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FIRST REGULAR SESSION
[PERFECTED]
HOUSE COMMITTEE SUBSTITUTE FOR

HOUSE BILL NO. 818

94TH GENERAL ASSEMBLY

Reported from the Special Committee on Health Insurance March 15, 2007 with recommendati on that House Committee Substitute
for House Bill No. 818 Do Pass. Referred to the Committee on Rules pursuant to Rule 25(21)(f).

Reported from the Committee on RulesMarch 28, 2007 with recommendati on that House Committee Substitutefor House Bill No.
818 Do Peass.

Taken up for Perfection April 10, 2007. House Committee Substitute for House Bill No. 818 ordered Perfected and printed, as
amended.

D. ADAM CRUMBLISS, Chief Clerk
1261L.05P

AN ACT

To repea sections 376.960, 376.961, 376.964, 376.966, 376.986, 376.989, 379.930, 379.938,
379.940, 379.942, 379.943, 379.944, and 379.952, RSMo, and to enact in lieu thereof
seventeen new sections relating to portability and accessibility of health insurance.

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

Section A. Sections 376.960, 376.961, 376.964, 376.966, 376.986, 376.989, 379.930,
379.938, 379.940, 379.942, 379.943, 379.944, and 379.952, RSMo, are repeal ed and seventeen
new sections enacted in lieu thereof, to be known as sections 376.392, 376.435, 376.450,
376.451, 376.452, 376.453, 376.454, 376.960, 376.961, 376.964, 376.966, 376.986, 376.989,
379.930, 379.938, 379.940, and 379.952, to read as follows:

376.392. For any health carrier or health benefit plan, as defined in section
376.1350, that provides prescription drug coverage or contracts with a third-party for
prescription drug services, the health carrier or health benefit plan shall notify enrollees
in writing, or electronically with the permission of the enrollee, at least thirty daysprior
to any deletions, other than generic substitutions, in the health carrier’sor health benefit
plan’s prescription drug formulary that affect such enrollees.

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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376.435. 1. Beginning January 1, 2008, a health carrier providing a group health
benefit plan or plans as such terms are defined in section 376.1350, to an employer who
meetstherequirements specified in subsection 2 of this section shall, upon request by the
employer or theemployer'sproducer of record, provideareport of thetotal dollar amount
and total number of claimspaid under the plan or plansfor each of theprior threeyears
or for each year coverage wasin placeif lessthan three years at the time of the request.
Inthecaseof an employer with multipleplans, thetotal dollar amountsshall beaggr egated
into one report. The report shall be provided within thirty days of the request. The
information provided to the employer or the employer's producer of record shall be
furnished in a manner that does not individually identify any employee or other person
cover ed by the health benefit plan and shall comply with all applicable federal and state
privacy lawsregarding the disclosure of health records.

2. For purposes of subsection 1 of this section, an employer is one who:

(1) Employsat least fifty-one employees either at thetime of therequest or at the
start of thereporting period; and

(2) Hasbeen insured continuously with the health carrier or acarrier affiliated
with the health carrier for at least the preceding twenty-two months.

376.450. 1. Sections 376.450 to 376.454 shall be known and may be cited as the
"Missouri Health Insurance Portability and Accountability Act". Notwithstanding any
other provision of law to the contrary, health insurance coverage offered in connection
with the small group market, the large group market and the individual market shall
comply with the provisions of sections 376.450 to 376.453 and, in the case of the small
group market, the provisions of sections 379.930 to 379.952, RSMo. Asused in sections
376.450 to 376.453, the following ter ms mean:

(1) "Affiliation period", a period which, under the terms of the cover age offered
by a health maintenance or ganization, must expir e befor ethe cover age becomes effective.
The organization is not required to provide health care services or benefits during such
period and no premium shall becharged totheparticipant or beneficiary for any coverage
during the period,;

(2) "Beneficiary", the same meaning given such term under Section 3(8) of the
Employee Retirement I ncome Security Act of 1974 and Public Law 104-191;

(3) "Bonafideassociation", an association which:

(a) Hasbeen actively in existencefor at least five years,

(b) Has been formed and maintained in good faith for purposes other than
obtaining insurance;
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(c) Doesnot condition member ship in the association on any health status-related
factor relating to an individual (including an employee of an employer or a dependent of
an employee);

(d) Makeshealth insurance cover age offered through the association availableto
all membersregardless of any health status-related factor relating to such members (or
individuals eligible for coverage through a member); and

(e) Does not make health insurance coverage offered through the association
available other than in connection with a member of the association; and

(f) Meetsall other requirements for an association set forth in subdivision (5) of
subsection 1 of section 376.421 that are not inconsistent with this subdivision;

(4) " COBRA continuation provision™:

(a) Section 4980B of the Internal Revenue Code (26 U.S.C. 4980B), as amended,
other than subsection (f)(1) of such section asit relatesto pediatric vaccines,

(b) Titlel, Subtitle B, Part 6, excluding Section 609, of the Employee Retirement
I ncome Security Act of 1974; or

(c) Title XXl of the Public Health Service Act, 42 U.S.C. 300dd, et seq.;

(5) " Creditable coverage", with respect to an individual:

(a) Coverage of theindividual under any of the following:

a. A group health plan;

b. Health insurance coverage;

c. Part A or Part B of Title XVIII of the Social Security Act;

d. Title XI1X of the Social Security Act, other than coverage consisting solely of
benefits under Section 1928 of such act;

e. Chapter 55 of Title 10, United States Code;

f. A medical careprogram of thelndian Health Serviceor of atribal organization;

g. A state health benefitsrisk pool;

h. A health plan offered under Title 5, Chapter 89, of the United States Code;

i. A public health plan as defined in federal regulations authorized by Section
2701(c)(2)(1) of the Public Health Services Act, as amended by Public Law 104-191,

j- A health benefit plan under Section 5(e) of the Peace Corps Act (22 U.S.C.
2504(3));

(b) Creditable coverage does not include coverage consisting solely of excepted
benefits;

(6) " Department™ , theMissouri department of insurance, financial institutionsand
professional registration;
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(7) "Director", the director of the Missouri department of insurance, financial
institutions and professional registration;

(8) " Enrollment date" , with respect to an individual cover ed under a group health
plan or health insurance cover age, the date of enrollment of theindividual in the plan or
coverageor, if earlier, thefirst day of the waiting period for such enrollment;

(9) " Excepted benefits':

(a) Coverage only for accident (including accidental death and dismember ment)
insurance;

(b) Coverageonly for disability incomeinsurance;

(c) Coverageissued asa supplement to liability insurance;

(d) Liability insurance, including general liability insurance and automaobile
liability insurance;

(e) Workers compensation or similar insurance;

(f) Automobile medical payment insurance;

(g) Credit-only insurance;

(h) Coveragefor onsite medical clinics,

(i) Other similar insurance coverage, as approved by the director, under which
benefitsfor medical care are secondary or incidental to other insurance ben€fits;

() If provided under a separate policy, certificate or contract of insurance, any of
thefollowing:

a. Limited scope dental or vision benefits;

b. Benefitsfor long-term care, nursing home car e, home health care, community-
based care, or any combination ther eof;

c. Other smilar limited benefits as specified by the director;

(k) If provided under a separatepolicy, certificateor contract of insurance, any of
thefollowing:

a. Coverageonly for a specified disease or illness;

b. Hospital indemnity or other fixed indemnity insurance;

() If offered as a separate policy, certificate, or contract of insurance, any of the
following:

a. Medicare supplemental coverage (as defined under Section 1882(g)(1) of the
Social Security Act);

b. Coverage supplemental to the coverage provided under Chapter 55 of Title 10,
United States Code;

c. Similar supplemental coverage provided to coverageunder agroup health plan;
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(10) " Group health insurance coverage", health insurance coverage offered in
connection with a group health plan;

(11) " Group health plan", an employee welfar e benefit plan asdefined in Section
3(1) of the Employee Retirement I ncome Security Act of 1974 and Public Law 104-191 to
theextent that theplan providesmedical care, asdefined in thissection, and including any
item or service paid for as medical careto an employee or the employee's dependent, as
defined under the terms of the plan, directly or through insurance, reimbursement or
otherwise, but not including excepted benefits;

(12) "Health insurance coverage", or " health benefit plan” as defined in section
376.1350 and benefits consisting of medical care, including items and services paid for as
medical care, that areprovided directly, through insurance, reimbur sement, or otherwise
under apolicy, certificate, member ship contract, or health services agreement offered by
a health insuranceissuer, but not including excepted benefits;

(13) "Health insurance issuer”, "issuer™, or "insurer", an insurance company,
health services corporation, fraternal benefit society, health maintenance organization,
multiple employer welfare arrangement specifically authorized to operatein the state of
Missouri, or any other entity providing a plan of health insurance or health benefits
subject to state insurance regulation;

(14) " Individual health insurancecoverage", health insurance cover age offered to
individualsin theindividual market, not including excepted benefitsor short-termlimited
duration insurance;

(15) "Individual market", the market for health insurance coverage offered to
individuals other than in connection with a group health plan;

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

(17) "Largegroup market" , thehealth insurancemarket under which individuals
obtain health insurance coverage directly or through any arrangement on behalf of
themselves and their dependents through a group health plan maintained by a large
employer;

(18) "Lateenrollee", a participant who enrollsin a group health plan other than
during the first period in which the individual is eligible to enroll under the plan, or a
special enrollment period under subsection 6 of section 376.450;

(19) "Medical care", amounts paid for:
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(a) Thediagnosis, cure, mitigation, treatment, or prevention of diseaseor amounts
paid for the purpose of affecting any structure or function of the body;

(b) Transportation primarily for and essential to medical care referred to in
paragraph (a) of thissubdivision; or

(c) Insurance covering medical carereferred to in paragraphs (a) and (b) of this
subdivision;

(20) " Network plan", health insurance coverage offered by a health insurance
issuer under which thefinancingand delivery of medical car e, includingitemsand services
paid for as medical care, are provided, in whole or in part, through a defined set of
providersunder contract with theissuer;

(21) " Participant”, the same meaning given such term under Section 3(7) of the
Employer Retirement Income Security Act of 1974 and Public Law 104-191,

(22) " Plan sponsor”, the same meaning given such term under Section 3(16)(B) of
the Employee Retirement | ncome Security Act of 1974;

(23) " Preexisting condition exclusion”, with respect to coverage, a limitation or
exclusion of benefitsrelatingtoacondition based on thefact that the condition waspr esent
before the date of enrollment for such coverage, whether or not any medical advice,
diagnosis, care, or treatment was recommended or received before such date. Genetic
information shall not betreated asa preexisting condition in the absence of a diagnosis of
the condition related to such information;

(24) "Public Law 104-191", the federal Health Insurance Portability and
Accountability Act of 1996;

(25) " Small group market" , thehealth insurance market under which individuals
obtain health insurance coverage directly or through an arrangement, on behalf of
themselves and their dependents, through a group health plan maintained by a small
employer asdefined in section 379.930, RSMo;

(26) " Waiting period" , with respect to a group health plan and an individual who
isa potential participant or beneficiary in a group health plan, the period that must pass
with respect to the individual before the individual is eligible to be covered for benefits
under thetermsof the group health plan.

2. A health insuranceissuer offering group health insurance coverage may, with
respect to a participant or beneficiary, impose a preexisting condition exclusion only if:

(1) Such exclusion relatesto acondition, whether physical or mental, regar dless of
the cause of the condition, for which medical advice, diagnosis, care, or treatment was
recommended or received within the six-month period ending on the enrollment date;
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(2) Such exclusion extendsfor aperiod of not mor ethan twelvemonths, or eighteen
monthsin the case of a late enrollee, after the enrollment date; and

(3) The period of any such preexisting condition exclusion is reduced by the
aggregate of the periods of creditable coverage, if any, applicableto the participant as of
the enroliment date.

