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BULLETIN 08-10

Date: May 2, 2008
To: Insurers and Nonprofit Health Service Plans
Re: Amended Regulations—Conversion of Groﬁp Health Insurance

The purpose of this bulletin is to notify insurers and nonprofit health service plans ("carriers") of
amendments to COMAR 31.11.01, Conversion of Group Health Insurance. These
amendments impact a number of the conversion requirements, including the conversion option
found in group health insurance contracts and the minimum benefits found in conversion
contracts. Among the amendments is an increase in the minimum benefits that are required to be
provided in conversion contracts that are issued or renewed in Maryland on or after April 7,
2008. :

If a carrier has issued or is issuing conversion contracts that met the minimum requirements of
the prior regulations, the carrier will need to file amendments to the contracts to bring them into
compliance with the enhanced benefits of the amended regulations.

The amendments also clarify the time period that the individual has under a group contract,
including a small group contract issued under Subtitle 12 of the Insurance Article, to apply for
conversion coverage when the individual's group coverage terminates. If the carrier is
continuing to sell or renew group health insurance contracts subject to these regulations, the
contracts are required to be amended to comply with this new application requirement.

Proposed amendments to COMAR 31.11.01 were published in volume 35, issue 2 of the
Maryland Register, dated January 18, 2008 and were finalized in volume 35, issue 7 of the
Maryland Register, dated March 28, 2008. Copies of the amended regulations, as published in
the Maryland Register, are attached for your convenience.

Questions about this bulletin may be directed to the Life/Health Section at 410-468-2170.

B W

Beth Sammis
Deputy Commissioner
Maryland Insurance Administration
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752 ' FINAL ACTION ON REGULATIONS

(24) Amendments to Regulations .02 and 04 u_uder
COMAR 21.14.01 General Regulations.
This action, which was proposed for adoptlon in 36:1
Md. R. 76 — 86 (January 4, 2008), has been adopted as pro-
posed.
Effective Date: April 7, 2008.

SHEILA MCDONALD
~ Executive Secretary

. Title 31
MARYLAND INSURANCE -
~ ADMINISTRATION

Subtitie 11 HEALTH INSURANCE — GROUP .

31.11.01 Conversnon of Group Health Insur-
. ance : )
Authority: Insurance Artidle, §52-109, 15-412, and 16414,
- - . Annotated Code of Maryland. "
Notice of Final Action
[08-029-F]

' On March 5 2008, the Insurance Conm:ussmner adopted
the repeal.of enstmg Regulations .08, .04, and .14, the
amendment ‘of ex:stmg Regulation .01, the recod;ﬁcatmn of

Wlthdrawal Of Regulatlons

Title 14
INDEPENDENT AGENCIES

Sub’tlﬂe 09 WORKERS’ COMPENSATlON
COMMISSION

14 09 01 Procedural Regulatlons

Authority: Labor and Employment Article, §§8-307, 8-308, 9- 310.2, 9-314,
8-404, 8405, 9-410, 9-608, 9-626, 9-635, 8-701, 8- 721, 9-781, 9-739, and
9-6A-07; State Government Article, §10-1108; .
. Annotated Code of Maryland

- - Notice of Withdrawal -
[07-252-W] -

The Maryland Workers’ Compensatlon Commlssmn with-~
draws the proposed amendments to Regulations .02 and :08
under COMAR 14.09.01 Procedural Regulations, as
published in 34:19 Md. R 1703 — 1704 (September 14,
2007). -

MICI—IAEL L. GALEY
Secretary of the Commzssmn

existing Regulations .08 and .17 to be Regulations .07 and
.15, respectively, the amendment and recodification of exist-
ing Regulations .02, .05 — .07, .09 — .18, .15, and .16 to be -
Regulations .08, .04 — .06, .08 — .12 .13 and .14, respec-
tively, and new Regulation .02 under COMAR '81,11.01
Conversion of Group Health Insurance, This action,
which was proposed for adoption in 35:2 Md. R. 221 — 225

(January 18, 2008), has been adopted with the nonsubsta.n- .
tive changes ‘below.

