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SECOND REGULAR SESSION

HOUSE BILL NO. 985

93RD GENERAL ASSEMBLY

INTRODUCED BY REPRESENTATIVES MEADOWS (Sponsor), ROORDA, YAEGER, GEORGE,
WHORTON AND BAKER (25) (Co-Sponsors).

Pre-filed December 1, 2005 and copies ordered printed.

STEPHEN S. DAVIS, Chief Clerk
3054L.011

AN ACT

To amend chapter 376, RSMo, by adding thereto eleven new sections relating to the small
business health fairness act of 2006.

Be it enacted by the General Assembly of the state of Missouri, as follows:

Section A. Chapter 376, RSMo, is amended by adding thereto eleven new sections, to
be known as sections 376.1500, 376.1503, 376.1506, 376.1509, 376.1512, 376.1515, 376.1518,
376.1521, 376.1524, 376.1527, and 376.1530, to read as follows:

376.1500. 1. Sections376.1500t0 376.1530 shall be known and may becited asthe
" Small Business Health Fairness Act of 2006" .

2. For purposes of sections 376.1500 to 376.1530, the following terms shall mean:

(2) " Affiliated member", in connection with a sponsor:

() A personwhoisotherwiseeligibletobeamember of the sponsor but who elects
an affiliated status with the sponsor;

(b) Inthecaseof asponsor with memberswhich consist of associations, a person
who isa member of any such association and elects an affiliated status with the sponsor;
or

(c) Inthecaseof an association health plan in existence on the effective date of the
small business health fairnessact of 2006, a person eligibleto bea member of the sponsor
or one of itsmember associations;

(2) " Association health plan™, a group health plan whose sponsor :

EXPLANATION — Matter enclosed in bold-faced brackets [thus] in the above bill isnot enacted and is intended
to be omitted from the law. Matter in bold-face typein the above bill is proposed language.
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(8 lIsor isdeemed to be organized and maintained in good faith as a bona fide
trade association with a constitution and bylaws specifically stating its purpose and
providing for periodic meetings on at least an annual basis, a bona fide industry
association, including a rural electric cooperative association or a rural telephone
cooper ative association; a bona fide professional association; or a bona fide chamber of
commerce or similar bona fide business association, including a corporation or similar
organization that operateson a cooper ativebasis, for substantial pur posesother than that
of obtaining or providing medical care;

(b) Isor isdeemed to beestablished asa per manent entity which receivestheactive
support of itsmembersand requiresfor member ship payment on a periodic basis of dues
or payments necessary to maintain digibility for membership in the sponsor; and

(c) Doesnot condition member ship, such duesor payments, or cover ageunder the
plan on the basis of health status-related factors with respect to the employees of its
members or affiliated members, or the dependents of such employees, and does not
condition such dues or paymentson the basis of group health plan participation.

Any sponsor consisting of an association of entities which meet the requirements of
paragraphs (a) to (c) of thissubdivision shall be deemed to be a sponsor described in this
subsection;

(3) "Director", thedirector of the Missouri department of insurance;

(4) "Employee", any individual employed by an employer;

(5) "Employer", any person acting directly as an employer, or indirectly in the
interest of an employer, in relation to an employee benefit plan. Employer includes a
group or association of employersacting for an employer in such capacity;

(6) "Group health plan", hasthe meaning provided in Section 733(a)(1) of the
federal Employee Retirement Income Security Act of 1974, after applying subsection 3 of
this section;

(7) "Health insurance coverage' hasthe meaning provided in Section 733(b)(l) of
the federal Employee Retirement Income Security Act of 1974,

(8) "Healthinsuranceissuer" , hasthemeaning provided in section 733(b)(2) of the
federal Employee Retirement Income Security Act of 1974;

(9) "Health status-related factor”, has
the meaning provided in section 733(d)(2) of the federal Employee Retirement Income
Security Act of 1974,

(10) "Individual market", the market for health insurance coverage offered to
individualsother than in connection with agroup health plan. Individual market includes
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coverage offered in connection with a group health plan that has fewer than two
participants as current employees or participants described in Section 732(d)(3) of the
federal EmployeeRetirement I ncome Security Act of 1974 on thefir st day of theplan year;

(11) "Largeemployer”, in connection with a group health plan with respect to a
plan year, an employer who employed an average of at least fifty-one employees on
businessdaysduringthepreceding calendar year and who employsat least two employees
on thefirst day of the plan year;

(12) "Medical care", hasthe meaning provided in section 733(a)(2) of the federal
Employee Retirement Income Security Act of 1974,

(13) " Participating employer™ , in connection with an association health plan, any
employer, if any individual who is an employee of such employer, a partner in such
employer, or a self-employed individual who is such employer (or any dependent, as
defined under thetermsof the plan, of such individual) isor was cover ed under such plan
in connection with the status of such individual as such an employee, partner, or self-
employed individual in relation to the plan;

(14) " Qualified actuary" , anindividual whoisamember of the American Academy
of Actuaries or meets such reasonable standards and qualifications as the director may
prescribe by rule;

(15) " Small employer™, in connection with a group health plan with respect to a
plan year, an employer who isnot alarge employer.

