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28 TAC §21.4003 

1.  INTRODUCTION.  The Texas Department of Insurance proposes amendments to §21.4003, concerning requirements regarding employer liability for certain group health benefit plan premiums.  The proposed amendments are necessary to implement SECTIONS 1 and 2 of Senate Bill (SB) 1143, enacted by the 81st Legislature, Regular Session.  SB 1143 amended the Insurance Code §843.210 and §1301.006, effective September 1, 2009, to require notification by a health maintenance organization (HMO) or insurer to a contracted group contract holder or a group policyholder of the contract holder’s or policyholder’s liability for premiums on an individual who is no longer part of the group eligible for coverage under the contract or a preferred provider benefit plan until the HMO or insurer receives notification of termination of the individual’s eligibility for that coverage.  The proposed amendments are further necessary to make non-substantive changes to existing subsections, including correction of internal rule references.  Sections 843.210 and 1301.006 apply to a contract between an HMO or an insurer and a group contract holder or policyholder that is entered into or renewed on or after January 1, 2010.  SB 1143, SECTION 4, provides that a contract entered into or renewed before January 1, 2010, is governed by the law in effect immediately before the effective date of SB 1143, and that law is continued in effect for that purpose.  


The Insurance Code §843.210(b) and §1301.0061(b) provide that each HMO and insurer that enters into or renews a health benefit plan contract with a group contract holder or group policyholder is required to provide written notice to the group contract holder or group policyholder that the group contract holder or group policyholder is liable for premiums for an individual who is no longer part of the group until the health carrier receives notification of termination of the individual’s eligibility for coverage.  The Insurance Code §843.210(c) and §1301.0061(c) provide that if the HMO or insurer charges the group contract holder or group policyholder on a monthly basis for the premium, the HMO or insurer is required to send, with its monthly billing statement of premiums, notice that the group contract holder or group policyholder is liable for premiums on an individual until the health carrier receives notification of termination of the individual’s eligibility for coverage.  Additionally, §843.210(c) and §1301.0061(c) provide that if the HMO or the insurer charges the group contract holder or group policyholder on other than a monthly basis for the premiums, the HMO or the insurer is required to notify the group contract holder or group policyholder periodically in the manner prescribed by the Commissioner by rule.  The Insurance Code §843.210(d) and §1301.0061(d) require that the notice of continued liability for premiums from the HMO or insurer to the group contract holder or group policyholder include a description of methods preferred by the HMO or insurer for notification by a group contract holder or group policyholder of an individual’s termination from coverage eligibility. 


This proposal amends the structure of existing §21.4003 to include all of the existing provisions in §21.4003 in subsection (a) and proposes a new subsection (b) to address the requirements for the notice of liability for premiums for individuals who are no longer part of the covered group as required by the Insurance Code §843.210 and §1301.0061.  New proposed subsection (b) is entitled “Notice of Liability for Premiums for Individuals Who Are No Longer Part of the Covered Group.”  Proposed new §21.4003(b)(1) provides that a health carrier that has entered into or renews a health benefit plan contract with a group policyholder or group contract holder must provide written notice to the group policyholder or group contract holder that the group policyholder or group contract holder is liable for premiums for an individual who is no longer part of the group until the health carrier receives notification of termination of the individual’s eligibility for coverage as follows:  (i)  in proposed subparagraph (A), if the health carrier charges the group policyholder or group contract holder on a monthly basis for premiums, the health carrier is required to provide the notice in each monthly statement sent to the group policyholder or group contract holder, as required by the Insurance Code §843.210(c) and §1301.0061(c); and (ii)  in proposed subparagraph (B), if the health carrier charges the group policyholder or group contract holder on other than a monthly basis for premiums, the health carrier is required to provide the written notice at inception or renewal of the policy or contract, as applicable, and, thereafter, at the time of each billing.  Under proposed §21.4003(b)(1)(C), as required by the Insurance Code §843.210(d) and §1301.0061(d), the notice required under subparagraphs (A) and (B) of paragraph (b)(1) must include a description of methods preferred by the health carrier for notification by a group policyholder or group contract holder of an individual’s termination from coverage eligibility.  Under proposed §21.4003(b)(1)(B), the health carrier may send the required notice enclosed with other documents (i.e., policy issuance documents, renewal documents, billing statements, etc.) that are already being sent.  This, however, is not required; health carriers may send the notice separately from such documents as long as the notice is sent at the same time that other documents relating to the inception or renewal of the policy or contract and the billing statement are sent.  Proposed new §21.4003(b)(2) provides that a health carrier is not required to send notice of group policyholder or contract holder liability for premiums more often than monthly notwithstanding the requirements of proposed §21.4003(b)(1). 


