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GENERAL PROVISIONS
743= [ 1967 059 §335; renumbered 742.001 in 19891

743.006 [ Formerly 736.300; renumbered 742.003 in
19891

743.009 [ 1967 c.359 § 337; 1969 c.336 § 11; 1973 c.608
1; renumbered 742.005 in 19891

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
will demonstrate the insurer' s compliance; 
and

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 § 21

743.011 [ 1985 c.827 § 2; repealed by 1989 c.255 § 151
743.012 [ 1967 c.359 § 338; 1989 000 §13; renumbered

742.007 in 19891

743.013 Disclosure of differences in
replacement health insurance policies; 
nonduplication for persons 65 and older. 

1) The Director of the Department of Con- 
sumer and Business Services shall adopt by
rule requirements for disclosure by group
and individual health insurers to individual
and group health insurance policyholders the
difference between coverage under the exist- 
ing policy and coverage being offered to re- 
place that coverage. 

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

3) The director shall adopt by rule re- 
quirements for nonduplication and replace- 
ment of major medical, Medicare supplement, 
long term care and special illness policies for
applicants 65 ears of age and older. The
agent shall offer to compare 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- 
ment the applicant's existing coverage. [ 1989

c. 474 § 21

743.015 Filing and approval of credit
life and credit health insurance forms; 
filing of rates. ( 1) All credit life and credit

743.024

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 if 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 § 34o] 

743.021 [ 1967 c.359 § 341; 1971 c.231 § 21; 1973 x525
l; renumbered 742.009 in 19891

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
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, 
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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 059 §3421

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

stepparent, or by a husband or wife. 
4) A person may effectuate insurance

that provides for the final expenses of an
adult who is dependent upon the person for
support and maintenance. [ 1967 059 §342a; 1991
082 §2] 

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 in- 
surers transacting health insurance in this
state and by all state agencies that require
health insurance claim forms for their re- 
cords. [ 1973 c. 109 § 21

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 designated irrevocably as the beneficiary. 

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 policy 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 059 §344; renumbered 742.011 in 19891

743.036 [ Formerly 736.330; 1973 c.823 § 149; repealed
by 1973 c. 827 § 831

743.037 [ 1973 c. 521 § 2; renumbered 743. 721 in 19891

743.039 Alteration of appplication, 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 059 §3461

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
policy, or the exercise of any right or privi- 
lege 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 entitle 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 claims 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
person that such other person claims to be
entitled to such proceeds or payments or
some interest in the policy. [ Formerly 743.0841
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745.042 [ 1967 059 §347; 1985 c.465 § l; renumbered
742.013 in 19891

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 is the
insurer. Any such assignment shall entitle
the insurer to deal with the assignee as the
owner or pledgee of the policy in 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 policy in conflict with the assignment. 
Formerly 743.0871

743.045 [ Formerly 736.305; 1971 c.231 § 22; 1985 c.465
2; renumbered 742.016 in 19891

743.046 Exemption of proceeds of 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, 
is 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

743.049

change the beneficiary when such right is
expressly reserved in the policy. 

6) This section does not apply to annuity
policies. [ Formerly 739.405 and then 743.0991

743.047 Exemption of proceeds of

group life insurance. ( 1) A policy of group
life insurance or the proceeds thereof paya- 
ble to a person or persons other than the in- 
dividual 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 bankruptc of

the individual insured, from all demands in
legal proceedings under such bankruptcy. 

2) The provisions of subsection ( 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 743.1021

743.048 [ Formerly 736.315; renumbered 742.0101
743.049 Exemption of proceeds of an- 

nuity 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 compelled to exercise any such rights, 
powers or options, nor shall creditors be al- 
lowed to interfere with or terminate the pol- 
icy, 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 $ 500
per month for the length of time represented
by such installments. Such periodic payments
in excess of $500 per month shall be subject
to garnishee execution to the same extent as
are wages and salaries. 

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 $500 per month, the court may
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order such annuitant to pay to a judgment
creditor or apply on the judgment, in install- 
ments, the portion of such excess benefits as
to the court may appear just and proper, af- 
ter due regard for the reasonable require- 
ments 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; 1991 c. 182 § 31

743.050 Exemption of proceeds of

health insurance. Except as may otherwise
be expressly provided by the policy, the pro- 
ceeds or avails of all health insurance poli- 
cies and of provisions providing benefits on
account of the insured' s disability which are
supplemental to life insurance policies, is- 
sued before, on or after June 8, 1967, shall
be exempt from all liability for an debt of
the insured, and from any debt of the benefi- 
ciary existing at the time the proceeds are
made available for the use of the beneficiary. 
Formerly 743.1081

743.051 [ 1967 059 §350; renumbered 742.021 in 19891

743.052 [ 1971 072 §2; renumbered 743.719 in 19891

743.053 Prohibition on requirement

that death or dismemberment occur in
less than 180 days after accident. A life
insurance policy or health insurance policy, 
whether group or individual, that contains
provisions providing benefits in case of death
or dismemberment by accident shall not re- 
quire that the death or dismemberment occur
less than 180 days after the date of the acci- 
dent in order for benefits to be paid under
the policy. [ 1991 c. 182 § 81

743.054 [ 1967 c. 359 § 351; renumbered 742.023 in 19891

743.055 Prohibition on denial or limi- 
tation of benefits to insured or dependent
who is eligible for or receives medical
assistance. No individual, franchise, group
or blanket health certificate or policy and no
stop -loss or excess insurance issued in re- 
lation to a plan of a self - insured employer
shall contain any provision which denies, 
limits or reduces benefits because services
are rendered to an insured or dependent who
is eligible for or who receives medical as- 
sistance under ORS chapter 411 or 414. [ 1991
c.875 § 2] 

743.057 [ 1967 c.359 § 352; renumbered 742.026 in 19891

743.060 [ 1967 059 §353; renumbered 742.028 in 19891

743.063 [ 1967 c.359 § 354; renumbered 742.033 in 19891
743.066 [ 1967 c.359 § 355; 1971 c.231 § 23; renumbered

742.036 in 19891
743.069 [ 1967 c.359 § 356; renumbered 742.038 in 19891

743.072 [ Formerly 736.310; 1971 c.231 § 24; 1973 x149
l; renumbered 742.041 in 1989] 

743.075 [ 1967 c.359 § 358; 1975 091 §1; 1977 c. 742 § 8; 
renumbered 742.043 in 19891

743.078 [ 1967 c.359 § 359; renumbered 742.046 in 1989] 

743.080 [ 1971 c.231 § 5; 1983 c.249 § 1; renumbered
742.048 in 19891

743.081 [ 1967 059 §360; renumbered 742.051 in 19891

743.084 [ 1967 059 §361; renumbered 743.041 in 19891
743.087 [ 1967 c.359 §362; renumbered 743.043 in 19891

831
743.090 [ Formerly 736.335; repealed by 1973 c.827

743.093 [ 1967 059 §364; renumbered 742.053 in 19891
743.096 [ 1967 059 §365; renumbered 742.056 in 19891

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 743.3501

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 743.3531

743.102 [ 1967 059 §367; renumbered 743.047 in 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
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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, Ore- 
gon Laws 1979. 

e) The renewal of a policy delivered or
issued for delivery prior to the date the pol- 
icy form must be approved under section 9, 
chapter 708, Oregon Laws 1979. 

f) Any certificate issued pursuant to a
group policy not delivered or issued for de- 
livery in 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 743.3621

743.105 f1967 c.359 § 368; renumbered 743.049 in 19891

743.106 Reading ease standards for life
and health insurance policies; procedures
for determining ease; certificate of com- 
pliance to accompany 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 divided 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. 

03) 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. 

f) 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
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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 743.3651

743.107 When director may authorize
lower standards. The director may author- 
ize a lower score than the Flesch reading
ease test score required by ORS 743. 106
when, in the directors 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; 

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 743.3681

743.108 [ 1967 059 §369; renumbered 743.050 in 19891

743.109 Approval of certain policy
forms 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 an d claimants
protection not less favorable than they would
be entitled to under such provisions. 

Formerly 743.3701
743.111 [ Formerly 744.090; renumbered 742.058 in

19891

743.114 [ Formerly 736.325; 1971 c.123 § 1; 1981 c.667
l; renumbered 742.061 in 19891

743.115 ( 1987 074 §46; 1989 c.376 41; renumbered
742.063 in 19891

743.116 [ 1971 c.603 § 2; 1981 c.422 § 1; 1981 c.891 § 2; 
renumbered 743.701 in 19891

743.117 [ 1967 c.271 02,3; renumbered 743.703 in 19891
743.118 [ 1987 020 §2; renumbered 743.704 in 1989] 

743.119 [ 1981 c.254 §2; renumbered 743.706 in 1989] 

743.120 ( 1975 c.135 § 2; renumbered 743.707 in 19891

743.123 ( 1975 c.338 § 2; renumbered 743.709 in 19891
743.125 [ 1979 c.268 §6; renumbered 743.710 in 19891

743.128 ( 1979 085 §20; renumbered 743.712 in 19891

743.132 [ 1979 c. 1 § 15; renumbered 743.713 in 19891
743.135 ( 1981 c.422 § 5; 1989 c.721 § 54; 1989 c.1080 § 1; 

renumbered 743. 714 in 19891

743.138 ( 1987 c.739 § § 2,4b; renumbered 743. 715 in
19891

743.140 ( 1985 c.536 § l; renumbered 743.716 in 19891
743.143 [ 1985 012 §2; renumbered 743.717 in 1989] 

743.145 [ 1985 c.747 § 59; renumbered 743.700 in 19891

743.147 [ 1987 c.530 § 2; renumbered 743.718 in 19891

INDIVIDUAL LIFE INSURANCE AND
ANNUITIES

Generally) 
743.150 Scope of ORS 743.150 743.153

and 743.156. This section and ORA 743. 153
and 743. 156 apply only to policies of life in- 
surance, other than group life insurance. 
1967 c.359 § 3721

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. 154 Acceleration of death benefits. 
1) A life insurance policy or a rider to a life

insurance policy may provide for the accel- 
eration of death benefits as part of the life
insurance coverage. For purposes of this
section, accelerated death benefits are bene- 
fits that: 

a) Are payable to the policy owner or
certificate holder during the lifetime of the
insured, in anticipation of death or upon the
occurrence of specified life- threatening or
catastrophic conditions as defined by the
policy or rider; 

b) Reduce the death benefit otherwise
payable under the life insurance policy; and

c) Are payable upon the occurrence of a
single qualifying event that results in the
payment of a benefit amount fixed at the
time of acceleration. 

2) For purposes of this section, a quali- 
fying event is one or more of the following: 

a) A medical condition that will result
in a drastically limited life span, as specified
in the policy or rider, not exceeding 24
months. 

b) A medical condition that has required
or requires extraordinary medical inter- 
vention, such as a major organ transplant or
continuous artificial life support, without

which the insured would die. 

c) Any condition that usually requires
continuous confinement in an eligible insti- 
tution, as defined in the policy or rider, if
the insured is expected to remain there for
the rest of the insured' s life. 

d) A medical condition that in the ab- 
sence of extensive or extraordinary medical
treatment will result in a drastically limited
life span. Such conditions may include but
are not limited to one or more of the follow- 
ing: 

A) Coronary artery disease resulting in
an acute infarction or requiring surgery; 
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B) Permanent neurological deficit re- 
sulting from cerebral vascular accident; 

C) End -stage renal failure; or
D) Acquired Immune Deficiency Syn- 

drome. 

e) Any other event determined by the
director to be life - threatening. 

3) A policy or rider that provides for the
acceleration of death benefits: 

a) Must also provide for the continua- 
tion of the policy as to the amount of the
death benefit that is not accelerated. 

b) Must allow the policy owner or the
certificate holder to request payment at any
time during the period that the qualifying
event continues. 

4) A policy or rider that provides for the
acceleration of death benefits under this sec- 
tion shall not be described or marketed by
an insurer as long term care insurance or as
providing long term care benefits. 

5) The director shall adopt rules estab- 
lishing minimum benefits, criteria for the
payment of accelerated benefits, disclosure
requirements and actuarial standards. [ 1991
c.571 § 2; 1993 c. 17 § 11

743. 156 Statement of premium. A life
insurance policy shall contain a provision
separately stating the premium for each ben - 
eft provision of the policy for which such
separate statement is necessary, as deter- 
mined by the director, to give adequate dis- 
closure of the terms of the policy. [ 1967 059

3741

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 insurance, and do not apply to annuity
or pure endowment policies. Such sections
apply to such policies 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 059 §375; 1973 c.435 §161

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 §3761

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 in- 
surer, of one month of not less than 30 days, 
or of four weeks in the case of industrial life
insurance policies the premiums for which
are payable more frequently than monthly, 
shall be allowed within which the payment

743.177

of any premium after the first may. be made, 
during which period of grace the policy shall
continue in full force. The insurer may im- 
pose 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 installment of the
annual premium, may be deducted from the
policy proceeds. ( 1967 059 §3771

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

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 059 §3781

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 059 §3791

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 § 3801

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
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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 § 3811

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 c.359 § 3821

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 in- 
surer annually, beginning not later than the
end of the third policy year. Any policy con- 
taining provision for participation beginning

econdat the end of the first or the s policy
Mr may provide that dividends for either or
both of such years shall be paid subject to

fothe payment of the premium r the next en- 

suing year. The owner of the policy shall
have the right each year to have the divi- 
dend arising from such participation paid in
cash, and if the policy provides other divi- 
dend 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 premium. 

2) In participating industrial life insur- 
ance policies, in lieu of the provision re- 

uh in 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 c.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 in- 
surer will advance, on proper assignment or

pledge of the policy and on the sole security
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 interest
not exceeding the maximum rate permitted
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 ex- 
isting indebtedness not already deducted in
determining such cash surrender value in- 
cluding any interest then accrued but not
due, any unpaid balance of the premium for
the current policy year, and interest 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 indebted- 
ness; 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- 
sured or other policy owner and of any as- 
signee 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. [ 1967 c.359 §384; 1975 c.575 § 1; 1981 c.412 § 181

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 in 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

1993 -56 -226



HEALTH AND LIFE INSURANCE 743.192

the interest rate for an existing or a new
policy loan; and

b) Shall set forth the dates on which the
insurer will determine 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- 
ing 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 related 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 policy 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- 
sence of any policy loan interest rate change
during that year. [ 1981 c.412 § 201

743.189 Reinstatement. A life 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 if a period of not
more than three years has elapsed since the
default ( or two years in the case of an in- 
dustrial life insurance policy), the policy may
be reinstated upon furnishing evidence of
insurability 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 § 211

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, settlement 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 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
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a rate not lower than that paid by the in- 
surer 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 c.359 § 386; 
1983 c. 754 § 21

743.195 Settlement option. A life insur- 
ance policy shall contain a table showing the
amounts of installments, if any, by which its
proceeds may be payable. [ 1967 059 §3871

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. 
1967 c.359 §3881

743.201 Beneficiary of industrial poli- 
cies. An industrial 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- 
icy 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 059 §3893

743204 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 reinsurance, 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, 
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- 
icy or renewal thereof of uniform amount, 
which provides no guaranteed nonforfeiture

benefits or endowment benefits, which is is- 
sued at the same age, for the same initial
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
insurance 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 beginning of such year. 
Formerly 739.340; 1977 c.320 § 13; 1981 c.609 § 121

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
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the opinion of the director are at least as
favorable to the defaulting or surrendering
policyholder as are the minimum 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 -u 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 insurance, 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 olicies which provide, 
on a basis guaranteedpin 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, a statement of the mortalityy
table, interest rate and method used in cal- 
culating cash surrender values and paid -up
nonforfeiture benefits available under the
policy. 

f)(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
paid -up nonforfeiture benefits are altered byy
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 insurance 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. 
fFormerly 739.345; 1981 c.609 § 131

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- 
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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 byy
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- 
isting paid -up additions, decreased by the

amount of any indebtedness to the insurer on
the policy. ( Formerly 739.350; 1981 x609 § 141

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

e 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 739.355; 
1981 c.609 § 151

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
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 ppolicy 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- 
fied 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
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c) One hundred twenty -five percent of
the nonforfeiture net level .premium. as de- 
fined in subsection ( 3) of t

m

his 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 used 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

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
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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
appply, for policies to which this section ap- 
pliea, 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 mortality table
and interest rate used in determining the
amount of such paid -up nonforfeiture benefit
and paid -up dividend additions. 

c) An insurer shall calculate the amount
of any uaranteed paid -up nonforfeiture ben- 
efit, inclguding 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. 

f) 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 b the National Associ- 
ation of Insurance

by
that are

approved under rules issued by the director
for use in determining the minimum non - 
forfeiture standard may be substituted for
the Commissioners 1961 Standard Industrial
Mortality Table or the Commissioners 1961
Industrial 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 in 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 c.609 § 17; 1983 cM2 §11

743.216 Adjusted premiums; applica- 

bility. This section applies only to life in- 
surance policies issued 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: 
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a) The present value at the policy issue
date of the future guaranteed benefits pro- 
vided for by the policy. 

b) Two 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 be calculated
as specified in subsections ( 1) and ( 2) of this
section. However, for the purposes of sub- 
section ( 1)( b), ( c) and ( d) of this section, the
amount of insurance or equivalent uniform
amount of insurance used in the calculation
of the adjusted premiums referred to in par - 
agrvh ( 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 calcu- 
lation of the adjusted premiums in paragraph

743.216

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 insurance 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) 
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 nonforfei- 
ture benefits. The following exceptions per- 
tain: 

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 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
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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 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 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 a

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 poli- 
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

for
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 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. 

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
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 020 §14; 1981 c.609 § 161

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 in- 
surer 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 udgment of the
director be determined by the methods oth- 
erwise described in the Standard Nonforfei- 
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 pol- 
icyholders 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 re uired 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 § 181

743.219 Supplemental rules for calcu- 
lating nonforfeiture benefits. ( 1) Any cash
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surrender value and any paid -up nonforfei- 
ture benefit available under a life insurance
policy in the event of default in a premium
pa,yment 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
provide the additions. ( Formerly 739.365; 1981 c. 609

191

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 ppolicy 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)( a) 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

743.221

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 in pparagraph ( 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 anniversary 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

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 to 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 in a premium payment, shall
be determined in a manner consistent with
the manner specified for determining the
analogous minimum amoum.s 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
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shall conform with the principles of this sec- 
tion. ( 1981 c. 609 § 211

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 insurance 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 issued as a separate policyy, 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 is 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 in any paid -up nonforfeiture ben- 
efits. ( Formerly 739.370; 1981 c.609 § 201

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 739.3151

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
executive committee of such a corporation

on any corporate act touching such insur- 
ance. [ Formerly 739.415] 

743.230 Variable 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 installment
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 insurability satisfactory 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. 
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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 premiums 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 provision specifying the investment
increment factor to be used in 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 § 181

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 previsions
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 739.7051

743243

743.234 " Charter policy" or " founders
policy" defined. " Charter policy" or " found- 
ers 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 739.7101

743.237 " Coupon policy" defined. " Cou- 
pon policy" means a life insurance policy
which provides a series of pure endowments

maturing periodically in amounts not ex- 
ceeding the gross annual policy premiums. 
The term " pure endowment" or

endowment" is used in its accepted

actuarial sense, meaning a benefit becoming
payable at a specific future date if the in- 
sured person is then living. ( Formerly 739.7151

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
739.7201

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 impression that the endow- 
ments represent interest earnings or any - 
thing other than benefits which have been
purchased by part of the policyholders pre- 
mium payments. 

