AN ACT

ENTITLED, An Act to revise certain requirements for continuation and conversion of employer

health plans.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:

Section 1. That § 58-18C-1 be amended to read as follows:

58-18C-1. Every policy of group health insurance providing benefits for hospital or medical
expenses delivered or issued for delivery inthis state, by acommercial health insurance company, by
a nonprofit medical and surgical service plan corporation, by a nonprofit hospital service plan
corporation, by a health maintenance organization, or by any other smilar mechanism shall, in
addition to the provisions required by law, include the right of each employee, upon their employer
ceasing operations and the termination of the policy or contract, to have the coverage continue for
themselves and their eligible dependents, effective as of the date of loss of the previous group
coverage, for a period of twelve months for which the employee shall be financially responsible. In
addition, if an employer either failsto submit premium payment to the insurance company resulting
in loss of coverage to its employees or cancels the coverage and does not notify the employees of
suchlossof coverage, the employeesand their dependents are then eligible for continuation pursuant
to this section if election is made within sixty days of the date of their being notified of the loss of
coverage. The employer shall provide notice of any nonpayment of premiums or cancellation of
coverage to employees as soon as reasonably possible but no later than ten days after the date of
cancellation. If the employer failsto notify the employees and their dependents of the termination of
coverage within ten days, the employees and dependents may not be denied coverage by the insurer
provided timely election ismade after actual receipt of notice. Whether noticeisprovided or not, the
election period for continuation of coverage may expireninety daysfromthe datethe group coverage

terminated. Any premiums due for the continuation of coverage may be required to be paid by the
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employee or dependent as a condition of providing continuation coverage.

Section 2. That § 58-18-7.4 be amended to read as follows:

58-18-7.4. An employee or qualified beneficiary who has the right under the group policy to
convert the group accident or health insurance plan shall be issued, without evidence of insurability,
upon application to the company during the one hundred eighty days prior to expiration of coverage
under continuation and upon payment of the appropriate premium, a policy of accident or health
insurance. The conversion coverage shall provide the benefitswhich are available to others qualified
for conversion under the policy.

Section 3. That chapter 58-18 be amended by adding thereto a NEW SECTION to read as
follows:

Continuation coverage shall be the same coverage as is available to any smilarly situated
beneficiary under the plan with respect to whom a qualifying event has not occurred. If coverage is
modified under the plan for any group of smilarly situated beneficiaries who are not under
continuation, such coverage shall also be modified for those continuing coverage in the same manner
as for al individuals who are qualified beneficiaries under the plan pursuant to the continuation
requirements of this chapter in connection with such group.

Section 4. That chapter 58-18 be amended by adding thereto a NEW SECTION to read as
follows:

No new probationary or waiting period may be applied to the continuation or conversion
coverage.

Section 5. That chapter 58-18 be amended by adding thereto a NEW SECTION to read as
follows:

Nothing in sections 2 to 16, inclusive, of this Act applies to or qualifies any person for any

continuation or conversion right available in chapter 58-18C.
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Section 6. That § 58-18-7.5 be amended to read as follows:

58-18-7.5. Every health benefit program that is self-insured, and every policy of group health
insurance providing benefits for hospital or medical expenses delivered or issued for delivery in this
state, by a commercia health insurance company, by a nonprofit medical and surgical service plan
corporation, by a nonprofit hospital service plan corporation, by a health maintenance organization
or by any other similar mechanism shall, in addition to the provisions required by law, include that
employees have aright upon leaving employment or the termination of the coverage by the insurer,
other than the termination of the policy or contract itself and the replacement thereof by similar
coverage, to have the coverage continue for themselves and their eligible dependents for a period of
eighteen months for which the employee shall be financially responsible. In the case of a qualified
beneficiary who is determined under title Il or XV1 of the Social Security Act (42 U.S.C. 401) to
have been disabled at any time during the first sixty days of continuation coverage, coverage can be
continued for twenty-nine months. Nonpayment of the premium by the employer is termination by
the employer.

