Senate Bill 332
In The Senate
January 30, 1981 Introduced and referred
to Committee con Public
Health, Welfare and Safety.
Fiscal note requested.

February 5, 1981 Fiscal note returned.

February 21, 1981 Committee recommend bill
do not pass.
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1L No. T T

INTRODUCED BY

BY REQUEST OF THE INSURANCE DEPARTMENT

A BILE FOR AN ACT ENTITLED: RAN  ACT TO REQUIRFE THE
O9PHRTUNITY IN  CERTAIN CIRCUMSTANCES FOR AN INDIVIDUAL T0
CONTINUE HIS PARTICIPATICN IN A GROUP OISABILITY INSURANCE
PLAN IF HE LESAVES THE GROUP; TG REQUIRE THE OPPORTUMITY In
CERTAIN CIRCUMSTANCES FOR AN INDIVIDUAL TC CGNYERT HIS GROUP
INSURANCE FO AN INDIVIDUAL POLICY IF HIS GROUP INSURAMNCE
CCVERAGE IS TERMINATED; AND ESTABLISHING STANDARDS AND
CONDITIONS FOR CONTINUATION OF COVERAGE AND CORVERSION; AND
PROVIDING FOR A DELAYED EFFECTIVE OATELM

3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Short titles This [2¢t] may be cited as the
“Group Disability Insurance Continuation and Conversion
Lan"e

Saction 2. Definiticnse As used in this [act]y the
following definitions apply:

{1) "6roup peclicy™ means a aroup disability insurance
policy issued by an insurance company and 3 group contract
issued by 2 healtn service corporation or health maintenance
organization or similar corporation or organizatione

(2) ®Individual policy™ or "converted policy™ means an
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individoal disability insurance policy issued by an
insurance company or an individual health services contract
issuad by & health service corporation or health maintenance
arganization or similar corporation or organizations

(3) "insurance™y Yinsures®™s and Ylnsured® refer to
coverage under a group nolicyy individual policys or
converted policy omr a premium-paying basis and do not
include coverage preovided solely as an accrued lisbility or
by reason of a disabiltity extensions

{4} "Insurer™ means the entity issuing a group policy
or an individual or converted policly.

(5) "Medicare® means the health care program
established in Title XVIII cf +the United States Social
Security Acts as amended or supersedede.

{6} "Premiua™ includes any premium or other
consideration payable for coverage under a dgroup or
individual palicye.

Saction 3« Conptinuation of group hospitaly surgicaly
and major medical coverage after termination of employment
or memdership —-- conditionse A group policy delivered or
issued for delivery in this state which insures emnloyees Or
members for houspitals surgicals ofF major medical insurance
on an expense incurred or service‘ basiss other than for
specific diseases or for accidental injuries cnlyy shall

provide that employees or members whose insurance under the

- VNTRODUCED BILL
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group poticy would otherwise terminate because of
termination of employment or membership are entitled to
continue the hospitaly surgicaly and major wedical insurance
coverage of +that group pelicy for themselves and their
eligible dependents, subjecﬁ to all of the group policyts
terms and conditions applicable to those forms of insurance
and subject to the following conditions:

{l) Continuation shall be available only to an
employee or member who has been conatinuausty insured under
the group policy (and fFor similar benefits under oany group
pelicy which it replaced) during the entire 3—-month period
ending with such terminatione

(2} Continuation shall not be available for a person
who is or could be:

{a) covered by Medicare; or

{b) covered by any cther insured or uninsured
arrangement which provides hospitales surgicaly or medical
coverage for individuals in a graups

{3) Contiauation need not include dentals vision cares
or prescription drug benaefits o any other bencfits provided
under the group pclicy in addition to its hospitals
surgicaly or major medical benefitss

{4) An employee or member who wishes centinuation of
coverage aust request such continuation in writing within

the 10-day period following the later of:
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{a) the date of such terminztiony or

{b) the date the employee is given notice ef the right
of continuation by either his employer or the group
policyholdery but the employee or member wmust =<lect
continuation within 321 days of the date of termination.