2) Each endowment benefit must have a
fixed maturity date and payment of the en- 
dowment benefit shall not be contingent
upon the pa ,yment 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 ad' acent 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

1993 -56 -237



743245 INSURANCE

calculated with mortality, interest and ex- 
pense factors which are consistent with
those for the basic policy premium. [ 1967 c.359

4031

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 § 141

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 in- 
surer: 

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, 
the dollar amount of the death benefit. f1973
c.435 § 151

Individual Annuity
and Pure Endowment Policies) 

743.252 Scope of ORS 7432M 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 c.359 § 404; 1973 c.435 § 191

743.255 Grace period for 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 in- 
surer or the deferred payments of the current
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) 

743268 Incontestability. If any state- 
ment other than those relating to age, sex
and identity are required as a condition to
issuing an annuity or pure endowment pol- 
icy, the policy shall contain a provision that
the policy shall be incontestable after it has
been in force during the lifetime of the per- 
son 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 stipulated 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 ac- 
cidental means. [ 1967 x359 §4061

743.261 Entire contract. An annuity or
pure endowment policy shall contain a pro- 
vision 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

4071

743.264 Misstatement of age or sex. An
annuity or pure endowment policy shall con- 
tain 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 bene- 
fits accruing under the policy shall be such
as the stipulated payment or payments to the

insurer would have purchased according to
the correct age or sex, and that if the insurer
has made any overpayment 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 succeeding payment or
payments to be made by the insurer under
the policy. [ 1967 c.359 § 4081

743.267 Dividends. If an annuity or pure
endowment policy is participating, it shall
contain a provision that the insurer shall
annually ascertain and apportion any divis- 
ible surplus accruing on the policy. [ 1967 c.359

4091
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743.270 Reinstatement. An annuity or
pure endowment policy shall contain a pro- 
vision that the policy may be reinstated 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 payments 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 ex- 
ceeding six percent per annum, and in cases
where applicable the insurer may also in- 
clude a requirement of evidence of

insurability satisfactory to the insurer. ( 1967
059 §4101

743.271 Periodic stipulated payments
on variable annuities. A variable annuity
policy 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
policyy 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 interest. 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
applied. 

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 value of the
policy at the annuity commencement date in
accordance with the terms of the policy. ( 1973

c.435 § 211

743.272 Computing' benefits. ( 1) A vari- 
able annuity policy shall specify the invest- 
ment increment factors to be used in
computing the dollar amount of variable
benefits or other variable payments or values
under the policy, and may .guarantee that
expense or mortality results or both will not
adversely affect such dollar amounts. In the

743.275

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 mortality factors
shall be correspondingly specified in the pol- 
icy. " Expense" as used in this subsection
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 § 221

743.273 Standard provisions of never. 
sionary annuities. A policy of reversionary
annuity shall contain in substance the fol- 
lowing 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 c.359 § 4111

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. 
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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
section 408 of the federal Internal Revenue
Code. 

b) A premium deposit fund. 

c) A variable annuity policy. 
d) An investment annuity policy. 
e) An immediate annuity policy. 
f) 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 in- 
surer. [ 1977 c.320 § 21

743.278 Required pprovisions 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 in- 
surer 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, if
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
paid before such two -year period, is less than

20 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- 
ther obligations under the policy. [ 1977 020

31

743.281 Calculation of "minimum non
forfeiture amount." " Minimum nonforfei- 
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 in 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- 
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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
gross consideration less a policy charge of

75; and

b) The percentage shall be 90 percent. 
1977 c.320 § 41

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- 
creased 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. 

743.295

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- 
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 020 §51

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 ayments com- 

mence at optional maturity dilates, 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 c.320 § 61

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
rominent statement to that effect. [ 1977 c.320

71

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
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the cash surrender benefit and the return of
the gross considerations with interest, the
minimum nonforfeiture benefits shall equal
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 reversion- 
ary annuity benefits, or as other policy ben- 
efits additional to life insurance, endowment
and annuity enefits, and considerations for
all such additional benefits, shall be disre- 
garded in ascertaining the minimum non - 
forfeiture amounts and paid -up annuity, cash
surrender and death benefits required by the
Standard Nonforfeiture Law for Individual
Deferred Annuities. The inclusion of such
additional benefits shall not be required in
any aid -up benefits unless the additional
benefits would separately require minimum
nonforfeiture amounts and paid -up annuity, 
cash surrender and death benefits. [ 1977 c.320

81

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 issued upon the
lives of persons who are associated in a

common group formed for purposes other
than the obtaining of insurance, except that
either of the following kinds of policies may
be issued to persons other than those in a
common group: 

a) Group policies of credit life insurance; 
or

b) Group policies of mortgage life insur- 
ance on first and second mortgages secured
by real estate; 

2) Not less than 75 percent of the eli gg- 
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; 

4) The person contracting for the group
coverage shall be responsible for the pay- 
ment of premiums; 

5) For the purposes of this section, the
term " mortgage" includes trust deeds; and

6) As used in this section, " trust deed" 
has the meanin gg'i1ven in ORS 86.705. [ 1967
c.359 § 412; 1971 c.23 § 44; 1991 c. 182 § 4; 1993 c.426 § 11

743.306 Required provisions in group
life insurance policies. ( 1) Except as pro- 
vided in subsection ( 2) of this section a group
life insurance policy shall contain in sub- 
stance the provisions described in ORS
743.309 to 743.342. 

2) The provisions described in ORS
743.327 to 743.339 shall not apply to policies
of group credit life insurance. [ 1967 059 §4131

743.309 Nonforfeiture provisions. If a
group life insurance policy is on a plan of
insurance other than the term plan, it 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 c.359 § 4141

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- 
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 059 §4151

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 in 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 in a written in- 
strument signed by the person. [ 1967 c.359 § 4161

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
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person insured shall be used in any contest
unless a copy of the instrument containing
the statement is or has been furnished to
such pperson or the beneficiary of the person. 
1967 c..359 §4171

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 059 §4181

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 059 §4191

743.327 Payments under policy; pay- 
ment of interest upon failure to ay 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 polic 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 set 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

ntitledequitably e 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
insureds death until the date of payment, at
a rate not lower than that paid by the in- 
surer 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.359 §420; 
1983 054 §31

743.330 Issuance of certificates. A

group life insurance policy shall contain a
provision that the insurer will issue 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. 11967 c.359 § 421j

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 disabilit or other supple- 

mentary benefits, provideapplication 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- 
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 installments or in the form of an an- 
nuity, 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 § 4221

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
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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
life 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 c.359 § 423; 1989 c.784 § 161

743.339 Death during period for con- 
version to individual policy. A group life
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 059 §4241

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.359 § 4251

743.345 Assignability 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 insur- 
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
make, or individual policy it may issue in
accordance with ORS 743.333 to 743.339, 
prior to receipt of notice of the assignment. 
1971 c.231 § 61

743.348 Certain sales practices prohib- 
ited. ( 1) No person selling group life insur- 
ance is authorized to sell membershipp 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
membership in the common group. [ 1989 c.784

61

743350 [ 1979 c.708 § 2; renumbered 743. 100 in 19891

743.351 Eligibility of association to be
group life policyholder; rules. ( 1) An in- 
surer 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 of the
Department of Consumer and Business Serv- 
ices determines that the association satisfies
the following requirements: 

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 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

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. 
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b) " Employees" may include retired em- 
ployees. 

6) The director may adopt rules to carry
out this section. [ 1989 c.784 § 71

743.353 [ 1979 c. 708 § 3; renumbered 743. 101 in 19891

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
Consumer and Business Services determines
that the requirements of subsections ( 2) and
3) of this section are satisfied. This section

applies to a policy to be issued to the trus- 
tees 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
rorietor 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 c.784 § 81

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 § 91

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. 

743.357 [ 1979 c. 708 § 4; renumbered 743.103 in 19891

743.358 Borrowing by certificate hold- 
ers under group life policy. ( 1) An insurer
of a group life insurance policy may author- 
ize certificate holders under the policy to
borrow upon the policy, subject to the fol- 
lowing provisions: 

a) The insurer may require a certificate
holder, in order to borrow on the policy, to
have been a certificate holder under the pol- 
icy for a minimum period specified by the
insurer. 

b) The insurer may require that no pre- 
mium on the policy be in default beyond the
grace period for payment. 

2) An insurer authorizing a certificate
holder under a group life insurance policy
may establish a minimum loan amount, but
the amount may not exceed $ 1, 000. 

3) An insurer may charge a fixed inter- 
est rate not exceeding eight percent per year, 
or an adjustable interest rate. The policy
provision establishing an adjustable interest
rate must comply with ORS 743. 187. The ex- 
emption from a limitation on interest rates
under state law established in ORS 743. 187
for individual life insurance policies also ap- 
plies to interest rates established pursuant to
this section. 

4) The loan value of a certificate shall
be equal to 90 percent of the cash surrender
value of the certificate at the time of the

loan, less any existing indebtedness not al- 
ready deducted, including any unpaid inter- 
est. This subsection does not apply to
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certificates issued under a group policy for
which the loan value is established by fed- 
eral law. [ 1991 c.182 § 91

74330 [ 1979 c. 708 § 5; renumbered 743. 104 in 19891

743365 [ 1979 008 §6; renumbered 743. 106 in 19891

743368 [ 1979 008 §7; renumbered 743. 107 in 19891

743370 [ 1979 008 §8; renumbered 743. 109 in 19891

CREDIT LIFE AND CREDIT
HEALTHINSURANCE

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 money
or a purchaser or lessee of goods, services, 
property, rights or privileges for which pay- 
ment is arranged through a credit transac- 
tion. 

5) " Indebtedness" 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 743.5611

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 in- 
surer 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 743.5641

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
Y39.575 and then 743.5671

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 in- 
debtedness and, where an indebtedness is re- 
payable in substantially equal installments, 
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 743.5701

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 installments
of the indebtedness; and the amount of each
periodic indemnity payment shall not exceed
the original indebtedness divided by the
number of periodic installments. [ Formerly
741. 425 and then 743.5731

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 indebted- 
ness 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
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becomes obligated to the creditor, the term
of the insurance may commence on the date
on which the insurer determines the evi- 
dence to be satisfactory, and in such event
there shall be an appropriate refund or ad- 
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 provided in ORS 743.378. [ Formerly
739.585 and then 743.5761

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 insurance 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 includ- 
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 in- 
surer, 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
appropriate refund shall be made. [ Formerly
739.59? and then 743.5791

743.378 Charges and refunds to debtor. 
1) Each individual policy or group certif- 

icate of credit life or credit health insurance, 
or both, shall provide that in the event of
termination 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
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promptly make an appropriate credit to the
account. 

3) The amount charged to a debtor for
credit life insurance and for credit health
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 743.5821

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 life and credit
health insurance shall not be deemed inter- 
est or charges in connection with loans or
credit transactions. [ Formerly 739.603 and then
743.5851

743380 Claim report and payment. ( 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 739.610 and
then 743.5881

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- 
icy or supplemental policy. [ Formerly 741.0221

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 in- 
demnity 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 in- 
surer' s option either included with the bene- 
fit provision to which they apply or under an
appropriate caption such as EXCEPTIONS, 
or EXCEPTIONS AND REDUCTIONS, pro- 
vided that if an exception or reduction spe- 
cifically applies only to a particular benefit
of the policy, a statement of such exception
or reduction shall be included with the ben- 
efit 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) It 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
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rate table filed with the director. [ Formerly
741. 1201 - 

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 743. 411 to 743.444. Such provisions
shall be preceded individually by the caption
appearing in such sections or, at the option
o the insurer, by such appropriate individual
or group captions or subcaptions as the di- 
rector may approve. [ 1967 c.359 § 4281

743.411 Entire contract; changes. A
health insurance policy shall contain a pro- 
vision as follows: " ENTIRE CONTRACT; 
CHANGES: This policy, including the in- 
dorsements 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 in- 
surer 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 059 §4291

743.412 Coverage for alcoholism treat- 
ment on request; notice; conditions; lim- 
its. A health insurance policy providing
coverage for hospital or medical expenses not
limited to expenses from accidents or speci- 
fied sicknesses shall provide, at the request
of the applicant, coverage for expenses aris- 
ing from treatment for alcoholism. The fol- 
lowing 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 insurers 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 c.632 § 2; 1981
019 §11

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 c.359 § 430; 1% 9 c. 159 § 11

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 poli- 
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cies) days will be granted for the payment of
each premium falling due after the first pre- 
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.359 031; 1989 c.784 § 191

743.420 Reinstatement. ( 1). A health in- 
surance policy shall contain a provision as
follows: " REINSTATEMENT: If any renewal
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 application

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 059 §4321

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 pur- 
pose), or to any authorized agent of the in- 
surer, 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 denial of li- 
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 insureds 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
c.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 g' ing 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

1993 -56 -250



HEALTH AND LIFE INSURANCE

loss must be furnished to the insurer at its
office in case of claim for loss for which this
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 059 §4351

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 pen- 
odic payment will be paid ( insert
period for payment which must not be less
frequently than monthly) and any balance
remaining unpaid upon the termination of li- 
ability will be paid immediately upon receipt
of due written proof." [1967 c.359 § 4361

743.435 Payment of claims. (1) A health
insurance policy shall contain a provision as
follows: " PAYMENT OF CLAIMS: Indem- 
nity for loss of life will be payable in accor- 
dance with the beneficiary designation and
the provisions respecting such payment

which may be prescribed herein and effective
at the time of payment. If no such desig
nation or provision 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 in- 
demnities 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 mar- 
riage of the insured or beneficiary who is
deemed by the insurer to be equitably enti- 
tled thereto. Any payment made by the in- 
surer in good faith pursuant to this provision

743.447

shall fully discharge the insurer to the ex- 
tent of such 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, nurs- 
ing, medical or surgical services may, at the
insurers option and unless the insured re- 
quests 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 rendered by a particular hospital
or person." [ 1967 c.359 § 4371

743.438 Physical examinations and

autopsy. A health insurance policy shall
contain a provision as follows: PHYSICAL
EXAMINATIONS AND AUTOPSY: The in- 
surer at its own expense shall have the right
and opportunity to examine the person of the
insured when and as often as it 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 059 §4381

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 accordance with the requirements of this
policy. No such action shall be brought after
the expiration of three years after the time
written proof of loss is required to be fur- 
nished." [ 1967 059 §4391

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 benefici- 
ary or beneficiaries shall not be requisite to
surrender 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, relat- 
ing to the irrevocable designation of benefi- 
ciary, may be omitted at the insurer' s option. 
196 c.359 § 4401

743.447 Optional provisions, individual
health insurance. Except as provided in
ORS 742.021, provi Esions in a health insur- 
ance policy respecting the matters set forth
in ORS 743.450 to 743.480 shall be in the
words which appear in such sections. Anyy
such provision contained in the policy shall
be preceded individually by the appropriate
caption appearing in such sections or, at the
option of the insurer, by such appropriate
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individual or group captions or subcaptions
as the director may approve. [ 1967 c.359 § 4411

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 clas- 
sified by the insurer as more hazardous than
that stated in this policy or while doing for
compensation anything pertaining to an oc- 
cupation 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 hazardous 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 unearned premium from
the date of change of occupation or from the
policy anniversary date immediately preced- 
ing 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 occur- 
rence of the loss for which the insurer is li- 
able 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 if such filing was not re- 
quired, 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.359 § 4421

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.359 § 4431

743.456 Other insurance in same in- 
surer. ( 1) A health insurance policy may
contain a provision as follows: " OTHER IN- 
SURANCE IN THIS INSURER: If an acci- 
dent' or sickness or accident and sickness
policy or policies previously issued by the
insurer to the insured be in force concur- 
rently herewith, making the aggregate in- 
demnity for ( insert type of coverage
or coverages) in excess of $ ( insert
maximum limit of indemnity or indemnities) 
the excess insurance shall be void and all
premiums paid for such excess shall be re- 
turned 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 mayy
contain a provision as follows: " OTHER IN- 
SURANCE IN THIS INSURER: Insurance
effective at any one time on the insured un- 
der 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 in- 
surer will return all premiums paid for all
other such policies." [ 1967 059 §444) 

743.459 Insurance with other insurers, 
expense incurred benefits. (1) A health in- 
surance policy may contain a provision as
follows: ` INSURANCE WITH OTHER IN- 
SURERS: 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 no- 
tice prior to the occurrence or commence- 
ment of loss, the only liability under any
expense incurred 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 portion 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 service basis, the ` like
amount' of such other coverage shall be
taken as the amount which the services ren- 
dered would have cost in the absence of such
coverage." 

2) If the policy provision set forth in
subsection ( 1) of this section is included in
a policy which also contains the policy pro - 
vision 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 " EXPENSE 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 pro- 
vided 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, 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, automo- 
bile medical payments insurance or coverage
provided by hospital or medical service or- 
ganizations or by union welfare plans or em- 
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ployer or employee 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' 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 in- 
surer 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 059 §4451

743.462 Insurance with other insurers, 
other than expense incurred benefits. ( 1) 
A health insurance policy may contain a
provision 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 in- 
surer 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 in- 
demnities otherwise provided hereunder for
such loss as the like indemnities of which
the insurer had notice ( including the indem- 
nities 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
subsection ( 1) of this section is included in
a policy which also contains the policy
vision 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," ap- 
proved as to form by the director, which de- 
finition shall be limited in subject matter to
coverage provided 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, and
to any other coverage the inclusion of which
may be approved by the director. In the ab- 
sence of such definition such term shall not
include group insurance, or benefits provided
by union welfare plans or by employer or
employee benefit organizations. For the pur- 
pose of applying the policy provision set
forth in this section with respect to any in- 
sured, 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 in- 
surer 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 059 §4461

743.465 Relation of earnings to insur- 
ance. ( 1) A health insurance policy may
contain a provision as follows: " RELATION
OF EARNINGS TO INSURANCE: If the

total monthly amount of loss of time benefits
promised for the same loss under all valid
loss of time coverage upon the insured, 
whether payable on a weekly or monthly ba- 
sis, shall exceed the monthly earnings of the
insured at the time disability commenced or
the average monthly earnin &s of the insured
for the period of two years immediately pre- 
ceding a disability 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 earnings 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 com- 
mences and for the return of such part of the
premiums paid during such two years as
shall exceed the pro rata amount of the ' pre- 
miums for the benefits actually paid here- 
under; but this shall not operate to reduce
the total monthly amount of benefits payable
under all such coverage upon the insured
below the sum of $ 200 or the sum of the
monthly benefits specified in such coverages, 
whichever is the lesser, nor shall it operate
to reduce 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 director, which definition shall
be limited in subject matter to coverage pro- 
vided by governmental agencies or by organ- 
izations 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 coverage
the inclusion of which may be approved by
the director or any combination of such cov- 
erages. In the absence of such definition
such term shall not include any coverage
provided for such insured pursuant to any
compulsory benefit statute ( including any
workers' compensation or employer' s liability
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statute), or benefits provided by union wel- 
fare plans or by employer or employee bene- 
fit organizations. ( 1967 c.359 § 4471

743.468 Unpaid premium. A health in- 
surance policy may contain a provision as
follows: " UNPAID PREMIUM: Upon the
payment of a claim under this policy, any
premium then due and unpaid or covered by
any note or written order may be deducted
therefrom." (1967 c.359 § 4481

743.471 Cancellation provision. A
health insurance policy may contain a pro- 
vision 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 cancellation shall be effective. 
Except as provided under the ` GRACE PE- 
RIOD' provision of this policy for nonpay- 
ment of premium, cancellation shall not

become effective earlier than the 30th day
after the date of the notice. After the policy
has been continued beyond its original 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 computed 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 insurer cancels, 
the earned premium shall be computed ppro

dirata. Cancellation shall be without pre uce
to any claim originating prior to the effective
date of cancellation." ( 1967 c.359 § 449; 1989 c.784
201. 