Effechve Date: April 7, 2008,

Attorney _General’s Certification

In accordance with State Government Article, §10-113,
Anmotated Code of Maryland, the Attorney General certifies.
that the following changes do not differ substantively from
the proposed text. The nature of the changes and the basis '
for this conclusion are as follows:

Regulation .03C: Change of date from March 24, 2008 to
April 7, 2008. This is nonsubstantive because it reﬂects the
effectlve date of the proposal.

.03 Applicability. - .
A, —B. (proposed text unchanged) - '
C. The requirements of Regulations .09 ancl 10 of th15
chapter apply to all converted policies issued or renewed on
or after [[March 24, 20081 April 7, 2008.

. RATPH S. TYLER
.Insurance Commissioner
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E. Department of Defense Explosive Safety Board
(DDESB) Standards — Applicability and Amendments.

(1) The DDESB storage standards applicable to waste
military munitions referenced in $A(I)(c) of this regulation
are DOD 6055.9-STD, “DOD Ammunition and Explosives
Safety Standards” aswadopted by the DDESB effective Octo-
ber &, 2004, except as provided in $E(2) of this regulation.

(2) For the purposes of $A(I)(c) of this regulation,
“DDESB storage standards a.ppllca.ble to waste military mu-
nitions” become an amended version of the standards refer-
enced in $E(1) of this regulation.on the date the Department
of Defense publishes notice in the Federal Register that the
DDESB standard has been amended.

.31 Standards Applicable to the Treatment and Dis-
- posal of Waste Military Munitions.

The treatment and disposal of hazardous waste mzlztary
munitions are subject to the applwable permitting, proce-
dural, and technical standards in COMAR 26.13.01 —
26.13.10. o o )

SHARI T. -WILSON
- Secretary.of the Environment

Tme 31
" MARYLAND RNSURANCE
ADMINISTRATION

Subtitle 10 HEALTH INSURANCE —‘G‘fNERAL

~31.10. 16 . Carner Prowder Pane!s ——Apphca-

tion Procass

Authority: Tnsurance Astide, §§2.109 and 15112,
Annotated Code of Maryland

Notice of Proposed Action
. {08-028-F)
"The Insurance Commissioner proposes to amend Regula-
tion .03 under COMAR 31.10.16 Carrier Provider Pan-
els — Application Process,

Statement of Purpose

_ The purpose of this action is to amend Regulation .03 pur-
suant to changes enacted by Ch. 26, Acts of 2007, that gen--
erally relate to the collection and use of racial and ethnic
data by certain entities that provide health insurance.
These changes include authorizing health insurers, non-
profit health service plans, or health maintenance orga.mza-
tions that provide health insurance to make an inguiry
about race and ethnicity under certain circumstances and

subject to certain limitations. The current regulation is to -

be amended because it does not conform with the require-
ments of the new Uniform Credentialing Form, which does
not prohibit a carrier that uses a provider panel from in-
cluding questions abouf race or nation of origin on the appli-
cation form for prov:tders seeking participation in the pro-

- vider panel.

Comparison to Federal Standards
There is a corresponding federal standard to this pro-

posed action, but the proposed action is not more restrictive
or stringent.

221

Estimate of Economic Impact
The proposed action has no economic impact,

Economic Impact on Small Businesses

The proposed action has mJ.mma.l or no econon:uc impact
on small businesses.

Impact on I.nd.ﬂnduals w1th Disabilities .

The proposed action has.no irmpact on individuals with
disabilities.

Opportunity for Public Comment :
Comments may be sent to P. Todd Cioni, Associate Com-
missioner, Compliance and Enforcement, Maryland Insur-
ance Administration, 525 St. Paul Street, or call 410-468-
2236, or email to tcioni@mdinsurance.state.md.us, or fax to
410-468-2204. Comments will be .accepted through Febru-
ary 18, 2008. A public hearing has not been scheduled.

.03 Requirements for Application Process.

