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AN ACT concerni ng i nsurance.

Be it enacted by the People of the State of Illinois,

represented in the General Assenbly:

Section 5. The Illinois Insurance Code is anended by
changing Sections 367.2 and 367e, and addi ng Section 367.2-5

as foll ows:

(215 I1LCS 5/367.2) (fromCh. 73, par. 979.2)

Sec. 367.2. Continuation privilege; group contracts.

A.  No policy of group accident or health insurance, nor
any certificate thereunder shall be delivered or issued for
delivery in this State after Decenber 1, 1985, unless the
policy provides for a continuation of the existing insurance
benefits for an enpl oyee's spouse and dependent children who
are insured under the provisions of that group policy or
certificate thereunder, notw thstanding that the narriage 1is
di ssolved by judgnent or termnated by the death of the
enpl oyee spouse or, after the effective date of this

anendat ory Act of t he 93rd Ceneral Assenbly 1991,

notwi thstanding the retirenent of the enployee who has

attai ned age 65 speouse provided that the enpl oyee's spouse is

at least 55 years of age, in each case wthout any other
eligibility requirements. The provisions of this anmendatory

Act of the 93rd CGeneral Assenbly 1991 apply to every group

policy of accident or health insurance and every certificate
i ssued thereunder delivered or issued for delivery after the

effective date of this anendatory Act of the 93rd CGeneral

B. Wthin 30 days of the entry of judgment or the death
or retirenment of the enployee spouse, the spouse of an
enpl oyee i nsured under the policy who seeks a continuation of

coverage thereunder shall give the enployer or and the
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insurer witten notice of the dissolution of the marriage or
the death or retirenment of the enployee spouse. The
enpl oyer, wthin 15 days of receipt of the notice shall give

witten notice of the dissolution of the enployee's marri age

or the death or retirenent of the enpl oyee and that forner

spouse's or retired enployee's spouse's residence; to the

i nsurance conpany issuing the policy.;-of-the-dissolution-of
t he- enpl oyee-s-narriage-or-the-death--or--retirepent--of--the
enpl oyee- spouse- and-the-forner-or-retired- enpl oyee- s- spouses
F est denee-

The enployer shall imrediately send a copy of the notice
to the former spouse of the enployee or the spouse of the
retired enployee at the retired enpl oyee's spouse's residence
or at the fornmer spouse's residence. For purposes of this
Act, the term"fornmer spouse” includes "w dow' or "w dower".

C. Wthin 30 days after the date of receipt of a notice
fromthe enployer, retired enployee's spouse or fornmer spouse
or of the initiation of a new group policy, the insurance
conpany, by certified mail, return receipt requested, shal
notify the retired enployee's spouse or former spouse at his
or her residence that the policy may be continued for as--te

that retired enployee's spouse or former spouse and covered

dependents, and the notice shall include:

(1) aformfor election to continue the insurance
cover age;

(i) the amount of periodic premuns to be charged
for continuation coverage and the nethod and place of
paynent; and

(tit) instructions for returning the election form
by-certtfied-ratt;-return-recet pt--requested; wthin 30

days after the date it is received fromef-the-mailing

Fecet pt-of -the-itnstruetion-by the insurance conpany.
Failure of the retired enpl oyee's spouse or former spouse

to exercise the election to continue insurance coverage by
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Feturn--receipt--requested; wthin such 30 day period shal
termnate the continuation of benefits and the right to
conti nuati on.

If the insurance conpany fails to notify the retired
enpl oyee's spouse or fornmer spouse as provided for in
subsection C hereof, all premuns shall be waived from the
date the notice was required until notice is sent, and the
benefits shall continue under the ternms and provisions of the
policy, fromthe date the notice was required until the
notice is sent, notw thstandi ng any ot her provision hereof,
except where the benefits in existence at the tinme the
conpany's notice was to be sent pursuant to subsection C are
termnated as to all enpl oyees.

D. Wth respect to a fornmer spouse who has not attained

the age of 55 at +the tine continuation coverage begins

hereunder, the nonthly premum for continuation shall be
conputed as foll ows:

(1) an amunt, if any, that would be charged an
enpl oyee if the fornmer spouse were a current enpl oyee of
t he enpl oyer, plus;

(ti) an amount, if any, that the enployer would
contribute toward the premumif the former spouse were a
current enpl oyee.

Failure to pay the initial nmonthly premumw thin 30 days
after the date of receipt of notice required in subsection C
of this Section termnates the continuation benefits and the
right to continuation benefits.

