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AMENDMENTS TO SENATE AMENDMENTS, HOUSE OF REPRESENTATI VES,
JULY 1, 2008

AN ACT

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

2 act relating to insurance; anending, revising, and

3 consolidating the I aw providing for the incorporation of

4 i nsurance conpani es, and the regul ati on, supervision, and

5 protection of hone and foreign insurance conpani es, LI oyds

6 associ ations, reciprocal and inter-insurance exchanges, and

7 fire insurance rating bureaus, and the regul ati on and

8 supervi sion of insurance carried by such conpani es,

9 associ ations, and exchanges, including insurance carried by
10 the State Workmen' s | nsurance Fund; providing penalties; and
11 repealing existing laws," in prelimnary provisions, further
12 providing for effect of act on existing laws; in life
13 i nsurance, further providing for additional investnent
14 authority for subsidiaries; in casualty insurance, providing
15 for autism spectrum di sorders coverage and for col orectal
16 cancer screenings coverage; in insurance hol di ng conpanies,
17 further providing for definitions, for acquisition of control
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of or merger with donmestic insurer, for acquisitions

i nvol ving insurers not otherw se covered and for standards

and managenent of an insurer within a hol ding conpany system

providing for conmmttee review, establishing the Insurance

Restructuring Restricted Recei pt Account; providing for

community health reinvestnent; and making a rel ated repeal.

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

Section 1. Section 108 of the act of May 17, 1921 (P.L.682,
No. 284), known as The Insurance Conpany Law of 1921, is anended
to read:

Section 108. Effect of Act on Existing Laws.--The provisions
of this act, so far as they are the sane as those of existing
| aws, shall be construed as a continuation of such | aws and not
as new enactnents. The repeal by this act of any provision of
| aw shal | not revive any | aw heretofore repeal ed or superseded,
nor shall such repeal affect any act done, liability incurred,
or any right accrued or vested, or any suit or prosecution
pending or to be instituted to enforce any right or penalty or

puni sh any of fense under the authority of the repealed | aws. The

provi sions of this act shall not limt the jurisdiction and

authority of the Ofice of Attorney General, including, but not

limted to, the jurisdiction and authority granted pursuant to

the act of October 15, 1980 (P.L.950, No.164), known as the

"Commpbnweal th Attorneys Act."

Section 2. Section 405.2(c) of the act, amended Decenber 21,
1995 (P.L.714, No.79), is anended to read:

Section 405.2. Additional Investment Authority for
Subsidiaries.--* * *

(c) (1) [At] Except as set forth in paragraph (1.1), at no

time shall a donestic life insurance conpany nmake an invest nent

in any subsidiary which will bring the aggregate value of its

20070H1150B4133 - 2 -
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i nvestnments, as determ ned for annual statenment purposes but not
in excess of cost, in all subsidiaries under this subsection to
an anmount in excess of ten per centum (10% of its total
admtted assets as of the inmediately preceding thirty-first day
of Decenber. In determ ning the anmount of investnents of any
donmestic life insurance conpany in subsidiaries for purposes of
this subsection, there shall be included investnents nmade
directly by such insurance conpany and, if such investnent is
made by anot her subsidiary, then to the extent that funds for
such investnents are provided by the insurance conmpany for such
pur pose.

(1.1) A donestic life insurance conpany nmy i ncrease the

agqgregate value of its investnents, as determ ned for annual

st at enent purposes, but not in excess of cost, in al

subsi di ari es under this subsection to an anount in excess of ten

per centum (10% but at no tine in excess of fifteen per centum

(1599 of its total adnmitted assets as of the i nmedi ately

preceding thirty-first day of Decenber if the i ncrease has been

approved in witing by the | nsurance Departnent prior to naking

the investnment. |If the | nsurance Departnent does not approve or

di sapprove the increased i nvestnment within thirty (30) days of

recei pt of a request for approval, the i ncreased investnent

shal|l be deened approved. In deternm ni ng the anount of

i nvestnents of any donestic life i nsurance conpany in

subsi di ari es for purposes of this subsection, there shall be

i ncl uded i nvestnents nade directly by such i nsurance conpany

and, if such investnent is nade by another subsidiary, then to

the extent that funds for such i nvestnents are provided by the

i nsurance conpany for such purpose.

(2) The limtations set forth in [clause (1)] CLAUSES (1)

20070H1150B4133 - 3 -
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AND (1.1) of this subsection shall not apply to investnments in
any subsidiary which is:

(1) An insurance conpany or a health maintenance
organi zation holding a certificate of authority under the act of
Decenber 29, 1972 (P.L.1701, No.364), known as the "Health
Mai nt enance Organi zation Act.”

(i1i) A holding conpany to the extent its business consists
of the holding of the stock of, or otherwise controlling, its
own subsidi aries.

(tii) A corporation whose business primarily consists of
direct or indirect ownership, operation or managenent of assets
aut hori zed as investnments pursuant to sections 404.1 and 406.

(iv) A conpany engaged in any conbination of the activities
described in subclauses (i), (ii) and (iii) of this clause.

I nvest nents made pursuant to subclause (i) shall not be
restricted in amount provided that after such investnent, as
cal cul ated for NAIC annual statenent purposes, the insurer's
surplus will be reasonable in relation to the insurer's
outstanding liabilities and adequate to its financial needs.

I nvest ments made pursuant to subclause (ii), or to the extent
applicable in this subclause, shall in addition not be subject
to any limtations on the amount of a domestic life insurance
conpany's assets provided for under any other provision of this
act and which m ght otherwi se be applicable: Provided, however,
That such |ife insurance conmpany's investnents, to the extent
that such |ife insurance conpany provided the funds therefor, in
each of the subsidiaries of such holding conpany shall be
subject to the limtations, if any, applicable to such
investnment as if the holding conpany's interest in each such

subsidiary were instead owned directly by the life insurance

20070H1150B4133 - 4 -



© 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

conpany. Investnents made pursuant to subclause (iii), or, to
the extent applicable, this clause, shall be counted in
determining the limtations contained in applicable subsections
of sections 404.2 and 406: Provided, however, That the val ue as
cal cul ated for annual statenent purposes, but not in excess of
the cost thereof, of such investnent shall include only funds
provi ded by the insurance conpany therefor. Investnments made in
ot her subsidiaries of such |ife insurance conpany by any
subsi di ary described in subclauses (i), (ii), (iii) and this
subcl ause or by a person whose business prinmarily consists of
direct or indirect ownership, operation or managenent of real
property and interest therein under section 406 shall be deened
i nvestments made by the insurance conpany only to the extent the

funds for such investnent were provided by such insurance

conpany.

* * %

Section 3. The act is anmended by addi ng sections to read:

Section 635.2. Autism Spectrum Di sorders Coverage.--(a) A

health i nsurance policy or governnment progqram covered under this

section shall provide to covered individuals or recipi ents under

twenty-one (21) years of age coverage for the di agnostic

assessnent of autism spectrum di sorders and for the treatnent of

auti sm spectrum di sorders.