743.472 Permissible reasons for can- 
cellation or refusal to renew. An insurer
selling 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 individual policy, or if the ground for
cancellation or nonrenewal is any of the fol- 
lowing and is stated as a provision of the
policy: 

1) A fraudulent or material misstatement
made by the applicant in an application for
the health policy. A material misstatement is
subject to any time limit, as specified by law
and included in the policy, for voiding the
policy on the basis of a misstatement. For
purposes of this subsection, a misstatement

may include an incorrect statement or a
misrepresentation, omission or concealment

of fact; 

2) Excess or other insurance in the same
insurer, as described in ORS 743.456; 

3) Nonpayment of premium; or

4) Any other reason specified by the di- 
rector by rule. ( 1989 c.784 § 18; 1991 x182 §51

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 Revised Statutes for further explanation. 

743.474 Conformity with state stat- 
utes. A health insurance policy may contain
a provision as follows: " CONFORMITY

WITH STATE STATUTES: Any provision of
this policy which, on its effective date, is in
conflict with the statutes of the state in
which the insured resides on such date
hereby is amended to conform to the mini- 
mum requirements of such statutes." ( 1967
c.359 § 4501

743.477 Illegal occupation. A health in- 
surance policy ay contain a provision as
follows: " ILLEGAL OCCUPATION: The in- 
surer shall not be liable for any loss to
which a contributing cause was the insured' s
commission of or attempt to commit a felony
or to which a contributing cause was the
insured' s being engaged in an illegal occupa- 
tion." [1967 c.359 § 4511

743.480 Intoxicants and controlled

substances. A health insurance policy may
contain a provision as follows: " INTOX- 
ICANTS AND CONTROLLED SUB- 
STANCES: The insurer shall not be liable for
any loss sustained or contracted in conse- 
quence of the insured' s being intoxicated or
under the influence of any controlled sub- 
stance unless administered on the advice of
a physician." (1967 c.359 § 452; 1979 c.744 § 641

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 lieu thereof in accordance
with the Insurance 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 pol- 
icy, with other provisions to which it may be
logically related, provided the resulting pol- 
icy shall not be in whole or in part

unintelligible, uncertain, ambiguous, 

abstruse, or likely to mislead a person to
whom the policy is offered, ' delivered or is- 
sued. ( 1967 c.359 §4531

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 prevent- 

ing a person other than the insured with a
proper insurable interest from making appli- 
cation for and owning a policy covering the
insured or from being entitled under such a
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policy to any indemnities, benefits and rights
provided therein. [ 1967 c.359 § 4541

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 M of the period for
which premium has been accepted. In the
event the age of the insured has been mis- 
stated 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 li- 
ability of the insurer shall be limited to the
refund, upon request, of all premiums paid

for the period not covered by the policy. 
Formerly 741. 170] 

743.492 Policy return and premium
refund provision. Every health insurance
policy except single premium nonrenewable
policies shall have printed on its face or at- 
tached thereto a notice stating in substance
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
examination 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
policy which the insured has the right to
continue in force for life by the timely pay- 
ment of premiums set forth in the policy, 
during which period the insurer has no right
to make unilaterally any change in any pro- 
vision of the policy while the policy is in
force. 

b) The unqualified term " guaranteed

renewable," except as provided in paragraph
a) of this subsection, may be used only in a

743.498

policy which the insured has the right to
continue in force for life by the timely pay- 
ment of premiums, during which period the
insurer has no right to make unilaterally any
change in any provision of the policy while
the polic 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." [ Formerly 741. 1901
743.498 Statement in pollc of cancel- 

ability or renewability. ( 1) A Zealth insur- 
ance 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 con- 
tain the applicable 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 mat- 
ter: 

a) " THIS POLICY IS NONCANCEL- 
ABLE " ( 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 ( specif )," or " for the period

of ( specify) years from date of
issuance ") if the policy is guaranteed

renewable for such period. 

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 CAN- 
CELED BY THE INSURER ONLY FOR A
REASON PERMITTED BY LAW" if the pol- 
icy 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
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other terms for policies having other guar- 
antees of renewability, provided such terms, 
in the opinion of the director are accurate, 
clear and not likely to be confused with the
terms contained in ORS 743.495 and this
section, and are incorporated in a concise
statement relating to the guarantees of

renewability. 

4) The statement required by this sec- 
tion shall be printed in a type not smaller
than the type used for captions. It shall ap- 
pear prominently on the first page of the
policy and shall be a part of the brief de- 
scription if the policy has a brief description
on its first page. [ Formerly 741.200; 1989 084 §20al

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
department thereof, or

b) Ten or more members, employees or
employees of members of any trade or pro- 
fessional association or of a labor union or
of any other association that has an active
existence for at least two years, has a con- 
stitution or bylaws and is formed in good
faith for purposes other than that of obtain- 
ing insurance. 

2) " Employees" as used in this section
includes the officers, managers and employ- 
ees and retired employees of the employer, 
and the individual proprietor or partners if
the employer is an individual proprietor or
partnership. [ 1967 059 §4591

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 insureds, with or without their depen- 
dents, are each 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 arrange- 
ment 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 designated person acting on be- 
half of such employer or association or un- 
ion. Franchise health insurance premiums
may be paid directly by the covered person
if a periodic certification is made by the em- 
ployer, association or union that the person

is entitled to such coverage. [ 1967 059 §460; 
1971 c.231 § 251

743.520 Sale of union or association
membership to qualify for franchise
health insurance prohibited. No person
soliciting or selling franchise health insur- 
ance may solicit or sell membership in any
association or labor union for the purpose of
qualifying an applicant for franchise health
insurance. ( 1971 c.231 § 41

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 fami- 
lies or one or more of their dependents, or
covering one or more members of the fami- 
lies or one or more dependents of such
groups of persons, 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 offi- 
cers, managers, and employees of the
employer, the individual proprietor or part- 
ners if the employer is an individual proprie- 
tor or partnership, the officers, managers, 

and employees of subsidiary or affiliated cor- 
porations, the individual proprietors, part- 

ners and employees of individuals and firms, 
if the business of the employer and such in- 
dividual or firm is under common control
through stock ownership, contract, or other- 
wise. The term " employees" as used in this
subsection may include retired employees. A
policy issued to insure employees of a public
body may provide that the term " employees" 
shall include elected or appointed officials. 

The policy may provide that the term " em- 
ployees" shall include the trustees or their
employees, or both, if their duties are princi- 
pally connected with such trusteeship. 

2) Under a policy issued to an associ- 
ation, 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 primarily for purposes other than that
of obtaining insurance, which shall be
deemed the policyholder, insuring members, 
employees, or employees of members of the
association for the benefit of persons other
than the association or its officers or trus- 
tees. The term " employees" as used in this
subsection may include retired employees. 
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3) Under a policy issued to the trustees
of a fund established by two or more em- 
ployers in the same or related industry or by
one or more labor unions or by one or more
employers 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 association, or employees of members

of such association for the benefit of persons
other than the employers or the unions or
such association. The term " employees" as

used in this subsection may include the offi- 
cers, managers and employees of the em- 
ployer, and the individual proprietor or

partners if the employer is an individual
proprietor or partnership. The term " employ- 
ees 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
individuals 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
policy. ( 1967 c.359 § 461; 1975 c.229 § 1; 1989 c.784 § 131

743.523 Certain sales practices prohib- 
ited. ( 1) No person selling group health in- 
surance is authorized to sell membership in
an 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 § 1ol

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 in this or another
state, unless the Director of the Department
of Consumer and Business Services deter- 
mines that the association satisfies the re- 
quirements of an association under ORS
743.522 ( 2). 

2) An insurer shall submit evidence to
the director that the association satisfies the
requirements under ORS 743.522 ( 2). The di- 
rector shall review the evidence and may re- 
quest additional evidence as needed. 

743.527

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 health insurance to an associ- 
ation if the director determines that the as- 
sociation does not meet the standards under
ORS 743.522 ( 2). 

5) The director may adopt rules to carry
out this section. ( 1989 084 §111

743.525 f1967 c.359 § 462; repealed by 1981 052 §171
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 coverage under such a policy, 
whether the policy is to be issued in this or
another state, unless the director determines
that the requirements of this section and
ORS 743.522 ( 3) are satisfied. 

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 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 health insurance policy
subject to the provisions of the Insurance
Code. 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. 

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 addi- 
tional evidence as needed. 

4) An insurer shall submit to the direc- 
tor 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 § 121

743.527 When group health insurance
policies to continue in effect upon pay- 
ment of premium by insured individual; 
conditions; required provisions; duration. 

1) Every group health insurance policy de- 
livered or issued for delivery in this state
shall contain in substance the following pro- 
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visions, applicable to the coverage for hospi- 
tal or medical services 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

bargaining agreement, if there is a cessation
of work by employees insured under the pol- 
icy due to a strike or lockout, the policy, 
upon timely payment of the premium, will
continue in effect with respect to those em- 
ployees insured by the policy on the date of
the cessation of work who continue to pay
their individual contribution and who assume
and pay the contribution due from the em- 
ployer. 

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
individual 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 an employer, the employee' s individual
contribution shall be the amount which the
employee and employer would have been re- 
quired 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 hose. 
tal or medical services or expenses provided
under the policy: 

a) A provision that, when employees in- 
sured under the policy pay contributions
pursuant to subsection ( 1)( a) of this section, 
the continuation of insurance under the pol- 
icy is contingent upon the collection of indi- 
vidual contributions by the union

representing 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

pursuant to subsection ( 1)( a) of this section, 
the continuation of insurance under the pol- 
icy on each employee is contingent upon
timely payment of contributions by the em- 
ployees and timely payment of the premium
by the entity responsible for collecting the
individual contributions. 

c) A n that, when employees in- 
sured under the polic pay contributions
pursuant to subsection ((1)( a) of this section, 
each individual premium rate under the pol- 
icy 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 con- 
tains the provision allowed under this para- 
graph, an employee's contribution paid under

subsection ( 1)( a) of this section shall be in- 
creased 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 subsection

1)( a) of this section, if the premium is un- 
paid 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
continuation of the policy as provided in
subsection ( 1)( a) of this section that the di- 
rector may approve. 

3) Nothing in this section shall be
deemed to limit an right which the insurer
may have in accoryance with the terms of a
policy to increase or decrease the premium
rates before, 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 occur. If such a premium rate
change is made, it shall be effective on such
date as the insurer shall determine in accor- 
dance with the terms of the policy. 

4) Nothing in this section shall be
deemed to require continuation of any cov- 
erage in a group health insurance policy in- 
suring employees and which may continue in
effect as provided in subsection ( 1)( a) 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 em- 
ployment with another employer; or

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

11
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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
employee or member, to whom the insurance
benefits are payable, and the applicable

rights and conditions set forth in ORS
743.527, 743.529 and 743.600 to 743.622. If de- 
pendents are included in the coverage, only
one statement need be issued for each family
unit. 

3) A provision that to the group ori- 
ginally insured may be added from time to
time eligible new employees or members or

dependents, as the case may be, in accor- 
dance with the terms of the policy. ( 1967 059

463; 1981 052 §131

743.529 Continuation of benefits after
termination of group health insurance
policy; rules. ( 1) Every group health insur- 
ance policy that provides coverage for hospi- 
tal or medical services or expenses shall
provide that the insurer shall continue its
obligation for benefits under the policy for
any person insured under the policy who is
hospitalized on the date of termination if the
policy is terminated and immediately re- 
placed by a group health insurance policy is- 
sued by another insurer. Any payment

required under this section is subject to all
terms, limitations and conditions of the pol- 
icy except those relating to termination of
benefits. Any obligation by an insurer under
this section continues until the hospital con- 
finement ends or hospital benefits under the
policy are exhausted, whichever is earlier. 

2) The director may adopt rules provid- 
ing for uninterrupted coverage for individ- 
uals insured under a group health insurance
policy providing coverage for hospital or
medical expenses, when such a policy is re- 
placed by a policy of similar benefits, 
whether issued by the same insurer or an- 
other. [ 1977 c.402 § 5; 1991 c. 182 § 61

743.530 Continuation of benefits after
injury or illness covered by workers' 
compensation. Every policy of group health
insurance delivered or issued for delivery in
this state shall contain a provision applicable
to the coverage for hospital or medical serv- 
ices or expenses provided under the policy
that if an employee incurs an injury or ill- 
ness for which a workers' compensation

claim is filed, that policy will continue in ef- 
fect with respect to that employee upon
timely payment by the employee of the pre- 
mium that includes the individual contrib- 
ution and the contribution due from the
employer under the applicable benefit 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
employee first makes payment under this
section. [ 1985 c.634 § 21

Note: See note under 743.700. 

743.531 Direct payment of hospital and
medical services; rate limitations. ( 1) A
group health insurance policy may on re- 
quest by the group policyholder provide that
all or any portion of any indemnities pro- 
vided by such policy on account of hospital, 
nursing, medical or surgical services may, at
the insurer' s option, be paid directly to the
hospital or person rendering such services. 
However, the amount of any such payment
shall not exceed the amount of benefit pro- 
vided by the policy with respect to the ser- 
vice or billing of the provider of aid. The
amount of such payments pursuant to one or
more assignments 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 in- 
sureds who select such providers. An insurer
may utilize such contracts by offering a
choice of plans at the time an insured en- 
rolls, one of which provides benefits only for
services by members of a particular provider
organization with whom the insurer has an
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agreement. If an insured chooses such a plan, 
benefits are payable only for services ren- 
dered by a member of that provider organ- 
ization, 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 provide group policy- 
holders with a current roster of institutional
and professional providers under contract to
provide services at alternative rates under

their group policy and shall also make such
lists available for public inspection during
regular business hours at the insurers prin- 
cipal office within this state. [ 1967 c.359 § 464; 
1985 047 §71; 1989 084 §231

743.532 ( 1987 082 42; repealed by 1989 c.1044 § 73

743.534 ` Blanket health insurance" 
defined. " Blanket health insurance" means

that form of a health insurance covering
groups of persons defined in this section and
issued 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 transportation. 

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 juris- 
dictional unit, or to the head, principal or
governing 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 thereof, 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. 

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 spon- 
sored 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 associ- 
ation, including a labor union, which has a
constitution and bylaws and which has been
organized and is maintained in good faith for
purposes other than that of obtaining insur- 
ance, which shall be deemed the
policyholder, insuring any group of members
or participants defined by reference to speci- 
fied hazards incident to an activity or activ- 
ities 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
discretion of the director, may be properly
eligible 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 059 §4651

743.537 Required provisions, blanket
health insurance policies. A blanket health

insurance 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, 743.423, 743.426, 
743.429, 743.432, 743.438 and 743.441. [ 1967
059 §4661

743.540 Application and certificates
not required, blanket health insurance
policies. An individual application need not
be required from a person insured under a
blanket health insurance policy, nor shall it
be necessary for the insurer to furnish each
person a certificate. [ 1967 059 §4671

743.54$ Facility of payment, blanket
health insurance policies. All benefits un- 
der a blanket health insurance policy shall
be payable to the person insured, or to the
designated beneficiary or beneficiaries of the
person, or to the estate of the person, exceppt
that if the person insured is a minor or oth- 
erwise 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 in- 
demnities provided by such policy on account
of hospital, nursing, medical or surgical

services may, at the option of the insurer
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 the policy may not require that the
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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 insurance so paid. [ 1967 c.359

4681

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
insurance 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. 
f1967 c.359 § 4691

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 ben- 
efits payable below an amount equal to 100
percent of total allowable expenses, except
as provided for in a collective bargaining
agreement. ( 1973 c. 143 § 2; 1989 c. 1080 § 21

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
provision. [ 1973 c. 143 § 31

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
policy containing a provision described in
ORS 743.549 which is issued more than 90
days after June 26, 1973. Policies which are
in existence 90 days after June 26, 1973, shall
be brought into compliance on the next an- 
niversary date, renewal date or the expira- 
tion date of the applicable collectively

bargained contract, if any, whichever date is
latest. [ 1973 c. 143 § 41

743.556 Group health insurance cover- 
age for treatment of chemical depend- 
ency, including alcoholism, and for
mental or nervous conditions. A group
health insurance 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 condi- 
tions. 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 polic including but not
limited to provisions re sting to deductibles
and coinsurance. Deductibles and

coinsurance for treatment in health care fa- 
cilities or residential programs or facilities
shall be no greater than those under the
policy for expenses of hospitalization in the
treatment of illness. Deductibles and

coinsurance for outpatient treatment shall be
no greater than those under the policy for
expenses of outpatient 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 use 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 be- 
ing requested by the Joint Commission on
Accreditation of Hospitals or the -Commis- 
sion on Accreditation of Rehabilitation Fa- 
cilities. 

c) Inpatient programs provided by health
care facilities as defined in ORS 442.015. 
Residential, outpatient, or day or partial
hospitalization programs offered by or

through a health care facility must meet the
requirements of either paragraph ( a) or ( b) 
of this subsection in order to be eligible for
reimbursement. 

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
treatment plans are approved by a person
described in ORS 430.010 ( 4)(d) and which

meet the standards established under sub- 
section ( 3) of this section. 
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3) Subject to ORS 430.065, the office of
Alcohol and Drug Abuse Programs shall
adopt rules relating to the approval, for in- 
surance reimbursement purposes, of

noninpatient chemical dependency programs
that are not related to the division or any
county mental health program. The Mental
Health and Developmental Disability Serv- 
ices Division shall adopt rules relating to the
approval, for insurance reimbursement pur- 
poses, of noninpatient programs for mental
or nervous conditions that are not related to
the division or any county mental health
program. 

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
dependency and mental or nervous condi- 
tions. The Mental Health and Developmental
Disability Services Division and the office of
Alcohol and Drug Abuse Programs jointly
shall develop specific standards related to
such programs for program approval pur- 
poses and shall adopt rules relating to the
approval, for insurance reimbursement pur- 
poses, of such noninpatient programs that
are not related to the office or the division
and any county mental 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
psychological relationship, or both, that in- 
terferes 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 serv- 
ices for the treatment of chemical

dependency or, for the treatment of mental
or nervous conditions. 

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 sec- 
tion, a policy shall not limit the total of
payments for all treatment of any kind under
this section for chemical dependency, to- 
gether 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 request- 
ing payments for treatment of any kind for
chemical dependency, 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 adolescents. 

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 diagno- 
sis of a mental or nervous condition. 

8) The higher benefit levels in this sec- 
tion for children or adolescents are in recog- 
nition of the longer period of treatment and
the greater levels of staffing that may. be re- 
quired for children or adolescents and are
intended to permit more services to meet the
needs 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 treat- 
ment in hospitals and other health care fa- 
cilities thereunder: 

a) For chemical dependency to an

amount less than $4,500 for adults and $ 4, 000
for children 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
residential 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 children 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
payments for inpatient, residential and day
or partial hospitalization program care or
treatment: 

a) For chemical dependency to an

amount less than $ 8,500 for children or ado- 
lescents; and

b) For mental or nervous conditions to
an amount less than $ 8,500 for adults and

10,500 for children or adolescents. 
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13) Except as permitted by subsections
1) and ( 6) of this section, in 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 children or adolescents; and

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

14) If so specified in the policy, outpa- 
tient coverage may include follow -up in -home
service associated with any health care fa- 
cility, residential, day or partial

hospitalization or outpatient services. The
policy may limit coverage for in -home service
to persons who have completed their initial
health care facility, residential, day or par- 
tial hospitalization or outpatient treatment
and did not terminate that initial treatment
against advice. The policy may also limit
coverage for in -home service 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
appropriate utilization under criteria incor- 
porated into such policies, either directly or
y reference. 

