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Adopted Sections

An agency may take final action on a section 30 days after a proposal has been published in the Texas Register. The
ection becomes effective 20 days after the agency files the correct document with the Texas Register, unless a later
ate is specified or unless a federal statute or regulation requires implementation of the action on shorter notice.

If an agency adopts the section without any changes to the proposed text, only the preamble of the notice and
statement of legal authority will be published. If an agency arlopts the section with changes to the proposed text, the
proposal will be republished with the changes.

TITLE 28. INSURANCE

Part 1. Texas Department
of Insurance

Chapter 26. Small Employer
Health Insurance Regulations

SMALL EMPLOYER
HEALTH INSURANCE
REGULATIONS

* 28 TAC §§26.1-26.27

(Editor’s Note Due to the size of the foliowing
rules and the restrction the Register has on the
number of pages per 1ssue, the following will be
published in sts enturety in Volumes 1 and 11 of the
December 17, 1993 1ssue of the Tevas Register
Volumes NIl will begin with the other submussions
for this 1ssue )

The State Board of Insurance and the Com-
missioner of Insurance adopt new §§26.1-
26.27. Sections 26 4-26.7 26 9, 26 11, 26.14,

6.16, 26 19 and 26 27, Figures 14, 15, 16,
&7, 18, 20, 21, 22, 23, 24, 25, 26, 27, 28, 29,

31, 34, 36, 37, 38, 39, 40, 41, 42, 43, 46, 47,
50, 51, 52, 53, 54, 56, 58, 59, 61, 62, 63, 64,
68 and 70, are adopted with changes to the
proposed text published in the October 29,
1993 issue of the Texas Register (18 Tex
Reg 7587). Sections 26.1-263, 26 8, 26 10,
26.12, 26 13, 26 15, 26.17, 26 18 and 26
20-26 26, and §26.27, Figures I-13, 17, 18,
19, 30, 32, 33, 35, 45, 48, 49, 55, 57, 60, 65,
66, 67, and 69 are adopted without changes
to the proposed text and will not be repub-
hshed

The sections are necessary to implement the
Insurance Code, Chapter 26, enacted by the
73rd Legislature in House Bill 2055 The sec-
tions also are intended to make certain that
the provisions of the Insurance Code, Articles
21 20, 2121, 21 21-3, and 21 21-5 are ad-
hered to in health beneft plans covered by
the Insurance Code, Chapter 26 The amend-
ments to the sections made as a result of
comment are explained in the summary of
comments and the agency’s response to the
comments One amendment to §26 19 was
made to correct a typographical error Section
26 19(b()(1)(B) was amended to insert the
word "than” which was omutted through typo-
graphical error

The sections set out the requirements for
compliance with the Insurance Code, Chapter
26, which governs small employer health in-
surance Section 26 1 describes the purpose
of the sections, §262 adopls and incorpo-
rates certain forms to be wused with small
employer health plans, §263 contains the

severabilty clause, §26.4 defines the words
and terms used In the sections, and §26.5
describes the applicability and scope of these
sections and the plans to which these sec-
tions are applicable (e.g., by type, purchaser,
dates of issue, and the changing status of the
employer contributing to the plans) Section
26.6 lists the ways in which a camier be-
comes a health camer as described in these
sections, outhines the duties of health carriers
in connection with these sections under vary-
ing circumstances, and sets out the reporling
requrement for health camriers to elect
whether or not to be a small employer carrier,
and to designate geographic areas Section
26 7 outlines the requirement that a small
employer camer must offer to provide cover-
age to entwe groups and sets out the ways in
which various members of the groups must
be treated, as well as the requirements for
enroliment periods, and §26 8 sets forth the
way in which the conirbution and participa-
tion requrements for small employer health
benefit pians mus! be determined Section
26.9 contains requirements and imrtations on
exclusions, imitations, waring periods, pre-
existing conditions and restrictive riders wra-
ten in connection with small employer health
benefit plans. Section 26 10 sets oul the re-
quirements for determining the classes of
business of small employers for rating pur-
poses Section 26 11 describas the restric-
tions relating to premium rates and sets forth
the requirements for rating manuals and rat-
ing methods, as well as the requirements for
subsequent changes in rating methods Sec-
tion 26 12 descrnbes the disclosures which
must be given by each small employer carmier
and each agent as part of any solictation and
distribution of sales matenals relating to smalt
employer health beneft plans Section 26 13
contains the requirements for fair marketing
of small employer health beneft plans. Sec-
tion 26 14 contains the requirements for cov-
erage (the three prescribed plans and the
optional plans) which must be offered to small
employers; §26.15 contains the requirements
for additional coverage which must be offered
under certain circumstances Section 26.16
contains the requirements for renewabilty of
coverage and the rules relating 1o imitations
on cancellation; §26 17 describes the circum-
stances under which a small employer may
elect to refuse to renew coverage and the fact
that the election will foreclose the camer from
writing small employer health benefit plans in
the state or geographic area for a period of
five years, the way in which a camier may
reapply o reenter the smal employer market
after the passage of five years, and the re-
quirements that the carrier give notification of
termination of coverage, §26 18 describes the
contents of the notice to covered persons of
the termination of coverage Section 26.19

descrbes the requirements for filing policy
forms, contracts, certificates and evidences of
coverage for health benefit plans in the small
employer market, and §26 20 contains the
reporting requirements for health cameis
subject to the Insurance Code, Chapter 26
Section 26 21 contains the requirements o
and limtations on cost containment Section
26 22 sets out the requirements for private
purchasing cooperatives and §26 23 contains
a description of the powers and duties of the
Texas Health Benefts Purchasing Coopera-
tive and private purchasing cooperatives
Section 26 24 Ists the procedures for the
appeals process in connection with the filing
and approval requirements of these sections
and the mailing address for the reporting re-
quirements found in these sections Section
26 25 states that misrepresentations about
the effects of Insurance Code, Chapter 26 will
be considered a violation of Insurance code,
Articles 2120 and 2121, and §26 26 de-
scribes the administrative violations and pen-
alties The forms are listed in §26 27 of these
sections and printed in the appendix which
follows that section Coptes of the forms are
on file with the Office of the Secretary of
State, Texas Register Section. Copies of the
forms and complete sets of protolype forms
may be obtained from the Texas Department
of Insurance, Publications Depariment, MC
108-5A, P. O Box 149104, Austin, Texas
78714-9104

Comments Relating to Purpose-Section 26 1

Two commenlers stated that this provision
not only states the purpose of the rules, but
includes a statement of legisiative intent The
commenters indicated that because the legis-
lation dd not contain a specific statement of
legislative intent, the authorty of the depart-
ment {o state in rules the legislative intent of
House Bill 2055 is questionable

Agency Response. The agency disagiees
with this comment because it is clear from the
legislative history and the provisions in the
Insurance Code, Chapter 26, that the stated
purpose corresponds 1o what the statute at-
tempts to achieve and the purpose section
reflects the agency’s purpose in promulgating
the rules. No change is necessary.

Comments Relating to Franchise Insurance
Policy-Section 26 4

A few commenters requested that the defini-
tion of franchise insurance policy be changed
to state that the rates for such a policy shall
differ from the rate otherwise applicable to
individually solicted policies, rather than may

Agency Response The franchise insurance
policy definition will remain unchanged from
the published defintion because the

¢ Adopted Sections
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commenters recommendation would create a
loophole allowing companies {o charge the
same rate (rather than a lower rate) simply to
remove the policies from the definition of fran-
chise insurance policy.

Comments Relating fo Limited Benefit Defini-
tion

Several commenters stated that the proposed
definttion ol limited benefit was not consistent
with rules previously adopted by the Board
and the intent of other chapters of the Texas
Insurance Code. These commenters recom-
mended that the defintion be amended to be
dentical to that defined by previous rules.

Several commenters stated that they believe
the cument definition creates a loophole
through which camers can market a whole
slate of policies to small employers that are
exempt from the Insurance Code, Chapter
26 The commenters recommended that the
definition be amended to: policies that pro-
vide payment of benefits only upon occur-
rence of certain contingencies, such as
cancer, or in a particular setting, in contrast to
policies covering all contingencies other than
those excluded

Several commenters slaled thal policies sold
1o supplement other in-force policies, such as
but not hmited to CHAMPUS and intensive
care, should be added to the list of those
plans exclided from Chapter 26. Several
comingnters stated that they were still uncer-
tain exactly what censitutes a imited beneit
policy

Agency Response The agency believes the
detinttion of limited benefit is consistent with
legisiative intent and accomplishes the pur-
pose of the legislation The agency believes
that the definition 1s specific as being applica-
ble to Chapter 26 provisions only and there is
no correlation between these sections and §§
33070-33080 which were wniten under a
different slatile for a different purpose.

The agency agrees that there should not be a
loophiole to allow camers to market policies to
small employers and believes that the pro-
posed definition allows only policies with truly
mded coverage be exemp from this chapter.
It was not the agency’s intent to exclude
Supplemental coverage such as, but not lim-
ted to, CHAMPUS supplements and inten-
swve care iom the types of coverages that are
not required to comply with Chapter 26 nor do
we beheve it was the legislature’s intent to
require supplement coverages to comply with
Chapter 26 of the Texas Insurance Code.
The definition in §26 4 has been changed to
mciude those coverages.

The agency agrees that there may be some
confusion as the true intent of the definition
and the beginming of the definition of limited
beneft 1s amended to read as follows™ "For
purposes of this chapler and the Inswance
Code, Chapter 26, only, this term means a
policy of acexdent and sickness insurance:..."

Subsection (A) of the definition of hmied ben-
efit is amended 1o include supplemental cov-
erage as follows

"(A) that provides for payment of benefits
only upon the occurrence of certain contin-
gencies, such as cancer or other specified

disease, in contrast to policies covering all
contingencies other than those excluded, or
coverage, including but not limited to
CHAMPUS supplements or intensive care,
sold 1o supplement other coverage in force,
o

Comments Relating to Actuary Definition in
§26.4.

One commenter suggested that a definition of
"actuary” be included in the rules since actu-
aries are responsbie for cedifying compli-
ance with the raling provisions.

Agency Response. The agency agrees, and a
definition of actuary is included in the rules
based on the definition of actuary found in the
Insurance Code, Article 1.11a.

Comments Relating to Definitions.

Cne commenter recommended including a
definition of new employee that would provide
the employee is commencing employment
with the employer for the first time.

Another commenter indicated the definitions
of case characteristics, small employer, de-
pendent, and efigible employee should be
consistent with the statutes. Another
commenter indicated that the definition of "eli-
gible employee” could extend coverage to
businesses with more than 50 employees.

A commenter suggested adding reference to
Article 26.48 in the definilion of small em-
ployer health benefit plan io include HMOs in
the definition.

Agency Response. The agency beleves the
recommended definitions would be contrary
to provisions in the slatute relating to the
definition ot eligible employee. Also, the rules
include a definition of new entrant and eligible
employee; therefore, an addtional definition
is not needed in that area. it should be noted
that the recommended definition could serve
to remove certain employees from eligibility
for coverage.

The agency does not believe it &5 necessary
1o include HMOs since there is akeady a
reference to Article 26.42(d) which refers to
other plans authorized to be sold; these other
plans include HMOs. Also, the definition is
taken direcily from the statute and should not
be changed.

Definitions are consistent with and repetitive
of definitions in the statute and therefore no
change is necessary.

Comments Relating to Existing Plans.

Several commenters slated that the proposed
rule prohibits any change whatsoever to ex-
isting plans; there are many routine changes
provided by insurers at the request of the
employer/employee-these changes would
compel those plans to comply with Chapter
26 and the result is that there is really no
“grandfathering” of pre-9/1/93 plans.

Commenters listed at least nine transactions
which they consider to be routine and that
they do not believe should be considered
“changes” to the plan, stated that inclusion of
existing plans was contrary to legislative in-
fent and was not authorized.

Many commenters indicated that the Insur-
ance Code, Chapter 26 conlans no provi-

sions that make the bill applicable to plans in
force as of 9/1/93, except Asticle 26.34 which
subjects those plans to rate provisions in Arti-
cle 26.32 and 26.33. Some commenters sug-
gested language.

Several commenters stated that §26.5(c) de-
scribes certain events that will be considered
to be changes in the pian, for plans issued
prior o 91/93 and it includes as a change
"excluding one or more of the previously cov-
ered employees or dependenis from the
plan."individual employees or dependenis
may voluntarily leave an existing plan for
many reasons (such as divorce, death, retire-
ment, resignation, failure to pay premium,
etc.) It one covered employee or dependent
left the plan after 9/1/93, the plan for all other
remaining insureds would have 1o be modi
fied subject to Chapter 26.

A few commenters expressed unceriainty re:
garding the application of Chapler 26 to asso-
ciation group business. One commenter
believed that employers first purchasing a
pian through an association should k2 able to
obtain a plan twough a contract issued prior
to 9/1/93 even though the employer is pur-
chasing the plan cn or after 1/1/94.

Agency Response. Based on the comments
received, the agency has changed §26.5 and
§26.7, to toially grandfather the existing busi-
ness issued prior to September 1, 1993. The
published sections seemed a fair compro-
mise, but would be difficult to enforce. Em-
ployers will have the option of cancelling the
plans and getting the plans covered by this
chapter with all of their guarantees. There will
be a turnover of these existing plans in the
normal course of events

The agency agrees that clanfication may be
needed concerning changes in covered em-
ployees, and changes have been made to
§26.5 and §26.7, which should remove these
concems Other recommendations concern-
ing changes for purposes of the renewal date
will be addressed under that topic.

The Insurance Code, Chapter 26, 1s applica-
ble to association group business to the ex-
tent # involves a small employer. Plans
purchased on or after 1/1/34 are subject to
the requrements of the statute. Allowing the
continued sale of plans that do not comply
with the statute would be contrary to the law
and defeai the purpose of small employer
group health insurance reform

Comments Relating to Existing Plans and Re-
newal Dale Defintion.

A commenter suggested that reference lo
changes n the renewal date defintion be
excluded.

Several commenters suggesled that the
words “or deletion” be added after the word
“addition” and indicales that there 15 nc rea-
sonable or rational distinction between addi-
tion or deletion of employees.

Several commenters had suggested lan-
guage for changes in the definition, sug-
gested clanhication of renewal date for
associations, and stated that list billed poli-
cies were guaranieed renewable and could
not be changed.
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One commenter agreed with the definition of
renewal date as published.

One commenter suggested language to clar-
ify the definition of “renewal date™.

Agency Response. The agency does not
agree with the proposed deletion of reference
to changes in the definition of renewal date
because it is needed to sufficiently define the
term.

The agency agrees that the “voluntary” dele-
tion of an employee or dependent, insured
under a health benefit plan, should not be
considered a change for purposes of deter-
mining whether a renewal date has occurred.
The agency has changed the definition of
"renewal date” in §26.4 to clarify that the
deletion of an insured or dependent from a
plan would have to be voluntary by the in-
sured employee or due to termination of em-
ployment of the employee or retirement or
death of the employee or dependent.

The agency also agrees that the definition of
renewal date needs the clanfying wording
“contraci or certificate of coverage™ as recom-
mended by the commenter.

Comments Relating to Jurisdiction and Em-
ployer Becomes a Small Employer.

A commenter suggested thal compliance ot a
health benefit plan (when an employer be-
comes a small employer) be required on the
later of January 1, 1994, or the date specified
for renewal or the policy anniversary date, the
commenter also stated this would be consis-
tent with §26 5 (). A few commenters sug-
gested that consideration be given to making
the plan subject to requirements of the statute
' and rules it the employer remains under 50
eligble employees for a cerain length of
time. One commenter stated that the regula-
tions would be applied to business originaliy
sold and delivered outside Texas if the em-
ployer relocates lo Texas and that this will
create conflicts in jurisdiction between Texas
and the original state where the plan was
issued.

Commenters suggested that the date for de-
termination of whether an employer is a small
employer be changed to the renewal date,
and requested that §26. 5(i) and (j) make the
employer responsible for assuring compli-
ance, stated that regulation of out-of-state
master policies was a problem as was juris-
diction over out-of-state certificates. One
commenter stated a non-small employer was
not guaranteed renewable.

Agency Response. To make the provision
consistent with §26.5(i), the agency agrees
that a change is needed; also, the change is
needed due to other changes related to
grandfathering of existing business tssued
prior to 9/1/93. These changes are found in
§26.5 and §26.7. A change with respect to
small employers based on number of employ-
ers is unnecessary because this is covered in
the definition of small employer.

Due to changes with respect to the applicabil-
ity of the rules to existing business ssued
prior to September 1, 1993, changes are
needed to make the provision consistent with
other recommended changes. With the
change, requirements would apply to busi-

ness issued between 9/1/93 and 1/1/94 upon
the first renewal date following 1/1/94 in
cases where the employer becomes a small
employer. The change is included in §26.5.
The agency does not agree that the employer
should be made responsible for assuring
compliance.

With respect to out-of-state jurisdiction, the
agency agrees, in part, with the comments;
however, the Insurance Code, Chapler 26
defines "small employer™ in terms of the ma-
jority of employees being employed in this
state. The agency will delete the words "or
certificate™ in §26.5 of the published rules to
assure that cerlificates issued outsde the
state of Texas not be subjecied to Texas
requirements. Texas has traditionally tried to
protect its policyholders who have policies
issued outside the state and it is important
that this position is maintained This change
does not remove the requirement that certifi-
cates issued in Texas must comply when the
master contract is issued elsewhere.

The agency has changed §26 5(i) to provide
that the small employer health benefit plan 1s
subject to the Insurance Code, Chapter 26
and these sections, except when the em-
ployer non-renews the plan or enrolls in a
different plan.

Comments Relating to Plans Issued Between
91/198 and 1/1/94.

Because §26 5(d) is clearly intended to apply
only to healtth benefit plans issued after
9/1/93 and before 1/1/94, the words "or re-
newed" in the first line confuse the time
period and conflict with the exclusion of pre-
9/1/93 issued plans in §26.5(b).

Agency Response The agency agrees and
the words "or renewed" are removed from the
frst sentence in §26.5(d)

Comments Relating to Notice Requirements

A few commenters indicated that requinng
carriers to send notice about the three stan-
dard plans to existing policyholders could dis-
rupt that coverage and increase the cost to
the small employer. A few commenters ind-
cated there could be administrative costs for
the notice requiwed. One commenter indicated
that the rule requires a second 60-day nolice
in addtion to the 30 day notice required by
the Insurance Code, Article 3 51-10 and sug-
gested that the notice requirement coincide
with the notice requirement n Article
3 51-10.

Agency Response The agency does not
agree with these comments This notice 1s not
disruptive. It simply educates small employ-
ers of the availability of other options so that
the employer can make a more educated
choice among available coverage. Also, i 1S
likely that any administrative costs would be
minuscule—carriers will already be contacting
the employers concerning renewal of therr
plans and they could include the notice with
any mailing concerning renewal of the plans
To minimize the number of notices required
and eliminate any additionai costs, however,
the agency will change §26 5(f) and (g) to
provide that the required notices be provided
at least 30 days prior to the first renewal date
rather ii'an 60 days This will allow camriers to
mail the notice required by the rules along

with the notice required by statute and should
eliminate additional costs.

Comments Relating to Status as Small Em-
ployer Carrier.

One commenter suggested clarifying that car-
riers who elect only to continue to renew
business (that may otherwise fall under the
Act) not be subject to the guaranteed renew-
abilty provisions of the Act. Also,
commenters requested that companies with a
small number of policies (unintentionally
brought under the Act) be given a transition
period to see if other arrangements can be
made or be allowed to required insured to
pay their own premiums.

Agency Response. Other recommended
changes to the published rules clarify the
applicabiity to health benefit plans issued
prior to 9/1/93; the agency does not recom-
mend any further exception other than the
recommended grandfathering of those plans.
It should be noted that for rating of health
benefit plans issued prior to 9/1/93, the stat-
utes require carriers to fully comply by 9/1/95.

Comments Relating to Geographical Service
Areas

A commenter indicated that the statute was
intended to affect only those cameru (such as
HMOs) with Iimted geographical service ar-
eas and that most camiers do not have territo-
nal Imitations within Texas  Another
commenter indicated that t# believed the
agency intended the rules to prohibit unfair
wihdrawal from the market, etc, and
redlinng The commenter recommended In-
cluding 1n §26 6(c) the following language
Service areas by zip code shall be defined n
a non-disciminatory manner and in compli-
ance with Insurance Code, Adicle 21.21, §4
and §21.21-5

Agency Response. The proposed rule was
not intended to require camers who do not
have geographic service areas 10 develop
and establish such areas. To clarify the re-
quirement, a sentence is added to §26.6(c)
that indicates if a cammer has no particular
service areas, a statement that the entire
state 1s the geographical service area will be
acceptable The agency agrees with the com-
ment on non-discnmination and the sug-
gested language 1s added to §26 6

Comments Relating to Dependent Coverage

Several commenters stated that HB 2055
does not mandate dependent coverage in ev-
ery small employer pian, but leaves the op-
tion (to the employer) of providing dependent
coverage. Commenters further state that the
carrier does not have an option, but the em-
ployer does, and state that the rule should not
go beyond the statute. Other commenters
said that it 1s up to the carrier whether to offer
dependent coverage and the rules go beyond
the authorty granted in the statute, and that
the costs to the employer would go up be-
cause the employer pays 75%

One commenter supported the proposed rule
as published and indicated that 1equiring the
offer of dependent coverage to employees of
the small employer is consistent with Article
26 21 and helps to spread the risk and make
coverage more broadly available
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Agency Response. A reading of the provi-
sions of HB 2055 as a whole seems to indi-
cate that it is intended that dependent cover-
age be offered o empioyees of small
employers. Because one of the primary pur-
poses of HB 2055 is to increase the availabil-
ity of coverage, it is appropriate to require
ihat employees of small employers have the
option to purchase dependent coverage. This
would ensure thal coverage is available to a
larger number of people, particularly children.
Testimony of various individuals before the
House Insurance Committee and Senate
Economic Development Committee also sup-
ports this interpretation of legislative intent.
There are many references in the Insurance
Code, Chapter 26, to employees and depend-
ents. References can be found in Articles
26.02(7); 26.02(12); 26.13; 26.21(d), (), (h),
(i):(); 26.23(b); 26.24; and 26.72(a). Article
26.13 specifically provides that the Purchas-
ing Cooperative is established to make health
care coverage available to small employers
and their eligible employees and eligible em-
ployees’ dependents. All references lead one
to believe that dependent coverage is aways
available to employees of the small employer.

Article 26.21()) provides (in part) that any
coverage of a newborn child terminates on
the 31st day after the date of birth unless
dependent children are eligible for coverage.
Dependent children would not be eligible for
coverage if an employee had dependent chil-
dren and had decided not to purchase to
coverage on those dependent children; other-
wise, dependent children would be eligible for
coverage.

In addition, Articles 26.45 and 26.47 provide
that coverage must be included (in the pre-
ventive and primary care benefit plan and the
standard health benefit plan respectively) for
well-child care; Ardicle 26.47 provides that
coverage must be included for childhood im-
munizations, and vision and hearing tests for
children under 19 years of age. These provi-
sions also support the agency's view of the
legislative intent to cover dependents.

Since the costs for dependent coverage must
be paid for by employees and not the small
employers, the comment that small employ-
ers costs would increase does not seem {o be
valid.

To clarify whether dependent coverage is
provided, the agency has added language to
the policy forms (prototypes.) The language
states whether or not dependent coverage is
provided; the cerificale face pages, refer-
enced in §26.14, will be required to include
the dependent coverage election and the ex-
planation in the individual data pages, refer-
enced in §26.14, will be changed to require
the same. These changes will still require that
dependent coverage be offered to employees
of the small employer. The employer is not
required 1o pay for dependent coverage. The
employee pays for dependent coverage.

Comments Relating to Clarification.

One commenter staled that in §26.7(1), third
ling, the comma after "small employer carrier”
appears to be inappropriate and should be
deleted, and the next word "in® probably
should be change to "during” or "during the
initial enrollment™ for clarification purposes.

Agency Response. The agency does not
agree with the recommended change be-
cause il could create a major loophole in the
requirement; however, changes are made to
make the requirements consistent with the
grandfathering of existing business issued
prior to September 1, 1993, as a result of
other comments in §26.5 and §26.7.

Comments Relating to Duty of Agents/Carri-
ers.

A commenter indicated that the provisions of
§26.7 impose additional burdens on agents
and carriers and would be potentiailly damag-
ing 1o all three parties. The commenter further
indicated that using the words "reason to be-
lieve” 1o trigger the requirement for an agent
to notify the carrier leaves the agent open to
litigation or other actions for failure to notify.

Agency Response. The agency agrees that
"reason o believe" could be a very difficult
provision for agents and carriers and those
words are deleted and replaced with the word
"knowledge™ in §26.7(e).

Comments Relating to Adding Previously Ex-
cluded Employsees.

Several commenters objected to adding em-
ployees previously excluded from health ben-
efit plans to the coverage of the plan. They
also indicated that in most cases, the groups
would not have been issued coverage if the
excluded individuals had to be provided cov-
erage. One commenter said that most states
do not requre this until the reinsurance
mechanism is in place and it could cause
financial harm to camiers if required before
then. A commenter stated that there is no
statutory authority for this requrement and
that if it remains, the carrier should at least be
allowed to adjust premium rates not subject
to the raling requwements. A commenter
stated that there was much debate during the
1993 Legislative Session concerming guaran-
teed issue. The commenter also indicated
that Article 26.21(e) requires guaranteed is-
sue of coverage to new entrants in a small
employer group, but by virtue of an oversight
it is in direct contradiction to the Act’s intent.

Agency Response. Due to the comments re-
ceived and the proposed change 1o grandfa-
ther health benelit plans issued prior to
9/1/93, changes are made to §26.7(l) and (n).
The changes delete the applicability of these
requirements for plans issued prior to 9/1/33.

This would not eliminate the requirement for
plans issued between 9/1/93 and 1/1/94;
those plans will have to be in full compliance
on their first renewal date following 1/1/94.
While camriers could adjust the rales, the re-
sulting rates must comply with provisions of
the statute.

The correct cite is Article 26.21(f), which re-
quires guaranteed issue to new entrants in a
small employer’s health benefit plan;. All
plans issued on or after 9/1/93 are subject to
this requirement; however, due to the
grandfathering of existing business issued
prior to 9/1/93, the agency has changed
§26.7()) to make the provisions consistent
with the grandfathering of existing business.

Comments Relating to Waivers.

One commenter suggested that the waiver
requirement be eliminated or changed. The
commenter suggested that the employer is in
a better position to administer this require-
ment and provided suggested language for
changes. Another commenter indicated that
the waiver requrement could be burdensome
and costly to small employers it they are
required to maintain the waivers. Another
commenter stated that the provisions penal-
ize the carrier for an employer's misdeeds
and portions of the rule are uneniorceable.

Agency Response. The waiver requirement is
designed to protect employees of a small
employer and ensure that those employees
are not being excluded except at their own
election. The waivers are required 1o be
maintained by carriers not small employers.
No change is necessary.

Comments Relating to Waiting Periods

A commenter indicaled that there is no basis
in the statute for treating raductions in waiting
periods in such a broad manner.

Agency Response. Tha agency disagrees
with this comment and believes that Aricle
26 21 and 26.49 provide direction on provid-
ing credit toward waiting periods. Further-
more, this requirement will only apply to plans
issued on or after 9/1/93 and those plans
should not have excluded individuals anyway.
No change is necessary.

Comments Relaling to Additional Coverage.

A commenter indicaled that the section could
use clarification and that it was not clear if
carriers would have to provide coverage not
permitted as part of the protolypes. A
commenter stated that the additional cover-
age that coukd be added should consist only
of the riders that could be added to the three
standard plans. A few commenters indicated
that Article 26.8(b) seemed to permit empioy-
ers to select more than one plan (as addi-
tiona! coverage) and expressed doubl that the
90% participation requirement could be met
in this situation. A commenter expressed con-
cern over the lack of restrictions in the rules
concerning an employee’s abilily to change
plans and indicated that an employee with the
lowest cost plan could become severely ill
and then change !0 a richer benelit package.
A few commenters indicated that nothing pre-
vents employees from selectively upgrading
benefits and such antiselection could make
pricing difficult.

Agency Response. Sections 26.15(b) and (c)
already address these comments; §26.15(b)
specifically excludes life insurance and prod-
ucts from the addtional coverage required to
provide and §26.15(c) specifically states that
a healih carrier shall not be required to pro-
vide any types of additional coverage that the
carrier does not write in the state. Otherwise,
the carrier must provide additional coverage
with any health benefit plan issued to small
employers. An employer could select more
than one plan, but a carrier is only required to
issue additional coverage (riders or a richer
benefii plan) if 40% of the employess elect
the same additional coverage, in accordance
with Articla 26.21(c) A single employee could
not generally purchase additional coverage
on a guaranteed issue basis, unless 40% of
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the eligible employees also elected such ad-

ditional coverage; however, if an employer

negotiated an arrangement where the em-

er is issued more than one plan, all eligi-

e employees would have to be given an

ual opportunity to select from the plans
issued. No change is necessary.

Comments Relating to Contribution and Par-
ticipation Requirements.

A commenter stated that the rules exceed
statutory authority and conflict with the stat-
ute, by allowing carriers to ignore statutes,
authorizing a six month period where the em-
ployer fails to meet statutory requirements,
and allowing rounding down to meet the par-
ticipation requirement. Several commenters
indicated they believed the 75% contribution
and 90% participation requirement only
applies to the three standard benefit plans.
Two commenters indicated they thought the
contribution and participation requirements
did not apply to HMOs. A commenter urged
we include some flexibility for employers of
less than 20 employees. A few commenters
slated that the 90% participation level should
only be measured specifically at the time of
renewal and there should be no six-month
failure to meet participation requirements. A
few commenters indicated that coverage may
be less available due to the 75% contribution
and 90% participation requirement and this is
contrary to the law.

Agency Response. The agency does not
agree with these comments. The rules are
authorized under Article 26.04 as well as
_other stalutes that provide the Board and/or

mmissioner rule-making authority. The
les do not conflict with the statute but pro-

ide clarification for the statutory require-
ments. The requirements apply to all small
employer healith benefit plans as defined by
statute and rule. These plans include the
three standard plans and any other health
benefit plan offered to the small employer
subject to Article 26. 42(d). Any other health
benefit plan is inclusive of HMOs plans. The
statute does not distinguish between employ-
ees with more or less than 20 employees and
the statute is equally applicable to all small
employer health benefit plans. The rules do
include a provision to round down if the appli-
cation of 90% is not a whole number. The
provision of the rules relating to 90% partici-
pation addresses situations where the em-
ployers’ participation level may fluctuate
frequently placing him in and out of l.ie cate-
gory ot small employer. Early comments re-
ceived on the rules prior to publication
indicated a need to address this situation and
this rule does that. The agency is hopeful that
that coverage will be more available. It should
be noted that the requirements for 75% con-
tribution and 90% participation are found in
the slalute (Article 26.21(b)) enacted by the
Legislature. No changes are necessary.

Comments Relating to Enrollment

A few commenters suggested changes in the
language of this rule to address situations
where the employee may not be eligible for
coverage on the date employment begins

as in accordance with the statute.

Une commenter questioned whether the rule

Agency Response. Section 26.7(h)(1) and (3)
are being changed to address the concerns
expressed by commenters and to assure that
new entrants are provided the required envoll-
ment periods.

Comments Relating to Preexisting Condi-
tions.

A commenter suggested that this requirement
be deleted or changed so that any determina-
tion at time of enroliment would be at the
carrier’s discretion. The commenter indicated
that this is part of some camier’s claim admin-
istration. A commenter suggested that the
rule be changed to require the enrollee to
provided the information within a cerain
amount of time.

Agency Response. The agency disagrees.
No change is necessary. The agency be-
lieves it is important to determine, at time of
enroliment and issuance of the plan, the ap-
plicability of pre-existing condition provisions
to the enroliees under the plan. This should
help assure prompt payment of claims if cam-
ers akeady have the information at time of
claim. The agency does not agree that the
rule should require enroliees to provide all the
information needed and within a certain time
period. Camiers generally are better equipped
to find out the type of information needed to
administer the preexisting condtion provi-
sions.

Comments Relating to Raling Provisions.

A commenter stated that §26 11(c)(4) ap-
pears 1o go beyond Article 26.36(a) by pro-
hibiting the use of emerging experience to
vary the rates of different benefit plans as
well as the use of assumplions as to what
groups will select different plans. The
commenter also indicated that the rule fails to
recognize the permitted use of restricted net-
works when a reduced premium or substan-
tal difference in claim costs result. A
commenter indicated that §26.11(c)(6) only
provides for carriers to include one separate
charge of $5 per month per employee in
calculating premiums. The commenter further
stated that §26 8(c)(2) allows termination for
failure to meet participation requirements.
The commenter suggested that carmiers be
allowed to charge a participation penally
when small employers fail to maintain the
participation requirement.

A few commenters stated that the commis-
sioner lacks statutory authority to require prior
approval of changes in raling methodology
used by small employer carriers lo calculate
premium rates and that compliance with un-
derwriting and rating requirements is demon-
strated by actuarial cerification. Three
commenters indicated that there is no basis
in H. B. 2055 for §26.11(d) relating to estab-
lishment of maximum rating factors related to
group size.

A commenter suggested changing require-
ments in §26.11(c)(6) to clarify that the fee
applies 10 only to a covered employee and to
consistently use other terms. A commenter
indicated the prototype policies should be
changed because they imply that rates may
change by both policy form and class It was
suggested that language be added to inciude
"the same or similar coverage and that the

policy provision should specify what rate
class is applicable. A commenter suggested
that §26.11(a) be changed in the third sen-
tence after the words "is based on," to delete
the words "the health carrier's discretion™ and
insert in their place language relating to ob-
jective criteria.

Agency Response. Article 26.36(a) specifi-
cally provides that rating factors shall produce
premiums for identical groups that differ only
by amounts attributable to plan design and
that do not reflect differences due to the na-
ture of the groups assumed to select particu-
lar health benefit plans, so it would be
conirary to statute to allow use of assump-
tions as to what groups will select. The rule
allows differences among base premium
rates based solely on reasonable and objec-
tive differences in the design and beneiits of
the plans.

The statute does not provide for charging a
participation penalty fee when employers fail
to meet participation requirements.

The agency has statutory authority for these
sections. Article 2636 provides for the de-
partment to adopt rules o implement the stat-
ute and rules to ensure that rating practices
are consistent with the purposes of the stat-
ute, including rules that ensure that differ-
ences in rates charged for each small
employer health benefit plan are reasonable
and reflect objective differences in plan de-
sign. The agency agrees that compliance is
demonsirated by actuarial ceriification; how-
ever, TDI must monitor compliance and
changes in rating methodology are particu-
larly important to ensure reasonable and ob-
jective differences.

As a result of the comments received, how-
ever, the agency has revised §26. 11 to re-
move the prior approval requirements and
instead require carriers to file changes in rat-
ing methodology 60 days prior to use and
provide for the Commissioner to disapprove
any such change in rating methodology that
fails to comply with requirements of the stat-
ule and rules. The use of the disapproval
rather than approval process will allow this
agency to concentrate on the problems areas
and will be less burdensome.

The agency agrees that §26.11(c)(6) should
be changed to reference "covered employer”
rather than "employee” and “small employer
carrier” rather than "smali employer health
carrier”, and this change has been made.

The agency does not believe language or
figures need to be changed tc include the
additional language suggested. Aricle
26.02(3) requires carriers to base premium
rates on classes of business with same or
similar coverage. TDI will monitor compliance
with the statute.

The agency agrees with the recommendation
on removing the carrier discretion language.
The statute does not provide for camier dis-
cretion, but requires rates to be determined in
a particular manner based on objective crite-
ria. Section 26.11(a) has been changed ac-
cordingly.

Comments Relating to Disclosure.
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A commenter suggested that §26.12 needed
to clarify the meaning of reasonable disclo-
sure because agenis will have no way of
knowing what a carvier’s raling practices are.

Agency Response. The agency does not be-
lieve it is necessary to further detail the dis-
closure required. Furthermore, carriers will
have to provide agents with specific rate in-
formation as it relates to their health beneftt
plans for small employers. Rates are not nec-
essarily filed with TDI.

Comments Relating to Far Marketing

A few commenters indicated that it's not un-
common for agents to have exclusive market-
ing contracts for cerlain products or cerlain
associations and that carriers may not want
to permit all agents to market small employer
plans as provided in §26.13(a). A few
commenters stated that the time limits for
providing price quotes (within 10 days) and
nolifying employers of addttional needed in-
formation (within 5 days) stated in §26.13(c)
were too short and 10 should be changed to
20 and 5 should be changed to 10 Also, they
indicated it is not clear if the price quote
requirements apply to only standard benefit
plans or all plans. A few commenters indi-
cated that Article 26 71 required the use of
agents but that §26.13(b) and (c) seemed to
imply agents were optional A commenier
suggested that §26 13(i) be changed to make
employers responsible for determining
whether the employer's health benefit plan
will be subject to the slatute A commenter
asked for clarification if an HMO must comply
with §26.13(b) and (d) A commenter sug-
gested particular language changes in the
policy forms (prototypes) concerning rates to
limit segregating the market by policy form for
rating purposes A commenter stated thatt is
inappropriate for the Commissioner to have
authority to determine whether a small em-
ployer carrier has "good cause” o leave the
Texas market A commenter requested that
§26 13 be changed to delete exclusionary
references to HMOs.

Agency Response This provision 1s from the
NAIC Model Regulation and 1s intended to
assure that all small employer health benefit
plans are equally marketed and made broadly
available. Employers should receve prompt
responses and this will help assure that oc-
curs There is no prohibrtion in the statute for
carriers to directly market to small employers
The carrier (not the employer) should deter-
mine whether or not a health benefit plan 1s
subject to the statute HMO requirements are
specifically addressed in these sections

The practice of segregating the market would
be subject to the statute and rules and TDI
must monitor compliance already

Article 26.22 sets forth condiions under
which a small employer carrier is not required
to market health beneft plans to small em-
ployers. Article 26. 22(e) specifically provides
that "if the Commussioner determines” requir-
ng acceptance of small employers would
jeopardize the camriers financial condtion, the
carrier is not required 1o offer the plans for the
period set by the Commissioner

HMOs are not subject to the same requrre-
ments as indemnity health carriers since they

do not have lo offer the three standard plans.
Section 26 13 appropriately reflects excep-
tions provided for under the statute and no
change is recommended. No change is made
as a result of these comments.

Comments Relating to Filing Requirements.

A commenter objected to the requirement for
shell format for SEHPB's and believes it is
inappropriate for the department to mandate
format changes lo previously approved forms.

Agency Response. The agency believes that
the shell format requirement must be included
in the filng of a~y small employer health
beneft plan not only to streamline the policy
form approval process, but also to comply
with the proposed conversion rules (§3 3501-
33512).

A change to clanfy the hling requirements 1s
included in §26 19(a).

Comments Relating to Renewabilty.

A commenter indicated that there appeared
to be a contflict with §26 8 of the rules HMOs
should be allowed to cancel an individual that
fails to maintain the proper patient/physician
relaionship A commenter asked for the rea-
sons an HMO can terminate/cancel a group
A commenter stated that HMOs are usually
allowed a 60-day termunation without cause
and should not be subject to penalties under
§2617

Agency Response The agency disagrees
with these comments There 15 no conflict
between the provisions

HMOs normal operation allows this type of
cancellation if ¢ 1s included in the contract

An HMO may cancel or non-renew for the
same reasons an indemnity camer may do so
under iie prolotype plans, cancellation/non-
renewal can be due to non-payment of pre-
muum, fraud or misrepresentation of matenal
facts, or noncomphance with small employer
benelt plan provisions No changes are nec-
essary as a result of these comments

Comments Relating to Filng Requirements

A commenter said that it appears that
previously-approved policy forms would be
required to be filed and suggested an exemp-
tion or a certification process listing the form
numbers and approval dates A commenter
suggested amending §26 19(c)(12) to include
reference to the requirement of filings infor-
maton relaling to Plan  Language,
Subchapter G

Agency Response Section 26 19(a) does not
requre a rehling of previously approved
forms, however, #t should be noted that it 1s
very unhkely that those forms comply with
Insurance Code, Chapter 26, and apphcable
rules New lorms or amendments 10 previ-
ously approved forms must be filed to assure
complhance The agency agrees that it would
be helptul and appropnate to require carmers
to file a certification stating which speciiic
previously approved forms the carrier intends
to use in the small employer market and
therefcre §26 19 has been changed to n-
clude this requirement

The agency agrees with the comment includ-
ing the reference to Subchapter G, Plain Lan-

guage in §26.19(c)(12). The change has been
made.

Comments Relating to Reporting Require-
ments.

—

A commenter indicated that reporting dead- _

lines in §26 20(b) shouid be changed 1o be
consistent with existing financial statement
reporting requirements because the re-
quested information must come kom the
sanie source as the financials. Dates should
be (1) May 15, 1994, (2) August 15, 1994,
(3) November 15, 1994, and (4) March 15,
1994 Because of the existing financial and
fax statement preparation and reporting re-
quirements due on March 1 each year, re-
porting dates of March 1 in §26 20(e)-(g)
should be changed to either March 15 or April
1

A commenter stated that the gross premium
reporting requirement deadline of 1/1/94
should be changed fo 1/31/94; reporting
should only be semi-annual, and rules should
detail what is needed in the update. Another
commenter stated that quarerly reports
should be deleted. Two commenters stated
that carriers do not maintain information on
zip codes of insured employees and that this
would be a costly requirement A commenter
indicated that the reporting of numbers of
insureds for the various riders would be ex-
tremely burdensome. Two commenters rec-
ommended deletion of §26 20(b) reporting
requirements

Agency Response. The agency believes the
dates suggested by one of the commenters
(for reporting requirements i §26.20(b)
woukd be acceptable, if # would simplify the
process. The dates in §26.20(b) have been
changed to corespond to the dates recom-
mended. Section 26 20(f) contains reporting
requrements taken dwectly from the statute,
Article 26.07(a), and 1t would not be appropri-
ate to change a statutory reporting date

‘(March 1) stated in the statute. Other March

1st dates were included to comcde with the
statutory date. No change is necessary for
those dates

The agency has changed the reporting dates
n accordance with another comment, but will
nol change 10 a semi-annual report TDI
needs 1o monitor this market closely to deter-
mine the ellectiveness in the marketplace
and to address the need ftor this type of
nformation The agency has made changes
in the reporting requirements of §26 20 to
require reporting by zip codes only fdr the
small employer’s zip code (not the employ-
ees’) This should be readily available and will
provide necessary information to the agency.

Comments Relating to Cooperalives.

A commenter indicated that this provision al-
lows caimiers or TPAs fo provide administra-
tive services to a coop arxd therefore, allows
for possible conflict of interest if a carner i1s so
confracted The commenter further staled
that the rules shouid include a provision that
bars a camer from assuming this role if it
intends 1o parlicipate in the market or require
the carrier to make representations that as
the provider of admimistrative services t will
not act in any way to further its conflicting
interests as a small employer carmmer.
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A commenter stated that Article 26.15(a)(2)
provides for coops to collect premiums to pay
for insurance and premiums for administra-
ve expenses however, Congress in 15
USCA, §13(c) provides it is unlawful for an
insurer to pay as compensation to a coop any
funds since il is a representative of the op-
posing party.

A commemnter suggested that it might be ac-
ceptable for camiers to decline parts of a
purchasing cooperative.

A commenter indicated that TD! rules should
clarify how TDI intends coops to operate and
not simply repeat the statute. A commenter
expressed concern that people (who have
relatively little, if any, presence in Texas) will
come to create coops, and may cut corners,
fail 1o properly pay claims and fail to provide
what they agreed to (which will continue to
make the whole industry look bad).

Agency Response. The agency agrees with
the commenter that such a provision is desir-
able; however, Article 26.15 does not provide
any specific requirement for TDI to adopt
rules. Additional ieview and research is
needed concerning the department’s role in
regulating purchasing cooperatives; there-
fore, no change is recommended at this time.

The cooperatives develop and adopt their
own plans of operation, etc., and it is unlikely
that a coop would contract with a carner that
ts unwilling to wriie ihe entire coop. No
changes are recommended

. Comments Relating to Misrepresentation of
Statute or Rule, §26.25.

Two commenters objected to this provision
and indicated there was no basis for t in HB
2055.

Agency Response. Carmriers and agents are
already subject to Article 21.21, and including
such in the rule helps assure that they are
aware of the law and rules. No change is
needed.

Comments Relating to ERISA.

Commenters suggested that the Employees
Retirement Income Securty Act (ERISA)
might preempt the sections of Inswrance
Code, Chapter 26 dealing with the 75% con-
tribution requrement and the 90% eligible
employees participation requirement for small
employer health benefi plans. The comments
suggest that an Altorney General's opinion be
sought by TDI.