A new title is proposed for subsection (a), “Liability for Premiums for Individuals Who Are No Longer Part of the Covered Group.”  Under this proposal, subsection (a) consists of the existing rule provisions in §21.4003.  This proposal amends §21.4003(a) to re-designate these existing provisions as follows:  (i)  the current §21.4003(a) is proposed to be re-designated as §21.4003(a)(1);  (ii)  the current §21.4003(a)(1) is proposed to be re-designated as §21.4003(a)(1)(A); (iii)  the current §21.4003(a)(2) is proposed to be re-designated as §21.4003(a)(1)(B);  (iv)  the current §21.4003(b) is proposed to be re-designated as §21.4003(a)(2);  (v)  the current §21.4003(c)(1) - (2) are proposed to be re-designated as §21.4003(a)(3)(A) - (B);  and (vi) the current §21.4003(d) - (h)(1) and (2) are proposed to be re-designated as §21.4003(a)(4) - (8)(A) and (B).  


While there are no substantive changes proposed to the existing provisions that are included under subsection (a), several non-substantive changes are proposed.  These changes are necessary to conform statutory references to agency style and to correct internal rule references.  These proposed changes include:  (i) in existing §21.4003(a)(1), which is proposed to be re-designated as §21.4003(a)(1)(A), the addition of the word “the” to precede the reference to the Insurance Code; (ii)  in existing §21.4003(a)(2), which is proposed to be re-designated as §21.4003(a)(1)(B), the change in the reference to “paragraph (1) of this subsection” to “subparagraph (A) of this paragraph”;  (iii)  in existing §21.4003(b), which is proposed to be re-designated as §21.4003(a)(2), the change in the reference to “subsection (a)(1) of this section” to read “paragraph (1)(A) of this subsection; (iv)  in existing §21.4003(e), which is proposed to be re-designated as §21.4003(a)(5), the addition of the word “the” to precede the two references to the Insurance Code; and  (v)  in existing §21.4003(f), which is proposed to be re-designated as §21.4003(a)(6), the addition of the word “the” to precede the reference to the Insurance Code. 
2.  FISCAL NOTE.  Doug Danzeiser, Deputy Commissioner for Regulatory Matters, Life, Health & Licensing Program, has determined that, for each year of the first five years the proposed amendments are in effect, there will be no fiscal impact on state or local government as a result of enforcing or administering the section.  Mr. Danzeiser has also determined that there will be no measurable effect on local employment or the local economy as a result of enforcing or administering this proposal.

3.  PUBLIC BENEFIT/COST NOTE.  Mr. Danzeiser also has determined that for each year of the first five years the proposed amendments are in effect, the public benefit anticipated as a result of this proposal are rules to implement the Insurance Code Chapter 843 and Chapter 1301 as amended by SB 1143, 81st Legislature, to require HMOs and insurers (hereafter referred to collectively as health carriers) that charge a group contract holder or a group policyholder for premiums on other than a monthly basis to provide periodic written notice to a group contract holder or a group policyholder of the contract holder’s or policyholder’s continued liability for premiums for an individual who is no longer part of the group until the health carrier is notified of the termination of the individual’s eligibility for coverage.  Employers are liable for premiums if the health carrier does not receive notification of an employee's termination, even if no claims for health care services are made by the employee following the employee’s loss of group coverage and before notification is provided to the health carrier of the employee’s termination.  Therefore, it is anticipated that this periodic reminder notice will assist employers in providing prompt and timely notification to the health carrier of an employee’s loss of group coverage and will reduce the amount of premiums that employers must pay for individuals who are no longer part of the group.  Timely notification will assist health carriers in maintaining more accurate records of individuals who are eligible for group coverage.  Accurate records of employee eligibility are essential for several reasons, including:  (i)  to determine whether a group is small or large; (ii)  to determine whether a small group has fallen below the minimum number of enrollees that allow it to qualify for coverage; (iii)  to determine the premium payment amount at the time of renewal; and (iv)  to avoid confusion by group policy holders or group contract holders regarding the amount billed by the health carrier for the premium.  

