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A@zé BILL No. I
INTRODUCED BY %_BA.HD{& m[/,éc /
A BILL FOR AN ACT ENTITLED: “"AN ACT REVISING MEDICARE

SUPPLEMENT INSURANCE MINIMUM STANDARDS TO COMPLY WITH THE
FEDERAL MEDICARE CATASTROPHIC COVERAGE ACT OF 1988, P.L.
100-360; PROVIDING A PENALTY FOR VIOLATION OF MEDICARE
SUPPLEMENT INSURANCE MINIMUM STANDARDS; APPROPRIATING MONEY
TO THE STATE AUDITOR TO MONITOR COMPLIANCE; AMENDING
SECTIONS 33-16-103 AND 33-22-903 THROQUGH 33-22-9208, MCA; AND
PROVIDING AN IMMEDIFATE EFFECTIVE DATE FOR THE EXTENSION OF

RULEMAKING AUTHORITY."

STATEMENT OF INTENT

A statement of intent is required for this bill because
it authorizes the state commissioner of insurance to make
and amend reasonable rules relating to specific standards
that medicare supplement insurance policies or certificates
must meet, minimum standards for benefits and claims
payment, minimum standards for loss ratios, and the timing
and manner of premium adjustments. The 1legislature intends
that the rules ‘that the commissioner adopts to implement
this bill be designed to allow the commissioner to comply
with the federal standards established by the Medicare

Catastrophic Coverage Act of 1988, P.L. 100-360.
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 33-16-103, MCA, is amended to read:
»33-16-103. Application. This chapter applies to all

insurers and all kinds of insurance, except that nothing

contained in this chapter shatl-apply applies to:
{1) 1life insurance;

(2) disability insurance, except medicare supplement

insurance subject to the provisions of chapter 22, part 9;

{3) reinsurance, except joint reinsurance as provided
in 33-16-307;

(4) insurance against loss of or damage to aircraft,
their hulls, accessories, and equipment. ar against
liability, other than workers' compensation and employers'
liability, arising out of the ownership, maintenance, or use
of aircraft;

{5) insurance of wvessels or craft, thelr cargoes,
marine builders' risks, marine protection and indemnity, or
other risks commonly insured under marine, as distinguished
from inland marine, insurance policies.”

Section 2. Section 33-22-903, MCA, is amended to read:

n33-22-903., Definitions. As used in this part, the
Following definitions apply:

{1} “Applicant" means:

{a) in the case of an individual medicare supplement

—2- INTRODUCED BILL
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policy or subscriber contract, the person who seeks to
contract for insurance benefits; and

{b) in the case 0of a group medicare supplement policy
or subscriber contract, the proposed certificate holder.

(2) "Certificate" means a certificate delivered or

issued for delivery in this state under a group medicare

supplement policy that--has--been--delivered-or-iasuved-for

dettvery-itn-this-—state or subscriber contract.

{3) "Health care expenses":

ia) means expenses of a health

mainktenance

organization associated with the delivery of health care

services that are analogous to incurred losses of an

1nsurer;

{bY does not include home office and cverhead costs,

advertising costs, commissions and other acquisition costs,

taxes, capital costs, administrative costs, or claims

processing costs.

(4) "Entity" means an insurer as defined in 33-1-201,

a_health service corporation as defined in 33-30-101, and a

health maintenance organization as defined in 33-31-102,

t33(5) "Medicare" means Health Insurance for the Aged,
Title XVIIT of the Social Security Amendments of 1965, as
then constitured or later amended.

t4¥(6) "Medicare supplement policy” means a group or

individual policy of disability insurance or a subscriber

-3-
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contract of a health service corporation that is advertised,
marketed, ar designed primarily as a supplement to
reimbursements under medicare for the hospital, medical, 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
labor organizations or of the trustees of a fund established
by one or more employers or labor organizations, or
combination thereof, for employees or former employees, or
combination thereof, or for members or former members, or
combination thereof, of the labcr organizations; or

{b) a policy or contract of any professional, trade,
or occurpational association for its members or former or

retired members. or combination thereof, if the association:

{i} is composed of individuals all of whom are
actively engaged in the same profession, trade., or
occupation;

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

(ii1) bhas 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 under a policy or contract of

group or individual insurance when the group or individual

-4~
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policy or contract includes provisions that are inconsistent
with the requirements of this part or policies issued to
employees or members as additions to franchise plans in

existence on April 8, 1981."
Section 3. section 33-22-904, MCA, is amended to read:
"33-22-904. Standards for policy provisions -- rules.

(1) A medicare supplement insurance policy, contract, or

certificate in force in this state may not contain benefits

that duplicate benefits provided by medicare.

t2¥{2) The commissioner shall adopt reasonable rules
to establish specific standards for policy provisions of

medicare supplement policies and certificates. The standards

are in addition to and in accordance with applicable laws of
this state, 1including the provisions of Title 331, chapter
22, and may cover but are not limited to:

(a) terms af renewability;

(b} initial and subsequent conditions of eligibility;

{c) nonduplication of coverage;

{d) probaticnary periods;

{(e) benefit limitations, exceptions, and reductions:

(f) elimination periods;

(gf requirements for replacement;

{th) recurrent conditions; and

(i} definitions of terms.

t2¥{3) The commi:nioner may adopt reasonable rules
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that prohibit policy provisions not otherwise specifically
authorized by statute that, in the opinlon of the
commissioner, are unjust, unfair, or unfairly discriminatory
to any person insured or proposed for coverage under a
medicare supplement policy.

£3¥(4) Notwithstanding any other provisions of the
law, a medicare supplement policy may not deny a claim for
losses incurced 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 a
condition 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.”

Section 4. section 33-22-905, MCA, is amended to read:

"33-22--905. Minimum standards for benefits and payment
of claims -~ rules. The commissicner shall tsswe adopt
reasonable rules to establish minimum standards for benefits

and payment of claims for medicare supplement poclicies.”

Section 5. Section 33-22-906, MCA, is amended to read:
*33-22-906. Lass ratio standards and filing

regquirements -- limits on compensation. (1) Every entity

providing group medicare supplement insurance benefits to a

resident of this state shall file a copy of the master

policy and each certificate used in this state with the

commissioner as reqguired by 33-1-501. The filing must be

_6-
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made not less than 60 days in advance of the delivery of any

certificate or policy to a resident of this state.

{2) Medicare supplement policies are expected to
return to policyholders benefits that are reasconable in
relation to the premium charged. The commissioner shall
adopt reascnable rules to establish minimum standards for
loss ratios of medicare supplement policies on the basis of

incurred claims experience or incurred health care expenses,

where coverage is provided by a health wmaintenance

organization on a service rather than reimbursement basis,

and earned premiums for the entire period for which rates
are computed to provide coverage and in accordance with
accepted actuarial principles and practices. For purposes ofF
rules adopted pursuant to this section, medicare supplement
policies issued as a result of solicitations of individuals
through the mail or mass media advertising, including both
print and broadcast advertising, shall be treated as

individual policies. Every entity providing medicare

supplement insurance benefits to a resident of this state

shall make premium adjustments:

{a) necessary to produce an expected igss ratio under

the policy or contract that meets the minimum loss ratio

standards for medicare supplement policies as_established by

rule; and

(b) expected to result in_a loss ratio at least as
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great as that originally anticipated by the entity when it

established current premiums for the medicare supplement

insurance policy or contract.

(3) The commissioner shall by rule establish the

timing and manner of the premium adjustments. Every entity

providing medicare supplement policies or certificates in

this state shall annually file with the commissioner its

rates, rating schedule, and _ supporting documentation

demonstrating that it is in compliance with the applicable

loss ratio standards of this part. An entity transacting

medicare supplement insurance in this starve may not adjust

its rates more than once a year and may not adjust its rates

for the Eirst year a policy is in force, excgept to allow for

changes in federal laws or regulations relating to medicare.

Each filing of rates and rating schedules must demonstrate

that the actual and expected losses in relation to premiums

complies with the requirements of this part.

(4) &n entity may not provide compensation to its

agents or solicitors that is greater than the renewal

compensation that would be paid on an existing policy if:

(a) the existing policy were replaced by ancther

policy with the same insurer and the new policy benefits are

substantially similar to the benefits under the old policy;

and

{b) the old policy was issued by the same insurer or

_B-
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insurance group.”

Section 6. sSection 33-22-907, MCA, is amended to read:

"33-22-907. Disclosure standards —-- informational
brochure -- rules. (1) In order to provide for full and fair
disclosure in the sale of medicare supplement policies, 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 suppiement policy
delivered or 1issued for delivery in this state unless an
ocutline of coverage 1is delivered to the applicant at the

time application is made. The ocutline of coverage must be

filed wikth the commissioner as required by 33-1-501. The

fFiling must be made at least 60 days in advance of the date

the outline of coverage is delivered to any resident of this

state.

{2} (a) The commissicner shall prescribe the format
and content of the outline of coverage required by
subsection (1).

{b} For purpcses of this section, "format" means
style, arrangements, and overall appearance, including such
items as the size, color, and prominence ©of type and the
arrangement of text and captions.

{c) The outline of coverage must include:

{iy a description of the principal benefits and

coverage provided in the policy:
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{ii) a statement of the exceptions, reductions, and
limitations contained in the policy;

(iii) 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 1is a
summary of the policy lissued or applied for and that the
policy should be consulted to determine governing
contracraal provisions.

