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Testimony relating to Assembly Bill 799
before the
Assembly Committee on Insurance, Securities, and Corporate Policy
offered by
Peter C. Farrow, Insurance Administrator
on February 8, 1996

Good morning. Thank you Representative Albers and members of the committee for the opportunity to
provide information regarding Assembly Bill 799 (AB 799), which would require the Office of the
Commissioner of insurance (OCI) to provide information and technical assistance to employes and former

employes who lose health insurance coverage. | am Peter Farrow, Insurance Administrator for OCI.
This morning, | will explain continuation and conversion coverage and summarize the bill's impact on OCI.
Continuation and conversion coverage

Continuation and conversion refers to the rigHt of an individual and/or dependents to continue current
coverage under the group health insurance policy or to convert that coverage to an individual policy. There

are both federal and state laws regarding continuation and conversion rights in health insurance policies.

Federal law
The federal law is a provision of the Consolidated Omnibus Budget Reconciliation Act of 1986 (COBRA),
and it applies to employers with at least 20 employes who provide their employes health insurance

coverage through either insured plans or self-funded plans. Under the federal law, health insurance

State of Wisconsin / Office of the Commissioner of Insurance

121 East Wikson Screex
P.O.Box 7873

Madison, W 5377873
phone: (608) 266-3585
fax: (608) 2669935



coverage must be continued for a specified duration of time and under specific conditions. For example:

« Employes who terminate employment for any reason other than gross misconduct, employes
who hours are reduced, and dependents of these employes may continue the group health
insurance coverage for up to 18 months.

« Dependents, who meet specific coverage loss requirements, may continue coverage for up to
36 months.

« Disabled employes can continue coverage for up to 29 months.

Wisconsin law

Wisconsin law regarding continuation and conversion coverage applies to insured group plans that
provide hospital or medical expenses and not to policies that cover only specified diseases or accidental
injuries. The law allows:

« most employes and their dependents to continue group hospital and medical coverage or
convert to an individual policy if the affected person(s) would otherwise lose eligibility for the
group policy; and,

« spouses to continue coverage under the group policy or convert to an individual policy if they
would otherwise lose coverage because of divorce or annulment.

Person(s) continuing group coverage or converting to an individual policy must pay the entire premium for

the coverage.

For your reference, | have attached a copy of OCI's fact sheet on continuation and conversion to my

testimony. This publication is available at no charge from OCI.

AB 799 establishes two requirements for OCI: (1) provide technical assistance to workers who have lost

their health insurance and (2) provide information regarding available health insurance coverage.




Provide technical assistance

Under AB 799, OCI would be required to provide technical assistance to workers who lose their heaith
insurance coverage. At present, OC! plans to fulfill that requirement by combining two tools to provide

both immediate assistance and community contact.

Currently, OCI's complaints and information section answers over 50,000 telephone calls per year on
insurance-related issues and of these calls about 15-20 calls per week relate to continuation and
conversation. This section provides immediate information for individuals who have questions or concerns

about their insurance needs.

Yet many individuals need personal assistance in order to discern their choices and justified concerns. By
creating a community liaison, the displaced workers would receive local assistance in identifying their
insurance options and needs. To effectively identify the groups with which the community liaison would

interact, OCI will work with the Department of Industry, Labor and Job Development.

Provide health insurance information

Under AB 799, OCI would also be required to provide information regarding health insurance plans
available to employes who have lost or will be losing their health insurance coverage. To meet this need
efficiently, OCI will expand its publications to include area-specific listings of HMOs and other licensed
health insurers, similar to the information available electronically through OCl's World Wide Web Home
Site. Again, in addition to expanding available information, OCI also offers its information and complaints

section staff as immediate resources for those individuals who have questions.




AB 799 creates a framework for disseminating needed information to individuals who are facing a health
insurance “crisis” due to lost employment. OCI takes its role in this process quite seriously and would work
cooperatively with the community groups and other state agencies to effectively educate individuals on

health insurance options.

Thank you for the opportunity to discuss OCI’s support for AB 799. | would be pleased to answer any

questions you might have at this time.
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WHERE TO GO FOR HELP

For questions about Wisconsin law, contact:

Office of tha Commissionar of Insurance
121 E. Wilson Street
P.O. Box 7873
Madison, Wisconsin 53707-7873
(608) 266-0103
1-800-236-8517 (Outside Madison)

For tmestions about the tederal law,
Private employers may contact:

U.S. Department of Labor -

Division of Technicaf Assistance -

Pension and Welfare Benefits Administration
200 Constitution Avenug, N.W,, Room N-5658
Washington, DC 202100

(202) 219-8776 - e

~ Public 'emphyor's' may contact:

© U.S. Department of Health and
- Human Services
Room 17A45 Parklawn Bunldmg
5600 Fishers Lane -
- Rockville, MD 20857 -
- (301) 443-1874 '

‘ lnformal replles for omployers

& Exempt Orgamzanons
CC:EE.
internal Revenue Serwce
© 1111 Constitution Avenue, Room 5203
Washington, DC 20224
(202) 566-4625 ’

‘ Asscstant Chiet Counsal tor Emptoyee Benems ;

FACT SHEET ON
CONTINUATION |

AND CONVERSION

IN HEALTH
INSURANCE
'POLICIES

Sl N R
OFFICE OF THE
- COMMISSIONER
OF INSURANCE

‘ For mformation on how to flte an msurance '
- oompiaint caIL . .