Agency Response. The agency does not be-
lieve that an AG's opinion is necessary at this
time. We recommend that TDI monior this
situation closely; as specific facts are brought
to the department's attention (under which
specific employers have ERISA plans and
preemption is claimed) the agency may con-
sider seeking an opinion from the appropnate
regulatory body when the situation warrants
No change is recommended at this time.

Comments Relating to Non-Proft.

The commenters suggested that small em-
ployer be further defined to include non-prohit
and not-for-profit entities.

Agency Response. The statuiory defindion of
*small employer” is repeated in the rules from

the statute) and it provides that a small em-
ployer is a person that is actively engaged n
business and that on at least 50% of its
working days during the preceding calendar
year, employed at least three but not more
than 50 eligible employees, including the em-
ployees of an affiliated employer, the majority
of whom were employed in the state The
agency does not believe a change is war-
ranted as the definitions in the statute are
clear.

Comments Relating to Guaranteed Issue.

A few commenters indicated that all refer-
ences to "guaranteed issue” should be re-
moved from the requrements in the rules,
particularly in §26.5, since the Legislature
may address this in the next session. One
commenter expressed concern that whole
groups could be excluded it one employee
meels the definition of “sick". Other
commenters supported the notice require-
menls concerning the law and guaranteed
issue.

Agency Response. The agency disagrees
with this comment-we believe that the notice
requirements are simply a means to educate
and inform the consumer about existing law
and if future law changes, rules will be
amended to reflect the amended statute, as
necessary. Until September 1, 1995, camiers
will not be requred to issue coverage to small
employers on a guaranteed 1ssue basts as
provided under the Insurance Code, Chapter
26. The agency recommends no change in
this provision of the rules

Comments Relating to Remnsurance Costs A
commenter indicated thal remnsurance admin-
istrative costs were underestimated

Agency Response. Costs assoctated with re-
insurance contemplatled under the Insurance
Code, Chapler 26 are costs related to the
statute, not the rules Furthermore, the rem-
surance system will not be operational until
September 1, 1995 and the rules requue
nothing with respect to remsurance

Comments Relating to Delay Implementation
Two commenters requested that implementa-
tion be delayed to provide carriers and agents
time to comply.

Agency Response. The agency recommends
no changes. The effective dates are set by
statute

Comments Relating to Eligible Employee and
90-Day Waiting Penod

The defintion of elgible employee should
comespond to the statulle A commenter re-
quested a more detaled definition of eligible
employee with respect to the requirement that
the employee "usually work at least 30 hours
per week® Two commenters asked for a wai-
ing penod of six-months. One commenter -
dicated the rules shoulkd be consistent with
the statute in this regard

Agency Response No change is needed
The stalute only permds a maximum wating
period of 90 days and the rule contains the
same defintions of eligible employee as the
statute

Comments Relating to Boycott
A commenter indicated that not allowing the

purchase of other full coverage types of poli-
cies would coerce the employer and consti-
tute under federal and state law an improper
restraint on the business of insurance. This
could cause violation of federal law as to
boycott or impediment of commerce.

Agency Response. The Insurance Code,
Chapter 26, (enacted under HB 2055) applies
to all health benefit plans sold to small em-
ployers except those specifically excluded.
There is no boycolt violation involved. No
change is recommended.

Comments Relating to Complexity of Rules.

The statute and rules are extremely complex
and may result in additional costs to carmiers.

Agency Response. The agency agrees that
the rules are complex; this is a result of the
legislation which is also complex. The agency
has attempled to look at all the issues and
minimize complexity to the extent possible.

Comments Relating to Certification Forms.

Commenter suggested that a box for the
flesch score for any addiional or alternate
forms submited would be helpful. A
commenter suggested that Certification Form
for Prototype Forms be changed to allow the
Actuary or Aftorney to sign the certification

Agency Response. The agency agrees and
has changed Certification Form (Form Num-
ber 2055 Cert Prototypes) to include the
Flesch score foe the alternate forms.

The agency agrees d would be helplul for the
certification forms to be consistent and the
signature line on the Certificaion Form for
Prototype Forms is changed to state:

"Signature and Title of Person Certifying (on
behalf of named camier) Chief Executive Offi-
cer, Actuary, or Aflorney for the named
Health Camer*

Comments Relaling to Affordable Health
Care

Several commenters stated that the purpose
of the bill was to keep coverage provided by
chapler 26 affordable and to provide small
business access to affordable health insur-
ance Comments were also made that every
requirement placed upon camiers will in-
crease the cost of health care benefits and
that the legisialion was a hard-fought compro-
mise Benefits not specified in this legislation
should not be included by agency rule. A
commenter stated it is difficult and costly to
run a small business and urges agency to
slay within parameters of legislation.

Agency Response. The agency agrees with
the commenters that the purpose of the legis-
lation was to make coverage provided to
small employers more availlable and afford-
able For this reason, we have attempted 1o
develop the three beneft packages with this
always in mind-in developing the benefits
and exclusions, we looked al many policies
that we have on file and tried to incorporate
provisions most common to those forms. Al-
though we would like to provide richer bene-
fits, we have not done so in order to fulfill the
legislative purpose of providing affordable in-
surance.

Comments Relating to Exclusions.
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Many comments were received objecting to
various exclusions. Many commenters ex-
pressed concemns that the ADA would be
violated by thesa rules and/or the exclusions
and would leave disabled persons without
equitable coverage. Others suggested that
the agency adopt the position that the ADA
applies 1o insurance and adopt a rule that
contains a definition of "sound actuarial prin-
ciples™, and define the actuarial standards to
be used in conneclion with these policies
prior o the implementation of guaranteed is-
SUe.

Other comments were received stating that
nothing in the ADA required coverage of any
specific treatment, that it has no application to
the majority of small employers from the
EEOC standpoint, that it does not require
treatment of experimental or medically un-
proved methods of treatment just because
the patient is disabied, and nothing in the
ADA required coverage for weight reduction,
eyeglasses or a face-lift. One comment sug-
gested that for many of the exclusions a
pirase should be added to provide that the
exclusion would not be effective if the need
for the item related to a “disability™ under the
ADA.

Comments specifically objected to the follow-
ing exclusions: cosmetic surgery for cosmelic
disfigurement, obesity, eyeglasses, contact
lenses, hearing aids, orthopedic devices,
fransplants and transplant services, orthope-
dic shoes, chelation therapy, transplants, or-
thotic devices, biood, contraceptive devises,
infertility medications, injectable drugs, med:-
cal social services, outpatient counseling, be-
reavement,  vocational  and marital
counseling, injury or illness arising out of em-
ployment, personal tems which are not medi-
cally necessary, dental services except as
necessitated by accidental injury, transporta-
tion including ambulance services, foot care,
prescription drug rider and supplementary ac-
cidental injury benefit exclusions, services
provided by family members, and TMJ. Other
specific exceplions are discussed under spe-
cific titles in these comments.

Careful and thoughtful comments were pro-
vided on all these exclusions, illustrating the
needs for the various treatments or items and
indicating that treatment in these areas might
well be cost effective. Medical personnel tes-
tified in writing or in oral testimony concerning
the efficacy of many of these treatments. One
commenter stated that coverage for services
relaling to transplants had been contemplated
in the prototype insurance plans presented 10
the legislature. A comment expressed con-
cern about the effect of the cosmetic surgery
exclusion on newborn congenital defects

Comments were also received suggesting
modified language for some of these exclu-
sions which the comments stated would ei-
ther broaden, limit, or clarify the exclusions

Other comments were received which indi-
cated that deleting these exclusions would
add to the cost of these policies and noting
that affordability was one of the key objec-
tives of the underlying legisiation, House Bill
2055. Some comments stated that carmiers
should be allowed to use any exclusions they
wanted to and not be required to use exclu-
sions that they do not cumrently use, and felt

that the comprehensive hsting of exclusions
and limitations were too limiting and were
inconsistent with the legislative intent of HB
2055 to increase access to health insurance
coverage. Some comments stated that the
exclusions were too broad and that more
specific exclusions could be drafted. Some
comments stated that exclusions were be-
yond the statutory authority of the agency to
promulgate

Agency Response. Al the outset, the agency
wishes to make 1t clear that the exclusions
discussed are not exclusions for all health
plans and do not impact all insurance writlen
under the Insurance Code. These exclusions
apply only to the three benefit plans in the
small employer market provided for in Insur-
ance Code, Chapter 26. These three plans
were designed by the Legslature to be poli-
cies which would cover specific kinds of ben-
efts and would provide low-cost, atfordable
insurance for small employers, their employ-
ees and dependents In order to meet this
goal, it has been necessary for the agency to
allow exclusions which are customary in the
insurance market so that the plans are no
nicher than those plans The legislature spe-
cificaily removed statutorly mandated bene-
fits from the small employer market and the
agency beleves that the exclusions which
remam in the prolotypes are consistent with
the legislative intent to provide low cost insur-
ance to small employers The agency be-
heves that inclusion of the exclusions 1s within
its authority as it is necessary to fully define
the benefts as required by the Insurance
Code, Chapter 26

The agency does not believe that the rules or
the exclusions violate the ADA The agency
wishes 1o make certain that heaith plans in
Texas lollow both state and federal law with
respect to persons with disabilities. The de-
partment will carefully monitor the administra-
tion of the health plans covered by these
rules 1o insure that state laws protecting the
nights of persons with disabilities are followed
The Insurance Code, Articles 2121-3 and
21 21-5 prohibt discrimination against per-
sons based upon disabilites The Depart-
ment's rules found in Chapter 21, Subchapter
H, also prohibt discnminatory practices.
These statutes and regulations apply to poli-
cies writlen under the Insurance Code, Chap-
ter 26

With respect to fransplants, the agency be-
lieves that removing this exclusion would re-
sult in increased costs The agency beheves
this exclusion to be in accord with legislative
intent Riders can be added to the standard
beneft plan and benefits for transplants could
be added through a rider which would be
consistent with standard practice n the
marketplace With respect to the exclusion for
blood, the agency wishes to clanfy that this
benefd 1s covered as a miscellaneous hospi-
tal service. The exclusion for blood 1s solely
with respect to the prescription drug rder
The agency beheves that newborn congenital
defects are covered by these plans consistent
with Insurance Code, Article 3.70-2E With
respect to injectable drugs, the exclusion is
only for the prescripion drug beneft. It does
not affect coverage for injectable drugs pro-
vided in conjunction with medical care in a
hospral (inpatient or outpatient), other cov-

ered facility or a physician's office. No
changes are necessary with respect to the
exclusions listed in the comments to which
this response is made.

Comments Relaling to Requested Exclu-
sions.

The agency also received comments which
requested exclusions be added. Comments
asked for exclusions for failure 10 make ap-
pointment, inpatient custodial care, an exclu-
sion for covering illness not received while
covered, and a dietary exclusion.

Agency Response. The agency disagrees
that these axchusions are necessary. The ser-
vices may be medically necessary and should
not be excluded. Payment for services due to
missed appointments, completing insurance
forms and medical records should not be
added. These items are a cost of doing busi-
ness The policies are clear on the iliness or
injury which is covered by them, and no fur-
ther exclusion is necessary.

Comments Relating to Exclusions for Ser-
vices or Treatment in a Government Hospital
and Treatment in a Veterans Hospital.

Comments were received expressing con-
cern that these exclusions might require in-
swed persons 1o pay for services in
government-supported and VA hospilals
which were actually billed to them.

Agency Response. The agency believes the
prototype plans are clear that only service-
connected disabilty treatment in a VA hospi-
tal 1s excluded. With respect to services in a
government-supported hosptal, the agency
has made a change to clarify that services
the nsured 1s obligated to pay are not ex-
cluded. In Figures 28, 36, 43, 50, 52, 53, 56,
58 and 59, the following language will be
included in the government hospital exclu-
sion" "Services or treatment provided in a
government hospdal, unless there is a legal
obligation to pay. This does not exclude cov-
erage for treatment ol mental health and
mental retardation provided by a tax-
supported institution of the State of Texas,
including commundy centers for mental
health and mental retardation services, pro-
vided charges are regularly and customardy
charged to non-indigent patients.”

Comments Relating to Abortions.

A large number of comments were received
on this issue. Some comments stated that the
1ssue of abortion should be left to the insurer
and insured. Other comments supported cov-
erage for all elective abortions due to cost
savings and a need for reduction in unwanted
and unintended pregnancies Some com-
ments were concerned about the phrase
"non-viable fetus” because it was felt that this
phrase would allow abortions other than non-
elective (therapeutic) abortions. Some com-
ments suggested that ctizen participation
was not invited and that the decision on abor-
tion had alkready been made and agreed to by
the Governor’s office, staff, and special inter-
est groups Many comments were received
objecting coverage for abortions under any
crcumstances and others objected to cover-
age for abortion except when the life of the
mother would be endangered, while others
felt coverage should be allowed for all medi-
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cally necessary or appropriate abortions.

Agency Response. The exclusion initially pro-
posed was included because the agency staff
believed that it was necessary to address this
issue in order to descrive the benefits as
required by the statute. There was no agree-
ment by anyone to ignore citizen input or to
provide any specific coverage for abortions.
The staff simply believed that this exclusion
was necessary to fully explain the benefits
available, and therefore proposed such an
exclusion. Following the comment period, the
agency has decided that in order to fulfill the
legislative intent of allowing this decision to
be one which is made between the employers
and the carriers, changes will be made in the
rules in §26.14 to read:

"Exclusions of elective abortions, if any, are
to be determined by an agreement between
the employer and the small employer carrier
and must be included in the Exclusions and
Limitations of the policy, cerificate and/or
outline of coverage.” Similar language will be
placed in §26.14 to cover HMOs. The proto-
type plans will be changed to indicate where
the exclusion would be placed if the carrier
choosas to use one, in Figures 28, 36, 43, 50,
52, 53, 56, 58, 59 and 62 (HMO)

Comments Relating to Attempted Suicide/In-
tentional Self-inflicted Injury.

Several commenters objected to elimination
of the usual policy exclusion for attempted
suicide or self-inflicted injury. Some com-
ments suggested that the exclusion be de-
leted as it might interfere with mental health
service coverage. Other commenters indi-
cated that the exclusion was necessary to
control costs and one comment suggested
that removal of the exclusion from the Sup-
plementary Accidental Injury Benefit Rider is
ridiculous.

Agency Response. The agency believes that
health insurance, unlike other kinds of cover-
age, should be essentially "no-fault”. The ex-
clusion will be left out of the prototypes The
agency did not intend, however, to remove
the exclusion from the Supplementary Acci-
dental Injury Rider, Figure 37, and it will be
put into that rider to read as an exclusion for
an injury as a result of attempted suicide or
intentionally self-inflicted injury. Such injuries
are not accidents and should be excluded

Comments Relating to Dependency on or Ad-
dition to Tobacco/Smoking Cessation.

Comments were received in support of in-
cluding such an exclusion on the grounds of
reducing costs. Other comments were re-
ceived concerning the efficacy of those pro-
grams, stating that in the long term, these
programs would be cost effective in view of
the danger smoking presented to lite and
health. Another commenter felt that the pre-
scription drug rider would require nicotine
patches which were quite expensive for very
Ittle success

Agency Response. The agency would like to
see good smoking cessation programs pro-
vided for by these plans. Because there 1s
inadequate information to allow for defintions
which would cover good programs, at this
time the agency will include an exclusion fog
these services. The department will seek to

get further information on these programs
and an appropriately limited benefit may be
added to these rules by amendments at a
later date. The exclusion will be added to
Appendix, §26.17, Figures 28, 29, 36, 43, 50,
51, 52, 56, 58, 59, 61 (HMO).

Comments Relating to Exclusion for lllegal
Occupation or lilegal Activity and Participation
in a Riot.

Some comments were received stated that
the phrase “illegal activity” was preferably to
"telonious activity”, as used in the exclusions.
Other commenters felt there should be no
such exclusion as these exclusions were in-
appropriate in a health policy, while still oth-
ers felt the exclusion shouid be ncluded as
published.

Agency Response.

The agency believes these exclusion should
be included as a cost-reducing measure and
as being consistent with the marketplace. Fe-
lonious activity will be the phrase used as that
more clearly delineates the conduct involved
No change is necessary.

Comments Relating to Defintions of Exper-
mental or Investigational Treatments, Off-
Label Use of Drugs.

Comments stated that the commenters sup-
ported the defintions contained in the draft
prior to publication as they believed that
these definlions were a reasonable approach
to such decisions and should be added 1o the
published prototypes. There were also nu-
merous comments recerved from organiza-
tions, ctizens and medical professionals
indicating that broad exclusions of these ser-
vices would resuit in the inability of persons to
get efficacious treatment that would at times
actually be cost-effective Some comments
suggested various modifications, including
those intended to be consistent with ether
federal guidelines or professional practice
gudelines

Agency Response The agency beheves that
the defintions need to be amended from the
published version to be specific so that n-
sureds would know what would and would not
be covered. The amended definitions will
more closely follow federal practices and help
define the benefts section, and result in a
more cost-effectve and standardized plan,
and conforming changes are made to the title
of the exclusion The changes will be made to
§26 27, Appendix, Figures 26, 28, 29, 34, 36,
41, 42, 43 , 50, 51, 52, 53, 56, 58, 59, and 62
(HMO).

Comments Relating to Clinical Ecology and
Environmental Sensitvity.

Some comments stated that this defintion
and exclusion 1s often included in group
health insurance policies as employers have
been reluctant to pay for health benefit pay-
ments for some of these services As this i1s a
new field there s little information to make
claim determinations Other comments sup-
ported removing the exclusion as the treat-
ment is necessary, in the public interest and
efficacious.

Agency Response. The agency agrees that
there should be no exclusion in this area and
will leave the prototype plans as they were

published without the exclusion.

Comments Relating to Defindion of Medical
Necessity.

Comments noted that while cost is an impor-
tant concern, the appropriateness of care for
the patient should be the central consider-
ation of any definition of "medically neces-
sary". Other commens noted that this
defintion must be precise and advocated that
insurers be allowed to use their own and
furnished sample language.

Agency Response The language in this defi-
nition has been modiied in Figures 26, 34,
41, and 62 to provide greater clarty. The
change includes physicians who diagnose
and refers to licensed practtioners who diag-
nose or treat the injury or illness.

Comments Relating to Appeals Process in
the Defintion of Medical Necessity

Some comments objected to any required
dispute resolution and stated such a require-
ment would weaken the acceptance of these
plans in the marketplace as it is not a normal
or usual provision in health insurance poli-
cies. The comments stated that if the process
was included the carrier should not be re-
quired to pay 90% of the cost Other com-
ments supported the addition of an appeals
process and requested further appeals pro-
cesses i emergency care, reasonable and
customary, and experimental deiintion areas

Agency Response The agency believes
there should be a good appeals process pro-
vided, but does not believe this appeals pro-
cess 1s workable The agency will delete this
requirement entirely This area will be revis-
ted after more study and may be addressed
in future amendments to these rules The
appeals process provision will he deleted
from Figures 26, 27, 34, 38, 41 and 42 of
§26 27, Appendix

Comments Relating to Home Health Care
Services

Several commenters stated they supported
the inclusion of Home Health services as
defined in the pubhished rules and that the
services published are consistent with the
legislative intent of both the Insurance Code,
Chapter 26, and Chapter 142 of the Health
and Safety Code enttled Home and Commu-
nity Support Services Continuing to allow the
delegation of services to unlicensed person-
nel 1s less expensive that the cost of beneiits
provided by nurses and other health care
providers

Several commenters requested that the ben-
efts of Home Health be expanded to include
"Respite”.

The commenters support the inclusion of
Home Health Services, and specifically en-
courage the continued inclusion of services
delegated to unhcensed personnel. The
commenters recommend that the Home
Health Benefit include Respite Services

Commenter encourages consistency with HB
1551, defintion of Home Health benefit as
home and communty support and use of
defintions and allowable services as detailed
in HB 1551
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Several commenters stated that the pub-
lished version exceeds the legislative intent
by including benefits/services that were not
listed in the Insurance Code, Chapter 26 or
the Insurance Code, Article 3.70-3B and that
if the legislature intended for the services that
are listed in the Texas Health and Safety
Code to be included, the legislature would
have said so. Commenters stated that some
of the services provided (social services and
nutritional services) are not usually consid-
ered medically necessary treatment services
The commenters also staled that the expan-
sion of services will increase the cost of the
plans. These commenters recommended that
benefits be restored to the prior draft pro-
posed by department staff One commenter
stated that the certification that "hospitaliza-
tion or confinement in a Skilled Nursing Facil-
ity would otherwise be required” mn the
preventive and primary plan and rider (Fig-
ures 27 and 38) did not comply with
§26.45(a). They also stated that this would
increase cost as services could only be ob-
fained if confined in a hospital or skilled nurs-
ing facility.

Agency Response. The agency believes that
benefits for Home Health Services in the pro-
totype forms should include only those ser-
vices specifically listed in of Insurance Code,
Article 3.70-3B, §1, as nt believes that the
legislature intended to include the services
actually listed in that statute The only hst of
services in Article 3 70-38 1s that contamned in

§1.

This change will also make the plans cost
effective. The "certification that hosprtalization
or skilled nursing confinement would other-
wise be required” would not result In in-
creased cost as the cerlification s not time
specific. The certification does not require
hosprtalization or skilled nursing confinement
be immediately required

Comments Relating to Rental or Purchase of
Durable Medical Equipment

A commenter stated that the published ver-
sion inc'udes repair and maintenance of pur-
chased equipment, not otherwise provided for
under a manufacturer's warranty or purchase
agreement. This is a relatively minor tem, but
may well produce disagreements when
equipment is damaged by the user of the
equipment Commenters noted that regula-
tions extend coverage to items which were
not included in legislation or the rule (repair
and mamntenance of purchased medical
equipment) which will increase the cost of the
plans and thwart the intended objective of the
legislation-affordable health insurance, and
was unauthorized by statute One commenter
recommended adding a provision to the ben-
eft that insurers cannot rent or purchase
such equipment from entities owned or con-
trolled by the prescribing provider Many
commenters noted DME 1s essential for dis-
abled persons, 1s cost eltective, and this pro-
vision adds very Ittie to the overall cost of the
plans. One commenter supports the contin-
ued inclusion of Durable Medical Equipment
(DME) (renmtalpurchase and repair/mante-
nance) as a beneft, and suggests that the
benefit include rental of DME for as long as s
necessary to mamntain the insured's health
and functioning, rather than discontinuing
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rental once the rental costs equal the pur-
chase price of specific equipment.

Agency Response. The agency believes that
a benefit for rental or purchase of durable
medical equipment required for therapeutic
use as provided in the published version is an
important benefit which should remain in the
prototype plans. Repair and maintenance of
purchased equipment should remain as a
part of the benefit for durable medical equip-
ment based on comments that this is a rela-
tively minor tem and that it is relatively
inexpensive and will be more cost-effective in
the long run than replacing equipment. The
agency does not believe that a restriction of
entiies owned or controlled by a prescribing
provider is a matter that should be addressed
in these rules and prototype forms No
change is necessary

Comments Relating to Preventive and Pri-
mary Beneft Plan and Rider.

A commenter stated that Figure 38 should
include as a covered service purchase or
rental of durable medical equipment and oxy-
gen and the rental of equipment for its admin-
istration as such is covered in Figure 27
Commenter also stated that terminology, cap-
nahzaton and reference should be consistent
between the two Figures

Agency Response. The agency agrees Fig-
ure 27 and 38 are amended so that terminol-
ogy, captabzation is consistent and that
Figure 38 be amended to include the foliow-
ing covered services "Rental or purchase
price, at Our option, of durable medical equip-
ment required for therapeutic use, including
repairs and necessary maintenance of pur-
chased equipment, not otherwise provided for
under a manufaclurer’'s warranty or purchase
agreement, Oxygen and the rental of equip-
ment for d¢s administration™.

Comments Relating to Defintions of Hospital.

Commenter requeslts flexibilty in the defim-
tion of "hospdal” to permit camers with spe-
cial statutory nghts to contract with hospials
to use ther long-standing defintion.

Agency Response The agency believes that
consideration should be given to allow flexibil-
ty i establishing critenna for hospitals with
whom certain carriers contract under special
statutory nghts (the Insurance Code, Chapter
20)

The agency will add vanability to the Dehni-
tion of Hospital in all prototype plans with
explanation in §26 14 that variable 1s allowed
only for additional critena for purposes of
clanfication or 1o accommodate carriers with
unique operations and special statutory
rights, such as Chapter 20 See agency re-
sponse The agency believes no change s
necessary to provide flexibilty

Comments Relating to Definition of Policy
Year

Commenter expresses concern that their
company’s system for claim payments 15 set
up on a calendar-year basis

Agency Response Sections 26 4 , 26 14, and
26 27-Appendix (Figures 26, 34, and 41) al-
low a "Policy Year" to be a 365-day perod
that begins on the anniversary of the Policy’s

Ettective Date or a period of one full
calendar-year for the carrier to select the defi-
nition that is consistent with their practices.

Comments Relating to Definition of Complica-
tion of Pregnancy.

Commenter stated definition appears to limit
coverage to those circumstances requiring
hospital confinement. Suggested hospital
confinement requirement be deleted because
there could be circumstances which would
not require the more expensive hospital con-
finement and could be treated on an out-
patient basis.

Agency Response. The agency believes the
defintion of Complication of Pregnancy, as
defined in Subchapter E, §21.405, is a fair
and equitable definition and no change is
warranted.

Comments Relating to Prescription Drugs.

A commenter stated that name-brand drugs,
at times, are actually cheaper than the ge-
neric drugs. The suggestion made was that a
clause be added that name-brand drugs
would be covered when the name-brand is
cheaper than the generic. Another
commenter stated that patients who need the
appropriate medication for the illness diag-
nosed should not be penalized by having to
pay a higher co-pay because it is a name
brand drug, and many new and improved
medications do not have a generic equiva-
lent.

Agency Response. The agency agrees and
has amended the figures to state; the
"Charges for Name Brand Drugs will only be
covered if there 1s no Genenc Drug available
or if the Physician, Provider, or Other Health
Care Practitivner specifically prescribes a
Name Brand Drug for the Insured Person and
Generic selection is not permitted, or if cost of
Name Brand Drug 1s less than cost of the
Generic Drug, and recommends Figures 24,
25, 39, and 40 and amended by adding the
following to the Prescription Drug Card Pro-
gram rider provision' Generic Drug or Name
Brand Drug if less than Generic Drug

Comments Relating to Maternity Benefits in
In-Hospttal Plan.

The commenter asked: Shouldn't maternity
benefits be included in the In-Hospital Plan?

Agency Response. The definition of lliness
mcludes pregnancy, therefore, maternity ben-
elts are included in the In-hospital Plan, and
no change is needed

Comments: Relating to Standard Benefit
Plan-Benefits

Commenter asks if a imit should be used in
the Standard Health Benefit Plan for diagnos-
tic exams, laboratory, and x-rays as is pro-
vided in the Preventive and Primary Plan.

Agency Response The lirilation for diagnos-
tic exams, laboratory and x-rays services is
included in the Preventive and Primary Care
Benefit Plan and not included in the Standard
Health Benefd Plan as required by Chapter
26, the Insurance Code No change is re-
quired

Comments Relating to Mental Health and
€hemical Dependency Services




A commenter suggests removing all day and
visit limits and provide full equalily between
mental health and physical health coverage.
Another commenter asked that because the
Standard Health Plan has a $100. imit per
outpatient visits for mental health services,
this limit also apply to the Preventve and
Primary Care benefits.

Agency Response. The agency disagrees
These limils are taken directly from the stat-
ute, Ardicle 26.45(c)(8) and Adicle
26.47(8)(A)(B). Therefore, such change
would not be warranted. The $100. limit per
outpatient visits for mental heaith services in
the Standard Health Plan 1s taken drectly
from stalute, Articie 26.47(8)(B). Since this
limit is not set out by statute in the Preventive
and Primary Plan, no change is warmranted

Comments Relating to PPO.

A commenter stated that every insured
should have the right to have their chosen
physician provide services covered under the
plan as long as the physician is willing to
provide the services under the reasonable
terms and condifions of the policy. To unduly
restrict this right is detrimental to the patient
and physician. The PPO rules shoukd apply
as it relates to patient and physician rights
Another commenter noted that the rules allow
a 30% differentiation in reimbursement be-
tween preferred and non preferred providers
The schedule of benefits allows a 30% differ-
ence only when 100% reimbursement is used
for the preferred provider. The PPO differen-
tial seen most frequently in the marketplace
are 80/70, 80/60, 90/70, and 90/60 Only one
of these (90/70) is allowed by the prototype
and asked why emergency care pad 100%.

Agency Response The agency beheves
§26.21 of the proposed rule allowing re-
stricted network of providers is in accordance
with the Insurance Code, Chapter 26 and
therefcre no change is necessary. The
agency agrees thal an addtional vanable
should be added 1o the reimbursement per-
centages offered under preferred provider
plans. A variable of 80% has been added in
the PPO schedules of benefits for the In-
Hospital Benefit Plan and the Standard Bene-
fit Plan, Figures 31 and 40 respectively, and a
corresponding change has been made in
§26.14.

Departmental PPO rules and Figure 48 re-
quire emergency care to be paid at the pre-
fered provider level, which 1s not always
100%.

Comments Relaling to Alcohol and Sub-
stance Abuse-Waiver.

Commenter stated that Article 26.47A (which
allows camiers to offer the preventive and
primary plan or the standard plan without
providing alcohol and subslance abuse to
employees if 50% of more employees request
waiver and certify in writing that they have
undergone alcohol or substance abuse coun-
selng in the last 3 years and the exclusion of
coverage would only apply o those employ-
ees who so certify) will be dithicult if not im-
possible to administer.

Agency Response. The waiver is required by
statute. Figure 49 1s a protolype form which
may assist carriers in implementing this provi-

sion.

Comments Relating to Childhood Immuniza-
tions.

A commenter stated that pertussis(whooping
cough) should be added to the list of mmuni-
zations.

Agency Response The agency agrees Per-
tussis(DPT) was inadvertently lett off the hst
of immunizations It has now been included
See Figure 26

Comments Relaling to Deductibles

A commenter asked that the agency imd the
use of deductibles for well-chid care Many
families could not atford it and would not seek
the care.

Agency Response The agency disagrees
Articles 26 45 and 26 47 are very spectic as
to when deductibles or for what benefits de-
ductibles can be waved. Well-chuld care was
NOT specified as a beneft for which the
deductible could be wawved No change will
be made

Comments Relating to Child of the Spouse

The commenter states “The proposed regula-
tion conflicts with Aricle 26 02(7) n that #
adds a new category of dependent child, a
child of the employees spouse, and the Insur-
ance Code does not require stepchikdren to
be covered, not even in Arlicle 3 70-2(M)(1)

Agency Response The agency believes a
definition of "Child" 1s needed for clarication
of the Insurance Code, Article 26 02(7) Art-
cle 370-2(M) requres the natural-born or
adopted child of the spouse be covered, pro-
vided the child resides with the insured per
son No change will be made

Commeins Relating to Adopted Child

Comments stated the general defintions in
the rule should conform not only to "HB 2055
but also to Article 351-6, §3D(c) and also
requested deletion of the language "including
a child who the enroliee 1s seeking to adopt”
as being vague and because the child 1s not a
dependent.

Agency Response The Insurance code, Arti-
cle 351-6 and Aricle 370-2(K) weie
amended by the 73rd Legsslative Session 1o
provide that an adopted child 1s consdered
the child of an insured if the nsured s a party
in a suit in which the adoption ot the child 1s
sought The rule 1s clear that the enrollee
must be seeking to adopl the chid No
change 15 needed

Comments Relating to Newborn Child

Comments requested that the word "covered”
be mncluded in §26 9(a)(3) as follows

Any coverage of a newborn child of a covered
employee under this subsection termunates
on the 31st day ", that §26 14(g)(6)(C) be
amended by changing the word "allows” to
"provides” and the woird "msured” 1o "cov-
ered”, and noted that the allowed vanable n
§26 14(g)(6)(C) appears to conflict with the
provisions of §26 9(a)(3) One commenter
recommended a change to §26 9 and the
corresponding prototype forms relating to the
payment of the addiional premium within the
30-day period, noling that the period 1s prob-

lematical when the employer/insured billing
cycle does not coincide with the 30-day pre-
mium payment requwement.

Agency Response. The agency disagrees
with the first of these comments The lan-
guage questioned 1s clarified by the preced-
ing language of the rule The changes
suggested are not needed The agency be-
heves the "31 day" concerns refer to the lan-
guage regarding a premiwum charge for the
"31 day" coverage in §26 14 and the lan-
guage regarding receipt of the additional pre-
mium not later than the "30th” day after birth
in §269 There 1s no confict as Aricle
26 21()) requrres that coverage for a newborn
be provided for "31 days” and that coverage
terminates after the "31 days” unless notifica-
tion of the birth and any required premium s
received not later than the "30th day™ after
birth The agency agrees with the last com-
ment and a sentence has been added to
§26 9 to provide that coverage of the new-
born shall not be terminated if the carrier's
billing cycle does not concide with the
30-day requirement until the next billing cycie
has occunied and there has been non-
payment of the additional required premum
for a peniod ot 30 days after the due date
Figures 20 and 21 will be changed accord-
ngly

Comments Relating to Free Look Period

A commenter stated that this provision ap-
pears to be optional If so, there i1s no
objection !t mandalory, the comment stated
there 1s no statutory authorty for the provi-
sion it makes sense when used in individual
polices but not in group policies, and may
lead to higation and exceeds statutory au-
thority

Agency Response Figures 1-9 are face
pages for group policies All nine face pages
for group coverage have the 10-day free look
provision bracketed, indicating that the lan-
guage 1s vaniable For clanfication, statf rec-
ommends the following language be added to
§26 14(g) the small employer camer may
include or omit the vanable provision ad-
dressing the fiee look period

Figures 10-12 are face pages for indivdual
conlracts The 10-day free look provision 1s
not bracketed on these torms as the Insur-
ance Code, Article 3 70-3(A)(8), mandates
that all individual policies contan a 10-day
free look provision, therefore, no change is
needed m proposed rule or forms

Comments Relating o Vanable Termination
Provisions

Commenter questions the variable for termi-
nation due to fallure to mamntamn slatus as a
small employer camer

Agency Response The agency disagiees,
and beleves the provision 1s consistent with
§26 5 relating to Applicability and Scope, and
no change i1s necessary

Comments Relating 1o Grace Penod

A commenter states its products curiently do
not provide coverage for expenses ncurred
during the Grace Period

Agency Response No change i1s needed in
either the rule or the proposed form as Pro-
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posed Figure 22, the Group Provisions, re-
flects that the Grace Period is a variable
provision as does the corresponding pro-
posed rule, §26.14(g)(8)(E) and

Proposed Figure 23, the Indwidual Provi-
sions, does nol allow the Grace Period 1o be
vanable as it is required by the Insurance
Code, Article 3.70-3(A)(3).

Comments Relating to Eligible Employee and
Actively-At-Work Requirement.

The prototype policies do rot include the re-
quirement of actively-at-work which is gener-
ally requred in group contracls. This
requirement is implicit in HB 2055 in that the
bill contains minimum hours of work per week
before an employee is considered an eligible
employee. Without such requirement it is im-
plied that people who are not full-ime em-
ployees because of long-term disabiltties will
be covered when in fact those people cannot
satisfy the minimum hours per week require-
ment by HB 2055.

Agency Response. The agency disagrees
The prototype policies and proposed rules
include the requirements of the Insurance
Code, Chapter 26 with regard to eligible em-
ployee Although "actively-at-work” s not
used in the prolotype policies nor in the Insur-
ance Code, Chapter 26, the requirement that
an eligble employee be an employee who
works on a full-ime basis and who usually
works at least 30 hours a week follows the
statutory defintion and 1s contained in the
Eligibity For Coverage provision of each of
the prototype policies. This provision also
specifies what the term "eligible employee”
does not include The proposed rules define
"eligible employee” in §26 4. No change is
necessary

Commenis Relating to Elgible Employee
Provistons.

A comment stated that §26 14(g)(6)(F) should
be revised to read The Eligible employees
and Dependents provisions under Termina-
tion of Insurance allow vanables for continued
coverage for a covered employee who is on
an approved leave of absence for a specified
period of time to be inserted if the provision
remains. This provision shall be included or
omitied as appropriate " This will clarify the
applicability of the provision to covered em-
ployees only.

Agency Response The agency disagrees
The word "covered” does not need to be
included i the rule The Termination of Insur-
ance provision of Figure 20 clarifies to whom
termunation applies and Figures 26, 34 and
41 define employee as "you, the principal
insured, hereafter referred to as "you.”

Comments Relating to Preexisting Condr
tions/Late Enrollees

Commenter believes the optional preexisting
condrion provisions should inciude variables
for the time pericd up to 12 months to allow a
shorter period of time.

Agency Response. The agency agress that
the provisions for preexisitng condition and
late enrollees shoukd provide variability for the
time period(s) to allow for shorter periods of
time as elected by the small employer carrier

The preexisting conditions and late enrollee
provisions in the prototype forms will be
marked variable and the following language is
added to the preexisting and late enrollee
provisions in §26.14 of the rules to describe
the variability "The time period]s] is/are vari-
able to allow a shorter period of time if
elected by the small employer carrier.”

Comments Relating to Claims Process.

Comments stated that the prototype plans
merged the provisions of Aricle 21.55,
Prompt Payment of Claims, with the standard
provisions required by Aricle 3.51-6. The
mixture of these provisions results in conflict-
ing, confusing statements. Furher, Article
21 55 applies only to first-party claims, ie a
clam made by an employee, and it is inappli-
cable to third- party clams. The prototypes
and Article 21.55 conflict with and are pre-
empted by ERISA. Claim payment provisions
should adhere to notice requirements in Arti-
cle 21.21-2, Unfar Claims Settlement Prac-
tices Act

Agency Response The agency disagrees
The prototype forms include the language
contained in Article 21.55 and the required
provisions of Aricle 351-6 andlor Article
370-3(A), relating to claim filing and claim
processing procedures that must be followed
by insurers. The Figures in question are not
mandated forms that must be used. Carriers
may or may not utiize the recommended
language/forms

Comments Relating to Payment of Claims.

A comment stated that the plans state that
any benefits unpaid at the insured’s death will
be paid to the insured’s beneficiary or, if no
beneficiary, to the estate. The term 'benef-
ciary” is a Ife insurance term. There is no
beneficiary in a health policy. Most carriers
pay benefits due a deceased insured to the
surviving spouse, and if no spouse, to the
eslate

Agency Response The agency disagrees.
Beneficiary 1s addressed in Insurance Code,
Articie 3.70-3(A)(9) and (12), (requrred provi-
sions for individual health contracts) and Arti-
cle 351-6 § 3, (provisions for group health
contract). Additionally the term "beneficiary”
1S contained in the defintions portion of each
of the prototype forms

Comments Relating to Rescission of Cover-
age.

Several commenters stated carriers should
be allowed to rescind coverage for fraud or
matenal misrepresentation and shoulkd not
have to continue paying claims on such per-
sons until the next renewal date. A sugges-
tion was made that the following language be
added to §26.16 A small employer carrier
may rescind or refuse to renew the coverage
of an eligible empioyee or dependent for
fraud or misrepresentation of a matenal fact
by that individual

Agency Response The agency agrees clarifi-
cation is needed To address this concern,
§26.16(b) is amended to read "The coverage
is also subject to any provisions relating to
incontestability or time hmit on certain de-
fenses "

Comments Relating to Conversion/Continua-
tion.

A commenter stated that the intent of this
provisior: is not clear Suggested deleting the
language "Coverage under a conversion or
confinuation of* and begin the sentence with
"All small employer health benefit plans...".
Commenter also suggested that the same
change be made in the HMO portion of this
rule

Agency Response. The agency agrees that
the suggested language is needed for the
indemnity coverage and it is included in
§26 15(d).

Comments Relating to Continuation/Conver-
sion Variable Upon Policy Termmation

A commenter states the rule section fails o
include the vanable explanation for prototype
form 2055 COP (Figure 46).

Agency Response. The agency agrees and
the following variable explanation is added to
§26.14(h)(4)(B)

"The smalt employer camier shalt include one
of the variable provisions for continuation
upen policy termination.”

Comments Relating to Conversion and Con-
tinuation Provision.

A commenter stated that as a result of com-
menls received to the putlished varsion of
Subchapter F-Group Health Insurance Man-
datory Conversion Privilege, §§3.501-3.512,
changes are necessary to this section for
consistency.

Agency Response. The agency agrees Fig-
ure 46 (Form 2055 COP) now reads: "1. the
termination of coverage occumed because
you failed to pay any required premium or
any discontinued group coverage was re-
placed by similar group coverage within 31
days of the discontinuance, or. . . .".

Comments Relating to COBRA.

Commenters asked that the prototypes men-
tion a COBRA requirement.

Agency Response. The agency does not
agree with the recommendation. Since CO-
BRA s a federal law, we believe that it would
be inappropriate for us to attempt to develop
language addressing requiremenis thal are
not regulated by this Department. Further-
more, apphcabilty of COBRA is hrmited to
those employers of 20 or more and would not
apply universally to all small employers

The current regulation permits insurers to de-
velop addtional provisions as appropriate
and needed for inclusion in the prololype poli-
cies with approval by the Department. Neces-
sary provisions describing COBRA options as
developed and filed by insurers could be n-
cluded when appropriate.

Comments Relating to Coordination of Bene-
fits.

Commenters objected to requiring individual
policies to contain coordination of benefit pro-
visions, and requested the provisions be
changed to refer to reduction of benefit rules
nstead of coordination of benefits and allow
the consumer to determine which plan is the
primary plan, and to withdraw the form untit
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such time as the proposed rules for coordina-
tion of benefits are adopted. Comments also
objected to the "Right to Receive and Re-
lease Needed Information® provision, sug-
gested ianguage changes to this provision,
and expressed concerns regarding subroga-
tion and coordination of benefits and the term
"third party’ as used in the rules and con-
cerns that disputes between insurer and third-
party or between insurer and insured could
result in lapse in benefits and needed ser-
vices.

Agency Response. The agency believes that
a coordination of benefits provision is neces-
sary in all small employer health benefit
group or individual. The prototype form is
consistent with the rules proposed and autho-
rized under the Insurance Code, Chapter 26
and generally follow the NAIC Model Act and
Regulation for Coordination of Benefits. The
majority of group camiers akeady follow the
NAIC rules. Staff believes that the provisions
for Subrogation and Coordination of Benefits
are clear and that the concern expressed
regarding lapse in benefits and needed ser-
vices would be prohibited under the Unfair
Claim Settlement Practices Act.

The agency does agree with the comment
regarding the "Right to Receive" provision
and language will be changed in the provision
of the prolotype form as follows.

RIGHT TO RECEIVE AND
RELEASE NEEDED INFORMATION

Certain facts are needed to apply these COB
rules. We may get material facts from each
person claiming benefits and also gather ma-
terial facts from or give them to any other
insurance company or health beneft plan ad-
ministrator with whom we coordinate benefits
See Figure 47.

Comments Specific to HMOS.
Commenis Relating to Exclusions (HMO's)

Comments were received staling that the
HMO Prototype plans are missing some stan-
dard exclusions which are very important be-
cause they allow the HMO to provide benefits
in a more cost effective manner. As the proto-
type plans are plans which HMOs are only
encouraged to offer in the smail employer
market, the comment suggests that HMOs
should add standard exclusionary language
from their existing policy forms to any submit-
ted HMO prototype forms if the department
does not include these typical exclusions

Agency Response. The agency disagrees.
No change is necessary as the prototypes
are consistent with the Insurance Code,
Chapter 26. The language in the prototypes is
not optional. The agency has, however,
changed the HMO prototype plans 1o incorpo-
rate those standard exclusions that are al-
lowed under the indemnity plans to the extent
that their inclusion 1s consistent with standard
HMO practice. The changes are in Figures 61
and 62 and include the following exclusions
A provision was also added in Figure 62 for
HMOs entitled H2d Provision for Requued
Premium Contribution. Exclusions which
were changed:

4. injury o illness ansing out of employment

6. Transportation except for ground ambu-
lance or air services

11. Charges for treatment of experimental or
investigational.

12. Elective abortions.

13. Services in connection with treatment for
infertility and in-vitro fertilization

20. Services in connection with routine foot
care

39. Services for treatment of transplants.
Exclusions which were added

37. Services in connection with act of war or
during aclive service in the armed services.

40 Any medical social services or vocational
counseling.

41 Addiction to tobacco Exclusion deleted
34. Service associated with autopsy

Comments Relatng 1o §264 Defintion of
Premium

A comment was made that language should
be added to clanfy that payment of a co-
payment or deductible i1s not a charge associ-
ated with a premum

Agency Response The agency believes that
the rule 1s clear regarding this matter No
change 1s necessary

Comments Relating to §26 14(H)

Comments stated that the rule should be clar-
ified to address that the percentage payable
refers to the percentage payable by the car-
nier and the rule should be redratied to delete
the reference to $8 00 and $12

Agency Response The agency does nol be-
lieve that such changes n language are nec-
essary. The deletion of the dollar amounts
language would increase the vanabilty of the
plans

Comments Relating to Prescription Drug
Benefits

A comment states thal the prescription diug
benefit is overly broad and could result in an
HMO being required to cover any prescription
a primary care physician writes This will
make the coverage less affordable due 1o the
excessive use of this beneft

Agency Response The agency agrees that
the beneft as published was overly broad
and 1s changing the language to be consistent
with the beneftt levels offered in the indemsuty
rder, in Figure 61 .