3. For purposesof determining whether a plan, fund, or program is an employee
welfare benefit plan which is an association health plan, and for purposes of applying
sections 376.1500 to 376.1530 in connection with such plan, fund, or program so
determined to be such an employee welfar e benefit plan:

(2) Inthecaseof apartnership, employer includesthepartnershipinrelationtothe
partners, and employeeincludes any partner in relation to the partnership; and

(2) In the case of a self-employed individual, employer and employee shall include
such individual.

4. Inthecaseof any plan, fund, or program which wasestablished or ismaintained
for the purposeof providingmedical care, through thepur chaseof insuranceor otherwise,
for employees or their dependents covered thereunder and which demonstrates to the
director that all requirementsfor certification under sections 376.1500 to 376.1530 would
be met with respect to such plan, fund, or program if such plan, fund, or program werea
group health plan, such plan, fund, or program shall be treated for purposes of section
376.1500 to 376.1530 as an employee welfare benefit plan on and after the date of such
demonstration.
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376.1503. 1. Thedepartment of insuranceshall establish by ruleaprocedureunder
which, subject to subsection 2 of thissection, thedepartment shall certify association health
planswhich apply for certification under sections 376.1500 to 376.1530.

2. Under theprocedureestablished in subsection 1 of thissection, in the caseof an
association health plan that providesat least one benefit option which does not consist of
health insurance coverage, the department shall certify such plan as meeting the
requirements of sections 376.1500 to 376.1530 only if the department is satisfied that the
applicable requirements of sections 376.1500 to 376.1530 are met or, upon the date on
which the plan isto commence oper ations, will be met with respect to the plan.

3. Anassociation health plan with respect to which certification under thissection
isin effect shall meet the applicable requirements of this section effective on the date of
certification or, if later, on the date on which the plan isto commence oper ations.

4. The department may by rule providefor continued certification of association
health plans under this section.

5. The department shall establish a class certification procedure for association
health plans under which all benefits consist of health insurance coverage. Under such
procedur e, thedepartment shall providefor thegranting of certification under thissection
to the plansin each class of such association health plans upon appropriate filing under
such procedure in connection with plansin such class and payment of the required fee
under subsection 1 of section 376.1518.

6. An association health plan which offer soneor morebenefit optionswhich donot
consist of health insurance cover age may be certified under this section only if such plan
consists of any of the following:

(1) A plan which offered such coverage on the effective date of sections 376.1500
to 376.1530;

(2) A plan under which the sponsor does not restrict member ship to one or more
tradesand businesses or industries and whose eligible participating employer s r epresent
a broad cross-section of trades and businesses and industries; or

(3) A plan whose€ligible participating employersrepresent oneor moretradesor
businesses, or one or more industries, consisting of any of the following: agriculture;
equipment and automobile dealerships; barbering and cosmetology; certified public
accounting practices, child care; construction; dance, theatrical, and orchestra
productions; disinfecting and pest control; financial services; fishing; food service
establishments; hospitals; labor or ganizations; logging; manufacturing of metals; mining;
medical and dental practices; medical laboratories; professional consulting services,
sanitary services, local and freight transportation; war ehousing; wholesaling/distributing;
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or any other trade or businessor industry which hasbeen indicated as having average or
above averagerisk or health claims experience by reason of staterate filings, denials of
cover age, proposed premium ratelevels, or other means of demonstrating by such planin
accordance with rules promulgated by the department.

376.1506. 1. Therequirementsof thissection aremet with respect to an association
health plan if thesponsor hasmet or isdeemed under sections376.1500t0 376.1530to have
met therequirementsof subdivision (1) of subsection 2 of section 376.1500for acontinuous
period of not lessthan threeyearsending with the date of the application for certification
under sections 376.1500 to 376.1530.

2. Therequirements of this section are met with respect to an association health
plan if the following requirements are met:

(1) Theplanisoperated pursuant toatrust agreement by aboard of trusteeswhich
has completefiscal control over the plan and which isresponsiblefor all operationsof the
plan;

(2) Theboard of trustees hasin effect rules of operation and financial controls,
based on athree-year plan of operation, adequateto carry out the terms of the plan and
to meet all requirements of sections 376.1500 to 376.1530 applicableto the plan;

(3) (&) Except as provided in paragraphs (b) and (c) of this subdivision, the
member s of the board of trustees are individuals selected from individuals who are the
owners, officers, directors, or employees of the participating employers or who are
partnersin the participating employers and actively participatein the business.

(b) a. Except as provided in subparagraphsb. and c. of this paragraph, no such
member is an owner, officer, director, or employee of, or partner in, a contract
administrator or other service provider to the plan.

b. Officers or employees of a sponsor which is a service provider, other than a
contract administrator, to the plan may be members of the board if they constitute not
mor e than twenty-five percent of the membership of the board and they do not provide
servicesto the plan other than on behalf of the sponsor.

c. If asponsor isan association whose member ship consistsprimarily of providers
of medical care, subparagraph a. of this paragraph shall not apply if provider described
in paragraph (a) of thissubdivision isa provider of medical care under the plan.

