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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 938 *ua”

I NTRODUCED BY RI CHARDSQN, YOUNGBLOCOD, ROBI NSQN, KUKOVI CH AND
CARN, FEBRUARY 28, 1995

REFERRED TO COWM TTEE ON | NSURANCE, FEBRUARY 28, 1995
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AN ACT
Amrending Title 40 (I nsurance) of the Pennsylvani a Consol i dated
Statutes, providing for health insurance reformand for the
protection of consunmers by limting reasons for cancellation
of insurance; regulating replacenent of group coverage by
anot her insurer; and providing for continuity of coverage.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Part Il of Title 40 of the Pennsyl vania
Consolidated Statutes is anmended by adding an article to read:
ARTI CLE C
HEALTH | NSURANCE
Chapt er
73. Policy Requirenents
CHAPTER 73
POLI CY REQUI REMENTS
Sec.
7301. Definitions.

7302. Term nation of insurance.

7303. Goup health insurance agreenents; successor
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agr eenent s.

7304. Continuation of coverage for individuals who change
groups.

7305. Prohibition of excluding any person in a group contract
based on that person's health history or genetic status.

7306. Preexisting condition exclusion.

7307. Penalties.

§ 7301. Definitions.

The foll ow ng words and phrases when used in this chapter
shall have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Departnent.” The Insurance Departnent of the Conmonweal t h.

"CGenetic status."” The presence of a physical condition in an
i ndi vidual which is a result of an inherited trait.

"Group health contract.” A group health insurance agreenent
i ssued by an insurer to cover enployees of an enployer, a trust
fund established to cover enpl oyees of one or nore enployers and
an associ ati on of enpl oyees.

"Group health insurance agreenment.” A health insurance
agreenent providing group health benefits.

"Heal th insurance agreenent.” An accident and health
i nsurance policy, contract or group insurance certificate issued
by an insurer.

“Insurer.”™ Any insurance conpany, association or reciprocal,
nonprofit hospital conpany, nonprofit professional health
servi ce plan, health naintenance organi zation, fraternal
benefits society or any risk-bearing PPO and nonri sk-bearing PPO
not governed and regul ated under the Enpl oyee Retirenent |ncone
Security Act of 1974 (Public Law 93-406, 88 Stat. 829).

"PPO." A preferred provider organi zation subject to the
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provi sions of section 630 of the act of May 17, 1921 (P.L.682,
No. 284), known as The Insurance Conpany Law of 1921.

"Preexisting condition.” A disease or physical condition for
whi ch medi cal advise or treatnment has been received within 90
days imedi ately prior to the effective date of coverage under a
group health contract.

"Term nate."” |Includes cancellation, renewal and rescission.
§ 7302. Term nation of insurance.

(a) Prohibition.--An insurer shall not termnate a health
i nsurance agreenment for any reason except as permtted under
this section.

(b) Permssible termination.--An insurer nay termnate a
heal t h i nsurance agreenent subsequent to the expiration of ten
days following the date of witten notice to the insured if:

(1) the premiumfor the health insurance agreenent is
due and payabl e and remai ns unpai d beyond the date required
for paymnent;

(2) the applicant is a person convicted of fraud in
appl ying for insurance or making a claimfor insurance
benefits; or

(3) an insurer is determ ned by the Insurance
Conmmi ssioner to be in jeopardy of insolvency, provided that
the health insurance agreenent is placed with another insurer
wi t hout any preexisting condition exclusion.

(c) Wthdrawal and term nation.--An insurer may term nate
all health insurance agreenents only upon and subsequent to
conplete withdrawal fromthe accident and health insurance
mar ket in this Commonweal th by amendnent of its certificate of
authority. Any term nation under this provision for wthdrawal

shall not occur sooner than the renewal date and only after the
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expiration of not less than 30 days followi ng the date of
witten notice of termnation to the insured.

(d) Construction.--This section shall not be construed to
prohibit the sale of a specific block of business by one insurer
to another insurer licensed in this Comobnweal t h.

