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Reading ease standards for life and health
insurance policies; procedures for deter-
mining ease of reading; certificate of com-
pliance with standards to accompany
policy filing

Director may authorize lower reading ease
standards; conditions

Approval of certain policy forms not con-
taining specified provisions; conditions for
approval

INDIVIDUAL LIFE INSURANCE AND ANNUITIES

743.150
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743.165
743.168
743.171
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Statements of insured
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justable interest rate

Reinstatement

Payment of claim; payment of interest
upon failure to pay proceeds

Settlement option
Title
Beneficiary, industrial policies

Standard Nonforfeiture Law for Life In-
surance; applicability

Required provisions relating to nonforfei-
ture

Determination of cash surrender values;
applicability to certain policies

Determination of paid-up nonforfeiture
benefits

Calculation of adjusted premiums
Adjusted premiums; applicability

Requirements for determination of future
premium amounts or minimum values

Supplemental rules for calculating non-
forfeiture benefits

Cash surrender values upon default in
premium payment

Policy benefits and premiums that shall be
disregarded in calculating cash surrender
values and paid-up nonforfeiture benefits

Prohibited provisions

Acts of corporate insured or beneficiary
with respect to policy

Variable life policy provisions
“Profit-sharing policy” defined

“Charter policy” or “founders policy” de-
fined

“Coupon policy” defined

Profit-sharing, charter or founders policies
prohibited
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policyholders

(Individual Annuity and Pure Endowment
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Policies)
Scope of ORS 743.255 to 743.273
Grace period, annuities
Incontestability, annuities
Entire contract, annuities
Misstatement of age or sex, annuities
Dividends, annuities
Reinstatement, annuities

Periodic stipulated payments, variable an-
nuities
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bility benefits on minimum nonforfeiture
amounts
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Requirements for issuance of group life
insurance policies
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policies

Nonforfeiture provisions

Grace period

Incontestability

Application;
policyholders and insureds

Evidence of insurability
Misstatement of age

Payments under policy; payment of inter-
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Issuance of certificates

representations by

Termination of individual coverage

Termination of policy or class of insured
persons

Death during period for conversion to in-
dividual policy

Statement furnished to
credit life insurance policy

Assignability of group life policies

Certain sales practices prohibited
Eligibility of association to be group life
policyholder; rules

Requirements for certain group life poli-
cies issued to trustees of certain funds

Continuing coverage upon replacement of
group life policy

insured under

CREDIT LIFE AND CREDIT HEALTH INSURANCE

743.371

743.372

743.373

743.374
743.375

743.376

743.377

Definitions for credit life and credit health
insurance provisions

Applicability of credit life and credit
health insurance provisions

Forms of credit life and credit health in-
surance

Limits on amount of credit life insurance

Limit on amount of credit health insur-
ance

Duration of credit life and credit health
insurance

Credit life and credit health insurance
policy or group certificate; contents; de-
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743.379
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743.411
743.412

743.414

743.417
743.420
743.423
743.426
743.429
743.432
743.435
743.438
743.441
743.444
743.447

743.450
743.453
743.456
743.459

743.462

743.465
743.468
743.471
743.472

743.474
743.477
743.480

743.483'

743.486

743.489

743.492

743.495

743.498

743.516

56-196

livery of policy, certificate or copy of ap-
plication

Charges and refunds to debtor, credit life
and credit health insurance

Status of remuneration to creditor

Claim report and payment, credit life and
credit health insurance

HEALTH INSURANCE
(Individual)
Exceptions to individual health insurance
policy requirements
General requirements,
insurance policies

Mandatory provisions,
insurance policies

Entire contract; changes

Coverage for alcoholism treatment; condi-
tions; limits

Time limit
incontestability
Grace period
Reinstatement
Notice of claim
Claim forms
Proofs of loss
Time of payment of claims
Payment of claims

Physical examinations and autopsy
Legal actions

Change of beneficiary

Optional provisions, individual health in-
surance

Change of occupation
Misstatement of age
Other insurance in same insurer

individual health

individual health

on certain defenses;

Insurance with other insurers, expense in-
curred benefits

Insurance with other insurers, other than
expense incurred benefits

Relation of earnings to insurance
Unpaid premium
Cancellation provision

Permissible reasons for cancellation or re-
fusal to renew

Conformity with state statutes

Illegal occupation

Intoxicants and controlled substances
Arrangement of provisions

Construction of term “insured” in statu-
tory policy provisions

Extension of coverage beyond policy pe-
riod; effect of misstatement of age

Policy return and premium refund pro-
vision
Use of unqualified terms “noncancelable”

or ‘“guaranteed renewable”; synonymous
terms

Statement in policy of cancelability or
renewability

(Franchise)
“Franchise health insurance” defined
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743.519

743.520

743.522
743.523
743.524

743.526

743.527

743.528
743.529
743.530
743.531

743.534
743.537

743.540
743.543
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743.549
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743.555
743.558

743.559

743.600

743.601

743.602

743.610

743.611

743.613
743.614

Requirements for franchise health insur-
ance

Sale of union or association membership
to qualify for franchise health insurance
prohibited

(Group and Blanket)
“Group health insurance” defined
Certain sales practices prohibited

Eligibility of association to be group health
policyholder; rules

Determination of whether trustees are
policyholders; consequences

Certain group health insurance policies to
continue in effect upon payment of pre-
mium by insured individual; conditions for
continued coverage; required provisions in
policies ~

Required provisions in group health insur-
ance policies

Continuation of benefits after termination
of group health insurance policy

Continuation of benefits after injury or
illness covered by workers’ compensation

Direct payment of hospital and medical
services; rate limitations

“Blanket health insurance” defined
Required provisions, blanket health insur-
ance policies

Application and certificates not required,
blanket health insurance policies

Facility of payment, blanket health insur-
ance policies

Policy form approval, blanket health in-
surance

Restriction on reduction of benefits pro-
visions in group and blanket health poli-
cies

Guidelines for application of ORS 743.549
Application of ORS 743.549 and 743.552

Group health insurance coverage for
treatment of chemical dependency, includ-
ing alcoholism, and for mental or nervous
conditions

Applicability to disability policies of cover-
age requirements for treatment for chemi-
cal dependency including alcoholism, and
for mental or nervous conditions

(Continuation and Conversion)

Availability of continued coverage under
group policy for surviving, divorced or
separated spouse 55 or older

Procedure for obtaining continuation of
coverage under ORS 743.600

Premium for continuation of coverage un-
der ORS 743.600; termination of right to
continuation

Continuation of coverage under group pol-
icy upon termination of employment or
membership or dissolution of marriage;
applicability of waiting period to rehired
employee

Conversion of coverage under group policy
to individual pelicy

Individual pelicy plans

Alternative plans for conversion

743.616
743.617
743.619

743.620

743.622

743.650

743.652
743.653
743.655
743.658

743.680
743.682
743.683

743.684

743.685
713.688
743.687
743.688
743.689

743.700
743.701

743.703
743.704

743.706
743.707
743.709

743.710

743.712

743.7113
743.714

743.715
743.716

43.117
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Availability of coverage under group or
;lmtivndual policy for retired certlﬁcate
older

Reduction or termination of coverage un-
der individual policy upeon eligibility for
Medicare

Availability of coverage under individual
policy to persons other than certificate
holder :

Individual policy benefits
similar to group policy
Out-of-state individual policy form

substantially

(Long Term Care)

Long Term Care Insurance Act; purpose;
application

Definitions
Prohibition on certain policies
Rules; disclosure; contents of policy

Ell ibility for benefits; providers required
e covered

(Medicare Supplement)
Definitions for ORS 743.680 to 743.689
Application of ORS 743.680 to 743.689

Policy contents; standards for benefit and
claims payments

Filing of policy; loss ratio standards; agent
compensation

Fact sheet; information brochure

Right to return of policy; premium refund
Advertising

Rules

Director’s authority upon violation of ORS
743.680 to 743.689

(Required Reimbursements)
Automatic repeal of certain statutes on
individual and group health insurance
Reimbursement for services performed by
state hospital or state approved program
Reimbursement for services of optometrist
Reimbursement for diabetes self-
management education programs
Reimbursement for maxillofacial prosthetic
services
Health insurance coverage for newly born
children
Reimbursement for services provided by
psychologist
Denial or cancellation of health insurance

because of diethylstilbestrol use by mother
prohibited

Reimbursement for services of nurse prac-
titioner
Reimbursement for services of denturist

Reimbursement for services of clinical so-
cial worker

Coverage for care in long term care facil-
ity; prior hospitalization requirement; no-
tice

Coverage of children not residing in
household of policyholder or employee of
policyholder
Tourette Syndrome;
treatment

reimbursement for
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743.718 Payments for ambulance care and trans-
portation

743.719 Reimbursement for certain surgical ser-
vices performed by dentists

743.721 Nondiscriminatory health insurance cov-
erage for women

743.722 Reimbursement for acupuncturist

CROSS REFERENCES
Ambulance service lien on amount payable under in-
surance contract, 87.603 to 87633

Definitions and general provisions applicable, 731 004 to
731 194

Gifts of life insurance policies and annuity contracts to
minors, 126 805 to 126 886

“Insurance Code” defined, 731 004

Life insurance policies as security for savings assocl-
ation loans, 722332

Mandated health coverage study, 171.870 to 171 880

Medical records disclosure to insurer, 192 550

Nuclear power plants; required

469.565,
469.567

insurance,

Recovery upon policy on claim or insolvency of insurer,
734 510 to 734710

Retail instalment contracts, insurance, 83 110, 83.580
State as insurer of public vehicles, 278.210

Trusts for death benefits payable under life insurance
policies, administration, 128.460 to 128.500

743.046
Insurance proceeds under Uniform Simultaneous Death
Act, 112615 .
Murderer of insured as beneficiary, 112.455.to 112.555
743.150 '

Fiduciary, limit on investment 1n life insurance, 128.057
T O743.204

Minimum valuation standards for
733123 .

743.303 '

policies, 733 120,

Group life insurance for police and {iremen not subject
to requirements of section, 243.043
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743.024

GENERAL PROVISIONS
743.003 {1967 ¢.359 §335; renumbered 742.001 in 1989]
]743.008 |Formerly 736.300; renumbered 742.003 in
1989

743.009 [1967 c 359 §337; 1969 ¢.336 §11; 1973 c.608 §1;
renumbered 742 005 in 1989) i

743.010 Director to adopt rules with
respect to certain health insurance policy
forms. (1) In addition to all other powers of
the director with respect thereto, the direc-

tor may issue rules with respect to policy
forms described in ORS 742.005 (6)(a) and (b):

(a) Establishing minimum benefit stand-
ards;

(b) Requiring the ratio of benefits to pre-
miums to be not less than a specified per-
centage in order to be considered reasonable,
and requiring the periodic filing of data that
wihl demonstrate the insurer’s compliance;
an

(c) Establishing requirements intended to
discourage duplication or overlapping of cov-
erage and replacement, without regard to the
advantage to policyholders, of existing poli-
cies by new policies.

(2) The director shall issue rules pursu-
ant to subsection (1) of this section with re-
spect to policy forms marketed as
supplements to federal Medicare benefits,
and such rules shall provide for a minimum
loss ratio of 60 percent. [1979 c.857 §2]

743.011 (1985 c 827 §2; repealed by 1989 ¢ 255 §15).

743.012 [1967 ¢ 359 §338, 1989 ¢ 700 §13, renumbered
742007 in 1989)

743.013 Disclosure of differences in
replacement health insurance policies;
nonduplication for persons 65 and older.
(1) The Director of the Department of Insur-
ance and Finance shall adopt by rule re-
quirements for' disclosure by group and
individual health insurers to individual and
group health insurance policyholders the dif-
ference between coverage under the existing
policy and coverage being offered to replace
that coverage. ,

(2) The provisions of this section do not
apply to disability income insurance.

(3) The Director of the Department of
Insurance and Finance shall adopt by rule
requirements for nonduplication and replace-
ment of major medical, Medicare supplement,
long term care and special illness policies for
applicants 65 years of age and older. The
agent shall offer to comparé for any appli-
cants 65 years of age and older the appli-
cant’s existing policy or policies and
coverage being offered to replace or supple-
rr;gl?tgz};he applicant’s existing coverage. [1989
C.

Note: Section 5, chapter 474, Oregon Laws 1989,
provides:

Sec. 5. This Act applies only to policies issued or
renewed on and after the effective date of rules adopted
pursuant to section 2 of this Act. The initial rules under
section 2 of this Act [743.013] must be adopted prior to
January 1, 1990. [1989 c.474 §5]

743.015 Filing and approval of credit
life and credit health insurance forms;
filing of rates. (1) All credit life and credit
health insurance policies subject to ORS
743.371 to 743.380, and all certificates of in-
surance, notices of proposed insurance, ap-
plications for insurance, indorsements and
riders used in connection with such kinds of
policies, delivered or issued for delivery in
this state and the schedules of premium rates
pertaining thereto shall be filed with the di-
rector. Such forms shall be subject to ap-
proval, disapproval or withdrawal of approval
by the director as provided in ORS 742.003,
742.005 and 742.007. Policies issued pursuant
to ORS 731.442 shall be subject to the same
regulation as other credit insurance policies.

(2) An insurer may revise such schedules
of premium rates from time to time, and
shall file such revised schedules with the di-
rector. No insurer shall issue any such credit
life or credit health insurance policy for
which the premium rate exceeds that deter-
mined by the schedules of such insurer as
then on file with the director.

(3) If such a group policy of credit life or
credit health insurance has been or is deliv-
ered in another state the insurer shall be
required to file only the group certificate,
the individual application and notice of pro-
posed insurance delivered or issued for de-
livery in this state as specified in ORS
743.377 (2) and (4), and such forms shall be
approved by the director if they conform
with the requirements specified in such sub-
sections and 1if the schedules of premium
rates applicable to the insurance evidenced
by such certificate or notice are not in ex-
cess of 'the insurer's schedules of premium

rates filed with the director. [Formerly 739.595;
1969 c.336 §12; 1971 c 231 §20]

743.018 Life and health insurance, fil-
ing rates. Except for group life and health
insurance, and except as provided in ORS
743.015, every insurer shall file with the di-
rector all schedules and tables of premium
rates for life and health insurance to be used
on risks in this state, and shall file any
amendments to or corrections of such sched-
ules and tables. [1967 c.359 §340]

743.021 [1967 c.359 §341; 1971 c.231 §21; 1973 ¢.525 §1;
renumbered 742.009 in 1989}

743.024 Insurable interest and benefi-
ciaries, personal insurance. (1) Any indi-
vidual of competent legal capacity may
procure or effect an insurance policy on the
individual’'s own life or body for the benefit
of any person. However, except as provided
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in ORS 743.030, no person shall procure or
cause to be procured any insurance policy
upon the life or body of another unless the
benefits under such policy are payable to the
individual insured or the personal represen-
tatives of the individual, or to a person hav-
ing, at the time such policy was entered into,
an insurable interest in the individual in-
sured.

(2) If the beneficiary, assignee or other
payee under any policy made in violation of
this section receives from the insurer any
benefits thereunder accruing upon the death,
disablement or injury of the individual in-
sured, the individual insured or the individ-
ual's executor or administrator, as the case
may be, may maintain an action to recover
such benefits from the person so receiving
them.

(3) An insurer shall be entitled to rely
upon all statements, declarations and repres-
entations made by an applicant for insurance
relative to the matter of insurable interest.
No insurer shall incur legal liability, except
as set forth in the policy, by virtue of any
untrue statements, declarations or represent-
ations so relied upon in good faith by the
insurer.

(4) This section does not apply to annuity
policies. [1967 c.359 §342)

743.027 Consent of individual required
for life and health insurance; exceptions.
No life or health insurance policy upon an
individual, except a policy of group life in-
surance or of group or blanket health insur-
ance, shall be made or effectuated unless at
the time of the making of the policy the in-
dividual insured, being of competent legal
capacity to contract, applies therefor or has
consented thereto in writing, except in the
following cases:

(1) A spouse may effectuate such insur-
ance upon the other spouse.

(2) Any person having an insurable in-
terest in the life of a minor, or any person
upon whom a minor is dependent for support
and maintenance, may effectuate insurance
upon the life of or pertaining to such minor.

(3) Family policies may be issued insur-
ing any two or more members of a family on
an application signed by either parent, a

step?arent or by a husband or wife. [1967 ¢ 359
§342a

743.028 Authority to prescribe uniform
health insurance claim forms. The direc-
tor shall prescribe uniform health insurance
claim forms which shall be used by all
insurers transacting health insurance in this
state and by all state agencies that require
health insurance claim forms for their re-
cords. [1973 c.109 §2]

743.030 Life insurance for benefit of
charity. (1) Life insurance policies may be
effected although the person paying the con-
sideration has no insurable interest in the
life of the person insured if a charitable, be-
nevolent, educational or religious institution
is de51gnated irrevocably as the beneﬁc1ary

(2) In making such policies the person
paying the premium shall make and sign the
application therefor as owner. The applica-
tion also must be signed by the person whose
life is to be insured. Such a policy shall be
valid and binding between and among all of
the parties thereto.

(3) The person paying the consideration
for such insurance shall have all rights con-
ferred by the poli¢y to loan value at any time
during the premium-paying period, but not at
maturity, notwithstanding such person has
no insurable interest in the life of the person
insured. [Formerly 739.420]

743.033 {1967 ©.359 §344; renumbered 742 011 in 1989}

743.036 [Formerly 736.330; 1973 ¢.823 §149; repealed
by 1973 ¢.827 §83]

743.037 (1973 ¢ 521 §2; renumbered 743.721 in 1989)

743.039 Alteration of application, life
and health insurance. (1) An application
for a life insurance policy may not provide
for alterations by any person other than the
applicant in either the application or the
policy to be issued thereon with respect to
the amount of insurance, classification of
risk, plan of insurance or the benefits unless
the application contains a statement that no
such changes are effective until approved in
writing by the applicant.

(2) No alteration of any written applica-
tion for any health insurance policy shall be
made by any person other than the applicant
without the written consent of the applicant,
except that insertions may be made by the
Insurer, for administrative purposes only, in
such manner as to indicate clearly that such
insertions are not to be ascribed to the ap-
plicant. [1967 c.359 §346]

743.041 Payment discharges insurer.
Whenever the proceeds of or payments under
a life or health insurance policy become
payable in accordance with the terms of such
follcy, or the exercise of any right or privi-

ege under such policy, and the insurer
makes payment in accordance with the terms
of the policy or in accordance with any
written assignment of the policy, the person
so designated as being entitled to the pro-
ceeds or payments shall be entitled to re-
ceive them and to give full acquittance
therefor, and such payments shall fully dis-
charge the insurer from all c]alms under the
policy unless, before payment is made, the
insurer has received at its home office writ-
ten notice by or on behalf of some other
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743.049

person that such other person claims to be
entitled to such proceeds or payments or
some interest in the policy. [Formerly 743.084]

743.042 (1967 ¢.359 §347; 1985 c 465 §1; renumbered
742013 in 1989}

743.043 Assignment of policies. A pol-
icy may be assignable or not assignable, as
provided by its terms. Subject to its terms
relating to assignability, any life or health
insurance policy, under the terms of which
the beneficiary may be changed upon the
sole request of the insured or owner, may be
assigned either by pledge or transfer of title,
by an assignment executed by the insured or
owner alone and delivered to the insurer,
whether or not the pledgee or assignee 1s the
insurer. Any such assignment shall entitle
the insurer to deal with the assignee as the
owner or pledgee of the policy 1n accordance
with the terms of the assignment, until the
insurer has received at its home office writ-
ten notice of termination of the assignment
or pledge, or written notice by or on behalf
of some other person claiming some interest
in' the po]icg’ in conflict with the assignment.
[Formerly 743.087] *

743.045 (Formerly 736 305, 1971 ¢.231 §22; 1985 c.465
§2; renumbered 742.016 in 1989]

743.046 ‘Exemption of, proceeds, indi-
vidual life insurance other than annui-
ties. (1) When a policy of insurance is
effected by any person on any person’s own
life or on another life in favor of some per-
son other than that person having an
insurable interest in the life insured, the
lawful beneficiary thereof, other than that
person or that person's legal representative,
1s entitled to its proceeds against the credi-
tors or representatives of the person effect-
ing the policy.

(2) The person to whom a policy of life
insurance is made payable may maintain an
action thereon in the person’s own name.

(3) A policy of life insurance payable to
a beneficiary other than the estate of the in-
sured, having by its terms a cash surrender
value available to the insured, is exempt
'from execution issued from any court in this
state and in the event of bankruptcy of such
insured is exempt from all demands in legal
proceeding under such bankruptcy.

(4) Subject. to the statute of limitations,
the amount of any premiums paid in fraud
of creditors for such insurance, with interest
thereon, shall inure to their benefit from the
proceeds of the policy. The insurer- issuing
the policy shall be discharged of all liability
thereon by payment of its proceeds in accor-
dance with its terms unless, before such
payment, the insurer has received at its
home office written notice by or in behalf of
some creditor, with specifications of the

amount claimed, claiming to recover for cer-
tain premiums paid in fraud of creditors.

(5) The insured under any policy within
this section shall not be denied the right to
change the beneficiary when such right is
expressly reserved in the policy.

(6) This section does not apply to annuity
policies. [Formerly 739405 and then 743.099]

743.047 Exemption of proceeds, group
life insurance. (1) A policy of group life in-
surance or the proceeds thereof payable to a
person or persons other than the individual
insured or the individual's estate shall be
exempt from debts and claims of creditors or
representatives of the individual insured and,
in the event of bankruptcy of the individual
insured, from all demands in legal pro-
ceedings under such bankruptcy.

(2) The provisions of subséction (1) of
this section do not apply to group life insur-
ance issued to a creditor covering the credi-
tor's debtors to the extent that such proceeds
are applied to payment of the obligation for
the purpose of which the insurance was so
issued. (Formerly 743.102]

743.048 {Formerly 736.313; renumbered 742.010)

743.049 Exemption of proceeds, annu-
ity policies; assignability of rights. (1) The
benefits, rights, privileges and options which

. are due or -prospectively due an annuitant

under any annuity policy issued before, on
or after June 8, 1967, shall not be subject to
execution, nor shall the annuitant be com-

pelled to exercise any such rights, powers or

options, nor shall creditors be allowed to in-
terfere with or terminate the policy, except:

(a) As to amounts paid for or as premium
on any such annuity with intent to defraud
creditors, with interest thereon, and of which
the creditor has given the insurer written
notice at its home office prior to the making
of the payments to the annuitant out of
which the creditor seeks to recover. Any
such notice shall specify the amount claimed
or such facts as will enable the insurer to
ascertain such amount, and shall set forth
such facts as will enable the insurer to as-
certain the annuity policy, the annuitant and
the payments sought to be avoided on the
ground of fraud.

(b) The total exemption of benefits pres-
ently due and payable to any annuitant peri-
odically or at stated times under all annuity
policies under which the person is an
annuitant shall not at any time exceed $250
per month for the length of time represented
by such instalments. Such periodic payments
in excess of $250 per month shall be subject
to garnishee execution to the same extent as
are wages and salaries.
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(c) If the total benefits presently due and
payable to any annuitant under all annuity
policies under which the person is an
annuitant shall at any time exceed payment
at the rate of $250 per month, the court may
order such annuitant to pay to a judgment
creditor or apply on the judgment, in
instalments, the portion of such excess bene-
fits as to the court may appear just and
proper, after due regard for the reasonable
requirements of the judgment debtor and
family, if dependent upon the judgment
debtor, as well as any payments required to
be made by the annuitant to other creditors
under prior court orders.

(2) If the policy so provides, the benefits,
rights, privileges or options accruing under
the policy to a beneficiary or assignee shall
not be transferable nor subject to commu-
tation, and if the benefits are payable peri-
odically or at stated times, the same
exemptions and exceptions contained in this
section for the annuitant shall apply with

respect to such beneficiary or assignee.
[Formerly 743 105|

743.050 Exemption of proceeds, health
insurance. Except as may otherwise be ex-
pressly provided by the policy, the proceeds
or avails of all health insurance policies and
of provisions providing benefits on account
of the insured’'s disability which are supple-
mental to life insurance policies, issued be-
fore, on or after June 8, 1967, shall be
exempt from all liability for any debt of the
insured, and from any debt of the beneficiary
existing at the time the proceeds are made

available for the use of the beneficiary.
{Formerly 743.108]

743.051 (1967 c 359 §350; renumbered 742.021 in 1989}
743.052 (1971 ¢ 372 §2; renumbered 743 719 1n 1989)

743.054 {1967 ¢.359 §35]1; renumbered 742.023 in 1989]
743.057 [1967 ¢ 359 §352; renumbered 742 026 1n 1989)
743.080 [1967 ¢.359 §353; renumbered 742 028 1n 1989)
743.063 (1967 ¢.359 §354; renumbered 742 033 in 1989)

743.066 [1967 c 359 §355; 1971 c.23! §23; renumbered
742 036 in 1989)

743.069 [1967 ¢ 359 §356, renumbered 742 038 1n 1989)

743.072 [Formerly 736.310, 1971 c.231 §24; 1973 c 149
§1, renumbered 742.041 1n 1989]

743.075 {1967 c 359 §358; 1975 c.391 §1; 1977 c 742 §8;
renumbered 742.043 in 1989)

743.078 [1967 c.359 §339; renumbered 742046 1n 1989]

743.080 [1971 c 231 §5; 1983 ¢ 249 §1, renumbered
742 048 in 1989)

743.081 (1967 ¢.359 §360; renumbered 742051 in 1989}
743.084 [1967 c.359 §361; renumbered 743.041 in 1989}
743.087 (1967 c.359 §362; renumbered 743.043 in 1989}

743.090 (Formerly 736 335; repealed by 1973 c 827
83]

743.093 11967 c 359 §364; renumbered 742.053 in 1989)
743.096 [1967 c.359 §365; renumbered 742 056 in 1989)

743.099 (Formerly 739.405, renumbered 743.046 in
1989]

POLICY LANGUAGE SIMPLIFICATION

743.100 Short title. ORS 743.100 to
743.109 may be cited as the Life and Health
Insurance Policy Language Simplification
Act. [Formerly 743.350)

743.101 Purpose. (1) The purpose of the
Life and Health Insurance Policy Language
Simplification Act is to establish minimum
standards for language used in policies and
certificates of life insurance and health in-
surance delivered or issued for delivery in
this state in order to facilitate ease of read-
ing.

(2) ORS 743.100 to 743.109 is not intended
to increase the risk assumed by insurers or
to supersede their obligation to comply with
the substance of other Insurance Code pro-
visions applicable to insurance policies. ORS
743.100 to 743.109 is not intended to impede
flexibility and innovation in the development
of policy forms or content or to lead to the
standardization of policy forms or content.
[Formerly 743.353]

743.102 (1967 ¢.359 §367; renumbered 743 047 1n 1989}

743.103 Definitions for ORS 743.100 to
743.109. As used in ORS 743.100 to 743.109,
“policy” has the meaning given in ORS
731.122 and, in addition, includes a certif-
icate issued pursuant to a group insurance
policy delivered or issued for delivery in this
state. [Formerly 743.357]

743.104 Scope of ORS 743.100 to
743.109. (1) ORS 743.100 to 743.109 applies to
all policies delivered or issued for delivery in
this state, except:

(a) Any policy that is a security subject
to federal jurisdiction.

(b) Any group policy covering a group of
1,000 or more lives at date of issue, other
than a group credit life insurance policy or
a group credit health insurance policy. How-
ever, this paragraph shall not exempt any
certificate issued pursuant to a group policy.

(c) Any group annuity contract that
serves as a funding vehicle for a pension,
profit-sharing or deferred compensation plan.

(d) Any form used in connection with, as
a conversion from, as an addition to, or,
pursuant to a contractual provision, in ex-
change for, a policy delivered or issued for
delivery on a form approved or permitted to
be issued prior to the date the form must be
approved under section 9, chapter 708,
Oregon Laws 1979.

(e) The renewal of a policy delivered
or issued for delivery prior to the date the
policy form must be approved under section
9, chapter 708, Oregon Laws 1979.
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(f) Any certificate issued pursuant to a
group policy not delivered or issued for de-
livery 1n this state.

(2) A non-English language policy will be
deemed to comply with ORS 743.106 if the
insurer certifies that the policy is translated
from an English language policy that com-
plies with ORS 743.106. (Formerly 743 362]

743.105 [1967 c.359 §368; renumbered 743.049 in 1989}

743.106 Reading ease standards for life
and health insurance policies; procedures
for determining ease of reading; certif-
icate of compliance with standards to ac-
company policy filing. (1) No policy form
shall be delivered or issued for delivery in
this state unless:

(a) The policy text achieves a score of 40
or more on the Flesch reading ease test, or
an equivalent score on any comparable test
as provided in subsection (3) of this section;

(b) The policy, except for specification
pages, schedules and tables is printed in not
less than 10-point type, one point leaded;

(c) The style, arrangement and overall
appearance of the policy give no undue
prominence to any portion of the text, in-
cluding the text of any indorsements or rid-
ers; and

(d) The policy contains a table of con-
tents or an index of the principal sections of
the policy, if the policy has more than 3,000
words of text printed on three or less pages,
or regardless of the number of words if the
policy has more than three pages.

(2) For the purposes of this section, a
Flesch reading ease test score shall be cal-
culated as follows:

(a) For policy forms containing 10,000
words or less of text, the entire form shall
be analyzed. For policy forms containing
more than 10,000 words, two 200-word sam-
ples per page may be analyzed instead of the
entire form. The samples shall be separated
by at least 20 printed lines.

(b) The number of words and sentences
in the text shall be counted and the total
number of words divided by the total number
of sentences. The figure obtained shall be
multiplied by a factor of 1.015.

(¢c) The total number of syllables in the
text shall be counted and divid);d by the total
number of words. The figure obtained shall
be multiplied by a factor of 84.6.

(d) The sum of the figures computed un-
der paragraphs (b) and (c) of this subsection
subtracted from 206.835 equals the Flesch
reading ease test score for the policy form.

(e) For purposes of paragraphs (b) and (c)
of this subsection, the following procedures
shall be used: .

(A) A contraction, hyphenated word or
numbers and letters, when separated by
spaces, shall be counted as one word.

(B) A unit of words ending with a period,
semicolon or colon shall be counted as a
sentence.

(C) A “syllable” means a unit of spoken
language consisting of one or more letters of
a word as divided by an accepted dictionary.
If the dictionary shows two or more equally
acceptable pronunciations of a word, the
pronunciation containing fewer syllables may
be used. ’

() As used in this section, “text” in-
cludes all written matter except the follow-
ing:

(A) The name and address of the insurer;
the name, number or title of the policy; the
table of contents or index; captions and sub-
captions; specification pages; schedules or
tables; and

(B) Policy language drafted to conform to
the requirements of any state or federal law,
regulation or agency interpretation; policy
language required by any collectively bar-
gained agreement; medical terminology; and
words that are defined in the policy. How-
ever, the insurer shall identify the language
or terminology excepted by this subpara-
graph and shall certify in writing that the
language or terminology is entitled to be ex-
cepted by this subparagraph.

(3) Any other reading test may be ap-
proved by the director as an alternative to
the Flesch reading ease test if it is compara-
ble in result to the Flesch reading ease test.

(4) Each policy filing shall be accompa-
nied by a certificate signed by an officer of
the insurer stating that the policy meets the
minimum required reading ease score on the
test used, or stating that the score is lower
than the minimum required but should be
authorized in accordance with ORS 743.107.
To confirm the accuracy of a certification,
the director may require the submission of
further information.

