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AN ACT concerning health benefits for dependents.

Be it enacted by the People of the State of Illinois,

represented in the General Assenbly:

Section 5. The State Enpl oyees G oup Insurance Act of

1971 i s anended by changi ng Section 3 as foll ows:

(5 ILCS 375/3) (fromCh. 127, par. 523)

Sec. 3. Definitions. Unl ess the context otherw se
requires, the follow ng words and phrases as used in this Act
shal | have the follow ng neanings. The Departnent may define
t hese and ot her words and phrases separately for the purpose
of inplementing specific prograns providing benefits under
this Act.

(a) "Admnistrative service organization" means any
person, firm or corporation experienced in the handling of
claims which is fully qualified, financially sound and
capabl e of neeting the service requirenents of a contract of
adm ni stration executed wth the Departnent.

(b) "Annuitant" nmeans (1) an enployee who retires, or
has retired, on or after January 1, 1966 on an imedi ate
annuity under the provisions of Articles 2, 14, 15 (including
an enployee who has retired under the optional retirenent
program est abl i shed under Section 15-158.2), paragraphs (2),
(3), or (5 of Section 16-106, or Article 18 of the Illinois
Pension Code; (2) any person who was receivVving group
i nsurance coverage under this Act as of March 31, 1978 by
reason of his status as an annuitant, even though the annuity
in relation to which such coverage was provided is a
proportional annuity based on | ess than the m ni num peri od of
service required for a retirement annuity in the system
i nvol ved; (3) any person not otherw se covered by this Act

who has retired as a participating nmenber under Article 2 of
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t he [1linois Pension Code but 1is ineligible for the
retirement annuity wunder Section 2-119 of +the |Illinois
Pensi on Code; (4) the spouse of any person who is receiving a
retirement annuity under Article 18 of the 1Illinois Pension
Code and who is <covered under a group health insurance
program sponsored by a governnmental enployer other than the
State of [Illinois and who has irrevocably elected to waive
his or her coverage under this Act and to have his or her
spouse considered as the "annuitant" under this Act and not
as a "dependent”; or (5) an enployee who retires, or has
retired, from a qualified position, as determ ned accordi ng
to rules promul gated by the Director, under a qualified |ocal
government or a qualified rehabilitation facility or a
qualified donmestic violence shelter or servi ce. (For
definition of "retired enpl oyee", see (p) post).

(b-5) "New SERS annuitant” neans a person who, on or
after January 1, 1998, becones an annuitant, as defined 1in
subsecti on (b), by wvirtue of beginning to receive a
retirement annuity under Article 14 of the Illinois Pension
Code, and is eligible to participate in the basic program of
group health benefits provided for annuitants under this Act.

(b-6) "New SURS annuitant"” nmeans a person who (1) on or
after January 1, 1998, becones an annuitant, as defined in
subsection (b), by virtue of beginning to recei ve a
retirement annuity under Article 15 of the Illinois Pension
Code, (2) has not nmade the el ection authorized under Section
15-135.1 of the Illinois Pension Code, and (3) is eligible to
participate in the basic programof group health benefits
provided for annuitants under this Act.

(b-7) "New TRS State annuitant” nmeans a person who, on
or after July 1, 1998, becones an annuitant, as defined in
subsection (b), by virtue of beginning to recei ve a
retirement annuity under Article 16 of the Illinois Pension

Code based on service as a teacher as defined in paragraph
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(2), (3), or (5 of Section 16-106 of that Code, and is
eligible to participate in the basic programof group health
benefits provided for annuitants under this Act.

(c) "Carrier” nmeans (1D an insurance conpany, a
corporation organized wunder the Limted Health Service
Organi zation Act or the Voluntary Health Services Plan Act, a
partnership, or other nongovernnmental organization, which is
authorized to do group life or group health insurance
business in Illinois, or (2) the State of |Illinois as a
sel f-insurer