16) A group health insurance policy may
provide, with - respect to treatment for chem- 
ical 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 in- 
surer in one part of the state may be differ- 
ent 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 facili- 
ties, day or partial hospitalization programs
or, outpatient services less than the propor- 
tion of coinsurance required for treatment in
health care facilities. 

b) Subject to the patient or client confi- 
dentiality provisions of ORS 40.235 relating
to physicians, ORS 40.240 relating to nurse
practitioners, ORS 40.230 relating to psy- 
chologists and ORS 40.250 and 675.580 relat- 
ing to licensed clinical social workers, 

review for level of treatment of admissions
and continued stays for treatment in health
care facilities, residential programs or facili- 
ties, day or partial hospitalization programs
and outpatient services by either insurer
staff or personnel under contract to the in- 
surer, or by a utilization review contractor, 
who shall have the authority -to certify for
or deny level of payment: 

A) This review shall be made accordingg
to criteria made available to providers in ad- 
vance upon request. 

B) To facilitate implementation of utili- 
zation review programs by insurers, the of- 
fice of the Director of Human Resources
shall draft an advisory or model set of crite- 
ria for appropriate utilization of inpatient, 
residential, day or partial hospitalization, 
and outpatient facilities, programs and serv- 
ices by adults children and adolescents, and
persons with both a chemical dependency di- 
agnosis and a mental or nervous condition. 

These criteria shall be consistent with this
section and shall not be binding on any in- 
surer or other party. However, at the time
of contract negotiation or amendment, with

the agreement of the parties to the contract, 
any insurer may adopt the criteria or similar
criteria with or without modification. The
office of the director shall revise these crite- 
ria at least every two years. In developing
and revising these criteria, the office of the
director shall organize a technical advisory
panel including, representatives of the De- 
partment of Consumer and Business Services, 
the office of Alcohol and Drug Abuse Pro- 
grams, the Mental Health and Developmental
Disability Services Division, the Health Di- 
vision, the insurance industry, 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 un- 
der the direction of a medical or osteopathic
physician licensed by the Board of Medical
Examiners for the State of Oregon; a psy- 
chologist licensed by the State Board of Psy- 
chologist 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 Work- 
ers, with physician consultation readily
available. The reviewer shall have expertise
in the evaluation of mental or nervous con- 
dition services or chemical dependency serv- 
ices. 

D) Review may involve prior approval, 
concurrent review of the continuation of
treatment, post - treatment review or any
combination of these. However, if prior ap- 
proval is required, provision shall be made to
allow. for payment of urgent or emergency
admissions, 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 ad- 
vance inquiries regarding the appropriate- 
ness of a particular admission to a treatment
program. Insurers shall provide a timely re- 
sponse to such inquiries. Approval of a par- 

1993 -56 -263



743SM INSURANCE

ticular admission does not represent a

guarantee of future 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 subsection ( 16)( b) of
this section, a utilization review contractor
is a professional review organization or sim- 
ilar entity which, under contract with an in- 
surance carrier, performs certification of

reimbursability of level of treatment for ad- 
missions and maintained stays in treatment
programs, facilities or services. 

18) For purposes of subsection ( 16)( b) of
this section, when implemented through an
insurance contract, reimbursability of inpa- 
tient treatment requires demonstration that
medical circumstances require 24 -hour nurs- 
ing care, or physician or nurse assessment, 
treatment or supervision that cannot be
readily made available on an outpatient ba- 
sis, or in: 

a) The current living situation; 
b) An alternative, nontreatment living

situation; 

c) An alternative residential program or
facility; or

d) A day or partial hospitalization pro- 
gram. 

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

a) Are not presently appropriate and
available; 

b) Cannot be readily and timely made
available; and

c) Cannot meet documented needs for
nonmedical supervision, protection, assist- 

ance 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 exist- 
ing negative influences in the occupational, 
social and living situations; risks to self or
others; and readiness to participate consist- 
ently in treatment. 

20) For purposes of subsection ( 16)( b) of
this section, reimbursability of treatment at
the level for outpatient facility, service or

program shall require demonstration that
treatment is justified, considering the indi- 
vidual' s history, and the current medical, oc- 
cupational, social and psychological

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 fol- 
lowing two consecutive contract years. 

23) Health maintenance organizations, 
as defined in ORS 750.005 ( 3), shall be sub- 
ject to the following conditions and require- 
ments in their provision of benefits for
chemical dependency or mental or nervous
conditions to enrollees: 

a) Notwithstanding the provisions of
subsection ( 1) of this section, health mainte- 
nance organizations may establish reasonable
provisions 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 es- 
tablishing durational limits which are

actuarially equivalent to the benefits re- 
quired 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 organiza- 
tion, 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 accord - 
ing to ORS 743.531 or 750.005, subject to the
following conditions: 

a) An insurer or health care service
contractor may establish limits for con- 
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tracted services which are actuarially equiv- 
alent to the benefits required by this section, 
so long as the same range of treatment set- 
tings is made available. 

b) An insurer or health care service
contractor, other than a health maintenance
organization, may negotiate with contracting
providers as to the cost of actuarially equiv- 
alent benefits, and such actuarially equiv- 
alent benefits for services of contracting
providers shall be deemed to equal the mini- 
mum benefit levels specified in this section. 

c) An insurer or health care service
contractor is not required to contract with
all eligible providers, and payment for cov- 
ered 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 non - 
contracting providers of other health serv- 
ices under the same group polio or contract. 
The insured shall have the nglit to use the
services of a noncontracting provider of
services for the treatment of chemical de- 
pendency or mental or nervous conditions. 
Policies described in this subsection shall be
subject to the provisions of subsection ( 1) of
this section, whether or not the services for
chemical dependency 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 sub- 
section and that actuarially equivalent serv- 
ices of contracting providers equal or exceed
services obtainable with the minimum bene- 
fits specified in this section. 

25) The intent of the Legislative Assem- 
bly in adopting this section is to reserve
benefits for different types of care to en- 
courage cost effective care and to assure

continuing access to levels of care most ap- 
propriate for the insured' s condition and
progress. 

26) The director, after notice and hear- 
ing, may adopt reasonable rules not incon- 
sistent with this section that are considered

necessary for the proper administration of
these provisions. [ 1987 c.411 § 2; 1989 c.721 § 55; 1991
c.67 § 198; 1991 c.470 § 19; 1991 c.654 § 21

Note: Section 6a, chapter 916, Oregon Laws 1991, 
provides: 

Sec. 6a. Le slative Assembly to determine
whether Health Services Commission priority list

to replace mandated benefits. The Legislative As- 
sembly shall determine whether the funded Health
Services Commission , list shall replace man- 
dated benefits in ORS 743.556. [ 1991 c.916 § 6al

Note: Section 7, chapter 411, Oregon Laws 1987, 
provides: 

Sec. 7. Application of ORS 743.700 to ORS
743SM and 750.055. ORS 743.145 [ renumbered 743.7001
does not apply to section 2 of this Act [ 743.5561 because
section 2 of this Act constitutes a reenactment of ORS
743.557 and 743.558 or to ORS 750.055 because of its
amendment by this Act. [ 1987 c.411 § 71

743.657 [ 1975 c.698 § 2; 1977 c.632 § 3; 1981 c.319 § 2; 
1983 c.601 § 5; repealed by 1987 c.411 § 91

743.568 [ 1973 c.613 § 2; 1983 c.601 § 6; repealed by 1987
c.411 § 91

743159 [ 1983 c. 601 § 12; repealed by 1991 c. 182 § 201
743.560 Notice upon termination of

policy; effect of failure to notify. ( 1) An
insurer of a group health insurance policy
providing coverage for hospital or medical
expenses, other than coverage limited to ex- 
penses from accidents or specific diseases, 
shall notify the group policyholder, the Bu- 
reau of Labor and Industries and the De- 
partment of Consumer and Business Services
when the policy is terminated and the cover- 
age is not replaced by the group
policyholder. The notice required under this
subsection: 

a) Must be given on a form prescribed
by the department; 

b) Must explain the rights of the certif- 
icate holders regarding continuation or con- 
version of coverage provided by federal and
state law; and

c) Must be given by mail and must be
mailed not later than 10 working days after
the date on which the group policy termi- 
nates according to the terms of the policy. 

2) A group health insurance policy to
which subsection ( 1) of this section applies
shall contain a provision requiring the in- 
surer to notify the group policyholder, the
Bureau of Labor and Industries and the De- 
partment of Consumer and Business Services
when the policy is terminated and the cover- 
age is not replaced by the group
policyholder. Each certificate issued under
the policy shall also contain a statement of
the provision required under this subsection. 

3) If an insurer fails to give notice as
required by this section, the insurer shall
continue the group health insurance policy
of the group policyholder in full force from
the date notice should have been provided
until the date that the notice is received by
the policyholder, the Bureau of Labor and
Industries and the Department of Consumer
and Business Services, whichever date is the
latest, and shall waive the premiums owing
for the period for which the coverage is con- 
tinued under this subsection. The time pe- 
riod within which the certificate holder may
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exercise any right to continuation or con- 
version shall commence on the date that the
policyholder, the Bureau of Labor and Indus- 
tries and the Department of Consumer and
Business Services receive the notice, which- 
ever date is the latest. 

4) The insurer shall supply the employer
holding the terminated policy with the nec- 
essary information for the employer to be
able to notify properly the employee of the
employee' s right to continuation or conver- 
sion of coverage under state and federal law. 
1991 c.673 MA 1993 c.454 § 11

743.561 [ Formerly 739.565; renumbered 743.371 in
19891

743.562 Applicability of ORS 743.560. 
ORS 743. 560 applies to multiple employer
trusts when an employer ceases to partic- 
ipate therein. [ 1991 c.673 § 51

743.564 [Formerly 739.570; 1969 c.336 § 13; 1989 c. 1073
l; renumbered 743. 372 in 19891

745.567 [ Formerly 739.575; renumbered 743.373 in
19891

743.570 [ 1967 c.359 §473; renumbered 743.374 in 19891

743.573 [ Formerly 741.425; renumbered 743.375 in
19891

743.576 [ Formerly 739.585; renumbered 743.376 in
19891

743.579 [ Formerly 739.590; renumbered 743.377 in
19891

743ZM [ Formerly 739.600; renumbered 743. 378 in
19891

743.585 [ Formerly 739.603; renumbered 743.379 in
19891

743.588 [ Formerly 739.610; renumbered 743.380 in
19891

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
children whose coverage under the policy
otherwise would terminate because of the
death of the certificate holder if the surviv- 
ing 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 di- 
vorced or legally separated spouse and any
dependent children whose coverage under
the policy otherwise would terminate be- 

cause of the dissolution of marriage or legal
separation, if the divorced or legally sepa- 
rated spouse is 55 years of age or older at
the time of the dissolution or legal sepa- 
ration. 

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
eligible under subsection ( 1) of this section
if such coverage is or was available to the
certificate holder. [ Formerly 743.8511

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 le- 
gally separated or divorced spouse. 

3) Within 30 days of the death of a cer- 
tificate holder whose surviving spouse is eli- 
gible for continued coverage under ORS
743.600, the group policy holder shall give
the plan administrator written notice of the
death and of the mailing address of the sur- 
viving spouse. 

4) Within 14 days of receipt of notice
under 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; 

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

c) Instructions for returning the election
form by mail within 60 days after the- date
of mailing of the notice by the plan adminis- 
trator. 

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. 
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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 received by the legally separated, 
divorced or surviving spouse. 

7) The provisions of ORS 743. 600 to
743. 602 apply only to employers with 20 or
more employees and group health insurance
Plans with 20 or more certificate holders. 
Formerly 743.8521

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 sepa- 
rated, 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 ex- 
ceed 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 ori- 
ginal policy had not been terminated; 

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 743.8531
743.603 [ Formerly 744.070; renumbered 742.200 in

19891

743.610

745.608 [ 1967 c.359 § 481; 1967 c.453 § 3; renumbered
742.202 in 19891

743.607 [ 1967 c.453 § 2; renumbered 742.204 in 19891
743.609 [ 1967 059 §482; 1971 c.231 § 26; renumbered

742.206 in 19891

743.610 Continuation of coverage un- 
der group policy upon termination of
employment or membershi]p or dissol- 
ution of marriage; applicability of waiting
period to rehired employee. ( 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 certificate holders whose coverage un- 
der the policy otherwise would terminate be- 
cause of termination of employment or

membership may continue coverage under
the policy for themselves and their eligible
dependents as provided 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
termination of employment or membership. 

3) Continuation of coverage shall not be
available to a certificate holder who is eligi- 
ble for: 

a) Federal Medicare coverage; or
b) Coverage for hospital or medical ex- 

penses under any other rogram which was

not covering the certifiicate 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
employment or membership terminated and
the date on which the employer or group
policyholder gave the certificate holder no- 
tice of the right to continue coverage. How- 
ever, a certificate holder may not make a
request for continuation more than 31 days
after the date of termination of employment
or membership. 

6) A certificate holder who requests
continuation of coverage must pay the pre- 
mium on a monthly basis and in advance, as
provided in this subsection. The certificate
holder shall pay the premium to the insurer
or to the employer or policyholder, which- 
ever the group policy provides. The required
premium payment may not exceed the group
premium rate, for the insurance being con- 
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tinued under the group policy, as of the date
the premium payment is due. The certificate
holder must pay the first premium 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 termination 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
payment. 

c) 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 ter- 
minated or the certificate holder' s employer
terminates participation under the policy. 
However, if the employer replaces the cover- 
age which is terminating for the certificate
holder with similar coverage under another
group policy: 

A) The certificate holder may obtain
coverage under the replacement group policyy
for the balance of the period that the certif- 
icate 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 re- 
placement group policy shall be the applica- 
ble 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
respect 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
section. 

c) A spouse who requests continuation
of coverage under this subsection must pay
the premium for the spouse and any depend- 
ent children, on a monthly basis and in ad- 
vance, as provided in this paragraph. The
spouse shall pay the premium to the insurer
or to the employer or policyholder, which- 

ever the group policy provides. The required
premium payment under this subsection may
not exceed the group premium rate, for the
insurance being 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 cover- 
age under the employer' s group health in- 
surance policy if the certificate holder was
eligible for coverage at the time of the ter- 
mination and regardless of whether the cer- 

tificate holder continued coverage during the
layoff. 

10) This section applies only to emplo - 
ers who are not required to make available
continuation of health insurance benefits
under Titles X and = 1 of the Consolidated
Omnibus Reconciliation Act of 1:985, as

amended, P.L. 99 -272, April 7, 1986. [ Formerly
743.8501

743.611 Conversion of coverage under
group policy to individual policy. ( 1) Ex- 
cept as provided in subsection ( 10) of this
section, a group health insurance policy pro- 
viding coverage for hospital or medical ex- 
penses, other than coverage limited to
expenses from accidents or specific diseases, 
shall contain a provision that a certificate

holder whose insurance under the policy ter- 
minates may obtain an individual health in- 
surance policy from the insurer without
furnishing evidence of insurability. Coverage
under the individual 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 holders coverage
under 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 enti- 
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tled 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 con- 
tribution under the group policy. 

3) To obtain the individual health insur- 
ance policy, the certificate holder must sub- 
mit 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 un- 
der the group policy. The individual policy
shall become effective 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
applicable to the age and class of risk of
each individual to be covered under the pol- 
icy 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 sepa- 
rate individual policy shall be the same as
the individual policy coverage provided the
certificate holder. 

6) The insurer is not required to provide
coverage for an individual under an individ- 
ual policy issued pursuant to this section if: 

a) The individual is eligible for federal
Medicare coverage; or

b) The individual is covered under an- 
other individual policy providing benefits
similar 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 indi- 
vidual policy issued pursuant to this section
would result in ovennsurance according to
the insurer' s standards. An individual policy
issued under this section may provide that
the insurer at any time may request infor- 
mation of any individual covered under the
policy in order to determine whether the in- 
dividual 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 reasons: 

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 indi- 
vidual policy. 

d) That the individual is eligible for fed- 
eral Medicare coverage. 

e) Any other reason that the director
allows by rule. 

8) The insurer shall not be required un- 
der this section to issue an individual policy
providing hospital and medical benefits in
excess of the benefits provided under the
group olicy giving rise to the issuance of
the individual policy. 

9) The individual policy shall not ex- 
clude as a preexisting condition any condi- 
tion covered by the group policy. However, 
the individual policy may provide that hospi- 
tal 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 under the individual policy
and the benefits payable under the group
policy shall not exceed in total the benefits
that would have been payable had the indi- 
vidual' s coverage under the group policy re- 
mained in force. 

10) Instead of issuing an individual pol- 
icy as provided in this section, the insurer
may provide coverage under a group poll
thatthat is at least as favorable to each individ- 
ual exercising the right to obtain coverage. 

11) A group health insurance policy pro- 
viding coverage for hospital or medical ex- 
penses, other than expenses arising from
accidents or specific diseases, shall contain
a provision that makes conversion available
if the employer terminates the policy or par- 
ticipation under the policy. Such conversion
need not be made available if the terminated
insurance is replaced by similar coverage
under another group policy within 31 days
of the termination. [ Formerly 743.855; 1991 c.673

61

743.612 [ 1967 059 §483; 1985 c. 465 § 3; renumbered
742.208 in 19891

743.613 Individual policy plans. ( 1) The
certificate holder may obtain an individual
policy issued under ORS 743.611 under one
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of the following plans, as selected by the
certificate 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
hospital room and board expense benefit; and

C) Surgical expenses according to a sur- 
gical procedures schedule consistent with

those customarily offered by the insurer un- 
der group or individual health insurance pol- 
icies 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 corresponding maximum under Plan A; 
and

B) The maximum surgical expense bene- 
fit 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 corresponding maximum under Plan A; 
and

B) The maximum surgical expense bene- 
fit 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 ex- 
pense benefit for Plans A, B and C, the di- 
rector shall round the actual amounts to the
nearer multiple of $10. [ Formerly 743.8601

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 ad- 
dition to the plans required by ORS 743.613. 
If an insurer customarily offers individual
policies on a service basis, the insurer may
make available individual policies on a ser- 
vice basis rather than on an expense - 

incurred basis, upon approval of the

individual policies for this purpose by the di- 
rector. A health maintenance organization

qualified pursuant to Title XIII of the Public
Health Service Act ( 42 U.S.C. 300e et seq.) 
is required to make available only coverage
under an individual policy which meets the
requirements of that Act. [ Formerly 743.8651

743.615 [ 1967 c.359 §484; renumbered 742.210 in 19891

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 eli- 
gible 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
coverage as if the group coverage had termi- 
nated at retirement. [ Formerly 743.8701

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
reduction or termination of coverage of any
individual upon eligibility for federal Medi- 
care coverage or coverage under any other
state or federal law providing for benefits
similar to those provided by the individual
policy. [ Formerly 743.8751

743.618 [ 1967 c.359 § 485; renumbered 742.212 -in 19891

743.619 Availability of coverage under
individual policy to persons 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 under 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
period that coverage under the policy is con- 
tinued 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 con- 
tinuation 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 ter- 
minates at the same time, within 31 days
following the date on which coverage under
the group policy would terminate because
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the spouse is no longer a . qualified family
member or at any time thereafter during the
period that coverage under the group policy
is continued under ORS 743.610 ( 8). 