A. —B. (text unchanged) ]

. C. The form of application: : R
“(1) (text unchanged) ' A
'(2) Shell provide a specifically des1g'nated space for

dating the receipt of the application by the carrier; and -
. [(3)- May not include any questions relating to gender,

. ace, age, religion, or national origin; and]

[(4)] (8) (text unchanged)

) RALPI-IS 'I*Y'LER'
lnsurance Gommxssmner

* Subitle 11 HEALTH INSURANCE — GROUP .
.31.11.01 Conversion

[or Contmuatlon] of
Group Health lnsurance o

Anthority: Insurance Article, §§2-109 15- 412 and 15-414
. Annota.ted Code uf Maryland K

Nohce of Proposed Action
[08-029-P] : B

The Insurance Commissioner proposes to repeal eznstmg
Regulations .03, .04, and .14, amend Regulation .01, re-
codify existing B.egulatmns .08 and 17 t0be Regulahens 07
and .15, respectively, amend and recodify Regulations .02,
.05 — .07, .09 — .13, .15, and .16 to be Regulations .03,
.04 — .06, .08 — .12, .18, and .14, respectively, and adopt
new Regulation .02 under COMAR 31.11.01 Conversion
of Group Health Insurance.

Statement of Purpose

The purpose of this action is to update regulahons wh.1ch
are out-of-date, These regulations specify minimum benefits
that are required to be found in health insurance conversion
contracts and were last updated in 1996,-Due to inflation,
the current requirements provide a very minimal hénefit to
Maryland consumers. Also, portions of the chapter are
amended to comply with the Health Insurance Portability
and Accountability Act of 1996 (FIPAA) and the National
Association of Insurance Commissioner’s Group Health In-
surance Mandatory Conversion Privilege Model Act (Model
Act). The regulations are also amended to follow current

drafting requirements.
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Comparison to Federal Standards )
There is a corresponding federal standard to this pro-
posed action, but the proposed action is not more restrictive
or stringent.

_ Estimate of Economic Impact . .
1, Summary of Economic Impact. The amendments to this
chapter will have an impact on insurers, nonprofit health service
plans, the Maryland Insurance Administration, and individuals
covered under conversion c_ontracts in Maryland.

) Revenue
' (R+R~-) -
" IL Types of Expenditure R
Economic Impact. (E+/E-) - Magnitude
A, Onissuing agency: (R+/E-)  Undeterminable
‘B. Om other State agencies: NONE -
C. ‘On local governments: NONE
o ’ Benefit (+) L
Cost (—) Magnitude

D. On regulated industries ar

trade groups: ) (+/=) Tndsterminable
* ' E. On other industries or trade o
groups. NONE
F. Direct and indirect effects on . . o
public: : ) : (+) . Undeterminable

111 Assumptions. (Identified by Impact Letter and Number
from Section IL) e
A. The Maryland Insurance Administration may receive addi-

‘tional revenue from -form filings made by insurers and nonprofit -

health service plans to bring their conversion contracts into compli-
ance with these amended regulations. Each form requifes a‘$]725
filing fee. The number of form filings is unknown, but it will be a

one-time filing fee for most insurers and nonprofit hehlth service

plans that sell group health insurance in Marytand. The Maryland
Insurance Adriinistration will be minimally impacted due to re-
sources that will beeeded to review the new form filings..It is ex-
pected that current staff will handle review of the new rate and’
form filings required by these amendments to the regulations,

_.D. Insurers end nonprofit health service plans will experience
" increased costs from the requirements found in Regulations .09 and
10, Regulation .09 imposes new rating requitements, which will re-

quire the carriers to have higher loss ratios on the converted con-
tracts. Regulation .10 increases the benefits required fo appear in
converted contracts to account for the affect of inflation on the ben-
efits. - ’ ’

Carriers will benefit from the repeal of Regulation .14 because
fhe cairiers will no longer be required to revise their group con-
tracts o include e 6-month continuation bensfit. Carriers will also
be able to offer contracts that are more consistent with. contracts
offered in other jurisdictions. ) . ' ;

¥, The public will benefit by these amendments. Individuals who

have converted policies will see an increase in the benefit levels -

. available under their contracts. The higher benefits will likely re-
gult in premium increases to CONSUMErs, which will be minimized -

by the changes to Regulation .08. -

’ Economic Impact oxn Small Businesses

The proposed action has minimal or no economic impact

on small businesses.

