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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2998 %5

| NTRODUCED BY DelLUCA, BEBKO-JONES, BELARDI, CASCRI O CURRY
FABRI ZI O, FREEMAN, GEORGE, GOOD, GOODNVAN, GRUCELA, HERSHEY,
JOSEPHS, KOTI K, LAUGHLI N, LEVDANSKY, MGEEHAN, PALLONE
Pl STELLA, SURRA, TANGRETTI, THOVAS, TIGUE, VEON, WALKO AND
YOUNGBLOOD, NOVEMBER 16, 2004

REFERRED TO COVM TTEE ON | NSURANCE, NOVEMBER 16, 2004
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AN ACT
Amrending Title 40 (I nsurance) of the Pennsylvani a Consol i dated

Statutes, regulating charitable expenditures; and providing

for additional duties of the Insurance Departnent.

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

Section 1. Section 6101 of Title 40 of the Pennsylvani a
Consolidated Statutes is anmended by adding a definition to read:
§ 6101. Definitions.

The foll ow ng words and phrases when used in this chapter
shall have, unless the context clearly indicates otherw se, the

meani ngs given to themin this section:

"Charitabl e expenditure." An expenditure that benefits a

class of individuals who are uni nsured or underi nsured and

unabl e to purchase affordabl e cover age.

* * %

Section 2. Title 40 is anended by adding a section to read:

8 6128. Charitabl e expenditures.
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(a) Requirenent.--A hospital plan corporation shall nake

annual charitabl e expenditures in an anpunt equal to:

(1) 1.75%of direct witten prem umof their not-for-

profit busi ness; and

(2) 1.75% on the net revenue of their for-profit

subsi di ari es and j oi nt ventures.

(b)Y Audit.--The departnent shall annually audit hospital

pl an corporations and their subsidiaries and joint ventures with

ot her corporations to determ ne the anpunt of direct witten

premium of their not-for-profit busi ness and net revenue of

their for-profit subsidiaries and joint ventures.

(c) Audit cost.--Each hospital plan corporation shall bear

the cost of an audit of the corporati on under subsection (b).

(d) Charitable expenditures.--For purposes of this section,

the foll owi ng expendi tures qualify as charitabl e expenditures:

(1) Financial contributions to the Children's Health

| nsur ance program under Article XXII| of the act of May 17,

1921 (P.L.682, No.284), known as The | nsurance Conpany Law of

1921, adult basi c coverage i nsurance program or other

governnent or private prograns whi ch provi de subsidi zed

health i nsurance coverage to individuals and fanmlies who are

unabl e to purchase affordable health i nsurance coverage and

whose fanmly incones are no greater than 200% of the Federa

poverty | evel.

(2) Donations of health insurance or its equivalent to

i ndi vi dual s who cannot otherw se afford it.

(3) Subsidies to provide coverage for eliqgible

i ndi vi dual s who purchase coverage from a desi gnated i nsurer

under the alternative nechanismin individual market as set

forth in section 1004-A of The | nsurance Conpany Law of 1921
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to conply with the Health I nsurance Portability and

Accountability Act of 1996 (Public Law 104-191, 110 Stat.

(4) Oher expenditures as identified by the departnent

by requl ati on as qualifying.

(e) Nonqualifying expendi tures.--For purposes of this

section, the foll owi ng expenditures do not qualify as charitable

expendi t ur es:

(1) Taxes or paynments in |lieu of taxes.

(2) Charitable contributions to nonprofit organi zati ons

under section 501(c)(3) of the Internal Revenue Code of 1986

(Public Law 99-514, 26 U.S.C. 8 501(c)(3)) that provide

services unrelated to health care and health i nsurance.

(3) Expenditures that cover only adnmi nistrative expenses

of a public program whi ch provi des subsi di zed health

i nsurance coverage to individuals and fanilies who are unabl e

to purchase affordable health i nsurance coverage, but do not

cover actual health care services.

(4) The cost of group conversion prograns required of

all health insurers under section 621.2(d) of The | nsurance

Conpany Law of 1921.

(5) Investnent in infrastructure and capit al

i mprovenents.

(6) O her expenditures as identified by the depart nent

by requl ati on as nonqual i fyi ng.

(f) Enforcenent.--The departnent shall nonitor and enforce

conpliance with this section.