(b) Coverage provided under this section by an insurer shal

be subject to a maxi num benefit of thirty-si x thousand doll ars

($36, 000) per vyear but shall not be subject to any limts on the

nunber of visits to an auti sm service provider for treatnent of

auti sm spectrum di sorders. After Decenber 30, 2011, the

| nsur ance Conmi ssi oner shall, on or before April 1 of each

cal endar year, publish in the Pennsylvania Bulletin an

20070H1150B4133 - 5 -
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adj ustnent to the nmaxi num benefit equal to the change in the

United States Departnent of Labor Consumer Price | ndex for Al

Ur ban Consuners (CPI-U) in the precedi ng year, and the published

adj ust ed nmaxi mum benefit shall be applicable to the foll ow ng

cal endar years to health i nsurance policies issued or renewed in

t hose cal endar years. Paynents nade by an i nsurer on behalf of a

covered individual for treatnent of a health conditi on unrel at ed

to or distinqgquishable fromthe individual's auti sm spectrum

di sorder shall not be applied toward any nmaxi num benefit

est abl i shed under this subsecti on.

(c) Coverage under this section shall be subject to

copaynent, deducti bl e and coi nsurance provi sions, and any other

general exclusions or limtations, of a health insurance policy

or governnent programto the same extent as ot her nedi cal

servi ces covered by the policy or programare subject to these

pr ovi si ons.

(d) This section shall not be construed as limting benefits

whi ch are otherw se avail able to an individual under a health

i nsurance policy or governnent program

(d.1) This section shall not be construed as requiring

coverage by insurers of any service based solely on its

inclusion in an individualized educati on program Consi stent

with Federal or State | aw and upon consent of the parent or

guardi an of the covered individual, the treatnent of autism

spectrum di sorders may be coordi nated with any service incl uded

in an individualized educati on program Coverage for the

treatnent of auti sm spectrum di sorders shall not be conti ngent

upon a coordi nation of services with an individualized educati on

(e) (1) This section shall apply to any heal th i nsurance

20070H1150B4133 - 6 -
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policy offered, issued or renewed on or after July 1, 2009, in

this Commonwealth to groups of fifty-one (51) or nore enpl oyees:

Provi ded, That this section shall not include the foll ow ng

(i) Accident only.

(ii) Fixed indemity.

(iii) Limted benefit.

(iv) Credit.
(v) Dental.
(vi) Vision.

(vii) Specified disease.

(viii) Medicare suppl enent.

(ix) CHAMPUS (Civilian Health and Medi cal Program of the

Uni formed Servi ces) suppl enent.

(x) Long-termcare or disability incone.

(xi) Workers' conpensati on.

(xii) Autonobile nedical paynent.

(2) This section shall apply to any contract executed on or

after July 1, 2009, by the adult Basi c coverage insurance

program est abl i shed under Chapter 13 of the act of June 26, 2001

(P.L.755, No.77), known as the "Tobacco Settl enent Act," or by

the Children's Health Care Program established under this act,

or by any successor program of either of them

(3) On January 1, 2011, insurers shall nake a report to the

| nsurance Departnent, in a form and nmanner as determnm ned by the

departnent, to evaluate the inplenentation of this section.

(f) As used in this section:

(1) "Applied behavioral anal ysis" nmeans the design,

i mpl enentati on and eval uati on of environnental ppdification <—

MODI FI CATI ONS, usi ng behavioral stinuli and consequences, to <—

20070H1150B4133 - 7 -
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produce socially significant inprovenent in human behavior or to

prevent | oss of attained skill or function, including the use of

di rect observati on, neasurenent and functional analysis of the

rel ati ons between envi ronnent and behavi or.

(2) "Autismservice provider" neans any of the foll ow ng:

(i) A person, entity or group providing treatnent of autism

spectrum di sorders, pursuant to a treatnent plan, that is <—

li censed or certified in this Conmonweal t h.

(ii) Any person, entity or group providing treatnent of

auti sm spectrum di sorders, pursuant to a treatnent plan, that is <—

enrolled in the Conmmonweal th's nedi cal assi stance program on or

before the effective date of this section.

(3) "Autismspectrumdi sorders" neans any of the pervasive

devel opnental di sorders defined by the nost recent edition of

the Di agnostic and Statistical Manual of Mental Disorders (DSM,

or its successor, including autistic disorder, Asperger's

di sorder and pervasi ve devel opnental di sorder not otherw se

(4) "Behavior specialist" neans an indivi dual who desi gns,

i mpl enents or eval uates a behavior nodification intervention

conponent of a treatnent plan, including those based on appli ed

behavi oral anal ysis, to produce socially significant

i mprovenents in human behavior or to prevent | oss of attai ned

skill or function, through skill acquisition and the reducti on <—

of probl enati c behavi or.

(5) "D agnostic assessnent of auti sm spectrum di sorders"

means nedi cally necessary assessnents, eval uations or tests

perforned by a |licensed physician, |licensed physician assi stant,

i censed psychol ogi st or certified reqgi stered nurse practitioner

t o di agnose whether an individual has an auti sm spectrum

20070H1150B4133 - 8 -
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di sorder.

(6) "CGovernnent programl neans any of the foll ow ng:

(i) The Commponweal th's nedi cal assi stance program

est abl i shed under the act of June 13, 1967 (P.L.31, No.?21),

known as the "Public Wl fare Code."

(ii) The adult basic coverage insurance program established

under Chapter 13 of the act of June 26, 2001 (P.L.755, No.77),

known as the "Tobacco Settl enent Act."

(iii) The Children's Health Care Program establi shed under

this act.

(7)) "Health insurance policy" neans any qgroup health,

si ckness or accident policy, or subscriber contract or

certificate offered, issued or renewed by an entity subject to

one of the foll ow ng:

(i) This act.

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

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

(iii) 40 Pa.C.S. Ch. 61 (relating to hospital plan

corporations) or 63 (relating to professional health service

pl an cor porations).

(8) "lInsurer" neans any entity offering a health insurance

policy as defined in this section.

(9) "Pharmacy care" neans nedi cati ons prescri bed by a

| i censed physician, |icensed physician assi stant or certified

regi stered nurse practiti oner and any assessnent, eval uati on or

test prescribed or ordered by a |licensed physician, |icensed

physi ci an assi stant or certified reqgi stered nurse practitioner

to determ ne the need or effectiveness of such nedi cati ons.

(10) "Psychiatric care" neans direct or consultative

servi ces provided by a physici an who specializes in psychiatry.

20070H1150B4133 - 9 -



(11) "Psychol ogi cal care" neans direct or consultative

servi ces provided by a psychol ogi st.

(12) "Rehabilitative care" neans professional services and

treat nent prograns, including applied behavi oral anal ysis,

provi ded by an auti sm servi ce provi der TO PRODUCE SOCI ALLY <—

SI GNI FI CANT | MPROVEMENTS |N HUVAN BEHAVI OR OR TO PREVENT LGOSS OF

ATTAI NED SKILL OR FUNCTI ON

(13) "Therapeutic care" neans services provided by speech

| anquage pat hol ogi sts, occupati onal therapists or physical

t her api st s.

(14) "Treatnent of auti sm spectrum diserder DI SORDERS' shall <—

be identified in a treatnent plan and shall include any of the

foll owi ng medi cally necessary pharnacy care, psychiatric care,

psychol ogi cal care, rehabilitative care and therapeutic care

(i) Prescribed, ordered or provided by a |licensed physici an,

| i censed physician assistant, |icensed psychol ogist, |icensed

clinical social worker or certified reqgi stered nurse

practitioner.