(c) Paragraph (a) of thissubdivision shall not apply to an association health plan
which isin existence on the effective date of the small business health fair ness act of 2004.

(d) The board has sole authority under the plan to approve applications for
participation in the plan and to contract with a service provider to administer the day-to-
day affairsof the plan.
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3. If a group health plan is established and maintained by a franchiser for a
franchise network consisting of its franchisees:

(1) The requirements of subsection 1 of this section and subdivision (1) of
subsection 2 of section 376.1500 shall bedeemed met if such requirementswould otherwise
be met if the franchiser is deemed to be the sponsor referred to in subdivision (1) of
subsection 2 of section 376.1500, such network isdeemed to be an association described in
subdivision (1) of subsection 2 of section 376.1500, and each franchiseeis deemed to be a
member of theassociation and the sponsor referred toin subdivision (1) of subsection 2 of
section 376.1500; and

(2) Therequirementsof subdivision (1) of subsection 1 of section 376.1509 shall be
deemed met.

The director by rule may define for purposes of this subsection the terms ™ franchiser”,
" franchise network" , and " franchisee" .

4. (1) For agroup health plan described in subdivision (1) of subsection 3 of this
section:

(@ The requirements of subsection 1 of this section and subdivision (1) of
subsection 2 of section 376.1500 shall be deemed met;

(b) Thejoint board of trusteesshall be deemed a board of trusteeswith respect to
which therequirements of subsection 2 of this section are met; and

(c) Therequirementsof section 376.1509 shall be deemed met;

(2) A group health plan isdescribed in thissubdivision if:

(@) Theplanisa multiemployer plan; or

(b) Theplanisin existence on the effective date of sections 376.1500 to 376.1530,
and would be described in 29 U.S.C. Section 1002(40)(A)(1) but solely for the failure to
meet the requirements of 29 U.S.C. Section 1002(40)(C)(ii).

(3) A group health plan described in subdivision (2) of thissubsection shall only be
treated asan association health plan under sections 376.1500 to 376.1530if the sponsor of
the plan applies for and obtains certification of the plan as an association health plan
under sections 376.1500 to 376.1530.

376.1509. 1. Therequirementsof thissection aremet with respect to an association
health plan if, under the terms of the plan:

(1) Each participating employer is a member of the sponsor, the sponsor, or an
affiliated member of the sponsor with respect to which the requirements of subsection 2
of this section are met; except that, in the case of a sponsor which is a professional
association or other individual-based association, if at least one of the officers, directors,
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or employees of an employer, or at least one of the individuals who are partnersin an
employer and who actively participatesin the business, isa member or such an affiliated
member of the sponsor, participating employers may also include such employer; and

(2) All individualscommencing coverage under the plan after certification under
sections 376.1500 to 376.1530 shall be:

(a) Activeor retired ownersincluding self-employed individuals, officer s, dir ectorss,
or employees of, or partnersin, participating employers; or

(b) Thebeneficiariesof individualsdescribed in paragraph (a) of thissubdivision.

2. Inthecase of an association health plan in existence on the effective date of the
small business health fairness act of 2004, an affiliated member of the sponsor of the plan
may be offered coverage under the plan as a participating employer only if:

(1) The affiliated member was an affiliated member on the date of certification
under sections 376.1500 to 376.1530; or

(2) During the twelve-month period preceding the date of the offering of such
cover age, the affiliated member hasnot maintained or contributed to a group health plan
with respect to any of itsemployeeswho would otherwisebeeligibleto participatein such
association health plan.

3. Therequirements of this section are met with respect to an association health
plan if, under the terms of the plan, no participating employer may provide health
insurance coveragein theindividual market for any employee not cover ed under theplan
whichissimilar tothecover age contemporaneously provided toemployeesof theemployer
under theplan, if such exclusion of theemployeefrom coverageunder theplanisbased on
a health status-related factor with respect to the employee and such employee would, but
for such exclusion on such basis, be éligible for coverage under the plan.

4. Therequirements of this section are met with respect to an association health
plan if:

(1) Under thetermsof theplan, all employer smeeting the preceding requirements
of this section are eligible to qualify as participating employers for all geographically
available coverage options, unless, in the case of any such employer, participation or
contribution requirements of the type referred to in Section 2711 of the federal Public
Health Service Act are not met;

(2) Upon request, any employer eligible to participate is furnished information
regarding all coverage options available under the plan; and

(3) The applicable requirements of Sections 701, 702, and 703 of the federal
Employee Retirement | ncome Security Act of 1974 are met with respect to the plan.
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376.1512. 1. Therequirementsof thissection aremet with respect to an association
health plan if the following requirements are met:

(1) Theinstrumentsgoverningtheplan includeawritten instrument, meeting the
requirementsof an instrument required under Section 402(a)(1) of thefederal Employee
Retirement Income Security Act of 1974, which:

() Providesthat the board of trustees servesasthe named fiduciary required for
plansunder Section 402(a)(1) of the federal Employee Retirement Income Security Act of
1974 and servesin the capacity of a plan administrator, referred toin 29 U.S.C. Section
1002(16)(A);

(b) Providesthat the sponsor of the plan isto serveasplan sponsor, referred toin
29 U.S.C. Section 1002(16)(B); and

(c) Incorporatesthe requirements of section 376.1515;

(2) (&) Thecontribution ratesfor any participating small employer do not vary on
the basis of any health status-related factor in relation to employees of such employer or
their beneficiariesand do not vary on thebasisof thetypeof businessor industry in which
such employer isengaged,;

(b) Nothing in sections 376.1500 to 376.1530 or any other provision of state law
shall be construed to preclude an association health plan, or a health insurance issuer
offering health insurance coverage in connection with an association health plan, from:

a. Setting contribution rates based on the claims experience of the plan; or

b. Varying contribution ratesfor small employersin this state to the extent that
such rates could vary using the same methodology employed in this state for regulating
premiumratesin thesmall group market with respect tohealth insurancecover ageoffered
in connection with bona fide associations within the meaning of Section 2791(d)(3) of the
federal Public Health Service Act, subject to the requirements of Section 702(b) of the
federal Employee Retirement Income Security Act of 1974 relating to contribution rates;

(3) If any benefit option under the plan does not consist of health insurance
cover age, the plan has as of the beginning of the plan year not fewer than one thousand
participants and beneficiaries;

(4) (a) If abenefit option which consists of health insurance coverage is offered
under the plan, state-licensed insurance agents shall be used to distribute to small
employers coverage which does not consist of health insurance coverage in a manner
comparable to the manner in which such agents are used to distribute health insurance
coverage.

(b) For purposes of paragraph (a) of this subdivision, " state-licensed insurance
agents' meansoneor moreagentswhoarelicensed in thisstateand aresubject tothelaws
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of this state relating to licensure, qualification, testing, examination, and continuing
education of personsauthorized to offer, sell, or solicit health insurance coveragein this
state;

(5) Such other requirementsasthedirector determinesarenecessary to carry out
thepurposesof sections376.1500to 376.1530, which shall be prescribed by thedirector by
rule.

2. Subject to Section 514(d) of the federal Employee Retirement | ncome Security
Act of 1974, nothingin sections 376.1500 to 376.1530 or any provision of statelaw shall be
construed to preclude an association health plan or a health insurance issuer offering
health insurance coverage in connection with an association health plan from exercising
its sole discretion in selecting the specific items and services consisting of medical careto
beincluded as benefits under such plan or coverage, except in the case of any law to the
extent that it:

(1) Prohibitsan exclusion of a specific disease from such coverage; or

(2) Isnot preempted under Section 731(a)(1) of the federal Employee Retirement
Income Security Act of 1974 with respect to matter sgover ned by Section 711 or 712 of the
federal Employee Retirement Income Security Act of 1974.

376.1515. 1. Therequirementsof thissection aremet with respect to an association
health plan if:

(1) Thebenefitsunder the plan consist solely of health insurance coverage; or

(2) Iftheplan providesany additional benefit optionswhich donot consist of health
insurance cover age, the plan:

(@) Establishes and maintains reserves with respect to such additional benefit
options, in amounts recommended by the qualified actuary, consisting of:

a. A reservesufficient for unearned contributions;

b. A reservesufficient for benefit liabilitieswhich have been incurred, which have
not been satisfied, and for which risk of losshasnot yet been transferred, and for expected
administrative costs with respect to such benefit liabilities;

c. A reservesufficient for any other obligations of the plan; and

d. A reserve sufficient for a margin of error and other fluctuations, taking into
account the specific circumstances of the plan; and

(b) Establishesand maintainsaggr egateand specific excess/stop lossinsuranceand
solvency indemnification, with respect to such additional benefit optionsfor which risk of
loss has not yet been transferred, asfollows:

a. Theplan shall secure aggregate excess/stop lossinsurance for the plan with an
attachment point which isnot greater than one hundred twenty-five per cent of expected
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gross annual claims. The director may by rule provide for upward adjustmentsin the
amount of such percentage in specified circumstances in which the plan specifically
provides for and maintainsreservesin excess of the amountsrequired under paragraph
(a) of thissubdivision.

b. The plan shall secure specific excess/stop loss insurance for the plan with an
attachment point which isat least equal toan amount recommended by theplan'squalified
actuary. Thedirector may by ruleprovidefor adjustmentsin theamount of such insurance
in specified circumstances in which the plan specifically provides for and maintains
reservesin excess of the amountsrequired under paragraph (a) of thissubdivision.

c. Theplan shall secureindemnification insurance for any claimswhich the plan
isunableto satisfy by reason of a plan termination.

Any rules promulgated by the director pursuant to subparagraphsa. or b. of paragraph
(b) of thissubdivision may allow for such adjustmentsin therequired levels of excess/stop
loss insurance as the qualified actuary may recommend, taking into account the specific
circumstances of the plan.