Comments to Plain Language Requrement

A comment stated that compliance with the
Plam Language Requiements 1s coslly be-
cause it will be costly to repnnt contract mate-
rials

Agency Response Compliance is required by
stalute No change 1s necessary

Commenis Relating to Serious Mental lliness

A comment sated that unhmied Sernous
Mental liness coverage i1s prohibitive

Agency Response This coverage Is siatu-

tory. No change is necessary.

Comments Relating to Benelits: Home Health
Visits Requirement.

A comiment stated that 40 Home Health visils
per contradl year is excessive.

Agency Response. This benefit is set by stat-
ute for the Standard plan. No change is
needed.

Comments Relating to Benelits.

A comment stated that 40 out-patient visils
and 90 inpatient days for mental health is
excessive.

Agency Response. This benelfit level is set by
statute for the Standard Plan No change is
necessary.

Comments Relating to Deductible.

A comment stated that application of a de-
ductible based on a percent of billed charges
is very difficult for an HMO. We recommend
HMOs have the option of a $0-$500 deduct-
ble on the standard plan with standard co-
payments for physician vists.

Agency Response The agency agrees.
Allowing a $0 deductible is more beneficial 1o
the consumer, and it will not require HMOs to
change their current operations. This change
1s made in Figure 62.

Comments Relating to Clarty of Rule Re-
garding and HMO Offering a Plan Which
Meets Federal Requirements.

Comments stated that it should be made
clear thal the type of plan authorized by Ani-
cle 24 48 does not require an HMO to be
federally-qualified as this would penalize an
HMO which is seeking but has not received
its federal qualfication.

Agency Response. The agency believes this
is clearly stated in the current rules, and no
change 15 necessary

Comments Relating to Federally Qualified
HMO's

Comments were recewved stating that an
HMO should be allowed to offer its current
federally-qualified plan and comply with other
provisions of federal qualification; the HMO
Primary and Preventive Care and HMO Stan-
dard plans fail 1o meet the requirements of a
federally-qualified plan, and federally- quali-
fied HMOs should not have to comply with
the provisions of HB 2055 except for the
benefit plan structure as they are already
meeting many of the requirements of House
Bill 2055 when they offer a federally-qualified
benefit plan.

Agency Response Implicit in this comment is
that if an HMO offers a federally-qualified
benefit plan, it does not have to comply with
the requrements of the Insurance Code,
Chapter 26 The agency disagrees with this
position There 1s no apparent statulory intent
to exclude federally- qualfied HMOs from
those regulatory requirements. The 1988
amendments to the Federal HMO Act allow a
federally-qualified HMO to offer a plan which
does not provide the federally required bene-
fit levels it certain conditions are meet. There
1S no apparent statutory intent to exclude
federally-qualified HMOs from the Insurance
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Code, Chapter 26, regulatory requirements,
however, HMOs are not required to offer the
three plans described in Subchapter E of the
Insurance Code, Chapter 26; under the Insur-
ance Code, Article 26.48.

Comments Relating to Emergency Services
Outside of the Service Area.

Comments were received stating that the pro-
vision for Emergency Care Outside of the
Service Area which is contained in the HMO
prolotype plans is loosely writen and could
result in HMOs being required to cover ser-
vices provided outside of the service area for
non-emergency care.

Agency Response The agency agrees and
the definition will be clarified to more closely
reflect standard HMO practice of providing
only emergency care outside of the service
area

Comments Relating to Imporiant Notice Re-
quirement

A comment was received asking why the
HMOs can't use their "regular” important no-
tice language instead of the important notice
language contained in the prototype plans?

Agency Response. The Important Notice lan-
guage referred to is the notice of Toll-Free
numbers and complailt numbers which is
required by §1.601. The notice in the HMO
prolotype forms is taken from the regulation
and includes optional language The HMOs
may continue to use thew previously ap-
proved documents. No change is necessary.

Comments Relating to Figure 62, HMQO Cer-
tificale of Coverage.

A comment stated that as not every HMO
mandates the selection of Primary Care Phy-
sicians, all references to this requirement
should be deleted

Agency Response. The agency will change
the language which would require an enrollee
to choose a primary care physician to van-
able language which may be included or ex-
cluded according lo the HMQ's standard
operations.

Comments Relaling lo Figures 60 and 61
HMO Schedules of Benefiis.

A comment stated thal it is unreasonable to
expect that you must notify youwr pnmary care
physician prior to receiving emergency care.

Agency Response. Current language s used
in an effort fo keep costs down and to alert
the enrollee that if they receive care from an
out-of-network provider for non-emergency
care, they will be responsible for the cosis
associaled with this care The department will
monior the eflectiveness of this rule in ac-
complishing #s intended purpose No change
is necessary at this time

Comments Relating to Coverage lor Spouse
of an Individual if Ordered

A comment stated that this 1s not m the law
that | have read and should be removed

Agency Response. The language refered 10
defines who is not a "late emrollee” and is
statutory. No change 1s necessary

Comments Relating to Late Enrollee.

A comment slaled that the regulations do not
clearly explain how or when a "late enrollee”
is to be covered They shouki be required to
furnish evidence of good health or wart until
the next open enroliment period

Agency Response The agency disagrees
with this comment, but has made a change lo
the definiion 1n Figure 62. The regulations
state that a person may be enroiled only
dunng iniial enroliment, an open enroliment
period, or upon meeting the group’s eligibility
requiremenis Therefore, a late enrollee could
only be enrolled during an open enroliment
period or upon meeting the group's eligibility
requirements However, as a result of this
comment, the agency has made a change 1o
the detinition of late enrollee in the HMO/Pro-
totype Plans that is consistent with the statute
and regulations

Comments Relating to §26 9A(1)

A comment stated that this rule should in-
clude a provision which aliows an HMO to
limit enroliment due to d's inabilty to provide
services to new enroliees due 1o existing
commitments

Agency Response The agency agrees The
protolype plan given to the board was
changed 1o more comrectly reflect the statu-
tory defintion of late enrollee in Figure 62

The commenis made in connection with
these sections were made on the basis of
1ssues involved in the sections which often
affected more than one section The com-
ments are listed as being against the sec-
tions, but were actually for or against
particular provisions of the sections as ongi-
nally published The summary of the com-
ments describes the positions of commenters
for and against certain issues

Commenting aganst

Abortion Rights Action Legal, Advocacy, In-
corporated, Aetna Life Insurance Company
(Aetna Health Plans), Amernican Cancer Soci-
ety Texas Dwision, Inc, American Chambers
Life Insurance Company, Amencan Medical
Security, American National Insurance Com-
paiy, Amencan Society of Chmcal Oncology
(ASCO), Austin Cnsis Pregnancy Center,
Blue Cross-Blue Shield of Texas, Business
Insurance Consumers Associalion of Texas
(BICA), Center for Church Renewal, Chem-
cal Connection, Chnist's Church, Coalition of
Texans with Disabiliies, Coastal Bend Health
Plan, Wesner Coke Boyd and Clymer, Com-
bined Underwriters Life Insurance Company,
Consumers Unmion, Consumers Union of the
Southwest Regional Office, Wililam P. Daves,
Jr and Associates, Inc , Diocese of San An-

.gelo, Disabilty Policy Consortium, Entiust,

FHP of Texas, inc, Golden Rule Insurance
Company, Greater El Paso Chamber of Com-
merce, Group and Pension Administrators,
Inc., The Harvest Life Insurance Company,
Kaiser Foundation Health Plan of Texas, La-
dies Chric, League of Women Voters of
Texas, Metropohian Life Insurance Company,
Millman and Robertson, inc, Mutual of
Omaha Companies, National Association of
Social Workers-Texas Chapter, National Co-
alition for Cancer Survivorship, National Fed-
eration of Independemt Busmmess (NFIB),
Office of Pubhc Insurance Counsel (OPIC)
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PacifiCare, PCA Health Plans, PFL Life Insur-
ance Company, Piizer Pharmaceuticals,
Planned Parenthood Center, Prolessional
Benefits Insurance Company, Provident
American Insurance Company, Prudential in-
swance Company, Reproductive Services of
Austin, Resources for Chowxce, Scott and
White Health Plan, Shoal Creek Associates,
Small Business Untted of Texas, Small, Craig
and Werkenthin, The Statesman National Life
Insurance Company, Summil Medical Group,
P A, Texans United for Life, Texas Aliance
for the Mentally lIl (TEXAMI), Texas Associa-
tion of Business), Texas Association of
Health Underwriters, Texas Association of
Home Care, Texas Association of Life Insur-
ance Officials, Texas Association of Life Un-
derwriters, Texas Catholic Conference,
Texas Conservation Coaltwon, Texas Con-
sumer Association, Texas Credt Union
League and Affiliates, Texas Family Planning
Association, Texas Health Mamntenance Or-
ganization Assocaition (THMOA), Texas Le-
gal Reserve Officials Association (TLROA),
Texas Lile Insurance Association (TLIA),
Texas Medical Association (TMA), Texas
Physical Therapy Association, Texas Plan-
ning Council for Developmental Disabilities,
Texas Professional Beneft Administrators
Association (TPBAA), Texas Right to Life
Commttee, Inc , Texas State Board of Medr-
cal Examiners, Transpol Life Insurance
Company, The Travelers, The United Wis-
consin Life Insurance, The Traveler's Insur-
ance Company, United Cerebral Palsy of
Texas, Inc (UCP), Universe Lie, Universdy
ot Texas, MD Anderson Cancer Center, West
Texas Boys Ranch, Women's Injury Network,
Wnght Insurance and Retwement Services,
and numerous individuals and members of
the legislature

These sections are adopted under the Insur-
ance Code, Chapter 26, and the Insurance
Code, Aricles 103A, 1.10, 1.33, 2120,
2121, 2121-3, and 21 21-5, and §1 23 of
House Bill 1461, 73rd Legislature, Regular
Session The Insurance Code, Chapter 26,
sets out the requirements for small employer
health benelit plans, inciuding but not imited
to far marketing, disclosure, rating, mandated
policy provisions, mandates for offering cov-
erage for small employer health camers, cov-
erage and renewability of the policies, various
filng and reporting requrements, cancelia-
tion, contrnbution and participation require-
ments, exclusions, hmitations, preexsting
conditions, previous coverage and status of
health camers as small employer health carri-
ers These rules are intended to implement
the provisions of that chapter. Insurance
code, Article 2120 prohibts misrepresenta-
tion of policies and Article 2121 contains
prohtions agamst unfair compethion and
unfar trade practices and discimination Arti-
cle 21 21-3 prohiits discnmination in cover-
age or rales due o disabilly and Aricle
21 21-5 prohibds discnmination in rates or
renewals on the grounds of geographical lo-
cation, disabiiity, sex or age. These rules are
intended to address such discrimination n
connection with the coverage which is subject
to these sections Insurance Code, Aricle
1 03A sets forth the requirements for rules of
general apphcation {o be adopted by the com-
mussioner of insurance Article 1.10 autho-
nzes sanctions for violations by licensees




Atticle 1.33 sets forth the summary proce-
dures for routine matters. Section 1.23 of
House Bill 1461 authorizes the promulgation
and approval of rules relating to rates, policy
forms and endorsements by the State Board
of Insurance.

§26.4. Definitions. The following words
and terms, when used in this chapter shall
have the following meanings, unless the
context clearly indicates otherwise:
Actuary-A qualified actuary who is

a member in good standing of the American

Academy of Actuaries.

Affiliated employer-A person con-
nected by commonality of ownership with a
small employer. The term includes a person
that owns a small employer, shares directors
with a small employer, or is eligible to file
a consolidated tax return with a small em-
ployer.

Agent-A person who may act as an
agent for the sale of a health benefit plan
under a license issued under the Insurance
Code, Article 20A. 15 or 20A.15A, or un-
der the Insurance Code, Chapter 21,
Subchapter A.

Base premium rate-For each class of
business and for a specific rating period, the
lowest premium rate that is charged or that
could be charged under a rating system for
that class of business by the small employer
carrier to small employers with simular case
characteristics for small employer health
benefit plans with the same or similar cov-
erage.

Case characteristics-With respect to
a small employer, the geographic area in
which that employer’s employees reside,
the age and gender of the individual em-
ployees and their dependents, the appropri-
ate industry classification as determined by
the small employer carrier, the number of
employees and dependents, and other objec-
tive criteria as established by the small em-
ployer carrier that are considered by the
small employer carrier in settiig premium
rates for that small employer. The term does
not include claim experience, health status,
duration of coverage since the date of issu-
ance of a health benefit plan, or whether a
covered person is or may become pregnant,

Child-An unmarried natural child of
the employee, including a newborn child;
adopted child, including a child who the
employee is seeking to adopt; natural child
or adopted child of the employee’s spouse,
provided that the child resides with the em-
ployee.

Class of business-All small employ-
ers or a separate grouping of small employ-
ers established under Insurance Code,
Chapter 26.

Commissioner-The commissioner of
insurance.

Department-The Texas Department
of Insurance.

Dependent-A  spouse;  newborn
child; child under the age of 19 years; child

who is a full-time student under the age of
23 years and who is financially dependent
on the parent; child of any age who is

medically certified as disabled and depend--

ent on the parent; and any person who must
be covered under the Insurance Code, Arti-
cle 3.51-6, §3D or §3E or the Insurance
Code, Article 3.70-2(L).

Eligible employee-An employee
who works on a full-time basis and who
usually works at least 30 hours a week. The
term includes a sole proprietor, a partner,
and an independent contractor, if the sole
proprietor, partner, or independent contrac-
tor is included as an employee under a
health benefit plan of a small employer. The
term does not include: an employee who
works on a part-time, temporary, or substi-
tute basis or an employee who is covered
under another health benefit plan or an em-
ployee welfare benefit plan that provides
health benefits and that is established in
accordance with the Employee Retirement
Income Security Act of 1974 (29 USC,
§1001, et seq.).

Franchuse insurance policy-An indi-
vidual health benefit plan under which a
number of individual policies are offered to
a selected group of a small employer. The
rates for such a policy may differ from the
rate applicable to individually solicited poli-
cies of the same type and may differ from
the rate applicable to individuals of essen-
tially the same class

HMO-A health mamntenance organi-
zation subject to Insurance Code, Chapter
20A

Health benefit plan-A group, blan-
ket, or franchise insurance policy, a certifi-
cate issued under a group policy, a group
hospital service contract, or a group sub-
scriber contract or evidence of coverage
issued by a health maintenance organization
that provides benefits for health care ser-
vices The term does not include the plans
or coverage excluded under Insurance
Code, Article 26.02(9)(A-P), as follows.

(A) acadent-only insurance

coverage,

(B) credit insurance cover-
age;

(C) disabulity insurance cov-
erage,

(D) specified disease cover-
age or other limuted benefit policies;

(E) coverage of Medicare
services under a federal contract;

(F) Medicare supplement and
Medicare Select policies regulated in ac-
cordance with federa! law,

(G) long-term care insurance

coverage,
(H) coverage limited to den-
tal care;
" (0 coverage limited to care
of vision;

() coverage provided by a
single-service health maintenance organiza-
tion:

(K) insurance coverage is-
sued as a supplement to liability insurance;

(L) 1nsurance coverage aris-
ing out of a workers’ compensation system
or similar statutory system,

(M) automobile medical pay-
ment Insurance coverage,

(N) jomtly managed trusts
authorized under 29 U.S.C. §141 et seq.
that contain a plan of benefits for employ-
ees that 1s negotiated in a collective bar-
gaining agreement governing wages, hours,
and working conditions of the employees
that is authorized under 29 U.S.C §157,

(O) hospital confinement in-
demnity coverage, or

(P) remsurance contracts 1s-
sued on a stop-loss, quota-share, or similar
basis

Health carrier-Any entity authorized
under the Insurance Code or another insur-
ance law of this state that provides health
insurance or health benefits in this state
including an insurance company, a group
hospital service corporation under the Insur-
ance Code, Chapter 20, a health mainte-
nance organization under the Texas Health
Maintenance Organization Act (Insurance
Code, Chapter 20A), and a stipulated pre-
mium company under the Insurance Code,
Chapter 22:

Index rate-For each class of busi-
ness as to a rating period for small employ-
ers with similar case characteristics, the
arithmetic average of the applicable base
premium rate and corresponding highest
premium rate

Late enrollee-An eligible employee
or dependent who requests enrollment in a
small employer's health benefit plan after
the expiration of the initial enrollment
period established under the terms of the
first plan for which that employee or de-
pendent was eligible through the small em-
ployer An eligible employee or dependent
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is not g late enrollee if:

(A) the individual:

(i) was covered under
another employer health benefit plan at the
time the individual was eligible to enroli;

(ii) declines in writing, at
the time of initial eligibility, stating that
coverage under another employer health
benefit plan was the reason for declining
enrollment;

(iii) has lost coverage un-
der another employer health benefit plan as
a result of the termination of employment,
the termination of the other plan’s coverage,
the death of a spouse, or divorce; and

(iv) requests enrollment
not later than the 31st day after the date on
which coverage under another employer
health benefit plan terminates;

(B) the individual is em-
ployed by an employer who offers multiple
health benefit plans and the individual
elects a different health benefit plan during
an open enrollment period; or

(C) acourt has ordered cov-
erage to be provided for a spouse or minor
child under a covered employee’s plan and
request for enrollment is made not later than
the 31st day after issuance of the date on
which the court order is issued.

Limited benefit policy-For purposes
of this chapter and the Insurance Code,
Chapter 26, only, this term means a policy
of accident and sickness insurance:

(A) that provides for pay-
ment of benefits only upon the occurrence
of certain contingencies, such as cancer or
other specified disease, in contrast to poli-
cies covering all contingencies other than
those excluded, or coverage, including but
not limited to CHAMPUS supplements or
intensive care, sold to supplement other
coverage in force; or :

(B) that provides only the
type of coverage set forth in §3.3071 of this
title (relating to Minimum Standards for
Basic Hospital Expense Coverage), §3.3072
of this title (relating to Minimum Standards
for Basic Medical Surgical Expense Cover-
age). or §3.3075 of this title (relating to
Minimum Standards for Disability Income
Protection Coverage), where the policy fails
to meet the minimum standards as provided
in those sections; and

(C) A policy will not be
deemed to be a limited benefit policy:

(i) solely due to a de-
ductible in excess of the minimum standard
provided in §3.3071(4) of this title (relating
to Minimum Standards for Basic Hospital
Expense Coverage); or

(i) if it provides any cov-
erage or benefit in addition to or other than
the coverage and benefits set out respec-
tively in §§3.3671, 3.3072, or 3.3075.

New entrant-An eligible employee,
or the dependent of an eligible employee,
who becomes part of a small employer
group after the initial period for enrollment
in a health benefit plan. After the initial
enrollment period, this includes any em-
ployee or dependent who becomes eligible
for coverage and who is not a late enrollee.

New business premium rate-For
each class of business as to a rating period,
the lowest premium rate that is charged or
offered or that could be charged or offered
by the small employer carrier to small em-
ployers with similar case characteristics for
newly-issued small employer health benefit
plans that provide the same or similar cov-
erage.

Person-An individual, corporation,
partnership, association, or other private le-
gal entity.

Policy year-For purposes of the In-
surance Code, Chapter 26, and this chapter,
a 365-day period that begins on the policy’s
effective date or a period of one full
calendar-year, under a health benefit plan
providing coverage to small employers and
their employees, as defined in the policy.
Small employer carriers must use the same
definition of policy year in all small em-
ployer health benefit plans.

Preexisting condition provision-A
provision that denies, excludes, or limits
coverage as to a disease or condition for a
specified period after the effective date of
coverage.

Premium-All amounts paid by a
small employer and eligible employees as a
condition of receiving coverage from a
small employer carrier, including any fees
or other contributions associated with a
health benefit plan.

Rating peniod-A calendar period for
which premium rates established by a small
employer carrier are assumed to be in ef-
fect.

Renewal date-For each small em-
ployer’s health benefit plan, the earlier of
the date (if any) specified in such plan
(contract) for renewal; the policy anniver-
sary date: or the date on which the small
employer's plan is changed. A change in
the premium rate due solely to the addition
or deletion of an employee or dependent if
the deletion is due to a request by the
employee, death or retirement of the em-
ployee or dependent, termination of em-
ployment of the employee, or because a
dependent is no longer eligible; is not con-
sidered a renewal date. For association or

multiple employer trusts group health bene-
fit plans, small employer carriers may use
the date specified for renewal or the policy
anniversary date, of either the master con-
tract or the contract or certificate of cover-
age of each small employer in the
association or trust, in determining the re-
newal date. Small employer carriers must
use the same method of determining re-
newal dates for all small employer health
benefit plans.

Risk characteristic-The health sta-
tus, claims experience, duration of cover-
age, or any similar characteristic related to
the health status or experience of a small
employer group or of any member of a
small employer group.

Risk load-The percentage above the
applicable base premium rate that is
charged by a small employer carrier to a
small employer to reflect the risk character-
istics of the small employer group.

Small employer-A person that is ac-
tively engaged in business and that, on at
least 50% of its working days during the
preceding calendar year, emplcyed at least
three but not more than 50 eligible employ-
ees, including the employees of an affiliated
employer, the majority of whom were em-
ployed in this state.

Small employer carrier-A health
carrier, to the extent that that health carrier
is offering, delivering, issuing for delivery,
or renewing health beaefit plans subject to
the Insurance Code, Chapter 26, under Arti-
cle 26.06(a).

Small employer health benefit
plan-The preventive and primary care bene-
fit plan, the in-hospital benefit plan, or the
standard health benefit plan described by
the Insurance Code, Chapter 26, Subchapter
E, or any other health benefit plan offered
to a small employer under the Insurance
Code, Atrticle 26.42(d).

Standard benefit plans-The preven-
tive and primary care benefit plan, the in-
hospital benefit plan and the standard health
benefit plan required to be offered by health
carriers, excluding HMOs, under the Insur-
ance Code, Chapter 26, Subchapter E. For
HMOs, the standard benefit plans means the
preventive and primary care benefit plan
and the standard health benefit plan that
may be offered by an HMO, as provided
under Insurance Code, Chapter 26,
Subchapter E.

Waiting period~A period of time,
established by a small employer, during
which a new employee is not eligible for
coverage and which cannot exceed 90 days
from the first day of employment.

§26.5. Applicability and Scope.

(a) Except as otherwise provided in
this chapter, this chapter shall apply to any
health benefit plan providing health care
benefits covering three or more eligible em-
ployees of a small employer, whether pro-
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vided on a group or individual franchise
basis, regardless of whether the policy was
issued in this State, if the plan:

(1) meets one or more of the
conditions listed in subparagraphs (A) -(C)
of this paragraph and the Insurance Code,
Article 26.06(a)(1)-(3):

(A) aportion of the premium
or benefits is paid by or on behalf of small
employers;

(B) a covered individual is
reimbursed, whether through wage adjust-
ments or otherwise, by or on behalf of a
small employer for a portion of the pre-
mium; or

(C) the health plan is treated
by the employer or by a covered individual
as part of a plan or program for the pur-
poses of 26 U.S.C., §106 or §162;

(2) isissued on or after Septem-
ber 1, 1993.

(b) Health benefit plans issued prior
to September 1, 1993, to small employers
and/or employees of a small employer, in-
cluding franchise insurance policies, shall
not be required to be amended to comply
with the provisions of the Insurance Code,
Chapter 26, and this chapter; except that a
premium rate for a rating period may only
exceed the ranges set forth in the Insurance
Code, Article 26.32 and 26.33, until Sep-
tember 1, 1995, and such rate shall be cal-
culated, as provided in the Insurance Code,
Article 26.34

(c) While franchise insurance poli-
cies issued prior to September 1, 1993, to
small employers and/or their employees do
not have to comply with the provisions of
the Insurance Code, Chapter 26, and this
chapter, other than the provisions relating to
rates referred to in subsection (b) of this
section; policies written for individuals after
that date must comply with the provisions
of the Insurance Code, Chapter 26, and this
chapter, even if the employer has an exist-
ing franchise policy.

(d) Health benefit plans issued to
small employers and their employees on or
after September 1, 1993, and prior to Janu-
ary 1, 1994:

(1) that are specifically offered,
marketed, represented, issued, or delivered
as "small employer health benefit plans”
during this time-frame shall comply with all
provisions of the Insurance Code, Chapter
26, when issued or renewed, and shall be
amended to comply with all provisions of
this chapter no later than January 1, 1994;

(2) that are not specifically of-
fered, .narketed, represented, issued or de-
livered as "small employer health benefit

plans” during this time frame shall be
amended to comply with all provisions of
Insurance Code, Chapter 26, and this chap-
ter, on the first renewal date occurring on or
after January 1, 1994.

(¢) Health benefit plans that are of-
fered, marketed, represented, issued, or de-
livered for issue to small employers and
their employees, on and after January 1,
1994 shall comply with all provisions of the
Insurance Code, Chapter 26, and this chap-
ter beginning January 1, 1994,

(f) If a health carrier continues to
provide coverage to small employers and
their employees under existing health bene-
fit plans and elects not to continue to offer,
deliver or issue for delivery, health benefit
plans to small employers and their employ-
ees, the health carrier will only be consid-
ered a small employer carrier for purposes
of renewing such existing plans. In this
case, the health carrier shall notify the small
employer of certain information. The notice
shall be provided at least 30 days prior to
the first renewal date occurring on or after
January 1, 1994, except for renewal dates
occurring prior to March 1, 1994, and for
those renewal dates, the notice shall be
given as soon as possible before the renewal
date. The notice shall state that:

(1) the health carrier (the current
health carrier of the small employer’s em-
ployee health benefit plans) has elected not
to continue to offer new health benefit plans
in the small employer market; and

(2) other health benefit plans
may be available to the small employer
through other small employer carriers and
that such other plans should be compared
against existing plans to determine which
plan is more beneficial.

(g If a health carrier continues to
provide coverage to small employers and
their employees under existing health bene-
fit plans and elects to continue to offer,
issue, and issue for delivery, health benefit
plans to small employers and their employ-
ees, the health carrier shall notify the small
employer of certain information. The notice
shall be provided at least 30 days prior to
the first renewal date occurring on or after
January 1, 1994, except for renewal dates
occurring prior to March 1, 1994, and for
those renewal dates, the notice shall be
given as soon as possible before the renewal
date. The notice shall:

(1) offer the small employer the
option of continuing the existing health ben-
efit plan or plans or purchasing new small
employer benefit plans in accordance with
the Insurance Code, Chapter 26, and this
chapter; and

(2) provide notice that such
other plans should be compared against ex-
isting plans to determine which plan is more

beneficial.

(h) The provisions of the Insurance
Code, Chapter 26, and this chapter shall
apply to a health benefit plan provided to a
small employer or to the employees of a
small employer without regard to whether
the health benefit plan is offered under or
provided through a group policy or trust
arrangement of any size sponsored by an
association or discretionary group.

(i) If a small employer or the em-
ployees of a small employer are issued a
health benefit plan under the provisions of
the Insurance Code, Chapter 26, and this
chapter, and the small employer subse-
quently employs more than 50 eligible em-
ployees or less than three eligible
employees, the provisions of the Insurance
Code, Chapter 26 and this chapter shall
continue to apply to that particular health
plan. A health carrier providing coverage to
such an employer shall, within 60 days of
becoming aware that the employer has more
than 50 eligible employees or less than
three eligible employees, but not later than
the first renewal date occurring after the
small employer has ceased to be a small
employer, notify the employer that the pro-
tections provided under the Insurance Code,
Chapter 26, and this chapter shall cease to
apply to the employer, if such employer
fails to renew its current health benefit
plans or elects to enroll in a different health
benefit plan.

(i) If a health benefit plan is issued
on or after September 1, 1993 to an em-
ployer that is not a small employer as de-
fined in the Insurance Code, Chapter 26,
but subsequently the employer becomes a
small employer, the provisions of the Insur-
ance Code, Chapter 26, and this chapter
shall apply to the health benefit plan on the
first renewal date on or after January 1,
1994, An employer may become a small
employer due to several reasons, including,
but not lLimited to, the loss or change of
work status of one or more employees, or
the employer has moved to this state from
another state and has a health benefit plan
that was issued in the other state. The health
carrier providing a health benefit plan to
such an employer:

(1) shall not be considered to
have elected to offer, issue or issue for
delivery health benefit plans to small em-
ployers under the provisions of the Insur-
ance Code, Chapter 26, and this chapter,
solely because the health carrier continues
to provide coverage under the health benefit
plan to the employer and employees of the
employer; however, for purposes of such
existing health benefit plans, the health car-
rier will be considered a small employer
carrier; and

(2) shall, within 60 days of be-
coming aware that the employer has 50 or
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fewer eligible employees, notify the small
employer of the options that will be avail-
able to the small employer under the Insur-
ance Code, Chapter 26, and this chapter,
including the small employer’s option to
purchase a small employer health benefit
plan from the employer’s current health car-
rier, if the carrier is offering such coverage,
or from any small employer carrier willing
to accept the group.

(k) If a small employer has employ-
ees in more than one state, the provisions of
the Insurance Code, Chapter 26, and this
chapter shall apply to a health benefit plan
issued to the small employer if:

(1) the majority of eligible em-
ployees of such small employer are em-
ployed in this state on the issue date or
renewal date; or

(2) the primary business loca-
tion of the small employer is in this state on
the issue date or renewal date and no state
contains a majority of the eligible employ-
ees of the small employer.

§26.6. Status of Health Carriers as Small
Employer Carriers and Geographic Service
Area.

(a) No later than December 15,
1993, each health carrier providing health
benefit plans in this state shall make a filing
with the commissioner indicating whether
the health carrier will or will not offer,
renew, issue or issue for delivery, health
benefit plans to small employers in this
state as defined in the Insurance Code,
Chapter 26, and this chapter. The required
filing shall include certification form (Form
Number 2055 CERT SEHC STATUS) com-
pleted according to the carrier's status and
shall at least provide a statement to the
effect of one of the following:

(1) The health carrier intends to
offer, renew, issue, and issue for delivery
health benefit plans to small employers and
their employees and therefore will operate
in accordance with the Insurance Code,
Chapter 26, and this chapter; or

(2) The health carrier does not
intend to offer, issue, or issue for delivery,
health benefit plans to small employers and
their employees; however, the health carrier
intends to renew health benefit plans issued
prior to January 1, 1994. With respect to
plans issued between September 1, 1993,
and January 1, 1994, the health carrier in-
tends to comply with Chapter 26, and this
chapter, as applicable; or

(3) The health carrier does not
intend to offer, issue or issue for delivery,
health benefit plans to small employers and
their employees in the State of Texas and
intends to nonrenew all health benefit plans
issued to small employers in Texas.

(4) The health carrier has no
health benefit plans issued to small employ-
ers or to employees of a small employer,
which are in force on or after September 1,
1993, and the health carrier does not intend
to offer, issue or issue for delivery health
benefit plans to small employers.

(b) After December 15, 1993, if a
health carrier chooses to change its election
under subsection (a)(1), (2), or (4) of this
section, the health carrier shall notify the
commissioner of its new election at least 30
days prior to the date the health carrier
intends to begin operations under the new
election. This notification shall be made on
Form Number 2055 CERT SEHC STA-
TUS.

(c) Upon election to become a
small employer carrier, the health carrier
shall establish geographic service areas
within which the health carrier reasonably
anticipates it will have the capacity to de-
liver services adequately to small employers
in each established geographic service area.
The geographic service areas shall be de-
fined in terms of counties or zip codes, to
the extent possible. and shall be submitted
in conjunction with any filing of a small
employer health benefit plan. If the service
area cannot be defined by counties or zip
code, a map which clearly shows the geo-
graphic service areas is required to be sub-
mitted in conjunction with the filing of the
small employer health benefit plan. Service
areas by zip code shall be defined in a non-
discriminatory manner and in compliance
with the Insurance Code, Article 2121, §4
and Article 21.21-5. If the geographic area
of the carrier is the entire state, the carrier
shall define the service area as the state of
Texas and no other definition is necessary.

(d) Health carriers providing cover-
age under any health benefit plans issued to
small employers andfor their employees,
whether on a group or franchise basis, shall
be considered small employer carriers for
purposes of such plans, and shall comply
with all provisions of the Insurance Code,
Chapter 26, and this chapter, as applicable.

(e) A health carrier that continues
to provide coverage pursuant to subsection
(a)(2) of this section shall not be eligible to
participate in the reinsurance program es-
tablished under the Insurance Code, Chapter
26.

§26.7. Requirement to Insure Entire

Groups.

(a) A small employer carrier that
offers coverage to a small employer and its
employees shall offer to provide coverage
to each eligible employee and to each de-
pendent of an eligible employee. Except as
provided in subsection (b) of this section,
the small employer carrier shall provide the
same health benefit plan to each such em-

ployee and dependent.

(b) If clected by the small em-
ployer, a small employer carrier may offer
the eligible employees of a smail employer
the option of choosing among one or more
hea'th benefit plans, provided that each eli-
gible employee may choose any of the plans
offered. If at least 40% of eligible employ-
ees elect additional coverage, as provided in
§26.15 of this title (relating to Additional
Coverage), each eligible employee shall
have the option to choose such additional
coverage. Except as provided in the Insur-
ance Code, Article 26.21 and Article 26.49
(with respect to exclusions for preexisting
conditions), the choice among, benefit plans
may not be limited, restricted or condi-
tioned based upon the risk characteristics of
the eligible employees or their dependents.

(c) A small employer carrier may
require each small employer that applies for
coverage, as part of the application process,
to provide a complete list of eligible em-
ployees and dependents of eligible employ-
ees as defined in Insurance Code, Article
26.02. If the small employer carrier requires
such list, then the carrier may also require
the small employer to provide appropriate
supporting documentation (such as a W-2
Summary Wage and Tax Form) to verify
the information required under this subsec-
tion.

(d) A small employer carrier shall
secure a waiver with respect to each eligible
employee and each dependent of such an
eligible employee who declines an offer of
coverage under a health benefit plan pro-
vided to a small employer. Waivers shall be
maintained by the small employer carrier
for a period of six years. The waiver shall
be signed by the eligible employee (on be-
half of such employee or the dependent of
such employee) and shall certify that the
individual who declined coverage was in-
formed of the availability of coverage under
the health benefit plan. The waiver form
shall;

(1) require that the reason for
declining coverage be stated on the form;

(2) include a written warning of
the penalties imposed on late enrollees; and

(3) include a statement that the
eligible employee and dependents were not
induced or pressured by the small employer,
agent, or health carrier, into declining cov-
erage, but elected of their own accord to
decline such coverage.

(e) A small employer carrier shall
not provide coverage to a small employer or
the employees of such employer if the
health carrier, or an agent for such health
carrier, has knowledge that the small em-
ployer has induced or pressured an eligible
employee (or dependent of an eligible em-
ployee) to decline coverage due to the indi-
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vidual’s risk characteristics.

(f) An agent shall notify a small
employer carrier, prior to submitting an ap-
plication for coverage with the health car-
rier on behalf of a small employer or
employee of a small employer, of any cir-
cumstances that would indicate that the
small employer has induced or pressured an
eligible employee (or dependent of an eligi-
ble employee) to decline coverage due to
the individual’s risk characteristics.

(g) New entrants in a health benefit
plan issued to a small employer group on or
after September |, 1993, shall be offered an
opportunity to enroll in the health benefit
plan currently held by such employer group
or shall be offered an opportunity to enroll
in the health benefit plan if the plan is
provided through an individual franchise
policy or more than one plan is available. If
a small employer carrier has offered more
than one health benefit plan to eligible em-

ployees of a small employer group pursuant

to subsection (b) of this section, or if 40%
of the eligible employees of the small em-
ployer group have elected to receive addi-
tional coverage under §26. 15 of this
chapter (relating to Additional Coverage),
the new entrant shall be offered the same
choice of health benefit plans as the other
employees (members) in the group. A new
entrant that does not exercise the opportu-
nity to enroll in the health benefit plan
within the period provided by the small
employer carrier may be treated as a late
enrollee by the health carrier, provided that
the period provided to enroll in the health
benefit plan complies with subsection (h) of
this section.

(h) Periods provided for enrollment
in and application for any health benefit
plan provided to a small employer group
shall comply with the following:

(1) the enrollment period ex-
tends at least 30 days after the date the new
entrant begins employment or if the waiting
period exceeds 30 days, the date the new
entrant becomes eligible for coverage;

(2) the new entrant is notified of
his or her opportunity to enroll at least 30
days in advance of the last date enrollment
is permitted; and

(3) a period of at least 31 days
following the dale of employment, or fol-
lowing the date the new entrant is eligible
for coverage, is provided during which the
new entrant’s application for coverage may
be submitted.

(1) A small employer carrier shall
not apply a waiting period, elimination
period, or other similar limitation of cover-
age (other than an exclusion for preexisting
medical conditions consistent with the In-
surance Code, Article 26.21 and Article
26.49) with respect to a new entrant, that is

longer than 90 days. Any waiting period
applied to a new entrant, shall be based on
the waiting period established by the small
employer.

() New entrants in a health plan
issued to a small employer group on or after
September 1, 1993, shall be accepted for
coverage by the small employer carrier
without any restrictions or limitations on
coverage related to the risk characteristics
of the employees or their dependents, ex-
cept that a health carrier may exclude cov-
erage for preexisting medical conditions, to
the extent allowed under the Insurance
Code, Article 26.21 and Article 26.49

(k) A small employer carrier may
assess a risk load to the premium rate asso-
ciated with a new entrant, consistent with
the requirements of the Insurance Code,
Chapter 26, Subchapter D, and this chapter.
The risk load shall be the same risk-load
charged to the small employer group imme-
diately prior to acceptance of the new en-
trant into the group.

() In the case of an eligible em-
ployee (or dependent of an eligible em-
ployee) who was excluded from coverage,
not eligible for coverage, or denied cover-
age by a small employer carrier, in the
process of providing a health benefit plan to
an eligible small employer (as defined in
the Insurance Code, Chapter 26, and this
chapter), the small employer carrier shall
provide an opportunity for the eligible em-
ployee (or dependent(s) of such eligible em-
ployee} to enroll in the health benefit plan
issued to the small employer or the employ-
ees of the small employer on the first re-
newal date occurring on or after January I,
1994, if the plan was issued between Sep-
tember 1, 1993, and January 1, 1994.

(m) A small employer carrier may
require an individual who requests enroll-
ment under this section to sign a statement
indicating that such individual sought cov-
erage under the group contract or franchise
policy (other than as a late enrollee) and
that the coverage was not offered or pro-
vided to the individual.

(n) The opportunity to enroll shall
meet the following requirements:

(1) The opportunity to enroll un-
der this section shall comply with subsec-
tion (h) of this section, and shall begin on
the first renewal date occurring on or after
January 1, 1994, if the plan was issued
between September 1, 1993, and January 1,
1994.

(2) Eligible employees and de-
pendents of eligible employees who are pro-
vided an opportunity to enroll pursuant to
this section shall be treated as new entrants,
Premium rates related to such individuals
shall be set in accordance with subsection
() of this section.

(3) The terms of coverage of-
fered to an individual described in subsec-
tion (I) of this section may exclude
coverage for preexisting medical conditions
only if the health benefit plan currently held
by the small employer contains such an
exclusion, provided that the exclusion
period shall be reduced by the number of
days between the date the individual was
excluded or denied coverage and the date
coverage is provided to the individual
pursuant to this subsection

(4) A small employer cariier
shall provide written notice at least 45 days
prior to the opportunity to enroll provided
in this section, or if less than 45 days are
available, within five working days after
determination that subsections (g)-(m) of
this section apply to each small employer
insured under a health benefit plan offered
by such health carrier. The notice shall
clearly describe the rights granted under
subsections (g)-(m) of this section to em-
ployees and dependents who were previ-
ously excluded from, not eligible for, or
denied coverage and the process for enroll-
ment of such individuals in the employer's
health benefit plan.

§26.9. Exclusions, Lumitattons, Waiting
Periods, and Pre-existing Conditons and
Restrictive Riders.

(a) All health benefit plans that pro-
vide coverage for small employers and their
employees as defined in the Insurance
Code, Atticle 26.02(21) and §264 of this
title (relating to Definitions) shall comply
with the following requirements All such
plans issued to small employers on or after
Janvary 1, 1994 shall comply with these
provisions; plans issued between September
1, 1993, and January 1, 1994, shall be
amended to comply with these provisions
on the first renewal date after Januvary 1.
1994,

(1) A small employer carrer
shall not exclude any eligible employee or
dependent (including a late enrollee, who
would otherwise be covered under a small
employer’s health benefit plan), except to
the extent permitted under the Insurance
Code, Article 26.21(g)

" (2) A small employer carner
shall not limit or exclude (by use of nder,
amendment or other provision of the plan,
applicable to a specific individual) coverage
by type of illness, treatment, medical condi-
tion, or accident, except for preexisting con-
ditions or diseases, as permitted under the
Insurance Code, Article 26.49

(3) A small employer health
benefit plan may not limit or exclude 1nitial
coverage of a newborn child of a covered
employee. Any coverage of a newborn child
of an employee under this subsection termi-
nates on the 31st day after the date of the
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birth of the child unless:

(A) dependent children are
eligible for coverage: and

(B) notification of the birth
and any required additional premium are
received by th: small employer carrier not
later than the 30th day after the date of
birth. A small employer carrier shall not
terminate coverage of a newborn child if
such carrier’s billing cycle does not coin-
cide with this 30 day premium payment
requirement, until the next billing cycle has
occurred and there has been non-payment of
the additional required premium, within 30
days of the due date of such premium,

(4) A late enrollee may be ex-
cluded from coverage for 18 months from
the date of application or may be subject to
a ]2-month preexisting condition provision
as described by the Insurance Code, Article
26.49(b), (c), (d) and (e). If both a period of
exclusion from coverage and a preexisting
condition provision are applicable to a late
enrollee, the combined period of exclusion
may not exceed 18 months from the date of
the late application.

(5) A preexisting condition pro-
vision in a small employer health benefit
plan may not apply to coverage for a dis-
ease or condition other than a disease or
condition:

(A) for which medical ad-
vice, diagnosis, care, or treatment was rec-
ommended or received during the six
months before the effective date of cover-
age, or

(B) that would have caused
an ordinary, prudent person to seek medical
advice, diagnosis, care, or treatment during
the six months before the effective date of
coverage.

(6) A preexisting condition pro-
vision in a small employer health benefit
plan shall not apply to an individual who
was continuously covered for a minimum
period of 12 months by a heaith benefit plan
that was in effect up to a date not more than
60 days before the effective date of-cover-
age under the small employer health benefit
plan.

(7) In determining whether a
preexisting condition provision applies to an
individual covered by a small employer
health benefit plan, the small employer car-
rier shall credit the time the individual was
covered under a previous health benefit plan
if the previous coverage was in effect at any
time during the 12 months preceding the
effective date of coverage under a small
employer health benefit plan, If the pre-
vious coverage was issued by a health

maintenance organization, any waiting
period that applied before that coverage be-
came effective also shall be credited against
the preexisting condition provision period.

(8) A small employer may es-
tablish a waiting period, that cannot exceed
90 days from the first day of employment,
during which a new employee is not eligible
for coverage.

(9) A preexisting condition pro-
vision in a small employer health benefit
plan may exclude coverage for a pregnancy
existing on the effective date of the cover-
age, except as provided by paragraph (6) of
this subsection.

(b) In order to determine if preex-
isting conditions as defined in the Insurance
Code, Article 26.02(16) exist, a small em-
ployer carrier shall ascertain the source of
previous or existing coverage of each eligi-
ble employee and each dependent of an
eligible employee at the time such em-
ployee or dependent initially enrolls into the
health benefit plan provided by the small
employer carrier. The small employer car-
rier shall have the responsibility to contact
the source of such previous or existing cov-
erage to resolve any questions about the
benefits or limitations related to such pre-
vious or existing coverage.