" Tmpact on Individuals with Disabilities
The proposed action has no impact on individuals with
disabilities. ’ -

Opportunity for Public Cbmxxx_ent

Comments meay be sent to Brenda Wilsor, Chief, Health

Tnsurance and Managed Care, Maryland Insurance Admin-
istration, 525 St. Paul Place, Baltimare, MD 21202, or call
410-468-2170, or email to bwilson@mdinsurance.state.

md.us, or fax to 410-468-2204. Comments will be accepted
through February 19, 2008. A public hearing has not been
scheduled. .o
.01 Purpose. ‘

The purpose of this chapter is to provide’ appropriate
standards and requirements for implementing the conver-
sion [and continuation privileges] privilege and notification

requir_ements under group health insurance policiesy -+~ - -

.02 Definitions.

A. In this chapter, the following terms. have the meanings -

indicated.
.B. Terms Defined.
(1) “Carrier” means: L
(a) An insurer as defined in Insurance Article, §1-
101, Annotated Code of Maryland; or .. . . .
(b) A nonprofit health service plan that is licensed to
operate in Maryland. . o
. (2) “Conberted policy” means an individual policy or
certificate issued to an individual in accordance with the re-
quirements of this chapter upon termination of the individu~
al’s coverage under o group policy. - . ‘
.. (8)- Expense Incurred. " SR
(a) “Expense incurred” means thai the benefits pay-
able under the contract are based on the medical expenses
that the covered person incurs. e v

(b) ‘For the.purposes of this chap'tez;‘ a éoﬁtract.thqt B

includes both expense-incurred benefits and indémnity ben-
efits -shall be considered o be .writtenon an “experise-

. incurred” basis. . P S
(4) “Group health insurance policy” or-“group policy”.

v -

means either:

(@) An insurance contract issiied by an insurer under

Insurance Article, §15-302, Annotated Code of Maryland, -
. “that insures employees or members, with or without their de-

pendents, for. hospital; surgical, medical, or major medical
insurance on on expense-incurred basis; or o
" (b) A contract issued by a nonprofit health service

plari to a group that insures employees or members, with or "
without their dependents, for hospital, medical, major medi- -

cal, or surgical insurance on an expense-incurred basis...

(5) “Indemnity” means that the benefits ‘pay_abl;a.-..i‘zjfl.de_:r S

the contract are set amounts that are not related to the ex-
_penses the covered person incurs, such as o hospital indem:

son is confined in a hospital, regardless_of the actual

expenses the. covered person incurs during the hospital con-

finement, n o ' ’
(6) “Insured person” means:

_ nity policy that pays a flat fee for gach ‘day the covered per-... -

"(a) An employee, a member, oranother certificate - . -

holder covered under the group policy; or . ‘ _
' (b) Any eligible dependent of the employee, memaber,
or certificate holder covered under the group policy. |

(7)) “Medicare” means Title XVIII of the United States
Social Security Act as added by the Social Security Amend-
ments of 1965 or as later amended or superseded.

[.02].03 Applicability.

A. This-chapter is applicable o all group health insur-

ance policies issued or renewed in Maryland on or after QOc-
tober 1, 1983, except as provided in [§B] §§B — C of this
regulation. . . :

B. [This chapter is not applicable to group health insur-
ance policies providing coverage only for specified. diseases
or only for accidental injuries.] This chapter 18 not appli-
cable to: : : :

(1) Group policies providing coverage only for:
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(a) Specified diseases;
(b). Accidental injuries; -
 (c) Accidental death;
* (d) Dental benefits; - B
i .- . (e) Vision care or any other. supplenwntal beneﬁt or
; " (P Any combination of the beneﬁts descrtbed in
; §B( 1)(a).— (e)-of this regulation; or. -
{ " (2) The following types.of.group policies: '
! S (a) Hospztal mdemnzty or other ﬁxed Lndemntty ¢ov-
erage; - . .
- (b) Cred:.t msurance,
(¢) Disability income msurance,
: (d) Long.term care insurance as defined in Insurance
Artzcle, $§18-101,- Annotated Code of Maryland;
(e) Medicare supplement contracts; -
: P Any coverage tssued.under-Chapter &5 of Title 10
. U.S. Code, and any coverage issued as supplemental to cov-
erage issued under Chapter 55 of Title 10, U.S. Code; . -
(& Any toverage issued as supplemental to Lichility
Lnsurunce Workers’ Gompensation,. or similar ifisurance;
’ (h) Automobtle medical-payment insurance, or any.
".insurance under which.benefits are payable with or without

