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No. 54

AN ACT

HB646

To provide reasonablestandardizationandsimplification of termsandcoverages
of individualaccidentandhealthinsurancepoliciesandsubscribercontractsof
healthplan corporations,nonprofit healthserviceplans andcertificatesissued
by fraternalbenefitsocietiesto facilitate public understandingandcomparison,
to eliminate provisionscontainedin individual accidentandhealthinsurance
policies and subscribercontractsof healthplan corporationsandnonprofit
healthserviceplans andcertificatesissuedby fraternalbenefitsocietieswhich
may be misleadingor unreasonablyconfusingin connectioneitherwith the
purchaseof suchcoveragesor with thesettlementof claims,andto providefor
full disclosurein the saleof accidentandhealthcoverages.

The GeneralAssembly of the Commonwealthof Pennsylvaniahereby
enactsas follows:

Section 1. ShortTitle.—Thisact shallbe knownandmay becited as
the “Individual Accident and SicknessInsuranceMinimum Standards
Act.”

Section2. Definitions.—(a)As used in this act:
“Accident andhealthinsurance”meansinsurancewritten undersection

202(a)(1) and (2) (other than life insuranceandannuities)andsection
202(c)(2) of TheInsuranceCompanyLaw of 1921 and40 Pa.C.S. § 6526,
otherthancredit accidentandhealthinsurance.

“Forms” means policies, contracts, riders, endorsements,and
applicationssubjectto approvalby the InsuranceCommissioner,under
section354 of The InsuranceCompanyLaw of 1921 or section11 of the
Voluntary Nonprofit Health ServiceAct of 1972,or 40 Pa.C.S.§~6124
and 6329.

“Policy” meansthe entirecontractbetweenthe insurerandtheinsured,
includingthe policy, riders,endorsementsandtheapplication,if attached,
andalso includessubscribercontractsissuedby healthplancorporations,
nonprofit healthserviceplansand certificatesissuedby fraternalbenefit
societies.

(b) Health plan corporations,nonprofit health service plans and
fraternalbenefitsocietiesshallbe deemedto beengagedin the businessof
insurance.

Section 3. Standardsfor Policy Provisions.—(a)The Insurance
Commissionershall issue regulations to establish specific standards,
including standardsof full andfair disclosure,that set forth the manner,
contentand requireddisclosuresfor their salefor individual policies of
accident and health insuranceand subscribercontractsof health plan
corporationsandnonprofit healthserviceplansandcertificatesissuedby
fraternal benefitsocietiesand requireddisclosuresfor their sale. These
regulationsshall bein additionto applicablelaws ofthisCommonwealth
andmay cover but shall not be limited to:
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(1) terms of renewability;
(2) initial and subsequentconditionsof eligibility;
(3) non-duplicationof coverageprovisions;
(4) coverageof dependents;
(5) pre-existingconditions;
(6) terminationof insurance;
(7) probationaryperiods;
(8) limitations;
(9) exceptions;

(10) reductions;
(11) elimination periods;
(12) requirementsfor replacement;
(13) recurrentconditions;and
(14) thedefinitionof terms,includingbutnotlimited to, thefollowing:

“hospital,” “accident,” “sickness,” “injury,” “physician,” “accidental
means,” “total disability,” “partial disability,” “nervous disorder,”
“guaranteedrenewable,”and “non-cancellable.”

(b) The InsuranceCommissionermay issue regulationsthat specify
prohibited policy provisions not otherwise specifically prohibited by
statutewhich in the opinion of the InsuranceCommissionerare unjust,
unfair, or unfairly discriminatory to the policyholder, subscriber,any
personinsuredunderthe policy, or beneficiary.

Section 4. Minimum Standardsfor Benefits.—(a) The Insurance
Commissionershall issueregulationsto establishminimumstandardsfor
benefitsundereachof the following categoriesof coveragein individual
policiesof accidentandhealthinsuranceandsubscribercontractsof health
plancorporationsandnonprofithealthserviceplansandcertificatesissued
by fraternalbenefitsocieties:

(I) basichospital expensecoverage;
(2) basic medical-surgicalexpensecoverage;
(3) hospitalconfinementindemnitycoverage;
(4) major medicalexpensecoverage;
(5) disability incomeprotectioncoverage;
(6) accidentonly coverage;
(7) specifieddiseaseor specifiedaccidentcoverage;and
(8) supplemental coverage shall be permitted for all preceding

categoriesof coverageswith the exceptionof paragraph(7).
(b) Nothingin this sectionshallprecludetheissuanceof anypolicy or

contract which combinestwo or more of the categoriesof coverage
enumeratedin paragraphs(1) through (7) of subsection(a).

