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1 TLL NOe o?ﬁﬂ/ . 1 Section 3. Definitions« As used in [this act]s the
3 INTRODUCED BY _4[_ 2 following definitions apply:

3 3Y REQUEST OF THE DEPARTMENT OF INSURANCE 3 {1) "Applicant™ means:

4 . & {a) in the case of an individual medicare supplement
5 A BILL FOR AN ACT ENTITLED: ™AN ALT ESTABLISHING MINIMUM 5 policy or subscriber contracty the person who seeks to
& STANDARDS FOR MEDICARE SUPPLEMENT INSURANCE; REQUIRING THE 6 contract for insurance benefits; and

7 COMMISSIONER GF INSURANCE TO ADCPT RULES ESTABLISHING POLICY T {b) in the case of a group medicare supplement policy
8 PROVISION REQUIREMENTSy MINIMU® BENEFIT STANDARDSy LOSS 8 or subscriber contracte the propused certificate holdere

9  RATIO STANDARDSs AND DISCLOSURE STANDARDS FOR SUCH POLICIES; 9 (2) =Certificate” means a certificate issued under a
10 AND GIVING THE COMMISSIONER OF INSURANCE AUTHORITY TD ADOPT 10 group medicare supplement policy that has been delivered or
11 RULES ESTABLISHING AN INFORMATIOMAL BRUCHURE FOR  SUCH 11 issued for delivery in this state.

12 POLICIES AND AUTHORITY TO ADOPT RULES ESTABLISHING CAPTIONS 12 {3} "Medicare™ means Health Insurance for the Agedy
13 OR NOTICE REQUIREMENTS FOR CERTAIM NONMEDICARE SUPPLEMENT 12 Title XVIII of +the Social Security Amendments of 1965y as
14 POLICIES IDENTIFYING THEM AS SUCH; AND PROVIDING AN 14 then constituted or later amended.

15 TMHEDIATE EFFECTIVE DATE <" 15 {4) "MMedicare supplement policy®™ means a group or
16 16 individual poticy of disability insurance or a subscriber
17 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 17 contract of a health service corporation that is advertiseds
I] Section ls Short titles« [This act] may be cited as the 18 marketedy or designed primarily as a supplement to
19 "hedicare Supplement Insurance Minimum Standards Act%. 19 reimbursements under medicare for the hospitals medicals or
29 Saction 2« Purposes The purpose of [this act] is to 20 surgical expenses of persons eligible for medicare by reason
21 establish minimum standards for medicare supplement 21 of ages. The term does not include:
22 insurance policies and to establish a regulatory program 22 {3) a policy or contract of one or morz employers or
23 that meets the requirements of Public Law 96-265, the Social 23 labor organizations or of the trustees of a fund established
24 Security Disahility Amendments of 1980y approved June 9¢ 24 by one or more employers or labor organizationss or
25 1980, 25 combination thereafy for employess or former employeesy or
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combination thereofy or for members or former memberss or
combination thereofs of the labor organizations; or

(b} a policy or contract of any professionals trade,
or occupational association for its members ov former or
retired memberss or combination theraofy if the association:

{i}) Is composed of individuals all of whom are
actively engaged in the same professions trades or
occupations;

{ii) has been maintained in good faith for purposes
other than obtaining insurance; and

{iii) has been In existence for at least ? years prior
to the date of its initial offering of the policy or plan to
its members;

{€) individual policies or contracts issuad pursuant
to a conversion privilege under a policy or contract of
group or individual insurance when the group or individual
policy or contract includes provisions that are inconsistent
Wwith the requirements of [this act] or pelicies issued to
employees or members as additions to franchise plans in
existence on [the effective date of this cct]e

Section 4« Standards for policy provisions -— rules.
(1} The commissioner shall adopt reasonable rules to
establish specific standards for policy provisions of
medicare supplement policiess The standards are in addition

to and in accordance with applicable laws of this states
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including the provisions of Title 33y chapter 22+ and may
cover but are not limited to:

{a) terms of renewabilityj

{b) initial and subsequent conditions of =ligitility;

{c)} nonduplication of coverage;

{d) probationary periods;

{e}) benefit limitationsy exceptionsy and reductions;

{f) eliamination periods;

{9) reguirements for replacements

{h) recurrent conditions; and

{i) definitions of termse

{(2) The commissioner may adopt reasonable rules that
prohibit policy provisions not otherwise specifically
authorijzed by statute thate in the opinion of the
commissioners are unjustey unfaire or unfairly discrimipatery
to any person insured or proposed Ffor coverage under a
medicare supplement policys

(3) Netwithstanding any other provisions of the lows =
medicare supplement policy may not deny a claim for losses
incurred more than 6 months from the effective date of
coverage for a preexisting condition. The pelicy may not
define a preexisting condition more restrictively than =2
condition for Hhich-’medical advice was given or treatment
was recommended by or received from a3 gpghysician within &

wonths before the effective date of coverage.
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Section 5« Minimum standards for benefits ~ rules.
The commissioner shall issue reasonable rules to establish
minimum standards for benefits for medicare supplement
policies.

Section 6. Loss ratio standards. Medicare supplement
policies are expected to return to policyholders benzfits
that are reasonable in relation to the premium chargede The
commissioner shall adopt reasconable rules to establish
winimum standards for 10ss ratios of medicare supplement
pelicies on the basis of incurred claims experience and
earnad premiums for the entire period for which rates are
computed to provide coverage and in accordance with accepted
actuarial principles and practicese For purposes of rules
adopted pursuant to this sections medicare supplement
pclicies issued as a result of solicitations of individuals
through the mail or mass media advertisings ineluding both
print and broadcast advertisings shall be treated as
incividual policieses

Section Te Disclosure standards —— informational
brochure =- ruless {1) In order toc provide for full and fair
disclosure in the sale of medicare supplement policiess a
medicare supplement policy may not be delivered or issued
for delivery in this state and a certificate may not be
delivered pursuant teo a group medicare supplement policy

delivered or issued for delivery in this state unless an
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outline of coverage is delivered to the applicant at the
time application is mades

{2) {a) The commissioner shall prescribe the format
and conteat of the ocutline of coverage required by
subsection {1)«

{b) For purposes of this sections "format™ means
styles arrangements, and overall appearancesy including such
items as the sizer colors and prominence of type and the
arrangement of text and captions.

