
NAIC Model Laws, Regulations, Guidelines and Other Resources—April 2013 
 

© 2013 National Association of Insurance Commissioners MO-106-1 

SMALL GROUP MARKET HEALTH INSURANCE COVERAGE MODEL ACT 
 
Editor’s Note: Provided for your convenience are references to the corresponding sections of the federal Public 
Health Service Act (PHSA). A key to the PHSA section titles appears at the end of the model.  Any references to 
PHSA sections, including the key, are not intended to be adopted in legislation. 
 
Section 1. Short Title 
Section 2. Purpose and Intent 
Section 3. Definitions 
Section 4. Applicability and Scope 
Section 5. Restrictions Relating to Premium Rates [(§§ 2701 and 2709 (Disclosure of Information) PHSA)] 
Section 6. Guaranteed Availability of Small Group Market Health Insurance Coverage  

[(§§ 2702 and 2708 PHSA)] 
Section 7. Guaranteed Renewability of Small Group Market Health Insurance Coverage  

[(§ 2703 PHSA)] 
Section 8. Extension of Dependent Coverage [(§ 2714 PHSA)] 
Section 9. Prohibition of Preexisting Condition Exclusions; Special Enrollment Periods  

[(§ 2704 PHSA and Nondiscrimination in Health Insurance Coverage in the Group Market Model 
Regulation (# 107))] 

Section 10. Prohibition on Discrimination Based on Health Status; Genetic Testing  
[(§ 2705 PHSA] 

Section 11. Prohibition on Lifetime and Annual Limits [(§ 2711 PHSA)] 
Section 12. Prohibition on Rescissions of Coverage [(§ 2712 PHSA)] 
Section 13. Comprehensive Health Insurance Coverage Requirements [(§§ 2707 and 2719A PHSA)] 
Section 14. 
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Drafting Note: This definition of “bona fide association” is narrower than the definition of “bona fide association” contained in Section 
2791(d)(3) of the PHSA because of the requirement of paragraph (1) above that the professional association serve a single profession. 
Specifically, Section 2791(d)(3) of the PHSA defines “bona fide association,” as an association, which: (1) has been actively in existence for 
at least 5 years; (2) has been formed and maintained in good faith for purposes other than obtaining insurance; (3) does not condition 
membership 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); (4) makes health insurance coverage offered through the association available to all members regardless of 
any health status-related factor relating to such members (or individuals eligible for coverage through a member); (5) does not make health 
insurance offered through the association available other than in connection with a member of the association; and (6) meets such 
additional requirements as may be imposed under state law. Because the definition of “bona fide association” contained in Section 
2791(d)(3) explicitly permits the states to impose additional requirements, the narrower definition of “bona fide association” used in this 
Act does not conflict with or prevent the application of the federal law. Therefore, the states can elect to adopt either version of this 
definition.  
 
Drafting Note: States should be aware that the term “bona fide association” is used in this Act in connection with providing an exception 
to the guaranteed renewability requirements in Section 7B(7) of this Act. Section 7B(7) of this Act only permits a health carrier to non-
renew health coverage for an employer whose association membership ceases if the association is a “bona fide association” the employer’s 
membership in the association was the basis on which the coverage is provided, and the coverage is terminated uniformly for all employers 
leaving the association without regard to any health status-related factor relating to any covered person. Associations that are not “bona 
fide associations” are not eligible for this exception. The definition of “bona fide association” does not impact how states have chosen to 
define “associations” for other purposes. Also, Section 7F of this Act provides, with respect to modification of coverage at renewal, different 
treatment related to coverage that is only offered through one or more “bona fide associations.” 
 
 B.B
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 (1) A group health plan; 
 
 (2) A health benefit plan; 
 
 (3) Part A or Part B of Title XVIII of the Social Security Act (Medicare); 
 
 (4) Title XIX of the Social Security Act (Medicaid), other than coverage consisting solely of 

benefits under Section 1928 (the program for distribution of pediatric vaccines);  
 
 (5) Chapter 55 of Title 10, United States Code (medical and dental care for members and 

certain former members of the uniformed services, and for their dependents. For 
purposes of Title 10, U.S.C. Chapter 55, “uniformed services” means the armed forces and 
the Commissioned Corps of the National Oceanic and Atmospheric Administration and of 
the Public Health Service);  

 
 (6) A medical care program of the Indian Health Service or of a tribal organization; 
 
 (7) A state health benefits risk pool; 
 
 (8) A health plan offered under Chapter 89 of Title 5, United States Code (Federal Employees 

Health Benefits Program (FEHBP)); 
 
 (9) A public health plan, which for purposes of this act, means a plan established or 

maintained by a state, the United States government or a foreign country or any political 
subdivision of a state, the United States 
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 S. “Geographic rating area” is an area established in accordance with Section 2701(a)(2) of the PHSA, 
or any federal regulation adopted thereunder, for purposes of adjusting the rates for a health 
benefit plan.  