(3) The commissioner may prescribe by rule a standard
form and the contents of an informational brochure for
persons eligible [for medicare Dby reason of age, which is
intended to improve the buyer's ability to select the most
appropriate coverage and improve the buyer's understanding
of medicare. Except in the case of direct response
insurance policies, the commissloner 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 delivered. With respect to direct respoﬁse
insurance policies, the commissioner may reguire by rule
that the prescribed brochure be provided upon request, but
not later than the time of policy delivery, to any
prospective insureds eligible for medicare by reason of age.

{4) The commissioner may adopt reasonable rules for

captions or notice requirements, determined to be in the

-10-



o -

10
i1
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 1085/01

public interest and designed to inform prospective insureds
that particular insurance coverages are not medicare
supplement coverages, for all accident and sickness
insurance policies sold to persons eligible for medicare by
reason of age, other than:

{a) medicare supplement policies;

(b) disability income policies;

(c) basic, catastrophic, or major medical expense

policies;

{d) single premium, nonrenewable policies; or

(e) other policies defined excepted in
33-22-903t43(6).

{5) The commissioner may further adopt reascnable

rules to govern the Ffull and fair disclosure of the
information in connection with the replacement of accident
and sickness policies, subscriber contracts, or certificates
by persons eligible for medicare by reasen of age.

{(6) As soon as practicable, but no later than 30 days

before the annual effective date of a medicare benefit

change, every entity providing medicare supplement insurance

or benefits to a resident of this state shall notify its

policyholders, contract holders, and certificate holders, in

a format that the commissioner prescribes by rule, of the

changes it has made ro the medicare supplement insurance

policy or contract."
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Section 7. Section 33-22-908, MCA, is amended to read:

"33-22-908. WNotice of free examination. ¢t} Medicare
supplement policies or certificatesy-other-than-these-tssued
pursaant-te-direct-response-astiecieationy must have a notice
prominently printed on the first page of the policy or
certificate or attached thereto stating in substance that
the applicant has the right to return the policy or
certificate within 18 30 days of its delivery and to have
the premium refunded if, after examination of the policy or
certificate, the applicant is not satisfied for amy reason.

The insurer shall pay any refund made pursuant to this

seckion directly to the applicant in a timely manner.

+2}--Medicare---supptement-—-pottetes-—or-~certifrcheea
issued-pursuant-to—a-direct-response-astireitatton-to-persens
eligible-for-medicare-by-reason-of-age-must--have--a--asdtice
prominentliy--printed--on—-the-first-page-sr-attached-thereto
stating-in-subseanee-that-the-applicant--has--the--right—-te
return--the--policy-—-or-—eertificate -within--30-days-of—ita
deiivery—-and--te--have - -the--premium--refunded--tf;---after
examinationy-the-applteant-its-not-sacisfied-far-any-reasons"

NEW SECTION. Section B. riling requirements for
advertising. Every entity or representative providing
medicare supplement insurance or benefits in this state
shall provide to the commissioner for his review a copy of

any medicare supplement advertising intended for use in this

-12-
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state, whether through written, radio, or television medium.

NEW SECTION. Section 9. Penalties. In addition to any
other penalties for violations of the insurance code, the
commissioner may after hearing require entities violating
any provision of or rule adopted under Title 33, chapter 16,
or this part to cease marketing a medicare supplement policy
or certificate in this state that is related directly or
indirectly tc the violation or take such action as 1is
necessary to comply with the provisions ot Title 33, chapter
16, or this part or the rules adopted under Title 33,
chapter 16, or this part, or both.

NEW SECTION. Section 10. appropriation. There is
appropriated to the state auditor's office from the
insurance regulatory trust account $25,891.00 for the fiscal
year ending June 30, 1990, and $22,697.00 for the fiscal
year ending June 30, 1991, for cone staff position to review
medicare supplement insurance advertising, assist with
preparation of the Medicare Supplement Insurance Buyer's
Guide, and monitor compliance with applicable federal
regulations,

NEW SECTION. Section 11. Extension of authority. Any
existing authority to make rules on the subject of the
provisions of [this act] is extended to the provisions of

[this act].

NEW SECTION. Section 12. codification instruction.

_13_
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[Sections 8 and 9] are intended to be c¢odified as an
integral part of Title 33, chapter 22, part 9, and the
provisions of Title 33, chapter 22, part 9, apply to
[sections B and 9].

NEW SECTION. Section 13. Saving clause. {This act]
does not affect rights and dutieé that matured, penalties
that were incurred, or proceedings that were begun before
October 1, 1989.

NEW SeEcTIiON. Section 14. severability. If a part of
[this act] is invalid, all valid parts that are severable
from the invalid part remain in effect. If a part of [this
act] is invalid in one or more of its applications, the part
remains in effect inm all wvalid applicaticns that are
severable from the invalid applicaticns.

NEW SECT;ON. Section 15. Applicability. Except as
otherwise specifically provided, [this act] applies to every
medicare supplement policy and membership contract delivered
or issued for delivery in this state after October 1, 1989,
and every certificate delivered or issued for delivery in
this state after October 1, 1989.

NEW SECTION. Section 16, Effective date. [Section 11
and this section] are effective on passage and approval,

-End-
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RE-REFFERED AND
APPROVED BY COMM. ON BUSINESS

AND ECONOMIC DEVELOP MENT
HOUSE BILL NO. 535
INTRODUCED BY J. BROWN, CONNELLY, CQOHEN,

SQUIRES, QUILICI, HARDING

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING MEDICARE
SUPPLEMENT INSURANCE MINIMUM STARDARDS TO COMPLY WITH THE
FEDERAL MEDICARE CATASTROPHIC COVERAGE ACT OF 1988, P.L.
100-360; PROVIDING A PENALTY FOR VIOLATION OF MEDICARE
SUPPLEMENT INSURANCE MINIMUM STANDARDS; APPROPRIATING MONEY
O THE STATE AUDITOR TC MONITOR COMPLIANCE; AMENDING
SECTIONS 33-16-103 AND 33-22-903 THROUGH 33-22-908, MCA:; AND
PROVIDING AN IMMEDIATE EFFECTIVE DATE FOR THE EXTENSION OF
RULEMAKING AUTHORITY."

STATEMENT OF INTENT

A statement of intent is required for this bill because
it authorizes the state commissioner of insurance to make
and amend reasonable rules relating to specific standards
that medicare supplement insurance policies or certificates
must meet, minimum standards for benefits and claims
payment, minimum standards for loss ratios, and the timing
and manner of premium adjustments. The legislature intends
that the rules that the commissioner adopts to implement
this bill be designed to allow the commissioner to comply

with the federal standards established by the Medicare
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Catastrophic Coverage Act of 1988, P.L. 100-360.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 33-16-103, MCA, is amended to read:
*33-16-103. Application. This chapter applies to all

insurers and all kinds of insurance, except that nothing

contained in this chapter shall-apply applies to:
(1} 1life insurance;

(2) disability insurance, except medicare supplement

insurance subject to the provisions of chapter 22, part 9;

(3) reinsurance, except joint reinsurance as provided
in 33-16-307;

(4) insurance against loss of or damage to aircraft,
their hulls, accessories, and eguipment, or against
liability, other than workers' compensation and employers'
liability, arising out of the ownership, maintenance, or use
of aircraft;

{5} insurance of vessels or craft, their cargoes,
marine builders' risks, marine protection and indemnity, or
other risks commonly insured under marine, as distinguished

from inland marine, insurance policies."
Section 2. Section 33-22-903, MCA, is amended to read:
"33-22-903. Definitions. As used in this part, the
kY

following definitions apply:

{1) “Applicant" means:

-2- HB 535
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{a) 1in the case of an individual medicare supplement
policy or subscriber contract, the person who seeks to
contract Eor insurance benefits; and

(b} in the case of a group medicare supplement pclicy

or subscriber contract, the proposed certificate holder,

(2) "Certificate” means a certificate delivered or

issued for delivery in this state under a group medicare

supplement policy that--has--been--delivered-sr-issped-for

detivery-in-this-state or subscriber contract.

{3) "Health care expenses":

[a) means expenses of a health maintenance

organization associated with the delivery of health care

services that are analogous to incurred 1losses of an

insurer;

[b} does not include home office and overhead costs,

advertising costs, commissions and other acguisition costs,

taxes, capital costs, adminigtrative costs, or claims

processing costs.

(4) "Entity" means an insurer as defined in  33-1-201,

a4 health service corporation as defined in 33-30-101, and a

health maintenance organization as defined in 33-31-102.

€31(5) "Medicare®" means Health Insurance for the Aged,

Title XVIII of the Sccial Security Amendments of 1965%, as

then constituted or later amended.

t43(6) "Medicare supplement policy" means a group or

-3 HB 535
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individual policy of disability insurance or a subscriber
contract of a health service corporation that is advertised,
marcketed, ar designed primarily as a supplement +to
reimbursements under medicare for the hospital, medical, or
surgical expenses of persons eligible for medicare by reason
of age. The term does not include:

fa) a policy or contract of one or more employers or
labor organizations or of the trustees of a fund established
by one or more employers or labor organizations, ot
combination therecf, for employees or former employees, or
combination thereof, or for members or former members, or
combination thereof, of the labor organizations; or

(b) a policy or contract of any professional, trade,
or occupational association for its members or former or
retired members, or combination thereof, if the association:

(1) is composed of individuals all of whom are
actively engaged in the same profession, trade, or
occupation;

{ii} has been maintained in gaod faith for purposes
other than obtaining insurance; and

(1ii) 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 under a policy or contract of

-4- HB 535
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group or individual insurance when the group or individual
policy or contract includes provisions that are inconsistent
with the requirements of this part or policies issued to
employees or members as additions to franchise plans in
existence on April 8, 1981."
Section 3. Section 33-22-904, MCA, is amended to read:
"33-22-904. Standards for policy provisions -- rules.

