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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1071 5

| NTRODUCED BY RAPPAPORT, KOWALYSHYN, PI CCOLA, F. E. TAYLOR
LESCOVI TZ AND VROON, MAY 25, 1983

REFERRED TO COVM TTEE ON | NSURANCE, MAY 25, 1983
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AN ACT
Providing for the regulation of group accident and heal th

i nsurance; conferring powers and inposing duties on the

I nsurance Commi ssioner; prescribing penalties; and maki ng

repeal s.

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 nmay be cited as the G oup
Acci dent and Heal th I nsurance Reform Act.

Section 2. Types of group insurance permtted.

Group accident and health insurance is hereby declared to be
that form of accident and heal th insurance covering groups of
persons defined in this section with or without one or nore
menbers of their famlies or one or nore of their dependents, or
covering one or nore nenbers of the fanmlies or one or nore
dependents of such groups or persons. Except as provided in

section 3, no policy of group accident and health insurance

shall be delivered in this Comrmonweal th unless it conforns to
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one of the follow ng descriptions:

(1) A policy issued to any enployer or to the trustees
of a fund established by an enpl oyer, which enpl oyer or
trustees shall be deened the policyholder, to insure
enpl oyees of the enployer for the benefit of persons other
than the enpl oyer, subject to the follow ng requirenents:

(1) The enployees eligible for insurance under the
policy shall be all of the enployees of the enployer or
all of any class or classes thereof. The policy may
provi de that the term enpl oyees shall include the
enpl oyees of one or nore subsidiary corporations and the
enpl oyees, individual proprietors and partners of one or
nore affiliated corporations, proprietorships or
partnerships if the business of the enployer and of such
affiliated corporations, proprietorships or partnerships
i s under common control. The policy may provide that the
term enpl oyees shall include the individual proprietor or
partners if the enployer is an individual proprietorship
or partnership. The policy nay provide that the term
enpl oyees shall include retired enpl oyees, former
enpl oyees and the directors of a corporate enployer. A
policy issued to insure the enployees of a public body
may provide that the term enpl oyees shall include el ected
or appointed officials.

(i1i) The premiumfor the policy shall be paid either
fromthe enployer's funds or from funds contributed by
the insured enpl oyees, or from both. Except as provided
i n subparagraph (iii), a policy on which no part of the
premumis to be derived fromfunds contributed by the

i nsured enpl oyees nust insure all eligible enployees,
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except those who reject such coverage in witing.

(tit) An insurer may exclude or |imt the coverage
on any person as to whom evi dence of i ndividual
insurability is not satisfactory to the insurer.

(2) A policy issued to a creditor or its parent-hol ding
conpany or to a trustee or trustees or agent designated by
two or nore creditors, which creditor, holding conmpany,
affiliate, trustee, trustees or agent shall be deened the
pol i cyhol der, to insure debtors of the creditor or creditors,
with respect to their indebtedness, subject to the follow ng
requirenents:

(i) The debtors eligible for insurance under the
policy shall be all of the debtors of the creditor or
creditors or all of any class or classes thereof. The
policy may provide that the term "debtors” shall include:

(A) borrowers of noney or purchasers of |essees
of goods, services or property for which paynent is
arranged through a credit transaction;

(B) the debtors of one or nore subsidiary
cor porations; and

(C© the debtors of one or nore affiliated
corporations, proprietorships or partnerships if the
busi ness of the policyhol der and of such affiliated
corporations, proprietorships or partnerships is

under common control .

(i1i) The premiumfor the policy shall be paid either
fromthe creditor's funds or from charges collected from
the insured debtors, or fromboth. Except as provided in
subparagraph (iii), a policy on which no part of the

premumis to be derived fromfunds contributed by
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i nsured debtors specifically for their insurance nust
insure all eligible debtors.

(iti1) An insurer nmay exclude any debtors as to whom
evi dence of individual insurability is not satisfactory
to the insurer.

