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114th MAl E LEGISLATURE 

SECOND REGULAR SESSION go 1990 

Legislative Document No. 2195 

S.P.859 In Senate, January 19, 1990 

Approved for introduction by a majority of the Legislative Council pursuant to 
Joint Rule 26. 

Reference to the Committee on Banking and Insurance suggested and ordered 
printed. 

Presented by Senator CAHILL of Sagadahoc. 

Gbt.~d)-~ 
JOY']. O'BRIEN 
Secretary of the Senate 

Cosponsored by Representative WHITCOMB of Waldo and Representative COTE of 
Auburn. 

STATE OF MAINE 

IN THE YEAR OF OUR LORD 
NINETEEN HUNDRED AND NINETY 

An Act to Ensure the Proper Delivery of Insurance Benefits. 
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Be it enacted by the People of the State of Maine as folDows: 

Sec. 1. 24 MRSA §2302-B is enacted to read: 

§2302-B. Penalty for failure to notify of hospitalization 

No contract issued by a nonprofit hospital . or medical 
~~r~ices orga~ization may include a provision permitting the 
organization to imPQ~e a penalty, other than a denial of 
.reimRJJ.rSE;l!Jlent of hospi!&.J.izat ... iQP expenses in an amount not 
greater than $25 per hospitalization, for the failure of any 
person to notify the org.anization of a covered person's 
hospitalization within a certain time. 

This---.BeGtj._QP----ID;>plielL.to con.tracts g;mL certitj.j;;_at..§.s executi!..!h 
16 delivered, issued for delivery, continued or renewed in this 

~tate on or after the effective date of this section. For 
18 purpos~s of this section, all contracts are deemed to be renewed 

no later than the next yearly anniversary of the contract date. 
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Sec. 2. 24-A MRSA §2749-A is enacted to read: 

§2749-A. Penalty for failure to notify of hospitalization 

No insuran~~L..291icy m~nclude a provisio~errniJ:.ting the 
insurer to imQ..ose a penalty, other' than a denial of reimbursement 
Qf hospi.talization expenses in an amount not greater than $25 per 
hO..§pi t..Q.Jj.zatiQXh_...-fQx-tpe fail~r.e of QP-Y..........Per@.lL .... .to noJ;.jk-th~ 

i~surer of an insured person's hospitalization within a certain 
time. 

32 J'llis sect,io.D--.1!pplies t_o policies and ceJ;:.tificate .. 1L...§.~ecy.t§...qL 
delivered, issued {or delivery, continued or re.newed in this 

34 State after the effective date of this section. For purposes of 
this section, all policies are deemed to be renewed no later than 

36 the next yearly anniversary of the contract date. 

38 Sec. 3. 24-A MRSA §2848 is enacted to read: 

40 §2848. Penalty for failure to notify of hospitalization 

42 No ipsU£QD.C .. ~Q .. licy may include a provision permit .. tinq.....-t.h§. 
i~pur~~o imQ9§e a-I!....~palty, other than a denial of reimbursement 

44 for hospitalization expenses in an amount not greater than $25 
per hospitalization, for the (pilure of any person to notify the 

46 .!..!lSUrer of an insured' person's hospitalization within a certain 
time. 

48 
This section applies to policies and certifica_tes execut,ed, 

50 delivered, .i, .. ssued for delivery, continued or renewed in this 
State after the effective date of this section. For purposes of 
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..this section, all policies are deemed to be renewed no later than 
the next yearly anniversary of the contract date. 

STATEMENT OF FACT 

Some insurance policies and hospital services plan contracts 
requi:ce that the insurer or organization be notified within a 
certain period of time when a person covered by the policy or 
contract has been hospitalized. The insured person is penalized 
for failure to provide the notification within the required 
time. This bill limits the penalty that the insurer or plan may 
impose on a person who fails to comply with the notification 
requirement. Under the bill, the maximum penalty is the loss of 
$25 of reimbursement per hospitalization. 
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