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Hanje BILL NO. %—r

eRODPCED BY 7' ' [¢ \Jk(?gh—(lﬂ\u

BY REQUEST OF THE STATE AUDITOR

Z-
B BILL FOR AN ACT ENTITLED

LLY REVISING
Lsarizereiad
LAWS RELATING TO M%PI%&RE suaPLEnENT I RANCE; REVISING
N
MEDICARE SUPPLEMENT INSURANCE Mlnrﬁun STANDARDS TO COMPLY
WITH THE OMNIBUS BUDGET RECONCILIATION ACT OF 1990, PUBLIC

LAW 101-508; AMERDING SECTIONS 33-22-902, 33-22-903,

33-22-904, 33-22-905, 33-22-906, 33-22-907, 33-22-%03,

331-22-910, AND 33-22-911, MCA; AND PROVIDING AN IMMEDIATE

EFFECTIVE DATE."

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

Section 1. Section 33-22-902, MCA, is amended to read:

»33-22-902. Purpose. The purpose of this part is to

establish minimum standards for medicare supplement

tnsuranee policies and certificates and to establish a

regulatory program that meets the requirements of Public-baw
95~2657-the—Soeiai—Seeutity-Binabiitty-nnend-ents—-e!-—iDBBv

appreved-dune-97-1386 42 U.S.C. 1395as{p)}(l)(A)."

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:
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{a) in the case of an individual medicare supplement

policy or--subseriber—-contrack, the person who seeks to

contract for insurance benefits; and

{b) in the case of a group medicare supplement policy

osr-subseriber-coneract, the proposed certificate holder.

(2) "Certificate"™ means a certificate delivered or

issued for delivery in this state under a group medicare

supplement policy or-subscriber-contract.

{3) "Certificate form" means the form on which the

certificate is delivered or issued for delivery by the

issuer.

t31(4)
33-1-201, a

"Entity" means an insurer as defined in

health service corporation as defined in

33-30-101, and a health maintenance organization as defined
in 33-31-102.
t43{5)

(a) means expenses of a health maintenance organization

"Health care expenses™:

associated with the delivery of health care services that

are analogous to incurred losses of an insurer;

{b) does not include home cffice and overhead costs,
advertising costs, commissions and other acguisition costs,

taxes,

capital costs, administrative costs, or claims
processing costs.
(6} *“Issuer" includes insurance companies, fraternal

benefit societies, health care service plans.,

HB YoS
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maintenance organizations, and any entity delivering or

issuing for delivery in this state medicare supplement

policies or certificates.

1+54(7) “"Medicare" means Health Insurance for the Aged,
Title XVIII of the Social Security Amendments of 1948, as
then constituted or later amended.

+63(8) “Medicare supplement policy” means a graup or
individual policy of disability insurance or a subscriber

contract of a health service corporation, other than a

policy issued pursuant to a contract under 42 U.S5.C. 13951

or 1395mm, or a policy issued under a demonstration.project

authorized pursuant to amendments to the federal Social

Security Act, 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-sf-age. The term. dces 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 oOfr labor organizations, or a

combination thereof of employers, organizations, and

trustees, for employees or former employees, or a

combination thereef of current and former employees, or for

members or former members, or a combination thereof of

current and former members, of the labor organizations; or
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thy--a-poticy-or-contract-of-any-profeaaionals;-tradey-or
occupationat--asseciation——-for--its--members--or--former--or
retired-nembers;-cr-combinaktion-therecfy-tf~-the-asscciations

tiy--is-composed-of-individuais-ati-of-whom-are-actively
engaged-in-the-same-—professiony-tradey-or-eecupatie: ;

triy-has——been—-maintained--in--good--faith-for-purpanes
other-chan-sbtaining-insurancer-and

titiy-has-been-in-exiatence-for-at-ieast-2--years——prisr
to-the-date-of-ita-initiat-offering—of-the-poticy-or-pian-rc
tts-memberss

te¥(b)} individual policies or contracts issued pursuant
to a conversion privilege under a policy or con.:zct of
group or individual insurance when the group or inc. viduszl
policy or contract includes provisions that are inco:. 'stent
Wwith the requirements of this part or policies is:ied to
employees or members as additions to franchise plans in

existence on April 8, 1981.

