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GROUP HEALTH INSURANCE MANDATORY CONVERSION
PRIVILEGE MODEL ACT
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Section 1.

Title

This Act shall be known and may be cited as the Group Health Insurance Mandatory Conversion Privilege Act.
Drafting Note: In some states existing statutes may provide the commissioner with sufficient authority to promulgate the provisions of this Act in a
regulation format. States should review existing authority and determine whether to adopt this model as an act or adapt it to promulgate as a regulation.

Section 2.

Definitions

For purposes of this Act:
A.

“Commissioner” means the Commissioner of Insurance.

Drafting Note: Use the title of the chief insurance regulatory official wherever the term “commissioner” appears. If the jurisdiction of certain health carriers,
such as health maintenance organizations, lies with some state agency other than the insurance department, or if there is dual regulation, a state should add
language referencing that agency to ensure the appropriate coordination of responsibilities.

B.

“Covered person” means a policyholder, subscriber, enrollee or other individual participating in a health
benefit plan.

C.

“Dependent” shall be defined in the same manner as in [insert reference to state insurance law defining
dependent].

Drafting Note: States without a statutory definition of dependent may wish to use the definition below. If using the suggested definition, states should insert
a maximum age for student dependents that is consistent with other state laws. States also may wish to include other individuals defined as dependents by
state law. The term child below is not intended to be limited to natural children of the employee.

“Dependent” means a spouse, an unmarried child under the age of [nineteen (19)] years, an unmarried child who is a fulltime student under the age of [insert maximum age] and who is financially dependent upon the employee or member, and an
unmarried child of any age who is medically certified as disabled and dependent upon the employee or member.
D.

“Health benefit plan” means a policy, contract, certificate or agreement offered or issued by a health carrier
to provide, deliver, arrange for, pay for or reimburse any of the costs of health care services.

E.

“Health care services” means services for the diagnosis, prevention, treatment, cure or relief of a health
condition, illness, injury or disease.
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F.

“Health carrier” means an entity subject to the insurance laws and regulations of this state, or subject to the
jurisdiction of the commissioner, that contracts or offers to contract to provide, deliver, arrange for, pay for
or reimburse any of the costs of health care services, including a sickness and accident insurance company,
a health maintenance organization, a nonprofit hospital and health service corporation, or any other entity
providing a plan of health insurance, health benefits, or health care services.

Drafting Note: States that license health maintenance organizations pursuant to statutes other than the insurance statutes and regulations, such as the public
health laws, will want to reference the applicable statutes instead of, or in addition to, the insurance laws and regulations.

G.

“Health maintenance organization” means a person that undertakes to provide or arrange for the delivery of
health care services on a prepaid basis, except for a covered person’s responsibility for copayments,
coinsurance or deductibles.

H.

“Medicare” means Title XVIII of the United States Social Security Act as added by the Social Security
Amendments of 1965 or as later amended or superseded.

Section 3.

Applicability and Scope

A.

Except as provided in Subsection B, this Act shall apply to any group health benefit plan delivered or
issued for delivery in this state.

B.

The provisions of this Act shall not apply to a health benefit plan that provides coverage only for a
specified disease, specified accident or accident-only coverage, credit, dental, disability income, hospital
indemnity or other fixed indemnity coverage, long-term care insurance, as defined by [insert reference in
state law that defines long-term care insurance], vision care or any other supplemental benefit or to a
Medicare supplement policy, coverage under a plan through Medicare, Medicaid or the federal employees
health benefits program, any coverage issued under Chapter 55 of Title 10, U.S. Code and any coverage
issued as supplemental to that coverage, any coverage issued as supplemental to liability insurance,
workers’ compensation or similar insurance, automobile medical-payment insurance or any insurance
under which benefits are payable with or without regard to fault, whether written on a group blanket or
individual basis.

Section 4.

Conversion Privilege

A.

Any health carrier providing coverage under a group health benefit plan shall provide that an employee or
member whose coverage under the plan has been terminated for any reason, including discontinuance of
the group health benefit plan in its entirety or with respect to an insured class, and who has been
continuously covered under the group health benefit plan and under any group health benefit plan providing
similar benefits which it replaces for at least three (3) months immediately prior to termination is entitled to
have issued to him or her a converted policy, without evidence of insurability, subject to the provisions of
this Act.

B.

A health carrier shall include a notice of the right of conversion in each certificate of coverage.

C.

An employee or member or a dependent of an employee or member shall not be entitled to a converted
policy if termination under the group health benefit plan occurred because:
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(1)

The employee or member failed to pay any required premium or contribution;

(2)

The employee or member or dependent performed an act or practice that constitutes fraud in
connection with the coverage;

(3)

The employee or member or dependent made an intentional misrepresentation of a material fact
under the terms of coverage; or

(4)

The terminated coverage under the group health benefit plan was replaced by similar coverage
within thirty-one (31) days after the date of termination.
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D.

Written application for the converted policy shall be made and the first premium paid to the health carrier
no later than thirty-one (31) days after the date of termination of coverage under the group health benefit
plan.