(5) At the option of the insurer, riders,
indorsements, applications and other forms
made a part of the policy may be scored as
separate forms or as part of the policy with
which they may be used. [Formerly 743 365]

743.107 Director may authorize lower
reading ease standards; conditions. The
director may authorize a lower score than
the Flesch reading ease test score required
by ORS 743.106 when, in the director’s sole
discretion, the director finds that a lower
required score:

(1) Will provide a more accurate re-
flection of the readability of a policy form;
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(2) Is warranted by the nature of a par-
ticular policy form or type or class of policy
forms; or

(3) Is caused by certain policy language
drafted to conform to the requirements of
any state law, regulation or agency interpre-
tation. [Formerly 743 368}

743.108 (1967 c.359 §369; renumbered 743.050 in 1989}

743.109 Approval of certain policy
forms not containing specified provisions;
conditions for approval. A policy form
meeting the requirements of ORS 743.106
shall not be disapproved because of other
provisions of the Insurance Code that specify
the content of policies, if the policy form
provides the policyholders and claimants
protection not less favorable than they would

be entitled to under such provisions.
[Formerly 743 370]

I743.111 {Formerly 744 090; renumbered 742.058 in
9

743.114 [Formerly 736.325, 1971 c.123 §1; 1981 c.667
§1; renumbered 742.061 in 1989)

743.115 [1987 ¢.774 §46, 1989 ¢.376 §1; renumbered
742 063 in 1989}

743.118 {1971 c.603 §2, 1981 c.422 §1; 1981 c.891 §2,
renumbered 743 701 in 1989}

743.117 (1967 c 271 §§2, 3, renumbered 743703 1n
1989]

743.118 (1987 ¢.720 §2; renumbered 743 704 in 1989
743.119 [1981 ¢ 254 §2; renumbered 743.706 1n 1989)
743.120 1975 c.135 §2; renumbered 743.707 in 1989]
743.123 [1975 ¢ 338 §2; renumbered 743 709 in 1989]
743.125 (1979 c.268 §6; renumbered 743 710 1n 1989]
743.128 (1979 ¢.785 §20, renumbered 743712 in 1989
743.132 (1979 c.1 §15; renumbered 743 713 1n 1989}

743.135 [1981 ¢.422 §5; 1989 ¢ 721 §54, 1989 c.1080 §1;
renumbered 743.714 1n 1989])

I7~Ir3.138 [1987 ¢ 739 §§2, 4b; renumbered 743.715 in
1989

743.140 [1985 ¢ 536 §1; renumbered 743 716 1n 1989]
743.143 11985 ¢ 312 §2; renumbered 743.717 in 1989}
743.145 (1985 ¢ 747 §59; renumbered 743.700 in 1989]
743.147 [1987 ¢ 530 §2; renumbered 743718 in 1989]

INDIVIDUAL LIFE INSURANCE AND
ANNUITIES

{Generally)

743.150 Scope of ORS 743.150, 743.153
and 743.156. This section and ORS 743.153
and 743.156 apply only to policies of life in-

surance, other than group life insurance.
[1967 ¢.359 §372|

743.153 Statement of benefits. A life
insurance policy shall contain a provision
stating the amount of benefits payable or the
method to be used or procedure to be fol-
lowed in determining such amount, the man-
ner of payment and the consideration
therefor. [Formerly 739.310]

743.156 Statement of premium. A life
insurance policy shall contain a provision
separately stating the premium for each ben-
efit provision of the policy for which such
separate statement is necessary, as deter-
mined by the director, to give adequate dis-

g:loslure of the terms of the policy. [1967 c.359
374

{Individual Life Insurance Policies)

743.159 Scope of ORS 743.162 to
743.243. ORS 743.162 to 743.243 apply only to
policies of life insurance other than group
life 1insurance, and do not apply to annuity
or pure endowment policies. Such sections
apply to such pohicies that are policies of
variable life insurance, except to the extent

‘the provisions of such sections are obviously

inapplicable to variable life insurance or are
in conflict with other provisions of such
sections that are expressly applicable to var-
iable life insurance. [1967 c.359 §375, 1973 c.435 §16]

743.162 Payment of premium. A life
insurance policy shall contain a provision
relating to the time and place of payment of
premium. {1967 c.359 §376]

743.165 Grace period. A life insurance
policy shall contain a provision that a grace
period of 30 days, or, at the option of the
insurer, of one month of not less than 30
days, or of four weeks in the case of indus-
trial life insurance policies the premiums for
which are payable more frequently than
monthly, shall be allowed within which the
payment of any premium after the first may
be made, during which period of grace the
policy shall continue in full force. The
Insurer may impose an interest charge not in
excess of six percent per annum for the
number of days of grace elapsing before the
payment of the premium. If a claim arises
under the policy during such period of grace
the amount of any premium due or overdue,
together with interest and any deferred
instalment of the annual premium, may be

g3edIUCted from the policy proceeds. [1967 c 359
77

743.168 Incontestability. (1) A life in-
surance policy shall contain a provision that
the policy shall be incontestable after it has
been in force for two years from its date of
issue during the lifetime of the insured, ex-
cept for nonpayment of premiums. At the
option of the insurer the two-year limit
within which the policy may be contested
shall not apply to the provisions for benefits
in the event of total and permanent disability
and provisions which grant additional insur-
ance specifically against death by accident.

(2) A provision in a life insurance policy
providing that such policy shall be
incontestable after a specified period shall
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preclude only a contest of the validity of the
policy, and shall not preclude the assertion
at any time of defenses based upon provisions
in the policy which exclude or restrict cov-
erage, whether or not such restrictions or

exclusions are excepted in such provision.
[1967 c 359 §378]

743.171 Incontestability and limitation
of liability after reinstatement. (1) A rein-
stated policy of life insurance may be con-
tested on account of fraud or
misrepresentation of facts material to the
reinstatement only for the same period fol-
lowing reinstatement, and with the same
conditions and exceptions, as the policy pro-
vides with respect to contestability after ori-
ginal issuance.

(2) When any policy of life insurance is
reinstated, such reinstated policy may ex-
clude or restrict liability to the same extent
that such liability could have been or was
excluded or restricted when the policy was
originally issued, and such exclusion or re-
striction shall be effective from the date of
reinstatement. [1967 c.359 §379)

743.174 Entire contract. A life insur-
ance policy shall contain a provision that the
policy constitutes the entire contract be-
tween the parties. [1967 c.359 §380)

743.177 Statements of insured. A life
insurance policy shall contain a provision
that all statements made by or on behalf of
the insured shall, in the absence of fraud, be
deemed representations and not warranties,
and that no such statement shall be used in
defense of a claim under the policy unless
contained in a written application and unless
a copy of such application is indorsed upon

or attached to the policy when issued. {1967
c.359 §381)

743.180 Misstatement of age. A life in-
surance policy shall contain a provision that
if it is found at any time before final settle-
ment under the policy that the age of the
insured or of any other person whose age is
considered in determining the premium or
benefit accruing under the policy has been
misstated, the amount payable or benefit ac-
cruing under the policy shall be such as the
premium would have purchased at the cor-
rect age or ages, or the premium may be ad-
justed and credit given to the insured or to
the insurer, according to the insurer’s pub-
lished rate at date of issue. [1967 ¢.359 §382]

743.183 Dividends. (1) A life insurance
policy other than a nonparticipating policy
shall contain a provision that the policy shall
participate in the divisible surplus of the
insurer annually, beginning not later than
the end of the third policy year. Any policy
containing provision for participation begin-
ning at the end of the first or the second

policy year may provide that dividends for
either or both of such years shall be paid
subject to the payment of the premium for
the next ensuing year. The owner of the pol-
icy shall have the right each year to have
the dividend arising from such participation
paid in cash, and if the policy provides other
dividend options, it shall further provide
which dividend option is effective if the
owner does not elect one of such options on
or before the expiration of the period of
grace allowed for the payment of the pre-
mium.

(2) In participating industrial life insur-
ance policies, in lieu of the provision re-
quired 1n subsection (1) of this section, there
shall be a provision that, beginning not later
than the end of the fifth policy year, the
policy shall participate annually in the divis-
ible surplus in the manner set forth in the
policy.

(3) This section does not apply to any
form of paid-up insurance or temporary in-
surance or endowment insurance issued or
granted in exchange for lapsed or surren-
dered policies. [1967 ¢.359 §383]

743.186 Policy loan. (1) A life insurance
policy shall contain a provision that after
three full years’ premiums have been paid
and after the policy has a cash surrender
value and while no premium is in default
beyond the grace period for payment, the
insurer will advance, on proper assignment
or pledge of the policy and on the sole secu-
rity thereof, an amount equal to or, at the
option of the party entitled thereto, less than
the loan value of the policy, at a rate of in-
terest not exceeding the maximum rate per-
mitted by the policy loan provision. The
interest rate provision shall comply with
ORS 743.187. The loan value of the policy
shall be equal to the cash surrender value at
the end of the then current policy year, less
any existing indebtedness not already de-
ducted in determining such cash surrender
value including any interest then accrued
but not due, any unpaid balance of the pre-
mium for the current policy year, and inter-
est on the loan to the end of the current
policy year. The policy may also provide that:

(a) If interest on any indebtedness is not
paid when due it shall be added to the exist-
ing indebtedness and shall bear interest at
the rate applicable to the existing indebt-
edness; and

(b) Except as provided in ORS 743.187, if
the total indebtedness on the policy, includ-
ing interest due or accrued, equals or ex-
ceeds the amount of the loan value of the
policy, the policy shall terminate and become
void upon 30 days’ notice by the insurer
mailed to the last-known address of the in-
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sured or other policy owner and of any
assignee of record at the home office of the
insurer.

(2) The policy shall reserve to the insurer
the right to defer the granting of a loan,
other than for the payment of any premium
to the insurer, for six months after applica-
tion therefor.

(3) The policy, at the insurer’s option,
may provide for automatic premium loan.

(4) This section does not apply to term
insurance policies or term insurance benefits
provided by rider or supplemental policy
provisions, or to industrial life insurance
policies. 11967 c.359 §384, 1975 575 §1, 1981 c.412 §18]

743.187 Maximum interest rate on
policy loan; adjustable interest rate. (1)
Except as provided otherwise in this section,
the maximum interest rate in the policy loan
provision required by ORS 743.186 shall be
eight percent per year. The insurer may in-
clude 1n the policy loan provision, in lieu of
a fixed maximum interest rate, a provision
for an adjustable interest rate. The adjusta-
ble interest rate provision must comply with
this section. A limitation on interest rates
under state law, other than a limitation con-
tained in the Insurance Code, shall not apply
to interest rates for life insurance policy
loans unless the limitation specifically ap-
plies to life insurance policy loans.

(2) The adjustable interest rate provision:

(a) Shall state in substance that in ac-
cordance with the policy and the law of the
jurisdiction in which the policy is delivered,
the insurer will establish from time to time
the interest rate for an existing or a new
policy loan; and

(b) Shall set forth the dates on which the
insurer will determune policy loan interest
rates. These determination dates shall be at
regular intervals no longer than one year
and no shorter than three months.

(3) The maximum interest rate permitted
for a policy loan under the adjustable inter-
est rate provision shall be established by the
provision as the higher of:

(a) The interest rate used to calculate
cash surrender values under the policy dur-
ing the same period, plus one percent; and

(b} The Moody's Corporate Bond Yield
Average - Monthly Average Corporates, as
published by Moody’s Investors Service, Inc.,
for the calendar month which precedes by
two months the month in which the deter-
mination date for the policy loan interest
rate falls. However, if the Moody’s Corporate
Bond Yield Average - Monthly Average Cor-
porates is no longer published by Moody's
Investors Service, Inc., or if the National

Association of Insurance Commissioners de-
termines that the Moody's Corporate Bond
Yield Average -Monthly Average Corporates
is no longer an appropriate rate for this pur-
pose, the director by rule may establish the
method of determining the rate under this
paragraph. The director’s rule, to the maxi-
mum extent reasonable, shall be consistent
with the pertinent actions of the National
Association of Insurance Commissioners.

(4) On any date specified in the adjusta-
ble interest rate provision of the policy for
determining the policy loan interest rate:

(a) The insurer may increase the existing
rate if the maximum rate permitted by the
provision exceeds the existing rate by at
least one-half of one percent. The increase
shall not be less than one-half of one percent
or more than the amount by which the per-
mitted maximum rate exceeds the existing
rate; and

(b) The insurer shall decrease the exist-
g rate if the existing rate exceeds the
maximum rate permitted by the provision by
at least one-half of one percent. The decrease
shall not be less than the amount by which
the existing rate exceeds the permitted max-
imum rate.

(5) The insurer under the adjustable in-
terest rate provision shall give notice of the
policy loan interest rate and rclated matters
to the policy owner and all other persons
entitled to notice by the policy, as follows:

(a) In the case of a loan other than for
payment of a premium to the insurer, the
insurer shall give notice of the initial inter-
est rate on the loan when the loan is made.

(b) In the case of a loan for payment of
a premium to the insurer, the insurer shall
give notice of the initial interest rate on the
loan as soon as reasonably practicable after
the loan is made. However, the insurer need
not give this notice when an additional pre-
mium loan is made at the same interest rate
then applicable to an existing premium loan
to the borrower.

(c) In the case of a policy with an out-
standing loan, the insurer shall give notice
of each increase in the loan interest rate
reasonably in advance of the increase.

{d) Notices given under this subsection
shall include in substance the information
required by subsection (2) of this section.

(6) Notwithstanding ORS 743.186, a pol-
icy shall not terminate in a particular policy
year solely because a change in the policy
loan interest rate during that year caused
the total indebtedness under the pohicy to
reach the policy loan value. The policy shall
remain in force during that year unless and
until it would have terminated in the ab-
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sence of any policy loan interest rate change
during that year. 11981 c.412 §20}

743.189 Reinstatement. A hfe insurance
policy shall contain a provision that if in the
event of a default in premium payments the
value of the policy has been applied to pro-
vide a paid-up nonforfeiture benefit, and if
this benefit is currently in force and the ori-
ginal policy has not been surrendered to the
insurer and canceled, and 1f a period of not
more than three years has elapsed since the
default (or two years in the case of an n-
dustrial Iife insurance policy), the policy may
be reinstated upon furnishing evidence of
isurability satisfactory to the insurer and
payment of arrears of premiums and payment
or reinstatement of any other indebtedness
to the insurer under the policy, with interest
at a rate not exceeding the maximum per-

mitted by the policy loan provision. [1967 c.359
§385; 1981 c 412 §21)

743.192 Payment of claim; payment of
interest upon failure to pay proceeds. (1)
A life insurance policy shall contain a pro-
vision that when the policy becomes a claim
by the death of the insured, scttlement shall
be made upon receipt of due proof of death
and of the interest of the claimant.

(2) If the insurer fails to pay the proceceds
of or make payment under the policy within
30 days after receipt of due proof of death
and of the interest of the claimant, and if the
beneficiary elects to receive a lump sum
settlement, the insurer shall pay interest on
any money due and unpaid after expiration
of the 30-day period. The insurer shall com-
pute the interest from the date of the
insured’'s death until the date of payment, at
a rate not lower than that paid by the
insurer on other withdrawable policy owner
funds. At the end of the 30-day period, the
insurer shall notify the named beneficiary or
beneficiaries at their last-known address that
interest at the applicable rate will be paid on
the lump sum proceeds from the date of
death of the insured.

(3) Nothing in this section shall be con-
strued to allow an insurer to withhold pay-
ment of money payable under a life
insurance policy to any named beneficiary
for a period longer than reasonably neces-

sary to transmit the payment. [1967 ¢ 359 §386,
1983 ¢.754 §2|

743.195 Settlement option. A life insur-
ance policy shall contain a table showing the
amounts of instalments, if any, by which its
proceeds may be payable. [1967 c.359 §387]

743.198 Title. A life insurance policy
shall contain a title briefly and correctly de-
scribing the policy. If an industrial life in-
surance policy, it shall have the words
“industrial policy” imprinted on the face

thereof as part of the descriptive matter.

11967 ¢.359 §388

743.201 Beneficiary, industrial policies.
An 1ndustrial life insurance policy shall have
the name of the beneficiary designated
thereon, or in the application or other form
if attached to the policy, with a reservation
of the right to designate or change the bene-
ficiary after the issuance of the policy unless
such beneficiary has been irrevocably desig-
nated. The policy may also provide that no
designation or change of beneficiary shall be
binding on the insurer until indorsed on the
policy by the insurer, and that the insurer
may refuse to indorse the name of any pro-
posed beneficiary who does not appear to the
insurer to have an insurable interest in the
life of the insured. The policy may also pro-
vide that if the beneficiary designated in the
policy does not make a claim under the pol-
1cy or does not surrender the policy with due
proof of death within the period stated in the
policy, which shall not be less than 30 days
after the death of the insured, or if the ben-
eficiary is the estate of the insured, or is a
minor, or dies before the insured, or is not
legally competent to give a valid release,
then the insurer may make any payment
thereunder to the executor or administrator
of the insured, or to any relative of the in-
sured by blood or legal adoption or con-
nection by marriage, or to any person
appearing to the insurer to be equitably en-
titled thereto by reason of having been
named beneficiary, or by reason of having
incurred expense for the maintenance, med-
ical attention or burial of the insured. The
policy may also include a similar provision
applicable to any other payment due under
the policy. (1967 c.359 §389|

743.204 Standard Nonforfeiture Law
for Life Insurance; applicability. (1) ORS
743.204 to 743.222 may be cited as the
Standard Nonforfeiture Law for Life Insur-
ance.

(2) The operative date of the Standard
Nonforfeiture Law for Life Insurance as to
any policy is the earlier of:

(a) January 1, 1948; or

(b) The date specified in a written notice,
filed with the director by the insurer, of
election to comply with the Standard Non-
forfeiture Law for Life Insurance as to such
policy as of the specified date.

(3) The Standard Nonforfeiture Law for
Life Insurance shall not apply to:

(a) Any remnsurance, group insurance,
pure endowment, annuity or reversionary
annuity policy.

(b} Any term policy or renewal thereof,
of uniform amount, which provides no guar-
anteed nonforfeiture or endowment benefits,
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of 20 years or less expiring before age 71, for
which uniform premiums are payable during
the entire term of the policy. For this pur-
pose, the age at death for a joint term life
insurance policy shall be the age at death of
the oldest life.

(c) Any term policy of decreasing
amount, which provides no guaranteed non-
forfeiture or endowment benefits, if each ad-
justed premium, calculated as specified in
ORS 743.215 and 743.216, is less than the ad-
justed premium so calculated on a term pol-
1lcy or renewal thereof of uniform amount,
which provides no guaranteed nonforfeiture
benefits or endowment benefits, which 1s 1s-
sued at the same age, for the same imtal
amount of insurance and for a term of 20
years or less that expires before age 71 and
for which uniform premiums are payable
during the entire term of the policy. For this
purpose, the age at death for a joint term life
msurance policy shall be the age at death of
the oldest life.

(d) Any policy which provides no guar-
anteed nonforfeiture or endowment benefits,
and for which policy the cash surrender
value or present value of paid-up nonforfei-
ture benefit calculated for the beginning of
any policy year as specified in ORS 743.210,
743.213, 743.215 and 743.216 does not exceed
two and one-half percent of the amount of

insurance at the be§innin§ of such year.
[Formerly 739.340; 1977 c 320 §13, 1981 c 609 §12)

743.207 Required provisions relating to
nonforfeiture. (1) A life insurance policy
shall contain in substance the following pro-
visions, or corresponding provisions which in
the opinion of the director are at least as
favorable to the defaulting or surrendering
policyholder as are the mimimum require-
ments specified in this section, and which
are essentially in compliance with ORS
743.221:

(a) That in the event of default in any
premium payment the insurer will grant,
upon proper request not later than 60 days
after the due date of the premium in default,
a paid-up nonforfeiture benefit on a plan
stipulated in the policy, effective as of such
due date, of the amount required by ORS
743.213. In lieu of this stipulated benefit the
insurer may substitute, upon proper request
made not later than 60 days after the due
date of the premium in default, another
paid-up nonforfeiture benefit which is
actuarially equivalent and provides a greater
amount or longer period of death benefit or,
if applicable, a greater amount or earlier
payment of endowment benefit.

(b) That upon surrender of the policy
within 60 days after the due date of any pre-
mium payment in default after premiums
have been paid for at least three full years

in the case of ordinary life insurance or five
full years in the case of industrial life insur-
ance, the insurer will pay, in lieu of any
paid-up nonforfeiture benefit, a cash surren-
der value of the amount required by ORS
743.210.

(c) That a specified paid-up nonforfeiture
benefit will become effective as. specified in
the policy unless the person entitled to make
such election elects another available option
not later than 60 days after the due date of
the premium in default.

(d) That, if the policy has become paid
up by completion of all premium payments
or if it is continued under any paid-up non-
forfeiture benefit which became effective on
or after the third policy anniversary in the
case of ordinary life insurance or the fifth
policy anniversary in the case of industrial
life 1nsurance, the insurer will pay, upon
surrender of the policy within 30 days after
any policy anniversary, a cash surrender
value of the amount required by ORS
743.210.

(e)(A) In the case of all policies other
than those provided for in subparagraph (B)
of this paragraph, a statement of the mortal-
ity table and interest rate used in calculating
the cash surrender values and the paid-up
nonforfeiture benefits available under the
policy, together with a table showing the
cash surrender value, if any, and paid-up
nonforfeiture benefit, if any, available under
the policy on each policy anniversary either
during the first 20 policy years or during the
term of the policy, whichever is shorter.
Such values and benefits shall be calculated
on the assumption that there are no divi-
dends or paid-up additions credited to the
policy and that there is no indebtedness to
the insurer on the policy. At the option of
the insurer such table may also show such
values and benefits for any year or years be-
yond the 20th policy year.

(B) In the case of policies which provide,
on a basis guaranteed in the policy, for un-
scheduled changes in benefits or premiums,
or which provide an option for changes in
beneflts or premiums other than by change
to a new policy, a statement of the mortality
table, interest rate and method used in cal-
culating cash surrender values and paid-up
nonforfeiture benefits available under the
policy.

(D(A) A statement that the cash surren-
der values and the paid-up nonforfeiture
benefits available under the policy are not
less than the minimum values and benefits
required by or pursuant to the insurance law
of the state in which the policy is delivered.

(B) An explanation of the manner in
which the cash surrender values and the
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paid-up nonforfeiture benefits are altered by
the existence of any paid-up additions cred-
ited to the policy or any indebtedness to the
insurer on the policy.

(C) If a detailed statement of the method
of computation of the cash surrender values
and paid-up nonforfeiture benefits shown in
the policy is not stated in the policy, a
statement that the method of computation
has been filed with the insurance supervisory
official of the state in which the policy is
delivered.

(D) A statement of the method to be used
in calculating the cash surrender value and
paid-up nonforfeiture benefit available under
the policy on any policy anniversary beyond
the last anniversary for which such values
and benefits are shown for consecutive years
in the policy.

(2) Any of the provisions set forth in
subsection (1) of this section, or portions of
the provisions, not applicable by reason of
the particular plan of 1nsurance may, to the
extent inapplicable, be omitted from the pol-
icy.

(3) The insurer shall reserve the right to
defer the payment of any cash surrender
value for a period of six months after demand

therefor with surrender of the policy.
{Formerly 739.345; 1981 c.609 §13]

743.210 Determination of cash surren-
der values; applicability to certain poli-
cies. (1) Except as otherwise provided in
subsections (2) and (3) of this section, any
cash surrender value available under a life
insurance policy in the event of default in a
premium payment due on any policy anni-
versary, whether or not required by ORS
743.207, shall be an amount not less than the
excess, if any, of the present value, on such
anniversary, of the future guaranteed bene-
fits which would have been provided for by
the policy, including any existing paid-up ad-
ditions, if there had been no default, over the
sum of:

(a) The present value on such anniver-
sary of the adjusted premiums, as defined in
ORS 743.215 and 743.216, corresponding to
premiums which would have fallen due on
and after such anniversary; and

(b) The amount of any indebtedness to
the insurer on the policy.

(2) This subsection applies to a life in-
surance policy issued on or after the opera-
tive date defined in ORS 743.215 which
provides supplemental life insurance or an-
nuity benefits by rider or supplemental policy
provision at the option of the insured and for
an identifiable additional premium. For such
a policy, the cash surrender value shall be
an amount not less than the cash surrender
value required by subsection (1) of this sec-

tion for a policy otherwise similar to the
subject policy but without such rider or sup-
plemental policy provision; plus the cash
surrender value required by subsection (1) of
this section for a policy which provides only
the benefits provided by such rider or sup-
plemental policy provision in the subject
policy.

(3) This subsection applies to a family life
insurance policy issued on or after the oper-
ative date defined in ORS 743.215 which pol-
icy defines a primary insured and provides
term insurance on the life of the spouse of
the primary insured with a term that expires
before age 71 of the spouse. For such a pol-
icy, the cash surrender value shall be an
amount not less than the cash surrender
value required by subsection (1) of this sec-
tion for a policy otherwise similar to the
subject policy but without such term insur-
ance on the life of the spouse, plus the cash
surrender value required by subsection (1) of
this section_for a policy which provides only
the benefits provided by such term insurance
on the life of the spouse in the subject pol-
icy.

(4) Any cash surrender 'value available
within 30 days after any policy anniversary
under any policy which has been paid up by
completion of all premium payments or any
policy which has been continued under any
paid-up nonforfeiture benefit, whether or not
required by ORS 743.207, shall be an amount
not less than the present value, on such an-
niversary, of the future guaranteed benefits
provided for by the policy, including any ex-
1sting paid-up additions, decreased by the
amount of any indebtedness to the insurer on
the policy. [Formerly 739.350; 1981 c.609 §14]

743.213 Determination of paid-up non-
forfeiture benefits. Any paid-up nonforfei-
ture benefit available under a life insurance
policy in the event of default in a premium
payment due on any policy anniversary shall
be such that its present value as of such an-
niversary shall be at least equal to the cash
surrender value then provided for by the
policy or, if none is provided for, that cash
surrender value which would have been re-
quired by ORS 743.207 in the absence of the
condition that premiums have been paid for

at least a specified period. [Formerly 739.335;
1981 ¢.609 §15)

743.215 Calculation of adjusted premi-
ums. (1) This section applies to all life in-
surance policies issued on or after the
operative date defined in this subsection for
the issuing insurer. After January 1, 1982,
any insurer may file with the director a
written notice of its election to comply with
the provisions of this section with regard to
any number of plans of insurance after a
specified date before January 1, 1989. The
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specified date shall be the operative date of
this subsection for the plan or plans, but if
an insurer elects to make this subsection
operative before January 1, 1989, for fewer
than all plans, the insurer must comply with
rules adopted by the director. There is no
limit to the number of times that an insurer
may make the election. If an insurer makes
no such election, the operative date of this
section for the insurer shall be January 1,
1989.

(2) Except as provided in subsection (8)
of this section, the adjusted premiums re-
ferred to in ORS 743.210 for any life insur-
ance policy to which this section applies
shall be calculated as provided in this sub-
section, on an annual basis, as a uniform
percentage of the respective premiums speci-
fled in the policy for each policy year, ex-
cluding amounts payable as extra premiums
to cover impairments or special hazards and
excluding any uniform annual contract
charge or policy fee specified in the policy
statement of the method to be used in calcu-
lating the cash surrender values and paid-up
nonforfeiture benefits. This percentage shall
be such that the present value, at the date
of issue of the policy, of all such adjusted
premiums shall equal the sum of:

(a) The present value at the policy issue
date of the future guaranteed benefits pro-
vided for by the policy;

(b) One percent of either the amount of
insurance, if the insurance is uniform in
amount, or the average of the amounts of
insurance at the beginning of each of the
first 10 policy years; and

(c) One hundred twenty-five percent of
the nonforfeiture net level premium as de-
fined in subsection (3) of this section. For
this purpose, any excess of the nonforfeiture
net level premium over four percent of such
uniform or average amount of insurance
shall be disregarded. :

(3) The nonforfeiture net level premium
referred to in subsection (2) of this section
shall equal the present value, at the date of
issue of the policy, of the guaranteed benefits
provided for by the policy divided by the
present value, at the date of issue of the
policy, of an annuity of one per annum pay-
able on the date of issue and on each anni-

versary of the policy on which a premium
falls due.

(4) In the case of policies which provide,
on a basis guaranteed in the policy, for un-
scheduled changes in benefits or premiums,
or which provide an option for changes in
benefits or premiums other than by change
to a new policy, the adjusted premiums and
present values shall initially be calculated on
the assumption that future benefits and pre-

miums do not change from those stipulated
by the policy at the date of issue. At the time
of any such change in the benefits or premi-
ums the future adjusted premiums, nonforfei-
ture net level premiums and present values
shall be recalculated as provided in sub-
section (5) of this section on the assumption
that future benefits and premiums do not
change from those stipulated by the policy
immediately after the change.

(5) Except as otherwise provided in sub-
section (8) of this section, the recalculated
future adjusted premiums referred to in sub-
section (4) of this section shall be calculated
as provided in this subsection, on an annual
basis, as a uniform percentage of the respec-
tive future premiums specified in the policy
for each policy year, excluding amounts pay-
able as extra premiums to cover impairments
and special hazards and excluding any uni-
form annual contract charge or policy fee
specified in the policy statement of the
method to be usedp in calculating the cash
surrender values and paid-up nonforfeiture
benefits. This percentage shall be such that
the present value, at the date of change to
the newly defined benefits or premiums, of
all such future adjusted premiums shall
equal A plus B minus C, where these
amounts are defined as follows:

(a) “A” equals the present value, as of
the date of change, of the future guaranteed
benefits provided for by the policy.

(b) “B” equals the additional expense al-
lowance, if any, for the policy, as defined in
subsection (6) of this section.

{c) “C” equals the cash surrender value
under the policy, if any, or present value of
any paid-up nonforfeiture benefit under the
policy, as of the date of change.

(6) The additional expense allowance at
the date of the change to the newly defined
benefits or premiums, as referred to in sub-
section (5) of this section, shall equal the
sum of:

(a) One percent of the excess, if positive,
of the average of the amounts of insurance
at the beginning of each of the first 10 policy
years subsequent to the change, over the av-
erage of the amounts of insurance, as defined
before the change, at the beginning of each
of the first 10 policy years subsequent to the
last previous change or the policy issue date
if there has been no change.

(b) One hundred twenty-five percent of
the change, if positive, in the amount of the
nonforfeiture net level premium from the
amount applicable prior to the change in
policy benefits or premiums to the amount
of the recalculated nonforfeiture net level
premium determined from subsection (7) of
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this section as of the date of the change in
policy benefits or premiums.

(7) The recalculated nonforfeiture net
level premium referred to in subsection (6)
of this section shall equal Y divided by Z,
where these amounts are defined as follows:

(a) “Y” equals the sum of:

(A) The nonforfeiture net level premium
applicable prior to the change times the
present value at the date of change of an
annuity of one per annum payable on each
anniversary of the policy, on or subsequent
to the date of the change, on which a pre-
mium would have fallen due had the change
not occurred; and

(B) The present value at the date of
change of the increase in future guaranteed
benefits provided for by the policy.

(b) “Z” equals the present value at the
date of change of an annuity of one per an-
num payable on each anniversary of the pol-
icy, on or subsequent to the date of change,
on which a premium falls due.

(8) Notwithstanding any other provisions
of this section, the provisions of this sub-
section shall apply in the case of a policy is-
sued on a substandard basis which provides
reduced graded amounts of insurance deter-
mined so that, in each policy year, the policy
has the same tabular mortality cost as for an
otherwise similar policy of a higher non-
graded amount or amounts of insurance is-
sued on the standard basis. Adjusted
premiums and present values for a policy on
such a substandard basis may be calculated
as if the policy were issued to provide such
a higher nongraded amount or amounts of
insurance on the standard basis.

(9) Except as provided in subsection (10)
of this section, all adjusted premiums and
present values referred to in the Standard
Nonforfeiture Law for Life Insurance shall,
for all policies of life insurance to which this
section applies, be calculated on the mortal-
ity and interest bases as follows:

(a) For ordinary life insurance mortality:

(A) The Commissioners 1980 Standard
Ordinary Mortality Table shall be used; or

(B) At the option of the insurer for any
one or more specified plans of life insurance,
the Commissioners 1980 Standard Ordinary
Mortality Table with Ten-Year Select Mor-
tality Factors may be used instead of such
table without Ten-Year Select Mortality
Factors.

(b) For industrial life insurance mortal-
ity, the Commissioners 1961 Standard Indus-
trial Mortality Table shall be used.

(c) For all policies issued in a particular
calendar year, an interest rate shall be used

which does not exceed the nonforfeiture in-
terest rate, as defined in subsection (11) of
this section, for policies issued in that year.

(10) The following provisions shall also
apply, for policies to which this section ap-
plies, to the calculation of premiums and
values referred to in the Standard Nonforfei-
ture Law for Life Insurance:

(a) At the option of the insurer, such
calculations for all policies issued in a par-
ticular calendar year may be made on the
basis of an interest rate which does not ex-
ceed the nonforfeiture interest rate. as de-
fined in subsection (11) of this section, for
policies issued in the last preceding calendar
year.

(b) Under any paid-up nonforfeiture ben-
efit, including any paid-up dividend additions,
any cash surrender value available, whether
or not required by ORS 743.207, shall be cal-
culated on the basis of the mortallty table
and interest rate used in determining the
amount of such paid-up nonforfeiture benefit
and paid-up dividend additions.

(¢) An insurer shall calculate the amount
of any guaranteed paid-up nonforfeiture ben-
efit, including any paid-up additions, on the
basis of an interest rate no lower than that
specified in the policy for calculating cash
surrender values.

(d) In calculating the present value of
any paid-up term insurance with accompany-
ing pure endowment, if any, offered as a
nonforfeiture benefit, the rates of mortality
assumed may be not more than those shown
in the Commissioners 1980 Extended Term
Insurance Table for policies of ordinary life
insurance, and not more than those shown in
the Commissioners 1961 Industrial Extended
Term Insurance Table for policies of indus-
trial life insurance.

(e) For insurance issued on a substandard
basis, the calculation of premiums and values
may be based on appropriate modifications
of the mortality tables referred to in sub-
section (9) of this section and in this sub:
section.

() Any ordinary life mortality tables
adopted after 1980 by the National Associ-
ation of Insurance Commissioners that are
approved under rules issued by the director
for use in determining the minimum non-
forfeiture standard may be substituted for
the Commissioners 1980 Standard Ordinary
Mortality Table with or without Ten-Year
Select Mortality Factors, or for the Commis-
sioners 1980 Extended Term Insurance Table.

(g) Any industrial life mortality tables
adopted after 1980 by the National Associ-
ation of Insurance Commissioners that are
approved under rules issued by the director
for use in determining the minimum non-
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forfeiture standard may be substituted for
the Commissioners 1961 Standard Industrial
Mortality Table or the Commissioners 1961
Industral Extended Term Insurance Table.

(11) The nonforfeiture interest rate for
any policy issued in a particular calendar
year shall equal 125 percent of the calendar
year statutory valuation interest rate for
such policy as defined 1n the Standard Valu-
ation Law, rounded to the nearer one-quarter
of one percent.

(12) Notwithstanding any other provision
in this chapter, for any previously approved
policy form, any refiling of nonforfeiture val-
ues or their methods of computation which
involves only a change in the interest rate
or mortality table used to compute non-
forfeiture values shall not of itself require
refiling of any other provisions of that policy
form. (1981 ¢ 609 §17; 1983 c 282 §1)

743.216 Adjusted premiums; applica-
bility. This section applies only to life in-
surance policies 1ssued before the operative
date defined in ORS 743.215. For such poli-
cies:

(1) Except as provided in subsection (3)
of this section, the adjusted premiums re-
ferred to in ORS 743.210 shall be calculated
on an annual basis and shall be such uniform
percentage of the respective premiums speci-
fied in the policy for each policy year, ex-
cluding any extra premiums charged because
of impairments or special hazards, that the
present value, at the date of issue of the
policy, of all such adjusted premiums shall
be equal to the sum of:

(a) The present value at the policy issue
date of the future guaranteed benefits pro-
vided for by the policy.