{5) An employee or member elacting continuation must
pay to the group policyholder or his employers on a monthly
basis in advancey the amount of contribution required by the
policyholder or employery but .not more than the group rate
for the insurance being continued unde2r the group policy an
the due date of each paymente The employee's or memper®™s
written election of continuations together with the first
centribution required to establish contributions on a
@monthly basis in advances must be given tc the policyholder
or emplayer within 31 days of tha date the employee's or
member®s insurance would otherwise terminatza.

{6} Continuation of insurance upder the croup nclicy
for any person shall terminate when he fails to sztisfy the
conditions of subsection (2) ory if earltiery at the first to
cccur of the following?

{2) the date & months after the date the employee’s or
membar®s insurance under the policy would otherwise have
terminated because of tarmination of employment ar
memberships '

(b) if the employese or member fails to mzke timely

-ty
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payment of a reguired contributiony the end of the period
for which contributions were made; or

{c) the date on which the group policy is terminated
ory in the case of an smpioyees the date his emplioyer
terminates participation under the group policye

(Ty 1If subsection (é)(c} applies and the coverage
ceasing by rezason of such termination is replaced by similar
coveraqge under another group opelicyy the following shald
apnly:

{a} The ewployes or member shall have the right to
bzcome covered under that other group policy for the balance
of the period that he would have remained covered under the
prior group policy in accordance with subsection (6) had a
termination described in subsection (6)(c) not occurred.

{b) The minimum Yevel of benefits te be provided by
trne other group pelicy shall bSe the applicable level of
senafits af the prior group policy reduced by any benefits
payable under that prior group policye

(c}) The prior group policy shall continue ta provice
benefits to the extent of its accrued 1liabilities and
extensions of benefits as (if the replacement had not
occurraede

{8) A notification of the continuation privilege must
be included in sach certificate of coverages

Section 4. Entitlement to converted individual policys

-
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{1) A group policy delivered or issued for delivery in this
state which insures employees or members for hospitale
surgicaly or major medical insurance on an expense incurred
or service basisy other than for specific diseases or for
accidental injuries onlys shall provide that an employee or
member whose insurance under the group policy has been
terminated is entitlied to have 2 converted pelicy issu2d to
him by the insurer under whose group pelicy he was insurads
without =vidence ‘of Insurabilitys subject to [sections 5
through 22).

{2) A notification of the conversion privilege mnust be
included in each certificate of coverages

{3} The insurer may elect to provide group insurance
coverage in lieu of the issuance of a converted individual
policye

Section 5. Converted policy —-— when no entitlements. A
converted polticy Is not available to an employee or member
if termination of his insurance under the group policy
eccurred:

(1) because of termination of employment or membership
and either he was not entitled to continuation of group
caverage under {[section 3] or failed to elect such
continuation;

{2) Dbecause he failed to make timely payment of any

required contribution;

- SR 53
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{3) Ffor any other reason if he had not beén
continuously covered under the group policy (and for similar
benefits wunder any group policy which it replaced) during
the 2ntire 3-month period ending with such teramination; or

(4} becsuse the group polticy terminated cor an
employer®s participation terminateds and the insur%nce is
replaced by similar coverage under another group policy
within 31 days of the date of terminations

Section &« Converted policy premium payment -
effective date of coverages Hritten application and the
first premium payment for the converted pelicy shall be made
to the insurer not later than 21 days after such
terminations Its effective date shall be the .day following
the termination of insurance under the group policye.

Saction 7« Amount of converted policy premiume The
premium  for the converted policy shall be deteramined in
accordance with the insurer®s table of premium rates
applicable to the age and class of risk af each person to be
covered under that policy and to the type and amount of
insurance provided.