3. For the purposes of applying subdivision (3) of subsection 2 of this section:

(1) A period of creditable cover ageshall not becounted, with respect to enrollment
of an individual under group health insurance coverage, if, after such period and before
theenrollment date, therewasa sixty-three day period during all of which theindividual
was not covered under any creditable coverage;

(2) Any period of timethat an individual isin awaiting period for coverage under
group health insurance coverage, or isin an affiliation period, shall not be taken into
account in determining whether a sixty-three day break under subdivision (1) of this
subsection has occurred;

(3) Except as provided in subdivision (4) of this subsection, a health insurance
issuer offering group health insurance cover ageshall count aperiod of creditablecoverage
without regard to the specific benefitsincluded in the coverage;

(4) (a) A health insuranceissuer offering group health insurance cover age may
elect to apply the provisions of subdivision (3) of subsection 2 of this section based on
cover age within any category of benefits within each of several classes or categories of
benefitsspecified inregulationsimplementing Public L aw 104-191, rather than asprovided
under subdivision (3) of this subsection. Such election shall be made on a uniform basis
for all participantsand beneficiaries. Under such election a health insuranceissuer shall
count aperiod of creditablecover agewith respect toany classor category of benefitsif any
level of benefitsis covered within the class or category.

(b) Inthecase of an election with respect to health insurance cover age offered by
a health insurance issuer in the small or large group market under this subdivision, the
health insuranceissuer shall prominently statein any disclosur estatementsconcer ningthe
coverage, and prominently state to each employer at the time of the offer or sale of the
coverage, that the issuer has made such election, and include in such statements a
description of the effect of this election;

(5) Periodsof creditablecoveragewith respect to an individual may be established
through presentation of certificationsand other meansasspecified in Public Law 104-191
and regulations pursuant thereto.

4. A health insurance issuer offering group health insurance coverage shall not
apply any preexisting condition exclusion in the following cir cumstances:
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(1) Subject tosubdivision (4) of thissubsection, a health insuranceissuer offering
group health insurance cover age shall not impose any preexisting condition exclusion in
thecaseof an individual who, asof thelast day of thethirty-oneday period beginningwith
the date of birth, iscovered under creditable coverage;

(2) Subject to subdivision (4) of thissubsection, a health insuranceissuer offering
group health insurance cover age shall not impose any preexisting condition exclusion in
the case of a child who isadopted or placed for adoption befor e attaining eighteen years
of age and who, as of the last day of the thirty-day period beginning on the date of the
adoption or placement for adoption, is covered under creditable coverage. The previous
sentence shall not apply to coverage before the date of such adoption or placement for
adoption;

(3) A health insuranceissuer offering group health insurance coverage shall not
impose any preexisting condition exclusion relating to pregnancy as a preexisting
condition;

(4) Subdivisions(1) and (2) of thissubsection shall nolonger apply toan individual
after theend of thefirst sixty-threeday period during all of which theindividual was not
covered under any creditable cover age.

5. A healthinsuranceissuer offeringgroup health insurance cover ageshall provide
a certification of creditable coverage asrequired by Public Law 104-191 and regulations
pursuant ther eto.

6. A healthinsuranceissuer offeringgroup health insurancecover ageshall provide
for special enrollment periodsin the following circumstances:

(1) A health insuranceissuer offering group health insurance in connection with
agroup health plan shall per mit an employeeor adependent of an employeewhoiseligible
but not enrolled for coverage under thetermsof the plan to enroll for coverageif:

(@) The employee or dependent was covered under a group health plan or had
health insurancecover ageat thetimethat cover agewaspreviously offered totheemployee
or dependent;

(b) Theemployeestated in writing at thetimethat cover age under a group health
plan or health insurance coverage wasthereason for declining enrollment, but only if the
plan sponsor or health insuranceissuer required the statement at the time and provided
the employee with notice of the requirement and the consequences of therequirement at
thetime;

(c) The employee's or dependent's coverage described in paragraph (a) of this
subdivision was:

a. Under a COBRA continuation provision and was exhausted; or
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b. Not under a COBRA continuation provision and wasterminated as aresult of
loss of digibility for the coverage or because employer contributions toward the cost of
cover age wer eterminated; and

(d) Under thetermsof thegroup health plan, theemployeerequeststheenrollment
not later than thirty days after the date of exhaustion of coverage described in
subparagraph a. of paragraph (c) of this subdivision or termination of coverage or
employer contributionsdescribed in subparagraph b. of paragraph (c) of thissubdivision;

(2) (&) A group health plan shall providefor adependent special enroliment period
described in paragraph (b) of this subdivision during which an employee who is eligible
but not enrolled and a dependent may be enrolled under thegroup health plan and, in the
case of the birth or adoption of a child, the spouse of the employee may be enrolled as a
dependent if the spouseis otherwise eligible for coverage.

(b) A dependent special enrollment period under thissubdivisionisaperiod of not
lessthan thirty daysthat beginson the date of the marriage or adoption or placement for
adoption, or the period provided for enrollment in section 376.406 in the case of a birth;

(3) The coverage becomes effective:

(a) Inthecaseof marriage, not later than thefirst day of thefirst month beginning
after the date on which the completed request for enrollment isreceived,;

(b) Inthecaseof adependent'sbirth, asof the date of birth; or

(c) Inthecaseof adependent'sadoption or placement for adoption, thedate of the
adoption or placement for adoption.

7. Inthecaseof group health insurance cover age offer ed by a health maintenance
organization, the plan may provide for an affiliation period with respect to coverage
through the organization only if:

(1) No preexisting condition exclusion isimposed with respect to cover agethrough
the organization;

(2) Theperiod isapplied uniformly without regard to any health status-related
factors;

(3) Such period does not exceed two months, or three monthsin the case of alate
enrollee;

(4) Such period beginson the enrollment date; and

(5) Such period runsconcurrently with any waiting period.

376.451. 1. A health insurance issuer offering group health insurance coverage
shall comply with thefollowing standar dsprohibiting discrimination asto€ligibility based
upon health status:
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(1) A health insuranceissuer offering group health insurance cover age shall not
establish rules for digibility, including continued digibility, of any individual to enroll
under the terms of the group health plan based on any of the following health status-
related factorsof the individual or a dependent of theindividual:

(a) Health status;

(b) Medical condition, including both physical and mental illness;

(c) Claimsexperience;

(d) Receipt of health care;

(e) Medical history;

(f) Geneticinformation;

(g) Evidence of insurability, including conditions arising out of acts of domestic
violence; or

(h) Disability;

(2) Thissubsection doesnot requireahealth insuranceissuer offeringgroup health
insurance coverage to provide particular benefits other than those provided under the
terms of the group health insurance coverage, or prevent the issuer from establishing
limitationsor restrictionson theamount, level, extent, or natur eof thebenefitsor coverage
for similarly situated individuals enrolled in the group health insurance cover age,

(3) For purposesof subdivision (1) of thissubsection, rulesfor eligibility to enroll
includerulesdefiningany applicablewaiting or affiliation period for such enroliment, and
rulesrelating to late and special enrollments.

2. A health insuranceissuer offering group health insurancecover ageshall comply
with thefollowing standar dsprohibiting discrimination asto premium contributionsbased
upon health status:

(1) A healthinsuranceissuer offeringhealth insurancecover agein connection with
a group health plan shall not require any individual, as a condition of enrollment or
continued enrollment under theplan, topay apremium or contribution that isgreater than
the premium or contribution for a similarly situated individual enrolled in the group
health plan on the basisof any health status-related factor in relation to theindividual or
to an individual enrolled under the plan as a dependent of theindividual;

(2) Nothing in subdivision (1) of this subsection shall be construed to:

(a) Restrict theamount that any employer may be charged for coverage under a
group health plan, other than asprovided in sections379.930t0 379.952, RSMo, for health
insurance cover age provided in the small group market; or

(b) Prevent a health insurance issuer offering group health insurance coverage
from establishing premium discounts or rebates or modifying otherwise applicable
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copaymentsor deductiblesin return for adherenceto programsof health promotion and
disease prevention.

376.452. 1. Except asprovided in this section, if a health insurance issuer offers
health insurance coverage in the large group market in connection with a group health
plan,thehealth insuranceissuer shall renew or continuethecoveragein forceat theoption
of the plan sponsor.

2. A health insurance issuer may nonrenew or discontinue health insurance
coverage offered in connection with a group health plan in the large group market if:

(1) Theplan sponsor hasfailed to pay premiumsor contributionsin accordance
with the terms of the health insurance coverage or if the health insurance issuer has not
received timely premium payments,

(2) Theplan sponsor hasperformed an act or practicethat constitutesfraud or has
made an intentional misrepresentation of material fact under thetermsof the cover age;

(3) The plan sponsor has failed to comply with the health insurance issuer's
minimum participation requirements;

(4) The plan sponsor has failed to comply with the health insurance issuer's
employer contribution requirements;

(5 The health insurance issuer is ceasing to offer coverage in the large group
market in accordance with subsection 3 of this section;

(6) Inthecaseof ahealth insuranceissuer that offer shealth insurance coveragein
thelarge group market through a network plan, thereisnolonger any enrolleeunder the
group health plan who lives, resides, or worksin the service area of the health insurance
issuer or in theareafor which theissuer isauthorized to do business;

(7) In the case of health insurance coverage that is made available in the large
group market only through one or more bona fide associations, the membership of an
employer in thebonafide association ceases, but only if coverageisterminated under this
subdivision uniformly without regard to any health status-related factor of any covered
individual.

3. A health insurance issuer shall not discontinue offering a particular type of
group health insurance cover age offered in the lar ge group market unless:

(1) Theissuer provides notice to each plan sponsor, participant and beneficiary
provided coverage of thistypein the large group market of the discontinuation at least
ninety days prior to the date of the discontinuation of the coverage;

(2) Theissuer offersto each plan sponsor being provided coverage of thistypein
the large group market the option to purchase any other health insurance coverage
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currently being offered by the health insuranceissuer to a group health plan in thelarge
group market; and

(3) Theissuer actsuniformly without regard tothe claimsexperience of those plan
sponsorsor any health status-related factor of any participant or beneficiary covered or
new participant or beneficiary who may become eligible for such coverage.

4. (1) A healthinsuranceissuer shall not discontinue offering all health insurance
coveragein thelarge group market unless:

(&) Theissuer providesnotice of discontinuation to the director and to each plan
sponsor, participant and beneficiary covered at least one hundred eighty daysprior tothe
date of the discontinuation of coverage; and

(b) All health insuranceissued or delivered for issuancein Missouri in the large
group market isdiscontinued and coverage under such health insuranceisnot renewed.

(2) In the case of a discontinuation under this subsection, the health insurance
issuer shall not provide for the issuance of any health insurance coverage in the large
group market for aperiod of fiveyearsbeginning on the date of thediscontinuation of the
last health insurance coverage not renewed.

5. Atthetimeof cover agerenewal, ahealth insuranceissuer may modify thehealth
insurance coveragefor aproduct offered toagroup health planin thelargegroup market.
For purposes of this subsection, renewal shall be deemed to occur not more often than
annually on the anniversary of the effective date of the group health plan’s health
insurance cover age unless a longer term is specified in the policy or contract.

6. In the case of health insurance coverage that is made available by a health
insurance issuer only through one or more bona fide associations, a reference to " plan
sponsor” in this section is deemed, with respect to coverage provided to an employer
member of the association, toinclude areference to such employer.

376.453. 1. A health carrier that provideshealth insurance coveragefor which any
portion of the premium is payable by an employer or for which the employer has agreed
to deduct the premium from the employees paycheck shall not provide such coverage
unless the employer has established a premium only cafeteria plan as permitted under
federal law, 26 U.S.C. Section 125.

2. Nothing in thisact shall prohibit or otherwiserestrict an employer's ability to
either provide a group health benefit plan or create a premium only cafeteria plan with
defined contributions and in which the employee purchases the policy.