(g) Reports.--A hospital plan corporati on nust nake an

annual report on its conpliance with charitabl e expendi ture

requi renents to the departnent, the chairnan and mnority
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chai rman of the Banking and | nsurance Connmittee of the Senate

and the chairman and minority chai rman of the | nsurance

Committee of the House of Representatives.

Section 3. Section 6302(a) of Title 40 is amended by addi ng
a definition to read:
§ 6302. Definitions.

(a) GCeneral rule.--The follow ng words and phrases when used
in this chapter shall have, unless the context clearly indicates
ot herwi se, the nmeanings given to themin this section:

* * %

"Charitabl e expenditure." An expenditure that benefits a

class of individuals who are uni nsured or underi nsured and

unabl e to purchase affordabl e cover age.

* * %

Section 4. Title 40 is anended by adding a section to read:

8 6336. Charitabl e expenditures.

(a) Requirenent.--A professional health service corporation

shall make annual charitabl e expenditures in an anount equal to:

(1) 1.75%of direct witten prem umof their not-for-

profit busi ness; and

(2) 1.75% on the net revenue of their for-profit

subsi di ari es and j oi nt ventures.

(b)Y Audit.--The departnent shall annually audit professional

health service corporations and their subsidiaries and joi nt

ventures with other corporations to detern ne the anpunt of

direct witten premiumof their not-for-profit busi ness and net

revenue of their for-profit subsidiaries and joint ventures.

(c) Audit cost.--Each professional health service

corporation shall bear the cost of an audit of the corporation

under subsection (b).
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1 (d) Charitable expenditures.--For purposes of this section,
2 the follow ng expenditures qualify as charitable expenditures:

3 (1) Financial contributions to the Children's Health

4 | nsurance program under Article XXIIl of the act of My 17,

5 1921 (P.L.682, No.284), known_as The | nsurance Conpany Law of
6 1921, adult basic coverage_ insurance program or ot her

7 governnent or private prograns which provide subsidized

8 health i nsurance coverage to_ individuals and famlies who are
9 unabl e to purchase affordable health insurance coverage and
10 whose fanmily incones are no greater than 200% of the Federa
11 poverty |evel.

12 (2) Donations of health insurance or its equivalent to
13 i ndi vidual s who cannot ot herwi se afford it.

14 (3) Subsidies to provide coverage for eligible

15 i ndi vi dual s who purchase coverage from a designated insurer
16 under the alternative nechanismin individual narket as set
17 forth in section 1004-A of The Insurance Conpany Law of 1921
18 to conply with the Health Insurance Portability and

19 Accountability Act of 1996 (Public Law 104-191, 110 Stat.
20 1936)
21 (4) Oher expenditures as identified by the departnent
22 by reqgulation as qualifying.
23 (e) Nonqualifying expenditures.--For purposes of this
24 section, the follow ng expenditures do not qualify as charitable
25 expenditures:
26 (1) Taxes or paynents in lieu of taxes.
27 (2) Charitable contributions to nonprofit organi zati ons
28 under section 501(c)(3) of the Internal Revenue Code of 1986
29 (Public Law 99-514, 26 U.S.C. 8§ 501(c)(3)) that provide
30 services unrelated to health care and health insurance.
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(3) Expenditures that cover only adninistrative expenses

of a public program whi ch provi des subsi di zed health

i nsurance coverage to individuals and fanmlies who are unabl e

to purchase affordable health i nsurance coverage, but do not

cover actual health care services.

(4) The cost of group conversion prograns required of

all health insurers under section 621.2(d) of The | nsurance

Conpany Law of 1921.

(5) Investnent in infrastructure and capit al

i mprovenents.

(6) O her expenditures as identified by the departnent

by requl ati on as nonqual i fyi ng.

(f) Enforcenent.--The departnent shall nonitor and enforce

conpliance with this section.

(g) Reports.--A professional health service corporation nust

make an annual report on its conpliance with charitabl e

expendi ture requi renents to the departnent, the chai rnan and

m nority chairnman of the Banki ng and | nsurance Conmttee of the

Senate and the chairnman and mnority chairman of the | nsurance

Committee of the House of Representatives.

Section 5. This act shall take effect in 60 days.
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