Saction Ba Coverage of persons under converted pclicys
The converted policy shal) cover the employes or member aod
his dependents who were covered by the group policy on the
date of termination of insurances At the option of the

insurers a separate converted policy may be issued to cover
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any dependente

Section 9« Other health coverage -- limitations on
issuance of converted policye The insurér is not required to
issue a converted policy covering any person if such person
is or could be covered by medicares Furthermorey the insurar
is not required to issue a8 converted policy covering any
person if:

{1} ({a) such person is covered for similar benefits by
another individual pclicy;

{(b) such person Is or could be cavered for simitar
benefits under any arrangement of coverage ¥for individuals
in @ groups whether insured or vninsured; or

fc} similar benefits are pravided for or available te
such persons by reason of any sState or federal laws and

(2) the benefits under sources of the kKind referred to
in subsection (1){a) for such person or benefits provided or
available under sources of th2 king referred to in
subsections (1){b) and (1)(c) for such persons together with
the converted pelicy®s benefits would rasult n
overinsurance according to the insurer's standards for
overinsurances

Section 10s Refusal to renew  converted policy -~
standardss A converted policy may provide that the insurer
may at any time request information of any person covered

thereunder as to whether he is covered for the similar

~8-
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benefits described in [section 9(1){2a)] or is or could be
covered for similar benefits described In (%){(a)}{ii) and
subsections (1)(b) and (1}{c) of [section 9]- The converted
policy may provide thaty as of any premium due datey the
insurer may refuse to renew the policy or the coverage cof
any insured person for the following reasons and no others

(1) either those similar bénefits for which such
person is or could be covereds together with the converted
policy®s benefitsy would result in overinsurance according
to the insurer®s standards for overinsurance or the
policyholder of the converted policy fails to provide the
raquested information;

{2) fraud or material misrepresentation in applying
for any benefits under the converted policy;

(3) eligibility of the insurad person for coverage
under medicare or under any other state or federal 1law
providing for benefits similar to those provided by the
converted policys

{4} other reasons which may be approvasd by the
cormissioner of insurancees

Section 11. Benefit levels -— converted policy need bz
no greater than group policys An insurer is not required to
issue @ converted policy providing beﬁefits in excess of the
hospitaly surgicaly or major medical insurance wunder the

group policy from which conversion is madee

-
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Section 12« Preexisting conditions -- total benefits
payable first policy yeare The converted policy may not
excludes as a preexisting conditions any condition covered
by the group policye. Howevers the converted policy may
provide for a reduction of its hospitals surgicals or
madical benefits by the amount of any such benefits payable
under the group policy after the individual®s insurance
terminates thereunders. The converted policy may also provide
that during the first policy yeary the benefits payable
under the converted policys together with the benefits
payable under the group policys may not exceed those that
would have been payable had the individual®s insurance under
the group policy remained in forces

Section i3« Benefit plans - basic hospital or
surgicale Subject to the provisions of this fact)e if the
group insurance policy from which conversion is made Insures
the eaployee or member for basic hospital or surgical
expensa insurances the employee or member is entitled to
obtain a converted pelicy providingy at his optiony coverage
on an expense incurred basis wunder any of the following
planss:

(1} Plan A -~

(a) hospital room and board daily expense benefits in
a max i mum deltar amount approximating the average

semiprivate rate charged in the major metropolitan ares of

- SB 33
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this statey for a3 maximum duration of TD days;

{b} miscellaneous hospital expense onenefits up to a
maximum amount of 10 times the hospital room and board daily
expense benefits; and

{c)} surgical expense benefits according to a surgécal
procedures schedule consistent with those customarilty
offered by the insurer under Jgroup or individual health
insurance policles and providing a maximum benefit of $800.

{2) Plan B -~ same as Plan As except that:

{a}) the maximum hospital room and board daily expense
benefit is 75% of the corresponding P1an A maximum; and

{b) the surgical schedule maximum is $600.