Section 7. That § 58-18-7.6 be repesled.

Section 8. That § 58-18-7.7 be repealed.

Section 9. That § 58-18-7.8 be repesled.

Section 10. That § 58-18-7.9 be repealed.

Section 11. That § 58-18-7.10 be repealed.

Section 12. That § 58-18-7.11 be amended to read as follows:

58-18-7.11. No insurer may be required to offer or renew a continuation or conversion policy
covering any person if:

(1) Thepersonis covered for similar benefits by another individual or group policy;

(2) Similar benefits are provided for or available to such person, by reason of any state or
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3)

(4)

(5)

(6)

(7)

(8)

federal law, except any person who becomes entitled to Medicare on or before
continuation is elected or who is covered under another group plan on or before
continuation is elected,

The benefits under sources of the kind referred to in subdivision (1) for such person or
benefits provided or available under sources of the kind referred to in subdivision (2) for
such person, together with the continued or converted policy's benefits, would result in
overinsurance according to the insurer's standards for overinsurance;

There has been fraud or material misrepresentation in applying for any benefits under
continued or converted policy;

The person failed to pay any required contribution;

Cancellation of al similar insurance policies in the entire state;

For cause on the same basis, the plan could terminate the coverage of asimilarly situated
active employee; or

Termination of employment for gross misconduct.

Section 13. That 8 58-18-7.12 be amended to read as follows:

58-18-7.12. Subject to the conditions set forth for continuation in 88 58-18-7 to 58-18-7.11,

inclusive, a qualified beneficiary may continue coverage for a total of thirty-six months under the

following conditions:

(1)

(2)

(3)
(4)

If at the death of the employee or member, the qualified beneficiary's coverage under the
group policy terminates by reason of such death;

If a qualified beneficiary ceases to be a qualified family member under the group policy,
while the employee or member remains insured under the policy;

Any medicare ineligible qualified beneficiary of a current employee;

The qualified beneficiary of an employee who is eligible for medicare; or
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(5) Divorce or lega separation of employee.

Section 14. That § 58-18-7.13 be amended to read as follows:

58-18-7.13. The premium for the conversion policy shall be determined in accordance with the
insurer's table of premium rates applicable to the age and class of risk for each person to be covered
under that policy and to the type and amount of insurance provided. The premiumfor acontinuation
policy may not be greater than one hundred two percent of the group rate under which a person is
covered. For any month after the eighteenth month, the premium amount may not exceed one
hundred fifty percent of the applicable premium.

Section 15. That § 58-18-7.16 be repealed.

Section 16. That § 58-18-79 be amended to read as follows:

58-18-79. If any federal standards are in place which require additional steps to meet those
standards beyond what is required by this chapter, the director may promulgate rules pursuant to
chapter 1-26 to require the offering of health insurance plans, the underwriting criteria that may be
utilized for such hedlth insurance plans, the type and scope of preexisting waiting periods and
creditable coverage, the standards for nonrenewability of coverage, and other requirements related
to the availahility of health insurance to employers and their employees and dependentsin this state
in order to minimally meet the federal standards.

Thedirector may also promulgate rules, pursuant to chapter 1-26, pertaining to employer health
benefit plansin the areas of:

(1) Definition of terms;

(2) Theissuance of certificates of coverage upon loss of health insurance coverage;

(3) Determinations relative to the application of waiting periods;

(49)  Specia enrollment periods,

(5) Treatment of late enrollees,
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(6)
(7)
(8)
(9)
(10)
(11)
(12)
(13)
(14)

(15)

(16)

Preexisting condition and other waiting periods,

Breaksin coverage;

Affiliation periods;

Nondiscrimination standards,

Notices,

Renewal rights;

Dates of enrollment;

Creditable coverages including methods of crediting coverage;

Risk spreading mechanisms;

Requirementspertaining to mental health benefit levelsin employer group plans other than

small employer group plans; and

Continuation and conversion requirements.
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