(9) "Peclicy form" means the form on which the policy is

delivered or issued for delivery by the issuer."”

Section 3. Section 33-22-904, MCA, is amended to read:
*33-22-904. Standards for policy provisions —-- rules.
{1) A medicare supplement imsurance policyr—-eemtract; or

certificate 1in force in this state may not contain benefits

that duplicate benefits provided by medicare.

{2) The commissgioner shall adopt reasonable rules to

—4-
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establish specific standards for policy provisions of
medicare supplement policies and certificates. A requirement

of this code relating to minimum reguired policy benefits,

other than the minimum standards contained in this part, may

not apply to 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) benefit limitations, exceptions, and reductions;

(£) elimination perioda;

{g) requirements for replacement;

(h) recurrent conditions; and

(i) definitions of terms.

{3) The commissioner may adopt feasonable rules that

prohibit policy or certificate provisions not otherwise

specifically authorized by statute 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 or certificate.
{4) Notwithstanding any other provisions of the law, a

medicare supplement policy or certificate may not deny—-a
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ciaim exclude or 1limit benefits for losses incurred more

than 6 months from the effective date of coverage fer

because it involved a preexisting condition. The policy or

certificate 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.

(5} The commisaioner may adopt rules necessary to

conform medicare supplement policies and certificates to the

requirements of federal law and federal requlations,

including but not limited to rules:

{a) requiring refunds or credits if the policies or

certificates do not meet loss requirements;:

{b) establishing a uniform methodology for calculating

and reporting loss ratios;

{c¢) ensuring public access to policies, premiums, and

loss ratic information of issuers of medicare supplement

inaurance;

(d) establishing a process for approving or

disapproving policy forms and certificate forms and proposed

premium increases; and

e eastablishing a licy for holdin ublic hearings

pPrior to approval of premium increases.*

Section 4. Section 13-22-905, MCA, is amended to read:

-6~
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"33-22-905. Minimum standards for benefits and payment
of claims -— rules. The commissioner shall adopt reasonable
rules to establish minimum standards for benefits, and

payment of c¢laims, marketing practices, compensation

arrangements, and teporting practices for medicare

supplement policies and certificates.”

Section 5. Section 33-22-906, MCA, is amended to read:
"33-22-906. Loss ratio standards and filing
requirements -- limits on compensation. ti}-Every-entity
providing-group-medicare-suppliement-insurance-benefita-to--a
resident—-of--this——scate--shall-——fite--a-cepy-of-the-master
poticy-and-each-certificate-uned——in——this--state--with-—-the
commiasstoner--as--required--py--33-3-507-Fhe-£iting-must-be
made-not-iess-than-60-days-in-advance-of-the-detivery-of-any
certificate-or-poitcy-to-a-resident-of-this-scatex

t25{1l) Medicare supplement policies and certificates

are-—expected-£o must return to policyholders or certificate
holders 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 and certificates on the basis

0of 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

_7_
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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 and certificates issued as a result of

solicitations of individuals through the mail or mass media
advertising, including both print and broadcast advertising,
shaii must be treated as individuat group 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 contraet certificate that meets the minimum
loss ratic atandards for medicare suppiement policies and
certificates as established by rule; and

{b}) expected to result iﬁ a loss ratio at least as
great as that originally anticipated by the entity when it
established current premiums for the medicare supplement
insuranee policy or eontraet certificate,

¢3%(2) The commissioner shall by rule establish the
timing and manner of the premium adjustments. Every entity
providing medicare supplement policies or certificates in
this state shall annually file with the commissioner its
rates, rating schedule, and supporting documentation
demonstrating that it is in compliance with the applicable
logs ratio standards of this part. An entity transacting

medicare supplement insurance in this state may not adjust

_8_
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its rates more than twice 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 requlations relating to
medicare. Fach filing of rates and rating schedules must
demonstrate that the actual and expected losses in relation
to premiums complies with the reguirements of this part.

t4¥(3) An entity may not provide compensation to its
insurance producers that 1is greater than the renewal
compensation that would be paid on an existing policy or
certificate if:

{a) the existing policy or certificate were replaced by
another policy or gertificate with the same ingurer and the
new poiiey benefits are substantially similar to the
benefits under the old policy or certificate; and

(b) the old policy or certificate was issued by the

same insurer or insurance group."

