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STATE OF NEW YORK

4688
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I N ASSEMBLY
February 5, 2009

Introduced by M of A MORELLE, LANCVAN, CYMBROW TZ, PERRY, KOON, ALES-
S, GALEF, STIRPE, SCH MEL, CHRI STENSEN, MAI SEL, Del MONTE, EDDI NGTON,
GREENE, CUSICK, SEM NERI O LUPARDO, GABRYSZAK, TITONE, PHEFFER - -
Mul ti-Sponsored by -- M of A BENJAM N, BING MAGNARELLI, WEI SENBERG
-- read once and referred to the Conmttee on | nsurance

AN ACT to amend the insurance law, in relation to premumrates for
health insurance; to anend the insurance law and the public health
law, in relation to coverage of services of participating providers;
and to anmend the insurance law, in relation to the fair and equitable
settlenent of clains for health care and paynents for health services

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. This act shall be known and may be cited as the "health
i nsurance premumintegrity act".

S 2. Subsection (e) of section 3231 of the insurance |aw, as added by
chapter 501 of the laws of 1992, is amended to read as foll ows:

(e) (1) DEFINITIONS. FOR PURPCSES OF THIS SUBSECTI ON: (A "POLICY
FORM' SHALL MEAN A POLI CY OR PCLI CI ES AND ASSOCI ATED RI DERS WHOSE EXPE-
RI ENCE HAS BEEN POOLED | N ORDER TO DETERM NE RATES FOR EACH POLICY AND
EACH RI DER

(B) "LOSS RATIO" SHALL MEAN THE RATI O OF DI RECT CLAI M5 | NCURRED FOR
THE REPORTI NG CALENDAR YEAR TO DIRECT PREM UMS EARNED FOR THE SAME
REPORTI NG CALENDAR YEAR, EXPRESSED AS A PERCENTAGE;

(© "DIRECT CLAI M5 | NCURRED' SHALL MEAN CLAI M5 PAI D DURI NG THE REPORT-
I NG CALENDAR YEAR PLUS THE UNPAID CLAIMS RESERVE AT THE END OF THE
REPORTI NG CALENDAR YEAR AND CALCULATED CONSI STENT W TH SUBPARAGRAPH ( C)
OF PARAGRAPH THREE OF THI S SUBSECTI ON;

(D) "D RECT PREM UMS EARNED' SHALL MEAN PREM UMS WRI TTEN DURI NG THE
REPORTI NG CALENDAR YEAR PLUS THE UNEARNED PREM UMS AT THE BEGQ NNING OF
THE YEAR LESS THE UNEARNED PREM UMS AT THE END OF THE YEAR, EXCLUSI VE OF
REI NSURANCE ASSUMED OR CEDED; AND

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
LBDO7620- 01-9
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(E) "SMALL GROUP' SHALL MEAN A GROUP POLICY THAT IS SUBJECT TO THE
REQUI REMENTS OF THI S SECTI ON.

(2) An insurer desiring to increase or decrease prenm unms after Apri
first, nineteen hundred ninety-three for any policy formsubject to this
section shall submt a rate filing or application to the superintendent.
The superintendent shall determ ne whether the filing or application
shall becone effective as filed, shall become effective as nodified, or
shal | be di sapproved.

[(2)] (3) (A Beginning October first, nineteen hundred ninety-four,
as an alternate procedure to the requirenments of paragraph [one] TWO of
this subsection, an insurer desiring to increase or decrease pren uns
for any policy formsubject to this section may instead submt a rate
filing or application to the superintendent and such application or
filing shall be deened approved, provided that (i) the anticipated mni-
mum loss ratio [for a policy form shall not be |l ess than seventy-five
percent of the prem um FOR AN | NDI VI DUAL HEALTH | NSURANCE PCLI CY AND NOT
LESS THAN EI GHTY PERCENT OF THE PREM UM FOR A SMALL GROUP HEALTH | NSUR-
ANCE POLICY, and (ii) the insurer submts, as part of such filing, a
certification by a nenber of the Anerican Acadeny of Actuaries or other
i ndi vidual acceptable to the superintendent that the insurer is in
conpliance with the provisions of this paragraph, based upon that
person's exam nation, including a review of the appropriate records and
of the actuarial assunptions and nmethods used by the insurer in estab-
lishing premium rates for policy fornms subject to this section. SUCH
CERTI FI CATI ON SHALL AFFI RM THAT THE RATE FI LI NG OR APPLI| CATI ON SUBM TTED
TO THE SUPERI NTENDENT PURSUANT TO THI'S SUBSECTION WAS PREPARED | N
ACCORDANCE W TH CGENERALLY ACCEPTED ACTUARIAL PRINCIPLES AND THI S
SECTI ON. THE | NSURER SHALL, AT THE REQUEST OF THE SUPERI NTENDENT
PROVI DE ADDI TI ONAL UNDERLYI NG ACTUARI AL DOCUMENTATI ON TO SUPPORT THE
RATE FI LI NG OR APPLI CATI ON. PROVI DED, HOWEVER, THE REQUEST FOR SUCH
| NFORMATI ON SHALL NOT PRECLUDE THE NEW PREM UM RATE FROM GO NG | NTO
EFFECT.