(ii) Provided by an auti sm service provider.

(iii) Provided by a person, entity or group that works under

the direction of an auti sm servi ce provider.

(15) "Treatnent plan" neans a plan for the treatnent of

auti sm spectrum di sorders devel oped by a |icensed physici an or

|i censed psychol ogi st pursuant to a conprehensi ve eval uati on or

reeval uati on perforned in a manner consi stent with the nost

recent clinical report or recommendati ons of the Aneri can

Acadeny of Pedi atrics.

(g) (1) The State Board of Medicine, in consultation with

the Departnment of Public Welfare, shall promul gate requl ati ons

20070H1150B4133 - 10 -
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providing for the licensure or certificati on of behavior

speci alists. Behavior specialists |licensed or certified by the

State Board of Medicine shall be subject to all disciplinary

provi si ons applicable to nedical doctors as set forth in the act

of Decenber 20, 1985 (P.L.457, No.112), known as the "Medi cal

Practice Act of 1985." The State Board of Medi ci ne may charge

reasonabl e fees as set by board requl ation for |icensure or

certificates or applications permitted by the "Medical Practice

Act of 1985."

(2) An applicant applying for a license or certificate as a

behavi or specialist shall submt a witten application on forns

provi ded by the State Board of Medi ci ne evidenci ng and i nsuring

to the satisfaction of the board that the appli cant:

(i) |Is of good noral character

(ii) Has received a naster's or hi gher degree from a board-

approved, accredited coll ege or university, including a ngnjor

course of study in school, clinical or counseling psychol ogy,

speci al educati on, social work, speech therapy, occupati onal

t herapy or another related field.

(iii) Has at | east one year of experience invol ving

functi onal behavi or assessnments, including the devel opnent and

i mpl enentati on of behavi oral supports or treatnent plans.

(iv) Has conpleted at | east one thousand (1,000) hours in

direct clinical experience with individuals with behavi oral

chal | enges or at | east one thousand (1,000) hours' experience in

arelated field with individuals with auti sm spectrum di sorders.

(v) Has conpleted rel evant traini ng prograns, including

pr of essi onal ethics, autismspecific training, assessnents

training, instructional strateqies and best practices, crisis

i ntervention, conorbidity and nedi cations, fanmly coll aborati on

20070H1150B4133 - 11 -
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and addressing specific skill deficits training.

(3) The board shall not issue a |license or certificate to an

appli cant who has been convicted of a fel ony under the act of

April 14, 1972 (P.L.233, No.64), known as "The Controll ed

Subst ance, Drug, Device and Cosnmetic Act," or if an offense

under the | aws of another jurisdiction which, if commtted in

this Commonweal th, woul d be a fel ony under "The Controll ed

Subst ance, Drug, Device and Cosnetic Act," unl ess:

(i) At least ten (10) years have el apsed fromthe date of

convi cti on.

(ii) The applicant satisfactorily denonstrates to the board

that he has nade significant progress in personal rehabilitation

since the conviction such that |licensure of the applicant shoul d

not be expected to create a substantial risk of harmto the

health and safety of his patients or the public or a substanti al

ri sk of further crimnal violations.

(iii) The applicant otherw se satisfies the qualifications

contained in or authorized by this section.

As used in this paragraph, the term"convicted" shall include a

judgnent, an adm ssion of quilt or a plea of nolo contendere.

(h) An insurer shall be required to contract with and to

accept as a participating provider any auti sm service provider

within its service area and enrolled in the Commbpnweal th's

medi cal assi stance program who agrees to accept the paynent

|l evels, terns and conditi ons applicable to the insurer's other

partici pati ng providers for such service.

(i) An insurer may review a treatnment plan for treatnent of

auti sm spectrum di sorders once every six (6) nonths, subject to

its utilization review requirenents, including case nmanagenent,

concurrent review and other nmanaged care provisions. A npbre or

20070H1150B4133 - 12 -
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| ess frequent review can be agreed upon by the insurer and the

i censed physician or |icensed psychol ogi st devel opi ng t he

treat nent pl an.

(1) Fhe FOR PURPOSES OF THIS SECTION, THE results of a <—

di agnosti c assessnent of autism spectrum di sorder shall be valid

for a period of NOT LESS THAN twel ve (12) nonths, unless a <—

i censed physician or |icensed psychol ogi st determnm nes an

earlier assessnment i s necessary.

(k) (1) Upon denial or partial denial by an insurer of a

claimfor diagnostic assessnent of auti sm spectrum di sorders or

a claimfor treatnent of auti sm spectrum di sorders, a covered

i ndi vidual or an authorized representative shall be entitled to

an expedited internal review process pursuant to the procedures

set forth in Article XXI, foll owed by an expedited i ndependent

external review process established and adm ni stered by the

| nsurance Departnent.

(2) An insurer or covered individual or an authori zed

representati ve nay appeal to a court of conpetent jurisdiction

an order of an expedited i ndependent external review

di sapproving a denial or partial denial. Pending a ruling of

such court, the insurer shall pay for those services, if any,

t hat have been authorized OR ORDERED until such ruling. <—

(3) The I nsurance Conmi ssi oner nmay pronul gate rul es and

requl ati ons as nay be necessary or appropriate to inplenment and

admi ni ster this subsecti on.

(1) For purposes of this section, the term "auti sm service

provider" shall include any behavior specialist in this

Commpnweal th providing treatnent of auti sm spectrum di sorders

pursuant to a treatnent plan until one (1) year fromthe tine

that requl ati ons under subsection (g) are promnul gated or until

20070H1150B4133 - 13 -
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three (3) years fromthe effective date of this section,

whi chever is |ater.

Secti on 635.3. Coverage for Col orectal Cancer Screening.--

(a) Except to the extent already covered under another policy,

all health insurance policies as defined in this secti on shal

al so provide coverage for col orectal cancer screening for

covered individuals in accordance with Aneri can Cancer Soci ety

qui del i nes for col orectal cancer screeni ng published as of

January 1, 2008, and consistent with approved nedi cal standards

and practices.

(1) Coverage for nonsynptonmatic covered individuals who are

fifty (50) years of age or older shall include, but not be

limted to:

(i) An annual fecal occult bl ood test.

(ii) A signpidoscopy, a screening barium enena or a test

consi stent with approved nedi cal standards and practices to

detect col on cancer, at | east once every five (5) years.

(iii) A colonoscopy at | east once every ten (10) vyears.

(2) Coverage for synptonatic covered individuals shal

i ncl ude a col onoscopy, signpi doscopy or any conbi nati on of

col orectal cancer screening tests at a frequency determ ned by a

treati ng physici an.

(3) Coverage for nonsynptonmatic covered individuals who are

at high or increased risk for col orectal cancer who are under

fifty (50) years of age shall include a col onoscopy or any

conbi nati on of colorectal cancer screening tests in accordance

with the Aneri can Cancer Soci ety gui delines on screening for

col orectal cancer published as of January 1, 2008.

(b)Y The coverage required under this section shall be

subj ect to annual deducti bl es, coi nsurance and copaynent
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requi renents i nposed by an entity subject to this section for

sim | ar coverages under the sane heal th i nsurance policy or

contract.