Estimated Costs for Persons Required to Comply with the Proposal.  The Department anticipates that for each year of the first five years the proposed new sections will be in effect there will be costs to health carriers, i.e., HMOs and insurers, that enter into or renew a health benefit plan contract with a group contract holder or group policyholder.  

Proposed §21.4003(b)(1)(A) and (C).  Under the Insurance Code §843.210(c) and §1301.0061(c), if the health carrier charges the group policyholder or group contract holder on a monthly basis for premiums, the health carrier must provide the notice in each monthly statement sent to the group policyholder or group contract holder.  Proposed §21.4003(b)(1)(A) reflects this statutory requirement.  Also under the Insurance Code §843.210(c) and §1301.0061(c), if the insurer charges the group policyholder on other than a monthly basis for the premiums, the insurer shall notify the group policyholder periodically in the manner prescribed by the Commissioner by rule.  Under the Insurance Code §843.210(d) and §1301.0061(d), both of the notices required in §843.210(c) and §1301.0061(c) must include a description of methods preferred by the health carrier for notification by a group policyholder or group contract holder of an individual’s termination from coverage eligibility.  Proposed §21.4003(b)(1)(C) reflects this statutory requirement.  Therefore, any costs incurred by health carriers to comply with the requirements in proposed §21.4003(b)(1)(A) and (C) are the direct result of the enactment of the Insurance Code §843.210(c) and (d) and §1301.0061(c) and (d) as enacted in SB 1143 and are not the result of the adoption, enforcement, or administration of this proposal. 

Proposed §21.4003(b)(1)(B).  Section 21.4003(b)(1)(B) is proposed to implement the requirement in §843.210(c) and §1301.0061(c) of the Insurance Code that health carriers must notify group contract holders and group policyholders periodically in the manner prescribed by the Commissioner by rule if the health carrier charges the group contract holder or group policyholder on other than a monthly basis for the premiums.  The Department interprets this statutory requirement to mean that its proposed rule must determine the frequency of the notice by the health carriers.  Therefore, any costs incurred by health carriers to comply with the requirements in proposed §21.4003(b)(1)(B) are the result of this proposal.  The costs to health carriers to comply with proposed §21.4003(b)(1)(B) include:  (i)  printing and mailing costs for the required notice, and (ii)  any necessary computer programming changes that may be needed to provide the notice to the group contract holders or group policyholders.  To the extent possible under the statute, the Department’s proposed rule minimizes the fiscal impact to health carriers by requiring the notice to be sent at the beginning of the policy period and when billing statements are sent thereafter.  This proposed requirement will allow health carriers to send the required notice with other documents (i.e., policy issuance documents, renewal documents, billing statements, etc.) that are already being sent.  This will result in substantially less cost for compliance than the cost that would be required if the §21.4003(b)(1)(B) notice was required to be sent separately from any other health carrier documents.  The Department anticipates that some health carriers may comply with proposed §21.4003(b)(1)(B) by printing separate notices to be included in the policy issuance packages, renewal packages, and any billing statements, if these are sent in hard copy.  Other health carriers may reprogram their electronic systems so that the §21.4003(b)(1)(B) notice is included in or with documents already being sent in hard copy or electronic policy issuance packages, renewal packages, and any billing statements.  If the notice is sent on a separate printed page in a hard copy format with other documents being issued, the Department estimates that the printing and paper cost for the notice would be approximately 8 cents per notice (7 cents for one piece of paper and 1 cent for ink).  The Department anticipates that it will be very rare for a health carrier to not include the notice with other documents that it is already sending to the group contract holder or the group policyholder at policy inception, renewal, and when sending billing statements.  If included with other documents, any additional mailing cost would be negligible.  However, if a carrier sends the notice in hard copy and separately from other documents, the total estimated mailing cost would be approximately 49 cents per notice, 44 cents for the postage, plus an additional 5 cents cost for each individual envelope.  A lower bulk rate may also be available, and each health carrier has information on its bulk mailing costs.  The Department anticipates that each health carrier will have staff such as office clerks perform any tasks that are related to the printing and mailing of the notices.  Based upon the mean hourly wage in Texas for office clerks working for insurance carriers, the Department estimates a cost of $12.34 per hour.  This estimate is based upon wage information provided to the Texas Workforce Commission (TWC) by the U.S. Department of Labor (TWC wage information data) and is available in the latest Labor Market and Career Information Data (2008) on the TWC website http://www.tracer2.com/cgi/dataAnalysis/AreaSelection.asp?tableName=Oeswage.  However, for each year of the first five years that the proposal will be in effect, the total annual costs for each carrier to print and mail the notice will depend on:  (i)  the number of group policyholders and group contract holders to whom the notice must be sent; (ii)  how many times annually the notice must be sent to each of these group policyholders and group contract holders; and (iii)  the number of pages of the notice.  