(B) Each cal endar year, an insurer shall return, in the form of aggre-
gate benefits for each policy form filed pursuant to the alternate
procedure set forth in this paragraph at |east seventy-five percent of
the aggregate prem uns collected for the |NDIVIDUAL HEALTH | NSURANCE
policy form during that cal endar year, OR El GHTY PERCENT OF THE AGGRE-
GATE PREM UMS COLLECTED FOR A SMALL GROUP HEALTH | NSURANCE POLICY FORM
DURI NG THAT CALENDAR YEAR. | F AN I NSURER HAS POOLED THE EXPERI ENCE OF
POLI Cl ES ANDY OR RIDERS TO DETERM NE THE PREM UM RATES, | N ACCORDANCE
WTH APPLI CABLE LAW THE |INSURER SHALL CALCULATE THE LOSS RATIOS IN
ACCORDANCE WTH THE MANNER IN WHICH I T ESTABLI SHED THE PREM UM RATES.
Insurers shall annually report, no |ater than [ May] AUGUST first of each
year, the loss ratio cal cul ated pursuant to this paragraph for each such
policy formfor the previous cal endar year. In each case where the | oss
ratio for a policy formfails to conply with the seventy-five percent
| oss ratio requirenent FOR AN | NDI VI DUAL HEALTH | NSURANCE POLI CY, OR THE
El GHTY PERCENT M NI MUM LOSS RATI O REQUI REMENT FOR A SVALL GROUP HEALTH
| NSURANCE POLICY, AS SET FORTH IN THI' S PARAGRAPH, the insurer shal
issue a dividend or credit against future premuns for all policy hol d-
ers with that policy formin an anmount sufficient to assure that the
aggregate benefits paid in the previous cal endar year plus the anount of
the dividends and credits shall equal seventy-five percent of the aggre-
gate premuns collected for [the] AN I NDI VI DUAL HEALTH | NSURANCE policy
form AND El GHTY PERCENT OF THE AGGREGATE PREM UM COLLECTED FOR A SMALL
GROUP HEALTH | NSURANCE POLICY FORMin the previous cal endar year. The
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di vidend or credit shall be issued to each policy which was in effect as
of Decenber thirty-first of the applicable year [and remains in effect
as of the date the dividend or credit is issued]. Al dividends and
credits nmust be distributed by Septenber thirtieth of the year foll ow ng
the calendar year in which the loss ratio requirenments were not satis-
fied. AN INSURER SHALL MAKE A REASONABLE EFFORT TO | DENTI FY THE CURRENT
ADDRESS OF THOSE POLI CY HOLDERS WHO ARE NO LONGER POLICY HOLDERS WHEN
THE DIVIDEND OR CREDIT 1S ISSUED. The annual report required by this
par agr aph shall include an insurer's calculation of the dividends and
credits, as well as an explanation of the insurer's plan to issue divi-
dends or credits. The instructions and format for <calculating and
reporting loss ratios and issuing dividends or credits shall be speci-
fied by the superintendent by regulation. Such regulations shall
include provisions for the distribution of a dividend or credit in the
event of cancellation or term nation by a policy hol der.

(C©) DI RECT CLAIMS | NCURRED FOR USE I N TESTING LOSS RATIO COWPLI ANCE
UNDER THI S PARAGRAPH SHALL BE CALCULATED AS FOLLOAS: (1) THE CLAIMS PAI D
DURI NG THE REPORTI NG CALENDAR YEAR, PLUS (I1) CAPI TATI ON PAYMENTS PAI D
FOR SERVI CES TO BE RENDERED DURI NG THE REPORTI NG CALENDAR YEAR, PLUS
(1'1'l) THE UNPAI D CLAI M RESERVE AT THE END OF THE REPORTI NG CALENDAR YEAR
VWH CH SHALL BE CALCULATED AS THE SUM OF CLAI M5 PAI D FROM JANUARY FI RST
THROUGH JUNE FI RST OF THE YEAR FOLLOW NG THE REPORTI NG CALENDAR YEAR ON
CLAIMS | NCURRED | N THE REPORTI NG CALENDAR YEAR OR PRI OR YEARS, PLUS THE
UNPAI D CLAI M5 RESERVE AS OF JUNE FI RST OF THE YEAR FOLLOW NG THE REPORT-
| NG CALENDAR YEAR ON CLAI M5 | NCURRED | N THE REPORTI NG CALENDAR YEAR OR
PRIOR YEARS DETERM NED FROM CLAI M5 PAYMENTS THROUGH JUNE FI RST OF THE
YEAR FOLLOW NG THE REPORTI NG CALENDAR YEAR, M NUS (1V) THE UNPAID CLAI M
RESERVE AT THE BEGQ NNI NG OF THE REPORTI NG CALENDAR YEAR WHI CH SHALL BE
CALCULATED AS THE SUM OF THE CLAI M5 PAI D FROM JANUARY FI RST THROUGH JUNE
FI RST OF THE REPORTI NG CALENDAR YEAR ON CLAIMS INCURRED PRIOR TO THE
REPORTI NG CALENDAR YEAR, PLUS THE UNPAI D CLAI M5 RESERVE AS OF JUNE FI RST
OF THE REPORTI NG CALENDAR YEAR ON CLAI M5 | NCURRED PRI OR TO THE REPORTI NG
CALENDAR YEAR DETERM NED FROM CLAI M PAYMENTS THROUGH JUNE FI RST OF THE
REPORTI NG YEAR, PLUS OR M NUS (V) THE EFFECTS FOR THE REPORTI NG YEAR OF
THE MARKET STABI LI ZATI ON POOLS; M NUS (VI) THE EFFECTS FOR THE REPORTI NG
YEAR OF THE STOP-LOSS POOLS. NOTHING IN THI S SECTI ON SHALL BE CONSTRUED
TO PROH BIT THE SUPERI NTENDENT FROM REVI EW NG CLAI M5 DATA BEYOND JUNE
FI RST.