376.454. 1. Except as provided in this section, a health insurance issuer that
providesindividual health insurance coverageto an individual shall renew or continuein
for ce such coverage at the option of the individual.
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2. A health insurance issuer may nonrenew or discontinue health insurance
coverage of an individual in the individual market based only on one or more of the
following:

(1) Theindividual hasfailed to pay premiumsor contributionsin accor dancewith
the termsof the health insurance coverage or theissuer hasnot received timely premium
payments;

(2) Theindividual hasperformed an act or practicethat constitutesfraud or made
an intentional misrepresentation of material fact under the terms of the coverage;

(3) Theissuer isceasingto offer coverage in theindividual market in accordance
with subsection 4 of this section;

(4) Inthecaseof ahealth insuranceissuer that offer shealth insurance coveragein
themarket through anetwork plan, theindividual nolonger resides, lives, or worksinthe
serviceareaor in an areafor which theissuer isauthorized to do businessbut only if such
coverage is terminated under this subdivision uniformly without regard to any health
status-related factor of covered individuals,

(5) Inthecaseof health insurancecoveragethat ismadeavailablein theindividual
mar ket only through oneor morebonafideassociations, themember ship of theindividual
in the association on the basis of which the coverage is provided ceases, but only if such
coverage is terminated under this subdivision uniformly without regard to any health
status-related factor of covered individuals.

3. Inany casein which an issuer decidesto discontinue offering a particular type
of health insurance cover age offered in theindividual market, cover age of such type may
be discontinued by the issuer only if:

(1) Theissuer providesnoticeto each covered individual provided cover ageof this
typein such market of such discontinuation at least ninety days prior to the date of the
discontinuation of such coverage;

(2) Theissuer offerstoeachindividual in theindividual market provided cover age
of this type, the option to purchase any other individual health insurance coverage
currently being offered by theissuer for individualsin such market; and

(3) In exercising the option to discontinue coverage of thistypeand in offering the
option of coverage under subdivision (2) of this subsection, the issuer acts uniformly
without regard to any health status-related factor of enrolled individuals or individuals
who may become eligible for such coverage.

4. (1) Inany casein which a health insuranceissuer electsto discontinue offering
all health insurance coverage in the individual market in the state, health insurance
coverage may be discontinued by theissuer only if:



H.C.S. H.B. 818 14

40
41

42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59

60
61

© 00 ~NO O hWNDN

L e el
A wNPRO

(@ The issuer provides notice to the director and to each individual of such
discontinuation at least onehundred eighty daysprior tothedate of the expiration of such
cover age; and

(b) All healthinsuranceissued or delivered for issuancein thestatein such market
isdiscontinued and cover age under such health insurance coveragein such market isnot
renewed.

(2) In the case of a discontinuation under subdivision (1) of this subsection, the
issuer shall not providefor theissuance of any health insurancecoveragein theindividual
market for afive-year period beginning on thedateof thediscontinuation of thelast health
insurance cover age not so renewed.

5. At thetimeof coveragerenewal, ahealth insuranceissuer may modify thehealth
insurancecover agefor apolicy form offered toindividualsin theindividual market solong
as such modification is consistent with applicable law and effective on a uniform basis
amongall individualswith that policy form. For purposesof thissubsection, renewal shall
be deemed to occur not mor e often than annually on the anniver sary of the effective date
of the individual's health insurance coverage or as specified in the policy or contract.

6. In applying this section in the case of health insurance coverage that is made
availableby ahealthinsuranceissuer in theindividual market toindividualsonly through
oneor more associations, areferenceto an individual isdeemed to includeareferenceto
such an association of which the individual isa member.

7. Aninsurer shall provide a certification of creditable coverage as required by
Public Law 104-191 and regulations pursuant ther eto.

376.960. Asused in sections 376.960 to 376.989, the following terms mean:

(1) "Benefit plan”, the coverages to be offered by the pool to eligible persons pursuant
to the provisions of section 376.986;

(2) "Board", the board of directors of the pool;

(3) " Church plan", aplan asdefined in Section 3(33) of the Employee Retirement
Income Security Act of 1974, as amended;

(4) " Creditable coverage" , with respect to an individual:

(@) Coverage of theindividual provided under any of the following:

a. A group health plan;

b. Health insurance coverage;

c. Part A or Part B of Title XVIII of the Social Security Act;

d. Title XI1X of the Social Security Act, other than coverage consisting solely of
benefits under Section 1928;

e. Chapter 55 of Title 10, United States Code;
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f. A medical careprogram of thelndian Health Serviceor of atribal organization;

g. A state health benefitsrisk pool;

h. A health plan offered under Chapter 89 of Title 5, United States Code;

i. A public health plan as defined in federal regulations; or

J. A health benefit plan under Section 5(e) of the Peace Corps Act, 22 U.S.C.
2504(e);

(b) Creditable coverage does not include coverage consisting solely of excepted
benefits;

(5) "Director", the director of the Missouri department of insurance, financial
institutions and professional registration;

[(4)] (6) "Department", the Missouri department of insurance, financial institutionsand
professional registration;

(7) " Dependent", aresident spouse or resident unmarried child under the age of
nineteen years, a child who is a student under the age of twenty-three years and who is
financially dependent upon theparent, or achild of any agewhoisdisabled and dependent
upon the parent;

(8) " Excepted benefits':

(@) Coverageonly for accident, including accidental death and dismember ment,
insurance;

(b) Coverageonly for disability incomeinsurance;

(c) Coverageissued asa supplement to liability insurance;

(d) Liability insurance, including general liability insurance and automaobile
liability insurance;

(e) Workers compensation or similar insurance;

(f) Automobile medical payment insurance;

(g) Credit-only insurance;

(h) Coveragefor onsite medical clinics,

(i) Other smilar insurance coverage, as approved by the director, under which
benefitsfor medical care are secondary or incidental to other insurance benefits,

() If provided under a separate policy, certificateor contract of insurance, any of
thefollowing:

a. Limited scope dental or vision benefits;

b. Benefitsfor long-term care, nursing home care, home health care, community-
based care, or any combination ther eof;

c. Other similar, limited benefits as specified by the director;
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(k) If provided under a separatepolicy, certificate or contract of insurance, any of
thefollowing:

a. Coverageonly for a specified disease or illness;

b. Hospital indemnity or other fixed indemnity insurance;

() If offered as a separate policy, certificate or contract of insurance, any of the
following:

a. Medicare supplemental coverage (as defined under Section 1882(g)(1) of the
Social Security Act);

b. Coverage supplemental to the coverage provided under Chapter 55 of Title 10,
United States Code;

c. Similar supplemental coverage provided to coverageunder agroup health plan;

(9) "Federally defined digibleindividual", an individual:

(a) For whom, as of the date on which the individual seeks coverage through the
pool, the aggregate of the periods of creditable coverage as defined in this section, is
eighteen or more months and whose most recent prior creditable coverage was under a
group health plan, gover nmental plan, church plan, or health insurance cover age offered
in connection with any such plan;

(b) Whoisnot digiblefor coverageunder a group health plan, Part A or Part B of
Title XVIII of the Social Security Act, or state plan under Title XIX of such act or any
successor program, and who does not have other health insurance cover age;

(c) With respect to whom the most recent coverage within the period of aggregate
creditable coverage was not terminated because of nonpayment of premiumsor fraud;

(d) Who, if offered theoption of continuation cover ageunder COBRA continuation
provision or under a similar state program, both elected and exhausted the continuation
cover age;

(10) " Governmental plan”, a plan as defined in Section 3(32) of the Employee
Retirement Income Security Act of 1974 and any federal governmental plan;

(11) " Group health plan", an employee welfare benefit plan as defined in Section
3(1) of the Employee Retirement Income Security Act of 1974 and Public Law 104-191 to
theextent that theplan providesmedical careand includingitemsand servicespaid for as
medical care to employees or their dependents as defined under the terms of the plan
directly or through insurance, reimbursement or otherwise, but not including excepted
benefits;

[(5)] (12) "Health insurance", any hospital and medical expense incurred policy,
nonprofit health care service for benefits other than through an insurer, nonprofit health care
service plan contract, health maintenance organization subscriber contract, preferred provider
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arrangement or contract, or any other similar contract or agreement for the provisions of health
care benefits. The term "health insurance" does not include [short-term,] accident, fixed
indemnity, limited benefit or credit insurance, coverage issued as a supplement to liability
insurance, insurance arising out of a workers compensation or similar law, automobile
medical-payment insurance, or insurance under which benefits are payable with or without
regard to fault and which is statutorily required to be contained in any liability insurance policy
or equivalent self-insurance;

[(6)] (13) "Health maintenance organization”, any person which undertakes to provide
or arrange for basic and supplemental health care services to enrollees on a prepaid basis, or
which meets the requirements of section 1301 of the United States Public Health Service Act;

[(7)] (14) "Hospita", a place devoted primarily to the maintenance and operation of
facilitiesfor the diagnosis, treatment or care for not less than twenty-four hoursin any week of
three or more nonrelated individual s suffering from illness, disease, injury, deformity or other
abnormal physical condition; or aplace devoted primarily to provide medical or nursing carefor
three or more nonrelated individual s for not less than twenty-four hoursin any week. Theterm
"hospital” does not include convalescent, nursing, shelter or boarding homes, as defined in
chapter 198, RSMo;

[(8)] (15) "Insurance arrangement”, any plan, program, contract or other arrangement
under which one or more employers, unions or other organizations provide to their employees
or members, either directly or indirectly through atrust or third party administration, health care
services or benefits other than through an insurer;

[(9)] (16) "Insured”, any individual resident of this state who is eligible to receive
benefits from any insurer or insurance arrangement, as defined in this section;

[(10)] (17) "Insurer", any insurance company authorized to transact health insurance
business in this state, any nonprofit health care service plan act, or any health maintenance
organization;

(18) "Medical care", amounts paid for:

(a) Thediagnosis, care, mitigation, treatment, or prevention of disease, or amounts
paid for the purpose of affecting any structure or function of the body;

(b) Transportation primarily for and essential to medical care referred to in
paragraph (a) of this subdivision; and

(c) Insurance covering medical carereferred toin paragraphs (a) and (b) of this
subdivision;

[(11)] (19) "Medicare", coverage under both part A and part B of Title XVIII of the
Socia Security Act, 42 U.S.C. 1395 et seq., as amended;

[(12)] (20) "Member", al insurers and insurance arrangements participating in the pool;
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[(13)] (21) "Physician”, physicians and surgeons licensed under chapter 334, RSMo, or
by state board of healing arts in the state of Missouri;

[(14)] (22) "Plan of operation”, the plan of operation of the pool, including articles,
bylaws and operating rules, adopted by the board pursuant to the provisions of sections 376.961,
376.962 and 376.964,

[(15)] (23) "Poal", the state health insurance pool created in sections 376.961, 376.962
and 376.964;

(24) "Resident", an individual who has been legally domiciled in this state for a
period of at least thirty days, except that for afederally defined digibleindividual, there
shall not be a thirty-day requirement;

(25) " Significant break in coverage", a period of sixty-three consecutive days
during all of which the individual does not have any creditable coverage, except that
neither a waiting period nor an affiliation period istaken into account in determining a
significant break in coverage;

(26) " Trade act digibleindividual", an individual who is eligible for the federal
health coverage tax credit under the Trade Act of 2002, Public Law 107-210.

376.961. 1. Thereis hereby created a nonprofit entity to be known as the "Missouri
Health Insurance Pool”. All insurers issuing health insurance in this state and insurance
arrangements providing health plan benefits in this state shall be members of the pool.

2. Beginning January 1, 2007, the board of directors shall consist of the director of the
department of insurance, financial institutionsand professional registration or the director's
designee, and eight members appointed by the director. Of theinitial eight members appointed,
three shall serve a three-year term, three shall serve a two-year term, and two shall serve a
one-year term. All subsequent appointmentsto the board shall befor three-year terms. Members
of the board shall have a background and experience in heath insurance plans or health
mai ntenance organi zation plans, in health care finance, or asahealth care provider or amember
of the general public; except that, the director shall not be required to appoint members from
each of the categorieslisted. The director may reappoint members of the board. The director
shall fill vacancies on the board in the same manner as appointments are made at the expiration
of a member's term and may remove any member of the board for neglect of duty,
misfeasance, malfeasance, or nonfeasance in office.