{c¢) The cutline of caverage must include:

{iI) a description of the principal benefits and
coverage provided in the policy;

{

i) a statement of the exceptionss reductionss and
Timitations contained In the policys

tiii}) a statement of the renewal provisions including
any reservation by the insurer of a right to change
premiums;

{iv) a statement that the outline of coverage is a
summary of the policy issued or applied for and that the
policy should be consulted to determine governing
contractual provisionss

{3) 7The commissioner may prescribe by rule a standard
form and the contents of an informational brochure for
persons eligible for medicare by reason of agey which is

intended to improve the buyer®s ability to select the most

© SB a4l
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appropriate coverage and improve the buyer's understanding
of medicarcee Except in the case of direct responss
insurance policiesy the commissioner may require by rule
that the information brochure be provided to any prospective
insureds eligible for wedicare 2t the seme time the outline
of coveraae is deliverede Hith respect to direct response
insurance policiesy the commissioner may require by rule
that the prescribed brochure be provided upon requeste but
not later than the time of policy deliveryy, to any
prospective insureds eligible for medicare by reason of agees

{4#) The commissioner may adopt reasonable rules for
captions or notice requirementss det2rmined to be in the
public interest and designed te inform prospective insureds
that particular insurance coverages are not medicare
supplement  coveragess for all accident and sickness
insurance policies sold to persons eligibTe for medicare by
reason of agey other than:

{a) medicare supplement policies;

(b) disability income policies;

(¢} basicy catastrophicy or major medical expense
poliﬁies;

{d) single premiumy nonrenewable policies; or

(2) other policies defined in {subsection (4} of
section 3]s

{5) The commissioner may further adopt reasonable
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rules to govern the full and fair aisclosure of the
information in connection with the replacement of accident
and sickness policiess subscriber contractse or certificates
by persons eligible for medicare by reason of agee

Section 8e MNotice of free examinationes (;) Medicare
supplement policies or certificatesy other than those issued
pursuant to direct response solicitations must have a notice
prominently printed on the first page of the policy or
attached thereto stating in substance that the applicant has
tha right to return the policy or certificata within 10 days
of its delivery and tc have the premium refunded ify after
examination of the policy or certificates the applicant is
not satisfied for any ressone.

(2) HMedicare supplement pelicies or certificates
issued pursuant to a direct response solicitation to persons
eligible for medicare by reason of age must have 8 notice
prominently printed on the first page cr -attached therete
stating in substance that the applicant has tha right to
return the policy or certificate within 39 days of its
delivery and to have the pramium refunded ifs after
examinations the applicant is not satisfied for any reasonas

Section 9. Administrative proceduress Rules adopted
pursuant to [this act] are subject to the provisions of
33-1-313 and Title 24 chapter 4.

Section 10« Codification instruction. This act is

-8-
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intended to be codified as a new part in Title 33y chapter
22y and the provisions of Title 33, apply to this acta

Section 1le. Severabilitys If a part of this act is
invalide all valid parts that are severable from the invalid
part remain in effecte If a part of this act is fnvalid in
one or more of its applicationss the part remains in effect
in all wvalid applications that are severable from the
invalid applicatiocnse

Section 12« Effective dates This act is effective on
passage and approvale

—-End-

-

SE 24/
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STATEMENT OF INTENT
SENATE BILL 241

Senate Public Health Committee

This bill is adopted to enable the State of Montana to
meet the requirements of Public Law 96-265¢ the Social
Security Oisability Amendments of 1980 (the Raucus
Amendment)e Public Law 96-265 establishes a program of
federal certification of medicare supplemental insurance
policies and provides that medicare supplemental policies
issued in a state with an approved requlatory program shall
be certified under the federal certification programe [In
order to be approvedy a sState*s medicare supplemental
insurance policy regulatary program must provide for the
application of standards with respect to such policies equal
to or more stringent than the NAIC Model Regulation to
Implement the Individual Accident oand Sickness Insurance
Minimum Standards Acts adopted by the National Associastion
of Insurance Commissioners on June &, 1979; include a
requirement at least as stringent as the federal provision
requiring that such policies return to policyholders in the
form of aggregate benefits under the policys at least 75% of
the aggregate amount of premiums collected in the case of
group policies and at least 60% of the aggregate amount of

premiums collected in the case of individual policies; and
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apply these standards and requirements to all medicare
supplemental policies issuaed in the state.]

A statement of intent is required for this bill because
it delegates rulemaking authority to the Commissioner of
Insurance. This bill is intended ta give the Commissioner of
Insurance the authority to adopt rules establishing minimum
standards for benefitss contentss and sale of medicare
supplemental insurance policies iﬁ the State of Montana to
insure the implementation of a regulatory program which
meets the minimum standards of Public Law 96-265+ the Secial
Security Disabitity Amendments of 1980.

it is contemploted that such rules should address the
following:

(a} prohibhited policy provisions including the kinds
of coverage that may be excluded from coverage in a medicare
supplemental policy;

{b) minimum standards for medicare supplement policy
provisions and minimum benefit standards;

{¢) required disclosure provisions such as provisions
regarding renewals continuations and nonrenewals definition
and explanstion of termsy preexisting condition limitations,
“free-look"™ provisions and forms for a buyer*'s guide and an
outline of policy coverage; and