(d) "Conpensation" neans salary or wages payable on a
regul ar payroll by the State Treasurer on a warrant of the
State Conptroller out of any State, trust or federal fund, or
by the Governor of the State through a disbursing officer of
the State out of a trust or out of federal funds, or by any
Departnent out of State, trust, federal or other funds held
by the State Treasurer or the Departnent, to any person for
per sonal services currently perfornmed, and ordinary or
accidental disability benefits wunder Articles 2, 14, 15
(tncluding ordinary or accidental disability benefits under
the optional retirenment program established under Section
15-158. 2), paragraphs (2), (3), or (5) of Section 16-106, or
Article 18 of the Illinois Pension Code, for disability
incurred after January 1, 1966, or benefits payabl e under the
Wor ker s’ Conpensati on or Qccupational Diseases Act or
benefits payable under a sick pay plan established in
accordance wth Section 36 of the State Finance Act.
"Conpensation" al so neans salary or wages paid to an enpl oyee
of any qualified |ocal governnent or qualified rehabilitation
facility or a qualified donestic violence shelter or service.

(e) "Comm ssion” means t he State Enployees G oup
| nsurance Advisory Comm ssion authorized by this Act .
Comrencing July 1, 1984, "Comm ssion" as used in this Act

means the Illinois Economc and Fiscal Conmmi ssi on as
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established by the Legislative Conm ssion Reorgani zati on Act
of 1984.

(f) "Contributory", when referred to as contributory
coverage, shall nean optional coverages or benefits el ected
by the nenber toward the cost of which such nenber nakes
contribution, or which are funded in whole or in part through
t he acceptance of a reduction in earnings or the foregoing of
an increase in earnings by an enpl oyee, as distinguished from

noncontri butory coverage or benefits which are paid entirely

by the State of Illinois without reduction of the nmenber's
sal ary.
(g) "Departnent” means any departnent, institution,

board, conm ssion, officer, court or any agency of the State
government receiving appropriations and having power to
certify payrolls to the Conptroller authorizing paynments of
sal ary and wages agai nst such appropriations as are nmade by
the General Assenbly fromany State fund, or against trust
funds held by the State Treasurer and includes boards of
trustees of the retirenment systens created by Articles 2, 14,
15, 16 and 18 of the Illinois Pension Code. "Departnent"
al so includes the Illinois Conprehensive Health I|nsurance
Board, the Board of Exam ners established under the Illinois
Public Accounting Act, and the Illinois Rural Bond Bank.

(h) "Dependent", when the termis used in the context of
the health and life plan, neans a nenber's spouse and any
unmarried child (1) frombirth to age 19 including an adopted
child, a child who lives with the nenber fromthe tinme of the
filing of a petition for adoption until entry of an order of
adoption, a stepchild or recognized child who lives with the
menber in a parent-child relationship, or a child who |ives
with the nenber if such nenber is a court appointed guardian
of the child, or (2) age 19 to 23 enrolled as a full-tine
student in any accredited school, financially dependent upon

the menber, and eligible to be clained as a dependent for
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i ncone tax purposes, or (3) age 19 or over who is nentally or
physi cal | y handi capped. For the health plan only, the term
"dependent” also includes any person enrolled prior to the
effective date of this Section who is dependent upon the
menber to the extent that the nmenber may clai msuch person as
a dependent for inconme tax deduction purposes; no other such

person may be enrolled. For the health plan only, the term

"dependent"” also includes a parent of the menber who has

lived with the nenber for at | east one year before coverage

is sought and who is financially dependent upon the nenber

and eligible to be clained as a dependent for incone tax

(i) "Drector" means the Director of the Illinois
Department of Central Managenment Servi ces.

(j) "Eligibility period" neans the period of tine a
menber has to elect enrollnment in prograns or to sel ect
benefits without regard to age, sex or health.

(k) "Enployee" neans and includes each officer or
enpl oyee in the service of a departnent who (1) receives his
conpensation for service rendered to the departnent on a
war r ant i ssued pursuant to a payroll certified by a
departnment or on a warrant or check issued and drawn by a
departnment wupon a trust, federal or other fund or on a
warrant issued pursuant to a payroll certified by an elected
or duly appointed officer of the State or who receives
paynment of the performance of personal services on a warrant
issued pursuant to a payroll certified by a Departnent and
drawn by the Conptroller upon the State Treasurer against
appropriations nade by the General Assenbly fromany fund or
agai nst trust funds held by the State Treasurer, and (2) 1is
enployed full-tinme or part-tine in a position normally
requiring actual performance of duty during not less than 1/2
of a normal work period, as established by the Director in