{1) A medicare supplement insurance policy, contract, or

certificate in force in this state may not contain benefits

that duplicate benefits provided by medicare.

t1¥{2) The commissioner shall adopt reasonable rules
toc establish specifiec standards for policy provisions of

medicare supplement policies and certificates. The standards

are in addition to and in accordance with applicable laws of
this state, including the provisions of Title 13, chapter
22, and may cover but are not limited to:

(a) terms of renewability;

{b) initial and subsequent conditions of eligibility;

{c) nonduplication of coverage;

{d} probationary periods;

(e} benefit limitations, exceptions, and reductions;

(E) elimination periods;

{(g) requirements for replacement;

{h) recurrent conditions; and

{i} definitions of terms.
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+2¥{3) The commissioner may adopt reasonable rules
that prohibit policy provisions not otherwise specifically
authorized by statute that, 1in the opinion af the
commissioner, are unjust, unfair, or unfairly discriminatory
to any person insured or proposed for coverage under a
medicare supplement policy.

£3%(4) Notwithstanding any other provisions of the
law, a 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 policy may not
define a preexisting condition more restrictively than a
condition 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."

Section 4. Section 33-22-905, MCA, is amended to read:

"33-22-905. Minimum standards for benefits and payment
of claims -—- rules. The commissioner shall tasne adopt
reascnable rules to establish minimum standards for benefits

and payment of claims for medicare supplement policies.”

Section 5. Section 313-22-906, MCA, is amended to read:

"33-22-906. Loss ratio standards and filing
requirements -- limits on compensation. (1) Every entity

providing group medicare supplement insurance benefits to a

resident of this state shall file a copy of the master

policy and each certificate used in this state with the

-6- HB 5135
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commissioner as required by 33-1-501. The filing must be

made not less than 60 days in advance of the delivery of any

cectificate or policy to a resident of this state.

{2) Medicare supplement policies are expected to
return to policyholders benefits that are reasonable in
relation to the premium charged. The commissioner shall

adopt reasonable rules to establish minimum standards for

loss ratios of medicare supplement policies an the basis of

incurred claims experience or incurred health care expenses,

where coverage is provided by a health maintenance

organization on a service rather than reimbursement basis,

and earned premiums 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 section, medicare supplement
policies issued as a result of solicitations of individuals
through the mail or mass media advertising, including both
print and broadcast advertising, shall be treated as

individual policies. Every entity providing medicare

supplement insurance benefits to a resident of this state

shall make premium adjustments:

(a} necessary to produce an expected loss ratio under

the policy or contract that meets the minimum loss ratio

standards for medicare supplement policies as established by

rule; and
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(b) expected to result in a loss ratio at least as

great as that originally anticipated by the entity when it

established current premiums for the medicare supplement

insurance pelicy or contract.

(3) The commissioner shall by rule establish the

timing and _manner of the premium adjustments. Every entity

providing medicare supplement policies or certificates in

this state shall annually file with the commissioner its

rates, rating schedule, and supporting documentation

demonstrating that it is in compliance with the applicable

loss ratio standards of this part. An entity transacting

medicare supplement ingurance in this state may not adjust

its rates more than enee TWICE 4 vear and may not adjust its

rates for the first year a policy is in Force, except to

allow for changes in federal laws or regqulations relating to

medicare. FEach filing of rates and rating schedules must

demonsktrate that the actual and expected losses_in_relation

to premiums complies with the requirements of this part.

{4} An entity may nout provide compensation to its

agents or solicitors that is greater than the renewal

compensaticn that would be paid on an exigting policy if:

la) the existing policy wero replaced by _another

pelicy with the same insurer and the new policy benefits are

substantially gimilar to the benefit:; under the old policy;

and
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(k) the old policy was_issued by the same insurer or

insurance group."

Section 6. Section 33-22-907, MCA, is amended to read:

*33-22-907. Disclosure standards - informational
brochure -- rules. (1) In order to provide for full and fair
disclosure in the sale cf medicare supplement policies, a
medicare supplement policy may not be delivered or issued
for delivery in this étate and a certificate may not be
delivered pursuant to a group medicare supplement policy
delivered or issued for delivery in this state unless an
cutline of coverage is delivered to the applicant at the

time application is made. The cutline of coverage must be

filed with the commissioner as reguired by 33-1-501. The

£iling must be made at least 60 days in advance of the date

the outline of coverage is delivered to _any resident of this

state.

{2) (a) The commissioner shall prescribe the format
and content of the outline of coverage required by
subsection (1).

(b) For purposes of this section, "“format" means
style, arrangements, and overall appearance, including such
items as the size, color, and prominence of type and the
arrangement of text and captions.

(c) The outline of coverage must include:

{i) a description of the principal benefits and
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coverage provided in the policy:

(ii) a statement of the exceptions, reductions, and
limitations contained in the .policy;

{iii) 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 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 age, which is
intended to improve the buyer's ability to select the most
appropriate coverage and improve the buyer's understanding
of medicare. Except in the case of direct response
insurance policies, 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 delivered. With respect to direct response
insyrance policies, the commissioner may require by rule
that the prescribed brochure be provided upon reguest, but
not later than the time of policy delivery, to any
prospective insureds eligible for medicare by reason of age.

{4) The commissioner may adopt reasonable rules for
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captions or notice requirements, determined to be in the
public interest and designed to inform prospective insureds
that particular insurance c¢overages are not medicare
supplement coverages, for all. accident and sickness
insurance policies sold to persons eligible for medicare by
reason of age, other than:

(a) medicare supplement policies;

(b) disability income policies;

(c) basic, catastrophic,' or major medical expense

policies;

(d) single premium, nonrenewable policies; or

{e) other policies defrned excepted in
33-22-90314¥(6).
(5) The commissiconer may further adopt reasonable

rules t» govern ¢the full and fair disclosure of the
information in connection with the replacement of accident
and sickness peolicies, subscriber contracts, or certificates
by persons eligible for medicare by reason of age.

(6) As soon as practicable, but no later than 30 days

before the annual effective date of a medicare benefit

change, every entity providing medicare supplement insurance

or benefits to a rtesident of this state shall notify its

policyholders, contract hglders, and certificate holders, in

a format that the commissioner prescribes by rule, of the

changes it has made to the medicare supplement insurance
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policy or contract.”

Section 7. Section 33-22-908, MCA, is amended to read:

"33-22-908. Notice of free examination. +t*} Medicare
supplement policies or certificatesy-ether—than-those-issued
pursuant-to—direct—responsewsoiicétutionr must have a notice
prominently printed on the first page of the policy, or
certificate or attached thereto stating in substance that
the applicant has the right to return the policy or
certificate within ¥8 30 days of its delivery and to have
the premium refunded if, after examination of the policy or
certificate, the applicant is not satisfied for any reason.

The insurer shall pay any refund made pursuant o this

section directly to the applicant in a timely manner.

f21—-Medicare——suppiemcne-—policies——-orf——ce:tificates
issued-pursnant-to-a—direct—response—soiicitation~tc—per:ons
e}igibie——far——medicarew—by—teasen—affnge—mu:t—have—u"notice
prcminentty—printed~cn“the—firstvpage—for‘-attached——bhereto
stuting--in——substancel—that—-theﬁapp}icant-has*the—right-to
returnfthe-poiicy*or——certificcteAvwithin——ae-—days~~ef~~éts
de}{very~f—and-—to—vhave——the——premiumf~rc£unded--if7~—aftef
examinatioar—the—appiicunt—i:-notfsatisficd—fcr-any—reusonv"

NEW SECTION. Section 8. Filing requirements for
advertising. Every entity er--representative providing
medicare supplement insurance or benefits in this state

shall provide to the commissioner for his review a copy of
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any medicare supplement advertising intended for use in this
state, whether through written, radio, or television medium.

NEW sécnon. Section 9. Penalties. In addition to any
other penalties for wviclations of the insurance code, the
commissioner may after hearing require entities violating
any provision of or rule adopted under Title 33, chapter 1§,
or this part to cease marketing a medicare supplement policy
or certificate in this state that is related directly or
indirectly to the wviolaticn or take such action as is
neceésary to comply with the provisions of Title 33, chapter
16, or this part or the rules adopted under Title 33,
chapter 16, or this part, or both.

NEW SECTION. Section 10. aAppropriation. There is
appropriated to the state auditor's office from the
insurance regqulatory trust account $25,891.00 for the fiscal
year ending June 30, 1990, and $22,697.00 for the fiscal
year ending June 30, 1991, for one staff position to review
medicare supplement insurance advertising, assist with
preparation of the Medicare Supplement Insurance Buyer's
Guide, and monitor compliance with applicable federal
regulations.

NEW SECTION. Section 11. Extension of authority. Aany
existing authority to make rules on the subject of the
provisions of [this act] is extended to the provisions of

{this act].
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NEW SECTION. Section 12. ccdification instruction.
[Sections 8 and 9]} are Iintended to be codified as an
integral part of Title 33, chapter 22, part 9, and the
provisions of Title 33, chapter 22, part 9, apply to
[sections 8 and 9].

NEW SECTION. Section 13. saving clause. [This act]
does not affect rights and duties that matured, penalties
that were incurred, or proceedings that were begun before
October 1, 1989,

NEW SECTION. Section 14. severability. If a part of
fthis act] is invalid, all valid parts that are severable
from the invalid part remain in effect. If a part of [this
act] is invalid in one or more of its applications, the part
remains in effect in all wvalid applications that are
severable from the invalid applications.