Section 6. section 33-22-307, MCA, is amended to read:
*33-22-907. Disclosure standards - informational
brochure -- rules. (1) In order to provide for full and fair
digclosure in the sale of medicare supplement policies and
certificates, a medicare sBupplement 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
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the applicant at the time application is made. The outline
of coverage must be filed with the commissioner as regquired
by 33-1-501. The filing must be made at least 60 days in
advance of the date the outline of coverage is delivered to
any resident of this state.

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

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

(c) The outline of coverage must include:

(i) a description of the principal beﬁefits and
coverage provided in the policy or certificate;

(ii) a statement of the exceptions, reductions, and
limjtations contained in the policy or certificate;

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

.

premiums and disclosure of the existence of any automatic

renewal premium increases based on the policyholder‘s or

certificate holder's age;

{(iv}) a statement that the outline of coverage is a
summary of the policy or certificate issyed or applied for

and that the policy or certificate should be consulted to

_10-
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determine governing contractual provisions,

(3) The commissioner may prescribe by rule a standard
form and the c¢ontents of an informational brochure for
persons eligible for medicare by-reason-of-age, which is
intended to improve the buyer's ability to select the most
appropriate coverage and improve the buyer's understanding
of medicare. Except in the case of direct response insurance
policies, the commissioner may require by rule that the
information brochure be provided to any prospective insureds
eligible for medicare at the same time the outline of
coverage is delivered. With respect to direct response
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-cf-age.

{4} The commissioner may adopt reasonable rules for
captions or notice requirements, determined to be in the
public interest and designed to inform prospective insureds
that particular insurance coverages are not medicare
supplement coverages, Ffor all accident and sickness
insurance policies sold to persons eligible for medicare by
ceason-af-age, other than:

(a) medicare supplement policies or certificates;

(b) disability income policies;

{(¢) basic, catastrophic, or major medical expense
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policies;

{d) single premium, nonrenewable policies; or

{e) other policies excepted in 33-22-903{63(8).

{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
policiesr—subseriber-contractsy or certificates by persons
eligible for medicare by-reason-cof-age.

(6) As soon as practicable, but no later than 30 days
before the annual effective date of a medicare benefit
change, every entity providing medicare supplement insurance
or bhenefits to a resident of this state shall notify its
policyholdergr-contracet-hotdersy and certificate holders, in
a format that the commissioner prescribes by rule, of the
changes it has made to the medicare supplement insurance

policy or econtraet certificate."
Section 7. section 33-22-908, MCA, is amended to read:
*33-22-908. Notice of free examination. Medicare
supplement policies or and certificates must have a notice
prominently printed on the first page of the policy or

certificate or attached therete to the policy or certificate

stating in substance that the applicant has the right to
return the policy or certificate within 30 days of its
delivery and to have the premium refunded if, after

examination of the policy or certificate, the applicant is
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not satisfied Ffor any reascn. The 4insurer issuer shall pay
any refund made pursuant to this section directly to the

applicant in a timely manner."
Section B. Section 33-22-910, MCA, is amended to read:
™33-22-910. Filing requirements for advertising. Every
entity-providing issuer of medicare supplement insuranece--or

penefits policies or certificates in this state shall

provide to the commissioner for his the commissioner's

review or approval a copy ©of any medicare supplement
advertising intended for use in this state, whether through
written, radio, or television medium,"

Section 9. Section 33-22-911, MCA, is amended to read:

"33-22-911. Penalties. In addition to any other
penalties for violations of the insurance code, the
commissioner may after hearing require entities issuers
Qiclating any provision of or rule adopted under Title 313,
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 sach
action as that ie 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. 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

_13_
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act] is invalid in one or more of its applicationsa, the part
remains in effect in all wvalid applications that are
severable from the invalid applications.

NEW SECTION. Section 11. Effective date. [This act] is
effective on passage and approval.

-End-
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AYPROVED BY COMM. ON BUSINESS
AND ECONOMIC DEVELOP MENT

HOQQ& BILL NO %S'

_INTRODYCED BY 4 / "/(’,_‘,v JA( p R an, 453[(&&___

BY R EST OF THE STATE AUDITOR

£
A BILL FOR AN ACT ENTITLED.