The continuation coverage for rtght-granted-hereunder--teo

former spouses who have not attained the age of 55 at the
time coverage begins hereunder shall termnate upon the
earliest to happen of the follow ng:

(i) The failure to pay prem uns when due, including

any grace period allowed by the policy; or
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(1i) Wien coverage would term nate under the terns
of the existing policy if the enployee and fornmer spouse
were still married to each other; however, the existing
coverage shall not be nodified or termnated during the
first 120 consecutive days subsequent to the enpl oyee
spouse's death or to the entry of the judgnment dissolving
the marri age exi sting between the enpl oyee and the forner
spouse unless the master policy in existence at the tine
is nodified or termnated as to all enpl oyees; or

(tit) the date on which the forner spouse first
becones, after the date of election, an insured enployee
under any other group health plan; or

(iv) the date on which the former spouse remarries;
or

(v) the expiration of 2 years from the date

conti nuati on coverage began hereunder.

Upon the term nation of continuation coverage hereunder,

the fornmer spouse shall be entitled to convert the coverage
to an individual policy.

The continuation rights granted to forner spouses who

have not attained age 55 shall also include eligible

dependents insured prior to the dissolution of marriage or

the death of the enpl oyee.

E. Wth respect to a retired enpl oyee's spouse or forner
spouse  who has attained the age of 55 at the tine

conti nuation coverage begi ns hereunder, the nonthly prem um

for the continuation shall be conputed as foll ows:

(1) an amunt, if any, that would be charged an
enployee if the retired enployee's spouse or forner
spouse were a current enployee of the enployer, plus;

(ti) an amount, if any, that the enployer would
contribute toward the premumif the retired enployee's
spouse or forner spouse were a current enpl oyee.

Beginning 2 vyears after coverage begins wunder this


SOLIMAR DFAULT BILLS NONE


- 5- LRB093 09245 JLS 09478 b

paragraph, the nonthly prem um shall be conputed as foll ows:

(1) an amunt, if any, that would be charged an
enployee if the retired enployee's spouse or forner
spouse were a current enpl oyee of the enployer, plus;

(ti) an amount, if any, that the enployer would
contribute toward the premumif the retired enployee's
spouse or forner spouse were a current enpl oyee.

(ti1) an additional amunt, not to exceed 20% of
(1) and (ii) above, for costs of adm nistration.

Failure to pay the initial nmonthly premumw thin 30 days
after the date of receipt of the notice required in
subsection C of this Section termnates the continuation
benefits and the right to continuation benefits.

The continuation coverage for right--granted--te retired

enpl oyees' spouses and forner spouses who have attained the
age of 55 at the tine coverage begins hereunder shal
term nate upon the earliest to happen of the foll ow ng:
(i) The failure to pay prem uns when due, including
any grace period allowed by the policy; or
(i) Wien coverage would term nate, except due to
the retirenent of an enployee, under the ternms of the
existing policy if the enployee and fornmer spouse were
still married to each other; however, the existing
coverage shall not be nodified or termnated during the
first 120 consecutive days subsequent to the enpl oyee
spouse's death or retirenment to the entry of the judgnent
di ssolving the marriage existing between the enpl oyee and
the former spouse unless the naster policy in existence
at the time is nodified or termnated as to al
enpl oyees; or
(tit) the date on which the retired enployee's
spouse or forner spouse first becones, after the date of
el ection, an insured enployee wunder any other group

heal th plan; or
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(tv) the date on which the former spouse remarries;
or

(v) the date that person reaches the qualifying age
or otherwi se establishes eligibility under the Mdicare
Program pursuant to Title XVIIlI of the federal Soci al
Security Act.

Upon the term nation of continuation coverage hereunder,

the former spouse shall be entitled to convert the coverage
to an individual policy.

The continuation rights granted to forner spouses who

have attai ned age 55 shall also include eligible dependents

insured prior to the dissolution of marri age, the death of

the enpl oyee, or the retirenent of the enpl oyee.

F. The renewal, anendnent, or extension of any group
policy affected by this Section shall be deened to be
delivery or issuance for delivery of a new policy or contract
of insurance in this State.

G If (i) the policy is canceled ecanecetlted, and (ii)
anot her insurance conpany contracts to provide group health
and accident insurance to t he enpl oyer, and (rit)
continuation coverage is in effect for the retired enpl oyee's
spouse or forner spouse at the tine of cancellation and (iv)
the enpl oyee is or woul d have been included wunder the new
gr oup policy, t hen the new insurer nust also offer
continuation coverage to the retired enpl oyee's spouse and to
an enployee's forner spouse under the sane terns and

conditions as contained in this Section.

H.  This Section shall not limt the right of the retired

enpl oyee's spouse or any forner spouse to exercise the

privilege to convert to an individual policy as contained in
t hi s Code.

. No person who obtains coverage under this Section
shall be required to pay a rate greater than that applicable

to any enployee or nenber covered under that group except as
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provided in clause (iii) of +the second par agr aph of
subsection E

(Source: P.A 87-615.)

(215 ILCS 5/367.2-5 new)

Sec. 367.2-5. Dependent child continuation privilege;

group contracts.