NEW SECTION. Section 15. applicability. Except  as
otherwise specifically provided, [this act] applies to every
medicare supplement policy and membership contract delivered
or issued for delivery in this state after October 1, 1989,
and every certificate delivered or issued for delivery in
this state after October 1, 1985.

NEW SECTION. Section 16. Effective date, [Section 11
and this section] are effective on passage and approval,

-Bnd-
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RE-REFFERED AND

APPROVED BY COMMITTEE

ON APPROPRIATIONS

HOUSE BILL NO. 515
INTRODUCED BY J., BROWN, CONNELLY, COHEN,

SQUIRES, QUILICI, HARDING

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING MEDICARE
SUPPLEMENT INSURANCE MINIMUM STANDARDS TO COMPLY WITH THE
FEDERAL MEDICARE CATASTROPHIC COVERAGE ACT OF 1988, P.L.
100-360; PROVIDING A PENALTY FOR VIOLATION OF MEDICARE
SUPPLEMENT INSURANCE MINIMUM STANDARDS; APPROPRIATING MONEY
TO THE STATE AUDITOR TO MONITOR COMPLIANCE; AMENDING
SECTIONS 33-16-103 AND 33-22-903 THROUGH 33-22-908, MCA; AND
PROVIDING AN IMMEDIATE EFFECTIVE DATE FOR THE EXTENSION OF

RULEMAKING AUTHORITY."

STATEMENT OF INTENT

A statement of intent is required for this bill because
it authorizes the state commissioner of insurance to make
and amend reasonable rules relating to specific standards
that medicare supplement iLnsurance policies or certificates
must meet, minimum standards for benefits anpd claims
payment, minimum standards for loss ratios, and the timing
and manner of premium adjustments. The legislature intends
that the rules that the commissioner adopts to implement
this bill be designed to allow the commissioner to comply

with the federal standards established by the Medicare
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Catastrophic Coverage Act of 1988, P.L. 100-360.

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Ssection 33-16-103, MCA, is amended to read:
*331-16-1031. Application. This chapter applies to all

insurers and all kinds of insurance, except that nothing

contained in this chapter shaii-appiy applies to:
(1Y 1life insurance:

(2) disability insurance, except medicare supplement

insurance subject to the provisions of chapter 22, part 9;

{3) reinsurance, except joint reinsurance as provided
in 33-16-307;

(4) insurance against luss of or damage to aircraft,
their hulls, accessories, and equipment, or against
liability, other than workers' compensation and employers'
liability, arising out ot the ownership., maintenance, or use
of aircraft;

{5) insurance of vessels or craft, their cargoes,
marine builders’ risks, marine protection and indemnity, or
other risks commonly insured under marine, as distinguished
from inland marine, insurance policies.”

Section 2. section 33-22-903, MCA, is amended to read:

*33-22-903. Definitions. As used in this part, the
following definitions apply:

(1) ™"Applicant" means:

- HB 535
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{a) in the case af an individuval wmedicare supplement
policy o©r subscriber contract, the person who seeks to
contract for Lnsurance benefits; and

{b} in the case of a group medicare supplement policy
or subscriber contract, the proposed certificate holder.

{2} "Certificate” means a certificate delivered or

issued for delivery in this state under a group medicare

supplement policy that--has——been--deiivered-or-rasned-for

derivery-in—this-state or subscriber contract.

{3) "Health care expenses":

{a) means expenses of a health maintenance

organization associated with the delivery of health care

services that are analogous to incurred losses of an

insurer;

{b) does nat include home office and overhead costs,

advertising costs, commissions and other acguisition costs,

taxes, capital costs, administrative costs, or claims

processing costs.

{4) "Entity" means an insurer as defined in 33-1-201,

a health service corporation as defined in 33-30-101, and a

health maintenance organization as defined in 33-31-102.

t33(5) "Medicare"™ means Health Insurance for the Aged,
Title XVIII of the Social Security Amendments of 1965, as

then constituted or later amended. B

t43(6) “"Medicare supplement policy” means a group aor
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individual policy of disability insurance o1 a subscriber
contract of 4 health service curputation thal is advertised,
marketed, or designed primarily as a Supplemeat to
reimbursements under medicare tor the hospital, medical, or

surgical expenses of persons eligible tor medicare by reason
of age. The term does not include:
{a) a policy or contract of one or more employe(s or

labor organizations or of the trustees of a fund established

by cne or more employers or labor organizatiaons, or
combination thereof, for empluyees or ftormer empioyees, or
combination therecf, or for members or former members, or

combination thereof, of the labor organizations; ot
(b} a policy or contract ot any professional, trade,
or occupational association for 1ts menmbers or former or

retired members, or combination thereof, it the association:

(1) is composed o©fF individuals all of whom are
actively engaged in the same profession, trade, or
occupation;

{ii}) has been maintained in good falth for purposes
other than obtalning lnsurance; and

(iii) has been in existence tor at least 2 years prior
to the date of its initial offering of the pulicy o plan to
its members;

{c) individual policies or contiacts issued pursuant

to a conversion privilege under 4 policy or contract of

—q- HB 535
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group or individual insurance when the group or individual
pelicy or contract includes provisions that are incomsistent
with the requirements of this part or policies issued to
employees or members as additions to Eranchise plans in
existence on April 8, 1981."
Section 3. sSection 33-22-904, MCA, is amended to read:
~33-22-904. Standards for policy provisions -- rules.

(1) A medicare supplement insurance policy, coatract, or

cerctificate in force in this state may not contain benefits

that duplicate benefits provided by medicare.

tt¥{2) The commissioner shall adopt reasonable rules
to establish specific standards for policy provisions of

medicare supplement policies and certificates. The standards

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

(a) terms of renewability;

(b} 1initial and subsequent conditions of eligibility;

{(c} nonduplication of coverage;

{d) probationary periods;

{e) benefit limitations, exceptions, and reductions;

(E) elimination periods;

{9} reguirements for replacement;

(h) recurrent conditions; and

{i) definitions of terms.
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t2¥(3) The commissioner way Jadopt [easonable rules
that prohibit policy provisions ool otherwise specitically
authorized by statute that, in the vpluion of the
commissioner, are unjust, untair, or unfairly discriminatory
to any person insured or propesed for coverage under a
medicare supplement policy.

t33(4) ©Notwithstanding any other provisions of the
law, a medicare supplement policy may not deny a claim for
losses incurred more than & munths from cthe effective date
of coverage for a4 preexisting condition. The pulicy may not
define a preexisting condition more restrictively than a
condition for which medical advice was given or treatment
was recommended by or received trom a physician within 6

months before the effective date of coverage.”
Section 4. section 33-22-905, MCA, is amended to read:
®33-22-905. Minimum standards for benefits and payment
of

ciaims -~ rules. The commissioner shall tssne adopt

reasonable rules to establish minimum standacds for benefits

and payment of claims for medicare supplement policies.”
Section 5. section 33-22-906, MCA, is amended to read:
“33-22-906. Loss ratio standards and __ filing

requirements -~ limits on cowpensation. (1) Every entity

providing group medicare supplement insucance benefits to a

resident of this state shall file a copy of the master

policy and each certificate used in _this _state with_ the
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commissioner asg  required by 33-1-501. The filing must be

made not less than 60 _days 1n advance of the delivery of any

certificate or policy to a resident of this state.

{2) Medicare supplement policies are expected to
return to policyholders benefits that are reasonable in
relation to the premium charged. The commissioner shall
adopt reasonable rules to establish minimum standards for
loss ratios of medicare supplement policies on the basis of

incurred claims experience or incurred health care expenses,

where coverage is provided by a health maintenance

organization on a service rather than reimbursement basis,

and earned premiums for the entire period for which rates
are computed to provide coverage and in accordance with
accepted actuarial principles and practices. For purposes aof
rules adopted pursuant to this section, medicare supplement
policies issued as a result of solicitations of individuals
thcough the mail or mass media advertising, including both
print and broadcast advertising, shall be treated as

individual policies. Every entity providing medicare

supplement insurance benefits tc a resident of this state

shall make premium adjustments:

{a) necessary to praduce an expected 1loss ratio under

the policy or contrack that meets the minimum loss ratio

standards for medicare supplement policies as established by

rule; and
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{b) expected to result in a4 luss retio at least as

great as that originally anticipated by the entity when it

established current premiums fut the medicate supplement

insurance policy or contract.

(3} The commissioner shall by rule establish the

timing and manner of the premium adjustments. Every entity

providing medicare supplement policies or certificates in

this state shall annually tile with the commissioner its
rates, rating schedule, and supperting documentation
demonstrating that 1t is in wompiiance with the applicable
loss ratio standards of this part. An  entity transacting

medicare supplement _insurance in this state may not adjust

its rates more than once TWIU h 4 year and may not adjust its

rates for the [irst yedr 4 policy 1s  in  torce, except to

allow for changes in federal laws or regulations relating to

medicare. Each filing of rates and rating schedules must

demonstrate that the actual and expected losses in celation

to premiums complies with the requirements of this part.

(4) An entity may not provide compensation Lo its

agents or _solicitors that is yreater than the renewal

{a) the existing policy were replaced by another

policy with the same insurer and the new policy benefils are

gsubstantially similar to the benefits under the old pulicy;

and
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(b) the old policy was issued by the same insurer or

insurance group."