cooperation with each departnent, except that persons el ected
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by popular vote w1l be considered enployees during the
entire term for which they are elected regardless of hours
devoted to the service of the State, and (3) except that
"enpl oyee" does not include any person who is not eligible by
reason of such person's enploynent to participate in one of
the State retirement systens under Articles 2, 14, 15 (either
the regular Article 15 system or the optional retirenment
program established wunder Section 15-158.2) or 18, or under
paragraph (2), (3), or (5) of Section 16-106, of the Illinois
Pensi on Code, but such term does include persons who are
enployed during the 6 nonth qualifying period under Article
14 of the Illinois Pension Code. Such termalso includes any
person who (1) after January 1, 1966, is receiving ordinary
or accidental disability benefits under Articles 2, 14, 15
(it ncluding ordinary or accidental disability benefits under
the optional retirenent program established under Section
15-158. 2), paragraphs (2), (3), or (5) of Section 16-106, or
Article 18 of the Illinois Pension Code, for disability
incurred after January 1, 1966, (2) receives total pernanent
or total tenporary disability under the Wrkers' Conpensation
Act or Cccupational D sease Act as a result of injuries
sustained or illness contracted in the course of enploynent
wth the State of Illinois, or (3) is not otherw se covered
under this Act and has retired as a participating nenber
under Article 2 of the 1Illinois Pension Code but is
ineligible for the retirenent annuity under Section 2-119 of
the Illinois Pension Code. However, a person who satisfies
the criteria of the foregoing definition of "enployee" except
that such person is made ineligible to participate in the
State Universities Retirenment System by clause (4) of
subsection (a) of Section 15-107 of the Illinois Pension Code
is also an "enployee" for the purposes of this Act .
"Enpl oyee" al so includes any person receiving or eligible for

benefits under a sick pay plan established in accordance with
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Section 36 of the State Finance Act. "Enployee" al so includes
each officer or enployee in the service of a qualified |ocal
government, including persons appointed as trustees of
sanitary districts regardl ess of hours devoted to the service
of the sanitary district, and each enployee in the service of
a qualified rehabilitation facility and each full-tine
enpl oyee in the service of a qualified donestic violence
shel ter or service, as determned according to rules
promul gated by the Director.

(1) "Menber" nmeans an enployee, annuitant, retired
enpl oyee or survivor.

(m "Optional cover ages or benefits" nmeans those
coverages or benefits available to the nenber on his or her
voluntary el ection, and at his or her own expense.

(n) "Program neans the group Ilife insurance, health
benefits and other enpl oyee benefits designed and contracted
for by the Director under this Act.

(o) "Health plan® neans a health benefits program
offered by the State of Illinois for persons eligible for the
pl an.

(p) "Retired enpl oyee" neans any person who would be an
annuitant as that term is defined herein but for the fact
that such person retired prior to January 1, 1966. Such term
al so includes any person fornmerly enployed by the University
of Illinois in the Cooperative Extension Service who woul d be
an annuitant but for the fact that such person was nade
ineligible to participate in t he State Uni versities
Retirenent System by clause (4) of subsection (a) of Section
15-107 of the Illinois Pension Code.

(g) "Survivor" neans a person receiving an annuity as a
survivor of an enployee or of an annuitant. "Survivor" also
includes: (1) the surviving dependent of a person who
satisfies the definition of "enployee" except that such

person is made ineligible to participate in the State
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Universities Retirenment System by clause (4) of subsection
(a) of Section 15-107 of the Illinois Pension Code; and (2)
the surviving dependent of any person fornerly enpl oyed by
the University of Illinois in the Cooperative Extension
Service who would be an annuitant except for the fact that
such person was made ineligible to participate in the State
Universities Retirenment System by clause (4) of subsection
(a) of Section 15-107 of the Illinois Pension Code.

(g-5) "New SERS survivor" means a survivor, as defined
in subsection (q), whose annuity is paid under Article 14 of
the Illinois Pension Code and is based on the death of (i) an
enpl oyee whose death occurs on or after January 1, 1998, or
(11) a new SERS annuitant as defined in subsection (b-5).