(608) 266-0103 (In Madison)
or
1-800-236-8517 (Outside Madison)

STATE OF WISCONSIN
' OFFICE OF THE.
COMMISSIONER OF INSURANCE
~ P.0.BOX 7873
MADISON, WISCONSIN 53707-78973

P1-023 (R 084}




n 1980, the Wisconsin Legislature passed a law
{s. 632.897, Wis. Stat.) relating to continuation and
convarsion rights in health insurance policies. The.
federal governmaent passed a law in 1986 that also
gives certain individuals the right to continue heaith
care covarage. In some ways the laws are similar,
but in other ways they are very different. The
federal law does not pra-empt state law, and both
laws may apply to a policy. In cases where the
faderal and state laws differ, it is the opinion of the

law most favorable to the insured is the one that
applies.-

FEDERAL LAW

In-1986, the federal government enacted a law
that gives many persons who would otherwisa lose

coverage under the group plan. This law applies
to both insured plans and self-funded, employer-
sponsored plans, except that it does not apply to
church plans, plans covering less than 20

This law is frequently referred to as “COBRA.” . -

emplayment for any reason other than gross
misconduct, those whose hours are reduced, and

group coverage for up to 18 months. Dependents
may continue coverage for up to 36 months if they
lose coverage for any of the following-reasons:

. coverage for up to 29 months.

* State law runs concurrent with federal law in cases -

‘ where both laws apply. There are differences

- between the two laws, and persons may have to -

© comply with both.
WISCONSIN LAW.
The Wisconsin law applies to insured group blansf

that provide hospital or medical expenses. In the
case of divorce or annulment, the law applies to

Office of the Commissioner of Insurance that the _

their group health coverage the right to continue

“. employes, and plans covering federal employes. -
Under the federal law, employes who terminate.

dependents of these employes may. continue the

. death of the employe, divorce from the employe, =
- the dependent has reached the maximum age
* under the policy, or the employe becomes eligible: .

- for medicare. Disabled employes can continue - -

individual policies that offer the same type
coverage.

The law does not apply to policies that cover only
specified diseases or accidental injuries.

The law:

+ Gives most employes and their
dependaents the right to continue their
group hospital and medical coverage or
to convert to an individual policy providing
similar benefits i they would otherwise
lose eligibility for the group policy.

«  Gives spouses who would otherwise lose-
- thelr coverage because of divorce or
annulment the right to continue coverage
under the group policy or convert to an
individual policy providing similar benefits.

«  Provides that the person continuing group-
coverage or converting to an individual
policy must pay the entire premium for
the coverage.

The law doas not apply to most group policies
issued outside Wisconsin unless more than 25%
or 150 people insured, whichever is less, are-
Wisconsin residents, or which are fully self-funded
by an employer and subject to federal law.

Note: The right to continue current coverage or
to convert to an individual policy is not extended if
eligibility for coverage terminates due to discharge
for. misconduct shown in connection with
employment. . S

COMMONLY ASKED QUESTIONS
ABOUT WISCONSIN’S LAW -

Who has continuation and oonyerslon rights?

« A former spouse whose coverage ends
because of divorce or annulment;

«  Agroup member who is no longer eligible
for coverage under a group policy unless




eligibility is lost becausse of discharge for
misconduct;

+  The dependents of a group member who
is no longer eligible for coverage under a
group policy unless eligibility is lost

« The covered spouse or dependent of a
group membar who dies. -

How long may a person continue group
coverage after eligibliity would otherwise end?

A porson may continue group coverage until:

¢« Residence outssde Wisconsin is
‘ established; (conversion nghts:ml apply).

«  Premiums are not Pa'd

coverage under another group policy;

» In the case of a divorced person who is
continuing under a former spouse’s
coverage, the former spouse loses

rights still apply} or -

“requires convers:on to an mdwndual pohcy

- a different employer? .

Yes, although the coverage mkay be terminated
under any of the circumstances listed above.

If a person becomes eligible for simllar group

* . coverage under another group policy, may the
- person continue previous coverage until the
- end of any waiting period for preexisting
" conditions under the new policy?