2. In the case of any association health plan described in subdivision (2) of
subsection 1 of thissection, therequirementsof thissection aremet if the plan establishes
and maintains surplusin an amount at least equal to:

(1) Fivehundred thousand dollars; or

(2) Such greater amount, but not greater than two million dollars, as may be set
forth in rulespromulgated by the department based on thelevel of aggregate and specific
excess/stop loss insurance provided with respect to such plan.

3. In the case of any association health plan described in subdivision (2) of
subsection 1 of this section, the department may provide such additional requirements
relatingtoreservesand excess/stop lossinsuranceasthedepartment consider sappropriate.
Such requirements may be provided by rulewith respect to any such plan or any class of
such plans.

4. Thedepartment may providefor adjustmentstothelevelsof reservesotherwise
required under subsections1 and 2 of thissection with respect to any plan or classof plans
totakeinto account excess/stop lossinsuranceprovided with respect to such plan or plans.

5. Thedirector may permit an association health plan described in subdivision (2)
of subsection 1 of thissection tosubstitute, for all or part of therequirementsof thissection
(except subparagraph c. of paragraph (b) of subdivision (2) of subsection 1 of thissection),
such security, guarantee, hold-harmless arrangement, or other financial arrangement as
the director determines to be adequate to enable the plan to fully meet all its financial
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obligations on a timely basis and is otherwise no less protective of the interests of
participants and beneficiaries than the requirements for which it is substituted. For
purposes of this subsection, the department may take into account evidence provided by
theplan or sponsor which demonstratesan assumption of liability with respect totheplan.
Such evidence may be in the form of a contract of indemnification, lien, bonding,
insurance, letter of credit, recourse under applicable terms of the plan in the form of
assessments of participating employers, security, or other financial arrangement.

6. (1) (@) Inthecaseof an association health plan described in subdivision (2) of
subsection 1 of this section, therequirements of thissubsection are met if the plan makes
paymentsinto the association health plan fund under thissubdivision when they aredue.
Such payments shall consist of annual paymentsin the amount of five thousand dollars
and, in addition tosuch annual payments, such supplemental paymentsasthedirector may
determineto be necessary under subdivision (2) of subsection 1 of thissection. Payments
under this subdivision are payable to the fund at the time determined by the director.
Initial payments are duein advance of certification under sections 376.1500 to 376.1530.
Payments shall continue to accrue until a plan's assets are distributed pursuant to a
termination procedure.

(b) If any payment isnot made by a plan when it isdue, a late payment char ge of
not mor e than one hundred percent of the payment which was not timely paid shall be
payable by the plan to the fund.

(c) Thedirector shall not ceaseto carry out the provisionsof subdivision (2) of this
section on account of the failure of a plan to pay any payment when due.

(2) Inany casein which thedirector determinesthat thereis, or that thereisreason
to believe that there will be:

(a) A failure to take necessary corrective actions under subsection 1 of section
376.1524 with respect to an association health plan described in this section; or

(b) A termination of such a plan under subsection 2 of section 376.1524 or
subdivision (8) of subsection 2 of section 376.1527, thedir ector shall deter minetheamounts
necessary to makepaymentstoan insurer, designated by thedirector, to maintain in for ce
excess/stop loss insurance coverage or indemnification insurance coverage for such plan
if the director determines that there is a reasonable expectation that without such
payments claims would not be satisfied by reason of termination of such coverage. The
director shall, subject to appropriations, pay such amounts so determined to the insurer
designated by thedirector.

(3) (a) Thereishereby established in the statetreasury afund to beknown asthe
" Association Health Plan Fund". The fund shall be available for making payments
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pursuant to subdivision (2) of this subsection. Thefund shall be credited with payments
received pursuant to paragraph (a) of subdivision (1) of thissubsection, penaltiesreceived
pursuant to paragraph (b) of subdivison (1) of this subsection, and earnings on
investments of amounts of the fund under paragraph (b) of this subdivision.

(b) If the director determines that moneys in the fund are in excess of current
needs, the director may request theinvestment by the statetreasurer of such amounts as
the director determines advisable.

7. (1) Theterm " aggregate excess/stop lossinsurance” means, in connection with
an association health plan, a contract:

() Under which aninsurer, meeting such minimum standar ds, asthedirector may
prescribeby rule, providesfor payment totheplan with respect to aggr egate claimsunder
the plan in excess of an amount or amounts specified in such contract;

(b) Which isguaranteed renewable; and

(c) Which allows for payment of premiums by any third party on behalf of the
insured plan.

(2) Theterm " specific excess/stop lossinsurance’ means, in connection with an
association health plan, a contract:

() Under which aninsurer, meeting such minimum standar ds, asthedirector may
prescribe by rule, providesfor payment to the plan with respect to claimsunder the plan
in connection with a covered individual in excess of an amount or amounts specified in
such contract in connection with such covered individual;

(b) Which isguaranteed renewable; and

(c) Which allows for payment of premiums by any third party on behalf of the
insured plan.

