
HOUSE BILL NO. 535 

INTRODUCED BY J. BROWN, CONNELLY, COHEN, 
SQUIRES, QUILICI,_HARDING 

FEBRUARY 2, 1989 

FEBRUARY 3, 1989 

FEBRUARY 6, 1989 

FEBRUARY 14, 1989 

FEBRUARY 15, 1989 

FEBRUARY 18, 1989 

FEBRUARY 20, 1989 

MARCH 18, 1989 

MARCH 20, 1989 

MARCH 21, 1989 

MARCH 22, 1989 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON APPROPRIATIONS. 

FIRST READING. 

ON MOTION BY CHIEF SPONSOR, 
REPRESENTATIVES SQUIRES AND QUILICI 
AND SENATOR HARDING ADDED AS SPONSORS. 

ON MOTION, TAKEN FROM COMMITTEE ON 
APPROPRIATIONS AND REREFERRED TO 
COMMITTEE ON BUSINESS & ECONOMIC 
DEVELOPMENT. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ON MOTION, TAKEN FROM ENGROSSING 
AND REREFERRED TO COMMITTEE ON 
APPROPRIATIONS. 

CO~~ITTEE RECOMMEND BILL 
DO PASS. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 93; NOES, 4. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

; 



MARCH 22, 1989 

APRIL l3, 1989 

APRIL 14, 1989 

APRIL 17, 1989 

APRIL 18, 1989 

INTRODUCED AND REFERRED TO COMMITTEE 
ON FINANCE & CLAIMS. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN. REPORT ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 49; NOES, 0. 

RETURNED TO HOUSE. 

IN THE HOUSE 

RECEIVED FROM SENATE. 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 

; 
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INTRODUCED BY 

,;Lk/)E BILL NO. ~¥J 
?ff-&~&4Uf#'- ·--"~=:?:~~~--

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 IMMED:P.TE 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 

Catastrophic Coverage Act of 1988, P.L. 100-360. 

~"""'~'"'''••<~• 

1 

2 

3 

4 

5 

6 

7 

B 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1089/01 

BE IT ENACTED B~ THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. section 33-16-103, MCA, is amended to read: 

•J]-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) 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 loss of or damage to aircraft, 

their hulls, accessories, and equipment, or aga·inst 

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 1n 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 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--na~--bee~--delivered-o~-iss~ed-fo~ 

de~~very-±~-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 

jy:>urer; 

(b1 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 insu!er as defined in 33-1-201, 

a health service ~~~ration as d~fined in 33-30-lQlt and a 

health maintenance ~~~nization as ~efined_~~ 33-3~102~ 

t-3t~_l "Medicare" means Health Insurance for the Aged, 

Title XVIII of the Social Security Amendments of 1965, as 

then constituted or later amended. 

f4till "Medicare supplement policy" means a group or 

individual policy of disability insurance or a subscriber 
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contract of a health service corporation that is advertised, 

marketed, or 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 lab~r organizations; or 

(b) a policy or contract of any professional, trade, 

or occuoational association for its members or tormer or 

retired members~ or combination thereof~ if the association: 

( i l is composed of individuals all of whom are 

actively engaged in the same 

occupation; 

profession, trade, or 

(ii) has been maintained in good faith for purposes 

other than obtaining insurance; and 

(iii) 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 

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 

employees or members as additions 

existence on April 8, 1981." 

policies issued to 

to franchise plans in 

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 _D_f:?l contain benefits 

that duolicate benefits provided by medicare. 

t%t~ 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, including the provisions of Title 33, chapter 

22, and may cover but are not limited to: 

(a) 

(b) 

terms of renewability; 

initial and subsequent conditions of eligibility; 

{c) nonduplication of coverage; 

(d) probationary periods; 

(e) benefit limitations, exceptions, and reductions: 

(f) elimination periods; 

(g) requirements for replacement; 

(h) recurrent conditions; and 

(i) definitions of terms. 

trtill The cornmi ::~;ioner may adopt reasonable rules 
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that prohibit policy provisions not otherwise specifically 

authorized by statute that, in the opinion of the 

commissioner, are unjust, 

to any person insured 

unfair, or unfairly discriminatory 

or proposed for coverage under a 

medicare supplement policy. 

t3ti!l 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 effeclivc 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 i~~t!e 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 to read: 

11 33-22-906. Loss ratio standards and f ~_1_i___!!_9_ 

requirements -- limits on compensation. (1) EverL ~ntity 

E_£oviding group medica_~e supplement insurance be-nefl_~~~ 

resident of this state shall file a copy ?f -~~aste_£ 

policy and each certificate used in this st~~with~e 

commission~r as required by 33-l-5Q~· The filing m~~t be 
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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. 

~ 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 

~rganization on a service ~ather than reimb~rsement 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 bath 

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 premi~m adju~tme~ts: 

{a) necess~~_to produce an expected loss ratio under 

the policy or contract that meets the minimum loss ratio 

standards for medicare supplement po!icies as esta~lished by 

rule; and 

{b) expected t<?._ !~~!:!~-~-_!__!!_-a loss ratio a~_ 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 sched~le, and supporting documentation 

demonstrating that it is in compliance with the applicable 

loss ratio standards of this part. An entity transacting 

medicare supolelnent _ ___!_!_'l.surance in this state may n?t __ adjust 

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

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

changes in federal laws or regulations rel~ting to medicare. 

Each filing ~f rates and rating schedules must demonstrate 

that the actual and expected losses in rela~ion to premiums 

~~lies wi th _ __!-he regui cements of this part. 

(4) An entity may not pr-ov_i~comp~sat_~on to its 

agents or ~elicitors that is greater than the renewal 

compt~ns~ion -~hat would be paid ?.n an existing policy if: 

(a) the existing pol~cy were replaced by another 

policy with th~ same insurer and the new policy benefits are 

substantially similar to the benefits under t~e old policy; 

and 

(b) the. ol~o__!_!£y was issued b_y_ the same insurer or ------·---
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insurance group. 11 

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

RJJ-22-907. Disclosure standards informational 

brochure ---rules. {l) 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 med1care supplement p011cy 

delivered or 1ssuea tor delivery in this state unless an 

outline of coverage 1s delivered to the applicant at the 

time application is made. The_ outline of coverage mus~~ 

filed with_ the conunissioner as reguired by 33-1-_?0l. The 

filing mus~ be made at least 60 days_in advance _of the date 

the outline of coverage is delivere_Q__to any resident of this 

state. 

(2) (a) The commissioner shall prescribe the format 

and content of the outline of coverage 

subsection (1). 

required by 

(b) For purposes of this section, "format" means 

style, arrangements, and overall appearance, including such 

items as the size, color, and prom1nence of type and the 

arrangement of text and captions. 

(C) The outline of coverage must include: 

(i} 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 is a 

summary of the policy issued or applied for and that the 

policy should be consulted to determine governing 

Lontractual provisions. 

(3) The comnnssioner 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 

of medicare. Except 

and improve the buyer's understanding 

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 

insurance policies, the commissioner may require by rule 

that the prescribed brochure be provided upon request, but 

not later than the time of policy delivery, to any 

pro~pective 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-
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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 policiesi 

(b) disability income policies; 

(c) ba~ic, catastrophic, or major medical expense 

policies; 

(d) single premium, nonrenewable policies; or 

(e) other 

33-22-903t4till· 

policies de£-i:ned excepted in 

(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 reason of age. 

(6) As SQOn as practicable, but no later than 30 day~ 

before the annual effective date of a medicare benefit 

~~;lange, every e~~ity providing _medi~~l-~men_~_i_nsur~_t:lce 

2.!_~nefits to a resident of this state shall notify i_t;__~ 

Q_t?licyholders, contract holder~, and certifis;ate holders, __ in 

23 a format that the commissioner prescribes by rule, of the 

24 

25 

changes it has made to the medicare supplemen~ insurance 

~_i<;_y or contract." 
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Section 7. Section 33-22-908, MCA, is amended to read: 

"33-22-908. Notice of free examination. tlt Medicare 

supplement policies or certificates,-other-than-tho~e-±~stleO 

pttrstta~t-to-Oi~eet-re~~on~e-solie±tationT must have a notice 

prominently printed on the first pag·e of the policy or 

certificate or attached thereto stating in substance that 

the applicant has the right to return the policy or 

certificate within IS 1Q days of its delivery and to have 

the premium refunded if, after examination of the pulley or 

certificate, the applicant is not satisfied for any reason. 

The insurer shall pay any refund made pursuant __ ~ this 

ses:tion directly to the applicant in a timelv mar~ne:_. 

tzt~-Mea±ea~e---sttpp~emen~---poi~e±e~--o~--eereif~eate~ 

±~~tted-pttr~ttant-te-a-direet-~espense-soi±ei~ation-t~-~e~~on~ 

ei±g±bie-for-meO±ee~e-hy-ree~on-o£-age-mtt~t--hs~e--e--notiee 

prom±nen~ly--pr±nte0--on--tfte-f±rst-ps9e-or-attaehed-thereto 

stat±n9-tn-sttbstanee-~hat-the-app!ieant--ha~--the--r±9ht--te 

retttrn--the--pol±ey--or--eert±E±eate--w±th±~--39-day~-of-±t~ 

dei±~ery--end--to--hav~---the--prem±ttm--re£ttnded--±fT---a£ter 

exam±nation,-the-applieant-±~-not-sat±~£±ed-for-any-rea~ono" 

NEW SECTION. Section 8. ------ Filing requirements for 

advertising. Every entity or representative providing 

23 medicare supplement insurance or benefits in this state 

24 

25 

shall provide to the commissioner for his review a copy of 

any medicare supplement advertising intended for use in this 

-12-



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

LC 1089/01 

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 to the violation or take such action as ~s 

necessary to comply w~th the provlsions 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 one staff position to review 

with medicare supplement insurance advertising, assist 

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 

24 [this act}. 