(D) (1) ANY INSURER THAT VIOLATES THE PROVISIONS OF TH'S SECTION
INCLUDING BUT NOT LIMTED TGO ANY FAILURE TO PROVIDE A DI VI DEND OR
CREDI T TO SUBSCRI BERS AS REQUI RED BY SUBPARAGRAPH (B) OF THI S PARAGRAPH,
SHALL BE SUBJECT TO THE MAXI MUM PENALTI ES PROVIDED I N TH S CHAPTER.

(1) I'N ADDI TION TO THE PENALTI ES OTHERW SE | MPOSED PURSUANT TO THI'S
CHAPTER, WHERE AN | NSURER ELECTI NG TO ADJUST PREM UMS PURSUANT TO THE
ALTERNATE PROCEDURE SET FORTH | N SUBPARAGRAPH (A) OF THI S PARAGRAPH, IS
DETERM NED BY THE SUPERI NTENDENT TO HAVE, IN A MANNER | N VI OLATI ON OF
THE PROVISIONS OF THI'S SECTION, MATERI ALLY M SREPRESENTED THE LGSS
RATIOS REQUI RED BY SUBPARAGRAPHS (A) AND (B) OF THI S PARAGRAPH I N TWD
CONSECUTI VE FI LINGS, AND I F, AT ANY TIME DURING A THREE YEAR PERIOD IN
VH CH SUCH MATERI AL VI OLATI ONS OCCURRED, THE | NSURER FAI LED TO PROVI DE A
DIVIDEND OR CREDIT AS REQU RED BY SUBPARAGRAPH (B) OF THI S PARAGRAPH,
SUCH | NSURER SHALL BE PRESUMED TO BE SUBSTANTI ALLY NONCOWPLI ANT W TH THE
REQUI REMENTS OF THI S PARAGRAPH AND THE SUPERI NTENDENT SHALL, AFTER A
NOTI CE AND A HEARI NG HAVE THE AUTHORI TY TO PROH BI T SAI D | NSURER FROM
ADJUSTI NG PREM UMS PURSUANT TO THE ALTERNATE PROCEDURE FOR THE AFFECTED
POLICY FORMS FOR A PERIOD OF UP TO THREE YEARS, COWMENCI NG W TH THE
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SUPERI NTENDENT' S NOTI CE OF SUCH DETERM NATI ON. THI' S PROCHI BI TI ON SHALL BE
| N ADDI TI ON TO ANY OTHER PENALTI ES THAT THE SUPERI NTENDENT MAY | MPOSE
PURSUANT TO THI S CHAPTER

(E) THE ALTERNATE PROCEDURE SET FORTH I N THI S PARAGRAPH SHALL NOT BE
AVAI LABLE TO ADJUST NEW.Y- APPROVED PREM UM RATES OR RATES RECENTLY
ADJUSTED THROUGH THE PRI OR APPROVAL PROCESS UNTIL THE EARLIER OF (1) THE
DEVELOPMENT OF SUFFICIENT ACTUAL CLAIMS EXPERIENCE TO JUSTIFY THE
REQUESTED ADJUSTMENT, AS CERTI FI ED BY A MEMBER OF THE AMERI CAN ACADEMY
OF ACTUARIES OR OTHER | NDI VI DUAL ACCEPTABLE TO THE SUPERI NTENDENT, OR
(1'l) TWELVE MONTHS FROM THE PRI OR APPROVAL. PROVI DED HOWEVER, NOTHI NG I N
THI S SUBPARAGRAPH SHALL BE CONSTRUED TO PROHI BI T AN | NSURER FROM UTI LI Z-
| NG THE ALTERNATE PROCEDURE TO ADJUST RATES ON A POLI CY WHERE THE RATES
FOR A RIDER TO THAT POLI CY HAVE NOT BEEN I N EFFECT FOR TWELVE MONTHS.

S 3. Subsections (a), (b), (c), (d), (e), (f), (g), (h), (i) and (j)
of section 4308 of the insurance law are relettered subsections (b),
(c), (d), (e), (f), (g9, (h), (i), (j) and (k) and a new subsection (a)
is added to read as foll ows:

(A) DEFINITIONS. FOR PURPOSES OF THI S SECTI ON:

(1) "CONTRACT FORM' SHALL MEAN A CONTRACT OR CONTRACTS AND ASSCOCI ATED
RI DERS WHOSE EXPERI ENCE HAS BEEN POOLED | N ORDER TO DETERM NE RATES FOR
EACH CONTRACT AND EACH RI DER;

(2) "LOSS RATI Q' SHALL MEAN THE RATI O OF DIRECT CLAIMS |INCURRED FOR
THE REPORTING CALENDAR YEAR TO DI RECT PREM UVS EARNED FOR THE SAME
REPORTI NG CALENDAR YEAR, EXPRESSED AS A PERCENTAGE;

(3) "DIRECT CLAI M5 | NCURRED' SHALL MEAN CLAI M5 PAI D DURI NG THE REPORT-
| NG CALENDAR YEAR PLUS THE UNPAID CLAIMS RESERVE AT THE END OF THE
REPORTI NG CALENDAR YEAR AND CALCULATED CONSI STENT W TH PARAGRAPH FOUR OF
SUBSECTION (1) OF THI S SECTI ON;