(d} rep!acemént requirementsy including a form for

notice to an applicant regarding replacement of disability

-2
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First adopted by the fublic Health Committee on the 9th
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Approved by Comm. on

public Health, Safety and Welfare

SENATE BILL ND. 221
INTRODUCED BY HAZELBAKER

BY REQUESY OF THE DEPARTMENT OF INSURANCE

A BILL FOR AN ACT ENTITLED: “AN ACT ESTABLISRHING MINIMUM
STANDARDS FOR MEDICARE SUPPLEMENT INSURANCE; REQUIRING THE
COMMISSTONER OF INSURANCE TO ADOPT RULES ESTABLISHING POLICY
PROVISION REQUIREMENT:y MINIMUM BENEFIT STANDARDSe LOSS
RATIO STANDARDSs AND DISCLOSURE STANDARDS FOR SUCH POLICIES;
AND GIVING THE COMMISSIONER OF INSURANCE AUTHORITY TO ADOPT
RULES ESTABLISH[NG. AN INFORMATIONAL BROCHURE FOR UCH
POLICIES AND AUYHORIYY TD ADOPT RULES ESTABLISHING CAPTIODNS
DR NOTICE REQUIREMENTS FOR CERTAIN NONMEDTCARE SUPPLEMENT
POLICIES IDENTIFYING THEM AS SUCH; ANO PROVIDING AM

IMMEDIATE EFFECTIVE DATE."

BE IT EMACTED BY THE LEGISLATURE OF THE STATE OF MDNTANA:
Section ls Short titles [This act] may be cited 335 the
"Medicare Supplement lnsurance Minimum Standards Act™.
Section 2« Purposes The purpose of [this act] is to
establish minimum  standards for medicare supplement
insurance policies and to establish a regulatory proegram
that meets the requirements of Public Law 96-265¢ the Social
Security Disability Aamendments of 1980s approved June 94

L980.
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Section 3. Definitionse As used in {[this act}]s the
following definitions apply:

{1) "applicant® means:

{a) in the case of an individual medicare supplement
policy or subscriber contracts the person who Sseeks to
contract for insurance benefits; and

fb) in the case of a group medicsre supplement policy
or subscriber contracte the proposedeertificate holder «

{2} "Certificate™ means a certificate issued wunder =2
group medicare supplement policy that has been delivered or
issued for delivery in this state.

{3} "Medicare" means Health Insurance for the Ageds
Title XVvIII of the Social Security Amendments of L1265, as
then constituted or later amendeds

{4) "Medicare supplement policy® means & group or
individual policy of disability insurance or a subscriber
contract of a health service ceorporation that is advertisedy
marketeds or designed primarily as a supplement to
reimbursements under medicare for the hospitals medicaly or
surgical expenses of persons eligible for medicare by reason
of ages The term does aot include:

{a) a policy or contract of one or more employers or
labor organizations or of the trustees of a fund established
by one or more employérs or Lltabor organizationss or

combination thereofs For employees or former employeess or

-2= 53 241

SECOND READING



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

SB 0241702

combination thereofy or for members or former members, or
combination thereofs of the labor organizations; or

[b) a policy or contract of any professionals trades
or occupational assoctation Ffor its members or former or
retired memberss Or combination thereofs if the association:

{i) is composed of individuals all of whom are
actively engaged in the same professions trades or
occupation;

{i1) has been maintained in good Ffaith Ffor purposes
other than obtaining insurance; and

tiii) has been in existence for at least 2 years prior
to the date of its initial offering of the policy or plan to
its members;

{c) individual policies or contracts issued pursuant
to a conversion privilege wunder a policy or contract of
group or individual insurance when the group or individual
policy or contract includes provisions that are inconsistent
with the requirements of [this act] or policies issued to
employees or members as additions to franchise plans in
existence on {the effective date of this act].

Section 4. Standards for policy provisions —— rules.
{1) The commissioner shall adopt reasonable rules to
establish specific standards for policy provisions of
medicare supplement policiess The standards are in addition

to and i1n accordance with applicable laws of this states

-3- SR 241
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the provisions of Yitle 33« chapter 22¢ and may
are not limited to:

terms of renewability;

initial and subsequent conditions of eligibifity;
nonduplication of coverage;

probationary periods;

benefit limitationss exceptionsy and reductions;
elimination periods;

requirements for replacement;

recurrent conditions; and

definitions of terms.

The commissioner may adopt redsonable rules that

poticy provisions not otherwise specifically

authori zed by statute thate in the opinion of the

commissionaers dare unjuste unfairy or unfairly discriminatory

to any person insured or proposed for coverage under a

medicare

{3)
medic are
incurred
coverage

define a

condition

supplement policye.
Notwithstanding any other provisions of the laws o
supplement policy may not deny a claim for losses
more than &6 wmonths from the effective date of
for a preexisting conditione The policy may not
preexisting condjition more restrictively than a

for which medical advice was given or treatment

was recommended by or received from a physician within 6

months before the effective date of coverage.

-4= - SB 241
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Section 5. Minimum standards For benefits —— rules.
The commissioner shall issue reasonable rules to establish
minimum standards for benefits for medicare supplement
policiess.

Section 6. Loss ratio standards. Medicare supplement
policies are expected to return to policyholders benefits
that are reasonable in relation to the premiuam charged. The
commissioner shall adopt reasonable rules to establish
minimum standards for 1oss ratios of medicare supplement
polticies on the basis of incurred claims experience and
earned premiums for the entire pericod for which rates are
computed to provide coverage and in accordance with accepted
actuwarial principles and practices. For purposes of rules
adopted pursuant to this sections medicare supplement
policies issued as a result of solicitations of individuals
through the mail or mass media advertisings including both
print and broadcast advertisings shall be treated as
individual policies.

Section T. Disclosure standards -— informational
brochure —— ruless (1) In order to provide for full and fair
disclosure in the sale of medicare supplement pceliciess a
medicare supplement policy may not be delivered or 1ssued
for delivery in this state and a certificate may not e
deliverad pursuant to a group medicare suppliement policy

delivered or issued For delivery in this state unless an

5 58 241
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outline of coverage is delivered to the app!icapt at  the
time application is made.