 
 T. “Grandfathered health plan coverage” means coverage provided to a small employer by a health 

carrier on March 23, 2010 for as long as it maintains that status in accordance with federal 
regulations.  

 
 U. “Group health insurance plan” means a policy, contract, certificate or agreement offered or issued 

by a health carrier to an employer or groups of employers to provide, deliver, arrange for, pay for 
or reimburse any of the costs of health care services. 

 
 V. “Group health plan” has the meaning given such term under Section 2791(a) of the PHSA. 
 
 W. (1) “Health benefit plan” means a policy, contract, certificate or agreement offered or issued 

by a health carrier to provide, deliver, arrange for, pay for or reimburse any of the costs 
of health care services.  

 
Drafting Note: The Federal Act uses the terms “health plan” and “health insurance coverage.” “Health benefit plan,” as defined above, is 
intended to be consistent with the definition of “health insurance coverage” contained in Title XXVII of the PHSA, as enacted by the Health 
Insurance Portability and Accountability Act of 1996 (HIPAA) and amended by the Federal Act. 
 

(2) “Health benefit plan” does not include: 
 
  (a) Coverage only for accident, or disability income insurance, or any combination 

thereof; 
 
  (b) Coverage issued as a supplement to liability insurance;  
 
  (c) Liability insurance, including general liability insurance and automobile liability 

insurance; ( b )
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(b) Benefits for long-term care, nursing home care, home health care, community-
based care, or any combination thereof; or 

 
  (c) Other similar, limited benefits specified in federal regulations issued pursuant to 

Pub. L. No. 104-191. 
 
  (4) “Health benefit plan” does not include the following benefits if the benefits are provided 

under a separate policy, certificate or contract of insurance, there is no coordination 
between the provision of the benefits and any exclusion of benefits under any group 
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(3) Claims experience; 
 
(4) Receipt of health care services; 
 
(5) Medical history; 
 
(6) Genetic information; 
 
(7) Evidence of insurability, including conditions arising out of acts of domestic violence and 

participation in activities such as motorcycling, snowmobiling, all-terrain vehicle riding, 
horseback riding, skiing and other similar activities;  

 
(8) Disability; or 
 
(9) Any other health status-related factor determined appropriate by the Secretary. 

 
CC. “Network plan” means a health benefit plan issued by a health carrier under which the financing 

and delivery of health care services, including items and services paid for as medical care, are 
provided, in whole or in part, through a defined set of providers under contract with the carrier. 

 
DD. “Person” means an individual, a corporation, a partnership, an association, a joint venture, a joint 

stock company, a trust, an unincorporated organization, any similar entity, or any combination of 
the foregoing. 

 
EE. “Plan sponsor” has the meaning given this term under Secti
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   (a) A cancellation or discontinuance of coverage under a health benefit plan if: 
 

(i) The cancellation or discontinuance of coverage has only a prospective 
effect; or 

 
   (ii) The cancellation or discontinuance of coverage is effective retroactively 

to the extent it is attributable to a failure to timely pay required 
premiums or contributions towards the cost of coverage; or 

 
  (b) When the health benefit plan covers only active employees and, if applicable, 

dependents and those covered under continuation coverage provisions, the 
employee pays no premiums for coverage after termination of employment and 
the cancellation or discontinuance of coverage is effective retroactively back to 
the date of termination of employment due to a delay in administrative record-
keeping. 

 
JJ. “S (o)-3.1 (a)-7.3 (c)2.2 (.1 (a)9w 2.388 07 0 Td
).
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(1) The provisions of the coverage concerning the right to change premium rates and the 
factors that may affect changes in premium rates;  
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(c) Within the geographic service area for such network plan where the carrier 
reasonably anticipates, and demonstrates to the satisfaction of the 
Commissioner, that it will not have the capacity within its established geographic 
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(2) A health carrier that elects not to offer new coverage under this subsection may be 
allowed, as determined by the Commissioner, to maintain its existing policies in this state. 

 
(3) A health carrier that elects not to offer new coverage under paragraph (1) shall provide 

notice of its election to the Commissioner and shall be prohibited from writing new 
business in the small group market in this state for a period of five (5) years beginning on 
the date the carrier ceased offering new coverage in this state. 