(c) For the purpose of this section:

(1) "Health insurance policy" neans any qgroup health,

si ckness or accident policy or subscri ber contract or

certificate offered to groups of fifty-one (51) or nore enpl oyes

i ssued by an entity subject to any one of the foll ow ng:

(i) This act.

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

as the "Health Mai ntenance Organi zati on Act."

(iii) 40 Pa.C.S. Ch. 61 (relating to hospital plan

corporations) or 63 (relating to professional health services

pl an cor porations).

The term does not include accident only, fixed i ndemity,

limted benefit, credit, dental, vision, specified disease,

Medi care supplenent, Civilian Health and Medi cal Program of the

Uni fornmed Servi ces (CHAMPUS) suppl enent, | ong-term care or

disability i ncone, workers' conpensati on or autonobil e nedi cal

paynent i nsurance.

(2) "Col onoscopy"” neans an exam nati on of the rectum and the

entire colon using a lighted instrunent call ed a col onoscope.

(3) "Colorectal cancer screening" nmeans any of the foll ow ng

procedures that are furnished to an individual for the purpose

of early detection of col orectal cancer:

(i) Screening fecal -occult bl ood or fecal inmunochem cal

(ii) Screening flexible signpidoscopy.

(iii) Screening col onoscopy.

(iv) Screening barium enenn.
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(v) Screening test consistent with approved nedi cal

standards and practices to detect col on cancer.

(4) "Nonsynptomatic person at high or increased risk" neans

an i ndi vidual who poses a hi gher than average ri sk for

col orectal cancer according to the Aneri can Cancer Soci ety

qui del i nes on screening for col orectal cancer as of January 1,

(5) "Synptomatic person" neans an indivi dual who experiences

a change in bowel habits, rectal bleeding or persistent stonach

cranps, wei ght | oss or abdom nal pain.

Section 4. The introductory paragraph and the definitions of
"insurer" and "person" in section 1401 of the act, anended
Decenber 20, 2000 (P.L.967, No.132), are anended and the section
is amended by adding a definition to read:

Section 1401. Definitions.--As used in this article, and for

t he purposes of this article only, the follow ng words and

phrases shall have the neanings given to themin this section:
* * %
"Insurer.” Any health mai ntenance organi zation, preferred
provi der organi zation, conpany, association [or], exchange,

hospital plan corporation as defined in and subject to 40

Pa.C.S. Ch. 61 (relating to hospital plan corporations) or

pr of essi onal health services plan corporati on subject to 40

Pa.C.S. Ch. 63 (relating to professional health services pl an

corporations), authorized by the Insurance Conmm ssioner to

transact the business of insurance in this Conmonweal th except
that the termshall not include:

(1) the Conmmonweal th or any agency or instrunentality
t her eof ;

(2) agencies, authorities or instrunentalities of the United
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1 States, its possessions and territories, the Conmonweal t h of

2 Puerto Rico, the District of Colunbia or a state or political

3 subdivision; or

4 (3) fraternal benefit societies[; or

5 (4) nonprofit medical and hospital service associations].

6 * %

7 "Person.” An individual, an insurer, a corporation, a

8 partnership, alimted liability conpany, an association, a

9 joint stock conmpany, a trust, an unincorporated organi zati on,
10 any simlar entity or any conbination of the foregoing acting in
11 concert. The termshall not include any joint venture

12 partnership exclusively engaged in owni ng, managi ng, |easing or
13 devel oping real or tangi ble personal property.

14 * %k

15 "Shareholder.” A record holder or record owner of shares of
16 an_insurer.

17 (1) The termshall include all of the follow ng:

18 (i) A nenber of an insurer that is a donestic nonstock

19 corporation under 15 Pa.C. S. Ch. 21 (relating to nonstock
20 corporations) or a prior statute.
21 (ii) A nenber, as defined in 15 Pa.C. S. 8§ 5103 (relating to
22 definitions), of an insurer that is a donestic nonprofit
23 corporation under 15 Pa.C.S. Ch. 51 (relating to general
24 provisions) or _a prior statute.
25 (iii) A subscriber of an insurer that is a donestic
26 reciprocal exchange under Article X or a prior statute.
27 (2) The termshall not include any subscriber, insured or
28 custoner of:
29 (i) a hospital plan corporation subject to 40 Pa.C.S. Ch. 61

30 (relating to hospital plan corporations); or
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1 (ii) a professional health service plan corporation subject
2 to 40 Pa.C. S. Ch. 63 (relating to professional health services
3 plan corporations).

4 * x *

5 Section 5. Section 1402 of the act, anmended or added

6 Decenber 18, 1992 (P.L.1519, No.178) and Decenber 21, 1998

7 (P.L.1108, No.150), is anended to read:

8 Section 1402. Acquisition of Control of or Merger or

9 Consolidation with Donmestic Insurer.--(a) (1) No person other

10 than the issuer shall nake a tender offer for or a request or

11 invitation for tenders of, or enter into any agreenent to

12 exchange securities or seek to acquire or acquire in the open

13 nmarket or otherw se, any voting security of a donmestic insurer
14 if, after the consummation thereof, such person would directly
15 or indirectly or by conversion or by exercise of any right to

16 acquire, be in control of such insurer, and no person shal

17 enter into an agreenent to nerge or consolidate with or

18 otherwise to acquire control of a donestic insurer or any person
19 controlling a donestic insurer unless, at the time any such

20 offer, request or invitation is nade or any such agreenent is
21 entered into or prior to the acquisition of such securities if
22 no offer or agreenent is involved, such person has filed with
23 the departnent and has sent to such insurer a statenent

24 containing the information required by this section and such

25 offer, request, invitation, agreenment or acquisition has been
26 approved by the departnment in the manner hereinafter prescribed.
27 (2) For purposes of this section, a "donestic insurer"” shal
28 include any person controlling a donmestic insurer unless such
29 person as determ ned by the departnent is either directly or

30 through its affiliates primarily engaged in busi ness other than
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t he busi ness of insurance. Such person shall, however, file a
preacqui sition notification with the department containing the
information set forth in section 1403(c)(2) thirty (30) days
prior to the proposed effective date of the acquisition. Failure
to file is subject to section 1403(e)(3). For purposes of this
section, "person"” shall not include any securities broker
hol di ng, in the usual and customary manner, |ess than twenty per
centum (20% of the voting securities of an insurance conpany or
of any person which controls an insurance conpany.

(b) The statenent to be filed with the departnment under this
section shall be nmade under oath or affirmati on and shal
contain the follow ng information:

(1) The nane and address of each person by whom or on whose

behal f the nmerger, consolidation or other acquisition of control

referred to in subsection (a) is to be effected, hereinafter
called "acquiring party," and

(1) if such person is an individual, his principal
occupation and all offices and positions held during the past
five (5) years, and any conviction of crines other than m nor
traffic violations during the past ten (10) years; or

(i) if such person is not an individual, a report of the
nature of its business operations during the past five (5) years
or for such | esser period as the person and any predecessors
t hereof shall have been in existence; an informative description
of the business intended to be done by the person and the
person's subsidiaries; and a |ist of all individuals who are or
who have been selected to becone directors or executive officers
of the person, or who performor wll performfunctions
appropriate to those positions. This list shall include for each

i ndi vidual the information required by subparagraph (i).
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1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(2) The source, nature and anount of the consideration used

or to be used in effecting the merger, consolidation or other

acqui sition of control, a description of any transaction wherein
funds were or are to be obtained for any such purpose, including
any pledge of the insurer's stock or the stock of any of its
subsidiaries or controlling affiliates, and the identity of
persons furnishing such consideration, provided, however, that
where a source of such consideration is a |oan nade in the

| ender's ordinary course of business, the identity of the | ender
shall remain confidential if the person filing such statenent so
requests.