{2} (a) The commissioner shall prescribe the format
and content of the outline of coverage required by
subsection {l).

{b) For purposes of this sections “format* means
styles arrangementss and overall appearances including such
items as the sizes <olore and prominence of type and the
arrangement of text and captionse

{c} The outline of coverage must include:

{i} a description of the p(incipal benefits and
coverage provided in the policy;

(ii} a statement of the exceptionss reductionss and
limitations contained in theApolicy;

fiit) 3 statement of the renewal provisions including
any reservation by the insurer of a right to change
premiums ;

[iv) a statement that the outltine of coverage is a
summary of the policy issued or apptied for and that the
paticy shaould be consulted to determine gqoverning
contractual provisionse

{31 The commissioner may prescribe by rule a standard
form and the contents of an informational brochure for
persons eligiole for medicare by reason of ages which is

intended to improve the buyer's abi1lity to select the most

- 58 241°
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appropriate coverage and improve the buyer*s understanding
of medicare. Except in the case of direct response
insurance policiess the commissioner may require by rule
that the information brochure be provided to any prospective
insureds eligible for medicare at the same time the outline
of coverage is delivereds With respect to direct response
insurance peoliciesy the conmissionér m3y require by rule
that the prescribed brochure be provided upon requests but
not later than the time of policy deliverys to any
prospective insureds eligible for medicare by reason of age.

{2} The commissioner may adopt reasonable rules for
captions or notice requirementssy determined to be in the
public interest and designed to inform prospective insureds
that particular insurance coverages are not medicare
supplement coveragess for al! accident and sickness
insurance policies sold to persoens eligible for medicare by
reason of agey other than:

{3) medicare supplement policies;

(b) disability income policies;

{¢} basice catastrophice or major medical expense
policies;

{d) single premiums nonrenewablte policies; or

{e) other policies defined in {[subsection (&) of
section 3]a

{5) The commissioner wmay further adopt reascnable

-1- S8 241
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rules to govern the full and fair discYosure of the
information in <connection with the replacement of accident
and sickness policiess Subscriber contractsy or certificates
by persons eligibte for medicare by reason of age.

Section Be Notice of free examination. (l) Medicare
supplement policies or certificatesy Other than those issued
pursuant to direct response sclicitations must have 3 notice
prominently printed on the first page of the policy or
Qttached thereto stating in substance that the applicant has
the right to return the policy or certificate within i0 days
of its delivery and to have the premium refunded ifr after
examination of the policy or certificates the applicant is
not satisfied for any reason.

{2) Medicare supplement policies or certificates
issued pursuant to a direct response solicitation to persons
eligible for medicare by reason of age must have 2 notice
praominently printed on the first page or attached thereto
stating in substonce that the applicant has the right to
return the policy or certificate within 30 days of its
delivery and to have the premium refunded .ifse after
examinations the applicant is not satisfied for any reasone

Section 9. Administrative procédures- Rules adopted
pursuant to [this act} are subject to the provizions of
33-1-~313 and Title 2y chapter 4.

Section 10a Codification instructions. This act is

-8~ S8 241
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intended to be codified as a new part in ¥Fitle 33, chapter
22+ and the provisions of Title 33, apply to this act.

Section ll. Severability. If a part of this act is
invalides 311 valid parts that are severable from the invalid
part remain in effecte 1If a part of this act is inwvalid in
one or more of its applicationss the part remains in effect
in alt wvalid applications that are severable from the
invalid applicationse.

Section 12. Effective date. This act is effective on
passage and approvale

-End-
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STATEMENT {Ff INTENT
SENATE BILL 241

Senate Public Health Committee

This bil¥l is adopted to enable tte State of Montana to
meet the requirements of Public Law 96-265s the Social
Security DOisability Amendments of 1980 {the Raucus
Amendment). Public Law 96-265 establishes & program of
federal cerzification of medicare supplemental LNsurange
palicies and provides that medicare supplemental policies
issued in a state with an approved regulatory prograrm shall
be certified wunder the federal certification programe. [In
order to be approveds a state's medicare supplemental
tnsurance policy regqgutltatory program must provide for the
application of standards with respact to such policies equal
£ or more stringent than the NAIC Model Reqgulation to
Irplement the Individual Accident oand Sichness Insurance
Minimum Stonderds Acts adopted by the National Association
of Insurance Commissioners on June &y 1979 inciude g
requirement at least as stringent as the federal provision
requiring that such policies return to policyholders in the
form of aggregdate benefits under the policys at least 75% of
the aggregate amount of preamiums collected in the case of
group policies and at least 60% of the aggregate amount of

premiums collected in the case of individual policies; and
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apply these standards and requirements to all medicare
supplemental policies issued in the state.)

A statement of intent is required for this bill because
it delegates rulemaking authority to the Commissioner of
Insurances. This bill is intended to give the Commissioner of
Insurance the authority to adopt rules establishing minimum
standards for bensfitss contentss and sale of wmedicare
supplemental insurance policies in the State of Montana to
insure the implementation of a requlatory program which
meets the minimum standards of Public Law 96-265s the Social
Security Disability Amendments of 1980.

