

Secti on 2202. Definitions.

The foll owi ng words and phrases when used in this act shal

have the neani ngs given to themin this section unless the

context clearly indicates ot herw se:

"Association." A bona fide trade, industry, professional or

chanber of comrerce nenbershi p group that nmakes health i nsurance

coverage available to its nenbers, whether they be individual

menbers, small enpl oyer nenbers or | arge group nenbers. To

qual i fy as an associ ati on, nenbership nay not be conditi oned on

health status nor may annual nenbershi p dues or fees be based on

health status or linmited to the cost of selected health benefit

"Carrier." A health insurance entity licensed in this

Commpnweal th to i ssue group health i nsurance, subscri ber

contracts, certificates or plans which provide nedical or health

care coverage by a health care facility or |licensed health care

provider which is offered or governed under this act or any of

the foll ow ng:

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

known as the Health Mii ntenance Organi zati on Act.

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

the I ndividual Accident and Sickness | nsurance M ni num

St andards Act.

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

61 (relating to hospital plan corporations) and 63 (rel ati ng
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to professional health services plan corporations).

"Commi ssioner." The | nsurance Conmi ssi oner of the

Commpnweal t h.

"Community rating." A nethod used to develop a carrier's

prem um that spreads financial risk equally across the carrier's

smal | group popul ati on. The community-rated prenm umrate charged

by a carrier may be based on a geographic conmunity's rate

experi ence for small qgroup policies. I n devel opi ng the

geoqraphic rating factor for a conmunity, counties are the

smallest rating territory.

"Eliqgi ble enpl oyee." An enpl oyee who works on a full-tine

basis with a normal work week of 30 or nore hours. The term

shall al so include an enpl oyee who, at the enpl oyer's

di scretion, works on a full-time basis with a normal work week

of at least 17.5 hours if this eliqgibility criterion is applied

uni formy anong all of the enpl oyer's enpl oyees and wi t hout

regard to a health status-related factor. The termi ncl udes, but

is not limted to, a self-enployed individual, a sole proprietor

and a partner of a partnership, and nmay i nclude an i ndependent

contractor if the self-enployed individual, sole proprietor,

partner of a partnership or independent contractor is included

as an enpl oyee under the health benefit plan of the enpl oyer.

The term does not include an enpl oyee who works on a tenporary

or substitute basis or who works |l ess than 17.5 hours per week.

"Heal th benefit plan." A hospital or nedical expense

i nsurance policy that is offered, executed, issued, renewed or

delivered by a carrier for nedical care for a subscriber. The

termshall not include one or nore of the foll ow ng:

(1) Accident only.

(2) Limted benefit.
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(3) Credit.

(4) Long-termor disability incone.

(5) Specified di sease.

(6) Medi care suppl enent.

(7) Civilian Health and Medi cal Program of the Uniformed

Servi ces (CHAMPUS) suppl enent.

(8) Workers' conpensati on.

(9) Autonpbile nedical paynent.

"Heal th status-related factor." Any of the foll ow ng:

(1) Health status.

(2) Medical condition, including both physical and

mental ill ness.

(3) Substance abuse.

(4) C ains experience.

(5) Receipt of health care.

(6) Medical history.

(7)) GCenetic information.

(8) Evidence of insurability, including conditions

arising out of acts of donestic viol ence.

(9) Disability.

(10) CQccupati on.

"Preexi sting condition." A condition, regardless of its

cause, for which nedical advice, diagnosis, care or treatnent

was recommended or received during the six nonths i medi ately

precedi ng the enroll nent date of coverage.

"Producer."” An individual who is |licensed by the | nsurance

Departnment as an i nsurance producer and who sells, solicits or

negoti ates i nsurance contracts.

"Restricted network provision." A provision of a health

benefit plan that conditi ons the paynment of benefits on the use
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of health care providers that have entered into a contractual

arrangenent with the i nsurance carrier to provide health care

services to covered individuals.

"Smal|l enployer." A person, firm corporation, partnership,

associ ation or political subdivision:

(1) that is actively engaged i n busi ness;

(2) in which a bona fide enpl oyer-enpl oyee rel ati onship

(3) is not fornmed prinmarily for the purpose of buyi ng

health i nsurance; and

(4) that, on at | east 50% of its worki ng days during the

precedi ng cal endar quarter, enployed 100 or fewer enpl oyees.

"Smal| group health benefit plan." A health benefit plan for

groups of two to 100 eligible persons, or, in the case of

associ ations, snmall enpl oyer groups of one to 50 eliqgible

Secti on 2203. Prem um r at es.

(a) Restrictions.--Premiumrates for small group health

benefit plans shall be subject to the foll owi ng provisions:

(1) A carrier offering health benefit plans to snal

enpl oyers shall develop a community rate for each health

benefit plan and may only vary the community rate for:

(i) qgeographic area; and

(ii) fanmly size.

(2) Medical underwiting which uses any of the foll ow ng

health status-related factors is not pernitted:

(i) Health status.

(ii) WMedical condition, including both physical and

mental ill ness.