LLY REVISING
LeranTooretiod
LAWS RELATING TO HEP SARE SUP,PL,EMBNT Igﬁmnca; REVISING
‘»

MEDICARE SUPPLEMENT INSURANCE HINTﬁUH STANDARDS TO COMPLY
WITH THE OMNIBUS BUDGET RECONCILIATION ACT OF 1990, PUBLIC
LAW 101-50B; AMENDING SECTIONS 33-22-902, 33-22-903,
33-22-904, 33-22-905, 33-22-906, 33-22-907, 33-22-908,
33-22-910, AND 33-22-911, MCA; AND PROVIDING AN IMMEDIATE

EFFECTIVE DATE."

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE GF MONTANA:
Section 1. section 33-22-902, MCA, is amended to read:
"33-22-902. Purpose. The purpose of this part is to

establish minimum standards for medicare supplement

tnsurance policies and certificates and to establish a

regulatory program that meets the requirements of Fubiic-haw
96-2657-the-Sectai-Gecurity-Binability-Amendments-—-of--19807

aApproved-dune-9,-1988 42 U.S.C. 139Sss(p){1)(A)."

Section 2. Secticn 131-22-903, MCA, is amended to read:
“33-22-903. Definitions. As used in this part, the
following definitions apply:

{1) "Applicant” means:
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{a) in the case of an individual medicare supplement
policy er--submeriber--contract, the person who seeks to
contract for insurance benefits; and

(b} in the case of a group medicare suppiement policy
er-aubscriber-eontraet, the proposed certificate hoider.

{2) "Certificate™ means a certificate delivered 6:
issued for delivery in this state under a group medicare
supplement policy er-subseriber-contract.

(3) “"Certificate form™ means the form on which the

certificate is delivered or issued for delivery by the

issuer,

t3>{4) “Entity" means an insurer as defined in
33-1-201, a health gervice corporation as defined in
33-30-101, and a health maintenance organization as defined
in 33-31-102.

t43({5) "Health care expenses":

(a) means expenseas of a health maintenance organization
associated with the delivery of health care services that
are analogous to incurred losses of an insurer;

(b) does not include home coffice and overhead costs,
advertising costs, commissions and other acquisition costs,
taxes, capital costs, administrative costs, or claims

processing costs.

(6) “Issuer" includes insurance companies, fraternal
benefit societies, health care_ service plans, health

HB 465
SECOND READING
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maintenance organizations, and any entity delivering or

issuing for delivery in this state medicare supplement

policies or certiticates.

£5¥{7) "Medicare" means Health Insurance for the Aged,
Title XVIIL of the Social Security Amendments of 14965, as
then constituted or later amended.

+6%+(8) "Medicare supplement policy” means a group or
individual policy of disability insurance or a subscriber

contract of a health service corporation, other than a

policy issued pursuant to a contract under 42 U.S.C. 13951

or 1395mm, or a peolicy issued under a demonstration project

authorized pursuant to amendments to the federal Soccial

Security Act, 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-resson-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 a

combination thereaf of employers, organizations, and

trustees, for employees or former employees, or a

combination thereof of current and former employees, or for

members or former members, or a combination thereof of

current and former members, of the labor organizations: or

-3~
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tby--a-poticy-or-contract-af-any-preofessionai;-tradey-or
occupationai--association--for--its--membera--or--former—-or
retired-membersr-or-combination-thereof;-tf-the-anneciations

ti}--is-composed-of-individuais-ati-of-whom-are-actively
engaged-in-the-same-preofessiony-trader-sr-secupations;

{it}-has--been--maintained--in--good--faith-for-purposes
ether-than-obtaining-insurancer—and

titiy-has-been-in-existence-for-at-ieant-2--years--prios
to-the-date-of-ita-inttial-nffering-of-the-poticy-or-pian-te
tts-memberss;

ted(b) individual policies or contracts issued pursuant
tc a conversion privilege under a policy or contract of
group or individual insurance when the group or individual
policy or contract includes provisions that are inconsistent
with the requirements of this part or policies issued to
employees or members as additions to franchise plans in
existence on April 8, 1981.

{9) "Policy form" means the form on which the policy is

delivered or issued for delivery by the issuer."

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

®33-22-904. Standards for policy provisions -- rules.
(1) A medicare supplement insurance policyy--contract; or
certificate in force in this state may not contain benefits
that duplicate benefits provided by medicare.