It is contemplated that such rules should address the
following:

{a) prohibited polticy provisions including the kinds
of coverage that may be excluded from coverage in a medicare
supplemental policy;

{b) wminimum standargs for wedicare supplement policy
provisions and minimum benefit standards;

(c) required disclosure provisions such as provisions
regarding rencwaly continuations and nonrenewals definition
and explanition of termss preexisting condition limitationss
“free-look" provisions and forms for a buyer*s guide and an
outline of policy coverage; and

(d) replacement requirementss including a3 form for

notice to an applicant regarding replacement of disability

-
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3Y REQUEST BF THE DEPARTMENT OF INSURANCE
-

A BILL FOR AN ACT ENTITLED: “AN ACT ESTABLISHING MINIMUM
STAMDARDS FGR MEDICARE SUPPLEMENT INSURANCI; REQUIRING THE
COMMISSTIONER GF INSURANCE TO ADCPT RULES ESTARPLISHING PCLICY
PROVISION REQUIREMENTSe MINIHUM BENEFIT STANDARDSy LOSS
RATIO STANDARDSs AND OISCLOSURE STANDARDS FOR SUCH POLICIES;
AND  GIVING THE COMMISSIONER OF [MSURANCE AUTHORITY TO AOCPT
AULes ESTABLISHIWNG AN INFORMATIOMAL B3ROCHURE FOR SUCH
POLICIES AND AUTHORITY TO ADOPT RULFES ESTASLTISHINMG CApPTINNS
OR NOTILE REQUIREMENTS FOR CERTAIN MONMEDICARE SUPPLEMENT
POLICIES IDENTIFYING THEM AS  SUCH3; AMD  PROVIDING AN
IMMEDTIATE EFFECTIVE DATES*

BE IT ENACTED BY THE LEGISLATURE OF THE STATE aF MANTAMA:Z
Section le Shart titles {This act] may be cited as the
Pdedicare Supplement Insurance Hininum Standards Act™,

. Sactian 2« Purposes The purpose of [this act] is to
gstablish minimum standards for nedicare  supplement
insurancas policies and to establish a requlatory program
that maets the reguirements of Public Law 96-26%, the Social

Security Disability Amendments of 1930, approved June 9y
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Section 3« Definitionse As used in [this act]s the
following definitions apply:

{1) ™Applicant™ meanst

{a) in the «case of an individual medicare supplement
pelicy or subscriber contracty the person who seeks +to
cantract for insurance benefits; and

{b) in the case of a group medicare supplement poiicy
or subscriber contracts the proposed certificate holderas

{2) ™"Certificate™ means a certificate issued under a3
group medicare supplement policy that has been deliversd or
issued for delivery in this states

(3} "Medicare®™ means Health Insurance for the Aged,
Title XVIII of the Social Security Amendments of 1965, as
then constituted or later amended.

{4) ™Medicare supplement policy®™ means a group or
individual policy of disability insurance or a subscriber
contract of a health service corporation that is advertiseds
marksteds or designed primerily as a suprlement to
reinbursements wunder medicare for the hospitals medicals or
surgical expenses of persons elijibla for medicare by reason
of agze The term does not includes

(2) a policy or contract of one or mor2 employars or
labor organizations or of the trustees of 3 fund established
by one or more employers or Jlabor organizationss or

combination thereofy for employees or former employsess or

-2- THIRD REA_DING
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combinatian thereofy or for members or formar memberse or
combination therecfs of the labgor arganizationsi or

{b) a policy or cecntract of any professionals tradas
or occupational association for its members or former or
retired membersy or combination thereofy if the associastions

(i) is composed of individuals atl of whom are
actively engaged in the same professions tradae or
occypation;

(ii} has been maintained in good faith for purposes
other than obtalining insurance; and

{iii) has been in existence for at least 2 years prior
to the date of its initial offaring of the policy ar plan to
its amenberss;

{c) individual policies or contracts issued pursuant
te a conversicen privitege wunder a policy or coniract of
group or individual insurance when the group or individual
pclicy or contract includes provisions thst ara inconsistent
with the requirements of [this act] or pclicies issued te
employees or members as additions to franchise plans in
existence on {the effective date of this zct]e

Section 4. -Standards for policy provisions -- rulese
{1) The commissioner shall adopt reasonable rules to
establish specific standards for policy provisions of
medicare supplement policies. The standards are in addition

to and in accordance with applicable laws of this state,
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including the provisions of Title 33y chapter 22y and may
cover but are not limited to:

{a) terms of renewability;

(b} initial and subsequent conditions of eligitility;

{c) nonduplication of coverage;

{d} probationary periods;

{e) benefit limitationsy exceptionsy and reductions}

(f) elimination periods;

{3) reoquirements for replacement;

{h) recurrent conditions; and

(i) definitions of termss

{2) The commissioner may adopt reasonable rules that
prohibit policy provisions not otherwise specifically
authorizec by statute thats in the opinion of the
commissioners are unjusty unfaire or unfairly discrininatory
to any person insured or proposed for coverage under a
medicare supplement policye

(3} Notwithstanding any other provisions of the lawe 3
medicare supplement policy may not deny & claim for losses
incurred more than 6 wonths from the effective date of
coverage for a preexisting conditione The policy may not
define @ preexisting condition wmore vrestrictively than &
condition for which medical advice was given or trestment
was ra2commended by or received from a ghysician within &

months before the effective date of coverages
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Section 5. Minimup standards for benefits —~ ruless
The commissioner shall issue reasonable rules to establish
minimum standards for benefits for medicare supplement
policiese

Saction €. Loss ratic standardse. Medicare fupp1ement
policies are expected to return to policvyholders benafits
that are reasonable in relation to the premium chargeds The
commissioner shall adopt reasonable ruies to establish
minimum standards for loss ratios of wmedicare supplement
policias on tha basis of incurred claiss experience and
earned premiums for the entire period for which rates are
computed to provide coverage 2nd in accordance mith accepted
actuarial principles and practicess for purposes of rules
adopted pursuant to +this sectione medicare supplement
policies issued as a result of solicitations of individuals
through the mail or mass media advertisings including both
print and broadcast advertisings shall be {reated as
individual policiesa

Section T« Disclosure standards - informational
brochure == ruless (1) In order to provide for full and fair
disclosure in the sale of medicare supplement policiess a
medicare supplement policy may not be delivered or issued
for delivery in this state and a certificate may not be
delivered pursuant to a group medicare supplement policy

delijvered or issued for delivery In this state unless an
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outline of coverage is delivered to the applicant at the
time application is madea

{2) {a) The commissioner shall prescribe the format
and content of the cutline of coverage required by
subsaction (1)

{b} For purposes of this sectione "format™ means
styles arrangementss and overall appearancey including such
items as the sizes <colors and prominence of type and the
arrangement of text and captions.