(iv) The total amount of the insurance payable with
respect to an indebtedness shall not exceed the greater
of the periodic schedul ed or actual anmount of unpaid
i ndebt edness, including with respect to nortgage
i ndebt edness, such real estate taxes and insurance costs
incident to the nortgaged property as may becone due
during the schedul ed period, to the creditor. The insurer
may exclude any paynents which are delinquent on the date
t he debtor becones disabled as defined in the policy.

(v) The insurance may be payable to the creditor or
any successor to the right, title and interest of the
creditor. Such paynment or paynments shall reduce or
extingui sh the unpai d i ndebt edness of the debtor to the
extent of each such paynent and any excess of the
i nsurance shall be payable to the insured or the estate
of the insured.

(vi) Notwi thstanding the precedi ng provisions of
this section, insurance on agricultural credit
transaction conmtnments may be witten up to the anount
of the |l oan commi tnent. |Insurance on educational credit
transaction conmtnments may be witten up to the anount
of the | oan conmtnent |ess the anmobunt of any repaynents
made on the | oan.

(3) A policy issued to a | abor union or simlar enployee

or gani zati on, which shall be deened to be the policyhol der,
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to insure nenbers of such union or organization for the
benefit of persons other than the union or organization or
any of its officials, representatives or agents, subject to
the foll ow ng requirenents:

(i) The nenbers eligible for insurance under the
policy shall be all of the nenbers of the union or
organi zation, or all of any class or classes thereof.

(i1i) The premiumfor the policy shall be paid either
fromfunds of the union or organization or from funds
contributed by the insured nenbers specifically for their
i nsurance, or from both. Except as provided in
subparagraph (iii), a policy on which no part of the
premumis to be derived fromfunds contributed by the
i nsured nmenbers specifically for their insurance nust
insure all eligible nenbers, except those who reject such
coverage in witing.

(tit) An insurer may exclude or |imt the coverage
on any person as to whom evi dence of i ndividual
insurability is not satisfactory to the insurer.

(4) A policy issued to a trust or to the trustees of a
fund established or adopted by two or nore enpl oyers, or by
one or nore | abor unions or simlar enployee organi zations,
or by one or nore enployers and one or nore |abor unions or
simlar enployee organi zations, which trust or trustees shal
be deened the policyholder, to insure enpl oyees of the
enpl oyers or nenbers of the unions or organi zations for the
benefit of persons other than the enpl oyers or the unions or
organi zati ons, subject to the foll ow ng requirenents:

(1) The persons eligible for insurance shall be al

of the enployees of the enployers or all of the nmenbers
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of the unions or organizations or all of any class or
cl asses thereof. The policy may provide that the term
enpl oyees shall include the enpl oyees of one or nore
subsidiary corporations and the enpl oyees, individual
proprietors and partners of one or nore affiliated
corporations, proprietorships or partnerships if the
busi ness of the enpl oyer and of such affiliated
corporations, proprietorships or partnerships is under
common control. The policy nay provide that the term
enpl oyees shall include the individual proprietor or
partners if the enployer is an individual proprietorship
or partnership. The policy nay provide that the term
enpl oyees shall include retired enpl oyees, former
enpl oyees 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.

(i1i) The premumfor the policy shall be paid from
funds contributed by the enployer or enployers of the
i nsured persons or by the union or unions or simlar
enpl oyee organi zations, or by both, or from funds
contributed by the insured persons or fromboth the
i nsured persons and the enployers or unions or simlar
enpl oyee organi zati ons. Except as provided in
subparagraph (iii), a policy on which no part of the
premumis to be derived fromfunds contributed by the
i nsured persons specifically for their insurance nust
insure all eligible persons, except those who reject such
coverage in witing.

(tit) An insurer may exclude or |imt the coverage
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on any person as to whom evi dence of i ndividual
insurability is not satisfactory to the insurer.

(5 (i) A policy issued to an association or to a trust
or to the trustees of a fund established, created or

mai ntai ned for the benefit of nenbers of one or nore
associ ati ons. The associ ation or associations shall have
at the outset a m ninmum of 100 persons, have been

organi zed and nmaintained in good faith for purposes other
than that of obtaining insurance, have been in active

exi stence for at |east one year and have a constitution
and byl aws whi ch provide that:

(A) The association or associations hold regul ar
nmeetings not less than annually to further purposes
of the menbers.

