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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 I aw providing for the incorporation of
i nsurance conpani es, and the regul ation, supervision, and
protection of hone and foreign insurance conpanies, Lloyds
associ ations, reciprocal and inter-insurance exchanges, and
fire insurance rating bureaus, and the regulation and
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
repeal i ng existing | aws, " providing for small group health
plan rates, for coverage requirenents and for nmarketing
requirenents.

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.682, No.284), known
as The I nsurance Conpany Law of 1921, is amended by addi ng an
article to read:

ARTI CLE XXI |

SVALL GROUP HEALTH BENEFI T PLAN REQUI REMENTS

Section 2201. Scope of article.

This article relates to any snmall qgroup health benefit pl an

offered by an insurance carrier that provides insurance coverage
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to enpl oyees of a small enpl oyer.

Secti on 2202. Definitions.

The foll owi ng words and phrases when used in this article

shal|l have the neanings given to themin this section unless the

context clearly indicates ot herw se:

"Carrier." A conpany or health insurance entity licensed in

this Commonweal th to i ssue group heal th i nsurance, subscri ber

contracts, certificates or plans that provide nedical or health

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

provider that 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) A nonprofit corporation subject to 40 Pa.C.S. Ch. 61

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

pr of essi onal health services plan corporati ons).

"Carrier group." A carrier witing coverage in Pennsylvani a,

including, but not linted to, the parent carrier, its

subsidiaries and affili ates.

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

Commpnweal t h.

"Community rating." The rating nethodol ogy where preni uns

are based on the average health care costs of the conmunity

covered, and not the age, gender or occupation of the individual

subscri bers.

"Departnent."” The | nsurance Departnent of the Commonweal th.

"Domi nant nmarket share." A carrier group determ ned by the

| nsur ance Departnent to provide coverage for 50% or nore of the

covered lives within a region.

"Mddl e market share." A carrier group determ ned by the
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| nsur ance Departnent to provi de coverage for 11% or nore, but

| ess than 50% of the covered lives in a regqion.

"Modi fied community rating." The rating net hodol ogy where

prem uns are based on the average health care costs of the

communi ty covered, as nodified by rating factors that have been

filed with the | nsurance Departnent.

"Region |I." The geoqraphic area covered by the counties of

Bucks, Chester, Del aware, Montgonery and Phil adel phi a.

"Region Il." The geographic area covered by the counti es of

Adans, Berks, Cunberl and, Dauphin, Franklin, Fulton, Lancaster,

Lebanon, Lehi gh, Northanpton, Perry, Schuyl kill and YorKk.

"Region Ill." The geographic area covered by the counti es of

Bradford, Carbon, dinton, Lackawanna, Luzerne, Lyconi ng,

Monroe, Pike, Sullivan, Susquehanna, Ti oga, Wayne and Wom ng.

"Region IV." The geographic area covered by the counti es of

Centre, Colunbia, Juniata, Mfflin, Mntour, Northunberl and,

Synder and Uni on.

"Reqgion V." The qgeoqraphic area covered by counties of

Bedford, Blair, Canbria, Cearfield, Hunti ngdon, Jefferson and

Soner set .

"Region VI." The geographic area covered by the counties of

Al | egheny, Arnstrong, Beaver, Butler, Fayette, G eene, |ndi ana,

Law ence, Washi ngton and West nor el and.

"Region VI|." The geographic area covered by the counti es of

Caneron, Clarion, Crawford, Elk, Erie, Forest, MKean, Mercer,

Potter, Venango and Varren.

"Smal|l enployer." |In connection with a group health pl an

with respect to a cal endar year and a plan year, an enpl oyer who

enpl oys an average of at |east two but not nore than 50

enpl oyees on busi ness days during the precedi ng cal endar year
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and who enpl oys at | east two enpl oyees on the first day of the

plan vear. In the case of an enpl oyer which was not in existence

t hr oughout the precedi ng cal endar year, the determnm nati on of

whet her an enployer is a snall enpl oyer shall be based on the

aver age nunber of enpl oyees that it is reasonably expected that

the enployer will enpl oy on busi ness days in the current

cal endar year.

"Smal| group health benefit plan." The health i nsurance pl an

under whi ch individuals obtain i nsurance coverage, directly or

t hrough any arrangenent, on behalf of thensel ves and their

dependents through a group health plan nmi ntai ned by a snal

enpl oyer or through nenbership in an associ ati on. The term shal

not i nclude any of the foll ow ng:

(1) Accident only policy.

(2) Limted benefit policy.

(3) Credit policy.