- ampg, St

regard to fault, whether written on.c gToup, blanket or indi-

vidual basis; or -
C @) Any combindtior of the insurdnce benefzts de-
scribed in $§B(2)(a) — (h) of this regulation: - -

‘C. The requirements of [Regulation :11] Regulations .09

“and. .10 of this-chapter apply to all converted policies issued *

or renewed on or after [September 1, 1996] -March 24, 2008
.[.08] .04 Conversion anxlege

A, All group policies, as defined in th.xs chapter, shall ‘can-
_tain a provision stating that-an. msured person who hds

i ,@ been'continuously covered under the'group policy and under-
'?  ahy group policy providing szmzlar beneﬁts which it replaces
for at least.3 months.and whose coverage is terminated. for-

i .’ . any reason.other than [failure of the insured person to pay a

required premium or contribution] the reasons described in -

- §D of this regulation, shall have issued to Him withotit evi-

‘dence of msurahlhty a converbed policy’ prov1dmg benéfits
not less than the mxmmum beneﬁts reqmred by this chap- -

ter: -
B. A carrier shall mclude ] nottce af the rzght of conver-
sion in each certificate of cauerage provzded to mdwzduals
. .covered under group policies. . .
C[B.JC. (ext unchanged) -
[C.] D.” Exceptions.

mmntenance orgamzatmn, or.is covered or eligible for cover-
* age under another group pohcy whith provides benefits sub-
‘stantially equal to the minimum benefits required by these
regulations, or if the provisions of Regulation [07H(1)]

:06H(1) of this chapter would be applicable.

’ (2) The [insurer] carrier is not required to issue a con-
verted policy to a person eligible for Medicare|, or to- con-
- finue coverage under a converted policy beyond the date

" when the covered person is eligible for Medlcare]

(3) The-carrier is not requzred to.issue o converted
polzcy if termination under the group poltcy occurred be-
cause:

(@) The-employee, member or dependent performed
an act or practice that constttutes fraud in connecttan with
the coverage;

tentional misrepresentation of a matertal fact under the
terms of coverage; or

PRQPOSEb ACTION ON'REGULATIONS

(1) The [insurer] carrier is not reqmred 1o issue a con-
) verted policy if the insured perscn is enrolled in & health - -

</‘ N (b) The employee, member; or dependent made an in-

223

{¢) The termmated coverage ,under the group policy

" was replaced by similar coverage within' 31 days after the

date of termination of the group policy.

(4) The carrier is not required to issue a converted
policy if the individual’s coverage under the group poltcy ter-
minated due to the insured person’s fculure to pay o reqzured

. premium,

[06] .05 Tnsurer's Optxon e - S
A. Instead of issuing an individual converted pohcy, the

" [insurer] carrier may elect:to provide the coverage required

by this.chapter by means of a group policy issued to a

trustee -and covering persons eligible for the conversion -
rights of these regulations.

B. The policy issued under $A of this regula.tmn may pro-

- vide that the entire premlum be payable by the msured per-

‘sons. -

~C. [This] The group policy issued under $A of this regula
tion shall provide benefits not less than those stated in
Reguilations [07 and 11] .06 and'.10-of this chapter

: [.07] 06 Standards for Converted Policies.

- A. The converted policy shall become: effective [upon] on
the day following the date of termmahon of insurence cover-
age under the group policy.