(g-6) "New SURS survivor" nmeans a survivor, as defined
in subsection (qgq), whose annuity is paid under Article 15 of
the Illinois Pension Code and is based on the death of (i) an
enpl oyee whose death occurs on or after January 1, 1998, or
(11) a new SURS annuitant as defined in subsection (b-6).

(g-7) "New TRS State survivor" neans a survivor, as
defined in subsection (q), whose annuity is paid under
Article 16 of the Illinois Pension Code and is based on the
death of (i) an enployee who is a teacher as defined in
paragraph (2), (3), or (5) of Section 16-106 of that Code and
whose death occurs on or after July 1, 1998, or (ii) a new
TRS State annuitant as defined in subsection (b-7).

(r) "Medical services" neans the services provided
within the scope of their licenses by practitioners in al
categories licensed under the Medical Practice Act of 1987.

(s) "Unit of | ocal governnent” neans any county,
muni ci pality, township, school district, special district or
other wunit, designated as a unit of |ocal governnent by | aw,
whi ch exercises limted governnmental powers or powers in
respect to limted governnental subjects, any not-for-profit

association wth a nenbership that primarily i ncl udes
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townships and township officials, that has duties that
include provision of research service, dissemnation of
information, and other acts for the purpose of inproving
townshi p governnent, and that is funded wholly or partly in
accordance wth Section 85-15 of the Township Code; any
not-for-profit corporation or association, with a mnenbership
consisting primarily of nmunicipalities, that operates its own
utility system and provi des research, trai ni ng,
dissem nation of information, or other acts to pronote
cooperation between and anong nunicipalities that provide
utility services and for the advancenent of the goals and
pur poses of its nenbership; the Southern Illinois Collegiate
Common Market, which is a consortiumof higher education
institutions in Southern I11inois; and t he I11inois
Association of Park Districts. "Qualified |ocal governnment”
means a unit of |ocal governnent approved by the Director and
participating in a programcreated under subsection (i) of
Section 10 of this Act.

(t) "Qualified rehabilitation facility" nmeans any
not-for-profit organization that 1is accredited by t he
Comm ssion on Accreditation of Rehabilitation Facilities or
certified by the Departnent of Human Services (as successor
to t he Department of Mental Health and Devel opnental
Disabilities) to provi de servi ces to persons W th
disabilities and which receives funds from the State of
IIlinois for providing those services, approved by the
Di rector and participating in a program created under
subsection (j) of Section 10 of this Act.

(u) "Qualified donmestic violence shelter or service"
means any |Illinois donestic violence shelter or service and
its adm nistrative offices funded by the Departnent of Human
Services (as successor to the Illinois Departnent of Public
Aid), approved by the Director and participating in a program

created under subsection (k) of Section 10.
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(v) "TRS benefit recipient” neans a person who:

(1) is not a "nenber" as defined in this Section;
and

(2) is receiving a nonthly benefit or retirenent
annuity under Article 16 of the 1Illinois Pension Code;
and

(3) either (i) has at |least 8 years of creditable
service under Article 16 of the Illinois Pension Code, or
(1i) was enrolled in the health insurance program offered
under that Article on January 1, 1996, or (iii) 1is the
survivor of a benefit recipient who had at | east 8 years
of creditable service under Article 16 of the 1Illinois
Pension Code or was enrolled in the health insurance
program of fered under that Article on the effective date
of this amendatory Act of 1995, or (iv) is a recipient or
survivor of a recipient of a disability benefit under
Article 16 of the Illinois Pension Code.
(w) "TRS dependent beneficiary" neans a person who:

(1) is not a "nmenber" or "dependent" as defined in
this Section; and

(2) is a TRS benefit recipient's: (A spouse, (B)
dependent parent who is receiving at least half of his or
her support from the TRS benefit recipient, or (O
unmarried natural or adopted child who is (i) under age
19, or (ii) enrolled as a full-time student in an
accredited school, financially dependent upon the TRS
benefit recipient, eligible to be clained as a dependent
for income tax purposes, and either is under age 24 or
was, on January 1, 1996, participating as a dependent
beneficiary in the health insurance program offered under
Article 16 of the Illinois Pension Code, or (iii) age 19
or over who is nentally or physically handi capped.