(4) Long-termor disability i ncone policy.

(5) Specified di sease policy.

(6) Medicare suppl enment policy.

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

Servi ces (CHAMPUS) suppl enent.

(8) Workers' conpensati on policy.

(9) Autonpbil e nmedi cal paynent policy.

"Smal | market share." A carrier group determ ned by the

| nsur ance Departnent to provide coverage for |less than 11% of

the covered lives in the region.

"Status." Dom nant narket share, snmall nmarket share or

m ddl e nar ket share.

Secti on 2203. Data cal | s.

(a) Reports.--Not |less frequently than March 1 of every
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ot her cal endar year, each carrier group shall file a report with

the departnment of the carrier group's nmarket share by region,

and the market share of each carrier within the carrier group by

region, for the i mmedi ately precedi ng cal endar year. The carrier

shall report the nunber of covered lives of all snmall group

health benefit plans, the tine periods over which coverage was

provi ded during the precedi ng cal endar year, and such ot her

i nformati on as the departnent shall deternine.

(b) Data calls.--The departnent may i ssue all other data

calls necessary to fulfill the requirenents of this article.

(c) Review of reports.--By July 1 of each reporting vyear,

the departnment shall review the reports provided for under this

article and shall publish in the Pennsyl vania Bulletin the

status of each carrier within each region in which the carrier

provi des cover age.

(d) Penalty.--The conmi ssi oner shall inpose an

adm ni strati ve penalty of $1,000 agai nst each carrier within the

carrier group for every day that the report is not provided in

accordance with subsection (a).

Secti on 2204. Rati ng requirenents.

(a) Snmmll group health benefit plans.--Each carrier within a

carrier group within a regi on which has a dom nant nmarket share

status shall use community rating in witing snmall group health

benefit plans in that regi on and nmay i ncrease or decrease its

approved rate base by not nore than 10% w t hout the prior

approval of the departnent.

(b) Modified community rating factors.--Each carrier within

a carrier group within a regi on which has a m ddl e nmarket share

status may use nodified community rating in witing snmall group

health benefit plans in that region and nay include in its rate
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structure such nodified comunity rating factors as are fil ed

with the departnent. The application of nodified conmunity

rating factors to a specific enployer group shall not exceed

plus or nminus 35% of the conmmunity rate.

(c) Rating nethodol ogy.--Each carrier within a carrier group

within a region which has a snall market share status may use

any rating nethodoloqgy in witing snmall group health benefit

pl ans wi thout prior approval of the departnent.

(d) Rate filings.--Carriers shall make all rate filings

necessary to ensure conpliance with this article.

Section 2205. Transition rates and rati ng net hodol oqgy.

(a) Different status.--ln any year that the depart nent

deternines that the status of a carrier group's market share

transitions the carrier group into a status different fromthe

precedi ng year, each carrier within the carrier group shal

institute a new rati ng net hodol ogy consi stent with this section.

(b)Y First year rati ng nethodol ogy.--For the first year in

which a carrier group's status has changed, each carrier within

the carrier group shall utilize a rating nethodol ogy whi ch

consists of two-thirds of the previ ous year's net hodol ogy and

one-third of the nethodol ogy of the new status.

(c) Second year rating nethodol ogy. --For the second year

after a carrier group's status has changed, each carrier within

the carrier group shall utilize a rating nethodol ogy whi ch

consi sts of one-third of the net hodol ogy of the base year and

two-thirds of the nethodol ogy of the new st at us.

(d) Third year rating nethodol ogy.--For the third year after

a carrier group's status has changed, each carrier within the

carrier group shall utilize the new rati ng net hodol ogy

deternm ned to be applicable at the begi nning of the transition.
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(e) Exenption.--The departnent may, upon application of the

carrier group, exenpt a carrier group fromthe conditi ons of

this section upon a showi ng by the carrier group of

extraordi nary circunstances.

Secti on 2206. Regul ati ons.

The conm ssi oner nay pronul gate any and all requl ati ons

necessary to i nplement and adnm nister this article.

Secti on 2207. Application.

(a) Initial data call; reports.--Wthin 90 days of passage

of this section, the initial data call provided for in section

2203 (relating to data calls) shall be commenced, and the

departnent shall provide notice to all carriers by publishing in

t he Pennsylvania Bulletin the due date for the reports required

under this article.

(b)) Rate filings.--All rate filings nade pursuant to this

act shall be subject to and in conpliance with applicable | aw

and requl ati ons.

Section 2. This act shall take effect imediately.

F27L40DV5/ 20050S0821B1057 - 7 -