For carriers that choose to modify their computer programming to permit automatic electronic generation and distribution of the required notice, these carriers may initially incur personnel costs to program electronic systems for compliance with the proposed rule.  This may include programming to add the notice to automatically generated documents regarding policy issuance, renewal, and billing or including the notice in automatically generated e-mails to group contract holders or group policyholders as required.  Total programming costs will vary depending on the number of hours required, the skill level of the programmer or programmers, the complexity of the health carrier’s electronic systems, and whether outside contract programmers will be involved.  Each insurer has the information needed to estimate its individual costs for such programming.  However, based on TWC wage information data, the mean hourly wage for a computer programmer working for an insurance carrier in Texas is $37.54.  Based upon information that the Department has previously obtained from insurers, salary rates for outside contract programmers are estimated to range to as much as $200 and over per hour.  The actual number, types, and cost of personnel will be determined by the carrier's existing data systems and staffing.  Because the Department believes that the majority of group contract holders and group policyholders are billed on a monthly basis, it is likely that some of these compliance costs will be reduced as health carriers prepare to comply with the §843.210(c) and §1301.0061(c) requirement of sending the monthly notice to those group contract holders and group policyholders billed on a monthly basis.  Once an electronic program of generating and distributing the required notice is created, continuing costs are expected to be negligible.  Those health carriers that only automate the generation of the notice, but not the delivery, are expected to incur the printing and mailing costs previously indicated. 

4.  ECONOMIC IMPACT STATEMENT AND REGULATORY FLEXIBILITY ANALYSIS FOR SMALL AND MICRO BUSINESSES.  The Government Code §2006.002(c) requires that if a proposed rule may have an economic impact on small businesses, state agencies must prepare as part of the rulemaking process an economic impact statement that assesses the potential impact of the proposed rule on small businesses and a regulatory flexibility analysis that considers alternative methods of achieving the purpose of the rule.  The Government Code §2006.001(a)(2) defines “small business” as a legal entity, including a corporation, partnership, or sole proprietorship, that is formed for the purpose of making a profit; is independently owned and operated, and has fewer than 100 employees or less than $6 million in annual gross receipts.  The Government Code §2006.001(a)(1) defines “micro business” similarly to “small business” but specifies that such a business may not have more than 20 employees.  The Government Code §2006.001(a)(1) does not specify a maximum level of gross receipts for a “micro business.”  


As required by the Government Code §2006.002(c), the Department has determined that the proposed amendments to §21.4003 may have an adverse economic effect on 10 - 40 HMOs and insurers (hereafter referred to collectively as health carriers when appropriate) that qualify as small or micro businesses under the Government Code §2006.001(a)(1) and (2) and that are required to comply with these proposed rules.  This estimated number of small and micro businesses is based on an analysis of the financial data collected by the Department, such as the annual gross premiums of licensed HMOs and insurance companies and on self-reporting by preferred provider benefit plan carriers regarding whether they qualify as small businesses.  The adverse economic impact will result from the necessary costs to comply with this proposal that are discussed in the Public Benefit/Cost Note part of this proposal for health carriers issuing the required notice on paper, mailing the notice, and making any needed programming changes to create or send the notice electronically.    