(b) T\wo percent of the amount of insur-
ance if the insurance is uniform in amount,
or of the equivalent uniform amount as de-
fined in subsection (2) of this section if the
amount of insurance varies with duration of
the policy.

(c) Forty percent of the adjusted premium
for the first policy year. For this purpose,
any excess of the adjusted premium over four
percent of the amount of insurance or equiv-
alent uniform amount shall be disregarded.

(d) Twenty-five percent of either the ad-
justed premium for the first policy year or
the adjusted premium for a whole life policy
for the same uniform or the same equivalent
uniform amount of insurance with uniform
premiums for the whole of life issued at the
same age, whichever is less. For this pur-
pose, any excess of the adjusted premium
over four percent of the amount of insurance
or equivalent uniform amount shall be disre-
garded.

(2) In the case of a policy providing an
amount of insurance varying with duration
of the policy, the equivalent uniform amount
of the subject policy for the purpose of this
section shall be the uniform amount of in-
surance provided by an otherwise similar
policy, containing the same endowment ben-
efit or benefits, if any, issued at the same age
and for the same term, the amount of which
does not vary with duration and the benefits
under which have the same present value at
the date of issue as the benefits under the
subject policy. However, in the case of a
policy providing a varying amount of insur-
ance issued on the life of a child under age
10, the equivalent uniform amount may be
computed as though the amount of insurance
provided by the subject policy prior to the
attainment of age 10 were the amount pro-
vided by the subject policy at age 10.

(3) The adjusted premiums for any policy
providing term insurance benefits by rider or
supplemental policy provision shall be calcu-
lated in accordance with this subsection. The
amounts specified in paragraphs (a) and (b)
of this subsection shall be calculated sepa-
rately. Each such amount shall bé calculated
as specified in subsections (1) and (2) of this
section. However, for the purposes of para-
graphs (b), (¢) and (d) of subsection (1) of this
section, the amount of insurance ar equiv-
alent uniform amount of insurance used in
the calculation of the adjusted premiums re-
ferred to in paragraph (b) of this subsection
shall be equal to the excess of the uniform
or equivalent uniform amount determined for
the entire policy over the amount used in the
calculation of the adjusted premiums in par-
agraph (a) of this subsection. The adjusted
premiums for the entire policy shall equal
the sum of:

(a) The adjusted premiums for an other-
wise similar policy issued at the same age
without such term insurance benefits; and

(b) During the period for which premiums
for such term insurance benefits are payable,
the adjusted premiums for such term insur-
ance benefits. -

(4) Except as provided in paragraphs (a)
and (b) of this subsection and subsection (5)
of this section, all adjusted premiums and
present values referred to in the Standard
Nonforfeiture Law for Life Insurance shall
for all policies of ordinary life 1nsurance to
which this section applies be calculated on
the basis of the Commissioners 1941 Stand-
ard Ordinary Mortality Table. Such calcu-
lations for any category of ordinary life
insurance issued on female lives may, how-
ever, be based on an age not more than six
years younger than the actual age of the in-
sured. Except as provided in paragraphs (a)
and (b) of this subsection and subsection (7)
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of this section, such calculations of adjusted
premiums and present values for all policies
of industrial life insurance shall be made on
.the basis of the 1941 Standard Industrial
Mortality Table. All calculations shall be
made on the basis of the rate of interest, not
exceeding three and one-half percent per an-
num, specified in the policy for calculating
cash surrender values and paid-up nonforfe:-
ture benefits. The following exceptions per-
tain: )

(a) In calculating the present value of
any paid-up term insurdnce with accompany-
ing pure endowment, if any, offered as a
nonforfeiture benefit, the rates of mortality
assumed may be not more than 130 percent
of the rates of mortality according to the re-
spective table.

(b} For insurance issued on a substandard
basis, the calculation of adjusted premiums
and present values may be based on such
other table of mortality as may be specified
by the insurer and approved by the director.

(5) This subsection applies only to poli-
cies of ordinary life insurance to which this
section applies and which are issued on or
after the operative date of this subsection as
defined in subsection (6) of this section. For
such policies, all adjusted premiums and
present values referred to in the Standard
Nonforfeiture Law for Life Insurance shall,
except as provided in paragraphs (a) and (b)
of this subsection, be calculated on the basis
of the Commissioners 1958 Standard Ordi-
nary Mortality Table and the rate of interest
specified in the policy for calculating cash
surrender values and paid-up nonforfeiture
benefits. Such calculations for any category
of ordinary life insurance issued on female
lives may, however, be based on an age not
more than six years younger than the actual
age of the insured. Such rate of interest shall
not exceed three and one-half percent, except
that a rate of interest not excceding four
percent may be used for policies issued from
January 1, 1974, to December 31, 1977, and
a rate of interest not exceeding five and
one-half percent may be used for policies is-
sued on or after January 1, 1978, and with
the further exception that for any single
premium whole life or endowment insurance
policy a rate of interest not exceeding six
and one-half percent may be used. The fol-
lowing exceptions pertain:

(a) In calculating the present value of
any paid-up term insurance with accompany-
ing pure. endowment, if any, offered as &
nonforfeiture benefit, the rates of mortality
assumed may be not more than those shown
in the Commissioners 1958 Extended Term
Insurance Table.

(b) For insurance issued on a substandard
basis, the calculation of adjusted premiums

and present values may be based on such
other table of mortality as may be specified

by the insurer and approved by the director.

(6) After August 9, 1961, any insurer may
file with the director a written notice of its
election to comply with the provisions of
subsection (5) of this section after a specified
date before January 1, 1966. After the filing
of such notice, such specified date shall be
the operative date of subsection (5) of this
section for the insurer with respect to the
ordinary life policies it thereafter issues. If
an insurer makes no such election, such op-
erative date for the insurer shall be January
1, 1966.

{7) This subsection applies only to pol-
cies of industrial life insurance to which this
section applies and which are issued on or
after the operative date of this subsection as
defined in subsection (8) of this section. For
such policies, all adjusted premiums and
present values referred to in the Standard
Nonforfeiture Law for Life Insurance shall,
except as provided in paragraphs (a) and (b)
of this subsection, be calculated on the basis
of the Commissioners 1961 Standard Indus-
trial Mortality Table and the rate of interest
specified in the policy for calculating cash
surrender values and paid-up nonforfeiture
benefits. Such rate of interest shall not ex-
ceed three and one-half percent, except that
a rate of interest not exceeding four percent
may be used for policies issued from January
1, 1974, to December 31, 1977, and a rate of
interest not exceeding five and one-half per-
cent may be used for policies issued on or
after January 1, 1978, and with the further
exception that for any single premium whole
life or endowment insurance policy a rate of
interest not exceeding six and one-half per-
cent may be used. The following exceptions
pertain:

(a) In calculating the present value of
any paid-up term insurance with accompany-
ing pure endowment, if any, offered as a
nonforfeiture benefit, the rates of mortality
assumed may be not more than those shown
in the Commissioners 1961 Industrial Ex-
tended Term Insurancé Table.

(b) For insurance issued on a substandard
basis, the calculation of adjusted premiums
and present values may be based on such
other table of mortality as may be specified
by the insurer and approved by the director.

(8) After September 2, 1963, any insurer
may file with the director a written notice
of its election to comply with the provisions
of subsection (7) of this section after a spec-
ified date before January 1, 1968. After the
filing of such notice, such specified date shall
be the operative date of subsection (7} of this
section for the insurer with respect to the
industrial life insurance policies it thereafter
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issues. If an insurer makes no such election,
such operative date for the insurer shall be

January 1, 1968. [Formerly ,739.360, 1973 c.636 $6;
1977 ¢.320 §14, 1981 c 609 §16)

743.218 Requirements for determi-
nation of future premium amounts or
minimum values. In the case of policies of
life insurance which provide for determi-
nation of future premium amounts by the
insurer on the basis of current estimates of
future experience, or policies of life insur-
ance which are of such a nature that mini-
mum values cannot in the judgment of the
director be determined by the methods oth-
crwise described in the Standard Nonforfe:-
ture Law for Life Insurance, the following
requirements shall apply:

(1) The director must be satisfied that the
policy benefits are substantially as favorable
to policyholders and insureds as the mini-
mum benefits otherwise required by the
Standard Nonforfeiture Law for Life Insur-
ance;

(2) The director must be satisfied that the
benefits and the pattern of premiums of the
policy are not misleading to prospective
policyholders or insureds; and

. (3) The cash surrender values and paid-up
nonforfeiture benefits provided by the policy
must not be less than the minimum values
and benefits required for the policy as calcu-
lated by a method consistent with the prin-
. ciples of the Standard Nonforfeiture Law for
Life Insurance, as determined under rules is-
sued by the director. [1981 c.609 §18]

743.219 Supplemental rules for calcu-
lating nonforfeiture benefits. (1) Any cash
surrender value and any paid-up nonforfei-
ture benefit available under a life insurance
policy in the event of default in a premium
payment due at any time other than on the
policy anniversary date shall be calculated
with allowance for the lapse of time and the
payment of fractional premiums beyond the
last preceding policy anniversary.

(2) All values referred to in the Standard
Nonforfeiture Law for Life Insurance may be
calculated on the assumption that any death
benefit is payable at the end of the policy
year of death.

(3) The net value of any paid-up addi-
tions, other than paid-up term additions,
shall not be less than the amounts used to

rclJvide the additions. [Formerly 739.365; 1981 ¢ 609
19

743.221 Cash surrender values upon
default in premium payment. (1) This sec-
tion shall apply to all life insurance policies
issued on or after January 1, 1986.

(2) Any cash surrender value available in
the event of default in a premium payment

due on any policy anniversary under a life
insurance policy to which this section ap-
plies shall be in an amount which does not
differ, by more than two-tenths of one per-
cent of the amount of insurance, if uniform,
or the average of the amounts of insurance
at the beginning of each of the first 10 policy
years, from A plus B minus C, where these
amounts are defined as follows:

(a) “A” equals the basic cash value on
such anniversary as defined in subsection (3)
of this section.

(b) “B” equals the present value on such
anniversary of any existing paid-up additions.

(c) "C” equals the amount of any indebt-
edness to the insurer under the policy on
such anniversary.

(3)(@) The basic cash value referred to in
subsection (2) of this section shall equal the
present value, on a particular subject policy
anniversary, of the future guaranteed bene-
fits which would have been provided for by
the policy if there had been no premium de-
fault, excluding any existing paid-up addi-
tions and before deduction of any
indebtedness to the insurer, less the present
value on such anniversary of the nonforfei-
ture factors, as defined in subsection (4) of
this section, corresponding to premiums
which would have fallen due on and after
such anniversary. The basic cash value shall
be taken as zero if this calculation produces
a negative result.

(b) Supplemental life insurance or annu-
ity benefits and family coverage, as described
in ORS 743.210 or 743.216, whichever is ap-
plicable to the policy, shall affect the basic
cash value in the same manner as is provided
in ORS 743.210 or 743.216 for their effect on
the cash surrender values.

(4)(a) Except as provided 1n paragraph (b)
of this subsection, the nonforfeiture factor
referred to in subsection (3) of this section
shall for each policy year equal a percentage
of the adjusted premium for that policy year
as defined in ORS 743.215 or 743.216, which-
ever is applicable to the policy. This per-
centage must:

(A) Be uniform for each policy year be-
tween the-second policy anmversary and the
later of:

(i) The fifth policy anniversary; and

(ii) The first policy anniversary at which
there is available under the policy a cash
surrender value in an amount, before includ-
ing any paid-up additions and before deduct-
ing any indebtedness, at least equal to
two-tenths of one percent of the amount of
insurance, if uniform, or of the average of
the amounts of insurance at the beginning
of each of the first 10 policy years; and
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(B) Be such that no percentage after the
later policy anniversary defined in subpara-
graph (A) of this paragraph applies to fewer
than five consecutive policy years.

(b) No basic cash value may be less than
the value which would be obtained if the ad-
justed premiums for the policy as defined in
ORS 743.215 or 743.216, whichever is appli-
cable t6 the policy, were substituted for the
nonforfeiture factors defined in this sub-
section in the calculation of the basic cash
value.

(5) All adjusted premiums and present
values referred to in this section shall for a
particular policy be calculated on the same
mortality and interest bases as are used In
demonstrating the compliance of the policy
with the Standard Nonforfeiture Law for Life
Insurance. The cash surrender values re-
ferred to in this section shall include any
endowment benefits provided -for by the pol-
icy.

(6)(a) Any cash surrender value available
other than in the event of default in a pre-
mium payment due on a policy anniversary,
and the amount of any paid-up nonforfeiture
benefit available under the policy in the
event of default 1n a premium payment, shall
be determined 1n a manner consistent with
the manner specified for determining the
analogous minimum amounts under the
Standard Nonforfeiture Law for Life Insur-
ance.

(b) The amounts of any cash surrender
values and any paid-up nonforfeiture benefits
granted in connection with additional bene-
fits such as those described in ORS 743.222
shall conform with the principles of this sec-
tion. (1981 ¢.609 §21]

743.222 Policy benefits and premiums
that shall be disregarded in calculating
cash surrender values and paid-up non-
forfeiture benefits. (1) Notwithstanding
ORS 743.210, in ascertaining minimum cash
surrender values and paid-up nonforfeiture
benefits required by the Standard Nonforfei-
ture Law for Life Insurance, benefits and
their respective premiums provided for in a
life iInsurance policy shall be disregarded
where the benefits are payable:

(a) In the event of death or
dismemberment by accident or accidental
means;

(b) In the event of total and permanent
disability;

(c) As reversionary annuity or deferred
reversionary annuity benefits;

(d) As term insurance. benefits provided
by a rider or supplemental policy provision
to which, if 1ssued as a separate policy, the

Standard Nonforfeiture Law for Life Insur-
ance would not apply;

(e) As term insurance on the life of a
child or on the lives of children provided in
a policy on the life of a parent of the child,
if such term insurance expires before the
child's age is 26, is uniform in amount after
the child’s age i1s one, and has not become
paid up by reason of the death of a parent
of the child; or

(f) As other policy benefits additional to
life insurance and endowment benefits.

(2) No benefits such as are described in
subsection (1) of this section are required to
be included 1n any paid-up nonforfeiture ben-
efits. [Formerly 739 370; 1981 ¢ 609 §20]

743.225 Prohibited provisions. No life
insurance policy shall contain any of the fol-
lowing provisions: ;

(1) A provision limiting the time within
which any action at law or suit in equity
may be commenced to less than three years
after the cause of action or suit accrues.

(2) A provision by which the policy pur:
ports to be issued or to take effect more than
six months before the original application for
the insurance was made.

(3) A provision for forfeiture of the policy
for failure to repay any loan on the policy
or any interest on such loan while the total
indebtedness on the policy is less than the
loan value thereof. [Formerly 739.313]

743.228 Acts of corporate insured or
beneficiary with respect to policy. (1)
Whenever a corporation organized under the
laws of this state or qualified to do business
in this state has caused to be insured the life
of any director, officer, agent or employee,
or whenever such corporation is named as a
beneficiary in or assignee of any life insur-
ance policy, due authority to effect, assign,
release, relinquish, convert, surrender,
change the beneficiary or take any other or
different action with reference to such in-
surance shall be sufficiently evidenced to the
insurer by a written statement under oath
showing that such action has been approved
by a majority of the board of directors. Such
a statement shall be signed by the president
and secretary of the corporation and bear the
corporate seal.

(2) Such a statement shall be binding
upon the corporation and shall protect the
insurer concerned in any act done or suf
fered by it upon the faith thereof without
further inquiry into the validity of the cor-
porate authority or the regularity of the cor-
porate proceedings.

(3) No person shall be disqualified by
reason of interest in the subject matter from
acting as a director or as a member of the
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executive committee of such a corporation
on any corporate act touching such insur-
ance. |Formerly 739.415)

743.230 Variakle life policy provisions.
A variable life insurance policy shall contain
in substance the following provisions:

(1) A provision that there will be a period
of grace of 30 days within which payment of
any premium after the first may be made,
during which period of grace the policy will
continue in full force. If a claim arises under
the policy during such period of grace, the
amount of any premiums due or overdue, to-
gether with interest not in excess of six per-
cent per annum and any deferred instalment
of the annual premium, may be deducted
from the policy proceeds. The policy may
contain a statement of the basis for deter-
mining any variation in benefits that' may
occur as a result of the payment of premium
during the period of grace.

(2) A provision that the policy will be
reinstated at any time within three years
from the date of a default in premium pay-
ments, unless the cash surrender value has
been paid or the period of extended insur-
ance has expired, upon the production of ev-
idence of 1nsurabihity satisfactdry to the
insurer and the payment of an amount not
exceeding the greater of:

(a) All overdue premiums and any other
indebtedness to the insurer upon said policy
with interest at a rate not exceeding six
percent per annum; and

(b) One hundred ten percent of the in-
crease in cash surrender value resulting from
reinstatement.

(3) A provision for cash surrender values
and paid-up insurance benefits available as
nonforfeiture options in the event of default
in a premium payment after premums have
been paid for a specified period. If the policy
does not include a table of figures for the
options so available, the policy shall provide
that the insurer will furnish, at least once in
each policy year, a statement showing the
cash value as of a date no earlier than the
next preceding policy anniversary.

(a) The method of computation of cash
values and other nonforfeiture benefits shall
be as described either in the policy or in a
statement filed with the director, and shall
be actuarially appropriate to the variable
nature of the policy.

(b) The method of computation must re-
sult, if the net investment return credited to
the policy at all times from the date of issue
equals the specified investment increment
factor, with premiums and benefits deter-
mined accordingly under the terms of the
policy, in cash values and other nonforfeiture
benefits at least equal to the minimum val-

ues required by the Standard Nonforfeiture
Law for a policy with such premiums and
benefits. The method of computation may
disregard incidental minimum guarantees as
to the dollar amounts payable. Incidental
minimum guarantees include, but are not
limited to, a guarantee which provides that
the amount payable at death or maturity
shall be at least equal to the amount that
would be payable if the net investment re-
turn credited to the policy at all times from
the date of issue is equal to the specified in-
vestment increment factor.

(4) A prowvision specifying the investment
increment factor to be used 1n computing the
dollar amount of variable benefits or other
variable payments or values under the policy,
and guaranteeing that expense and mortality
results will not adversely affect such dollar
amounts. (1973 c 435 §18]

743.231 “Profit-sharing policy” defined.
“Profit-sharing policy” means:

(1) A life insurance policy which by its
terms  expressly provides that the
policyholder will participate in the distrib-
ution of earnings or surplus other than
earnings or surplus attributable, by reason-
able and nondiscriminatory standards, to the
participating policies of the insurer and allo-
cated to the policyholder on reasonable and
nondiscriminatory standards; or

(2) A life insurance policy the provisions
of which, through sales material or oral
presentations, are interpreted by the insurer
to prospective policyholders as entitling the
policyholder to the benefits described in sub-
section (1) of this section. [Formerly 739 705]

743.234 “Charter policy” or “founders
policy” defined. “Charter policy” or
“founders policy” means:

(1) A life insurance policy which by its
terms  expressly provides that the
policyholder will receive some preferential
or discriminatory advantage or benefit not
available to persons who purchase insurance
from the insurer at future dates or under
other circumstances; or

(2) A life insurance policy the provisions
of which, through sales material or oral
presentations, are interpreted by the insurer
to prospective policyholders as entitling the
policyholder to the benefits described in sub-
section (1) of this section. [Formerly 739.710]

743.237 *“Coupon policy” defined.
“Coupon policy” means a life insurance pol-
icy which provides a series of pure
endowments maturing periodically in
amounts not exceeding the gross annual pol-
icy premiums. The term “pure endowment”
or “endowment” is used in its accepted
actuarial sense, meaning a benefit becoming
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payable at a specific future date if the in-
sured person is then living. [Formerly 739.715]

743.240 Profit-sharing, charter or
founders policies prohibited. No profit-
sharing, charter or founders policy shall be

issued or delivered in this state. [Formerly
739.720)

743.243 Restrictions on form of coupon
policy. Coupon policies issued or delivered
in this state shall be subject to the following
provisions:

(1) No detachable coupons or certificates
or passbooks may be used. No other device
may be used which tends to emphasize the
periodic endowment benefits or which tends
to create the 1mpression that the
endowments represent interest .earnings or
anything other than benefits which have
been purchased by part of the policyholder’s
premium payments.

(2) Each endowment benefit must have a
fixed maturity date and payment of the
endowment benefit shall not be contingent
upon the payment of any premium becoming
due on or after such maturity date.

(3) The endowment benefits must be ex-
pressed in dollar amounts rather than as
percentages of other quantities or in other
ways, both in the policy itself and in the sale
thereof.

(4) A separate premium for the periodic
endowment benefits must be shown in the
policy adjacent to the rest of the policy pre-
mium information and must be given the
same emphasis in the policy and in the sale
thereof as that given the rest of the policy
premium information. This premium shall be
calculated with. mortality, interest and ex-
pense factors which are consistent with
g}})c:;]se for the basic policy premium. (1967 ¢.359
4

743.245 Variable life insurance policy
provisions. A variable life insurance policy
shall contain a provision stating the essen-
tial features of the procedures to be followed
by the insurer in determining benefits there-
under. Such a policy, and any certificate ev-
idencing such a policy, shall contain on its
first page a clear and prominent statement
to the effect that benefits thereunder are
variable. [1973 c.435 §14]

743.247 Notice to variable life insur-
ance policyholders. An insurer issuing in-
dividual variable life insurance policies shall
mail to each policyholder at least once in
each policy year after the first, at the last
address of the policyholder known to the
insurer:

(1) A statement -reporting the invest-
ments held in the applicable separate ac-
count.

(2) A statement reporting as of a date not
more than four months preceding the date of
mailing:

(a) In the case of an annuity policy under
which payments have not yet commenced,
the number of accumulation units credited to
such policy and the dollar value of a unit, or
the value of the policyholder’'s account; and

(b) In the case of a life insurance policy,
thg %olllar amount of the death benefit. [1973
c.435 §15

(Individual Annuity and Pure Endowment
Policies)

743.252 Scope of ORS 743.255 to
743.273. ORS 743.255 to 743.273 apply only to
annuity and pure endowment policies, other
than reversionary annuity policies except as
provided in ORS 743.273, and other than
group annuity policies, and shall not apply
to reversionary or deferred annuity benefits
included in life insurance policies. Such
sections apply to such policies that are vari-
able annuity policies, except to the extent
the provisions of such sections are obviously
inapplicable to variable annuities or are in
conflict with other provisions of such
sections that are expressly applicable to var-
iable annuities. [1967 ¢.359 §404; 1973 c.435 §19]

743.255 Grace period, annuities. An
annuity or pure endowment policy shall con-
tain a provision that there shall be a period
of grace of one month, but not less than 30
days, within which any stipulated payment
to the insurer falling due after the first such
payment may be made, subject at the option
of the insurer to an interest charge thereon
at the rate specified in the policy but not
exceeding six percent per annum for the
number of days of grace elapsing before such
payment, during which period of grace the
policy shall continue in full force. In case a
claim arises under the policy on account of
death prior to expiration of the period of
grace before the overdue payment to the
insurer or the deferred payments of the cur-
rent policy year, if any, are made, the
amount of such payments, with interest on
any overdue payments, may be deducted from
any amount payable under the policy in
settlement. (1967 c.359 §405)

743.258 Incontestability, annuities. If
any statement other than those relating to
age, sex and identity are required as a con-
dition to issuing an annuity or pure
endowment policy, the policy shall contain a
provision that the policy shall be
incontestable after it has been in force dur-
ing the lifetime of the person or of each of
the persons as to whom such statements are
required, for a period of two years from its
date of issue, except for nonpayment of stip-
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ulated payments to the insurer. At the option
of the insurer the two year limit within
which the policy may be contested shall not
apply to any provisions relative to benefits in
the event of disability and any provisions
which grant insurance specifically against

death by accident or accidental means. (1967
¢ 359 §406

743.261 Entire contract, annuities. An
annuity or pure endowment policy shall con-
tain a provision that the policy, including a
copy of the application if indorsed upon or
attached to the policy when issued, shall
constitute the entire contract between the
parties. [1967 c 359 §407]

743.264 Misstatement of age or sex,
annuities. An annuity or pure endowment
policy shall contain a provision that if the
age or sex of the person or persons upon
whose life or lives the policy is made, or of
any of them, has been misstated, the amount
payable or benefits accruing under the policy
shall be such as the stipulated payment or
payments to the insurer would have pur-
chased according to the correct age or sex,
and that if the insurer has made any over-
payment or overpayments on account of any
such misstatement, the amount thereof with
interest at the rate specified in the policy
but not exceeding six percent per annum may
be charged against the current or next suc-
ceeding payment or payments to be made by
the insurer under the policy. {1967 c 359 §408]

743.267 Dividends, annuities. If an an-
nuity or. pure endowment policy 1s partic-
ipating, it shall contain a provision that the
insurer shall annually ascertain and appor-
tion any divisible surplus accruing on the
policy. [1967 ¢.359 §409]

743.270 Reinstatement, annuities. An
annuity or pure endowment policy shall con-
tain a provision that the policy may be rein-
stated at any time within one year from a
default in making stipulated payments to the
insurer, unless the cash surrender value has
been paid, but all overdue stipulated pay-
ments and any indebtedness to the insurer
on the policy shall be paid or reinstated with
interest at the rate specified in the policy
but not exceeding six percent per annum,
and in cases where applicable the insurer
may also include a requirement of evidence

of insurability satisfactory to the insurer.
11967 ¢ 359 §410]

743.271 Periodic stipulated payments,
variable annuities. A variable annuity pol-
icy requiring periodic stipulated payments to
the insurer shall contain in substance the
following provisions: |

(1) A provision that there will be a period
of grace of 30 days within which any stipu-

lated payment to the insurer after the first
may be made, during which period of grace
the policy will continue in full force. The
policy may include a statement of the basis
for determining the date as of which any
such payment received during the period of
grace will be applied.

(2) A provision that, at any time within
one year from the date of a default in making
periodic stipulated payments to the insurer
during the life of the annuitant, and unless
the cash surrender value has been paid, the
policy may be reinstated upon payment to
the insurer of the overdue payments and all
indebtedness to the insurer on the policy.
with 1interest. The policy may include a
statement of the basis for determining the
date as of which the amount to cover such
overdue payments and indebtedness will be
apphied.

(3) A provision specifying the options
available in the event of a default in a peri-
odic stipulated payment. Such options may
include an option to surrender the policy for
a cash value as determined by the policy, and
shall include an option to receive a paid-up
annuity if the policy is not surrendered for
cash, the amount of the paid-up annuity be-
ing determined by applying the valuc of the
policy at the annuity commencement date in

accordance with the terms of the policy. [1973
c435 §211

743.272 Computing benefits, variable
annuities. (1) A variable annuity policy shall
specify the investment increment factors to
be used in computing the dollar amount of
variable benefits or other variable payments
or values under the policy, and may guaran-
tee that expense or mortality results or both
will not adversely affect such dollar amounts.
In the case of an individual variable annuity
policy under which the expense or mortality
results may adversely affect the dollar
amount of benefits, the expense and mortal-
ity factors shall be correspondingly specified
in the policy. “Expense” as used in this sub-
section may exclude some or all taxes, as
specified in the policy.

(2) In computing the dollar amount of

variable benefits or other policy payments or
values:

(a) The annual net investment increment
assumption shall not exceed five percent, ex-
cept with the approval of the director; and

(b) To the extent that the level of bene-
fits may be affected by future mortality re-
sults, the mortality factor shall be
determined from the Annuity Mortality Table
for 1949, Ultimate, or any modification of
that table not having a lower life expectancy
at any age or, if approved by the director,
from another table. [1973 c.435 §22|
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743.273 Standard provisions,
reversionary annuities. A policy of
reversionary annuity shall contain in sub-
stance the following provisions:

(1) The provisions specified in ORS
743.255 to 743.267, except that under ORS
743.255 the insurer may at its option provide
for an equitable reduction of the amount of
the annuity payments in settlement of an
overdue payment in lieu of providing for de-
duction of the overdue payment from an
amount payable upon settlement under the
policy.

(2) A provision that the policy may be
reinstated at any time within three years
from the date of default in making stipulated
payments to the insurer, upon production of
evidence of insurability satisfactory to the
insurer, and upon the condition that all
overdue payments and any indebtedness to
the insurer on account of the policy be paid
or reinstated with interest at the rate speci-
fied in the policy but not exceeding six per-
cent per annum. (1967 ¢.359 §411]

743.275 Standard Nonforfeiture Law
for Individual Deferred Annuities; opera-
tive date; application. (1) ORS 743.275 to
743.295 may be cited as the Standard Non-
forfeiture Law for Individual Deferred Annu-
ities.

(2) The operative date of the Standard
Nonforfeiture Law for Individual Deferred
Annuities for an insurer is the earlier of:

(a) Two years after October 4, 1977; and

(b) The date specified in a written notice
filed with the director by .the insurer of
election to comply with the Standard Non-
forfeiture Law for Individual Deferred Annu-
ities as of the specified date.

(3) The Standard Nonforfeiture Law for
Individual Deferred Annuities does not apply
to:

(a) Annuity benefits purchased under a
group annuity policy issued in conjunction
with a retirement or deferred compensation
plan established or maintained by an em-
ployer, an employee organization, or both.
This exclusion does not apply, however, to a
retirement or deferred compensation plan
providing individual retirement accounts or
individual retirement annuities governed by
%ec;ion 408 of the federal Internal Revenue

ode.

(b) A premium deposit fund.

(c) A variable annuity policy.

(d) An investment annuity policy.
(e) An immediate annuity policy.

() A deferred annuity policy with respect
to the period after annuity payments begin.

(g) A reversionary annuity.

(h) A policy issued before the operative
date of the Standard Nonforfeiture Law for
Individual Deferred Annuities for the
insurer. [1977 c.320 §2)

743.278 Required provisions in annuity
policies; exception. (1) An annuity policy
shall contain in substance the following pro-
visions, or corresponding provisions that in
the opinion of the director are at least as
favorable to the policyholder:

(a) That upon the termination of consid-
eration payments under the policy the
insurer will grant a paid-up annuity benefit
on a plan stipulated in the policy, of the
value required by ORS 743.284.

(b) That, if the policy provides for a lump
sum settlement at maturity or any other
time, the insurer will pay upon surrender of
the policy on or before the start of annuity
payments, in lieu of a paid-up annuity bene-
fit, a cash surrender benefit of the amount
required by ORS 743.284. The insurer shall
reserve the right to defer the payment of the
cash surrender benefit for a period of six
months after demand therefor with surrender
of the policy.

(c) A statement of the mortality table, 1f
any, and interest rates used in calculating
minimum guaranteed paid-up annuity, cash
surrender and death benefits under the pol-
icy, together with sufficient information to
determine the amount of such benefits.

(d) A statement that paid-up annuity,
cash surrender and death benefits available
under the policy are not less than the mini-
mums required by the statutes of the juris-
diction in which the policy is delivered, with
an explanation of the manner in which such
benefits are altered by the existence of any
additional amounts credited by the insurer to
the policy, any indebtedness to the insurer
on the policy or any prior withdrawals from
or partial surrenders of the policy.

(2) Notwithstanding subsection (1) of this
section, the, policy may provide that if no
consideration payments have been received
for two full years and the paid-up annuity
benefit at maturity on the plan stipulated in
the policy, arising from the considerations
aid before such two-year period, is less than
520 monthly, the insurer at its option may
terminate the policy by payment in cash of
the then present value of the paid-up annuity
benefit. Such value shall be calculated on the
basis of the mortality table, if any, and the
interest rate specified in the policy for cal-
culating the paid-up annuity benefit. By this
payment the insurer will be relieved of fur-
g:l;}er obligations under the policy. [1977 ¢ 320

743.281 Calculation of “minimum non-
forfeiture amount.” “Minimum nonforfei-
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ture amount” as referred to in the Standard
Nonforfeiture Law for Individual Deferred
Annuities shall be calculated as follows:

(1) For a policy providing for flexible
consideration payments, the minimum non-
forfeiture amount at a given time equals the
then accumulated value at three percent in-
terest of the percentages specified in para-
graph (b) of this subsection of the net
considerations previously paid, decreased by
the then accumulated value at three percent
interest of previous withdrawals from or
partial surrenders of the policy and the
amount of any indebtedness to the insurer on
the policy, and increased by any existing ad-
ditional amounts credited by the insurer to
the policy.

(a) The net considerations used 1n calcu-
lating the minimum nonforfeiture amount
equal, for a given policy year, the gross con-
siderations credited to the policy during that
year less a policy charge for the year of $30
and less a collection charge of $1.25 per
consideration credited during that year, but
the net considerations shall not be less than
zero for any year.

(b) The percentages shall be 65 percent
of the net considerations for the first policy
year, and 87-1/2 percent of the net consider-
ations for the years thereafter, except that
the percentage for years after the first policy
year shall be 65 percent for the portion of
the total net consideration in any such year
that exceeds the sum, but does not exceed
twice the sum, of the portions of net consid-
erations in previous years for which the per-
centage was 65 percent.

(2) For a policy providing for scheduled
amounts of consideration payments, the min-
imum nonforfeiture amount shall be calcu-
lated using the assumption that
considerations are paid annually in advance
and the same calculation method as for a
policy with flexible considerations, except
that:

(a) The portion of the net considerations
for the first policy year to be accumulated
shall be 65 percent of such net consider-
ations plus 22-1/2 percent of the excess of
such net considerations over the lesser of the
net considerations for the second and third
policy years; and

(b) The policy charge for a given policy
year shall be the lesser of $30 and 10 percent
of the gross considerations for the year.