(B) Except for credit unions, the association or
associ ations collect dues or solicit contributions
from nmenbers.

(© The nenbers have voting privil eges and
representation on the governing board and conmttees.
(i1i) The policy shall be subject to the follow ng

requirenents:

(A) The policy may insure nenbers of such
associ ation or associ ations, enployees thereof or
enpl oyees of nenbers, or one or nore of the preceding
or all of any class or classes thereof for the
benefit of persons other than the enpl oyees’
enpl oyer.

(B) The premiumfor the policy shall be paid
fromfunds contributed by the association or

associ ations or by enpl oyer nenbers, or by both, or
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fromfunds contributed by the covered persons or from

both the covered persons and the associ ation,

associ ations or enpl oyer nenbers.

(C Except as provided in clause (D), a policy
on which no part of the premiumis to be derived from
funds contributed by the covered persons specifically
for their insurance nust insure all eligible person,
except those who reject such coverage in witing.

(D) An insurer may exclude or limt the coverage
on any person as to whom evi dence of i ndividual
insurability is not satisfactory to the insurer.

(6) A policy issued to a credit union or to a trustee or
trustees or agent designated by two or nore credit unions,
whi ch credit union, trustee, trustees or agent shall be
deened the policyholder, to insure nmenbers of such credit
union or credit unions for the benefit of persons other than
the credit union or credit unions, trustee or trustees or
agent or any of their officials, subject to the follow ng
requirenents:

(1) The nenbers eligible for insurance shall be al
of the menbers of the credit union or credit unions or
all of any class or classes thereof.

(ii) The premiumfor the policy shall be paid by the
pol i cyhol der fromthe credit union's fund and, except as
provi ded in subparagraph (iii), must insure all eligible
menbers.

(tit) An insurer may exclude or |imt the coverage
on any nenber as to whom evi dence of i ndividual
insurability is not satisfactory to the insurer.

(7) A policy issued to cover persons in a group where
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that group is specifically described by a law of this

Commonweal th as one which may be covered for group life

i nsurance. The provisions of such law, relating to

eligibility and evidence of insurability, shall apply.
Section 3. Oher groups.

(a) Requirenents.--Goup accident and health i nsurance
offered to a resident of this Comonweal th under a group
acci dent and health insurance policy issued to a group, other
t han one described in section 2, shall be subject to the
foll owi ng requirenents:

(1) No such group accident and health i nsurance policy
shall be delivered in this Commonweal 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.

(ii) The issuance of the 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 coverage
may be offered in this Comonweal th by an insurer under a
policy issued in another state unless this Commonweal th or
anot her state having requirenents substantially simlar to
t hose contained in paragraph (1)(iii) have nade a
determ nation that such requirenments have been net.

(3) The premiumfor the policy shall be paid either from
the policyholder's funds or fromfunds contributed by the
covered persons, or from both.

(4) An insurer may exclude or Iimt the coverage on any

person as to whom evi dence of individual insurability is not

19830H1071B1230 - 9 -



© 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

satisfactory to the insurer.

(5) |If conpensation of any kind will or may be paid to
t he policyholder in connection with the group policy, the
i nsurer shall cause to be distributed to prospective
insureds, a witten notice that conpensation will or may be
pai d. The notice shall be distributed:

(i) Wether conpensation is direct or indirect.

(i) \Wether the conpensation is paid to or retained
by the policyholder, or paid to or retained by a third
party at the direction of the policyholder or any entity
affiliated with the policyhol der by ownership, contract
or enpl oynent.

(b) Notice.--The notice required by this subsection shall be
pl aced on or acconpany any docunent designed for the enroll nment
of prospective insureds.

Section 4. Dependent group health insurance.