(¢} The outline of coverage must include:

(i) a description of the principal benefits and
coverage provided in the polticy;

(ii) a statement of the exceptionss reductionss and
limitations contained in the pelicys

(iii) a statement of the ren2wal provisions including
any reservation by the insurer of a right +toc changs
premiums;

{iv) a statement that the outline cof coverage is a
summary of the pelicy issued or applied for and that the
pelicy should be consultted to determine governing
contractual provisionse

(3) The commissioner may prescribe by rule a standard
form and the contents of an informational brochure for
persons eligible for medicare by reason of agey which is

intended to improve the buyer®s ability to selsct the wmost
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appropriate coverage and improve the buyer's understanding
of medicares Except in the case of direct response
insurance policiess the commissioner may reguire by rule
that the information brochure be provided to any prospective
insureds eligible for medicare at the same time the outline
of coverage is deliveredes With respect to direct response
insurance polliciess the commissioner may require by rule
that the prescribed brochure be provided upon reguests but
not 1later +than the +time of policy deliverys to any
prospective insureds eligible for medicare by reason of ages

{¢} The commissioner may adopt reascnable rules for
captions or notice requirementssy determined to be in the
public intereét'and designed to inform prospective insureds
that particular insurance coverages are not medicare
supplement coveragessy for all accident and sickness
insurance policles sold to persons etigible for medicare by
reason of ages other fhan:

{a) medicare supplement policies;

(b} disability income policies;

{¢) basicy catastrophicy or major medical expense
policies;

{d) single premium, nonrenewable policies; or

(e) other policies defined in [subsection (4) of
section 3las

{5) The commissioner may further adopt reasonable
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rutes te govern the full and fair disclosure of the
information in connection with the replacement of accident
end sickness policiess subscriber contractse or certificates
by persons eligible for medicare by reason of ages

Section 8. MNotice of free examinations. (1)} Hedicare
supplement policies or certificatess other than those issued
pursuant to direct response solicitations must have a notice
prominently printed on the first page of the policy or
attached thereto stating in substance that the applicant has
th2 right to return the policy or certificate within 10 days
of its delivery and to have the premium refunded ify after
examination of the poelicy or certificates the applicsnt is
net satisfied for any reasone

{2) Medicare supplement policies or certificates
issued pursuant to a direct response sclicitation to persons
eliyiple for wedicare by reason of age must have a notice
prominently printed on the first page or attached therato
stating in substance that the applicant has the right to
return the policy or certificate within 30 days of its
delivery and to have the pramium refunded Iify after
examinations the applicant s not satisfied for any reasons

Section 9« Administrative proceduress Rules adopted
pursuant to [this act] are subject te the provisions of
33-1-313 and Title 2y chapter 4. '

Section 1Je Codification instruction. This act is

-8
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intended to be codified as a new part in Title 33y chapter
22y and the provisions of Title 33,y apply to this acte

Section lle Severabilitys If a part of this act is
invatide 211 valid parts that are severable from the invalid
part remain in affectse If a part of this act is invelid in
one or mare of dits applicationss the part remakns in effect
#n 311 wvalid applications that are severable from the
#nvalid applications.

Section 12ze Effective datea fhjs act is effactive on
passag2 and approvale

—End=
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4Tth Legislature SB 241
1 STATEMENT OF [NTENT

2 SENATE BILL 2%¢1

3 Senate Public Health Committee

4 This bill is adopted to enable the State of Montana to
5 meet the requirements of Pfublic Law 96-2654 the Social
6 Security Disability Amendments of 1980 {the daucus
7 Amendment). Public Law 96-265 establishes a program of
8 federal certification of mwedicare supplemental insurance
9 policies and provides that medicare supplemental policies
i0 issved in a state with an approved regulatory program shall
11 be certified under the federal certification program. [In
12 order to be approveds a state's medicare supplemental
13 insurance policy regulatory program must provide for the
14 applitation of standards with respect to such policies equal
15 to or more stringent than the NAI(L Model Regulation to
16 [mplement the Individual Accident and Sickness Insurance
17 Minimum Standerds Acte adopted by the National Association
18 of Insurance Comwissioners omn June 6s 1979; include a
19 requirement at least as stringent as the Federal provision
20 requiring that such pelicies return to policyholders in the
21 fForm of aggregate benefits under the policys at least 75% of
22 the aggregate amount of Premiums collected in the case of
23 group policies and at least 60% of the aggregate amount of
24 premiums collected in the case of individual policies; and
25 apply these standards and reguirements to all medicare
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supptemental policies issued in the states]

A statement of intent is required for this bil) because
it delegates rulemaking authority to the Commissioner of
Insurancee This bil) is intended to give the Commissioner of
Insurance the authority to adopt rules establishing minimum
standards for bDenefitses contentses and sale of medicare
supplemental  insurance policies in the State of Montana teo
insure the implementation of a regulatary program which
meets the minimum standards of Public Law 96-265¢ the Soctal
Security Disability Amendments of 1980

it is contemplated that such rules should address the
followings:

{a) prohibited policy provisions including the kinds
of coverage that may be excluded from coverage in a medicare
supplemental policy;

(b) wminimum standards for medicare supplement policy
provisions and minimum benefit standards;

(c} seguired disclosure provisions such as provisions
regarding renewals continuations and nonrenewals definition
and explanation of termssy pre-existing condition
limitationss "free-look™ provisions and forms for a buyer’s
guide and an outline of policy coverage: and

(d) replacement requirementss including a form for
notice to an applicant regarding replacement of disability

insurances
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First adopted by the Public Health Committee on the 9th
day of Februarys 1981