376.964. The board of directors and administering insurers of the pool shall have the
general powersand authority granted under thelawsof thisstateto insurance companieslicensed
to transact health insurance as defined in section 376.960, and, in addition thereto, the specific
authority to:
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(1) Enter into contracts as are necessary or proper to carry out the provisions and
purposes of sections 376.960 to 376.989, including the authority, with the approval of the
director [of insurance], to enter into contracts with similar pools of other states for the joint
performance of common administrative functions, or with personsor other organizationsfor the
performance of administrative functions;

(2) Sueor be sued, including taking any legal actions necessary or proper for recovery
of any assessments for, on behalf of, or against pool members,

(3) Takesuchlegal actionsasnecessary to avoid the payment of improper claimsagainst
the pool or the coverage provided by or through the pool;

(4) Establish appropriate rates, rate schedules, rate adjustments, expense allowances,
agents referral fees, claim reserve formulas and any other actuarial function appropriate to the
operation of the pool. Rates shall not be unreasonablein relation to the coverage provided, the
risk experience and expenses of providing the coverage. Rates and rate schedules may be
adjusted for appropriate risk factors such as age and area variation in claim costs and shall take
into consideration appropriate risk factors in accordance with established actuaria and
underwriting practices;

(5) Assess members of the pool in accordance with the provisions of this section, and
to make advanceinterim assessments as may be reasonabl e and necessary for the organizational
and interim operating expenses. Any such interim assessments are to be credited as offsets
against any regular assessments due following the close of the fiscal year;

(6) Issue policiesof insurance in accordance with the requirements of sections 376.960
to 376.989;

(7) Appoint, from among members, appropriate legal, actuarial and other committeesas
necessary to provide technical assistance in the operation of the pool, policy or other contract
design, and any other function within the authority of the pool;

(8) Establish rules, conditions and procedures for reinsuring risks of pool members
desiring to issue pool plan coverages in their own name. Such reinsurance facility shall not
subject the pool to any of the capital or surplus requirements, if any, otherwise applicable to
reinsurers,

(9) Negotiate rates of reimbursement with health care providers on behalf of the
association and its members;

(10) Administer separateaccountsto separ atefederally defined dligibleindividuals
and trade act eligible individuals who qualify for plan coverage from the other €ligible
individualsentitled to pool coverageand apportion thecostsof administration amongsuch
separ ate accounts.
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376.966. 1. No employee shall involuntarily lose hisor her group coverage by decision
of hisor her employer on the grounds that such employee may subsequently enroll in the pool.
Thedepartment [of insurance] shall haveauthority to promul gaterulesand regul ationsto enforce
this subsection.

2. [Any individual who is aresident of this state shall be eligible for pool coverage,
except thefollowing] Thefollowing individual personsshall beeligiblefor coverage under
the pool if they are and continueto beresidents of this state:

(1) Anindividual person who provides evidence of the following:

(& A noticeof regection or refusal to issue substantially similar health insurance
for health reasons by at least two insurers; or

(b) Arefusal by aninsurer toissuehealth insurance except at arate exceeding the
plan ratefor substantially ssimilar health insurance;

(2) A federally defined eligible individual who has not experienced a significant
break in coverage,

(3) A tradeact digibleindividual;

(4) Each resident dependent of a person whoiseligiblefor plan coverage;

(5) Any person, regardlessof age, that can be claimed asa dependent of atradeact
eigibleindividual on such trade act eligible individual’ stax filing;

(6) Any person whosehealth insurancecover ageisinvoluntarily terminated for any
reason other than nonpayment of premium or fraud, and who is not otherwise ineligible
under subdivision (4) of subsection 3 of this section. If application for pool coverageis
made not later than sixty-three days after the involuntary termination, the effective date
of the cover age shall be the date of termination of the previous coverage;

(7) Any person whose premiumsfor health insurance cover age haveincreased to
one hundred fifty percent or more of rates established by the board as applicable for
individual standard risks;

(8) Any person currently insured who would have qualified asa federally defined
eligibleindividual or atradeact eligibleindividual between theeffectivedateof thefederal
Health I nsurance Portability and Accountability Act of 1996, Public L aw 104-191 and the
effective date of thisact.

3. The following individual persons shall not be digible for coverage under the
pool:

(1) Personswho have, on the date of issue of coverage by the pool, or obtain coverage
under health insurance or an insurance arrangement substantially similar to or more
comprehensive than a plan policy, or would be digible to have coverage if the person
elected to obtain it, except that:
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(8 This exclusion shall not apply to a person who has such coverage but whose
premiums haveincreased to [three] one hundred fifty percent or more of rates established by the
board as applicable for individual standard risks;

(b) A person may maintain other coverage for the period of time the person is
satisfying any preexisting condition waiting period under a pool policy; and

(c) A person may maintain plan coverage for the period of time the person is
satisfying a preexisting condition waiting period under another health insurance policy
intended to replace the pool policy;

(2) Any personwhoisat thetimeof pool application receiving health care benefitsunder
section 208.151, RSMo;

(3) Any person having terminated coverage in the pool unless twelve months have
elapsed since such termination, unless such person isafederally defined digibleindividual;

(4) Any person on whose behalf the pool has paid out one million dollars in benefits;

(5) Inmates or residents of public institutions, unless such person is a federally
defined eligibleindividual, and persons eligible for public programs;

(6) Any person whose medical condition which precludes other insurance coverageis
directly dueto alcohol or drug abuse or self-inflicted injury, unless such person isafederally
defined eligibleindividual or atrade act digible individual;

(7) [Any person who is €ligible for continuation or conversion of insurance coverage
under 29 U.S.C. 1161 to 29 U.S.C. 1168, 42 U.S.C. 300bb-1 to 42 U.S.C. 300bb-8, sections
376.395 to 376.404, or section 376.428, except that this exclusion shall not apply to a person
who has such coverage but whose premiums have increased to three hundred percent or more
of rates established by the board as applicable for individual standard risks; or

(8)] Any person who is eligible for Medicare coverage.

[3.] 4. Any person who ceases to meet the eligibility requirements of this section may
be terminated at the end of [his] such person's policy period.

[4. Any person whose health insurance coverage is involuntarily terminated for any
reason other than nonpayment of premium or any person whose premiums have increased to
three hundred percent or more of rates established by the board as applicable for individual
standard risks, may apply for coverage under the plan. If such coverage is applied for within
sixty days after the involuntary termination and the application is approved and if premiumsare
paid for the entire coverage period, the effective date of the coverage shal be the date of
termination of the previous coverage.]

5. (1) If aninsurer issuesoneor more of the following or takes any other action
based wholly or partially on medical underwriting consider ationswhich islikely torender
any person eligible for pool coverage, theinsurer shall notify all persons affected of the
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existence of the pool, as well as the eligibility requirements and methods of applying for
pool coverage:

(@) A noticeof rgection or cancellation of coverage;

(b) A notice of reduction or limitation of coverage, including restrictiveriders, if
theeffect of thereduction or limitation istosubstantially reduce cover agecompared tothe
cover ageavailabletoaperson considered astandardrisk for thetypeof coverageprovided
by the plan.

376.986. 1. The pool shall offer major medical expense coverage to every person
eligible for coverage under section 376.966. The coverage to be issued by the pool and its
schedule of benefits, exclusions and other limitations, shall be established by the board with the
advice and recommendations of the pool members, and such plan of pool coverage shall be
submitted to the director for approval. The pool shall also offer coverage for drugs and supplies
requiring amedical prescription and coverage for patient education services, to be provided at
the direction of a physician, encompassing the provision of information, therapy, programs, or
other serviceson aninpatient or outpatient basi s, designed to restrict, control, or otherwise cause
remission of the covered condition, illness or defect.

2. Inestablishing the pool coverage the board shall take into consideration the levels of
health insurance provided in this state and medica economic factors as may be deemed
appropriate, and shall promul gate benefit level s, deductibles, coinsurancefactors, exclusionsand
limitations determined to be generally reflective of and commensurate with health insurance
provided through a representative number of insurersin this state.

3. [Premiums charged for pool coverage may not be unreasonable in relation to the
benefits provided, the risk experience and the reasonable expenses of providing the coverage.]
Thepool shall establish premium ratesfor pool cover ageasprovided in subsection 4 of this
section. Separate schedules of premium rates based on age, sex and geographical |ocation may
apply for individual risks. Premium rates and schedules shall be submitted to thedirector
for approval prior to use.

4. The pool, with the assistance of the director, shall determine the standard risk rate
by [calculating the average individual standard rate charged by the fiveinsurers with the largest
number of individual contracts in force. In the event five insurers do not offer comparable
coverage,] considering the premium rates charged by other insurers offering health
insurancecover agetoindividuals. Thestandard risk rate shall be established using reasonable
actuaria techniques and shall reflect anticipated experience and expenses for such coverage.
Initial rates for pool coverage shall not be less than one hundred [fifty] twenty-five percent of
rates established as applicablefor individual standard risks. Subject tothelimitsprovided in
this subsection, subsequent rates shall be established to provide fully for the expected costs of
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clams including recovery of prior losses, expenses of operation, investment income of claim
reserves, and any other cost factors subject to the limitations described herein. In no event shall
pool rates exceed [two hundred percent of rates applicable to individual standard risks.

All rates and rate schedules shall be submitted to the director for approval] the following:

(1) For federally defined eigibleindividuals, rates shall be equal to the percent of
rates applicable to individual standard risks actuarially determined to be sufficient to
recover the sum of the cost of benefits paid under the pool for federally defined eligible
individualsplustheproportion of thepool'sadministrativeexpenseapplicabletofederally
defined digibleindividuals enrolled for pool coverage, provided that such rates shall not
exceed onehundred thirty-fiveper cent of ratesapplicabletoindividual standardrisks; and

(2) For all other individuals covered under the pool, one hundred thirty-five
per cent of rates applicableto individual standard risks.

5. Pool coverage established pursuant to this section shall provide an appropriate high
and low deductibl e to be sel ected by the pool applicant. The deductiblesand coinsurancefactors
may be adjusted annually in accordance with the medical component of the consumer price
index.

6. Pool coverage shall exclude charges or expenses incurred during the first twelve
monthsfollowing the effective date of coverageasto any condition [which, during the six-month
period immediately preceding the effective date of coverage, had manifested itself in such a
manner as would cause an ordinarily prudent person to seek diagnosis, care or treatment or] for
which medical advice, care or treatment was recommended or received as to such condition
during the six-month period immediately preceding the effective date of coverage. Such
preexisting condition exclusionsshall bewaived to theextent towhich similar exclusions, if any,
have been satisfied under any prior health insurance coverage which was involuntarily
terminated, if [that] application for pool coverageis made not later than [sixty] sixty-three days
following such involuntary termination and, in such case, coveragein the pool shall be effective
from the date on which such prior coverage was terminated.

7. No preexisting condition exclusion shall be applied to the following:

(1) Afederally defined eligibleindividual who hasnot experienced asignificant gap
in coverage; or

(2) A trade act dligible individual who maintained creditable health insurance
cover agefor an aggregateperiod of threemonthsprior tolossof employment and who has
not experienced a significant gap in cover age since that time.

8. Benefits otherwise payable under pool coverage shall bereduced by all amounts paid
or payablethrough any other health insurance, or insurance arrangement, and by all hospital and
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medical expensebenefitspaid or payable under any workers compensation coverage, automobile
medical payment or liability insurance whether provided on the basis of fault or nonfault, and
by any hospital or medical benefits paid or payable under or provided pursuant to any state or
federal law or program except Medicaid. The insurer or the pool shall have a cause of action
against an eligible person for the recovery of the amount of benefits paid which are not for
covered expenses. Benefits due from the pool may be reduced or refused as a setoff against any
amount recoverable under this subsection.

[8.] 9. Medical expenses shall include expenses for comparable benefits for those who
rely solely on spiritual means through prayer for healing.