E.

The effective date of the converted policy shall be the day following the date of termination of coverage
under the group health benefit plan.

Section 5.
A.

Conversion Premium
Subject to Subsection B, the initial premium for the converted policy for the first twelve (12) months and
subsequent renewal premiums shall be determined in accordance with the health carrier’s premium rates
applicable to individually underwritten standard risks, to the age and class of risk of each individual to be
covered under the converted policy and to the type and amount of coverage provided. The experience under
converted policies shall not be an acceptable basis for establishing rates for converted policies.

Alternate No. 1
B.

If a health carrier experiences incurred losses, for a period of two (2) years, on conversion policies that
have been in force for at least one year, which exceed earned premiums by more than twenty percent
(20%), the health carrier may file with the commissioner amended renewal rates for the subsequent year,
that will produce a loss ratio of not less than 120%.

Drafting Note: The above subsection should be inserted in states that have rate review authority.

Alternate No. 2
B.

If a health carrier experiences incurred losses, for a period of two (2) years, on conversion policies that
have been in force for at least one year, which exceed earned premiums by more than twenty percent
(20%), the health carrier may amend renewal rates for the subsequent year, that will produce a loss ratio of
not less than 120%.

Drafting Note: The above subsection should be inserted in states that do not have rate review authority.

C.

Conditions pertaining to health status shall not be an acceptable basis for classification for the purposes of
this section. The frequency of premium payment shall be the frequency customarily required by the health
carrier for the policy form and plan selected, provided that the health carrier shall not require premium
payments less frequently than quarterly.

Drafting Note: Because converted policies generally comprise a substandard class of risk, rates based on the experience of converted policies would reflect
substandard morbidity. As a result, rates for policies that provide an acceptable level of benefits may very well require premiums that would be out of reach
for the average converting person. In effect, such rates are based on the assumption that the converting person is a substandard risk. Such an assumption runs
counter to the intent of this model law. It serves no purpose to require issue of a converted policy without evidence of insurability if the insurer is allowed to
automatically assume the converting person is substandard and charge an accordingly high premium.
It is understood that premiums based on standard morbidity assumptions will generally be inadequate as is the case in life insurance conversions. It is also
understood that the rate inadequacy may be handled in much the same manner as life insurance conversions by spreading the extra cost over the group
business through conversion charges to the group or through an extra charge in the group premium.

Section 6.

Scope of Coverage

The converted policy shall cover the employee or member and any dependents, who were covered under the group health
benefit plan on the date of termination of coverage. At the option of the health carrier, a separate converted policy may be
issued to cover any dependent.
Section 7.
A.

Exceptions to Guaranteed Coverage
A health carrier shall not be required to issue a converted policy covering an individual if the individual:
(1)

Is or could be covered by Medicare;

(2)

Is covered for similar benefits by another individual health benefit plan; or
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(3)

B.

Section 8.

Is or could be covered for similar benefits under any arrangement of coverage for individuals in a
group, whether on an insured or uninsured basis or similar benefits are provided or are available to
the individual in accordance with any state or federal law and together with the converted policy’s
benefits would result in overinsurance according to the health carrier’s standards for
overinsurance.

The health carrier’s standards for overinsurance, referenced under Subsection A(3), shall bear some
reasonable relationship to actual health care service costs in the area in which the individual lives at the
time of conversion and shall be filed with the commissioner prior to their use in denying coverage.
Information Requested by Health Carrier

A converted policy may include a provision permitting the health carrier to request information in advance of any premium
due date of the policy of any individual covered under the policy as to whether:
A.

The individual is covered for similar benefits under another health benefit plan or any other plan or
program;

B.

The individual is covered for similar benefits under any arrangement of coverage for individuals in a group,
whether on an insured or uninsured basis; or

C.

Similar benefits are provided for or available to the individual in accordance with the requirements of any
state or federal law.

Section 9.
A.

Exceptions to Guaranteed Renewal
A converted policy may permit the health carrier to refuse to renew the policy or the coverage of any
individual covered under the policy for any of the following reasons only:
(1)

The individual failed to pay premiums or contributions in accordance with the terms of the
converted policy, including timeliness requirements;

(2)

The individual performed an act or practice that constitutes fraud in connection with coverage;

(3)

The individual made an intentional misrepresentation of a material fact under the terms of
coverage;

(4)

For a network plan, the individual no longer lives, resides or works in the health carrier’s service
area or the area for which the health carrier is authorized to do business, provided coverage is
terminated without regard to any health status-related factor relating to any covered individual; or

(5)

Any other reason approved by the commissioner.