(3) For a policy providing for a single
consideration, the minimum nonforfeiture
amount shall be calculated using the same
method as for a policy with flexible consid-
erations, except that:

(a) The net consideration shall be the
oss consideration less a policy charge of
75; and

(b) The percentage shall be 90 percent.
11977 c.320 §4]

743.284 Computation of benefits. (1)
Any paid-up annuity benefit available under
an annuity policy shall be such that its
present value on the date annuity payments
are to commence is at least equal to the
minimum nonforfeiture amount on that date.
Such-present value shall be computed using
the mortality table. if any, and the interest
rate specified in the policy for determining
the minimum guaranteed paid-up annuity
benefits.

(2) For annuity policies that provide cash
surrender benefits, such benefits available
prior to maturity shall be an amount not less
than the present value on the date of sur-
render of the portion of the policy maturity
value of its paid-up annuity benefits that
arises from considerations paid before the
surrender, reduced by appropriate amounts
reflecting any previous withdrawals from or
partial surrenders of the policy. Such present
value shall be calculated using an interest
rate not more than one percent higher than
the interest rate specified in the policy for
accumulating the net considerations to de-
termine such policy maturity value, shall be
decreased by the amount of any indebtedness
to the insurer on the policy, and shall be in-
crecased by any existing additional amounts
credited by the insurer to the policy. In no
event shall the cash surrender benefit be less
than the minimum nonforfeiture amount on
the date of surrender. The death benefit un-
der an annuity policy that provides cash
surrender benefits shall be at least equal to
the cash surrender benefit.

(3) For annuity policies that do not pro-
vide cash surrender benefits, the present
value of the paid-up annuity benefit available
as a nonforfeiture option at any time prior
to maturity shall not be less than the present
value of the portion of the policy maturity
value of its paid-up annuity benefits that
arises from considerations paid before the
policy is surrendered in exchange for, or
changed to, a deferred paid-up annuity. Such
present value shall be calculated for the pe-
riod prior to the maturity date on the basis
of the interest rate specified in the policy for
accumulating the net considerations to de-
termine the policy maturity value, and shall
be increased by any existing additional
amounts credited by the insurer to the pol-
icy. For such annuity policies that also do
not provide any death benefits before annuity
payments start, such present value shall be
calculated on the basis of such interest rate
and the mortality table specified in the pol-
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icy for determining the policy maturity value
of its paid-up annuity benefit. In no event,
however, shall the present value of a paid-up
annuity benefit be less at any time than the
minimum nonforfeiture amount. [1977 ¢.320 §5]|

743.287 Commencement ' of annuity
payments at optional maturity dates;
calculation of benefits. (1) For the purpose
of ORS 743.284 (2) and (3) in the case of an-
nuity policies under which an election may
be made to have annuity payments com-
mence at optional maturity dates, the matu-
rity date shall be considered to be. the latest
date for which such election is permitted by
the policy, but not later than the later of the
policy anniversary next following the
annuitant’s 70th birthday and the 10th anni-
versary of the policy.

(2) Paid-up annuity, cash surrender” and
death benefits available at any time  other
than on a policy anniversary of a policy with
scheduled amounts of consideration payments
shall be calculated with allowance for the
lapse of time and the payment of scheduled
considerations beyond the start of the policy.
year in which termination of consideration
payments occurs. [1977 ¢ 320 §6)

743.290 Notice of nonpayment of cer-
tain benefits to be included in annuity
policy. An annuity policy that does not pro-
vide cash surrender benefits, or that does not
provide death benefits at least equal to the
minimum nonforfeiture amount prior to the
start of annuity payments, shall include a
7x]'ominent statement to that effect. [1977 ¢ 320

743.295 Effect of certain life insurance
and disability benefits on minimum non-
forfeiture amounts. (1) For an annuity pol-
icy that includes, by rider or otherwise, life
insurance benefits that exceed the greater of
the cash surrender benefit and the return of
the gross considerations with interest, the
minimum nonforfeiture benefits shall equa]
the sum of the minimum nonforfeiture bene-
fits for the annuity portion and the minimum
nonforfeiture benefits, if any, for the life in-
surance portion, computed as if each portion
were a separate policy.

(2) Additional benefits payable in the
event of total and permanent disability, as
reversionary annuity or deferred
reversionary annuity benefits, or as.other
policy benefits additional to life insurance,
endowment and annuity benefits, and consid-
erations for all such additional benefits, shall
be disregarded in ascertaining the minimum
nonforfeiture amounts and paid-up annuity,
cash surrender and death benefits required
by the Standard Nonforfeiture Law for Indi-
vidual Deferred Annuities. The inclusion of
such additional benefits shall not be required

in any paid-up benefits unless the additional
benefits would separately require minimum
nonforfeiture amounts and paid-up annuity,
gﬁsh surrender and death benefits. 11977 ¢.320

GROUP LIFE INSURANCE

743.303 Requirements for issuance of
group life insurance policies. Policies of
group life insurance are subject to the fol-
lowing requirements:

(1) The policy shall be 1ssued upon the
lives - of persons who are associated 1n a
common group formed for purposes other
than the obtaining of insurance, except that
group policies of credit life insurance may be
1ssued to persons other than those in a com-
mon group;

(2) Not less than 75 percent of the eligi-
ble members of the group or 10 lives, which-
ever is the greater, are insured at the date
of issue of the policy;

(3) The amounts of insurance under the
policy shall be based on some plan preclud-
ing individual selection, except that optional
supplemental insurance may be available to
persons insured under the policy, if the
amounts of such supplemental insurance are
based upon age, salary, rank or similar ob-
jective standards; and

~ (4) The person contracting for the group
coverage shall be responsible for the pay-
ment of premiums. [1967 ¢.359 §412, 1971 c 231 §44]

743.306 Required provisions in group
life insurance policies. (1) Except as pro-
vided in subsection (2) of this section a group
ife insurance policy shall contain in sub-

stance the provisions described in ORS
743.309 to 743.342. i
(2) The provisions described in ORS

743.327 to 743.339 shall not apply to policies
of group credit life insurance. [1967 c 359 §413|

743.309 Nonforfeiture provisions. If a
group life insurance policy is on a plan of
msurance other than the term plan, 1t shall’
contain nonforfeiture provision or provisions
which in the opinion of the director are eq-
uitable to the insured persons and to the
policyholder, but nothing in this section shall
be construed to require that group life in-
surance policies contain the same nonforfei-
ture provisions as are required for individual
life insurance policies. [1967 ¢ 359 §414)

' 743.312 Grace period. A group life in-
surance policy shall contain a provision that
the policyholder is entitled to a grace period
of 31 days for the payment of any premium
due except the first, during which grace pe-
riod the death benefit coverage shall con-
tinue' in force, unless the policyholder shall
have given the insurer written notice of dis-
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continuance in advance of the date of dis-
continuance and in accordance with the
terms of the policy. The policy may provide
that the policyholder shall be liable to the
insurer for the payment of a pro rata pre-
mium for the time the policy was in force
during such grace period. [1967 c 359 §415]

743.315 Incontestability. A group life
insurance policy shall contain a provision
that the validity of the policy shall not be
contested, except for nonpayment of premi-
ums, after it has been 1n force for two years
from its date of issue; and that no statement
made by any person insured under the policy
relating to the insurability of the person
shall be used in contesting the validity of the
insurance with respect to which such state-
ment was made after such insurance has
been in force prior to the contest for a period
of two years during such person’s lifetime
nor unless it is contained 1n a written in-
strument signed by the person. [1967 ¢ 359 §416]

743.318 Application; representations
by policyholders and insureds. A group life
insurance policy shall contain a provision
that a copy of the application, if any, of the
policyholder shall be attached to the policy
when issued, that all statements made by the
policyholder or by the persons insured shall
be deemed representations and not warran-
ties, and that no statement made by any
person insured shall be used in any contest
unless a copy of the instrument containing
the statement is or has been furnished to

such person or the beneficiary of the person.
[1967 ¢.359 §417]

743.321 Evidence of insurability. A
group life insurance policy shall contain a
provision setting forth the conditions, if any,
under which the insurer reserves the right
to require a person eligible for insurance to
furnish evidence of individual insurability
satisfactory to the insurer as a condition to
part or all of the coverage. [1967 c 339 §418]

743.324 Misstatement of age. A group
life insurance policy shall contain a pro-
vision specifying an equitable adjustment of
premiums or of benefits or of both to be
made in the event the age of a person in-
sured has been misstated, such provision to
contain a clear statement of the method of
adjustment to be used. [1967 ¢.359 §419]

743.327 Payments under policy; pay-
ment of interest upon failure to pay pro-
ceeds. (1) A group life insurance policy shall
contain a provision that any sum becoming
due by reason of the death of a person in-
sured shall be payable to the beneficiary
designated by the person insured, subject to
the provisions of the policy in the event
there is no designated beneficiary, as to all
or any part of such sum, living at the death

of the person insured, and subject to any
right reserved by the insurer in the policy
and sct forth in the certificate to pay at its
option a part of such sum not exceeding $500
to any person appearing to the insurer to be
equitably entitled thereto by reason of hav-
ing incurred funeral or other expenses inci-
dent to the last illness or death of the person
insured.

(2) If the insurer fails to pay the proceeds
of or make payment under_the policy within
30 days after receipt of due proof of death
and of the interest of the claimant, and if the
beneficiary elects to receive a lump sum
settlement, the insurer shall pay interest on
any money due and unpaid after expiration
of the 30-day period. The insurer shall com-
pute the interest from the date of the
insured’s death until the date of payment, at
a rate not lower than that paid by the
insurer on other withdrawable policy owner
funds. At the end of the 30-day period, the
insurer shall notify the designated benefici-
ary or beneficiaries at their last-known ad-
dress that interest at the applicable rate will
be paid on the lump sum proceeds from the
date of death of the insured.

(3) Nothing in this section shall be con-
strued to allow an insurer to withhold pay-
ment of money payable under a group life
insurance policy to any designated benefici-
ary for a period longer than reasonably nec-
essary to transmit the payment. [1967 c 339 §420;
1983 ¢.754 §3]

743.330 Issuance of certificates. A
group life insurance policy shall contain a
provision that the insurer will i1ssue to the
policyholder for delivery to each person in-
sured an individual certificate setting forth
a statement as to the insurance protection to
which the person is entitled, to whom the
insurance benefits are payable, and the
rights and conditions set forth in ORS
743.333, 743.336 and 743.339. {1967 c 359 §421]

743.333 Termination of individual cov-
erage. A group life insurance policy shall
contain a provision that if the insurance, or
any portion of it, on a person covered under
the policy ceases because of termination of
employment or of membership in the class or
classes eligible for coverage under the policy,
such person shall be entitled to have issued
by the insurer, without evidence of
insurability, an individual policy of life in-
surance without disability or other supple-
mentary benefits, provided application for the
individual policy shall be made, and the first
premium paid to the insurer, within 31 days
after such termination, and provided further
that:

(1) The individual policy shall, at the op-
tion of such person, be on any one of the
forms, except term insurance, then custom-
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arily issued by the insurer at the age and for
the amount applied for;

(2) The individual policy shall be in an
amount not in excess of the amount of life
insurance which ceases because of such ter-
mination, less the amount of any life insur-
ance for which such person is or becomes
eligible under the same or any other group
policy within 31 days after such termination,
provided that any amount of insurance which
shall have matured on or before the date of
such termination as an endowment payable
to the person insured, whether in one sum
or in instalments or in the form of an annu-
ity, shall not, for.the purposes of this pro-
vision, be included in the amount which is
considered to cease because of such termi-
nation; and

(3) The premium on the individual policy
shall be at the insurer’s then customary rate
applicable to the form and amount of the in-
dividual policy, to the class of risk.to which
such person then belongs, and to the age at-
tained on the effective date of the individual
policy. [1967 c.359 §422|

743.336 Termination of policy or class
of insured persons. A group life insurance
policy shall contain a provision that if the
group policy terminates or is amended so as
to terminate the insurance of any class of
insured persons, every person insured there-
under at the date of such termination whose
insurance terminates and who has been so
insured for at least five years prior to such
termination date shall be entitled to have is-
sued by the insurer an individual policy of
Iife insurance, subject to the same conditions
and limitations as are provided by ORS
743.333, except that the group policy .may
provide that the amount of such individual
policy shall not exceed the smaller of:

(1) The amount of the person’s life insur-
ance protection ceasing because of the ter-
mination or amendment of the group policy,
less the amount of any life insurance for
which the person is or becomes eligible un-
der any group policy issued or reinstated by
the same or another insurer within 31 days
after such termination; and

(2) $10,000. (1967 <.359 §423; 1989 c 784 §16}

743.339 Death during period for con-
version to individual policy. A group ]1fe
insurance policy shall contain a provision
that if a person insured under the group pol-
icy dies during the period within which the
person would have been entitled to have an
individual policy issued in accordance with
ORS 743.333 or 743.336 and before such an
individual policy shall have become effective,
the amount of life insurance which the per-
son would have been entitled to have issued
under such individual .policy shall be payable

as a claim under the group policy, whether
or not application for the individual policy
or the payment of the first premium therefor
has been made. [1967 c.359 §424)

743.342. Statement furnished to in-
sured under credit life -insurance policy.
A group credit life insurance policy shall
contain a provision that the insurer will fur-
nish to the policyholder for delivery to each
debtor insured under the policy a form which
will contain a statement that the life of the
debtor is insured under the policy and that
any death benefit paid thereunder by reason
of death shall be applied to reduce or extin-
guish the indebtedness. [1967 c 350 §425}

743.345 Assngnablllty of group life pol-
icies., Nothing in the Insurance Code or in
any other law shall be construed to prohibit
any person insured under a group life 1nsur-
ance policy from making an assignment of all
or any part of the incidents of ownership
under such policy, including but not limited
to the privilege to have issued an individual
policy of life insurance pursuant to the pro-
visions of ORS 743.333 to 743.339 and the
right to name a beneficiary. Subject to the
terms of the policy or an agreement between
the insured, the group policyholder and the
insurer relating to assignment of incidents
of ownership under the policy, such an as-
signment by an insured, made either before
or after’ September 9, 1971, is valid for the
purpose of vesting in the assignee, in accor-
dance with any provisions included in the
assignment as to the time at which it is to
be effective, all of such incidents of owner-
ship so assigned, but without prejudice to the
insurer on account of any payment it may
makeé, or individual policy it may issue in
accordance with ORS 743.333 to - 743.339,

l:mor to receipt of notice of the assignment.
1971 c.231 §6]

743,348 Certain sales practices prohib-
ited. (1) No person selling group life insur-
ance is authorized to sell membership in a
common group for the purpose of qualifying
an applicant who is an individual for group
life insurance.

(2) No person selling membership in a
common group is authorized to offer group
life insurance for the purpose of selling
;nlembership in the common group. [1989 c.784
6

743.351 Eligibility of association to be
group . life policyholder; rules. (1) An
insurer shall not offer a policy of group life
insurance in this state to an association as
the policyholder or offer coverage under such
a policy, whether the policy is issued in this
or another state, unless, the director deter-
mines that the association satisfies the fol-
lowing requirements:
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(a) The association must have had an ac-
tive existence for at least one year;

(b) The association must insure under the
policy the employees or members of the as-
sociation, or employees of members of the
association, for the benefit of persons other
than .the association or its officers or trus-
tees; and

(c) The association must be maintained
primarily for purposes other than the pro-
curement of insurance.

(2) An insurer shall submit evidence: to
the director that the association satisfies the
requirements of subsection (1) of this section.
The Director of the Department of Insurance
and Finance shall review the evidence and
may request additional evidence as needed.

(3) An insurer shall submit to the direc-
tor any changes in the evidence submitted
under subsection (2) of this section.

(4) The director may order an insurer to
cease offering group life insurance to an as-
sociation if the director determines that the
association does not meet the requirements
under subsection (1) of this section.

(5) For purposes of this section:
(a) An association includes a labor union.

(b) “Employees” may include retired em-
ployees.

(6) The director may adopt rules to carry
out this section. [1989 c.784 §7|

743.354 Requirements for certain
group life policies issued to trustees of
certain funds. (1) An insurer shall not offer
in this state a policy of group life insurance
that is described in this section and insures
persons in this state, or shall not offer cov-
erage under such a policy, whether the pol-
icy is to be issued in this or another state,
unless the Director of the Department of In-
surance and Finance determines that the re-
quirements of subsections (2) and (3) of this
section are satisfied. This section applies to
a policy to be issued to the trustees of a fund
established for:

(a) Two or more employers in the same
or related industry;

(b) One or more labor unions;

(c) One or more employers and one or
more labor unions; or

(d) An association determined by the di-
rector to satisfy the requirements of ORS
743.351 (1).

(2) A policy of group life insurance shall
provide coverage for the benefit of employees
of the employers, members of the unions or
members of the association. The policy may
include as employees the officers and man-
agers of the employer, and the individual

proprietor or partners if the employer is an
individual proprietor or a partnership. In ad-
dition to such employees, the policy may also
insure retired employees and the trustees or
their employees, or both, if their duties are
principally connected with the trust.

(3) The director shall determine with re-
spect to a policy whether the trustees are
the policyholder. If the director determines
that the trustees are the policyholder and if
the policy is issued or proposed to be issued
in this state, the policy is subject to the In-
surance Code. If the director determines that
the trustees are not the policyholder, the ev-
idence of coverage that is issued or proposed
to be issued in this state to a participating
employer, labor union or association shall be
deemed to be a group life insurance policy
subject to the Insurance Code. For purposes
of this section, the director may determine
that the trustees are not the policyholder if:

(a) The evidence of coverage issued or
proposed to be issued to a participating em-
ployer, labor union or association is in fact
the primary statement of coverage for the
employer, labor union or association; and

(b) The trust arrangement is under the
actual control of the insurer.

(4) An insurer shall submit evidence to
the director showing that the requirements
of subsections (2) and (3) of this section are
satisfied. The director shall review the evi-
dence and may request additional evidence
as needed.

(5) An insurer shall submit to the direc-
tor any changes in the evidence submitted
under subsection (4) of this section.

(6) The director may adopt rules to carry
out this section. [1989 ¢.784 §8i

743.356 Continuing coverage upon re-
placement of group life policy. When cov-
erage under a group life insurance policy is
replaced by coverage under another group
life insurance policy, the insurer offering the
policy that is replaced shall continue to pro:
vide coverage for each certificate holder un-
der the replaced policy whose premium
payments are suspended because the certif-
icate holder is disabled. {1989 c.784 §9]

Note: 743.356 was enacted into law by the Legisla-
tive Assembly but was not added to or made a part of
ORS chapter 743 or any series therein by legislative
action. See Preface to Oregon Revised Statutes for fur-
ther explanation.

743.350 (1979 c.708 §2; renumbered 743 100 in 1989]
743.353 (1979 c 708 §3; renumbered 743.101 in 1989}
743.357 (1979 ¢.708 §4, renumbered 743.103 in 1989]
743.362 (1979 ¢.708 §5; renumbered 743.104 in 1989}
743.385 [1979 ¢.708 §6; renumbered 743.106 in 1989]
743.368 (1979 c.708 §7; renumbered 743.107 in 1989]
743.370 (1979 c.708 §8; renumbered .743.109 in 1989]
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CREDIT LIFE AND CREDIT HEALTH
INSURANCE

743.371 Definitions for credit life and
credit health insurance provisions. (1)
“Credit life insurance” means insurance on
the life of a debtor pursuant to or in con-
nection with a specific loan or other credit
transaction. )

(2) “Credit health insurance” means in-
surance on a debtor to provide indemnity for
payments becoming due on a specific loan or
other .credit transaction while the debtor is
disabled as defined in the policy.

(3) “Creditor” means the lender of money
or vendor or lessor of goods, services. prop-
erty, rights or privileges for which payment
is arranged through a credit transaction, or
any successor to the right, title or interest
of any such lender, vendor or lessor, and an
affiliate, associate or subsidiary of any of
them or any director, officer or employee of
any of them or any other person in any way
associated with any of them.

(4) “Debtor” means a borrower of monéy
or a purchaser or lessee of goods, services,
property, rights or privileges for which pay-
ment is arranged through a credit trans-
action.

(5) “Indcbtedness” means the total
amount payable by a debtor to a creditor in
connection with a loan or other credit
transaction. [Formerly 739.565 and then 743.561]

743.372 Applicability of credit life- and
credit health insurance provisions. (1) All
life or health insurance in connection with

loans or other credit transactions shall be
subject to ORS 743.371 to 743.380, except:

(a) Insurance in connection with a loan
or other credit transaction of more than 10
years' duration; or )

(b) Insurance, the issuance of which is
an isolated transaction on the part of the
insurer not-related to an agreement or a plan
for insuring debtors of the creditor.

(2) Notwithstanding subsection (1) of this
section, credit life and credit health insur-
ance may be issued for up to 10 years in
connection with a loan or other credit

transaction of any duration. [Formerly 739.570
and then 743.564)

743.373 Forms of credit life and credit
health insurance. Credit life and credit
health insurance shall be issued only in the
following forms:

(1) Individual policies of life insurance
issued to debtors on the term plan.

(2) Individual policies of health insurance
issued to debtors on a term plan, or disability

benefit provisions in individual policies of
credit life insurance.

(3) Group policies of life insurance issued
to creditors providing insurance upon the
lives of debtors on the term plan.

(4) Group policies of health insurance is-
sued to creditors on a term plan insuring
debtors, or disability benefit provisions in

group credit life insurance policies. [Formerly
39.575 and then 743 567]

743.374 Limits on amount of credit life
insurance.- (1) The initial amount of credit
life insurance shall not exceed the total
amount repayable under the contract of
indebtedness and, where an indebtedness is
repayable in substantially equal instalments,
the amount of insurance shall at no time ex-
ceed the scheduled or actual amount of un-
paid indebtedness, whichever is greater.

(2) Notwithstanding the provisions of
subsection (1) of this section, insurance on
agricultural credit transaction commitments
not exceeding 18 months in duration may be
written up to the amount of the loan com-
mitment, on a nondecreasing or level term
plan.

(3) Notwithstanding the provisions of
subsection (1) of this section, insurance on
educational credit transaction commitments
may include the portion of such commitment

that has not been advanced by the creditor.
{Formerly 743.570)

743.375 Limit on amount of credit
health insurance. The total amount of peri-
odic indemnity payable by credit health in-
surance in the event of disability, as defined
in the policy, shall not exceed the aggregate
of the periodic scheduled unpaid instalments
of the indebtedness; and the amount of each
periodic indemnity payment shall not exceed
the original indebtedness divided by the

number of periodic instalments. [Formerly
741.425 and then 743.573]

743.376 Duration of credit life and
credit health insurance. (1) The term of
any credit life or credit health insurance
shall, subject to-acceptance by the insurer,
commence on the date when the debtor be-
comes obligated to the creditor, except that,
where a group policy provides coverage with
respect to existing obligations, the insurance
on a debtor with respect to such indebt-
edness shall commence on the effective date
of the policy. Where evidence of insurability
is required and such evidence is furnished
more than 30 days after the date when the
debtor becomes obligated to the creditor, the
term of the insurance may commence on the
date on which the insurer determines the
evidence to be satisfactory, and in such event
there shall be an appropriate refund or ad-

56-225



743.377

INSURANCE

justment of any charge to the debtor for in-
surance.

(2) The term of the insurance shall not
extend more than 15 days beyond the sched-
uled maturity date of the indebtedness except
when extended without additional cost to the
debtor.

(3) If the indebtedness is discharged be-
cause of renewal or refinancing prior to the
scheduled maturity date, the insurance in
force shall be terminated before any new in-
surance may be issued in connection with
the renewed or refinanced indebtedness.

(4) In all cases of termination of the in-
surance prior to the scheduled maturity date
of the indebtedness, a refund shall be paid or

credited as prov1ded in ORS 743.378. |Formerly
739 585 and then 743.576]

743.377 Credit life and credit health
insurance policy or group certificate;
contents; delivery of policy, certificate or
copy of application. (1) All credit life or
credit health 1nsurance shall be evidenced by
an individual policy or, in the case of group
insurance, by a certificate of insurance,
which individual policy or group certificate
of insurance shall be delivered to the debtor.

(2) Each individual policy or group cer-
tificate of credit life or credit health insur-
ance, or both shall, in addition to other
requirements of law, set forth:

(a) The name and home-office address of
the insurer;

(b) The name or names of the debtor or
in the case of a certificate under a group
policy, the identity by name or otherwise of
the debtor;

(c) The premium or amount of payment
by the debtor separately for credit life insur-
ance and for credit health insurance;

(d) A description of the coverage 1includ-
ing the amount and term thereof, and any
exceptions, limitations and restrictions; and

(e) A statement that the benefits shall be
paid to the creditor to reduce or extinguish
the unpaid indebtedness and, wherever the
amount of insurance may exceed the unpaid
indebtedness, that any such excess shall be
payable to a beneficiary, other than the
creditor, named by the debtor or to the es-
tate of the debtor.

(3) Such individual policy or group cer-
tificate of insurance shall be delivered to the
insured'debtor at the time the indebtedness
is incurred except as provided in subsection
(4) of this section.

(4) If such individual policy or group
certificate of insurance is not delivered to

the debtor at the time the indebtedness is
incurred, a copy of the application for insur-

ance or a notice of proposed insurance,
signed by the debtor and setting forth the
name and home-office address of the insurer,
the name or names of the debtor, the pre-
mium or amount of payment by the debtor
separately for credit life insurance and for
credit health insurance, and the amount,
term and a brief description of the coverage
provided, shall be delivered to the debtor at
the time the indebtedness is incurred. The
copy of the application for insurance or no-
tice of proposed insurance shall also refer
exclusively to insurance coverage, and shall
be separate and apart from the loan, sale or
other credit statement of account, instru-
ment or agreement, unless the information
required by this subsection is prominently
set forth therein. Upon acceptance of the in-
surance by the insurer and within 30 days of
the date upon which the indebtedness is in-
curred, the insurer shall cause the individual
policy or group certificate of insurance to be
delivered to the debtor. The application for
insurance or notice of proposed insurance
shall state that upon acceptance by the
insurer, the insurance shall become effective
as provided in ORS 743.376.

(5) If an insurer other than the named
insurer accepts the risk, then the debtor
shall receive a policy or certificate of insur-
ance setting forth the name and home-office
address of the substituted insurer and the
amount of the premium to be charged, and if
the amount of premium is less than that set
forth in the notice of proposed insurance an

a propriate refund shall be made. [Formerly
739590 and then 743 579]

743.378 Charges and refunds to debtor,
credit life and credit health insurance. (1)
Each individual policy or group certificate
of credit life or credit health insurance, or
both, shall provide that in the event of ter-
mination of the insurance prior to the
scheduled maturity date of the indebtedness,
any refund of an amount paid by the debtor
for insurance shall be paid or credited
promptly to the person entitled thereto.
However, the director shall prescribe a min-
imum refund and no refund which would be
less than such minimum need be made. The
formula to be used in computing such refund
shall be filed with and approved by the di-
rector.

(2) If a creditor requires a debtor to make
any payment for credit life insurance or
credit health insurance and an individual
policy or group certificate of insurance is not
issued, the creditor shall immediately give
written notice to such debtor and shall
promptly make an appropriate credit to the
account.

(3) The amount charged to a debtor for
credit life insurance and for credit health
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insurance shall not exceed the respective
premiums charged by the insurer, as com-
puted at the time the charge to the debtor is
determined. [Formerly 739.600 and then 743.582]

743.379 Status of remuneration to
creditor. Notwithstanding the provisions of
any other.law of this state which may ex-
pressly or by construction provide otherwise,
any commission or service fee or other bene-
fit or return to any creditor arising out of
the sale or provision of credit Iife and credit
health insurance shall not be deemed inter-
est or charges in connection with loans or

credit transactions. |[Formerly 739603 and then
743 385]

743.380 Claim report and payment,
credit life and credit health insurance. (1)
All claims under policies of credit life or
credit health insurance, or both, shall be
promptly reported to the insurer or its des-
ignated claim representative and the insurer
shall maintain adequate claim files. All
claims shall be settled as soon as possible
and in accordance with the terms of the pol-
icy.

(2) All claims shall be paid either by
draft drawn upon the insurer or by check of
the insurer to the order of the claimant to
whom payment is due pursuant to the policy
provisions or, upon direction of such claim-

ant, to the one specified. [(Formerly 739610 and
then 743.588|

HEALTH INSURANCE

(Individual)

743.402 Exceptions to individual health
insurance policy requirements. Nothing in
ORS 743.405 to 743.498 shall apply to or af-
fect:

(1) Any workers’ compensation insurance
policy or any liability insurance policy with
or without supplementary expense coverage
therein;

(2) Any policy of reinsurance;

(3) Any blanket or group policy of insur-
ance; or

(4) Any life insurance policy, or policy
supplemental thereto which contains only
such provisions relating to health insurance
as:

(a) Provide additional benefits in case of
death or dismemberment or loss of sight by
accident; or

(b) Operate to safeguard such policy
against lapse, or to give a special surrender
value or special benefit or an annuity in the
event the insured shall become totally and
permanently disabled, as defined by the pol-
i1cy or supplemental policy. [Formerly 741.022]

743.405 General requirements, individ-
ual health insurance policies. A health in-
surance policy shall meet the following
requirements:

(1) The entire money and other consider-
ations therefor shall be expressed therein;

(2) The time at which the insurance
takes effect and terminates shall be ex-
pressed therein;

(3) It shall purport to insure only one
person, except that a policy may insure, ori-
ginally or by subsequent amendment, upon
the application of an adult member of a fam-
ily who shall be deemed the policyholder, any
two or more eligible members of that family,
including husband, wife, dependent children
or any children under a specified age which
shall not exceed 19 years and any other per-
son dependent upon the policyholder;

{4) Except as provided in ORS 743.498,
the style, arrangement and overall appear-
ance of the policy shall give no undue prom-
inence to any portion of the text, and every
printed portion of the text of the policy and
of any indorsements or attached papers shall
be plainly printed in lightfaced type of a
style in general use, the size of which shall
be uniform and not less than 10 point with
a lower case unspaced alphabet length not
less than 120 point. Captions shall be printed
in not less than 12.point type. The “text”
shall include all printed matter except the
name and address of the insurer, name or ti-
tle of the policy, the brief description if any,
and captions and subcaptions;

(5) The exceptions and reductions of
indemnity shall be set forth in the policy
and, except those which are set forth in ORS
743.411 to 743.480, shall be printed at the
insurer's option either included with the
benefit provision to which they apply or un-
der an appropriate caption such as EX.

CEPTIONS, or EXCEPTIONS AND
REDUCTIONS, provided that if an exception
or reduction specifically applies only to a
particular benefit of the policy, a statement
of such exception or reduction shall be in-
cluded with the benefit provision to which it
applies;

(6) Each form constituting the policy, in-
cluding riders and indorsements, shall be
identified by a form number in the lower
lefthand corner of the first page thereof; and

(7) Tt shall contain no provision purport-
ing to make any portion of the charter, rules,
constitution or bylaws of the insurer a part
of the policy unless such portion is set forth
in full in the policy, except in the case of the
incorporation of or reference to a statement
of rates or classification of risks, or short

rate table filed with the director. ({Formerly
741.120]
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743.408 Mandatory provisions, individ-
ual health insurance policies. Except as
provided in ORS 742.021, a health insurance
policy shall contain the provisions set forth
in ORS 743411 to 743.444. Such provisions
shall be preceded individually by the caption
appearing in such sections or, at the option
of the insurer, by such appropriate individual
or group captions or subcaptions as the di-
rector may approve. [1967 ¢.359 §428)

743.411 Entire contract; changes. A
health insurance policy shall contain a pro-
vision "as follows: “ENTIRE CONTRACT;
CHANGES: This policy, including the
indorsements and the attached papers, if any,
constitutes the entire contract of insurance.
No change in this policy shall be valid until
approved by an executive officer of the
insurer and unless such approval be indorsed
hereon or attached hereto. No agent has au-
thority to change this policy or to waive any
of its provisions.” (1967 c 359 §429]

743.412 Coverage for alcoholism treat-
ment; conditions; limits. A health insur-
ance policy providing coverage for hospital
or medical expenses not limited to expenses
from accidents or specified sicknesses shall
provide, at the request of the applicant, cov-
erage for expenses arising from treatment for
alcoholism. The following conditions apply to
the requirement for such coverage:

(1) The applicant shall be informed of the
applicant’s option to request this coverage.

(2) The inclusion of the coverage may be
made subject to the insurer's usual under-
writing requirements.

(3) The coverage may be made subject to
provisions of the policy that apply to other
benefits under the policy, including but not
limited to provisions relating to deductibles
and coinsurance.

(4) The policy may limit hospital expense
coverage to treatment provided by the fol-
lowing facilities:

(a) A health care-facility licensed as re-
quired by ORS 441.015.

(b) A health care facility accredited by
the Joint Commission on Accreditation of
Hospitals.

(c) A rehabilitation clinic and agency es-
tablished, maintained, contracted with or op-
erated by the Mental Health and
Developmental Disability Services Division
under ORS 430.260.

(5) Except as permitted by subsection (3)
of this section, the policy shall not limit
payments thereunder for "alcoholism to an
amount less than $4,500 in any
24-consecutive month period and the policy
shall provide coverage, within the limits of
this subsection, of not less than 80 percent

of the hospital and medical expenses for

treatment for alcoholism. {1977 c632 §2, 1981
c.319 §1}

743.414 Time limit on certain defenses;
incontestability. (1) A health insurance pol-
icy shall contain a provision as follows:
“TIME LIMIT ON CERTAIN DEFENSES:
After two years from the date of issue of this
policy no misstatements, except fraudulent
misstatements, made by the applicant in the
application for such policy shall be used to
void the policy or to deny a claim for loss
incurred or disability, as defined in the pol-
icy, commencing after the expiration of that
period.”

(2) The policy provision set forth in sub-
section (1) of this section shall not be so
construed as to affect any legal requirement
for avoidance of a policy or denial of a claim
during such initial two-year period, or to
limit the application of ORS 743.450 to
743.462 in the event of misstatement with
respect to age or occupation or other insur-
ance.