 
Section 7. Guaranteed Renewability of Small Group Market Health Insurance Coverage 
 

A. Except as provided in this section, a health carrier offering health benefit plans providing small 
group market health insurance coverage in this state subject to this Act shall renew or continue 
in force the coverage, at the option of the small employer. 

 
B. A health carrier may not renew or discontinue coverage under a health benefit plan subject to 

this Act if: 
 

(1) The plan sponsor has failed to pay premiums or contributions in accordance with the 
terms of the health benefit plan or the carrier has not received timely premium payments;  

 
(2) The plan sponsor has performed an act or practice that constitutes fraud or made an 

intentional misrepresentation of material fact under the terms of coverage;  
 

(3) Noncompliance with the carrier’s minimum participation requirements;  
 

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

(5) The carrier elects to cease offering small group market health insurance coverage in this 
state in accordance with Subsection D and other applicable state law; 

 
(6) In the case of a health carrier that offers coverage through a network plan, there is no 

longer any employee living, working or residing within the carrier’s established 
geographic service area and the carrier would deny enrollment in the plan pursuant to 
Section 6E(1)(b) of this Act;  

 
(7) In the case of a health carrier that offers coverage in the small group market only through 

one or more bona fide associations, the membership of the small employer in the 
association (on the basis of which the coverage is provided) ceases, but only if such 
coverage is terminated uniformly under this paragraph without regard to any health 
status-related factor related to any covered person;  

 
(8) The 
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(9) The Commissioner finds that the product form is obsolete and is being replaced with 
comparable coverage and the carrier decides to discontinue offering that particular type 
of health benefit plan (obsolete product form) in this state’s small group market if the 
carrier: 

 
(a) Provides advance notice of its decision under this paragraph to the Commissioner 

in each state in which it is licensed; 
 
(b) Provides notice of the decision not to renew coverage at least 180 days prior to 



NAIC Model Laws, Regulations, Guidelines and Other Resources—April 2013 
 

© 2013 National Association of Insurance Commissioners MO-106-19 

(a) All affected plan sponsors and employees and their dependents; and  
 
(b) The Commissioner in each state in which an affected insured individual is known 

to reside, provided the notice to the Commissioner under this subparagraph is 
sent at least three (3) working days prior to the date the notice is sent to the 
affected plan sponsors and employees and their dependents; 

 
(3) Provides notice to each plan sponsor issued that particular type of health benefit plan 

that the plan sponsor has the option to purchase all other health benefit plans providing 
small group market health insurance coverage currently being offered by the carrier in 
this state; and 
 

 (4) In exercising this option to discontinue that particular type of health benefit plan acts 
uniformly without regard to the claims experience of any small employer or any health 
status-related factor relating to any employee or dependent of an employee or new 
employees and their dependents who may become eligible for coverage. 
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G. In the case of a health carrier doing business in one established geographic service area of the 
state, the provisions of this section shall apply only to the carrier’s operations in that service area 
 

Section 8. Extension of Dependent Coverage 
 
 A. A health carrier offering a health benefit plan providing small group market health insurance 

coverage 
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(b) The employee stated in writing at the time coverage was previously offered that 
coverage under a group health plan or other health benefit plan was the reason 
for declining enrollment, but only if the plan sponsor or carrier, if applicable, 
required such a statement at the time coverage was previously offered and 
provided notice to the employee of the requirement and the consequences of the 
requirement at that time; 

 
(i) The employee’s or dependent’s coverage described under subparagraph 

(a): 
 
  (I) Was under a COBRA continuation provision and the coverage 

under this provision has been exhausted; or 
 
 (II) Was not under a COBRA continuation provision and that other 

coverage has been terminated as a result of loss of eligibility for 
coverage, including as a result of a legal separation, divorce, 
death, termination of employment, or reduction in the number 
of hours of employment or employer contributions towards that 
other coverage have been terminated; and 

 
 (c) Under terms of the health benefit plan, the employee requests enrollment not 

later than thirty (30) days after the date of exhaustion of coverage described in 
subparagraph (b)(i)(I
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(b) Prevent the health carrier from establishing premium discounts or rebates or 
modifying otherwise applicable copayment amounts or deductibles in return for 
adherence to programs of health promotion and disease prevention, as described 
in Section 2705(j) of the PHSA. 