(a) No policy of group accident or health i nsurance, nor

any certificate thereunder shall be anended, r enewed,

delivered, or issued for delivery in this State after July 1,

2004, unless the policy provides for a continuation of the

exi sting insurance benefits for an enpl oyee's dependent child

who is insured under the provisions of that qgroup policy or

certificate in the event of the death of the enpl oyee and the

child is not eliqgible for coverage as a dependent under the

provisions of Section 367.2 or the dependent child has

attained the limting age under the policy.

(b) In the event of the death of the enployee, if

continuation coverage is desired, the dependent child or a

responsible adult acting on behalf of the dependent child

shall give the enployer or the insurer witten notice of the

death of enployee wthin 30 days of the date the coverage

term nates. The enployer, within 15 days of receipt of the

notice, shall give witten notice to the insurance conpany

issuing the policy of the death of the enployee and the

dependent child's residence. The enpl oyer shall imedi ately

send a copy of the notice to the dependent child or

responsi ble adult at the dependent child' s residence.

(c) In the event of the dependent child attaining the

limting age under the policy, if continuation coverage is

desired, the dependent child shall qgive the enployer or the

insurer witten notice of the attainment of the limting age

within 30 days of the date the coverage tern nates. The

enpl oyer, within 15 days of receipt of the notice, shall give
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witten notice to the insurance conpany issuing the policy of

the attainment of the limting age by the dependent child and

of the dependent child's residence.

(d) Wthin 30 days after the date of receipt of a notice

from the enployer, dependent <child, or responsible adult

acting on behalf of the dependent child, or of the initiation

of a new group policy, the insurance conpany, by certified

mail, return receipt regquested, shall notify the dependent

child or responsible adult at the dependent child' s residence

that the policy nay be continued for the dependent child.

The notice shall i ncl ude:

(1) a form for election to continue the insurance

(2) the anobunt of periodic premuns to be charged

for continuation coverage and the nethod and pl ace of

paynent: and

(3) instructions for returning the election form

within 30 days after the date it is received fromthe

i Nnsurance conpany.

Failure of the dependent child or the responsible adult

acting on behalf of the dependent <child to exercise the

election to continue insurance coverage by notifying the

i nsurance conpany in witing within such 30 day peri od shal

termnate the continuation of benefits and the right to

conti nuati on.

If the insurance conpany fails to notify the dependent

child or responsible adult acting on behalf of the dependent

child as provided for in this subsection (d), all preni uns

shall be waived fromthe date the notice was required unti

notice was sent, and the benefits shall continue under the

terns and provisions of the policy, fromthe date the notice

was required until the notice was sent, notw thstandi ng any

other provision hereof, except where the benefits in

existence at the tine the conpany's notice was to be sent
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pursuant to this subsection (d) are terninated as to al

enpl oyees.

(e) The monthly premium for continuation shall be

conputed as foll ows:

(1) an anpunt, if any, that would be charged an

enployee if the dependent child were a current enpl oyee

of the enpl oyer, plus;

(2) an amount, if any, that the enployer would

contribute toward the premiumif the dependent child were

a current enpl oyee.

Failure to pay the initial nonthly premumw thin 30 days

after the date of receipt of notice required in subsection

(d) of this Section ternmi nates the continuation benefits and

the right to continuation benefits.

Conti nuation coverage provided wunder this Act shal

term nate upon the earliest to happen of the foll ow ng:

(1) the failure to pay prem uns when due, including

any grace period allowed by the policy;

(2) when coverage would ternm nate under the terns

of the existing policy if the dependent child was stil

an eligi ble dependent of the enpl oyee;

(3) the date on which the dependent child first

becones, after the date of election, an insured enployee

under any other group health plan; or

(4) the expiration of 2 vyears from the date

conti nuati on coverage began.

Upon the termnation of continuation coverage, t he

dependent child shall be entitled to convert the coverage to

an i ndividual policy.

(f) The renewal, anendnent, or extension of any qgroup

policy affected by this Section shall be deened to be

delivery or issuance for delivery of a new policy or contract

of insurance in this State.

(g) If (1) the policy is cancelled, and (2) another
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i nsurance conpany contracts to provide group health and

accident insurance to the enployer, and (3) continuation

coverage is in effect for the dependent child at the tine of

cancellation, and (4) the enployee is or wuld have been

included under the new group policy, then the new insurer

must al so offer continuati on coverage to the dependent child

under the sane terns and conditions as contained in this

Secti on.

(h) This Section shall not |limt the right of any

dependent child to exercise the privilege to convert to an

i ndi vidual policy as contained in this Code.

(i) No person who obtains coverage under this Section

shal | be required to pay a rate greater than that applicable

to any enpl oyee or nenber covered under that group

(215 I1LCS 5/367e) (fromCh. 73, par. 979e)

Sec. 367e. Continuation of Goup Hospital, Surgical and
Maj or Medical Coverage After Term nation of Enploynent or
Menber shi p.