B. (text unchanged) :

. C. [Converted policies covermg an employee or member

* or spouse of an employee or riember shall be renewable un-

til the person is eligible for' Medicare:] If.a converted policy
issued to an employee or member- also‘covers a. deperident .
child whose coverage under the group policy would have'ter-
minated at ‘e specified.date; the-converted pohcy may pro-
‘vide for termination.on-or:after that date, subject, however,
‘to the requirements .of - I.nsurance Artmle, $§15.402, Anno-

‘tated ‘Code of Maryland, wh;chever is apphcable
= D.. (text unchanged) - - .. o

‘B, Preexisting Conditions. - . P
«(1) The converted pohcy may not- contam exclusmns for
preexxehng conditions; except to the exterit {hat s condition .
was excluded from the' group pohcy from whmh conversmn
-was made.’ :
{2). Benefits for- pregnancy and chﬂdblrhh may not be

' éxclnded from the converted: pohcy:f ‘benefits.for-these con-

ditions were provided under the:group. policy.
(3) The converted policy may provide that: L

(c)-Any . hospital, surgical, -or medical- benefits pa,y-
able under the converted policy may be reduced-by the
amount of any hospital, surgical, or medical beriefits pay-
able under the group palzcy ‘after the termmatwn vf the Lndr.-
vidual’s group coverage; and -
’ '(b) During the first paltcy year, the beneﬁts payable
under the converted policy, together with the benefits payable
under the.group poltcy will not exceed the benefits that

. would have been payable had the individual’s coverage un-

der the group policy remained.in farce and effect.

F. " (text unchanged) : : .

G. A.converted pohcy may mclude a provision under
which the [insurer] carrier may request the following infor-
mation in advance of any premium due date:of the pohcy of
any person. covered under the policy Whether

(1) — (3) (text unchanged)

H. The converted policy may provide that the [msurer]
carriér may refuse to renew the policy or the coverage of any .
person insured under-the policy if:

(1) (text urchanged) :
(2) The information requested in accnrdance w1th 8G of
this regulatmn is not prowded in ’cx.mely fashion; for]

-
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(3) The information provided in response to the re-
quirement of §G of this regulation is fraudulent or contains
material misstatements[.]; B S

(4) The individual failed to'pay premiums or contribu-
tions in accordance with the terms of the converted policy,
including timeliness requirements; s S

(5) The individual performed an act or practice. that

-« constitutes ﬁaud-in-‘connection with.coverage; or -

(6) The individual made an intentional misrepresenta-
tion of a material fact unider the terms-of coverage.” ., . - .
I (text unchanged) B Lo
[.09] .08 ‘Application for Converted Policy.. .

A The conversion provision in the group policy may re-
quire that the insured person, or & person acting on. behalf
of the insured persoxn, makewritten application for the con-

‘verted policy and may not require that the first premium

due to the [insurer] carrier be paid sooner than 31 days fol-
lowing the termination of the-instired person’s coverage uR:
der the group policy, or soonerithan any extended. time. pro-

. vided in these regulafions. .. .- - .

B. (text unchanged) ~. - - ., v S

_C. The [insurer] carrier iy refuse to issue.a converted
policy or may issue 2 converted policy for a reduced amount
if the application shows the insured person is covered under

"a group policy providing benefits..substantially similar to

the maximum benefits which [he] the insured persorn could ’

elect under the converted policy, or if [he] the insured person
Las other health benefits. available at least equal to, the '
level of benefits which would perrmit the [insurer] carrier.to
refuse to renew & converted policy in accordance with the
standards of Regulation [.07G] .06G and H of this chapter.

[10].09 Premiums for Converted Policies.. .

A, Premium rates.for +the converted policies may be es-
tablished based upon the age of the covered person‘and the =
class of risk to which the person belonged while covered un-
der the group policy and to ‘the-type.and amount’ of insur-
ance provided. Conditions pertaining to health, occupation,
avocation, or lifestyle are not an. acceptable basis of classifi-
cation except as provided in Regulation .08B of this.chapter.

B. Premmium rates for:converted policiés are to.be deter-
mined with the expectation of producing an incurred loss

_ratio of not less than 80.percent. The insurer. shall file with

the Commissioner the proposed premium rates®together
with actuarial justification.] Co
. A, Except as provided in '§C of this regulation, the initial
premium for the converted policy.for the first 12 months and
subsequent renewal premium shall be determined in accor-
dance with the carrier’s premium rates applicable to: . .
(1) Individually underwritten standard risks;
- (9) The age and class ‘of risk of.each individual:to be -
covered under the converied policy; and .~ - o
- -(3) The type and amount of coverage. provided.
B. The experience under converted policies may not'be an -

. acceptable basis for establishing rates for converted policies.