Section 6. Section 33-22-907, MCA, is amended to read:

»33-22-907. Disclosure standards -- informational
brochure -- rules, (1) In order to provide for full and fair
disclosure in the sale of medicare supplement policies, a
medicare supplement policy may not be delivered or issued
for delivery in this state and a certificate may naot be
delivered pursuant ta a group medicare supplement policy
delivered or 1issued for delivery in this state unless an
outline of coverage is delivered tc the applicant at the

time application is made. The cutline of coverage must be

filed with the commissioner as required by 33-1-50i. The

filing must be made at least 60 days in _advance of the date

the outline of coverage is delivered tu any resident of this

state.

{2} {a) The commissioner shall prescribe the format
and content of the outline of coverage regquired by
subsection {1).

{b) For purposes of this section, "format" means
style, arrangements, and overall appearance, including such
items as the size, color, and prominence of type and the

arrangement of text and captions.
(c) The outline of coverage must include:

(i) a description of the principal benefits and
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coverage pravided in the policy;

(Li) a statement of the oexceptions, reductions, and
limitations contained in the policy;

{ii1) a sctatement ot the renewal provisions including
any reservation by the insure:r of a right to change
premiums;

{iv) a statement that the outline of coverage 1s a
summary of the policy issued or applied for and that the
policy should be consulted to determine governing
contractual pruvisions.

{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 age, which 1is
intended to improve the buyer's ahility to select the most
appropriate coverage and improve the buyer's understanding
of medicare. Except in the case of direct response
insurance policies, 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 delivered. With respecl tto direct response
insurance policies, the comkissioner may require by rule
that the prescribed brochure he provided upon 1egquest, but
not later than the time of policy delivery, to any
prospective insureds eligible fur medicare by reason of age.

(4} The commissioner may adupr reasonable rules for
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captions or notice requirements, determined to be in the
public interest and designed to inform prospective linsureds
that particular insurance coverages are not medicare
supplement ¢overages, for all acclident and sickness
insurance policies sold to persons eligible for medicdre by
reason of age, other than:

(a) medicare supplement policies;

(b} disability income policies;

(¢} basic, catastrophic, or major medical expense
policies;

{d} single premium, nonrenewable policies: or

(&) other policies defined excepted in
33-22-903¢43({6).

(5) The commissioner may further adopt reasonable
rules to govern the Full and fair disclosure of the
information in connection with the replacement of accident
and sickness policies, subscriber contracts, or certificates

by persons eligible for medicare by reasan of age.

{6} As soon as practicable, but no_later than 30 days

before the annual effective date of a medicare benefit

change, every entity providing medicare supplement insurance

or benefits to a resident of this state shall notify its

policyholders, contract holders, and certificate holders, in

a format that the commissioner prescribes by rule, of the

changes it has made to the medicare supplement insurance
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pelicy or contract.”

Section 7. sSection 33-22-%u8, MCA, 15 aweidded to read:

“33-22-908. MNotice of tree examination. tt} Medicare
sgpplement policies or certificates; ~other-chan-those-tssued
pursuant*to—dérECt~re5p5n38Asu{tcitutioni must have a notice
prominently printed on the tirst paye of the policg_gi
certificate or attached thereto stating 1in substance that
the applicant has cthe right to return the policy" or
certificate within 8 30 days of its delivery and to have
the premium refunded if, atter examinat ion of the policy or
certificate, the applicant is not satisfied For any i1eason.

The insurer shail pay any rcefund made pursuant to this

section directly to the applicant in a timely manner.

ti}--HedicurE**:uppienent~*po}xcres-—-cr*'*certtﬁtcntes
issued—pursuant~te=n~direct—respcnse*aoi:cxtatxon to-peraons
ei%gib*em-éor-*mcdicare——bymreasonAof—age—must*huve'a-notice
praminentiy~printed—on-the~éirst—page~for——nttached~fthe:eto
stnting——in——substance-~ehar—ﬂche~uppi:cant—has—che—rtght-to
returnfthe-po}icyaor——certificnte——wtthin——3Bu—duy=-—of——its
deiivery'ffnnd——to"—have-—theffpfeminm-—reénnded*~if7—-a€ter
exnminnticn;-the~app£icnnt-is'net—sati:fiedffor—unyvreaaon:"

NEW SECTION. Section B. Filing requirements for
advertising. Every entity er--representative providing
medicare supplement insurance or benerfits 10 this state

shall provide to the commissioner tor his feview a copy of
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any medicare supplement advertising intended for use in this
state, whether through written, radio, or television medium.

NEW SECTION. Section 9. Penalties. In addition to any
cther penalties for violations of the insurance code, the
commissioner may after hearing require entities violating
any provision of or rule adopted under Title 33, chapter 16,
or this part to cease marketing a medicare supplement policy
or certificate in this state that is5 related directly or
indirectly to the vioglation or take such action as is
necessary to comply with the provisions of Title 33, chapter
16, or this part or the rules adopted under Title 33,
chapter 16, or this part, or both.

HEW SECTION. Section 0. appropriation. There  is
appropriated ko the state auditor's office from the
insurance regulatory trust account $25,891.00 for the fiscal
year ending June 30, 1390, and 5$22,5697.00 for the tiscal
year ending June 306, 1991, foir one staff position to review
medicare supplement insurance advertising, assist with
preparation of the Medicare Supplement Insurance Buyer's
Guide, and monitor compliance with a4applicable federail
regulations.

NEW SECTION. Section 11, Extension of authority. Any
existing gauthority to make rules on the subject of the
provisions of [this act] is extended to the provisions of

(this act].
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NEW SECTION. Section 12. codification instruction,
[Sections B and 9] are intended (o be cuodified as  an
inteqral part of Title 33, chapter 22, part 4, and the
provisions of Title 33, chapter 22, part 9, a4apply to
[sections B and 9}.

NEW SECTION. Section 13. saving clause. [This act}
does not affect rights and duties that matured, penalties
that were incurred, or proceedings that were bequn before

October 1, 1989.

NEW SECTION. Section 14. severability. If a part of
{this actl]l is invalid, all valid parts that are severable
from the invalid part remain in effect. It a part of {this
act] is invalid in one or more of its applications, the part
remains 1o effect 1n all wval:id applications that are
severable from the invalid applications.

NEW SECTION. Section 15, applicabitity.  Except  as
otherwise specifically provided, [this act] applies to every
medicare supplement policy and membership contract delivered
or issued for delivery in this state after October 1, 158D,
and every certificate delivered or issuved for delivery in

this state alterc October 1, 1989,

NEW SECTION. Section 16. gtfective date. (Section 11
and this section] are effective un passage and approval.

-End-
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HOUSE BILL NO. 535
INTRODUCED BY J. BROWN, CONNELLY, COHEN,

SQUIRES, QUILICI, HARDING

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING MEDICARE
SUPPLEMENT [NSURANCE MINIMUM STANDARDS TO COMPLY WITH THE
FEDERAL MEDICARE CATASTROPHIC COVERAGE ACT OF 1988, P.L.
100-360; PROVIDING A PENALTY FOR VIOLATION OF MEDICARE
SUPPLEMENT INSURANCE MINIMUM STANDARDS; APPROPRIATING MONEY
TC THE STATE AUDITOR TO MONITOR COMPLIANCE; AMENDING
SECTIONS 33-16-103 AND 13-22-903 THROUGH 13-22-908, MCA: AND
PROVIDING AN IMMEDIATE EFFECTIVE DATE FOR THE EXTENSION OF
RULEMAKING AUTHORITY."

STATEMENT OF INTENT

A statement of intent is required for this bill because
it authorizes the state commissioner of insurance to make
and amend reasonable rules relating to specific standards
that wmedicare supplement insurance policies or certificates
must meet, minimum standards for benefits and claims
payment, minimum atandards for loss ratios, and the timing
and manner of premium adjustments. The legisiature intends
that the rules that the commissioner adopts to implement
this bill be designed to allow the commissioner to comply

with the federal atandards established by the Medicare
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Catastrophic Coverage Act of 1988, P.L. 100-360.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Ssection 33-16-103, MCA, is amended to read:
“31-16-1031. Application. This chapter applies to all

insurers and all kinds of insurance, except that nothing

contained in this chapter shali-appiy applies to:
{L} life insurance;

(2) disability insurance, except medicare supplement

insurance subject to the provisions of chapter 22, part 9%;

{3) reinsurance, except joint reinsurance as provided
in 33-16-307;

{4) insurance against louss of or damage to aircratt,
their hulls, accessories, and equipment, or against
liability, other than workers' compensation and employers'
liability, arising out of the ownership, maintenance, or use
of aircraft;

(9) insurance of wvessels or <craft, their cargoes,
marine builders' risks, marine protection and indemnity, or
other risks commonly insured under marine, as distinguished
from inland marine, insurance policies.”

Section 2. Section 33-22 %03, MCA, is amended to read:

"33-22-903. Definitions. As wused in this part, the
following definitions apply:

(1) "Applicant™ means:

o HB 515
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{a) in the case of an individual medicare supplement
policy or subscriber contract, the person who seeks to
contract for insurance benefits; and

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

(2} "Certificate® means a certificate delivered or

issued for delivery in this state wunder a group medicare

supplement policy that--has--been--detivered-or-issued-for

deltivery-in-this-stace or subscriber contract,

{3) “Mealth care expenses":

{a) means expenses of a health maintenance

organization associated with the delivery of health care

services that are analogous to incurred losses of an

insurer;

tb) does not include home office and overhead costs,

advertising costs, commissions and other acquisition costs,

taxes, capital costs, administrative costs, or claims

processing costs.