376.989. Neither the participation in the pool as members, the establishment of rates,
forms or procedures, nor any other joint or collective action required or permitted by the
provisions of sections 376.960 to 376.989 shall bethe basis of any legal action, criminal or civil
liability or penalty against the pool, the pool administrator, theboard or any of itsmembers,
or pool employees, contractors, or consultants, or any of its members.

379.930. 1. Sections379.930 to 379.952 shall be known and may be cited asthe"Small
Employer Health Insurance Availability Act”.

2. For the purposes of sections 379.930 to 379.952, the following terms shall mean:

(1) "Actuarial certification" [meang] , awritten statement by amember of the American
Academy of Actuariesor other individual acceptableto thedirector that asmall employer carrier
isin compliance with the provisions of section 379.936, based upon the person’'s examination,
including areview of the appropriate records and of the actuarial assumptions and methods used
by the small employer carrier in establishing premium rates for applicable health benefit plans,

(2) "Affiliate" or "affiliated” [meang] , any entity or person who directly or indirectly
through one or more intermediaries, controls or is controlled by, or is under common control
with, a specified entity or person;

(3) ["Agent" means"insurance agent” asthat term isdefined in section 375.012, RSMo;

(4)] "Base premium rate" [means], for each class of business as to a rating period, the
lowest premium rate charged or that could have been charged under the rating system for that
class of business, by the small employer carrier to small employers with similar case
characteristics for health benefit plans with the same or similar coverage;

[(5) "Basic health benefit plan” means a lower cost health benefit plan developed
pursuant to section 379.944;

(6)] (4) "Board" means the board of directors of the program established pursuant to
sections 379.942 and 379.943;

[(7) "Broker" means "broker" asthat term is defined in section 375.012, RSMo;

(8)] (5) "Bonafideassociation", an association which:
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(a) Hasbeen actively in existencefor at least five years,

(b) Has been formed and maintained in good faith for purposes other than
obtaining insurance;

(c) Doesnot condition member ship in the association on any health status-related
factor relating to an individual (including an employee of an employer or a dependent of
an employee);

(d) Makeshealth insurance cover age offered through the association availableto
all membersregardless of any health status-related factor relating to such members (or
individuals eligible for cover age through a member);

(e) Does not make health insurance coverage offered through the association
available other than in connection with a member of the association; and

(f) Meetsall other requirements for an association set forth in subdivision (5) of
subsection 1 of section 376.421, RSMo, that are not inconsistent with this subdivision;

(6) "Carrier" [means] or " health insurance issuer™, any entity that provides health
insurance or health benefitsinthisstate. For the purposes of sections 379.930t0 379.952, carrier
includes an insurance company, health services corporation, fraternal benefit society, health
maintenance organization, multiple employer welfare arrangement specifically authorized to
operatein the state of Missouri, or any other entity providing aplan of health insurance or health
benefits subject to state insurance regulation;

[(9)] (7) "Casecharacteristics' [means] , demographic or other objective characteristics
of asmall employer that are considered by the small employer carrier in the determination of
premium ratesfor the small employer, provided that claim experience, health statusand duration
of coverage since issue shall not be case characteristics for the purposes of sections 379.930 to
379.952;

[(10)] (8) "Class of business' [means] , all or a separate grouping of small employers
established pursuant to section 379.934;

(9) " Church plan", the meaning given such term in Section 3(33) of the Employee
Retirement Income Security Act of 1974,

[(11)] (10) "Committee" [means] , the health benefit plan committee created pursuant
to section 379.944;

[(12)] (11) "Control" shall be defined in manner consistent with chapter 382, RSMo;

(12) " Creditable coverage", with respect to an individual:

(a) Coverage of theindividual under any of thefollowing:

a. A group health plan;

b. Health insurance coverage;

c. Part A or Part B of Title XVIII of the Social Security Act;
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d. Title XI1X of the Social Security Act, other than coverage consisting solely of
benefits under Section 1928 of such act;

e. Chapter 55 of Title 10, United States Code;

f. A medical careprogram of thelndian Health Serviceor of atribal organization;

g. A state health benefitsrisk pool;

h. A health plan offered under Chapter 89 of Title 5, United States Code;

i. A public health plan, as defined in federal regulations authorized by Section
2701(c)(1)(1) of the Public Health Services Act, asamended by Public Law 104-191; and

J- A health benefit plan under Section 5(e) of the Peace Corps Act (22 U.S.C.
2504(e));

(b) Creditable coverage shall not include coverage consisting solely of excepted
benefits;

(13) "Dependent" [means| , a spouse or an unmarried child under the age of nineteen
years, an unmarried child who isafull-time student under the age of twenty-three years and who
is financially dependent upon the parent; or an unmarried child of any age who is medically
certified as disabled and dependent upon the parent;

(14) "Director" [means] , the director of the department of insurance, financial
institutions and professional registration of this state;

(15) "Eligibleemployee’ [means] , an employee who works on afull-time basis and has
anormal work week of thirty or more hours. The term includes a sole proprietor, a partner of
a partnership, and an independent contractor, if the sole proprietor, partner or independent
contractor isincluded as an employee under a health benefit plan of asmall employer, but does
not include an employee who works on a part-time, temporary or substitute basis. For purposes
of sections 379.930 to 379.952, aperson, his spouse and hisminor children shall constitute only
one eligible employee when they are employed by the same small employer;

(16) "Established geographic service ared’ [means| , a geographical area, as approved
by the director and based onthe carrier's certificate of authority to transact insurancein this state,
within which the carrier is authorized to provide coverage;

(17) " Excepted benefits':

(@) Coverage only for accident (including accidental death and dismember ment)
insurance;

(b) Coverageonly for disability incomeinsurance;

(c) Coverageissued asa supplement to liability insurance;

(d) Liability insurance, including general liability insurance and automaobile
liability insurance;

(e) Workers compensation or similar insurance;
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(f) Automobile medical payment insurance;

(g) Credit-only insurance;

(h) Coveragefor onsite medical clinics,

(i) Other smilar insurance coverage, as approved by the director, under which
benefitsfor medical care are secondary or incidental to other insurance benefits,

() If provided under a separate policy, certificate or contract of insurance, any of
thefollowing:

a. Limited scope dental or vision benefits;

b. Benefitsfor long-term care, nursing home care, home health care, community-
based care, or any combination ther eof;

c. Other similar, limited benefits as specified by the director.

(k) If provided under a separatepolicy, certificateor contract of insurance, any of
thefollowing:

a. Coverageonly for a specified disease or illness;

b. Hospital indemnity or other fixed indemnity insurance.

() If offered as a separate policy, certificate or contract of insurance, any of the
following:

a. Medicare supplemental coverage (as defined under Section 1882(g)(1) of the
Social Security Act);

b. Coverage supplemental to the coverage provided under Chapter 55 of Title 10,
United States Code;

c. Similar supplemental coverageprovided to coverageunder agroup health plan;

(18) " Governmental plan" , themeaning given such term under Section 3(32) of the
Employee Retirement |ncome Security Act of 1974 or any federal gover nment plan;

(19) " Group health plan", an employee welfar e benefit plan asdefined in Section
3(1) of the Employee Retirement Income Security Act of 1974 and Public Law 104-191 to
theextent that the plan providesmedical car e, asdefined in thissection, and including any
item or service paid for as medical careto an employee or the employee's dependent, as
defined under the terms of the plan, directly or through insurance, reimbursement or
otherwise, but not including excepted benefits;

(20) "Hedth benefit plan" [means any hospital or medical policy or certificate, health
Services corporation contract, or health maintenance organization subscriber contract. Health
benefit plan does not include a policy of individual accident and sickness insurance or hospital
supplemental policies having a fixed daily benefit, or accident-only, specified disease-only,
credit, dental, vision, Medicare supplement, long-term care, or disability income insurance, or
coverage issued as a supplement to liability insurance, worker's compensation or similar
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insurance, or automobilemedical paymentinsurance] or " health insurancecoverage”, benefits
consisting of medical care, including itemsand servicespaid for asmedical care, that are
provided directly, through insurance, reimbursement, or otherwise, under a policy,
certificate, membership contract, or health services agreement offered by a health
insurance issuer, but not including excepted benefits or a policy that is individually
underwritten;

(21) "Health status-related factor"”, any of the following:

(a) Health status;

(b) Medical condition, including both physical and mental illnesses;

(c) Claimsexperience;

(d) Receipt of health care;

(e) Medical history;

(f) Geneticinformation;

(g) Evidenceof insurability, including a condition arising out of an act of domestic
violence;

(h) Disability;

[(18)] (22) "Index rate" [means], for each class of businessasto arating period for small
employerswith similar case characteristics, the arithmetic mean of the applicable base premium
rate and the corresponding highest premium rate;

[(19)] (23) "Late enrollee” [means] , an eligible employee or dependent who requests
enrollment in a health benefit plan of a small employer following the initia enrollment period
for which such individual isentitled to enroll under theterms of the health benefit plan, provided
that such initial enrollment period is a period of at least thirty days. However, an eligible
employee or dependent shall not be considered a late enrolleeiif:

(8 Theindividua meets each of the following:

a. Theindividual was covered under [qualifying previous] creditable coverage at the
time of theinitia enrollment;

b. Theindividual lost coverage under [qualifying previous| creditable coverage as a
result of cessation of employer contribution, termination of employment or eligibility,
reduction in the number of hours of employment, the involuntary termination of the
[qualifying previous] creditable coverage, death of aspouse [or divorce] , dissolution or legal
separ ation;

c. The individual requests enrollment within thirty days after termination of the
[qualifying previous] creditable coverage;

(b) Theindividual isemployed by an employer that offers multiple health benefit plans
and theindividual elects a different plan during an open enrollment period; or
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(c) A court has ordered coverage be provided for a spouse or minor or dependent child
under a covered employee's health benefit plan and request for enrollment is made within thirty
days after issuance of the court order;

(24) "Medical care", an amount paid for:

(a) Thediagnosis, care, mitigation, treatment or prevention of disease, or for the
purpose of affecting any structureor function of the body;

(b) Transportation primarily for and essential to medical care referred to in
paragraph (a) of thissubdivision; or

(o) Insurance covering medical carereferred to in paragraphs (a) and (b) of this
subdivision;

(25) "Network plan", health insurance coverage offered by a health insurance
issuer under which thefinancingand delivery of medical car e, includingitemsand services
paid for as medical care, are provided, in whole or in part, through a defined set of
providersunder contract with theissuer;

[(20)] (26) "New business premium rate" [means], for each class of business asto a
rating period, the lowest premium rate charged or offered, or which could have been charged or
offered, by the small employer carrier to small employers with similar case characteristics for
newly issued health benefit plans with the same or similar coverage;

[(21)] (27) "Planof operation” [means] , the plan of operation of the program established
pursuant to sections 379.942 and 379.943;

(28) " Plan sponsor", the meaning given such term under Section 3(16)(B) of the
Employee Retirement | ncome Security Act of 1974;

[(22)] (29) "Premium" [means] , all moneys paid by a small employer and eligible
employeesasacondition of receiving coveragefromasmall employer carrier, including any fees
or other contributions associated with the health benefit plan;

[(23)] (30) "Producer", the meaning given such term in section 375.012, RSMo, and
includes an insurance agent or broker;

[(24)] (31) "Program"” [means] , the Missouri small employer health reinsurance program
created pursuant to sections 379.942 and 379.943;

[(25) "Qualifying previous coverage" and "qualifying existing coverage' mean benefits
or coverage provided under:

(8 Medicare or Medicaid,;

(b) An employer-based health insurance or health benefit arrangement that provides
benefits similar to or exceeding benefits provided under the basic health benefit plan; or

(¢) An individual health insurance policy (including coverage issued by a health
mai ntenance organi zation, heal th servicescorporation or afraternal benefit society) that provides



H.C.S. H.B. 818 30

203
204
205
206
207
208
209
210
211
212
213
214
215
216
217
218
219
220
221
222
223
224
225
226
227
228
229
230
231
232
233
234
235
236
237
238

benefits ssimilar to or exceeding the benefits provided under the basic health benefit plan,
provided that such policy has been in effect for a period of at least one year;