C. A carrier may amend renewal premium rates for the
subsequent.year if: L S

(1) Thé carrier-experiences incurred losses for a period

of 2 years, on converted policies that have been in force for at

least 1 year; which exceed earned premiums:by more than 20

percent; and

(2) The amended premium rates are anticipated to pro-
duce o loss ratio of at least 120 percent. .
D.. Conditions pertaining to health status may not be an

" acceptable basis for classification for the purposes of this

regulation. L

.

tion[,}; e

[C.] E. The frequency of premiuin payment shall be the
frequency customarily required by-the [insurer] carrier for
the policy form and plan selected, provided that the [in-
surer] carrier may not require premium-paymoents less fre-

quently than quarterly without the consent of the, [insured]
policyholder. -~ . . . B

[.11].10 Minimum Benefits under Converted Policies.

A. [If} Except as provided in:$B of this regulation;-if the..,
group policy from which conversion is made provided cover- .

age for basic hospital, medical, or surgical .espense insur-
ance, the insured person at [his] the insured person’s option
shall be entitled to obtain a converted policy under any one
of [the following] Plans 4, B, or G, ‘which are described in §C
of this regulation. ’ S :
B. [However, if] If the group policy provided hospital ben-
efits based on the full cost of a semiprivate room, the [in-
surer] carrier, at its option, may offer the insured person
only Plan A, and if the group policy provided hospital beb-
efits on a basis other than the full.cost of a semiprivate
foom, the [insurer] carrier, at its option, may offer the in-
sured person only PlansB'and C. - )
. C. Plans A — C provide the following minimum benefits:
“(1) A Plan A policy shall provide as minimum the ‘fol-

‘lowing benefits or similar benefits which are substantially

actuarially equivalent:

. . (a) (text unchanged) " .

" (b) ‘Surgical-medical expense benefits gccordixig to a
schedule consistent. with those customarily dffered by the
[insurer] carrier under group insurance policies and provid-

_ ing a maximum benefit of-[$4,000] $7,000;"

(2).' A Plan ‘B policy shall provide as inimur the fol-
lowing benefits or similar ‘benefits which are substantially

'aépuai'ia'lly equivalent: - : ‘

(a) Hospital room"and board benefits in-a Inaximum
amount of[$400] $700 daily for a 70-day. mazimum dura-
(b) Miscellaneous- hospital expense bemefits’in &
maximum.amount of [$4,000] $7,000L.}; and Co
’ (c) ‘Surgical-medical expense benefits according to-a
schedule consistent with those customarily .offered. by the
[insurer] carrier under group policies and providing a maxi-

oum benefit of [$4,000] $7,000; .. :

(3) A Plan C policy shall provide as memum the fol-
lowing benefits or similar benefits which are substantially
actuarially equivalent: | o S

(2) Hospital room and board benefits in & mammum :

amount of [$200] $350 daily for a-70-day maxiroum dura-
tionf,}; o ) CoL . ..
: [](b) Miscellaneous hospital expense-benefits in-a
maximum -amount:of [$2,000] $3,600[;}; and"

- (c). Surgical-medical expense. benefits according to'a
‘schedule consistent with those ‘customarily -offered by the
[insurer] carrier under group policies and providing a maxi-

- mum benefit of [$2,000] $3,500.

‘[B]D. If the group policy from which conversion is made
provided coverage for major. medical or catastrophe expense
benefits, the ‘insured person ‘shall be entitled to obtain-:a
‘converted policy meeting the following minimum specifica-
tions subject to.the deductible and the limitation of {C and
D] §SE and F of this regulation, or similar benefits which
are substantially actuarially equivalent::

(1) (text unchanged) - ‘
(2) Miscellaneous hospital expense benefits for the
charges made by the hospital for services and supplies

. ~which are customarily furnished by the hospital and pro-

vided for use during a period of hospital confinement, in an
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amount not less than 75 percent of the charges incurred
subject to a maximum of [$4,000] §7,000;

(8) Surgical expense benefits not less than 75 percent '

of the scheduled benefits customarily offered by the [in-
surer] carrier under its group policy W'Lth a maximum of
[$4,000] §7,000;
(4) — (6) (text: unchanged)
[C.] E. Major medical or_catastrophe coverage benefits

" may be subjectto a deductible equal to the benefits provided

under any basic hospltal-medmal-surg'lcal policy or other
plan of health benefits covering the insured person plus a
cash deductible of [$500] $800.