(3) A policy which the insured has the
right to continue in force subject to its terms
by the timely payment of premium until at
least age 50 or, in the case of a policy issued
after age 44, for at least five years from its
date of issue, may contain in lieu of the pro-
vision set forth in subsection (1) of this sec-
tion the following provision, from which the
clause in parentheses may be omitted at the
insurer's option: “INCONTESTABLE: After
this policy has been in force for a period of
two years during the lifetime of the insured
(excluding any period during which the in-
sured is disabled), it shall become
incontestable as to the statements contained
in the application.”

(4) The policy shall contain a provision
as follows, which shall be a separate para-
graph under the same caption as, and imme-
diately following, the provision set forth in
subsection (1) or (3) of this section: “No
claim for loss incurred or disability, as de-
fined in the policy, commencing after two
years from the date of issue of this policy
shall be reduced or denied on the ground
that a disease or physical condition not ex-
cluded from coverage by name or specific
description effective on the date of loss had
existed prior to the effective date of coverage
of this policy.” [1967 ¢.359 §430; 1969 c 159 §1)

743.417 Grace period. (1) A health in-
surance policy shall contain a provision as
follows: “GRACE PERIOD: A grace period
of (insert a number not less than ‘7’ for
weekly premium policies, ‘10’ for monthly
premium policies and ‘31’ for all other pol-
cies) days will be granted for the payment of
each premium falling due after the first pre-
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mium, during which grace period the policy
shall continue in force.”

(2) A policy which contains a cancella-
tion provision may add the following clause
at the end of the provision set forth in sub-
section (1) of this section: “subject to the
right of the insurer to cancel in accordance
with the cancellation provision hereof.”

(3) A policy in which the insurer reserves
the right to refuse renewal shall have the
following clause at the beginning of the pro-
vision set forth in subsection (1) of this sec-
tion: “Unless not less than 30 days prior to
the premium due date the insurer has deliv-
ered to the insured or has mailed to the last
address of the insured as shown by the re-
cords of the insurer written notice of its in-
tention not to renew this policy beyond the
period for which the premium has been ac-
cepted. The insurer shall state in the notice
the reason for its refusal to renew this pol-
icy.” [1967 c 359 §431; 1989 c 784 §19]

743.420 Reinstatement. (1) A health in-
surance policy shall contain a provision as
follows: “REINSTATEMENT: If any rencwal
premium be not paid within the time granted
the insured for payment, a subsequent ac-
ceptance of premium by the insurer or by
any agent duly authorized by the insurer to
accept such premium, without requiring in
connection therewith an application for rein-
statement, shall reinstate the policy; pro-
vided, however, that if the insurer or such
agent requires an application for rein-
statement and issues a conditional receipt for
the premium tendered, the policy will be
reinstated upon approval of such apphication
by the insurer or, lacking such approval,
upon the 45th day following the date of such
conditional receipt unless the insurer has
previously notified the insured in writing of
its disapproval of such application. The rein-
stated policy shall cover only loss resulting
from such accidental injury as may be sus-
tained after the date of reinstatement and
loss due to such sickness as may begin more
than 10 days after such date. In all other re-
spects the insured and insurer shall have the
same rights thereunder as they had under
the policy immediately before the due date
of the defaulted premium, subject to any
provisions indorsed hereon or attached
hereto in connection with the reinstatement.
Any premium accepted in connection with a
reinstatement shall be applied to a period for
which premium has not been previously paid,
but not to any period more than 60 days
prior to the date of reinstatement.”

(2) The last sentence of the provision set
forth in subsection (1) of this section may be
omitted from any policy which the insured
has the right to continue in force subject to
its terms by the timely payment of premiums

until at least age 50 or, in the case of a pol-
icy issued after age 44, for at least five years
from its date of issue. [1967 c 359 §432]

743.423 Notice of claim. (1) A health
insurance policy shall contain a provision as
follows: “NOTICE OF CLAIM: Written no-
tice of claim must be given to the insurer
within 20 days after the occurrence or com-
mencement of any loss covered by the policy,
or as soon thereafter as is reasonably possi-
ble. Notice given by or on behalf of the in-
sured or the beneficiary to the insurer at

(insert the location of such office as
the Insurer may designate for the purpose),
or to any authorized agent of the insurer,
with information sufficient to identify the
insured, shall be deemed notice to the
insurer.”

(2) In a policy providing a loss-of-time
benefit which may be payable for at least two
years, an insurer may at its option insert the
following between the first and second sen-
tences of the provision set forth in sub-
section (1) of this section: “Subject to the
qualifications set forth below, if the insured
suffers loss of time on account of disability
for which indemnity may be payable for at
least two years, the insured shall, at least
once in every six months after having given
notice of claim, give to the insurer notice of
continuance of such disability, except in the
event of legal incapacity. The period of six
months following any filing of proof by the
insured or any payment by the insurer on
account of such claim or any demal of h-
ability in whole or in part by the insurer
shall be excluded in applying this provision.
Delay in the giving of such notice shall not
impair the insured’s right to any indemnity
which would otherwise have accrued during
the period of six months preceding the date

on which such notice is actually given.” {1967
¢.359 §433)

743.426 Claim forms. A health insur-
ance policy shall contain a provision as fol-
lows: “CLAIM FORMS: The insurer, upon
receipt of a notice of claim, will furnish to
the claimant such forms as are usually fur-
nished by it for filing proof of loss. If such
forms are not furnished within 15 days after
the giving of such notice, the claimant shall
be deemed to have complied with the re-
quirements of this policy as to proof of loss
upon submitting, within the time fixed in the
policy for filing proofs of loss, written proof
covering the occurrence, the character and
the extent of the loss for which claim is
made.” {1967 c.359 §434]

743.429 Proofs of loss. A health insur-
ance policy shall contain a provision as fol-
lows: “PROOFS OF LOSS: Written proof of
loss must be furnished to the insurer at its
office in case of claim for loss for which this
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policy provides any periodic payment contin-
gent upon continuing loss within 90 days af-
ter the termination of the period for which
the insurer is liable and in case of claim for
any other loss within 90 days after the date
of such loss. Failure to furnish such proof
within the time required shall not invalidate
or reduce any claim if it was not reasonably
possible to give proof within such time, pro-
vided such proof is furnished as soon as rea-
sonably possible and in no event, except in
the absence of legal capacity, later than one
year from the time proof is otherwise re-
quired.” [1967 ¢ 359 §435]

743.432 Time of payment of claims. A
health insurance policy shall contain a pro-
vision as follows: “TIME OF PAYMENT OF
CLAIMS: Indemnities payable under this
policy for any loss other than loss for which
this policy provides any periodic payment
will be paid immediately upon receipt of due
written proof of such loss. Subject to due
written proof of loss, all accrued indemnities
for loss for which this policy provides peri-
odic payment will be paid —— — — (insert
period for payment which must not be less
frequently than monthly) and any balance re-
maining unpaid upon the termination of li-
ability will be paid immediately upon receipt
of due written proof.” {1967 ¢ 359 §436i

743.435 Payment of claims. (1) A health
insurance policy shall contain a provision as
follows: “PAYMENT OF CLAIMS: Indemnity
for loss of life will be payable 1n accordance
with the beneficiary designation and the pro-
visions respecting such payment which may
be prescribed herein and effective at the time
of payment. If no such designation or pro-
vision is then effective, such indemnity shall
be payable to the estate of the insured. Any
other accrued indemnities unpaid at the
insured’s death may, at the option of the
insurer, be paid either to such beneficiary or
to such estate. All other indemnities will be
payable to the insured.”

(2) The following provisions, or either of
them, may be included with the provision set
forth in subsection (1) of this section at the
option of the insurer:

(a) “If any indemnity of this policy shall
be payable to the estate of the insured, or to
an insured or beneficiary who is a minor or
otherwise not competent to give a valid re-
lease, the insurer may pay such indemnity, up
to an amount not exceeding $ (insert an
amount which shall not exceed $1,000), to any
relative by blood or connection by marriage
of the insured or beneficiary who is deemed
by the insurer to be equitably entitled thereto.
Any payment made by the insurer in good
faith pursuant to this provision shall full
discharge the insurer to the extent of suci:
payment.”

(b) “Subject to any written direction of the
insured in the application or otherwise all or
a portion of any indemnities provided by this
policy on account of hospital, nursing, medical
or surgical services may, at the insurer’s op-
tion and unless the insured requests otherwise
in writing not later than the time of filing
proofs of such loss, be paid directly to the
hospital or person rendering such services;
but it is not required that the service be ren-

dered by a particular hospital or person.” [1967
¢ 350 §437]

743.438 Physical examinations and
autopsy. A health insurance policy shall
contain a provision as follows: “PHYSICAL
EXAMINATIONS AND AUTOPSY: The
insurer at its own expense shall have the right
and opportunity to examine the person of the
insured when and as often as 1t may reason-
ably require during the pendency of a claim
hereunder and to make an autopsy in case of

death where it is not forbidden by law.” (1967
¢ 359 §438)

743.441 Legal actions. A health insur-
ance policy shall contain a provision as fol-
lows: “LEGAL ACTIONS: No action at law
or in equity shall be brought to recover on this
policy prior to the expiration of 60 days after
written proof of loss has been furnished in ac-
cordance with the requirements of this policy.
No such action shall be brought after the ex-
piration of three years after the time written

proof of loss is required to be furnished.” (1967
¢ 359 §439]

743.444 Change of beneficiary. (1) A
health insurance policy shall contain a pro-
vision as follows: “CHANGE OF BENEFICI-
ARY: Unless the insured makes an
irrevocable designation of beneficiary, the
right to change of beneficiary is reserved to
the insured and the consent of the beneficiary
or beneficiaries shall not be requisite to sur-
render or assignment of this policy or to any
change of beneficiary or beneficiaries or to
any other changes in this policy.”

(2) The first clause of the provision set
forth in subsection (1) of this section, relating
to the irrevocable designation of beneficiary,

may be omitted at the insurer's option. 1967
¢.359 §440)

743.447 Optional provisions, individual
health insurance. Except as provided in ORS
742.021, provisions in a health insurance pol-
icy respecting the matters set forth in ORS
743.450 to 743.480 shall be in the words which
appear in such sections. Any such provision
contained in the policy shall be preceded indi-
vidually by the appropriate caption appearing
in such sections or, at the option of the
insurer, by such appropriate individual or
group captions or subcaptions as the director
may approve. [1967 c.359 §441]
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743.450 Change of occupation. A health
insurance policy may contain a provision as
follows: “CHANGE OF OCCUPATION: If the
insured be injured or contract sickness after
having changed occupation to one classified
by the insurer as more hazardous than that
stated in this policy or while doing for com-
pensation anything pertaining to an occupa-
tion so classified, the insurer will pay only
such portion of the indemnities provided in
this policy as the premium paid would have
purchased at the rates and within the limits
fixed by the insurer for such more hazardous
occupation. If the insured changes occupation
to one classified by the insurer as less haz-
ardous than that stated in this policy, the
insurer, upon receipt of proof of such change
of occupation, will reduce the premium rate
accordingly, and will return the excess pro
rata uncarned premium from the date of
change of occupation or from the policy anni-
versary date immediately preceding receipt of
such proof, whichever is the more recent. In
applying this provision, the classification of
occupational risk and the premium rates shall
be such as have been last filed by the insurer
prior to the occurrence of the loss for which
the insurer is liable or prior to date of proof
of change in occupation with the state official
having supervision of insurance in the state
where the insured resided at the time this
policy was issued; but 1f such filing was not
required, then the classification of occupa-
tional risk and the premium rates shall be
those last made effective by the insurer in
such state prior to the occurrence of the loss
or prior to the date of proof of change in oc-
cupation.” (1967 c 339 §442}

743.453 Misstatement of age. A health
insurance policy may contain a provision as
follows: “MISSTATEMENT OF AGE: If the
age of the insured has been misstated, all
amounts payable under this policy shall be
such as the premium paid would have pur-
chased at the correct age.” [1967 c 339 §443]

743.456 Other insurance in same
insurer. (1) A health insurance policy may
contain a provision as follows: “OTHER IN-
SURANCE IN THIS INSURER: If an accident
or sickness or accident and sickness policy or
policies previously issued by the insurer to the
insured be in force concurrently herewith,
making the aggregate indemnity for
(insert type of coverage or coverages) in ex-
cess of $ (insert maximum limit of
indemnity or Indemnities), the excess insur-
ance shall be void and all premiums paid for
such excess shall be returned to the insured
or to the estate of the insured.”

(2) In lieu of the provisions set forth in
subsection (1) of this section, the policy may
contain a provision as follows: “OTHER IN-

SURANCE IN THIS INSURER: Insurance ef:

fective at any one time on the insured under
a like policy or policies in this company is
limited to the one such policy elected by the
insured, the beneficiary or the estate of the
insured, as the case may be, and the insurer
will return all premiums paid for all other
such policies.” {1967 c.359 §444]

743.459 Insurance with other insurers,
expense incurred benefits. (1) A health in-
surance policy may contain a provision as fol-
lows: “INSURANCE WITH OTHER
INSURERS: If there be other valid coverage,
not with this insurer, providing benefits for
the same loss on a provision of service basis
or on an expense incurred basis and of which
this insurer has not been given written notice
prior to the occurrence or commencement of
loss, the only liability under any expense in-
curred coverage of this policy shall be for such
proportion of the loss as the amount which
would otherwise have been payable hereunder
plus the total of the like amounts under all
such other valid coverages for the same loss
of which this insurer had notice bears to the
total like amounts under all valid coverages
for such loss, and for the return of such por-
tion of the premiums paid as shall exceed the
pro rata portion for the amount so determined.
For the purpose of applying this provision
when other coverage is on a provision of ser-
vice basis, the ‘like amount’ of such other
coverage shall be taken as the amount which
the services rendered would have cost in the
absence of such coverage.”

(2) If the policy provision set forth in sub-
section (1) of this section is included in a pol-
icy which also contains the policy provision
set forth in ORS 743.462, there shall be added
to the caption of the provision set forth in
subsection (1) of this section the phrase “EX-
PENSE INCURRED BENEFITS.” The insurer
may, at its option, include in this provision a
definition of “other valid coverage,” approved
as to form by the director, which definition
shall be limited in subject matter to coverage
provided by organizations subject to regu-
lation by insurance law or by insurance au-
thorities of this or any other state of the
United States or any province of Canada, and
by hospital or medical service organizations,
and to any other coverage the inclusion of
which may be approved by the director. In the
absence of such definition such term shall not
include group insurance, automobile medical
payments Insurance or coverage provided by
hospital or medical service organizations or
by union welfare plans or employer or em-
ployee benefit organizations. For the purpose
of applying the policy provision set forth in
this section with respect to any insured, any
amount of benefit provided for such insured
pursuant to any compulsory benefit statute
(including any workers’ compensation or em-
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ployer’s liability statute), whether provided by
a governmental agency or otherwise, shall in
all cases be deemed to be “other valid cover-
age” of which the insurer has. had notice. In
applying the policy provision set forth in this
section no third party liability coverage shall

be included as “other valid coverage.” [1967
¢.359 §443)

743.462 Insurance with other insurers,
other than expense incurred benefits. (1)
A health insurance policy may contain a pro-
vision as follows: “INSURANCE WITH
OTHER INSURERS: If there be other valid
coverage, not with this insurer, providing
benefits for the same loss on other than an
expense incurred basis and of which this
insurer has not been given written notice
prior to the occurrence or commencement of
loss, the only liability for such benefits under
this policy shall be for such proportion of the
indemnities otherwise provided herecunder for
such loss as the like indemnities of which the
insurer had notice (including the indemnities
under this policy) bear to the total amount of
all like indemnities for such loss, and for the
return of such portion of the premium paid as
shall exceed the pro rata portion for the
indemnities thus determined.”

(2) If the policy provision set forth in sub-
section (1) of this section is included in a pol-
icy which also contains the policy provision
set forth in ORS 743.459, there shall be added
to the caption of the provision set forth in
subsection (1) of this section the phrase
“OTHER BENEFITS.” The insurer may, at its
option, include in this provision a definition
of “other valid coverage,” approved as to form
by the director, which definition shall be lim-
ited in subject matter to coverage provided by
organizations subject to regulation by insur-
ance law or by insurance authorities of this
or any other state of the United States or any
province of Canada, and to any other coverage
the inclusion of which may be approved by the
director. In the absence of such definition
such term shall not include group insurance,
or benefits provided by union welfare plans or
by employer or employee benefit organiza-
tions. For the purpose of applying the policy
provision set forth in this section with respect
to any insured, any amount of benefit provided
for such insured pursuant to any compulsory
benefit statute (including any workers’ com-
pensation or employer's liability statute),
whether provided by a governmental agency
or otherwise, shall in all cases be deemed to
be “other valid coverage” of which the insurer
has had notice. In applying the policy pro-
vision set forth in this section no third party
liability coverage shall be included as “other
valid coverage.” [1967 c 359 §446]

743.465 Relation of earnings to insur-
ance. (1) A health insurance policy may con-

tain a provision as follows: “RELATION OF
EARNINGS TO INSURANCE: If the total
monthly amount of loss of time benefits prom-
ised for the same loss under all valid loss of
time coverage upon the insured, whether pay-
able on a weekly or monthly basis, shall ex-
ceed the monthly earnings of the insured at
the time disability commenced or the average
monthly earnings of the insured for the period
of two years immediately preceding a disabil-
ity for which claim is made, whichever is the
greater, the insurer will be liable only for such
proportionate amount of such benefits under
this policy as the amount of such monthly
carnings or such average monthly earnings of
the insured bears to the total amount of
monthly benefits for the same loss under all
such coverage upon the insured at the time
such disability commences and for the return
of such part of the premiums paid during such
two years as shall exceed the pro rata amount
of the premiums for the benefits actually paid
hereunder; but this shall not operate to reduce
the total monthly amount of benefits payable
under all such coverage upon the insured be-
low the sum of $200 or the sum of the monthly
benefits specified in such coverages, which-
ever is the lesser, nor shall it operate to re-
duce benefits other than those payable for loss
of time.”

(2) The policy provision set: forth in sub-
section (1) of this section may be inserted only
in a policy which the insured has the right to
continue in force subject to its terms by the
timely payment of premiums until at least age
50 or, in the case of a policy issued after age
44, for at least five years from its date of issue:
The insurer may, at its option, include in this
provision a definition of “valid loss of time
coverage,” approved as to form by the direc-
tor, which definition shall be limited in sub-
ject matter to coverage provided by
governmental agencies or by organizations
subject to regulation by insurance law or by
insurance authorities of this or any other
state of the United States or any province of
Canada, or to any other ¢overage the inclu-
sion of which may be approved by the director
or any combination of such coverages. In the
absence of such definition such term shall not
include any coverage provided for such in-
sured pursuant to any compulsory benefit
statute (including any workers' compensation
or employer’s liability statute), or benefits
provided by union welfare plans or by em-
p]oger or employee benefit organizations. {1967
¢ 359 §447]

743.468 Unpaid premium. A health in-
surance policy may contain a provision as fol-
lows: “UNPAID PREMIUM: Upon the
payment of a claim under this policy, any pre-
mium then due and unpaid or covered by any
note or written order may be deducted there-
from.” (1967 c.359 §448 -
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743.471 Cancellation provision. A health
insurance policy may contain a provision as
follows: “CANCELLATION: The insurer may
cancel this policy by written notice delivered
to the insured, or mailed to the last address
of the insured as shown by the records of the
insurer. The notice must state the reason for
cancellation and the date on which the can-
cellation shall be effective. Except as provided
under the ‘GRACE PERIOD’ provision of this
pollcy for nonpayment of premium, cancella-
tion shall not become effective earlier than
the 30th day after the date of the notice. After
the policy has been continued beyond its ori-
ginal term, the insured may cancel this policy
at any time by written notice delivered or
mailed to the insurer, effective upon receipt
or on such later date as may be specified in
such notice. In the event of cancellation, the
insurer will return promptly the unearned
portion of any premium paid. If the insured
cancels, the earned premium shall be com-
puted by the use of the short rate table last
filed with the state official having supervision
of insurance in the state where the insured
resided when the policy was issued. If the
msurer cancels, the earned premium shall be
computed pro rata. Cancellation shall be
without prejudice to any claim originating

rior to the effective date of cancellation.”
1967 ¢.359 §449; 1989 ¢ 784 §20]

743.472 Permissible reasons for cancel-
lation or refusal to renew. An insurer sell-
ing individual health insurance policies may
cancel or refuse to renew an individual health
insurance policy only if the insurer makes a
determination to cancel or not to renew all
policies of the same type and form as the indi-
vidual policy, or 1f the ground for cancellation
or nonrenewal is described in ORS 742.013 or
743.411 to 743.480 and is stated as a provision
of the policy. [1989 c.784 §18]

Note: 743.472 was added to and made a part of ORS
743 405 to 743.498 by legislative action but was not added

to any smaller series therein. See Preface to Oregon Re-
vised Statutes for further explanation

743.474 Conformity with state statutes.
A health insurance policy may contain a pro-
vision as follows: “CONFORMITY WITH
STATE STATUTES: Any provision of this
policy which, on its effective date, is in con-
flict with the statutes of the state in which the
insured resides on such date hereby is
amended to conform to the minimum require-
ments of such statutes.” [1967 ¢.339 §430]

743.477 1llegal occupation. A health in-
surance policy may contain a provision as fol-
lows: “ILLEGAL OCCUPATION: The insurer
shall not be liable for any loss to which a
contributing cause was the insured's commis-
sion of or attempt to commit a felony or to
which a contributing cause was the insured's

being engaged in an illegal occupation.” 1967
c.359 §451|

743.480 Intoxicants and controlled sub-
stances. A health insurance policy may con-
tain a provision as follows: “INTOXICANTS
AND CONTROLLED SUBSTANCES: The
insurer shall not be liable for any loss sus-
tained or contracted in consequence of the
insured's being intoxicated or under the influ-
ence of any controlled substance unless ad-

ministered on the advice of a physician.” (1967
c.359 §452; 1979 ¢.744 §64|

743.483 Arrangement of provisions. The
provisions of a health insurance policy which
are the subject of ORS 743.408 to 743.480, or
any corresponding provisions which are used
in heu thereof in accordance with the Insur-
ance Code, shall be printed in the consecutive
order of such sections or, at the option of the
insurer, any such provision may appear as a
unit in any part of the policy, with other pro-
visions to which it may be logically related,
provided the resulting policy shall not be in
whole or in part unintelligible, uncertain, am-
biguous, abstruse, or likely to mislead a per-
son to whom the policy is offered, delivered or
issued. [1967 c.359 §453]

743.486 Construction of term “insured”
in statutory policy provisions. As used in
ORS 743.402 to 743.498, the word “insured”
shall not be construed as preventing a person
other than the insured with a proper insurable
interest from making application for and own-
ing a policy covering the insured or from be-
ing entitled under such a policy to any
indemnities, benefits and rights provided
therein. [1967 ¢.359 §454

743.489 Extension of coverage beyond
policy period; effect of misstatement of
age. If any health insurance policy contains
a provision establishing, as an age limit or
otherwise; a date after which the coverage
provided by the policy will not be effective,
and if such date falls within a period for which
premium is accepted by the insurer or if the
insurer accepts a premium after such date, the
coverage provided by the policy shall continue
in force subject to any right of cancellation
until the end of the period for which premium
has been accepted. In the event the age of the
insured has been misstated and if, according
to the correct age of the insured, the coverage
provided by the policy would not have become
effective, or would have ceased prior to the
acceptance of such premium or premiums,
then the liability of the insurer shall be lim-
ited to the refund, upon request, of all premi-
ums paid for the period not covered by the
policy. [Formerly 741.170]

743.492 Policy return and premium re-
fund provision. Every health insurance pol-
icy except single premium nonrenewable
policies shall have printed on its face or at-
tached thereto a notice stating in substance
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that the person to whom the policy is issued
shall be permitted to return the policy within
10 days of its delivery to the purchaser and to
have the premium paid refunded if, after ex-
amination of the policy, the purchaser is not
satisfied with it for any reason. If a
policyholder or purchaser pursuant to such
notice returns the policy to the insurer at its
home or branch office or to the agent through
whom it was purchased, it shall be void from
the beginning and the parties shall be in the

same position as if no policy had been issued.
[Formerly 741 180]

743.495 Use of unqualified terms
“noncancelable” or “guaranteed
renewable”; synonymous terms. (1) No

health insurance policy shall contain the fol-
lowing unqualified terms except as provided in
this subsection:

(a) The unqualified terms
“noncancelable” or “noncancelable and guar-
anteed renewable” may be used only in a pol-
icy which the insured has the right to
continue in force for life by the timely pay-
ment of premiums set forth 1n the policy, dur-
ing which period the insurer has no right to
make unilaterally any change in any provision
of the policy while the policy is in force.

(b) The unqualified term “guarantced
renewable,” except as provided in paragraph
(a) of this subsection, may be used only in a
policy which the insured has the right to con-
tinue in force for life by the timely payment
of premiums, during which period the insurer
has no right to make unilaterally any change
in any provision of the policy while the policy
is in force, except that the insurer may make
changes in premium rates by classes.

(2) The limitations prescribed in sub-
section (1) of this section on the use of the
term “noncancelable” shall also apply to any
synonymous term such as “not cancelable”
and such limitations on the use of the term
“guaranteed renewable” shall also apply to
any synonymous term such as “guaranteed
continuable.” [Farmerly 741.190)

743.498 Statement in policy of
cancelability or renewability. (1) A health
insurance policy which is noncancelable or
guaranteed renewable as those terms are used
in ORS 743.495, except that the insured’s right
is for a limited period of more than one year
rather than for life, shall contain the applica-
ble one of the following statements, or such
other statement which, in the opinion of the
director, is equally clear or more definite as
to the subject matter:

(a) “THIS POLICY IS
NONCANCELABLE ¥ (designating
the applicable period such as, for example, “to
age (specify),” or “for the period of

(specify) years from date of issuance”) if the
policy is noncancelable for such period.

(b) “THIS POLICY IS GUARANTEED
RENEWABLE ” (designating the
applicable period such as, for example, “to age

(specify),” or “for the period of
(specify) years from date of issuance”) if the
policy is guaranteed renewable for such pe-
riod.

(2) Except for policies meeting the condi-
tions specified in ORS 743.495 or subsection
(1) of this section, and except as provided in
subsection (3) of this section, a health insur-
ance policy shall contain the applicable one
of the following statements, or such other
statement which, in the opinion of the direc-
tor, is equally clear or more definite as to the
subject matter:

(a) “THIS POLICY MAY BE CANCELED
BY THE INSURER ONLY FOR A REASON
PERMITTED BY LAW?” if the policy contains
a provision for cancellation by the insurer.

(b) “THE INSURER MAY REFUSE TO
RENEW THIS POLICY ONLY FOR A REA-
SON PERMITTED BY LAW?” if the policy is

not guaranteed renewable.

(3) The limitations and requirements as to
the use of terms contained in ORS 743.495 and
this section shall not prohibit the use of other
terms for policies having other guarantees of
renewability, provided such terms, in the
opinion of the director are accurate, clear and
not likely to be confused with the terms con-
tained in ORS 743.495 and this section, and
are incorporated in a concise statement relat-
ing to the guarantees of renewability.

(4) The statement required by this section
shall be printed in a type not smaller than the
type used for captions. It shall appear promi-
nently on the first page of the policy and shall
be a part of the brief description if the policy

has a brief description on its first page.
{Formerly 741.200; 1989 ¢.784 §20a]

(Franchise)

743.516 “Franchise health insurance”
defined. (1) “Franchise health insurance”
means that form of individual health insur-
ance issued on a franchise plan to:

(a) Four or more employees of a corpo-
ration, partnership, individual employer, or of
a governmental corporation or agency or de-
partment thereof; or

(b) Ten or more members, employees or
employees of members of any trade or profes-
sional association or of a labor union or of any
other association that has an active existence
for at least two years, has a constitution or
bylaws and is formed in good faith for pur-
poses other than that of obtaining insurance.
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(2) “Employees” as used in this section in-
cludes the officers, managers and employees
and retired employees of the employer, and the
individual proprietor or partners if the em-
ployer is an individual proprietor or partner-
ship. {1967 c.359 §459]

743.519 Requirements for franchise
health insurance. Franchise health insur-
ance shall be sold only pursuant to a written
agreement between the insurer and an em-
ployer, association or union. Franchise health
insurance shall be issued only where the 1n-
sureds, with or without their dependents, are
cach issued the same form of an individual
health insurance policy varying only as to
amounts and kinds of coverage applied for by
such persons. Franchise health insurance may
be issued under an arrangement whereby the
premiums on such policies are paid to the
insurer periodically by the employer, with or
without payroll deductions, by the association
or union for its members or by some desig-
nated person acting on behalf of such em-
ployer or association or union. Franchise
health insurance premiums may be paid di-
rectly by the covered person if a periodic cer-
tification is made by the employer, association
or union that the person is entitled to such
coverage. [1967 c.339 §460, 1971 c 231 §23]

743.520 Sale of union or association
membership to qualify for franchise
health insurance prohibited. No person so-
liciting or selling franchise health insurance
may solicit or sell membership in any associ-
ation or labor union for the purpose of quali-
fying an applicant for franchise health
insurance. [1971 c.231 §4]

(Group and Blanket)

743.522 “Group health insurance” de-
fined. “Group health insurance” means that
form of health insurance covering groups of
persons as defined in this section, with or
without one or more members of their families
or one or more of their dependents, or cover-
ing one or more members of the families or
one or more dependents of such groups of per-
sons, and issued upon one of the following
bases:

(1) Under a policy issued to an employer
or trustees of a fund established by an em-
ployer, who shall be deemed the policyholder,
insuring employees of such employer for the
benefit of persons other than the employer.
The term “employees” as used in this sub-
section shall be deemed to include the officers,
managers, and employees of the employer, the
individual proprietor or partners if the em-
ployer is an individual proprietor or partner-
ship, the officers, managers, and employees of
subsidiary or affiliated corporations, the indi-
vidual proprietors, partners and employees of

individuals. and firms, if the business of the
employer and.such individual or firm is under
common control through stock ‘ownership,
contract, or otherwise. The term “employees”
as used in this subsection may include retired
employees. A policy issued to insure employ-
ees of a public body may provide that the term
“employees” shall include elected or ap-
pointed officials. The policy may provide that
the term “employees” shall include the trus-
tees or their employees, or both, if their duties
are principally connected with such
trusteeship.

(2) Under a policy issued to an association,
including a labor union, which has an active
existence for at least one year, which has a
constitution and bylaws and which has been
organized and is maintained in good faith pr-
marily for purposes other than that of obtain-
ing ‘insurance, which shall be deemed the
policyholder, insuring members, employees, or
employces of members of the association for
the benefit of persons other than the associ-
ation or its officers or trustees. The term
“employees” as used in this subsection may
include retired employees.

(3) Under a policy issued to the trustees
of a fund established by two or more employ-
ers in the same or related industry or by one
or more labor unions or by one or more em-
ployers and one or more labor unions or by an
association as defined in subsection (2) of this
section, insuring employees of the employers
or members of the unions or of such associ-
ation, or employees of members of such asso-
ciation for the benefit of persons other than
the employers or the unions or such associ-
ation. The term “employees” as used in this
subsection may include the officers, managers
and employees of the employer, and the indi-
vidual proprietor or partners if the employer
is an individual proprietor or partnership. The
term “employees” as used in this subsection
may include retired employees. The policy
may provide that the term “employees” shall
include the trustees or their employees, or
both, if their duties are principally connected
with such trusteeship.

(4) Under a policy issued to any person or
organization to which a policy of group life
insurance may be issued or delivered in this
state, to insure any class or classes of individ-
uals that could be insured under such group
life policy.

(5) Under a policy issued to cover any
other substantially similar group which, in the
discretion of the director, may be subject to
the issuance of a group health insurance pol-
icy. [1967 c.359 §461; 1975 c.229 §1, 1989 c.784 §13]

743.523 Certain sales practices prohib-
ited. (1) No person selling group health in-
surance is authorized to sell membership in an
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association, including a labor union, for the
purpose of qualifying an applicant:who is an
individual for group health insurance.

(2) No person selling membership in an
association, including a labor union, is au-
thorized to offer group health insurance for
the purpose of selling membership in the as-
sociation. [1989 c.784 §10]

743.524 Eligibility of association to be
group health policyholder; rules. (1) An
insurer shall not offer a policy of group health
insurance to an association as the
policyholder or offer coverage under such a
policy, whether issued 1n this or another state,
unless the Director of the Department of In-
surance and Finance determines that the as-
sociation satisfies the requirements of an
assoclation under ORS 743.522 (2).

(2) An insurer shall submit evidence to the
director that the association satisfies the re-
quirements under ORS 743.522 (2). The direc-
tor shall review the evidence and may request
additional evidence as needed.

(3) An insurer shall submit to the director
any changes in the evidence submitted under
subsection (2) of this section.

(4) The director may order an insurer to
cease offering health insurance to an associ-
ation if the director determines that the asso-

ciation does not meet the- standards under
ORS 743.522 (2).

(5) The director may adopt rules to carry
out this section. (1989 c.784 §11]

743.525 (1967 ¢.359 §462, repealed by 1981 ¢.752 §17)

743.526 Determination of whether
trustees are policyholders; consequences.
(1) An insurer shall not offer a policy of group
health insurance described in ORS 743.522 (3)
that insures persons in this state or offer cov-
erage under such a policy, whether the policy
is to be issued in this or another state, unless
the director determines that the requirements
?f this section and ORS 743.522 (3) are satis-

led.