§26.11. Restrictions Relating to Premium
Rutes.

(a) A small employer carrier shall
develop a separate rate manual for each
class of business. Base premium rates and
new business premium rates charged to
small employers by the small employer car-

- rier shall be computed solely from the ap-

plicable rate manual developed pursuant to
this subsection. To the extent that a portion
of the premium rates charged by a small
employer carrier is based on objective crite-
ria established by the small employer carrier
consistent with the criteria set out in the
Insurance Code, Articles 26. 02(5) and
26.36, the manual shall specify the criteria
and factors considered by the health carrier
in exercising such discretion.

(b) A small employer carrier shall
not modify the rating method used in the
rate manual for a class of business until the
change has been filed with the department
for 60 days. The small employer carrier
shall ensure that the rating method used is
actuarially sound and appropriate to assure
compliance with the Insurance Code, Chap-
ter 26, and this chapter, and that differences
in rates charged for each small employer
health benefit plan are reasonable and re-
flect objective differences in plan design.
The commissioner may disapprove a change
to the rating method that does not meet
these requirements.

(1) A small employer health car-

rier may modify the rating method for a
class of business only with prior approval of
the commissioner. A small employer health
carrier requesting to change the rating
method for a class of business shall make a
filing with the commissioner at least 60
days prior to the proposed date of the
change. The filing shall contain at least the
following information:

(A) the reasons the change in
rating method is being requested;

(B) a complete description of
each of the proposed modifications to the
rating method,;

(C) a description of how the
change in rating method would affect the
premium rates currently charged to small
employers in the class of business, includ-
ing an estimate from a qualified actuary of
the number of groups or individuals and a
description of the types of groups or indi-
viduals whose premium rates may change
by more than 10% due to the proposed
change in rating method (not including gen-
eral increases in premium rates applicable
to all small employers in a health benefit
plan);

© (D) a certification from a
qualified actuary that the new rating method
would be based on objective and credible
data and would be actuarially scund and
appropriate; and

(E) a certification from a
qualified actuary that the proposed change
in rating method would not produce pre-
mium rates for small employers that would
be in violation of the Insurance Code,
Chapter 26, Subchapter D.

(2) For the purpose of this sec-
tion a change in rating method shall mean:

(A) a change in the number
of case characteristics used by a small em-
ployer carrier to determine premium rates
for health benefit plans in a class of busi-
ness;

(B) a change in the manner
or procedures by which insureds are as-
signed into categories for the purpose of
applying a case characteristic to determine
premium rates for health benefit plans in a
class of business;

(C) a change in the method
of allocating expenses among health benefit
plans in a class of business; or

(D) a change in a rating fac-
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tor with respect to any case characteristic if
the change would produce a change in pre-
mium for any small employer that exceeds
10%. For the purpose of this paragraph, a
change in a rating factor shall mean the
cumulative change with respect to such fac-
tor considered over a 12 month period. If a
small employer carrier changes rating fac-
tors with respect to more than one case
characteristic in a 12 month period, the

health carrier shall consider the cumulative:

effect of all such changes in applying the
10% test under this paragraph.

(¢) Each rate manuval developed
pursuant to subsection (a) of this section
shall specify the case characteristics and
rate factors to be applied by the small em-
ployer carrier in establishing premium rates
for the class of business.

(1) A small employer carrier
may not use case characteristics other than
those specified in the Insurance Code, Arti-
cle 26.36(c), without the prior approval of
the commissioner. A small employer carrier
seeking such an approval shall make a filing
with the commissioner for a change in rat-
ing method under subsection (b) of this
section.

(2) A small employer carrier
shall use the same case characteristics in
establishing premium rates for each health
benefit plan in a class of business and shall
apply them in the same manner in establish-
ing premium rates for each such health ben-
efit plan. Case characteristics may include
the employer’s industry classification con-
sistent with the Insurance Code, Article
26.33(c). Case characteristics shall be ap-
plied without regard to the risk characteris-
tics of a small employer.

(3) The rate manual developed
pursuant to subsection (a) shall clearly illus-
trate the relationship among the base pre-
mium rates charged for each health benefit
plan in the class of business. If the new
business premium rate is. differeat than the
base premium rate for a health benefit plan,
the rate manual shall illustrate the differ-
ence.

(4) Differences among base pre-
mium rates for health benefit plans shall be
based solely on the reasonable and objective
differences in the design and benefits of the
health benefit plans and shall not be based
in any way on the actual or expected health
status or claims experience of the small
employer groups that choose or are ex-
pected to choose a particular health benefit
plan. A small employer carrier shall apply
case characteristics and rate factors within a
class of business in a manner that assures
that premium differences among health ben-
efit plans for identical small employer
groups vary only due to reasonable and
objective differences in the design and ben-
efits of the health benefit plans and are not

due to the actual or expected health status
or claims experience of the small employer
groups that choose or are expected to
choose a particular health benefit plan,

(5) Each rate manual developed
pursuant to subsection (a) of this section
shall provide for premium rates to be devel-
oped in a two step process. In the first step,
a base premium rate shall be developed for
the small employer group without regard to
any risk characteristics of the group. In the
second step, the resulting base premium rate
may be adjusted by a risk load, subject to
the provisions of the Insurance Code, Chap-
ter 26, Subchapter D, to reflect the risk
characteristics of the group.

(6) Except as provided in this
subsection, a premium charged to a small
employer for a health benefit plan shall not
include a separate application fee, under-
writing fee, or any other separate fee or
charge. A small employer carrier may
charge a separate fee with respect to a
health benefit plan (but only one fee with
respect to such plan) provided the fee is no
more than $5.00 per month per covered
employee and is applied in a uniform man-
ner to each health benefit plan in a class of
business.

(7) A small employer carrier
shall allocate administrarive expenses to the
small employer health benefit plans on no
less favorable of a basis than expenses are
allocated to other health benefit plans in the
class of business. The rate manual devel-

oped pursuant to subsection (a) of this sec- -

tion shall describe the method of allocating
administrative expenses to the health benefit
plans in the class of business for which the
manual was developed.

(8) Each rate manual developed
pursuant to subsection (a) of this section
shall be maintained by the health carrier for
a period of 6 years. Updates and changes to
the manual shall be maintained with the
manual.

(9) Each rate manual and the
rating practices of a small employer carrier
shall comply with any applicable rules.

(d) If group size is used as a case
characteristic by a small employer carrier,
the highest rate-factor associated with a
group size classification shall not exceed
the lowest rate-factor associated with such a
classification by more than 20%.

(&) The restrictions related to
changes in premium rates in Insurance
Code, Article 26.33 and Article 26.34, shall
be applied as follows:

(1) A small employer carrier
shall revise its rate manuals each rating
period to reflect changes in base premium
rates and changes in new business premium
rates.

(2) If, for any health benefit
plan with respect to any rating period, the
percentage change in the new business pre-
mium rate is less than or the same as the
percentage change in the base premium
rate, the change in the new business pre-
mium rate shall be deemed to be the change
in the base premium rate for the purposes of
the Insurance Code, Ariicle 26.33 and Arti-
cle 26.34.

(3) If, for any health benefit
plan with respect to any rating period, the
percentage change in the new business pre-
mium rate exceeds the percentage change in
the base premium rate, the health benefit
plan shall be considered a health benefit
plan into which the small employer carrier
is no longer enrolling new small employers
for the purposes of Insurance Code, Article
26.33 and Article 26.34.

(4) If, for any rating period, the
change in the new business premium rate
for a heaith benefit plan differs from the
change in the new business premium rate
for any other health benefit plan in the same
class of business by more than 20%, the
health carrier shall make a filing with the
commissioner containing a complete expla-
nation of how the respective changes in new
business premium rates were established
and the reason for the difference. The filing
shall be made at least 60 days prior to the
beginning of the rating period when the
change would be applicable. The filing is
for the purpose of allowing the commis-
sioner to determine whether the methodol-
ogy used is actvarially sound and
appropriate to insure compliance with the
Insurance Code, Chapter 26.

(5) A small employer carrier
shall keep on file for a pericd of at least six
years the calculations used to determine the
change in base premium rates and new busi-
ness premium rates for each health benefit
plan for each rating period.

(f) Changes in premium rates and
revised premium rates shall comply with the
following:

(1) Except as provided in sub-
section (e) of this section, a change in pre-
mium rate for a small employer shall
produce a revised premium rate that is no
more than the base premium rate for the
small employer (as shown in the rate man-
uval as revised for the rating period), multi-

plied by one plus the sum of:

(A) the risk load applicable
to the small employer during the previous
rating period; and

(B) )15% (prorated for
periods of less than one year).

(2) In the case of a health bene-
fit plan into which a small employer carrier
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is no longer enrolling new small employers,
a change in premium rate for a small em-
ployer shall produce a revised premium rate
that is no more than the base premium rate
for the small employer (given its present
composition and as shown in the rate man-
val in effect for the small employer at the
beginning of the previous rating period),
multiplied by one plus the lesser of:

(A) the change in the base
rate; or

(B) the percentage change in
the new business premium for the most
similar health benefit plan into which the
small employer carrier is enrolling new
small employers, multiplied by one plus the
sum of:

(i) The risk load applica-
ble to the smail employer during the pre-
vious rating period; and

(i) 15% (prorated for
periods of less than one year).

(3) In the case of a health bene-
fit plan described in the Insurance Code,
Article 26.33(c), if the current premium rate
for the health benefit plan exceeds the
ranges set forth in the Insurance Code, Arti-
cle 26.32(b), the formulae set forth in para-
graphs (1) and (2) of this subsection will be
applied as if the 15% adjustment provided
in paragraphs (1)(B)(ii) and (2) (C)(ii) of
this subsection were a 0% adjustment.

(4) Notwithstanding the provi-
sions of paragraphs (1) and (2) of this sub-
section, a change in premium rate for a
small employer shall not produce a revised
premium rate that would exceed the limita-
tions on rates provided in the Insurance
Code, Article 26.32(c).

{g) HMOs shall follow the rating
requirements set out in this section for the
prototype benefit plans authorized by the
Insurance Code, Article 2642 and this
chapter. HMOs offering any state-approved,
federally-qualified plan described in the In-
surance Code, Article 2648 and §26.14 of
this title (relating to Coverage) shall estab-
lish premium rates for those plans in ac-
cordance with formulas or schedules of
charges filed with the department under the
procedures set forth in the Insurance Code,
Article 20A.09(b) and Chapter 11,
Subchapter H, of this title (relating to
Schedule of Charges).

§26.14. Coverage.

(a) Every small employer carrier,
except HMOs, shall as a condition of trans-
acting business in this state with small em-
ployers, offer to small employers at least
three standard benefit plans, including the
preventive and primary care benefit plan,

the in-hospital benefit plan, and the stan-
dard health benefit plan, as provided under
Insurance Code, Articles 26. 42-26.49.

(b) In addition to the three standard
benefit plans required to be offered to small
employers as provided in the Insurance
Code, Chapter 26, small employer carriers
may, subject to the provisions of the Insur-
ance Code, Article 26. 42(d) and this chap-
ter, offer other health benefit plans to small
employers, as provided in the Insurance
Code, Article 26.42(d). Such other health
benefit plans shall comply with all provi-
sions of Chapter 26 and this chapter, except
that provisions defining the specific benefits
required under the three required standard
benefit plans are not applicable. The Insur-
ance Code, Article 26.06(c) does not apply
to a health benefit plan offered to a small
employer as provided under Insurance
Code, Article 26.42(d).

(c) Instead of the standard benefit
plans described by this chapter, a health
maintenance organization may offer a state-
apnroved health benefit plan that complies
with the requirements of Title XI, Public
Health Service Act (42 U.S.C., §300e et
seq.) and rules adopted under that Act. An
HMO may also offer two of the three proto-
type plans described in the Insurance Code,
Article 2645 and Article 26.47; including
the Preventive and Primary Care Benefit
Plan and the Standard Health Benefit Plan.
HMOs may not offer the In-Hospital Bene-
fit Plan, as that plan does not comply with
either state or federal law regarding the
operation of HMOs.

(d) All small employer health bene-
fit plans provided by a small employer car-
rier other than an HMO shall provide an
option for conversion/continuation which
complies with all provisions of Subchapter
F of Chapter 3 of this title (relating to
Group Health Insurance Mandatory Conver-
sion Privilege). An HMO shall provide cov-
erage for conversion or continuation of any
small employer health benefit plan which
complies with the requirements of
§11.506(7) or (8) of this title (relating to
Mandatory Provisions: Group and Non-
Group Agreement and Group Certificate).

(e) Each health benefit plan, certifi-
cate, policy, rider, or application used by
health carriers to provide coverage to small
employers and their employees shall com-
ply with the Insurance Code, Article 26.43;
be written in plain language; and meet the
requirements of Chapter 3, Subchapter G,
of this title (relating to Plain Language Re-
quirements). Requirements for use of plain
language are not applicable to a health ben-
efit plan group master policy or a policy
application or enroliment form for a health
benefit plan group master policy.

(f) Every small employer carrier
providing health benefit plans to small em-

ployers is required to offer dependent cov-
erage. Dependent coverage may be paid for
by the employer, the employee, or both.

(g) This section contains require-
ments for optional prototype policy forms.
The policy forms described in this subsec-
tion are adopted by reference to complete a
prototype policy andfor certificate when
combined with the required prescribed ben-
efit prototype policy forms outlined in this
section. The prototype policy forms have
been developed to facilitate implementation
of the Insurance Code, Chapter 26, and to
streamline the policy approval process.
Small employer carriers are encouraged to
use all of the prototype policy forms as
described in this subsection to expedite the
approval process. BEach form has a unique
form number appearing in the lower left-
hand corner and small employer carriers
may use one or any number of the prototype
forms. Alternate language, except for vari-
ables indicated by brackets, must be filed
for review and approval under a different
form number using 2055 as part of the form
number. Additional filing requirements are
outlined in Section 26.19 of this title (relat-
ing to Filing Requirements).

(1) This
policy face pages.

paragraph  describes

(A) The group policy face
pages are described in this subparagraph.
These prototype policies provide for the
entire contract to include any applications,
the certificate of insurance and any attached
riders. If the small employer carrier elects
to use policies other than the prototype
forms, this shell format shall be used with
any small employer health benefit plan.
Each policy face page, whether or not the
prototype form is used, shall include the
small employer carrier name and address;
policyholder name (and industry, if issued
on a multiple-employer trustee basis); pol-
icy number; policy effective date; provision
for the entire contract to include applica-
tions, the certificate of insurance and any
attached riders; workers’ compensation dis-
claimer notice; description of the policy in
bold type as the Group Small Employer
Preventive and Primary Care Benefit Plan,
the Group Small Employer In-Hospital Ben-
efit Plan or the Group Small - Employer
Standard Health Benefit Plan; and the form
number. and Primary Care Benefit Plan, the
Group Small Employer In-Hospital Benefit
Plan or the Group Small Employer Standard
Health Plan; and the form number. The
small employer carrier may include or omit
the variable provision addressing the free
look period. The Group Policy Face Pages
for the prototype policies include a:

(i) Group Small Em-
ployer Preventive and Primary Care Benefit
Plan (Form Number 2055 SE.PP) for a
single-employer policy.
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(i) Group Small Em-
ployer In-Hospital Benefit Plan (Form
Number 2055 SEIH) for a single-employer
policy.

(iii) Group Small Em-
ployer Standard Health Benefit Plan (Form
Number 2055 SESTD) for a single-
employer policy.

(iv) Group Small Em-
ployer Preventive and Primary Care Benefit
Plan (Form Number 2055 MET.PP) for a
multiple-employer trustee policy.

(v) Group Small Em-
ployer In-Hospital Benefit Plan (Form
Number 2055 MET.IH) for a multiple em-
ployer trustee policy.

(vi) Group Small Em-
ployer Standard Health Benefit Plan (Form
Number 2055 MET.STD) for a multiple-
employer trustee policy.

(vii) Group Small Em-
ployer Preventive and Primary Care Benefit
Plan (Form Number 2055 ASSN.PP) for an
association policy.

(viii) Group Small Em-
ployer In-Hospital Benefit Plan (Form
Number 2055 ASSN.IH) for an association
policy.

(ix) Group' Small Em-
ployer Standard Health Benefit Plan (Form
Number 2055 ASSN.STD) for an associa-
tion policy.

(B) The individual policy
face pages are described in this
subparagraph. These prototype policies pro-
vide for the entire contract to include the
application and any attached papers. If the
small employer carrier elects to use policies
other than the prototype forms, this shell
format shall be used with any small em-
ployer health benefit plan. Ail policy face
pages, whether or not the prototype form is
used, shall include the small employer car-
rier name and address; renewal statement;
right to change premium rates statement;
Policyholder (Employee) name and address;
policy number; the policy effective date;
provision for the entire contract to include
the application and any attached papers;
right to examine policy provision; workers’
compensation disclaimer notice; description
of the policy in bold type as the Individual
Small Employer Preventive and Primary
Care Benefit Plan, the Individual Small Em-
ployer In-Hospital Benefit Plan, or the Indi-
vidual Small Employer Standard Health
Benefit Plan; and the form number. These
prototype policies require the plans to be
issued on a guaranteed renewable for life or
attainment of the maximum benefits, if any,
basis. If the prototype policy forms are not
used, a small employer carrier shall issue
small employer health benefit plans on a
guaranteed renewable for life or attainment

of maximum benefits basis; or on a guaran-
teed renewable basis with the only reasons
for termination being those set out in the
Insurance Code, Articles 26.23 and 26.24A,
and shall include a conversion provision
which provides conversion options required
under of Chapter 3, Subchapter F, of this
title (relating to Group Health Insurance
Mandatory Conversion Privilege). The Indi-
vidual Policy Face Pages include the fol-
lowing:

(i) Individual Small Em-
ployer Preventive and Primary Care Benefit
Plan (Form Number 2055 ISE.PP).

(ii) Individual Small Em-
ployer In-Hospital Benefit Plan (Form
Number 2055 ISE.IH).

(iii) Individual Small Em-
ployer Standard Health Benefit Plan (Form
Number 2055 ISE.STD).

(2) The Notice of Toll-Free
Telephone Numbers and Information and
Complaint Procedures form (Form Number
TOLLFREE) for group and individual poli-
cies are described in this paragraph. This
prototype form contains the language pre-
scribed in §1.601 of this title (relating to
Notice of Toll-Free Telephone Numbers
and Information and Complaint Procedures)
and shall be attached as the second or third
page of the policy and the certificate of
insurance. The variable provisions are op-
tional only to the extent outlined in §1.601.

(3) The group certificate of in-
surance face page is described in this para-
graph. Each certificate of insurance face
page, whether or not the prototype form is
used, shall include the small employer car-
rier name and address; the certification pro-
vision; a provision that the certificate face
page, all attached provisions and any riders
shall constitute the entire certificate of in-
surance; the workers’ compensation dis-
claimer notice; a description of the plan in
bold type as the Small Employer Preventive
and Primary Care Benefit Plan, the Small
Employer In-Hospital Benefit Plan or the
Small Employer Standard Health Benefit
Plan; and the form number. The identifica-
tion information (Employee name, ID Num-
ber, Certificate Effective Date, Policyholder
name, Policy Number, Policy Effective
Date, Dependent Coverage) is variable to
the extent that small employer carriers may
include all of the information in the certifi-
cate of insurance by any appropriate
method, such as an insert or as a sticker on
the face page or schedule of benefits or
printed on the face page as provided in the
prototype form. The Dependent Coverage
information is variable for small employer
carriers to insert a dependent coverage elec-
tion. The variable replacement provision is
an optional provision which carriers may
include as provided in the prototype form or
carriers may alter the language in any ap-

propriate manner or may elect to omit the
provision in its entirety. The Group Certifi-
cate of Insurance Face Pages include the
following:

(A) Certificate of Insurance
Face Page for the Group Small Employer
Preventive and Primary Care Benefit Plan
(Form Number 2055 CERT.PP).

(B) Certificate of Insurance
Face Page for the Group Small Employer
In-Hospital Benefit Plan (Form Number
2055 CERT.IH).

(C) Certificate of Insurance
Face Page for the Group Small Employer
Standard Health Benefit Plan (Form Num-
ber 2055 CERT.STD).

(4) The data page for individual
policies (Form Number 2055 DP) is de-
scribed in this paragraph. The Premium,
Premium Mode, Policy Fee and Dependent
Coverage information shall be included in
the policy whether or not the prototype Data
Page is used. The Dependent Coverage in-
formation is variable for small employer
carriers to insert dependent coverage elec-
tion. The Policy Fee provision shall be
omitted if there is no policy fee. The infor-
mation on this Data Page may be included
by any appropriate method, such as an in-
sert as provided by the prototype form, or
as a sticker on the face page or the schedule
of benefits page or printed on the face page
or schedule of benefits page.

(5) The table of contents for
group policies (Form Number 2055 TCG)
and table of contents for individual policies
(Form Number 2055 TCI) are described in
this paragraph. The variable items shall be
included or omitted as appropriate for the
policy or certificate and page numbers shall
be renumbered accordingly. If the prototype
Table of Contents is not used, the format
and order shall be the same as provided in
the prototype.

6 The General Provisions
form for group policies (Form Number
2055 GGP) may be used with all group
small employer health benefit plans. If the
prototype General Provisions form is not
used, each general provision with same or
similar language shall be included in each
policy/certificate. Variable language for the
General Provisions form are described in
the following subparagraphs:

(A) The definition of an Eli-
gible Employee under the Eligibility for
Coverage (Employee Coverage) provision
shall add that an "Eligible Employee also
includes an employee of an Employer mem-
ber of an association" when the policy is to
be issued to an association.
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(B) The Initial Enrollment
for New Eligible Employees provision un-
der Effective Dates allows a variable for a
waiting period which is to be included if the
small employer requires a waiting period or
omitted if not applicable. The length of time
for the waiting period is also variable to
allow flexibility for small employers to
elect a period of time not to exceed 90 days.

(C) The Newborn Children
provision under Effective Dates allows a
variable to be included if the small em-
ployer carrier requires a premium to be
charged for the 31 day period of coverage if
the insured person elects not to continue
coverage for the newborn child. If no pre-
mium will be charged, this provision shall
be omitted.

(D) The Late Enrollees pro-
vision under Effective Dates shall include
one of the four variable provisions to reflect
the date on which a late enrollee will be
eligible for coverage. The time periods are
variable to allow a shorter period of time, if
elected by the small employer carrier.

(E) The Preexisting Condi-
tions provision is variable only to the extent
that it may be omitted in its entirety if the
small employer carrier elects not to impose
a limitation for preexisting conditions. If a
preexisting condition limitation applies, this
provision shall be included in its entirety.
The time period is variable to allow a
shorter period of time if elected by the
small employer carrier.

(F) The Eligible Employees
and Dependents provisions under Termina-
tion of Insurance allow variables for contin-
ued coverage for an employee who is on an
approved leave of absence for a specified
period of time to be inserted if the provision
remains. This provision shall be included or
omitted as appropriate.

(G) The Eligible Employees
and Dependents provisions under Termina-
tion of Insurance allow variables for cover-
age to end on either "the date the Employer
terminates participation in the Trust” which
may be included when the policy is to be
issued to a multiple employer trust; or "the
date the Employer member terminates
membership in the Association” which may
be included when the policy is to be issued
to an association,

(H) The Policyholder and
Company provision under Termination of
Insurance provides alternate provisions for
termination by the Employer as Policy-

holder; termination by the Association as
Policyholder; termination of participation
by an Employer (member) under an Associ-
ation policy, or termination of participation
by an Employer under a Multiple Employer
Trust policy. Provisions shall be included
appropriately for a single employer policy,
an association policy or a multiple employer
trust policy.

(I) The Policyholder and
Company provision under Termination of
Insurance allows a variable to be included
for the exception to non-payment of premi-
ums if a grace period is provided. If a grace
period is not provided, the variable "Cover-
age will end at the end of the last period for
which premium payment has been made to
Us" shall be included. A variable is allowed
to be included if the small employer carrier
will terminate the employer’s plan for fail-
ure to maintain the required minimum par-
ticipation requirements. A variable is
allowed to be included if the small em-
ployer carrier will terminate the employer’s
plan due to failure of the employer to main-
tain status as a small employer, as described
in §26.5 of this title (relating to Applicabil-
ity and Scope).

(7) The General Provisions for
individual policies (Form Number 2055
IGP) may be used with all individual small
employer health benefit plans. If the proto-
type General Provisions form is not used,
each general provision with same or similar
language shall be included in each policy.
Variable provisions for the General Provi-
sions form include the following:

(A) The Initial Enrollment
for New Eligible Employees provision un-
der Effective Dates allows a variable for a
waiting period which is to be included if the
small employer requires a waiting period or
omitted if not applicable. The length of time
for the waiting period is also variable to
allow flexibility for small employers to
elect a period of time not to exceed 90 days.

(B) The *Newborn Children
provision under Effective Dates provides a
variable to be included if the small em-
ployer carrier requires a premium to be
charged for the 31 day period of coverage if
the insured person elects not to continue
coverage for the newborn child. If no pre-
mium will be charged, this provision shall
be omitted.

(C) The Late Enrollees pro-
vision under Effective Dates shall include
one of the four variable provisions to reflect
the date on which a late enrollee will be
eligible for coverage. The time periods are
variable to allow a shorter period of time if
elected by the small employer carrier.

(D) The Preexisting Condi-
tions provision is variable only to the extent
that it may be omitted in its eatirety if the
small employer carrier elects not to impose
a limitation for preexisting conditions. If a
preexisting condition limitation applies, this
provision shall be included in its entirety.
The time period is variable to allow a
shorter period of time if elected by the
small employer carrier.

(8) The Group Provisions form
(Form Number 2055 GRP) may be used
with all group small employer health benefit
plans. If the prototype Group Provisions
form is not used, each provision with the
same or similar language shall be included
in each policy/certificate. Variable provi-
sions for the Group Provisions form include
the following:

(A) A variable is provided in
the Payment of Premiums provision for the
mode of premium to be inserted.

(B) The Representations pro-
vision under Time Limit on Certain De-
fenses shall provide that stetements made
by the "Policyholder or” Employer shall be
considered representations and not warran-
ties and that the "Policyholder or” Employer
shall be provided a copy of any statements
used to contest coverage when policies are
to be issued to a multiple employer trust or
to an association.

(C) The Time Limit on Cer-
tain Defenses provision allows a variable
for Preexisting Conditions only to the extent
that it may be omitted in its entirety if the
small employer carrier elects not to impose
a limitation for preexisting conditions. If a
preexisting condition limitation applies, this
provision shall be included in its entirety.
The time period is variable to allow a
shorter period of time, if elected by the
small employer carrier.

(D) The Payment to As-
signee provision under Payment of Claims
is variable only to the extent that Chapter
20 companies may substitute this provision
for the alternate Assignment provision.

(B) The Grace Period provi-
sion is a variable to be included when a
grace period is provided for the specified
number of days as determined by the small
employer carrier.

(F) Dividends, Subrogation,
and Right to Recovery/Clerical Error provi-
sions may be included, omitted, or medified
by the small employer carrier. Right to Re-
covery/Clerical Error provisions shall be
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considered one provision for purposes of
variability and both provisions shall be ei-
ther included or omitted.

(9) The Individual Provisions
form (Form Number 2055 IRP) may be
used with all individual small employer
health benefit plans. If the Individual Provi-
sions prototype form is not used, a provi-
sion with the same or similar language shall
be used in each policy. Variable provisions
for the Individual Provisions form include
the following:

(A) The Time Limit on Cer-
tain Defenses provision allows a variable
for Preexisting Conditions only to the extent
that it may be omitted in its entirety if the
small employer carrier elects not to impose
a limitation for preexisting conditions. If a
preexisting condition limitation applies, this
provision shall be included in its entirety.
The time period is variable to allow a
shorter period of time, if elected by the
small employer carrier.

(B) The Payment to As-
signee provision under Payment of Claims
is variable only to the extent that Chapter
20 companies may substitute this provision
for the Assignment provision.

(C) The Cancellation, Divi-
dends, Misstatement of Age, Right to Re-
covery, Subrogation, and Unpaid Premiums
provisions may be included, omitted or
modified by the small employer carrier.

(h) Prescribed benefits are dis-
cussed in this subsection. No policy, sub-
scriber contract, or certificate shall be
issued or delivered for issue in this state to
a small employer by a small employer car-
rier as a Preventive and Primary Care Bene-
fit Plan, an In-Hospital Benefit Plan or a
Standard Health Benefit Plan unless such
policy, subscriber contract, or certificate
contains the prescribed benefit provisions
outlined in paragraphs (1)-(4) of this sub-
section.

(1) The Preventive and Primary
Care Benefit Plan is discussed in this para-
graph. The following forms shall be in-
cluded in this plan as prescribed. Variable
language in the prescribed forms is indi-
cated by brackets.

(A) The Schedule of Benefits
(Non-PPO Plan) for the Preventive and Pri-
mary Care Benefit Plan (Form Number
2055 SCH.PP) shall be in the language and
format prescribed. This Schedule of Bene-
fits shall be used when the plan does not
include preferred provider (PPO) benefits.

(i) Variable amounts of -

$100 or $250 for the Policy Year Deduct-
ible are allowed to be elected by the small

employer carrier or offered as an option to
the small employer.

(ii) The optional Pre-
scription Drug Benefit Rider shall be in-
cluded on the Schedule of Benefits when
provided. This optional rider is allowed to
be included with the Preventive and Pri-
mary Care Benefit Plan. The prescription
drug benefit shall be provided at a Percent-
age Payable of at least 50%, but may be
provided at a greater Percentage Payable.
The small employer carrier may elect to
provide the prescription drug benefit
through a prescription drug card program
with a deductible not to exceed $8.00 per
prescription or refill for a generic drug, or
name brand drug if less than the generic
drug, and $12 per prescription or refill for a
name brand drug

(B)  The Schedule of Bene-
fits (PPO Plan) for the Preventive and Pri-
mary Care Benefit Plan (Form Number
2055 SCHPO.PP) shall be in the language
and format prescribed. This Schedule of
Benefits shall be used when the plan in-
cludes preferred provider (PPO) benefits.

(i) The terms "Policy
Year Deductible”, "Non-Preferred Provider
Policy Year Deductible” and "Preferred
Provider Policy Year Deductible” are vari-
able to allow the same policy year deduct-
ible to apply to both preferred and non-
preferred provider options or to allow a
“Non-Preferred Provider Policy Year De-
ductible" and a "Preferred Provider Policy
Year Deductible” if different deductibles
will apply. A "Per Visit Deductible” may be
used in lieu of a Preferred Provider Policy
Year Deductible. The deductible may be
waived for either option.

(ii) A variable amount of
$100 or $250 for the Policy Year Deduct-
ible or the Non-Preferred Provider Policy
Year Deductible may be elected by the
small employer carrier or the small em-
ployer. The Preferred Provider Policy Year
Deductible may be any lesser amount.

(iii) A Per Visit Deduct-
ible of $10 or $15 may be included for the
preferred provider option except for the Pre-
ventive Care Benefit.

(iv) A variable Percent-
age Payable of 90% or 100% when pre-
ferred providers are utilized shall be
determined by ihe sma'l employer carrier or
offered as an option to the small employer.
The Percentage Payable for the Preventive
Care Benefit is not variable and shall be
100%.

(v) The optional Prescrip-
tion Drug Benefit Rider shall be included
on the Schedule of Benefits when provided.
This optional rider is allowed to be included
with the Preventive and Primary Care Bene-

fit Plan. The prescription drug benefit shall
be provided at a Percentage Payable of at
least 50%, but may be provided at a greater
Percentage Payable. The small employer
carrier may elect to provide the prescription
drug benefit through a prescription drug
card program with a deductible not to ex-
ceed $8.00 per prescription or refill for a
generic drug, or name brand drug if less
than the generic drug, and $12.00 per pre-
scription or refill for a name brand drug.

(C) The Policy Definitions
for the Preventive and Primary Care Benefit
Plan (Form Number 2055 DEF.PP) shall be
in the language and format prescribed.

(i) The term and defini-
tion "Certificate of Insurance” is variable to
be included or omitted as appropriate.

(ii) The terms and defini-
tions for “Contracting Facility” and
"Noncontracting Facility" are variable for
Chapter 20 companies only and neither pro-
vision shall be included by other than Chap-
ter 20 companies.

(iii) The term and defini-
tion of "Employer” provide a variable to
include an Employer member of an associa-
tion when a policy is to be issued to an
association.

(iv) The term and defini-
tion of "Hospital” is variable only to allow
for additional criteria for purposes of clarifi-
cation or to accommodate carriers with
unique operations and special statutory
rights, such as Chapter 20 companies.

(v) The term and defini-
tion of "Policyholder” shall be included in
the Policy Definitions as appropriate to de-
fine the Policyholder as the Employer, the
Trustee of a Multiple Employer Trust or the
Association.

(vi) The alternate defini-
tions for the term "Policy Year" are in-
cluded to allow the small employer to select
the definition that is consistent with the
carrier’s and employer’s practices. The defi-
nition, as selected, shall be included in the
policy/certificate.

(vii) The term and defini-
tion of "Preexisting Condition" is variable
only to the extent that it may be omitted in
its entirety if the small employer carrier
elects not to impose a limitation for preex-
isting conditions. If a preexisting condition
limitation applies, this provision shall be
included in its entirety.

(D) The Benefits Provided
for the Preventive and Primary Care Benefit
Plan (Form Number 2055 BEN.PP) shall be
in the language and format prescribed.

(E) The Exclusions and
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Limitations for the Preventive and Primary
Care Benefit Plan (Form Number 2055
EXC.PP) shall be in the language and for-
mat prescribed. Exclusions of elective abor-
tions, if any, are to be determined by an
agreement between the employer and the
small employer carrier and must be in-
cluded in the Exclusions and Limitations of
the policy, certificate andfor outline of cov-
erage. Other variable exclusions are allowed
to be included by Chapter 20 companies
only.

(F) The Prescription Drug
Benefit Rider (Form Number 2055 PDR), if
elected, shall be in the language and format
prescribed. This optional rider is allowed
with the Preventive and Primary Care Bene-
fit Plan. The variable 50% may be changed
to provide a greater percentage payable un-
der this rider.

(2) This paragraph discusses the
in-hospital benefit plan. The following
forms shall be included in this plan as pre-
scribed. Variable language in the prescribed
forms is indicated by brackets.

(A) The Schedule of Benefits
{(Non-PPO Plan) for the In-Hospital Benefit
Plan (Form Number 2055 SCH.IH) shall be
in the language and format prescribed. This
Schedule of Benefits shall be used when the
plan does not include preferred provider
(PPO) benefits.

(1) A variable amount of
$100 or $250 for the Hospital Deductible
Per One Period of Hospital Confinement
may be selected by the small employer car-
rier or offered as an option to the small
employer.

(i) A variable amount of
$2.000 or $5.000 per individual for the Pol-
icy Year.Copayment Maximum may be se-
lected by the small employer carrier or
offered as an option to the small employer.

(iii) The optional Supple-
mentary Accidental Injury Benefit shall be
included on the Schedule of Benefits, when
elected. This optional rider is allowed with
the In-Hospital Benefit Plan.

(B) The Schedule of Benefits
(PPO Plan) for the In-Hospital Benefit Plan
(Form Number 2055 SCHPQ.IH) shall be in
the language and format prescribed. This
Schedule of Benefits shall be used when the
plan includes preferred provider (PPO) ben-
efits.

(i) The terms "Hospital
Deductible Per One Pericd of Hospital Con-
finement", "Hospital Preferred Provider De-
ductible Per One Period of Hospital
Confinement" and "Hospital Non-Preferred
Provider Deductible Per One Period of Hos-
pital Confinement” are variable to allow the

same hospital deductible per confinement to
apply to both preferred and non-preferred
options or to allow a Hospital Preferred
Provider Deductible Per One Period of Hos-
pital Confinement and a Hospital Non-
Preferred Provider Deductible Per One
Period of Hospital Confinement if different
deductibles will apply. The deductible may
be waived for either option.

(ii) A variable amount of
$100 or $250 for the Hospital Deductible
Per One Period of Hospital Confinement or
the Hospital Non-Preferred Provider De-
ductible Per One Period of Hospital Con-
finement may be elected by the small
employer carrier or offered as an option to
the small employer.

(iii) A variable amount of
$2.000 or $5,000 per individual for the Pol-
icy Year Copayment Maximum may be
elected by the small employer carrier or
offered as an option to the small employer.
A combination of preferred provider and
non-preferred provider amounts for the Pol-
icy Year Copayment Maximum may be pro-
vided.

{ivy A wvariable Percent-
age Payable of 80%, 90% or 100% for the
Inpatient Hospital Expense Benefit and Out-
patient Follow-Up Care Benefit and a vari-
able Percentage Payable of 70% or 80% for
Mental Illness or Chemical Dependency
Benefits when preferred providers are uti-
lized shall be determined by the small em-
ployer carrier or offered as an option to the
small employer.

(v) A variable Percentage
Payable of 70% or 80% for the Inpatient
Hospital Expense Benefit and Outpatient
Follow-Up Care Benefit when non-
preferred providers are utilized shall be de-
termined by the small employer carrier or
offered as an option to the small employer.

(vi) The optional Supple-
mentary Accidental Injury Benefit shall be
reflected on the Schedule of Benefits, when
the optional rider is elected with the In-
Hospital Benefit Plan.

(C) The Schedule of Benefits
(Non-PPO Plan) for the Preventive and Pri-
mary Care Benefit Rider (Form Number
2055 SCH.PPR) shall be added to the In-
Hospital Benefit Plan, when elected, in the
language and format prescribed. This
Schedule of Benefits shall be used when the
plan does not include preferred provider
(PPO) benefits. Variable amounts of $100
or $250 for the Policy Year Deductible may
be elected by the small employer carrier or
offered as an option to the small employer.

(D) The Schedule of Benefits
(PPO Plan) for the Preventive and Primary
Care Benefit Rider (Form Number 2055

SCHPO.PPR) shall be added to the In-
Hospital Benefit Plan, when elected, in the
language and format prescribed. This
Schedule of Benefits shall be used when the
plan includes preferred provider (PPO) ben-
efits.

(i) The terms "Policy
Year Deductible”, "Non-Preferred Provider
Policy Year Deductible” and "“Preferred
Provider Policy Year Deductible" are vari-
able to allow the same policy year deduct-
ible to apply to both preferred and non-
preferred provider options or to allow a
"Non-Preferred Provider Policy Year De-
ductible” and a “Preferred Provider Policy
Year Deductible” if different deductibles
will apply. A "Per Visit Deductible” may be
used in lieu of a Preferred Provider Policy
Year Deductible. The deductible may be
waived for either option.

(ii) A variable amount of
$100 or $250 for the Policy Year Deduct-
ible or the Non-Preferred Provider Policy
Year Deductible may be elected by the
small employer carrier or offered as an op-
tion to the small employer. The Preferred
Provider Policy Year Deductible may be
any lesser amount.

(i) A Per Visit Deduct-
ible of $10 ur $15 may be included for the
preferred provider option except for the Pre-
ventive Care Benefit.

(iv) A wvariable Percent-
age Payable of 90% or 100% when pre-
ferred providers are utilized shall be
determined by the small employer carrier or
offered as an option to the small employer.
The Percentage Payable for the Preventive
Care Benefit is not variable and shall be
100%.

(E) The Policy Definitions
for the In-Hospital Benefit Plan (Form
Number 2055 DEF.IH) shall be in the lan-
guage and format prescribed.

(i) The term and defini-
tion "Certificate of Insurance" is variable to
be included or omitted as appropriate.

(ii) The terms and defini-
tions for "Contracting Facility" and
"Noncontracting Facility” are variable to be
included by Chapter 20 companies only and
neither provision shall be included by other
than Chapter 20 companies.

(iii) The term and defini-
tion of “Employer” provide a variable to
include an Employer member of an associa-
tion when a policy is to be issued to an
Association.

(iv) The term and defini-
tion of "Hospital” is variable only to allow
for additional criteria for purposes of clanfi-
cation or to accommodate carriers with
unique operations and special statutory
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rights, such as Chapter 20 companies.

(v) The term "One Period
of Hospital Confinement” provides a vari-
able number of days of 90, 120, 150, or 180
to be included as elected by the small em-
ployer carrier or the small employer to de-
termine one period of hospital confinement.

(vi) The term and defini-
tion of "Policyholder” shall be included in
the Policy Definitions as appropriate to de-
fine the Policyholder as the Employer, the
Trustee of a Multiple Employer Trust or the
Association.

(vii) The alternate defini-
tions for the term "Policy Year” are in-
cluded to allow the small employer carrier
to select the definition that is consistent
with the carrier’s and employer’s practices.
The definition, as selected, shall be in-
cluded in the policy/certificate.

(viii) The term and defi-
nition of "Preexisting Condition" is variable
only to the extent that it may be omitted in
its entirety if the small employer carrier
elects not to impose a limitation for preex-
isting conditions. If a preexisting condition
limitation applies, this provision shall be
included in its entirety.

(F) The Benefits Provided
for the In-Hospital Benefit Plan (Form
Number 2055 BEN.IH) shall be in the lan-
guage and format prescribed. The Individ-
val Policy Year Copayment Maximum
amount of $2,000 or $5,000 elected shall be
inserted in this provision.

(G) The Exclusions and Lim-
itations for the In-Hospital Benefit Plan
(Form Number 2055 EXC.IH) shall be in
the language and format prescribed. Exclu-
sions of elective abortions, if any, are to be
determined by an agreement between the
employer and the small employer carrier
and must be included in the exclusions and
limitations of the policy, certificate and/or
outline of coverage. Other variable exclu-
sions are allowed to be included by Chapter
20 companies only.

(H) The Supplementary Ac-
cidental Injury Benefit Rider for the In-
Hospital Benefit Plan (Form Number 2055
ACCR) shall be in the language and format
prescribed. This optional rider is allowed
with the In-Hospital Benefit Plan.

() The Preventive and Pri-
mary Care Benefit Rider (Form Number
2055 PPR) added to the In-Hospital Benefit
Plan shall be in the language and format
prescribed. This optional rider is allowed

== with the In-Hospital Benefit Plan.

(3) The standard health benefit

plan is discussed in this paragraph. The
following forms shall be included in this
plan as prescribed. Variable language in the
prescribed forms is indicated by brackets.

(A) The Schedule of Benefits
(Non-PPO Plan) for the Standard Health
Benefit Plan (Form Number 2055
SCH.STD) shall be in the language and
format prescribed. This Schedule of Bene-
fits shall be used when the plan does not
include preferred provider (PPO) benefits.

(i) A variable amount of
$250 or $500 for the Policy Year Deduct-
ible may be elected by the small employer
carrier or offered as an option to the small
employer.

(ii) A variable amount of
$2,000 per individual or $5,000 per individ-
ual for the Policy Year Copayment Maxi-
mum may be elected by the small employer
carrier or offered as an option to the small
employer.

(iii) A variable amount of
$6,000 per family or $15,000 per family for
the Policy Year Copayment Maximum may
be elected by the small employer carrier or
offered as an option to the small employer.

(iv) The variable limita-
tion of a lifetime maximum of three sepa-
rate series of treatment for each insured
person for Chemical Dependency benefits
shall be reflected when the small employer
carrier elects to include this limitation.

(v) The Prescription Drug
Benefit is variable only to the extent that
the Percentage Payable may be greater than
50% or the small employer carrier may
elect to provide the prescription drug bene-
fit through a prescription drug card program
with a deductible not to exceed $8.00 per
prescription or refill for a generic drug, or
name brand drug if less than the generic
drug, and $12 per prescription or refill for a
name brand drug.

(vi) All benefits added by
riders shall be reflected on the Schedule of
Benefits.

(B) The Schedule of Benefits
(PPO Plan) for the Standard Health Benefit
Plan (Form Number 2055 SCHPO.STD).
This Schedule of Benefits shall be used
when the plan includes preferred provider
(PPO) benefits.

(i) The terms "“Policy
Year Deductible”, "Non-Preferred Provider
Policy Year Deductible” and "Preferred
Provider Policy Year Deductible” are vari-
able to allow the same policy year deduct-
ible to apply to both preferred and non-
preferred provider options or to allow a
“Non-Preferred Provider Policy Year De-
ductible” and a "Preferred Provider Palicy

Year Deductible” if different deductibles
will apply. A "Per Visit Deductible” may be
used in lieu of any policy year deductible.
The deductible may be waived for either
option.

(ii) A variable amount of
$250 or $500 for the Policy Year Deduct-
ible or the Non-Preferred Provider Policy
Year Deductible may be elected by the
small employer carrier or offered as an op-
tion to the small employer. The Preferred
Provider Policy Year Deductible may be
any lesser amount.

(i) A Per Visit Deduct-
ible of $10 or $15 is allowed except for the
Preventive Care Benefit.