[D.] F ‘A major medical or catastrophe converted policy
may be subject to an dggregate maximum benefit limit per
person of [$200,000] $350,000.

[E.] G. Benefit Periods and Benefit Limits.

(1) The converted policy may use a definition of benefit
period similar to that contained in the group policy from
which conversion is made or may use a calendar year ben-
efit period.

(2) The converted policy may contain a benefit limit for

each benefit period.

(3) [This] The benefit limit need not be greater than the
limit for each benefit period which was available under the
group policy, or [$50,000] $87,500, if less.

[F.] 2. The benefits required under [A and B] §6C and D
of this regulation may be combined in a comprehensive
policy which affords benefits at least as favorable as those
required under [A and B] §§C ancl D of this regulatzon,
when both are apphcable

[.12] .11 -Benefit Levels.

If the coverage under the group pohcy ﬁ'om whlch conver-
sion is being made provided benefits less than those which
would be reqmred in Regulation [.11] .10 of this chapter, the
[insurer] carrier, at its optlon, may provide a coxverted
policy with benefits which are substantially similar to those

provided under the group policy instead of offering the .

plans required in Regulation [11] .10 of this chapter,

[.13].12 Out-of-State Conversions. ' :

A. A converted policy which is delivered outside of Mary
land as a conversion from a group policy issued in Maryland
shall be on a form which is permitted to be dehvered in the
other jurisdiction.

B. If the [insurer] carrier is prohlblted by the law of the
other jurisdiction from issuing a converted policy by reason
of not being licensed in that jurisdiction, the [insurer] car-
rier shall provide coverage in accordance with the require-

"ments of these regulations under a group policy issued in

Maryland or in ancther jurisdiction in which the [insurer].
carrier is licensed.

[.15] .13 Modified Requirements.

Upon request of [an insurer] a carrier, the Commissionér
may grant approval for modification of any of the minimum
specifications or other requirements of these regulations
upon a showing by the [insurer] carrier that modification is
equitably warranted.

[.16] .14 Notification.

A, The insured person whose coverage under a group
policy terminates and who is entitled to make applicafion
for a converted policy shall be notified of this right, [as well
as of the option to elect to continue coverage under the

'!‘group policy,] on or before the date of termination of cover-

age, but not more than 61 days before.

B. An insured person who. receives the timely notice of the

. conversion privilege, as described in $A of this regulation,

shall be given the right to apply for the converted policy until
at least 45 days after the date the individual’s caverage un-
der the group policy terminates.

C. If the insured person is not [so notified] pravr.ded the
notification described in §A of this regulation, then the in-

sured person shall have the right to apply for a converted..

policy [or for continuation of coverage] within the time
stated in the notice which shall be at least 31 days after the
date of the notice, except that the late notice may not extend
the period for mak.mg a.pphcamon beyond 90 days aft‘.er the
termination of coverage in the group pohcy

[B.]D. [Written] ‘Except as provided in §E bf this regula

tion, written notice presented to the insured person or -

mailed by the group policyholder to the last known address
of the insured person or mailed by the [insurer] carrier to
the last known address of the insured persan as furnished

_ by the policyholder shaJl constltute notice for the purpose of

this regulation.
E. [However, nohce] Notice glven by the policyholder or

_the [insurer] carrier by mail which is returned undelivered

does-not constitute notice for. the purpose of this regulation.

[C.] F Unless the written notice is to be provided by the - o

[insurer] -carrier, the group. policy shall contain & yirovision
to the effect that notice of the conversion [and continuztion
privileges] pritilege shall be. given by the group ‘policyholder
to the affected certificate holder upon termmahon of cover-
age of the insured person. - A

: RALPI-I S, TYT.E,R :

... Insurahce Commissioner

>
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