(2) The director shall determine with re-
spect to a policy whether the trustees are the
policyholder. If the director determines that
the trustees are the policyholder and if the
policy is issued or proposed to be issued in this
state, the policy is subject to the Insurance
Code. If the director determines that the trus-
tees are not the policyholder, the evidence of
coverage that 1s issued or proposed to be is-
sued in this state to a participating employer,
labor union or association shall be deemed to
be a group health insurance policy subject to
the provisions of the Insurance Code. The di-
rector may determine that the trustees are not
the policyholder if:

(a) The evidence of coverage issued or
proposed to be issued to a participating em-

ployer, labor union or association is in fact the
primary statement of coverage for the em-
ployer, labor union or association; and

(b) The trust arrangement is under the
actual control of the insurer.

(3) An insurer shall submit evidence to the
director showing that the requirements of
subsection (2) of this section and ORS 743.522
(3) are satisfied. The director shall review the
evidence and may request additional evidence
as needed.

(4) An insurer shall submit to the director
any changes in the evidence submitted under
subsection (3) of this section.

(5) The director may adopt rules to carry
out this section. {1989 c.784 §12|

743.527 Certain group health insurance
policies to continue in effect upon pay-
ment of premium by insured individual;
conditions for continued coverage; re-
quired provisions in policies. (1) Every
group health insurance policy delivered or is-
sued for delivery in this state shall contain in
substance the following provisions, applicable
to the coverage for hospital or medical ser-
vices or expenses provided under the policy:

(a) A provision that, when the premium for
the policy or any part thereof is paid by an
employer under the terms of a collective bar-
gaining agreement, if there is a cessation of
work by employees insured under the policy
due to a strike or lockout, the policy, upon
timely payment of the premium, will continue
in effect with respect to those employeces in-
sured by the policy on the date of the cessa-
tion of work who continue to pay their
individual contribution and who assume and
pay the contribution due from the employer.

(b) A provision that, when an employee
insured under the policy pays a contribution
pursuant to paragraph (a) of this subsection,
if the policyholder is not a trustee of a fund
established or maintained in whole or in part
by an employer, the employee’s individual
contribution shall be:

(A) The rate in the policy, on the date
cessation of work occurs, applicable to an in-
dividual in the class to which the employee
belongs as set forth in the policy; or

(B) If the policy does not provide for a rate
applicable to individuals, an amount equal to
the amount determined by dividing the total
monthly premium in effect under the policy at
the date of cessation of work by the total
number of persons insured under the policy on
such date.

(c) A provision that, when an employee
insured under the policy pays a contribution
pursuant to paragraph (a) of this subsection,
if the policyholder is a trustee of a fund es-
tablished or maintained in whole or in part by
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an employer, the employee’'s individual con-
tribution shall be the amount which the em-
ployee and employer would have been required
to contribute if the cessation of work had not
occurred.

(2) Every group health insurance policy
delivered or issued for delivery in this state
may contain in substance the following pro-
visions applicable to the coverage for hospital
or medical services or expenses provided un-
der the policy:

(a) A provision that, when employees in-
sured under the policy pay contributions pur-
suant to paragraph (a) of subsection (1) of this
section, the continuation of insurance under
the policy 1s contingent upon the collection of
individual contributions by the union repres-
enting the employees when the policyholder is
not a trustee and by the policyholder or the
policyholder’'s agent when the policyholder is
a trustee.

(b) A provision that, when employees in-
sured under the policy pay contributions pur-
suant to paragraph (a) of subsection (1) of this
section, the continuation of insurance under
the policy on each employee is contingent
upon timely payment of contributions by the
employees and timely payment of the premium
by the entity responsible for collecting the in-
dividual contributions.

(c) A provision that, when employees in-
sured under the policy pay contributions pur-
suant to paragraph (a) of subsection (1) of this
section, each individual premium rate under
the policy may be increased by not more than
20 percent, or by any higher percentage ap-
proved by the director, during the period of
cessation of work in order to provide suffi-
cient compensation to the insurer for in-
creased administrative costs and increased
mortality and morbidity. If the policy contains
the provision allowed under this paragraph,
an employee’s contribution: paid under para-
graph (a) of subsection (1) of this section shall
be increased by the same percentage.

(d) A provision that, when the policy is a
policy insuring employees and which may
continue in effect as provided in paragraph (a)
of subsection (1) of this section, if the pre-
mium is unpaid at the date of cessation of
work and the premium became due prior to
such cessation of work, the continuation of
Insurance is contingent upon payment of the
premium prior to the date the next premium
becomes due under the terms of the policy.

(e) Any provision with respect to the con-
tinuation of the policy as provided in para-
graph (a) of subsection (1) of this section that
the director may approve.

(3) Nothing in this section shall be deemed

to limit any right which the insurer may have
in accordance with the terms of a policy to

increase or.decrease the premium rates be-
fore, during or after a cessation of work by
employees insured under the policy when the
insurer had the right to increase the premium
rates even if the cessation of work did not oc-
cur. If such a premium rate change is made, it
shall be effective on such date as the insurer
shall determine in accordance with the terms
of the policy.

(4) Nothing in this section shall be deemed
to require continuation of any coverage in a
group health insurance policy insuring em-
plovees and which may continue in effect as
provided in paragraph (a) of subsection (1) of
this section for longer than:

(a) The time that 75 percent of insured
employees continue such coverage;

(b) For an individual employee, the time
at which the employee takes full-time employ-
ment with another employer; or

(c) Six months after cessation of work by
the insured employees. [1979 c 797 §2; 1981 c 395 §1]

743.528 Required provisions in group
health insurance policies. A group health
insurance policy shall contain in substance
the following provisions:

(1) A provision that, in the absence of
fraud, all statements made by applicants, the
policyholder or an insured person shall be
deemed representations and not warranties,
and that no statement made for the purpose
of effecting insurance shall avoid the insur-
ance or reduce benefits unless contained in a
written instrument signed by the policyholder
or the insured person, a copy of which has
been furnished to the policyholder or to the
person or the beneficiary of the person.

(2) A provision that the insurer will fur-
nish to the policyholder for delivery to each
employee or member of the insured group a
statement in summary form of the essential
features of the insurance coverage of the em-
ployee or member, to whom the insurance
benefits are payable, and the applicable rights
and conditions set forth in ORS 743.527,
743.529 and 743.610 to 743.622. If dependents
are included in the coverage, only one state-
ment need be issued for each family unit.

(3) A provision that to the group originally
insured may be added from time to time eligi-
ble new employees or members or dependents,
as the case may be, in accordance with the
terms of the policy. (1967 c.359 §463; 1981 c 752 §13]

743.529 Continuation of benefits after
termination of group health insurance
policy. Every group health insurance policy
that provides coverage for hospital or medical
services or expenses shall provide that the
insurer shall continue its obligation for bene-
fits under the policy for any person insured
under the policy who is hospitalized on the
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date of termination if the policy is terminated
and immediately replaced by a group health
insurance policy issued by another insurer.
Any payment required under this section is
subject to all terms, limitations and conditions
of the policy except those relating to termi-
nation of benefits. Any obligation by an
insurer under this section continues until the
hospital confinement ends or hospital benefits
under the policy are exhausted, whichever is
earlier. (1977 c.402 §3]

743.530 Continuation of benefits after
injury or illness covered by workers’ com-
pensation. Every policy of group health in-
surance delivered or 1ssued for delivery in this
state shall contain a provision applicable to
the coverage for hospital or medical services
or expenses provided under the policy that 1f
an employee incurs an injury or illness for
which a workers’ compensation claim is filed,
that policy will continue in effect with respect
to that employee upon timely payment by the
employee of the premium that includes the in-
dividual contribution and the contribution due
from the employer under the applicable bene-
fit plan. The employee may maintain such
coverage until whichever of the following
events first occurs:

(1) The employee takes full-time employ-
ment with another employer; or

(2) Six months from the date that the em-
loyee first makes payment under this section.
1985 c 634 §2]

743.531 Direct payment of hospital and
medical services; rate limitations. (1) A
group health insurance policy may on request
by the group policyholder provide that all or
any portion of any indemnities provided by
such policy on account of hospital, nursing,
medical or surgical services may, at the
Insurer’s option, be paid directly to the hospi-
tal or person rendering such services. How-
ever, the amount of any such payment shall
not exceed the amount of benefit provided by
the policy with respect to the service or bill-
ing of the provider of aid. The amount of such
payments pursuant to one or more assign-
ments shall not exceed the amount of expenses
incurred on account of such hospitalization or
medical or surgical aid.

(2) Nothing in this section is intended to
authorize an insurer to:

(a) Furnish or provide directly services of
hospitals or physicians and surgeons; or

(b) Direct, participate in or control the
selection of the specific hospital or physician
and surgeon from whom the insured secures
services or who exercises medical or dental
professional judgment.

"(3) Nothing in subsection (2) of 'this sec-
tion prevents an insurer from negotiating and
entering into contracts for alternative rates

of payment with providers and offering the
benefit of such alternative rates to insureds
who select such providers. An insurer may
utilize such contracts by offering a choice of
plans at the time an insured enrolls, one of
which provides benefits only for services by
members of a particular provider organization
with whom the insurer has an agreement. If
an insured chooses such a plan, benefits are
payable only for services rendered by a mem-
ber of that provider organization, unless such
services were requested by a member of such
organization or are rendered as the result of
an emergency.

(4) Payment so made shall discharge the
insurer's obligation with respect to the
amount of insurance so paid. '

(5) Insurers shall prowvide - group
policyholders with a current roster of institu-
tional and professional providers under con-
tract to provide services at alternative rates
under their group policy and shall also make
such lists available for public inspection dur-
ing regular business hours at the insurer’s
principal office within this state. [1967 c.359 §464,
1985 ¢ 747 §71; 1989 c.784 §23]

743.532 (1987 c.782 §2; repealed by 1989 c.1044 §7]

743.534 “Blanket health insurance” de-
fined. “Blanket health insurance” means
that form of a health insurance covering
groups of persons defined in this section and
i1ssued on one of the following bases:

(1) Under a policy issued to a common
carrier or to an operator, owner or lessee of a
means of transportation, who shall be deemed
the policyholder, insuring a group of persons
who may become passengers and which group
is defined by reference to their travel status
on such common carrier or means of trans-
portation. ;

(2) Under a policy issued to an employer,
who shall be deemed the policyholder, insur-
ing any group of employees, dependents or
guests, defined by reference to specified haz-
ards incident to an activity or activities or
operations of the policyholder.

(3) Under a policy issued to a college,
school or other institution of learning, a
school district or districts, or school jurisdic-
tional unit, or to the head, principal or gov-
erning board of any such educational unit,
who or which shall be deemed the
policyholder, insuring students, teachers or
employees.

(4) Under a policy issued to a religious,
charitable, recreational, educational, or civic
organization, or branch thercof, which shall
be deemed the policyholder, insuring any
group of members or participants defined by
reference to specified hazards incident to an
activity or activities or operations sponsored
or supervised by such policyholder.
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(5) Under a policy issued to a sports team,
camp or sponsor thereof, who shall be deemed
the policyholder, insuring members, campers,
employees, officials or supervisors.

(6) Under a policy issued to a volunteer
fire department, first aid, civil defense, or
other such volunteer organization, which
shall be deemed the policyholder, insuring any
group of members or participants defined by
reference.to specified hazards incident to an
activity or activities or operations sponsored
or supervised by such policyholder.

(7) Under a policy issued to a newspaper
or other publisher, which shall be deemed the
policyholder, insuring its carriers.

(8) Under a policy issued to an association,
including a labor union, which has a constitu-
tion and bylaws and which has been organized
and is maintained in good faith for purposes
other than that of obtaining insurance, which
shall be deemed the policyholder, insuring any
group of members or participants defined by
reference to specified hazards incident to an
activity or activities or operations sponsored
or supervised by such policyholder.

(9 Under a policy issued to cover any
other risk or class of risks which, in the dis-
cretion of the director, may be properly eligi-
ble for blanket health insurance. The
discretion of the director may be exercised on
an individual risk basis or class of risks basis,
or both. [1967 c.359 §465]

743.537 Required provisions, blanket
health insurance policies. A blanket health
msurance policy shall contain provisions
which in the opinion of the director are not
less favorable to the policyholder and the in-
dividual insureds than the provisions de-
scribed in ORS 743.411, 743423, 743.426,

g&%i429, 743.432, 743.438 and 743.441. (1967 c.339

743.540 Application and certificates not
required, blanket health insurance poli-
cies. An individual application need not be
required from a person insured under a blan-
ket health insurance policy, nor shall it be
necessary for the insurer to furnish each per-
son a certificate. [1967 ¢.359 §467)

743.543 Facility of payment, blanket
health insurance policies. All benefits under
a blanket health insurance policy shall be
payable to the person insured, or to the desig-
nated beneficiary or beneficiaries of the per-
son, or to the estate of the person, except that
if the person insured is a minor or otherwise
not competent to give a valid release, such
benefits may be made payable to the parent,
guardian or other person actually supporting
the person. However, the policy may provide
that all or a portion of any indemnities pro-
vided by such policy on account of hospital,
nursing, medical or surgical services may, at

the option of the insurer and unless the in-
sured requests otherwise in writing not later
than the time of filing proofs of such loss, be
paid directly to the hospital or person render-
ing such services; but the policy may not re-
quire that the services be rendered by a
particular hospital or person. Payment so
made shall discharge the obligation of the
insurer with respect to the amount of insur-
ance so paid. [1967 c.359 §468|

743.546 Policy form approval, blanket
health insurance. The director may exempt
from the policy form filing and approval re-
quirements of ORS 743.003, for so long as the
director deems proper, any blanket health in-
surance policy to which in the opinion of the
director such requirements may not
practicably be applied, or may dispense with
such filing and approval whenever, in the
opinion of the director, it is not desirable or

necessary for the protection of the public.
[1967 ¢.359 §469)

743.549 Restriction on reduction of
benefits provisions in group and blanket
health policies. No group or blanket health
insurance policy providing hospital, medical
or surgical expense benefits, and which con-
tains a provision for the reduction of benefits
otherwise payable thereunder on the basis of
other existing coverages, shall provide that
such reduction operates to reduce total bene-
fits payable below an amount equal to 100
percent of total allowable expenses, except as
provided for in a collective bargaining agree-
ment. [1973 c.143 §2, 1989 ¢.1080 §2]

743.552 Guidelines for application of
ORS 743.549. The director shall by rule es-
tablish guidelines for the application of ORS
743.549, including:

(1) The procedures by which persons in-
sured under such policies are to be made
aware of the existence of such a provision;

(2) The benefits which may be subject to
such a provision;

(3) The effect of such a provision on the
benefits provided;

(4) Establishment of the order of benefit
determination; and

(5) Reasonable claim administration pro-
cedures to expedite claim payments under
such a provision which shall include a time
limit of 14 days beyond which the insurer shall
not delay payment of a claim by reason of the
application of coordination of benefits pro-
vision. (1973 c.143 §3]

743.555 Application of ORS 743.549 and
743.552. ORS 743.549 and 743.552 shall apply
to any group or blanket health insurance pol-
icy containing a provision described in ORS
743.549 which is issued more than 90 days af-
ter June 26, 1973. Policies which are in exist-
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ence 90 days after June 26, 1973, shall be
brought 1nto compliance on the next anniver-
sary date, renewal date or the expiration date
of the applicable collectively bargained con-

tract, if any, whichever date is latest. (1973
c.143 §4]

743.556 Group health insurance cover-
age for treatment of chemical dependency,
including alcoholism, and for mental or
nervous conditions. A group health insur-
ance policy providing coverage for hospital or
medical expenses shall provide coverage for
expenses arising from treatment for chemical
dependency including alcoholism and for
mental or nervous conditions. The following
conditions apply to the requirement for such
coverage:

(1) The coverage may be made subject to
provisions of the policy that apply to other
benefits under the policy, including but not
limited to provisions relating to deductibles
and coinsurance. Deductibles and coinsurance
for treatment in health care facilities or resi-
dential programs or facilities shall be no
greater than those under the policy for ex-
penses of hospitalization in the treatment of
illness. Deductibles and coinsurance for out-
patient treatment shall be no greater than
those under the policy for expenses of outpa-
tient treatment of illness.

(2) Treatment provided in health care fa-
cilities, residential programs or facilities, day
or partial hospitalization programs or outpa-
tient services shall be considered eligible for
reimbursement if it is provided by:

(a) Programs or providers described in
ORS 430.010 or approved by the office of Al-
cohol and Drug Abuse Programs or by the
Mental Health and Developmental Disability
Services Division under subsection (3) of this
section.

(b) Programs accredited for the particular
level of care for which reimbursement is being
requested by the Joint Commission on Ac-
creditation of Hospitals or the Commission on
Accreditation of Rehabilitation Facilities.

(c) Inpatient programs provided by health
care facilities as defined in ORS 442.015 (16).
Residential, outpatient, or day or partial
hospitalization programs offered by or through
a health care facility must meet the require-
ments of either paragraph (a) or (b) of this
subsection in order to be eligible for re-
imbursement. )

(d) Residential programs or facilities de-
scribed in subsection (3) of this section if the
patient is staying overnight at the facility and
is involved in a structured program at least
eight hours per day, five days per week.

(e) Programs in which staff are directly
supervised or in which individual client treat-

ment plans are approved by a person described
in ORS 430.010 (4)(d) and which meet the
standards established under subsection (3) of
this section. .

(3) The office of Aleohol and Drug Abuse
Programs shall adopt rules relating to the ap-
proval, for insurance reimbursement purposes,
of noninpatient chemical dependency pro-
grams that are not related to the division or
any county mental health program. The
Mental Health and Developmental Disability
Services Division shall adopt rules relating to
the approval, for insurance reimbursement
purposes, of noninpatient programs for mental
or nervous conditions that are not related to
the division or any county mental health pro-
gram. Standards proposed by the American
Association of Partial Hospitalization should
be considered as one possible source for such
rules. In addition, an insurer or insurers and
the office of Alcohol and Drug Abuse Pro-
grams, or an insurer or insurers and the
Mental Health and Developmental Disability
Services Division may mutually develop
agreements, standards and procedures for
programs that are approved by the office or
the division and that provide alternative ar-
rangements for supervision or for review of
treatment plans to become qualified to receive
payments for treatment.

(4) A program that provides services for
persons with both a chemical dependency di-
agnosis and a mental or nervous condition
shall be considered to be a distinct and spe-
cialized type of program for both chemical de-
pendency and mental or nervous conditions.
The Mental Health and Developmental Disa-
bility Services Division and the office of Alco-
hol and Drug Abuse Programs jointly shall
develop specific standards related to such
programs for program approval purposes and
shall adopt rules relating to the approval, for
insurance reimbursement purposes, of such
noninpatient programs that are not related to
the office or the division and any county men-
tal health program.

(5) As used in this section:

(a) “Chemical dependency” means the
addictive relationship with any drug or alco-
hol characterized by either a physical or psy-
chological relationship, or both, that
interferes with the individual's social, psycho-
logical or physical adjustment to common
problems on a recurring basis. For purposes
of this section, chemical dependency does not
include addiction to, or dependency on, to-
bacco, tobacco products or foods.

(b) “Child or adolescent” means a person
who is 17 years of age or younger.

(c) “Facility” means a corporate or gov-
ernmental entity or other provider of services
for the treatment of chemical dependency or
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fgr the. treatment of mental or nervous condi-
tions. -

(d) “Program” means a particular type or
level of service that is organizationally dis-
tinct within a facility.

(6) Notwithstanding the limits for partic-
ular types of services specified in this section,
a policy shall not limit the total of payments
for all treatment of any kind under this sec-
tion for chemical dependency, together with
payments for all treatment of any kind for
mental or nervous conditions, to less than
$10,500 for adults and $12,500 for children or
adolescents. For persons requesting payments
for treatment of any kind for chemical de-
pendency, but not requesting payments for
treatment of any kind of mental or nervous
condition, a policy shall not limit the total of
payments for all treatment to less than $6,500
for adults and $10,500 for children and adoles-
cents.

(7) The limits for mental or nervous con-
ditions specified in this section shall apply to
persons with diagnoses of both chemical de-
pendency and mental or nervous conditions,
who are being treated for both types of diag-
nosis, as well as persons with only a diagnosis
of a mental or nervous condition.

(8) The higher benefit levels in this section
for children or adolescents are in recognition
of the longer period of treatment and the
greater levels of staffing that may be required
for children or adolescents and are intended
to permit more services to meet the nceds of
children and adolescents.

(9) Payments shall not be made under this
section for educational programs to which
drivers are referred by the judicial system, nor
for volunteer mutual support groups.

(10) Except as permitted by subsections
(1), (6) and (12) of this section, the policy shall
not limit payments for inpatient treatment in
hospitals and other health care facilities
thereunder:

(a) For chemical dependency to an amount
less than $4,500 for adults and $4,000 for chil-
dren or adolescents; and

(b) For mental or nervous conditions to an
amount less than $4,000 for adults and $6,000
for children or adolescents.

(11) Except as permitted by subsections
(1), (6) and (12) of this section, the policy shall
not limit payments for treatment in residen-
tial programs or facilities or day or partial
hospitalization programs:

(a) For chemical dependency to an amount
less than $3,500 for adults and $3,000 for chil-
dren or adolescents; and

(b) For mental or nervous conditions to an
amount less than $1,000 for adults and $2,500
for children or adolescents.

(12) Notwithstanding the minimum bene-
fits for particular types of services specified in
subsections (10) and (11) of this section, and
except as permitted by subsection (1) of this
section, the policy shall not limit total pay-
ments for inpatient, residential and day or
partial hospitalization program care or treat-
ment:

(a) For chemical dependency to an amount
less than $8,500 for children or adolescents;
and

(b) For mental or nervous conditions to an
amount less than $8,500 for adults and $10,500
for children or adolescents.

(13) Except as permitted by subsections (1)
and (6) of this section, 1n the case of benefits
for outpatient services, the policy shall not
limit payments:

(a) For chemical dependency to an amount
less than $1,500 for adults and $2,000 for chil-
dren or adolescents; and

(b) For mental or nervous conditions to an
amount less than $2,000.

(14) If so specified in the policy, outpatient
coverage may include follow-up in-home ser-
vice associated with any health care facility,
residential, day or partial hospitalization or
outpatient services. The policy may limit cov-
erage for in-home service to persons who have
completed their initial health care facility,
residential, day or partial hospitalization or
outpatient treatment and did not terminate
that initial treatment against advice. The pol-
icy may also limit coverage for in-home ser-
vice by defining the circumstances of need
under which payment will or will not be made.

(15) Under ORS 430.021 and 430.315, the
Legislative Assembly has found that health
care cost containment is necessary and in-
tends to encourage insurance policies de-
signed to achieve cost containment by
assuring that reimbursement is limited to ap-
propriate utilization under criteria incorpo-
rated into such policies, either directly or by
reference.

(16) A group health insurance policy may
provide, with respect to treatment for chemi-
cal dependency or mental or nervous condi-
tions, that any one or more of the following
cost containment methods shall be in effect
and the method or methods used by an insurer
in one part of the state may be different from
the method or methods used by that insurer in
another part of the state:

(a) Proportion of coinsurance required for
treatment in residential programs or facilities,
day or partial hospitalization programs or
outpatient services less than the proportion
of coinsurance required for treatment in
health care facilities.
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{(b) Subject to the patient or client
confidentiality: provisions of ORS 40.235 relat-
ing to physicians, ORS 40.240 relating to nurse
practitioners, ORS 40.230 relating to psychol-
ogists and ORS 40.250 and 675.580 relating to
licensed clinical social workers, review for
level of treatment of admissions and continued
stays for treatment in health care facilities,
residential programs or facilities, day or par-
tial hospitalization programs and outpatient
services by cither insurer staff or personnel
under contract to the insurer, or by a utiliza-
tion review contractor, who shall have the
authority to certifs- for or deny level of pay-
ment:

(A) This review shall be made according
to criteria made avalable to providers in ad-
vance upon request.

(B) To facilitate implementation of utih-
zation review programs %y insurers, the office
of the Director of Human Resources shall
draft an advisory or model set of criteria for
appropriate utilization of inpatient, residen-
tial, day or partial hospitalization, and outpa-
tient facilities, programs and services by
adults, children and adolescents, and persons
with both a chemical dependency diagnosis
and a mental or nervous condition. These
criteria shall be consistent with this section
and shall not be binding on any insurer or
other party. However, at the time of contract
negotiation or amendment, with the agree-
ment of the parties to the contract, any
insurer may adopt the criteria or similar cn-
teria with or without modification. The office
of the director shall revise these criteria at
least every two years. In developing and re-
vising these criteria, the office of the director
shall organize a technical advisory panel in-
cluding representatives of the Department of
Insurance and Finance, the office of Alcohol
and Drug Abuse Programs, the Mental Health
and Developmental Disability Services Divi-
sion, the Health Division, the insurance in-
dustry, the business community and providers
of each level of care. The office of the director
shall place substantial weight on the advice
of this panel.

(C) Review shall be performed by or under
the direction of a medical or osteopathic phy-
sician licensed by the Board of Medical Ex-
aminers for the State of Oregon; a
psychologist licensed by the State Board of
Psychologist Examiners; a nurse practitioner
registered by the Oregon State Board of
Nursing; or a clinical social worker licensed
by the State Board of Clinical Social Workers,
with physician consultation readily available.
The reviewer shall have expertise in the eval-
uation of mental or nervous condition services
or chemical dependency services.

(D) Review may involve prior approval,
concurrent review of the continuation of

treatment, post-treatment review or any com-
bination of these. However, if prior approval
1s required, provision shall be made to allow
for payment of urgent or emergency admis-
sions, subject to subsequent review. If prior
approval is not required, insurers shall permit
treatment providers, policy holders or persons
acting on their behalf to make advance in-
quiries regarding the appropriateness of a
particular admission to a treatment program.
Insurers shall provide a timely response to
such 1nquiries. Approval of a particular ad-
mission does not represent a guarantee of fu-
ture payment.

(E) An appeals process shall be provided.

(F) An insurer may choose to review all
providers on a sampling or audit basis only;
or to review on a less frequent basis those
providers who consistently supply full doc-
umentation, consistent with confidentiality
statutes on each case in a timely fashion to
the insurer.

(17) For purposes of paragraph (b) of sub-
section (16) of this section, a utilization re-
view contractor is a professional review
organization or similar entity which, under
contract with an insurance carrier, performs
certification of reimbursability of level of
treatment for admissions and maintained
stays in treatment programs, facilities or ser-
vices.

(18) For purposes of paragraph (b} of sub-
section (16) of this section, when implemented
through an insurance contract,
rexmbursability of inpatient treatment re-
quires demonstration that medical circum-
stances require 24-hour nursing care, or
physician or nurse assessment, treatment or
supervision that cannot be recadily made
available on an outpatient basis, or in:

(a) The current living situation;

(b) An alternative, nontreatment ]ivjng
situation;

(c) An alternative residential program or
facility; or

(d) A day or partial hospitalization pro-
gram.

(19) For purposes of paragraph (b) of sub-
section (16) of this section, when implemented
through . an insurance contract,
reimbursability of treatment at the residen-
tial, day or partial hospitalization level of
treatment shall require demonstration that
outpatient services, if appropriate and less
costly than residential, day or partial
hospitalization services:

(a) Are not presently appropriate and
available;

(b) Cannot be readily and timely made
available; and
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(c) Cannot meet documented needs for
nonmedical supervision, protection, assistance
and treatment, either in the current living
situation or in a readily and timely available
alternative, nontreatment living situation,
taking into account the extent of both the
available positive support and existing nega-
tive influences in the occupational, social and
living situations; risks to self or others; and
readiness to participate consistently in treat-
ment.

(20) For purposes of paragraph (b) of sub-
section (16) of this section, reimbursability of
treatment at the level for outpatient facility,
service or program shall require demon-
stration that treatment is justified. consider-
ing the individual's history. and the current
medical, occupational, social and psycholog-
ical situation, and the overall prognosis.

(21) Discrete medical or neurologic diag-
nostic or treatment services including any
professional component of that service, cost-
ing in excess of $300, occurring concurrently
with but not directly related to treatment of
mental or nervous conditions shall not be
charged against the inpatient benefit level.

(22) The benefits described in this section
shall renew in full either on the first day of
the 25th month of coverage following the first
use of services for the treatment of chemical
dependency or mental or nervous conditions,
or both, or on the first day following two con-
secutive contract years.

(23) Health maintenance organizations, as
defined in ORS 750.005 (3), shall be subject to
the following conditions and requirements in
their provision of benefits for chemical de-
pendency or mental or nervous conditions to
enrollees:

(a) Notwithstanding the provisions of sub-
section (1) of this section, health maintenance
organizations may establish reasonable pro-
visions for enrollee cost-sharing, so long as
the amount the enrollee is required to pay
does not exceed the amount of coinsurance
and deductible customarily required by other
insurance policies which are subject to the
provisions of this chapter for that type and
level of service.

(b) Nothing in this section prevents health
maintenance organizations from establishing
durational limits which are actuarially equiv-
alent to the benefits required by this section.

(c) Health maintenance organizations may
limit the receipt of covered services by
enrollees to services provided by or upon re-
ferral by providers associated with the health
maintenance organization.

(d) The department shall make rules es-
tablishing objective and quantifiable criteria
for determining when a health maintenance

organization meets the conditions and re-
quirements of this subsection.

(24) Nothing in this section shall prevent
an insurer or health care service contractor
other than a health maintenance organization,
except as provided in subsection (23) of this
section, from contracting with providers of
health care services to furnish services to
policy holders or certificate holders according
to ORS 743.531 or 750.005, subject to the fol-
lowing conditions:

(a) An insurer or health care service con-
tractor may establish himits for contracted
services which are actuarially equivalent to
the benefits required by this section, so long
as the same range of treatment settings is
made available.

(b) An insurer or health care service con-
tractor, other than a health maintenance or-
ganization, may negotiate with contracting
providers as to the cost of actuarially equiv-
alent benefits, and such actuarially equivalent
benefits for services of contracting providers
shall be deemed to equal the minimum benefit
Ievels specified in this section.

(c) An insurer or health care service con-
tractor is not required to contract with all el-
igible providers, and payment for covered
services of contracting providers may be in
alternative methods or amounts rather than
as specified in this section.

(d) Insurers and health care service con-
tractors other than health maintenance or-
ganizations shall pay benefits toward the
covered charges of noncontracting providers
of services for the treatment of chemical de-
pendency or mental or nervous conditions at
the same level of deductible or coinsurance as
would apply to covered charges of noncon-
tracting providers of other health services
under the same group policy or contract. The
insured shall have the right to use the ser-
vices of a noncontracting provider of services
for the treatment of chemical dependency or
mental or nervous conditions. Policies de-
scribed in this subsection shall be subject to
the provisions of subsection (1) of this section,
whether or not the services for chemical de-
pendency or mental or nervous conditions are
provided by contracting or noncontracting
providers.

(e) The department shall make rules es-
tablishing objective and quantifiable criteria
for determining that a contract meets the
conditions and requirements of this subsection
and that actuarially equivalent services of
contracting providers equal or exceed services
obtainable with the minimum benefits speci-
fied in this section.

(25) The intent of the Legislative Assem-
bly in adopting this section is to reserve ben-
efits for different types of care to encourage
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cost effective care and to assure continuing
access to levels of care most appropriate for
the insured’s condition and progress.

(26) The director, after notice and hearing,
may adopt reasonable rules not inconsistent
with this section that are considered neces-
sary for the proper administration of these
provisions. [1987 c.411 §2; 1989 ¢.721 §55]

Note: Section 7, chapter 44, Oregon Laws 1987,
provides

Sec. 7. ORS 743 145 does not apply to section 2 of
this Act {743 536) because section 2 of this Act constitutes
a reenactment of ORS 743 557 and 743338 or to ORS
75? 055 because of 1its amendment by this Act [1987 c.411
§7

743.558 1973 ¢ 013 §2, 1983 ¢.001 §6, repealed by 1987
c 411 §9|

743.559 Applicability to disability poli-
cies of coverage requirements for treat-
ment for chemical dependency including
alcoholism, and for mental or nervous
conditions. Nothing in ORS 430.010, 430.021,
430.315, 743.557 (1985 Replacement Part),
743.558 (1985 Replacement Part) and 750.055
applies to disability policies. [1983 c.601 §12]

Note: 743.539 was enacted into law by the Legisla-
tive Assembly but was not added to or made a part of
ORS chapter 743 or any series therein by legislative

action. See Preface to Oregon Revised Statutes for fur-
ther explanation.

743.561 [Formerly 739.565; renumbered 743371 in
1989}

743.564 [Formerly 739 570, 1969 ¢ 336 §13, 1989 ¢ 1073
§1; renumbered 743 372 in 1989)

743.567 [Formerly 739.575, renumbered 743373 in
1989]

743.570 (1967 ¢ 359 §473; renumbered 743 374 1n 1989]

743.573 [Formerly 741425, renumbered 743375 1n
1989]

743.576
1989]

743.579
1989)

[Formerly 739583, renumbered 743376 in

[Formerly 7393590, renumbered 743.377 in

582 |Formerly 739600; renumbered 743378 in

743
1989)

743.585
1989)

743.588 |Formerly
1989}

{Formerly 739603, renumbered 743379 in

739.610; renumbered 743.380 in

(Continuation and Conversion)

743.600 Availability of continued cov-
erage under group policy for surviving,
divorced or separated spouse 55 or older.
(1) A group health insurance policy providing
coverage for hospital or medical expenses,
other than coverage limited to expenses from
accidents or specific diseases, shall contain a
provision that:

(a) The surviving spouse of a certificate
holder may continue coverage under the pol-
icy, at the death of the certificate holder, with
respect to the spouse and any dependent chil-
dren whose coverage under the policy other-

wise would terminate because of the death of
the certificate holder if the surviving spouse
is 55 years of age or older at the time of the
death; and

(b) The divorced or legally separated
spouse of a certificate holder may continue
coverage under the policy, upon dissolution of
marriage with, or legal separation from, the
certificate holder, with respect to the divorced
or legally separated spouse and any dependent
children whose coverage under the policy
otherwise would terminate because of the dis-
solution of marriage or legal separation, if the
divorced or legally separated spouse is 55
years of age or older at the time of the dissol-
ution or legal separation.

