PRINTER S N0 139

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 128 5

| NTRODUCED BY LESCOVI TZ, CAWEY, TRELLO, DALEY AND COLAI ZZQO
JANUARY 25, 1989
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AN ACT

Rel ating to group insurance; describing permtted policies and
restrictions thereon; and prescribing standard policy
provi si ons.
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provi si ons.
Section 15. Provisions of group insurance policy.
Section 16. Repeals.
Section 17. Effective date.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Short title.

This act shall be known and may be cited as the G oup
| nsurance Act.

Section 2. Definitions.

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

"Conmm ssioner." The Insurance Conmm ssioner of the
Conmonweal t h.

"Group insurance." Any policy of group life insurance, group
heal th and acci dent insurance, bl anket accident and health
i nsurance or a conbi nation thereof.

"Policy." Any policy of group insurance defined herein.
Section 3. General limtation.

Except as provided in section 10, no policy of group
i nsurance shall be delivered in this Commpbnweal th unless it
conforms to one of the descriptions set forth in sections 4
t hrough 9.

Section 4. Policies for enployers or trustees.

A policy issued to enployers or to the trustees of a fund
establ i shed by an enpl oyer, which enployer or trustees shall be
deened t he policyholder, to insure enployees of the enployer for
the benefit of persons other than the enployer, shall be subject

to the follow ng requirenents:
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1 (1) The enployees eligible for insurance under the

2 policy shall be all of the enployees of the enployer or al

3 of any class or classes of those enployees. The policy may

4 provi de that the term "enpl oyees" shall include the enpl oyees
5 of one or nore subsidiary corporations and the enpl oyees,

6 i ndi vidual proprietors and partners of one or nore affiliated
7 corporations, proprietorships or partnerships if the business
8 of the enployer and of the affiliated corporations,

9 proprietorshi ps or partnerships is under comon control. The
10 policy may provide that the term "enpl oyees" shall include

11 the individual proprietor or partners if the enployer is an
12 i ndi vi dual proprietorship or partnership. The policy may

13 provide that the term "enpl oyees” shall include retired

14 enpl oyees and directors of a corporate enployer. A policy

15 i ssued to insure the enpl oyees of a public body may provide
16 that the term "enpl oyees"” shall include el ected or appointed
17 officials.

18 (2) The premiumfor the policy shall be paid either from
19 the enpl oyer's funds or from funds contributed by the insured
20 enpl oyees, or fromboth. A policy on which no part of the
21 premumis to be derived fromfunds contributed by the
22 i nsured enpl oyees nust insure all eligible enployees, except
23 for those who reject that coverage in witing.
24 (3) An insurer may exclude from coverage any person as
25 to whom evi dence of individual insurability is not
26 satisfactory to the insurer
27 Section 5. Policies for creditors or trustees.
28 A policy issued to a creditor, which creditor shall be deened

29 the policyholder, to insure debtors of the creditor or
30 creditors, to cover first real estate nortgages only, shall be
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subject to the foll ow ng requirenents:
(1) The debtors eligible for insurance under the policy
shal |l be all of the debtors of the creditor or creditors or
all of any class or classes thereof.
(2) The premiumfor the policy shall be paid either from
the creditor's funds or fromcharges collected fromthe
i nsured debtors, or both. A policy on which no part of the
premumis to be derived fromfunds contributed by insured
debtors specifically for their insurance nust insure al
eligi ble debtors.
(3) The amount of the insurance on the |life of any
debtor shall at no tine exceed the greater of the schedul ed
or actual amount of unpaid i ndebtedness to the creditor.
(4) The insurance may be payable to the creditor or any
successor to the right, title and interest of the creditor.
Such paynent shall reduce or extinguish the unpaid
i ndebt edness of the debtor to the extent of such paynent.
(5) An insurer may exclude from coverage any person as
to whom evi dence of individual insurability is not
satisfactory to the insurer.
Section 6. Policies for enployee organi zations.

A policy issued to a | abor union or simlar enployee
or gani zati on, which shall be deened to be the policyholder, to
i nsure nenbers of such union or organization for the benefit of
persons ot her than the union or organization or any of its
officials, representatives or agents, shall be subject to the
foll owi ng requirenents:

(1) The nenbers eligible for insurance under the policy
shall be all of the nmenbers of the union or organization or

all of any class or classes thereof.
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(2) The premiumfor the policy shall be paid either from
funds of the union or organization or fromfunds contri buted
by the insured nmenbers specifically for their insurance, or
fromboth. A policy on which no part of the premumis to be
derived fromfunds contri buted by the insured nenbers
specifically for their insurance nmust insure all eligible
menbers, except those who reject the coverage in witing.

(3) An insurer may exclude from coverage any person as
to whom evi dence of individual insurability is not
satisfactory to the insurer.

Section 7. Policies for trusts for various organi zations.