4) A child of a certificate holder may
exercise 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 individual 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
ppolicy terminates because the child is no
lon er a qualified family member. [ Formerly
743.] 

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 policyy, 
the individual policy may offer benefits sub- 
stantially similar to those provided under the

9OUp policy instead of those required under
S 743.613. [ Formerly 743.8851
743.621 ( 1967 c.359 §486; renumbered 742.214 in 19891

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 pol- 
icy issued as a conversion from a group pol- 
icy delivered in that jurisdiction. [ Formerly
74.8901

749.624 [ 1967 c.359 § 487; renumbered 742.216 in 19891
743.627 ( 1967 c.359 §488; renumbered 742.218 in 19891

743.630 [ 1967 c.359 §489; renumbered 742.220 in 19891

744.633 [ 1967 c.359 §490; renumbered 742.222 in 19891

743.636 [ 1967 c.359 § 491; 1989 c.426 § 2; renumbered
742.224 in 19891

748.839 [ 1967 c.359 §492; renumbered 742.226 in 19891

743.642 [ 1967 c.359 §493; renumbered 742.228 in 19891
743.645 ( 1967 c.359 § 494; 1989 c.426 § l; renumbered

742.230 in 19891

743.648 (1967 c.359 §495; renumbered 742.232 in 19891

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 cited as the " Long Term Care Insurance
Act." 

2) The purpose of ORS 743.650 to
743.656, 748.603 and 750.055 is to: 

a) Promote 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; 

743.652

d) Establish standards for long term care
insurance; 

e) Facilitate public understanding and
comparison of long term care insurance poli- 
cies; 

f) Facilitate flexibility and innovation in
the development of long term care insurance
coverage; and

gg) Assure that Oregon residents who
purchase insurance for long term care shall
have access to policies providing for a com- 
prehensive 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 in 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 substance of other applicable insur- 
ance laws insofar as such laws do not con- 
flict with ORS 743.650 to 743.656, 748.603 and
750.055, except that laws and rules designed
and intended to apply to Medicare supple- 
ment insurance policies shall not be applied
to long term care insurance. A policy that is
not advertised, marketed or offered as long
term care insurance or nursing home insur- 
ance is not required to meet the require- 
ments of ORS 743.650 to 743.656, 748.603 and
750.055. [ 1989 c.1022 §§ 12,31

743.651 [ 1967 c.359 § 496; renumbered 742.234 in 19891

743.652 Definitions for ORS 743.650 to
743.656. As used in ORS 743.650 to 743.656, 
748.603 and 750.055, unless the context re- 
quires 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 Consumer and Business Serv- 
ices. 

4) " Elimination period" 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. 
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6) " Group long term care insurance" 
means a long term care insurance policy that
is delivered or issued for delivery in this
state and issued to: 

a) One or more employers or labor or- 
ganizations, or to a trust or to the trustees
of a fund established by one or more em- 
ployers or labor organizations, or a combina- 
tion thereof, for employees or former
employees or a combination thereof, or for
members or former members, or a combina- 
tion thereof, of the labor organizations; or

b) Any professional, trade or occupa- 
tional association for its members or former
or retired members, or combination thereof, 
if such association: 

A) Is composed of individuals all of
whom are or were actively engaged in the
same profession, trade or occupation; and

B) Has been maintained in good faith for
purposes other than obtaining insurance; or

c)( A) An association or a trust or the
trustee of a fund established, created or

maintained for the benefit of members of one
or more associations. Prior to advertising, 
marketing 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
association or associations have been organ- 
ized and maintained in good faith for pur- 
poses other than that of obtaining insurance; 
have been in active existence for at least one
year; and have a constitution and bylaws
that provide that: 

i) The association or associations hold
regular meetings not less than annually to
further purposes of the members; 

ii) 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
association 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 pub- 
lic; 

B) The issuance of the group policy
would result in economies of acquisition or
administration; and

C) The benefits are reasonable in re- 
lation to the premiums charged. 

7) " Long term care insurance" means

any insurance advertised, marketed, offered
or designed to provide coverage for not less
than 24 months for each covered person on
an expense incurred, indemnity, prepaid or
other basis; for one or more functionally
necessary or medically necessary services, 
including but not limited to nursing, diag- 
nostic, preventive, therapeutic, rehabilitative, 
maintenance or personal care services, pro- 

vided in a setting other than an acute care
unit of a hospital. " Long term care

insurance" includes group and individual
policies or riders whether issued by insurers; 
fraternal benefit societies; nonprofit health, 
hospital and medical service corporations; 
prepaid health plans; health maintenance or- 
ganizations, health care service contractors
or any similar organization. " Long term care
insurance" shall not include any insurance
policy which is offered primarily to provide
basic Medicare supplement coverage, basic
hospital expense coverage, basic medical - 
surgical expense coverage, hospital confine- 
ment indemnity coverage, major medical

expense coverage, disability income pro- 

tection coverage, catastrophic coverage, ac- 
cident 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; non- 
profit health, hospital or medical service
corporation; prepaid health plan; health
maintenance organization, health care ser- 
vice contractor or any similar organization. 
1989 c. 1022 § 4; 1993 c.744 § 301

743.653 Prohibition on certain policies. 
No group long term care insurance coverage
may be offered to a resident of this state un- 
der a group policy issued in another state to
a group described in ORS 743.652 ( 6)( d), un- 

less the other state has statutory and regu- 
latory long term care insurance requirements
substantially similar to those adopted in this
state and the director has made a determi- 
nation that such requirements are substan- 

tially similar. [ 1989 c.1022 § 5; 1991 c.67 § 1991
743.654 [ 1967 059 §497; renumbered 742.236 in 19891

743.655 Rules; disclosure; contents of
policy. ( 1)( a) The director shall adopt rules
that include standards for full and fair dis- 
closure setting forth the manner, content and
required disclosures for the sale of long term
care insurance policies, terms of

renewability, initial and subsequent condi- 
tions of eligibility, nonduplication of cover- 
age provisions, coverage of dependents, 
preexisting conditions, termination of insur- 
ance, program for public understanding, con- 

1993 -56 -272



HEALTH AND LIFE INSURANCE 743.655

tinuation or conversion, probationary
periods, limitations, exceptions, reductions, 

elimination periods, underwriting at time of
application, requirements for replacement, 
recurrent conditions and definitions of terms. 
The director shall adopt rules establishing
standards for loss ratios and reserves, pro- 
vided that a specific reference to long term
care insurance is contained in the rules. 

b) In adopting rules setting standards
under this section, the director shall give
timely notice to, and shall consider

recommendations from the Director of Hu- 
man 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 cov- 
erage for skilled care in a facility than cov- 
erage for lower levels of care. This
evaluation of the amount of coverage pro- 
vided shall be based on aggregate days of
care covered for lower levels of care, when
compared to days of care covered 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 certif- 
icate issued to a group, as defined in ORS
743.652 ( 6)( a), ( b) or (c), shall use a definition
of " preexisting condition" which is more re- 
strictive than the following: " Preexisting
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 services, 
within six months preceding the effective
date of coverage of an insured person. 

b) No long term care insurance policy
or certificate other than a policy or certif- 
icate thereunder issued to a group as defined
in ORS 743.652 ( 6)(a), ( b) or ( c) may exclude
coverage 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 cover- 
age of an insured person. 

c) The director may extend the limita- 
tion periods set forth in paragraphs ( a) and
b) of this subsection as to specific age group

categories or specific policy forms upon find- 
ings that the extension is 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 underwritingg in accor- 
dance with that insurer's established under- 
writing standards. Unless otherwise provided
in the policy or certificate, a preexisting
condition, regardless of whether it is dis- 
closed on the application, need not be cov- 
ered until the waiting period described in
paragraph ( b) of this subsection expires. No
long term care insurance policy or certificate
may exclude or use waivers or riders of any
kind to exclude, limit or reduce coverage or
benefits for specifically named or described

E diseases or physical conditions
beyond the waiting period described in para- 
graph ( b) of this subsection, unless such

waiver or rider has been specifically ap- 
proved 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 exam- 
ination of the policy, the policyholder is not
satisfied 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 re- 
funded if, after examination 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
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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
notice prominently printed in 10 point type
on the first page or attached thereto stating
in substance that the insured person 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. 

6)( a) An outline of coverage shall be de- 
livered to a prospective applicant for long
term care insurance at the time of initial
solicitation through means which promi- 

nently direct the attention of the recipient
to the document and its purpose. 

A) The director shall prescribe a stand- 
ard format including style, arrangement and
overall appearance and the content of an
outline of coverage. 

B) In the case of agent solicitations, an
agent must deliver the outline of coverage
prior to the presentation of an application or
enrollment form. 

C) In the case of direct response solic- 
itations, the outline of coverage must be
presented in conjunction with any applica- 
tion 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 in
the policy; 

C) A statement of the terms under
which the policy or certificate, or both, may
be continued in force or discontinued, in- 
cluding any reservation in the policy of a
right to change premium. Continuation or

conversion provisions of group coverage shall
be specifically described; 

D) A statement that the outline of cov- 
erage is a summary only, not a contract of
insurance, and that the policy, or group mas- 
ter policy contains governing contractual
provisions; 

E) A description of the terms under
which the policy or certificate may be re- 
turned 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, mar- 

keted or offered as long term care or nursing
home. insurance unless it complies with the
provisions 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 0022 §§6,7; 1991 c.67 § 2001

743.656 Eligibility for benefits; provid- 
ers required to be covered. ( 1) No long
term care insurance policy shall be delivered
or issued for delivery in this state after Jan- 
uary 1, 1992, unless such policy determines
eligibility for benefits through a determi- 
nation that is not more restrictive than re- 
quiring 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. 
c) The insurer shall approve nursing

home, assisted living, home care, adult foster
home and any other roviders of covered

services by using standards that have been
submitted to and approved by the director in
consultation with the Director of Human
Resources. 

2) After January 1, 1992, no long term
care policy shall be sold in this state that
offers only nursing home benefits. [ 1989 c.1022

13,14] 

743.657 [ 1967 c.359 §498; renumbered 742.238 in 19891
743x660 [ 1967 059 §499; renumbered 742.240 in 19891

743.663 [ 1967 c.359 §500; renumbered 742.242 in 19891

743.666 [ Formerly 744.125; renumbered 742.244 in
1989] 

743.668 [ Formerly 744.130; renumbered 742.246 in
198.9] 
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743.672 [ Formerly 744.430; renumbered 742.248 in
19891

743.675 [ Formerly 744.440; renumbered 742.250 in
19891

743.678 [ Formerly 744.450; renumbered 742.252 in
19891

Medicare Supplement) 

743.680 Definitions for ORS 743.680 to
743.689. As used in ORS 743.680 to 743.680, 
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
policy, 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
Social Security Amendments of 1965. 

4) " Medicare supplement policy" means
group or individual policy of insurance or
subscriber contract which is advertised, 

marketed or designed primarily as a supple- 
ment to reimbursements under Medicare for
the hospital, medical or surgical expenses of
persons eligible for Medicare. [ 1989 x255 § l; 
1993 c. 113 § 11

743.681 [ Formerly 744.460; renumbered 742.254 in
19891

743.682 Application of ORS 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 olicies or subscriber
contracts, which certificates have been de- 
livered 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 em- 
ployers or labor organizations, or of the
trustees of a fund established by one or more
employers or labor organizations, or combi- 
nation thereof, for employees or former em- 
ployees or a combination thereof, or for
members or former members, or a combina- 
tion thereof, of the labor organizations. [ 1989
c.255 § 21

743.683 Policy contents; standards for
benefit and claims payments. ( 1) No Med- 
icare supplement insurance policy, contract

or certificate in force in the state shall con- 
tain benefits which duplicate benefits pro- 
vided by Medicare. 

2) The Director of the Department of
Consumer and Business Services shall adopt
by rule specific standards for policy pro- 
visions of Medicare supplement policies and
certificates. The standards shall be in addi- 
tion to and in accordance with applicable
laws of this state. No requirement of the In- 
surance Code relating to minimum required
policy benefits, other than the minimum
standards contained in ORS 743.680 to

743.689, shall apply to Medicare supplement
policies. The standards may cover, but not
be limited to: 

a) Terms of renewability; 
b) Initial and subsequent conditions of

eligibility; 
c) Nonduplication of coverage; 

d) Probationary periods; 
e) Benefit limitations, exceptions and

reductions; 

f) Elimination periods; 

g) Requirements for replacement; 
h) Recurrent conditions; and

i) Definitions of terms. 

3) Provisions established by the director
governing eligibility for Medicare supplement
insurance shall not be limited to persons
qualifying for Medicare by reason of age. 

4) The director may adopt by rule
standards that specify prohibited policy pro- 
visions not otherwise specifically authorized
by statute which, in the opinion - of the di- 
rector, are unjust, unfair or unfairly
discriminatory to any person insured or pro- 
posed for coverage under a Medicare supple- 
ment policy. 

5) 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 pre- 
existing condition more restrictively than a
condition for which medical advice was given
or treatment was recommended by or re- 
ceived from a physician within six months
before the effective date of coverage. 

6) The director shall adopt by rule
standards for benefits and claims payment
under Medicare supplement policies. • [ 1989
c.255 § §3,4; 1993 c. 113 § 31

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
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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
delivery outside this state. 

2) Medicare supplement policies shall
return benefits which are reasonable in re- 
lation to the premium charged. The Director
of the Department of Consumer and Business
Services shall adopt by rule minimum stand- 
ards for loss ratios of Medicare supplement
policies on the basis of incurred claims ex- 
perience, or incurred health care expenses
where coverage is provided by a health
maintenance organization on a service rather

than reimbursement basis, and earned premi- 
ums in accordance with accepted actuarial
principles and practices. Every entity provid- 
ing Medicare supplement policies or certifi- 
cates in this state shall file annually its
rates, rating schedule and supporting doc- 
umentation demonstrating that it is in com- 
pliance 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 policy 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 § 53

743.685 Fact sheet; information bro- 
chure. ( 1) In order to provide for full and
fair disclosure, in the sale of Medicare sup- 
plement policies, no Medicare supplement
policy or certificate shall be delivered in this
state unless a fact sheet is delivered to the
applicant at the time application is made. 

2) The Director of the Department of
Consumer and Business Services shall pre- 
scribe the format and content of the fact
sheet required by subsection ( 1) of this sec- 
tion. The director shall consult with the
Governor' s Commission on Senior Services
concerning the content and format of the
fact sheet, especially in reference to the ease
with which senior citizens may understand
the form and compare the coverage provided
under the policy to which the fact sheet re- 
fers. For purposes of this section, " format" 
means style, arrangements and overall ap- 

pearance, including such items as the size, 
color and prominence of type and arrange- 
ment of text and captions. The fact sheet re- 
quired by subsection ( 1) of this section shall
include at least the following: 

a) An identification of the type and ex- 
tent of hospital, skilled nursing home, physi- 
cian 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 prescriptions; 

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 Medi- 
care and the extent to which the supple- 
mental Medicare coverage covers other

services; 

d) A statement of the exceptions, re- 

ductions and limitations contained in the
policy; 

e) A statement of the renewal pro- 
visions, including any reservation by the in- 
surer 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
determine governing contractual provisions; 
and

g) A statement that the information
contained in the fact sheet is approved for
accuracy 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
coverage to a purchaser and shall be pro- 
vided to the applicant at the time the sales
presentation is made. The completed fact
sheet shall be considered part of the sales
presentation materials 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
variance with the previously delivered fact
sheet, a revised fact sheet of coverage must
accompany the policy or certificate when it
is delivered. The revised fact sheet shall
contain the following statement, or similar
language approved by the director, in no less
than 12 -point type immediately above the in- 
surer' s name: 
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NOTICE: Read this fact sheet of cover- 
age carefully. It is not identical to the fact
sheet of coverage provided upon application. 

The coverage 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 infor- 
mational brochure for persons eligible for
Medicare, which is intended to improve the
buyer' s ability to select the most appropriate
coverage and improve the buyer's under- 
standing of Medicare. Except in the case of
direct response insurance policies, the direc- 
tor may require by rule that the information
brochure be provided to any prospective in- 
sureds 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 pre- 
scribed brochure be provided upon request to
any prospective insureds eligible for Medi- 
care, 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 in- 
form prospective insureds that particular in- 
surance coverages are not Medicare
supplement coverages, for all health insur- 
ance 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 govern- 
ing the full and fair disclosure of the infor- 
mation in connection with the replacement
of health insurance policies, subscriber con- 
tracts or certificates by persons eligible for
Medicare. [ 1989 c.255 § 6; 1993 c.113 § 21 - 

743.686 Right to return of policy; pre- 
mium refund. Medicare supplement policies
or certificates shall have a notice promi- 
nently printed on the first page of the policy
or certificate or attached thereto stating in
substance 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 § 71

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
Director of the Department of Consumer and
Business Services of this state for review or
approval by the director to the extent it may
be required under state law. [ 1989 c.255 § 81

743.688 Rules. Rules adopted pursuant to
ORS 743.680 to 743.689 shall be subject to
the provisions of ORS 183.310 to 183.550. 
1989 c. 255 § 91

743.689 Director' s authority upon vio- 
lation of ORS 743.680 to 743.689. In addi- 
tion to any other applicable penalties for
violations of the Insurance Code, the Direc- 
tor of the Department of Consumer and
Business Services may require insurers vio- 
lating any provision of ORS 743.680 to
743.689 or rules adopted pursuant to ORS
743.680 to 743.689 to cease marketing any
Medicare supplement policy or certificate in
this state which is related directly or indi- 
rectly to a violation or may require such in- 
surer to take such actions as are necessary
to comply with the provisions of ORS 743.680
to 743.689, or both. [ 1989 c.255 § 101

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 ef- 
fective on or after July 13, 1985, shall stand
repealed on the sixth anniversary of the ef- 
fective date of the statute, unless the Leg s- 
lative 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 cov- 
erage for specific physical or mental condi- 
tions or specific hospital, medical, surgical
or dental health services. 

b) Requires the insurer to include cov- 
erage for specified persons. 

c) Requires the insurer to provide pay- 
ment or reimbursement to specified providers
of services if the services are within the
lawful scope of practice of the provider and
the insurance policy provides payment or re- 
imbursement for those services. 
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d) Requires the insurer to provide any
specific coverage on a nondiscriminatory ba- 
sis. 

e) Forbids the insurer to exclude from
payment or reimbursement any covered serv- 
ices. 

f) Forbids the insurer to exclude cover- 
age 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
statute shall apply to a renewal or extension
of an existing insurance policy on or after
the effective date of the repealer as well as
to a new policy issued on or after the effec- 
tive date of the repealer. ( Formerly 743.1451

Note: Section 1, chapter 349, Oregon Laws 1991, 
provides: 

Sec. 1. The provisions of ORS 743.700 shall not
apply to ORS 743.530, 743.716 and 743.717 until July 1, 
1995. [ 1991 c.349 411

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

developmental disabilities program. ( Formerly
743. 116] 

743.702 [ Formerly 746.010; repealed by 1969 c.692
111

743.703 Reimbursement for services of
optometrist. ( 1) Notwithstanding any pro- 
vision of any policy of health insurance, 
whenever such policy provides for re- 

imbursement for any service which is within
the lawful scope of practice of a duly li- 
censed optometrist, the insured under such
policy shall be entitled to reimbursement for
such service, whether such service is per- 
formed by a physician or duly licensed op- 
tometrist. Unless such policy shall otherwise
provide, there shall be no reimbursement for
ophthalmic materials, lenses, spectacles, 

eyeglasses or appurtenances thereto. 