(iv) A variable amount of
$2,000 per individual or $5,000 per individ-
ual for the Policy Year Copayment Maxi-
mum may be elected by the small employer
carrier or offered as an option to the small
employer. The preferred provider and non-
preferred provider amounts may be com-
bined for the Policy Year Copayment Maxi-
mum.,

(v) A varisble amount of
$6,000 per family or $15,000 per family for
the Policy Year Copayment Maximum may
be elected by the small employer carrier or
the small employer. The preferred provider
and non-preferred provider amounts may be
combined for the Policy Year Copayment
Maximum.

(vi) A variable Percent-
age Payable of 80%, 9% or 100% when
preferred providers are utilized shall be de-
termined by the small employer carrier. The
Percentage Payable for the Preventive Care
Benefit is not variable and shall be 100%
with no deductible.

(vii) A variable Percent-
age Payable of 70% or 80% when non-
preferred providers are utilized shall be de-
termined by the small employer carrier. The
Percentage Payable for Preventive Care
Benefits is not variable and shall be at
100% with no deductible.

(viii) The variable limita-
tion of a lifetime maximum of three sepa-
rate series of treatments for each insured
person for Chemical Dependency benefits
shall be reflected when the small employer
carrier elects to include this limitation,

(ix) The Prescription
Drug Benefit is variable only to the extent
that the Percentage Payable may be greater
than 50% or the small employer carrier may
elect to provide the prescription drug bene-
fit through a prescription drug card program
with a deductible not to exceed $8.00 per
prescription or refill for a generic drug, or
name brand drug if less than the generic
drug, and $12 per prescription or refill for a
name brand drug.
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(x) Any benefits added
by riders shall be reflected on the Schedule
of Benefits.

(C) The Policy Definitions
for the Standard Health Benefit Plan (Form
Number 2055 DEF.STD) shall be in the
language and format prescribed.

(i) The term and defini-
tion "Certificate of Insurance" is variable to
be included or omitted as appropriate.

(ii) The terms and defini-
tions for “Contracting Facility" and
"Noncontracting Facility" are variables to
be included by Chapter 20 companies only
and neither provision shall be used by other
than Chapter 20 companies.

(iii) The term and defini-
tion of "Employer” provides a variable to
include an Employer member of an associa-
tion when a policy is to be issued to an
Association.

(iv) The term and defini-
tion of "Hospital" is variable only to allow
for additional criteria for purposes of clarifi-
cation or to accommodate carriers with
unique operations and special statutory
rights, such as Chapter 20 companies.

(v) The term and defini-
tion of "Policyholder” shall be included in
the Policy Definitions as appropriate to de-
fine the Policyholder as the Employer, the
Trustee of a Multiple Employer Trust or the
Association.

(vi) The alternate defini-
tions for the term "Policy Year" are in-
cluded to allow the small employer carrier
to select the definition that is consistent
with the carrier’s and employer’s practices.
The definition, as selected, shall be in-
cluded in the policy/certificate.

(vii) The term and defini-
tion of "Preexisting Condition” is variable
only to the extent that it may be omitted in
its entirety if the small employer carrier
elects not to impose a limitation for preex-
isting conditions. If a preexisting condition
limitation applies, the provision shall be
included in its entirety.

(D) The Benefits Provided
for the Standard Health Benefit Plan (Form
Number 2055 BEN.STD) shall be in the
language and format prescribed.

(i) The Individual Policy
Year Copayment Maximum amount elected
shall be inserted in this provision.

(ii) The Family Policy
Year Copayment Maximum elected shall be
inserted in this provision.

(E) The Exclusions and Lim-
itations for the Standard Health Benefit Plan

(Form Number 2055 EXC.STD) shall be in
the language and format prescribed. Exclu-
sions of elective abortions, if any, are to be
determined by an agreement between the
employer and the small employer carrier
and must be included in the exclusions and
limitaitons of the policy, certificate and/or
outline of coverage. Other variable exclu-
sions may be included by Chapter 20 com-
panies only.

(F) The Alternate Benefits
for Chemical Dependency (Form Number
2055 ACD), if elected by the small em-
ployer carrier, shall be attached to the pol-
icy, subscriber contract, and certificate and
shall be in the language and format pre-
scribed.

(4) Forms common to more than
one health benefit plan are described in
subparagraphs (A) through (D) and shall be
included with the benefit provisions of each
plan as specified.

(A) Alternate Cost Contain-
ment Provisions for Large Case Manage-
ment and Second Opinion Requirements
(Form Number 2055 ACC) are provided as
optional provisions for all plans. Small em-
ployer carriers may use these provisions or
modification of these provisions. Other al-
ternate cost containment provisions, includ-
ing precertification, pre-authorization, case
management and utilization review may be
used.

(B) The Continuation/Con-
version Provisions (Form Number 2055
COP) shall be included with all group
plans. This form shall be in the language
and format prescribed. The small employer
carrier shall include one of the variable
provisions for continuation upon policy ter-
mination.

(C) The Coordination - ¢
Benefits (Form Number 2055 COB) shau
be included with all plans. This form shall
be in the language and format prescribed.
The variable insert language "This provi-
sion will only apply for the duration of your
employment with the Employer” is required
to be included in the individual policies.

(D) The Preferred Provider
Provisions (PPO) (Form Number 2055
PPOQ) shall be included with all plans when
preferred provider options are included.
This form shall be in the language and
format prescribed. Additional provisions
may be added as necessary to disclose pre-
ferred provider information.

(i) Variable provisions
are allowed for the definition of service area
to be in terms of counties, zip codes, in

terms of a 50-mile radius from the employ-
ee’s principal place of employment unless
there are no providers located within the 50
mile radius, or the service area may be
described in a specific document to be ref-
erenced in the policy/certificate provision.
Service areas by zip codes shall be defined
in a non-discriminatory manner and in com-
pliance with the Insurance Code, Articles
21.21, §4 and 21.21-5. Service area defini-
tions and descriptions shall be filed with the
form filings. The small employer carrier
shall obtain approval for any definition of
the service area by counties or zip codes
where the grouping of counties or zip codes
exceed a 50-mile radius from the principal
place of employment or for a different defi-
nition of a service area.

(ii) Except as provided in
§26.21 of this title (relating to Cost Con-
tainment), preferred provider arrangements
shall comply with Chapter 3, Subchapter X,
of this title (relating to Preferred Provider
Plans).

(E) The Chemical Depen-
dency Benefit Waiver Rider (Form Number
2055 CDW) shall be in the language and
format prescribed. The Rider may be in-
cluded with the Preventive and Primary
Care Benefit Plan or the Standard Health
Benefit Plan when at least 50% of the em-
ployees waive alcohol and substance abuse
benefits in writing, and indicate in writing
that they have undesgone treatment or coun-
seling for alcoholism or substance abuse
within the last three years. The rider shall
apply only to those employees who have
waived these benefits in writing as noted in
this subparagraph. Small employer carriers
shall comply with the provisions of the
Insurance Code, Article 26.47A, before the
above waiver is attached to a policy, sub-
scriber contract and certificate. The small
employer carrier shall obtain in writing a
waiver of alcohol and substance abuse ben-
efits by at least 50% of the employees and
the employees shall indicate in writing that
they have undergone alcoholism or sub-
stance abuse treatment or counseling within
the last three years.

(5) Applications are discussed in
this paragraph. Small employer carriers may
use any appropriate application, enrollment,
or participation agreement forms.

(6) The outline of coverage is
discussed in this paragraph. No individual
small employer health benefit plan, subject
to the Insurance Code, Chapter 26, may be
delivered or issued for delivery in this state
unless an appropriate Outline of Coverage,
as prescribed in the Insurance Code, Article
3.70-1(G) and §3.3090 of this title (relating
to Outline of Coverage Generally), §3.3092
of this title (relating to Format, Content and
Readability for Outline of Coverage), and
§3.3093 of this title (relating to Prescribed
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Outlines of Coverage), or this paragraph is
also issued. If the prototype forms are not
used, small employer carriers must follow
instructions outlined in §§3.3090, 3.3092,
and 3.3093, as applicable. ‘

(A) The Outline of Coverage
for the Small Employer Preventive and Pri-
mary Care Benefit Plan (Non-PPO) (Form
Number 2055 OC.PP) is discussed in this
subparagraph. The variables in the Benefits
and Exclusions and Limitations provisions
correspond to the variables described for the
Schedule of Benefits and Exclusions and
Limitations in subparagraphs (1)(A) and (E)
of this subsection.

(B) The optional insert to the
Outline of Coverage shall be included when
the Prescription Drug Rider (Form Number
2055 OC.PDR) is elected. The Prescription
Drug Rider is allowed to be added to the
Preventive and Primary Care Benefit Plan
(Non-PPO and PPO). The variables in the
Benefits provision correspond to the vari-
ables described for the Schedule of Benefits
in paragraph (1)(A) of this subsection.

(C) The Outline of Cover-
age for the Small Employer Preventive and
Primary Care Benefit Plan (PPO), (Form
Number 2055 OCPO.PP) is discussed in
this subparagraph. The variables in the Ben-
efits and Exclusions and Limitations provi-
sions correspond to the variables described
for the Schedule of Benefits in paragraphs
(1)(B) and (E) of this subsection.

(D) The Outline of Cover-
age for the Small Employer In-Hospital
Benefit Plan (Non-PPO) (Form Number
2055 OCIH) is discussed in this
subparagraph. The variables in the Benefits
and Exclusions and Limitations provisions
correspond to the variables described for the
Schedule of Benefits and Exclusions and
Limitations in paragraph (2)(A) and (G) of
this subsection.

(E) Optional insert to the
Outline of Coverage shall be included when
the Supplementary Accidental Injury Bene-
fit (Form Number 2055 OC.ACCR) is
elected. The Supplementary Accidental In-
jury Benefit is allowed to be added to the
In-Hospital Benefit Plan (Non-PPO and
PPO).

(F)  Optional insert to the
Outline of Coverage shall be included when
the Preventive and Primary Care Benefit
Rider (Form Number 2055 OC.PPR) is
elected. The Preventive and Primary Care
Benefit Rider is allowed to be added to the
In-Hospital Benefit Plan (Non-PPQO). The
variables in the Benefits provision corre-

spond to the variables described for the
Schedule of Benefits in paragraph (2)(C) of
this subsection.

(G) The Outline of Coverage
for the Small Employer In-Hospital Benefit
Plan (PPO) (Form Number 2055 OCPO.IH)
is discussed in this paragraph. The variables
in the Benefits and Exclusions and Limita-
tions provisions correspond to the variables
described for the Schedule of Benefits and
Caclusions and Limitations in paragraph
(2)(B) and (E) of this subsection.

(H) Optional insert to the
Outline of Coverage shall be included when
the Preventive and Primary Care Benefit
Rider (Form Number 2055 OCPO.PPR) is
elected. The Preventive and Primary Care
Benefit Rider is allowed to be added to the
In-Hospital Benefit Plan (PPO). The vari-
ables in the Benefits provision correspond
to the variables described for the Schedule
of Benefits in paragraph (2)(D) of this sub-
section.

() The Outline of Coverage
for the Small Employer Standard Health
Benefit Plan (Non-PPO) (Form Number
2055 OCSTD) is discussed in this
subparagraph. The variables in the Benefits
and Exclusions and Limitations provisions
correspond to the variables described for the
Schedule of Benefits and Exclusions and
Limitations in paragraph (3)(A) and (E) of
this subsection.

(I)  The Outline of Coverage
for the Small Employer Standard Health
Benefit Plan (PPO) (Form Number 2055
OCPO.STD) is discussed in this
subparagraph. The variables in the Benefits
and Exclusions and Limitations provisions
correspond to the variables described for the
Schedule of Benefits and Exclusions and
Limitations in sub paragraphs (3)(B) and
(E) of this subsection.

(j) The HMO forms are discussed
in this subsection.

(1)  Pototype contracts/certifi-
cates of coverage and benefit plans have
been developed to facilitate implementation
of the Insurance Code, Chapter 26, and to
streamline the contract approval process.
The required benefit language is provided in
the prototype Primary and Preventive
Health Benefit Plan (Form Number 2055
HMO-PP), and the Standard Health Benefit
Plan (Form Number 2055 HMO-STAN).
The optional standard provision language is
provided in the prototype contract/cestifi-
cate of coverage (Form Number 2055
HMO-CONT). Variable material in these
forms is denoted in brackets. HMOs may
use various options within the bracketed
material. Exclusions of elective abortions, if

any, are to be determined by an agreement
between the employer and the small em-
ployer carrier and must be in the con-
tract/certificate of coverage at Exclusions.

(2) The prototype contracts/cer-
tificates of coverage provide for the entire
contract to include any applications, certifi-
cate of coverage and any attached riders.

(3) If the HMO elects to be a
small employer carrier and offers a health
benefit plan other than the two prototype
benefit plans; that plan must be a state-
approved health benefit plan that complies
with the requirements of Title XI, Public
Health Service Act (42 US.C., §300, et
seq.) and the rules adopted under the act.
The following content format shall be used:

A. CONTRACT FACE PAGE This
page shall contain the name, address and
telephone numbers (800 number, if applica-
ble) of the health maintenénce organization.
The prototype contract shall be entitled:

Texas Small Employer Group
Health Benefit Plan Contract/Certificate
of Coverage

The attached benefit plan shall be
entitled one of the following:

1. Preventive and Primary Care
Benefit Plan, or

2. Standard Health Benefit Plan

B. TOLL-FREE NUMBER PAGE
This form must contain the language pre-
scribed in §1.601 of Chapter 1 of this title
(relating to Notice of Toll-free Telephone
Numbers and Information and Complaint
Procedures) and shall be attached as the
first, second or third page of the contract.

C. CONTRACT PROVISIONS At a
minimum, the contract must contain the fol-
lowing provisions:

1. Face Page

. Benefits

. ‘Cancellation

. Claim filing procedure
. Complaint procedure

A AW

. Conformity with state law

7. Continuation of coverage for
certain dependents

8. Conversion privilege

9. Coordination of Benefits
10. Definitions

11. Effective date

12. Eligibility

13. Emergency services

14. Entire contract provision
15. Exclusions and limitations
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16. Grace period

17. Incontestability

18. Schedule of charges
19. Service area

20. Subrogation

21. Termination

D. RIDERS Riders allowing for addi-
tional benefits may be attached to the state
approved health benefit plan. The Preven-
tive and Primary Care Benefit Plan may
allow the attachment of a prescription drug
rider only. The Standard Health Benefit
Plan may allow the attachment of unlimited
riders.

§26.16. Renewability of Coverage and Can-
cellation.

(a) Except as provided by the Insur-
ance Code, Article 26.24, a small employer
carrier shall renew any small employer
health benefit plan for any covered small
employer at the option of the small em-
ployer, except for:

(1) nonpayment of a premium as
required by the terms of the plan;

(2) fraud or misrepresentation of
a material fact by the small employer;

(3) noncompliance with small
employer health benefit plan provisions.
Such provisions may address requirements
such as the level of contribution and partici-
pation and failure of an employer to main-
tain status as a small employer subject to
requirements of this chapter. Non-
compliance with a small employer health
benefit plan with respect to an HMO also
includes those items set forth in
§11.506(4)(A) of this title (relating to Man-
datory Provisions: Group and Non-Group
Agreement and Group Certificate).

(b) A small employer carrier may
refuse to renew the coverage of an eligible
employee or dependent for fraud or misrep-
resentation of a material fact by that indi-
vidual. The coverage 1s also subject to any
policy or contractual provisions relating to
incontestability or time limits on certain
defenses.

(¢c) A small employer carrier may
not cancel a small employer health benefit
plan except for the reasons specified for
refusal to renew under the Insurance Code,
Article 26.23(a) and subsections (a) and (b)
of this section. A small employer carrier
may not cancel the coverage of an eligible
employee or dependent except for the rea-
sons specified for refusal to renew under the
Insurance Code, Article 26.23(b) and sub-
sections (a) and (b) of this section.

(d) Standard benefit plans, provided
through an individual policy, shall be guar-
anteed renewable for life or until maximum

benefits have been paid. Other small em-
ployér health benefit plans, provided
through individual policies, shall be guaran-
teed renewable for life or until maximum
benefits have been paid, or may be guaran-
teed renewable with the only reasons for
termination being those set out in the Insur-
ance Code, Articles 26.23 and 26.24, and
this chapter, provided that such plans shall
include a conversion provision which pro-
vides comparable benefits to those required
under Chapter 3, Subchapter F of this title
(relating to Group Health Insurance Manda-
tory Conversion Privilege). All other health
benefit plans issued to small employers
shall be renewed at the option of the small
employer, but may provide for termination
in accordance with the Insurance Code,
Chapter 26, and this chapter.

§26.19. Filing Requirements.

(a) Each health carrier shall file
each form, including, but not limited to,
each policy, contract, certificate, agreement,
evidence of coverage, endorsement, amend-
ment, enrollment form, and application, that
will be used to provide a health benefit plan
in the small employer market, with the de-
partment in accordance with the Insurance
Code, Article 342 and Chapter 3,
Subchapter A, of this title (relating to Re-
quirements for Filing of Policy Forms, Rid-
ers, Amendments, and Endorsements for
Life, Accident and Health Insurance and
Annuities), or the Insurance Code, Article
20A.09 and §11.301(4) of this title (relating
to Filing Requirements) or §11.302(6) of
this title (relating to Service Area Expan-
sion Requests), as applicable, except as pro-
vided in subsection (b) of this section. A
health carrier desiring to use existing forms
to provide a health benefit plan in the small
employer market shall file a certification
stating which previously approved forms
the health carrier intends to use in that
market. The form provided at Figure 69 of
these sections (Form 2055 CERT ANN)
may be used for this purpose. The previ-
ously approved forms should be listed in
Provision E of that form. The certification
shall be forwarded to the department as
soon as reasonably possible after January 1,
1994,

(b) The following certification
forms providing information relating to pro-
totype policy forms, marketing in the small
employer market and/or other markets, and
geographic service areas, shall accompany
each health benefit plan form filing submit-
ted for use in the small employer market.

(1) A geographic service area
certification (Form Number 2055 CERT
GEOG) shall be submitted by each health
carrier providing health benefit plans to
small employers and shall define the geo-
graphic service areas within which the small
employer carrier will operate as a small

employer carrier.

(A) This certification form
must accompany each health benefit plan
form filing initially submitted for use in the
small employer market.

(B) After the initial filings of
health benefit plans intended for use in the
small employer market have been approved,
this certification form will only be due an-
nually, no later than March 1 of each calen-
dar year; however, if the geographic service
areas change at anytime, a new certification
form defining the new service areas will be
due no later than 30 days prior to the
change.

(2) A prototype certification
form (Form Number 2055 CERT PROTO-
TYPES/MRKXT) shall accompany each pol-
icy form filing andfor certification filing.
The certification form shall:

(A) state whether the carrier
plans to use prototype policy forms;

(B) specify the prototype
forms, if any, that the health carrier plans to
use in the small employer market, and

(C) specify, describe and ex-
plain any variance contained in the forms
being filed from the provisions contained in
the prototype forms. If a health carrier,
other than an HMO, utilizes the prototype
forms and only uses variations permitted in
the prescribed and/or adopted forms, the
certification with the description of the vari-
ations will suffice and policy forms will not
be required to be submitted for review and
approval. Approval of the use of the proto-
type forms based on the certification and
the description of the variations, will be
communicated via an approval letter.

(D) define the market in
which the form will be used, such as, for
use only in the small employer market or in
all employer markets or other markets. The
certification form shall also specify whether
the carrier will be marketing the form in
geographic services areas previously sub-
mitted or will be marketing in new geo-
graphic service areas. If marketing 1n new
geographic service areas, the filing shall
include the certification (Form Number
2055 CERT GEOG) which defines the new
geographic service areas.

(c) Each health carrier, other than
an HMO, shall use a policy shell format for
any group or individual health benefit plan
form used to provide a health benefit plan
in the small employer market. To expedite
the review and approval process, all group
and individual health benefit plan form fil-
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ings (excluding HMO filings which are cov-
ered in subsection (d) of this section) shall
be submitted as follows:

(1) a group policy face page or
individual policy face page, as applicable;

{2) the group certificate page or
individual data page, as applicable;

(3) the toll free number and
complaint notice page, as required by Chap-
ter 1, Subchapter E, of this title (relating to
Notice: of Policyholder Complaint Proce-
dure);

(4) the table of contents;

(5) insert pages for the general
provisions;

(6) insert pages for the required
provisions and any optional provisions, if
elected and as applicable;

(7) for the standard benefit
forms, which include the Preventive and
Primary Care Benefit Plan, the In-Hospital
Benefit Plan, and the Standard Health Bene-
fit Plan, an insert of the required benefits
section that includes the schedule of bene-
fits, definitions, benefits provided, alternate
cost containment and preferred provider
provisions, if any, exclusions and limita-
tions, continuation/conversion provisions,
coordination of benefits, and riders;

(8) for small employer health
benefit plans that are not one of the stan-
dard benefit forms, an insert page for the
benefits section of the health benefit plan,
including, but not limited to, schedule of
benefits, definitions, benefits provided. al-
ternate cost containment and preferred pro-
vider provisions, if any, exclusions and
limitations, continuation/conversion provi-
sions, coordination of benefits, and riders.

(9) insert pages for any amend-
ments, applications, enrollment forms, or
other form filings which comprise part of
the contract;

(10) insert pages for any addi-
tional forms required under Chapter 3,
Subchapter F, of this title (relating to Group
Health Insurance Mandatory Conversion
Privilege).

(11) insert pages for any re-
quired Outline of Coverage for individual
products;

(12) any additional form filings
and documentation as outlined in Chapter 3,
Subchapter A of this title (relating to Re-
quirements for Filing of Policy Forms, Rid-
ers, Amendments and Endorsements for
Life, Accident and Health Insurance and
Annuities) and Chapter 3, Subchapter G of
this title (relating to Plain Language Re-
quirements for Health Benefit Policies);

(13)

the certifications required

‘nder this section and any other rating in-

formation required under §26.10 of this title
(relating to Establishment of Classes of
Business) and §26.11 of this chapter (relat-
ing to Restrictions Relating to Premium
Rates); and

(14) the rate schedule applicable
to any individual health benefit plan, as
required by §3.3(d) of this title (relating to
Specific Additional Submission Require-
ments);

(d) In addition to subsections (a)
and (b) of this section, the following provi-
sions apply to each health carrier that is an
HMO. The HMO shall submit health bene-
fit plan forms for use in the small employer
market in accordance with the following:

(1) Any HMO group or individ-
val agreement shall address and include all
required provisions of the Insurance Code,
Chapter 26. Such agreement shall be in
compliance with any other applicable provi-
sions of the Insurance Code. In addition, the
agreement shall comply with the provisions
of Subchapter F of Chapter 1! of this title
(relating to Evidence of Coverage) where
those provisions are not in conflict with
Insurance Code, Chapter 26.

(2) The filing shall include any
alternate page(s) to the agreement or the
schedule of benefits and any alternate
schedule(s) of benefit.

(3) The filing shall include any
additional riders, amendments, applications,
enrollment forms, or other forms and any
other required documentation outlined in
Chapter 11, Subchapter F, of this title (re-
lating to Evidence of Coverage).

(4) The filing shall include any
applicable requirements of of Chapter 11,
Subchapter D, of this title (relating to Regu-
latory Requirements for an HMO Subse-
quent to Issuance of a Certificate of
Authority), and of Chapter 11, Subchapter
F, of this title (relating to Evidence of Cov-
erage).

(5) The filing shall include any
nder forms that will be used with health
benefit plans offered to small employers.
The rider forms, if developed subsequent to
approval of the agreement, shall be submit-
ted with an explanation of the market in
which the forms will be used. All rider
forms shall comply with the Insurance
Code, Article 20A.09 and applicable provi-
sions of Chapter 11, Subchapter D, of this
title (relating to Regulatory Requirements
for an HMO Subsequent to Issuance of a
Certificate of Authority ) and of Chapter 11,
Subchapter F, of this title (relating to Evi-
dence of Coverage).

§26 27 Appendix. The forms adopted and
incorporated 1n §26.2 (relating to Forms
adopted and Incorporated by Reference) are
included in the Appendix to these sections.
The following index refers to the form num-

ber, its description, and the figure number
in the appendix.

(Editor's Note The forms are being published on

*the following pages.)

This agency hereby certifies that the rule as
adopted has been reviewed by legal counse!
and found to be a valid exercise of the agen-
cy's legal authority.

Issued in Austin, Texas, on December 9,
1993.

TRD-9000428 Linda K. von Quintus-Dom

Chief Clerk
Texas Department of
Insurance

Effective date: December 30, 1993
Proposal publication date: October 29, 1933
For further information, please call: (512)
463-6327
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Name: Dallas Martin
Grade: 2
School: Barton Hills Elementary, Travis 1SD




FORMNUMBER = EIGURENO., DESCRIPTION

2055 SE.PP 1 Group Policy Face Page -
Preventive and Primary Care Benefit
Plan (single employer)

2055 SE.IH 2 Group Policy Face Page - In-
Hospital Benefit Plan (single
employer) ‘

2055 SE.STD 3 Group Policy Face Page - Standard
Health Benefit Plan (single
employer)

2055 MET.PP ‘ 4 Group Policy Face Page -
. Preventive and Primary Care Benefit
Plan (MET)

2055 MET.IH 5 Group Policy Face Page - In-
Hospital Bensfit Plan (MET)

2055 MET.STD 6 Group Policy Face Page - Standard
Health Benefit Plan (MET)

2055 ASSN.PP 7 Groub Policy Face Page -
Preventive and Primary Care Benefit
Plan (Association)

2055 ASSN.IH 8 Group Policy Face Page - In-
Hospital Benefit Plan (Association)

2055 ASSN.STD 9 Group Policy Face Page - Standard
Health Benefit Plan (Association)

}
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2055 ISE.PP

2055 ISE.IH
2055 ISE.STD

TOLLFREE
2055 CERT.PP

2055 CERT.IH

2055 CERT.STD
2055 DP

2055 TCG
2055 TCl

2055 GGP
2055 IGP

2055 GRP
2055 IRP

2055 SCH.PP
2055 SCHPO.PP

2055 DEF.PP

10

11,

12

13

14

15

16
17

18
19

20
21

22
23

24

25

26

Individual Policy Face Page -
Preventive and Primary Care Benefit
Plan

Individual Policy Face Page -
In-Hospital Benefit Plan

Individual Policy Face Page -
Standard Health Benefit Plan

Notice of Toll-Free Telephone
Numbers and Information and
Complaint Procedures ‘

Group Certificate Face Page -
Preventive and Primary Care Benefit

Plan

Group Certificate Face Page -
In-Hospital Benefit Plan

Group Certificate Face Page -
Standard Health Benefit Plan
Individual Data Page

Group Table of Contents
Individual Table of Contents

Group General Provisions
Individual General Provision

Group Provisions
Individual Provisions

Schedule of Benefits {Non-PPQ)
Preventive and Primary Care Benefit
Plan

Scheduie of Benefits (PPO)
Preventive and Primary Care Benefit
Plan

Policy Definitions - Preventive and

. Primary Care Benefit Plan
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2055 BEN.PP

2055 EXC.PP
2055 PDR

2055 SCH.!H
2055 SCHPO.IH

2055 SCH.PPR

2055 SCHPO.PPR

2055 DEF.IH
2055 BEN.IH
2055 EXC.IH

2055 ACCR

2055 PPR

27

28

29

30

31

32

33

34

35

36

37

38

Benefits Provided - Preventive and
Primary Care Benefit Plan

Exclusions and Limitations
Preventive and Primary Care Benefit
Pilan

Prescription Drug Benefit Rider
Preventive and Primary Care Benefit
Plan

Schedule of Benefits (Non-PPQO)
In-Hospital Benefit Plan

Schedule of Benefits (PPO)
In-Hospital Benefit Plan

Schedule of Benefits for the
Preventive and Primary Care Benefit
Rider (Non-PPO) In-Hospital Benefit
Plan

Schedule of Benefits for the
Preventive and Primary Care Benefit
Rider (PPO)

In-Hospital Benefit Plan

Policy Definitions
In-Hospital Benefit Plan

Benefits Provided
In-Hospital Benefit Plan

Exclusions and Limitations
In-Hospital Benefit Plan

Supplementary  Accidental Injury
Benefit Rider In-Hospital Benefit
Plan

Preventive and Primary Care Benefit
Rider In-Hospital Benefit Plan
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2055 SCH.STD

2055 SCHPO.STD

2055 DEF.STD

2055 BEN.STD

2055 EXC.STD

2055 ACD

2055 ACC

2055 COP

2055 COB

2055 PPO

2055 CDW

2055 OC.PP

2055 OC.PDR

39
40
41
42
43

44

45

46
47
48

49

50

51

Schedule of Benefits (Non-PPO)
Standard Health Benefit Plan

Schedule of Benefits (PPO)

- Standard Health Benefit Plan

Policy Definitions
Standard Health Benefit Plan

Benefits Provided
Standard Health Benefit Plan

Exclusions and Limitations
Standard Health Benefit Plan

Alternate Benefits for Chemical
Dependency
Standard Heaith Benefit Plan

Alternate Cost Containment
Provisions
(all plans)

Continuations/Conversion Provisions
(group plans)

Coordination of Benefits
(all plans)

Preferred Provider Provisions
(all plans)

Chemical Dependency Benefit
Waiver Rider Preventive and
Primary Care Benefit Plan/Standard
Health Benefit Plan

Outline of Coverage
Individual Preventive and Primary
Care Benefit Plan (Non-PPQ)

Outline of Coverage Insert -
Prescription Drug Rider Preventive
and Primary Care Benefit Plan (Non-
PPO)
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2055 OCPO.PP 52 Outline of Coverage
Individual Praventive and Primary
Care Benefit Plan (PPO)

2055 OC.IH 53 Outline of Coverage
Individual In-Hospital Benefit Plan
(Non-PPO)

2055 OC.ACCR 54 Outline of Coverage insert

Supplementary Accidental Injury
Benefit Rider In-Hospital Benefit
Plan (Non-PPO and PPO)

2055 OC.PPR 55 Outline of Coverage insert
Preventive and Primary Care Benefit
Rider In-Hospital Benefit Plan (Non-

PPO)

2055 OCrO.IH 56 Outline of Coverage
Individual In-Hospital Benefit Plan
(PPO)

2055 OCPO.PPR 57 Outline of Coverage Insert

Preventive and Primary Care Benefit
Rider In-Hospital Benefit Plan (PPO)

2055 OC.STD 58 Outline of Coverage
Individual Standard Health Benefit
Plan (Non-PPO)

2055 OCPO.STD 59 Qutline of Coverage
Individual Standard Health Benefit
Plan (PPO)

2055 HMO-PP 60 Small Group Primary and Preventive

Benefit Plan. Includes required
benefit language for HMOs.

2055 HMO-STAN 61 Small Group Standard Health
Benefit Plan. Includes ' required
benefit language for HMOs.
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2055 HMO-CONT 62 Texas Small Employer Group Health
Benefit Plan Contract and Certificate
of Coverage. Includes optional
standard provision language for

HMOs. -
2055 CERT SEHC STATUS 63 Certification form status of haalth

carriers as small employer carriers
2055 CERT 64 Certification form specifying
PROTOTYPES/MRKT prototypes forms, if any, health

carrier plans to use in small
employer market and whether for
use only in small employer markets
or all employer markets or otherwise

2055 CERT GEOG 65 Certification form defining (on an
annual basis or upon change)
geographic service areas within
which small employers will operate
as a small employer carrier

2055 CERT ACTUARIAL 66 Actuarial Certification form providing
required actuarial certification on an
annual basis

2055 CERT COOP 67 Annual filing for private purchasing
coops

2055 CERT GROSS PREM 68 Report of gross premiums

2055 CERT ANN 69 Certification form listing, on an
annual ;

LIST-OTHER/SEHBP basis, small employer health benefit

plans and other plans (sold to small
employers) not subject to Insurance
Code, Chapter 26

2055 CERT DATA 70 Form listing information on small
employer health plans insured by
small employer carriers
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LIST OF PROTOTYPE POLICY FORMS AND
FORM NUMBERS FOR EACH PLAN

Group Preventive and Primary Care Benefit Pian
Group In-Hospital Benefit Plan
Group Standard Health Benefit Plan

Individual Preventive and Primary Care Benefit Plan
Individual in-Hospital Benefit Plan
. Individual Standard Health Benefit Plan
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Prototype .
Form Number

2055 SE.PP
2055 MET.PP
2055 ASSN.PP
TOLLFREE
2055 CERT.PP
TOLLFREE
2055 TCG
2055 GGP
2055 GRP
2055 SCH.PP
2055 SCHPO.PP
2055 DEF.PP
2055 BEN.PP
2055 ACC
2055 PPO
2055 EXC.PP
2055 COP
2055 COB
2055 PDR
2055 CDW

GROUP PREVENTIVE AND PRIMARY CARE BENEFIT PLAN

Form
Description

Policy Face Page (Employer)
Policy Face Page (MET) .
Policy Face Page (Association)
Tollfree Number & Information
Certificate Face Page
Tollfree Number & information
Table of Contents ’
Geheral Provisions
Group Provisions
Schedule of Benefits (Non-PPO)
Schedule of Benefits (PPO)
Policy Definitions
Benefits Provided
Alternate Cost Containment
Preferred Provider Provisions
Exclusions and Limitations
Continuation/ Conversion
Coordination of Benefits
Prescription Drug Rider
Chemical Dependency Benefit
Waiver Rider

-&§ TexReg 9414

December 17, 1993

Texas Register o



GROUP IN-HOSPITAL BENEFIT PLAN

Prototype
Form Number

2055 SE.IH
2055 MET.IH
2055 ASSN.IH
TOLLFREE
2055 CERT.IH
TOLLFREE
2055 TCG
2055 GGP
2055 GRP
2055 SCH.IH

2055 SCHPO.IH

2055 SCH.PPR

2055 SCHPO.PPR

2055 DEF.IH
2055 BEN.IH
2055 ACC
2055 PPO
2055 EXC.IH
2055 COP
2055 COB
2055 PPR
2055 ACCR

Form

Description

Policy Face Page (Employer)

Policy Face Page (MET)

Policy Face Page (Association)

Tollfree Number & Information

Certificate Face Page

Tollfree Number & Information

Table of Contents

General Provisions

Group Provisions

Schedule of Benefits (Non-PPQO)

Schedule of Benefits (PPO)

Schedule of Benefits - Preventive &
Primary Care Rider (Non-PPO)

Schedule of Benefits - Preventive
& Primary Care Rider (PPO)

Policy Definitions

Benefits Provided

Alternate Cost Containment

Preferred Provider Provisions

Exclusions and Limitations

Continuation/ Conversion

Coordination of Benefits

Preventive and Primary Care Rider

Supplementary Accidental Injury
Benefit Rider

¢ Adopted Sections  December 17, 1993
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GROUP STANDARD HEALTH BENEFIT PLAN

Prototype
Form Number

2055 SE.STD
2055 MET.STD
2055 ASSN.STD
TOLLFREE
2055 CERT.STD
TOLLFREE
2055 TCG

2055 GGP

2055 GRP

2055 SCH.STD
2055 SCHPO.STD
2055 DEF.STD
2055 BEN.STD
2055 ACC

2055 PPO

2055 EXC.STD
2055 COP

2055 COB

2055 CDW

2055 ACD

Form

Description

Policy Face Page (Employer)

Policy Face Page (MET)

Policy Face Page (Assoclation)

Tollfree Number & Information

Certificate Face Page

Tolifree Number & Information

Table of Contents

General Provisions

Group Provisions

Schedule of Benefits (Non-PPO)

Schedule of Benefits (PPO)

Policy Definitions

Benefits Provided

Alternate Cost Containment

Preferred Provider Provisions

Exclusions and Limitations

Continuation/Conversion

Coordination of Benefits

Chemical Dependency Benefit
Waiver Rider

Alternate Benefits for
Chemical Dependency
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Prototype
Eorm Number

2055 ISE.PP
TOLLFREE
2055 DP
2055 TCl
2055 IGP
2055 IRP
2055 SCH.PP
2055 SCHPO.PP
2055 DEF.PP
2055 BEN.PP
2055 ACC
2055 PPO
2055 EXC.PP
2055 COB
2055 PDR
2055 CDW

2055 OC.PP
2055 OC.PDR

2055 OCPO.PP

INDIVIDUAL PREVENTIVE AND PRIMARY CARE BENEFIT PLAN

Form
Description

Policy Face Page

Tollfree Number & Information

Individual Data Page

Table of Contents

General Provisions

Individual Provisions

Schedule of Benefits (Non-PPO)

Schedule of Benefits (PPO)

Policy Definitions

Benefits Provided

Alternate Cost Containment

Preferred Provider Provisions

Exclusions and Limitations

Coordination of Benefits

Prescription Drug Rider

Chemical Dependency Benefit
Waiver Rider

Outline of Coverage (Non-PPQ)

Insert to the Outline of Coverage
(Non-PPO a.d PPO) for the

Prescription Drug Rider

Outline of Coverage (PPO)

¢ Adopted Sections  December 17, 1993
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INDIVIDUAL IN-HOSPITAL BENEFIT PLAN

Prototype
Form Number

2055 ISE.IH
TOLLFREE
2055 DP

2055 TCI

2055 IGP

2055 IRP

2055 SCH.IH
2055 SCHPO.IH
2055 SCH.PPR

2055 SCHPO.PPR

2055 DEF.IH
2055 BEN.IH
2055 ACC
2055 PPO
2055 EXC.IH
2055 COB
2055 PPR
2055 ACCR

2055 OC.IH
2055 OC.ACCR
2055 OC.PPR

2055 OCPO.IH
2055 OCPO.PPR

]

Form
D ion

Policy Face Page

Tollfree Number & Information

Individual Data Page

Table of Contents

General Provisions

Individual Provisions

Schedule of Benefits (Non-PPO)

Schedule of Benefits (PPQ)

Schedule of Benefits - Preventive
& Primary Care Rider (Non-PPO)

Schedule of Benefits - Preventive
& Primary Care Rider (PPO)

Policy Definitions

Benefits Provided

Alternate Cost Containment

Preferred Provider Provisions

Exclusions and Limitations

Coordination of Benefits

Preventive & Primary Care Rider

Supplementary Accidental Injury
Rider

Outiine of Coverage (Non-PPO)

Insert to the Outline of Coverage
(Non-PPO & PPO) - Supplementary
Accidental Injury Rider

Insert to Outline of Coverage
(Non-PPO)-Preventive & Primary
Care Benefit Rider

Outline of Coverage (PPO)

Insert to the Outline of Coverage (PPQ)
Preventive & Primary Care Rider(PPQ)
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INDIVIDUAL STANDARD HEALTH BENEFIT PLAN

Prototype
Eorm Number

2055 ISE.STD
TOLLFREE
2055 DP

2055 TCI

2055 IGP

2055 IRP

2055 SCH.STD
2055 SCHPO.STD
2055 DEF.STD
2055 BEN.STD
2055 ACC
2055 PPO .
2055 EXC.STD
2055 COB
2055 CDW

2055 ACD

2055 OC.STD
2055 OCPO.STD

Form

Description

Policy Face Page
Tollfree Number & Information
Individual Data Page
Table of Contents
General Provisions
Individual Provisions
Schedule of Benefits (Non-PPO)
Schedule of Benefits (PPO)
Policy Definitions
Benefits Provided
Alternate Cost Containment
Preferred Provider Provisions
Exclusions and Limitations
Coordination of Benefits
Chemical Dependency

Benefit Waiver Rider
Alternate Benefits for |

Chemical Dependency
Outline of Coverage (Non-PPO)
Outline of Coverage (PPO)

¢ Adopted Sections  December 17, 1993
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OPTIONAL PROTOTYPE POLICY FORMS

Policy Face Pages
Toll Free Telephone No. and Information Notice
Certificate Face Pages
Individual Data Page
Group/Individual Table of Contents
Group/Individual General Provisions ‘
Individual/Group Provisions
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Figure 14

[ABC SMALL EMPLOYER CARRIER]
[ADDRESS]

CERTIFICATE OF INSURANCE

[EMPLOYEE: [XXXXX]
ID NUMBER: [XXX]
CERTIFICATE EFFECTIVE DATE:  [XXXXXX]

POLICYHOLDER:  PXOOOOOOXXXXX]
POLICY NUMBER: [XXX]

POLICY EFFECTIVE DATE: [XXXXXX]
DEPENDENT COVERAGE: [YES/NO]

We certify that coverage is provided for each Insured Person in accordance with
the terms of the Group Insurance Policy.

This page, all attached provisions, and any riders will constitute the entire
Certificate of Insurance.

[This Certificate of Insurance replaces any previous certificate issued to you for the
coverage described in the Certificate. All benefits are subject in every way to the
entire Group Insurance Policy which includes this Certificate of Insurance.]

THE iNSURANCE POLICY UNDER WHICH THIS CERTIFICATE IS ISSUED IS NOT A POLICY
OF WORKERS' COMPENSATION INSURANCE. YOU SHOULD CONSULT YOUR EMPLOYER
TO DETERMINE WHETHER OR NOT YOUR EMPLOYER IS A SUBSCRIBER TO THE
WORKER'S COMPENSATION SYSTEM.

Small Employer Preventive and Primary Care Benefit Plan

2055 CERT.PP

12/09/93
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Figure 15

(ABC SMALL EMPLOYER CARRIER)
(ADDRESS)

CERTIFICATE OF INSURANCE -

[EMPLOYEE: DXOXKXXXX]
ID NUMBER: DOCXXKX]
CERTIFICATE EFFECTIVE DATE:  [XXXXXX]

POLICYHOLDER: XXXXXXXXXX]
POLICY NUMBER: [XXX]

POLICY EFFECTIVE DATE: [XKXXXXX]
DEPENDENT COVERAGE: [YES/NO]

We certify that coverage is provided for each Insured Person in accordance with the
terms of the Group Insurance Policy.

This page, all attached provisions, and any riders will constitute the entire Certificate
of Insurance.

[This Certificate of Insurance replaces any previous Certificate issued to you for the
coverage described in the Certificate. All benefits are subject in every way to the
entire Group Insurance Policy which includes this Certificate of Insurance.]

THE INSURANCE POLICY UNDER WHICH THIS CERTIFICATE IS ISSUED IS NOT A POLICY

OF WORKERS' COMPENSATION INSURANCE. YOU SHOULD CONSULT YOUR EMPLOYER ~—
TO DETERMINE WHETHER OR NOT YOUR EMPLOYER IS A SUBSCRIBER TO THE

WORKERS' COMPENSATION SYSTEM.

Smali Employer In-Hospital Benefit Plan

2055 CERT.IH

12/09/93

I8 TexReg 9422  December 17, 1993  Texas Register ¢



Figure_16

(ABC SMALL EMP{.OYER CARRIER)
(ADDFRESS)

CERTIFICATE OF INSURANCE

[EMPLOYEE: POOCXXXX]
ID NUMBER: XXX} ’ ,
CERTIFICATE EFFECTIVE DATE: [XXXXXX]

POLICYHOLDER: PXXXXXXXXXXXX]
POLICY NUMBER: [XXX]

POLICY EFFECTIVE DATE:  [XXXXXX]
DEPENDENT COVERAGE: [YES/NO]

We certify that coverage is provided for each Insured Person in accordance with
the terms of the Group Insurance Policy.

This page, all attached provisions, and any riders will constitute the entire
Certificate of Insurance.

[This Certificate of insurance replaces any previous Certificate issued to you for
the coverage described in the Certificate. All benefits are subject in every way to
the entire Group Insurance Policy which includes this Certificate of Insurance.)

THE INSURANCE POLICY UNDER WHICH THIS CERTIFICATE IS ISSUED IS NOT A
POLICY OF WORKERS' COMPENSATION INSURANCE. YOU SHOULD CONSULT YOUR
EMPLOYER TO DETERMINE WHETHER OR NOT YOUR EMPLOYER IS A SUBSCRIBER TO
THE WORKER'S COMPENSATION SYSTEM.