A group policy delivered, issued for delivery, renewed or
anended in this state which insures enpl oyees or nenbers for
hospital, surgical or mjor nedical insurance on an expense
incurred or service basis, other than for specific diseases
or for accidental injuries only, shall provide that enpl oyees
or nenbers whose insurance under the group policy would
ot herwi se term nate because of term nation of enploynent or

menbership or because of a reduction in hours bel ow the

mninumrequired by the group plan shall be entitled to

continue their hospital, surgical and major nedical insurance
under that group policy, for thenselves and their eligible
dependents, subject to all of the group policy's ternms and
conditions applicable to those forns of insurance and to the
foll ow ng conditions:

1. Continuation shall only be available to an enployee
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or nenber who has been continuously insured under the group
policy (and for simlar benefits under any group policy which
it replaced) during the entire 3 nonths period ending wth

such termnation or reduction in hours bel ow the m ni mum

requi red by the group plan.

2. Continuation shall not be available for any person
who is covered by Medicare, except for those individuals who
have been covered under a group Medicare supplenment policy.
Nei t her shall continuation be avail able for any person who is
covered by any other insured or uninsured plan which provides
hospital, surgical or nmedical coverage for individuals in a
group and under which the person was not covered imediately

prior to such termnation or reduction in hours bel ow the

mninumrequired by the qroup plan or who exercises his

conversion privilege under the group policy.

3. Continuation need not include dental, vision care,
prescription drug benefits, disability incone, specified
di sease, or simlar supplenentary benefits which are provided
under the group policy in addition to its hospital, surgical
or maj or nedi cal benefits.

4. Upon termnation or reduction in_ hours belowthe

mninum required by the group plan witten notice of

continuation shall be presented to the enpl oyee or nenber by
the enployer or mailed by the enployer to the Ilast known
address of the enployee. An enployee or nenber who w shes
continuation of coverage nust request such continuation in
witing wwthin the ten-day period followng the later of: (i)

the date of such term nation or reduction in hours bel ow t he

m ninum required by the group plan, or (ii) the date the

enpl oyee is given witten notice of the right of continuation
by either the enployer or the group policyholder. 1In no
event, however, nmay the enpl oyee or nenber el ect continuation
nore than 60 days after the date of such termnation or

reduction in hours belowthe mnimumrequired by the group



SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

W W W W W NN N NDNNDNDRNDNNR P P R B R R B R R
N W N P O © 0 N O 00 & W N B O © 0 N 0o o0 M W N B O

-12- LRB093 09245 JLS 09478 b

plan. Witten notice of continuation presented to t he
enpl oyee or nenber by the policyholder, or mailed by the
policyholder to the | ast known address of the enpl oyee, shal
constitute the giving of notice for the purpose of this
provi si on.

5. An enployee or nenber electing continuation nmust pay
to the group policyholder or his enployer, on a nonthly basis
in advance, the total amount of premum required by the
insurer, including that portion of the prem um contributed by
the policyholder or enployer, if any, but not nore than the
group rate for the insurance being continued with appropriate
reduction in premumfor any supplenentary benefits which
have been discontinued under paragraph (3) of this Section.
The premum rate required by the insurer shall be the
applicable premumrequired on the due date of each paynent.

6. Continuation of insurance under the group policy for
any person shall termnate when he becones eligible for
Medi care or is covered by any other insured or uninsured plan
which provides hospital, surgical or nmedical coverage for
individuals in a group and under which the person was not

covered imedi ately prior to such termnation or reduction in

hours below the mninmum required by the group plan as

provided in condition 2 above or, if earlier, at the first to
occur of the follow ng:

(a) The date 9 nonths after the date the enpl oyee's

or nmenber's insurance under the policy would otherw se

have term nated because of term nation of enploynent or

menbership or reduction in hours below the mninmm

requi red by the group plan.

(b) If the enployee or nenber fails to nake tinely
paynment of a required contribution, the end of the period
for which contributions were nade.

(c) The date on which the group policy is

termnated or, in the case of an enployee, the date his


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

W W W W NN N DNDNDDNDNDNDNNRPR P P P P P P PR PR
W N B O © 0O N o O b W N B O © 0 ~N o 00 M W N B O

w
N

- 13- LRB093 09245 JLS 09478 b

enpl oyer term nates participation under the group policy.

However, if this (c) applies and the coverage ceasi ng by

reason of such termnation is replaced by simlar

coverage under another group policy, the follow ng shal

appl y:

(1) The enployee or nenber shall have the
right to beconme covered under that other group
policy, for the balance of the period that he would
have remained covered under the prior group policy
in accordance with condition 6 had a termnation
described in this (c) not occurred.

(ii) The prior group policy shall continue to
provide benefits to the extent of its accrued
l[iabilities and extensions of benefits as if the
repl acenent had not occurred.

7. A notification of the continuation privilege shall be
included in each certificate of coverage.

8. Continuation shall not be avail able for any enpl oyee
who was di scharged because of the comm ssion of a felony in
connection wth his work, or because of theft in connection
with his work, for which the enployer was in no way
responsi bl e; provided the enployee admtted his conmm ssion of
the felony or theft or such act has resulted in a conviction
or order of supervision by a court of conpetent jurisdiction.

