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I. Purpose of Proposed Legislation

An act Eo provide reasonable standardization and sinplification
of terms and eoverages of individual aceident and health insurance policies
and subscriber contracts of health plan corporations r nonProfit health
service plans and certificates issued by fraternal benefit societies to
facilitate public understanding and comparison, to eliminate provisions
contained in individual aceident and health insurance policies and sub-
scriber contracts of health plan corporations and nonprofit health service
plans and certificates issued by fraternal benefit societies which rnay be
misleading or unreasonably confusing in connection either with the purchase
of such eoverages or with the set,tlement of claims, and to provide for fulL
disclosure in the sale of aecident and health coverages.

This bill constitut,es an irnportant pieee of umbrella legisLatlon
and is one of the Insurance DeparEmentts highest priorities. The bill ls
basicall-y enabling in its content, granEing the- Insurance Commissioner
the power to promulgate regulations determining minimum standards in
accident and health coverage, benefits , and policy provisions . Iu the area
of policy provislons the Insurance Commissioner would be given the Power
to standard|ze--

(1) terms of renewabilitY,
(2) initial and subsequent conditions of eligibility,
(3) non-duplication of eoverage provisions t
(4) coverage of dependeirts,
(5) pre-existing conditions,
(6) ter:mination of insurance,
(7) probationary periods,
(8) limitations,
(9) exceptions,

(10) reductions,
(11) ellmination periods,
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(12)
(r-3)
(rzr1

V. Relationship With 0ther BilLs

Although this bill may be
concernlng lnsurance, generally

VI. Repealed Legislation

None.

requirements for replacement,
recurrent eonditions,
standardizing the deflnitlon of terros relating to

accident and health policies.

In the area of accident and health benefits themselves, the
Insurance Cormissioner would be empowered to standardize:

basic hospital expense coverage,
basic medical-surgical expense coverage,
hospital confinement indemnity coverage,
maj or rnedical expense coverage ,
disability income protectlon converage,
accident only coverage,
specified disease or speeified acciderlt coverage.

Generally, the Insurance CommissLoner would be able to determlne
standards of readabiLlty and disclosure.

In addition to overall standardization in this branch of the
insurance indus tr! t the bill wil-1 enable the Insurance Department to
deal with numerous presslng issues such as discrimination in coverage,
availability and convertiblLtty, based on race, sex, geographyr or
other unwarranted factors. Similarly, the bill wlLl enable the
Insurance Departoent to deal more effeetively with much neglected areas
of coverage sueh as payments for nental lLlness hospitalization and
rehabiLitation.

II. Persons Affected by this Legislation

Insurance companies se}llng or authorized to sell policies of
Lnsurance governed by this bil1.

III. Local Government Unlts Affected

None.

IV. Enforceroent

No new provisions.

(1)
(2)
(3)
(4)
(s)
(5)
(7)

considered to be part of the package
ls excLusive ln effect and lntent.
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VII. Supporting and Opposing Organizations

This bill has the support of the Insurance Pederation of PennsylvanLa,
the Pennsylvania AIL-CIO, the Insurance Tederatlon of Pennsylvania, and
the Pennsylvanla Insurance DeParlment. A1so, U. S. Steel Workers of Arnerlca Union

. A. This bil1, if enacted, would enable the Insurance Corrrmissioner to
adopt rules and reguLations which would standardize policy terms, coverages,
exelusions and condiEions, in the area of individual accident and heaLth
insurance.

Frequently consumers are rnisled by the complexities of accident
and health policies ard by non-standardized definitions of terms, coverages,
exclusions and conditions and assume they have comprehensive coverage in
areas where it is actually lacki.ng.

For example, some policies contain ttconfinementil provisions for
the collection of disabillty benef its, I^lhat happens if a disabled person
feels well enough one day to walk to the grocery store and this becomes
knovm to the Insurance Company? Under some policies he stands to l"ose
his eoverage.

Further, uany policies advertise hospitalization benefits or
medical-surgical benefits when in actuality they are only partial and
may be totalJ-y inadequate in todayrs narketplace.

This bilL will make a maj or contribution toward moderni. zLng and
revamping accident and health insurance policy standards in Pennsylvania.
Without it, our state stands to become a backwat,er for insurers selling
substandard and rnisleading policies.

B Addendum re Agreed Amendments

The Senate amendments to HB 646 (pU 2855) , a proposed indlvidual
accldent, sickness insurance minimum-standards act are entireLy of a

technical nature and provide for the smooth impLer:nentation of procedures
mandated by this bil1. The principal bone of contention which existed
between the j.nsurance industry and the Insurance Department was the
question whether any promulgation of rules or regulations under the act should
be preceded by the issuance by the Conimissioner of findings of fact. The
Insurance Department expressed concern that the lega1 connotations carried
by the term "findings of facttrsuggest the creation of a ne!, lega1 right
of action, which woul-d , to alL j.ntents and purposes , severely hams Lrlng
the Insurance Cormissioner 1n implementing and enforcing this Act ln that
it would have been possible for any party wishing to contest the promulga-
Eion of a rule.or regulationrto bypass the rule-making process by fillng
a complaint in Corunonwealth Court prior to any attempt aE enforcement of
the rule or regulation without any necessity to plead or p.rove aqtual
or potent,ial harm to any aggrieved party. The amendment requlres the
conrnissioner to issue such findings, by language which negates any prior
connotation that a nen rtght of acri.sn is being created, The overaLl
ef f ect ruould' be that the Coirrnlssioner would .lave to exercise greater eare in

Erekground
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pronulgat,ing rules or regulations and that publie hearings shall be
held prior ' to the pronulgation of any rule or regulation under this act.