Section 2006.002(c)(2) requires a state agency, before adopting a rule that may have an adverse economic effect on small businesses, to prepare a regulatory flexibility analysis that includes the agency’s consideration of alternative methods of achieving the purpose of the proposed rule.  Section 2006.002(c-1) of the Government Code requires that the regulatory analysis “consider, if consistent with the health, safety, and environmental welfare of the state, using regulatory methods that will accomplish the objectives of applicable rules while minimizing adverse impacts on small businesses.”  


As discussed in the Public Benefit/Cost Note, any costs incurred by carriers to comply with the §21.4003(b)(1)(A) and (C) requirements are the direct result of the enactment of the Insurance Code §843.210(c) and (d) and §1301.0061(c) and (d) as enacted in SB 1143.  Such costs are not the result of the adoption, enforcement, or administration of this proposal.  


Under the Insurance Code §843.210(c) and §1301.0061(c), if the HMO or insurer charges the group contract holder or the group policyholder on other than a monthly basis for the premiums, the HMO or insurer shall notify the group contract holder or group policyholder periodically in the manner prescribed by the Commissioner by rule.  Section 21.4003(b)(1)(B) is proposed to implement the requirement in §843.210(c) and §1301.0061(c).  In developing the §21.4003(b)(1)(B) requirement, the Department initially considered requiring health carriers to send the notice quarterly or annually.  However, the Department, instead, is proposing that the health carrier be required to provide the written notice at inception or renewal of the policy or contract, as applicable, and, thereafter, at the time of each billing.  Under proposed §21.4003(b)(1)(B), the health carrier may send the required notice enclosed with other documents (i.e., policy issuance documents, renewal documents, billing statements, etc.) that are already being sent.  This, however, is not required; health carriers may send the notice separately from such documents as long as the notice is sent at the same time that other documents relating to the inception or renewal of the policy or contract and the billing statement are sent.  Thus, the Department has tailored the requirement to reduce compliance costs for health carriers of all sizes, including small and micro businesses, while fulfilling the legislative intent of SB 1143.  This intent is to require each health carrier that enters into a contract with a group contract holder or a group policyholder to timely notify the contract holder or policyholder of its liability for premiums on an individual who is no longer part of the group eligible for coverage under the contract or a preferred provider benefit plan until the health carrier receives notification of termination of the individual’s eligibility for that coverage.  According to the bill analysis for SB 1143, the Texas Legislature in 2005 in SB 51 provided that employers were liable for health coverage premiums if the carrier did not receive notification of the employee's termination, even if no claims for health care services were made by the employee during the relevant time period.  According to the bill analysis, “this most often happens to small businesses that do not have human resources or payroll departments to ensure timely notification to the insurer.”  (Texas State Senate State Affairs Committee, Bill analysis (Enrolled), SB 1143, 81st Leg., R.S. (Sept. 1, 2009)).

The Department considered regulatory alternatives for achieving the purpose of the statute and the proposed rule to minimize any adverse impact on the estimated 10 to 40 carriers that qualify as small or micro businesses under the Government Code §2006.001(a)(1) and (2).  The purpose of the Insurance Code §843.210(c) and §1301.0061(c) and this proposal is timely, periodic notification by a health carrier to a contracted group contract holder or a group policyholder of the contract holder’s or policyholder’s liability for premiums on an individual who is no longer part of the group eligible for coverage under the contract or a preferred provider benefit plan until the health carrier receives notification of termination of the individual’s eligibility for that coverage.  As previously indicated, it is anticipated that this periodic reminder notice will assist employers in providing prompt and timely notification to the health carrier of an employee’s loss of group coverage and will thereby reduce the amount of premiums that employers must pay for individuals who are no longer part of the group.  The alternative methods considered by the Department included:  (i)  exempting small or micro business carriers from the notice requirement; (ii)  allowing small or micro business carriers to provide the notice a single time at contract or policy issuance; and (iii)  allowing small or micro business carriers to issue the notice less often, such as on an annual or bi-annual basis.  For the following reasons, the Department rejected each of these alternatives as not being sufficiently consistent with the objective and intent of the statute or being sufficiently protective of the economic welfare of employers in this state, including the economic welfare of small business employers.  
Exempting small or micro business carriers from the notice requirement.  If small or micro business carriers are exempted from complying with the proposed §21.4003(b)(1)(B) notice requirement, the employer groups insured by small or micro business carriers that are being billed on other than a monthly basis will not receive the periodic reminder notice required by SB 1143 and will, therefore, not be afforded the benefits of receiving the notice.  The Department does not believe that this regulatory alternative is viable because of inconsistency with the purpose of the statute and this proposal, and it is not sufficiently protective of the economic welfare of employers in the state.