(x) "Mlitary leave with pay and benefits" refers to

individuals in basic training for reserves, special/advanced
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training, annual training, energency call up, or activation
by the President of the United States with approved pay and
benefits.
(y) "Mlitary |l eave without pay and benefits" refers to
i ndividuals who enlist for active duty in a regular conponent
of the US. Arned Forces or other duty not specified or
authorized under mlitary |leave with pay and benefits.
(z) "Community college benefit recipient”" nmeans a person
who:
(1) is not a "nenber" as defined in this Section;
and
(2) is receiving a nonthly survivor's annuity or
retirement annuity wunder Article 15 of the Illinois
Pensi on Code; and
(3) either (i) was a full-time enployee of a
community college district or an association of conmmunity
col | ege boards created under the Public Community Col | ege
Act (other than an enployee whose | ast enpl oyer under
Article 15 of the Illinois Pension Code was a conmunity
college district subject to Article VII of the Public
Community College Act) and was eligible to participate in
a group health benefit plan as an enployee during the
time of enployment with a comunity college district
(other than a comunity college district subject to
Article VIl of the Public Community Coll ege Act) or an
associ ation of community coll ege boards, or (ii) 1is the
survivor of a person described in item{(i).
(aa) "Community college dependent beneficiary" nmeans a
per son who:
(1) is not a "nmenber" or "dependent" as defined in
this Section; and
(2) is a comunity college benefit recipient's: (A
spouse, (B) dependent parent who is receiving at | east

hal f of his or her support from the comunity college
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benefit recipient, or (C unmarried natural or adopted
child who is (i) under age 19, or (ii) enrolled as a
full-time student in an accredited school, financially
dependent upon the community college benefit recipient,
eligible to be clained as a dependent for incone tax
pur poses and under age 23, or (iii) age 19 or over and
mental Iy or physically handi capped.
(Source: P.A 90-14, eff. 7-1-97; 90-65, eff. 7-7-97; 90-448,
eff. 8-16-97; 90-497, eff. 8-18-97; 90-511, eff. 8-22-97;
90-582, eff. 5-27-98; 90-655, eff. 7-30-98; 91-390, eff.
7-30-99; 91-395, eff. 7-30-99; 91-617, eff, 8-19-99; revised
10-19-99.)

Section 10. The Illinois Insurance Code is anended by

changi ng Section 356a as foll ows:

(215 I1LCS 5/356a) (fromCh. 73, par. 968a)

Sec. 356a. Form of policy.

(1) No policy of accident and health insurance shall be
delivered or issued for delivery to any person in this state
unl ess:

(a) the entire noney and other considerations therefor
are expressed therein; and

(b) the time at which the insurance takes effect and
termnates is expressed therein; and

(c) it purports to insure only one person, except that a
policy may insure, originally or by subsequent anendnent,
upon the application of an adult nenber of a famly who shal
be deened the policyholder, any two or nore eligible nenbers
of that famly, including husband, w fe, dependent children
or any children under a specified age which shall not exceed
19 years, and any ot her person dependent upon the

pol i cyhol der including a parent of the policyholder who has

lived with the policyholder for at |east one year before
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coverage i s sought; and

(d) the style, arrangenent and over-all appearance of
the policy give no wundue prom nence to any portion of the
text, and unless every printed portion of the text of the
policy and of any endorsenents or attached papers is plainly
printed in light-faced type of a style in general wuse, the
size of which shall be uniformand not |ess than ten-point
with a | ower-case unspaced al phabet |ength not | ess than one
hundred and twenty-point (the "text" shall include al
printed matter except the nane and address of the insurer,
name or title of the policy, the brief description if any,
and captions and subcaptions); and

(e) the exceptions and reductions of indemity are set
forth in the policy and, except those which are set forth in
Sections 357.1 through 357.30 of this act, are printed, at
the insurer's option, either included wth the benefit
provision to which they apply, or wunder an appropriate
caption such as "EXCEPTI ONS', or "EXCEPTI ONS AND REDUCTI ONS"
provided that if an exception or reduction specifically
applies only to a particular benefit of the policy, a
statenent of such exception or reduction shall be included
with the benefit provision to which it applies; and

(f) each such form including riders and endorsenents,
shall be identified by a formnunber in the |ower |eft-hand
corner of the first page thereof; and

(g) it contains no provision purporting to make any
portion of the <charter, rules, constitution, or by-laws of
the insurer a part of the policy unless such portion is set
forth in full in the policy, except 1in the case of the
i ncorporation of, or reference to, a statenent of rates or
classification of risks, or short-rate table filed with the
Director.