(26)] (32) "Rating period" [means] , the calendar period for which premium rates
established by a small employer carrier are assumed to be in effect;

[(27)] (33) "Restricted network provision” [means] , any provision of a health benefit
plan that conditions the payment of benefits, in whole or in part, on the use of hedth care
providers that have entered into a contractual arrangement with the carrier pursuant to section
354.400, RSMo, et seg. to provide health care services to covered individuals;

[(28)] (34) "Small employer" [means] , in connection with a group health plan with
respect to a calendar year and a plan year, any person, firm, corporation, partnership [or] ,
association, or political subdivision that is actively engaged in business that[, on at least fifty
percent of its working days during the preceding calendar quarter, employed not less than three
nor] employed an average of at least two but no more than [twenty-five] fifty eligible
employeeq, the majority of whom were employed within this state. In determining the number
of eligible employees, companies that are affiliated companies, or that are eligible to file a
combined tax return for purposes of state taxation, shall be considered one employer] on
businessdaysduringthepreceding calendar year and that employsat least two employees
on thefirst day of theplan year. All personstreated asasingleemployer under subsection
(b), (c), (m) or (0) of Section 414 of the Internal Revenue Code of 1986 shall betreated as
oneemployer. Subsequent totheissuance of a health plan toasmall employer and for the
purpose of determining continued eligibility, the size of a small employer shall be
determined annually. Except asotherwise specifically provided, the provisionsof sections
379.930t0 379.952 that apply to a small employer shall continueto apply at least until the
plan anniversary following the datethe small employer nolonger meetstherequirements
of this definition. In the case of an employer which was not in existence throughout the
preceding calendar year, the determination of whether the employer isa small or large
employer shall bebased on theaveragenumber of employeesthat it isreasonably expected
that the employer will employ on business days in the current calendar year. Any
reference in sections 379.930 to 379.952 to an employer shall include a reference to any
predecessor of such employer;

[(29)] (35) "Small employer carrier” [means] , acarrier that offers health benefit plans
covering eligible employees of one or more small employersin this statef;

(30) "Standard health benefit plan™ means a health benefit plan devel oped pursuant to
section 379.944)].

3. Other termsused in sections 379.930 to 379.952 not set forth in subsection 2 of
this section shall have the same meaning as defined in section 376.450, RSMo.
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379.938. 1. A health benefit plan subject to sections 379.930 to 379.952 shall be
renewable with respect to al eigible employees and dependents, at the option of the small
employer, except in any of the following cases:

(1) [Nonpayment of therequired premiums] The plan sponsor failsto pay a premium
or contribution in accordancewith thetermsof a health benefit plan or thehealth carrier
has not received a timely premium payment;

(2) [Fraud or misrepresentation of the small employer or, with respect to coverage of
individual insureds, the insureds or their representatives] The plan sponsor performs an act
or practice that constitutesfraud, or makes an intentional misrepresentation of material
fact under the terms of the coverage;

(3) Noncompliance with the carrier's minimum participation requirements,

(4) Noncompliance with the carrier's employer contribution requirements;

(5) [Repeated misuse of a provider network provision; or

(6) Thesmall employer carrier electsto nonrenew all of itshealth benefit plansdelivered
or issued for delivery to small employersin this state. In such a case the carrier shall:

(8 Provide advance notice of its decision under this subdivision to the insurance
supervisory official in each state in which it is licensed; and

(b) Provide notice of the decision not to renew coverageto all affected small employers
and to the insurance supervisory official in each state in which an affected covered individual
isknown to reside at | east one hundred eighty days prior to the nonrenewal of any health benefit
plan by the carrier. Notice to the insurance supervisory official under this paragraph shall be
provided at least three working days prior to the notice to the affected small employers;

(7] Inthe case of asmall employer carrier that offerscoveragethrough a network
plan, thereis no longer any enrollee under the health benefit plan who lives, resides or
worksin the service area of the health insurance issuer and the small employer carrier
would deny enrollment with respect to such plan under subsection 4 of this section;

(6) Thesmall employer carrier electsto discontinue offering a particular type of
health benefit plan in thestate'ssmall group market. A typeof health benefit plan may be
discontinued by a small employer carrier in such market only if such carrier:

(a) Issuesanoticeto each plan sponsor provided coverageof such typein thesmall
group market (and participants and beneficiaries covered under such coverage) of the
discontinuation at least ninety days prior to the date of discontinuation of the cover age;

(b) Offers to each plan sponsor provided coverage of such type the option to
purchase all other health benefit plans currently being offered by the small employer
carrier in the state's small group market; and
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(c) Actsuniformly without regard to the claims experience of those plan sponsors
or any health status-related factor relatingto any participantsor beneficiaries covered or
new participants or beneficiaries who may become eligible for such coverage;

(7) A small employer carrier elects to discontinue offering all health insurance
coverage in the small group market in this state. A small employer carrier shall not
discontinue offering all health insurance coverage in the small employer market unless:

(@) Thecarrier providesnotice of discontinuation to thedirector and to each plan
sponsor (and participants and beneficiaries covered under such coverage) at least one
hundred eighty days prior to the date of the discontinuation of coverage; and

(b) All health insuranceissued or delivered for issuancein Missouri in the small
employer market isdiscontinued and coverageunder such healthinsuranceisnot renewed;

(8) In the case of health insurance coverage that is made available in the small
group market only through one or more bona fide associations, the membership of an
employer in theassociation (on the basisof which thecoverageisprovided) ceasesbut only
if such coverage is terminated under this subdivision uniformly without regard to any
health status-related factor relating to any covered individual;

(9) Thedirector finds that the continuation of the coverage would:

(&) Not beinthe best interests of the policyholders or certificate holders; or

(b) Impair the carrier's ability to meet its contractual obligations.

In such instance the director shall assist affected small employers in finding replacement
coverage.

2. A smal employer carrier that elects not to renew a health benefit plan under
subdivision[(6)] (7) of subsection 1 of thissection shall be prohibited from writing new business
in the small employer market in this state for aperiod of five yearsfrom the date of noticeto the
director.

3. Inthe case of asmall employer carrier doing business in one established geographic
service areaof the state, the provisions of this section shall apply only to the carrier's operations
in such service area.

4. At thetimeof coveragerenewal, ahealth insuranceissuer may modify thehealth
insurance coveragefor aproduct offered toagroup health plan in thesmall group market
if, for coveragethat isavailablein such market other than only through oneor morebona
fide associations, such modification isconsistent with statelaw and effective on auniform
basis among group health plans with that product. For purposes of this subsection,
renewal shall be deemed to occur not mor e often than annually on the anniversary of the
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effective date of thegroup health plan’shealth insurance coverageunlessalonger termis
specified in the policy or contract.

5. In the case of health insurance coverage that is made available by a small
employer carrier only through one or more bona fide associations, references to " plan
sponsor” in thissection isdeemed, with respect to coverage provided to a small employer
member of the association, to include areference to such employer.

379.940. 1. (1) Every smal employer carrier shal, as a condition of transacting
businessin thisstate with small employers, actively offer to small employers|at | east two health
benefit plans. One plan offered by each small employer carrier shall be a basic health benefit
plan and one plan shall be a standard health benefit plan] all health benefit plansit actively
marketsto small employersin this state.

(2) (8 A small employer carrier shall issue a[basic health benefit plan or a standard)]
health benefit plan to any eligible small employer that appliesfor either such plan and agreesto
makethe required premium paymentsand to satisfy the other reasonabl e provisionsof the health
benefit plan not inconsistent with sections 379.930 to 379.952.

(b) In the case of a small employer carrier that establishes more than one class of
business pursuant to section 379.934, the small employer carrier shall maintain and issue to
eligible small employers [at least one basic health benefit plan and at least one standard] all
health benefit [plan] plans in each class of business so established. A small employer carrier
may apply reasonable criteriain determining whether to accept asmall employer into aclass of
business, provided that:

a. Thecriteriaare not intended to discourage or prevent acceptance of small employers
applying for a[basic or standard] health benefit plan;

b. The criteria are not related to the health status or claim experience of the small
employer;

c. Thecriteriaare applied consistently to all small employers applying for coveragein
the class of business; and

d. Thesmall employer carrier providesfor the acceptanceof al eligiblesmall employers
into one or more classes of business. The provisions of this paragraph shall not apply to aclass
of businessinto which the small employer carrier is no longer enrolling new small employers.

[(3) A small employer iseligible under subdivision (2) of this subsection if it employed
at least three or more eligible employeeswithin this state on at |east fifty percent of itsworking
days during the preceding calendar quarter.

(4) Theprovisionsof thissubsection shall be effective one hundred eighty days after the
director'sapproval of the basic health benefit plan and the standard heal th benefit plan devel oped
pursuant to section 379.944, provided that if the small employer health reinsurance program
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created pursuant to sections 379.942 and 379.943 is not yet in operation on such date, the
provisions of this subsection shall be effective on the date that such program begins operation.]

2. Hedth benefit plans covering small employers shall comply with the following
provisions:

(1) A hedth benefit plan shal [not deny, exclude or limit benefits for a covered
individual for losses incurred more than twelve months following the effective date of the
individual's coverage due to a preexisting condition. A health benefit plan shall not define a
preexisting condition more restrictively than:

(&) A condition that would have caused an ordinarily prudent person to seek medical
advice, diagnosis, care or treatment during the six months immediately preceding the effective
date of coverage,

(b) A condition for which medical advice, diagnosis, care or treatment was
recommended or received during the six months immediately preceding the effective date of
coverage; or

(c) A pregnancy existing on the effective date of coverage.

(2) A hedlth benefit plan shall waive any time period applicable to a preexisting
condition exclusion or limitation period with respect to particul ar servicesfor the period of time
anindividual waspreviously covered by qualifying previouscoveragethat provided benefitswith
respect to such services, provided that the qualifying previous coverage was continuousto adate
not less than thirty days prior to the effective date of the new coverage. This subdivision does
not preclude application of any waiting period applicable to all new enrollees under the health
benefit plan.

(3) A hedlth benefit plan may exclude coverage for late enrollees for the greater of
eighteen monthsor providefor an eighteen-month preexi sting condition exclusion, provided that
if both aperiod of exclusion from coverage and a preexisting condition exclusion are applicable
to a late enrollee, the combined period shall not exceed eighteen months from the date the
individual enrollsfor coverage under the health benefit plan.

(4)] comply with the provisions of sections 376.450 and 376.451, RSMo.

(2) (a) Except asprovided in paragraph (d) of this subdivision, requirements used by a
small employer carrier in determining whether to provide coverage to a small employer,
including requirementsfor minimum participation of eligibleempl oyeesand minimum employer
contributions, shall be applied uniformly among all small employers with the same number of
eligible employeesapplying for coverage or receiving coveragefrom thesmall employer carrier.

(b) A smal employer carrier [may vary application of minimum participation
requirements only by the size of the small employer group] shall not require a minimum
participation level greater than:
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a. Onehundred percent of eligible employeesworking for groupsof three or less
employees, and

b. Seventy-five percent of eligible employeesworking for groupswith morethan
three employees.

(c) [a Except as provided in paragraph (b) of this subdivision,] In applying minimum
participation requirements with respect to asmall employer, asmall employer carrier shall not
consider employeesor dependentswho have qualifying existing coveragein determining whether
the applicable percentage of participation is met.

[b. With respect to a small employer with ten or fewer eligible employees, a small
employer carrier may consider empl oyees or dependentswho have coverage under another health
benefit plan sponsored by such small employer in applying minimum participation
requirements.]

(d) A small employer carrier shall not increase any requirement for minimum employee
participation or modify any requirement for minimum employer contribution applicable to a
small employer at any time after the small employer has been accepted for coverage.