25 NEW SECTION. Section 12. codification inst["uction .. 
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[Sections 8 and 9] are intended to be codified as an 

integral part of Title 33, chapter 22, part 9, 

provisions of Title 33, chapter 22, part 9, 

and the 

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 

[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 in all valid applications that are 

severable from the invalid applications. 
I 

NEW SECTION. Section 15. Applicability. Except as 

otherwise specifically provided, [this actl applies to every 

medicare supplement policy and membership contract delivered 

or issued for delivery in this state after October l, 1989, 

and every certificate delivered or issued for delivery ~n 

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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HOUSE BILL NO. 535 

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 insurance policies or certificates 

must meet, minimum standards for benefits and claims 

payment, minimum standards for loss ratios, and the timing 

and manner of p~emium 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 <ead: 

•]J-16-103. Application. This chapter applies to all 

insurers and all kinds of insurance, except that nothing 

contained in this chapter ~haii-appiy applies to: 

(1) 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 loss of or damage to aircraft, 

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; 

(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: 

(l) "Applicant•• means: 

-2- HB 535 
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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 under a group medicare 

supplement policy ~ha~--has--b~e~--deii•ered-or-~ssned-£or 

derivery-±"-th±~-state or subscriber contract. 

( 3) "Health care expenses": 

(a) means expenses of a health maintenance 

organizatio~ associated with the delivery of health care 

services that are analogous to incurred losses of an 

insurer; 

(b) 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 corpor:_,ation as defined in 33-30-lOl!._and a 

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

t3till "Medicare .. means Health Insurance for the Aged, 

Title XVIII of the Social Security Amendments of 1965, as 

then constituted or later amended. 

t4till "Medicare supplement policy" means a grOup or 
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individual policy of disability insurance or a subscriber 

contract of a health service corporation that is advertised~ 

marketed, or 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 

combination 

more employers or labor organizations, or 

thereof, 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 professionalT trade, 

or occupational association for its members or former or 

retired members, or combination th-ereof, if the association: 

( i) 

actively 

is composed of 

engaged in the 

occupation; 

individuals all 

same profession, 

of whom 

trade, 

are 

or 

(ii} has been maintained in good faith for p-urposes 

other than obtaining insuranc€; and 

(iii) has been in existent..:e for at least 2 years prior 

to the date of its initial offPrin9 of the policy or plan to 

its members; 

(c) individual policies or contracts issued pursuant 

to a conversion privilege unde• a policy or contract _of 
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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: 

•)3-22-904. 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. 

tit~ 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, including the provisions of Title 33, 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) 

(f) 

benefit limitations, 

elimination periods; 

exceptions, and reductions: 

(g) requirements for replacement; 

(h) recurrent conditions; and 

(i) definitions of terms. 
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titlll The commissioner may adopt reasonable rules 

that prohibit policy provisions not otherwise specifically 

authorized by stdtute that~ in the opinion of the 

commissioner, are unjust, unfair, or unfairly discriminatory 

to any person insured or proposed for coverage under a 

medicare supplement policy. 

t3tl!l 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 fo~ benefits and payment 

of claims -- rules. The commissioner shall i~~tle 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 to read: 

"33-22-906. Loss ratio standards and filing 

requirements limits on ___ compensation. (1) Eve~y __ entity 

providing group medicare s~pl~ment insurance benefits to a 

resident of this s~ate shall file a copy of the master 

policy and each certificate used in this state with the 
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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. 

~ Medicare supplement policies 

return to policyholders benefits that 

relation to the premium charged. The 

are expected to 

are reasonable in 

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 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 bv 

rule; and 
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(b) expected to result in a losa ratio 4t least as 

great as that originally anticipated by the entity when it 

established current premiums fo( 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 p~ljcies or certificates in 

this state shall annuall~ fi~e with the commissioner its 

rates, rating schedule, and s~Forting documentation 

demonstrating that it is in :=:()mpliance with the a.pplicablf!!! 

loss ratio standards of this ~!· An entity transacting 

medicare supplement insurance in this state may not adjust 

its rates more than Ol'!;ee TWICE d year and may not adjust it:;J 

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

allow for_ changes in federa! ___ !_~~ or regulations relating to 

medicare. Each filing ot _ --~ates and rating ~chedules mu~t 

demonstrat~~hat the actual and expected losses in relation 

to premiums complies with the r_:~_g__u!:_~_ements of this part. 

{4J An entity may nut _e_rovlde compensation to it~ 

~~nt~[_ solicitors that i~ ~~tt-.\ter than the renewG~l. 

