B Brown & Brown

Short-Term Limited Duration Insurance (STLDI)

On March 28, 2024, the U.S. Departments of Health & Human Services, Labor and Treasury (the
“tri-agencies”) released final rules related to both Short-Term Limited Duration Insurance (STLDI) and
Fixed Indemnity policies. The focus of this article will be on the final rules impact on STLDI coverage,
but information related to changes made to the rules surrounding fixed indemnity coverage can

be found, here. These final rules amend the federal definition of STDLI and finalize these policies’
maximum total coverage period.

Insurers will be prohibited from issuing multiple STDLI policies to the same individual for over four
months within one year to eliminate “stacking” of separate, sequential policies for a period that is
longer than the intended use of STLDI coverage.

Background

STLDI policies were initially designed to provide very minimal coverage to
individuals transitioning between plans/policies or from one employer’s group
health plan of one employer to another.

Because this coverage is offered at a lower cost than typical individual
insurance coverage, it is exempt/excluded from many of the typical federal
individual coverage protections (e.g., prohibition on discrimination based
upon health status, pre-existing condition exclusions and annual/lifetime dollar
maximums).

These plans are not intended to be used as an alternative to comprehensive
coverage but instead have higher out-of-pocket costs and cover fewer
services than traditional medical insurance. Previously, the government
allowed these policies to have an initial contract term of less than 12 months,
with a maximum total coverage period of up to 36 months, including renewals
and any extensions to such coverage. The purpose of the final rules, therefore,
is to reduce the overall length of time an individual may remain on an STLDI

policy in a 12-month period.

DISCLAIMER: Brown & Brown, Inc. and all its dffiliates, do not provide legal, regulatory or tax guidance, or advice. If legal advice counsel or
representation is needed, the services of a legal professional should be sought. The information in this document is intended to provide a general
overview of the topics and services contained herein. Brown & Brown, Inc. and dll its dffiliates, make no representation or warranty as to the accuracy
or completeness of the document and undertakes no obligation to update or revise the document based upon new information or future changes.



https://www.bbrown.com/us/insight/fixed-indemnity-excepted-benefits-coverage
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STLDI Changes

These final rules amend the policy term of STLDI coverage,
limiting STLDI policies to three months in duration, with a
maximum coverage period of up to four months, including
renewals and any extensions to such coverage. The

rules also add required parameters around the maximum
coverage period of an STLDI policy for up to four months.
The four-month maximum STLDI coverage period includes
all renewals/extensions sold by the same issuer, or any
issuer member of the same controlled group, to the same
policyholder within a 12-month period.

These requirements become effective on all STLDI
policies/certificates/contracts issued on or after

September 1, 2024.

For any STLDI policies/certificates/contracts coverage sold
or issued before September 1, 2024, policies may continue
to have an initial contract term of less than 12 months and up
to a maximum duration of 36 months, subject to any limits
under applicable state law. This includes any subsequent
renewals/extensions consistent with applicable law.
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The final rules also require a revised notice/disclosure to

be distributed to individuals eligible for STLDI coverage

and to be prominently displayed on the first page of the
policy/certificate/contract of insurance, including renewals
and extensions. It must also be on the first page of any
marketing, application and enroliment materials. The revised
notice is available on the next page of this article and

page 23417 of the final regulations. It must be distributed

to eligible individuals for all STDLI policies, certificates or
contracts issued on or after September 1, 2024.

The revised rules on STDLI coverage aim to realign the
federal definition of STDLI to its intended meaning: to serve
as temporary coverage. These rules will help consumers
differentiate between STDLI coverage and comprehensive
coverage, helping to reduce the financial and health

risks associated with choosing limited coverage over
comprehensive coverage as a long-term solution to their
healthcare needs.

For more information on these final rules related to STLDI
coverage, click here.


https://www.govinfo.gov/content/pkg/FR-2024-04-03/pdf/2024-06551.pdf

STLDI Notice — Plans sold/issued on or after September 1, 2024

IMPORTANT: This is a short-term, limited-duration policy, NOT comprehensive health coverage

This is a temporary limited policy that has fewer benefits and Federal protections than other types of health insurance

options, like those on Healthcare.gov.

This Policy

Insurance on HealthCare.gov

Might not cover you due to preexisting health conditions
like diabetes, cancer, stroke, arthritis, heart disease, mental
health & substance use disorders

Might not cover things like prescription drugs, preventative
screenings, maternity care, emergency services,
hospitalization, pediatric care, physical therapy & more.

Can’t deny you coverage due to preexisting health
conditions

Covers all essential health benefits

Might have no limit on what you pay out-of-pocket for care

Protects you with limits on what you pay each year out-of-
pocket for essential health benefits

You won’t qualify for Federal financial help to pay
premiums & out-of-pocket costs

Many people qualify for Federal financial help.

Doesn’t have to meet Federal standards for
comprehensive health coverage

All plans must meet Federal Standards

Looking for comprehensive health insurance?

- Visit Healthcare.gov or call 1-800-318-2596 (TTY:1-855-889-4325) to find health coverage options.

- To find out if you can get health insurance through your job or a family member’s job, contact the employer.

Questions about this policy?

For questions or complaints about this policy, contact your State Department of Insurance. Find their number on
the National Association of Insurance Commissions’ website (naic.org) under “Insurance Departments”.



How Brown & Brown Can Help

Connect with your Brown & Brown service team to learn more about
how we can help find solutions to fit your unique needs.

B Brown & Brown

Find Your Solution at BBrown.com
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