IT IS THE INTENT OF THE LEGISLATURE IN ENACTING _SENATE

BILL 241 TGO _ENABLE THE INSURANCE COMMISSIONER 1D [MPLEMENTY A

PROGRAM _FUR CONTROL OF MEDICARE SUPPLEMENTAL POLICIES WHICH

WILL ENABLE MONTANA _TO__BE EXEMPTED FROM__THE VOLUNTARY

CERTIFICATION PRDGRAM__FOR__SUEH POLICIES ESTABLISHED BY

PUBLIC LAW 96-265e¢ IT IS ALSO THE INTENT OF THE__LEGISLATURE

THAT POLICIES SUPPLEMENTING MEDICARE BE _AVAILABLE TO_AS

BRDAD_A_SEGMENY OF SENIOR CITYIZENS AS  POSSIBLE. 10 _THAT

ENDy _SENATE BILL 241 SHOUWD NOT_ BE_ CONSTRUED SO0 AS TO

PROHIBIT THE_ SALE OF MEDICARE SUPPLEMENTAL_ POLICIES WITH

BENEFIT LEVELS LESS_ _THAM THOSE ESTABLISHED BY PUBLIC _LAW

96265+ IF THE_INSURANCE COMMISSIONER FINDS THAT SUCH _SALES

WOULD NOT _PREVENT MONTANA FROM OBTAINING THE AFOQREMENTIONED
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SENATE BILL NO. 241
INTRODUCED By HAZELBAKER

BY REQUESY OF THE DEPARTMENT OF INSURANCE

A BILL FOR AN ACT ENTITLED: ™AN ACT ESTABLISHING MINIMUM
STANDARDS FOR MEDICARE SUPPLEMENT INSURANCE; REQUIRING THE
COMMISSIONER OF INSURANCE TO ADOPT RULES ESTABLISHING POLICY
PROVISION REQUIREMENTSy MINIMUM BENEFIT STANDARDSe LOSS
RATIO STANDARDS 4+ AND DISCLOSURE STANDARDS FOR SUCH POLICIES;
AND GIVING THE COMMISSIONER OF INSURANCE AUTHORITY 7O ADOPY
RULES ESTABLISHING AN INFORMATIONAL BROCHURE FOR SUCH
POLTCIES AND AUTHORITY TO ADDPT RULES ESTABLISHING CAPTIONS
OR NOTICE REQUIREMENTS FOR CERTAIN NONMEDICARE SUPPLEMENT
POLICIES TDENTIFYING THEM AS SUCHi AND .PRUVIDING AN

IMMEDTATE EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section ls« Short title. [This act}) may be cited as the
“Medicare Supplement Insurance Minimum Standards Act™.
Section 2. Purpose. The purpose of {this act}] is to
establish miniaum standards for madicare supplement
insurance policies and to establish a regulatary program
thaot meets the requirements of Public Law 96~265, the Social
Security Disability Amendments of 1980y approved June 9y

1980.
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Section 3. Definitions. As used in [this actle the
follawing definitions apply:

{1y "Applicant™ means:

{a} in the case of an individual medicare supplement
policy or subhscriber contracts the person who seeks to
contract for insurance benefits; and

{b) in the case of a group medicare supplement policy
or subscriber contracts the proposed certificate holder.

{2) "Certificate® means a certificate issued wvunder a
group medicare supplement policy that has been delivered or
issuved for delivery in this statee

{3} “Medicare® means Mealth Insurance for the Aged.
Title XYIII of the Social Security Amendments of 1945, as
then constituted or later amended.

{4) ™Medicare supplement policy™®™ means 3 group or
individual * policy of disability insurance or a subscriber
contract of a health service corporation that i1s advertiseds
marketedy or designed primarily as ) supplement to
reimbursements under medicare for the hospitals medicale or
surgical expenses of persons eligible for medicare by reason
of age. The term does not include:

{a} a policy or contract of one or more employers or
lanor organiZations or of the trustees of a fund established
by one or more employers or Jabor organizationss or

combination thereofs for employees or former employeess or

—z- 5B 241

REFERENCE BILL



10
1
12
13
14
15
16
17
18
19
20
21
22
23
24

25

SB 0241702

combination thereofs or for members or former membersy or
combination thereof, of the labor organizations; or

{b) a policy or contract of any professionals trades
or occupational ' association for its members or former ofr
retired memberss or combination thereofs if the association:

¢iy is composed of individuals all of whom are
actively engaged in the same professions trades or
occupation;

{ii}) bas been maintained in good faith for purposes
other than abtaining insurance; and

fi1ii} has been in existence for at least 2 years prior
to the date of its initial offering of the policy or plan to
its members:

{c) individual policies or contracts issued pursuant
te a conversion privilege under a policy or contract of
group or individual insurance when the group or individual
policy or contract includes provisions that are inconsistent
with the requirements of [this act) or policies issued to
employees or members as additions to franchise plans in
existence on [the effective date of this act]e

Section #« 5Standards for policy provisions -- ruless.
{l1) The commissioner shall adopt reasonable rules to
establish specific Standards for policy provisions of
medicare supplement policiess. The standards are in addition

to and in accordance with applicable laws of this states

~3- SB 241

10
11
12
13
14
15
6
17
18
19
20
21
22
23
24

25

SB 024is02

including the provisions of Title 33+ chapter 22y and may
cover but are not limited to:

{a) rerms of renewability;

{b} initial and subsequent conditions of eligibility;

{c} nonduplication of coveragei

{d) proﬁatlonary periods;

{e} benefit limitationse exceptionses and reductions;

{f) elimination periods;

{g) requirements for replacement;

{h) recurrent conditions; and

{i) definitions of terms.

{2) The comsissioner may adopt reasonable rules that
prohibit policy provisions not otherwise specifically
authorized by statute thate in the opinion of the
commissioners are unjusts unfaires or unfairly discriminatory
to any person insured or proposed for coverage under a
medicare supplement policy.