{4) "Entity" means an insurer as defined in 33-1-201,

a_ health service corporation as defined in 33-30-101, and a

health mainteaance organization as defined in 33-31-102.

t34(5) “"Medicare” means Health Insurance for the Aged,
Title XVIII of the Social Security Amendments of 1965, as

then constituted or later amended.

t43(6) "Medicare supplement policy” means a group or
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individual policy of disability iasurance . 4  Luwucriber
contract of a health service curporat1en that s aavertlsed,
marketed, or designed primarily d4s a supptement to

reimbursements under medicare tor cthe hospital, medical, of
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
labor organizations or of the trustees of a fund established
by one or more employers or labor organizations, or
combination thereof, for ewmployees or former employees, or
combirfation thereot, or For membiers or Eormer members, or
combination thereof, of the labor organizations: or

{b) a policy or contract of any proftessivnal, trade,
or occupational association for 1ts members or furmer or
retired members, or combination thereckt, 1t the assocviation:

{i) is composed of individuals all of whom are
actively engaged in the same profession, trade, or
occupation;

{ii) has been maintained in guod tuith for purposes
other than obtaining insurance; and

{iii) has been in existence Lor al Jedst 2 yedrs prior
to the date of its initial offering of the pulicy oc plan Lo
its members;

{c) individual paiicies or cofitracts 1ssued pursuant

to a conversion privilege under a policy or contract of

-4~ HB 5$3%
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group or individual insurance when the group or individuail
policy or contract includes provisions that acre inconsistent
with the reqguirements of this part or policies issued to
employees or members as additions to franchise plans in
existence on April B, 198i."
Section 3. Section 33-22-904, MCA, is amended to read:
*33-22-904. Standards for policy provisions —— rules.

{1} A wmedicare supplement insurance policy, contract, or

certificate in force in this state may not contain benefits

that duplicate benefits provided by medicare.

ti1(2) The commissioner shall adopt reasonable rules
to establish specific standards for policy provisions of

medicare supplement policies and certificates. The standards

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

(a) terms of renewability;

(b} initial and subsequent conditicns of eligibility;

{c} nondupiication of coverage;

(d) probationary periods;

{e) benefit limitations, exceptions, and reductions;

(f£) elimination periods;

{9) requirements for replacement;

{h) recurrent conditions; and

(i) definitions of terms.
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t2¥(3) The commissiovner may adopt (eaSunable fules
that probibit policy provisions oot otherwise specifically
authorized by statute that, i the apLiion ot the
commissioner, are unjust, untasiec, or unfairly discrnminatory
to any person 1asured or propused for coverage under a
medicare supplement policy.

t3¥(4} Notwithstanding any other provisions of the
law, a medicare supplement pcelicy may not deny 4 claim for
losses incurred more than 6 months from the effective date
of coverage for a preexisting coadition. The polivy may not
define a preexisting condition more restrictively chan a
conditicon for which medical advice was given of treatment
was recommended by or received Ltom a physician within 6

months before the effective date Ot coverage.”

Section 4. Ssection 313-22-905, MCA, is amended to read:

"33-22-905. Hinimum standards for benefits and paymeat
of claims -~ rules. The commissioner shall tssae adopt

reasonable rules to establish minimum standards for benefits

and payment of claims for medicare supplement policies.™

Section 5. Section 33-22-906, MCA, is amended Lo read:
"33-22-906. Loss rato standards and ~ filing

requirements -- limits on compensation. (1) Every entity

providing group medicare supplement ipsurance benefits to a

resident of this state shall file a copy of the master

policy and each certificate used in  Lhis state wit the

-6 - HB 5135
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commigsioner as requiced by 13-1-501. The filing must be

made not less than 60 days in advance of the delivery cf any

certificate or policy to a resident of this state.

{2} Medicare supplement policies are expécted to
return to policyholders benefits that are reasonable in
relation to the premium charged. The commissioner shall
adopt reasonable rules o establish minimum standards for
1loss ratios of medicare supplement policies on the basis of

incurred claims experience or incurred health care expenses,

where COvErage is provided by a health maintenance

organization on a service cather than reimbursement basis,

and earned preamiums for the entire period for which rates
are computed to provide coverage and in accordance witkh
accepted actuarial principles and practices. For purposes of
rules adopted pursuant to this section, medicare supplement
policies issued as a result of solicitations of individuals
through the w®mail or mass media advertising, including both
print and broadcast advertising, shall be treated as

individual policies. Every entity providing wmedicare

supplement insurance benefits to a regident of this state

shall make premium adjustments:

{a) necessary to produce an expected loss ratio under

the policy or contract that meets the minimum logs ratio

standards for medicare supplement policies as established by

rule; and

-1- HB 515
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|b) expected to result 1n 4 loss fatie at least as

great_as that originally antic,pated by the entity whea it

established current pcemiums rTut  the medicdre supplement

insuraace policy or contract.

{3) The commissioner shall by rule establish the

timing and manner of the premium adjustwents. Every entity

providing medicare supplement policies or certificates in

this state shall annually r1le with the commissioner its
rates, rating schedule,  and supporting documentation
demonstrating that it is in vomplidnce with the applicable
loss ratio standards of this gpart._ An entily transacting

medicare supplement insurance in this state may not adjust

its rates more than once TWICL s year and _may not_adjust its

rates for the first year a policy is in force, except to

allow For changes in federal laws of cequlations relating to

medicare. Each E£iling of rates and rating schedules must

demonstrate that the actual and e;gqc(edwlg§§g§/gqgirelation

to pcemiums complies with the reguirements of this part.

(4) An_entity may not provide compensation to its

agents or _solicitors that is yreater than the renewal

compensation that would be paid on an existing policy if:

ta) the existing policy were_ replaced by another

policy with the same insurer and rthe new policy benefils are

substantially similar to the benefits under the cld policy;

and

-4 HB 535
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{b) the old policy was issued by the same insurer or

insurance qroup."”

Section 8. sSection 33-22-907, MCA, is amended tc read:

*33-22-907. Disclosure standards -~ informational
brochure —— rules. (1) In corder to provide for full and fair
disclosure in the sale of medicare supplement policies, a
medicare supplement policy may not be delivered or issued
for delivery in this state and 3 certificate may not be
delivered pursuant to a group medicare supplement policy
delivered or issued for delivery in this state unless an
cutline of coverage is delivered to the applicant at the

time application' is made. The outline of coverage must be

filed with the commissioner as required by 33-1-501. The

filing must be made at least 60 days in advance of the date

the outline of coverage is delivered Lo any resident of this

state.

{2) (a) The commissioner shall prescribe the Eformat
and content of the outline of coverage required by
subsection {1).

tb) Por purposes of this section, “format“ means
style, arrangements, and overall appearance, including such
items as the size, color, and prominence of type and the
arrangement of text and captioms.

{(c} The outline of coverage must include:

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

{11) a statement of the ecxoeplions, teductiuns, and
limitations ceontained in che policy;

[L11) 4 statement of the (enewal provisions ancluding
any reservation by the insurer ot 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 ko determine governing
contractudl provisions.

{3) The commissioner may prescribe by rule a standard
form and the contents of an  informatlonal brochure Eor
persons eligible for medicare by reason of age, which 1isg
inteaded to improve the buyer’s ability to select the most
appropriate coverage and improve the buyer's understanding
of medicare. Except in the case of direct response
insurance policies, the commissioner may require by rule
that the intormation brochure be provided to any prospective
insureds eligible for medicare at the same time the cutline
of coverage is delivered. With respect to direct response
insurance policies, the cummnissioner mnay require by rule
that the prescribed brochure be provided upon request, but
not later than the time of policy delivery, to any
prospective insureds eligible ftor medicare by reason of age.

(4) The commissicne:r may adupt reasonable rules far

-10- HB 535
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captions or notice reguitements, determined to be in the
public interest and designed to inform prospective insureds
that particular insurance coverages are not medicare
supplement coverages, tor all accident and sickness
insurance policies sold to persons eligible for medicare by
reason of age, other than:

{a} medicare supplement policies;

{b) disability income policies;

(c) basic, catastrophic, or major medical expense
policies;

(d) single premium, nonrenewable policies; oc

{(e) other policies defined excepted in
33-22-90344¥(6).

{5) The commissioner may Efurther adopt reasonable
rules tc govern the Ffulli and fair disclosure of the
information in coanection with the replacement of accident
and sickness policies, subscriber contracts, or certificates

by persons eligible for medicare by reason of age.

(6) As soon as practicable, but no later than 30 days

before the annual effective date of a wmedicare benefit

change, every entity providing medicare supplement ihsurance

or benefita to a resident of this state shall notify its

policyholders, contract holders, and cecrtificate holders, in

a format that the commigsioner presccibes by rule, of the

changes it has made to the medicare supplement insurance
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policy or contrace,*

Section 7. Section 33-22-9UB, MUA, 1. amended to read:

=13-22-908. Motice of free examination. tt) Medicare
supplement policies or certificates, -other—than-thole-issued
pursuant-to-direct -response ‘sottereations must have a notice
prominently printed on the lirst  page of the polic¥ [<14
certificate or attached thereto stating in substance that
the applicant has the right to return the policy or
certificate within 8 30 days of its delivery and to have
the premium fefunded if, afler examination of the pulicy or
certificate, the applicant is not satisfied for any ceason.