A policy issued to a trust or to the trustees of a fund
established by two or nore enployers, by one or nore | abor
unions or simlar enployee organizations, or by one or nore
enpl oyers and one or nore |abor unions or simlar enployee
organi zati ons, where the trust or trustees are deened the
pol i cyhol der, to insure enployees of the enployers or nenbers of
t he uni ons or organi zations for the benefit of persons other
than the enpl oyers or the unions or organi zations, shall be
subject to the foll ow ng requirenents:

(1) The persons eligible for insurance shall be all of
t he enpl oyees of the enployers or all of the nenbers of the
uni ons or organi zations or all of any class or classes
t hereof . The policy may provide that the term "enpl oyees”
shall include retired enpl oyees, the individual proprietor or
partners if an enployer is an individual proprietorship or a
partnership, and directors of a corporate enployer. The
policy may provide that the term "enpl oyees"” shall include
the trustees or their enployees, or both, if their duties are

principally connected with such trusteeship.
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(2) The premiumfor the policy shall be paid fromfunds
contributed by the enpl oyer or enployers of the insured
persons, by the union or unions or simlar enployee
organi zations, or by both, or fromfunds contributed by the
i nsured persons or fromboth the insured persons and the
enpl oyer or union or simlar enployee organi zation. A policy
on which no part of the premiumis to be derived from funds
contributed by the insured persons specifically for their
i nsurance nust insure all eligible persons, except those who
reject the coverage in witing.

(3) An insurer may exclude from coverage any person as
to whom evi dence of individual insurability is not
satisfactory to the insurer.

Section 8. Policies for associations.

(a) Policy issued.--A policy may be issued to an
association, a trust or to the trustees of a fund establi shed,
created or maintained for the benefit of nenbers of one or nore
associ ations, where the association, trust or trustees shall be
deened t he policyholder, to insure the nenbers of the
associ ation or associ ations. The association or associations
shal I :

(1) Have a m ninum of 100 persons.

(2) Have been organi zed and mai ntained in good faith for
pur poses other than that of obtaining insurance.

(3) Have been in active existence for at |east two
years.

(4) Have a constitution and byl aws whi ch provi de that
t he association or associations hold regul ar neetings not
| ess than annually to further purposes of the nmenbers, the

associ ati on or associ ati ons.
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(5) Collect dues or solicit contributions from nmenbers
and the nenbers shall have voting privil eges and
representation on the governing board and conmttees.

(b) Policy requirenments.--The policy shall be subject to the
foll owi ng requirenents:

(1) The persons eligible for insurance shall be all of
t he nenbers of the association or associations, enployees
t hereof or enpl oyees of nmenbers or one or nore of the
preceding or all of any class or classes for the benefit of
persons ot her than the enpl oyees' enpl oyer.

(2) The premiumfor the policy shall be paid fromfunds
contributed by the association or associations, by enployer
menbers or by both, or fromfunds contributed by the covered
persons or fromboth the covered persons and the associ ati on,
associ ations or enpl oyer nenbers.

(3) A policy on which no part of the premumis to be
derived fromfunds contri buted by the covered persons
specifically for their insurance nmust insure all eligible
persons, except those who reject such coverage in witing.

(4) An insurer may exclude from coverage any person as
to whom evi dence of individual insurability is not
satisfactory to the insurer.

Section 9. Policies for credit unions.

A policy issued to a credit union or to a trustee or trustees
designated by two or nore credit unions, where the credit union,
trustee or trustees are deened the policyholder, to insure
menbers of such credit union or credit unions for the benefit of
persons other than the credit union or credit unions, trustee or
trustees or any of their officials, shall be subject to the

foll owi ng requirenents:
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(1) The nenbers eligible for insurance shall be all of
t he menbers of the credit union or credit unions or all of
any class or classes thereof.

(2) The premiumfor the policy shall be paid by the
pol i cyhol der fromthe credit union's funds and nust insure
all eligible nmenbers.

(3) An insurer may exclude from coverage any person as
to whom evi dence of individual insurability is not
satisfactory to the insurer.

Section 10. Oher groups.

Goup life, accident and health insurance offered to a
resident of this Commonweal th under a group accident and health
i nsurance policy issued to a group other than one described in
sections 4 through 9 shall be subject to the follow ng
requirenents:

(1) No such group accident and health insurance policy
shal |l be delivered in this Conmonweal th unl ess the
conmi ssi oner finds that:

(1) The issuance of such group policy is not
contrary to the best interest of the public.

(i1i) The issuance of such group policy would result
in econom es of acquisition or adm nistration.

(iti1) The benefits are reasonable in relation to the
prem uns char ged.