Allowing small and micro business carriers to provide the notice a single time at contract or policy issuance.  The option of allowing small or micro business carriers to only provide the notice on a single occasion, when the contract or policy is first issued, was also rejected by the Department.  The Insurance Code §843.210(a) and §1301.0061(a) already require that contracts between an HMO and a group contract holder and a contract between an insurer and a group policyholder contain a provision that the group contract holder or group policyholder is liable for an individual enrollee’s or insured’s premiums from the time the individual is no longer part of the group eligible for coverage under the contract or policy until the end of the month in which the group contract holder or group policyholder notifies the HMO or insurer that the individual is no longer part of the group.  A health carrier sending an additional notice only at the time of contract or policy issuance would not accord with the purpose of the statute and this proposal, i.e., notification by health carriers on a more timely and periodic basis.   By definition, the term “periodically” suggests a legislative intent that the notice be sent at an interval or intervals other than at the time of contract or policy issuance.  Thus, the Department rejected this possible regulatory alternative as inconsistent with the objective of the statute and as not sufficiently protective of the economic welfare of the employers of the state.
Allowing small or micro business carriers to issue the notice less often, such as on an annual or bi-annual basis.  The regulatory alternative of allowing small or micro business carriers to issue the notice on a fixed periodic basis to employer groups, such as annually or bi-annually, was also rejected by the Department.  Health carriers would not be able to send the notice with other documents (i.e., policy issuance documents, renewal documents, and billing statements) that are already being sent.  The Department concluded that this regulatory alternative would result in unnecessary costs, and, therefore, insufficient savings to small or micro businesses.  This is primarily because many of the health carriers will already be modifying their systems to send the notice with their billing statements that are issued monthly in order to comply with the Insurance Code §843.210(c) and §1301.0061(c).  Weighing the intended benefits of the statute and the minimal additional cost to comply with the proposed §21.4003(b)(1)(B) notice requirement, the Department rejected this more costly regulatory alternative because the proposed §21.4003(b)(1)(B) notice requirement is less costly, consistent with the purpose of the statute, and more protective of the economic welfare of the employers of the state. 


For these reasons, the Department has determined, in accordance with §2006.002(c-1) of the Government Code, that there are no regulatory alternatives to the proposed amendments that will sufficiently protect the health, safety, environmental and economic interests of Texas consumers, and the welfare of the state.  
5.  TAKINGS IMPACT ASSESSMENT.  The Department has determined that no private real property interests are affected by this proposal and that this proposal does not restrict or limit an owner’s right to property that would otherwise exist in the absence of government action and, therefore, does not constitute a taking or require a takings impact assessment under the Government Code §2007.043.

6.  REQUEST FOR PUBLIC COMMENT.  To be considered, written comments on the proposal must be submitted no later than 5:00 p.m. on March 29, 2010 to Gene C. Jarmon, General Counsel and Chief Clerk, Mail Code 113-2A, Texas Department of Insurance, P. O. Box 149104, Austin, Texas  78714-9104.  An additional copy of the comment must be simultaneously submitted to Doug Danzeiser, Deputy Commissioner for Regulatory Matters, Life, Health & Licensing Program, Mail Code 107-2A, Texas Department of Insurance, P.O. Box 149104, Austin, Texas 78714-9104.  Any request for a public hearing should be submitted separately to the Office of the Chief Clerk before the close of the public comment period.  If a hearing is held, written and oral comments presented at the hearing will be considered.