The _insurer shall pay _any cefund made pursuant to this

section directly to the applicant in a timely manner.

f!j—-ned:eare——supptenen:—fpeitciesf—for——fcertificate:
issued-pur:uane—to—a—d:rect—reaponae-sei:cxtation*co‘persans
eiigibte——for~-medicure-—by-reusonfot~nqe4mnst-have—n—noti:e
proninentiy*ptintcd-on-the-first-paqef*orf-attuched"thereto
atﬂting—*in~—substance—-that"—ehe-appttcunt-hq:-the*rtght—to
getnrn—the—poti:y—cr-AeertiEicate——-tthxn--36~~duy=--oé--its
deiivery-~—and——ta——have~~the——premiun——reEnnded——}é;--nEtee
e:nlinltken:-the—uppiicant-tsfnotfaatisfied'tnr-uny*reasonz‘

NEW SECTION. Section 8. Filing reguirements for
advertising. Every €ntity or--representative providing
medicare supplement insurance or benerits 1n this state

shall provide to the commissioner ftor his review a copy of

12— HB 535



10
11
12
13
4
i5
16
17
18
19
20
21
22
23
24

25

HB 0535/02

any medicare supplement advertising intended for use in this
state, whether through written, rdadio, or television medium,

MEW SEcTiOon. Section 9. Penalties. In addition to any
other penalties for violations of the insurance code, the
comamissioner may after hearing require entities violating
any provision of or rule adopted under Title 33, chapter 16,
or this part to cease marketing a medicare supplement policy
or certificate in this state that is related directly or
indirectly to the violation or take such acrtion as is
necessary to comply with the provisions of Title 33, chapter
16, or this part or the rules adopted under Title 33,
chapter 16, or this part, or both.

NEW SECTION. Section 10. Appropriation. There is
appropriated to the state auditor's office from the
insurance regulatory trust account $25,891.00 for the fiscal
year ending June 3¢, 1990, and $22,697.00 for the L.iscal
year ending June 30, 1991, for one staff position to review
medicare suppleaent insurance advertising, assist with
preparation of the Medicare Supplement Insurance Buyer's
Guide, and monitor compliance with applicable federal
regulations.

NEW SECTION. Section 11. Extension of authority. Any
existing authority to make rules on the subject of the
provisions of [this act] is extended to the provisions of

fthis act].
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NEW SECTION. Section 12. codification mnstruction.,
[Sections 8 and 9} are intended to bée codified as  an
integral part of Title 13, cChapter 22, part 49, and the
provisions of Title 33, chapte: 22, part 9, apply to
[sections 8 and 9].

NEW SECTION. Section 13. saving clause. [This act]
does not affect rights and duties Lhat matured, penalties
that were incurred, or proceedings thatl were begun before
October 1, 1989.

NEW SECTION, Section 14. Severability. If a part of
[this act] 1is invalid, all valid parts that are severable
from the invalid part remain i1n effect. It a part ot [this
act] is invalid in one or more of its applications, the part
remains in effect ian all wvalid applications cthat are
severable from the invalid applications,

NEW SECTION. Section 15. Applicability. Except as
otherwise specifically provided, lthis act] applies to every
medicare supplement policy and membership coutract delivered
or issued for delivety in this state atter Octuber 1, 1989,
and every certificate delivered or i1ssued for delivery in

this state after October 1, 198Y.

NEW SECTION. Section 16. Etfective date. [Section 11
and this section| are effective on passage and approval.

-End-
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HOUSE BILL NO. 535
INTRODUCED BY J. BROWN, CONNELLY, COHEN,
SQUIRES, QUILICL, HARDING
A BILL FOR AN ACT ENTITLED: “AN ACT REVISING MEDICARE

SUPPLEMENT INSURANCE MINIMUM STANDARDS TO COMPLY WITH THE
FEDERAL MEDICARE CATASTROPHIC COVERAGE ACT OF 1988, P.L.
100-360; PROVIDING A PENALTY FOR VIOLATION OF MEDICARE
SUPPLEMENT I[MSURANCE MINIMUM STANDARDS: APPROPRIATING MONEY
TO THE STATE AUDITOR TO MONITOR COMPLIANCE; AMENDING
SECTIONS 33-16-103 AND 31-22-903 THROUGH 331-22-908, MCA: AND
PROVIDING AN IMMEDIATE EFFECTIVE DATE FOR THE EXTENSION OF
RULEMAKING AUTHORITY."

STATEMENT OF INTENT

A statement of intent is required for this bill because
it authorizes the state commissioner of insurance to make
and amend reasonable rules relating to specific standards
that medicare supplement insurance policies or certificates
must meet, minimum standards for benefits and claims
payment, minimum standards for loss ratios, and the timing
and manner of premium adjustments, The legislature intends
that the rules that the commissioner adopts to implement
this bill be designed to allow the commissioner to comply
with the federal standards established by the Kedicare
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catastrophic Coverage Act of 1988, P.L. 100-360.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. sSection 31-16-103, MCA, is amended to read:
*331-16-103. Application. This chapter applies to all

insurers and all kinds of insurance, except that nothing

contained in this chapter shati-apply applies to:
(1) 1life insurance;
(2) disability insurance, except medicare supplement

insuranpce _subject to the provisions of chapter 22, part %;

({3) reinsurance, except joint reinsutance as provided
in 33-16-307;

{4) linsurance against loss of or damage to aircratt,
their hulls, accessories, and eguipment, ot against
liability, other than workers' compensation and employers”
liability, arising out of the ownership, maintenance, or use
of aircraft;

{5) insurance of vessels or craft, their cargoes,
marine builders' risks, marine protection and indemnity, or
other risks commonly insured under marine, as distinguished

from inland marine, insutance policies.”
Section 2. Secticn 33-22 30), MCA, is amended to read:

=33-22-9031. Definitions. As used in this part, the
following definitions apply:

{1) "applicant™ means:
-2 +HB 53%
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{a) in the case of an individual wmedicare supplement
policy or subscriber contract, the person who seeks to
contract for insurance benefits; and

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

[2) “Certificate™ means a certificate delivered or

issued for delivery in this state under a group medicace

supplemsent policy that--has--been--deiivered-or-isaned-for

delivery-in-this-seaee or subscriber contract.

{3) “Health care expenses”™;

{a} means gxpenses of a health maintenance

organization asscociated with the delivery of health cace

services that are analogous to incurred losses of an

insurer;

{b) does not include home office and overhead costs,

advertising costs, commissions and other dcguisition costs

taxes, capital costs, admsinistrative costs, of claims

processing costs.

{4} “"Entity"” means an insurer as defined in 33-1-201,

a health service corporation as defined in 13-30-1401, and a

health maintenance organization as defined in 33-31-102.

t3415) “"Medicare” means Health Insurance for the Aged,
Title XAVIII of the Social Security Amendments of 1965, as

then constituted or later amended.

t43{6) “Medicare BsBupplement policy” means a group or
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individual policy of disability 1asurance v a  .abacriber
contract of o health service corpurdl tan that 4n adverLised,
marketed, or designed pPrimarily as  a  supplement  to

reiabursements under medicare tor the hospital, aedical, or
surgical expenses of persons eligible tor medicare by reason
of age. The term does not i1nclude:

{a) a policy of contract of cne or more employers or
laboc organizations or of the trustees of a fund established
by one or aoce eaployers or labor organizations, or
combination thereot, tor eapluyees or former employees, of
combination thereout, oc fot mewmbers or former members, or
combination thereol, of cthe labocr orgaaizatiuns; or

{b) a policy or contiact of any protessional, trade,
ar accupat iondl associdation toc 1ts mewmbers o furmer  oc
retired members, or combination thereof, 1t the assovidtion:

(i} 1is compused of ndividuals all ot whom are
actively engdged 1a Lthe same prufessiun, trade, or
occupation:

{ii) has been maintained in guod ftaith for purpuses
other than obtaining itasurance; and

(iii) has been in existence tor al least 2 years prior
to the date of its initial utrecing uf rhe policy of plan to
its members;

{c) individual policies ot conlracts i15sued pussuant

to a conversion privilege under a  policy or coatract  of
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group or individual insurance when theé group or individual
policy or contract includes provisiions that are inconsistent
with the requirements of this part or policies issued to
employees or aembers as additions to Eranchise plans in
existence on April 8, 1981."
Section 3. sSection 33-22-904, MCA, is amended to read:
“33-22-904. Standards for policy provisions -- rules.

{l) A medicare supplement insurance policy, contract, or

certificate in force in this state may not contain benefits

that duplicate benefits provided by medicare.

t3){2) The cosmissioner shall adopt reasonable rules
to establish specific standards for policy provisions of

medicare supplesent paolicies and cectificates. The standards

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

{a) terms of renewability;

[b) initial and subasequent conditiona of eligibility;

(c) nonduplication of coverage;

(d} probationary periods;

{e)} benefit limitations, exceptions, and reductions;

{€) elimination periods;

(9) requirements for replacement;

{h} recurrent conditions; and

(i} definitions of terma.
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t23(3) The commissiuner way adopt reasofalle rules

thact prohibit policy prfovisions aut otherwine specitically
authorized by sStatute thal, 10 Lhe apriion [S14 the
COMMiSSIONEL, 4re unjust, untair, or wnfdirly discriminatorcy

to any person nsurfed or  propused [or coverage under a
medicaze supplement policy.

t334(4) Notwithstanding any othes provisions of the
law, a medicace supplement policy may not deny o claim for
losses incurred more than 6 mounths Erom the effective date
of coverage tor a preexisting condition. The policy may not
define a preexisting conditiun  mare restrictively than a
condition for which medicdl udvice was given uf tivalment
was recommended by or recelved trum a physician within 6

months before the effective dale Of coverage."
Section 4. section 33-22-9u4%, MCA, is amended to read:

"33-22-905. Minimum standards for benefits and payment
of claims -- rfules. The commissioner shall tssoe adopt

reasonable rules to establish minimum standards for benefits

and payment of claims for medicare supplement policies.”
Section 8. Section 31-22-306, MCA, 1s amended 1o cead:
*33-22-906. Loss ratiu standards and filing

[equirements -- limits o0 campensation. (1} Every entity

providing group medicare supplement insurance beinefits to  a

resldent of this state shall tile a copy 9f the mastec

policy and each certificate used 1n this  state with
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commissioner as _required by 33-1-501. The filing must be

made not less than 60 days in advance of the delivery of any

certificate or policy to a resident of this state.