compensation that would be e~t~ on __ dll existinq policy if: 

~~~xi-sting ___ _,22l__!~y wert• replaced by a.nothe~ 

policy with the same insure~- an"'!_ __ ~_!-w new policy benefits are 

substantial!¥ _similar to the i?_~nef_it ·; .~nder the old ool.icy; 

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: 

•]J-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 supplement policy 

delivered or issued for delivery in this state unless an 

outline 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 to any resident of this 

16 state. 

17 

18 

19 

20 

21 

22 

(2) (a) The commissioner shall prescribe the format 

and content of the outline of coverage required by 

subsection (1). 

{b) For purposes of this sect ion, "format 11 means 

style, arrangements, and overall appearance, including such 

items as the size, color, and prominence of type and the 

23 arrangement of text and captions. 

24 

25 

(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, 

limitations contained in the .policy; 

HB 0535/02 

reductions, and 

{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 

10 contractual provisions. 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(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 

of medicare. Except in the case 

buyer's understanding 

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 

insurance policies, the commissioner may 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 for medicare by reason of age. 

{4) The commissioner may adopt reasonable rules for 
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captions or notice requirements, determin·ed to be in the 

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) 

(e) 

single premium, nonrenewable policies; or 

other policies d~r-tl"'.erl excepted 

33-22-903t4ti§l. 

in 

(5) The commissioner may further adopt reasonable 

rules t0 govern the full and fair disclosure of the 

information in connection with the replacement of accident 

and sickness policies, subscriber contracts, or ce~tificates 

by persons eligible for medicare by reason of age. 

(6) As soon as_practicable, but no l~ter than 30 days 

before the annual effective date of a medicare benefit 

change, every entity ~roviding medicare sueE}ement 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 

cha~_g~s it has made -~.9- the medicare St.!!?P!_ement insurance 
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policy or contract." 

Section 7. Section 33-22-908, MCA, is amende<! to read: 

•JJ-22-908. Notice of free examination. tTt Medicare 

supplement policies or certificates,-etn~r-~he"-~hose-is~bed 

ptlrStl8"t-to-diree~-response-3olie±tat±o~, must have a netic~ 

prominently printed on the first page of the polic~.-or 

certificate or attached thereto stating in substance that 

the applicant has the right to return the policy or 

certificate within 16 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 to this 

sect~~~ directly to the applicant in a timely manner. 

t%t--Med±eare--8tlpp~eme~t--po±*e±e~---or---eerti£ieate~ 

±~~~e~-par~~~nt-te-~-d±reet-re~p6~~e-~el±eitation-to-persons 

e~i9ibie--fer--me~±eare--by-rea~en-o£-a9e-ma3t-h6ve-a-not±ee 

~rom±nentiy-~r±nted-on-the-fir~t-pa9e--or--attaehed--thereto 

~t~t±n9--tn--~Hb~~anee--that--the-appl±eant-has-the-right-to 

rettlrn-the-poiiey-or--certi£±eete--within--3e--day~--e£--±t~ 

~et~~~ry---and--to--have--~he--premittm--ref~nded--i£,--aEter 

examinat±on,-the-appiieant-i~-not-sati~fied-£or-any-reo~onon 

NEW SECTION. Section 8. Filing requirements for 

advertising. Every entity e~--repre~en~et±v~ providing 

medicare supplement insurance or benefits in this state 

shall provide to the commissioner for his review a copy of 

-12- HB 535 
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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 

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. 

appropriated to the state auditor's office 

There is 

from the 

insurance regulatory trust account $25,891.00 for the fiscal 

year ending June 30, 1990, and $22,697.00 foe 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 autho<ity. Any 

existing authority to make rules on the subject of the 

provisions of (this act) is extended to the provisions of 

25 [this act. I. 
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NEW SECTION. Section 12. Codification inst<uction. 

[Sections 8 and 9} are intended 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 a and 9]. 

NEW SECTION. Section 13. Saving clause. [This act 1 

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. Seve<ability. 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 in all valid 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 ~embership 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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APPROVED BY COMMITTEE 
ON APPROPRIATIONS 

HOUSE BILL NO. 535 

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 insurance policies or certificates 

must meet, minimum standards for benefits and claiRIIs 

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 nothinq 

contained in this chapter sha:l-1-a:f)piy !E.2!ies to: 

(l) life insurance; 

(2) disability insurance, _exce~ medicare supplement 

~nsur~nce ____ ~_ubject to the provis_~~s of~~~~ ]_2__!____12_<=!~!_-~; 

(3) reinsurance, except joi11t reinsurance as provided 

in 33-16-307; 

(4) insurance against loss of or damaqe to aircraft, 

their hulls, accessories, and equipment, or against 

liability, other than workers' compensation and employers' 

liability, arising out at the uw1Jerst1ip. maintenance, or use 

of aircraft; 

(5) insurance of vessels or craft, their cargoes, 

marine builders' risks, marin~ protection and indemnity, or 

other risks commonly insured under marine, as distinguished 

from inland marine, insurance policies." 

Section 2. Section 31-22-903, MCA, is amended to read: 

•JJ-22-903. Definitions. As used 1n this part, the 

following definitions apply: 

(1) "Applicant" means: 

. 2- HB SlS 
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(a) in the case ot an 1ndividual medicare supplement 

policy o.r subscriber contract, the person who seeks to 

contract for insurance benefits; and 

(b) in the case of a group medicare supplement pol icy 

or subscriber contract, the proposed certificdte holder. 

( 2) "Certificate" means a certificate delivered or 

issued for delivery in this state under a group medicare 

supplement policy ~ftat--hos--been--del~vered-or-~ss~ed-£or 

deiiwery-in-this-seate or subscriber contract. 

(3) .. Health care expenses": 

{a) means expenses of 

organ1zation associated with 

servJces that are analogous 

insucer; 

a health nta1ntenance 

the delivery of health care 

to incurred losses of an 

.DU_ does nat include home office and overhead costsw 

adve!_!~~g__costsw conunissions and other acquisition --~~~sts. 

taxes, ~ital costs, administrative costs, or claims 

processing costs. 

( 4) "Enti!.Y.: means an insurer as defined in 33-l-201, 

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

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

t3till "Medicare" means Health Insurance for the Aged, 

Title XVIII of the Social Security Amendments of 1965, as 

then constituted or later amended. 

t4till "Medicare supplement pol icy" means a group or 

-3- HB 535 

4 

s 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0535/02 

individual policy of disability insu• • .uu...:~ "-'' :.>Llll~cr iber 

contract of a health service curput ... lt J.__,n t tl...tl 1: ... .1dverlised, 

marketed, oc de!:3igned prl!Ddrlly d::> supplemeut to 

reimbursements under medic.J.re tor (ht! hospital, medical, or 

surgical expenses of persons eligible tor med1care by reason 

of age. The t~rm does not 1nclude; 

(a) a policy or contrdct of one or more employees or 

labor orgdnizations or of the trustees of a fund established 

by one or more employers or labor organizations, or 

combination thereof, for e1n~luyee~ or former employees, or 

combination thereof, or for memi.Jcr:;i or tormer memb@rs, or 

combina.t1on thereof, of the labor orgdnizat1vn~; vr 

(b) a pol1cy or contract ut dny prvfessiun<Jl, trc;~de, 

or occupational a~sociation tor 1ts mP1nbers or former- or 

retired members, oc combinatio11 thereof, if the association: 

( i) 

actively 

is composed of 

engaged in the 

1ndividuals all of whom are 

or same iJCUfe!i:;jJ(.lll, trade, 

occupation; 

(ii) has been maintaine.J 1n quod fdlth for purposes 

other thart obtaining 1nsurancc; and 

(iii) hds been in existenL·e tor .:at l~d::>t 2 yedrs. prior 

to the date of its initidl offeri11g uf the pul1~y or plan to 

its members; 

(c) individual policies oc COJllfdClS iSSued (JUrSUdlll 

to a conversion privilege Ullder " pOll L'Y OL cuntrd.ct of 
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group or individudl insurance when the group or individual 

policy or contract includes provisions that are inconsistent 

with the requiremer\tS of this part or policies issued to 

employees or members as additions to franchise plans in 

existence on April 8, 1981." 

Section 3. Sect ion 33-22-904, MCA, is amended to read: 

"13-22-904. Standards to~ 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. 

tlti!l 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 wlth applicable laws of 

this state, including the provisions of Title 33, 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; 

(f) elimination periods; 

(g) requ i cements for replacement; 

(h) recurrent conditions; and 

li) definitions of terms. 
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tit 1~1 The commissioner m..Joy .Jdupt redSOn..Jol,le rules 

that prohibit policy provi~iun::; not uU1e1wt:~e ~-~_H_·vi.tically 

authorlzed by ~tdtute that, 1 n the 0[-)llllOil of the 

commissioner, dre unjust, untdlr, dt unfatrly discriminatory 

to any person insured 01 pL"opused for covec-age under a 

medicdc-e supplement policy. 

t3till Notwithstanding any other provisions of the 

law, a medicare supplement poli\_~Y may not deny a. claim for 

losses incurred more than 6 munth~ from the effect1ve date 

of coverage for u preexisting condition. The pulicy may not 

define a preextsting cond1tion mvr~ re5tlJ.CtJ..,Iely than a 

cond1tion for which medicdl <Jrivice was given or tredtment. 

was recommended by or received trom a physic1a.n within 6 

months before the effective ddtt.~ at coverdge." 

Section 4. Section 33-22-tjOS, MCA, i~ amended to read; 

•]J-22-905. Minimum standards for benefits and payment 

of clalms rules. The com1nlssioner shall i-sst:le adopt 

reasonable rules to establish mt11imum standard~ for benefits 

and payment of claims for meU1cnre supplement policies." 

Section 5. Section JJ-12-':W6, M.CA, is amended to read: 

"33-22-906. Loss rat 10 standard::; dnd filing 

reguirl!ments -- limits <?_!_l Ll_J!~~~~~~~~on. i~L_!:ve_Ey_entity 

providing group med_icare ~~l!lt~_!!l~!~~~uc-~~-~~--be,~fi_ts_~ 

resident of this st.ate ~t!--ill _!.U~~-~-cu_Ei'_'?_!_~_master 

policy and each ct-c-ti_!ic~-~5:. u..;Pd -~-~~~.~t~':_~ with the ------
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comm iss i~!l~__!:_~- _r~ iced by 33-l-501. The filing must be 

made not !_~ss thctn bO days ]._!!._.~~vance .'?f the delivery of~ 

certificate or ~olicy to a resident of this state. 

~ Medicare supplement policies are expected to 

return to policyholders benetlts that are reasonable ln 

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 covera~ is provided by a health_mainte_!lance 

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 m~ss 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: 

~ necessary to produce an expected loss ratio under 

the policy or contract that meets the minimum loss ratio 

standards foe medicare supplement policies as established by 

rule; and 
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(b) expected to resul~ __ 111 ~-!-~S!:> r...sltu .. 11 l.~ast as 

great. as that originally anti~~P~!:~~ by -~!1e c~!t 1ty w_!)en it 

establish~_ cur re!l__i__ premlu~~ t ut tht me~~~~~e supplement 

in~£ dOC~-~~~ c::~nt rae~ 

_LlL____I!!_~--- conun iss 1 one r Shd ll b_y _ ru_~ establish the 

timing and manner .2f. ~~- E~_!"mi u!!_! ~~~t-~.!!_!:.~.:.~ entity 

providing medicare supplement ~~l!~~es or certificates in 

11~ with the commissioner its ·- ---· this state shall annualJ.Y 

rates, rat1.ng schedul~, dlld :::i~_!__l~.9__ docume!!tat ion 

demonstrat~~g that lt is 111 uJm.t.di_~~~l§: with th~ -?~l~_ca~le 

los~ ~a~__1.0 standards of this i_J~rl. __ ~!1 __ ~~ _ __!:_~~actj~g_ 

medicare supplement 1nsur~n._·t" in this .. ~td~~ f!l-~1- ~~~~~djust 

its rates more than~ TW_!t.'L ~-~~-~nd may __ ~~~-~~ust its 

rates for__ the fir::;t yedr d. _E~..!_.l~_y_ ~_____!...!.!_ __ f~....£~. exce~ 

allow_!_o_! .Eh<l!'-.9~~-~!...._fei.ler_~l l~~s-~.~~!~~-!~~IS r~lating to 

medi_~~~~.:- -~act!__ ! ~.l--~~9.__ -~_t rates dl!_~ £ati~g_ ~~~1edules must 

demonst~~~~ that ~!!e ~~tl!_al a_!'d ex£eC2_~~c!_!~:;se~_!__~_~ation 

~~~i~-~~ <;~_plie_~-'-""'~~-~_!:!__e_ rt:oq_u!_!"eme..!._!~ of _!__~~!.!...:.._ 

!i.L.__~~~~y__ .!'~~-£~~yide ___ ~s-'..!!'2~l!_~~on to its 

aqents_~r solicito~~-!hat _l_~ ~£_ea~~!-~ q~~!!.- the _ ____E_enewal 

compensd.tion thd.t would be E~~d __ on .i!.t~-~.!l~~~-~~_£_~_!j_~y_l___f____:_ 

(a) the existing pol1~y were repL.~~~Q_ _ _E~- -~nother 

policy wi~.h _the_ same insu!...!:!.~!!~ ~~ new _ _eH~i~~y ben~fits ~~ 

substantidlly similar to the ~ne.~-~~~~~l~~r the __ ~~ ~!.~£Yi. 

and 
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(b) the old __ ~ __ wa~ issued by the same insure~ or 

insurance group." 

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

"33-22-907. Disclosure standards infor.at ional 

brochure-- rules. tl) 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 supplement policy 

delivered or issued fur delivery in this state unless an 

outline 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-SOl. The 

!jling must be mad@ 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 

19 subsection (1). 

20 

21 

22 

23 

24 

25 

(b) For purposes of this section, "format 11 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 pol1cy; 

(ii) d !:itcHement of the ~·Mceptlun~. 

limitations contdined 1n the pol1cy: 

HB 0535/02 

1 edu ... :t 1 nn!:i, and 

(iil) d stateme11t ot the 1enewat pruv1~io11!:i 1ncludinq 

dOY reservation by the insuret ut a right lo chdnqe 

premiums; 

(iv) a statement that the outline ot coverage is a 

sunooary of the policy i5sued or applied for and that the 

policy should Oe consulted to determine governing 

10 contractual pr~visiOJls. 

11 

12 

13 

1 ]) The commi::;sioner m<iy prescribe by rule a standard 

form and the contents ot dll intormdttonal brvchure for 

persons eligible for medJ.care by re..15on of dqe, ~,o~hich l.S 

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

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

appropriate coverage and impruve the buyer's understand1ng 

of medicare. Except 1n tilt: ca::;;~ ut direct response 

in:;;urance policies, the conuniss1oner may require by rule 

that the information brochure be provided to any prospective 

insureds eltglble for medicdre dt the Sdme t1me the outline 

of coverage is delivered. With respecl to direct response 

insuran<.:'t! policies, the cumwissioner may require by rule 

that the prescr1bed brochure hE' provtded upon 1equest, but 

not later than the t1me ot policy delivery, to any 

prospective insureds eligible fur medicare by redson of age. 