{2) The commissioner shall adopt reasonable rules to

-4~
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establish specific standards for policy provisions of
medicare supplement policies and certificates. A requirement

of this code relating to minimum reguired policy benefits,

other than the minimum standards contained in this part, may

not apply to 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 52, and may cover but are not limited to:

(a) terms of renewabillity:

(b) initial and subsequent conditions of eligibility;

(¢) nonduplication of coverage;

{d) probationary periods;

(e} benefit limitations, exceptions, and reductions;

{£) elimination periocds;

{g) requirements for replacement;

{h) recurrent conditions; and

(i} definitions of terms.

{3} The commissioner may adopt reasonable rules that

prohibit policy or certificate provisions not otherwise

specifically authorized by statute 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 or certificate.
(4) Notwithstanding any other provisions of the law, a

medicare supplement policy or certificate may not deny--a

_5_
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ctaim exclude or limit benefits for losses incurred more

than 6 months from the effective date of coverage for

because it involved a preexisting condition. The policy or
certificate may not define a preexisting condition more
restrictively than a conditicn 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.

(5) The commissioner may adopt rules necegssary to

conform medicare supplement policies and certificates to the

requirements of federal law and federal requlations,

including but not limited to rules:

{a) requiring refunds or credits if the policies or

certificates do not meet loss requirements;

{b) establishing a uniform methodology for calculating

and reporting loss ratios;

{c) ensuring public access to policies, premiums, and

loss ratio information of issuers of medicare supplement

insurance;

{d} establishing a procesas for approving or

disapproving policy forms and certificate forms and proposed

premium increases; and

le) establishing a policy for holding public hearings

prior Lo approval of premium increases.”

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

-H-



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

25

LC 0887/01

"33-22-905. Minimuwm standards for benefils and payment
of claims —- rulea. The commissiconer shall adopt reasconable
rules to establish minimum standards for benefits, and

payment of claims, marketing practices, compensation

arrangements, and reporting practices for medicare

supplement palicies and certificates,”

Section 5. Section 33-22-906, MCA, is amended to read:
"33-22-906. Loss ratio standards and filing
requirements -— limits on coapensation. ti}-Bvery-enticy
providing-greup-medicare-suppiement-insurance-bencfits-to--a
restdent--of--this-—-scate--shaii--£ite--a-copy-of-the-master
peticy-and-each-certificate-used--in--this--state--with--the
commissioner--as--required--by--33-1-501.-Phe-fiting-mast—be
made-not-less-than-60-days-in-advance-of-the-detivery-of-any
eertificate-or-poiicy-to-a-restdent-of-this-astates

t24(1) Medicare supplement policies and certificates

are--expected-te must return to policyholders or certificate
holders 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 and certificates 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
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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 and certificates issued as a result of

solicitationas of individuals through the mail or mass media
advertising, including both print and broadcast advertising,
shat} must be treated as individuai rou 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 pclicy or contract certificate that meets the minimum
loss ratio sgtandards for medicare supplement pclicies and
certificates as established by rule; and

{b) expected to result in a 1lposs ratio at least as
great as that originally anticipated by the entity when it
established current premiums for the medicare supplement
tnsurance policy or contract certificate.

t33{2) 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 commissicner its
rates, rating schedule, and supporting documentation
demonstrating that it is in compliance with the applicable
losas ratio standards of this part. An entity transacting

medicare supplement insurance in this state may not adjust
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its rates more than twice 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 relating to
medicare. FEach filing of rates and rating schedules must
demaonstrate that the actual and expected losses in relation
to premiums complies with the requirements of this part.

t4%(3) An entity may not provide compensation to its
insurance. producers that 1is greater than the renewal
compensation that would be paid on an existing policy or
certificate if:

(a) the existing policy or certificate were replaced by
another policy or certificate with the same insurer and the
new policy benefits are substantially similar to the
benefits under the old policy or certificate; and

(b) the old policy or certificate was issued by the

same insurer or insurance group."

Section 6. Section 33-22-907, MCA, is amended to read:
*33-22-907. ODisclosure standards - informational
brochure -~ rules. (1) In order to provide for full and fair
disclosure in the sale of medicare supplement policies and
certificates, 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 gqgroup

medicare gupplement policy delivered or issued for delivery

in this state unless an outline of coverage is delivered to
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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 state.