2) The provisions of this section shall
not apply to any policy in effect upon Sep- 
tember 13, 1967. [ Formerly 743.1171

743.704 Reimbursement for diabetes
self - management education programs. ( 1) 

Every group health insurance policy that
covers hospital, medical or surgical expenses, 
other than coverage limited to expenses from
accidents or specific diseases, shall provide
coverage for diabetes self - management edu- 
cation programs. 

2) In order to be covered, a diabetes
self - management education program must be
provided by health care professionals such as
physicians, nurses, pharmacists or registered

dieticians who are knowledgeable about the
disease process of diabetes and treatment of

person with diabetes. 
3) Coverage shall only be required to

apply to the first diabetes self - management
education program which the insured is cer- 
tified as having successfully completed. 

4) Coverage under this section shall al- 
low insurers to require the insured to pay
initially for the diabetes self - management ed- 
ucation 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
subsequent 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. 

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 calen- 
dar years next following the year in which
the insured 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 ben- 
efits under the plan. 

5) As used in this section, " diabetes
self - management education programs" means

instruction on an outpatient basis for a per- 
son with diabetes to learn the disease and its
control. [ Formerly 743.1181

748.705 [ Formerly 746.030; 1969 c.692 § 9; 1973 c. 179
l; 1982 s.s.1 c.5 § l; 1987 c.846 § 13; renumbered 742.282

in 1989] 

743.706 Reimbursement for maxillofa- 
cial prosthetic services. ( 1) The Legislative
Assembly declares that all group health in- 
surance policies providing hospital, medical
or surgical expense benefits include coverage
for maxillofacial prosthetic services consid- 
ered necessary for adjunctive treatment. 
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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 man- 
agement are performed for the purpose of: 

a) Controlling or eliminating infection; 
b) Controlling or eliminating pain; or
c) Restoring facial configuration or

functions such as speech, swallowing or
chewing but not including cosmetic proce- 
dures rendered to improve on - the normal
range of conditions. 

3) The coverage required by subsection
1) of this section 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 services described in this section
shall apply to individual health policies en- 
tered into or renewed on or after January 1, 
1982. [ Formerly 743.1191

743.707 Health insurance coverage for
newly born and adopted children. ( 1) All
individual and group health insurance poli- 
cies providing hospital, medical or surgical
expense benefits that include coverage for a
family member of the insured shall also pro- 
vide that the health insurance benefits ap- 
plicable for children in the family shall be
payable with respect to: 

a) A newly, born child of the insured
from the moment of birth; and

b) An adopted child of the insured from
the date of placement of the child in the
insured' s custody. 

2) The coverage of newly born and
adopted children required by subsection ( 1) 
of this section shall consist of coverage of
injury or sickness, including the necessary
care and treatment of medically diagnosed
congenital defects and birth abnormalities. 
The policy shall not contain any provision
concerning preexisting condition limitations, 
insurability, eligibility or health underwrit- 
ing approval that solely concerns adopted
children. 

3) If payment of a specific premium is
required to provide coverage for a child, the
policy may require that notification of the
birth of the child or of the legal placement
of the child in the insured's custody and
payment of the premium be furnished the in- 
surer within 31 days after the date of birth
or date of placement in order to have the
coverage extended beyond the 31 -day period. 

743.712

4) The coverage required by subsection
1)( b) of this section is effective from the date

of placement for the purpose of adoption and
continues unless the placement is disrupted
prior to legal adoption and the child is re- 
moved from placement. Coverage shall in- 
clude the necessary care and treatment of
medical conditions existing prior to the date
of placement. 

5) As used in this section, " placement" 

means the family' s assuming of the physical
custody of the adopted child and the finan- 
cial responsibility for the support and care
of the adopted child b the adoptive parent. 
Formerly 743120; 1991 c.674 § 21

743.708 [ Formerly 746.080; 1969 c.692 § 10; 1973 c.823
150; renumbered 742.284 in 19891

743.709 Reimbursement for services
provided by psychologist. Whenever an
provision of any individual or group health
insurance policy or contract provides for
payment or reimbursement for any service
which is within the lawful scope of a psy- 
chologist licensed under ORS 675.010 to
675.150: 

1) The insured under such policy or
contract shall be free to select, and shall
have direct access to, a psychologist licensed
under ORS 675.010 to 675. 150, without

supervision or referral by a physician or an- 
other health practitioner, and wherever such
psychologist is authorized to practice. 

2) The insured under such policy or
contract shall be entitled to have payment
or reimbursement made to the insured or on
the insured' s behalf for the services per- 
formed. Such payment or ( reimbursement

shall be in accordance with the benefits pro- 
vided in the policy and shall be the same
whether performed by a physician or a psy- 
chologist licensed under ORS 675.010 to
675.150. [ Formerly 743.1231

743.710 Denial or cancellation of

health insurance because of

diethylstilbestrol use by mother prohib- 
ited. No policy of health insurance may be
denied or canceled by the insurer solely be- 
cause the mother of the insured used drugs
containing diethylstilbestrol prior to the
insured's birth. [ Formerly 743.1251

743.711 [ 1987 c.846 § 15; renumbered 742.286 in 19891

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
lawful scope of practice of a duly licensed
and certified nurse practitioner, including
prescribing or dispensing drugs, the insured
under the policy is entitled to reimbursement
for such service whether it is performed by
a physician licensed by the Board of Medical
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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. 1281

743.713 Reimbursement for services of
denturist. Notwithstanding any provisions
of any policy of insurance covering dental
health, whenever such policy provides for
reimbursement 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 ser- 
vice, whether the service is performed by a
licensed dentist or a licensed denturist as
defined in ORS 680.500. 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 an- 
niversary date, renewal date, or the expira- 
tion date of the applicable collective

bargaining contract, if any, whichever date
is latest. [ Formerly 743. 132; 1993 c.142 § 15] 

Note: 743.713 fformerly 743.1321 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 explanation. 

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 psy- 
chologist. 

2) The insured under the policy shall be
entitled to have payment or reimbursement
made to the insured or on behalf of the in- 
sured for the services performed. The pay- 
ment 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 by a clinical social
worker, according to the customary and
usual fee of clinical social workers in the
area served. [ Formerly 743.1351

743.715 [ Formerly 743.138; repealed by 1991 c.182
21,1

743.716 Coverage of children not re- 
siding in household of policyholder or

employee 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
employee or policyholder, so long as the
policyholder or employee is under a legal
obligation to support or contribute to the
ongoing 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 cover- 
age for any children of a policyholder or em- 
ployee who reside outside the service area
of the health maintenance organization. 

Formerly 743.140] 
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. 

Note: See note under 743.700. 

743.717 Tourette Syndrome; re- 

imbursement for treatment. For purpose
of coverage by group health insurers, health
care service contractors and health mainte- 
nance organizations, reimbursement for
treatment of Tourette Syndrome shall be
made on the basis of the diagnosis and
treatment modality employed. [ Formerly 743. 1431

Note: See note under 743.700. 

743.718 Method of payments for am- 
bulance care and transportation. Any in- 
surance policy issued or issued for delivery
in this state that provides coverage for am- 
bulance care and transportation shall provide
that payments will be made jointly to the
provider of the ambulance care and trans- 
portation and to the insured, unless the pol- 
icy provides for direct payment to the
provider. [ Formerly 743.1471

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 performance of that service by a physician
acting within the scope of the physician' s li- 
cense would be compensable. [ Formerly 743.0521

743.720 [ 1979 c.866 § 4; 1987 c.774 § 56; renumbered
742.300 in 19891

743.721 Nondiscriminatory health in- 
surance coverage for women. Each policy
of health insurance shall provide: 
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1) The same payments for costs of ma- 
ternity to unmarried women that it provides
to married women, including the wives of
insured persons choosing family coverage; 
and

2) The same coverage for the child of an
unmarried woman that the child of an in- 
sured married person choosing family cover- 
age receives. [ Formerly 743.0371

743.722 Reimbursement for acupunc- 
turist. (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 ac- 
upuncture services performed by an ac- 
upuncturist licensed under ORS 677.765 and
677. 770. 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 physi- 
cian 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 acupunctur- 
ists licensed under ORS 677.765 and 677.770
by group practice health maintenance organ- 
izations 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 main- 
tenance organization reimburses its members
for acupuncture services performed by physi- 
cians outside its employ, it shall also reim- 
burse its members for acupuncture services
performed by an acupuncturist. • [1989 c.832 § 2; 
1991 c.314 § 31

743.723 [ 1979 c.866 § 5; 1981 c. 525 § 1; 1987 c.774 § 57; 
renumbered 742.302 in 19891

743.724 Claim submitted b physician

assistant. No insurer shall re se a claim
solely on the ground that the claim was sub- 
mitted by a physician assistant practicing
under the circumstances set forth in ORS
677.515 ( 4) rather than by the supervising
physician for the physician assistant. 

Formerly 746.3071

743.727 Reimbursement for breast

cancer screening or for diagnostic pur- 
poses; schedule of covered examinations. 

Every health insurance policy that covers
hospital, medical or surgical expenses, other
than coverage limited to expenses from acci- 
dents or specific diseases, shall provide cov- 
erage upon the referral of a patient' s

physician, nurse practitioner or physician

assistant for breast cancer screening or di- 
agnostic purposes according to the schedule
recommended under the implementation of
chapter 836, Oregon Laws 1989, as incorpo- 
rated into the basic health plans required to

743.729

be submitted to, and authorized by, the Di- 
rector of the Department of Consumer and
Business Services pursuant to ORS 743.736

1) and ( 2). The schedule of covered exam- 
inations required by this section shall be
modified concurrently with recommended re- 
visions to the basic health plans as approved
by the director. [ 1993 c. 575 § 21

Note: Section 3, chapter 575, Oregon Laws 1993, 
provides: 

Sec. 3. Section 2 of this Act [ 743.727] applies to
policies and contracts issued or renewed on and after
the effective date of this Act [ November 4, 1993]. [ 1993
c.575 § 31

743.728 Reimbursement for pelvic ex- 
aminations and pap smear examinations - 
schedule of covered examinations. Ali
policies providing health insurance, except
those policies whose coverage is limited to
expenses from accidents or specific diseases
that are unrelated to the coverage required
by this section, shall include coverage for
pelvic examinations and pap smear examina- 
tions according to the schedule recommended
under the implementation of chapter 836, 
Oregon Laws 1989, as incorporated into the
basic health plans required to be submitted
to and authorized by the Director of the De- 
partment of Consumer and Business Services
pursuant to ORS 743.736 ( 1) and ( 2). The
schedule of covered examinations required by
this section shall be modified concurrently
with recommended revisions to the basic
health plans as approved by the director. 
1993 c.576 § 21

Note: Section 3, chapter 576, Oregon Laws 1993, 
provides: 

Sec. 3. The provisions of this Act [ 743.728] apply
to policies and certificates renewed or first delivered or
issued for delivery in this state on or after January 1, 
1994. [ 1993 c.576 § 31

743.729 Reimbursement for nonpre- 
scription enteral formula for home use; 
conditions. ( 1) All policies providing health
insurance, as defined in ORS 731. 162, except
those policies whose coverage is limited to
expenses from accidents or specific diseases
that are unrelated to the coverage required

by this section, shall include coverage for a
nonprescription elemental enteral formula
for home use, if the formula is medically
necessary for the treatment of severe

intestinal malabsorption and a physician has
issued a written order for the formula and
the formula comprises the sole source, or an
essential source, of nutrition. 

2) The coverage required by subsection
1) of this section may be made subject to

provisions of the policy that apply to other
benefits under the policy including, but not
limited to, provisions related to deductibles
and coinsurance. Deductibles and

coinsurance for elemental enteral formulas
shall be no greater than those for any other
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treatment for the condition under the policy. ( 5) " Committee" means the Small Em- 
1993 c.407 § 21 ployer Carrier Advisory Committee created

Note: Section 3, chapter 407, Oregon Laws 1993, under ORS 743.745. 
provides: 

Sec. 3. The provisions of section 2 of this Act
743.7291 do not apply to an insurance policy in force

on the effective date of this Act [ July 21, 19931. How- 
ever, the provisions shall apply to a renewal or exten- 
sion of an existing insurance policy on or after the
effective date of this Act and to a new policy issued on
or after the effective date of this Act. [ 1993 c.407 § 31

Small Employer Health Insurance) 

743.730 Definitions for ORS 743.730 to
743.745. As used in ORS 743.730 to 743.745
and 750.055: 

1) " Actuarial certification" means a

written statement by a member of the Amer- 
ican Academy of Actuaries or other individ- 
ual acceptable to the Director of the
Department of Consumer and Business Serv- 
ices that a small employer carrier is in com- 
pliance with the provisions of ORS 743.736, 
based upon the person' s examination, includ- 
ing a review of the appropriate records and
of the actuarial assumptions and methods

used by the small employer carrier in estab- 
lishing premium rates for applicable health
benefit plans. 

2) " Basic health care plan" means a

health care plan for small employers that is
required to be offered by all small employer
carriers and approved by the director in ac- 
cordance with ORS 743. 736. 

3) " Board" means the board of directors
of the Oregon Small Employer Health Rein- 
surance Pool. 

4) " Carrier" means any person who pro- 
vides health benefit plans in this state, in- 
cluding a licensed insurance company, a

health care service contractor, a health
maintenance organization, an association or

group of employers that provides benefits by
means of a multiple employer welfare ar- 

rangement or any other person or corpo- 
ration responsible for the payment of benefits
or provision of services. For purposes of ORS
743.730 to 743.745 and 750.055, companies

that are affiliated companies or that are eli- 
gible to file a consolidated tax return shall
be treated as one carrier except that any in- 
surance company or health maintenance or- 
ganization that is an affiliate of a health care
service contractor located in this state or
any health maintenance organization located
in this state that is an affiliate of an insur- 
ance company or health care service con- 
tractor may treat the health maintenance
organization as a separate carrier and each
health maintenance organization that oper- 
ates only one health maintenance organiza- 
tion in a service area in this state may be
considered a separate carrier. 

6) " Department" means the Department
of Consumer and Business Services. 

7) " Dependent" means the spouse or
child of an eligible employee, subject to ap- 
plicable terms of the health care plan cover- 
ing the employee. 

8) " Director" means the Director of the
Department of Consumer and Business Serv- 
ices. 

9) " Eligible employee" means an em- 

ployee of a small employer who works on a

regularly scheduled basis, with a normal

work week of 17.5 or more hours. The term
includes sole proprietors, partners of a part- 
nership or independent contractors if they
are included as employees under a health
care plan of a small employer but does not
include employees who work on a temporary, 
seasonal or substitute basis. Employees who
have been employed by the small employer
for fewer than 90 days are not eligible em- 
ployees unless the small employer so allows. 

10) " Financially impaired" means a

member that, after September 29, 1991, is not
insolvent and is: 

a) Considered by the Director of the De- 
partment of Consumer and Business Services
to be potentially unable to fulfill its contrac- 
tual obligations; or

b) Placed under an order of rehabili- 
tation or conservation by a court of compe- 
tent jurisdiction. 

11) " Geographic average rate" means the
arithmetical average of the lowest premium
and the corresponding highest premium to be
charged by a small employer carrier to small
employers in a geographic area established
by the director for the carrier' s basic health
care plan, except for differences in family
size and composition. 

12) " Health benefit plan" means any
hospital expense, medical expense or hospital
or medical expense policy or certificate, 
health care service contractor or health
maintenance organization subscriber con- 

tract, any plan provided by a multiple em- 
ployer welfare arrangement or any plan
provided by another benefit arrangement, to
the extent permitted by the federal Employee
Retirement Income Security Act of 1974, as
amended, which is issued as health benefit
coverage subject to ORS 743.734. " Health
benefit plan does not include coverage for
accident only, specific disease or condition
only, credit, disability income, coverage of

Medicare services pursuant to contracts with
the Federal Government, Medicare supple- 
ment insurance policies, benefits delivered
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through a flexible spending arrangement es- 
tablished pursuant to section 125 of the
Internal Revenue Code of 1986, as amended, 
when the benefits are provided in addition to
the health benefit plan of a small employer, 
long term care insurance, hospital indemnity
only, dental only, vision only, coverage is- 
sued as a supplement to liability insurance, 
insurance arising out of a workers' compen- 
sation or similar law, automobile medical

payment insurance or insurance under which
benefits are payable with or without regard
to fault and that is statutorily required to be
contained in any liability insurance policy or
equivalent self - insurance. 

13) " Implementation of chapter 836, 
Oregon Laws 1989" means that the Health
Services Commission has prepared a priority
list, the Legislative Assembly has enacted
funding of the list and all necessary federal
approval, including waivers, has been ob- 
tained. 

14) " Insurance Pool Governing Board" 
means the Insurance Pool Governing Board
established by ORS 653.725. 

15) " Late enrollee" means an eligible

employee or dependent who enrolls in a
health benefit plan of a small employer fol- 
lowing the initial enrollment period provided
under the terms of the plan or arrangement. 
The initial enrollment period shall be a pe- 
riod of at least 30 days following either com- 
mencement of the plan or commencement of

the eligibility period for a new employee. 
However, an eligible employee or dependent
shall not be considered a late enrollee if: 

a) The individual: 

A) Is covered under a group or individ- 
ual health benefit plan at the time the indi- 
vidual was eligible to enroll; 

B) Certified at the time of the initial
enrollment that coverage under another em- 
ployer health benefit plan was the reason for
declining enrollment; 

C) Loses coverage under another health
benefit plan as a result of termination of
employment, the termination of the other
plan' s coverage, death of a spouse or divorce; 
and

D) Requests enrollment within 30 days
after termination of coverage provided under
another health benefit plan; 

b) A court has ordered that coverage be
provided for a spouse or minor child under a
covered employee' s plan or arrangement and

request for enrollment is made within 30
days after issuance of the court order; or

c) The individual is employed by an em- 
ployer who offers multiple health benefit
plans and the individual elects a different

743.730

health benefit plan during an open enroll- 
ment period. 

16) " Member" means all carriers issuing
health benefit plans and multiple employer
welfare arrangements and other benefit ar- 
rangements, to the extent permitted by the
federal Employee Retirement Income Secu- 
rity Act of 1974, as amended, 29 U.S.C. 1001
et seq., providing health benefit plans in this
state except any small employer carrier
electing to be a risk assuming carrier pursu- 
ant to ORS 743.740. 

17) " Multiple employer welfare arrange- 
ment" means a multiple employer welfare

arrangement as defined in section 3 of the
federal Employee Retirement Income Secu- 
rity Act of 1974, as amended, 29 U.S.C. 1002, 
that is issued a certificate of multiple em- 
ployment welfare arrangement pursuant to
ORS 750.301 to 750.341. 

18) " Plan of operation" means the plan
of operation of the Oregon Small Employer
Health Reinsurance Pool, including articles, 
bylaws and operating rules, adopted by the
board pursuant to ORS 743.743. 

19) " Preexisting conditions provision" 
means a policy provision that excludes cov- 
erage for charges or expenses incurred dur- 
ing a specified period following the insured' s
effective date of coverage, for a condition for
which medical advice, diagnosis, care or

treatment was recommended or received

during the specified period, as described in
this subsection, immediately preceding the
insured's effective date of coverage. Preg- 
nancy does not constitute a preexisting con- 
dition under ORS 743.730 to 743.745 and
750.055. 