(2) Continued coverage for dental. vision
care or prescription drug expenses shall be
offered to legally separated, divorced or sur-
viving spouses and any dependent children el-
igible under subsection (1) of this section if
such coverage is or was available to the cer-
tificate holder. [Formerly 743.851)

Note: 743851, 743.852 and 743853 {renumbered
743.600, 743601 and 743.602 in 1989] were added to and
made a part of ORS chapter 743 but were not added to
any smaller series therein by legislative action. See Pre-
face to Oregon Revised Statutes for further explanation

743.601 Procedure for obtaining con-
tinuation of coverage under ORS 743.600.
(1) As used in subsections (1) to (6) of this
section, “plan administrator” means:

(a) The person designated as the plan ad-
ministrator by the instrument under which
the group health insurance plan is operated;
or

(b) If no plan administrator is designated,
the plan sponsor.

(2) Within 60 days of legal separation or
the entry of a decree of dissolution of mar-
riage, a legally separated or divorced spouse
eligible for continued coverage under ORS
743.600 who seeks such coverage shall give
the plan administrator written notice of the
legal separation or dissolution. The notice
shall include the mailing address of the legally
separated or divorced spouse.

(3) Within 30 days of the death of a certif-
1cate holder whose surviving spouse is eligible
for continued coverage under ORS 743.600, the
group policy holder shall give the plan admin-
1strator written notice of the death and of the
mailing address of the surviving spouse.

(4) Within 14 days of receipt of notice un-
der subsection (2) or (3) of this section, the
plan administrator shall notify the legally
separated, divorced or surviving spouse that
the policy may be continued. The notice shall
be mailed to the mailing address provided to
the plan administrator and shall include:

(a) A form for election to continue the
coverage;
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(b) A statement of the amount of periodic
premiums to be charged for the continuation
of coverage and of the method and place of
payment; and

(¢) Instructions for returning the election
form by mail within 60 days after the date of
mailing of the notice by the plan administra-
tor.

(5) Failure of the legally separated, di-
vorced or surviving spouse to exercise the
election in accordance with subsection (4) of
this section shall terminate the right to con-
tinuation of benefits.

(6) If a plan administrator fails to notify
the legally separated, divorced or surviving
spouse as required by subsection (4) of this
section, premiums shall be waived from the
date the notice was required until the date
notice is reccived by the legally separated, di-
vorced or surviving spouse.

(7) The provisions of ORS 743.600 to
743.602 apply only to employers with 20 or
more cemployces and group health insurance

lans with 20 or more certificate holders.
Formerly 743.852)

Note: See note under 743.600.

743.602 Premium for continuation of
coverage under ORS 743.600; termination
of right to continuation. If a legally sepa-
rated, divorced or surviving spouse elects
continuation of coverage under ORS 743.601
(1) to (6):

(1) The monthly premium for the contin-
uation shall not be greater than-the amount
that would be charged if the legally separated,
divorced or surviving spouse were a current
certificate holder of the group plan plus the
amount that the group policy holder would
contribute toward the premium if the legally
separated, divorced or surviving spouse were
a certificate holder of the group plan, plus an
additional amount not to excced two percent
of the certificate holder and group plan holder
contributions, for the costs of administration.

(2) The first premium shall be paid by the
legally separated, divorced or surviving
spouse within 45 days of the date of the
election.

(3) The right to continuation of coverage
shall terminate upon the earliest of any of the
following:

(a) The failure to pay premiums when due,
including any grace period allowed by the
policy;

(b) The date that the group policy is ter-
minated as to all group members except that
if a different group policy is made available to
group members, the legally separated, di-
vorced or surviving spouse shall be eligible for
continuation of coverage as if the original
policy had not been terminated;

743.610

(c) The date on which the legally sepa-
rated, divorced or surviving spouse becomes
insured under any other group health plan;

(d) The date on which the legally sepa-
rated, divorced or surviving spouse remarries
and becomes covered under another group
health plan; or

(e) The date on which the legally sepa-
rated, divorced or surviving spouse becomes
eligible for federal Medicare coverage.
[Formerly 743.853]

Note: See note under 743.600
19“)1743.603 [Formerly 744 070, renumbered 742200 in
NS

743.606 [1967 c.359 §481; 1967 ¢.453 §3, renumbered
742.202 1n 1959

743.607 [1967 c.453 §2; renumbered 742.204 1n 1989

743.609 [1967 ¢.359 §482; 1971 c.231 §26; renumbered
742 206 1 1989

743.610 Continuation of coverage under
group policy upon termination of employ-
ment or membership or dissolution of
marriage; applicability of waiting period
to rehired employee. (1) A group health in-
surance policy providing coverage for hospital
or medical expenses, other than coverage lim-
ited to expenses from accidents or specific
diseases, shall contain a provision that certif-
icate holders whose coverage under the policy
otherwise would terminate because of termi-
nation of employment or membership may
continue coverage under the policy for them-
selves and their eligible dependents as pro-
vided in this section.

(2) Continuation of coverage shall be
available only to a certificate holder who has
been insured continuously under the policy or
similar predecessor policy during the three-
month period ending on the date of the termi-
nation of employment or membership.

(3) Continuation of coverage shall not be
available to a certificate holder who is eligible
for:

(a) Federal Medicare coverage; or

(b) Coverage for hospital or medical ex-
penses under any other program which was
not covering the certificate holder imme-
diately before the certificate holder’'s termi-
nation of employment or membership.

(4) The continued coverage need not in-
clude benefits for dental, vision care or pre-
scription drug expense, or any other benefits
under the policy additional to hospital and
medical expense benefits.

(5) A certificate holder who has termi-
nated employment or membership and who
wishes to continue coverage must request
continuation in writing not later than 10 days
after the later of the date on which employ-
ment or membership terminated and the date
on which the employer or group policyholder
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gave the certificate holder notice of the right
to continue coverage. However, a certificate
holder may not make a request for continua-
tion more than 31 days after the date of ter-
mination of employment or membership.

(6) A certificate holder who requests con-
tinuation of coverage must pay the premium
on a monthly basis and in advance, as pro-
vided in this subsection. The certificate holder
shal] pay the premium to the insurer or to the
employer or policyholder, whichever the
group policy provides. The required premium
payment may not exceed the group premium
rate, for the insurance being continued under
the group policy, as of the date the premium
pavment 1s due. The certificate holder must
pay the first premum not later than 31 days
after the date on which the certificate holder’s
coverage under the policy otherwise would
end.

(7) Continuation of coverage as provided
under this section shall end upon the earliest
of the following dates:

(a) Six months after the date on which the
certificate holder’s coverage under the policy
otherwise would have ended because of terma-
nation of employment or membership.

(b) The end of the period for which the
certificate holder last made timely premium
payment, if the certificate holder fails to make
timely payment of a required premium pay-
ment.

(¢) The premium payment due date coin-
ciding with or next following the date the
certificate holder becomes eligible for federal
Medicare coverage.

(d) The date on which the policy ‘is termi-
nated or the certificate holder’s employer ter-
minates participation under the policy.
However, 1if the employer replaces the cover-
age which i1s terminating for the certificate
holder with similar coverage under another
group policy:

(A) The certificate holder may obtain cov-
erage under the replacement group policy for
the balance of the period that the certificate
holder would have remained covered under
the replaced group policy under this section;

(B) The minimum level of benefits to be
provided the certificate holder by the replace-
ment group policy shall be the applicable level
of benefits of the replaced policy reduced by
any benefits still payable under that policy;
and

(C) The replaced policy shall continue to
provide benefits to the certificate holder to
the extent of that policy’s accrued liabilities
and extensions of benefits as if the replace-
ment had not occurred.

(8) The group health insurance policy also
shall contain a provision that:

(a) The surviving spouse of a certificate
holder, if any, who is not eligible for contin-
uation of coverage under ORS 743.600 may
continue coverage under the policy, at the
death of the certificate holder, with respect to
the spouse and any dependent children whose
coverage under the policy otherwise would
terminate because of the death, in the same
manner that a certificate holder may exercise
the right under this section.

(b) The spouse of a certificate holder, if
any, who is not eligible for continuation of
coverage under ORS 743.600 may continue
coverage under the policy, upon dissolution of
marriage with the certificate holder. with re-
spect to the spouse and any children whose
coverage under the policy otherwise would
terminate because of the dissolution of mar-
riage, in the same manner that a certificate
holder may exercise the right under this sec-
tion.

(c) A spouse who requests continuation of
coverage under this subsection must pay the
premium for the spouse and any dependent
children, on a monthly basis and 1n advance;
as provided in this paragraph. The spouse
shall pay the premium to the insurer or to the
employer or policyholder, whichever the
group policy provides. The required premium
payment under this subsection may not exceed
the group premium rate, for the insurance be-
ing continued under the group policy, as of the
date the premium payment is due.

(9) A certificate holder who has termi-
nated employment by reason of layoff shall not
be subject upon any rehire that occurs within
six months of the time of the layoff to any
waiting period prerequisite to coverage under
the employer’s group health insurance policy
if the certificate holder was eligible for cover-
age at the time of the termination and regard-
less of whether the certificate holder
continued coverage during the layoff.

(10) This section applies only to employers
who are not required to make available con-
tinuation of health insurance benefits under
Titles X and XXII of the Consolidated
Omnibus Reconciliation Act of 1985, as

amended, P.L. 99-272, April 7, 1986. {Formerly
743 830]

743.611 Conversion of coverage under
group policy to individual policy. (1) Except
as provided in subsection (10) of this section,
a group health insurance policy providing
coverage for hospital or medical expenses,
other than coverage limited to expenses from
accidents or specific diseases, shall contain a
provision that a certificate holder whose in-
surance under the policy terminates may ob-
tain an individual health insurance policy
from the insurer without furnishing evidence
of insurability. Coverage under the individual
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policy shall be provided according to ORS
743.613.

(2) The individual health insurance policy
need not be made available to a certificate
holder if the certificate holder’s coverage un-
der the group policy terminates for any of the
following reasons:

(a) Because of termination of the certif-
icate holder’s employment or membership and
the certificate holder either is not entitled to
obtain, or fails to request, continued coverage
under the group policy.

(b) Because the certificate holder failed to
make timely payment of a required contrib-
ution under the group policy.

(c) Because the group policy terminated
or the certificate holder’s employer termi-
nated participation under the policy and the
insurance is replaced by similar coverage un-
der another group policy not ‘later than 31
days after the date of the termination.

(3) To obtain the individual health insur-
ance policy, the certificate holder must submit
a written application and the first premium
payment for the coverage not later than 31
days after the date on which the certificate
holder’s coverage terminated under the group
policy. The individual policy shall become ef-
fective on the day following the termination
of coverage under the group policy.

(4) The insurer shall determine the pre-
mium for the individual policy in accordance
with the insurer’s table of premium rates ap-
plicable to the age and class of risk of each
individual to be covered under the policy and
the type and amount of.insurance provided.

(5) The individual policy shall cover the
certificate holder and the dependents of the
certificate holder who were covered by the
group policy immediately before the termi-
nation of insurance under that policy, except
that an insurer may issue a separate individ-
ual policy to provide coverage for one or more
dependents, Coverage under the separate in-
dividual policy shall be the same as the indi-
;ic%léal policy coverage provided the certificate

older.

(6) The insurer is not required to provide
coverage for an individual under an individual
policy 1ssued pursuant to this section if:

(a) The individual is ellglble for federal
Medicare coverage; or

(b) The individual is covered under an-
other individual policy providing benefits sim-
ilar to those under the group policy, or is
eligible for similar benefits under any state or
federal law or group coverage program
whether insured or uninsured, and the bene-
fits available from these sources together with

the benefits available under the individual
policy issued pursuant to this section would
result in overinsurance according ‘to the
insurer’s standards. An individual policy is-
sued under this section may provide that the
insurer at any time may request information
of any individual covered under the policy in
order to determine whether the individual is
covered or is eligible for benefits described in
this paragraph.

(7) An individual policy issued under this
section may provide that the insurer may re-
fuse to renew the policy or the coverage of any
insured individual as of any premium due date,
but only for one or more of the following rea-
sons:

(a) That the benefits described in para-
graph (b) of subsection (6) of this section for
which the individual is covered or is eligible,
together with benefits under the individual
policy issued under this section, would result
In overinsurance according to the insurer's
standards.

(b) That the insured individual has failed
to provide information requested under sub-
section (6) of this section.

{c) That the individual has committed
fraud or made a material misrepresentation in
applying for any benefits under the individual
policy.

(d) That the individual is eligible for fed-
eral Medicare coverage.

(e) Any other reason that the director al-
lows by rule.

(8) The insurer shall not be required under
this section to issue an individual policy pro-
viding hospital and medical benefits in excess
of the benefits provided under the group policy
giving rise to the issuance of the individual
policy.

(9) The individual policy shall not exclude
as a preexisting condition any condition cov-
ered by the group policy. However, the indi-
vidual policy may provide that hospital and
medical expense benefits under the policy may
be reduced by the amount of benefits payable
for this expense under the group policy. The
individual policy also may provide that, during
the first policy year, the benefits payable un-
der the individual policy and the benefits pay-
able under the group policy shall not exceed
in total the benefits that would have been
payable had the individual's coverage under
the group policy remained in force.

(10) Instead of issuing an individual policy
as provided in this section, the insurer may
provide coverage under a group policy that is
at least as favorable to each individual exer-

c15mﬁ the right to obtain coverage. [Formerly
743.855
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743.612 (1967 c.359 §483; 1985 c.465 §3; renumbered
742.208 tn 1989]

743.613 Individual policy plans. (1) The
certificate holder may obtain an individual
policy issued under ORS 743.611 under one of
the following plans, as selected by the certif-
icate holder:

(a) Plan A, covering:

(A) Daily hospital room and board ex-
penses, in a maximum daily amount approxi-
mating the average semiprivate room rate
charged in the major metropolitan area of this
state, for a maximum duration of 70 days;

(B) Miscellaneous hospital expenses up to
a maximum amount of 10 times the daily hos-
pital room and board expense benefit; and

(C) Surgical expenses according to a sur-
gical procedures schedule consistent with
those customarily offered by the insurer under
group or individual health insurance policies
and providing a maximum benefit of $800.

(b) Plan B, providing the same coverage
as Plan A under this subsection except that:

(A) The maximum hospital room and board
daily expense benefit is 75 percent of the cor-
responding maximum under Plan A; and

(B) The maximum surgical expense benefit
is $600.

(c) Plan C, providing the same coverage as
Plan A under this subsection except that:

(A) The maximum hospital room and board
daily expense benefit is 50 percent of the cor-
responding maximum under Plan A; and

(B) The maximum surgical expense benefit

is $400.

(2) The director shall determine by rule
the maximum hospital room and board daily
expense benefit to be provided under Plan A
in subsection (1) of this section. The director
may redetermine by rule, from time to time,
the amount of that maximum for individual
policies issued under Plan A subsequent to the
redetermination. The director shall not make
a redetermination more often than once every
three years. In determining the maximum
hospital room and board daily expense benefit
for Plans A, B and C, the director shall round
the actual amounts to the nearer multiple of
$10. [Formerly 743.860}

743.614 Alternative plans for conver-
sion. An insurer may offer plans for conver-
sion of group health insurance coverage to
individual health insurance coverage in addi-
tion to the plans required by ORS 743.613. If
an insurer customarily offers individual poli-
cies on a service basis, the insurer may make
available individual policies on a service basis
rather than on an expense-incurred basis,
upon approval of the individual policies for
this purpose by the director. A health mainte-

nance organization qualified pursuant to Title
XIII of the Public Health Service Act (42
U.S.C. 300e et seq.) is required to make avail-
able only coverage under an individual policy
which meets the requirements of that Act.
(Formerly 743.865)

743.615 [1967 c.359 §484, renumbered 742.210 in 1989]

743.616 Availability of coverage under
group or individual policy for retired cer-
tificate holder. If a group health insurance
policy allows a certificate holder to continue
coverage under the group policy after retire-
ment and before the certificate holder is eligi-
ble for federal Medicare coverage, the
certificate holder either may continue the
group coverage or may exercise the right to
convert the group coverage to individual cov-
erage as if the group coverage had terminated
at retirement. [Formerly 743 870]

743.617 Reduction ‘or termination of
coverage under individual policy upon el-
igibility for Medicare. The individual policy
issued under ORS 743.613 may provide for re-
duction or termination of coverage of any in-
dividual upon eligibility for federal Medicare
coverage or coverage under any other state or
federal law .providing for benefits similar to
those provided by the individual policy.
[Formerly 743.875}

743.618 (1967 c.359 §485;.renumbered 742 212 in 1989]

743.619 Availability of coverage under
individual policy to persohs other than
certificate holder. As provided in this sec-
tion and notwithstanding ORS 743.611 (2)(a),
the following persons may exercise the right
to obtain coverage under an individual health
insurance policy in the same manner that a

certificate holder may exercise that right un-
der ORS 743.611 to 743.617:

(1) The surviving spouse of the certificate
holder, if any, may exercise the right within
31 days following the death of the certificate
holder or at anytime thereafter during the pe-
riod that coverage under the policy is contin-
ued under ORS 743.610 (8).

(2) If there is no surviving spouse, each
surviving child may exercise the right within
31 days following the death of the certificate
holder, or at anytime thereafter during the
period that coverage under the policy is con-
tinued if the group policy provides for contin-
uation of dependents’ coverage following the
certificate holder’s death.

(3) The spouse of the certificate holder
may exercise the right if the coverage of the
spouse under the group policy ends because
the spouse is no longer a qualified family
member. The spouse may exercise the right,
with respect to the spouse and any children
whose coverage under the group policy termi-
nates at the same time, within 31 days follow-
ing the date on which coverage under the
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group policy would terminate -because the
spouse I1s no longer a qualified family member
or at any time thereafter during the period
that coverage under the group policy is con-
tinued under ORS 743.610 (8).

(4) A child of a certificate holder may ex-
ercise the right solely with respect to the
child if coverage terminates because the child
is-no longer a qualified family member under
the group policy and if the right to obtain in-
dividual coverage is not otherwise provided
under this section. The child must exercise
the right within 31 days following the date on
which coverage under the group policy termi-
nates because the child is no longer a qualified
family member. [Formerly 743.880|

743.620 Individual policy benefits sub-
stantially similar to group policy. If the
benefits required under ORS 743.613 exceed
the benefits provided under the group policy,
the individual policy may offer benefits su
stantially similar to those provided under the
group policy instead of those required under
ORS 743.613. [Formerly 743.885]

743.621 {1967 ¢.359 §486; renumbered 742.214 in 1989)

743.622 Out-of-state individual policy
form. An individual policy issued under ORS
743.611 and delivered outside this state may
be on a form meeting the requirements of the
jurisdiction of delivery for an individual policy
1ssued as a conversion from a group policy de-
livered in that jurisdiction. [Formerly 743.890]

743.624 [1967 ¢.359 §487; renumbered 742.216 in 1989]
743.627 [1967 ¢.359 §488; renumbered 742.218 in 1989]
743.630 [1967 ¢ 359 §489; renumbered 742 220 in 1989)
743.633 (1967 ¢.359 §490, renumbered 742.222 in 1989]

743.638 (1967 ¢.359 §491; 1989 c.426 §2; renumbered
742.224 1n 1989]

743.639 (1967 c.359 §492; renumbered 742 226 in 1989]
743.642 (1967 ¢.359 §493; renumbered 742 228 in 1989]

743.645 1967 ¢.359 §494; 1989 c.426 §1; renumbered
742 230 in 1989]

743.648 {1967 ¢.359 §495; renumbered 742 232 in 1989]

(Long Term Care)

743.650 Long Term Care Insurance Act;
purpose; application. (1) ORS 743.650 to
743.656, 748.603 and 750.055 may be known and
Xted as the “Long Term Care Insurance
ct."

(2) The purpose of ORS 743.650 to 743.656,
748.603 and 750.055 is to:

(a) Promoéte the public interest in long
term care insurance;

(b) Promote the availability of long term
care insurance policies;

~ (c) Protect applicants for long term care
insurance from unfair or deceptive sales or
enrollment practices;

(d) Establish standards for long term care
insurance;

(e) Facilitate public understanding and
comparison of long term care insurance poli-
cies;

(D Facilitate flexibility and innovation in
the development of long term care insurance
coverage; and

(g) Assure that Oregon residents who pur-
chase insurance for long term care shall have
access to policies providing for a comprehen-
sive range of benefits.

(3) The requirements of ORS 743.650 to
743.656, 748.603 and 750.055 apply to policies
and certificates delivered or issued for deliv-
ery 1n this state on or after December 31, 1989.
ORS 743.650 to 743.656, 748.603. and 750.055
are not intended to supersede the obligations
of entities subject to ORS 743.650 to 743.656,
748.603 and 750.055 to comply with the sub-
stance of other applicable insurance laws in-
sofar as such laws do not conflict with ORS
743.650 to 743.656, 748.603 and 750.055, except
that laws and rules designed and intended to
apply to Medicare supplement insurance poli-
cies shall not be applied to long term care in-
surance. A policy that is not advertised,
marketed or offered as long term care insur-
ance or nursing home insurance is not re-
quired to meet the requirements of ORS
743.650 to 743.656, 748.603 and 750.055. [1989
c.1022 §§1, 2, 3)

743.651 {1967 ¢.359 §496; renumbered 742.234 in 1989)

743.652 Definitions. As used in ORS
743.650 to 743.656, 748.603 and 750.055, unless
the context requires otherwise:

(1) “Applicant” means:

(a) In the case of an individual long term
care insurance policy, the person who seeks
to contract for benefits; and

(b) In the case of a group long term care
insurance policy, the proposed certificate
holder.

(2) “Certificate” means any certificate is-
sued under a group long term care insurance
policy, if the policy has been delivered or is-
sued for delivery in this state.

(3) “Director” means the Director of the
Department of Insurance and Finance.

(4) “Elimination perxod means the period
at the beginning of a disability during which
no benefits are payable.

(5) “Functionally necessary” or “func-
tionally impaired” means a need of a person
who is not able to perform independently ac-
tivities of daily living because of a physical or
cognitive impairment.

(6) “Group long term care insurance”
means a long term care insurance policy that
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is delivered or issued for delivery in this state
and issued to:

(a) One or more employers or labor organ-
izations, or to a trust or to the trustees of a
fund established by one or more employers or
labor organizations, or a combination thereof,
for employees or former employees or a com-
bination thereof, or for members or former
members, or a combination thereof, of the la-
bor organizations; or

(b) Any professional, trade or occupational
association for its members or former or re-
tired members, or combination thereof, if such
associlation:

(A) Is composed of individuals all of whom
are or were actively engaged in the same pro-
fession, trade or occupation; and

(B) Has been maintained in good faith for
purposes other than obtaining insurance; or

(¢)(A) An association or a trust or the
trustee of a fund established, created or main-
tained for the benefit of members of one or
more associations. Prior to advertising, mar-
keting or offering such policy within this
state, the association or associations, or the
insurer of the association or associations shall
file evidence with the director that the asso-
ciation or associations have been organized
and maintained in good faith for purposes
other than that of obtaining insurance; have
been in active existence for at least one year;
and have a constitution and bylaws that pro-
vide that:

(i) The association or associations hold
regular meetings not less than annually to
further purposes of the members;

(i1) Except for credit unions, the associ-
ation or associations collect dues or solicit
contributions from members; and

(iii) The members have voting privileges
and representation on the governing board
and committees; and

(B) Sixty days after such filing, the asso-
ciation or associations shall be considered to
satisfy such organizational requirements, un-
less the director makes a finding that the as-
sociation or associations do not satisfy those
organizational requirements; and

(d) A group other than as described in
paragraphs (a), (b) and (c¢) of this subsection,
subject to a finding by the director that:

(A) The issuance of the group policy is not
contrary to the best interest of the public;

(B) The issuance of the group policy would
result in economies of acquisition or adminis-
tration; and

(C) The benefits are reasonable in relation
to the premiums charged.

(7) “Long term care insurance” means any
insurance advertised, marketed, offered or de-

signed to provide coverage for not less than
24 months for each covered person on an ex-
pense incurred, indemnity, prepaid or other
basis; for one or more functionally necessary
or medically necessary services, including but
not limited to nursing, diagnostic, preventive,
therapeutic, rehabilitative, maintenance or
personal care services, provided in a setting
other than an acute care unit of a hospital.
“Long term care insurance” includes group
and individual policies or riders whether is-
sued by insurers; fraternal benefit societies;
nonprofit health, hospital and medical service
corporations; prepaid health plans;  health
maintenance organizations, health care ser-
vice contractors or any similar organization.
“Long term care insurance” shall not include
any insurance policy which is offered prima-
rily to provide basic Medicare supplement
coverage, basic hospital expense coverage,
basic medical-surgical expense coverage, hos-
pital confinement indemnity coverage, major
medical expense coverage, disability income
protection coverage, catastrophic coverage,
accident only coverage, specified disease or
specified accident coverage.

(8) “Policy” means any policy, contract,
subscriber agreement, rider or indorsement
delivered or issued for delivery in this state
by an insurer; fraternal benefit society;
nonprofit health, hospital or medical service
corporation; prepaid health plan; health main-
tenance organization, health care service

contractor or any similar organization. [1989
¢.1022 §4}

743.653 Prohibition on certain policies.
No group long term care insurance coverage
may be offered to a resident of this state under
a group policy issued in another state to a
group described in ORS 743.652 (6)(d), unless
this state or another state having statutory
and regulatory long term care insurance re-
quirements substantially similar to those
adopted in this state where the director has
made a determination that such requirements
have been met. (1989 c 1022 §5|

743.654 [1967 ¢ 359 §497; renumbered 742 236 1n 1989)

743.655 Rules; disclosure; contents of
policy. (1)(a) The director shall adopt rules
that include standards for full and fair disclo-
sure setting forth the manner, content and re-
quired disclosures for the sale of long term
care insurance policies, terms of renewability,
initial and subsequent conditions of eligibility,
nonduplication of coverage provisions, cover-
age of dependents, preexisting conditions, ter-
mination of insurance, program for public
understanding, continuation or conversion,
probationary periods, limitations, exceptions,
reductions, elimination periods, underwriting
at time of application, requirements for re-
placement, recurrent conditions and defi-
nitions of terms. The director shall adopt rules
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establishing standards for loss ratios and re-
serves, provided that a specific reference to
long term care insurance is contained in the
rules.

(b) In adopting rules setting standards un-
der this section, the director shall give timely
notice to, and shall consider recommendations
from the Director of Human Resources.

(2) No long term care insurance policy
shall:

. (a) Be canceled, nonrenewed or otherwise
terminated on the grounds of the age or the
deterioration of the mental or physical health
of the insured individual or certificate holder;

(b) Contain a provision establishing a new
waiting period in the event existing coverage
is converted to or replaced by a new or other
form within the same company, except with
respect to an increase in benefits voluntarily
selected by the insured individual or group
policyholder;

(c) Provide coverage for skilled nursing
care only or provide significantly more cover-
age for skilled care in a facility than coverage
for lower levels of care. This evaluation of the
amount of coverage provided shall be based on
aggregate days of care covered for lower levels
of care, when compared to days of care cov-
ered for skilled care;

(d) Exclude coverage for Alzheimer's dis-
ease and related dementias;

(e). Be nonrenewed or otherwise termi-
nated for nonpayment of premiums until 31
days overdue and then only after notice of
nonpayment is given the policyholder prior to
expiration of the 31 days; or

(f) Be sold after December 31, 1989, to
provide less than 24 months’ coverage.

(3)(a) No long term care insurance policy
or certificate other than a policy or certificate
thereunder issued to a group as defined in
ORS 743.652 (6)(a), (b) or (c) shall use a defi-
nition of “preexisting condition” which is
more restrictive than the following: “Preex-
isting condition” means the existence of
symptoms which would cause an ordinarily
prudent person to seek diagnosis, care or
treatment, or a condition for which medical
advice or treatment was recommended by, or
received from a provider of health care ser-
vices, within six months preceding the effec-
tive date of coverage of an insured person.

(b) No long term care insurance policy or
certificate other than a policy or certificate
thereunder issued to a group as defined in
ORS 743.652 (6)(a), (b) or (c) may exclude cov-
erage for a loss or confinement which is the
result of a preexisting condition unless such
loss or confinement begins within six months
following the effective date of coverage of an
insured person.

(c) The director may extend the limitation
periods set forth in paragraphs (a) and (b) of
this subsection as to specific age group cate-
gories or specific policy forms upon findings
that the extension 1s in the best interest of the
public.

(d) The definition of preexisting condition
does not prohibit an insurer from using an
application form designed to elicit the com-
plete health history of an applicant, over the
10 years immediately prior to the date of ap-
plication, and, on the basis of the answers on
the application, from underwriting in accor-
dance with that insurer's established under-
writing standards. Unless otherwise provided
in the policy or certificate, a preexisting con-
dition, regardless of whether it is disclosed on
the application, need not be covered until the
waiting period described in paragraph (b) of
this subsection expires. No long term care in-
surance policy or certificate may exclude or
use waivers or riders of any kind to exclude,
limit or reduce coverage or benefits for spe-
cifically named or described preexisting dis-
eases or physical conditions beyond the
waiting period described in paragraph (b) of
this subsection, unless such waiver or rider
has been specifically approved by the director.

(4) No long term care insurance policy
shall be delivered or issued for delivery in this
state if the policy:

(a) Conditions eligibility for any benefits
on a prior hospitalization requirement; or

(b) Conditions eligibility for benefits pro-
vided in an institutional care setting on the
receipt of a higher level of institutional care.

(5)(a) Individual long term care insurance
policyholders shall have the right to return
the policy within 30 days of its delivery and to
have the premium refunded if, after examina-
tion of the policy, the policyholder is not sat-
isfied for any reason. Individual long term
care insurance policies shall have a notice
prominently printed on the first page of the
policy or attached thereto stating in substance
that the policyholder shall have the right to
return the policy within 30 days of its delivery
and to have the premium refunded if, after ex-
amination of the policy, the policyholder is not
satisfied for any reason.

(b) A person insured under a long term
care insurance policy or certificate issued in
this state or any other state to a group de-
scribed in ORS 743.652 (6)(b), (c) or (d) shall
have the right to return the policy within 30
days of its delivery and to have the premium
refunded if, after examination, the insured
person is not satisfied for any reason. Long
term care insurance policies shall have a no-
tice prominently printed in 10 point type on
the first page or attached thereto stating in
substance that the insured person shall have
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the right to return the policy within 30 days
of its delivery and to have the premium re-
funded if after examination the insured person
1s not satisfied for any reason.

(6)(a) An outline of coverage shall be de-
livered to a prospective applicant for long
term care insurance at the time of initial so-
licitation through means which prominently
direct the attention of the recipient to the
document and its purpose.

(A) The director shall prescribe a standard
format including style, arrangement and over-
all appearance and the content of an outline
of coverage.

(B) In the case of agent solicitations, an
agent must deliver the outhne of coverage
prior to the presentation of an application or
enrollment form.

(C) In the case of direct response solicita-
tions, the outline of coverage must be pre-
sented in conjunction with any application or
enrollment form.

(b) The outline of coverage shall include:

(A) A description of the principal benefits
and coverage provided in the policy;

(B) A statement of the principal exclu-
sions, reductions and limitations contained 1n
the pohcy,

(C) A statement of the terms under which
the policy or certificate, or both, may be con-
tinued in force or discontinued, including any
reservation in the policy of a right to change
premium. Continuation or conversion pro-
visions of group coverage shall be specifically
described;

(D) A statement that the outline of cover-
age is a summary only, not a contract of in-
surance, and that the policy or group master
pollcy contains governing contractual pro-
visions;

(E) A description of the terms under which
the policy or certificate may be returned and
premium refunded; and

(F) A brief description of the relationship
of cost of care and benefits.

(7) A certificate issued pursuant to a
group long term care insurance policy if the
policy is delivered or issued for delivery in
this state shall include:

(a) A description of the principal benefits
and coverage provided in the policy;

(b) A statement of the principal exclu-
sions, reductions and limitations contained in
the policy; and

(c) A statement that the group master
policy determines governing contractual pro-
visions.

(8) No policy may be advertised, marketed
or offered as long term care or nursing home

insurance unless it complies with the pro-
visions of ORS 743.650 to 743.656, 748.603 and
750.055.

(9) ORS 743.414 applies to long term care
insurance regulated under ORS 743.650 to
743.656, 748.603 and 750.055.

(10) Rules adopted pursuant to ORS
743.650 to 743.656, 748.603 and 750.055 shall be
in accordance with the provisions of ORS
183.310 to 183.550. [1989 c.1022 §§6, 7]

743.656 Eligibility for benefits; provid-
ers required to be covered. (1) No long term
care insurance policy shall be delivered or is-
sued for delivery 1n this state after January 1,
1992, unless such'policy determines eligibility
for benefits through a determination that is
not more restrictive than requiring that:

(a) The policyholder be functionally im-
paired and needing assistance in any three or
more activities of daily living as defined by the
director, by rule, after consultation with the
Director of Human Resources.

(b) Benefits must be payable when the
beneficiary is receiving covered services from
any of the following providers approved by the
insurer:

(A) Nursing home;
(B) Assisted living;
(C) Home care; and
(D) Adult foster care.

(¢) The insurer shall approve nursing
home, assisted living, home care, adult foster
home and any other providers of covered ser-
vices by using standards that have been sub-
mitted to and approved by the director in
consultation with the Director of Human Re-
sources.