7.  STATUTORY AUTHORITY.  The amendments are proposed pursuant to the Insurance Code §§843.210(b) - (d), 1301.0061(b) - (d) and 36.001.  Section 843.210(b) provides that each health maintenance organization that enters into a contract described by subsection (a) is required to notify the group contract holder periodically as provided by §843.210 that the contract holder is liable for premiums on an enrollee who is no longer part of the group eligible for coverage under the contract until the health maintenance organization receives notification of termination of the enrollee’s eligibility for that coverage.  Section 843.210(c) provides that if the health maintenance organization charges the group contract holder on other than a monthly basis for the premiums, the health maintenance organization shall notify the group contract holder periodically in the manner prescribed by the Commissioner by rule.  Section 843.210(d) provides that the notice required by subsection (b) must include a description of methods preferred by the health maintenance organization for notification by a group contract holder of an enrollee’s termination from coverage eligibility.  Section 1301.0061(b) provides that each insurer that enters into a contract described by subsection (a) is required to notify the group policyholder as provided by §1301.0061 that the policyholder is liable for premiums on an individual who is no longer part of the group eligible for coverage until the insurer receives notification of termination of the individual’s eligibility for coverage.  Section 1301.0061(c) provides that if the insurer charges the group policyholder on other than a monthly basis for the premiums, the insurer shall notify the group policyholder periodically in the manner prescribed by the Commissioner by rule.  Section 1301.0061(d) provides that the notice required by subsection (b) must include a description of methods preferred by the insurer for notification by a group policyholder of an individual’s termination from coverage eligibility.  Section 36.001 provides that the Commissioner of Insurance may adopt any rules necessary and appropriate to implement the powers and duties of the Texas Department of Insurance under the Insurance Code and other laws of this state.

8.  CROSS REFERENCE TO STATUTE.  The following statutes are affected by this proposal:



Rule




Statute



§21.4003



Insurance Code §843.210(b) – (d) and 








§1301.0061(b) - (d)

9.  TEXT.
§21.4003.  Group Policyholder, Group Contract Holder, and Carrier Premium Payment and Coverage Obligations.


(a)  Liability for Premiums for Individuals Who Are No Longer Part of the Covered Group.  


(1)  [A] contract between a health carrier and a group policyholder or group contract holder under a health benefit plan contract must provide that: 




(A) [(1)] the group policyholder or group contract holder, as described in the Insurance Code Chapter 1251, is liable for an individual insured's or enrollee's premiums from the time the individual is no longer part of the group eligible for coverage under the plan until the end of the month in which the group policyholder or group contract holder notifies the health carrier that the individual is no longer part of the group eligible for coverage under the plan; and 



(B) [(2)] the individual remains covered under the plan until the end of the period specified in subparagraph (A) of this paragraph [(1) of this subsection]. 



(2)[(b)]  If a health carrier agrees that a group policyholder or group contract holder may tender the notice referenced in paragraph (1)(A) [subsection (a)(1)] of this subsection [section] by mail, the date the group policyholder or group contract holder tenders the notice to the postal service is the date the group policyholder or group contract holder notifies the health carrier.  Evidence of written notifications may be maintained in a mail log in order to provide proof of submission and establish date of receipt. 



(3) [(c)] If an individual or an enrollee ceases to be a part of the group eligible for coverage within seven calendar days prior to the end of the month, the group policyholder or group contract holder will be deemed to have notified the health carrier in the month in which the individual or enrollee ceases to be part of the group if the health carrier receives notification within the first three days of the subsequent month, not including Saturdays, Sundays, and legal holidays.  If the notification is sent during this additional three-day notification period, the policyholder or contract holder must transmit the notification of an individual's loss of eligibility during the previous month by a method: 




(A) [(1)]  agreed upon by the group policyholder or group contract holder and the carrier, and 




(B) [(2)]  that provides immediate written notification, such as an internet portal, electronic mail, or telefacsimile.  Immediate written notification sent via electronic means will be presumed received on the date it is submitted; hand-delivered notification will be presumed received on the date the delivery receipt is signed. 