(4) The commissioner may adupt reasonable rules for 

-10- HB 535 
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captions or not1ce rtquiremelll~, determined to be in the 

public interest d!ld de!:iigH~Li to i uform prospective insureds 

that particuldr lll:jurance •.:ol.ferdges are not medicare 

supplement coverages, for all dCcid~nt and sickness 

1nsurance pol1cies sold to persons eligible for medicdre by 

reason of age, other than: 

(a) medicare supplement policies; 

(b) disability income policiesi 

(c) basic, catastrophic, or major medical expense 

policies; 

(d) single premium, nonrenewable policies; or 

(e) other policies d~t--tned excepte~ in 

33-22-903t4t~. 

(5) The commiSSloner may further adopt reasonable 

rules to govern the full and fair disclosure of the 

information in connection with the repldc@ment of accide11t 

and sickness policies, subscriber contrdcts, oc certificates 

by persons eligible foe medicare by reason of age. 

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

before the annual effective date ~!_-~- 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 commiss1oner prescribes by rule. of the 

changes it has made to the medicare supplement insurdnce 
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policy or co~trd.ct." 

Section 7. Section J3-22-9u8, ML'A, ';, ,alht"'i.dt__-d tu read: 

•JJ-22-908. Notice of tree exdmtndtton. tit M~dicare 

supplement policies or certi[icdtt'~;-other--than-tho~e-issued 

p~r~uant-to-dtreet-re~pon~e-~oi~~it~tronr must hdve a not1ce 

prominently printed on the t 1 rst pctyt:> ot the policY:. or 

certificate or attached th~reto stattng tn substance that 

the applicant hds the right to return the policy' or 

certificate within t9 30 day~ uf 1ts delivery and to have 

the premium refunded if, atLe1 t'Xcilii.LOQtion ut the policy or 

certificate, the applicant is nut sati$fied for clOY lCa.son. 

The insurer shall~--~ --~~~_un~ mad~~~~~~~~ to this 

section directly to th~~.E.~~t __ i..n a t tm~_~y_ m.ct~~~~-':.. 

t%t--Medteare--supplement -pol~e~~~---or---eertif~eates 

i~eaed-par~aa~t-to-a-d±reet-response-~olte~trttion to-persons 

elig±~te--for--me~i:eare--by-rea~on-of ~ge-m~~t-~rtve-a-notiee 

prominentiy·prtnted-on-the-f±r~t-page--or--attaened--thereto 

statin9--in--sabstanee--tha~--th~-appi1e~nt-ha~-the-rt9ht-to 

ret~;~ rn -the- pol:- i: ey -·or-- eer t i-f ieete- -w t t n i-n-- :HI·· -dtty:!J- -of-- i:ts 

delivery --and--to---have--the--p~emiam--re~ond~d--if,--arter 

exami:nation,--the-appl:i-eent- l.:s not- sftt i ~t ted- tor -any- rll!'asol'llo •• 

NEW SECTION._ Section 8. Filing cequiremenls foe 

advertisin9. Every entity or--repr~~~nt~t~~e providing 

medicare supplement insurance ur benet its lO this state 

shall provide to the cummi$sioner tor h!S cev1ew a copy ot 
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any medicare supplement advertisLng intended for use in this 

state, whethec through wr1tten, 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 certific«te 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 cules adopted under Title 33, 

chapter 16, or this part, or both. 

NEW SECTION. Section 10. App.opriation. 

appropriated to the state auditvr's office 

There 

from 

is 

the 

insut~flCe regulatory trust account $25,891.00 for the fiscal 

year endtng June JO, 1~90, dnd $22,&~-1.00 for the t1~Cdl 

year: ending Junt! JU, 1991, fot one !;taff 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. Ext~nsion of authority. Any 

existing authority to make rules on the subject of the 

provisions of [this act) is extended to the provisions of 

2 5 l this act I . 
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NEW SEC1"ION. Section 12. Codtficdtion instruction. 

(Sections 8 and 91 are intt-n..i~d lu be Ct)ditlL~.J as an 

integral pdrt of T1tle 33, d1a.pter l.2, part ~. and the 

provisions of Title 31, chdpter l.l., p.:trt 9, dpply to 

[sections 8 and 9J. 

NEW SECTION. Section 13. Saving c t.•us~. lTh1s act) 

does not affect rights and duties tha.t matured, penalties 

that were incurred, or proceedings that were begun before 

October l, 1989. 

NEW SECTION~ Section 14. Severability. It a part of 

{this actl 1S invalid, all V.il1d pdrt.:;; that dee severable 

from the invdlid port remdlo 1n effect. It d pdrl ot [this 

actj is irwalid ir: one or mort" ,Jf its dkJpllcdtL<)n~. the part 

remain~ 1n effect tn <.1ll Vdll~l ap~l1catl.:.H>s thd.t_ are 

severable from the li1Vdlid d(.Jpltc-.--tt tons. 

~EW SEC_!_lON_:_ Section 15. Applicability. Except as 

otherwise specificctlly ~roviJeJ, [thts dCt] ap~l1e~ to every 

medico:;(e supp1emtnt policy a::J :nemLer:c.;hiiJ cc,ntract delivered 

or issued for delivery in till:~ ~ldte at-ter Octuher L 1989, 

and every certificate delivered cH issued fur delivery 

this state after October l, 1989. 

1n 

NEW SECTION. Section 16. Etfective d.ote. (Section lJ 

and this section} are effective 011 pdss~ge a11J apptoval. 

-Ettd-
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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 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 nake 

and amend reasonable rules relating to specific standards 

that medicare supple•ent insurance policies or certificates 

must m~et, minimum standards for benefits and claims 

payment, minimum standards for loss ratios, and the timing 

and aanner of premium adjustments. The legislature intends 

that the rules that the commissioner adopts to implement 

this bill be designed to allow the ca.aissioner to comply 

with the federal standards established by the Medicare 
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Catastrophic Covera9e 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: 

"ll-16-101. Application. This chapter applies to all 

insurers and alL kinds of insu~ance, except that nothing 

contained in this chapter shall-appiy ~ies to: 

(l) Life insurance; 

(2) disability insuranceL_exceE!__~edi~ar~~~~eaent 

insu r ~~~bjec~ __ to the~-~ ~-~~~J~<rtl~~~!.._1_~_.e.a r t 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 of the ownership, maintenance, or use 

of aircraft; 

(5) insurance of vessels or craft, their cargoes, 

marine builders' risks, marinf2" protection and indemnity, or 

oth~r risks commonly insured 11nder marine. as distinguished 

fro11. inland mar1ne, insurance pDl icies." 

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

•]]-22-903. Definitions. As used in this part, the 

following definitions apply: 

(1) "Applicant" means: 

. 2- HB 5lS 
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(a) in -the cd.se of an individual medicare supplement 

policy or subscriber contract. the person who seeks to 

contract for insurdnce benefits; dnd 

(b) in the case of ·a group medicare supplement policy 

or subscriber contract, the proposed certificate holder. 

(2) "Certificate•• 1neans a certificate delivered or 

issued for delivery in this state under a group medicare 

supple•ent policy ~ha~--hes--been--dei~Yere8-or-iss~ed-for 

deliwery-~n-th•s-seate or subscriber contract. 

tl) •Health care eKpenses•: 

t_~_} .aeans expenses of a health IDa in t'enance 

organization associated wi:th the delivery of health care 

services that ace analogous to incurred losses of an 

insurer; 

tb) does not inClude ba.e office and overhead costs, 

advertising costs, commissions and other dcquisition .. '-:~~ti~s~ 

taxes, ~ital costs, ad•ini.st-rative costs, or claims 

processing costs. 

14) •Ent:ity• aeans an insurer as defin_ed in 11-1-201, 

a health service corporation as de 'fined in ll_-10-101, and a 

health maintenance organization as defined in 31-11-102. 

t3t~ •Medicare• aeans Health Insurance for the Aged, 

Title XVIII of the Social Security Aaend•ents of 1965, as 

then constituted or later aaended. 

t4t1!1 •Medicare supplement policy• means a 9roup or 
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individual poltcy of disability tn:.:;ur<illl:~ "' ..1 ~··LJ;.>I..:'riber 

contract ·of <1 health service cuq.JUt..tllun tt • ..tl ~~. ~dv~llised, 

marketed, or designed pf"llndrlly d.::i supi-'1eroent to 

reimbursements under medicare tot· lh~ hospital, melilc.dl, or 

surgtcal expenses of persons eiigild~ tor medicare by reason 

of dge. The t~rm does not include: 

(a) d policy or contrdct of one or more employers or 

labor orgdnizations or of the trustees of a fund established 

by one or more emp-loyers or labor organizau.ons, or 

combination thereof, for emvluy~es or for1ner employees, or 

c0111biriation thereat, or fOr memUers or fOriner m-embers, or 

combination thereof, of the labor org.:tnizat1uns; ur 

(b) a policy or contrdct ut dllY prutesslundl. tr<.lde, 

oc occupational associdtion tor 1ts membt.>rs or turm~r Ol" 

retired members, or combino:~tion thereat, 1t the dssut.:iation: 

t i ) 

actively 

1 s composed of 

engaged 1n the 

occupation; 

Lndividudls dll 

SdiDt!- pl"Of~::i::ilvll., 

or whom 

trdde~ 

are 

0[ 

(ii) has been mAintdine..t 1n quod td.lth for purposes 

other than obtaining insurance; d.nd 

liii) has been in existen'-·e tor ..al 1t.>d::>t 2 ye.:trs prioc 

to the date of its initi.ctl otft:-ring ot ttl~ pulley oc plc:~n to 

its ae.abers; 

(c, individual pol icie!;i ur c·Ont r.:u..·t s tssued. puf"suant 

to a conversion privilege under d pol1cy or cvntrdct of 

-4- HB 5]') 
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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 1n 

existence on April 8, 1981.• 

Section 3. Section ll-22-904, MCA, is aaended to read: 

•]3-22-904. Standards for policy provisions -- rules. 

tlt A medicare suppleaent insurance policy, contract, or 

certificate in force in this state may not contain benefits 

that duplicate benefits provided by ~dicare. 