Except for a policy issued under section 2(2), a group health
i nsurance policy may be extended to insure the enpl oyees or
menbers with respect to their famly menbers or dependents, any
cl ass or classes thereof subject to the foll ow ng:

(1) The premiumfor the insurance shall be paid either
fromfunds contributed by the enpl oyer, union, association or
ot her person to whomthe policy has been issued or from funds
contributed by the covered persons, or from both. Except as
provi ded in paragraph (2), a policy on which no part of the
premumfor the fam |y nmenbers or dependents coverage is to
be derived fromfunds contributed by the covered persons nust
insure all eligible enployees or nenbers with respect to
their fam |y nmenbers or dependents or any class or classes

t her eof .
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(2) An insurer may exclude or Iimt the coverage on any
fam |y menber or dependent as to whom evi dence of individual
insurability is not satisfactory to the insurer.
Section 5. Goup accident and health insurance standard
provi si ons.

No policy of group health insurance shall be delivered or
i ssued for delivery in this Cormmonweal th unless it contains in
substance the follow ng provisions, or provisions which in the
opi nion of the comm ssioner are nore favorable to the persons
insured, or at |least as favorable to the persons insured and
nore favorable to the policyhol der. Paragraphs (6), (8) and (13)
shall not apply to dental insurance and paragraphs (6), (8) and
(13) shall not apply to policies issued to a creditor to insure
debtors of such creditor. The standard provisions required for
i ndi vi dual health insurance policies shall not apply to group
heal th insurance policies. If any provision of this section is
in whole or in part inapplicable to or inconsistent with the
coverage provided by a particular formof policy, the insurer,
with the approval of the comm ssioner, shall omt from such
policy any inapplicable provision or part of a provision and
shall nodify any inconsistent provision or part of the provision
in such manner as to make the provision as contained in the
policy consistent with the coverage provided by the policy:

(1) A provision that the policyholder is entitled to a
grace period of 31 days for the paynent of any prem um due
except the first, during which grace period the policy shal
continue in force, unless the policyhol der shall have given
the insurer witten notice of discontinuance of the coverage
in advance of the date of discontinuance and in accordance

with the ternms of the policy. The policy may provide that the
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pol i cyhol 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 period.

(2) A provision that the validity of the policy shal
not be contested, except for nonpaynment of prem uns, after it
has been in force for two years fromits date of issue and
that no statenment made by any person covered under the policy
relating to insurability shall be used in contesting the
validity of the insurance with respect to which such
statenment was made after such insurance has been in force
prior to the contest for a period of two years during such
person's |lifetime, nor unless it is contained in a witten
i nstrument signed by the person making such statenent. This
provi sion shall preclude the assertion at any tinme of
def enses based upon the person's ineligibility for coverage
under the policy or upon other provisions in the policy which
relate to eligibility for coverage.

(3) A provision that a copy of the application, if any,
of the policyholder shall be attached to the policy when
i ssued, that all statenents made by the policyhol der or by
t he persons insured shall be deened representations and not
warranties, and that no statenment nmade by any person insured
shall be used in any contest unless a copy of the instrunent
containing the statenment is or has been furnished to such
person or, in the event of the death or incapacity of the
i nsured person, to the individual's beneficiary or personal
representative.

(4) A provision that no agent has authority to change
the policy or waive any of its provisions and that no change

in the policy shall be valid unless approved by an officer of
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the insurer and evidenced by an endorsenent on the policy, or
by rider or amendnment to the policy signed by the insurer.
Any amendnment which reduces or elimnates coverage mnust
either be requested in witing by the policyhol der or signed
by the policyhol der.

(5) A provision setting forth the conditions, if any,
under which the insurer reserves the right to require a
person eligible for insurance to furnish evidence of
i ndi vidual insurability satisfactory to the insurer as a
condition to part or all of the individual's coverage.

(6) A provision specifying the additional exclusions or
limtations, if any, applicable under the policy with respect
to a di sease or physical condition of a person, not otherw se
excl uded fromthe person's coverage by name or specific
description effective on the date of the person's |oss, which
exi sted prior to the effective date of the person's coverage
under the policy. Any such exclusion or |[imtation nmay only
apply to a di sease or physical condition for which nedical
advice or treatnment was received by the person during the 12
nmonths prior to the effective date of the person's coverage.
In no event shall such exclusion or limtation apply to |oss
incurred or disability comrencing after the earlier of:

(i) The end of a continuous period of 12 nonths
commenci ng on or after the effective date of the person's
coverage during all of which the person has received no
medi cal advice or treatnent in connection with such
di sease or physical condition.

