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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 646  *%n”

| NTRODUCED BY MESSRS. A. K. HUTCHI NSON, STAHL, SCHM TT,
MRS. G LLETTE, MESSRS. BARBER, TRELLO, MRS. TCOLL, AND
MR COHEN, MARCH 4, 1975

AS REPORTED FROM COWMM TTEE ON CONSUMER PROTECTI ON, AS ANMENDED,
SEPTEMBER 25, 1975
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AN ACT

—
@)

provi de reasonabl e standardi zati on and sinplification of
terms and coverages of individual accident and health

i nsurance policies and subscriber contracts of health plan
corporations, nonprofit health service plans and certificates
i ssued by fraternal benefit societies to facilitate public
under st andi ng and conparison, to elimnate provisions

contai ned in individual accident and heal th insurance
policies and subscriber contracts of health plan corporations
and nonprofit health service plans and certificates iIssued by
fraternal benefit societies which nmay be m sl eadi ng or

unr easonably confusing in connection either with the purchase
of such coverages or with the settlenent of clains, and to
provide for full disclosure in the sale of accident and
heal t h cover ages.

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 "Individual Accident and Sickness |Insurance M ni mum
St andards Act."

Section 2. Definitions.--(a) As used in this act:

"Accident and heal th insurance" nmeans insurance witten under
section 202(a)(1) and (2) (other than Iife insurance and

annui ties) and section 202(c)(2) of The Insurance Conpany Law of
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1921 and 40 Pa. C.S. § 6526, other than credit accident and
heal t h i nsurance.

"Fornms" nmeans policies, contracts, riders, endorsenents, and
appl i cations subject to approval by the Insurance Comm ssioner,
under section 354 of The Insurance Conpany Law of 1921 or
section 11 of the Voluntary Nonprofit Health Service Act of
1972, or 40 Pa. C. S. 88 6124 and 6329.

"Policy" means the entire contract between the insurer and
the insured, including the policy, riders, endorsenents and the
application, if attached, and al so i ncludes subscriber contracts
i ssued by health plan corporations, nonprofit health service
pl ans and certificates issued by fraternal benefit societies.

(b) Health plan corporations, nonprofit health service plans
and fraternal benefit societies shall be deenmed to be engaged in
t he busi ness of insurance.

Section 3. Standards for Policy Provisions.--(a) The
I nsurance Conmmi ssioner shall issue regulations to establish
speci fic standards, including standards of full and fair
di scl osure, that set forth the manner, content and ferrat <—
REQUI RED DI SCLOSURES FOR THEI R SALE for individual policies of <—
acci dent and heal th insurance and subscriber contracts of health
pl an corporations and nonprofit health service plans and
certificates issued by fraternal benefit societies and required
di scl osures for their sale. These regulations shall be in
addition to applicable |l aws of this Conmonweal th and nmay cover
but shall not be limted to:

(1) ternms of renewability;
(2) initial and subsequent conditions of eligibility;
(3) non-duplication of coverage provisions;

(4) coverage of dependents;
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(5) pre-existing conditions;

(6) termnation of insurance;

(7) probationary periods;

(8) limtations;

(9) exceptions;

(10) reductions;

(11) elimnation periods;

(12) requirenments for replacenent;
(13) recurrent conditions; and

(14) the definition of terns, including but not limted to,

the follow ng: "hospital,"” "accident,” "sickness," "injury,"

"physician,” "accidental neans,” "total disability," partial

disability,” "nervous disorder," "guaranteed renewable," and
"non-cancel | abl e. "

(b) The Insurance Comm ssioner may issue regul ations that
speci fy prohibited policy provisions not otherw se specifically
prohi bited by statute which in the opinion of the Insurance
Conmmi ssioner are unjust, unfair, or unfairly discrimnatory to
t he policyhol der, any person insured under the policy, or
beneficiary.