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

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

(€) The outline of coverage must include:

(1) a description of the principal benefits and
coverage provided in the policy or certificate;

[ii) a statement of the exceptions, reductions, and
limitations contained in the policy or certificate;

(iii) a statement of the renewal provisions including
any reservation by the iasurer issuer of a right to change

premiums and disclosure of the existence of any automatic

renewal premium increases based on the policyholder's or

certificate holder's age;

(iv) a statement that the outline of coverage is a
summary of the policy or certificate issued or applied for

and that the policy or certificate should be consulted (o

-10-
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determine governing contractual provisions.

{3) The commissioner may prescribe by rule a standard
form and the contents of an informational brochure for
persons eligible for medicare by-reason-of-age, which is
intended to improve the buyer's ability to select Lthe most
appropriate coveraqe and improve the buyer's understanding
cf medicare. Except in the case of direct response insurance
peclicies, the commissioner may require by rule that the
information brochure be provided to any prospective insureds
eligible for medicare at the same time the cutline of
coverage is delivered. With respect to direct response
insurance pelicies, the commissioner may reguire by rule
that the prescribed brochure be provided upon request, but
not later than the time of policy delivery, to any
prospective insureds eligible for medicare by-reason-ef-age.

(4) The commissioner may adopt reascnable rules for
captions or notice requirements, determined 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 s0ld to persons eligible for medicare by
reason-sf-age, other than:

(a) medicare supplement policies or certificates:

{b) disability income policies;

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

(d) saingle premium, nonrenewable policies; or

(e) other policies excepted in 33-22-903¢63({8).

(5) The commissicner may further adopt reasonable rules
to govern the full and fair disclosure of the information in
connection with the replacement of accident and sicknesas
policiesr-subseriber-contraets; or certificates by persons
eligible for medicare by-reasan-sf-age.

{6) As 3soon as practicable, but no later than 30 days
before the annual effective date of a medicare benefit
change, every entity providing medicare supplement insurance
or benefits to a resident of this state shall notify its
pelicyholderay-contract-holtders; and certificate helders, in
a format that the commissioner prescribes by rule, of the
changes it has made to the medicare supplement insuranece
policy or eentraet certificate.”

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

®33-22-908. Notice of free examination. Medicare
supplement policies eorf and certificates must have a notice
prominently printed on the first page of the policy or

certificate or attached therete to the policy or certificate

stating in substance that the applicant has the right to
return the policy or certificate within 30 days of its
delivery and to have the premium refunded if, after

examination of the policy or certificate, the applicant is

-12_
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not satisfied for any reason. The insurer issuer shall pay
any refund made pursuant to this section directly to the
applicant in a timely manner.”
Section B. Section 33-22-910, MCA, is amended to read:
*33-22-910. Piling requirements for advertising. Every
entity-providing issuer of medicare supplement insurance--or

beneféts policies or certificates in this state shall

provide to the commigssioner for hés the commissicner's

review or approval a copy of any medicare supplement
advertising intended for use in this state, whether through

written, radio, or television medium."

Section 9. section 33-22-911, MCA, is amended to read:

"33-22-911. Penalties. In addition to any other
penalties for violations of the insurance code, the
commissioner may after hearing require entities issuers
viclating 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 8state that is
related directly or indirectly to the violation or take such
action as that 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. 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

-113-
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act] is invalid in one or more of its applications, the part
remains in effect in all wvalid applications that are
severable from the invalid applications.

NEW SECTION. Section 11. Effective date. [This act] is
effective on passage and approval.

~-End-
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4
BY R EST OP THE STATE AUDITOR

CED BY

L=
LY REVIS’INZG
LmTING 10 H?IWE SUP,PI‘EHENT RANCE; REVISING
MEDICARE SUPPLEHEHT”INSURANCE H!N}‘IUH STANDARDS TO COMPLY

WITH THE OMNIBUS BUDGET RECONCILIATION ACT OF 19350, PUBLIC

LAW 101-508; AMENDING SECTIONS 33-22-%02, 33-22-903,
33-22-904, 33-22-905, 33-22-906, 33-22-907, 33-22-%08,
33-22-910, AND 33-22-911, MCA; AND PROVIDING AN IMMEDIATE

EFFECTIVE DATE."