Drafting Note: As noted in the preamble to the interim final rules implementing the individual market provisions of the Health Insurance Portability and
Accountability Act of 1996 (HIPAA), “a conversion policy is an individual policy, not a group policy, even though prior group coverage is a prerequisite to
qualifying for the conversion policy.” 62 Fed. Reg. 16987 (April 8, 1997). As such, with respect to Paragraph (5), states should be aware that Public Health
Service Act (PHSA) Section 2742, as added by HIPAA, lists specific exceptions to guaranteed renewability in the individual market. States may want to
review PHSA Section 2742 prior to adding other exceptions to guaranteed renewal. States also should be aware that PHSA Section 2742 does not contain an
exception to guaranteed renewability in the case of an individual attaining eligibility for Medicare. However, also as noted in the preamble to the interim
final rules, if permitted by state law, policies that are sold to individuals before they obtain Medicare eligibility may contain coordination of benefit clauses
that exclude payment under the policy to the extent that Medicare pays. 62 Fed. Reg. at 16989 (April 8, 1997).

B.

For purposes of this section:
(1)
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“Health status-related factor” means any of the following factors:
(a)

Health status;

(b)

Medical condition, including both physical and mental illness;

(c)

Claims experience;
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(d)

Receipt of health care;

(e)

Medical history;

(f)

Genetic information;

(g)

Evidence of insurability, including conditions arising out of acts of domestic violence; or

(h)

Disability.

Drafting Note: This definition tracks language contained in PHSA Section 2702(a), as amended by HIPAA.

(2)

Section 10.

“Network plan” means a health benefit plan issued by a health carrier under which the financing
and delivery of health care services, including items and services paid for as health care services,
are provided, in whole or in part, through a defined set of providers under contract with the health
carrier.

Level of Benefits to be Offered

A health carrier shall issue a converted policy that conforms to the requirements as prescribed by the commissioner.
Section 11.

Excess Benefits

A health carrier shall not be required to issue a converted policy that provides benefits in excess of those provided under the
group health benefit plan from which conversion is made.
Section 12.

Preexisting Condition Provision

The converted policy shall not exclude a preexisting condition not excluded by the group health benefit plan. However, the
converted policy may provide that any hospital, surgical or medical benefits payable under the policy may be reduced by the
amount of any such benefits payable under the group health benefit plan after the termination of the individual’s group
coverage. The converted policy may also provide that during the first policy year the benefits payable under the converted
policy, together with the benefits payable under the group health benefit plan, shall not exceed the benefits that would have
been payable had the individual’s coverage under the group health benefit plan remained in force and effect.
Section 13.

Alternative Plans

A health carrier may offer alternative plans for group health benefit plan conversion in addition to those required by this Act.
Section 14.

Other Conversion Privileges

A.

If coverage would have been continued for an employee under the group health benefit plan following the
employee’s retirement prior to the time the employee is or could be covered by Medicare and provided that
the employee would have been eligible for continuation of coverage under the group health benefit plan,
the employee may elect, instead of continuing coverage under the group health benefit plan, to have the
same conversion rights as would apply had the employee’s coverage under the group health benefit plan
terminated at retirement by reason of termination of employment or membership.

B.

The conversion privilege provided in this Act shall be available to:
(1)

The surviving spouse at the death of an employee or member, with respect to the spouse and any
dependent children whose coverage under the group health benefit plan terminates by reason of
that death or, if the group health benefit plan provides for continuation of dependent coverage
following the employee’s or member’s death, at the end of the continuation coverage;

(2)

Each surviving dependent child at the death of an employee or member whose coverage under the
group health benefit plan terminates by reason of that death or, if the group health benefit plan
provides for continuation of dependent coverage following the employee’s death, at the end of the
continuation coverage;
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Section 15.

(3)

The spouse of an employee or member upon the termination of coverage of the spouse under the
group health benefit plan because the spouse becomes ineligible for coverage under that plan
because of divorce, separation or otherwise, while the employee or member remains covered
under the group health benefit plan, with respect to the spouse and any dependent child whose
coverage under the group health benefit plan terminates at the same time; or

(4)

A dependent child solely with respect to the dependent child only upon termination of the
dependent child’s coverage under the group health benefit plan by reason of ceasing to be eligible
for coverage under the group health benefit plan, if a conversion privilege is not otherwise
provided under the provisions of this Act with respect to the termination.

Reduction of Coverage Due to Medicare

A converted policy may provide for reduction of coverage on any individual upon the individual’s eligibility for coverage
under Medicare or under any other state or federal law providing for benefits similar to those provided by the converted
policy.
Section 16.

Group Coverage Instead of Individual Coverage

A health carrier may elect to provide coverage under a group health benefit plan instead of issuing a converted policy.
Section 17.

Out-of-State Conversions

A converted policy that is delivered outside this state shall be on a form which could be delivered in any other jurisdiction as
a converted policy had the group health benefit plan been issued in that jurisdiction.
Section 18.

Effective Date

The provisions of this Act shall take effect [insert a date not less than twelve (12) months after the date of enactment] and
shall apply to group health benefit plans delivered, issued for delivery or amended on or after this date.
_______________________________
Chronological Summary of Action (all references are to the Proceedings of the NAIC).
1976 Proc. I 7, 10-11, 381, 386-387, 493, 494-499 (adopted).
2005 Proc. 1st Quarter 217, 262 (amended adopted by parent committee).
2005 Proc. 2nd Quarter 49, 58-67 (reprinted and adopted by Plenary).
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