(ii) The end of the two-year period commenci ng on
the effective date of the person's coverage.

(7) A provision specifying the ages, if any, to which
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t he insurance provided shall be Iimted and the ages, if any,
for which additional restrictions are placed on benefits and
the additional restrictions placed on the benefits at such
ages. If the premuns or benefits vary by age, there shal

al so be a provision specifying an equitabl e adjustnment of
prem unms or of benefits, or both, to be nade in the event the
age of a covered person has been m sstated, such provision to
contain a clear statenent of the method of adjustnent to be
used. In no event, however, shall coverage be required for
any person during any period when, according to his correct
age, coverage would otherwi se not be provided for himunder

t he policy.

(8) A provision that the insurer will issue to the
policyhol der for delivery to each person insured a
certificate setting forth a statenment as to the insurance
protection to which that person is entitled, to whomthe
i nsurance benefits are payable, and a statenment as to any
famly menber's or dependent's coverage. Only one certificate
need be issued for each famly unit.

(9) A provision that witten notice of claimnmnust be
given to the insurer within 20 days after the occurrence or
commencenent of any | oss covered by the policy. Failure to
give notice within such tinme shall not invalidate nor reduce
any claimif it shall be shown not to have been reasonably
possi ble to give such notice and that notice was given as
soon as was reasonably possible.

(10) A provision that the insurer will furnish to the
person making claim or to the policyholder for delivery to
such person, such forns as are usually furnished by it for

filing proof of loss. If such fornms are not furnished before
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the expiration of 15 days after the insurer receives notice
of any claimunder the policy, the person making such claim
shall be deened to have conplied with the requirenments of the
policy as to proof of |oss upon submtting within the tine
fixed in the policy for filing proof of loss, witten proof
covering the occurrence, character and extent of the | oss for
whi ch claimis nade.

(11) A provision that in the case of claimfor |oss of
time for disability, witten proof of such |oss nust be
furnished to the insurer within 90 days after the
commencenent of the period for which the insurer is |iable,
and that subsequent witten proofs of the continuance of such
di sability must be furnished to the insurer at such intervals
as the insurer may reasonably require, and that in the case
of claimfor any other |loss, witten proof of such | oss nust
be furnished to the insurer within 90 days after the date of
such loss. Failure to furnish such proof within such tine
shall not invalidate nor reduce any claimif it was not
reasonably possible to furnish such proof within such tine,
provi ded such proof is furnished as soon as reasonably
possi ble and in no event, except in the absence of | egal
capacity of the claimant, later than one year fromthe tine
proof is otherw se required.

(12) A provision that all benefits payabl e under the
policy other than benefits for loss of time will be payable
not nore than 60 days after receipt of proof and, that
subj ect to due proof |oss, all accrued benefits payabl e under
the policy for loss of tinme will be paid not |ess frequently
than nmonthly during the continuance of the period for which

the insurer is liable and that any bal ance renai ning unpaid
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at the termnation of such period will be paid as soon as
possi bl e after recei pt of such proof.

(13) A provision that benefits for loss of life of the
person insured shall be payable to the beneficiary or
beneficiaries designated by the person insured. However, if
the policy contains conditions pertaining to fam |y status,
the beneficiary may be the famly nmenber specified by the
policy terms. In either case, paynent of these benefits is
subject to the provisions of the policy in the event no such
desi gnated or specified beneficiary is living at the date of
the person insured. Al other benefits of the policy shall be
payabl e to the person insured, except that the group policy
may provide that all or any portion of any benefits on
account of hospital, nedical, surgical or other services may,
at the insurer's option, be paid directly to the hospital or
person rendering such services. The policy may al so provide
that if any benefit is payable to the estate of a person, or
to a person who is a mnor or otherw se not conpetent to give
a valid release, the insurer may pay such benefit, up to an
amount not exceeding $5,000 to any relative by bl ood or
connection by nmarriage of such person who is deenmed by the
insurer to be equitably entitled thereto. Any paynent made by
the insurer in good faith pursuant to the foregoing
provi sions shall discharge the insurer's obligation with
respect to the extent of such paynent.