(3) Notwithstanding any other provisions of the laws a
medicare supplement policy may not deny a claim for losses
incurrad more than &6 aonths from the effective date of
caverage For a3 preexisting condition. The policy may not
define a preexisting condition wmore restrictively than a
condition For which medical advice was given or treatment
was recommended by or received from 3 physician within 6

months before the effective date of cowverage.
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Section 5. Minimum standards for benefits ~— rulese
The commissioner shall issue reasonable rules to estabdlish
minimum standards for benefits for medicare suppleasent
policies.

Section 6« LOSS ratio standards. Medicare supplement
policies are expected to return to poljcyholders benefits
that are reasonable in relation to the premium charged. The
commissionar shall adopt reasonable rules to establish
minimum standards for loss ratios of wmedicare supplement
policies on the basis of incurred claims experience and
earned premjums for the entire period for which rates are
computed to provide coverage and in accordance with accepted
actuarial  principles and practices. For purposes of rules
adopted pursuant to this sectiony medicare supplemsent
policies issued as a result of solicitations of individuals
through the mail or mass media advertisings including both
print and brecadcast advertising» shallt be treated oas
individual policies.

Section 7. Disclosure standards - informational
brochure -- ruless. (1) In order to provide for full ana Ffair
disclosure in the sale of medicare supplement policiesy a
medicare supplement policy may not be delivered or issued
for delivery in this state and a certificate may not be
delivered pursuant to a group medicare supplement policy

delivered or issued Ffor delivery in this state unless an
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outline of coverage is delivered to the applicant at the
time application is made.

t2) (a) The commissioner shall prescribe the format
and content cof the outline of <coverage required Dy
subsection (1).

{b) For purposes of this sections "“format™ means
styles arrangementss and overall appearances including such
items as the sizes colors and prominence of type and the
arrangement of text and captions.

{c) The outline of coverage must include:

{fi} a description of the principal benefits and
coverage provided in the policy;

{(ii} @ statement of the exceptionss:s reductionss and
limitations contained in the policy;

(iii) @ statement of the renewal provisions including
any reservation by the insurer of a right to change
premiums;

{iv) a statement that the outline of coverage is a
summary of the policy issued or applied for and that the
policy should be consultad to dater mine gover ning
contractual provisions.

(3) The commissioner may prescribe by rule a standard
form and the contents of an informational brochure for
persons eligible for medicare by reason of ages which is

intended to improve the buyer®s ability to select the most
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appropriate coverage and improve the buyer®s understanding
of medicare. Except in the case of direct response
insurance policiess the commissioner may require by rule
that the information brochure be provided to any prospective
insureds eligible for medicare at the same time the outline
of coverage is deliverede With respect to direct response
insurance policiess the commissioner may require by rule
that the prescribed brochure be provided upon requests but
not Yater than the time of policy deliverys to any
prospective insureds eligible for medicare by reason of agees

{#) The commissioner may adopt reasonable rules for
captions or notice requirementsy determined to be in the
public interest and designed to inform prospective insureds
that particular insurance <coverages are not medicare
supplement coveragess for all accident and sickness
insurance policies sold to persons eligible for medicare by
reason af ages other than:

{a) wedicare supplement policies:

{b) disability income policiesi

"{c) bpasicsy catastrophicy or major medical  expense

palicies;

{d) " single premiums nonrenewable policies; or

{e} other poticies defined in [subsection ({4) of
section 3.

(%) The commissioner wmay Ffurther adopt reasonable
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rules to govern the full and fair disclosure of the
information in connection with the replacement of accident
and sickness palicieses subscriber contractsy or certificates
by persons eligible for medicare by reason of agee.

Section 8. Motice of free examination. (1) Medicare
supplement policies or certificatess other than those issued
pursuant to direct respanse solicitations must have a notice
prominently printed on the first page of the policy or
attached thereto stating in substance that the applicant has
the right to return the policy or certificate within 10 days
of its delivery and to have the premium refunded if, after
examination of the policy or certificatey the applicant is
not satisfied for any reason.

{2) Medicare supplement palicies or certificates
issued pursuant to a direct response solicitation to persons
eligible for wmedicare by reason of age must have a notice
prominently printed on the first page or attached thereto
stating in substance that the applicant has the right to
return the policy or certificate within 30 days of its
delivery and to have the premium refunded ify after
axaminationy the applicant is not satisfied for any reason.

Section 9. Administrative procedures. Rules adopted
pursuant to {this act} are subject to the provisions of
33-1-313 and Title 2, chapter 4.

Section 10. Codification instructions This act is

-8- $B 241
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intended to be codified as a new part in Title 33, chapter
2Z+ and the provisions of Vitle 33, apply to this acte.

Section ll. Severabilitye If a part of this act is
invalids all valid parcs that are severable from the invalid
part remain in effects [If a3 part of this act is invalid in
one or more of jts applicationss the part remains in effect
tn all wvalid applications that are severable from the
invalid applicationse.

Section 12s Effective dates This act is effective on
passage and approval.

-End—
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Respectfully report as follows: That.......... the Statement of Intent, SENATE Bill No....241

..............................................................

be amended in the third reading copy as follows: HOUST:

: BUSINESS AND INDUSTRY

1. Statement of Intent page 3, line 3.

Following: line 3

Insert: "It is the intent of the Iegislature in enacting Senate Bill 241
to0 enable the Insurance Camuissioner to implement a program for control
of Medicare supplemental policies which will enable Montana to be
exampted from the voluntary certification program for such policies
established by Public Law 96-265. It is also the intent of the Legislature
that policies supplementing Medicare be available to as broad a segment of
senior citizens as possible. To that end, Senate Bill 241 should not be
construed so as to prohibit the sale of Medicare supplemental policies
with benefit levels less than those established by Public Law 96-265, if
the Insurance Camnissioner finds that such sales would not prevent
Montana fram cbtaining the aforementioned exemption.

XXKFKEX  BE OONCURRED IN AS AMENDED