(3) Plan C -- same as Plan Ay except that:

(3) the max i mum hospital room and board daily expense
benefit i3 S0% of the corresponding Plan A saximuw; and

{b) the surgical schedule maximum is $400s.

(4} The maximum dollar amount for Plan A's hospital
room and board daily expense benefits shall be determined by
the commissioner and may be redetermined by him from time to
time “ds to converted policies issued subsequent to such
redetetdination. Such redetermination shall not be made wmore
often than once in 3 yearse Such Plan A maximum and the
corresponding maximums in Plans B and C shall be rounded to
the nearest multiple of %105 the rounding may be to the next

higher or lower multiple of 310 if otherwise exactly widway
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betweens

Section lée Major medical and catastrophic coverages
Subject to the provisions and conditions of this f[act]s if
the group policy from which conversion is made insures the
employee or member for major medical expense insurances the
employce or member is entitled to obtain a converted policy
providing catastrophic or major medical coverage under a
plan mez2ting the following requirements:

(1) a maxiwmum benefit at least equal to eithers at the
option &f the insurer:

{a) a maximum payment per covered person for all
covered medical expenses incurred during that person®s
lifetimey equal to the smaller of:

(i} the maximum benefit provided wunder the group
policy; or

(1) $250,000; or

(b} a maximum payment for each wunrelated Injury or
sicknessy equal to the smaller of:

(i) the wmaximum benefit provided wunder the group
policy; or

(Fi) $25CC00.

{2} payment of benefits at the rata of BOX of covered
medical expenses which are in excess of the deductible,
until 20% of such expenses in a benefit period reaches

31,000, after which benefits will be paid at the rate of

-12—
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100% during the remainder of such benefit period. Payment of
benefits far outpatient treatment of mental illnessy if
provided in the converted policyy may be at a lesser rate
but not less than 50%«

{3} a deductible for each benefit period whichs at the
optian of the insurery shall be:

{a) the sum of the benefits deductible and $100; or

{b) the corresponding deductible in the group policy.

{4) the benefit period shall be each calendar year
when the maximug benefit is determined by subsection (1}){a)
or 24 months when the maximum ben=fit is determined by
subsection (1)(E)e

Section 1%« Terms -~ benefits deductible -~ coversd
medical expensess (1) The term "benefits deductible™ as used
in this [act] means the value of any benefits provided on en
expense incurred basis which are provided with respect to
covered medical expenses by any other group or individual
hospitaly surgicals or medical insurance policy or medical
practice or other prepayment plane or any other plan or
programs whether insured or uninsuredy or by reason of any
state or federal law ands if pursuant to [section 17]s the
converted policy provides bhoth basic ospital or surgical
covarage and major medical coveragey the value of such basic
berefitse If the maximum benefit is datermined by [section

14¢1)(E)]s the insurer ®may require that the deguctible be
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satisfied during a period of not less than 3 months if the
deductible is $I00 or lesss and not less than 6 months if
the deductible exceeds $100.

{2) The term "covered medical expenses®™ includes at
leasts in the case of hospital room and board chargess the
dellar amount in Plan A of [section 13])s and at least twice
such amount for charges In an intensi#e care unite Any
surgical procedurss schedule shall be consistent with those
customarily offered by the insurer under group or individual
health insurance policies and must provide at least a $1+200
maximum benefite

Section l&s Lesser group policy benefits -
continuations If the benefit levels required in [sections 13
and 14] exceed the benefit levels provided under the group
policyes the converted policy may offer benefits which are
substantially similar to those provided under the group
policy in lieu of those reguired in [sections 13 and 147.