(14) A provision that the insurer shall have the right
and opportunity to exam ne the person of the individual for
whom claimis made when and so often as it nmay reasonably
require during the pendency of claimunder the policy and

al so the right and opportunity to nake an autopsy in case of
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1 death where it is not prohibited by |aw

2 (15) A provision that to the group originally insured

3 may be added fromtine to tinme eligible new enpl oyees or

4 menbers or dependents, as the case may be, in accordance wth
5 the ternms of the policy.

6 (16) A provision that no action at law or in equity

7 shall be brought to recover on the policy prior to the

8 expiration of 60 days after proof of |oss has been filed in

9 accordance with the requirenents of the policy and that no

10 such action shall be brought at all unless brought within

11 three years fromthe expiration of the tinme wi thin which

12 proof of loss is required by the policy.

13 (17) In the case of a policy insuring debtors, a

14 provision that the insurer will furnish to the policyhol der
15 for delivery to each debtor insured under the policy a

16 certificate of insurance describing the coverage and

17 speci fying that the benefits payable shall first be applied
18 to reduce or extinguish the indebtedness.

19 Section 6. Handi capped persons.
20 A policy delivered or issued for delivery on or after January
21 1, 1968 under which coverage of a dependent of an enpl oyee or
22 other nenber of the insured group term nates at a specified age
23 shall, with respect to an unmarried child covered by the policy
24 prior to the attainnent of the age of 19 who is incapable of
25 sel f-sustaining enploynent by reason of nmental retardation or
26 physical handi cap and who becane so incapable prior to
27 attainnent of age 19 and who is chiefly dependent upon such
28 enpl oyee or nenber for support and mai ntenance, not so term nate
29 while the insurance of the enpl oyee or nenber or nenber renains

30 in force and the dependent remains in such condition, if the
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i nsured enpl oyee or nenber has within 31 days of such
dependent's attai nnment of the term nation age subnmitted proof of
such dependent's incapacity as described herein. The foregoing
provi sions of this section shall not require an insurer to

i nsure 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 requirenents for evidence of
insurability or other provisions as may be stated in the group
policy required for coverage thereunder to take effect. In any
such case the terns of the policy shall apply with regard to the
coverage or exclusion from coverage of such dependent.

Section 7. Conversion privileges.

A group policy delivered or issued for delivery in this
Commonweal th whi ch provides hospital, surgical or major nedica
expense insurance, or any conbination of these coverages, on an
expense incurred basis, but not a policy which provides benefits
for specific diseases or for accidental injuries only, shal
provi de that an enpl oyee or nenber whose insurance under the
group policy has been term nated for any reason, including
di sconti nuance of the group policy inits entirety or with
respect to an insured class, and who has been conti nuously
i nsured under the group policy, and under any group policy
providing simlar benefits which it replaces, for at |east three
nmonths i medi ately prior to termnation, shall be entitled to
have issued to himby the insurer a policy of health insurance,
hereafter referred to as the converted policy. An enployee or
menber shall not be entitled to have a converted policy issued
to himif termnation of his insurance under the group policy

occurred because he failed to pay any required contribution, or
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any di sconti nued group coverage was replaced by simlar group
coverage within 31 days. |ssuance of a converted policy shall be

subject to the foll ow 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 custonary rate applicable to the form and
anmount 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.

(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 his 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 such person is or
coul d be covered by Medicare under Title XVIII of the Federal
Soci al Security Act as added by the Social Security
Amendnent s of 1965 or as | ater anmended or superseded.
Furthernore, the insurer shall not be required to issue a
converted policy covering any person if:

(1) (A such person is covered for simlar benefits

by anot her hospital, surgical, nedical or ngjor

19830H1071B1230 - 19 -



1 nmedi cal expense insurance policy or hospital or

2 nmedi cal service subscriber contract or nedica

3 practice or other prepaynent plan or by any other

4 pl an or program

5 (B) such person is eligible for simlar

6 benefits, whether or not covered therefor, under any
7 arrangenent of coverage for individuals in a group