(4) [(d)]  A group policyholder or group contract holder is not liable for an individual insured's or an enrollee's premiums, and a health carrier is not obligated to continue coverage, under subsection (a) of this section if a group policyholder or group contract holder notifies a health carrier that an individual will no longer be part of the group eligible for coverage at least 30 days prior to the date the individual will no longer be part of the group eligible for coverage. 



(5) [(e)]  A group policyholder or group contract holder is not liable for an individual insured's or an enrollee's premiums, and a health carrier is not obligated to continue coverage, under subsection (a) of this section if the individual elects to terminate coverage under the plan and obtains coverage under a successor health benefit plan that takes effect at any time after termination of group eligibility and before the end of the coverage and premium payment period required by the Insurance Code §843.210 and §1301.0061 and subsection (a) of this section.  A health carrier may require a group policyholder or group contract holder seeking to avoid payment of additional premium for an individual no longer part of the group eligible for coverage to verify the successor coverage and to agree to be responsible for payment of premium if the individual's successor health benefit plan does not cover the individual from the termination of the health carrier's coverage until the end of the month in which the group policyholder or group contract holder notifies the health carrier that the individual is no longer part of the group eligible for coverage.  In addition, the group policyholder or group contract holder and the health carrier remain responsible for compliance with the Insurance Code §843.210 and §1301.0061 if the individual's successor health benefit plan does not cover the individual from the termination of the health carrier's coverage until the end of the month in which the group policyholder or group contract holder notifies the health carrier that the individual is no longer part of the group eligible for coverage. 



(6) [(f)]  A group policyholder or group contract holder is not liable for an individual insured's or an enrollee's premiums, and a health carrier is not obligated to continue coverage, under subsection (a) of this section under coverage a health carrier extends to an individual in compliance with 29 U.S.C. §1161 et seq. (COBRA), the Insurance Code Chapter 1251 Subchapter F, or any other federal or state continuation of coverage requirement that allows an individual insured or enrollee, upon termination of eligibility from a group, to pay premium and extend the period of group health benefit plan coverage after the individual has left employment or otherwise no longer qualifies as a member of the group.


(7) [(g)] A group policyholder or group contract holder is not liable for an individual insured's or an enrollee's premiums, and a health carrier is not obligated to continue coverage, under subsection (a) of this section if a group policyholder or group contract holder does not contribute to the payment of any individual insured's or enrollee's premium. 



(8) [(h)] A group policyholder or group contract holder is not liable for an individual insured's or an enrollee's premiums, and a health carrier is not obligated to continue coverage, under subsection (a) of this section in the event of the individual insured's or enrollee's death after the later of the date of the individual insured's or enrollee's: 




(A) [(1)]  death; or 




(B) [(2)]  receipt of the last covered service under the plan.

(b)  Notice of Liability for Premiums for Individuals Who Are No Longer Part of the Covered Group.  


(1)  A health carrier that enters into or renews a health benefit plan contract with a group policyholder or group contract holder shall provide written notice to the group policyholder or group contract holder that the group policyholder or group contract holder is liable for premiums for an individual who is no longer part of the group until the health carrier receives notification of termination of the individual’s eligibility for coverage as follows: 




(A)  as required by the Insurance Code §843.210(c) and §1301.0061(c), if the health carrier charges the group policyholder or group contract holder on a monthly basis for premiums, the health carrier shall provide the notice in each monthly statement sent to the group policyholder or group contract holder; 




(B)  if the health carrier charges the group policyholder or group contract holder on other than a monthly basis for premiums, the health carrier shall provide the written notice at inception or renewal of the policy or contract, as applicable, and, thereafter, at the time of each billing, and



(C)  as required by the Insurance Code §843.210(d) and §1301.0061(d), the notice required under subparagraphs (A) and (B) of this paragraph must include a description of methods preferred by the health carrier for notification by a group policyholder or group contract holder of an individual’s termination from coverage eligibility. 



(2)  Notwithstanding the requirements of paragraph (1) of this subsection, a health carrier is not required to send notice of group policyholder or contract holder liability for premiums more often than monthly.

10.  CERTIFICATION.  This agency hereby certifies that the proposal has been reviewed by legal counsel and found to be within the agency’s authority to adopt.