Small Employer Standard Health Benefit Plan

2055 CERT.STD

12/09/93
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Figure_ 17

[ABC SMALL EMPLOYER CARRIER]
[ADDRESS]

DATA PAGE

PREMIUM: [XXXX]
PREMIUM MODE: [MONTHLY]

DEPENDENT COVERAGE:  [YES/NO]
[DEPENDENT'S NAME]

[POLICY FEE: ]

2055 DP

12/09/93
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TABLE OF CONTENTS

Toll Free Information Notice

General Provisions
Eligibility For Coverage
Effective Dates
[Preexisting Conditions]
Termination Of Insurance

Group Provisions
Payment of Premiums
Time Limit On Certain Defenses
The Contract Between You And Us
Misstatement Of Age
The Claims Process
Time Of Payment Of Claims
Payment Of Claims
Physical Examinations And Autopsy
Legal Actions
Extension Of Benefits
[Dividends]
[Grace Period]
[Right To Recovery/Clerical Error]
[Subrogation]

Schedule Of Benefits (Non PPO or PPO)
Policy Definitions

In-Hospital Benefit Plan

[Alternate Cost Containment Provision(s)]
[Preferred Provider Provisions]
Exclusions And Limitations
Continuation/Conversion Provisions
Coordination of Benefits

[Riders As Allowed By Chapter 26, TIC]

2055 TCG

Figure_18

12/09/93

¢ Adopted Sec‘ions

December 17, 1993

18 TexReo 0425



Figure 20

GENERAL PROVISIONS

ELIGIBILITY FOR COVERAGE
Employee Coverage:

You are an Eligible Employee if you:

1. work on a full time basis; and
2. usually work at least 30 hours a week

Eligible Employee includes a sole proprietor, a partner, and an independent
contractor, if the sole proprietor, partner or independent contractor is included as an
Employee under a Health Benefit Plan of the Employer. [Eligible Employee also
includes an Employee of an Employer member of an association.] The term does
not include:

1. an Employee who works on a part-time, temporary or substitute basis; or
2. an Employee who is covered under:

a. another Health Benefit Plan; or

b. an employee welfare benefit plan that provides health benefits and
that is established in accordance with Employee Retirement Income
Security Act of 1974.

ndent Cover
Eligible Dependents are:

1. your spouse;

2. a Child under the age of 19 years;

3. a Child who is a full-time student under the age of 23 years and who is
financially dependent on the parent;

4. a Child of any age who is medically certified as disabled and dependent
on the parent; and

5. a grandchild who is dependent on the Employee for federal income tax

purposes.
The marital status of the Employee and the other parent shall not be used in
determining the Dependents or Beneficiary.

2055 GGP

12/09/93 ‘
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If both husband and wife are Employees of the Employer, such Employees shall not
be eligible for coverage as a Dependent under the Policy. Each must be covered as
an Employee.

If both husband and wife are Employees, only one is eligible for Dependent
coverage.

EFFECTIVE DATES
Eligible Employees:

In order for an Eligible Employee's coverage to take effect, the Eligibie Employee
must submit written enroliment for coverage for himself and any Dependents. The
Effective Date of coverage under the Policy is the date shown in the Certificate of
Insurance issued to the Insured Person.

Any person covered by a previous group health plan of the Employer on the day
prior to the Poliry Effective Date, including any person who has continued group
coverage under applicable federal or state law, is eligible on the Policy Eﬁectlve
Date.

Coverage under the Policy shall become effective on the Policy Effective Date for all
existing Eligible Employees and Dependents upon completion of an apphcatlon and
election of coverage. This includes any Eligible Employee or Dependent who is
confined in a Hospital or other institution. if the Policy is replacing a discontinued
group healith plan, cdverage for an Eligible Employee or Dependent may be delayed
only until the expiration of any applicable extension of benefits provided by the
previous group health plan.

Initial Enroliment for New Eligible Employees:

If We receive your application or enroliment form within 31 days of your date of
employment, your coverage will become effective on the first day of the month
following the date that written application for coverage for you and any Dependents
is received [and any Waiting Period has been satisfied. The Waiting Period is the
length of time that you must be continuously employed before your coverage may
become effective under the Policy. The Waiting Period under the Policy is [90] days
from the first date of employment].

If you do not enroll within 31 days of your employment date, coverage will become
effective in accordance with the provisions for Late Enrollees.

12/09/93
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Dependents:

If you have eligible Dependents on the date your coverage begins, your
Dependents’ coverage will begin on your Certificate Effective Date if:

1. you enroll your Dependent for coverage on or before your Effective
Date; and
2. you pay the appropriate premium.

If you have Dependents who are not enrolled on the date your coverage begins and
you subsequently apply for Dependent coverage, coverage for your Dependent(s)
will become effective in accordance with the provision for Late Enrollees.

Newly Acquired Dependents:

If you acquire new eligible Dependents after the date your coverage begins,
coverage for your Dependent will become effective in accordance with the following
provisions:

Newborn Children

Coverage will be automatic for the first 31 days following the birth of your newborn
Child. To continue coverage beyond 31 days, you must notify Us within 30 days of
birth and pay the required premium within that 30 day period or a period consistent
with Our next billing cycle. If you notify Us after that 30 day period, your newborn
Child will become effective in accordance with the provisions for Late Enrollees. [If
you decide not to continue coverage for your Dependent Child beyond the 31 day
period, premium will be charged for the 31 days coverage was in force.]

Court Ordered Coverage for a Dependent

If a court has ordered you to provide coverage for a spouse or minor Child,
coverage will be automatic for the first 31 days following the date on which the court
order is issued. To continue coverage beyond 31 days, you must notify Us and pay
the required premium within that 31 day period. If you notify Us after that 31 day
period, your Dependent will become effective in accordance with the provisions for
Late Enrollees.

Other Dependents

Written enroliment must be received within 31 days of the date that a spouse or
Child first qualifies as an eligible Dependent. Coverage will become effective on the
first day of the month following the date that application for coverage is received. If
application is not made within the initial 31 days, then your Dependent's coverage
will become effective in accordance with the provisions for Late Enrollees.

12/09/93
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If you have coverage for your spouse and existing children or coverage for existing
children only, coverage for any additional children will become effective as of the
date they become your Dependent provided that enroliment for coverage is made
within 31 days of eligibility.

If you ask that your Dependent be insured again after having canceled his or her
coverage while you: Dependent was still entitled to coverage, your Dependent's
coverage will become effactive in accordance with the provisions for Late Enrollees.

In no event will your Dependent's coverage become effective for coverage prior to
your Certificate Effective Date.

Late Enrollees:

Late Enrollee means any Eligible Employee or Dependent who requests enroliment
in the Employer's Health Benefit Plan after the expiration of the Initial Enrollment
Period. Initial Enroliment Period is the defined time frame for enroliment outlined
in the above Effective Dates provision or otherwise in effect at the time of your
employment date.

[A Late Enrollee is eligible for coverage the first day of the policy month following
[18] months from the date of application. The date of application shall be the date
the application is received by Us. The Preexisting Condition limitation shall be
inapplicable to a Late Enrollee.]

[A Late Enrollee is eligible for coverage the first day of the policy month following the
receipt of the application by Us. A Late Enrollee is subject to a [12] month
Preexisting Condition limitatidbn beginning on the Effective Date of coverage.]

[A Late Enrollee is eligible for coverage the first day of the policy month following six
months from the date of application. The date of application shall be the date the
application is received by Us. A Late Enrollee is subject to a [12] month Preexisting
Condition limitation beginning on the Effective Date of coverage.]

[A Late Enrollee is eligible for coverage the first day of the policy month following
[12] months from the date of application.]

Exceptions to Late Enrollee Provisions:

The Employee or Dependent will not be considered a Late Enrollee, if the Employee
or Dependent did not enroll for coverage within the Initial Enrollment Period and:

1. was covered under another Employer Heal*h Benefit Plan during the Initial
Enroliment Period; and

12/09/93
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2. declined coverage under this Policy in writing on the basis of the coverage
under another Employer Health Benefit Plan; and

3. coverage under the other Health Benefit Plan is terminating due to -
termination of the plan, termination of employment, death of a spouse, or
divorce.

The Employee or Dependent must enroll within 31 days after the date that coverage
ends under another Employer Health Benefit Plan. If enroliment is not requested
within this 31 days, coverage for the Employee or Dependent will become effective
in accordance with the provisions for Late Enrollees.

[PREEXISTING CONDITIONS

Benefits for Eligible Expensas incurred for treatment of a Preexisting Condition will
not be paid for a period of [12] months from the Insured Person’s Effective Date of
coverage.

The Preexisting Condition limitation shall not apply to an Insured Person who was
continuously covered for a minimum of [12] months by a Health Benefit Plan that
was in effect up to a date not more than 60 days before the Effective Date of
coverage under the Palicy.

Credit shall be given for the time the Insured Person was covered under a previous
Health Benetfit Plan if the previous Health Benefit Plan was in effect at any time
during the [12] months before the Effective Date of coverage under the Policy.]

TERMINATION OF INSURANCE
Eligible Employees:
Your coverage will end on the earlier of:

1. the first day of the month after the date you no longer nmieet the definition of
an Eligible Employee including termination of employment. [However,
when you are on approved leave of absence, coverage may be continued
for up to [1 year], if premiums continue to be paid to Us by you or on your
behalf];

2. the end of the last period for which premium payment has been made to
Us, [subject to the Grace Period provision of the Policy];

3. the date the Policy terminates;

4. the date any Lifetime Maximum Benefits have been exhausted;

5. the date of fraud or misrepresentation of a material fact by you, except as

indicated in the Time Limit on Certain Defenses provision.

12/09/93
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- ['6. the date the Employer terminates participation in the trust.]
[6. the date the Employer terminates membership in the association.]

Dependents:
Your Dependent's coverage will end on the earlier of:.

1. the date your Dependent no longer meets the definition of
Dependent, as defined in the Policy;

the end of the period for which premium payment has been made to
Us, [subject to the Grace Period provision of the Policyl;

3.  the date the Policy terminates; '

4, the date your coverage terminates (unless due to exhaustion of any
5

6

A

Lifetime Maximum Benefits available for you); o L
the date any Lifetime Maximum Benefits have been exhausted;
the date of fraud or misrepresentation of a material fact by the
Dependent, except as indicated in the Time Limit on Certain Defenses
provision. o L

[7. the date the Employer terminates participation in the Trust.]

[7. the date the Employer terminates membership in the Association.]

Policyholder and Company:
The coverage of all Insured Persons shall terminate if the Policy is terminated. |

[The policy may be terminated by the Employer on any premium due date. The
Employer must request cancellation in writing at least 30.days in advance.]

[The policy may be terminated by the Association on any premium due date. The. . .,
Association must request cancellation in writing at least 30 days in advance.]

[The Employer may terminate participation under the Pdliéy oh'any prémﬁ:m dﬁe
date. The Employer must request cancellation in writing at least 30 days in
advance] . . . S T

[The Employér (Member) may terminate participation under the Palicy on any .

premium due date.” The Employer (Member) must request cancellation at least 30
days in advance.] Cy

12/09/93
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S el

The Poiicy rﬁéy be terminated by Us:

1. for non-payment of premiums [ eicept for the Grace Period provision). —
[Coverage will end at the end of the last period for which premium payment
has been made.to Usj;

2. on any p‘remiuvm due date for any of the following reasons. We must give
the Employer written notice of cancellation at least 30 days in advance if
termination is due to:

a traud or misrepresentation of a material fact by the
[Policyholder or] Employer, except as indicated the in Time
Limit on Certain Defenses provision;

b. . failure to maintain the required minimum premium, contribution;

C. failure to- provide required information or documentation related
to the Employer Health Benefit Plan upon request.

[d. failure to maintain the required minimum participation
requirements];

[e. failure to maintain status as an Employer as defined in the

Policy Definition provision.]

3. on any premium due date if We are also canceling all Small Employer
Health Benefit Plans in the state or in a geographic service area. We must
give the Employer written notice of cancellation:

a. at Ieast 180.days in advance and
b. agam at Ieast 30'days in advance
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Figure 21
GENERAL PROVISIONS

GUARANTEED RENEWABLE: We will renew this Policy for any Policyholder's
life or payment of maximum benefits, if any. We will renew this Policy each time
We receive the correct premium before the end ot the Grace Period. If you
leave your Employer, you will be required to pay the entire premium in order to
keep the Policy in force. Additionally, if your Employer elects to no longer pay
premiums, you may keep this Policy in force by paying the required premium.
While this Policy is in force, We cannot change the benefits without your
consent.

RATES: We may change the premium rates for this Policy from time to time.
Such change shall be made for all policies of this form in a particular class as
determined by Us. No premium change may be made on an individual basis.

ELIGIBILITY FOR COVERAGE
Employee Coverage: You are an Eligible Employee if you:

1. work on a full time basis; and
2. usually work at least 30 hours a week.

Eligible Employee includes a sole proprietor, a partner, and an independent
contractor, if the sole proprietor, partner or independent contractor is included as
an Employee under a Health Benefit Pian of the Employer. The term does not
include:

1. an Employee who works on a part-time, temporary or substitute basis;
or

2. an Employee who is covered under:
a. another Health Benefit Plan; or
b. an employee welfare benefit plan that provides health benefits and
that is established in accordance with Employee Retirement Income
Security Act of 1974.

2055 IGP
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Dependent Coverage: Eligible Dependents are:

your spouse;

a Child under the age of 19 years; -—
a Child who is a full-time student under the age of 23 years and who is
financially dependent on the parent;

a Child of any age who is medically certified as disabled and
dependent on the parent; and

a grandchild who is dependent on the Employee for federal income tax
purposes.

o » OO~

The marital status of the Employee and the other parent shall not be used in
determining the Dependents or Beneficiary.

If both husband and wife are Employees of the Employer, such Employees shall
not be eligible for coverage as a Dependent under the Policy. Each must be
covered as an Employee.

If both husband and wife are Employees, only one is eligible to include children
under this Policy.

EFFECTIVE DATES
Eligible Employees:

In order for an Eligible Employee's coverage to take effect, the Eligible Employese
must submit written application for coverage for himself and any Dependents.
The Effective Date of coverage under this Policy is the date shown on the face
page of the Policy.

Any person covered by a previous health plan of the Employer on the day prior
to the Policy Effective Date, including any person who has continued group
coverage under applicable federal or state law, is eligible on the Policy Effective
Date.

Coverage under this Policy shall become effective on the Policy Effective Date
for all existing Eligible Employees and Dependents upon completion of an
application and election of coverage. This includes any Eligible Employee or
Dependent who is confined in a Hospital or other institution. If the Policy is
replacing coverage under a discontinued health plan, coverage for an Eligible
Employee or Dependent may be delayed only until the expiration of any
applicable extension of benefits provided by the previous health plan.
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i For New Eligible Empl :

If you apply for coverage within 31 days of your date of employment, your
coverage will become effective on the first day of the month following the date
that written application for coverage for you and any Dependents is received
[and any Waiting Period has been satisfied. The Waiting Period is the length of
time that you must be continuously employed before your coverage may become
effective under the Policy. The Waiting Period under this Policy is [90] days from
the first date of employment].

If you do not enroll within 31 days of your employment date, coverage will
become effective in accordance with the provisions for Late Enrollees.

Dependents:

If you have eligible Dependents on the date your coverage begins, your
Dependents' coverage will begin on your Effective Date if:

1. you apply for Dependent coverage on or before your Effective
Date; and
2. you pay the appropriate premium.

If you have Dependents who are not covered on the date your coverage begins
and you subsequently apply for Dependent coverage, coverage for your
Dependents will become effective in accordance with the provision for Late
Enrollees.

Newly Acquired Eligible Dependents:

If you acquire new Dependents after the date your coverage begins, coverage
for your Dependents will become effective in accordance with the following
provisions:

Coverage will be automatic for the first 31 days following the birth of your
newborn Child. To continue coverage beyond 31 days, you must notify Us within
30 days of birth and pay the required premium within that 30 day period or a
period consistent with Our next billing cycle. If you notify Us after that 30 day
period, your newborn Child will become effective in accordance with the
provisions for Late Enrollees. [If you decide not to continue coverage for your
Dependent Child beyond the 31 day period, premium will be charged for the 31
days coverage was in force.]
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ver foraD ndent:

If a court has ordered you to provide coverage for a spouse or minor Child,

coverage will be automatic for the first 31 days following the date on which the -
court order is issued. To continue coverage beyond 31 days, you must notify Us
and pay the required premium within that 31 day period. If you notify Us after
that 31 day period, your Dependent's coverage will become effective in
accordance with the provisions for Late Enrollees.

Other Dependents:

Written application must be received within 31 days of the date that a spouse or
Child first qualifies as an eligible Dependent. Coverage will become effective on
the first day of the month foliowing the date that application for coverage is
received. If application is not made within the initial 31 days, then your

Dependent's coverage will become effective in accordance with the provisions
for Late Enrollees.

If you have coverage for your spouse and existing children or coverage for
existing children only, coverage for any additional children will become effective
as of the date they become your Dependent provided that application for
coverage is made within 31 days of eligibility.

If you ask that your Dependent be insured again after having canceled his or her
coverage while your Dependent was still entitled to coverage, your Dependent’s
coverage will become effective in accordance with the provisions for Late
Enrollees.

in no event will your Dependent's coverage become effective for coverage prior
to your Effective Date.

Late Envollees:

Late Enrollee means any Eligible Employee or Dependent who requests
coverage in the Employer's Health Benefit Plan after the expiration of the Initial
Enrollment Period. Initial Enrollment Period is the defined time frame for
enroliment outlined in the above Effective Dates provision or otherwise in effect
at the time of your employment date.

[A Late Enrollee is eligible for coverage the first day of the policy month foillowing
[18] months from the date of application. The date of application shall be the
date the application is received by Us. The Preexisting . :adition limitation shall
be inapplicable to a Late Enrollee.]
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[A Late Enrollee is eligible for coverage the first day of the policy month following
the receipt of the application by Us. A Late Enrollee is subject to a [12] month
Preexisting Condition limitation beginning on the Effective Date of coverage.]

[A Late Enrollee is eligible for coverage the first day of the policy month following
six months from the date of application. The date of appiication shall be the date
the application is received by Us. A Late Enrollee is subject to a [12] month
Preexisting Condition limitation beginning on the effective date of coverage.]

[A Late Enrollee is eligible for coverage the first day of the policy month following
{12] months from the date of application.]

X L Enrollee Provisi :

The Employee or Dependent will not be considered a Late Enrollee, if the
Employee or Dependent did not apply for coverage within the Initial Enrolliient
Period and:
1. was covered under another Employer Health Benefit Plan during
the Initial Enroliment Period; and
2. declined coverage under this Policy in writing on the basis of the
coverage under another Employer Health Benefit Plan; and
3. coverage under the other Health Benefit Plan is terminating due
termination of the plan, termination of employment, death of a
spouse, or divorce.

The Employee or Dependent must apply within 31 days after the date coverage
ends under another Employer Health Benefit Plan. If application is not
requested within this 31 days, coverage for the Employee or Dependent will
become effective in accordance with the provisions for Late Enrollees.

[PREEXISTING CONDITIONS

Benefits for Eligible Expenses incurred for treatment of a Preexisting Condition
will not be paid for a period of [12] months from the Insured Person's Effective
Date of coverage.

The Preexisting Condition limitation shall not apply to an !nsured Person who
was continuously covered for a minimum of [12] months by a Health Benefit Plan
that was in effect up to a date not more than 60 days before the effective date of
coverage under this Policy. . .

Credit shall be given for the time the Insured Person was covered under a
previous Health Benefit Plan if the previous Health Benefit Plan was in effect at
any time during the [12] months before the Effective Date of coverage under this
Policy.]
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TERMINATION OF INSURANCE
Eligibie Employees: -

Your coverage will end on the earlier of:

1. the end of the last period for which premium payment has been made
to Us, subject to the Grace Period provision of this Policy;

2. the date the Lifetime Maximum Benefits, if any, have been exhausted;

3. the date of fraud or misrepresentation of a material fact by you except
as indicated in the Time Limit on Certain Defenses provision.

Dependents:
Your Dependent's coverage will end on the earlier of:

1. the date your coverage terminates (unless due to exhaustion of any
Lifetime Maximum Benefits available to you);

2. the end of the period for which premium payment has been made to
Us, subject to the Grace Period provision of this policy;

3. the date your Dependent no longer meets the definition of Dependent,
as defined in the Policy;

4. the date Lifetime Maximum Benefits, if any, have been exhausted for
the Dependent;

5. the date of fraud or misrepresentation of a material fact by the
Dependent except as indicated in the Time Limit on Certain Defenses
provision.

Company:

The Policy may be terminated by Us for non-payment of premiums, except as
set out in the Grace Period provision of this Policy.

CONVERSION:

Any Dependent insured under this Policy whose coverage terminates because
the Dependent no longer meets the definition of a Dependent shall be eligible for
continuous coverage under a conversion policy with similar benefits at attained
age then issued by Us. Written request for conversion together with payment of
the first premium must be made within 31 days after such Dependent's coverage
under this Policy has terminated.
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Figure 22
- GROUP PROVISIONS

PAYMENT OF PREMIUMS: Premiums are payable in advance. Premiums must
be paid [monthly] including any contributions you must make. We may change the
premium rates from time to time. We must give the Employer written notice of any
premium rate change at least 31 days prior to the change. No premium rate change
may be made on an individual basis.

TIME LIMIT ON CERTAIN DEFENSES:

Representations: All statements made by the [Policyholder or] Employer
shall be considered representations and not warranties. We must provide
the [Policyhclder or] Employer with a copy of any statements used to contest
coverage. All statements made by you shall be considered representations
and not warranties. We must provide you or your Beneficiary with a copy of
any statements used to contest coverage.

Misstatements on the application: After 2 years from the Policy Effective

Date, we will not contest the validity of the Policy. After two years from your
Certificate Effective Date, no misstatements on your application may be

used to:
1. void this coverage, or
o 2. deny any claim for loss incurred or disability that starts after the 2

year period.
The above does not apply to fraudulent misstatements.

[Pre-Existing Conditions: After [one year] from the Certificate Effective
Date, We will not reduce or deny any claim under the Policy because an
lliness or Injury existed before the Certificate Effective Date.]

THE CONTRACT BETWEEN YOU AND US
Entire contract and changes: The entire contract between the

Policyholder and Us is as stated in the Policy. No change in the Policy will
be effective until approved by one of Our officers. This approval must be
nated on or attached to the Policy. No agent may change the Policy or
waive any of its provisions.

2055 GRP
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THE CLAIMS PROCESS

1. Within 20 days after you receive Covered Services, or as soon as
reasonably possible, you or someone on your behalf, must notify Us
in writing of your claim.

2. Within 15 days after We receive your written notice of claim, We
must:

a. acknowledge receipt of the claim;

b. begin any investigation of the claim;

C. specify the information you must provide to file preof of loss.
(We can request additional information during the
investigation, if necessary); and

d. send you any forms We require for filing proof of loss. If We
do not send you the forms within this time period, you can
file proof of loss by giving Us a letter describing the
occurrence, the nature and the extent of your claim. You
must give Us this letter within the time period for filing proof
of loss.

3. Within 90 days after you receive Covered Services, you must send
Us written proof of loss. If it is not reasonably possible to give Us
written proof in the time required, We will not reduce or deny your
claim for being late if the proof is filed as soon as reasonably
possible. Unless the Insured Person is not legally capable, the
required proof must always be given to Us no later than one year
from the date otherwise required.

4. Within 15 business days after We receive all the information
required to secure final proof of loss, We must:

a. give you written notice that your claim or part of your claim
has been accepted and pay benefits within five business
days after We notify you of Our acceptance; or

b. give you written notice that your claim has been rejected and
tell you the reason(s) for the rejection; or
C. give you written notice if We need more time to make Our

decision and the reasons We need additional time.
However, We must notify you of Our final decision within 45
days.

5. If payment of the claim or part of the claim requires the
performance of an act by you, We will pay within five business days
after the date you perform the act.
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TIME OF PAYMENT OF CLAIMS: We will pay benefits for any loss covered by the
policy within 60 days upon receipt of written proof of ioss.

PAYMENT OF CLAIMS:

Payment to You, Your Beneficiary, Your Estate: Benefits will be

paid to you. Any benefits that are unpaid at your death will be paid either to
the Beneficiary or to your estate if no Beneficiary is named.

If benefits are payable to your estate or to You or to a Beneficiary who
cannot execute a valid release, We may pay benefits up to $1,000 to
someone related to you or a Beneficiary by blood or marriage whom We
deem to be equitably entitled to such benefits. We will be discharged to the
extent of any such payments made by Us in good faith. n

[Payment to Assignee: We will recognize any assignment made under the
policy, if:

1. itis duly executed on a form acceptable to Us; and
2. acopy is on file with Us.

1

We assume no responsibility for the validity or effect of an assignment.]

[For Chapter 20 Companies Only:
Assignment: The rights and benefits of this Policy may -not be assigned at
any time.]

Payment to a Managing Conservator: Benefits paid on behalf of a

covered Dependent Child may be paid to a person who is not the
Employee, if an order issued by a court of competent jurisdiction in this or
any other state names such person the managing conservator of the
Child.

To be entitled to receive benefits, a managing conservator of a Child

must submit to Us with the claim form, written notice that such person is the
managing conservator of the Child on whose behalf the claim is made and
submit a certified copy of a court order establishing the person as managing
conservator. This will not apply in the case of any unpaid medical bill for
which a valid assignment of benefits has been exercised or to claims
submitted by the Employee where the Employee has paid any portion of a
medical bill that would be covered under the terms of the Policy.

Pavmen he Texas D ment of Human Servi : When services

are paid for or rendered by the Texas Department of Human Services on
behalf of You or a Dependent, payment for the services will be made directly
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to the Texas Department of Human Services. In the case of a Dependent
Child, when services are paid or rendered by the Texas Department of
Human Services on behalf of such Dependent Child, payment for the
services will be made directly to the Texas Department of Human Services if:

1. the parent who is an Employee is: -

a. a possessory conservator of the Child under an order
issued by a court in this state or is not entitled to
possession of or;

b. access to the Child; and is required by court order or
court-approved agreement to pay child support;

2. the Texas Department of Human Services is paying benefits
on behalf of the Child under Chapter 31 or Chapter 32, Human
Resources Code; and

3. We are notified through an attachment to the claim for
insurance benefits when the claim is first submitted to us that
the benefits must be paid directly to the Texas Department of
Human Services.

PHYSICAL EXAMINATIONS AND AUTOPSY: We have the right to require a
medical examination, at reasonable intervals, or an autopsy, where not prohibited
by law, when a claim is made. If an examination or autopsy is required, you will not
have to pay for it.

LEGAL ACTIONS: You cannot sue on any claim before 60 days after written proof
of loss has been given as required. You cannot sue on any claim after
3 years from the time written proof of loss is required to be given.

EXTENSION OF BENEFITS: If an Insured Person is Totally Disabled on the date of
termination of the Policy, coverage will be extended. Benefits will continue to be
paid under the terms of the Policy for Eligible Expenses due to the disabling
condition. Extension of benefits will continue until the earlier of: 'a) the date
payment of the maximum benefits occurs, b) the date the Insured Person ceases to
be Totally Disabled, or ¢) the end of 90 days following the date of termination. This
Extension of Benefits is not applicable if the policy is replaced by another carrier
providing substantially equivalent or greater benefit.

Totally Disability or Totally Disabled means:

1. As applied to an Employee, the complete inability of the Employee to
perform all of the substantial and material duties and functions of his
occupation and any other gainful occupation in which the Employee earns
substantially the same compensation earned prior to disability;
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2. As applied to a Dependent, confinement as a bed patient in a Hospital.

Except as provided here, no benefits are payable for expenses incurred after the
date of any termination of coverage. For information about the right to continue or
convert coverage, refer to the Continuation/Conversion provision.

[GRACE PERIOD: There is a 31 day Grace Period allowed for the payment of each
premium after the first premium. During this period coverage will remain in force. |f
the premium is not paid during the Grace Period, coverage will terminate at the end
of the Grace Period. This is called a lapse.]

[DIVIDENDS: The Policy is a participating Policy. This means that the Policy will
receive its share of any divisible surplus as determined each year by Us. This share
will be credited as a dividend and paid to the Employer. Payment of any dividend
directly to the Employer discharges Us from all liability for the payment of dividends}.

MISSTATEMENT OF AGE: If the age of an Insured Person has been misstated
and if the amount of premium is based on age, an adjustment of premiums shall be
made based on the Insured Person's true age.

If age is a factor in determining eligibility or amount of insurance and there has been
a misstatement of age, the insurance coverages or amounts of benefits, or both,
shall be adjusted in accordance with the Insured Person's true age. Any such
misstatement of age shall neither continue insurance otherwise validly terminated
nor terminate insurance otherwise validly in force.

[RIGHT TO RECOVERY/CLERICAL ERROR:

1. If We make benefit payments in excess of the benefits payable under the
provisions of the Policy, We have the right to recover such excess from
any persons to, or for, or with respect to whom, such payments were
made.]

2. Clerical error by the policyholder will not end coverage or continue
coverage that has ceased. In the event of such error, a premium
adjustment will be made. However, such adjustment will not be made
beyond the preceding renewal date of the Plan.]
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[SUBROGATION: When We pay benefits under the Policy and it is determined that
a negligent third party is liable for the same expenses, We have the right to
subrogate from the monies payable from the negligent third party equal to the
amount We have paid for such expenses. The Insured hereby agrees to reimburse
Us from any monies recovered from a negligent third party as a result of a judgment
against, settlement with or otherwise paid by the third party. The Insured Person -
agrees to take action against the .third party, furnish all information and provide

assistance to Us regarding the action taken, and execute and deliver all documents

and information necessary for Us to enforce our rights of subrogation.]
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Figure 23
INDIVIDUAL PROVISIONS

THE CONTRACT BETWEEN YOU AND US:

Entire contract and changes: The entire contract between You and
Us is as stated in this Policy, your application and any attached papers.
No change in this Policy will be effective until approved by one of Our
officers. This approval must be noted on or attached to this Policy. No
agent may change this Policy or waive any of its provisions.

TIME LIMIT ON CERTAIN DEFENSES:
Misstatements on your application: After 2 years from the

Policy's Effective Date no misstatements in your application may be
used to:

1. void this Policy, or
2. deny any claim for loss incurred or disability that starts after the
2 year period.

This does not apply to fraudulent misstatements.

[Pre-existing Conditions: After [one year] from your Effective Date, We

will not reduce or deny any claim under this Policy because an lliness
or Injury existed before your Effective Date.]

GRACE PERIOD: There is a 31 day Grace Period allowed for the payment of
each premium after the first premium. During this period the Policy will remain in
force. If the premium is not paid during the Grace Period, the Policy will
terminate at the end of the Grace Period. This is called a lapse.

HOW TO PUT THIS POLICY BACK IN FORCE:
Reinstatement: Once the Policy lapses, We may or may not put it
back in force (reinstate) at Our option. Our acceptance of a late

premium without requiring an application for reinstatement will reinstate
the Policy.

2055 IRP
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If We require an application for reinstatement, You will be given a
conditional receipt for the premium. |f We approve the application, the
Policy will be reinstated on the approval date. |f We do not give you prior
written notice of our disapproval, the Policy will be reinstated on the 45th
day after the date of the conditional receipt.

After reinstatement, this Policy will cover only losses that result from an
Injury sustained after the date of reinstatement or an lliness that begins
more than 10 days after such date. In all other respects your rights and
Our rights will stay the same, subject to any provisions that are endorsed
on or attached to this Policy at the time of reinstatement. You will be
charged up to 60 days of past due premiums.

THE CLAIMS PROCESS:

1. Within 20 days after you receive Covered Services, or as soon as
reasonably possible, you or someone on your behalf, must notify
Us in writing of your claim.

2. Within 15 days after We receive your written notice of claim, We

must:

a. acknowledge receipt of the claim;

b. begin any investigation of the claim;

C. specify the information you must provide to file proof of loss.

(We can request additional information during the
investigation, if necessary); and

d. send you any forms We require for filing proof of loss. If We
do not send you the forms within this time period, you can
file proof of loss by giving Us a letter describing the
occurrence, the nature and the extent of your claim. You
must give Us this letter within the time period for filing proof
of loss.

3. Within 90 days after you receive Covered Services, you must send
Us written proof of loss. If it is not reasonably possible to give Us
written proof in the time required, We will not reduce or deny your
claim for being late if the proof is filed as soon as reasonably
possible. Unless the Insured Person is not legally capable, the
required proof must always be given to Us no later than one year
from the date otherwise required.
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4, Within 15 business days after We receive all the information
required to secure final proof of loss, We must:

a. give you written notice that your claim or part of your claim
has been accepted and pay benefits within five business
days after We notify you of Our acceptance; or

b. give you written notice that your claim has been rejected and
tell you the reason(s) for the rejection; or

c. give you written notice if We need more time to make Our
decision and the reasons We need additional time.

However, We must notify you of Our final decision within 45
days.

5. If payment of the claim or part of the claim requires the
performance of an act by you, We will pay within five business days
after the date you perform the act.

TIME OF PAYMENT OF CLAIMS: We will pay benefits for any loss covered by
this Policy immediately upon recsipt of written proof of loss.

PAYMENT OF CLAIMS:
Payment to You, Your Beneficiary, Your Estate: Benefits will be paid

to You. Any benefits that are unpaid at your death will be paid either to
the Beneficiary or to your estate, if no Beneficiary is named.

If benefits are payable to your estate or to You or to a Beneficiary who
cannot give a valid release, we may pay benefits up to $1,000 to
someone related to You or a Beneficiary by blood or marriage whom
We deem to be equitably entitled to such benefits. We will be
discharged to the extent of any such payments made by Us in good
faith.

[Payment to Assignee. We will recognize any assignment made under
the policy, if:

1. it is duly executed on a form acceptable to Us; and
2. acopy is on file with Us.

We assume no responsibility for the validity or effect of an assignment.]

[For Chapter 20 Companies Only: Assignment: The rights and
benefits of the Palicy may not be assigned at any time.]
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2N grvices: When
servnces are paad for or rendered by the Texas Department of Human

Services on behalf of You or a Dependent, payment for the services

will be made directly to the Texas Department of Human Services. In _
the case of a Dependent Child, when services are paid or rendered by

the Texas Department of Human Services on behalf of such Dependent -
Child, payment for the services will be made directly to the Texas

Department of Human Services if:

1. the parent who is an Employee is:

a. a possessory conservator of the Child under an order
issued by a court in this state or

b. is not entitled to possession of or access to the Child
and is required by court order or court-approved
agreement to pay child suppont;

2. the Texas Department of Human Services is paying benefits
on behalf of the Child under Chapter 31 or Chapter 32,
Human Resources Code; and

3. We are notified through an attachment to the claim for
insurance benefits when the claim is first submitted to us
that the benefits must be paid directly to the Texas
Department of Human Services.

PHYSICAL EXAMINATIONS AND AUTOPSY: We have the right to require a
medical examination, at reasonable intervals, or an autopsy, where not
prohibited by law, when a claim is made. If an examination or autopsy is
required, you will not have to pay for it.

LEGAL ACTIONS: You cannot sue on any claim before 60 days after written
proof of loss has been given as required. You cannot sue on any claim after
3 years from the time written proof of loss is required to be given.

CHANGE OF BENEFICIARY: Unless you have named an irrevocable
Beneficiary, you have the right to change the Beneficiary, make or change
assignment of benefits or change any part of your Policy.

PAYMENT OF PREMIUMS: The premium mode shown on the Data Page
shows how often premiums are to be paid. After the first premium, each
premium is due at the end of the period of which the prior premium was paid.

EXTENSION OF BENEFITS: Termination of this Policy will not affect the

payment of benefits for any continuous loss that began while the Policy was in
force. Benefits will continue to be paid under the terms of the Policy limited to

12/09/93

.\’, 18" TexReg 9448  December 17, 1993  Texas Register o



the duration of the Policy benefit period, payment of the maximum benefits or a
time period of not less than three months. Except as provided here, no benefits
are payable for expenses incurred after the date of any termination of coverage.

SPOUSE, THE INSURED: In the event you should die while this Policy is in
force, your spouse, if insured under this Policy, will become the Policyholder.

[CANCELLATION: You may cancel this Policy at any time by sending Us
written notice. Your Policy will be canceled as of the date of the next premium is
due. The cancellation will not affect the payment of benefits for any continuous
loss that began prior to the effective date of the cancellation.]

[DIVIDENDS: This Policy is a participating Policy. This means that the Policy
will receive its share of any divisible surplus as determined each year by Us.
This share will be credited as a dividend and: paid to you. Payment of any
dividend directly to ycu the Insured Person discharges Us from all liability for the
payment of dividends.]

[MISSTATEMENT OF AGE: Your age may have been misstated in your
application. If so, We will pay the benefits that your premiums wouid have
purchased at your true age. If the Policy would not have become effective at
your true age, We will be liable only for a refund of all premiums paid.]

[RIGHT TO RECOVERY: If We make benefit payments in excess of the benefits
payable under the provisions of this Policy, We have the right to recover such
excess from any persons to, or for, or with respect to whom, such payments
were made.]

[SUBROGATION: When We pay benefits under this Policy and it is determined
that a negligent third party is liable for the same expenses, We have the right to-
subrogate from the monies payable from the negligent third party equal to the -
amount We have paid for such expenses. The Insured Person hereby agrees to
reimburse Us from any monies recovered from a negligent third'party as a result -
of a judgment against, settlement with or otherwise paid by the third party. The
Insured Person agrees to take action against the third party, furnish all’
information and provide assistance to Us regarding the action taken, and )
execute and deliver all documents and information necessary fdr Us’ to enforCe' :
Your rights of subrogation.] (

[UNPAID PREMIUMS: When We pay a clalm We will deduct any premnum and N
unpaid from the claim payment]
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PROTOTYPE FORMS FOR
PRESCRIBED BENEFITS

Preventive and Primary Care Benefit Plan
Schedules of Benefits (Non-PPO and PPO)
Policy Definitions
Benefits Provided
Exclusions and Limitations
Prescription Drug Benefit Rider

in-Hospital Benefit Plan
Schedules of Béenefits (Non-PPO and PPO)
Policy Definitions
Benefits Provided
Exclusions and Limitations
Supplementary Accidental Injury Benefit Rider
Preventive and Primary Care Benefit Rider

Standard Health Benefit Plan
Schedules of Benefits (Non-PPO and PPO)
Policy Definitions
Benefits Provided
Exclusions and Limitations
Alternate Benefits for Chemical Dependency

Forms Common to More Than One Plan
Alternate Cost Containment Provisions
Continuation/Conversion
Coordination of Benefits
Preferred Provider Provisions
Chemical Dependency Benefit Waiver Rider

Outlines of Coverage
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PREVENTIVE AND PRIMARY CARE
BENEFIT PLAN
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Figure 24
SCHEDULE OF BENEFITS
PREVENTIVE AND PRIMARY CARE BENEFIT PLAN
(Non-PPO Plan)

Policy Year Deductible [$100] [$250]

Policy Year Copayment Maximum $1,000 per individual
$3,000 per family

Policy Year Maximum Benefit $15,000 per individual

Lifetime Maximum Benefit unlimited

COVERED SERVICES PERCENTAGE PAYABLE

Inpatient Hospital Expense Benefit 80%

Subiject to the Policy Year Deductible
and limited to Maximum of 5 days
per Policy Year

Outpatient Expense 80%
Subiject to Policy Year Deductible

(includes outpatient Hospital,
outpatient clinic or office visits for
treatment of an lliness or Injury)

Diagnostic Exams, Labs and X-rays 80%
Subiject to Policy Year Deductible and
limited to Maximum of $5,000 per Policy
Year

Chemical Dependency Benefits*** 80%
Subject to Policy Year Deductible

Inpatient Hospital Expense limited to
Maximum of 5 days per Policy Year

Outpatient Expense limited to Maximum
of 40 visits per Policy Year

%% Unless waiver attached

2055 SCH.PP
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Mental Health Services 80%
Subject to Policy Year Deductible

Inpatient Hospital Expense limited to
Maximum of 5 days per Policy Year

Outpatient Expense limited to Maximum
of 40 visits per Policy Year

Emergency Care Benefit 80%
Subject to Policy Year Deductible

Maternity Benefit 80%
Subject to Policy Year Deductible

Preventive Care Benefit 100%
Policy Year Deductible and Copayment
waived. Includes Childhood Immunizations,
pap tests, Low-Dose Mammography for
female insureds age 35 and over, colo-rectal
screening, prostate cancer screening, and
vision/hearing testing for children under the
age of 19.

Well Child Care 80%
Subject to Policy Year Deductible

(except for services covered under
the Preventive Care Benefit)

Annual Physical Examination 80%
Subject to Policy Year Deductible

(except for services covered under
the Preventive Care Benefit)

Home Health Benefit 80%
Subject to the Policy Year Deductible
and limited to Maximum of 40 visits per
Policy Year

Therapy Benefit 80%
Subject to the Policy Year Deductible and
limited to Maximum of 40 visits per Policy Year
for physical, occupational and/or speech therapy

(includes diagnostic services)
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[Prescription Drug Benefit Rider [50%]
Subject to the Policy Year Deductible]

or

[Prescription Drug Card Program Rider
Plan pays 100% after the Deductible

Deductible
Generic drug or Name
Brand drug if less than
Generic drug -- [$8] per prescription or refill
Name Brand Drug -- [$12] per prescription or refill]

12/09/93
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Figure 25

SCHEDULE OF BENEFITS
- PREVENTIVE AND PRIMARY CARE BENEFIT PLAN
(PPO)

[Policy Year Deductible or Non-Preferred
Provider Policy Year Deductible]

[$250] [$100]

[Preferred Provider Policy Year Deductibie] [ i
[$10] [$15)
$1000 per individual

$3000 per family
[Preferred Provider and Non-Preferred

[Per Visit Deductible]

Policy Year Copayment Maximum

2055 SCHPO.PP

[Subject to Per Visit Deductible]
or
[Deductible waived]

Provider Combined]
Policy Year Maximum Benefit $ 15,000
Lifetime Maximum Benefit unlimited
COVERED SERVICES PERCENTAGE PAYABLE
PPO NON-PPO
Inpatient Hospital Expense Benefit [100%] {90% } 80%
Limited to Maximum of 5 days [Subject to Policy Year Deductible] [Subject to Policy Year Deductible]
per Policy Year or or
[Subject to Preferred Provider Subject to Non-Preferred Provider
Deductible] Deductible]
or or
[Subject to Per Visit Deductible] [Deductible Waived]
or
[Deductible waived]
Outpatient Expense [100%)] [90%] 80%
(includes outpatient Hospital, outpatient [Subject to Policy Year Deductible] [Subject to Policy Year Deductible]
clinic or office visits for treatment of an or or
lliness or Injury) [Subject to Preferred Provider [Subject to Non-Preferred Provider
Deductible] Deductible]
or or

[Deductible waived]
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Diagnostic Exams, Labs and X-rays

Limited to Maximum of $5,000 per
Policy Year

Chemical Dependency Benefits***

Inpatient Hospital Expense limited to
Maximum of 5 days per Policy Year

Outpatient Expense limited to
Maximum of 40 visits per Policy Year

Mental Health Services

Inpatient Hospital Expense limited to
Maximum of 5 days per Policy Year

Outpatient Expense limited to Maximum

of 40 visits per Policy Year

Emergency Care Benefit

*%* Unless waiver attached

[100%] [90%]

[Subject to Policy Year Deductible]
or
[Subject to Preferred Provider
Deductible]
or
[Subject to Per Visit Deductible]
or
[Deductible waived]

[100%] [90%]

[Subject to Policy Year Deductible]
or
[Subject to Preferred Provider
Deductible]
or
[Subject to Per Visit Deductible]
or
[Deductible waived]

[100%] [90%]

[Subject to Policy Year Deductible]
or
[Subject to Preferred Provider
Deductible]
or
[Subject to Per Visit Deductible]
or
[Deductible waived)

[100% ] [90%]

[Subject to Policy Year Deductible]
or
[Subject to Preferred Provider
Deductible]
or
[Subject to Per Visit Deductible]
or
[Deductible waived]

80%

[Subject to Policy Year Deductible]
or
[Subject to Non-Preferred Provider
Deductible]
or
[Deductible waived]

80%

[Subject to Policy Year Deductible]
or
[Subject to Non-Preferred Provider
Deductible]
or
[Deductible waived]

80%

[Subject to Policy Year Deductible]
or
[Subject to Non-Preferred Provider
Deductible]
or

[Deductible waived] .

[100% ] [80%]

[Subject to Policy Year Deductible]
or
[Subject to Preferred Provider
Deductible]
or
[Subject to Per Visit Deductible]
or
[Deductible waived]
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Maternity Benefit

Preventive Care Benefit

Policy Year Deductible waived.

Includes Childhood Immunizations,

pap tests, Low-Dose Mammography
for female insureds age 35 and over,
colo-rectal screening, prostate cancer

screening, and vision/hearing testing

for children under the age of 19.