(4) "D RECT PREM UMS EARNED' SHALL MEAN PREM UMS WRI TTEN DURI NG THE
REPORTI NG CALENDAR YEAR PLUS THE UNEARNED PREM UMS AT THE BEGQ NNING OF
THE YEAR LESS THE UNEARNED PREM UMS AT THE END OF THE YEAR, EXCLUSI VE OF
REI NSURANCE ASSUMED OR CEDED; AND

(5) "SMALL GROUP'" SHALL MEAN A GROUP CONTRACT THAT | S SUBJECT TO THE
REQUI REMENTS OF SECTI ON FOUR THOUSAND THREE HUNDRED SEVENTEEN OF THI'S
ARTI CLE.

S 4. Paragraph 1 of subsection (h) of section 4308 of the insurance
| aw, as added by chapter 504 of the |laws of 1995 and such subsection as
relettered by section three of this act, is anended to read as foll ows:

(1) Begi nning January first, nineteen hundred ninety-six, as an alter-
nate procedure to the requirenents of subsection [(c)] (D) of this
section, a corporation subject to the provisions of this article desir-
ing to increase or decrease premuns for any contract subject to this
section may instead subnmit a rate filing or application to the super-
intendent and such application or filing shall be deened approved,
provided that (A) the anticipated incurred loss ratio for a contract
form shall not be Iess than eighty-five percent for individual direct
paynment contracts or [seventy-five] EIGHTY percent for small group and
small group remttance contracts, nor, except in the case of individual
di rect paynent contracts with a loss ratio of greater than one hundred
five percent during nineteen hundred ninety-four, shall the loss ratio
for any direct paynment, group or group renmttance contract be nore than
one hundred five percent of the anticipated earned premum and (B) the
corporation submts, as part of such filing, a certification by a menber
of the American Acadeny of Actuaries or other individual acceptable to
the superintendent that [that] THE corporation is in conpliance with the
provisions of this subsection, based upon that person's exam nation,
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including a review of the appropriate records and of the actuaria

assunptions and nmethods used by the corporation in establishing prem um
rates for contracts subject to this section. [For purposes of this
section, a snmall group is any group whose contract is subject to the
requi renents of section forty-three hundred seventeen of this article.]
SUCH CERTIFI CATION SHALL AFFIRM THAT THE RATE FI LI NG OR APPLI CATI ON
SUBM TTED TO THE SUPERI NTENDENT PURSUANT TO THI S SUBSECTI ON WAS PREPARED
| N ACCORDANCE W TH GENERALLY ACCEPTED ACTUARIAL PRINCIPLES AND THI S
SECTI ON. THE |INSURER SHALL, AT THE REQUEST OF THE SUPERI NTENDENT

PROVI DE ADDI TI ONAL UNDERLYI NG ACTUARI AL  DOCUMENTATION TO SUPPORT THE
RATE FILING OR APPLICATION PROVIDED, HOWEVER, THE REQUEST FOR SUCH
| NFORMATI ON SHALL NOT PRECLUDE THE PREM UM RATE FROM GO NG | NTO EFFECT.

S 5. Subsection (i) of section 4308 of the insurance |aw, as added by
chapter 504 of the laws of 1995 and as relettered by section three of
this act, is anended to read as foll ows:

(i) (1) Each cal endar year, a corporation subject to the provisions of
this article shall return, in the formof aggregate benefits incurred
for each contract form filed pursuant to the alternate procedure set
forth in subsection [(g)] (H of +this section, at Ileast eighty-five
percent for individual direct paynent contracts or [seventy-five] ElIGHTY
percent for small group and small group renmttance contracts, but,
except in the case of individual direct paynent contracts wth a |oss
ratio of greater than one hundred five percent in nineteen hundred nine-
ty-four, for any direct paynment, group or group renittance contract, not
in excess of one hundred five percent of the aggregate prem uns earned
for the contract formduring that cal endar year. |IF A CORPORATI ON HAS
POOLED THE EXPERI ENCE OF CONTRACTS ANDY OR RI DERS TO DETERM NE THE PREM -
UM RATES | N ACCORDANCE W TH APPLI CABLE LAW THE CORPORATI ON SHALL CALCU
LATE THE LOSS RATIOS | N ACCORDANCE W TH THE MANNER IN WHI CH | T ESTAB-
LI SHED THE PREM UM RATES. Corporations subject to the provisions of this
article shall annually report, no later than [ May] AUGUST first of each
year, the loss ratio calculated pursuant to this subsection for each
such contract formfor the previous cal endar year.