[(5)] (3) (a) If asmall employer carrier offers coverage to a small employer, the small
employer carrier shall offer coverage to all of the eligible employees of a small employer and
their dependents who apply for enrollment during the period in which the employee first
becomes dligible to enroll under the terms of the plan. A small employer carrier shall not
offer coverage to only certain individuals or dependentsin a small employer group or to only
part of the groupl[, except in the case of late enrollees as provided in subdivision (3) of this
subsection].

(b) A small employer carrier shall not modify a[basic or standard] health benefit plan
with respect to a small employer or any eligible employee or dependent through riders,
endorsements or otherwise, to restrict or exclude coverage for certain diseases or medical
conditions otherwise covered by the health benefit plan.

() An €ligibleemployee may chooseto retain their individual health benefit plan
at the time of open enrollment in a small employer health benefit plan. If the eligible
employee retains their individual health benefit plan, a small employer shall provide a
defined contribution through the establishment of a cafeteria 125 plan under section
379.953. Small employersshall establish an equal amount of defined contribution for all
plans.

3. (1) Subject to subdivision (3) of thissubsection, asmall employer carrier shall not
be required to offer coverage or accept applications pursuant to subsection 1 of this sectionin
the case of the following:
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(@ To asmall employer, where the small employer is not physically located in the
carrier's established geographic service areg;

(b) Toanemployee, whenthe employeedoesnot live, work or residewithinthecarrier's
established geographic service area; or

(c) Within an area where the small employer carrier reasonably anticipates, and
demonstrates to the satisfaction of the director, that it will not have the capacity within its
established geographic service areato deliver service adequately to the members of such groups
because of its obligations to existing group policyholders and enrollees.

(2) A small employer carrier that cannot offer coverage pursuant to paragraph (c) of
subdivision (1) of this subsection may not offer coverage in the applicable areato new cases of
employer groupswith morethan [twenty-five] fifty eligible employeesor to any small employer
groups until the later of one hundred eighty days following each such refusal or the date on
which the carrier notifies the director that it has regained capacity to deliver services to small
employer groups.

(3) Asmall employer carrier shall apply theprovisionsof thissubsection uniformly
to all small employerswithout regard to the claims experience of a small employer and its
employees and their dependents or any health status-related factor relating to such
employees and their dependents.

4. A small employer carrier shall not berequired to provide coverageto small employers
pursuant to subsection 1 of this section for any period of time for which the director determines
that requiring the acceptance of small employersin accordance with the provisionsof subsection
1 of this section would place the small employer carrier in afinancially impaired condition[.

5. Sections 379.930 to 379.938 and sections 379.942 to 379.950 shall become effective
July 1, 1993, this section and section 379.952 shall become effective July 1, 1994] , and the
small employer is applying this subsection uniformly to all small employersin the small
group market in this state consistent with applicable state law and without regard to the
claims experience of a small employer and its employees and their dependents or any
health status-related factor relating to such employees and their dependents.

379.952. 1. Each small employer carrier shall actively market [health benefit plan
coverage, including the basic and standard health benefit plans, to eigible small employersin
the state. If a small employer carrier denies coverage to a small employer on the basis of the
health status or claims experience of the small employer or its employees or dependents, the
small employer carrier shall offer the small employer the opportunity to purchase abasic health
benefit plan or a standard health benefit plan] all health benefit plans sold by the carrier in
the small group market to eligible employersin the state.
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2. (1) Except asprovided in subdivision (2) of thissubsection, no small employer carrier
or agent or broker shall, directly or indirectly, engage in the following activities:

(&) Encouraging or directing small employers to refrain from filing an application for
coverage with the small employer carrier because of the health status, claims experience,
industry, occupation or geographic location of the small employer;

(b) Encouraging or directing small employers to seek coverage from another carrier
because of the health status, claims experience, industry, occupation or geographic location of
the small employer.

(2) Theprovisions of subdivision (1) of this subsection shall not apply with respect to
information provided by a small employer carrier or agent or broker to a small employer
regarding the established geographic service area or a restricted network provision of a small
employer carrier.

3. (1) Except asprovidedin subdivision (2) of thissubsection, no small employer carrier
shall, directly or indirectly, enter into any contract, agreement or arrangement with an agent or
broker that provides for or results in the compensation paid to an agent or broker for the sale of
a health benefit plan to be varied because of the health status, claims experience, industry,
occupation or geographic location of the small employer.

(2) Subdivision (1) of this subsection shall not apply with respect to a compensation
arrangement that provides compensation to an agent or broker on the basis of percentage of
premium, provided that the percentage shall not vary because of the health status, claims
experience, industry, occupation or geographic area of the small employer.

4. A small employer carrier shall provide reasonable compensation, as provided under
the plan of operation of the program, to an agent or broker, if any, for the sale of a basic or
standard health benefit plan.

5. No small employer carrier shall terminate, fail to renew or limit its contract or
agreement of representation with an agent or broker for any reason related to the health status,
claimsexperience, occupation, or geographic location of thesmall employersplaced by theagent
or broker with the small employer carrier.

6. No small employer carrier or producer shall induce or otherwise encourage a small
employer to separate or otherwise exclude an employee from health coverage or benefits
provided in connection with the employee'semployment; except that, acarrier may offer apolicy
toasmall employer that chargesareduced premium rate or deductiblefor employeeswho do not
smoke or use tobacco products, and such carrier shall not be considered in violation of sections
379.930t0 379.952 or any unfair trade practice, asdefined in section 379.936, evenif only some
small employers elect to purchase such a policy and other small employers do not.
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7. Denia by a small employer carrier of an application for coverage from a small
employer shall be in writing and shall state the reason or reasons for the denia with specificity.

8. Thedirector may promul gate rules setting forth additional standardsto providefor the
fair marketing and broad availability of health benefit plans to small employersin this state.

9. (1) A violation of this section by asmall employer carrier or a producer shall be an
unfair trade practice under sections 375.930 to 375.949, RSMo.

(2) If asmall employer carrier enters into a contract, agreement or other arrangement
with athird-party administrator to provide administrative marketing or other servicesrelated to
the offering of health benefit plansto small employersin thisstate, the third-party administrator
shall be subject to this section asif it were a small employer carrier.

[379.942. 1. Thereis hereby created a nonprofit entity to be known as
the "Missouri Small Employer Headth Reinsurance Program”. All small
employer carriers shall participate in the program as reinsuring carriers for a
minimum of three years beginning July 1, 1993. After the expiration of such
three years, a small employer carrier may apply to the director to opt out of the
program. The director shall decide whether to grant such an application to opt
out, and shall consider in making such determination only: thecarrier'sfinancial
condition and the financial condition of its guaranteeing or reinsuring
corporation, if any; its history of assuming and managing risk; its ability to
assume and manage the risk of enrolling small employerswithout the protection
of the program; and its commitment to market fairly to all small employersinits
service area. If the director grants such application, the small employer carrier
shall participate in the program neither as a ceding nor reinsuring carrier.

2. (1) The program shall operate subject to the supervision and control
of the board. Subject to the provisions of subdivision (2) of this subsection, the
board shall consist of nine members appointed by the director plus the director
or hisdesignated representative, who shall serve as an ex officio member of the
board.

(2) (@ In sdectingthe members of the board, the director shall include
representatives of small employers, smal employer employees or their
representatives and small employer carriers and such other individuas
determined to be qualified by the director. At least five of the members of the
board shall be representatives of reinsuring carriers and at least one of the
members of the board shall be a representative of a health maintenance
organization which is asmall employer carrier. All members shall be selected
from individuals nominated by small employer carriersin this state pursuant to
proceduresand guidelinesdevel oped by thedirector, except that thedirector shall
select two small employers employees, including at |east one representative of
alabor organization.

(b) In the event that the program becomes dligible for additional
financing pursuant to subdivision (3) of subsection 8 of section 379.943, the
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board shall be expanded to include two additional members who shall be
appointed by the director. In selecting the additional members of the board, the
director shall choose individuals who represent reinsuring carriers. The
expansion of the board under this paragraph shall continue for the period that the
program continues to be eligible for additional financing under subdivision (3)
of subsection 8 of section 379.943.

(3) Theinitial board members shall be appointed as follows: one-third
of the members to serve aterm of two years; one-third of the membersto serve
aterm of four years; and one-third of the members to serve aterm of six years.
Subsequent board members shall serve for a term of three years. A board
member's term shall continue until his successor is appointed.

(4) A vacancy in the board shal be filled by the director. A board
member may be removed by the director for cause.

3. Within sixty days of July 1, 1993, each small employer carrier shall
make a filing with the director containing the carrier's net health insurance
premium derived from health benefit plans delivered or issued for delivery to
small employersin this state in the previous calendar year.]

[379.943. 1. Withinonehundred eighty daysafter the appointment of the
initial board, the board shall submit to the director a plan of operation and
thereafter any amendments thereto necessary or suitable, to assure the fair,
reasonable and equitable administration of the program. The director may, after
notice and hearing, approve the plan of operation if the director determinesit to
be suitable to assure the fair, reasonable and equitable administration of the
program, and providesfor the sharing of program gains or losses on an equitable
and proportionate basisin accordance with the provisions of section 379.942 and
this section. The plan of operation shall become effective upon approval in
writing by the director.

2. If the board fails to submit a suitable plan of operation within one
hundred eighty days after its appointment, the director shall, after notice and
hearing, promulgate and adopt atemporary plan of operation. Thedirector shall
amend or rescind any plan so adopted under this subsection at the time a plan of
operation is submitted by the board and approved by the director.

3. The plan of operation shall:

(1) Establish proceduresfor handling and accounting of program assets
and moneys and for an annual fiscal report to the director;

(2) Establishproceduresfor selecting an administering carrier and setting
forth the powers and duties of the administering carrier;

(3) Establish procedures for reinsuring risks in accordance with the
provisions of section 379.942 and this section;

(4) Establish procedures for collecting assessments from reinsuring
carriers to fund claims and administrative expenses incurred or estimated to be
incurred by the program; and
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(5) Providefor any additional matters necessary for the implementation
and administration of the program.

4. Theprogram shall havethegenera powersand authority granted under
the laws of this state to insurance companies and health maintenance
organizations licensed to transact business, except the power to issue health
benefit plans directly to either groups or individuals. In addition thereto, the
program shall have the specific authority to:

(1) Enter into contractsasnecessary or proper to carry out the provisions
and purposes of sections 379.930 to 379.952, including the authority, with the
approva of the director, to enter into contracts with similar programs in other
states for the joint performance of common functions or with persons or other
organizations for the performance of administrative functions,

(2) Sueor besued, including taking any legal actionsnecessary or proper
to recover any assessmentsand penaltiesfor, on behalf of, or against the program
or any reinsuring carriers;

(3) Take any legal action necessary to avoid the payment of improper
claims against the program;

(4) Define the health benefit plans for which reinsurance will be
provided, and to issue reinsurance policies, in accordance with the requirements
of sections 379.930 to 379.952;

(5) Establish rules, conditions and proceduresfor reinsuring risks under
the program;

(6) Establish actuarial functions as appropriate for the operation of the
program;

(7) Assesscarriersin accordance with the provisions of subsection 8 of
this section, and to make advance interim assessments as may be reasonable and
necessary for organizational and interim operating expenses. Any interim
assessments shall be credited as offsets against any regular assessments due
following the close of the calendar year;

(8) Appoint appropriate legal, actuarial and other committees as
necessary to provide technical assistancein the operation of the program, policy
and other contract design, and any other function within the authority of the
program; and

(9) Borrow money to effect the purposes of the program. Any notes or
other evidence of indebtedness of the program not in default shall be legal
investments for carriers and may be carried as admitted assets.

5. A small employer carrier participating in the program may reinsure an
entire small employer group with the program as provided for in this subsection:

(1) With respect to abasic health benefit plan or astandard health benefit
plan, the program shall reinsure the level of coverage provided and, with respect
to other plans, the program shall reinsure up to thelevel of coverage provided in
abasic or standard health benefit plan.
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(2) A small employer carrier may reinsurean entiresmall employer group
within sixty days of the commencement of the group's coverage under a health
benefit plan or within thirty days after an annual renewal of a small employer
group.