8 whet her on an insured or uninsured basis; or

9 (C simlar benefits are provided for or

10 avai |l abl e to such person, pursuant to or in

11 accordance with the requirenents of any State or

12 Federal |aw, and

13 (i1i) the benefits provided under the sources

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

15 benefits provided or avail abl e under the sources referred
16 to in subparagraph(i)(B) and (C) for such person together
17 with the benefits provided by the converted policy, would
18 result in overinsurance according to the insurer's

19 standards. The insurer's standards nust bear sone
20 reasonabl e relationship to actual health care costs in
21 the area in which the insured lives at the tinme of
22 conversion and nust be filed with the conm ssioner prior
23 to their use in denying coverage.
24 (7) A converted policy may include a provision whereby
25 the insurer may request information in advance of any prem um
26 due date of such policy of any person covered thereunder as
27 t o whet her:
28 (1) he is covered for simlar benefits by another
29 hospital, surgical, nedical or najor medical expense
30 i nsurance policy or hospital or nedical service

19830H1071B1230 - 20 -
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subscri ber contract or nedical practice or other
prepaynent plan or by any other plan or program

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

(ti1) simlar benefits are provided for or are
avai |l abl e to such person, pursuant to or in accordance
with the requirenents 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
t hereunder for the follow ng reasons only:

(A) Either the benefits provided under the
sources referred to in subparagraphs (i) and (ii) for
such person or benefits provided or avail abl e under
the sources referred to in this subparagraph for such
person, together with the benefits provided by the
converted policy, would result in overinsurance
according to the insurer's standards on file with the
conmi ssioner or the converted policy holder 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 XVIII1 of the Federal
Soci al Security Act as added by the Social Security
Amendnent s of 1965 or as | ater anmended or superseded,
or under any other State or Federal |aw providing for
benefits simlar to those provided by the converted
policy.

(D) O her reasons approved by the comm ssioner.
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(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) The converted policy shall not exclude a preexisting
condi tion not excluded by the group policy. However,
converted policy may provide that any hospital, surgical or
nmedi cal benefits payabl e thereunder may be reduced by the
anount of any such benefits payabl e under the group policy
after the termnation of the individual's insurance
t hereunder. The converted policy may al so i nclude provisions
so that during the first policy year the benefits payable
under the converted policy, together with the benefits
payabl e under the group policy shall not exceed those that
woul d have been payabl e had the individual insurance under
the group policy remained in force and effect.

(10) 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 basic hospital or
surgi cal expense insurance, the enployee or nmenber shall be
entitled to obtain a converted policy providing, at his
option, coverage on an expense incurred basis under any of
the plans neeting the follow ng requirenents:

(1) Plan A

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

(B) M scellaneous hospital expense benefits of a
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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 roomand board daily expense
benefits in a maxi mum dol | ar anmount equal to 75% of
t he maxi num dol | ar anmount determ ned 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
a maxi mum benefit of $600.

(iii) Plan C

(A) Hospital roomand board daily expense
benefits in a maxi mum dol | ar anmount equal to 50% of
t he maxi num dol | ar anpbunt determ ned 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

- 23 -
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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 himfromtine to
time as to converted policies issued subsequent to such
redeterm nation. Such redeterm nation shall not be nade nore
often than once in three years. The nmaxi mum dol |l ar anounts in
Plans A, B and C shall be rounded to the nearest nultiple 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:

(i) A maxi mum benefit at |east equal to either, at
the option of the insurer.
(A) The smaller of the follow ng anounts: the
maxi mum benefit provided under the group policy or a
maxi mum paynment of $250, 000 per covered person for
all covered nedi cal expenses incurred during the
covered person's lifetine.
(B) The smaller of the follow ng anounts: the
maxi mum benefit provided under the group policy or a
maxi mum paynment of $250, 000 for each unrelated injury
or sickness.
(i1i) Paynent of benefits at the rate of 80% of
covered nedi cal expenses which are in excess of the