20) " Premium" includes insurance pre- 
miums or other fees charged for a health
benefit plan, including the costs of benefits
paid or reimbursements made to or on behalf
of persons covered by the plan. 

21) " Rating period" means the 12 -month
calendar period for which premium rates es- 
tablished b a small employer carrier are in
effect, as determined by the small employer
carrier. 

22) " Reinsurance pool" means the Ore- 
gon Small Employer Health Reinsurance
Pool created by ORS 743. 743. 

23) " Reinsuring carrier" means a small
employer carrier electing to comply with the
requirements set forth in ORS 743. 742. 

24) " Risk assuming carrier" means a

small employer carrier electing to compl
with the requirements set forth in ORS
743.740. 

25) " Small employer" means any person, 
firm, corporation, partnership or association
actively engaged in business that, on at least
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50 percent of its working days during the
preceding year, employed no more than 25
eligible employees an no fewer than three
eligible employees, the majority of whom are
employed within this state. " Small
employer" includes companies that are affil- 
iated companies or which are eligible to file
a consolidated tax return pursuant to ORS
317.715. " Small employer" does not include
small employers that purchase a health ben- 
efit plan through the Insurance Pool Gov- 
erning Board. 

26) " Small employer carrier" means any
carrier, multiple employer welfare arrange- 

ment or other benefit arrangement to the
extent permitted by the federal Employee
Retirement Income Security Act of 1974, as
amended, that offers health benefit pplans or
arrangements covering eligible employees of
one or more small employers. A fully insured
multiple employer welfare arrangement oth- 

erwise exempt under subsection ( 17) of this
section may elect to be a small employer
carrier governed by the provisions of ORS
743.730 to 743.745 and 750.055. 

27) " Standard health benefit plan" 

means a health benefit plan that is approved
by the Director of the Department of Con- 
sumer and Business Services pursuant to
ORS 743. 736 that offers health services sub- 
stantially similar to those offered through
the Medicaid reform program under chapter
836, Oregon Laws 1989, as funded by the
Lem*slative Assembly. [ 1991 c.916 §3; 1993 c. 18 § 157; 
1993 c. 615 § 25; 1993 c.649 §8; 1993 c.744 § 31) 

Note: Section 15, chapter 649, Oregon Laws 1993, 
provides: 

Sec. 15. The amendments to ORS 743.730, 743.731, 
743,736, 743.737 and 743.743 by sections 8 and 10 to 13
of this Act apply to health insurance policies and
certificates issued, continued or renewed on or after

January 1, 1994. [ 1993 c. 649 § 151

743.731 Purposes. The purposes of ORS
743.730 to 743. 745 and 750.055 are: 

1) To promote the availability of health
insurance coverage to small employers; 

2) To prevent abusive rating practices; 
3) To require disclosure of rating prac- 

tices to purchasers; 

4) To establish rules for continuity of
coverage for employers and covered individ- 
uals; and

5) To improve the efficiency and fairness
of the small employer health insurance mar- 
ketplace. [ 1991 c.916 § 2; 1993 c. 18 § 158; 1993 c.649 § 111

Note: See note under 743.730. 

743.732 [ Formerly 747.080; renumbered 742.350 in
1989) 

743.733 Determination of number of
employees for purposes of determining
eligibility. Subsequent to the issuance of a
health benefit plan to a small employer pur- 

suant to the provisions of ORS 743.730 to
743.745 and 750.055, and for the purposes of
determining eligibility, the number of em- 
ployees of a small employer shall be deter- 
mined annually. Except as otherwise

provided, the provisions of ORS 743.730 to
743.745 and 750.055, that apply to a small
employer shall continue to apply until the
plan anniversary date following the date the
employer no longer meets the requirements
of this section. [ 1991 c.916 § 4; 1993 c. 18 § 1591

743.734 Plans subject to provisions of
specified laws; exemptions. ( 1) Every indi- 
vidual or group health benefit plan shall be
subject to the provisions of ORS 743. 730 to
743.745 and 750.055, if the plan provides
health benefits covering one or more em- 
ployees of a small employer and if any one
of the following conditions is met: 

a) Any portion of the premium or bene- 
fits is paid by a small employer or any cov- 
ered individual is reimbursed, whether

through wage adjustments or otherwise, by
a small employer for any portion of the pre- 
mium; or

b) The health benefit plan is treated by
the employer or any of the covered individ- 
uals as part of a plan or program for the
purposes of section 106 or section 162 of the
Internal Revenue Code of 1986, as amended. 

2) The provisions of ORS 742.005 shall
not apply to individual health insurance pol- 
icies or contracts to the extent subject to the
provisions of ORS 743. 730 to 743.745 and
750.055. 

3) Except as provided in ORS 743. 730 to
743.745 and 750.055, no law requiring the
coverage or the offer of coverage of a health
care service or benefit applies to the basic
health benefit plans offered or delivered to a
small employer. 

4) Except as otherwise provided by law
or ORS 743. 730 to 743.745 and 750.055, no
health benefit plan offered to a small em- 
ployer shall: 

a) Inhibit a small employer carrier from
contracting with providers or groups of pro- 
viders with respect to health care services
or benefits; or

b) Impose any restriction on the abilit
of a small employer carrier to negotiate witK
providers regarding the level or method of
reimbursing care or services provided under
health benefit plans. [ 1991 c.916 § 5; 1993 c. 18 § 1601

743.735 [ Formerly 747. 100; 1973 c.823 § 151; renum- 
bered 742.352 in 1989] 

743.736 Requirements for basic plans; 
approval of plans and forms; offering of
plan by carriers. (1) In order to improve the
availability and affordability of health benefit
coverage for small employers, the Small Em- 
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ployer Carrier Advisory Committee created
under ORS 743.745 shall submit to the Di- 
rector of the Department of Consumer and
Business Services two basic health care
plans pursuant to ORS 743. 745, one of which
shall be in the form of insurance and the
second of which shall be consistent with the
requirements of the federal Health Mainte- 
nance Organization Act, 42 U.S.C. § 300e et
seq. 

2)( a) The director shall approve the basic
health care plans following a determination
that the plans provide for maximum accessi- 
bility and affordability of needed health care
services and substantially meet the social
values that underlie the ranking of benefits
by the Health Services Commission and that
the plans are substantially similar to the
Medicaid reform program under chapter 836, 
Oregon Laws 1989, funded by the Legislative
Assembly. 

b) The basic plans shall include benefits
mandated under ORS 743.556 until mental
health, alcohol and chemical dependency
services are fully integrated into the Health
Services Commission' s priority list, and as
funded by the Legislative Assembly, and

chapter 836, Oregon Laws 1989, is imple- 
mented. 

c) The commission shall aid the director
by reviewing the plans and commenting on
the extent to which the plans meet these
criteria. 

3) After the directors approval of the
plans submitted by the committee pursuant
to subsection ( 1) of this section, each small
employer carrier shall submit to the director
the policy form or forms containing the basic
health care plan. Each policy form must be
submitted as prescribed by the director and
is subject to review and approval pursuant
to OR 742.003. 

4) Within 180 days after approval by the
director of the plans submitted by the com- 
mittee, as a condition of transacting business
in the small employer health insurance mar- 
ket in this state, every small employer car- 
rier shall offer small employers an approved

basic health care plan. Every small employer
that elects to be covered under such plan
and agrees to make the required premium
payments and to satisfy the other provisions
of the plan shall be issued such a plan by the
small employer carrier, except as provided in
subsections ( 5) to ( 7) of this section. Nothing
in this subsection shall require a multiple
employer welfare arrangement established or

maintained to provide benefits to a particular
trade, business, profession or industry to is- 
sue coverage to a small employer that is not
in the same trade, business, profession or in- 
dustry as that covered by the multiple em- 
ployer welfare arrangement. 

743.736

5) A small employer carrier shall, pur- 
suant to subsection ( 4) of this section, offer
coverage to or accept applications from a
group covered under an existing health ben- 
efit plan whether or not a member of the

group is excluded from coverage under the
existing plan because of late enrollment. 
When a small employer carrier accepts an
application for such a group, the carrier may
continue to exclude the member excluded
from coverage b the replaced plan until the
member would have become eligible for cov- 
erage under that replaced plan. 

6) No small employer carrier shall be
required to offer coverage or accept applica- 
tions pursuant to subsection ( 4) of this sec- 
tion if the director finds that acceptance of
an application or applications would endan- 

ger the carrier' s ability to fulfill its contrac- 
tual obligations or result in financial
impairment of the carrier. 

7) Every small employer carrier shall
market fairly the basic health care plan to
small employers in- the geographical areas in
which the carrier makes coverage available
or provides benefits. 

8)( a) No health maintenance organiza- 
tion operating as either a risk assuming car- 
rier or a reinsuring carrier shall be required
to offer coverage or accept applications pur- 
suant to subsection ( 4) of this section in the
case of any of the following: 

A) To a small employer if the small em- 
ployer is not physically located in the health
maintenance organization' s approved service

area; 

B) To an employee if the employee does
not work or reside within the health mainte- 
nance organization's approved service areas; 

or

C) Within an area where the health
maintenance organization reasonably antic- 
ipates, and demonstrates to the satisfaction
of the director, that it will not have the ca- 
pacity in its network of providers to deliver
services adequately to the enrollees of those
groups because of its obligations to existing
group contract holders and enrollees. 

b) A health maintenance organization
that does not offer coverage pursuant to
paragraph ( a)(C) of this subsection shall not
offer coverage in the applicable service area
to new employer groups with more than 25
eligible employees until the small employer

carrier resumes enrolling groups of new
small employers in the applicable area. 

9) Within two years of the implementa- 
tion of chapter 836, Oregon Laws 1989, and
upon the full integration of mental health
and chemical dependency services into the
health care services ranked by the Health
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Services Commission, the Small Employer
Carrier Advisory Committee shall recom- 
mend to the director a standard health bene- 
fit plan. 

10) The Legislative Assembly shall de- 
termine whether the standard health benefit
plan shall be required to be offered by small
employer carriers. ( 1991 c.916 §6; 1993 c.649 § 121

Note: See note under 743.730. 

743.737 Required provisions of plans; 
renewability; premium rates; carrier dis- 
closures; annual actuarial certification. 

Health benefit plans covering small employ- 
ers shall be subject to the following pro- 
visions: 

1) Except in the case of a late enrollee, 
any preexisting conditions provision shall not
exclude coverage for a period beyond six
months following the insured' s effective date
of coverage. Late enrollees may be offered a
health benefit plan with a preexisting condi- 
tions provision for a period 'not to exceed 12
months. 

2) In determining whether a preexisting
conditions provision applies to an eligible
employee or dependent, all health benefit
plans and arrangements shall credit the time
the person was covered under a previous

group or individual health benefit plan if the
previous coverage was continuous to a date
not more than 30 days prior to the effective
date of the new coverage, exclusive of any
applicable waiting period. 

3) Except in the case of a late enrollee, 
the health care plan may not exclude any
eligible employee or dependent who would
otherwise be covered under such plan on the
basis of the actual or expected health condi- 
tion of such person. Late enrollees may be
excluded from coverage for the greater of 12
months or a 12 -month preexisting conditions
exclusion. If both an exclusion from coverage
period and a preexisting conditions exclusion
are applicable to a late enrollee, the com- 
bined period shall not exceed 12 months. 

4) The plan or arrangement shall be
renewable with respect to all eligible em- 
ployees or dependents at the option of the
policyholder, small employer or contract

holder except: 

a) For nonpayment of the required pre- 
miums by the policyholder, small employer
or contract holder; 

b) For fraud or misrepresentation of the
policyholder, small employer or contract

holder or, with respect to coverage of indi- 
vidual enrollees, the enrollees or their rep- 
resentatives; 

c) For noncompliance with plan pro- 
visions regarding renewability that have

been approved by the Director of the De- 
partment of Consumer and Business Services; 

d) When the number of enrollees covered
under the plan is less than the number or
percentage of enrollees required by partic- 
ipation requirements under the plan; 

e) For noncompliance with the small
employer carrier's employer contribution re- 

quirements under the health benefit plan; 

f) For misuse of a provider network pro- 
vision; 

g) When the small employer carrier
ceases to offer health benefit plans to small
employer groups, provided, however, that the
following conditions are satisfied: 

A) Notice of the decision to cease writ- 
ing new business in the small employer mar- 
ket is provided to the director and either the
policyholder, small employer or contract

holder; 

B) Health benefit plans subject to ORS
743.730 to 743.745 and 750.055 shall not be
canceled for 180 days after the date of the
notice required under subparagraph ( A) of
this paragraph and for that business in the
small employer market which remains in
force, any small employer carrier that ceases
to write new business in the small employer
market shall continue to be governed by ORS
743.730 to 743.745 and 750.055 with respect
to business conducted under ORS 743. 730 to
743.745 and 750.055; and

C) A small employer carrier that ceases
to write new business in the small employer
market in this state after September 29, 1991, 
shall be prohibited from writing new busi- 
ness in the small employer market in this
state for a period of five years from the date
of notice to the director. In the case of a
health care service contractor doing business
in one service area of the state, the rules set
forth in this subsection shall apply to the
health care service contractor' s operations in
that service area; or

h) Notwithstanding any provision of this
subsection to the contrary, any small em- 
ployer carrier plan subject to the provisions
of ORS 743.730 to 743.745 and 750.055 may
be rescinded for fraud, material misrepresen- 
tation or concealment by an applicant or a
small employer. 

5) A small employer carrier may con- 
tinue to enforce reasonable employer partic- 
ipation and contribution requirements on
small employers applying for coverage. How- 
ever, participation and contribution require- 

ments shall be applied uniformly among all
small employer groups with the same number
of eligible employees applying for coverage
or receiving coverage from the small em- 
ployer carrier. In determining minimum par- 
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ticipation requirements, a carrier shall count

only those employees who are not covered by
an existing group or individual health benefit
plan. 

6) Premium rates for health benefit
plans subject to ORS 743.730 to 743.745 and
750.055 s all be subject to the following pro- 
visions: 

a) Each small employer carrier issuing
health benefit plans to small employers must
file its geographic average rate for a rating
period with the director on or before January
1 of each year. 

b) The premium rates charged during a
rating period for health benefit plans issued
to small employers shall not vary from the
geographic average rate by more than 33
percent, except that the premium rate may
be adjusted to reflect the rovision of addi- 

tional benefits not require to be covered by
the basic health care plan and differences in
family size and composition. 

c) A small employer carrier may not in- 
crease the rates of a health benefit plan is- 
sued to a small employer more than once in
a 12 -month period. Annual rate increases
shall be effective on the plan anniversary
date of the health benefit plan issued to a
small employer. The percentage increase in
the premium rate charged to a small em- 

ployer for a new rating period may not ex- 
ceed the sum of the following: 

A) The percentage change in the ge- 
ographic average rate measured from the
first day of the prior rating period to the
first day of the new period; and

B) Any adjustment, not to exceed 15
percent annually, except an additional ad- 
justment may be made to reflect the pro- 
vision of benefits not required to be covered
by the basic health care plan and differences
in family size and composition. 

d) Premium rates for health benefit
plans shall comply with the requirements of
this section notwithstanding any reinsurance
premiums and assessments paid or payable

by small employer -;carriers in accordance
with ORS 743.742. 

7) In connection with the offering for
sale of any health benefit plan to a small
employer, each small employer carrier shall

make a reasonable disclosure as part of its
solicitation and sales materials of: 

a) The extent to which premium rates
for a specified small employer are established
or adjusted in part based upon the' actual or
expected variation in claims costs or actual
or expected variation in the health condi- 
tions of the employees and dependents of
such small employer; 

b) Provisions concerning the small em- 
ployer carrier' s right to change premium
rates and the factors other than claims ex- 
perience that affect changes in premium rate; 

c) Provisions relating to renewability of
policies and contracts; and

d) Provisions affecting any preexisting
conditions provision. 

8)(a) Each small employer carrier shall
maintain at its principal place of business a
complete and detailed description of its rat- 
ing practices and renewal underwriting
practices, including information and doc- 
umentation that demonstrate that its rating
methods and practices are based upon com- 
monly accepted actuarial assumptions and
are in accordance with sound actuarial prin- 
ciples. 

b) Each small employer carrier shall file
with the director annually on or before Jan- 
uary 1 an actuarial certification certifying
that the carrier is in compliance with ORS
743. 730 to 743.745 and 750.055 and that the
rating methods of the small employer carrier
are actuarially sound. A copy of such certif- 
ication shall be retained by the small em- 
ployer carrier at its principal place of

business. 

c) A small employer carrier shall make
the information and documentation described
in paragraph ( a) of this subsection available
to the director upon request. Except in cases
of violations of ORS 743. 730 to 743. 745 and
750.055, the information shall be considered
proprietary and trade secret information and
shall not be subject to disclosure by the di- 
rector to persons outside the department ex- 
cept as agreed to by the small employer
carrier or as ordered by a court of competent
jurisdiction. 

9) A small employer carrier shall not
provide any financial or other incentive to
any broker or agent that would encourage
such broker or agent to market and sell
health benefit plans of the carrier to small
employer groups based on a small employer
group s anticipated claims experience. 

10)( a) The provisions of this section shall
apply to health benefit plans delivered, is- 
sued for delivery, renewed or continued in
this state on or after the date the Oregon
Small Employer Health Reinsurance Pool
becomes operational, as designated by the
director. 

b) For purposes of this subsection, the
date a health benefit plan is continued shall
be the plan anniversary date of the issuance
of the health benefit plan. 

11) A small employer carrier must in- 
clude a provision that offers coverage to all
eligible employees. The employer may deter- 
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mine hours worked for eligibility between
17.5 and 40 hours per week subject to rules
of the carrier. [ 1991 c.916 § 7; 1993 c. 18 § 161; 1993
c.649 § 101

Note: See note under 743.730. 

743.738 [ Formerly 747.110; renumbered 742.354 in
1989] 

743.739 Tykes of small employer carri- 
ers. ( 1) A small employer carrier shall elect
to become either a risk assuming carrier and
comply with the provisions of ORS 743. 740
or reinsuring carrier and comply with the
provisions of ORS 743. 742, which election

shall be made by informing the board of the
Oregon Small Employer Health Reinsurance
Pool and the Director of the Department of
Consumer and Business Services in writing
of the small employer carrier' s intention. The
election shall be binding for a five -year pe- 
riod except that the initial election shall be
made within 90 days of September 29, 1991, 
and shall be made for two years. The director
may permit a small employer carrier to mod- 
ify its election during the five -year period for
good cause following a public hearing. All
small employer carriers under common own- 

ership or control must make the same
election. However, the director may permit
an affiliated carrier to make a separate
election for good cause. 

2) A small employer carrier that elects
to cease participation as a reinsuring carrier
pursuant to subsection ( 1) of this section and
elects to become a risk assuming carrier
shall continue to be governed by the re- 
strictions set forth in ORS 743.742 with re- 
spect to coverage issued as a reinsuring
carrier pursuant to ORS 743.742 and con- 
tinue to pay prorated assessments based upon
coverage issued as a reinsuring carrier pur- 
suant to ORS 743.742. ( 1991 c.916 § 81

743.740 Risk assuming carrier. (1) Any
small employer carrier may elect to operate
as a risk assuming carrier under this section
if its application for such status is not dis- 
approved by the Director of the Department
of Consumer and Business Services after
formal hearing within 180 days of receipt of
the application. 