8. For purposes of this section, the term "indemnification insurance’ means, in
connection with an association health plan, a contract:

(1) Under which an insurer, meeting such minimum standardsasthedirector may
prescribe by rule, providesfor payment to the plan with respect to claimsunder the plan
which the plan isunableto satisfy by reason of atermination pursuant to subsection 2 of
section 376.1524 relating to mandatory ter mination;

(2) Which isguaranteed renewable and noncancellable for any reason, except as
the director may prescribe by rule; and

(3) Which allows for payment of premiums by any third party on behalf of the
insured plan.
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9. For purposes of thissection, theterm " reserves' means, in connection with an
association health plan, plan assetswhich meet thefiduciary standar dsand such additional
requirementsregarding liquidity asthe director may prescribe by rule.

10. (1) Within ninety days after the effective date of the small business health
fairnessact of 2005, thedirector shall establish a" Solvency StandardsWorking Group” .
In promulgatingtheinitial rulesunder thissection, thedirector shall takeinto account the
recommendations of such working group.

(2) Theworking group shall consist of not more than fifteen members appointed
by thedirector. Thedirector shall include among personsinvited to membership on the
working group at least one of each of the following:

(@) A representative of the National Association of Insurance Commissioners;

(b) A representative of the American Academy of Actuaries,

(c) A representative of state gover nment, or itsinterests;

(d) A representative of existing self-insured arrangements, or their interests;

(e) A representative of associations of the type referred to in subdivision (1) of
subsection 2 of section 376.1500, or their interests; and

(f) A representative of multiemployer plansthat are group health plans, or their
interests.

376.1518. 1. Under the procedure established in subsection 1 of section 376.1503,
an association health plan shall pay to thedirector at thetime of filing an application for
certification under sections376.1500t0 376.1530afiling feein theamount of fivethousand
dollars, which shall be available to the director, subject to appropriations, for the sole
purposeof administeringthecertification procedur esapplicablewith respect toassociation
health plans.

2. An application for certification under sections 376.1500 to 376.1530 meets the
requirements of this section only if it includes, in a manner and form prescribed by rule
by the director with at least the following infor mation:

(1) The names and addresses of the sponsor and the members of the board of
trustees of the plan;

(2) Theexpected number of participantsand beneficiaries under the plan;

(3) Evidence provided by the board of trusteesthat the bonding requirements of
Section 412 of the federal Employee Retirement |ncome Security Act of 1974 will be met
as of the date of the application or, if later, commencement of operations,

(4) A copy of the documents governing the plan, including any bylaws and trust
agreements, thesummary plan description, and other material describingthebenefitsthat
will be provided to participants and beneficiaries under the plan;
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(5) A copy of any agreements between the plan and contract administrators and
other service providers,

(6) Inthecaseof association health plansproviding benefitsoptionsin addition to
health insurance coverage, a report setting forth information with respect to such
additional benefit options determined as of a date within the one hundred twenty-day
period ending with the date of the application, including the following:

() A statement, certified by the board of trustees of the plan, and a statement of
actuarial opinion, signed by aqualified actuary, that all applicablerequirementsof section
376.1515 are or will be met in accor dance with prescribed rules of the director;

(b) A statement of actuarial opinion, signed by aqualified actuary, which setsforth
a description of the extent to which contribution rates are adequate to provide for the
payment of all obligationsand themaintenanceof required reservesunder theplan for the
twelve-month period beginningwith such datewithin such onehundred twenty-day period,
taking into account the expected cover age and experience of the plan. If the contribution
ratesarenot fully adequate, the statement of actuarial opinion shall indicatetheextent to
which therates areinadequate and the changes needed to ensure adequacy;

(c) A statement of actuarial opinion signed by a qualified actuary, which setsforth
thecurrent value of theassetsand liabilitiesaccumulated under the plan and a pr oj ection
of the assets, liabilities, income, and expenses of the plan for the twelve-month period
referred to in paragraph (b) of this subdivision. The income statement shall identify
separ ately the plan's administrative expenses and claims;

(d) A statement of the costs of coverageto be charged, including an itemization of
amountsfor administration, reserves, and other expensesassociated with the oper ation of
the plan;

(e) Any other information as may be determined by the director by rule as
necessary to carry out the purposes of sections 376.1500 to 376.1530.

3. A certification granted under sections 376.1500 to 376.1530 to an association
health plan shall not be effective unlessat least twenty-five per cent of the participantsand
beneficiaries under the plan arelocated in Missouri. For purposes of this subsection, an
individual shall be considered to be located in Missouri if a known address of such
individual islocated in Missouri or if such individual isemployed in Missouri.

4. In the case of any association health plan certified under sections 376.1500 to
376.1530, descriptions of material changesin any information which was required to be
submitted with the application for the certification under sections 376.1500 to 376.1530
shall befiled in such form and manner asshall be prescribed by thedirector by rule. The
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director may by rule require prior notice of material changes with respect to specified
matter swhich may serve asthe basisfor suspension or revocation of the certification.