(3) Fully audited financial information as to the earnings
and financial condition of each acquiring party for the
preceding five (5) fiscal years of each such acquiring party, or
for such |l esser period as such acquiring party and any
predecessors thereof shall have been in existence, and simlar
unaudited information as of a date not earlier than ninety (90)
days prior to the filing of the statenent.

(4) Any plans or proposals which each acquiring party nmay
have to liquidate such insurer, to sell its assets or nerge or
consolidate it with any person or to make any ot her materi al
change in its business or corporate structure or nanagenent.

(5) The nunber of shares of any security referred to in
subsection (a) which each acquiring party proposes to acquire,
and the terns of the offer, request, invitation, agreenent or
acquisition referred to in subsection (a), and a statenent as to
t he net hod by which the fairness of the proposal was arrived.

(6) The amount of each class of any security referred to in
subsection (a) which is beneficially owed or concerning which

there is a right to acquire beneficial ownership by each
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acquiring party.

(7) A full description of any contracts, arrangenents or
understandings with respect to any security referred to in
subsection (a) in which any acquiring party is involved,
including, but not limted to, transfer of any of the
securities, joint ventures, |loan or option arrangenents, puts or
calls, guarantees of |oans, guarantees against |oss or
guarantees of profits, division of |osses or profits, or the
gi ving or wi thholding of proxies. Such description shal
identify the persons with whom such contracts, arrangenents or
under st andi ngs have been entered into.

(8) A description of the purchase of any security referred
to in subsection (a) during the twelve cal endar nonths precedi ng
the filing of the statenent, by any acquiring party, including
t he dates of purchase, nanes of the purchasers and consideration
paid or agreed to be paid therefor.

(9) A description of any recommendati ons to purchase any
security referred to in subsection (a) made during the twelve
cal endar nonths preceding the filing of the statenent, by any
acquiring party, or by anyone based upon interviews or at the
suggestion of such acquiring party.

(10) Copies of all tender offers for, requests or
invitations for tenders of, exchange offers for and agreenents
to acquire or exchange any securities referred to in subsection
(a) and, if distributed, of additional soliciting materi al
relating thereto.

(11) The term of any agreenent, contract or understanding
made with or proposed to be made with any broker-dealer as to
solicitation of securities referred to in subsection (a) for

tender and the amount of any fees, comm ssions or other
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conpensation to be paid to broker-dealers with regard thereto.

(12) Such additional information as the departnent may by
rule or regulation prescribe as necessary or appropriate for the
protection of policyholders of the insurer or in the public
i nterest.

(c) If the person required to file the statenment referred to
in subsection (a) is a partnership, limted partnership,
syndi cate or other group, the departnment may require that the
information called for by subsection (b)(1) through (12) shal
be given with respect to each partner of such partnership or
limted partnership, each nmenber of such syndicate or group and
each person who controls such partner or nmenber. If any such
partner, nenber or person is a corporation or the person
required to file the statenment referred to in subsection (a) is
a corporation, the departnent may require that the information
called for by subsection (b)(1) through (12) shall be given with
respect to such corporation, each officer and director of such
corporation and each person who is directly or indirectly the
beneficial owner of nore than ten per centum (10% of the
out standi ng voting securities of such corporation.

(d) If any material change occurs in the facts set forth in
the statenment filed with the departnment and sent to such insurer
pursuant to this section, an anmendnent setting forth such
change, together with copies of all docunents and other materi al
rel evant to such change, shall be filed with the departnent and
sent to such insurer within two (2) business days after the
person | earns of such change.

(e) |If any offer, request, invitation, agreenent or
acquisition referred to in subsection (a) is proposed to be nade

by neans of a registration statenment under the Securities Act of
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1933 (48 Stat. 74, 15 U.S.C. 8§ 77a et seq.), or in circunstances
requiring the disclosure of simlar information under the
Securities Exchange Act of 1934 (48 Stat. 881, 15 U S.C. § 78a
et seq.), or under a State law requiring simlar registration or
di scl osure, the person required to file the statenent referred
to in subsection (a) may utilize such docunments in furnishing
the information called for by that statenent.

(f) (1) The departnent shall approve any nerger,

consolidation or other acquisition of control referred to in

subsection (a) unless it finds any of the follow ng:

(i) After the [change] nerger, consolidation or other

acqui sition of control, the donmestic insurer referred to in

subsection (a) would not be able to satisfy the requirenents for
the issuance of a license to wite the Iine or lines of
i nsurance for which it is presently |icensed.

(i1i) The effect of the nmerger, consolidation or other

acqui sition of control would be to substantially | essen
conpetition in insurance in this Cormonwealth or tend to create
a nonopoly therein. In applying the conpetitive standard in this
subpar agr aph:

(A) the informational requirenments of section 1403(c)(2) and
t he standards of section 1403(d)(2) shall apply;

(B) the nerger, consolidation or other acquisition of

control shall not be disapproved if the departnment finds that
any of the situations nmeeting the criteria provided by section
1403(d) (3) exist; and

(© the departnment nmay condition the approval of the nerger,

consolidation or other acquisition of control on the renoval of
the basis of disapproval within a specified period of tine.

(ti1) The financial condition of any acquiring party is such
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as mght jeopardize the financial stability of the insurer or
prejudice the interest of its policyhol ders.

(iv) The plans or proposals which the acquiring party has to
liquidate the insurer, sell its assets or consolidate or nerge
it with any person, or to nmake any other material change in its
busi ness or corporate structure or managenent, are unfair and
unreasonabl e [to policyholders of the insurer and not in the

public interest.] and fail to confer benefit on policyhol ders of

the insurer and are not in the public interest.

(v) The conpetence, experience and integrity of those
per sons who woul d control the operation of the insurer are such
that it would not be in the interest of policyholders of the

insurer and of the public to permt the nerger, consolidation or

ot her acquisition of control.

(vi) The [acquisition] nerger, consolidation or other

acqui sition of control is likely to be hazardous or prejudicial

to the insurance buying public.