(2) No such group accident and health i nsurance may be
offered in this Commonweal th by an i nsurer under a policy
i ssued in another state unless this Commonweal th or anot her
state, having requirenents substantially simlar to those
cont ai ned under paragraph (1), has nmade a determi nation that

such requirenents have been net; however, the comm ssioner
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may di sapprove any certificate or other evidence of coverage
under any such group policy when he has probabl e cause to
bel i eve that benefits are not reasonable in relation to the
prem uns charged. Upon any di sapproval, the comm ssioner
shall notify the insurer in witing, and within 30 days from
the date of mailing such notice to the insurer, the insurer
may meke written application to the comm ssioner for a
heari ng thereon and the hearing shall be held within 30 days
after receipt of the application. The procedure before the
commi ssioner shall be in accordance with the adjudication
procedure set forth in 2 Pa.C.S. §8 103 (relating to

adm ni strative agency law), and the insurer shall be entitled
to the judicial review as provided for in said | aw

(3) Any person, corporation, insurance conpany,
exchange, order or society that shall, either as principal or
agent, issue or cause to be issued any policy or contract of
i nsurance or certificate or other evidence of coverage wthin
this Cormonweal th, contrary to this section, commts a
m sdeneanor and shal |, upon conviction, be sentenced to pay a
fine of not nore than $500.

(4) Upon satisfactory evidence of the violation of this
section by any such person, corporation, insurance comnpany,
exchange, order or society, the conm ssioner may, in his
di scretion, pursue any one or nore of the follow ng courses
of action:

(1) Suspend or revoke the license of such offending
person, corporation, insurance conpany, exchange, order
or society.

(i1i) Refuse, for a period of not to exceed one year

thereafter, to issue a new license to such person,

19890H0128B0139 - 9 -
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corporation, insurance conpany, exchange, order or
soci ety.
(iii) Inmpose a fine of not nore than $1, 000 for each
and every act in violation of this act.
Section 11. Regul ations.

The comm ssioner is hereby authorized to adopt such rules and
regul ati ons as may be necessary to carry out the provisions of
this act.

Section 12. Conversion privil eges.

(a) Goup life conversion privilege.--1f any individual
i nsured under a group life insurance policy in this Comobnweal th
beconmes entitled, under the terns of such policy, to have an
i ndi vidual policy of life insurance issued w thout evidence of
insurability, subject to making of application and paynent of
the first premumw thin the period specified, and if the
i ndividual is not given notice of the existence of such right at
| east 15 days prior to the expiration date of such period, the
i ndi vi dual shall have an additional period within which to
exerci se such right. Nothing herein contained shall be construed
to continue any insurance beyond the period provided in such
policy. This additional period shall expire 15 days next after
the individual is given such notice, but in no event shall such
addi ti onal period extend beyond 60 days next after the
expiration date of the period provided in such policy. Witten
notice presented to the individual or mailed by the policyhol der
to the |l ast known address of the individual or nailed by the
insurer to the |ast known address of the individual, as
furni shed by the policyholder, shall constitute notice for the
pur pose of this section.

(b) G oup accident and health conversion privilege.--A group

19890H0128B0139 - 10 -
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policy delivered or issued for delivery in this Comobnweal th

whi ch provides hospital, surgical or najor mnmedical expense

i nsurance or any conbi nation of these coverages, on an expense-
incurred basis, but not a policy which provides indemity
benefits or benefits for specific diseases or for accidental
injuries only, shall provide that an enpl oyee or nenber whose

i nsurance under the group policy has been term nated for any
reason, including discontinuance of the group policy inits
entirety or with respect to an insured class and who has been
continuously insured under the group policy (and under any group
policy providing simlar benefits which it replaces) for at

| east three nonths inmediately prior to term nation, shall be
entitled to have issued to himby the insurer a policy of health
i nsurance (hereafter referred to as the converted policy). An
enpl oyee or nenber shall not be entitled to have a converted
policy issued to himif term nation of his insurance under the
group policy occurred because he failed to pay any required
contribution or any discontinued group coverage was repl aced by
simlar group coverage within 31 days. |ssuance of a converted
policy shall be subject to the follow ng conditions:

(1) Witten application for the converted policy shal
be made and the first premumpaid to the insurer not |ater
than 31 days after such term nation

(2) The converted policy shall be issued w thout
evi dence of insurability.

(3) The premiumon the individual policy shall be at the
insurer's then custonmary rate applicable to the form and
anmount of the individual policy, to the class of risk to
whi ch that person then belongs and to that person's age

attained on the effective date of the individual policy.
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(4) The effective date of the converted policy shall be
the day following the term nation of insurance under the
group policy.

(5) The converted policy shall cover the enpl oyee or
menber and dependents who were covered by the group policy on
the date of term nation of insurance. At the option of the
insurer, a separate converted policy may be issued to cover
any dependent.

(6) The insurer shall not be required to issue a
converted policy covering any person if that person is or
coul d be covered by Medicare under Title XVIII of the Soci al
Security Act (Public Law 74-271, 42 U.S.C. Ch.7 Subch.