The requirenments of this anendatory Act of 1983 shal
apply to any group policy as defined in this Section,
delivered or issued for delivery on or after 180 days
followng the effective date of this amendatory Act of 1983.

The requirenents of this anendatory Act of 1985 shal
apply to any group policy as defined in this Section,
delivered, issued for delivery, renewed or anended on or
after 180 days following the effective date of this

anendatory Act of 1985.

G oup Accident and Heal th I nsurance Conversion Privil ege.
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(A) A group policy which provides hospital, nedical, or
maj or nedi cal expense insurance, or any conbination of these
coverages, on an expense-incurred basis, but not including a
policy which provides benefits for specific diseases or for
accidental injuries only, shall provide that an enployee or
menber (i) whose insurance under the group policy has been
term nated for any reason other than discontinuance of the
group policy in its entirety where there is a succeeding
carrier, or failure of the enployee or nenber to pay any
required contribution; and (ii) who has been continuously
i nsured under the group policy (and under any group policy
providing simlar benefits which it replaces) for at |east
three nonths imediately prior to termnation, shall be
entitled to have issued to himby the insurer a policy of
heal th insurance (hereafter referred to as the converted
policy), subject to the follow ng conditions:

(1) Witten application for the converted policy
shall be made and the first premumpaid to the insurer
not later than the latter of (i) thirty-one days after
such termnation or (ii) 15 days after the enployee or
menber has been given witten notice of the existence of
the conversion privilege, but in no event later than 60
days after such term nation

Witten notice presented to the enployee or nenber by
the policyholder, or mailed by the policyholder to the
| ast known address of the enployee or nenber, shal
constitute the giving of notice for the purpose of this
provi si on.

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

(3) The initial premumfor the converted policy
shall be determned in accordance wth the insurer's
table of premumrates applicable to the age and cl ass of

risk of each person to be covered under the converted
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policy and to the type and anount of the insurance
provi ded. Conditions pertaining to health shall not be an
acceptabl e basis of classification for the purposes of
this subsection. The frequency of prem um paynent shal
be the frequency customarily required by the insurer for
the policy form and plan selected, provided that the
i nsurer shall not require prem um paynents | ess
frequently than quarterly wthout the consent of the
i nsur ed.

(4) The effective date of the converted policy
shall be the day follow ng the term nation of insurance
under the group policy.

(5) The converted policy shall cover the enployee
or nmenber 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 (Title XVIIl of the United
States Social Security Act as added by the Social
Security Anendnents of 1965 or as later anended or
superseded). Furthernore, the insurer shall not be
required to issue a converted policy covering any person
if (i) such person is covered for simlar benefits by
anot her hospital, surgical, nedical, or mjor nedical
expense insurance policy or hospital or nedical service
subscri ber contract or medi cal practice or other
prepaynment plan or by any other plan or program or (ii)
such person is eligible for simlar benefits (whether or
not covered therefor) under any arrangenent of coverage
for individuals in a group, whether on an insured or
uni nsured basis; or (iii) simlar benefits are provided

for or available to such person, pursuant to or in
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accordance wth the requirenments of any statute, and the
benefits provided or avail abl e under the sources referred
to in (i), (ii), (iii) above for such person together
with the converted policy would result 1in overinsurance
according to the insurer's standards.

(7) In the event that coverage would be continued
under the group policy on an enployee followng his
retirement prior to the time he is or could be covered by
Medi care, he nay elect, in lieu of such continuation of
such group insurance, to have the same conversion rights
as woul d apply had his insurance term nated at retirenent
by reason of term nation of enploynent or nenbership.

(8) Subject to the conditions set forth above, the
conversion privilege shall also be available (i) to the
surviving spouse, if any, at the death of the enployee or
menber, wth respect to the spouse and such children
whose coverage under the group policy termnates by
reason of such death, otherwi se to each surviving child
whose coverage under the group policy termnates by
reason of such death, or, if the group policy provides
for continuation of dependents' coverage following the
enpl oyee' s or nenber's death, at the end of such
continuation; (ii) to the spouse of the enployee or
menber upon term nation of coverage of the spouse, while
t he enpl oyee or nmenber remains insured wunder the group
policy, by reason of <ceasing to be a qualified famly
menber under the group policy, with respect to the spouse
and such children whose coverage under the group policy
termnates at the sanme tinme; or (iii) to a child solely
with respect to hinmself upon termnation of his coverage
by reason of <ceasing to be a qualified famly nenber
under the group policy, if a conversion privilege is not
ot herw se provi ded above wth respect to such

term nati on.
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(9) A notification of the conversion privilege
shall be included in each certificate.

(10) The i nsurer may elect to provide group
i nsurance coverage in lieu of the issuance of a converted
policy.