5. An association health plan certified under sections 376.1500 to 376.1530 which
provides benefit optionsin addition to health insurance coveragefor such plan year shall
meet the requirements of Section 503B of the federal Employee Retirement Income
Security Act of 1974 by filing an annual report under such Section 503B of the federal
Employee Retirement Income Security Act of 1974 which shall include information
described in subdivision (6) of subsection 2 of thissection with respect totheplan year and,
notwithstanding Section 503C(a)(1)(A) of the federal Employee Retirement Income
Security Act of 1974, shall be filed with the director not later than ninety days after the
close of the plan year, or on such later date as may be prescribed by the director by rule.
Thedirector may by rulerequiresuch interim reportsasit considersappropriate.

6. Theboard of trustees of each association health plan which provides benefits
options in addition to health insurance coverage and which is applying for certification
under sections376.1500t0376.1530 or iscertified under sections376.1500t0 376.1530 shall
engage, on behalf of all participants and beneficiaries, a qualified actuary who shall be
responsible for the preparation of the materials comprising information necessary to be
submitted by a qualified actuary under sections 376.1500 to 376.1530. The qualified
actuary shall utilize such assumptions and techniques as are necessary to enable such
actuary to form an opinion as to whether the contents of the matters reported under
sections 376.1500 to 376.1530:

(1) Arein the aggregate reasonably related to the experience of the plan and to
reasonable expectations; and

(2) Represent such actuary'sbest estimateof anticipated experienceunder theplan.

The opinion by the qualified actuary shall be made with respect to, and shall be made a
part of, the annual report.

376.1521. Except as provided in subsection 2 of section 376.1524, an association
health plan which is or has been certified under sections 376.1500 to 376.1530 may
terminate upon or at any time after cessation of accrualsin benefit liabilities only if the
board of trustees:

(1) Not lessthan sixty days beforethe proposed ter mination date, providesto the
participants and beneficiaries a written notice of intent to terminate stating that such
termination isintended and the proposed ter mination date;
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(2) Developsaplan for winding up the affairs of the plan in connection with such
termination in amanner which will result in timely payment of all benefitsfor which the
plan isobligated; and

(3) Submitssuch plan in writing to the director.

Actions required under this section shall be taken in such form and manner as may be
prescribed by thedirector by rule.

376.1524. 1. An association health plan which iscertified under sections 376.1500
to 376.1530 and which provides benefits other than health insurance coverage shall
continue to meet the requirements of section 376.1515, irrespective of whether such
certification continues in effect. The board of trustees of such plan shall determine
quarterly whether therequirementsof section 376.1515 aremet. In any casein which the
board determinesthat thereisreason to believe that thereisor will be a failure to meet
such requirements, or the director makes such a determination and so notifiesthe board,
the board shall immediately notify the qualified actuary engaged by the plan, and such
actuary shall, not later than the end of the next following month, make such
recommendationsto the board for corrective action asthe actuary deter mines necessary
toensurecompliancewith section 376.1515. Not later than thirty daysafter receivingfrom
theactuary recommendationsfor correctiveactions, theboard shall notify thedirector, in
such form and manner asthedirector may prescribeby rule, of such recommendations of
theactuary for correctiveaction, together with adescription of theactions, if any, that the
board hastaken or planstotakein responseto such recommendations. The board shall
thereafter report to thedirector, in such form and frequency asthe director may specify
to the board, regarding corrective action taken by the board until the requirements of
section 376.1515 are met.

2. In any casein which:

(1) Thedirector hasbeen notified under subsection 1 of this section of afailure of
an association health plan which is or has been certified under sections 376.1500 to
376.1530 and isdescribed in subdivision (2) of subsection 1 of section 376.1515 to meet the
requirements of section 376.1515 and has not been notified by theboard of trustees of the
plan that corrective action hasrestored compliance with such requirements; and

(2) Thedirector determinesthat thereisareasonableexpectation that the plan will
continueto fail to meet the requirements of section 376.1515, the board of trustees of the
plan shall, at the direction of the director, terminate the plan and, in the course of the
termination, takesuch actionsasthedirector may require, including satisfying any claims
referredtoin subparagraph c. of paragraph (b) of subdivision (2) of subsection 1 of section
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376.1515and recoveringfor theplan any liability under subparagraph c. of paragraph (b)
of subdivision (2) of subsection 1 of section 376.1515 or subsection 5 of section 376.1515,
asnecessary to ensurethat the affairsof the plan will be, to the maximum extent possible,
wound up in a manner which will result in timely provision of all benefits for which the
plan isobligated.

376.1527. 1. Whenever the director determines that an association health plan
which isor hasbeen certified under sections 376.1500 to 376.1530 and which isdescribed
in subdivision (2) of subsection 1 of section 376.1515 will be unable to provide benefits
when dueor isotherwisein afinancially hazardous condition, as shall be defined by the
director by rule, thedirector shall, upon noticeto theplan, apply totheappropriate court
for appointment of the director astrusteeto administer the plan for the duration of the
insolvency. The plan may appear asa party and other interested persons may intervene
in the proceedings at the discretion of the court. The court shall appoint the director
trusteeif the court determinesthat the trusteeship isnecessary to protect the interests of
the participants and beneficiaries or providers of medical care or to avoid any
unreasonable deterioration of the financial condition of the plan. Thetrusteeship of the
director shall continueuntil theconditionsdescribed in thefir st sentenceof thissubsection
areremedied or the plan isterminated.