Well Child Care

(except for services covered under
the Preventive Care Benefit)

Annual Physical Examination

(except for services covered under
the Preventive Care Benefit)

[100%) [90%]

[Subject to Policy Year Deductible]
or

[Subject to Preferred Provider

Deductible]
or

[Subject to Per Visit Deductible]
or

[Deductible waived]

100%
No Deductible

[100%] [90%]

[Subject to Policy Year Deductible]
or

[Subject to Preterred Provider

Deductible]
or

[Subject to Per Visit Deductible]
or

[Deductible waived]

{100%] [90%]

[Subject to Policy Year Deductible]
or

[Subject to Preferred Provider

Deductible]
or

[Subject to Per Visit Deductible]
or

[Deductible waived]

80%

[Subject to Policy Year Deductible]
or
[Subject to Non-Preferred Provider
Deductible]
or
[Deductible waived]

100%

No Deductible

80%

[Subject to Policy Year Deductible]
or
[Subject to Non-Preferred Provider
Deductible]
or
[Deductible waived]

80%

[Subject to Policy Year Deductible]
or
[Subject to Non-Preferred Provider
Deductible]
or
[Deductible waived]
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Home Health Benefit [100%)] [90%] 80%
Limited to Maximum of 40 visits per [Subject to Policy Year Deductible] [Subject to Policy Year Deductible]
Policy Year or . or
[Subject to Preferred Provider [Subject to Non-Preferred Provider
Deductible] Deductible]
or or
[Deductible waived] [Deductible waived)]
Therapy Benefit [100%] [90%] 80%
Limited to Maximum of 40 visits per [Subject to Policy Year Deductible] [Subject to Policy Year Deductible]
Policy Year for physical, occupational or or
and/or speech therapy [Subject to Preferred Provider [Subject to Non-Preferred Provider
Deductible] Deductible]
(includes diagnostic services) or or
[Subject to Per Visit Deductible] [Deductible waived]
or
[Deductible waived]
[PRESCRIPTION DRUG CARD PROGRAM
Plan pays 100% after Deductible
Deductible
Generic drug or Name
Brand drug if less than
Generic drug - [$ 8] per prescription or refill
Name Brand drug - [{$12] per prescription or refill]
or
[PRESCRIPTION DRUG BENEFIT
Percentage Payable [50%)
Subject to the Policy Year Deductible]
12/09/93
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Figure 26

POLICY DEFINITIONS
PREVENTIVE AND PRIMARY CARE BENEFIT PLAN

Affiliated Employer means a person connected by commonality of ownership
with a small employer. The term includes a person that owns a small
employer, shares directors with a small employer, or is eligible to file a
consolidated tax return with a small employer.

Ambulatory Surgical Center means an appropriately licensed institution or
facility, either free-standing or as part of a Hospital, with permanent facilities
equipped and operated for the primary purpose of performing surgical
procedures and to which a patient is admitted and discharged from within a
twenty-four (24) hour period.

Beneficiary means the person you designate to receive any unassigned
benefits that are paid after your death.

[Certificate of Insurance means the individual cerificate issued to the
Insured Person which describes the coverage provided by the Policy.]

Chemicai Dependency means the abuse of or psycholegical or physical
dependence on or addiction to alcohol or a controlled substance.

Chemical Dependency Treatment Center means a facility which provides a
program for the treatment of Chemical Dependency pursuant to a written
treatment plan approved and monitored by a Physician and which facility is
also:

1. affiliated with a Hospital under a contractual agreement with an
established system for patient referral; or

2. accredited as such a facility by the Joint Commission on
Accreditation of Hospitals; or

3. licensed as a chemical dependency treatment program by the
Texas Commission on Alcohol or Drug Abuse; or

4. licensed, certified, or approved as a chemical dependency

treatment program or center by any other state agency having
legal authority to so license, certify, or approve.

2055 DEF.PP
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Child means the unmarried:

1. natural Child of the Insured Person including a newborn Child;
adopted Child including a Child who the Insured Person is
seeking to adopt;

3. natural Child or adopted Child of the Insured Person's spouse -
provided the Child resides with the Insured Person.

Childhood Immunizations means a test for tuberculosis, immunization and re-
immunization against diphtheria, pertussis, tetanus, poliomyelitis, Haemophilus
influenzae type b, measles, mumps, rubella, and hepatitis B.

Complication of Pregnancy means:

1. conditions, requiring Hospital confinement (when the pregnancy
is not terminated), whose diagnoses are distinct from pregnancy
but are adversely affected by pregnancy, including but not limited
to, acute nephritis, nephrosis, cardiac decompensation, missed
abortion, and similar medical and surgical ccnditions of
comparabie severity, but shall not include false labor, occasional
spotting, Physician prescribed rest during the period of
pregnancy, morning sickness, hyperemesis gravidarum, pre-
eclampsia and similar conditions associated with the
management of a difficult pregnancy but not constituting a
nosologicaily distinct Cornplication of Pregnancy; and

2. non-elective cesarean section, termination of ectopic
pregnancy, and spontaneous termination of pregnancy, occurring
during a period of gestation in which a viable birth is not possible.

[For Chapter 20 Companies only:

Contracting Facility means a Hospital, a Facility Other Provider or any other
facility that We have a written contract with to provide care, services or supplies
that are covered by the Policy. A Contracting Facility also means a Hospital or
Facility Other Provider located outside of Texas, that another insurance
company has a contract with that allows us to use its facilities.]

Cosmetic Surgery means surgery that is primarily for the purpose of improving
appearance and does not, other than incidentally, correct or improve a
functional impairment.

12/09/93 ‘
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Dependent means:

a spouse;

a newborn Child;

a Child under the age of 19 years;

a Child who is a full-time student under the age of 23 years and
who is financially dependent upon the parent;

a Child of any age who is medically certified as disabled and
dependent on the parent;

an adopted Child,

a grandchild who is your dependent for federal income tax
purposes.

PON~

o

No

Educational means that the primary purpose of the service or supply is to
provide the Insured Person with any of the following: training in the activities of
daily living; instruction in scholastic skills such as reading and writing;
preparation for an occupation; or treatment for learning disabilities.

"Training in the activities of daily living does not include training directly related
to treatment of lliness or Injury that resulted in a loss of a previously
demonstrated ability to perform those activities.

Employee means you, the principal insured, hereafter referred to as "you".

Employer means an individual, corporation, partnership, association, or other
private legal entity that is actively engaged in business and that on at least 50
percent of its working days during the preceding calendar year, employed at
least three but not more than 50 Eligible Employees, including the Employees
of an Affiliated Employer, the majority of whom were employed in this state.
[Employer includes Employer members of an association that meets the criteria
defined above.]
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Experimental or Investigational means We determine that one or more of the
following is true:

1.

The service or supply is under study or in a clinical trial to -
evaluate its toxicity, safety or efficacy for a particular diagnosis or
set of indications. Clinical trials include but are not limited to
phase |, Il and lll clinical trials.

The prevailing opinion within the appropriate specialty of the
United States medical profession is that the service or supply
needs further evaluation for the particular diagnosis or set of
indications before it is used outside clinical trials or other research
settings.

We will determine if this item 2. is true based on:

a. Published reports in authoritative medical literature;
and

b. Regulations, reports, publications and evaluations
issued by government agencies such as the
Agency for Health Care Policy and Research, the
National Institutes of Health, and the FDA.

In the case of a drug, a device or other supply that is subject to
FDA approval:

a. It does not have FDA approval; or

b. It has FDA approval only under its Treatment .
Investigational New Drug regulation or a similar regulation;
or

12/09/93 ‘
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C. It has FDA approval, but it is being used for an indication or
at a dosage that is not an accepted off-label use. Uniabled
uses of FDA-approved drugs are not considered
Experimental or Investigational if they are determined to
be:

i) included in one or more of the following medical
compendia: The American Medical Association
Drug Evaluations, The American Hospital Formulary
Service Drug Information, The United States
Pharmacopeia Information and other authoritative
compendia as identified from time to time by the
Secretary of Health and Human Services, or

ii) can be established based on supportive clinical
evidence in peer-reviewed medical publications.

4, The provider's institutional review board acknowledges that the
use of the service or supply is Experimental or Investigtional and
subject to that board's approval.

5. Research protocols indicate that the service or supply is
Experimental or Investigational. This item 5. applies for protocols
used by the Insured Person's provider as well as for protocols
used by other providers studying substantially the same service or

suppiy.

Generic means drugs not protected by a trademark registration.
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Health Benefit Plan means a group, blanket, or franchise insurance policy, a
certificate issued under a group policy, a group hospital service contract, or a
group subscriber contract or evidence of coverage issued by a health
maintenance organization that provides benefits for health care services. The
term does not include:

accident-only, credit or disability insurance coverages;

specified disease coverage or other limited benefit policies;

coverage of Medicare services under a federal contract;

Medicare Supplement and Medicare Select policies regulated in

accordance with federal law;

long-term care, dental care, or vision care coverages;

coverage provide by a single service health maintenance

organization;

insurance coverage issued as a supplement to liability insurance;

insurance coverage arising out of a workers' compensation

system or similar statutory system;

9. automobile medical payment insurance coverage;

10.  jointly managed trusts authorized under 29 U.S.C. Section 141 et
seq. that contain a plan of benefits for employees that is
negotiated in a collective bargaining agreement governing
wages, hours, and working conditions of the employees that is
authorized under 29 U.S.C. Section 157;

11, hospital corfinement indemnity coverage; or

12.  reinsurance contracts issued on a stop-loss, quota-share, or

similarbasis.

rpOND =

o o
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{Hospital means:

1. a facility that

a. is licensed as a Hospital and operated pursuant to law;

b. is primarily engaged in providing or operating either on its
premises or in facilities available to the Hospital on a
contractual prearranged basis and under the supervision
of a staff of one or more duly licensed Physicians, medical
diagnostic and major surgery facilities for the medical care
and treatment of sick or injured persons on an
inpatient basis for which a charge is made;

C. provides 24-hour nursing service by or under the
supervision of a registered graduate professional nurse
(R.N.);

d. maintains and operates a minimum of five beds;

e. has x-ray and laboratory facilities either on the premises or
available on a contractual prearranged basis;

f. maintains permanent medical history records; or

2. a facility that

a. is accredited by the Joint Commission on Accreditation of
Healthcare Organizations and

b. offers medical therapeutic, and psychiatric care for the ’

treatment of Chemical Dependency.

The major surgery facility requirement is hereby waived for facilities that
specialize in treating the mentally ill.

Hospital does not mean convalescent, nursing, rest or extended care facilities
or facilities operated exclusively for treatment of the aged, whether such
facilities are operated as a separate institution or as a section of an institution
operated as a Hospital.]

lliness means sickness, disease, pregnancy, or Complications of Pregnancy
that are first manifested after the Effective Date of insurance and while the
Policy is in force.

Injury or Accidental Injury means accidental bodily Injury sustained by an
Insured Person that is the direct cause of the loss independent of disease,
bodily infirmity ar any other cause and occurs while the Policy is in force.

Insured Person means you and/or your Dependents, if insured under the
Policy.
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Low-Dose Mammography means the X-ray examination of the breast using

equipment dedicated specifically for mammography including the X-ray tube,

filter, compression device, screens, films, and cassettes, with an average

radiation exposure delivery of less than one rad mid breast, with two views for -
each breast.

Medically Necessary means the Covered Services prescribed by your
Physician, Provider, or Other Health Care Practitioner to diagnose or treat an
Injury or lliness and is known to be safe and effective by the majority of
licensed practitioners to diagnose or treat that Injury or lliness. Such services

must be:

1. Performed in the least costly setting available where the services
and treatments can be safely and appropriately provided;

2. Not provided primarily for the convenience of you, your
Physician, or the facility providing the service;

3. Consistent with professionally recognized standards of care with
respect to quality, frequency and duration;

4. Not primarily Educational, Experimental or Investigative; and

5. Consistent with your symptoms, diagnosis or treatment.

[For Chapter 20 Companies Only:
Noncontracting Facility means a Hospital, a Facility Other Provider or any
other facility that We do not have a written contact with.]

Physician means a duly licensed Doctor of Medicine (M.D.) or Doctor of
Osteopathy (D.O.) other than an Insured Person or a person related to the
Insured Person, who is practicing within the scope of his or her license.

[Policyholder means the Employer.]
[Policyholder means the Association.]
[Policyholder means the Trustee of a Multiple Employer Trust.]

[Policy Year means a 365 day period that begins on the Policy's Effective

Date.]
[Policy Year means a period of one full calendar year.]
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[Preexisting Condition means a disease or condition:

1. for which medical advice, diagnosis, care or treatment was
recommended or received during the six months before the
Effective Date of coverage; or

2. that would have caused an ordinary, prudent person to seek
medical advice, diagnosis, care or treatment during the six
months before the Effective Date of coverage

In addition, Preexisting Condition also includes any pregnancy existing on the
Effective Date.]

Provider or Other Health Care Practitioner means a duly licensed or certified
practitioner of the healing arts including, but not limited to, a Physician's
assistant or an advanced nurse practitioner, who is acting within the scope of
said license or certificate.

Reasonable and Customary means the usual charge made by a group, entity,
or person who renders or furnishes Covered Services, treatments or supplies;
provided the charge is not in excess of the general level of charges made by
others who render or furnish the same or similar services, treatments or
supplies to persons:

1. who reside in the same geographical area; and
2. whose lliness or Injury is comparable in nature and severity.

You may provide your own estimate of the Reasonable & Customary charge by
surveying providers in your area and request that We reconsider Our
determination.

Schedule of Benefits means the benefit schedule set forth in the Policy or
Certificate.

Serious Mental lllness means:

schizophrenia;

paranoid and other psychotic disorders;

bipolar disorders (mixed, manic and depressive);

major depressive disorders (single episode or recurrent); and
schizo-affective disorders (bipolar or depressive).

U ol
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Figure 27

BENEFITS PROVIDED
Preventive and Primary Care Benefit Plan -

If you or your Dependent incur expense for Covered Services while covered
under the Policy, We will pay a percentage of that Eligible Expense after the
Deductible is satisfied. We will pay up to the Maximums for each Insured
Person. The Percentage Payable, Deductible, and Maximums are shown in the
Schedule of Benefits.

Deductible means the amount of Eligible Expenses shown in the Schedule of Benefits
for each Insured Person for which We will pay no benefits during each Policy Year.

Copayment means, after the Deductible has been met, the amount you must
pay for Eligible Expenses under the Policy. Copayment does not include any

services or charges which are not covered under the Policy, the Deductibie, or
Covered Services under any attached rider.

The Individual Policy Year Copayment Maximum for an Insured Person is
$1,000. After the Copayments for an Insured Person equal $1,000 in one Policy
Year, the Percentage Payable will increase to 100% for the remainder of that
Policy Year.

The Family Policy Year Copayment Maximum for Insured Persons within one
family is $3,000. If Copayments for you and your Dependents equal $3,000 in
one Policy Year, the Percentage Payable for those Insured Persons within that
family will increase to 100% for the remainder of the Policy Year. No Insured
Person will be required to satisfy more than the Individual Policy Year
Copayment Maximum.

Policy Year Maximum means the maximum benefit payable per Insured Person in a
Policy Year.

Lifetime Maximum means the maximum benefit payable per Insured Person's
litetime.

2055 BEN.PP
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Eligible Expenses are charges for Covered Services to the extent that they are:

1. not in excess of the Reasonabie anu Customary charge for the
treatment, service, or supply and

a. Medically Necessary for the diagnosis or treatment of an
lliness or Injury; or
b. covered preventive care services; and

2. covered by the Policy.

Covered Services are:
1. Inpatient Hospital services for up to five days per policy year for:
a. Daily room and board and general nursing services in an amount

equal to the average semi-private rcom rate. Charges made by a
Hospitai for a private room will be considered an Eligible Expense
in the amount not greater than the average semi-private room rate;

b. Confinement in an intensive care or cardiac care unit to a
maximum of three times the average semi-private room rate;

c. Miscellaneous hospital services and supplies including, but not
limited to, operating room, recovery room, surgical dressings,
casts, splints, trusses, braces, initial artificial limbs or eyes, blood
when not replaced and its administration.

2. Hospital outpatient services including surgical services and supplies
provided by an Ambulatory Surgical Center or Hospital outpatient facility.

3. Services by Physicians, Providers or Other Health Care Practitioners for
diagnosis, treatment and surgery of an lliness or Injury.

4, Physician services for an operation or the repair of a dislocation or
fracture.

5. Assistant surgery fee (not to exceed 25% of the primary surgeon's fee for
any one assistant) when the procedure requires an assistant surgeon(s)
due to medical necessity.

6. anesthesia and its administration.
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7. Physical therapy performed by a qualified licensed physical therapist,
occupational therapy performed by a qualified licensed occupational
therapist, or speech-language therapy performed by a qualified licensed Py
speech-language pathologist.

Covered Services include outpatient diagnostic services and outpatient
treatment visits. A Policy Year maximum of 40 outpatient treatment visits
will be provided for any physical therapy, cccupational therapy and/or

speech therapy.
8. Emergency Care services including:
a. inpatient Hospital services;
b. outpatient Hospital services;
c. professional ground or air ambulance services for transportation to
nearest Hospital equipped to treat the lliness or Injury;
d. Physician services for an operation, or the repair of a dislocation or

fracture; including the services of an assisting surgeon;

e. anesthesia and its administration; and

f. services for medical care provided by a Physician, Provider or
Other Health Care Practitioner (if not included in d).

Emaergency Care means bona fide emergency services provided after the
sudden onset of a medical condition manifesting itself by acute symptoms
of sufficient severity, including severe pain, such that the absence of
immediate medical attention could reasonably be expected to result in:

1. placing the Insured Person's health in serious jeopardy;
2. serious impairment to bodily functions; or
3. serious dysfunction of any bodily organ or part.

9. Diagnostic examinations, lab and x-rays services including imaging
services, pathology, radiology, and the related interpretations up to a
Policy Year maximum benefit of $5,000.

10.  Maternity-related care, including prenatal, delivery, postnatal care, high-
risk pregnancy care, and Complications of Pregnancy and the initial well
child expenses of a newborn Child.
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11.

Home health care services under a plan of care established, approved in
writing, and reviewed at least every two months by the attending
Physician and certified by the attending Physician that hospitalization or
confinement in a Skilled Nursing Facility would otherwise be required.
Services include:

a. skilled nursing by a registered nurse or licensed vocational nurse
under the supervision of at least one registered nurse and at least
one Physician;

b. physical, occupational, speech, or respiratory therapy;

C. service of a home health aide under the supervision of a registered
nurse; and

d. the furnishing of medical equipment and medical supplies other

than drugs and medicines.

The comprehensive limitations listed in the Policy will apply to home
health care services. In addition, comprehensive covered charges will not
include charges for:

a. services or supplies not included in the home health care plan;

b. services of any person who normally lives in your home is a
member of the Insured Person's Immediate Family (you, your
spouse, your parent, brother or sister;

C. custodial care (services or supplies provided to assist a person in
daily living...e.g., meals and personal grooming);.or
d. transportation services.

Covered home health care services are limited to a maximum of 40 visits
per Policy Year. A visit by a nurse or therapist will be considered one
visit, four hours of home health aide service is considered one visit, and
each four hours or portion of that period for additional home health aide
service is considered one visit.

We may waive the Policy Year limit on home health services if the waiver
will result in less expensive treatment and the Insured Person and the
Insured Person's Physician agree to an alternate plan of care. Any
benefits paid under this provision will continue to be subject to the other
maximums shown in the Schedule of Benefits.
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12.

13.

14.

Mental Health Services (including Serious Mental lliness) for:

a. outpatient evaluation;
b. crisis intervention; and
C. services for treatment.

Benefits will be limited to:

a. eligible inpatient Hospital services for up to five (5) days per Policy
Year; and

b. outpatient services limited to 40 visits per Policy Year.

Evaluation and treatment for Chemical Dependency limited to:

a. eligible inpatient services in a Hospital or a Chemical Dependency
Treatment Center for up to five days per Policy Year including:

1. room and board; and
2. miscellaneous services and supplies, and
b. outpatient treatment for a maximum of 40 visits per Policy Year.

Well child care including but not limited to:

a. ophthalmologic examination for infants at risk for. eye problems;

b. child health supervision services by, or supervised by, a Physician
at the following intervals: birth, 2 months, 4 months, 6 months,
9 months, 12 months, 18 months, 2 years, and annually thereatter,

Covered child health supervision services include:

history;

physical examination;

developmental assessment;
anticipatory guidance;

appropriate Childhood Immunizations;
laboratory testing;

hearing and vision screening.

NOoOOhAWN =

Charges for Childhood Immunizations will be payable at 100% of the
Reasonable and Customary charges and the Deductible and
Copayment will be waived. Remaining covered well child care services
will be payable as shown on the Schedule of Benefits.
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15.

16.
17.

In addition, Covered Services will include annual vision and hearing
testing for any covered Child under the age of 19. Eligible Expenses will
be payable at 100% of the Reasonable and Customary charges and the
Deductible and Copayment will be waived. )

Rental or purchase price, at Our option, of durable medical equipment
required for therapeutic use, including repairs and necessary
maintenance of purchased equipment, not otherwise provided for under a
manufacturer's warranty or purchase agreement;

Oxygen and the rental of equipment for its administration;

One annual physical examination. Services include:

a. history,
b. physical examination;
c. laboratory and x-rays including pap tests, colo-rectal screening,

and prostate cancer screening.

Eligible Expenses for pap tests, colo-rectal screening, and prostate
cancer screening will be payable at 100% of the Reasonable and
Customary charges and the Deductible and Copayment will be waived.
Remaining Covered Services included in an annual physical examination
will be payable as shown on the Schedule of Benefits.

In addition, Covered Services will include one annual screening by Low-
Dose Mammography for any female insured age 35 and over. Eligible
Expenses will be payable at 100% of the Reasonable and Customary
charge and the Deductible and Copayment will be waived.
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Figure_ 28

EXCLUSIONS AND LIMITATIONS
PREVENTIVE AND PRIMARY CARE BENEFIT PLAN

The Policy does not cover expenses incurred resulting from:
a. Any service or supply which is not Medically Necessary.

b. Charges for treatment, services and supplies that are Experimental or
Investigational in nature.

C. Any expense which is in excess of the Reasonable and Customary
charges.

d. Any charge for services or supplies that is not within the scope of
authorized practice of the institution or person rendering the services or
supplies.

e. Any treatment provided by any Immediate Family Member (you, your
spouse, your parent, brother, or sister) or provided by your Employer.

. Any loss, expense or charge resulting from the Insured.Person's
participation in a riot or inciting a riot.

g. Any loss to which a contributing cause was the Insured Person's being
engaged in an illegal occupation or felonious activity.

h. Any act of war, declared or undeclared.
i. Or during active service in the Armed Forces or auxiliary units. Upon

receipt of written request, a prorata refund of premiums will be provided
for the period an Insured Person is in the military service on full-time

active duty.
J- Injury or lliness arising out of employment for wage or profit.
2055 EXC.PP
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Reversal of sterilization, or medical care or surgery to change gender.
[Insert language, if applicable, regarding elective abortion.]

Cosmetic Surgery, unless due tc an Accidental Injury or lliness occurring
while covered under the Policy, to reconstructive surgery following
covered surgery, or to repair a congenital defect of a newborn Child.
Surgery performed to treat a mental, emotional or nervous disorder
through change in appearance is considered Cosmetic Surgery for
purposes of this exclusion.

Any services or supplies provided for reduction of obesity or weight,
including surgical procedures, even if the Insured Person has other health
conditions which might be helped by a reduction of obesity or weight.

Charges incurred outside the United States if the Insured Person traveled
to the location for the purposes of receiving medical services, drugs or
supplies.

Care received in Veterans Administration hospitals for service connected
disabilities.

Services or treatment provided in a government hospital unless there is a
legal obligation to pay. This does not exclude coverage for treatment of
mental health and mental retardation provided by a tax supported
institution of the State of Texas, including community centers for mental
health and mental retardation services, provided charges are regularly
and customarily charged to non-indigent patients.

Services or treatment for which the Insured Person is not legally required .
to pay.

Personal items sueh as TV, admitting kits, cots for family members, guest
meals and other items which are not Medically Necessary.

Any dental services or supplies except as necessitated by Accidental
Injury. Covered Services must be provided within 12 months of the date
of Injury. injuries caused by chewing or biting down are excluded.

Eyeglasses, contact lenses, hearing aids or the examination for
prescription or fitting (unless otherwise covered under a preventive care
benefit).

Any service or supply to eliminate or reduce a dependency on or addiction
to tobacco.
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aa.

bb.

CC.

dd.

g9.

hh.

Charges for prescription drugs or pharmaceuticals except when a covered
service provided by a Hospital or Ambulatory Surgical Center or if
Prescription Drug Benefit Rider is attached.

Any service or supply associated with an autopsy or postmortem
examination unless requested by Us.

Private duty nursing services, except for covered home health care
services.

Any service or supply in connection with the diagnosis or treatment of
infertility and any form or attempt of artificial fertilization or implantation,
including artificial insemination, in-vitro fertilization, and gamete intra-
fallopian transfer.

Any service or supply in connection with any transplant.

Any arch supports; orthopedic shoes; or support hose; or similar type
devices/appliances regardless of intended use.

Room and board charges incurred during a Hospital admission for
diagnostic or evaluation procedures unless the tests could not have been
performed on an outpatient basis without adversely affecting the Insured
Person's physical condition or the quaiity of medical care provided.

Transportation, except for local ground ambulance service or air
ambulance service to nearest Hospital equipped to treat the liiness or .
Injury as needed for Emergency Care.

Any service or supply for the diagnosis or treatment of temporomandibular
joint dysfunction, unless due to Accidental Injury occurring while covered under the Polic

Any service or supply received by an Insured Person as a result of or in
connection with a court order, unless otherwise a Covered Service.

Any service ar supply in connection with routine foot care, including the
removal of warts, corns, or calluses, the cutting and trimming of toenails,
or foot care for flat feet, fallen arches and chronic foot strain in the
absence of severe systemic disease.

Any medical social services or vocational counseling.

Any services or supplies provided as, or in conjunction with, chelation
therapy, except for treatment of acute metal poisoning.
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[For Chapter 20 companies only:
ji- Any services or supplies furnished by a Noncontracting Facility, except for
‘ treatment of emergencies.

kk.  Any services or supplies furnished by a Contracting Facility if that Facility
has not been approved by us to provide those services or supplies.]
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Figure 29
PRESCRIPTION DRUG BENEFIT RIDER -
This rider is made a part of the Policy/Certificate to which it is attached. The

rider is subject to all provisions, terms, definitions and limitations of the Policy
which are not in conflict with the provisions of this rider.

DEFINITIONS:

Generic means a drug not protected by a registered trademark.

Name Brand means a drug protected by a registered trademark.
BENEFITS:

[Fifty percent (50%)] of the following prescription expenses are paid when

dispensed by a licensed pharmacist for use by you or your Dependent, while
covered under this rider:

1. Drugs and medicines, which by law, can only be obtained with a
Physician's written prescription;

2. Injectable insulin prescribed by a Physician;

3. Formulas necessary for the treatment of Phenylketonuria or other

heritable diseases when ordered by a Physician;
4. Oral contraceptives, regardiess of their intended use.

Copayment for covered prescription expenses do not help satisfy any Policy
Year Copayment Maximum.

Charges for Name Brand drugs will only be covered if there is no Generic drug
available or if the Physician, Provider or Other Health Care Practitioner
specifically prescribes a Name Brand drug for the Insured Person and Generic
selection is not permitted or if cost of Name Brand drug is less than cost of the
Generic drug.

EXCLUSIONS:

To the extent there is not a conflict, the limitations and exclusions of the Policy apply to
this rider. In addition to the limitations and exclusions of the Policy, the fcllowing
limitations and exclusions apply:

2055 PDR

12/09/93

18 TexReg 9478  December 17, 1993  Texas Register ¢



1

We will not pay benefits for any of the following:

1.

10.

11.

12.

13.

Drugs or medications which can be lawfully obtained without a
Physician's prescription, except insulin;

Any charge incurred for the administration of prescription drugs or
injectable insulin by a Physician, Provider or Other Health Care
Practitioner; ’

Drugs and substances which are Experimental or Investigational in
nature; :

Drugs taken or given while you or your Dependent are confined on

" an inpatient or outpatient basis in a Hospital, extended care facility,

nursing home or similar institution that has a facility for providing
drugs;

Refill of a prescription for more than the number of times specified
by the Physician; or refill dispensed after one year from the order of
the Physician;

Any quantity of drugs or medicines dispensed which, when taken
according to the direction of the Physician, exceed a 34-day supply
or 100 unit dose, whichever is greater;

Vitamins, prescription vitamins (except prenatal prescription
vitamins), dietary supplements (except for Phenylketonuria or other
heritable diseases), cosmetic, health and beauty aids;

Charges for drugs in excess of the Reasonable & Customary
charges in the area where the drugs are dispensed;

Therapeutic devices or appliances including hypodermic needles or
syringes, support garments and other non-medical items
regardless of their intended use;

Rogaine when prescribed for hair loss;

Retin-A, except when used to treat acne in persons age 25 and
under; -

Smoking cessation products;

Blood and blood plasma;
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14.  Appetite suppressants or any other drugs prescribed for weight
loss;

16.  Contraceptive devices, infertility medications, and injectable drugs, P
except insulin;

16. Biological sera;

17.  Drugs or medications prescribed for an Injury or lliness arising out
of employment;

18.  Drugs or medications furnished by any government organization or
agency unless there is an unconditional legal obligation on the part
of the Insured Person to pay such expense, except Medicaid.

The benefits under this rider will be provided in consideration of the payment of
the premium for this rider.

TERMINATION:
This Rider will terminate upon the earlier of:
1. The date the Policy terminates; or

2. On the first premium due date following Our receipt of the Insured
Person's written request that this Rider be terminated.
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Figure 31
SCHEDULE OF BENEFITS
IN-HOSPITAL BENEFIT PLAN
(PPGC Plan) -

[Hospital Deductible Per One Period of Hospital
Confinement or Hospital Non-Preferred
Provider Deductible Per One Period of

Hospital Confinement] [$100] [$250]
[Hospital Preferred Provider Deductible Per One
Period of Hospital Confinement) [ ]
Policy Year Copayment Maximum [$ 2,000] [$5,000] (per individual)

[Preferred Provider and Non-
Preferred Provider Combined]

Policy Year Maximum Benefit $ 100,000 (per individual)
Lifetime Maximum Benefit $1,000,000 (per individual)
COVERED SERVICES PERCENTAGE PAYABLE PERCENTAGE PAYABLE
PPO NON-PPO
Inpatient Hospital Expense Benefit  [100%)] [90%)] [80%] [80%] [70%] .
[Subject to Hospital Deductible] {Subject to Hospital Deductible]
or or
[Hospital Deductible per "~ [Subject to Hospital Non-
confinement waived when Preferred Provider Deductible]
confined in Preferred Provider or
hospital] [Deductible waived]
or )
[Subject to Hospital Preferred
Provider Deductible]

2055 SCHPO.IH
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Mental lliness or Chemical
Dependency

Jutpatient Follow-up Care

(Eligible Expenses limited to 90

days after the date of
discharge)

[80%) [70%]

[Subject to Hospital Deductible]
or
[Hospital Deductible per
confinement waived when
confined in Preferred Provider
Hospital]
or
[Subject to Hospital Preferred
Provider Deductible]

[100%) [90%)] [80%])

[Supplementary Accidental Injury Benefit Rider

(Eligible Expenses must be incurred
within 90 days of the Injury) }

50%

[Subject to Hospital Deductible]
or
[Subject to Hospital Preferred
Provider Deductible]
or
[Deductible waived]

[80%) [70%)}

$ 500
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Figure 34
POLICY DEFINITIONS

IN-HOSPITAL BENEFIT PLAN

Affiliated Employer means a person connected by commonality of ownership
with a small employer. The term includes a person that owns a small employer,
shares directors with a small employer, or is eligible to file a consolidated tax
return with a small employer.

Beneficiary means the person you designate to receive any unassigned benefits
that are paid after your death.

[Certificate of Insurance means the individual certificate issued to the Insured
Person which describes the coverage provided by the Policy.]

Chemical Dependency means the abuse of or psychological or physical
dependence on or addiction to alcohol or a controlled substance.

Child means the unmarried:

1. natural Child of the Insured Person including a newborn Child;

2. adopted Child including a Child who the Insured Person is seeking
to adopt;

3. natural Child or adopted Child of the Insured Person's spouse

provided the Child resides with the Insured Person.

Complication of Pregnancy means:

1. conditions, requiring Hospital confinement (when the pregnancy is
not terminated), whose diagnoses are distinct from pregnancy but
are adversely affected by pregnancy, including but not limited to,
acute nephritis, nephrosis, cardiac decompensation, missed
abortion, and similar medical and surgical conditions of comparable
severity, but shall not include false labor, occasional spotting,
Physician prescribed rest during the period of pregnancy, morning
sickness, hyperemesis gravidarum, pre-eclampsia and similar
conditions associated with the management of a difficult pregnancy
but not constituting a nosologically distinct complication of
pregnancy; and

2. non-elective cesarean section, termination of ectopic pregnancy,
and spontaneous termination of pregnancy, occurring during a
period of gestation in which a viable birth is not possible.

2055 DEF.IH
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Confinement or Confined means admission or admitted as a reglstered bed-
patient in a Hospital upon the advice of a Physician.

[For Chapter 20 Companies only:

Contracting Facility means a Hospital, a Facility Other Provider or any other
facility that We have a written contract with to provide care, services or supplies
that are covered by the Policy. A Contracting Facility also means a Hospital or
Facility Other Provider located outside of Texas, that another insurance company
has a contract with that allows us to use its facilities.]

Cosmetic Surgery means surgery that is primarily for the purpose of improving
appearance and does not, other than incidentally, correct or improve a functional
impairment.

Dependent means:

a spouse;

a newborn Child;

a Child under the age of 19 years;

a Child who is a full-time student under the age of 23 years and who
is financially dependent upon the parent;

a Child of any age who is medically certified as disabled and
dependent on the parent;

6. an adopted Child,

7. a grandchild who is your dependent for federal income tax purposes

hpON

o

Educational means that the primary purpose of the service or supply is to
provide the Insured Person with any of the following:

1 training in the activities of daily living;

2 instruction in scholastic skills such as reading aud writing;
3. preparation for an occupation; or

4 treatment for learning disabilities.

"Training in the activities of daily living" does not include training directly related
to treatment of lliness or Injury that resulted in a loss of a previously
demonstrated ability to perform those activities.

In addition, in the case of a Hospital stay, charges will be considered
"Educational” to the extent that We determine them to be allocable to the
scholastic education or vocational training of the Insured Person.

Employee means you, the principal insured, hereafter referred to as "you".
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Employer means an individual, corporation, partnership, association, or other
private legal entity that is actively engaged in business and that on at least 50
percent of its working days during the preceding calendar year, employed at least
three but not more than 50 eligible employees, including the employees of an
Affiliated Employer, the majority of whom were employed in this state. [Employer
includes Employer Members of an Association that meets the criteria defined
above.]

Experimental or Investigational means We determine that one or more of the
following is true:

1. The service or supply is under study or in a clinical trial to evaluate
its toxicity, safety or efficacy for a particular diagnosis or set of
indications. Clinical trials include but are not limited to phase |, Il
and lll clinical trials.

2. The prevailing opinion within the appropriate specialty of the United
States medical profession is that the service or supply needs further
evaluation for the particular diagnosis or set of indications before it
is used outside clinical trials or other research settings.

We will determine if this item 2. is true based on:

a. Published reports in authoritative medical literature;
and
b. Regulations, reports, publications and.evaluations

issued by government agencies such as the Agency
for Health Care Policy and Research, the National
Institutes of Health, and the FDA.

3. In the case of a drug, a device or other supply that is subject to FDA
approval.
a. it does not have FDA approval; or
b. It has FDA approval only under its Treatment Investigational
New Drug regulation or a similar regulation; or
C. it has FDA approval, but it is being used for an indication or

at a dosage that is not an accepted off-label use. Unlabled

uses of FDA-approved drugs are not considered

Experimental or Investigational if they are determined to be:
i) included in one or more of the following medical
compendia: The American Medical Association Drug
Evaluations, The American Hospital Formulary
Service Drug Information, The United States
Pharmacopoeia Information and other authoritative
compendia as identified from time to time by the
Secretary of Health and Human Services, or
ii) can be established based on supportive clinical
evidence in peer-reviewed medical publications. ;5993
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The provider's institutional review board acknowledges that the use
of the service or supply is Experimental or Investigtional and subject
to that board's approval.

Research protocols indicate that the service or supply is
Experimental or Investigational. This item 5. applies for protocols
used by the Insured Person's provider as well as for protocols used
by other providers studying substantially the same service or

supply.

Health Benefit Plan means a group, blanket, or franchise insurance policy, a
certificate issued under a group policy, a group hospital service contract, or a
group subscriber contract or evidence of coverage issued by a health
maintenance organization that provides benefits for health care services. The
term does not include:

Lol o

o

o0 oON

11.
12.

accident-only, credit or disability insurance coverages;

specified disease coverage or other limited benefit policies;
coverage of Medicare services under a federal contract;

Medicare Supplement and Medicare Select policies regulated in
accordance with federal law;

long-term care, dental care, or vision care coverages;

coverage provided by a single service health maintenance
organization;

insurance coverage issued as a supplement to liability insurance;
insurance coverage arising out of a workers' compensation system
or similar statutory system;

automobile medical payment insurance coverage;

jointly managed trusts authorized under 29 U.S.C. Section 141 et
seq. that contain a plan of benefits for employees that is negotiated
in a collective bargaining agreement governing wages, hours, and
working conditions of the employees that is authorized under 29
U.S.C. Section 157;

hospital confinement indemnity coverage; or

reinsurance contracts issued on a stop-loss, quota-share, or similar
basis.
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[Hospital means:

1. a facility that
a. is licensed as a Hospital and operated pursuant to law; _
b. is primarily engaged in providing or operating either on its
premises or in facilities available to the Hospital on a —
contractual prearranged basis and under the supervision of a
staff of one or more duly licensed Physicians, medical
diagnostic and major surgery facilities for the medical care
and treatment of sick or injured persons on an inpatient basis
for which a charge is made;

C. provides 24-hour nursing service by or under the supervision
of a registered graduate professional nurse (R.N.);

d. maintains and operates a minimum of five beds;

e has x-ray and laboratory facilities either on the premises or
available on a contractual prearranged basis;

f. maintains permanent medical history records; or

2. a facility that
a. is accredited by the Joint Commission on Accreditation and

b. offers medical therapeutic, and psychiatric care for the
treatment of Chemical Dependency.

The major surgery facility requirement is hereby waived for facilities that
specialize in treating the mentally ill.

Hospital does not mean convalescent, nursing, rest or extended care facilities or
facilities operated exclusively for treatment of the aged, whether such facilities
are operated as a separate institution or as a section of an institution operated as
a Hospital.]

lliness means sickness, disease, pregnancy or Complications of Pregnancy that
are first manifested after the Effective Date of insurance and while the Policy is in
force.

Injury or Accidental Injury means accidental bodily injury sustained by an
Insured Person that is the direct cause of the loss independent of disease, bodily
infirmity or any other cause and occurs while you are an Insured Person.

Insured Persdn means you and/or your Dependents, if insured under the Policy.
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Medically Necessary means the Covered Services prescribed by your
Physician, Provider, or Other Health Care Practitioner to diagnose or treat an
Injury or lliness and is known to be safe and effective by the majority of licensed
practitioners who diagnose or treat that Injury or lliness. Such services must be:

1. performed in the least costly setting available where the services
and treatments can be safely and apprapriately provided,

2. not provided primarily for the convenience of you, your Physician,
or the facility providing the service,

3. consistent with professionally recognized standards of care with
respect to quality, frequency and duration;

4. not primarily Educational, Experimental or Investigative; and

5. consistent with your symptoms, diagnosis or treatment.

[For Chapter 20 Companies only:
Noncontracting Facility means a Hospital, a Facility Other Provider or any other
facility that We do not have a written contact with.]

One Period of Hospital Confinement means confinement within a Hospital as a
resident bed patient for the treatment of an Injury or Sickness. All periods of
Hospital confinement due to the same or related causes, not separated by [90],
[120], [150], [180] days shall be considered One Period of Hospital Confinement.

Physician means a duly licensed Doctor of Medicine (M.D.) or Doctor of
Osteopathy (D.0.) who is practicing within the scope of his or her license.

[Policyholder means the Employer.]
[Policyholder means the Association.]
[Policyholder means the Trustee of a Multiple Employee Trust.]

[Policy Year means a 365 day period that begins on the Policy's Effective Date.
[Policy Year means a period of one full calendar year.]

[Preexisting Condition means a disease or condition:

1. for which medical advice, diagnosis, care or treatment was
recommended or received during the six months before the
effective date of coverage; or

2. that would have caused an ordinary, prudent person to seek
medical advice, diagnosis, care or treatment during the six months
before the effective date of coverage.

In addition, a Preexisting Condition will include any pregnancy existing on
the Effective Date.}
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Provider or Other Health Care Practitioner means a duly licensed or certified
practitioner of the healing arts, including but not limited to a physician's assistant
or an advanced nurse practitioner, who is acting within the scope of said license
or certificate.

Reasonable and Customary means the usual charge made by a group, entity, -
or person who renders or furnishes Covered Services, treatments or supplies;

provided the charge is not in excess of the general level of charges made by

others who render or furnish the same or similar services, treatments or supplies

to persons:

1. who reside in the same geographical area; and
2. whose lliness or Injury is comparable in nature and severity.

You may provide your own estimate of the Reasonable and Customary charge by
surveying providers in your area and request that We reconsider Our
determination.

Schedule of Benefits means the benefit schedule set forth in the Policy or
Certificate.
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: Figure 36
EXCLUSIONS AND LIMITATIONS

IN-HOSPITAL BENEFIT PLAN
. The Policy does not cover expenses incurred resulting from:

a. Any service or supply which is not Medically Necessary.

b. Charges for treatment, services and supplies that are
Experimental or Investigational in nature.

C. Any expense which is in excess of the Reasonable and Customary
charges.

d. Any charge for services or supplies that is not within the scope of
authorized practice of the institution or person rendering the
services or supplies.

e. Reversal of sterilization, or medical care or surgery to change
gender. ¢
f. [Insert language, if applicable, regarding elective abortion.]
g. Any loss, expense or charge resulting from the Insured Person's active

participation in a riot or inciting a riot.

‘ h. Any loss to which a contributing cause was the Insured Person's
being engaged in an illegal occupation or felonious activity.

i. Any treatment provided by an Immediate Family Member (you,
_your spouse, your parent, brother or sister) or provided by the
Employer.

jo Any act of war, declared or undeclared.

k. Or during active service in the Armed Forces or auxiliary units.
Upon receipt of written request, a prorata refund of premiums will
be provided for the period an Insured Person is in the military
service on full-time active duty.

l. Injury or lliness arising out of employment for wage or profit.

2055 EXC.IH
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m.  Cosmetic Surgery, unless due to an Accidental Injury or lliness
occurring while covered under the Policy, to reconstructive surgery -
following covered surgery, or to repair a congenital defect of a
newborn Child. Surgery performed to treat a mental, emotional or
nervous disorder through change in appearance is considered a
Cosmetic Surgery for purposes of this exclusion.

n. Any services or supplies provided for reduction of obesity or
weight, including surgical procedures, even if the Insured Person
has other health conditions which might be helped by a reduction
of obesity or weight.

0. Charges incurred outside the United States if the Insured Person
traveled to the location for the purposes of receiving medical
services, drugs or supplies.

p. Care received in Veterans Admnmstration Hospitals for service
connected disabilities.

q. Services or treatment provided in a government hospital unless
there is a legal obligation to pay. This does not exclude coverage for
the treatment of mental health and mental retardation provided by a
tax supported institution of the State of Texas, including community
centers for mental health and mental retardation services, provided
charges are regularly and customarily charged to non-indigent
patients.

r. Services or treatment for which the Insured Person is not legally
required to pay.

S. Personal items such as TV, admitting kits, cots for family members,
guest meals and other items which are not Medically Necessary.

t. Any dental services or supplies except as necessitated by
Accidental Injury. Covered Services must be provided within 12
months of the date of Injury. Injuries caused by chewing or biting
down are excluded.

u. Eyeglasses, contact lenses, hearing aids or the examination for
prescription or fitting (unless otherwise covered under a preventive
care benefit).

V. Any service or supply to eliminate or reduce a dependency on or
addiction to tobacco.
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aa.

bb.

dd.

ee.

99.
hh.

Charges for prescription drugs or pharmaceuticals except when
provided as an inpatient in a Hospital.

Any service or supply associated with an autopsy or postmortem
examination unless requested by Us.

Any service or supply in connection with the diagnosis or treatment
of infertility and any form or attempt of artificial fertilization or
implantation, including artificial insemination, in-vitro fertilization,
and gamete intra-fallopian transfer.

Any service or supply in connection with any transplant.

Any arch supports; orthopedic shoes; or support hose; or similar
type devices/appliances regardless of intended use.