(vii) The nmerger, consolidation or other acquisition of

control is not in conpliance with the aws of this Commobnweal t h,
including Article VII1-A

(2) |If the nmerger, consolidation or other acquisition of

control is approved, the departnment shall so notify the person
filing the statement and the insurer [whose stock] that is
proposed to be acquired, and such a determination is hereafter
referred to as an approving determ nation. Notice shall also be
given by the departnment of any determ nation which is not an
approving determnation. If an approving determ nation is nade
by the departnment and not ot herw se, the proposed offer and
acqui sition may thereafter be made and consummated on the terns

and conditions and in the manner described in the statenent and
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subject to such conditions as nay be prescribed by the
departnment as hereinafter provided. An approving determ nation
by the departnment shall be deenmed to extend to offers or

acqui sitions made pursuant thereto within one year follow ng the
date of determ nation. The department nay, as a condition of its
approving determnation, require the inclusion in any offer of
provisions requiring the offer to remain open a specified

m nimum | ength of tinme, permtting withdrawal of shares
deposited prior to the tine the offeror beconmes bound to
consunmmat e the acquisition and requiring pro rata acceptance of
any shares deposited pursuant to the offer. The departnent shal
hol d a hearing before nmaking the determ nation required by this
subsection if, within ten (10) days following the filing with
the departnent of the statement, witten request for the hol ding
of such hearing is made either by the person proposing to nake

the acquisition, by the insurer [whose stock] that is proposed

to be acquired or, if [such] the issuer of stock proposed to be
acquired is not an insurer, by the [insurance conpany] insurer
controlled by such issuer. Otherw se, the departnment shal
determine in its discretion whether such a hearing shall be
hel d. Thirty (30) days' notice of any such hearing shall be
given to the person proposing to make the acquisition, to the
i ssuer whose stock is proposed to be acquired and, if such
issuer is not an insurer, to the insurance conpany controlled by
such issuer. Notice of any such hearing shall also be given to
such other persons, if any, as the departnent may determ ne.

(3) The department nay retain at the acquiring person's
expense any attorneys, actuaries, accountants and other experts

not otherwi se a part of the departnent's staff as may be

reasonably necessary to assist the departnment in review ng the
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proposed acqui sition of control.

(g) The provisions of this section shall not apply to any
of fer, request, invitation, agreenment or acquisition which the
departnment by order shall exenpt therefrom as:

(1) not having been made or entered into for the purpose and
not having the effect of changing or influencing the control of
a donestic insurer; or

(2) as otherw se not conprehended within the purposes of
this section.

(h) The followi ng shall constitute a violation of this
section:

(1) the failure to file any statenent, amendnent or other
material required to be filed pursuant to subsection (a) or (b);

(2) the effectuation or any attenpt to effectuate an

acqui sition of control of or nmerger or consolidation with a

donmestic insurer unless the departnent has given its approval
t hereto; or
(3) a violation of section 819-A

(i) The departnent shall, within seventy-two hours of

receiving a statenment filed under this section, provide

notification to the Ofice of Attorney General that the filing

was received.

(j) As used in this section, the term"annual statenment"

shall nean the annual report of the financial condition required

to be filed under 40 Pa.C. S. 8 6331 (relating to reports and

exani nati ons).

Section 6. Section 1403(a), (b) and (d), added Decenber 18,
1992 (P.L.1519, No.178), are anmended to read:
Section 1403. Acquisitions Involving Insurers not O herw se

Covered.--(a) As used in this section the foll ow ng words and

20070H1150B4133 - 26 -



© 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

phrases shall have the nmeanings given to themin this
subsecti on:

"Acquisition.” Any agreenent, arrangenent or activity the
consunmati on of which results in a person acquiring, directly or
indirectly, the control of another person and includes, but is
not limted to, the acquisition of voting securities, the
acqui sition of assets, bulk reinsurance [and], nergers and

consol i dati ons.

"Invol ved insurer.” Includes an insurer which either
acquires or is acquired, is affiliated with an acquirer or

acquired or is the result of a merger or _consolidation.

(b) (1) Except as exenpted in paragraph (2), this section
applies to any acquisition in which there is a change in control
of an insurer authorized to do business in this Comobnweal t h.

(2) This section shall not apply to any of the foll ow ng:

(1) An acquisition subject to approval or disapproval by the
departnment pursuant to section 1402.

(ii) A purchase of securities solely for investnent purposes
so long as such securities are not used by voting or otherw se
to cause or attenpt to cause the substantial |essening of
conpetition in any insurance market in this Cormonwealth. If a
pur chase of securities results in a presunption of control as
described in the definition of "control"” in section [1301] 1401,
it is not solely for investnent purposes unless the insurance
departnment of the insurer's state of domcile accepts a
di sclaimer of control or affirmatively finds that control does
not exi st and such disclainmer action or affirmative finding is
comuni cated by the domciliary insurance departnment to the
I nsurance Departnment of the Commonweal t h.

(ti1) The acquisition of a person by another person when
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1 both persons are neither directly nor through affiliates

2 primarily engaged in the business of insurance, if

3 preacquisition notification is filed with the departnment in

4 accordance with subsection (c)(2) thirty (30) days prior to the
5 proposed effective date of the acquisition. However, such

6 preacquisition notification is not required for exclusion from
7 this section if the acquisition would otherw se be excluded from
8 this section by this paragraph.

9 (iv) The acquisition of already affiliated persons.

10 (v) An acquisition if, as an inmediate result of the

11 acquisition:

12 (A in no market would the conbi ned market share of the

13 involved insurers exceed five per centum (5% of the total

14 market;

15 (B) there would be no increase in any market share; or

16 (© in no market woul d:

17 (1) the conbined nmarket share of the involved insurers

18 exceeds twelve per centum (12% of the total market; and

19 (I'1) the market share increases by nore than two per centum
20 (2% of the total market.
21 For the purpose of this subparagraph, a market neans direct
22 witten insurance premiumin this Conmonwealth for a |line of
23 business as contained in the annual statenent required to be
24 filed by insurers licensed to do business in this Conmonweal t h.
25 (vi) An acquisition for which a preacquisition notification
26 would be required pursuant to this section due solely to the
27 resulting effect on the ocean marine insurance |ine of business.
28 (vii) An acquisition of an insurer whose domciliary
29 insurance departnment affirmatively finds that such insurer is in

30 failing condition; there is a |lack of feasible alternative to
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i mprovi ng such condition; the public benefits of inproving such
insurer's condition through the acquisition exceed the public
benefits that would arise fromnot |essening conpetition; and
such findings are comuni cated by the domciliary insurance
departnment to the Insurance Departnent of the Comonweal t h.

(3) Sections 1409(b) and (c) and 1411 shall not apply to
acqui sitions provided for in this subsection.

* %

(d) (1) The departnent may enter an order under subsection
(e)(1) with respect to an acquisition if there is substanti al
evi dence that the effect of the acquisition may be substantially
to | essen conpetition in any line of insurance in this
Commonweal th or tend to create a nonopoly therein or if the
insurer fails to file adequate information in conpliance with
subsection (c).

(2) In determ ning whether a proposed acquisition would
violate the conpetitive standard of paragraph (1), the
departnment shall consider the foll ow ng:

(1) Any acquisition covered under subsection (b) involving
two or nore insurers conpeting in the same narket is prinma facie
evi dence of violation of the conpetitive standards as foll ows:

(A) if the market is highly concentrated and the involved

i nsurers possess the foll ow ng shares of the market:

| nsurer A | nsurer B
4% 4% or nore
10% 2% or nore
15% 1% or nore; or

(B) if the market is not highly concentrated and the
i nvol ved insurers possess the follow ng shares of the market:

I nsurer A Insurer B
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5% 5% or nore

10% 4% or nore
15% 3% or nore
19% 1% or nore.