 
Drafting Note: States 
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(i) The request is made pursuant to research that complies with part 46 of 
title 45, Code of Federal Regulations or equivalent federal regulations and 
any applicable state or local law or regulations for the protection of 
human subjects in research; 

  
(ii) The carrier clearly indicates to each covered person, or in the case of a 

minor child, to the legal guardian of the child, to whom the request is 
made that: 

 
     (I) Compliance with the request is voluntary; and 
 
 (II) Noncompliance will have no effect on enrollment status or 

premium or contribution amounts; 
 
 (iii) No genetic information collected or acquired under this paragraph shall 

be used for underwriting purposes; 
 
 (iv) The carrier notifies the Secretary in writing that the carrier is conducting 

activities pursuant to the exception provided in this paragraph, including 
a description of the activities conducted; and 

 
 (v) The carrier complies with such other conditions as the Secretary may by 

regulation require for activities conducted under this paragraph. 
 
 (2) (a) A health carrier described in Subsection A shall not request, require or purchase 

genetic information for underwriting purposes. 
 
   (b) A health carrier described in Subsection A shall not request, require or purchase 

genetic information with respect to any individual prior to the individual’s 
enrollment under the health benefit plan in connection with such enrollment. 

 
   (c) If a health carrier obtains genetic information incidental to the requesting, 

requiring or purchasing of other information concerning any individual, such 
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Section 11. Prohibition on Lifetime and Annual Limits 
  
 A. (1) Except as provided in Subsection B, health carriers offering health benefit plans providing 

small group market health insurance coverage shall not establish a lifetime limit on the 
dollar amount of essential health benefits for any covered person.  

 
  (2) (a) Except as provided in subparagraph (b) of this paragraph and Subsections B and 

C, a health carrier shall not establish any annual limit on the dollar amount of 
essential health benefits for any covered person. 

 
 (b) A health flexible spending arrangement (FSA),
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Section 13. Comprehensive Health Insurance Coverage Requirements 
 
 A. (1) Health carriers offering health benefit plans providing small group market health 

insurance coverage in this state shall ensure that such coverage includes the essential 
health benefits package required under Section 1302(a) of the Federal Act, as described 
in Paragraph (2) of this subsection. 

 (2) For purposes of this subsection, “essential health benefits package” means coverage that: 
 

(a) Provides for the essential health benefits, as defined in Section 3K of this Act; 
 
   (b) Limits cost-sharing for such coverage in accordance with Section 1302(c) of the 

Federal Act, as described in Subsection B; and  
 
   (c) Provides bronze, silver, gold or platinum level of coverage described in Section 

1302(d) of the Federal Act as follows: 
 
  (i) Bronze level.  A health benefit plan in the bronze level shall 

provide a level of coverage that is designed to provide benefits that are 
actuarially equivalent to 60% of the full actuarial value of the benefits 
provided under the plan; 

 
  (ii) Silver level.  A health benefit plan in the silver level shall 

provide a level of coverage that is designed to provide benefits that are 
actuarially equivalent to 70% of the full actuarial value of the benefits 
provided under the plan; 

 
  (iii) Gold level.  A health benefit plan in the gold level shall 

provide a level of coverage that is designed to provide benefits that are 
actuarially equivalent to 80% of the full actuarial value of the benefits 
provided under the plan; and 

 
  (iv) Platinum level.  A health benefit plan in the platinum level shall 

provide a level of coverage that is designed to provide benefits that are 
actuarially equivalent to 90% of the full actuarial value of the benefits 
provided under the plan. 

 
 B. A health carrier subject to Subsection A shall ensure that any annual cost-sharing imposed under 

the health benefit plan does not exceed the limitations provided for under paragraphs (1) and (2) 
of S
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   (a) Except as otherwise provided in Subsection B, evidence-based items or services 
that have in effect a rating of A or B in the current recommendations of the United 
States Preventive Services Task Force with respect to the individual involved; 

 
Drafting Note: The items and services referenced in subparagraph (a) above can be found at this link: 
http://www.healthcare.gov/news/factsheets/2010/07/preventive-services-list.html. States should be aware that these items and services 
could change over time. 
 
  (b) Immunizations for routine use in children, adolescents and adults that have in 

effect a recommendation from the Advisory Committee on Immunization 
Practices of the Centers for Disease Control and Prevention with respect to the 
individual involved. For purposes of this paragraph, a recommendation from the 
Advisory Committee on Immunization Practices of the Centers for Disease Control 



Small Group Market Health Insurance Coverage Model Act 
 

MO-106-28 © 2013 National Association of Insurance Commissioners 

(c) A health carrier shall, for plan years that begin on or after the date that is one 
year after the date the recommendation or guideline is issued, revise the 
preventive services covered under its health benefit plans pursuant to this section 
consistent with the recommendations of the United States Preventive Services 
Task Force, the Advisory Committee on Immunization Practices of the Centers for 
Disease Control and Prevention and the guidelines with respect to infants, 
children, adolescents and women evidence-based preventive care and screenings 
by the Health Resources and Services Administration in effect at the time. 