(2) If any policy is issued by an insurer domciled in

this state for delivery to a person residing in another
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state, and if the official having responsibility for the
adm nistration of the insurance l|aws of such other state
shal | have advised the Director that any such policy is not
subject to approval or disapproval by such official, the
Director may by ruling require that such policy neet the
standards set forth in subsection (1) of this section and in
Sections 357.1 through 357. 30.

(Source: P.A 76-860.)

Section 15. The Heal th Mai ntenance Organi zation Act 1is

anended by changi ng Section 5-3 as foll ows:

(215 ILCS 125/5-3) (from Ch. 111 1/2, par. 1411.2)
Sec. 5-3. Insurance Code provisions.
(a) Health Maintenance Organi zations shall be subject to
the provisions of Sections 133, 134, 137, 140, 141.1, 141.2,
141. 3, 143, 143c, 147, 148, 149, 151, 152, 153, 154, 154.5,
154.6, 154.7, 154.8, 155.04, 355.2, 356a, 356m 356v, 356w,
356x, 356y, 367i, 368a, 401, 401.1, 402, 403, 403A, 408,
408. 2, 409, 412, 444, and 444.1, paragraph (c) of subsection
(2) of Section 367, and Articles IlA VIII 1/2, XIl, X 1/2,
XiEh, Xl 1/2, XXV, and XXVI of the Illinois Insurance Code.
(b) For purposes of the Illinois Insurance Code, except
for Sections 444 and 444.1 and Articles XIIl and X1 1/2,
Heal t h Mai nt enance Organi zations in the followng categories
are deened to be "donmestic conpanies":
(1) a corporation authorized under the Dental
Service Plan Act or the Voluntary Health Services Plans
Act ;
(2) a corporation organized under the laws of this
State; or
(3) a corporation organized under the |laws of
anot her state, 30%or nore of the enrollees of which are

residents of this State, except a corporation subject to
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substantially the same requirenents in its state of
organi zation as is a "donestic conpany" under Article
VIIlI 1/2 of the Illinois Insurance Code.

(c) In considering the nmerger, consolidation, or other

acquisition of control of a Health Mintenance O ganization

pursuant to Article VIIl 1/2 of the Illinois Insurance Code,

(1) the Director shall give primary consideration
to the continuation of Dbenefits to enrollees and the
financial conditions of the acquired Health Mintenance
Organi zation after the nmerger, consolidation, or other
acquisition of control takes effect;

(2)(i) the criteria specified in subsection (1)(b)
of Section 131.8 of the Illinois Insurance Code shall not
apply and (ii) the Director, in making his determ nation
with respect to the nmerger, consolidation, or other
acquisition of control, need not take into account the
effect on conpetition of the nerger, consolidation, or
ot her acquisition of control;

(3) the Director shall have the power to require
the foll ow ng information:

(A) certification by an independent actuary of

the adequacy of +the reserves of t he Heal t h

Mai nt enance Organi zati on sought to be acquired;

(B) pro forma financial statenents reflecting

t he conbi ned bal ance sheets of the acquiring conpany

and the Heal th Mai ntenance Organi zati on sought to be

acquired as of the end of the preceding year and as
of a date 90 days prior to the acquisition, as well
as pro forma financial statenents reflecting

projected conbined operation for a period of 2

years;

(C a pro forma business plan detailing an
acquiring party's pl ans wth respect to the

operation of the Health M ntenance Organization
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sought to be acquired for a period of not |ess than
3 years; and

(D) such other information as the Director
shal | require.

(d) The provisions of Article VII1 1/2 of the Illinois
| nsurance Code and this Section 5-3 shall apply to the sale
by any heal th mai nt enance organi zati on of greater than 10% of
its enrollee population (including wthout limtation the
heal t h mai nt enance organi zation's right, title, and interest
inand to its health care certificates).