tlti!l The ca.aissioner shall adopt reasonable rules 

to establish specific standards for policy provisions of 

medicare suppleaent policies and certificates. The standards 

are in additio~ to and in accordance with applicable laws of 

this state, includin9 the provisions of Title ll, chapte~ 

22, and may cover but are not limited to: 

(a) teras of renewability; 

(b) initial and subsequent conditions of eli9ibility; 

(C) nonduplication of covera9e; 

(d) probation•ry periods; 

Ce) benefit li•itations, exceptions, and reductions; 

(f) eliaination periods; 

(9) require~nts for ceplacemeoti 

(h) recurrent conditions; and 

I i I definitions of tec•a. 
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ti'tlli The coaulllssiunt:>r m..J.y ....~oJopt 1 eusun..tlde rules 

that prOhibit pOlicy prUVL::ilUil~ II<Jl ultlt'IWl:.>C ~ •• Jel·tfically 

authorized by stdtute thdt, 1 u the Vp1111011 ut the 

commissioner, are unju::it, untatr, •JC unfairly discriminatory 

tu any person insured or propu!:>ed for coverage under a 

medicare supplement policy. 

t3tl!l Notwithstanding dny other pruvis1ons of the 

law, a medicdre supplement pc..l icy may not deny ct cL~im for 

losses incur red more than 6 ut..Jnt hs from the ef fer.t ive date 

of coverage for a preexistiug condttion. The pi.Jlicy may not 

define a preex1~t1nq coudittun m01t!' restrictively tha.n a 

cond~t1on for which medicdl ~dvice wa~ given or lt~utment 

was recoauaended lJy or rece~ved t1om a physicidn within 6 

months before the effective ddtt• ot coverdqe." 

Section 4. Section 31-21.-~US, MCA, is amended to read: 

•JJ-22-905. lliniau• sLanddcds for benefits and p4yment 

of claims rules. The coJrunt::osionec :..ih.Jll %~:Stu~ adopt 

reasonable rules to establish mtni.mum standdrds tor benefits 

and pay•ent of claims for meUtcdr~ ~upplemeut poltcies." 

Section 5. Section 33-.22-~06, MCA, ts dmend~d to read: 

"33-22-906. Loss rat H) stand • .Hds d.nd. _filinq 

reguiceaents ... __ limi~on L~-'-~e:;:nsat~~· 1q _!:;~~.~,t_entity 

pcoviding group medicare s~~lt·J~·t:~~~-.!~::>~~~~~~~ ~~~.!~~~ 

resident of this ~!.~~ .~~..:til _!!_!~--~-~opy ~~_.!he~ 

policy and each certtficate. ll~ed 1n this !:itdte ~!th~ 

-6- HB 51~ 
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coamLssioner as required -~ 13-l-501. The filinq must be 

.ade not less than 60 days 1n advance of the delivery of any 

certificate or policy to a resident of this state. 

~ Medicare supple•ent policies are expected to 

return to policyholders benefits that are reasonable 1n 

relation to the premium charqed. The coaaissioner shall 

adopt reasonable rules to establish miniaum standards for 

loss ratios of •edicare suppleaent 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 rei•burse.ent basis, 

and earned preaiuas for the entire period for which rates 

are coaputed to provide covera9e 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 .ail or aass media odvertisinq, including both 

print and broadcast advertisinq, shall be treated as 

individual policies. Every entity providing •edicare 

supple~nt insurance benefits to a resident of this state 

shall .ake pr .. iu• adjust.ents: 

ta) necessary to produce an expected loss ratio under 

the policy or contract that .eets the •ini•u. loss ratio 

standards for .edicare supple~nt policies as established by 

rule; and 
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~~~ted _!~-~--!:es~-~ 111 ..1 lus~ r..all~• ..at !east as ------- --- ------
great as that originally antic~l_,~~~~ bt -~-ht• C:~ltlt}' w!len it 

establish~_curre_!!~- pr.emi_!!!'~ rut __!.!!~ mc~~&.:iu~ ~~lement 

in_surGnce _E£!~-S!! t;~'!.!:rdc~. 

ilt___!he ___ S'E~!~sione~- shdll ~..Y _ rule establish the 

timi!!9_~~--~an~~~r ~t- th~ _ _e~~lhlu!!! ~~~~t~!!~~: £very. entity 

providing medicar~leme~u 1'"?l~~~es or cert1ficGtes in 

this state shall dnnualJ._,y ll~'E .w1t_!! the coaunissioner its 

rates, rat1ng schedul~, dlld ::;~_~_ln'] __ ~~~!!l~l:!tation 

demonstrating that __ _!':._!_~ an .-u,_l)ld G!~~~-~-~!'_l ~!"~.~!:_icable 

loss ratio standards of thi~ _t.J~~-t ._ ~-· ~~!:.1"- !~l:lacti_!!9. 

medicare supplement insur_~n~·~ i~ t~is __ std~~ ~~:t ~~9~--~diust 

its rates more thdn onee TW_!~·_r. ~_ye~--~~~~~--~~.?t adjust its 

rates for the first yeGr a_!?~! as:_y is 1n !~rce, _!!:~~~ 

allow for chclnges in feder~l ldws Q!__ !~!~!.i~~~ reldtinq to 

•edicare. Each filing at ra~e::>.~~ ratin9._ ~ch~dules must 

de•onst rate that the actua! ~-~d ~~.e_~cted .. !_~ss~~ !_'!~~at ion 

to premiums comp~s wi!!!_~!!_~ rt:?£J.U~-!~It!~~ C!! thas part. 

(4) An enti!_y_ __ may__ __ n~~-..E-~t?~ide --~~~ati~ to its 

agents o~ solicitors ~hat ___ 1_:;. ~~-~~t::>r_ !!'!~.!!. the renewal 

coapensation that would be _.E~~d __ on ~r~ ex1~~~-~'l ~!_-!.£y___ if; 

(a) the exist i.ng ~1~~1 ""!'__e~-~- !"_t:.i:l~~!:~ ~- -~notheE' 

policy with the saiDe insurer_.a!l~ ~h~-~~ i»~!~~:t_benefils are 

substantially si•ilar to the ~~-t!~~-~!l~~r the ~~-policy; 

!!!!! 

-u HD !il!i 
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( b 1 the old pol icy wcots __issued by the same insurer or 

insurance group." 

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

"JJ-22-907. Disclosure standards infor.ational 

brochure-- rules. (1) In order to provide for full and fair 

disclosure in the sale of •edicare suppleaent policies, a 

aedicare supplement policy aay 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 

tiee application is aade. The outline of coverage must be 

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

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

the outline of coverage is delivered to anx resident of this 

state. 

(2) (a) The commissioner sh~ll prescribe the format 

and content of the outline of coverage required by 

subsection Cl). 

(b) For purposes of this section, 

style, arrange•ents, and overall appearance, 

iteas as the size, color, and proainence of 

arrange•ent of text and captions. 

•torllldt" .aeans 

including such 

type and the 

(C) The outline of covera9e aust include: 

(i) a description of the principal benefits and 

-9- HB SJS 
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1 edth·t IIJn~k and 

(iii) a ~tatement ot the ,...,nt:'w.:.IIL pruVI::iion~ Including 

dny reservation by the 1nsure1 ut a right to change 

6 prem1ums; 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

l7 

18 

19 

20 

21 

22 

2l 

24 

2S 

( iv) a statement that lhe outline of covetaqe is a 

dod that the summary ot the poltcy i~sued or dpplied 

policy should be consulted to 

contr~ctudl ptuv1sions. 

fur 

detecmint! governing 

(l) The commissioner may prtscribe by rule a stdndacd 

fo~m and the COntents Ot oill infOCffidtlOndl br0Ch~re for 

persons eligible toe medicdce by r~ason of aqe. which is 

intended to improve the buyer·~ ability to ::ielect t.he most 

appropriate covecaqe and improve the buyer's understanding 

of mediccne. Except in tilt:' Cd::it! ut dice...:t response 

insurance policies, the comml!:>Sloner mcty requ1re by rule 

that the infocmation btochuce be prov!d~d to any prospective 

insureds eligible for medicare at the Sdme t1me the outline 

of coveraqe is delivered. With respe...:t to direct response 

insurance policies, the cuaur&lSSlotuar may tequ.ire by tule 

that the pcescc 1bed brochure bt lHCJVlded upon tt!'que~t. but 

not later than the time ot policy delivery, to any 

prospective insureds eligible tor medicare by redson of d()e. 

(4) The commissionec may ddupt redsonable rules for 

-10- HB SJ5 
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captions or oot1ce cequiL~mdnts, determined to be in the 

public interest caud dt:?siqned to inform. prospective insureds 

th•t particular 1nsurance ~overages dCe not medicare 

supplement covera9es, tor all dCcident and sickness 

insurance policies sold to persons eligible for medicare by 

rec.son of dqe, other than: 

Ia} medicare supplement policies; 

(b) disability incoae policies; 

(c) basic, catastrophic, or major aedic~l expense 

policies; 

(d) single premium, nonrenewable policies; or 

(e) other policies <iefined excepted in 

Jl-22-90ltft1!1· 

tS» The co .. issioner aay further adopt reasonable 

rules to govern the full and fair disclosure of the 

lnforaation in connect ion with the replacement of accid~11f 

and sickness policies, subscriber contracts, or certificates 

by persons eligible for medicare by reason of aqe. 

«61 As soon as practic~ble, but no Later than 30 days 

before the annual effective date of a .edicare benefit 

change, every entity providing •edicare suppleaent insurance 

or benefits to a resident of this state shall notify its 

policyholders, contract holders, and certificate holders, in 

~ foraat that the co.aissioner ecesccibes by rule, of the 

changes it bas aade to the ~dicare suppleaent insurance 
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policy or contract." 