XVII1). Furthernore, the insurer shall not be required to
i ssue a converted policy covering any person if:
(1) (A that person is covered for simlar benefits
by anot her hospital, surgical, nedical or ngjor
nmedi cal expense insurance policy or hospital or
medi cal service subscriber contract or nedical
practice or other prepaynent plan or by any other
pl an or program
(B) that person is eligible for simlar benefits
(whet her or not covered therefor) under any
arrangenent of coverage for individuals in a group,
whet her on an insured or uninsured basis; or
(C simlar benefits are provided for or
avai l abl e to that person, pursuant to or in
accordance with the requirenents of any state or
Federal |aw, and
(i1i) the benefits provided under the sources

referred to in subparagraph (i)(A) for such person or

19890H0128B0139 - 12 -
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t he

due

benefits provided or avail abl e under the sources referred
to in subparagraph (i)(B) and (C) for such person,
together with the benefits provided by the converted
policy, would result in overinsurance according to the
insurer's standards. The insurer's standards nust bear
some reasonable relationship to actual health care costs
in the area in which the insured Iives at the tinme of
conversion and nust be filed with the conm ssioner prior
to their use in denying coverage.
(7) A converted policy may include a provision whereby
i nsurer may request information in advance of any prenm um
date of such policy of any person covered as to whether:

(1) that person is covered for simlar benefits by
anot her hospital, surgical, medical or major nedica
expense insurance policy, or hospital or nedical service
subscri ber contract, or nedical practice or other
prepaynent plan or by any other plan or program

(ii) that person is covered for simlar benefits
under any arrangenent of coverage for individuals in a
group whether on an insured or uninsured basis; or

(iti1) simlar benefits are provided for or are
avai l abl e to that person, pursuant to or in accordance
with the requirenments of any state or Federal |aw. The
converted policy may provide that the insurer may refuse
to renew the policy or the coverage of any person insured
for the follow ng reasons only:

(A) Either the benefits provided under the
sources referred to in subparagraphs (i) and (ii) for
t hat person or benefits provided or avail abl e under

the sources referred to in this subparagraph for such

19890H0128B0139 - 13 -
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person, together with the benefits provided by the
converted policy, would result in overinsurance
according to the insurer standards on file with the
conmmi ssi oner or the converted policyholder fails to
provi de the requested information.

(B) Fraud or material msrepresentation in
appl ying for any benefits under the converted policy.

(C Eligibility of the insured person for
coverage by Medicare under Title XVIII of the Soci al
Security Act or under any other Federal or State | aw
providing for benefits simlar to those provided by
t he converted policy.

(D) O her reasons approved by the comm ssioner.

(8) An insurer shall not be required to issue a
converted policy which provides benefits in excess of those
provi ded under the group policy fromwhich conversion is
made.

(9) No converted policy shall exclude a preexisting
condition not excluded by the group policy. The converted
policy may provide that any hospital, surgical or nedical
benefits payabl e may be reduced by the anpbunt of any such
benefits payabl e under the group policy after the term nation
of the individual's insurance. The converted policy may al so
i ncl ude provisions so that during the first policy year the
benefits payabl e under the converted policy, together with
t he benefits payabl e under the group policy, shall not exceed
t hose that woul d have been payabl e had the individual
i nsurance under the group policy remained in effect.

(10) If the group insurance policy fromwhich conversion

is made insures the enployee or nenber for basic hospital or

19890H0128B0139 - 14 -



surgi cal
entitled
opti on,

t he pl an

© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30
19890H0128B0139

expense insurance, the enpl oyee or nenber shall be
to obtain a converted policy providing, at his
coverage on an expense-incurred basis under any of
s nmeeting the follow ng requirenents:

(1) Plan A

(A) Hospital room and board daily expense
benefits in a maxi num dol | ar anount approxi mating the
average sem private rate charged in netropolitan
areas of this Commonweal th, for a maximum duration of
70 days.

(B) M scellaneous hospital expense benefits of a
maxi mum anount of ten times the hospital room and
board daily expense benefits.

(C Surgical operation expense benefits
according to a surgical schedul e consistent with
those customarily offered by the insurer under group
or individual health insurance policies and providing
a maxi mum benefit of $800.

(ii) Plan B:

(A) Hospital room and board daily expense
benefits in a maxi num dol | ar anmount equal to 75% of
t he maxi num dol | ar anount determned for Plan A, for
a maxi mum duration of 70 days.

(B) M scellaneous hospital expense benefits of a
maxi mum anount of ten times the hospital room and
board daily expense benefits.

(C Surgical operation expense benefits
according to a surgical schedul e consistent with
those customarily offered by the insurer under group
or individual health insurance policies and providing

- 15 -
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a maxi mum benefit of $600.
(iii) Plan C

(A) Hospital room and board daily expense
benefits in a maxi mum dol | ar anmount equal to 50% of
t he maxi num dol | ar anount determned for Plan A, for
a maxi mum duration of 70 days.