2. Thedirector, upon appointment as trustee under subsection 1 of this section,
shall have the power:

(1) Todo any act authorized by the plan, sections 376.1500 to 376.1530, or other
applicable provisions of state law to be done by the plan administrator or any trustee of
the plan;

(2) Torequirethetransfer of all or any part of the assets and records of the plan
tothedirector astrustee;

(3) Toinvest any assetsof the plan which thedirector holdsin accor dancewith the
provisionsof theplan, rulesprescribed by thedirector, and applicable provisions of state
law;

(4) Torequirethesponsor,theplan administrator, any participatingemployer, and
any employeeor ganization representing plan participantstofurnish any information with
respect to the plan which the director as trustee may reasonably need in order to
administer the plan;

(5) Tocallect for the plan any amounts due the plan and to recover reasonable
expenses of the trusteeship;

(6) Tocommence, prosecute, or defend on behalf of theplan any suit or proceeding
involving the plan;
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(7) To issue, publish, or file such notices, statements, and reports as may be
required by thedirector by ruleor required by any order of the court;

(8) To terminate the plan, or provide for its termination in accordance with
subsection 2 of section 376.1524, and liquidate the plan assets, to restore the plan to the
responsibility of the sponsor, or to continue the trusteeship;

(9) To provide for the enrollment of plan participants and beneficiaries under
appropriate cover age options; and

(10) Todosuch other actsasmay be necessary to comply with sections 376.1500 to
376.1530 or any order of the court and to protect the interests of plan participants and
beneficiaries and providers of medical care.

3. Assoon as practicable after the director's appointment astrustee, the director
shall give notice of such appointment to:

(1) The sponsor and plan administrator;

(2) Each participant;

(3) Each participating employer; and

(4) If applicable, each employee organization which, for purposes of collective
bar gaining, represents plan participants.

4. Except to the extent inconsistent with the provisions of sections 376.1500 to
376.1530, or asmay be otherwise ordered by the court, thedirector, upon appointment as
trustee under this section, shall be subject to the same duties as those of a trustee under
Section 704 of Title 11, United States Code, and shall have the duties of a fiduciary for
pur poses of sections 376.1500 to 376.1530.

5. An application by the director under this subsection may be filed
notwithstanding thependency in thesameor any other court of any bankruptcy, mortgage
foreclosure, or equity receiver ship proceeding, or any proceedingtoreorganize, conserve,
or liquidatesuch plan or itsproperty, or any proceedingto enforcealien against property
of the plan.

(1) Uponthefiling of an application for theappointment astrusteeor theissuance
of a decree under this section, the court to which the application is made shall have
exclusive jurisdiction of the plan involved and its property wherever located with the
powers, to the extent consistent with the purposes of this section, of a court of the United
States having jurisdiction over cases under Chapter 11 of Title 11, United States Code.
Pending an adjudication under this section such court shall stay, and upon appointment
by it of thedirector astrustee, such court shall continuethe stay of, any pending mortgage
foreclosure, equity receiver ship, or other proceedingto reorganize, conserve, or liquidate
theplan, the sponsor, or property of such plan or sponsor, and any other suit against any
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receiver, conservator, or trustee of the plan, the sponsor, or property of the plan or
sponsor. Pending such adjudication and upon the appointment by it of the director as
trustee, the court may stay any proceeding to enforce a lien against property of the plan
or the sponsor or any other suit against the plan or the sponsor.

(2) An action under this section may be brought in thejudicial circuit wherethe
sponsor or the plan administrator residesor doesbusiness or where any asset of the plan
issituated. A court in which such action isbrought may issue processwith respect to such
action in any other judicial circuit.

6. In accordancewith rulesprescribed by thedirector, the director shall appoint,
retain, and compensate accountants, actuaries, and other professional service per sonnel
asmay benecessary in connection with thedirector'sserviceastrustee under thissection.

376.1530. 1. The provisions of sections 376.1500 to 376.1530 shall super sede any
and all state laws insofar as they may now or hereafter preclude, or have the effect of
precluding, a health insurance issuer from offering health insurance coverage in
connection with an association health plan which is certified under sections 376.1500 to
376.1530.

2. Anyruleor portion of arule, asthat term isdefined in section 536.010, RSM o,
that iscreated under theauthority delegated in sections 376.1500 to 376.1530 shall become
effective only if it complies with and is subject to all of the provisions of chapter 536,
RSMo, and, if applicable, section 536.028, RSMo. Sections 376.1500 to 376.1530 and
chapter 536, RSMo, are nonseverable and if any of the powers vested with the general
assembly pursuant to chapter 536, RSMo, to review, to delay the effective date, or to
disapprove and annul a rule are subsequently held unconstitutional, then the grant of
rulemaking authority and any rule proposed or adopted after August 28, 2006, shall be
invalid and void.
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