(e) Review --An insured or policyholder may request the
departnment to review in the manner provided for by |aw any
term nation of a health insurance agreenent. Except for
term nations occurring under the provisions of this section
relating to withdrawal s, the insured s coverage under the health
i nsurance agreenent shall not be term nated and shall continue
in full force and effect until the issuance of a finding by the
departnment that the term nation was not unl awful .

§ 7303. G oup health insurance agreenents; successor
agr eenent s.

(a) Continuation of coverage.--Except as otherw se provided
in this section, a person shall be entitled to and be provi ded
coverage and benefits under a group health insurance agreenent
wi thout regard to a preexisting condition exclusion period if:

(1) the group health insurance agreenment is issued to
t he policyhol der as a replacenment and successor to a prior
group health insurance agreenent; and

(2) the person was covered under the prior group health

i nsurance agreenent.

(b) Exception.--Any unexpired tinme period of a preexisting
condi tion exclusion period for any nedi cal condition contained
in a prior group health insurance agreenment nay be applied to
any person who ot herwi se would qualify for coverage and benefits
under this section in the manner required by section 7306

(relating to preexisting condition exclusion).
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(c) Applicability.--Long-termcare benefits and disability
i ncome benefits shall not be subject to this section.

§ 7304. Continuation of coverage for individuals who change
groups.

(a) Continuation of coverage.--Except as otherw se provided
in this section, a person shall be entitled to and be provi ded
coverage and benefits under a group health contract w thout
regard to a preexisting condition exclusion period or a waiting
period if:

(1) the person was covered under a prior group health
contract for at |east six nonths; and

(2) the insurer receives the application of the person
for coverage governed by this provision within three nonths
of the date of term nation of coverage under a prior group
heal th contract.

(b) Exception.--Any unexpired tinme period of a preexisting
condi tion exclusion period or waiting period contained in a
prior group health contract may be applied to any person who
ot herwi se would qualify for coverage and benefits under this
section in the manner required by section 7306 (relating to
preexi sting condition exclusion).

(c) Construction.--Nothing in this section shall be
construed to require any enployer or insurer to issue or provide
the sane benefits or simlar benefits or extent of coverage
contained in a prior group health contract.

(d) Applicability.--This section shall not apply to | ong-
termcare benefits or to disability inconme benefits.

§ 7305. Prohibition of excluding any person in a group contract
based on that person's health history or genetic

stat us.
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(a) Prohibition.--No person shall be denied coverage under a
group health insurance agreenment who is otherwi se eligible for
coverage as a group menber but for such person's health history,
genetic status or specific preexisting condition, except for a
preexi sting condition permtted under section 7306 (relating to
preexi sting condition exclusion).

(b) Applicability.--This section shall not apply to group
| ong-term care policies.

§ 7306. Preexisting condition exclusion.

A preexisting condition exclusion shall not exclude, limt or
reduce coverage or benefits in a group health insurance
agreenent or a group health contract beyond six nonths fromthe
effective date of coverage.

§ 7307. Penalties.

Upon satisfactory evidence of a violation of this chapter by
an insurer, the Insurance Comr ssioner nmay:

(1) Oder that the insurer cease and desist fromthe

vi ol ati on.

(2) Inmpose a civil penalty of not nore than $5,000 for
each viol ati on.

Section 2. The provisions of this act are severable. If any
provision of this act or its application to any person or
circunstance is held invalid, the invalidity shall not affect
ot her provisions or applications of this act which can be given
effect without the invalid provision or application.

Section 3. Al acts and parts of acts are repeal ed insofar
as they are inconsistent with this act.

Section 4. (a) This act shall apply to every individual
acci dent and health i nsurance policy or contract issued by an

i nsurer on or after the effective date of this act.
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(b) This act shall apply to every group accident and health

i nsurance policy or contract or group insurance certificate

1
2
3 issued, reissued, renewed or anmended by an insurer on or after
4 the effective date of this act.

5

Section 5. This act shall take effect in 90 days.

L7L40DGS/ 19950H0938B1039 - 7 -