{2) Medicare supplement policies are expected to
return to policyholders beaefits that are reasonable 1n
relation to the premium charged. The commissioner shall
adopt reasonable ruies to establish sinisum standards for
loss ratios of medicare suppiement policies on the basis of

incurred claims experience or incurred health care expenses,

where coverage is provided by a health maintenance

orqanization on a service rather than reimbursesent basis,

and earned preaiums for the entire period for which rates
are computed to provide coverage and in accordance with
accepted actuarial principles and practices. Por purposes of
rules adopted pursuant to this section, msedicare supplement
policies issued as a result of solicitations of individuals
through the mail or mass sedia advertising, including both
print and broadcast advertising, shall be treated as

individual policies. Bvery entity providing wmsedicare

supplemeat insurance benefits to a resident of this state

shall make premium adjustments:

(a) necessary to produce an expected loss ratio under

the policy or contract that meets the ainimum losa ratio

standards for sedicare supplement policies as established by

ftule; and
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(b) expected to result  1a 4 lusa fatlu at ledast as

great as thal originally anticipatled by the entity when it

established currenlt premiums ot the medicase supplement

(3) _The commissioner shall by _rule establish Lthe

timing and manner of the premium adjusteeats. Every entity

providing medicare supplement policies or cercificates in

this state shall anpually tile with the commissioner its
rates, cating schedule, and  supporting documeniation
demonstrating that it is 1a vomplignce with the applicable
loss ratio standacds of tnhis pait.  An entity Lransacting

medicare supplement insurance in Lhis state may 0ot adjust

its rates more than ence TWiCH « yeac and @ay not adjust its

cates for Lhe first yedr a policy i3 _is torce,

_ except  to

allow for changes in federai laws or fegqulations relating to

medicare. Each filing of rates aod rating schedules must

demonstrate that the actual and expected losses 1n_ relation

to premiums complies with the reguirements ot this part,

{4) An _entity may nut provide compensation to its

agents or solicitors that s greater than the renewal

compensat ion that would be paid on an existing policy if;

(a) the exiscing policy were ceplaced by anochec

policy with the same insurer and the new policy benefils are

substantially similar to the benefits under the gld policy;

and
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(b) the old policy was issued by the same insurer or

insurance group.*

Saction 6. section 33-22-907, MCA, is amended to read:

*33-22-907. Disclosure standards -- informational
brochure -- rules. (1) In order to provide for full and fairc
disclosure in the sale of medicare suppleament policies, 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 for delivery in this state unless an
outline of coverage is delivered to the applicant at the

Kime application. is made. The outline of coverage must be

filed with the commissioner as required by 33-1-501. The

filing must be made at least 60 days in advance of the date

the outline of coverage is delivered to any resident of this

state.

{2} (a) The commissioner shall prescribe the Cformat
and content of the outline of coverage required by
subsection {1).

(b) For purposes of thia asection, “format"™ means
style, arrangesents, and overall appearance, iacluding such
items as the size, color, and prominence of type and the
arcrangement of text and captions.

(c) The outline of coverage must include:

(i) & description of the principal benefits and
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coverage provided 1n the policy:

{1i) a statement of the ecxeeptions, teductions, and
limitations contained in the policy;

{iii) a statement of the (enewal provissons i1ncluding
any reservation by the .insure:r ot a ¢ight to change
premiums;

(iv)] 4 sStatement that the outline of coverage is a
summary of the policy issued ur applied for and that the
policy should be vonsulted to determine governing
contrdcludl pruvisions.

{}) The commissioner Muay prescribe by rule a standard

torm and the conteats obf an  1atormational brochure for

persons eligible ftor medicare by reason of age, which is

inteaded to improve the buyer's ability to select the most
appropriate coverage and improve the buyer's understanding
of medicare. Except in the case of direct response
insutance policies, the commissioner @may rtequire by rule
that the information bruchuie be provided to any pruspective
insureds eligible for medicare at the same ime the cutline
of coverage iS delivered. With respect to direct response
insurance policies, the comnssi10oner may [equile by rule
that the prescribed brochure be pcovided upon equest, but
aot later than the time ot policy delivery, to  any
prospective insureds eliyible fur medivare by reason of age.

(4) The commissionec may adupt reasondble rules far

la- HB 535
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captions or notice requirewments, determined to be in the
public interest and designed Lo inform prospective insureds
that patticular Insurance coverages are not wmedicare
supplement coverages, for all accident and sichkness
insurance policies sold to persens eligible for medicare by
reason uf age, other than:

{a} medicare supplement policies;

(b) disability income policies;

{c) basic, catastrophic, or major medical expense
policies;

(d) single premium, noncrenewable policies; or

(e) other policies defined excepted in
33-22-903¢4346).

(5) The commissioner may further adopt reascnable
rules to govern the full and £air disclosure of the
information in connection with the replacement of acvcideat
and sickness policies, subscriber contracts, or certificates

by persons eligible for medicare by reason of age.

{6) As scon as practicable, but no later than 30 days

before the annual effective date of a medicare benefit

change, every entity providing medicare supplement insurance

or benefits to a resident of thig state shall notify its

policyhaldecs, contsract holders, and certificate holders, in

a format that the commissioner prescribes by rule, of the

changes it has made to the medicacte supplement insurance
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policy or coantract.”

Section 7. section 33-22-908, MCA, o ameisdcd Lo cead:

«33-22-908. MNotice of f[red examination. tip Medicare
sﬁpplement policies or certificales; -ather-than-ehose -1ssued
poranant-te-direct response solicitatron; must have a natice
prominently prioted on the Lirst paye ob Lhe P”1ic§.9£
certificate or attached Lhe:eto stating in substaace that
the applicant has the right to return Lhe policy or
certificate within t8 30 days of its delivery a4ud to have
the premium retunded if, attier examination of the policy or
certificate, the applicant 1s not satisfied for any eason.

The insuter shall pay _any retund made pursuant to this

section directly to the applicant in a timely magner.

t21——Hedtcare--:upptement'—poixctes—~—or*-*cert:fxcntea
iasuedfpursuantfto-a-direct-reaponse-soltc:taetun—to-persona
etigible--for--medicare -by reazan-of age-must-have-a-notice
pre-xnentty-prknted*un—the~ftrstfpageffot—-uttnehed'-thereto
gcnting-—tn—-aubatancev~that-—theAappt1eant-hna-the*right—go
retnrn'the-polieyvor‘~certiE:cutc---ithtn‘“i&"_da's'-ef—-ita
deiivery-——and~—eo‘fhave——che—-pre-iu-"rerunded--if;---ﬁter
clllinltion;-the—app!icant~i:-not*sati:tsed-for‘aﬂr‘feasaaf'

NEW SEcTion. Section 8. riliag [equirements for
advertising. Every entity eor--representative praviding
medicare supplement 1nsurance  or henetilts 1N this State

shall provide to the commissiones toc his review a copy of
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any medicare supplement advertising intended for use in this
state, whether through weitten, radio, or television medium.

NEW SECTION. $Section 9. Penalties. In addition to any
other penalties for violations of the insurance code, the
commissioner may after hearing require entities violating
any provision of or rule adopted under Title 33, chapter 16,
or this part to cease marketing a medicare supplement policy
or certificate in this state that is related directly or
indirectly to the violation or take such action as is
necessary to comply with the provisions of Title 33, chapter
16, or this part or the rules adopted under Title 33,
chapter 16, or this part, or both,

NEW SECTION. Section 10. appropriation. There is
appropriated to the state auditor's office from the
insurance regulatory trust account $25,891.00 for the fiscal
year ending June 30, 1990, and $22,697.00 for the tiacal
year ending June 30, 1991, for one staff position to review
medicare supplement insurance advertising, asgsist with
preparation of the Medicare Supplement Insurance Buyer's
Guide, and monitor compliance with applicable federal
regulations,

MNEw SECTion. Seaction V1. Extension of authority. Aany
existing authority to make rules on the subject of the
provisions of {this act) is extended to the provisions of

{this act]}.
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HEW _SECTION. Section 12. coaification inslruction.
[Sections 8 and 9| are intended o be codifticd as  an
integral part of Title 33, Jhapter 22, pait 9, and the
pravisions of Title 11, chapter 22, past 9, apply to
|sections 8 and 3}.

NEW SECTION. Section 13. Ssaving clause. [This act)
does not affect rights and dulies that matuced, penalties‘
that were incurred, of proceedings Lhat were begun before
October 1, 198Y.

HEW SECTION. Section 14. severability. It a part of
lthis accl is iavalid, all valid parls thatl arfe severable
€xom the invalid part cemain in etfect. It a past ot lthis
act} is invalid 10 one of mafe ot 1ts applications, the part
remains 1n effect in all valid applicatiuns that are
severable from the invalid applications,

NEW SECTION. Seclion 15. Applicabitity. Except  as
otherwise specifically provided, {this act] applies to every
medicare supplement policy and membership contiact delivered
or issued for delivery in this state atter October 1, 1989,
and every certificate delivered ur 1ssued for delivery in
this state after October 1, 1989.

NEW SECTION, Section 16. Ettective date. [Section X1
and this section] are effective un passage aund approval. ‘

-End -
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