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

Section 1.
*33-22-902.

Section 33-22-902, MCA, is amended to read:

Purpose. The purpose of this part is to

establish minimum standards Eor nedicare supplement

insuranee policies and certificates and to establish a

regulatory program that meets the requirements of Pubiie-baw

96-2657-the-Sociai-Security-Bisabiitty-Anendnents--of--1960y

approved-dJune-97y-1966 42 U.S.C.
Section 2.
"33-22-903.

1395ss({p) (1) {A}."

Section 33-22-903, MCA, is amended to read:
Definitions. As used in this part, the
following definitiona apply:

(1) "Applicant® means:

)
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{a) in the case of an individual medicare supplement

policy or--subaeriber--contraet, the person who aeeks to

contract Efor insurance benefits; and

{b} in the case of a group medicare supplement policy

or-subscribevr~contract, the proposed certificate holder.

{2) “Certificate” means a certificate delivered or

issued for delivery in this state under a group -edicare

supplement policy er-subscriber-contrace.

(3) “cCertificate form" means the

form on which the

certificate is delivered or issued for delivery by the

issuer.
t31{4) “Entity" means an insurer as defined in
33-1-201, a health service corporation as defined 1in

33-30-101, and a health maintenance organization as defined

in 33-31-102.
ter(s)

{a) means expenses of a health maintenance organization

"Health care expenses™:

asgociated with the delivery of health care serviraa rhas

THERE ARE NO CHANGES IN THIS BILL
AND WILL NOT BE REPRINTED. PLEASE
REFER TO YELLOW COPY FOR COMPLETE TEXT.

HBY6S
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HQUSE BILL RO. 465
INTRODUCED BY RYAN, FRANKLIN, T. NELSON, BARNHART,
SQUIRES, WILSON, JACOBSCON, BRUSKIE-MAUS, STANG,
COBB, WELDON, DRISCOLL, YELLOWTAIL, ECK, BIRD,
RYE, WANZENRIED, EWER, SCHYE, TOWE, BOHARSKI

BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE
LAWS RELATING TO MEDICARE SUPPLEMENT INSURANCE; REVISING
MEDICARE SUPPLEMENT INSURANCE MINIMUM STANDARDS TO COMPLY
WITH THE OMNIBUS BUDGET RECONCILIATION ACT OF 1990, PUBLIC
LAW 101-508; AMENDING SECTIONS 33-22-902, 33-22-903,
33-22-904, 33-22-905, 33-22-906, 33-22-%07, 33-22-908,
33-22-910, AND 33-22-911, MCA; AND PROVIDING AN TIMMEDIATE

EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Saction 1. sSection 33-22-902, MCA, is amended to read:
#33-22-902. Purpose. The purpose of this part is to

establish minimum standards for medicare supplement

insurenee policies and certjficates and to establish a

regulatory program that meets the requirements of Pubiie—baw
56-2657-the-Scciat-Securiey-Bisabitity-Amendments—-of-—-158087

appreved-June-97-1986 42 U.S.C. 1395sa(p){1){A)."

Section 2. Section 33-22-903, MCA, is amended to read:
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*33-22-903. Definitions. As used in this part, the
following definitions apply:

(1) *"Applicant® means:

{a) in the case of an individual medicare supplement
policy er—-subseriber——eontraet, 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 or-subscriber—-contract.

{3} "Certificate form" means the form on which the

certificate is delivered or issued for delivery by the

issuer.

+3¥(4) "Entity* means an insurer as defined in
33-1-201, a health service corporation as defined in
33-30-101, and a health maintenance organization as defined
in 33-31-102.

{4)(5} “Health care expenses®:

{a) means expenses of a health maintenance organization
associated with the delivery of health care services that
are analogous te 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

-2- HB 465
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processing costs.

(6) "Issuer"” includes insurance companies, fraternal

henefit societies, health care service plans, health

maintenance organizations, and any entity delivering or

issuing for delivery in this state medicare supplement

policies or certificates.

€5¥(7) "Medicare" means Health Insurance for the Aged,
Title XVIII of the Social Security Amendments of 1965, as
then constituted or later amended.