 
Drafting Note: This website: http://www.HealthCare.gov/center/regulations/prevention.html is provided in the interim final regulations 
published in the Federal Register July 19, 2010, which health carriers can visit once a year to find information necessary to determine any 
additional items or services that must be covered without cost-sharing requirements or to determine any items or services that are no 
longer required to be covered.  
 
 B. (1) A health carrier may impose cost-sharing requirements with respect to an office visit if an 

item or service described in Subsection A is billed separately or is tracked as individual 
encounter data separately from the office visit. 

 
 (2) A health carrier shall not impose cost-sharing requirements with respect to an office visit 

if an item or service described in Subsection A is not billed separately or is not tracked as 
individual encounter data separately from the office visit and the primary purpose of the 
office visit is the delivery of the item or service. 

 
 (3) A health carrier may impose cost-sharing requirements with respect to an office visit if an 

item or service described in Subsection A is not billed separately or is not tracked as 
individual encounter data separately from the office visit and the primary purpose of the 
office visit is not the delivery of the item or service. 

 
C. (1) Nothing in this section requires a health carrier that has a network of providers to provide 
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Section 16. Choice of Health Care Professional; Access to Pediatric and Obstetrical and Gynecological Care 
Requirements 

 
 A. (1) (a) If a health carrier providing small group market health insurance coverage under 

a health benefit plan requires or provides for the designation by a covered person 
of a participating primary health care professional, the health carrier shall permit 
each covered person to: 

 
    (i) Designate any participating primary care health care professional who is 

available to accept the covered person; and 
 
    (ii) For a child, designate any participating physician who specializes in 

pediatrics as the child’s primary care health care professional and is 
available to accept the child. 

   
   (b) The provisions of subparagraph (a)(ii) shall not be construed to waive any 

exclusions of coverage under the terms and conditions of the health benefit plan 
with respect to coverage of pediatric care. 

 
  (2) (a) If a health carrier provides small group market health insurance coverage under 

a health benefit plan for obstetrical or gynecological care and requires the 
designation by a covered person of a participating primary care health care 
professional, the health carrier: 
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   (c) The provisions of Subparagraph (b)(i) shall not be construed to: 
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Section 18. Certification of Creditable Coverage 
 

A. A health carrier offering 
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 (2) The report required under paragraph (1) shall be made available to a covered person 
under the coverage during each open enrollment period.  

 
 B. (1) For purposes of Subsection A, using the reporting requirements developed by the 

Secretary, 
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Section 21. Prohibited Activities 
 
The Commissioner may by regulation prescribe standards for determining whether a policy issued as a stop loss 
policy is a health benefit plan for the purposes of this Act.  
 
Section 22. Risk Adjustment Mechanism 
 
The Commissioner may establish an assessment and payment mechanism for health carriers providing small group 
market health insurance coverage to adjust for actuarial risk that is consistent with the criteria and methods 
developed by the Secretary in accordance with Section 1343(b) of the Federal Act.  
 
Drafting Note: States should be aware that, in guidance issued by HHS, HHS indicated that it would operate the risk adjustment program 
in those states that do not establish a State-based Exchange (SBE). 
 
Section 23. Regulations 
 
The Commissioner may, after notice and hearing, promulgate reasonable regulations to carry out the provisions 
of this Act. The regulations shall be subject to review in accordance with [insert statutory citation providing for 
administrative rulemaking and review of regulations]. 
 
Section 24. Severability 
 
If any provision of this Act or the application thereof to any person or circumstances is for any reason held to be 
invalid, the remainder of the Act and the application of its provisions to other persons or 
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Public Health Service Act sections (cont.) 
 
§ 2716 PHSA—Prohibition on discrimination in favor of highly compensated individuals 
§ 2717 PHSA—Ensuring the quality of care 
§ 2719A PHSA—Patient Protections 
 

__________________________________________ 
 
Chronological Summary of Actions (all references are to the Proceedings of the NAIC). 
 
2013 Proc. 1st Quarter 107-110, 121, 128, 215-257, 590, 705-706 (adopted).  
 
 