(c) No policy or contractshall bedeliveredor issuedfordeliveryin this
Statewhich doesnot meetthe prescribedminimum standardsfor those
categoriesof coveragelisted in paragraphs(1)through(8)ofsubsection(a)
which are containedwithin the policy or contractunlessthe Insurance
Commissionerfinds that suchpolicy or contractwill notbe unjust,unfair
or unfairly discriminatory to the policyholder,subscriber,any person
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insuredunderthe policy, or beneficiary.Changestoa policy or contract
required by regulations promulgatedpursuant to this act, including
changesto premium rates applicable thereto, shall be permitted by
endorsementor rider unlessthe commissionershall determinethat such
changeor changessubstantiallyaltersthe policy or contract.

(d) Notwithstandingany other provision of this act or regulations
promulgatedhereunder,any policy or contractsubmittedfor approval
which does not meet the prescribedminimum standardsfor those
categoriesof coveragelistedin paragraphs(1)through(8)ofsubsectiozi(a)
whicharecontainedwithin the policy orcontractmaybeapprovedif, in the
opinion of the InsuranceCommissioner,such policy or contract is not
unjust,unfair, or unfairly discriminatoryto the policyholder,subscriber,
any personinsuredunderthe policy or beneficiary.

(e) The InsuranceCommissionershall issueregulationsprescribing
themethodof identificationof policiesandcontractsbaseduponcoverages
provided.

Section5. Outline of Coverage.—(a)In order to providefor full and
fair disclosurein the sale of individual accidentand health insurance
policiesor subscribercontractsof ahealthplancorporationor a nonprofit
health service plan or certificatesissuedby fraternal benefit societies,
except for supplementalpolicies sold on the debit plan, andexceptfor
ridersor amendmentsto policies orcontracts,no sch policy or contract
shall be deliveredor issuedfor delivery in this Stateunlessthe outlineof
coveragedescribedin subsection(b) eitheraccompaniesthe policy or is
deliveredto the applicantat the timeapplicationis made.

(b) The InsuranceCommissionershall issue regulationsprescribing
the formatandcontentsof the outline of coveragerequiredby subsection
(a).“Format”meansstyle,arrangement,andoverallappearance,including
suchitemsasthesize,colorandprominenceoftypeandthearrangementof
text and captions. The outline of coverageshall include, in a form
understandableto a personof averageintelligenceandeducation:

(1) a statementidentifying the applicablecategoryor categoriesof
coverageprovided by the policy or contractas prescribedin section4;

(2) a descriptionof theprincipalbenefitsandcuverageprovidedin the
policy or contract;

(3) astatementof theexceptions,reductionsandlimitationscontained
in the policy or contract;

(4) astatementof therenewalprovisionsincludingany reservationby
the insurerof a right to changepremiums;and

(5) a statementthat the outlineis a summaryof thepolicy or contract
issuedor appliedfor andthat thepolicy or contractshouldbeconsultedto
determinegoverningcontractualprovisions.

Section 6. Pre-existing Conditions.—(a) Notwithstanding the
provisionsof section618(A)(2) of The InsuranceCompanyLawof 1921,if
an insurerelectsto usea simplified applicationform, with or without a
questionasto theapplicant’shealthatthe time ofapplication,butwithout
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anyquestionsconcerningtheinsured’shealthhistoryor medicaltreatment
history,the policy mustcoveranyloss occurringafter 12 monthsfrom any
pre-existingconditionnotspecificallyexcludedfrom coverageby termsof
the policy, and,exceptas soprovided, the policy or contractshall, not
include wording that would permit a defensebasedupon pre-existing
conditions.Changesto policies or contractsrequiredunderthis section,
includingchangesto premiumratesapplicablethereto,shallbepermitted
by endorsementor rider.

Section7. EffectiveDatesof Regulations;Hearings.—AlIregulations
promulgatedunderthis act, includingthoserelatingto section4(c), shall
specifyaneffectivedateapplicableto policies or benefitridersdeliveredor
issuedfor delivery in this Commonwealthon or aftersaid effective date
whichshallnot be lessthan365 daysaftertheiradoptionor promulgation.
All regulations promulgated pursuant to this act shall be issued in
accordancewith the applicableprovisions of the act of July 31, 1968
(P.L.769, No.240), known as the “CommonwealthDocumentsLaw.”
Public hearingsshall be held prior to the promulgationof any such
regulation, including a verbatimtranscriptandcross-examinationof all
witnessesin accordancewith applicable rules of procedure,unlesssuch
regulationor amendmentis insubstantial.The order promulgatingany
suchregulationshall containfindings andthe reasonsfor the regulation;
providedthat this sectionshall notcreateor permit any right ofactionat
law or equity not otherwiseauthorizedor permittedunderthe law of the
Commonwealth.Copiesof suchordersshallbe mailedto thoseappearing
of recordat the hearing.

APPROVED—The18thday of May, A. D. 1976.

MILTONJ. SHAPP