Section 7. Section 3J-22-9U8. MCA, ,,, ,uul:"a.•lt.-d tu read: 

•]]-l2-908. Notice of free e¥d•indtion. tit Mtdicare 

supplt=ment pol1cies or certificdl~~, ·odter-than-tfto.:te-i:ssued: 

parsaant-to-direct -re!tpon~e -sdl tc:~ttat: ton, must hav~ a notice 

prominently printed un tht:' tir:.it puye uf the policr._ oc '-
ce[tificate or attached thereto stat1.nq in substance tnat 

the applicant has the right to return the pol icy oc 

certificate within 18 JO days ot 1ts delivery and to have 

the pre•ium retunded if, atlt:'r ~Xdfllllhttion of the policy or 

certifi.cate, the applicant 1s not satisfit!d fur d.ny t.:Cison. 

The insurer shall~--~-·-_!!:~un~ mad~~~~su-:!~~ ~Q _!!lis 

section directly to the .i:t.ppl~E_~~t- in .1 t ime!.Y_ ~hH_:_ 

tit--Medteare-- sttppleaent:- -poli:e:i:lt!"~- -- -dr-- -eertift-eat:-e:s 

i:ssaed-parsuant-to-a-di:reet~~espoft~e-~oiiestatton-to-persofts 

e-l~tJi"bte-- for- -medt-eare--by- reason-or--- dqe -lftust:- have- a -no~ tee 

pre•tnent:-iy-prtnted-on-the-first-page--or--attaehed--thereto 

s~ati:n.q-- i:n--sa.bstanee-- that---the- appt: tcant- ha:.-the- rtCJht-t:o 

ret:•rn- the-pa-li:cy-or- -ee rt I. fi:eate- -• i-t: h r n-- 36-- -dtll'f.!l- -of--ita 

8eltvery---and--to--have--the--preaiua--refund~d--if,--af~er 

ea .. tnatton,-the-appii:eant-i~-not-sati~tted-tor-any-reason.• 

NEW SECTION. Section 8. Fi 1 in9 require~~tenls fo« 

...Sve«tiaiag. Every entity or--repre~entattwe providing 

aedic~~e auppleaent insurQnce oc ben~rLts 1n this state 

shall provide to the coauai::;s•on~:• for hi!.> review d- copy of 

-12- HB 5l~ 
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any aedicare suppleaent advertising intended for use in this 

state, whether through written, rddio, or television medium. 

NEW SECTION. SecUon 9. Penalties. In addition to any 

other penalties for violations of the insurance code, the 

commissioner mdy after hearing require entities violating 

any pcovision of or rule adopted under Title 33, chapter 16, 

or this part to cease aarketin9 a aedicare suppleaent 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. 

appropriated to the state auditor's office 

There 

from 

is 

the 

insurance regul~tory trust account $25,891.00 for the fiscal 

year ending June 30, 1990, and $22,697.00 for the L1SCdl 

year endin9 June lO, 1991, for one staff position to review 

11edicare supplement insurance advertisin9, assist with 

preparation of the Medicare Supplement 

Guide, and .anitor ooapliance with 

regulations. 

Insurance 

.. ppl icable 

Buyer's 

federal 

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 .. ct). 
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NEW SECTION. Section 12. Codlf ic.ot iun anst ruction. 

(Sect ions 8 and 9 t are int~nJed to tJt- c.~o l t ~l.~d as an 

integral pAct of Title ]J, \._.lla.puH l.l.~ lJal t 'J, dnd the 

provisions of Title 33, chApte• 

(sections 8 and 9). 

21, pdrt 9, dpply to 

NEW SECTION. Section 13. s .. ving cl<tus.,. (This act) 

does not affect rights and dut1e~ that matured, penalties 

that were incurred, or proceed1ngs that were begun befoce 

October l, 1989. 

NEW SECTION. Section 14. :;.,v.,rability. If a part of 

(this act} ts invdlid, all Vdlld parts that ace s~~ecable 

froa the invalid part remain 111 ~ffect, It o pdn ot (thlS 

act) is invalid in one or more ut its .appllcation:;;, the part 

remains a.n effect in dll Vdl id applications thdt ace 

severable from the invalid a~pllcations. 

NEW SECTION. Section 15. Applicability. Except .. s 

otherwise specifically pcoviJed, lthis dCtj Qppl1es to evecy 

aedicare supplement policy and memlu~r~hip contc.:tct deliveced 

or issued for delivec~ in tt11s stdte dtter Octubec l, 1989, 

and every certificate deliver~d or 1ssued fur del1vecy in 

this state after October l, l9H~. 

NEW SECTION .. Section 16. J=:lfective dute. {section ll 

and this section! are effective un pdss.::tge and .otpvroval. 

~End-

-lq,- HB 53~ 
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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 INSURANCE MINIMUM STANDARDS TO COMPLY WITH THE 

FEDERAL MEDICARE CATASTROPHIC COVERAGE ACT OF 1988, P.L. 

100-160: PROVIDING A PENALTY roR VIOLATION OF MEDICARE 

SUPPLEMENT INSURANCE MINIMUM STANDARDS: APPROPRIATING MONEY 

TO THE STATE AUDITOR TO MONITOR COMPLIANCE: AMENDING 

SECTIONS ll-16-103 AND ll-22-903 THROUGH Jl-22-908, NCA: 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 com.issioner of insurance to ~ake 

and amend r~asonable rules relating to specific standards 

that •edicare supplement insurance policies or certificates 

•ust •~et, mini•u• standards for benefits and clai•s 

pay•ent, •inimu• standards for loss ratios, and the ti•inq 

and .anner of premiu• adjustMents. The legislature intends 

that the rules that the ca..issioner adopts to i~le•ent 

this bill be designed to allow the c~issioner to ca.ply 

with the federal standards established by the Medicare 
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Catastrophic Coverage Act of 1988, P.L. 100-160. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section JJ-16-IOJ, MCA, is aMended to read: 

•JJ-16-101. Application. This chapter applies to all 

insurers and all kinds of insurance, except that nothinq 

contained in this chapter shati-apply ~!!~ to: 

11) life insurance: 

(2) disability insurance!_~ceE! __ medicare suppl~nt 

insurance -~ubjec~ __ t_o_!~-~-~v !~ ~~~ _ __Qf __ c~~~!~_]_2_! ~rt 9~ 

( )) reinsurance,. except joint reinsurance .as provided 

in Jl-16-107: 

(4) insurance against loss of or damaqe to aircraft, 

their hulls, accessories, and equipment, or aqainst 

liability, other than workers' coMpensation and e•ployers• 

liability, arising out of the ~,wnership, maintenance, or use 

of aircraft: 

('5) insurance of vessels or craft, their cargoes, 

marine bui ldPrs' risks, mar tilt' protection and indemnity, or 

other risks comm•1nty insured undPr marine, as distinquished 

fro• inland mar1ne-, inSIJ[ance- pulicies." 

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

•]J-22-901. Definitions. As used in this part. the 

followinq definitions apply: 

ll) "Applicant• means: 

~ ?- • HB ~lS 

REFERENCE BILL 



2 

l 

4 

~ 

6 

7 

8 

9 

10 

11 

12 

ll 

14 

15 

16 

11 

18 

19 

20 

21 

22 

2l 

24 

2~ 

UB O~H/02 

Cal in thl! c .. se ot 411 i.ndavtdua,l •edicace suppleaent 

policy or subscriber contJdt:t, th~ person who seeks to 

contract for insurdlnce benet its; dnd 

(b) in the case of a qroup 11.edicare supple•ent pol1cy 

or subscriber contract, the propos~d certificate holder. 

(2) "Certit•cat~" means a certificate delivered oc 

issued for delivecy in this state under a group aedicace 

aupple.ent policy ~hat--haa--been--4eliwered-or-issued-fer 

deitwery-tn-~h•a-seate oc subscriber contract. 

(1) •Health care e•penses•: 

(a) aeans expenses of a health .ainten~nce 

orQanization associated with the delivery of health care 

secv&ces that are analogous to incurred losses of an 

insurer; 

CbJ does not include ha.e office and ove~head costs, 

advertising costs, c~iss!Q~~_and oth~c QCqulsition CD!.. I :i, 

t.a.Kes, capital costs, adai.nistcative costs,_ oc clalas 

processing coats. 

t4l •Entity• aeans an insurer as defined in ll-L-201, 

• health service cocpocation as defined in 11-l0-101, and a 

health .. intenance orq•niaation as defined in ll-ll-102. 

t3t~ •Medic•re• .eans Health Insurance for the Aged, 

Title XVIII of the Social Security Aaendaents of 196~, as 

then constituted or l~ter aaended. 

t4'i!1 •Medicare auppleaent policy• •e•ns a 9coup oc 
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indiVldUdl pol ley Ot di!:idbt! lty lU::iUI.J.Ih."c' ,11 •• 1L..:~L·r 1bec 

contCGCt ot a hedlth !:i~rvtt.:t:!' cur(..H.JI..ilt .. n lh • .~ol 1: .... lva·ILlsed, 

aaacketed, or de!iignctd pr llft..tl tly <11~ "' !..Upl-'!~m~nt 

ceiabursements under med1c.lre to• Ltat! husptt.:tl, aetitc.:tl, 

to 

or 

surq1cal ~~penses uf persons ~liq1Vle tor medlcace tiy reason 

of c~ge. The ltHm does nut 1nclude; 

{a) d policy uc <:untcdcl ut one or moce employers or 

laboc otgdnizcH 1mHi or o[ the trustet:s of o1 fund e~tabli.shed 

by one ur 

coabin.ition 

more employee~ or laboc 

th~crot, tor t'!'IApluyt-es or 

coabi.nati.on ther~uf, or tot memlJers or 

orq4niz.:tt1ons, or 

foreer e•plo~e~s, oc 

form~c members, or 

coabinatiun thercut, of the ldbl•t orqcW1Zdttuus; v1 

(b) a poltcy or contrdoct ut d.ny prote:;;;::;iolou •. d. tc4de. 

or occup.a.t ionctl dissocldti.on to' 1t~ memo~.-:;;; oc turmlt:"r or 

retired m.eabers, or a.:ombindltou thc1eof, 1t the d~:iuc&otion: 