A highly concentrated market is one in which the share of the
four largest insurers is seventy-five per centum (75% or nore
of the market. Percentages not shown in the tables are
i nterpol ated proportionately to the percentages that are shown.
If nmore than two insurers are involved, exceeding the total of
the two columms in the table is prima facie evidence of
violation of the conpetitive standard in paragraph (1). For the
pur pose of this subparagraph, the insurer with the |argest share
of the market shall be deenmed to be insurer A

(ii) There is a significant trend toward increased
concentration when the aggregate market share of any groupi ng of
the largest insurers in the market, fromthe two [argest to the
ei ght largest, has increased by seven per centum (7% or nore of
the market over a period of tine extending fromany base year
five (5) to ten (10) years prior to the acquisition up to the

time of the acquisition. Any acquisition [or merger], nerger or

consol idation covered under subsection (b) involving two or nore

insurers conpeting in the same market is prima facie evidence of
violation of the conpetitive standard in paragraph (1) if:

(A) there is a significant trend toward i ncreased
concentration in the market;

(B) one of the insurers involved is one of the insurers in a
groupi ng of such large insurers show ng the requisite increase
in the market share; and

(C another involved insurer's market is two per centum (2%

or nore.
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(i1i1) For the purposes of this paragraph:

(A) The term"insurer" includes any conpany or group of
conpani es under conmon nanagenent, ownership or control.

(B) The term"market" nmeans the rel evant product and
geographical markets. In determ ning the rel evant product and
geographi cal markets, the departnent shall give due
consi deration to, anmong other things, the definitions or
gui delines, if any, pronulgated by the NAIC and to information,
if any, submtted by parties to the acquisition. In the absence
of sufficient information to the contrary, the rel evant product
mar ket is assuned to be the direct witten insurance prem um for
a line of business, such |ine being that used in the annual
statenment required to be filed by insurers doing business in
this Cormmonweal th and the rel evant geographi cal market is
assuned to be this Commonweal t h.

(C© The burden of showing prima facie evidence of violation
of the conpetitive standard rests upon the conm ssioner.

(iv) Even though an acquisition is not prima facie violative
of the conpetitive standard under subparagraphs (i) and (ii),

t he departnent may establish the requisite anticonpetitive

ef fect based upon ot her substantial evidence. Even though an
acquisition is prima facie violative of the conpetitive standard
under subparagraphs (i) and (ii), a party may establish the
absence of the requisite anticonpetitive effect based upon ot her
substanti al evidence. Relevant factors in making a determ nation
under this paragraph include, but are not |limted to, the

foll owi ng: market shares, volatility of ranking of market

| eaders, nunber of conpetitors, concentration, trend of
concentration in the industry and ease of entry and exit into

t he mar ket .
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(3) An order may not be entered under subsection (e)(1) if:
(1) the acquisition will yield substantial econom es of
scal e or economies in resource utilization that cannot be
feasi bly achieved in any other way, and the public benefits
whi ch woul d ari se from such econom es exceed the public benefits
whi ch woul d arise fromnot |essening conpetition; or
(ii) the acquisition will substantially increase the
avai lability of insurance, and the public benefits of such
i ncrease exceed the public benefits which would arise from not
| esseni ng conpetition.
* %k
Section 7. The act is anmended by addi ng sections to read:

Section 1403.1. Committee Review --(a) The Banki ng and

Il nsurance Conmittee of the Senate and the | nsurance Comm ttee of

t he House of Representatives nmay revi ew an applicati on or

statenent subnitted by a hospital plan corporation or

pr of essi onal health services plan corporati on seeking the

approval of a merger, consolidati on or other acqui sition of

control of a hospital plan corporation or professional health

services plan corporation under this act.

(b)Y The Banki ng and | nsurance Commttee of the Senate and

the I nsurance Committee of the House of Representatives shal

have the foll owi ng powers and duti es:

(1) To convene the comm ttee for purposes of review ng an

application for approval of a merger, consolidati on or other

acqui sition of control under this section.

(2) To receive and review all filings subnmtted to the

departnent relating to the nerger, consolidation or other

acqui sition of control and all acconpanyi ng data and ot her

i nformati on. This paraqgraph shall not apply to i nfornmati on
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deened confidential or proprietary by the departnent.

(3) To consult experts, hold hearings and obtain additional

information relating to the nerger, consolidation or other

acqui sition of control.

(4) To develop witten conments and reconmmendati ons on the

merger, consolidation or acquisition of control and subnit them

to the departnent within forty-five (45) days of the cl ose of

the public conmment period established under this paragraph,

devel oped by the departnent on the nerger, consolidati on or

ot her acquisition of control. The departnent shall publish the

date of the close of the public conmment period in the

Pennsyl vania Bulletin prior to final closure of the public

comment period. The departnent may i ssue a final order and

deternination on or after one hundred five (105) days foll ow ng

t he public conmment peri od.

(c) The conm ssioner, the departnment and its attorneys and

experts, including experts enpl oyed or retai ned by the

departnent, shall be available to provide testinony to each

committee relating to the nerger, consolidation or other

acqui sition of control. Nothing in this act shall affect any

privileges or inmmunities of the departnent or its attorneys,

experts or consultants. The departnent or its attorneys, experts

or consultants shall not be required to appear before either

commttee within thirty (30) days followi ng the departnent's

i ssuance of a final order and determ nati on.

(d) The departnent shall provide a detailed witten response

to each comment and recommendati on submtted by the Banki ng and

| nsurance Conmittee of the Senate or the | nsurance Comm ttee of

t he House of Representatives in its final order. The order and

deterni nation shall not be issued before sixty (60) days have
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1 elapsed followi ng receipt of the conments and reconmmendati ons

2 under subsection (b)(4).

3 (e) If no comments and reconnendations are received under

4 subsection (b)(4), the departnent nmay issue a final order and

5 determnation on or after one hundred five (105) days follow ng
6 the close of the public coment period.

7 Section 1403.2. Insurance Restructuring Restricted Receipt
8 Account.--(a) There is established in the State Treasury a

9 restricted receipt account to be known as the |Insurance

10 Restructuring Restricted Receipt Account. Interest earned on

11 noney in the account shall be deposited into the account.

12 (b) Al net econom c benefits, including proceeds, savings,
13 funds or noneys derived fromand any agreenent related to or

14 fromthe nmerger, consolidation or other acquisition of control
15 of a hospital plan corporation or professional health services
16 plan corporation which are to be paid to the Commonwealth or a
17 Commonweal th program shall be deposited into the account for

18 purposes as determ ned by the General Assenbly.

19 (c) No contract or witten agreenent between a hospital plan
20 corporation or professional health services plan corporation and
21 the Commonwealth or any other entity relating to the
22 disbursenent or spending of noney in the account may be entered
23 into until noneys that may exist or are to be derived from any
24 contract or witten agreenent for deposit into the account are
25 appropriated by the General Assenbly.
26 (d) No noneys or funds nmay be transferred or paid fromthe
27 account unl ess appropriated by the General Assenbly.
28 Section 8. Section 1405(c) of the act, anmended February 17,
29 1994 (P.L.92, No.9), is anended to read:
30 Section 1405. Standards and Managenent of an Insurer within
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a Hol di ng Conpany System--* * *

(c) (1) Notw thstanding the control of a donestic insurer
by any person, the officers and directors of the insurer shal
not thereby be relieved of any obligation or liability to which
t hey woul d ot herwi se be subject by law, and the insurer shall be
managed so as to assure its separate operating identity
consistent with this article.

(2) Nothing herein shall preclude a domestic insurer from
havi ng or sharing a conmon nanagenent or cooperative or joint
use of personnel, property or services with one or nore other
persons under arrangenents neeting the standards of subsection
(a)(1).