(2) I'n each case where the loss ratio for a contract form fails to
comply with the eighty-five percent mininmumloss ratio requirenment for
i ndividual direct paynment contracts, or the [seventy-five] EIGHTY
percent mninmum |oss ratio requirenent for small group and snmall group
remttance contracts, as set forth in paragraph one of this subsection,
the corporation shall issue a dividend or credit against future prem uns
for all contract holders with that contract formin an anmount sufficient
to assure that the aggregate benefits incurred in the previous cal endar
year plus the anount of the dividends and credits shall equal no |ess
than eighty-five percent for individual direct paynent contracts, or
[ seventy-five] EIGHTY percent for small group and snmall group renittance
contracts, of the aggregate prem uns earned for the contract formin the
previ ous cal endar year. The dividend or credit shall be issued to each
contract that was in effect as of Decenber thirty-first of the applica-
ble year [and remains in effect as of the date the dividend or credit is
issued]. Al dividends and credits nust be distributed by Septenber
thirtieth of the year following the calendar year in which the |oss
ratio requirenments were not satisfied. A CORPORATION SHALL MAKE A
REASONABLE EFFORT TO |IDENTIFY THE CURRENT ADDRESS OF THOSE CONTRACT
HOLDERS WHO ARE NO LONGER CONTRACT HOLDERS WHEN THE DI VIDEND OR CREDI T
IS ISSUED. The annual report required by paragraph one of this
subsection shall include a corporation's calculation of the dividends
and credits, as well as an explanation of the corporation's plan to
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i ssue dividends or credits. The instructions and format for cal cul ating
and reporting loss ratios and issuing dividends or credits shall be
speci fied by the superintendent by regul ation. Such regul ati ons shal
include provisions for the distribution of a dividend or credit in the
event of cancellation or term nation by a contract hol der or subscriber.

(3) I'n each case where the loss ratio for a contract form fails to
conply with the one hundred five percent maxi mum | oss ratio requiremnment
of paragraph one of this subsection, the corporation shall institute a
premum rate increase in an anmount sufficient to assure that the aggre-
gate benefits incurred in the previous cal endar year shall equal no nore
than one hundred five percent of the sum of the aggregate prenm uns
earned for the <contract form in the previous cal endar year and the
aggregate premumrate increase. The rate increase shall be applied to
each contract that was in effect as of Decenber thirty-first of the
appl i cable year and remains in effect as of the date the rate increase
is inmposed. Al rate increases nust be inposed by Septenber thirtieth of
the vyear following the calendar year in which the loss ratio require-
nments were not satisfied. The annual report required by paragraph one of
this subsection shall include a corporation's calculation of the prem um
rate increase, as well as an explanation of the corporation's plan to
i npl enent the rate increase. The instructions and format for cal cul ating
and reporting loss ratios and inplenenting rate increases shall be spec-
ified by the superintendent by regul ation.

(4) DIRECT CLAIMS |NCURRED FOR USE I N TESTI NG LOSS RATI O COVPLI ANCE
UNDER THI S SUBSECTI ON SHALL BE CALCULATED AS FOLLOWS: (1) THE CLAIMS
PAID DURI NG THE REPORTI NG CALENDAR YEAR; PLUS (11) CAPI TATI ON PAYMENTS
PAI D FOR SERVI CES TO BE RENDERED DURI NG THE REPORTI NG CALENDAR YEAR,
PLUS (I11) THE UNPAI D CLAI M RESERVE AT THE END OF THE REPORTI NG CALENDAR
YEAR WH CH SHALL BE CALCULATED AS THE SUM OF CLAI M5 PAI D FROM JANUARY
FI RST THROUGH JUNE FI RST OF THE YEAR FOLLOW NG THE REPORTI NG CALENDAR
YEAR ON CLAI M5 | NCURRED | N THE REPORTI NG CALENDAR YEAR OR PRI OR YEARS
PLUS THE UNPAI D CLAI M5 RESERVE AS OF JUNE FIRST OF THE YEAR FOLLOW NG
THE REPORTI NG CALENDAR YEAR ON CLAI M5 | NCURRED | N THE REPORTI NG CALENDAR
YEAR OR PRI OR YEARS DETERM NED FROM CLAI M5 PAYMENTS THROUGH JUNE FI RST
OF THE YEAR FOLLOW NG THE REPORTI NG CALENDAR YEAR, M NUS (1V) THE UNPAI D
CLAI M RESERVE AT THE BEG NNI NG OF THE REPORTING CALENDAR YEAR WH CH
SHALL BE CALCULATED AS THE SUM OF THE CLAI M5 PAI D FROM JANUARY FI RST
THROUGH JUNE FI RST OF THE REPORTI NG CALENDAR YEAR ON CLAIMS | NCURRED
PRIOR TO THE REPORTI NG CALENDAR YEAR, PLUS THE UNPAI D CLAI MS RESERVE AS
OF JUNE FI RST OF THE REPORTI NG CALENDAR YEAR ON CLAI M5 | NCURRED PRI OR TO
THE REPORTI NG CALENDAR YEAR DETERM NED FROM CLAI M PAYMENTS THROUGH JUNE
FIRST OF THE REPORTING YEAR PLUS OR M NUS (V) THE EFFECTS FOR THE
REPORTI NG YEAR OF THE MARKET STABI LI ZATI ON POOLS; M NUS (VI) THE EFFECTS
FOR THE REPORTI NG YEAR OF THE STOP-LOSS POOLS. NOTHING IN TH'S SECTI ON
SHALL BE CONSTRUED TO PROHI BI T THE SUPERI NTENDENT FROM REVI EW NG CLAI M5
DATA BEYOND JUNE FI RST.