I i I 

actively 

1.s cu•posed 

engaqcd Ln 

OCCUpdliOO; 

of 

the 

111dividudlS all or 

s..tme prufes.stuH 1 

WliOAl 

trade, 

are 

or 

(ii) has been mct.HllcHIIed tn quud t~1th toe pucpuses 

other thdu obtainanq 1nsuran~.:~.·; dnd 

(iii.) has been 10 e••~lenu: tur ..tl le<Ssl J. yecus pcioc 

to the date of its in it i.dl ut r~c inq of rttc pultcy 1H pl.c~n t.o 

ita .. .,.cs; 

(c) indivi.dUdl pol iCle!i Ul L"UOl fdL'lS lS!iUt'd (!UfSUaOt. 

to & conversion privileqe u1Hkl 4 policy Of L'VOlCd.Ct Of 

-. HB '>l'> 
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group or individual insurcance wh~n the group or individual 

policy or contract 1ncludes prov1sions that are inconsistent 

with the requireael\tS of this p.tct or policies issued to 

eaployees or aembers as additions to franchise plans jn 

e~istence on April 8, 1981.• 

Section 3. Section ll-22-904, MCA, is aaended to <ead: 

•]]-22-904. S~anda<da fo< policy p<oviaiona -- rules. 

tl) A •edicare suppleaent insurance policy, contract, or 

certificate in focce in this state .. Y not contain benefits 

that duplicate benefits provided by .edicare. 

tttill The ca..issioner shall adopt reasonable cules 

to establish specific standards for policy provisions of 

aedicare supple•ent policies and certif1cates. The standards 

are in additio~ to and in accordance with applicable laws of 

this state, includipq the provisions of Title 13, chapter 

22, and aay cover but ace not limited to: 

ta• ter.s of renewability; 

(b) initial and subsequent conditions of eligibility; 

(c) nonduplication of coveraqe; 

(d) p<Oba~ionAry periods; 

te) benefit liaitations, e•ceptions, and reductions; 

tfl eliaination period&; 

t~) requireaenta for replaceaenti 

Ch) recurrent conditions; and 

(i) definitions of tecaa. 

-5- HB 515 
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t~tlli The COIIIUDt~siont."'r lll..a'J •. uJopt Ct!.ason ... l•ic rules 

that prohibit pol i.t::y pruvta~-.;u::> uut utht:JwL .. L' ~.pt·l at ac1111lly 

authortzed by ::it.:atutt! thdl, Ill l ht! UpiUlUU ut the 

coamissione', c:t.ce unJust, unt.J 1 r •.• r unfdl.r ly dtscr tmi.natory 

to any person tnsur~t.i ur prupu::it!d for coveraqe undet a 

•edi.cdre supplellt!lll poltcy. 

titl!.l Notwl.thstdndlny dny other pcovlstons of the 

law, a medlc.ue sup(-llement pot 1cy IA.:ty not deny d cl.ti• for

losses incurred more thdn b IR•u\ths tcom tllt!' eftect1ve dclte 

of covecdqe toe a pret'!'~ttst tog ~..-·on ... hti.on. The l-lult~..-"y lad)' not 

define a pree.-:i!>tinq coudltlun mu1t! restrtL·t.iv~lv th.an 4 

coodltJon for whicll melltcdl ..t•1vice wa:;;. g•ven vr llt:"oJtlneot 

WdS recoauaendt!d lly oc teL'eiVt<d laum a phy:;ilc.i.~n within 6 

110nths before th~ effect1ve- doLt._• ot cover ... qe ... 

Section 4. St!'ct•on 33-lL-·JU-:), MCA, is dmt."nded to ret~d; 

•]J-22-905. Mini.•u• st.and . .uds for benefits dnd_payml!'nt 

of claiiDs cules. The couuRI~!>lont:"C ::>h.Jll tssae ctdopt 

lt'easonable rules to establ1sh muumum standards tot benefits 

and pay~Rent of cl.~ims for mt!'t.ll•:ale suppli!meut po) 1C1es." 

Section 5. Section 31-22-':*06, MCA, 1s cUP1.1ndeJ. to cead: 

•JJ-22-906. LOss Cdtlu standdcds and -~ il inq 

require•ents 1 i~!_~~ ~' '--':--'~~~~~~!~'!I). l ~) ~~~!" ~- ent .i. t r 

providing group lllt!dlCdre ~~.i'-i•it·mcut. _!-~~~!~nL_·~ -~_!:~!___~f~~~-.!.2._____! 

resident of this-~!~~~ sh..sll _!U~ ~.~u~jl ·~~ .. ~~ ~ 

policy and eg<.:h __ ~~.!..!!.!~~~~~ u~c.J ln tnts st~~e ~~!_!! __ the 

~ L- H8 515 
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ca.aissioner at~ requtred __ ~ .. !l:l-501. The filing •ust be 

aade not less than _00 days Jn d.d~ance of the delivery of~ 

certificate or poltcy to a cesid~nt at this state. 

ill Medicare suppleaent policies are expected to 

return to policyholder& benefits that are reasonable 10 

relation to the pce•1um char9ed. The ca.aissionec shall 

adopt reasonable rules to establish •ini•u• standards for 

loss ratioa of aedicare supple~nt policies on the basis of 

incurred claias experience or incurred· health cace e•penses, 

where coverage is provided by a health .ainte~ 

organization on a service rather than rei•burae.ent basis, 

and earned pre.iuas for the entire period for which rates 

are co.puted to provide coverage and in accordance with 

•ccepted actuarial principles and prdctices. For purposes of 

rules •dopted pursuant to this section, 8edicare supple~nt 

policies issued as a result of solicitations of individudl~ 

thro10gh the 

print and 

indivld11d 

.ail or .. as aedia advertising, including both 

bco.dcast advertising, shall be treated as 

policies. Every entity providing .. dicare 

supple.eat inaur•nce benefits to a resident of this state 

8hall .. te pr .. iua adiuat.ents: 

l•l necesaary to produce an expected loss ratio under 

the policy or contract that eeets the •iniaua loss ratio 

atandard• for aedicare a11pple.ent policies as eatabllahed by 

r10le; and 
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!..!U_~~ted -~9 ft!SUlt 111 ~ -~~~~ c..at ~~~ ... 1 1~~ 