Section 17« Combined benefits policy optione At the
aption of the insurers such plans of benefits set forth in
[sections 13 and 141 may be provided under one policy cre in
lieu thereof, the insurer may provide a policy of
comprehensive medical expense benefits without first dollar
coverages The policy must conform to the requirzments of
[section l4]; howevers an insurer electing to provide such a

policy shall make availabhla a low deductible options not to

w SF 32
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exceed $100y & high deductible option between %500 ang
31,000, and a third deductible option midway between éhe
high and Tlow daductible optionss Alternativelys such &
policy may provide for deductible aptions egual tc the

greater of the benefits deductible and the amount specified

in the preceding sentencee.

Section 18. Alternative options in conversion alloweds
The insurer mayes at its optione offer alternative plans for
group disability conversion in addition to those required by
this [act]s Furthermores if an insurer customsrily offers
individual policies on a service basise that insurer maye in
Tiey of converted pelicies on an expense ificurred basise
make available converted pelicies on a service basis whichs
in the opinion of the commissionery satisfy the intent of
this [act]e

Section 19« Continued group insurance upon retitement
-~ convarsion elections Lf coverage would be continued under
the group policy on an employee or member following his
retirement prior to the time he is or could be coverad by
medicarey the amployee or member way electy in lieu of such
continuation of group insurancey to have the same conversion
rights as would apply had that insurance terminated at
retirements

Section 20. Medicare eligibility ~- berefit reduction.

The converted policy may provide for reduction or
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termination of coverage of any person upon his eligibility
for coverage under wmedicare or under any other state or
federal Yaw providing for benefits similar to those providea
by the converted policye.

Section 21. Insured®s family - conversion
entitliemente. Subject to the conditions set forth in  this
sections the conversion privilege is also available:

{1} to the surviving spouses if anys at the death of
the employee or members with respect to the spouse and Such
chilgren whose coverage under the group policy terminates by
reason of such deaths otherwiss +to each surviving child
whose coverage under the group policy terminates by reason
cf such deathes or if the group policy provides for
continuation of depandents cocverige following the employee’s
or member®s deaths 2t the end of such continuation;

{2) to the spouse of the employee or member upon
termination of coverage of the spouses by reason of ceasing
to be a qualified family member under the group policys
whila the empluyaeae or member resains insurad under the group
policysy idncluding such children whose coverage under the
group policy terminates at the same time; or

{3) to a child solaly with respect to himself upon

termination of his coverage by reason of ceasing to be a

qualified family member under +the group policys iif =z

conversion privilege is not otherwise provided sbove with

-1&-
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respact to such terminatione.

Section 22« Converted policy delivered outside statee
A converted policy which is deliverad cutside this state may
be on a form which could be delivered in such other
Jurisdiction as a converted policy had the group policy been
issued in that jurisdictions

Section 23. Codification instructions This act is
intended to be codified as an integral part of Title 33,
chzpter 22+ part 5¢ and the pravisions of Title 33 apply to
this acte

Section 24+ Effective dates This act is effective on
July 1s 198B2¢ and applies to group policies deliveradsy
issuad for deliverys or amended on or after the effective
date.

-End~-
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STATE OF MONTANA o
REGUEST NO _259-8F

FISCAL NOTE

o RBIy 1S

In compliance with a written request received February 3 ,19 81

for __ Senate Bill 332 - pursuant to - Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA).

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members

, there is hereby submitted a Fiscal Note

of the Legislature upon request.

Description of Proposed Legislation

An act to require an opportunity for an individual to continue his participation in a

group insurance plan.

Assumptions

1. Adverse selection will occur by allowing individuals to elect to remain with the
group after termination of employment.

2. The increase in benefit costs to the state group because of adverse selection will
be 3%.
Fiscal Impact

The increased benefit costs will not directly affect appropriations for state
government benefit contributions. The legislature appropriates a fixed dollar amount
to offset the costs of insurance premiums for employees. The increase in premium that
may result from the implementation of this bill will have to be absorbed by increased

out—-of-pocket payments by employvees.

BUDGET DIRECTOR

Office of Budget and Program Planning

Date: 2' SJ' gl