(B) M scellaneous hospital benefits of a maxi mum
anount of ten tines the hospital room and board daily
expense benefits.

(C Surgical operation expense benefits
according to a surgical schedul e consistent with
those customarily offered by the insurer under group
or individual health insurance policies and providing
a maxi mum benefit of $400.

The maxi mum dol | ar anmounts in Plan A shall be determ ned by
t he comm ssioner and nay be redetermned by him fromtine to
time, as to converted policies issued subsequent to such
redeterm nati on. Redeterm nation shall not be nade nore often
than once in three years. The nmaxi num dol | ar anmounts in Pl ans
A, B and C shall be rounded to the nearest multiple of $10.
(11) Subject to the provisions and conditions of this
act, if the group insurance policy fromwhich conversion is
made i nsures the enpl oyee or nenber for najor medical expense
i nsurance, the enployee or nenber shall be entitled to obtain
a converted policy providing catastrophic or major nedical
coverage under a plan neeting the foll ow ng requirenents:
(1) A maxi mum benefit at |east equal to either, at
the option of the insurer, clause (A) or (B)
(A) The smaller of the follow ng anounts: the

maxi mum benefit provided under the group policy or a

19890H0128B0139 - 16 -



1 maxi mum paynment of $250, 000 per covered person for

2 all covered nedi cal expenses incurred during the

3 covered person's lifetine.

4 (B) The smaller of the follow ng anounts: the

5 maxi mum benefit provided under the group policy or a
6 maxi mum paynment of $250, 000 for each unrelated injury
7 or sickness.

8 (ii) Paynent of benefits at the rate of 80% of

9 covered nedi cal expenses which are in excess of the

10 deductible, until 20% of the expenses in a benefit period
11 reaches $1, 000, after which benefits will be paid at the
12 rate of 100% during the remai nder of the benefit period.
13 Paynment of benefits for outpatient treatnent of nental

14 illness, if provided in the converted policy, nmay be at a
15 | esser rate but not |ess than 50%

16 (ti1) A deductible for each benefit period which, at
17 the option of the insurer, shall be:

18 (A) the sumof the benefits deductible and $100;
19 (B) a cash deductible, not to exceed $1, 000;
20 (C the greater of the benefits deductible or
21 $500; or
22 (D) the correspondi ng deductible in the group
23 policy.
24 The term "benefits deducti bl e” nmeans the val ue of any
25 benefits provided on an expense-incurred basis which are
26 provided with respect to covered nedi cal expenses by any
27 ot her hospital, surgical or nedical insurance policy, or
28 hospital or nedical service subscriber contract, or
29 nmedi cal practice or other prepaynent plan, or any other
30 pl an or program whether on an insured or uninsured
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basis, or in accordance with the requirenents of any
state or Federal |aw and, if, pursuant to paragraph (12),
the converted policy provides both basic hospital or
surgi cal coverage and maj or nedi cal coverage, the val ue
of such basic benefits.

(iv) If the maxi mum benefit is determ ned by
subpar agraph (i)(B), the insurer may require that the
deducti bl e be satisfied during a period of not |ess than
three nonths if the deductible is $100 or |ess, and not
| ess than six nonths if the deductibl e exceeds $100.

(v) The benefit period shall be each cal endar year
when the maxi num benefit is determ ned by subparagraph
(1)(A) or 24 nmonths when the nmaxi mum benefit is
determ ned by subparagraph (i) (B)

(vi) The term "covered nedi cal expenses,"” as used in
t his paragraph, shall include at |least, in the case of
hospital room and board charges, the | esser of the dollar
anount in Plan A and the average sem private room and
board rate for the hospital in which the individual is
confined and twi ce such anpbunt for charges in an
i ntensive care unit. Any surgical schedul e shall be
consistent with those custonmarily offered by the insurer
under group or individual health insurance policies and
nmust provide at |east a $1, 200 maxi mnum benefit.

(12) The conversion privilege required by this act
shall, if the group insurance policy insures the enployee or
menber for basic hospital or surgical expense insurance as
wel | as mmj or nedi cal expense insurance, nmake avail abl e the

pl ans of benefits set forth in paragraphs (10) and (11). At

the option of the insurer, such plans of benefits may be
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provi ded under one policy. The insurer may also, in |lieu of
the plans of benefits set forth in paragraphs (10) and (11),
provi de a policy of conprehensive nedical expense benefits

wi thout first dollar coverage. Said policy shall conformto
the requirenments of paragraph (11); however, an insurer

el ecting to provide such a policy shall nake available a | ow
deducti bl e option, not to exceed $100, a hi gh deductible
opti on between $500 and $1, 000 and a third deductible option
m dway between the high and | ow deducti bl e opti ons.

(13) The insurer nay, at its option, also offer
alternative plans for group health conversion in addition to
those required by this act.