(B) A converted policy issued upon the exercise of the

conversion privilege required by subsection (A) of this

Section shall conformto the follow ng m ni num st andar ds:

(1) If the gr oup policy provi ded hospi tal ,
surgical, or nedical expense insurance, or a conbination
t hereof, the converted policy shall provide benefits on
an expense-incurred basis equal to the lesser of (i) the
hospi tal room and board, m scell aneous hospital, surgical
and nedi cal benefits provided under the group policy; and
(1i) the correspondi ng benefits described bel ow

(a) Hospital roomand board benefits in an
anount per day elected by the group policyhol der,
but in no event |less than 60% of the then average
sem -private hospital roomand board charge in the
State, such benefits to be payable for a maxi num of
not less than 70 days for any period of hospital
confinement, as defined in the converted policy.

(b) M scellaneous hospital benefits for any
one period of hospital confinenent in an anmount up
to twenty tinmes the hospital room and board daily
benefit provided under the converted policy.

(c) Surgical benefits according to a surgical
schedul e providing a benefit anmount elected by the
group policy holder, but in no event |less than 60%
of the then average surgical charge in the State and
with a maxi num anount appropriate thereto. The
maxi mum surgi cal benefit shall be applicable to al
surgi cal operations of an individual resulting from

or contributed to by the sane and all related causes
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occurring 1in one period of disability. Two or nore
surgi cal procedures perforned in the course of a
single operation through the sanme incision, or in
the same natural body orifice, may be treated as one
surgi cal procedure with the paynent determ ned by
t he schedul ed benefit for the nost expensive
procedure perforned. The surgical schedul e shall be
consi st ent W th t he schedul e of oper ations
customarily offered by the insurer wunder group or
i ndi vi dual heal th insurance policies.

(d) Non-surgical nedical attendance benefits
for in-hospital services in an anount el ected by the
group policyholder, but in no event |ess than 60% of
the then average in-hospital physician's visit
charge in the State, such benefits may be limted to
one visit per day of hospitalization and a maxi num
nunber of visits nunbering not |ess than seventy for
any period of hospital confinenent as defined in the
converted policy.

(2) If the group policy provided major nedical
i nsurance, the insurer may offer the insurance descri bed
in (1) above only, major nedical insurance only, or a
conbi nation of the insurance described in (1) above and
maj or nedi cal insurance. If the insurer elects to
provi de maj or nedical insurance, the converted policy
shal | provide:

(a) A maxi mum benefit at |east equal to (i) or
(11) bel ow

(1) A maximum paynent of twenty-five

t housand dollars for all covered medi cal

expenses incurred during the covered person's

[ifetime with an annual restoration of the

| esser of, while coverage is in force, one

t housand dol I ars and the anpbunt counted agai nst
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t he maxi num benefit which was not previously
restored; or
(1i) A maximum paynent of twenty-five

t housand dollars for each unrelated injury or

illness.

(b) Paynment of benefits for covered nedical
expenses, in excess of the deductible, at a rate not
| ess than 80% except as otherw se permtted bel ow

(c) A deductible for each benefit period
whi ch, at the option of the insurer, shall be (i)
the greater of $500 and the benefits deductible;
(ii) the sumof the benefits deductible and $100; or
(ti1) the corresponding deductible in the group
policy. The term "benefit period,” as used herein,
means, when the maxi mum paynent is determ ned by (a)
(1) above, either a calendar year or a period of
twel ve consecutive nonths; and, when the maxi num
paynment is determned by (a) (ii) above, a period of
twenty-four consecutive nonths. The term "benefits
deductible,” as used herein, neans the val ue of any
benefits provided on an expense-incurred basis which
are provided with respect to covered medi ca
expenses by any other hospital, surgical, or nedical
insurance policy or hospital or nedical service
subscri ber contract of nedical practice or other
prepaynent plan, or any other plans or program
whet her on an insured or uninsured basis, or of any
simlar benefits whi ch are provided or nade
avai |l abl e pursuant to or in accordance wth the
requi renents of any statute and, if, pursuant to the
provisions of this subsection, the converted policy
provi des both the coverage described in (1) above
and mgjor nedical insurance, the value of the

coverage described in (1) above. The insurer may
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require that the deductible be satisfied during a
period of not |less than three nonths. |If the maxi num
paynment is determned by (a) (i) above, and if no
benefits becone payable during the preceding benefit
period due to the cash deductible not bei ng
satisfied; <credit shall be given, in the succeeding
benefit period, to any expense applied toward the
cash deductible of the preceding benefit period and
incurred during the last three nonths of such
precedi ng benefit period, subject to any requirenent
that the deductible be satisfied during a specified
period of tine.

(d) The term "covered nedical expenses," as
used above, may be Ilimted (i) in the case of
hospital room and board benefits, maxi num surgi cal
schedul e, and non-sur gi cal medi cal at t endance
benefits to amounts not Iless than the anounts
provided in (1) (a), (1) (c) and (1) (d) above; and
(1i) in the case of nental and nervous condition
treatments while the patient is not a hospital
in-patient, to co-insurance of 50% a maxi mum
benefit of $500 per calendar year or twelve
consecutive nonth periods subject to the inclusion
by the insurer of reasonable limts on the nunber of
visits and the nmaxinmum perm ssible expense per
visit.