Room and board charges incurred during a Hospital admission for
diagnostic or evaluation procedures unless the tests could not have
been performed on an outpatient basis without adversely affecting
the Insured Person's physical condition or the quality of medical
care provided.

Transportation including ambulance services.

Any service or supply for the diagnosis or treatment of
temporomandibular joint dysfunction, unless due to Accidental
Injury occurring while covered under the Policy.

Any service or supply received by an Insured Person as a result of
or in connection with a court order, unless otherwise a Covered
Service.

Any service or supply in connection with routine foot care including
the removal of warts, corns, or calluses, the cutting and trimming of
toenails, or foot care for flat feet, fallen arches and chronic foot
strain in the absence of severe septemic disease.

Any medical social service or vocational counseling.

Any services or supplies provided as, or in conjunction with,
chelation therapy, except for treatment of acute metal poisoning.
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[For Chapter 20 companies oniy:

ii. Any services or supplies furnished by a Noncontracting Facility, _—
except for treatment of emergencies. ‘

il Any services or supplies furnished by a Contracting Facility if that
Facility has not been approved by us to provide those services or
supplies.]
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Figure 37
[SUPPLEMENTARY
ACCIDENTAL INJURY BENEFIT
RIDER
Supplementary Accidental Injury Benefit:
A Supplementary Accidental Injury Benefit will be provided if:
1. an Insured Person has an Accidental Injury while covered under the Policy;
and
2. the Covered Services are incurred within 90 days from the date of the
Accidental Injury.
Benefits provided are the Reasonable and Customary charges for the necessary care and
treatment of the Injury, not to exceed the Supplementary Accidental Injury Benefit shown
in the Schedule of Benefits. Any Eligible Expenses paid under this section will not be
considergd under any other section of the Policy.
Exclusions: To the extent there is not a conflict, the limitations and exclusions of the
Policy apply to this rider. In addition to the limitations and exclusions of the Policy, the
following limitations and exclusions apply.
No coverage will be provided for:
1. Expenses incurred as a result of lliness;
2. An Injury occurring before the insured Person is covered;
3. Participation in a riot, civil commotion, civil disobedience, or unlawful assembly;

4, Any loss due to Accidental Injury resulting from an Insured Person's racing a
motorized vehicle, either s a professional or an amateur;

5. An Injury as a result of attempted suicide or intentionally self-inflicted Injury;
6. An Injury arising out of employment for wage or profit;

7. Accidental Injury resulting from piloting or riding in an aircraft of any type, except as
a fare paying passenger on a regularly scheduled flight on a commercial airline;

2055 ACCR
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8. Any loss sustained due to Accidental Injury as the result of an Insured Person's
being intoxicated, or under the influence of any narcotic unless administered on
the advice of a Physician;

9. Charges incurred for accidents in which an Insured Person is engaged in sky
diving, bungee jumping, parachuting, hang gliding, operating or a passenger on -
any motor driven All Terrain Vehicle which is being operated primarily for
support, racing or exhibition purposes. An All Terrain Vehicle is any motor
propelled vehicle primarily designed for use in areas not designed as streets or
highways intended for public vehicular traffic.

Termination:
This Rider will terminate upon the earlier of:
1. The date the Policy terminates; or

2. On the first premium due date following Our receipt of the Insured
Person's written request that this Rider be terminated.
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Figure 38

[ PREVENTIVE AND PRIMARY CARE
BENEFIT RIDER

This rider is made a part of the [Policy/Certificate] to which it is attached. The rider is
subject to all provisions, terms, definitions, exclusions and limitations of the Policy which
are not in conflict with the provisions of this rider.

DEFINITIONS:

Ambulatory Surgical Center means an appropriately licensed institution or facility, either
free-standing or as part of a Hospital, with permanent facilities equipped and operated for
the primary purpose of performing surgical procedures and to which a patient is admitted
to and discharged from with a twenty-four (24) hour period.

Childhood Immunizations means a test for tuberculosis, imnmunization and re-
immunization against diphtheria, pertussis, tetanus, poliomyelitis, Haemophilus influenzae
type b, measles, mumps, rubella, and hepatitis B.

Emergency Care means bona fide emergency services provided after the sudden
onset of a medical condition manifesting itself by acute symptoms of sufficient
severity, including severe pain, such that the absence of immediate medical
attention could reasonably bs expected to result in:

1. placing the patient's health in serious jeopardy;
2. serious impairment to bodily functions; or
3. serious dysfunction of any bodily organ or part.

Low-Dose Mammography means the X-ray examination of the breast using equipment
dedicated specifically for mammography including the X-ray tube, filter, compression
device, screens, films and cassettes, with an average radiation exposure delivery of less
than one rad mid breast, with two view for each breast.

Serious Mentalt llilness means:

1. schizophrenia;
2. paranoid and other psychotic disorders;
3. bipolar disorders (mixed, manic and depressive);
4. major depressive disorders (single episode or recurrent), and
5. schizo-affective disorders (bipolar or depressive).
2055 PPR
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BENEFITS PROVIDED:

If you or your Dependent incur expense for Covered Services, We will pay a -
percentage of that Eligible Expense after the Deductible is satisfied. We will pay up ,

to the Maximums for each Insured Person. The Percentage Payable, Deductible, —
and Maximums are shown in the Schedule of Benefits. Such charges are payable

only to the extent that they do not duplicate charges included under any other

Eligible Expense provisions of the Policy. This rider will not duplicate benefits for

Covered Services that are paid under the Policy.

Deductible means the amount of Eligible Expenses shown in the Schedule of Benefits for
each Insured Person for which We will pay no benefits during each Policy Year.

Copayment means, after the Deductible has been met, the amount you must pay
for Eligible Expenses under the Policy. Copayment does not include any services or
charges which are not covered under the Rider, or the Deductible.

The Individual Policy Year Copayment Maximum for an Insured Person is
$1,000. After the Copayments for an Insured Person equal $1,000 in one Policy
Year, the Percentage Payable will increase to 100% for the remainder of that Policy
Year.

The Family Policy Year Copayment Maximum for Insured Persons within one
family is $3,000. If Copayments for you and your Dependents equal $3,000 in one
Policy Year, the Percentage Payable for those Insured Persons within that family will
increase to 100% for the remainder of the Policy Year. No Insured Person will be
required to satisfy more than the Individual Policy Year Copayment Maximum.

Policy Year Maximum means the maximum benefit payable per Insured Person in a
Policy Year.

Lifetime Maximum means the maximum benefit payable per Insured Person’s lifetime.
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Eligible Expenses are charges for Covered Services to the extent that they are:

1. not in excess of the Reasonable and Customary charge for the
treatment, service or supply and:

. a. Medically Necessary for the diagnosis or treatment of an

lliness or Injury; or
b. covered preventive care services; and

2. covered by this rider.

Covered Services are:
1. Hospital outpatient services including surgical services and supplies
provided by an Ambulatory Surgical Center or Hospital outpatient
facility.

2. Services by Physicians, Providers, or Other Healthcare
Practitioners for diagnosis or treatment of an lliness or Injury in an
outpatient clinic or office.

3. Physical therapy performed by a qualified licensed physical therapist,
occupational therapy performed by a qualified licensed
occupational therapist, or speech-language therapy performed by a
qualified licensed speech-language pathologist.

Covered Services include outpatient diagnostic services and

‘ outpatient treatment visits. A Policy Year Maximum of 40 outpatient
treatment visits will be provided for any physical therapy,
occupational therapy and/or speech therapy.

4. Emergency Care services including:

a. outpatient Hospital services;

b. professional ground or air ambulance services for
transportation to nearest Hospital equipped to treat the
lliness or Injury;

C. Physician services for an operation, or the repair of a
dislocation or fracture; including the services of an assisting
surgeon;

d. anesthesia and its administration; and

e. services for medical care provided by a Physician, Provider or
Other Health Care Practitioner (if not included in c.).
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Diagnostic examinations, lab and x-rays services including imaging
services, pathology, radiology, and the related interpretations up to
a Policy Year maximum benefit of $5,000.

Maternity-related care, including prenatal, delivery, postnatal care,
high-risk pregnancy care, and Comeplications of Pregnancy, and the
initial well child expenses of a newborn Child.

Home health care services under a plan of care established,
approved in writing, and reviewed at least every two months by the
attending Physician and certified by the attending Physician that
hospitalization or confinement in a Skilled Nursing Facility would
otherwise be required. Services include:

a. skilled nursing by a registered nurse or licensed
vocational nurse under the supervision of at least one
registered nurse and at least one Physician;

b. physical, occupational, speech, or respiratory
therapy;

C. service of a home health aide under the supervision of a
registered nurse; and,

d. the furnishing of medical equipment and medical
supplies other than drugs and medicines.

The comprehensive limitations listed in the Policy will apply to
home health care services. In addition, comprehensive covered
charges will not include charges for:

a. services or supplies not included in the home health
care plan;

b. services of any person who normally lives in your
home is a member of the Insured Person's Immediate
Family (you, your spouse, your parent, brother or sister);

C. custodial care (services or supplies provided to assist
a person in daily living...e.g., meals and personal
grooming); or

d. transportation services.

Covered home health care services are limited to a maximum of 40
visits per Policy Year. A visit by a nurse or therapist will be
considered cne visit, four hours of home health aide service is
considered one visit, and each four hours or portion of that period
for additional home health aide service is considered one visit.
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10.

We may waive the Policy Year limit on home health services if the
waiver will result in less expensive treatment and the Insured
Person and the Insured Person's Physician agree to an alternate
plan of care. Any benefits paid under this provision will continue tc
be subject to the other maximums shown in the Schedule of
Benefits.

Mental health services (including Serious Mental lliness) for:

a. outpatient evaluation;
b. crisis intervention; and
C. services for treatment.

Benefits will be limited to outpatient services limited to 40 visits per
Policy Year.

Evaluation and treatment for Chemical Dependency limited to
outpatient treatment for a maximum of 40 visits per Policy Year.

Well child care including but not limited to:

a. ophthalmologic examination for infants at risk for eye
problems;

b. child health supervision services by, or supervised by, a
Physician at the following intervals: birth, 2 months, 4
months, 6 months, 9 months, 12 months, 18 months, 2
years, and annually thereafter;

covered child health supervision services include:
history;

physical examination;

developmental assessment;

anticipatory guidance;

appropriate Childhood Immunizations;
laboratory testing;

hearing and vision screening.

NG AWOND

Charges for Childhood Immunizations will be payable at

100% of the Reasonable and Customary charges and the
Deductible and Copayment will be waived. Remaining covered

well child care services will be payable as shown on the Schedule of
Benefits.
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In addition, Covered Services will include annual vision and hearing

testing for any covered Child under the age of 19. Eligible

Expenses will be payable at 100% of the Reasonable and

Customary charges and the Deductible and Copayment will be e
waived.

11.  Rental or purchase price, at Our option, of durable medical equipment
required for therapeutic use, including repairs and necessary
maintenance of purchased equipment, not otherwise provided for
under a manufacturer's warranty of purchase agreement;

12. Oxygen and rental of equipment for its administration;

13.  One annual physical examination. Services include:

a. history;
b. physical examination;
C. laboratory and x-rays including pap tests, colo-rectal

screening, and prostate cancer screening.

Eligible Expenses for pap tests, colo-rectal screening, and prostate
cancer screening will be pavable at 100% of the Reasonable and
Customary charges and the Deductible and Copayment will be
waived. Remaining Covered Services included in an annual
physical examination will be payable as shown on the Schedule of
Benefits.

In addition, Covered Services will include one annual screening by
Low-Dose Mammography for any female insured age 35 and over.
Eligible Expense will be payable at 100% of the Reasonable and
Customary charge and the Deductible and Copayment will be
waived.

EXCLUSIONS:

To the extent there is not a conflict, the Exclusions & Limitations of the Policy apply
to this rider. In addition to the Exclusions & Limitations of the Policy, the following
Exclusion & Limitation applies: '

Charges for prescription drugs or pharmaceuticals except when a Covered
Service provided by a Hospital or Ambulatory Surgical Center.
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TERMINATION:
This rider will terminate upon the earlier of
‘ 1. the date the Policy terminates; or

2. the first premium due date following Our receipt of the Insured
Person's written request that this rider be terminated.
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Figure_39

SCHEDULE OF BENEFITS
STANDARD HEALTH BENEFIT PLAN
(Non-PPO Plan)

Policy Year Deductible

Policy Year Copayment Maximum

Policy Year Maximum Benefit

Lifetime Maximum Benefit

COVERED SERVICES

Inpatient and Outpatient Hospitals
Subject to Policy Year Deductible

Skilled Nursing Benefit
Subject to Policy Year Deductible
and Policy Year Maximum of
$10,000

~ Hospice Benefit

Subject to Policy Year Deductible
and Lifetime Maximum amount
of $10,000

Maternity Benefit
Subject to Policy Year Deductible

Outpatient Expense Benefit
Subject to Policy Year Deductible

(includes outpatient clinic or
office visits for treatment of an
lliness or Injury)

2055 SCH.STD

[$250] [$500]

[$2000] [$5000] per individual
[$6000] [$15,000] per family

$250,000 (per individual)

$1,000,000 (per individual)

PERCENTA YABL

80%

80%

80%

80%

80%
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Mental Health Services Benefit
Subject to Policy Year Deductible

Inpatient Hospital Expense

Residential Treatment Center or
Crisis Stabilization Unitor
Psychiatric Day Treatment Facility

Outpatient Expense

Chemical Dependency Benefits***
(same as any other lliness)

Subject to Policy Year Deductible

[Limited to a Lifetime Maximum
of three separate series of
treatment for each Insured
Person.]

Serious Mental lliness Benefit
(same as any other lliness)

Subject to Policy Year Deductible

Diagnostic Exams, Labs and X-rays
Subject to Policy Year Deductible

Preventive Care Benefit
Policy Year Deductible and

Copayment waived. Includes
Childhood Immunizations, pap
tests, Low-Dose Mammography
for female insureds age 35 and
over, colo-rectal screening,
prostate cancer screening, and
vision/hearing testing for children
under age of 19.

80%

Maximum of 90 days per Policy Year*
Maximum of 180 days per Policy Year** -

Maximum of 40 visits per Policy Year
and $100 per visit

80%

80%

80%

100%

* Subject to reduction for days treatment is received in Residential Treatment Center, Crisis
Stabilization Unit or Psychiatric Day Treatment Facility
** Subject to reduction for days treatment is received under the Inpatient Hospital Expense Benefit

*** Unless waiver attached
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Well Child Care Benefit
(except for Childhood
Immunizations)

Subject to Policy Year Deductible

Annual Physical Examination Benefit
Subject to Policy Year Deductible

(except for services covered under
the Preventive Care Benefit)

Therapy Benefit
Subject to Policy Year Deductible
and limited to Maximum of
$10,000 per Policy Year for
physical, occupational and
speech therapy

Home Health Benefit
Subject to Policy Year Deductible
and limited to $10,000 per Poiicy
Year

80%

80%

80%

80%

[Prescription Drug Benefit
Subject to Policy Year

[50%]

Deductible]
or
[Prescription Drug Card Program
Plan pays 100% after the Deductible
Deductible

Generic drug or Name
Brand drug if less than
Generic drug--

Name Brand drug --

[$8] per prescription or refill
[$12] per prescription or refill]

[Additional benefits added by riders]
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Figure 40

SCHEDULE OF BENEFITS
STANDARD HEALTH BENEFIT PLAN

(PPO PLAN)

[Policy Year Deductible or
Non-Preferred Provider Policy Year Deductible]

[Preferred Provider Policy Year Deductible]
[Per Visit Deductible]

Policy Year Copayment Maximum

Policy Year Maximum Benefit
Lifetime Maximum Benefit

[$250] [$500]
[ 1]
$10] [$15]
[$2,000] [$5,000] per individual
[$6,000] [$15,000] per family
[Preferred Provider and Non-
Preferred Provider Combined]

$ 250,000 (per individual)
$1,000,000 (per individual)

COVERED SERVICES PERCENTAGE PAYABLE
PPO NON-PPO
Inpatient and Outpatient Hospitals [100%)] [90% ] [80%)] [80%) [70%)])

[Subject to Policy Year Deductible]

[Subject to Policy Year Deductible]

or . or
[Subject to Preferred Provider [Subject to Non-Preferred Provider
Deductible] Deductible] ‘
or or
[Subject to Per Visit Deductible] [Subject to Per Visit Deductible]
or or :
[Deductible Waived] [Deductible Waived]
Skilled Nursing Benefit [100%)] [90%] [80%] [80%)] [70%]

Subject to Policy Year Maximum

[Subject to Policy Year Deductible]

[Subject to Policy Year Deductible]

of $10,000 or or
[Subject to Preferred Provider [Subject to Non-Preferred Provider
Deductible] Deductible]
or or
[Deductible Waived [Deductible Waived]
2055 SCHPO.STD
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Hospice Benefit

. Lifetime Maximum amount
of $10,000

Maternity Benefit

Outpatient Expense Benefit
(includes outpatient clinic or
office visits for treatment of
an liness or Injury)

Mental Health Services Benefit

PPO
[100%)] [90%)] [80%]

[Subject to Policy Year Deductible]
or
[Subject to Preferred Provider
Deductible]
or
[Deductible Waived]

[100%]{90%) [80%]

[Subject to Policy Year Deductible]
or
[Subject to Preferred Provider
Deductible]
or
[Subject to Per Visit Deductible]
or
[Deductible Waived]

[100%] [90%] [80%]

[Subject to Policy Year Deductible]
or
[Subject to Preferred Provider
Deductible]
or
[Subject to Per Visit Deductible]
or :
[Deductible Waived]

[100%] [90%] [80%]

[Subject to Policy Year Deductible]
or
[Subject to Preferred Provider
Deductible]
or
[Subject to Per Visit Deductible]
or
[Deductible Waived]

NON-PPO
[80%] [70%]

[Subject to Policy Year Deductible]
or
[Subject to Non-Preferred Provider
Deductible]
or
[Deductible Waived]

[80%] [70%]

[Subject to Policy Year Deductible]
or
[Subject to Non-Preferred Provider
Deductible]
or
[Subject to Per Visit Deductible]
or
[Deductible Waived]

[80%)] [70%])
[Subject to Policy Year Deductible]

or
[Subject to Non-Preferred Provider

_ Deductible]

or

[Subject to Per Visit Deductible]
or

[Deductible Waived]

[80%] [70%]
[Subject to Policy Year Deductible]

or
[Subject to Non-Preferred Provider

.Deductible]

or
[Subject to Per Visit Deductible]
or
[Deductible Waived]
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Inpatient Hospital Expense

Residential Treatrnent Center or
Crisis Stabilization Unit or
Psychiatric Day Treatment Facility

Outpatient Expense

Chemical Dependency Benefits ***
(same as any other lliness)

[Limited to Lifetime Maximum of
three separate series of
treatment for each Insured
Person.]

Serious Mental lliness Benefit
(same as any other liiness)

Diagnostic Exams, Labs and X-rays

PPO

maximum of 80 days per
Policy Year *

maximum of 180 days per
Policy Year **

maximum of 40 visits per
Policy Year and $100 per
visit

100%) [90%)] [80%]

[Subject to Policy Year Deductibie]
or
[Subject to Preferred Provider
Deductible]
or
[Subject to Per Visit Deductible]
or
[Deductible Waived]

[100%) {90%) [80%]

[Subject to Policy Year Deductible]
or

[Subject to Preferred Provider

Deductible]
or

[Subject to Per Visit Deductible]
or

[Deductible Waived]

[100%) [90%] [80%]

[Subject to Policy Year Deductible]

or
[Subject to Preferred Provider
Deductible]

or
[Deductible Waived]

NON-PPO

maximum of 90 days per -
Policy Year

maximum of 180 days per

Policy Year

maximum of 40 visits per
Policy Year and $100 per
visit

[80 %) [70%)]

[Subject to Policy Year Deductible}
or
[Subject to Non-Preferred Provider
Deductible]
or
[Subject to Per Visit Deductible]
or
[Deductible Waived]

[80] [70%)]
[Subject to Policy Year Deductible]

or
[Subject to Non-Preferred Provi
Deductible]

or
[Subject to Per Visit Deductible]

or
[Deductible Waived]

[80%)] [70%)]

[Subject to Policy Year Deductible]
or
[Subject to Non-Preferred Provider
Deductible]
or
[Deductible Waived]

*  Subject to reduction for days treatment is received in Residential Treatment Center, Crisis
Stabilization Unit or Psychiatric Day Treatment Facility
**  Subject to reduction for days treatment is received under the Mental Inpatient Hospital Expense

Benefits
*3*  Unless waiver attached
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PPO

Preventive Care Benefit 100%
Policy Year Deductible and No Deductible
- Copayment waived.
(Includes Childhood
Immunizations pap tests, Low-
Dose Mammography for female
insureds age 35 and over, colo-
rectal screening, prostate
cancer screening, and vision/
hearing testing for children
under age of 19.

Well Child Care Benefit
(except for Childhood Immunizations)

[100%] [90%)] [80%)]

or

[Subject to Preferred Provider

Deductible]
or

[Subject to Per Visit Deductible]

or
[Deductible Waived]

Annual Physical Examination Benefit
(except for services covered under the
Preventive Care Benefit)

[100%] [90%)] [80%]

or

[Subject to Preferred Provider

Deductible]
or

[Subject to Per Visit Deductible]

or
[Deductible Waived)

Therapy Benefit
Limited to Maximum of $10,000 per
Policy Year for physical, occupational or
and speech therapy

[100%} [90%] [80%)

Deductible]
or

[Subject to Per Visit Deductible]

or
[Deductible Waived]

[Subject to Policy Year Deductibie]

[Subject to Policy Year Deductible]

[Subject to Policy Year Deductible}

[Subject to Preferred Provider

NON-PPO -

100%
No Deductible

[80%)] [70%

[Subject to Policy Year Deductible]
or
[Subject to Non-Preferred Provider
Deductible]
or
[Subject to Per Visit Deductible]
or
[Deductible Waived]

[80%] [70%)

[Subject to Policy Year Deductiblej
[Subjectotro Non-Preferred Provider}
[Subjectotro Per Visit Deductible]
[Deductﬁ;rle Waived]

180%)] [70%)
[Subject to Policy Year Deductible]
or
[Subject to Non-Preferred Provider
Deductible]
or
[Subject to Per Visit Deductible]
or
[Deductible Waived]
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PPO NON-PPO

Home Health Benefit [100%)] [90%)] [80%] [80%]) [70%)
Limited to $10,000 per Policy Year [Subject to Policy Year Deductible] [Subject to Policy Year Deductible]
or or —
[Subject to Preferred Provider [Subject to Non-Preferred Provid‘
Deductible] Deductible} -
_ or or
[Deductible Waived] [Deductible Waived]

[PRESCRIPTION DRUG CARD PROGRAM
Plan pays 100% after Deductible
Deductible '
Generic drug or Name
Brand drug if less than
Genericdrug - [$ 8] per prescription or refill
Name Brand drug - [$12] per prescription or refili]

or

[PRESCRIPTION DRUG BENEFIT
Percentage Payable [50%)]
Subject to the Policy Year Deductible)

[Schedule for Covered Services added by riders)
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Figure 41

POLICY DEFINITIONS
STANDARD BENEFIT PLAN

Affiliated Employer means a person connected by commonality of ownership
with a small employer. The term includes a person that owns a small employer,
shares directors with a small employer, or is eligible to file a consolidated tax
return with a small emploYer.

Ambulatory Surgical Center means an appropriately licensed institution or
facility, either free-standing or as part of a Hospital, with permanent facilities
equipped and operated for the primary purpose of performing surgical
procedures and to which a patient is admitted and discharged from within a
twenty-four (24) hour period.

Beneficiary means the person you designate to receive any unassigned benefits
that are paid after your death.

[Certificate of Insurance means the individual certificate issued to the Insured
Person which describes the coverage provided by the Policy.]

Chemical Dependency means the abuse of or psychological or physical
dependence on or addiction to alcohol or a controlled substance.

Chemical Dependency Treatment Center means a facility which provides a
program for the treatment of Chemical Dependency pursuant to a written
treatment plan approved and monitored by a Physician and which facility is also:

1. affiliated with a Hospital under a contractual agreement with an
established system for patient referral; or

2. accredited as such a facility by the Joint Commission on Accreditation of
Hospitals; or

3. licensed as a chemical dependency treatment program by the Texas
Commission on Alcohol or Drug Abuse; or

4. licensed, certified, or approved as a chemical dependency treatment
program or center by any other state agency having legal authority to so
license, cenify, or approve.

2055 DEF.STD
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Child means the unmarried:

1. natural Child of the Insured Person including a newborn Child;

2. adopted Child including a Child who the Insured Person is seeking to
adopt; -

3. natural Child or adopted Child of the Insured Person's spouse provided
the Child resides with the Insured Person.

Childhood Immunizations means a test for tuberculosis, immunization and re-
immunization against diphtheria, pertussis, tetanus, poliomyelitis, Haemophilus
influenzae type b, measles, mumps, rubella, and hepatitis B.

Compiication of Pregnancy mean:

1. conditions, requiring hospital confinement (when the pregnancy is not
terminated), whose diagnoses are distinct from pregnancy but are
adversely affected by pregnancy, including but not limited to, acute
nephritis, nephrosis, cardiac decompensation, missed abortion, and
similar medical and surgical conditions of comparable severity, but shall
not include false labor, occasional spotting, Physician prescribed rest
during the period of pregnancy, morning sickness, hyperemesis
gravidarum, pre-eclampsia and similar conditions associated with the
management of a difficult pregnancy but not constituting a nosologically
distinct complication of pregnancy; and

2. non-elective cesarean section, termination of ectopic pregnancy, and
spontaneous termination of pregnancy, occurring during a period of
gestation in which a viable birth is not possible.

[For Chapter 20 companies cnly:

Contracting Facility means a Hospital, a Facility Other Provider or any other
facility that We have a written contract with to provide care, services or supplies
that are covered by the Policy. A Contracting Facility also means a Hospital or
Facility Other Provider located outside of Texas, that another insurance company
has a contract with that allows us to use its facilities.

Cosmetic Surgery means surgery that is primarily for the purpose of improving
appearance and does not, other than incidentally, correct or improve a functional
impairment.

Crisis Stabilization Unit means a 24-hour residential program, appropriately
licensed or certified as a Crisis Stabilization Unit or Facility, that provides
intensive supervision and highly structured activities to persons who are
demonstrating an acute demonstrable psychiatric crisis of moderate to severe
proportions.
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Dependent means:

a spouse;

a newborn Child;

a Child under the age of 19 years;

a Child who is a full-time student under the age of 23 years and who is
financially dependent upon the parent;

a Child of any age who is medically certified as disabled and dependent
on the parent;

an adopted Child,

a grandchild who is your dependent for federal income tax purposes

N o AN~

Educational means that the primary purpose of the service or supply is to
provide the Insured Person with any of the following:

1. training in the activities of daily living;

2. instruction in scholastic skills such as reading and writing;
3. preparation for an occupation;

4, or treatment for learning disabilities.

"Training in the activities of daily living does not include training directly related to
treatment of lliness or Injury that resulted in a loss of a previously demonstrated
ability to perform those activitigs.

Emergency Care means bona fide emergency services provided after the
sudden onset of a medical condition manifesting itself by acute symptoms of
sufficient severity, including severe pain, such that the absence of immediate
medical attention could reasonably be expected to result in (1) placing the
patient's health in serious jeopardy; (2) serious impairment to bodily functions; or
(3) serious dysfunction of any bodily organ or pan.

Employee means you, the principal insured, hereafter referred to as "you".

Employer means an individual, corporation, partnership, association, or oiiiar
private legal entity that is actively engaged in business and that on at least 50
percent of its working days during the preceding calendar year, employed at least
three but not more than 50 Eligible Employees, including the employees of an
affiliated employer, the majority of whom were employed in this state. [Employer
includes Employer Members of an Association that meets the criteria defined
above.]
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Experimental or Investigational means We determine that one or more of the
following is true: -

1.

The service or supply is under study or in a clinical trial to
evaluate its toxicity, safety or efficacy for a particular diagnosis or
set of indications. Clinical trials include but are not limited to
phase |, Il and Ill clinical trials.

The prevailing opinion within the appropriate specialty of the
United States medical profession is that the service or supply
needs further evaluation for the particular diagnosis or set of
indications before it is used outside clinical trials or other research
settings.

We will determine if this item 2. is true based on:

a. Published reports in authoritative medical literature;
and

b. Regulations, reports, publications and evaluations
issued by government agencies such as the
Agency for Health Care Policy and Research, the
National Institutes of Health, and the FDA.

In the case of a drug, a device or other supply that is subject to
FDA approval:

a. It does not have FDA approval; or

"b. It has FDA approval only under its Treatment

Investigational New Drug regulation or a similar regulation;
or
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c. It has FDA approval, but it is being used for an indication or
at a dosage that is not an accepted off-label use. Unlabled
uses of FDA-approved durgs are not considered
Experimental or Investigational if they are determined to
be:

i) included in one or more of the following medical
compendia: The American Medical Association
Drug Evaluations, The American Hospital Formulary
Service Drug Information, The United States
Pharmacopoeia Information and other authoritative
compendia as identified from time to time by the
Secretary of Health and Human Services, or

ii) In addition, the medical appropriateness of
unlabled uses not included in the compendia can be
established based on supportive clinical evidence in
peer-reviewed medical publications.

4, The provider's institutional review board acknowledges that the
use of the service or supply is Experimental or Investigtional and
subject to that board's approval.

5. Research protocols indicate that the service or supply is
Experimental or Investigational. This item 5. applies for protocols
used by the Insured Person's provider as well as for protocols
used by other providers studying substantially the same service or

supply.

Generic means drugs not protected by a trademark registration.

12/09/93

¢ Adopted Sections  December 17, 1993 18 TexReg 9517



Health Benefit Plan means a group, blanket, or franchise insurance policy, a

certificate issued under a group policy, a group hospital service contract, or a

group subscriber contract or evidence of coverage issued by a health

maintenance organization that provides benefits for health care services. The -
term does not include:

accident-only, credit or disability insurance coverages;

specified disease coverage or other limited benefit policies;

coverage of Medicare services under a federal contract;

Medicare Supplement and Medicare Select policies regulated in

accordance with federal law;

long-term care, dental care, or vision care coverages;

coverage provide by a single service health maintenance

organization;

insurance coverage issued as a supplement to liability insurance;

insurance coverage arising out of a workers' compensation system

or similar statutory system;

9. automobile medical payment insurance coverage;

10.  jointly managed trusts authorized under 29 U.S.C. Section 141 et
seq. that contain a plan of benefits for employees that is negotiated \
in a collective bargaining agreement governing wages, hours, and
working conditions of the employees that is authorized under 29
U.S.C. Section 157,

11.  hospital confinement indemnity coverage; or

12.  reinsurance contracts issued on a stop-loss, quota-share, or similar

basis.

ral

o o

o N

Hospice Care Facility means a facility whose primary purpose is to provide to
terminally ill persons medical and support services for symptom management
and pain relief, that is licensed and operated according to the laws of the state in
which it is located.
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[Hospital means

1. a facili
a.
b.

d.
e.

f.
2. a facili
a.

b.

The major su

ty that

is licensed as a Hospital and operated pursuant to law;-

is primarily engaged in providing or operating either on its
premises or in faciiities available to the Hospital on a
contractual prearranged basis and under the supervision of a
staft of one or more duly licensed Physicians, medical
diagnostic and major surgery facilities for the medical care
and treatment of sick or injured persons on an inpatient basis
for which a charge is made;

provides 24-hour nursing service by or under the supervision
of a registered graduate professional nurse (R.N.);

maintains and operates a minimum of five beds;

has x-ray and laboratory facilities either on the premises or
available on a contractual prearranged basis;

maintains permanent medical history records; or

ty that _

is accredited by the Joint Commission on Accreditation of
Healthcare Organization; and

offers medical therapeutic, and psychiatric care for the
treatment of Chemical Dependency.

rgery facility requirement is hereby waived for facilities that

specialize in treating the mentally ill.

Hospital does not mean convalescent, nursing, rest or extended care
facilities or facilities operated exclusively for treatment of the aged,
whether such facilities are operated as a separate institution or as a

section of an

institution operated as a Hospital.]

lliness means sickness, disease, pregnancy or Complications of Pregnancy that

are first manifested
force.

after the Effective Date of insurance and while the Policy is in

injury or Accidental Injury means accidental bodily injury sustained by an
Insured Person that is the direct cause of the loss independent of disease, bodily
infirmity or any other cause and occurs while you are an Insured Person.

Insured Person means you and/or your Dependents, if insured under the Policy.
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Low-Dose Mammography means the X-ray examination of the breast using
equipment dedicated specifically for mammography including the X-ray tube,
filter, compression device, screens, films, and cassettes, with an average
radiation exposure delivery of less than one rad mid breast, with two views for
each breast.

Medically Necessary means the Covered Services prescribed by your
Physician, Provider, or Other Health Care Practitioner to diagnose or treat an
Injury or lliness and is known to be safe and effective by the majority of licensed

practitioners who diagnose or treat that Injury or lliness. Such services must be:

1. Performed in the least costly setting available where the services
and treatments can be safely and appropriately provided,

2. Not provided primarily for the convenience of you, your Physician,
or the facility providing the service;

3. Consistent with professionally recognized standards of care with
respect to quality, frequency and duration;

4, Not primarily Educational, Experimental or Investigative; and

5. Consistent with your symptoms, diagnosis or treatment.

Name Brand means a drug protected by trademark registration.

[For Chapter 20 companies only:
Noncontracting Facility means a Hospital, a Facility Other Provider or any
other facility that We do not have a written contact with.]

Physician means a duly licensed Doctor of Medicine (MD.) or Doctor of
Osteopathy (DO.) who is practicing within the scope of his or her license.

[Policy Year means a 365 day period that begins on the anniversary of the
Policy's Effective Date.]
[Policy Year means a period of one full calendar year.]

[Policyholder:

[Policyholder means the Employer.]

[Policyholder means the Association.]

[Policyholder means the Trustee of a Multiple Employer Trust.]
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[Preexisting Condition means a disease or condition
1. for which medical advice, diagnosis, care or treatment was
recommended or received during the six months before the
effective date of coverage; or
2. that would have caused an ordinary, prudent person to seek
medical advice, diagnosis, care or treatment during the six months
before the effective date of coverage.

In addition, a Preexisting Condition will include any pregnancy existing on the
Effective Date.]

Provider or Other Health Care Practitioner means a duly licensed or certified
practitioner of the healing arts including, but not limited to, a Physician's assistant
or an advanced nurse practitioner, who is acting within the scope of said license
or certificate. '

Psychiatric Day Treatment Facility means a mental health facility that provides
treatment for individuals suffering from acute, mental and nervous disorders in a
structured psychiatric program utilizing individualized treatment plans with
specific attainable goals and objectives appropriate both to the patient and the
treatment modality of the program and that is clinically supervised by a doctor of
medicine who is certified in psychiatry by the American Board of Psychiatry and
Neurology.

Reasonable and Customary means the usual charge made by a group, entity,
or person who renders or furnishes Covered Services, treatments or supplies;
provided the charge is not in excess of the general level of charges made by
others who render or furnish the same or similar services, treatments or supplies
to persons:

1. who reside in the same geographical area; and
2. whose lliness or Injury is comparable in nature and severity.

You may provide your own estimate of the Reasonable & Customary charge by
surveying providers in your area and request that We reconsider our
determination.

Residential Treatment Center for Children and Adoiescents means a child-
care institution that provides residential care and treatment for emotionally
disturbed children and adolescents and that is accredited as a residential
treatment center by the Council on Accreditation, the Joint Commission on
Accreditation of Hospitals, or the American Association of Psychiatric Services
for Children.
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Schedule of Benefits means the benefit schedule set forth in the Policy or
Certificate.

Serious Mental lllness means

schizophrenia;

paranoid and other psychotic disorders;

bipolar disorders (mixed, manic and depressive);
major depressive disorders (single episode or recurrent); and
schizo-affective disorders (bipolar or depressive).

gD~

Skilled Nursing Facility means a facility that is operated pursuant to law and is
primarily engaged in providing, in addition to room and board accommodations,
skilled nursing care under the supervision of a duly licensed Physician. It must
provide continuous, 24-hour-a-day nursing service by or under the supervision of
a registered graduate professional nurse (RN.); and maintain a daily medical
record of each patient. A Skilled Nursing Facility is not, except by incident, a rest
home, a home for-the care if the aged, or engaged in the care and treatment of
chemical or alcohol dependence.
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Figure 42
BENEFITS PROVIDED
STANDARD HEALTH BENEFIT PLAN

If you or your Dependent incur expense for Covered Services while covered
under the Policy, We will pay a percentage of that Eligible Expense after the
Deductible is satisfied. We will pay up to the Maximums for each Insured
Person. The Percentage Payable, Deductible, and Maximums are shown in the
Schedule of Benefits. '

Deductible means the amount of Eligible Expenses shown in the Schedule of
Benefits for each Insured Person for which We will pay no benefits during each
Policy Year.

Copayment means, after the Deductible has been met, the amount you must
pay for Eligible Expenses under the Policy. Copayment does not include any
services or charges which are not covered under the Policy, the Deductible or
Covered Services under any attached rider.

The Individual Policy Year Copayment Maximum for an Insured Person is
[$2,000] [$5,000]. After the Copayments for an Insured Person equal [$2,000]
[$5,000] in one Policy Year, the Percentage Payable will increase to 100% for
the remainder of that Policy Year.

The Family Policy Year Copayment Maximum for Insured Persons within one
family is [$6,000] [$15,000]. If Copayments for you and your Dependents equal
[$6,000] [$15,000] in one Policy Year, the Percentage Payable for those Insured
Persons within that family will increase to 100% for the remainder of the Policy
Year. No Insured Person will be required to satisfy more than the Individual
Policy Year Copayment Maximum.

Policy Year Maximum means the maximum benefit payable per Insured Person
in a Policy Year.

Lifetime Maximum means the maximum benefit payable per Insured Person's
lifetime.

Eligible Expenses are charges for Covered Services to the extent that they are:

1. not in excess of the Reasonable and Customary charge for the
treatment, service or supply, and

2055 BEN.STD
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2.

a. Medically Necessary for the diagnosis or treatment of an
llinessor Injury; or
b. covered preventive care services; and

covered by the Policy.

Cover vi n li re:

1.

A

o

~N

o

©

10.

11.

services by Physicians, Providers or Other Health Care
Practitioners for diagnosis, treatment, and surgery of an lliness or

Injury.

daily Hospital room, board and general nursing services equal to
the average semi-private room rate. Charges made by a Hospital
for a private room will be considered an Eligible Expense in the
amount not greater than the average semi-private rcom rate.

confinement in an intensive care or cardiac care unit to a maximum
of three times the average semi-private room rate.

miscellaneous Hospital services and supplies including, but not
limited to operating room, recovery room, surgical dressings, casts,
splints, trusses, braces, and initial artificial limbs or eyes, blood
when not replaced and its administration.

anesthesia and its administration.

assistant surgery fee (not to exceed 25% of the primary surgeon's
fee for any one assistant) when the procedure requires an
assistant surgeon(s) due to medical necessity.

professional ground or air ambulance services for transportation to
the nearest Hospital equipped to treat the Injury or lliness as
needed for Emergency Care.

outpatient services made by a Hospital or other emergency care
facility for Emergency Care.

surgical services and supplies provided by an Ambulatory Surgical
Center or Hospital outpatient facility.

oxygen and the rental of equipment for its administration.

rental or purchase, at out option, of durable medical equipment
required for therapeutic use, including repairs and necessary
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12.

13.

14,

15.

16.

maintenance of purchased equipment, not otherwise provided for
under a manufacturer's warranty or purchase agreement.

inpatient and outpatient radiation therapy, inhalation therapy, and
chemotherapy.

inpatient and outpatient X-ray and laboratory services, including
imaging services, pathology, radiology, and the interpretation
thereof.’

services for the necessary care and treatment of Chemical
Dependency, payable on the same basis as any other lliness.
Necessary care or treatment in a Chemical Dependency Treatment
Center will be considered as if it were care or treatment in a
Hospital. [However, coverage for Chemical Dependency is limited
to a Lifetime Maximum of three separate series of treatment for
each Insured Person.)

maternity related care, including prenatal, delivery, and postnatal
care, high risk pregnancy care, and Complications of Pregnancy
and the initial well child expenses of a newborn child.

Wall child care including but not limited to:

a. Ophthalmologic examination for infants at risk for eye
problems; .

b. Charges for child health supervision services by or
supervised by a physician at the following intervals: birth, 2
months, 4 months, 6 months, 9 months, 12 months, 18
months, 2 years, and annually thereafter;

C. Covered child health supervision services include:

1 history;

2 physical examination;

3. developmental assessment;

4 anticipatory guidance;

5 appropriate childhood immunizations;
6 laboratory testing;

7 hearing and vision screening.

Charges for Childhood Immunizations will be payable at 100% of
the Reasonabie and Customary charges and the Deductible and
Copayment will be waived. Remaining covered well child care
expenses will be payable as shown in the Schedule of Benefits.
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17.

18.

19.

20.

21.

In addition, Covered Services will include annual vision and hearing

testing for any covered chiid under the age of 19. Charges will be

payable at 100% of the Reasonable and Customary charges. The —
Deductible and Copayment will be waived.

one annual physical examination. Services include:

a. history; :
b. physical examination;
C. laboratory and x-rays including pap tests, colo-rectal

screening, and prostate cancer screening.

Charges for pap tests, colo-rectal screening, and prostate cancer
screening will be payable at 100% of the Reasonable and
Customary charges and the Deductible and Copayment will be
waived. Remaining Covered Services included in an annual
physical examination will be payable as shown on the Schedule of
Benefits.

In addition, Covered Services will include one Low-dose
Mammography for any female insured age 35 and over. Charges
will be payable at 100% of the Reasonable and Customary charges
and the Deductible and Copayment will be waived.

physical therapy performed by a qualified licensed physical

therapist, occupational therapy performed by a qualified licensed

occupational therapist, or speech-language therapy performed by a ‘
qualified licensed speech language pathologist, subject to a

maximum benefit of $10,000 per Policy Year.

services for only the following tissue transplants and replacements:
Cornea, prosthetic tissue and joints, vein or artery graft, heart
valve, and plantable prosthetic lens in connection with cataracts.

room, board, and other services in a Skilled Nursing Facility
provided the confinement is certified by a Physician as necessary
for recovery from an lliness or Injury and in lieu of Hospital
confinement. Covered charges are subject to a maximum benefit
of $10,000 per Policy Year.

hospice care provided by a licensed Hospice Care Facility for any
Insured Person who, in the opinion of the attending Physician, has
no reasonable prospect of cure and is exgected to live no longer
than six months. Covered charges are subject to a Maximum
Lifetime benefit of $10,000.
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22, inpatient and outpatient mental health services. Covered expenses
include:

a. Inpatient mental health services, limited to a maximum of 90
days per Policy Year.

b. Psychiatric day treatment under the direction and continued
medical supervision of a doctor of medicine, or a doctor of
osteopathy in a Psychiatric Day Treatment Facility that
provides organizational structure and individualized
treatment plans separate from an inpatient program. Any
benefits provided shall be determined as if necessary care
and treatment in a Psychiatric Day Treatment Facility were
inpatient care and treatment in a Hospital, and each full day
of treatment in a Psychiatric Day Treatment Facility shall be
considered equal to one-half of one day of treatment of
mental or emotional illness or disorder in a Hospital for the
purposes of determining benefit maximums. An attending
Physician must certify that such treatment is in lieu of
hospitalization.

C. Treatment in a Crisis Stabilization Unit or a Residential
Treatment Center for Children and Adolescents. Benefits
are payable only if an Insured Person has a mental iliness
which substantially impairs thought, perception of reality,
emotional process, or judgment or grossly impairs behavior
as manifested by recent disturbed behavior and which would
otherwise necessitate confinement in a Hospital. Each two
days of treatment in a Crisis Stabilization Unit or a
Residential Treatment Center for Children and Adolescents
will be considered equal to one day of treatment in a
Hospital.

d. Outpatient mental health services, limited to a maximum of
40 outpatient visits per Policy Year, subject to a maximum
benefit of $100 for each visit.

23. treatment of Serious Mental lliness, including inpatient and
outpatient evaluation, crisis intervention and services for treatment.
These services are paid as any other lliness. Services for
treatment in a Psychiatric Day Treatment Facility, Crisis
Stabilization Unit or in a Residential Treatment Center for Children
and Adolescents are paid as described in 21(b) and (c), but will not
be limited by number of days.

24, home health services under a plan of care established, approved in

writing, and reviewed at least every two months by the attending
Physician and certified by the attending Physician that
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