(3) (&) The program shall not reimburse a small employer carrier with
respect to the claims of an employee or dependent who is part of a reinsured
small employer group until the carrier hasincurred aninitial level of claimsfor
such employee or dependent of five thousand dollars in a calendar year for
benefits covered by the program. In addition, the small employer carrier shall be
responsible for ten percent of the remaining incurred claims during a calendar
year and the program shall reinsure the remainder. A small employer carrier's
liability under this paragraph shall not exceed a maximum limit of twenty-five
thousand dollarsin any one calendar year with respect to any individual whois
part of areinsured small employer group.

(b) The board annually shall adjust the initial level of claims and the
maximum limit to be retained by the carrier to reflect increases in costs and
utilization within the standard market for health benefit plans within the state.
The adjustment shall not be less than the annual change in the medical
component of the Consumer Price Index for All Urban Consumers of the federal
Department of Labor, Bureau of Labor Statistics, unlessthe board proposes and
the director approves alower adjustment factor.

(4) A small employer carrier may terminate reinsurance for a small
employer on any plan anniversary.

6. (1) The board, as part of the plan of operation, shall establish a
methodology for determining premium rates to be charged by the program for
reinsuring small employers and individual s pursuant to section 379.942 and this
section.  The methodology shall include a system for classification of small
employersthat reflectsthe types of case characteristics commonly used by small
employer carriersin the state. The methodology shall aso include a system for
classification of small employer carriers that reflects the degree to which the
small employer carrier uses the cost containment features adopted by the health
benefit plan committee under section 379.944. The methodology shall provide
for thedevel opment of baserei nsurance premium rates, which shall bemultiplied
by the factors set forth in subdivision (2) of this act to determine the premium
rates for the program. The base reinsurance premium rates shall be established
by the board, subject to the approval of the director, and shall be set at levels
which reasonably approximate gross premiums charged to small employers by
small employer carriers for health benefit plans with benefits ssimilar to the
standard health benefit plan.

(2) Only an entire small employer group may be reinsured, and the rate
for such reinsurance shall be one and one-half times the base reinsurance
insurance premium rate for the group established pursuant to this subsection.
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(3) The board periodicaly shall review the methodology established
under subdivisions (1) and (2) of this section, including the system of
classification and any rating factors, to assure that it reasonably reflects the
claims experience of the program. The board may propose changes to the
methodology which shall be subject to the approval of the director.

7. If a health benefit plan for a small employer is reinsured with the
program, the premium charged to the small employer for any rating period for the
coverage issued shall meet the requirements relating to premium rates set forth
in section 379.936.

8. (1) Prior to March first of each year, the board shall determine and
report to the director the program net loss for the previous calendar year,
including administrative expenses and incurred losses for the year, taking into
account investment income and other appropriate gains and |0sses.

(2) Any net loss for the year shall be recouped by assessments of
reinsuring carriers,

(8 Theboard shall establish, as part of the plan of operation, aformula
by which to make assessments against reinsuring carriers and small employer
carriers. The assessment formula shall be based on:

a The share of each reinsuring carrier which reinsures any small
employer group with the program, of the program net loss described in this
subsection shall betheir proportionate share, determined by premiumsearned in
the preceding calendar year from health benefit plans which have been ceded to
the program, times one-half of the total program net |oss;

b. Eachreinsuring carrier'sshare of the program net lossdescribed inthis
subsection shall beitsproportionate share, determined by premiumsearnedinthe
preceding calendar year from all health benefit plans delivered or issued for
delivery to small employersin thisstate by all reinsuring carriers, times one-half
of thetotal program net loss. Anassessment levied or paid by areinsuring carrier
pursuant to subparagraph a of this paragraph shal not be credited or offset
against any assessment levied pursuant to this subparagraph.

(b) Theformulaestablished pursuant to paragraph (a) of thissubdivision
shall not result in any reinsuring carrier having an assessment share that is less
than fifty percent nor more than one hundred fifty percent of an amount whichis
based on the proportion of the small employer carrier'stotal premiumsearnedin
the preceding calendar year from health benefit plans delivered or issued for
delivery to small employers in this state by small employer carriers to total
premiums earned in the preceding calendar year from health benefit plans
delivered or issued for delivery to small employers in this state by al small
employer carriers.

(c) The director by rule and after a hearing thereon may change the
assessment formulaestablished pursuant to paragraph (a) of thissubdivisionfrom
time to time as appropriate. The director may provide for the shares of the
assessment base attributable to premiums from all health benefit plans and to
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premiums from health benefit plans ceded to the program to vary during a
transition period.

(d) Subject to the approval of the director, the board shall make an
adjustment to the assessment formula for reinsuring carriers that are approved
health maintenance organizations which are federally qualified under 42 U.S.C.
Section 300, et seq., to the extent, if any, that restrictions are placed on them that
are not imposed on other small employer carriers.

(e) Premiums and benefits payable by areinsuring carrier that are less
than an amount determined by the board to justify the cost of collection shall not
be considered for purposes of determining assessments.

(3) (a) Priorto Marchfirst of each year, the board shall determine and
file with the director an estimate of the assessments needed to fund the losses
incurred by the program in the previous calendar year.

(b) If the board determinesthat the assessments needed to fund thelosses
incurred by the program in the previous calendar year will exceed the amount
specified in paragraph (c) of this subdivision, the board shall evaluate the
operation of the program and report itsfindings, including any recommendations
for changesto the plan of operation, to the director within ninety days following
the end of the calendar year in which the losses were incurred. The evaluation
shall include: an estimate of future assessments, the administrative costs of the
program, the appropriateness of the premiums charged and the level of insurer
retention under the program and the costs of coveragefor small employers. If the
board failsto file areport with the director within ninety days following the end
of the applicable calendar year, the director may evaluate the operations of the
program and implement such amendments to the plan of operation the director
deems necessary to reduce future losses and assessments.

(c) For any calendar year, the amount specified in this paragraph isfive
percent of total premiums earned in the previous year from health benefit plans
delivered or issued for delivery to small employers in this state by reinsuring
carriers.

(d) a If assessmentsin each of two consecutive calendar years exceed
the amount specified in paragraph (c) of this subdivision, the program shall be
eligible to receive additional financing as provided in subparagraph b of this
paragraph.

b. The additiona financing provided for in subparagraph a of this
paragraph shall be obtained from additional assessments apportioned among all
carrierswhich are not small employer carriers; the amount of the assessment for
each carrier determined by the carrier's proportionate share of premiums earned
in the preceding calendar year from all health benefit plans delivered, issued for
delivery or continued in this state to individuas and groups, other than small
employer groups subject to sections 379.930t0 379.952, by all carriers, timesthe
total amount of additional financing to be obtained.
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Cc. The additional assessment provided by subparagraph b of this
paragraph shall not exceed an amount equal to one percent of the gross premium
derived by that carrier from all health benefit plans delivered, issued for delivery
or continued in this state to individuals and groups, other than small employer
groups subject to sections 379.930 to 379.952.

d. Any loss sustained by the program which is not reimbursed by
additional financing obtained pursuant to this paragraph shall be carried forward
to the calendar year succeeding the year in which the lossis sustained, and shall
be recouped by an increase in premiums charged by the board for reinsurance of
small employer groups with the program.

e. Additiona financing received by the program pursuant to this
paragraph shall be distributed to reinsuring carriers in proportion to the
assessments paid by such carriers over the previous two calendar years.

(4) If assessments exceed net |osses of the program, the excess shall be
held at interest and used by the board to offset future losses or to reduce program
premiums. As used in this paragraph, "future losses" includes reserves for
incurred but not reported claims.

(5) Each carrier's proportion of the assessment shall be determined
annually by the board based on annual statements and other reports deemed
necessary by the board and filed by the carriers with the board.

(6) The plan of operation shall provide for the imposition of an interest
penalty for late payment of assessments.

(7) A carrier may seek from the director a deferment from all or part of
an assessment imposed by the board. The director may defer all or part of the
assessment of a carrier if the director determines that the payment of the
assessment would place the carrier in afinancially impaired condition. If al or
part of an assessment against a carrier is deferred, the amount deferred shall be
assessed against the other participating carriers in amanner consistent with the
basis for assessment set forth in this subsection. The carrier receiving such
deferment shall remain liable to the program for the amount deferred and the
interest penalty provided in subdivision (6) of this subsection and shall be
prohibited from reinsuring any groups in the program until such time asit pays
such assessments.

9. Naeither the participation in the program as reinsuring carriers, the
establishment of rates, forms or procedures, nor any other joint or collective
action required by sections 379.930 to 379.952 shall be the basis of any legal
action, criminal or civil liability, or penalty against the program or any of its
reinsuring carriers either jointly or separately, other than any action by the
director to enforce the provisions of sections 379.930 to 379.952.

10. The board, as part of the plan of operation, shall develop standards
setting forth the manner and level's of compensation to be paid to producers for
thesaleof basic and standard heal th benefit plans. 1n establishing such standards,
the board shall take into the consideration: the need to assure the broad
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availability of coverages, the objectives of the program; the time and effort
expended in placing the coverage; the need to provide ongoing service to the
small employer; thelevelsof compensation currently usedintheindustry; and the
overall costs of coverage to small employers selecting these plans.

11. The program shall be exempt from any and all taxes.

12. Thedirector shall makeaninitia assessment of onethousand dollars
on each insurance company authorized to transact accident or health insurance,
each health services corporation, and each health maintenance organization.
Initial assessments shall be made during January, 1993, and shall be paid before
April 1, 1993. Initial assessments shall be deposited into the department of
insurance dedicated fund. Within ten days after the effective date of the
program's plan of operation, the total amount of theinitial assessments shall be
transferred at the request of the director to the Missouri small employer health
reinsurance program. The program may use such initial assessment in the same
manner and for the same purposes as other assessments pursuant to section
379.942 and this section.

13. Theprogram, asdefined in section 379.930, shall not accept any new
risks or renew any existing risk on or after October 1, 2005.

14. Any program assets or moneys that exceed six hundred thousand
dollars on August 28, 2005, shall be delivered on October 1, 2005, to the
Missouri health insurance pool as established in sections 376.960 to 376.989,
RSMo, and shall be accepted by the Missouri health insurance pool and used for
the administration and operation of the Missouri health insurance pool.

15. Any program assets or moneysthat remain on October 1, 2006, shall
be delivered on October 31, 2006, to the Missouri health insurance pool as
established in sections 376.960 to 376.989, RSMo, and shall be accepted by the
Missouri health insurance pool and used for the administration and operation of
the Missouri health insurance pool.

16. The provisions of this section shall expire on December 31, 2006.]

[379.944. 1. Thedirector shall appoint aseven-member "Health Benefit
Plan Committee". The committee shall be composed of one representative from
each of the following categories: an insurance company which is a small
employer carrier, ahealth services corporation whichisasmall employer carrier,
a health maintenance organization which is a small employer carrier, a health
careprovider, andasmall employer. Thedirector shall select two representatives
of employees of small employers, including at |east one representative of alabor
organization.

2. Thecommittee shall recommend theform and level of coveragesto be
made available by small employer carriers pursuant to sections 379.942 and
379.943.

3. The committee shall recommend benefit levels, cost sharing levels,
exclusions and limitations for the basic heath benefit plan and the standard
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health benefit plan. The committee shall also design a basic health benefit plan
and a standard health benefit plan which contain benefit and cost sharing levels
that are consistent with the basic method of operation and the benefit plans of
health maintenance organizations, including any restrictionsimposed by federal
law.

(1) The plans recommended by the committee shal include cost
containment features such as:

(a) Utilizationreview of health care services, including review of medical
necessity of hospital and physician services,

(b) Case management;

(c) Selective contracting with hospital's, physiciansand other health care
providers,

(d) Reasonable benefit differentials applicable to providers that
participate or do not participate in arrangements using restricted network
provisions; and

(e) Other managed care provisions.

(2) Thecommittee shall submit the health benefit plansdescribed inthis
subsection to the director for approval within one hundred eighty days after the
appointment of the committee.]
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