(3) The converted policy may contain any excl usion,
reduction, or I|imtation contained in the group policy
and any exclusion, reduction, or |imtation customarily
used in individual accident and health policies delivered
or issued for delivery in this state. It is not required
that the converted policy contain all of the covered
medi cal expenses or the sanme |evel of benefits as

provided in the group policy.
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(4) The insurer may, at its option, also offer
alternative pl ans for group accident and health
conver si on.

(5 The converted policy my only excl ude a
pre-existing condition excluded by the group policy.
Any hospital, surgical, nedical or major nedical benefits
payabl e under the converted policy may be reduced by the
anount of any such benefits payable wunder the group
policy after the termnation of t he i ndi vi dual 's
i nsurance thereunder and, during the first policy year of
such converted policy, the benefits payable under the
converted policy may be so reduced so that they are not
in excess of the benefits that woul d have been payabl e
had the individual's insurance under the group policy
remained in force and effect.

(6) The converted policy may provide for the
term nation of coverage thereunder of any person when he
is or could be covered by Medicare (Title XVIII of the
United States Social Security Act as added by the Soci al
Security Anendnents of 1965 or as later anended or
super seded).

(7) The converted policy may provide that the
insurer may request information from the converted
policyholder, in advance of any prem um due date of the
converted policy, to determ ne whether any person covered

thereunder (i) is covered for simlar benefits by another

hospital, surgical, nedical, or mjor nedical expense
i nsurance policy or hospi t al or nedical service
subscri ber contract or nedical practice or ot her

prepaynment plan or by any other plan or program or (ii)
is eligible for simlar benefits (whether or not covered
t herefor) under any ar r angenent of coverage for
individuals in a group, whether on an insured or

uninsured basis; or (iii) has simlar benefits provided
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for or available to such person, pursuant to or in
accordance wth the requirenents of any statute. The
converted policy may al so provide that the insurer need
not renew the converted policy or the coverage of any
person insured thereunder if either the benefits provided
or avail abl e under the sources referred to in (i), (ii),
(ti1) above for such person, together with the converted
policy, would result in overinsurance according to the
insurer's standards, or if the converted policyhol der
refuses to provide the requested information.

(8) The converted policy shall not contain any
provision allowng the insurer to non-renew due to a
change in the health of an insured.

(9) The converted policy may contain any provisions
permtted herein and may also i ncl ude any ot her
provi si ons not expressly pr ohi bi t ed by law. Any
provisions required or permtted herein may be nade a
part of the converted policy by neans of an endor senent
or rider.

(10) In the conversion of group health insurance in
accordance with the provisions of subsection (A) above,
the insurer may, at its option, acconplish the conversion
by issuing one or nore converted policies.

(11) Wth respect to any person who was covered by
the group policy, the period specified in the Time Limt
on Certain Defenses provisions of the converted policy
shall comence wth the date the person's insurance
becane effective under the group policy.

(12) If t he insurer elects to provide group
i nsurance coverage in lieu of a converted policy, the
benefit levels required for a converted policy nust be
applicable to such group insurance coverage.

(© The requirenents of this Section shall apply to any

group policy of accident and health insurance delivered,
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i ssued for delivery, renewed or anmended on or after 180 days
followng the effective date of this Section.

(Source: P.A 85-210; 86-1475.)

Section 10. The Health Mintenance Organi zation Act is

anended by changi ng Section 5-3 as foll ows:

(215 ILCS 125/5-3) (from Ch. 111 1/2, par. 1411.2)

Sec. 5-3. Insurance Code provisions.

(a) Health Maintenance Organi zations shall be subject to
the provisions of Sections 133, 134, 137, 140, 141.1, 141.2,
141. 3, 143, 143c, 147, 148, 149, 151, 152, 153, 154, 154.5,
154.6, 154.7, 154.8, 155.04, 355.2, 356m 356v, 356w, 356x,
356y, 356z.2, 367.2, 367.2-5, 367i, 368a, 401, 401.1, 402,

403, 403A, 408, 408.2, 409, 412, 444, and 444.1, paragraph
(c) of subsection (2) of Section 367, and Articles I1A VIII
1/2, Xil, XiI 1/2, XiIl, XiIl 1/2, XXV, and XXVI of the
II'linois |Insurance Code.
(b) For purposes of the Illinois Insurance Code, except
for Sections 444 and 444.1 and Articles XIIl and X1 1/2,
Heal th Mai ntenance Organi zations in the foll owi ng categories
are deened to be "donestic conpanies":
(1) a corporation authorized under the Dent al
Service Plan Act or the Voluntary Health Services Pl ans
Act ;
(2) a corporation organized under the laws of this
State; or
(3) a corporation organized under the |laws of
another state, 30%or nore of the enrollees of which are
residents of this State, except a corporation subject to
substantially the same requirenments in its state of
organi zation as is a "donestic conpany" under Article
VIIl 1/2 of the Illinois Insurance Code.