S 6. Section 4308 of the insurance |law is anmended by adding two new
subsections () and (n) to read as foll ows:

(1) (1) ANY INSURER THAT VIOLATES THE PROVI SIONS OF TH S SECTI ON
| NCLUDI NG BUT NOT LIMTED TO, ANY FAILURE TO PROVIDE A DI VIDEND OR
CREDIT TO SUBSCRIBERS AS REQU RED BY SUBSECTION (1) OF THI S SECTI ON
SHALL BE SUBJECT TO THE MAXI MUM PENALTI ES PROVIDED I N TH S CHAPTER

(1) I'N ADDI TION TO THE PENALTI ES OTHERW SE | MPOSED PURSUANT TO THI'S
CHAPTER, WHERE AN | NSURER ELECTI NG TO ADJUST PREM UMS PURSUANT TO THE
ALTERNATE PROCEDURE SET FORTH IN SUBSECTION (H) OF THIS SECTION, IS
DETERM NED BY THE SUPERI NTENDENT TO HAVE, IN A MANNER | N VI OLATI ON OF
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THE PROVISIONS OF THI'S SECTION, MATERI ALLY M SREPRESENTED THE LGSS
RATICS REQU RED BY SUBSECTIONS (H) AND (lI) OF THI'S SECTION IN TWDO
CONSECUTI VE FILINGS, AND I F, AT ANY TIME DURING A THREE YEAR PERIOD IN
VH CH SUCH MATERI AL VI OLATI ONS OCCURRED, THE | NSURER FAI LED TO PROVI DE A
DIVIDEND OR CREDI T AS REQUI RED BY SUBSECTION (1) OF THI S SECTI ON, SUCH
| NSURER SHALL BE PRESUMED TO BE SUBSTANTI ALLY NONCOWPLIANT WTH THE
REQUI REMENTS OF THI'S PARAGRAPH AND THE SUPERI NTENDENT SHALL, AFTER A
NOTI CE AND A HEARI NG HAVE THE AUTHORI TY TO PROHI BI T SAID | NSURER FROM
ADJUSTI NG PREM UMS PURSUANT TO THE ALTERNATE PROCEDURE FOR THE AFFECTED
POLI CY FORM5 FOR A PERIOD OF UP TO THREE YEARS, COWENCING WTH THE
SUPERI NTENDENT' S NOTI CE OF SUCH DETERM NATI ON. THI' S PROCHI BI TI ON SHALL BE
IN ADDITION TO ANY OTHER PENALTI ES THAT THE SUPERI NTENDENT MAY | MPOSE
PURSUANT TO THI S CHAPTER

(M THE ALTERNATE PROCEDURE SET FORTH IN SUBSECTION (H) OF TH'S
SECTI ON SHALL NOT BE AVAI LABLE TO ADJUST NEW.Y- APPROVED PREM UM RATES OR
RATES RECENTLY ADJUSTED THROUGH THE PRI OR APPROVAL PROCESS UNTI L THE
EARLI ER OF (1) THE DEVELOPMENT OF SUFFI Cl ENT ACTUAL CLAI M5 EXPERI ENCE TO
JUSTI FY THE REQUESTED ADJUSTMENT, AS CERTI FI ED BY A MEMBER OF THE AMERI -
CAN ACADEMY OF ACTUARI ES OR OTHER | NDI VI DUAL ACCEPTABLE TO THE SUPER-
| NTENDENT, OR (I1) TWELVE MONTHS FROM THE PRI OR APPROVAL. PROVI DED
HOWNEVER, NOTHI NG I N THI S SUBSECTI ON SHALL BE CONSTRUED TO PROH BIT AN
I NSURER FROM UTILIZING THE ALTERNATE PROCEDURE TO ADJUST RATES ON A
POLI CY WHERE THE RATES FOR A RIDER TO THAT POLICY HAVE NOT BEEN IN
EFFECT FOR TWELVE MONTHS.

S 7. Subsection (g) of section 4308 of the insurance |aw, as added by
chapter 501 of the laws of 1992 and as relettered by section three of
this act, is anmended to read as foll ows:

The results of any audit conducted pursuant to subsections [(d)]
(E) and [(e)] (F) of this section shall be provided to the corporation
and each nenber of its board of directors. The superintendent shall
have the authority to direct the corporation in witing to inplenent any
recommendations resulting fromthe audit that the superintendent finds
to be necessary and reasonabl e; provided, however, that the superinten-
dent shall first consider any witten response submtted by the corpo-
ration or the board of directors prior to making such finding. Upon any
application for a rate adjustnent by the corporation, the superintendent
shall review the corporation's conpliance with the directions and recom
nmendati ons nade previously by the superintendent, as a result of the
nost recently conpl eted managenent or financial audit and shall include
such findings in any witten decision concerning such application.

S 8. Paragraph 1 of subsection (i) and subsections (j) and (k) of
section 4308 of the insurance |aw, as added by chapter 504 of the |aws
of 1995 and such subsections as relettered by section three of this act,
are amended to read as foll ows:

(1) Each cal endar year, a corporation subject to the provisions of
this article shall return, in the formof aggregate benefits incurred
for each contract formfiled pursuant to the alternate procedure set
forth in subsection [(g)] (H of this section, at |east eighty-five
percent for individual direct paynent contracts or [seventy-five] ElIGHTY
percent for small group and snmall group renmttance contracts, but,
except in the case of individual direct paynent contracts with a | oss
ratio of greater than one hundred five percent in nineteen hundred nine-
ty-four, for any direct paynment, group or group renittance contract, not
in excess of one hundred five percent of the aggregate prem uns earned
for the contract formduring that cal endar year. |F A CORPORATI ON HAS
POOLED THE EXPERI ENCE OF CONTRACTS ANDY OR RI DERS TO DETERM NE THE PREM -
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UM RATES | N ACCORDANCE W TH APPLI CABLE LAW THE CORPORATI ON SHALL CALCU
LATE THE LOSS RATI OS | N ACCORDANCE W TH THE MANNER IN WHICH | T ESTAB-
LI SHED THE PREM UM RATES. Corporations subject to the provisions of this
article shall annually report, no later than [May] AUGUST first of each
year, the loss ratio calculated pursuant to this subsection for each
such contract formfor the previous cal endar year.