5 Yes, if the effect of the waiting pericd would be to
reduce coverage to the point where it is not similar.

because of discharge for misconduct; and-

« The person becomes eliglble for snmllar ‘

eligibility for the group policy; (oonversuon :

+« 18 months of contmued group ooverage,
‘ elapse, and the insurance company

Is It posslble to contlnue coveraga undcr a; "
~ former employer’s plan even if one works fOf

Premiums would have to be paid for both
coverages and benefits might not be duplicated.
Also, the continued coverage could be terminated
under any of the other circumstances listed above.

In the event of a divorce or annuiment, what
rights are provided for the spouse who loses
eliglbliity for group coverage?

If insured under a group policy, the terminated
spouse may choose between converting to an
individual policy or contmumg group coverage. The
employer may require thé terminated spouse to
take single group coverage, rather than family, and
to pay the entire premium for tha coverage. If

" insured undar an individual policy, the spouse of
~ the-insured is eligible to obtain an individual poﬁcy

in his or her name.

Note: There are now spemai laws in effect for
 those who work for small employers (2-25

employes): Contact the Insurance Commis- -
sioner's office for more information.

Do continuation or conversion rights éxtend
to people eliglble for medicare?

An insurer must offer continued group coverage,
but it need not duplicate benefits paid by medicare..
An insurer is not required to offer or keep in force
conversion policies if medicare benefits and the
conversion policy benefits result in overinsurance -
and the insurer has filed. its overinsurance
standards wnh the Commussuoner '

Do eonunuatlon or converslon rlghts extend )
to people whose work hours are reduced or
who are on strike? ‘

Yeos, because cortinuation or conversion rights are
extended to people who would otherwise lose
eligibility for coverage under the group policy.
However, if an entire group policy is cancelled
(which could happen during a strike), continuation
is no longer possible and only conversion rights
remain.




What type of conversion policy must an insurer
offer?

An insurer must offer at least:

+« Coverage éimilar tothat offered under the
previous policy, of

« A hsgh-hmrt comprehenswe pohcy. or
« A choice among three different p!ans,

including basic coverage and two major
medical expense polrc:es

How much must one pay for contlnuation or.

convotsion covoraga?

The cost for continued group coverage is the
amount paid by a group member plus any amount
patd by the employer for each. member ,

Under federal law employers may charge up to
102% of the group premium to cover the additional
admlmstratwe costs : ’

The insurer lssumg the pohcy determmes the cost

of conversion policies, and the cost is much htgher
than the ccst of group coverage

Who is rosponslbb for notlfylng peoph of thelr,

rights to contlnuatlon or convorslon?

The employer is- requwad to prcvide notrce in the
 case of group: eoverags ; o

‘fa oouple is covered under an mdwndual (not

~  group) policy and coverage of oné spouse ends
because of divorce or annulment, the insurer is

responsible for giving notice of the nght to convert

k What happons i somoona h not notified of hlc o

or her rlghto?

Coverage continues if the required premium is paid.
if coverage terminates, the aggrieved party may
have a basis for a civil action against the employer,
formet spouse or insurer. The statute itself does

not make another party responsible for a-

terminated insured’s medical expenses.

What Is meant by “discharge for misconduct
shown in connection with his or her
employment?”

The statute does not explain this. The courts have
decided cases involving the question of misconduct
in connection with unemployment compensation
cases and might use the same parameters when
determming ifapersonis ehgible for continuation/
conversion rights. That, however, is up to the courts
to decide. The Commissioner of Insurance does
not have authority to decide such questions.

Are continuation or convorstoﬁ rights avallable
if a group policy terminates bscause an
employu gm out of business?

Continuation nghts are not avallabte becausa no
group polxcy exists :

The right to convert to an indmdual pohcy prowdmg |
raasonably samtlar beneﬁts still apphes -

How doos an omploye (] euglblmy for famlly or
medical leave through an employer- relate to
his or her contlnuatlon and conversion rlghts?

W‘sconsm Iaw fequtres employers who employ 50
or more employes on a permanent basis to allow
employes who meet certain criteria the right totake
family or medical leave: It an employs is on such
leave; the ampbyer must maintain group health -
insurance coverage under the same condition that
applied prior to the leave, However; the employe

- is required to make the same premium. |
contributions that he or sha would have made if- -

not on leave; An employe who is unable to return
to work at the end of the family or medical leave is -
then eligible for continuation. The 18 months of -
eligibility for continuation begins when the family.
or medical leave ends or when the health insurance
coverage would otherwise terminate, not when the.
family or medicat leave began.
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insurance in the performance of its responsibilities under s. 601.41 (7). This
subsection does not apply to a business closing or mass layoff that is caused by a
strike or lockout.”.

3. Page 1, line 5: substitute “SECTION 1r” for “SECTION 1”.

4. Page 2, line 16: after that line insert:

“SEcTION 3. Effective dates. This act takes effect on the day after publication,
except as follows:

(1) The repeal and recreation of section 109.07 (1m) of the statutes takes effect
on July 1, 1996, or on the day after publication, whichever is later.”.

(END)
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