(c) In considering the nmerger, consolidation, or other
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acqui sition of control of a Health Mintenance O ganization

pursuant to Article VIIl 1/2 of the Illinois Insurance Code,

(1) the Director shall give primary consideration
to the continuation of benefits to enrollees and the
financial conditions of the acquired Health Mintenance
Organi zation after the nerger, consolidation, or other
acquisition of control takes effect;

(2)(i) the criteria specified in subsection (1)(b)
of Section 131.8 of the Illinois Insurance Code shall not
apply and (ii) the Director, in making his determ nation
with respect to the nerger, consolidation, or other
acquisition of control, need not take into account the
effect on conpetition of the nerger, consolidation, or
ot her acquisition of control;

(3) the Director shall have the power to require
the foll ow ng information:

(A) certification by an independent actuary of
t he adequacy of the reserves of the Health
Mai nt enance Organi zati on sought to be acquired;

(B) pro forma financial statenments reflecting
t he conbi ned bal ance sheets of the acquiring conpany
and the Heal th Mai ntenance Organi zati on sought to be
acquired as of the end of the preceding year and as
of a date 90 days prior to the acquisition, as well
as pro forma financial statenments reflecting
proj ected conbined operation for a period of 2
years;

(O a pro forma business plan detailing an
acquiring party's plans wth respect to t he
operation of the Health Mintenance O ganization
sought to be acquired for a period of not |less than
3 years; and

(D) such other information as the Director

shal |l require.
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(d) The provisions of Article VIII 1/2 of the Illinois
| nsurance Code and this Section 5-3 shall apply to the sale
by any heal th mai nt enance organi zati on of greater than 10% of
its enrollee population (including without I|imtation the
heal th rmai ntenance organi zation's right, title, and interest
in and to its health care certificates).

(e) In considering any managenent contract or service

agreenent subject to Section 141.1 of the Illinois Insurance
Code, the Director (i) shall, in addition to the criteria
specified in Section 141.2 of the Illinois |Insurance Code,

take into account the effect of the nmanagenent contract or
service agr eenment on the continuation of Dbenefits to
enrollees and the financial condition of t he heal th
mai nt enance organi zation to be managed or serviced, and (ii)
need not take into account the effect of the managenent
contract or service agreenent on conpetition.

(f) Except for small enployer groups as defined in the
Smal | Enpl oyer Rating, Renewability and Portability Health
| nsurance Act and except for nedicare suppl enment policies as
defined in Section 363 of the Illinois Insurance Code, a
Heal th Mai ntenance Organi zati on nmay by contract agree with a
group or other enrollnment unit to effect refunds or charge
addi tional prem unms under the followng terns and conditions:

(1) the amunt of, and other ternms and conditions
with respect to, the refund or additional prem umare set
forth in the group or enrollnent unit contract agreed in
advance of the period for which a refund is to be paid or
additional premum is to be charged (which period shal
not be | ess than one year); and

(1i) the amount of the refund or additional prem um
shall not exceed 20% of t he Heal t h Mai nt enance

Organi zation's profitable or unprofitable experience with

respect to the group or other enrollnent unit for the

period (and, for purposes of a refund or additional
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premum the profitable or unprofitable experience shal
be cal cul ated taking into account a pro rata share of the
Heal th Mai ntenance Organization's admnistrative and
mar keti ng expenses, but shall not include any refund to
be made or additional premumto be paid pursuant to this
subsection (f)). The Health Mii ntenance O ganization and
the group or enrollnment wunit may agree t hat t he
profitable or unprofitable experience may be cal cul ated
taking into account the refund period and the imedi ately
preceding 2 plan years.

The Health Mintenance Organization shall include a
statenent in the evidence of coverage issued to each enrollee
describing the possibility of a refund or additional prem um
and upon request of any group or enrollnment unit, provide to
the group or enrollnent unit a description of the nethod used
to calculate (1) the Health WMintenance O ganization's
profitabl e experience with respect to the group or enroll nent
unit and the resulting refund to the group or enrollnment unit
or (2) the Health Maintenance O ganization's unprofitable
experience wth respect to the group or enrollnment unit and
the resulting additional premumto be paid by the group or
enrol I ment unit.

I'n no event shall the Illinois Health Mintenance
Organi zation GQGuaranty Association be liable to pay any
contractual obligation of an insolvent organization to pay
any refund authorized under this Section.

(Source: P.A 91-357, eff. 7-29-99; 91-406, eff. 1-1-00;
91-549, eff. 8-14-99; 91-605, eff. 12-14-99; 91-788, eff.
6-9-00; 92-764, eff. 1-1-03.)
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