(iii) Cains experience.
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1 (iv) Cenetic infornmation.

2 (v) Evidence of insurability, including conditions
3 arising out of acts of donestic violence.

4 (vi) Disability.

5 (b) Adjustnent of prem uns.--The premiumfor a health

6 benefit plan may not be adjusted by a carrier nore than once a
7 year, except that rates may be changed nore frequently to

8 reflect:

9 (1) Changes to the enrollnent of the small enpl oyer

10 group.

11 (2) Changes to a health benefit plan that have been

12 requested by the small enpl oyer.

13 (3) Changes to the famly conposition of enployees.

14 (4) Changes pursuant to a governnent order or judicial
15 pr oceedi ng.

16 (c) Rating factors.--Rating factors for health benefit plans
17 shall produce premuns for identical groups which differ only as
18 to the anpbunts attributable to plan design and which do not

19 reflect differences due to the nature of the groups presuned to
20 select particular health benefit plans.
21 (d) Restricted network provision.--A health benefit plan
22 that contains a restricted network provision shall not be
23 considered simlar coverage to a health benefit plan that does
24 not contain such a provision.
25 (e) Reqgulations.--The conm ssioner _shall establish
26 requlations to inplenent the provisions of this section and to
27 ensure that rating practices used by snmall enpl oyer group
28 insurance carriers are consistent with the provisions of this
29 article.

30 Section 2204. Renewabi l ity of coverage.
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A small group health benefit plan shall at the option of the

enpl oyer be renewable with respect to all eligible enpl oyees and

their dependents except in the foll owi ng cases:

(1) The small enployer fails to pay prem uns or nake

contri butions in accordance with the terns of the health

benefit plan or the carrier has not received tinely paynments.

(2) The small enployer has, relating to the snall group

health benefit plan, nade an intentional n srepresentati on of

material fact or done anythi ng which constitutes fraud.

(3) The small enpl oyer has not conplied with either of

the foll ow ng:

(i) The carrier's mninum participation

requi renents.

(ii) The carrier's enployer contribution

requi renents.

(4) The carrier elects to discontinue offering a snal

group health benefit plan. |If such an election is nade, the

carrier nust provide notice of the election as foll ows:

(i) At least 30 days before the plan expires, the

carrier shall give notice to all affected snal

enpl oyers..

(ii) At least 180 days before the plan expires, the

carrier shall give notice to the conni ssi oner.

Section 2205. Availability of coverage.

(a) Uniformty.--As a condition of transacti ng business in

this Commonwealth, a carrier who provides small group heal th

benefit plans shall offer to small enployers all the health

benefit plans which it nmarkets.

(b)Y Preexisting conditions.--Health benefit plans that cover

smal |l groups shall not deny, exclude or limt benefits to a
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covered individual for |osses incurred nore than si x nponths

following either the coverage enroll nent date or the first day

of the waiting period for enroll nent, whichever is earlier, due

to a preexisting condition.

Section 2206. Standards to assure fair narketing.

(a) Duties of comm ssioner.--The conmm ssi oner shal

deternine that the foll owi ng standards have been net by a

carrier or producer, as appropri ate:

(1) A carrier who provides small group health benefit

pl ans shall actively market all health benefit plans sold by

the carrier to eligible small enployers in this Conmbnweal t h.

(2) Except as provided under paragraph (3), a carrier

who provides snall group health benefit plans or a producer

(i) Encourage or direct a snmall enployer to refrain

fromfiling an application for coverage with the carrier

because of a health status-rel ated factor or the nature

of the industry, occupation or geoqgraphic | ocation of the

smal | enpl oyer.

(ii) Encourage or direct a small enpl oyer to seek

coverage from another carrier because of a health status-

related factor or the nature of the industry, occupati on

or geographic | ocation of the small enpl oyer.

(3) The provisions of paragraph (2) shall not apply with

respect to informati on provided by a carrier or producer to a

smal | enpl oyer regardi ng an establi shed geographi ¢ service

area or a restricted network provision of a carrier.

(4) A carrier who provides small group health benefit

plans may not enter into a contract, agreenent or arrangenent

that provides for or results in a producer's conpensation to
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1 be varied because of an initial or renewal health status-

2 related factor or the nature of the industry or occupation of
3 the small enpl oyer.

4 (5) A carrier who provides snmall group health benefit

5 plans may not ternminate, fail to renewor |limt its contract
6 or _agreenent with a producer for a reason related to an

7 initial or renewal health status-related factor or occupation
8 of the small enpl oyer.

9 (6) A producer or carrier who provides snmall group
10 heal th benefit plans nmay not induce or encourage a snal
11 enpl oyer to_exclude an enpl oyee or the enpl oyee's dependents
12 fromhealth coverage or benefits avail able under the plan.
13 (b) Reqgul ations.--The conmmi ssioner nay pronul gate
14 regulations which set forth additional standards to provide for
15 broad availability and fair nmarketing of health benefit plans to
16 snmall enployers in this Commobnweal t h.
17 Section 2. This act shall take effect January 1, 2004.
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