great as thdt ~!9..!....~~.!.!-Y-~!!!..~-=·~~l~~ Uy tht• c!•t 1t'j w!~~ 

estab!_1shed -~~!.-=!!~ l!!eru~~~ fu1 

i.!!~!cUlC~ _e0~ !_~}' '-!~ C~~__! f~Ct_ 

~~~~ ••e~!i:'~!Y ~~~~ 

l_~} __ !~~- c~1~s~~~!::' _ :sh~~ 1 ~~ --~~.!..- estdllllSh the 

timi-ng_~~ -~!!~~~r ~~ ~ll_~ ~rt.:'llllU~ ~~~~t~~!!~~:_.!:very entity 

provid~ ng medicar~ -~~leme~•t l'l_)l_• ~1 es --~_!_ _ cer ~!..!j.ccJtes In 

this stilte shall d.OOucJlJ..Y 1 11~ ~_!~--~~ __ coaauss1oner its 

~ ratlnq sch~dul~~ .:slid :-;~.e.E.e.!'_!ln~-- ~~~~!~Lat ion 

de•onst rat !..!!.9_____!-_!!at _ ___! t !:_~ 111 • ·u~flld !_:!~C~ ~ l !:.ti ~~~ ~!Lea!!~ 

loss ratio stand.:u-d~ ~f_ _ _!.h_~ ::- .P'"'' L . ___ ~1___ ~!!!..!.~l' ~L"n~_!~g_ 

.edicdlre supplement _ _!nsur'!nce in t_!!~_ ~td!_t: m~y ~~~~ -~djust 

its r~~~:;i __ •o~_thcJn tu'lce ~t'---·t ~c~--~~ld lndj' __ ~~~ ~t!_just its 

~!__~--~~-U.rs!..__l:~-~-ll~!_l~.Y ~ _ _!~- torct!,_ ~~ce~ 

allow _fo~ shcan__9es .. ~'!..!eder~l L:~~s 2.!_ !~~~~~~·~!. !~lat1nq to 

~dic~re. Eac!!_ _ _li_!_l!!g__~ rate~~~ rdl~.!_!!9.-!.£~~du!es aust 

de-.onstrate th.a~_the_~~_!:ua! 4~d t!'X~~cted !~~!~-~~ __ relation 

to pre11i_u11s_ complie~-~-~~-~-~~ r~'-lu~-!~~_!!Ui q! _!:_~~~!..!...!. 

l!L~~!!Y__IDdy_ !1~!. _e~o~ide __ cumpea!~~~ to its 

a9ents o~ _solicitor~---~hd~ a:, ~~~~~-- ~~!~!!. th~ renew•l 

~nsat ion ttwt would be E~ ad_ on ~~ ~!!~~ ~-!!':1... ~!...~_J.!.:.. 

CAl the exist i.ng j?O_!_~~-y ~!!!_~. !~~~~~~~ ~-~~ 

221icx with the_saaae insu!~~ ~!""!~ ~-~ -~~ ~~1~·_y benefits •re 

aubatantially si•llar to th~ ~~~!~f!~~-~~~~~~ ~~~~~--policy; 

~ 
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(b) the old policy WdS _!~~ed _ _!!l'__!_!!~_saae insurer or 

insurance 9l"OUP~_ .. 

~tk)n 6. Section ll-22-907, MCA, is aaended to read: 

"ll-22-907. Diecloaure ataDdarda inforaat iona 1 

5 bcocbure -- ~ules. (1) In order to provide foe full and faic 

6 disclosure in the sale of •edi.cace suppleaent policies, d 

1 .edicare suppleaent policy .ay not be delivered or issued 

8 for delivery in this state and a certificate aay not be 

9 deliveced pursuant to a group •edicare supplement policy 

10 delivered or issued foe delivecy in this state unless an 

11 

12 

outline of coverage is delivered to the applicant at the 

ti.e application is .ade. The outline of coverage aust be 

ll filed with the ca..issioner as cequired by ll-1-501. The 

14 filing aust be aade at least 60 days in advance of the date 

lS the outline of coverage is deliveced to any resident of this 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

~ 

12 I (a) The comaissioner shall prescribe the for.at 

and content of the outline of covecage required by 

aubsec~ion (1). 

(b) Foe pucpoaes of ~his section, •toraat• aeans 

style, arranqeaents, and overall appearance, including such 

ite.a as the size, color, and pca.ineoce of type and the 

~rcange.ent of text and captions. 

(c) ~he outline of coverage aust include: 

I il a deacciption of the pcincipal benefits and 
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cover~ge pcovtded 10 the pol1cy; 

(iii d statement of the ~~xct->p( 1on:.... l~du,·l11Jil:i, and 

li•itations contd.ined in the polt..:y; 

(iiJ.) d ~totement ut the tt"llt:!'W4l pcov.l:i1UII!;i. including 

.tny reservat1on tJy the J.llSIIrc& ut a r H)ht to change 

6 pcera1ums; 

7 (J.V) a stdtem~nt thdt tt1e outlllle of cover.tge is a 

8 ~ummacy of the poltcy l~$ued uc dppited for dOd that the 

9 policy should b<! t:unsu It ed to detec~~ne govern1n9 

LO contcctctudl l-JruvJ.~lUII$. 

II ( 3) The L'OIDml~:Jloner muy pct~l:r ~be by rule <1 Sld.Odticd 

12 tocm ctnd the contents ot •. ul intocmdllondl bruchure tor 

13 persons eiiqJ.ble tor n1edu..:a.ce by rt:a:=.on ot ayt. ,.hi.ch is 

14 intended to uuprove the buye1 's abtli.ty tu ';ieleLt the •ost 

15 appropri.dte coverage a.nd improve the buyer's understand1n9 

16 

11 

18 

19 

20 

21 

22 

ll 

2t 

2!:> 

of m.edl.cd.re. Except 1 n 1 tte cas~ vt J 1 c tl.!t c esponse 

insurance poliL:1es, the cunun.ss1unt:r n•cty requ~re by rule 

that the infornklt ion bruchult::' Ut.• lHOVlde..J t..J any pruspective 

insureds el i.gible tor medi.cdre .=.t the Sdffit:' 1 1mt" the outline 

of coverage is del1vere•J. Wlth 1espeLt tu dtce~.:t cesponse 

insurance pollctes, th~ cuuulltssJ.oru:!r mdy r~qut re by rule 

that the prescr 1bed brochure bt:" provllied UJX.HI a=quest, but 

not later thdo the time ut pulH;y delavecy, to any 

pcoapective insuceds eliytble tur med1care by red~un of aqe. 

(4) The coiiUili.ssione' may advvt redsonablt! rules for 

IU HB ~l!:> 
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captiona oc nottce ..-t!quJtt:au~uts, detecalned to be in the 

public interest Qnd d~si.gned to infor• prospective insureds 

tbat p.arttCUldC Int~~urAnce covec,ag~s .tee not •ed.ic.dre 

supple•ent coverd9es, for all dCc ident and sickness 

insur.dnce pol1cies sold to pecsons eli9ible for aedicare by 

redson of aqe, other than: 

cat •edic~re suppleaent policies; 

(b) disability inca.e policies; 

(c) basic, cat•atrophic, or .ajar aedic41 expense 

policies; 

(d) sinqle pceaiu•, nonrene~ble policies; or 

(e) other poliCieS oiehfted excepted in 

))-22-90lt4ti!l· 

(S» Tbe c~issioner aay further adopt reasonable 

rules to govern the full and fair disclosure of the 

infor.ation ln connection with the ceplace•ent of dn:idcul 

and sickness policies, subscriber contracts, or certificates 

by persons eliqible for aedicace by reason of a9e. 

C6J As soon as practicable, but no later than 10 daxs 

before the annual effective date of _a •edicare benefit 

cban9e, every entity providing .. dicare supple~nt insurance 

or benefits to • resident of this state shall notify ita 

policxho~dere, contract holders, and certificate holders, in 

a for-at that the ca..issioner presccibes by rule, of the 

changes it has .ade to the ~dic•re supple~nt insurance 
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policy or contcac-t.•• 

Section 7. s~ct1on Jl-:l2-'JUtl, ML'A. ,_, .(lut'~o•h:.J lu ceild: 

•JJ-22-9118. Motice of tree e•a•lndl.aon. ttt M~~.Hca1e 

supplement polici~s or cect 1t ,,·at~~i -other-tftan~~fto~e-t-ssae.t 

pttr!ltsll!llnt:-to-di-reet rt!'!tpon~~ !toltetratton-.- must hdvt! a notice 

pcom.anently pr1nted un the t .ar~t V"*Ye ut lh~ lKllic~ e.!_ 

cert!_!icat~ or attdch~d lhe,eto stoat 1ng 1n substdnce that 

the applicant hd~ the r tqht to return the pol i.cy oc 

certificate within tQ ~~ ddy~ ot tts delivery dud tl) have 

the premium cetunded 1f. atL~r ex.J.IUtndtion ot the voti.cy oc 

certtflcate. the c;t,ppllcanr 1s uot s.Hi::ifi.t!U fur dOY '~a~on. 

The 1nsurer shall~ ~ ___ !"~~~~--~~~ i.:'':!r~-~~n~_ to this 

sect lou dicect!_y_!_Q_~~~-~~~~~~t ~~-~!:.!..l. ~!~!~..:. 

tit--Med•eare--sappieaent--poltetes- -or---eerttr~eatea 

tssued-pursttant-to-a-dtreet-respofts~-~oltcttatton-to-persona 

el itible-- tor- -•edteare- -by- rea:soft-ot aqe-aust -haye--a-not i-ce 

pra.lnently-printed-on-the-ttr:s~-page--or--attaehed--tftere~o 

•tati:ng-- in--sabst<~~nee-- that- -the- appt t eant ·· ha:!t- the-- riqht -t:o 

retarn-the-pol iey-or- -cert: i- fieot:e- -wt-ttn n- ··:Itt -days- -ot- -i-ta 

deitvery---aftd--ee--have--tfte--preaiua--retunded--if;--afeer 

ea .. taation 1 -tfte-apptieant-t-5-not-satt~tsed-tor-afty-reason." 

HEW SECT ION. Section 8. ~· i I i nq tt!'quirt=-.ents foe 

Advectlaiog. Every ~ntity or--repre~entatt-e pcoviding 

.edic.are aupple•ent insucd.nct! oc ben~t lt~ 1n this st•te 

shall provide to the coiiUIIi::>sJon~ 1 t 01- hi~ revu~w d. copy of 

·12- Ull !il!i 
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any aedicare supple.ent advertlSlnq intended for use in this 

state, whether throu9h wc1tten, radio, or television mediuiD. 

NEW SECTION. S.C:tion 9. Pe~W1ties. In ,.ddition to any 

other penalties for violations of the 1nsurance code, the 

ca..issioner -.y after hearing f"equire entities v1olatinq 

any provision of or rule adopted under Title 33, chapter 1&, 

or this part to cease .arketing a .edicace supple.ent policy 

or certificate" in this state that is related directly or 

indirectly to the violation or take such action as is 

necessary to coaply with the provisions of Title ll, chaptec 

16, or this part or the rules adopted under Title 33, 

chapter 16, or this part, or both. 

NEW SECTIOII. SectiOn 10. App<opciatlon. 

appropriated to the state auditor's office 

There 

from 

lS 

the 

insurance cegulatory trust account $25,891.00 for the fiscal 

year f!nding June )0, 1990, .a.nd $22.697.00 for the ll::.\.·....tl 

year ending June 30, 1991, for one staff position to review 

.edicare suppleaent insurance ddvertising, assist with 

preparation of the Medicare Supple•ent 

Guide, and .onitor ca.pliance with 

regulations. 

Insurance 

applicable 

Buyer's 

federal 

NEW SECTION. Section 11. t:&tension of autbo<ity. Any 

e~isting •uthority to .ake rule~ on the subject of the 

provisions of (this act) is extended to the provisions of 

I this act J, 
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NEW SECt' ION. Section 12. <.:u.hf ic•t ion LnsLruct.ion. 

{Section5 8 and 9l are intt:'shito"d tu lit- c\.dlr ,,.J as an 

integral part uf Ttlle ll. dsdpl~r 22, pdll 'J, dOd the 

provisions of T~t1e 11, chdpter 

(sections 8 and 91. 

22, pc:~rt 9, dpp1y to 

Nt:W SEC'riON, Section 13. Savinq cl,."""· ITh1s act) 

does not affect rights and dull~~ that matured, penalties 

that were incurced, oc proc~edtnqs that were bequn before 

OCtober 1, l 98~. 

~St:C'!'_lUN" Section 14. SeveubiiLty. u a pdrt ot 

(this actl 1s invdlid, d11 V4Jtd p.art~ Lhal ace sev~rable 

fcOCD the invdlid p4rt remd..ln 10 ~tr:ect. l t .:~ (ld' L ot I this 

act} is iova.l1d 10 one oc matt:" vt 1ts dpp1tLdllun~. th~ p4rt 

cema1ns 10 effect 10 <ill Vdlld appllcdltun::>. th.at d.re 

severable from the 1nva.lid <JppllC~llons. 

NEW SECTION. Section 15. Applic,.bilaty. Exc~pt as 

otherwise spectfically prov1J~J. {Ltlts dCtj .:~v~11es to every 

aedicace supplement policy and me111i.Jer::»hqJ cunt1.ict delivered 

or issued for delivery in tl1ts ~Ldte att~r Octob~r 1, 1989, 

and every celtificate dellvtred uc l~$ued fur delivery in 

this state .dter October 1, l'Jti-1. 

NEW SECTlON. Section 16. t:tt .. cliv" d.ate. I Sect ion ll 

and this sectionl .are efte ... :t1ve uu pdSs..aqt;' .111J dpprovdl. 

-t::nd 
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