Section 4. M ninmum Standards for Benefits.--(a) The
I nsurance Conmmi ssioner shall issue regulations to establish
m ni mum st andards for benefits under each of the follow ng
categories of coverage in individual policies of accident and
heal t h i nsurance and subscri ber contracts of health plan
corporations and nonprofit health service plans and certificates
i ssued by fraternal benefit societies:

(1) basic hospital expense coverage;

(2) basic nedical -surgical expense coverage;

(3) hospital confinenment indemity coverage;
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(4) nmjor nedical expense coverage;
(5) disability incone protection coverage;
(6) accident only coverage; and <—
(7) specified disease or specified accident coverage; AND <—
(8) SUPPLEMENTAL COVERAGE SHALL BE PERM TTED FOR ALL
PRECEDI NG CATEGORI ES OF COVERAGES W TH THE EXCEPTI ON OF
PARAGRAPH (7).
(b) Nothing in this section shall preclude the issuance of
any policy or contract which conbines two or nore of the
categories of coverage enunerated in paragraphs (1) through (6 <—
(7) of subsection (a).
(c) No policy or contract shall be delivered or issued for
delivery in this State which does not neet the prescribed
m ni mum st andards for the categories of coverage listed in
par agr aphs (1) through A (8) of subsection (a) which are <—
contained within the policy or contract unless the Insurance
Commi ssi oner finds such policy or contract will be in the public
i nterest and such policy or contract provides benefits that are
reasonable in relation to the prem um char ged.
(d) The Insurance Comm ssioner shall issue regulations
prescribing the nethod of identification of policies and
contracts based upon coverages provided.
Section 5. Qutline of Coverage.--(a) In order to provide for
full and fair disclosure in the sale of individual accident and
heal th i nsurance policies or subscriber contracts of a health
pl an corporation or a nonprofit health service plan or
certificates issued by fraternal benefit societies, no such
policy or contract shall be delivered or issued for delivery in

this State unless (H—nrthe case of adirect responseHnAsurance <—
produet— the outline of coverage described in subsection (b)
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El THER acconpani es the policy—+)r—i+n-at—ether—cases—the <—
outH-ne—of coverage—deseribed+n—subseetion{b) OR is delivered <—

to the applicant at the tine application is made and an

acknow edgnent of receipt or certificate of delivery of such

outline is provided the insurer. wththeappteatioen— In the <—
event the policy is issued on a basis other than that applied

for, an anmended outline of coverage properly describing the

policy or contract nust acconpany the policy or contract when it

is delivered. The anmended outline of coverage nust prom nently

state that it is not the policy or contract for which

appl i cation was nade.

(b) The Insurance Comm ssioner shall issue regulations
prescribing the format ef—all—peliecies—andfornms—as—well—as AND <—
CONTENTS of the outline of coverage required by subsection (a).
"Format" means style, arrangenent, and overall appearance,

i ncludi ng such itens as the size, color and prom nence of type
and the arrangenent of text and captions. The outline of
coverage shall include, in a formunderstandable to a person of
average intelligence and educati on:

(1) a statenent identifying the applicable category or
categories of coverage provided by the policy or contract as
prescribed in section 4;

(2) a description of the principal benefits and coverage
provided in the policy or contract;

(3) a statenment of the exceptions, reductions and
limtations contained in the policy or contract;

(4) a statenent of the renewal provisions including any
reservation by the insurer of a right to change prem uns; and

(5) a statenment that the outline is a summary of the policy

or contract issued or applied for and that the policy or
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contract should be consulted to determ ne governing contractual
provi si ons.

Section 6. Pre-existing Conditions.--(a) Notw thstanding the
provi sions of section 618(A)(2) of The |Insurance Conpany Law of
1921, if an insurer elects to use a sinplified application form
with or without a question as to the applicant's health at the
time of application, but w thout any questions concerning the
insured's health history or nedical treatnment history, the
policy nust cover any |loss occurring after 12 nonths from any
pre-existing condition not specifically excluded from coverage
by ternms of the policy, and, except as so provided, the policy

or contract shall not include wording that would permt a

def ense based upon pre-existing conditions.

SECTI ON 7. EFFECTI VE DATES OF REGULATI ONS. - - REGULATI ONS <—
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PROMULGATED UNDER THE ACT SHALL SPECI FY AN EFFECTI VE DATE

APPLI CABLE TO POLI CY AND BENEFI T RI DERS DELI VERED OR | SSUED FOR
DELI VERY IN TH S COMVONVEALTH ON AND AFTER SAlI D EFFECTI VE DATE
VWH CH SHALL NOT BE LESS THAN 180 DAYS AFTER THE ADGCPTI ON OR

o A W N P

PROMULGATI ON.
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