(14) In the event coverage woul d be continued under the
group policy on an enpl oyee following his retirement prior to
the tinme he is or could be covered by Medicare, he may el ect,
in lieu of such continuation of group insurance, to have the
same conversion rights as would apply had his insurance
termnated at retirenment by reason of term nation of
enpl oyment or nenber shi p.

(15) The converted policy may provide for reduction of
coverage on any person upon his eligibility for coverage by
Medi care under Title XVIIlI of the Social Security Act or
under any ot her Federal or State |aw providing for benefits
simlar to those provided by the converted policy.

(16) The conversion privilege shall also be avail abl e:

(i) to the surviving spouse, if any, at the death of

t he enpl oyee or nmenber, with respect to the spouse and

such chil dren whose coverage under the group policy

term nates by reason of such death, otherwi se to each

surviving child whose coverage under the group policy

19890H0128B0139 - 19 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

term nates by reason of such death, or, if the group

policy provides for continuation of dependents’' coverage

foll owi ng the enployee's or nenber's death, at the end of
such conti nuati on;

(i1i) to the spouse of the enpl oyee or nenber upon
term nati on of coverage of the spouse, while the enpl oyee
or nmenber remains insured under the group policy, by
reason of ceasing to be a qualified famly nmenber under
the group policy, with respect to the spouse and such
chi | dren whose coverage under the group policy term nates
at the sane tinme; or

(tiit) to a child solely with respect to hinmself upon
term nation of his coverage by reason of ceasing to be a
qualified fam |y menber under the group policy, if a
conversion privilege is not otherw se provided with
respect to such term nation
(17) If the benefit levels required in paragraph (10)

exceed the benefit |evels provided under the group policy,
t he conversion policy may offer benefits which are
substantially simlar to those provided under the group
policy in lieu of those required in paragraph (10).

(18) The insurer may elect to provide group insurance
coverage in lieu of the issuance of a converted i ndividual
policy.

(19) A notification of the conversion privilege shall be
included in each certificate of coverage. Each certificate
hol der in the insured group shall be given witten notice of
such conversion privilege and its duration within 15 days
before or after the date of term nation of group coverage;

however, if the notice is given nore than 15 days but |ess
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than 90 days after the date of term nation of group coverage,
the tine allowed for the exercise of such privilege of
conversion shall be extended for 15 days after the giving of
the notice. If notice is not given within 90 days after the
date of term nation of group coverage, the tine allowed for

t he exercise of such conversion privilege shall expire at the
end of such 90 days. Witten notice by the contract hol der
given to the certificate holder or mailed to the certificate
hol der at his |last known address or witten notice by the
insurer mailed to the certificate holder at the |ast address
furnished to the insurer by the contract hol der shall be
deened full conpliance with the provisions of this paragraph
for the giving of notice. A group contract issued by an
insurer may contain a provision to the effect that notice of
such conversion privilege and its duration shall be given by
the contract holder to each certificate hol der upon

term nation of his group coverage.

(20) Were the contract holder is the enployer of the
certificate holder, the insurer shall give witten notice of
term nation of the group contract to any organi zation or
organi zati ons representing such certificate holder for the
pur pose of collective bargaining, and the enpl oyer shal
provide to the insurer a witten |ist of such organi zations
within ten days after the date the policy is issued and,
thereafter, within ten days of the beginning or termnation
of representation by any such organi zation of any certificate
hol der or holders. The list shall identify the collective
bar gai ning unit and the group insurance contract to which the
request relates. There shall be no liability on the part of,

and no cause of action shall arise against, any |abor
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organi zati on representing the enpl oyees of a contract hol der
for the purposes of collective bargaining due to any action
it takes or fails to take as to the witten notice required
to be given by the insurer under this paragraph unl ess shown
to have been done in bad faith with malice in fact by any
such organi zation. Conpliance or nonconpliance with the
provi sions of this paragraph shall in no way affect the
rights, duties or obligations of the contract hol der, insurer
or certificate hol der.
Section 13. Goup life standard policy provisions.
(a) Required policy provisions.--A policy of group life
i nsurance shall not be delivered or issued for delivery in this
Commonweal th unless it contains in substance the provisions
listed in subsections (a) through (k), or provisions which in
t he opi nion of the conm ssioner are nore favorable to the
persons insured, or at |east as favorable to the persons insured
and nore favorable to the policyholder, with the exception that:
(1) Subsections (g) through (k), inclusive, shall not
apply to policies issued to a creditor to insure debtors of
such creditor
(2) The standard provisions required for individual life
i nsurance policies shall not apply to group life insurance
pol i ci es.
(3) If the group |life insurance policy is on a plan of
i nsurance other than the termplan, it shall contain a
nonforfeiture provision or provisions which, in the opinion
of the comm ssioner is, or are, equitable to the insured
persons and to the policyhol der, but nothing herein shall be
construed to require that group life insurance policies

contain the sane nonforfeiture provisions as are required for
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i ndividual |ife insurance policies.