deductible, until 20% of such expenses in a benefit
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period reaches $1, 000, after which benefits will be paid
at the rate of 100% during the remai nder of such benefit
period. Paynent of benefits for outpatient treatnent of
mental illness, if provided in the converted policy, nmay
be at a |l esser rate but not |ess than 50%
(ti1) A deductible for each benefit period which, at
the option of the insurer, shall be:
(A) the sumof the benefits deductible and $100;
(B) a cash deductible, not to exceed $1, 000;
(C the greater of the benefits deductible or
$500; or
(D) the correspondi ng deductible in the group
policy.
The term benefit deductible, as used herein, neans the
val ue of any benefits provided on an expense incurred
basis which are provided with respect to covered nedi cal
expenses by any other hospital, surgical or nedical
i nsurance policy or hospital or nedical service
subscri ber contract or nedical practice or other
prepaynent plan, or any other plan or program whether on
an insured or uninsured basis or in accordance with the
requi renents of any State or Federal |aw and, if pursuant
to paragraph (12), the converted policy provides both
basi ¢ hospital or surgical coverage and najor nedi cal
coverage, the value of such basic benefits. If the
maxi mum benefit is determ ned by clause (B), the insurer
may require that the deductible be satisfied during a
period of not less than three nonths if the deductible is
$100 or less, and not less than six nonths if the

deducti bl e exceeds $100.
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(iv) The benefit period shall be each cal endar year
when the maxi num benefit is determ ned by clause (A) or
24 nont hs when the maxi num benefit is determ ned by
cl ause (B).

(v) The term covered nedical expenses, as used
above, shall include at least, in the case of hospital
room and board charges, the | esser of the dollar anmount
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 anpunt for charges in an intensive care unit.
Any surgical schedul e shall be consistent with those
customarily offered by the insurer under group or
i ndi vi dual health insurance policies and nust provide at
| east a $1, 200 maxi num 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, make 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
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. The policy shall conformto
the requirenments of paragraph (11) but an insurer electing to
provi de such a policy shall make avail able a | ow deducti bl e
option, not to exceed $100, a high deductible option between
$500 and $1,000, and a third deductible option nm dway between
t he high and | ow deducti bl e options.

(13) The insurer nmay, at its option, also offer
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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 XVII1 of the Federal Social Security Act
as added by the Social Security Amendnments of 1965 or as
| at er anended or superseded, or under any other State or
Federal |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 menber, 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

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
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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 above with

respect to such term nation

(17) If the benefit levels required in paragraph (10)
exceed the benefit |levels 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,
provided that if such notice be given nore than 15 days but
| ess 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 such notice. If such notice be not given within 90 days
after the date of term nation of group coverage, the tine
all owed for the exercise of such conversion privil ege shal
expire at the end of such 90 days. Witten notice by the

contract holder given to the certificate holder or nailed to
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the certificate holder at his |last known address, or witten
notice by the insurer nailed 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
par agraph 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 also give witten
notice of termnation of the group contract to any
organi zati on or organi zations representing such certificate
hol der for the purpose of collective bargaining, and the
enpl oyer shall provide to the insurer a witten list of such
organi zations within ten days after the date the policy is
i ssued and thereafter within ten days of the beginning or
term nation of representation by any such organi zati on of any
certificate holder or holders, which list shall identify the
col | ective bargaining 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 of any nature shall arise
agai nst, any | abor organi zation representing the enpl oyees of
a contract holder 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
par agr aph unl ess shown to have been done in bad faith with
malice in fact by any such organi zation. Conpliance or
nonconpl i ance with the provisions of this paragraph shall in

no way affect the rights, duties or obligations of the
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1 contract holder, insurer or certificate holder as otherw se
2 set forth in this act.

3 (21) A converted policy which is delivered outside this
4 Commonweal th may be on a formwhich could be delivered in

5 such other jurisdiction as a converted policy had the group
6 policy been issued in that jurisdiction.

7 Section 8. Repeals.

8 Section 621.2(a)(6) and (d) of the act of May 17, 1921

9 (P.L.682, No.284), known as The | nsurance Conpany Law of 1921,
10 are repeal ed.
11 Section 9. Effective date.
12 This act shall take effect in 180 days.
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