(3) (i) Not less than one-third of the directors of a
domestic insurer [and not |ess than one-third of the nmenbers of
each conm ttee of the board of directors of any donestic
insurer] shall be persons who are not officers or enployes of
such insurer or of any entity controlling, controlled by or
under comon control with such insurer and who are not
beneficial owners of a controlling interest in the voting stock
of such insurer or any such entity. At |east one such person
must be included in any quorum for the transaction of business
at any neeting of the board of directors [or any comm ttee
t hereof].

(ii) Not |less than one-third of the menbers of each

commttee of the board of directors of any donestic insurer

shall be persons who are not officers or enpl oyes of such

i nsurer or of any entity controlling, controlled by or under

commbn control with such insurer. At | east one such person nust

be included in any quorum for the transacti on of busi ness at any

meeti ng of each comm tt ee.
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(4) The board of directors of a donmestic insurer shal

establish [one or nore conmittees] a committee conprised solely

of directors who are not officers or enployes of the insurer or
of any entity controlling, controlled by or under common control
with the insurer and who are not beneficial owners of a
controlling interest in the voting stock of the insurer or any
such entity. The conmttee [or commttees] shall have

responsi bility for recomendi ng the sel ection of independent
certified public accountants[,] and reviewing the insurer's
financial condition, the scope and results of the independent
audit and any internal audit[, nom nating candi dates for
director for election by sharehol ders or policyhol ders,

eval uating the performance of officers deened to be principal
officers of the insurer and recomrending to the board of
directors the selection and conpensation of the principal

officers]. The commttee nay al so have the responsibilities

descri bed in paragraph (4.1) if one or nbre conmttees descri bed

in paragraph (4.1) are not separately established.

(4.1) The board of directors of a donestic insurer shal

establi sh one or nore comm ttees conprised solely of directors

who are not officers or enployes of the insurer or of any entity

controlling, controlled by or under conmbn control with the

insurer. The conmttee or commttees shall have responsibility

for recommendi ng candi dates to be noni nated by the board of

directors, in addition to any other noni nations by voting

shar ehol ders or policyholders, for election as directors by

voti ng sharehol ders or policyholders, eval uating the performance

of officers deened to be principal officers of the i nsurer and

recommendi ng to the board of directors the sel ecti on and

conpensation of the principal officers.
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(5) The provisions of paragraphs (3) [and], (4) and (4.1)
shall not apply to a donestic insurer if the person controlling
such insurer is an insurer or [a publicly held corporation]

anot her busi ness entity having a board of directors and

commttees thereof which already neet the requirenents of

par agraphs (3) [and (4)], (4) and (4.1).
Section 9. The act is amended by adding an article to read:

ARTI CLE XXV

COMMUNI TY HEALTH REI NVESTMVENT

Secti on 2501. Definitions.

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

shall have the neanings given to themin this section unless the

context clearly indicates ot herw se:

"Community health reinvestnent activity." Community heal th

services and projects that i nprove health care or nake heal th

care nore accessi ble. The termincl udes fundi ng, subsidi zati on

or provision of the foll ow ng:

(1) Health care coverage for persons who are determ ned

by recogni zed standards as determ ned by the | nsurance

Departnent to be unable to pay for coverage.

(2) Health care services for persons who are determ ned

by recogni zed standards to be uni nsured and unable to pay for

servi ces.

(3) Prograns for the prevention and treatnent of di sease

or injury, including nental retardati on, nental disorders,

mental heal th counseling or the pronoti on of health or

wel | ness.

The term shall not include expenditures for advertising, public

rel ati ons, sponsorshi ps, bad debt, adm nistrative costs
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associated with State health care prograns, prograns provi ded as

an enpl oyee benefit, use of facilities for neetings held by

communi ty groups or expenses for in-service training, continuing

educati on, orientation or nentoring of enpl oyees.

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

"Plan." A hospital plan corporation as defined in 40 Pa.C. S.

Ch. 61 (relating to hospital plan corporations) or professional

health services plan corporation as defined in 40 Pa.C.S. Ch. 63

(relating to professional health services plan corporations).

Secti on 2502. Duti es of plan and depart nent.

(a) Plan duties.--A plan shall have the foll owi ng duti es:

(1) To submt a proposal to the departnent on or before

March 30 of each year setting forth the manner in which the

plan will provide proposed conmunity health rei nvest nent

activities conducted or provided by the plan during the next

fiscal vyear.

(2) To annually provide to the departnent, the Banki ng

and | nsurance Committee of the Senate and the | nsurance

Committee of the House of Representatives the nane and

address of each officer, director or enpl oyee who serves on

the board of directors of a hospital or other health care

facility as defined in section 802.1 of the act of July 19,

1979 (P.L.130, No.48), known as the Health Care Facilities

Act, or on the board of an entity that owns, operates or

manages a hospital or other health care facility. This

par agr aph shall apply to a nonprofit or for-profit subsidiary

or affiliate of a hospital plan corporati on or professional

health services plan corporation. The i nfornmati on shall be

subm tted by January 31 for the i nmedi ately precedi ng vear.

(b) Departnent duties.--The departnent shall have the
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foll ow ng duti es:

(1) To develop a formwhich shall be used by each pl an

for the subm ssion of the proposal under subsection (a)(1).

The formshall require the itenm zati on of individual

community health reinvestnent activities and the cost of each

activity under the Agreenent on Conmmunity Heal th Rei nvest nent

entered into February 2, 2005, by the | nsurance Depart nent

and Capital Blue Cross, H ghmark, Inc., the Hospital Service

Associ ati on of Northeastern Pennsyl vani a and | ndependence

Bl ue Cross and published at 35 Pa.B. 4155 or any successor or

ot her agreenents. The proposal shall be on a form published

by the departnent in the Pennsyl vani a Bull etin.

(2) To approve or di sapprove the expenditures in the

proposal subm tted under subsection (a)(1).

Secti on 2503. Publi c record.

Al proposals submtted under section 2502 shall be public

records.

Secti on 2504. Regul ati ons.

The departnment nay pronul gate requl ati ons as necessary for

the administration of this article.

Section 10. Repeals are as foll ows:

(1) The General Assenbly declares the repeal under
paragraph (2) is necessary to effectuate the addition of
section 1403.2 of the act.

(2) Section 1716.1-E of the act of April 9, 1929
(P.L.343, No.176), known as The Fiscal Code, is repeal ed.

(3) The act of Decenber 19, 1990 (P.L.834, No.198),
known as the GAA Anendnents Act of 1990, is repeal ed insofar
as it is inconsistent wwth this act.

Section 11. This act shall not apply to any nerger,
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consolidation or other acquisition of control conpleted or

consunmated prior to the effective date of this section and, if

required, follow ng the issuance of an approving determ nation.
Section 12. This act shall apply to any application,

statement or other plan or proposal relating to a nerger,

consol idation or other acquisition of control filed with the

I nsurance Departnment on or after January 1, 2007.

Section 13. This act shall take effect as foll ows:
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(1) The anmendnent or addition of sections 405.2(c),

=Y
o

635.3 and 1405(c) of the act shall take effect in 60 days.

=
=

(2) The remai nder of this act shall take effect

=
N

i mredi ately.

D25L40MSP/ 20070H1150B4133 - 40 -