(b) Grace period.--The contract shall contain a provision
that the policyholder is entitled to a grace period of 31 days
for the paynment of any prem um due except the first, during
whi ch grace period the death benefit coverage shall continue in
force, unless the policyholder shall have given the insurer
witten notice of discontinuance in advance of the date of
di sconti nuance and in accordance with the terns of the policy.
The policy may provide that the policyhol der shall be liable to
the insurer for the paynent of a pro rata premumfor the tine
the policy was in force during such grace peri od.

(c) Contest of policy.--The policy shall contain a provision
t hat :

(1) The validity of the policy shall not be contested,
except for nonpaynment of premuns, after it has been in force
for two years fromits date of issue.

(2) No statenment nade by any person insured under the
policy relating to that person's insurability shall be used
in contesting the validity of the insurance with respect to
whi ch such statenment was nade after the insurance has been in
force prior to the contest for a period of two years during
that person's lifetime nor unless it is contained in a
witten instrunment signed by that person.

(d) Copy of statenents.--The policy shall contain a
provi sion that:

(1) A copy of the application, if any, of the
pol i cyhol der shall be attached to the policy when issued.

(2) Al statenents nade by the policyhol der or by the
persons insured shall be deenmed representati ons and not

warranti es.
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(3) No statenment nade by any person insured shall be
used in any contest unless a copy of the instrunent
containing the statement is or has been furnished to such
person or to that person's beneficiary.

(e) Evidence of insurability.--The policy shall contain a
provi sion setting forth the conditions, if any, under which the
insurer reserves the right to require a person eligible for
i nsurance to furnish evidence of individual insurability
satisfactory to the insurer as a condition to part or all of the
cover age.

(f) Equitable adjustnment.--The contract shall contain a
provi si on specifying an equitabl e adjustnent of prem uns or of
benefits, or of both, to be made in the event the age of a
person insured has been m sstated, such provision to contain a
cl ear statenment of the nethod of adjustnment to be used.

(g) Paynent to beneficiaries.--The contract shall contain a
provi sion that any sum due by reason of the death of the person
i nsured shall be payable to the beneficiary designated by the
person insured, subject to the provisions of the policy, in the
event there is no designated beneficiary living at the death of
the person insured, as to all or any part of such sum and
subject to any right reserved by the insurer in the policy and
set forth in the certificate to pay at its option a part of such
sum not exceedi ng $250 to any person appearing to the insurer to
be equitably entitled hereto by reason of having incurred
funeral or other expenses incident to the last illness or death
of the person insured.

(h) Individual certificates.--The contract shall contain a
provision that the insurer will issue to the policyhol der, for

delivery to each person insured, an individual certificate
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setting forth a statenent as to the insurance protection to
which the insured is entitled, to whomthe insurance benefits
are payable, and the rights and conditions set forth in
subsections (i), (j) and (k).

(1) Individual policies.--The contract shall contain a
provision that if the insurance, or any portion of it, on a
person covered under the policy ceases because of term nation of
enpl oynment or of nmenbership in the class or classes eligible for
coverage under the policy, such person shall be entitled to have
issued to himby the insurer, wthout evidence of insurability,
an individual policy of life insurance without disability or
ot her suppl enentary benefits, if application for the individual
policy is made and the first premumpaid to the insurer, within
31 days after termnation, and with the requirenents that

(1) The individual policy shall, at the option of such
person, be on any one of the forms, except terminsurance,
then customarily issued by the insurer at the age and for the
anount applied for.

(2) The individual policy shall be in an anmount not in
excess of the ampunt of life insurance which ceases because
of such termnation, less, in the case of a person whose
menbership in the class or classes eligible for coverage
term nates but who continues in enploynment in another class,

t he amount of any life insurance for which such person is or

becones el igible under any other group policy within 31 days

after such term nation; however, any anount of insurance

whi ch shall have matured on or before the date of such

term nati on as an endownent payable to the person insured,

whet her in one sumor in installnments or in the formof an

annuity, shall not, for the purpose of this provision, be
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included in the amount which is considered to cease because

of such term nation.

(3) The premiumon the individual policy shall be at the
insurer's then custonary rate applicable to the form and
anount of the individual policy, to the class of risk to
whi ch such person then belongs and to his age attained on the
effective date of the individual policy.

(j) Termnation.--The policy shall contain a provision that
if the group policy termnates or is anended so as to term nate
the insurance of any class of insured persons, every person
i nsured thereunder at the date of such term nation whose
i nsurance term nates and who has been so insured for at | east
five years prior to such term nation shall be entitled to have
issued to the insured by the insurer an individual policy of
life insurance, subject to the sane conditions and linmtations
as are provided by subsection (i), except that the group policy
may provide that the anpunt of such individual policy shall not
exceed the smaller of:

(1) the amount of the person's life insurance protection
ceasi ng because of the term nation or anmendnent of the group
policy, less the anount of any life insurance for which the
insured is or becones eligible under any group policy issued
or reinstated by the sane or another insurer within 31 days
after such term nation; or

(2) $2,000.