(2) After January 1, 1992, no long term
care policy shall be sold in this state that of-
ggras 1olnly nursing home benefits. [1989 c.1022

13, 14

Note: Section 12, chapter 1022, Oregon Laws 1989,
provides:

Sec. 12, The requirements of this 1989 Act [743.650
to 743.656, 748.603 and 750 035] apply to individual and
§roup long term care insurance policies and certificates

ehivered or issued for delivery in this state on and after
the effective date of this 1989 Act [December 31, 1989] or
on and after the effective date of any rules adopted by the
director. [1989 c.1022 §12]

743.657 (1967 c.359 §498; renumbered 742.238 in 1989]
743.660 {1967 c.359 §499, renumbered 742.240 in 1989]
743.663 (1967 c.359 §500; renumbered 742 242 in 1989]

g ]743.666 [Formerly 744.125; renumbered 742.244 in
1989 '

o8 ]743.669 [Formerly 744130, renumbered 742.246 in
1989

l743.(~572 [Formerly 744.430; renumbered 742.248 in
1989

]743.675 [Formerly 744.440; renumbered 742.250 in
1989

56-252



HEALTH AND LIFE POLICIES

743.684

l7AL'3.678 [Formerly 744.450; renumbered 742.252 in

(Medicare Supplement)

743.680 Definitions for ORS 743.680 to
743.689. As used in ORS 743.680 to 743.689,
unless the context requires otherwise:

'(1) “Applicant” means:

(a) In the case of an individual Medicare
supplement policy or subscriber contract, the
person who seeks to contract for insurance
benefits.

(b) In the case of a group Medicare sup-
plement policy or subscriber contract, the
proposed certificate holder.

(2) “Certificate” means any certificate is-
sued under a group Medicare supplement pol-
icy, which certificate has been delivered or
issued for delivery in this state.

(3) “Medicare” means the “Health Insur-
ance for the Aged Act,” Title XVIII of the So-
cial Security Amendments of 1965.

(4) “Medicare supplement policy” means a
group or individual policy of insurance or a
subscriber contract which is advertised, mar-
keted or designed primarily as a supplement
to reimbursements under Medicare for the
hospital, medical or surgical expenses of per-
sons eligible for Medicare by reason of age.
(1989 c.255 §1)

. 743.681 [Formerly 744.460, renumbered 742254 in
989

743.682 Application of 743.680 to 743.689.
(1) Except as otherwise specifically provided,
ORS 743.680 to 743.689 apply to:

(a) All Medicare supplement policies and
subscriber contracts delivered or issued for
delivery in this state on or after May 31, 1989;
and

(b) All certificates issued under group
Medicare supplement policies or subscriber
contracts, which certificates have been deliv-
ered or issued for delivery in this state on or
after May 31, 1989.

(2) ORS 743.680 to 743.689 do not apply to
a policy or contract of one or more employers
or labor organizations, or of the trustees of a
fund established by one or more employers or
labor organizations, or combination thereof,
for employees or former employees or a com-
bination thereof, or for members or former
members, or a combination thereof, of the la-
bor organizations. (1989 c.255 §2|

743.683 Policy contents; standards for
benefit and claims payments. (1) No Medi-
care supplement insurance policy, contract or
certificate in force in the state shall contain
benefits which duplicate benefits provided by
Medicare.

(2) The Director of the Department of In-
surance and Finance shall adopt by rule spe-
cific standards for policy provisions of
Medicare supplement policies and certificates.
The standards shall be in addition to and in
accordance with applicable laws of this state.
No requirement of the Insurance Code relat-
ing to minimum required policy benefits, other
than the minimum standards contained in
ORS 743.680 to 743.689, shall apply to Medi-
care supplement policies. The standards may
cover, but not be limited to:

(a) Terms of renewability;

(b) Initial and subsequent conditions of el-
igibility;

(c) Nonduplication of coverage;

(d) Probationary periods;

(e) Benefit limitations, exceptions and re-
ductions;

(f) Elimination periods;

(g) Requirements for replacement,;
(h) Recurrent conditions; and

(i) Definitions of terms.

(3) The director may adopt by rule stand-
ards that specify prohibited policy provisions
not otherwise specifically authorized by stat-
ute which, in the opinion of the director, are
unjust, unfair or unfairly discriminatory to
any person insured or proposed for coverage
under a Medicare supplement policy.

(4) Notwithstanding any other provision
of law of this state, a Medicare supplement
policy may not deny a claim for losses in-
curred more than six months from the effec-
tive date of coverage for a preexisting
condition. The policy may not define a preex-
isting condition more restrictively than a
condition for which medical advice was given
or treatment was recommended by or received
from a physician within six months before the
effective date of coverage.

(5) The Director of the Department of In-
surance and Finance shall adopt by rule
standards for benefits and claims payment un-
glg;rﬂMedicare supplement policies. {1989 c.255

743.684 Filing of policy; loss ratio
standards; agent compensation. (1) Every
insurer providing group Medicare supplement
insurance benefits to a resident of this state
pursuant to ORS 743.682 shall file a copy of
the master policy and any certificate used in
this state in accordance with the filing re-
quirements and procedures applicable to
group Medicare supplement policies issued in
this state. However, no insurer shall be re-
quired to make a filing earlier than 30 days
after insurance was provided to a resident of
this state under a master policy issued for de-
livery outside this state.
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(2) Medicare supplement policies shall re-
turn benefits which are reasonable in relation
to the premium charged. The Director of the
Department of Insurance and Finance shall
adopt by rule minimum standards for loss ra-
tios of Medicare supplement policies on the
basis of incurred claims experience, or in-
curred health care expenses where coverage
is provided by a health maintenance orgamza-
tion on a service rather than reimbursement
basis, and earned premiums in accordance
with accepted actuarial principles and prac-
tices. Every entity providing Medicare sup-
plement policies or certificates in this state
shall file annually its rates, rating schedule
and supporting documentation demonstrating
that it is in compliance with the applicable
loss ratio standards of this state. All filings of
rates and rating schedules shall demonstrate
that the actual and expected losses in relation
to premiums comply with the requirements of
ORS 743.680 to 743.689.

(3) No entity shall provide compensation
to its agents or other producers which is
greater than the renewal compensation which
would have been paid on an existing policy if
the existing policy is replaced by another pol-
icy with the same company where the new
policy benefits are substantially similar to the
benefits under the old policy and the old policy
was issued by the same insurer or insurer
group. [1989 c.255 §5]

743.685 Fact sheet; infformation bro-
chure. (1) In order to provide for full and fair
disclosure in the sale of Medicare supplement
policies, no Medicare supplement policy or
certificate shall be delivered in this state un-
less a fact sheet is delivered to the applicant
at the time application is made.

(2) The Director of the Department of In-
surance and Finance shall prescribe the for-
mat and content of the fact sheet required by
subsection (1) of this section. The director
shall consult with the Governor's Commission
on Senior Services concerning the content and
format of the fact sheet, especially in refer-
ence to the ease with which senior citizens
may understand the form and compare the
coverage provided under the policy to which
the fact sheet refers. For purposes of this sec-
tion, “format” means style, arrangements and
overall appearance, including such items as
the size, color and prominence of type and ar-
rangement of text and captions. The fact sheet
required by subsection (1) of this section shall
include at least the following:

(@) An identification of the type and extent
of hospital, skilled nursing home, physician
and other medical services and prescriptions
covered in whole or part by Medicare, and a
description of the extent to which Medicare
part A and part B cover the services and pre-
scriptions;

(b) Premium information on the supple-
mental Medicare coverage;

(c) A description of the extent to which
the supplemental Medicare coverage offered
by the insurer pays the cost of services and
prescriptions described in paragraph (a) of this
subsection that is not covered by Medicare
and the extent to which the supplemental
Medicare coverage covers other services;

(d) A statement of the exceptions, re-
ductions and limitations contained in the pol-
icy; '

(e) A statement of the rencwal provisions,
including any reservation by the insurer of a
right to change premiums;

(f) A statement that' the fact sheet is a
summary of the policy issued or applied for
and that the policy should be consulted to-de-
termine governing contractual provisions; and

(g) A statement that the information con-
tained in the fact sheet is approved for accu-
racy by the director.

(3) Insurers shall fill out the standardized
form and have the completed information in-
cluded on the form approved by the director
before selling supplemental Medicare cover-
age in this state.

(4¥(a) In the purchase or renewal of a
Medicare supplement policy, a copy of the fact
sheet must be used in explaining policy cover-
age to a purchaser and shall be provided to the
applicant at the time the sales presentation is
made. The completed fact sheet shall be con-
sidered part of the sales presentation materi-
als for the purposes of ORS 742.009.

(b) In the case of renewals, if the policy or
certificate is issued on a basis that is at vari-
ance with the previously delivered fact sheet,
a revised fact sheet of coverage must accom-
pany the policy or certificate when it is deliv-
ered. The revised fact sheet shall contain the
following statement, or similar language ap-
proved by the director, in no less than 12-point
type immediately above the insurer's name:

NOTICE: Read this fact sheet of coverage
carefully. It 1s not identical to the fact sheet
of coverage provided upon application. The
pover;ge originally applied for has not been
issued.

(5) The insurer shall obtain acknowledg-
ment of receipt or certify delivery of the fact
sheet at the time of sale.

(6) The director may adopt by rule a
standard form and the contents of an informa-
tional brochure for persons eligible for Medi-
care by reason of age, which is intended to
improve the buyer’s ability to select the most
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appropriate coverage and improve the buyer’s
understanding of Medicare. Except in the case
of direct response insurance policies, the di-
rector may require by rule that the informa-
tion brochure be provided to any prospective
insureds eligible for Medicare concurrently
with delivery of the fact sheet. With respect
to direct response insurance policies, the di-
rector may require by rule that the prescribed
brochure be provided upon request to any
prospective insureds eligible for Medicare by
reason of age, but in no event later than the
time of policy delivery.

(7) The director may adopt by rule cap-
tions or notice requirements. determined to be
in the public interest and designed to inform
prospective insureds that particular insurance
coverages are not Medicare supplement cov-
erages, for all health insurance policies sold
to persons eligible for Medicare by reason of
age, other than:

(a) Medicare supplement policies;
(b) Disability income policies;
(c) Basic, catastrophic or major medical
expense policies; or
_ (d) Single premium, nonrenewable poli-
cies.

(8) The director may adopt rules governing
the full and fair disclosure of the information
in connection with the replacement of health
insurance policies, subscriber contracts or
certificates by persons eligible for Medicare
by reason of age. 11989 ¢ 255 §6l

743.686 Right to return of policy; pre-
mium refund. Medicare supplement policies
or certificates shall have a notice prominently
printed on the first page of the policy or cer-
tificate or attached thereto stating in sub-
stance that the applicant shall have the right
to return the policy or certificate within 30
days of its delivery and to have the premium
refunded if, after examination of the policy or
certificate, the applicant is not satisfied for
any reason. Any refund made pursuant to this
section shall be paid directly to the applicant
by the insurer in a timely manner. (1989 c.255 §7]

743.687 Advertising. Every insurer,
health care service plan or other entity pro-
viding Medicare supplement insurance or
benefits in this state shall provide a copy of
any Medicare supplement advertisement in-
tended for use in this state whether through
written, radio or television medium to the Di-
rector of the Department of Insurance and Fi-
nance of this state for review or approval by
the director to the extent it may be required
under state law. [1989 c 255 §8]

743.688 Rules. Rules adopted pursuant to
ORS 743.680 to 743.689 shall be subject to the
ggliovisions of ORS 183.310 to 183.550. [1989 ¢ 255

743.689 Director’s authority upon vio-
lation of 743.680 to 743.689. In addition to
any other applicable penalties for violations
of the Insurance Code, the Director of the
Department of Insurance and Finance may
require insurers violating any provision of
ORS 743.680 to 743.689 or rules adopted pur-
suant to ORS 743.680 to 743.689 to cease mar-
keting any Medicare supplement policy or
certificate in this state which is related di-
rectly or indirectly to a violation or may re-
quire such insurer to take such actions as are
necessary to comply with the provisions of
ORS 743.680 to 743.689, or both. (1989 ¢c.235 §10]

Note: Section 14, chapter 235, Oregon Laws 1989,
provides.

Sec. 14. The provisions of this Act [743.680 to
743.689, 748 603 and 730 055) apply to insurance policies,
contracts and certificate issued or renewed on and after
;heleffective date of this Act [May 31, 1989]. [1989 ¢ 255

14 '

743.690 (1981 c 247 §17; renumbered 742.280 in 1989)

(Required Reimbursements)

743.700 Automatic repeal of certain
statutes on individual and group health
insurance. (1) Any statute described in sub-
section (2) of this section that becomes effec-
tive on or after July 13, 1985, shall stand
repealed on the sixth anniversary of the effec-
tive date of the statute, unless the Legislative
Assembly specifically provides otherwise.

(2) This section governs any statute that
applies to individual or group health insur-
ance policies and does any of the following:

(a) Requires the insurer to include cover-
age for specific physical or mental conditions
or specific hospital, medical, surgical or
dental health services.

(b) Requires the insurer to include cover-
age for specified persons.

(c) Requires the insurer to provide pay-
ment or reimbursement to specified providers
of services if the services are within the law-
ful scope of practice of the provider and the
insurance policy provides payment or re-
imbursement for those services.

(d) Requires the insurer to provide any
specific coverage on a nondiscriminatory ba-
sis.

(e) Forbids the insurer to ex:lude from
payment or reimbursement any covered ser-
vices.

(f) Forbids the insurer to exclude coverage
of a person because of that person’s medical
history.

(3) A repeal of a statute under subsection
(1) of this section shall not apply to any in-
surance policy in effect on the effective date
of the repeal. However, the repeal of the stat-
ute shall apply to a renewal or extension of an
existing insurance policy on or after the ef-
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fective date of the repealer as well as to a new
policy issued on or after the effective date of
the repealer. [Formerly 743.145| :

743.701 Reimbursement for services
performed by state hospital or state ap-
proved program. No policy of health insur-
ance shall exclude from payment or
reimbursement losses incurred by an insured
for any covered service because the service
was rendered at any hospital owned or oper-
ated by the State of Oregon or any state ap-
proved community mental health and
fllqesve};clapmenta] disabilities program. [Formerly

11

743.702 [Formerly 746 010; repealed by 1969 c 692 §11]

743.703 Reimbursement for services of
optometrist. (1) Notwithstanding any pro-
vision of any policy of health insurance,
whenever such policy provides for reimburse-
ment for any service which is within the law-
ful scope of practice of a duly licensed
optometrist, the insured under such policy
shall be entitled to reimbursement for such
service, whether such service is performed by
a physician or duly licensed optometrist. Un-
less such policy shall otherwise provide, there
shall be no reimbursement for ophthalmic
materials, lenses, spectacles, eyéglasses or
appurtenances thereto.

(2) The provisions of this section shall not
apply to any policy in effect upon September
13, 1967. (Formerly 743.117)

743.704 Reimbursement for diabetes
self-management education programs. (1)
Every group health insurance policy that cov-
ers hospital, medical or surgical expenses,
other than coverage limited to expenses from
accidents or specific diseases, shall provide
coverage for diabetes self-management educa-
tion programs.

(2) In order to be covered, a diabetes self-
management education program must be pro-
vided by health care professionals such as
physicians, nurses, pharmacists or registered
dieticians who are knowledgeable about the
disease process of diabetes and treatment of a
person with diabetes.

(3) Coverage shall only be required to ap-
ply to the first diabetes self-management edu-
cation program which the insured is certified
as having successfully completed.

(4) Coverage under this section shall allow
insurers to require the insured to pay initially
for the diabetes self-management education
program as follows:

(a) If the policy contains a deductible, and
if the insured pays for the program and then
maintains coverage, in each of the three sub-
sequent deductible periods the deductible for
the period shall be reduced by a credit not less
than 25 percent of the cost of the program or

$40, whichever is the lesser. If such credit is
greater than the deductible, the insurer shall
apply to the deductible so much of the credit
as equals the deductible and refund the excess
to the insured. T

(b) If the policy does not contain a
deductible, the insurer shall either provide
immediate coverage for the program up to.not
less than 75 percent of the cost or $120,
whichever is the lesser, or refund to the in-
sured not less than 25 percent of the cost of
the program or $40, whichever is the lesser,
at the beginning of each of the three calendar
years next following the year in which the in-
sured paid for the program.

(c) Nothing in this subsection prohibits
any insurer from providing immediate re-
imbursement for the costs of a diabetes self-
management education program. Such
coverage must, however, provide reimburse-
ment of not less than 75 percent of the cost of
the program or $120, whichever is the lesser,
regardless of the deductible and coinsurance
benefits applicable to other benefits under the
plan.

(5) As used in this section, “diabetes self-
management education programs” means in-
struction on an outpatient basis for a person
with diabetes to learn the disease and its con-
trol. [Formerly 743.118]

743.705 [Formerly 746 030, 1969 c 692 §9; 1973 c.179 §1;

1982 ss1 c.5 §1; 1987 c.846 §13; renumbered 742.282 in
1989]

743.706 Reimbursement for
maxillofacial prosthetic services. (1) The
Legislative Assembly declares that all group
health insurance policies providing hospital,
medical or surgical expense benefits include
coverage for maxillofacial prosthetic services
considered necessary for adjunctive treat-
ment.

(2) As used in this section, “maxillofacial
prosthetic services considered necessary for
adjunctive treatment” means restoration and
management of head and facial structures that
cannot be replaced with living tissue and that
are defective because of disease, trauma or
birth .and developmental deformities when
such restoration and management are per-
formed for the purpose of:

(a) Controlling or eliminating infection;
(b) Controlling or eliminating pain; or

(c) Restoring facial configuration or func-
tions such as speech, swallowing or chewing
but not including cosmetic procedures ren-
dered to improve on the normal range of con-
ditions.

(3) The coverage required by subsection (1)
of this section may be made subject to pro-
visions of the policy that apply to other bene-
fits under the policy including, but not limited
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to, provisions relating to deductibles and
coinsurance.

(4) The services described in this section
shall apply to individual health policies en-
tered into or renewed on or after January 1,
1982. [Formerly 743.119)

743.707 Health insurance coverage for
newly born children. (1) All individual and
group health insurance policies providing
hospital, medical or surgical expense benefits
that includé coverage for a family member of
the insured shall also provide that the health
insurance benefits applicable for children in
the family shall be payable with respect to a
newly born child of the insured from the mo-
ment of birth.

(2) The coverage of newly born children
required by subsection (1) of this section shall
consist of coverage of injury or sickness, in-
cluding the necessary care and treatment of
medically diagnosed congenital defects and
birth abnormalities.

(3) If payment of a specific premium is re-
quired to provide coverage for a child, the
golicy may require that notification of the

irth of the child and payment of the premium
be furnished the insurer within 31 days after
the date of birth in order to have the coverage
;egt;zzraiied beyond the 31-day period. [Formerly

743.708 [Formerly 746 080; 1969 c 692 §10; 1973 c.823
§150; renumbered 742 284 in 1989}

743.709 Reimbursement for services
provided by psychologist. Whenever any
provision of any individual or group health
insurance policy or contract provides for pay-
ment or reimbursement for any service which
is within the lawful scope of a psychologist li-
censed under ORS 675.010 to 675.150:

(1) The insured under such policy or con-
tract shall be free to select, and shall have di-
rect access to, a psychologist licensed under
ORS 675.010 to 675.150, without supervision
or referral by a physician or another health
practitioner, and wherever such psychologist
1s authorized to practice.

(2) The insured under such policy or con-
tract shall be entitled to have payment or re-
imbursement made to the insured or on the
insured’'s behalf for the services performed.
Such payment or reimbursement shall be in
accordance with the benefits provided in the
policy and shall be the same whether per-
formed by a physician or a psychologist li-
censégld under ORS 675.010 to 675.150. [Formerly
743.1

743.710 Denial or cancellation of health
insurance because of diethylstilbestrol use
by mother prohibited. No policy of health
insurance may be denied or canceled by the
insurer solely because the mother of the in-

sured used drugs containing diethylstilbestrol
prior to the insured’s birth. [Formerly 743.125)
743.711 [1987 c.846 §15, renumbered 742.286 in 1989]

743.712 Reimbursement for services of
nurse practitioner. (1) Whenever any policy
of health insurance provides for reimburse-
ment for any service which is within the law-
ful scope of practice of a duly licensed and
certified nurse practitioner, including pre-
scribing or dispensing drugs, the insured un-
der the policy is entitled to reimbursement for
such service whether it is performed by a
physician licensed by the Board of Medical
Examiners for the State of Oregon or by a duly
licensed nurse practitioner.

(2) This section does not apply to group
practice health maintenance organizations
that are federally qualified pursuant to Title
XIII of the Health Maintenance Organization
Act. [Formerly 743.128]

743.713 Reimbursement for services of
denturist. Notwithstanding any provisions of
any policy of insurance covering dental
health, whenever such policy provides for re-
imbursement for any service which is within
the lawful scope of practice of a denturist, the
insured under such policy shall be entitled to
reimbursement for such service, whether the
service is performed by a licensed dentist or a
certified denturist. This section shall apply to
any policy covering dental insurance which is
issued after July 1, 1980. Policies which are in
existence on July 1, 1980, shall be brought into
compliance on the next anniversary date, re-
newal date, or the expiration date of the ap-
plicable collective bargaining contract, if any,
whichever date is latest. {Formerly 743.132]

Note: 743.713 [formerly 743.132] was added to and
made a part of the Insurance Code by the people in the
exercise of their initiative power but was not added to
or made a part of ORS chapter 743 or any series therein.
See Preface to Oregon Revised Statutes for further ex-
planation. '

743.714 Reimbursement for services of
clinical social worker. Whenever any indi-
vidual or group health insurance policy or
blanket health insurance policy described in
ORS 743.534 (3) provides for payment or re-
imbursement for any service which is within
the lawful scope of service of a clinical social
worker licensed under ORS 675.510 to 675.600:

(1) The insured under the policy shall _be
entitled to the services of a clinical 'social
worker licensed under ORS 675.510 to 675.600,
upon referral by a physician or psychologist.

(2) The insured under the policy shall be
entitled to have payment or reimbursement
made to the insured or on behalf of the insured
for the services performed. The payment or
reimbursement shall be in accordance with
the benefits provided in the policy and shall
be computed in the same manner whether
performed by a physician, by a psychologist or

56-257



743.7156

INSURANCE

by a clinical social worker, according to the
customary and usual fee of clinical social
workers in the area served. [Formerly 743.135]

743.715 Coverage for care in long term
care facility; prior hospitalization require-
ment; notice. (1) If an insurer that offers
coverage for care in a long term care facility,
as defined in ORS 442.015, for not less than 12
consecutive months for each covered person
requires as a condition of payment under the
policy that the insured be admitted to a hos-
pital prior to admission to the long term care
facility, then the insurer shall also offer at
least one option for such coverage that does
not include the requirement of prior
hospitalization.

(2) A notice shall be appended to every
application and all marketing materials for
policies defined in subsection (1) of this sec-
tion. The notice shall list all policies which
are marketed by the insurer designed to pro-
vide coverage described in subsection (1) of
this section or offered by entities described in
this section and ORS 750.055. The notice shall
list the benefits, premium costs, type of care
and terms of coverage of each such policy
available. The purpose of the notice is to pro-
vide consumers with informed choice of long

term care 3golicnes which are available.
[Formerly 743.138]

743.716 Coverage of children not resid-
ing in household of policyholder or em-
ployee of policyholder. (1) All policies
providing health insurance as defined in ORS
731.162 and containing coverage for children
of policyholders or children of employees of
policyholders shall provide that children not
residing in a policyholder's or employee’s
household shall be eligible for coverage to the
same extent as children residing with the em-
ployee or policyholder, so long as the
policyholder or employee is under a legal ob-
ligation to support or contribute to the ongo-
ing support of the children not residing in the
household and providing that there is not a
court order to the contrary.

(2) Subsection (1) of this section does not
require a health maintenance organization as
defined in ORS 442.015 to provide coverage for
any children of a policyholder or employee
who reside outside the service area of the
’}Iﬁall‘ltb}]) maintenance organization. [Formerly

Note: 743.716 [formerly 743.140] was enacted into
law by the Legislative Assembly but was not added to or
made a part of ORS chapter 743 or any series therein by
legislative action. See Preface to Oregon Revised Statutes
for further explanation.

743.717 Tourette Syndrome; re-
imbursement for treatment. For purpose of
coverage by group health insurers, health care
service contractors and health maintenance
organizations, reimbursement for treatment

of Tourette Syndrome shall be made on the
basis of the diagnosis and treatment modality
employed. [Formerly 743.143]

743.718 Payments for ambulance care
and transportation. Any insurance policy
issued or issued for delivery in this state that
provides coverage for ambulance care and
transportation shall provide that payments
will be made jointly to the provider of the
ambulance care and transportation and to the
insured, unless the policy provides for direct
payment to the provider. [Formerly 743.147|

743.719 Reimbursement for certain
surgical services performed by dentists.
Notwithstanding any provision of a policy of
health insurance, whenever the policy pro-
vides for payment of a surgical service, the
performance for the insured of such surgical
service by any dentist acting within the scope
of the dentist’s license is compensable if per-
formance of that service by a physician acting
within the scope of the physician’s license
would be compensable. [Formerly 743.052]

743.720 [1979 c.866 §4, 1987 ¢.774 §56; renumbered
742 300 in 1989]

743.721 Nondiscriminatory health in-
surance coverage for women. Each policy
of health insurance shall provide:

(1) The same payments for costs of mater-
nity to unmarried women that it provides to
married women, including the wives:-of in-
sured persons choosing family coverage; and

(2) The same coverage for the child of an
unmarried woman that the child of an insured
married person choosing family coverage re-
ceives. [Formerly 743.037]

743.722 Reimbursement for
acupuncturist. (1) Whenever any individual
or group health insurance policy provides for
payment or reimbursement for acupuncture
services performed by a physician, the policy
also shall pay or reimburse the insured for
acupuncture services performed by an
acupuncturist registered under ORS 677.750
to 677.775. The payment or reimbursement
shall be in accordance with the benefits pro-
vided in the policy and shall be computed in
the same manner whether performed by a
physician or an acupuncturist, according to
the customary and usual fee of acupuncturists
in the area served.

(2)(a) Subsection (1) of this section does
not require the employment of acupuncturists
registered under ORS 677.750 to 677.775 by
group practice health maintenance organiza-
tions that are federally qualified pursuant to
Title XIII subchapter XI of the Public Health
Service Act (42 U.S.C.§300e et seq.).

(b) When a group practice health mainte-
nance organization reimburses its members
for acupuncture services performed by physi-
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cians outside its employ, it shall also reim-
burse its members for acupuncture services
performed by an acupuncturist. [1989 c.832 §2|

743.723 (1979 c.866 §5; 1981 c.525 §1; 1987 c.774 §57;
renumbered 742.302 in 1989]

743.732 |Formerly 747.080; renumbered 742.350 in
]

1989

743.735 [Formerly 747.100; 1973 c 823 §151; renum-
bered 742.352 1n 1989)

743.738 [Formerly 747.110; renumbered 742.354 in

1989}

743.741 (Formerly 747.130, renumbered 742356 in
1989]

743.744 [Formerly 747 140;
9]

renumbered 742.338 1n

743.747 {Formerly 747 150,
1989)

743.750 [1967 c 359 §516, renumbered 742 362 1n- 1989

-+ 743.753 [Formerly 747 170, 1969 c 526 §2; renumbered
742 364 in 1989]

743.755 {1969 c.526 §1; renumbered 742 366 in 1989)
]743.756 [Formerly 747.180; renumbered 742.368 in

renumbered 742 360 1n

1989

743.759 [Formerly 747 190; renumbered 742370 1in

1989]

743.762 [Formerly 747.082; 1989 c 634 §1; renumbered
742.372 in 1989]

743.765 [Formerly 747.084, 1989 c.634 §2; renumbered
742.374 1n 1989)

743.768 |[Formerly 747.086, 1983 c.338 §964; 1989 c.634
§3; renumbered 742 376 in 1989)

743.770 [Formerly 743.780, 1987 c.774 §60; renumbered
742.400 in 1989]

743.771 (1987 ¢.774 §151; renumbered 742.405 in 1989]

I743.772 [Formerly 743.783, renumbered 742.031 in
1989

743.774 [Formerly 486.097; renumbered 806 190 in
1987}

743.776 (Formerly 486 541; renumbered 742450 in
]

1989

743.778 [Formerly 486.346; renumbered 742.454 in
]

1989

743.779 [Formerly 486.551; 1989 ¢.700 §14; renumbered
742.456 1n 1989]

743.780 [1975 ¢.796 §10; 1977 c.448 §12, 1985 c 103 §14;
1985 ¢.323 §10, 1985 c.624 §17a; renumbered 743.770)

743.781 [Formerly 486.556; 1989 ¢.700 §15, renumbered
742 458 in 1989]

743.782 [Formerly 486 561, 1989 c.700 §16, renumbered
742.460 in 1989)

743.783 [Formerly 736.320, renumbered 743.772]

743.784 [Formerly 486 564; 1989 ¢.700 §17; renumbered
742.462 in 1989)]

743.785 [Formerly 486 566; renumbered 742464 in
1989]

743.786 [1967 c 482 §1; 1971 ¢.523 §11; 1979 c.842 §7;
1983 ¢.338 §965; renumbered 742 500 in 1989]

743.789 [1967 c 482 §2; 1975 ¢.390 §1; 1981 ¢.586 §1; 1983
¢.338 §966; 1987 ¢.632 §1; renumbered 742.502 in 1989]

743.792 (1967 c.482 §3; 1977 c.600 §3; 1979 c.842 §8; 1983
c.338 §967; renumbered 742.504 in 1989)

743.795 (1979 c.842 §10, renumbered 742.506 in 1989}
743.796 (1987 ¢.742 §3; renumbered 742.508 in 1989]

743.797 (1987 ¢.742'§2; renumbered 742.510 in 1989}

743.800 {1971 ¢.523 §2; 1973 c.551 §1; 1975 ¢.784 §1; 1979
c.871 §45;.1981 c.d414 §1, 1983 c.338 §968, 1987 c.588 §1; re-
numbered 742.520 in 1989]

743.802 (1987 ¢.588 §5, renumbered 742.522 1n 1989)

743.805 [1971 c 523 §3; 1973 c.551 §2; 1975 ¢.784 §2; 1981
c.414 §2; 1987 c.588 §2; 1989 c.775 §1; renumbered 742.524
in 1989]

743.810 (1971 c.523 §4; 1973 c.551 §4, 1975 c.784 §3, re-
numbered 742.526 in 1989]

743.812 (1987 c.588 §4; renumbered 742.528 in 1989]

743.815 {1971 ¢ 523 §5; 1973 ¢.551 §3; 1975 ¢.784 §4; 1981
c.414 §3; renumbered 742.530 in 1989} -

743.820 {1971 ¢ 523 §6; 1975 c 784'§5, 1981 c.414 §4, re-
numbered 742.332 in 1989]

743.825 (1971 ¢.523 §7, 1975 c 784 §6, 1987 c 569 §4, 1987
c.632 §2, renumbered 742.534 1n 1989]

743.828 [1975 c 784 §8, renumbered 742 536 1n 1989

743.830- [1971 ¢.523 §8; 1975 c 784 §9, renumbered
742.538 in 1989]

743.833 [1975 ¢ 784 §12; renumbered 742.540 in 1989]

743.835 (1971 ¢.523 §9, 1975 ¢.784 §10; 1987 ¢ 632 §3;
renumbered 742 542 in 1989]

743.840 (1985 ¢.527 §2, renumbered 742.466 in 1989]

743.850 1981 ¢.752 §1, 1983 c.817 §1; 1987 ¢.505 §1, re-
numbered 743 610 in 1989)

743.851 [1987 c.505 §3; renumbered 743 600 in 1989)

743.852 [1987 ¢.505 §§3a, 4; 1989 c 784 §22, renumbered
743.601 1n 1989)

743.853 [1987 ¢ 505 §5; renumbered 743 602 1n 1989]
743.855 (1981 ¢ 752 §2; renumbered 743 611 in 1989}
743.860 {1981 ¢.752 §3, renumbered 743613 in 1989]
743.865 (1981 ¢.752 §4, renumbered 743 614 1n 1989]
743.870 [1981 ¢.752 §5; renumbered 743.616 1n 1989]
743.875 (1981 c 752 §6; renumbered 743 617 in 1989]
743.880 [1981 c 752 §7; renumbered 743 619 in 1989]
743.885 (1981 ¢.752 §8; renumbered 743 620 in 1989}
743.890 (1981 ¢.752 §9; renumbered 743.622 in 1989]

743.900 [1971 c.476 §2 1975 ¢.570 §1; renumbered
742.560 in 1989]

743.905 [1971 c.476 §3, renumbered 742.562 in 1989]

743.910 (1971 c.476 §4; 1977 c 600 §7; 1989 c.426 §3; re-
numbered 742.564 in 1989]

743.915 (1971 ¢.476 §5; repealed by 1975 ¢.570 §2
(743.916 enacted in lieu of 743 915))

743.916 [1975 ¢ 570 §3 (enacted in lieu of 743.915); 1977
¢.600 §8, 1989 ¢ 426 §4; renumbered 742 566 in 1989]

743.920 [1971 c 476 §6, renumbered 742 568 in 1989}
743.925 [1971 c.476 §7; renumbered 742 570 in 1989)

743.930 {1971 c.476 §8; 11977 c 600 §4; renumbered
742.572 1n 1989]

743.940 (1987 ¢.774 §36; renumbered 742 700 in 1989}
743.942 [1987 ¢.774 §37; renumbered 742.702 in 1989]
743.944 (1987 ¢.774 §38; renumbered 742.704 1n 1989]

743.946 [1987 ¢.774 §§39, 40, 1989 c.700 §18, renum-
bered 742.706 1n 1989)

743.948 [1987 ¢.774 §41; renumbered 742.708 in 1989]

743.950 [1987 ¢.774 §42; 1989 c.181 §1; renumbered
742.710 in 1989]
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