2) A small employer carrier shall be ap- 
proved as a risk assuming carrier unless the
director establishes that the carrier is inca- 
pable of assuming the status pursuant to the
criteria set forth in this section. The director
shall provide public notice of an application

by a' small employer carrier to become a risk
assuming carrier and shall request comments
from the board of directors of the Oregon
Small Employer Health Reinsurance Pool re- 
garding the small employer carrier applica- 
tion prior to rendering a decision on the
application. A small employer carrier which

has applied for approval as a risk assuming
carrier prior to implementation of the rein- 
surance program authorized by ORS 743.730
to 743. 745 and 750.055 may operate as such
a carrier until its application has been dis- 
approved by the director after formal hear- 
ing, and in no event later than 180 days from
application. 

3) A small employer carrier shall be al- 
lowed to operate as a risk assuming carrier, 
unless and until the director shall establish
that the carrier: 

a) Does not have a financial condition
adequate to support the assumption of the
risk of small employer groups; 

b) Does not have a history of assuming
and managing risk; 

c) Does not have a sufficient commit- 
ment to market fairly to all small employers
in the state or its service area, as applicable; 
or

d) Does not have the ability to assume
and manage risk of enrolling small employer
groups without the protection of the reinsur- 

ance program established by ORS 743. 730 to
743.745 and 750.055, in that the carrier can- 
not self - reinsure or obtain reinsurance else- 

where. 

4) A risk assuming carrier may not
reinsure risks with the reinsurance pool, but
it may purchase or obtain any other reinsur- 
ance not otherwise prohibited by law. 

5) A risk assuming carrier must offer at
least a basic health care plan to any small
employer requesting such a plan and must
provide at least the coverage of a basic
health care lan to any small employer re- 
questing Suchcoverage. [ 1991 c.916 § 9; 1993 c. 18

162] 

743.741 [ Formerly 747. 130; renumbered 742.356 in
19891

743.742 Reinsuring carrier. ( 1) Any
small employer carrier may elect to operate
under the provisions of this section as a
reinsuring carrier. 

2) Each reinsuring carrier shall conduct
business with its members and subscribers
and administer claims for coverage reinsured
by the Oregon Small Employer Health Rein- 
surance Pool in the same manner as the
reinsuring carrier would administer health
claims that it writes without reinsurance. 

3) Reinsuring carriers must offer at least
a basic health care plan to any small em- 
ployer requesting such a plan and must pro- 
vide at least the coverage of a basic health
care plan to any small employer requesting
such coverage. 

4) Reinsuring carriers may reinsure in- 
dividuals within a group or an entire ' group
subject to the provisions of ORS 743.743. 
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5) If provided in the plan of operation of
the reinsurance pool, reinsuring carriers may
make special arrangements to cover employ- 
ees in small employer groups with excep- 
tionally high rates of employee turnover. 

6) Reinsuring carriers may appeal to the
board of the Oregon Small Employer Health
Reinsurance Pool for a finding that the car- 
rier is experiencing a disproportionate share
of significantly late payments from small
employer groups, as determined by the board
in the plan of operation. When the board de- 
termines that a carrier has experienced such
an unfair burden, the board may grant the
carrier a decreased reinsurance premium as
an offset. ( 1991 c.916 § 101

743.743 Oregon Small Employer
Health Reinsurance Pool; members; 

board; -plan of operation; powers; pre- 

mium rates; assessments; taxation ex- 
emption. ( 1) There is created a nonprofit
entity to be known as the Oregon Small Em- 
ployer Health Reinsurance Pool. All carriers
and multiple employer welfare arrangements

issuing or providing health benefit coverage
in this state on and after September 29, 1991, 
except any small employer carrier electing to
be a risk assuming carrier pursuant to ORS
743.740, shall be members of the reinsurance
pool. 

2)( a) Within 60 days following September
29, 1991, the Director of the Department of
Consumer and Business Services shall * give
notice to all members of the time and place
for the initial organizational meeting that
shall take place within 120 days following
September 29, 1991. 

b) The members shall select the initial
board of directors, subject to approval by the
director. The director shall serve as a mem- 
ber of the board. In approving the selection
of the board, the director shall assure that
all members of the pool are fairly repre- 
sented. The board shall consist of nine addi- 
tional members who shall serve staggered
terms as determined by the plan of operation
of the reinsurance pool. At least two- thirds
of the members of the board shall be small
employer carriers. In the event that there
are not sufficient small employer carriers to

serve on the board, the remaining seats may
be filled by any member. 

c) At least one member of the board
shall be, to the extent possible: 

A) A carrier whose principal health in- 
surance business is in the small employer
market; 

B) A carrier whose principal health in- 
surance business is in the large employer
market; 

C) A health care service contractor; 

743.743

D) A health maintenance organization; 
and

E) Another health benefit arrangement. 
3) If the initial board is not elected at

the organizational meeting, the director shall
appoint the initial board within 15 days of
the organizational meeting. 

4) Within 180 days after the appointment
of the initial board, the board shall submit
to the director a plan of operation and any
amendments thereto necessary or suitable for
administration of the reinsurance pool. The

director shall, after notice and hearing, ap- 
prove the plan of operation if it is suitable
to assure the fair, reasonable and equitable
administration of the reinsurance pool and if
it provides for the sharing of reinsurance
pool gains or losses on an equitable propor- 
tionate basis in accordance with the pro- 
visions of subsection ( 12) of this section. The
plan of operation shall become effective upon
approval in writing by the director consistent
with the date on which the coverage under
this section shall be made available. Any
plan of operation, or amendments thereto, 

submitted to the director by the board pur- 
suant to this subsection shall be deemed ap- 
proved by the director if not expressly
disapproved in writing by the director within
90 days of its receipt by the director. If the
board fails to submit a suitable plan of oper- 
ation within 180 days after its appointment, 
or at any time thereafter fails to submit
suitable amendments to the plan of opera- 
tion, the director shall adopt, after notice
and hearing, a temporary plan of operation. 
The director shall amend or rescind any plan
adopted, as necessary, after the time a plan
of operation is submitted by the board and
approved by the director. 

5) The plan of operation shall include
but not be limited to rules, conditions and
procedures for: 

a) Hamling and accounting of assets
and moneys of the reinsurance pool. 

b) Filling vacancies on the board, sub- 
ject to approval by the director. 

c) Selecting an administering carrier
which shall be a health insurance company, 
health care service contractor or health
maintenance organization authorized to do
business in this state and setting forth the
powers and duties of the administering car- 
rier. 

d) Reinsuring risks in accordance with
the provisions of ORS 743. 730 to 743.745 and
750.055. 

e) Collecting assessments from members
subject to assessment to provide for claims
reinsured by the reinsurance pool and for
administrative expenses incurred or esti- 
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mated to be incurred during the period for
which the assessment is made. 

f) Any additional matters at the dis- 
cretion of the board. 

6) The reinsurance pool shall have the
general powers and authority granted under
the laws of Oregon to insurance companies
licensed to transact health insurance exceppt
the power to issue health benefit plans di- 
rectly to either groups or individuals. The
reinsurance pool has specific authority to do
all of the following: 

a) Enter into contracts as are necessary
or proper to carry out the provisions and
purposes of ORS 743.730 to 743.745 and
750.055, including the authority, with the ap- 
proval of the director, to enter into contracts
with similar pools of other states for the
joint performance of common administrative
functions, or with persons or other organiza- 
tions for the performance of administrative
functions; 

b) Sue or be sued, including taking any
legal action necessary or proper for recovery
of any assessments and penalties for, on be- 
half of or against members; 

c) Take any legal action necessary to
avoid the payment of improper claims against
the reinsurance pool or the coverage

reinsured by the reinsurance pool; 
d) Issue various reinsurance policies, in

accordance with the requirements of this
section; 

e) Establish rules, conditions and proce- 
dures pertaining to the reinsurance of mem- 
bers' risks by the reinsurance pool; 

f) Establish appropriate rates, rate

schedules, rate adjustments, rate classifica- 

tions and any other actuarial functions ap- 
propriate to the operation of the reinsurance
pool; 

g) Assess members in accordance with
the provisions of subsections ( 12) and ( 13) of
this section and make- advanced interim as- 

sessments as may be reasonable and neces- 
sary for organizational and interim operating
expenses. Any interim assessments shall be
credited as offsets against any regular as- 
sessments due following the close of the fis- 
cal year; 

h) Appoint from among members appro- 
priate legal, actuarial and other committees
as necessary to provide technical assistance
in the operation of the reinsurance pool, 
policy and other contract design and any
other function within the authority of the
reinsurance pool; and

i) Borrow money for the purposes of the
reinsurance pool. Any notes or other evi- 
dence of indebtedness of the reinsurance pool
not in default shall be legal investments for

insurers and may be carried as admitted as- 
sets. 

7) Any member that elects to be a
reinsuring carrier may reinsure with the re- 
insurance pool coverage under a basic health
care plan of a group or an eligible employee, 
or any dependent of such an employee, sub- 
ject to all of the following: 

a) The reinsurance pool shall reinsure
the level of coverage provided in any basic
health care plan. 

b) Such coverage may be reinsured
within 60 days of the commencement of the
eligible employees' or dependents' coverage
under the plan, with respect to either: 

A) Eligible employees, and their depen- 
dents, who are employed by a small employer
as of the date such employers coverage by
the member commences; or

B) Eligible employees, and their depen- 
dents, who are hired subsequent to the com- 
mencement of the employer' s coverage by the
member. 

c) With respect to eligible employees and
their dependents when the entire employer
group is eligible for reinsurance, a small em- 
ployer carrier may reinsure the entire em- 
ployer group within 60 days of the

commencement of the group' s coverage under
the plan. 

d) With respect to any person reinsured, 
no reinsurance may be provided for a
reinsured employee or dependent until $5,000
in benefit payments have been made for
services provided during a calendar year for
that reinsured employee or dependent, which
payments would have been reimbursed

through reinsurance in the absence of the
5, 000 deductible. The amount of the deduct- 

ible shall be periodically reviewed by the
board and adjusted for inflation, as deter- 
mined by the board. In addition, the member
shall retain 15 percent of the next $ 100,000
of benefit payments during a calendar year
and the reinsurance pool shall reinsure the
remainder, provided that the member' s li- 
ability under this paragraph shall not exceed

20,000 in any one calendar year with re- 
spect to any one person reinsured. 

e) Reinsurance may be terminated for
each reinsured employee or dependent on
any plan anniversary date. 

f) Premium rates charged for reinsur- 
ance by the program to a health maintenance
organization that is approved by the Secre- 
tary of Health and Human Services as a
federally qualified health maintenance or- 
ganization pursuant to 42 U.S. C. § 300e et
seq. shall be reduced to reflect the re- 
strictions and requirements of 42 U.S.C. 
300e et seq. 
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g) The board may consider adjustments
to the premium rates charged for reinsurance
by the reinsurance pool for carriers using
effective cost containment or if the carrier
is experiencing an unfair share of credit
risks or administrative expenses, as defined
by the board. 

h) Every reinsuring carrier must apply
its case management and claims handling
techniques, including but not limited to
utilization review, individual case manage- 
ment, preferred provider provisions, other

managed care provisions or methods of oper- 

ation, consistently with both reinsured and
nonreinsured business. 

8) Except as provided in subsection ( 7)( f) 
of this section, premium rates charged for
coverage reinsured by the pool shall be es- 
tablished as follows: 

a) One and one -half times the rate es- 
tablished by the board with respect to eligi- 
ble employees and their dependents of a
small employer, all of whose coverage is
reinsured with the reinsurance pool in ac- 
cordance with subsection ( 7)( b) of this sec- 
tion. 

b) Three times the rate established by
the board with respect to an eligible em- 
ployee or dependent who is reinsured in ac- 
cordance with subsection ( 7)( d) of this
section. 

9) The reinsurance pool shall not

reinsure health benefit plans issued through
the Insurance Pool Governing Board. 

10) In any case where a health benefit
plan for a small employer is entirely or par- 
tially reinsured with the reinsurance pool, 
the premium charged to the small employer
for any rating period for the coverage shall
be consistent with the requirements set forth
in ORS 743.737 ( 6). 

11) Following the close of each fiscal
year, the administering carrier shall deter- 
mine the net premiums, the reinsurance pool
expenses of administration and the incurred

losses for the year, taking into account in- 
vestment income and other appropriate ggains
and losses. Reinsurance premiums and bene- 
fits paid by a member .that are less than an
amount determined by the board to justify
the cost of collection shall not be considered
for purposes of determining assessment. 

12) Any net loss for the year shall be
recouped by assessments of all members as
follows: 

a) Each member' s assessment shall be
determined first by multiplyin.& the total

amount to be assessed by a fraction, the nu- 
merator of which equals the number of per- 

sons in Oregon who are covered by small
employer health benefit plans issued or
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reinsured with excess insurance by the
member, and the denominator of which
equals the total number of persons in Oregon
who are covered by small employer health
benefit plans issued or reinsured with excess
insurance by members of the Oregon Small
Employer Health Reinsurance Pool. In no
event shall this assessment exceed four per- 
cent of the premiums for any health benefit
coverage issued to small employers by mem- 
bers who are small employer carriers. 

b) In the event the assessment author- 
ized by paragraph ( a) of this subsection is not
sufficient, any balance remaining shall be
determined by multiplying the total amount
to be assessed by a fraction, the numerator
of which equals the number of persons in
Oregon who are covered by health benefit
plans issued or reinsured with excess insur- 
ance by the member, and the denominator of
which equals the total number of persons in
Oregon who are covered by health benefit
plans issued or reinsured with excess insur- 
ance by any carrier other than risk assuming
carriers. In no event shall this assessment
exceed one percent of the premiums for any
health benefit coverage issued by members. 

c) No assessment to one member in any
year shall exceed 40 percent of that year' s
total assessment. Each members proportion
of the assessment shall be determined annu- 
ally by the board based on annual statements
deemed necessary by the board and filed by
the member with the director. 

d) Subject to the approval of the direc- 
tor, the board shall make an adjustment to
the assessment formula for member health
maintenance organizations which are ap- 
proved as federally qualified by the Secretary
of Health and Human Services pursuant to
42 U.S.C. § 300e et seq. to the extent, if any, 
that restrictions are placed on them. 

13) The director shall insure that each
person who is covered by a health benefit
plan or who is reinsured with excess insur- 
ance is counted once with respect to any as- 
sessment. For that purpose, the director shall
require each member that obtains reinsur- 
ance for its insureds and its certificate hold- 
ers to include in its count of insureds and
certificate holders all insureds and certif- 
icate holders whose coverage is reinsured in
whole or in part. The director shall allow a
member who is a reinsurer to exclude from
its number of insureds and its certificate
holders those that have been counted by the
primary insurer for the purpose of determin- 
ing its assessment under this section. 

14) Each member shall pay its assess- 
ment as required by the board. Provision
shall be made in the plan of operation for the
imposition of an interest penalty for late
payment of assessments. 
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15) If assessments exceed actual losses
and administrative expenses, the excess shall
be held and invested and, with the earnings
and interest, used by the board to offset fu- 
ture losses or to reduce reinsurance pool
premiums. For the purposes of this sub- 
section, future losses include reserves for in- 
curred but not reported claims. 

16) Each members proportion of partic- 
ipation in the reinsurance pool shall be de- 
termined by the board based on annual
statements and other reports deemed neces- 
sary by the board and filed by the member
with the director. 

17) The board may abate or defer, in
whole or in part, the assessment of a member
if, in the opinion of the board, payment of
the assessment would endanger the ability of
the member to fulfill its contractual obli- 
gations. In the event an assessment against
a member is abated or deferred in whole or
in part, the amount by which the assessment
is abated or deferred may be assessed against
the other members in a manner consistent
with the basis for assessments set forth in
this section. The member receiving the
abatement or deferment shall remain liable
to the reinsurance pool for the deficiency for
four years. 

18) The participation in the reinsurance
Formsas members, the establishment of rates, 

forms or procedures or any other joint or
collective action required by ORS 743. 730 to
743.745 and 750.055 shall not be the basis of
any legal action, criminal or civil liability or
penalty against the reinsurance pool or any
of its members either jointly or separately. 

19) The reinsurance pool shall be exempt
from taxes. [ 1991 c.916 § 11; 1993 c. 18 § 163; 1993 c.649

131

Note: See note under 743.730. 

743.744 [ Formerly 747.140; renumbered 742.358 in
19891

743.745 Small Employer Carrier Advi- 
sory Committee; appointment; duties; 
study. The director shall appoint a Small
Employer Carrier Advisory Committee with
fair representation of risk assuming carriers
and reinsuring carriers. This committee shall
consist of at least one health maintenance
organization, one health care service con- 
tractor and one domestic insurer and shall
have the following duties: 

1)( a) Subject to approval by the director, 
the committee shall recommend the form and
level of coverages under the basic health
care plans pursuant to ORS 743.736 to be
made available by small employer carriers. 
The committee shall take into consideration
the levels of health benefit plans provided in
Oregon and the appropriate medical and eco- 
nomic factors and shall establish benefit lev- 

els, cost sharing, exclusions and limitations. 
The basic health care plans may include cost
containment features including, but not lim- 
ited to: 

A) Preferred provider provisions; 

B) Utilization review of health care
services including review of medical neces- 
sity of hospital and physician services; 

C) Case management benefit alterna- 
tives; 

D) Other managed care provisions; 

E) Selective contracting with hospitals, 
physicians and other health care providers; 
and

F) Reasonable benefit differentials appli- 
cable to participating and nonparticipating
providers. 

b) The committee shall submit the
health benefit plans to the director within
120 days after the appointment of the com- 
mittee pursuant to this section. The health
benefit plans shall be deemed approved un- 
less expressly. disapproved by the director
within 30 days after the date the director
receives the plans. 

2) In order to assure the broadest avail- 
ability of health benefit plans to small em- 
ployers, the committee shall recommend for
approval by the director market conduct and
other requirements for carriers and agents, 
including requirements developed as a result
of a request by the director, relating to the
following: 

a) Registration by each carrier with the
department of its intention to be a small
employer carrier under ORS 743.730 to
743.745 and 750.055. 

b) Publication by the department, the
committee or the board of a list of all small
employer carriers, including a potential re- 
quirement applicable to agents and carriers
that no health benefit plan be sold to a small
employer by a carrier not so identified as a
small employer carrier. 

c) The availability of a broadly publi- 
cized toll -free telephone number for access
by small employers to information concern- 
ing ORS 743. 730 to 743.745 and 750.055. 

d) To the extent deemed necessary by
the committee to assure the fair distribution
of high -risk individuals and groups among
carriers, periodic reports by carriers and
agents concerning health benefit plans is- 
sued, provided that reporting requirements
shall be limited to information concerning
case characteristics and numbers of health
benefit plans in various categories marketed
or issued, or both, to small employers. 

e) Registration by agents of the inten- 
tion to be agents for health benefit plans
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marketed to small employers under ORS
743.730 to 743.745 and 750.055. 

f) Methods concerning periodic demon- 
stration by small employer carriers and

agents that the small employer carriers are

marketing or issuing, or both, health benefit
plans to small employers in fulfillment of the
purposes of ORS 743.730 to 743.745, and
750.055. 

3) Within three years from September
29, 1991, the committee shall conduct a study
of the effectiveness of the provisions of ORS
743.730 to 743.745 and 750.055, recommend

further improvements to achieve greater sta- 
bility, accessibility and affordability in the
small employer marketplace and submit a

report to the . director. The study shall con- 
sider and make recommendations concerning
the extent, if any, to which further narrow- 
ing of the rate bands applicable to small em- 
ployer carriers is warranted because of the
requirement that all employers provide

health benefit coverage for their employees. 
1991 c.916 § 12; 1993 c. 18 § 11
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