(k) Past group coverage.--The contract shall contain a
provision that if a person insured under the group policy dies
during the period within which that person woul d have been
entitled to have an individual policy issued in accordance with

subsection (i) or (j) and before such an individual policy shal
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have becone effective, the anmount of |ife insurance to which

t hat person woul d have been entitled under the individual policy
shall be payable as a clai munder the group policy, whether or
not application for the individual policy or the paynment of the
first prem umtherefor has been nade.

(1) Assignnent.--Notw thstanding any provision of |aw, a
person whose life is insured under any policy of group life
i nsurance, whether or not such policy is otherw se subject to
this act, is permtted to nake an assignnment of all or any part
of the incidents of ownership in such insurance, including,
without Iimtation, any right to designate a beneficiary or
beneficiaries thereunder and any right to have an i ndivi dual
policy issued upon term nation either of enploynent or of said
policy or group life insurance; however, the insurer and the
group policyhol der may prohibit or restrict an assignnment by
appropriate policy provisions. This section shall be construed
as declaring the law as it existed prior to its enactnent and
not as nodifying it.

Section 14. Goup accident and health standard policy
provi si ons.

(a) Accident and health policies.--Each group acci dent and
health policy shall contain, in substance, the follow ng
provi si ons:

(1) That, in the absence of fraud, all statenents nade
by any applicant or applicants or the policyhol der or by an

i nsured person shall be deened representations and not

warranties and that no statenent made for the purpose of

effecting insurance shall avoid such insurance or reduce
benefits, unless contained in a witten instrunent signed by

t he policyhol der or the insured person, a copy of which has
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been furnished to such policyholder or to such person or the

beneficiary.

(2) That the insurer will furnish to the policyhol der,
for delivery to each enpl oyee or nmenber of the insured group

an individual certificate setting forth, in summary form a

statenment of the essential features of the insurance coverage

of such enpl oyee or nmenber and to whom benefits thereunder
are payable. |If dependents are included in the coverage, only
one certificate need be issued for each famly unit.

(3) That eligible new enpl oyees or nenbers or

dependents, as the case may be, may be added fromtine to

time to the group originally insured in accordance with the

terms of the policy.

(b) Direct paynment to provider.--Any group accident and
health policy may provide that all or any portion of any
i ndemi ties provided by any such policy, on account of hospital,
nursi ng, nedical or surgical services, may, at the insurer's
option, be paid directly to the hospital or person rendering
such services, but the policy may not require that the service
be rendered by a particular hospital or person. Paynent so made
shal |l discharge the insurer's obligation with respect to the
anount of insurance so paid.

(c) Dependent coverage.--A policy delivered or issued for
delivery on or after January 1, 1968, under which coverage of a
dependent of an enpl oyee or other nenber of the insured group
termnates at a specified age shall, with respect to an
unmarried child covered by the policy prior to the attai nment of
the age of 19 who is incapable of self-sustaining enpl oynent by
reason of mental retardation or physical handi cap and who becane

so incapable prior to attainnent of age 19 and who is chiefly
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dependent upon such enpl oyee or nenber for support and

mai nt enance, not term nate while the insurance of the enpl oyee
or nmenber remains in force and the dependent remains in such
condition, if the insured enployee or nenber has, within 31 days
of the dependent's attai nnent of the term nation age, submtted
proof of the dependent's incapacity. The foregoi ng provisions of
this subsection shall not require an insurer to insure a
dependent who is a nentally retarded or physically handi capped
child of an enpl oyee or other nenber of the insured group where
such dependent does not satisfy the conditions of the group
policy as to any requirenments for evidence of insurability or

ot her provisions as may be stated in the group policy required
for coverage thereunder to take effect. In any such case, the
terms of the policy shall apply with regard to the coverage or
excl usion from coverage of such dependent.

Section 15. Provisions of group insurance policy.

The comm ssioner shall have the power and duty to devel op
appropriate regulations for a standard group insurance policy.
Section 16. Repeals.

(a) Absolute repeal.--The act of May 11, 1949 (P.L.1210,

No. 367), entitled "An act relating to group life insurance;
describing permitted policies and restrictions thereon, the
prem um basi s thereof and rights thereunder; limting the anmount
of such insurance; prescribing standard policy provisions; and
requiring notice of conversion privileges,"” is repeal ed.

(b) Inconsistent repeals.--The follow ng acts or parts of
acts are repealed insofar as they are inconsistent with this
act :

Act of May 17, 1921 (P.L.682, No.284), known as The Insurance

Conmpany Law of 1921.
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1 Act of May 17, 1921 (P.L.789, No.285), known as The Insurance
2 Department Act of one thousand nine hundred and twenty-one.

3 Section 17. Effective date.
4

This act shall take effect in 180 days.
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