(j) The alternate procedure described in subsections [(g) and] (h) AND
(1) of this section shall apply to individual direct paynent contracts
i ssued pursuant to sections four thousand three hundred twenty-one and
four thousand three hundred twenty-two of this article on and after
January first, nineteen hundred ninety-seven.

(k) The eighty-five percent mnimumloss ratio for individual direct
paynment contracts described in subsections [(g) and] (h) AND (1) of this
section shall be reduced to eighty-two and one-half percent as of Janu-
ary first, nineteen hundred ninety-seven and shall be further reduced to
ei ghty percent as of January first, nineteen hundred ninety-eight and
thereafter. The refund or credit requirenents for failure to neet mni-
mum | oss ratios will continue, but at these reduced percentages.

S 9. Subsection (i) of section 3216 of the insurance |aw is anended by
addi ng a new paragraph 26 to read as foll ows:

(26) (A) NO MANAGED CARE HEALTH | NSURANCE POLI CY THAT PROVI DES COVERAGE
FOR HOSPI TAL, MEDI CAL OR SURGA CAL CARE SHALL PROVI DE THAT SERVICES OF A
PARTI Cl PATI NG HOSPI TAL W LL BE COVERED AS QOUT- OF- NETWORK SERVI CES SOLELY
ON THE BASI S THAT THE ADM TTI NG PHYSI Cl AN OR TREATI NG PHYSI CI AN | S NOT A
PARTI Cl PATI NG PROVI DER.

(B) NO MANAGED CARE HEALTH | NSURANCE POLI CY THAT PROVI DES COVERAGE FOR
HOSPI TAL, MEDICAL OR SURG CAL CARE SHALL PROVI DE THAT SERVICES OF A
PARTI Cl PATI NG PHYSI Cl AN W LL BE COVERED AS OUT- OF- NETWORK SERVI CES SOLE-
LY ON THE BASI S THAT THE SERVI CES ARE RENDERED I N A NON PARTI Cl PATI NG
HOSPI TAL.

(O FOR PURPCSES OF THI S PARAGRAPH, A "MANAGED CARE HEALTH | NSURANCE
POLICY" IS A POLICY THAT REQUI RES THAT SERVI CES BE PROVI DED BY A PROVI D-
ER PARTI Cl PATING I N THE | NSURER S NETWORK I N ORDER FOR THE |INSURED TO
RECEI VE THE MAXI MUM LEVEL OF REI MBURSEMENT UNDER THE POLI CY.

S 10. Subsection (k) of section 3221 of the insurance |aw is anmended
by addi ng a new paragraph 15 to read as fol |l ows:

(15) (A) NO GROUP OR BLANKET MANAGED CARE HEALTH | NSURANCE PCLI CY THAT
PROVI DES COVERAGE FOR HOSPI TAL, MEDI CAL OR SURA CAL CARE SHALL PROVI DE
THAT SERVI CES OF A PARTI Cl PATI NG HOSPI TAL W LL BE COVERED AS QOUT- OF- NET-
WORK SERVI CES SOLELY ON THE BASI S THAT THE ADM TTI NG PHYSI Cl AN OR TREAT-
I NG PHYSI CI AN | S NOT A PARTI CI PATI NG PROVI DER.

(B) NO GROUP OR BLANKET MANAGED CARE HEALTH |INSURANCE PCLICY THAT
PROVI DES COVERAGE FOR HOSPI TAL, MEDI CAL OR SURA CAL CARE SHALL PROVI DE
THAT SERVICES OF A PARTICIPATING PHYSICCAN WLL BE COVERED AS
OUT- OF- NETWORK  SERVICES SOLELY ON THE BASIS THAT THE SERVI CES ARE
RENDERED | N A NON- PARTI Cl PATI NG HOSPI TAL.

(©) FOR PURPOSES OF THI S PARAGRAPH, A "MANAGED CARE HEALTH | NSURANCE
POLICY" IS A POLICY THAT REQUI RES THAT SERVI CES BE PROVI DED BY A PROVI D-
ER PARTICIPATING IN THE I NSURER S NETWORK | N ORDER FOR THE | NSURED TO
RECEI VE THE MAXI MUM LEVEL OF REI MBURSEMENT UNDER THE POLI CY.

S 11. Section 4303 of the insurance law is anmended by adding a new
subsection (ff) to read as foll ows:

(FF) (1) NO NMANAGED CARE CONTRACT | SSUED BY A HEALTH SERVI CE CORPO
RATI ON, HOSPI TAL SERVI CE CORPORATI ON OR MEDI CAL EXPENSE | NDEMNI TY CORPO-
RATI ON THAT PROVI DES COVERAGE FOR HOSPI TAL, MEDICAL OR SURA CAL CARE
SHALL PROVI DE THAT SERVI CES OF A PARTI Cl PATI NG HOSPI TAL W LL BE COVERED
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AS QUT- OF- NETWORK SERVI CES SOLELY ON THE BASI S THAT THE ADM TTI NG PHYSI -
Cl AN OR TREATI NG PHYSI CI AN | S NOT A PARTI Cl PATI NG PROVI DER

(2) NO MANAGED CARE CONTRACT | SSUED BY A HEALTH SERVI CE CORPORATI ON,
HOSPI TAL SERVI CE CORPORATI ON OR MEDI CAL  EXPENSE | NDEMNI TY  CORPORATI ON
THAT PROVI DES COVERAGE FOR HOSPI TAL, MEDI CAL OR SURG CAL CARE SHALL
PROVI DE THAT SERVI CES OF A PARTI Cl PATI NG PHYSICI AN WLL BE COVERED AS
OUT- OF- NETWORK  SERVICES SOLELY ON THE BASIS THAT THE SERVI CES ARE
RENDERED | N A NON- PARTI Cl PATI NG HOSPI TAL.