(e) In considering any managenent contract or service

agreenent subject to Section 141.1 of the Illinois Insurance
Code, the Director (i) shall, in addition to the criteria
specified in Section 141.2 of the Illinois Insurance Code,

take into account the effect of the managenent contract or
service agreenent on the continuation of benefits to
enrol | ees and t he financial condition of the health
mai nt enance organi zati on to be nmanaged or serviced, and (i)
need not take into account the effect of the managenent
contract or service agreenent on conpetition.

(f) Except for small enployer groups as defined in the
Smal | Enployer Rating, Renewability and Portability Health
| nsurance Act and except for nedicare supplenent policies as
defined in Section 363 of the Illinois Insurance Code, a
Heal t h Mai nt enance Organi zation may by contract agree with a
group or other enrollnment unit to effect refunds or charge
addi tional prem unms under the followng terns and conditions:

(1) the amount of, and other terms and conditions
with respect to, the refund or additional prem umare set
forth in the group or enrollnment unit contract agreed in
advance of the period for which a refund is to be paid or
additional premiumis to be charged (which period shal
not be | ess than one year); and

(1i) the amount of the refund or additional prem um
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shal | not exceed 20% of the Health Mintenance

Organi zation's profitable or unprofitable experience with

respect to the group or other enrollnent wunit for the

period (and, for purposes of a refund or additional
premum the profitable or unprofitable experience shal
be cal cul ated taking into account a pro rata share of the

Heal t h Mai nt enance Organi zation's admnistrative and

mar ket i ng expenses, but shall not include any refund to

be made or additional premumto be paid pursuant to this
subsection (f)). The Health Mii ntenance O ganization and

t he group or enrollnment wunit nmay agree that the

profitable or unprofitable experience may be calculated

taking into account the refund period and the imedi ately
precedi ng 2 plan years.

The Health Mintenance Organization shall include a
statenent in the evidence of coverage issued to each enrollee
describing the possibility of a refund or additional prem um
and upon request of any group or enrollnent unit, provide to
the group or enrollnent unit a description of the nethod used
to calculate (1) the Health Maintenance Organi zation's
profitabl e experience with respect to the group or enroll nent
unit and the resulting refund to the group or enrollnment unit
or (2) the Health Maintenance Organization's unprofitable
experience wth respect to the group or enrollnment wunit and
the resulting additional premumto be paid by the group or
enrol I ment unit.

In no event shall the Illinois Health Mai nt enance
Organi zation GQuaranty Association be liable to pay any
contractual obligation of an insolvent organi zation to pay
any refund authorized under this Section.

(Source: P.A  90-25, eff. 1-1-98; 90-177, eff. 7-23-97
90-372, eff. 7-1-98; 90-583, eff. 5-29-98; 90-655, eff.
7-30-98; 90-741, eff. 1-1-99; 91-357, eff. 7-29-99; 91-406,
eff. 1-1-00; 91-549, eff. 8-14-99; 91-605, eff. 12-14-99;
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91-788, eff. 6-9-00.)

Section 20. The Voluntary Health Services Plans Act is

anended by changi ng Section 10 as foll ows:

(215 ILCS 165/10) (from Ch. 32, par. 604)

Sec. 10. Application of Insurance Code provi si ons.

Health services plan corporations and all persons interested
therein or dealing therewith shall be subject to t he
provisions of Articles IlA and XIl 1/2 and Sections 3.1, 133,
140, 143, 143c, 149, 354, 355.2, 356a, 356r, 356t, 356u,
356v, 356w, 356x, 356y, 367.2, 368a, 401, 401.1, 402, 4083,
403A, 408, 408.2, and 412, and paragraphs (7) and (15) of
Section 367 of the Illinois |Insurance Code.
(Source: P.A 90-7, eff. 6-10-97; 90-25, eff. 1-1-98; 90-655,
eff. 7-30-98; 90-741, eff. 1-1-99; 91-406, eff. 1-1-00;
91-549, eff. 8-14-99; 91-605, eff. 12-14-99; 91-788, eff.
6- 9- 00.)
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