(3) FOR PURPOSES OF THI' S SUBSECTI ON, A "MANAGED CARE CONTRACT" IS A
CONTRACT THAT REQUI RES THAT SERVI CES BE PROVI DED BY A PROVI DER PARTI C-
| PATING I N THE CORPORATION'S NETWORK IN ORDER FOR THE SUBSCRIBER TO
RECEI VE THE MAXI MUM LEVEL OF REI MBURSEMENT UNDER THE CONTRACT.

S 12. Subdivisions 3 and 4 of section 4406 of the public health |aw,
subdi vi sion 3 as renunbered by chapter 538 of the laws of 1993, are
renunbered subdivisions 4 and 5 and a new subdivision 3 is added to read
as foll ows:

3. (A) NO CONTRACT | SSUED PURSUANT TO THI S SECTI ON SHALL PROVI DE THAT
SERVI CES OF A PARTI Cl PATI NG HOSPI TAL WLL BE COVERED AS QOUT- OF- NETWORK
SERVI CES SCOLELY ON THE BASI S THAT THE ADM TTI NG PHYSI Cl AN OR TREATI NG
PHYSI CIl AN IS NOT A PARTI Cl PATI NG PROVI DER.

(B) NO CONTRACT | SSUED PURSUANT TO THIS SECTION SHALL PROVIDE THAT
SERVI CES OF A PARTI Cl PATI NG PHYSI CIl AN W LL BE COVERED AS OUT- OF- NETWORK
SERVI CES SOLELY ON THE BASIS THAT THE SERVICES ARE RENDERED IN A
NON- PARTI CI PATI NG HOSPI TAL.

S 13. Subsection (a) of section 3224-a of the insurance |aw, as
anended by chapter 666 of the laws of 1997, is anended to read as
fol | ows:

(a) Except in a case where the obligation of an insurer or an organ-
i zation or corporation licensed or certified pursuant to article forty-
three of this chapter or article forty-four of the public health law to
pay a claimsubnitted by a policyholder or person covered under such
policy or make a paynent to a health care provider is not reasonably
clear, or when there is a reasonabl e basis supported by specific infor-
mation available for review by the superintendent that such claimor
bill for health care services rendered was subnmtted fraudulently, such
i nsurer or organization or corporation shall pay the claimto a policy-
hol der or covered person or nmake a paynent to a health <care provider
WTH N TWENTY-ONE DAYS OF RECEIPT OF A CLAIMOR BILL FOR SERVI CES
RENDERED THAT IS SUBM TTED BY ELECTRONIC MEANS AND within forty-five
days of receipt of a claimor bill for services rendered THAT IS SUBM T-
TED OTHER THAN BY ELECTRONI C MEANS, SUCH AS BY PAPER OR FACSI M LE

S 14. The openi ng paragraph of subsection (b) of section 3224-a of the
i nsurance | aw, as amended by chapter 666 of the laws of 1997, is anended
to read as foll ows:

In a case where the obligation of an insurer or an organi zation or
corporation |licensed or certified pursuant to article forty-three of
this chapter or article forty-four of the public health law to pay a
clai mor nmake a paynment for health care services rendered i s not reason-
ably clear due to a good faith dispute regarding the eligibility of a
person for coverage, the liability of another insurer or corporation or
organi zation for all or part of the claim the amount of the claim the
benefits covered wunder a contract or agreenent, or the manner in which
services were accessed or provided, an insurer or organization or corpo-
ration shall pay any undi sputed portion of the claimin accordance wth
this subsection and notify the policyhol der, covered person or health
care provider in witing WTH N FOURTEEN CALENDAR DAYS OF RECEIPT OF A
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CLAIM SUBM TTED BY ELECTRONI C MEANS AND within thirty cal endar days of
receipt of [the] AclaimTHAT IS SUBM TTED BY OTHER THAN ELECTRON C
MEANS, SUCH AS BY PAPER OR FACSI M LE

S 15. This act shall take effect inmediately; provided, however, that:

(a) sections one through eight of this act shall take effect January
1, 2010 and shall apply to premumrate changes effective on and after
that date and to loss ratio reports required to be filed beginning in
2011;

(b) sections nine through twelve of this act shall take effect January
1, 2010 and shall apply to policies and contracts issued, renewed, nodi-
fied, altered and anended on and after such effective date, provided,
further, that any policies and contracts to which sections nine through
twel ve of this act apply and that were approved by the superintendent of
i nsurance shall be deened to conply with all applicable laws and regu-
| ations until January 1, 2010; and

(c) sections thirteen and fourteen of this act shall take effect Janu-
ary 1, 2010 and shall apply to clains transmtted and received on and
after such date.