+63{8) "Medicare supplement policy” means a group or
individual pelicy of disability insurance or a subscriber

contract of a health service corporation, other than a

policy issued pursuant to a contract under 42 U.5.C. 13951

or 1395mm, or a policy issued under a demonstraticon project

authorized pursuant to amendments to the federal Social

Security Act, that is advertised, marketed, or designed
primarily as a supplement to reimbursements wunder medicare
for the hoapital, 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 a

combination thereof of employers, organizations, and

trustees, for employees or former emplocyees, or a

-3- HB 465
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combination thereof of current and fFormer employees, or for

members or former wmembers, or a combination thereaf of

current and former members, of the labor organizations; or

tbi-—a-potiey-or-contract-of-any-professionai;-trader—or
occupationat--associaktion-—-for——its--members—-er——former——or
retired-membersy-or-combination-therecf;-if-the-associations

fi1--és—cempesed-ef—iadividuais-a}i—of—vham—ate-aetiveiy
engaged-in-the-aame-professiony-trade;—or-eccupations

fii+-has—-been--naintaiaed——in--gooé——fnith—for—purpeaea
ether—-than-obtaining-insuraneer~-and

fiii1—has—been—in~exiseenee—for—at—ienst—i——yeara——prior
te—the-date-of-ies-inttial-offering-of-the-potiey-er-plan—to
tes-memberss

te¥(b} individual policies or contracts issued pursuant
tec a conversion privilege under a policy or contract of
group or individual insurance when the group or individual
policy or contract includes provisions that are inconsistent
with the requirements of this part or pelicies issued to
employees or members as additions to franchise plans in
existence on April 8, 1981,

(9) "Poligy form” means the form on which the policy is

delivered or issued for delivery by the issuer.”

Sectlion 3. section 33-22-904, MCA, is amended to read:
“33-22-904. Standards for policy provisions -- rules.

(1) A medicare supplement insuranee policyr--contracty or

-4- HB 465
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certificate in force in this state may not contain benefits
that duplicate benefits provided by medicare.

{2} The commissioner shall adopt reasonable rules to
establish specific standards for policy provisions of
medicare supplement policies and certificates. A requirement

of this code relating to minimum required policy benefits,

other than the minimum standards contained in this part, may

not apply to 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 subseguent conditions of eligibility;

(c) nonduplication of coverage;

(d) probationary periods;

{e) benefit limitations, exceptions, and reductions;

(£) elimination periods;

(g) requirements for replacement;

(h) recurrent conditions; and

{i) definitions of terms.

{3) The commissioner may adopt reasonable rules that

ptohibit policy or certificate provisions not otherwise

specifically authorized by statute that, in the opinion of
the commissioner, are unjust., unfair, or unfairly

discriminatory to any person insured or proposed for

-5- HB 465
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coverage under a medicare supplement policy or certificate.

(4) Notwithstanding any other provisions of the law, a
medicare supplement policy or certificate may not deny--a

cimaim exclude or limit benefits for losses incurred more

than 6 months from the effective date of coverage for

because it involved a preexisting condition. The policy or

certificate 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.

{95) The commissioner may adopt rules necessary to

conform medicare supplement policies and certificates to the

requirements of federal law and federal regulations,

including but not limited to rules:

(a) requiring refunds or credits if the policies or

certificates do not meet loss requirements;

{b) establishing a uniform methodology for calculating

and reporting loss ratios;

(c) ensuring public access to policies, premiums, and

loss ratio information of issuers of medicare supplement

insurance;

{d) establishing a process for approving or

disapproving policy forms and certificate Forms and proposed

premium increases; and

-6- HB 465
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{e) establishing a policy for holding public hearings

prior to approval of premium increases."

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 adopt reasonable
rules to establish minimum standards for benefits, ang

payment of claims, marketing practices, compensation

arrangements, and reporting practices for medicare

supplement policies and certificates."”

Section b. section 33-22-906, MCA, is amended to read:
"33-22-906. Loss ratio standards and filing
requirements -—— limits on compensation. tij-Bvery-entity
providing-group-medicare-suppiement-insurance-benefits-to--a
restdent——-of--this--state--shati--fite--a-copy-cf-che-manter
potiecy-and-cach-certificate-used-—in--this—-state-—-with--the
commisstoner—-as--required——-by-—-33-1-501--Fhe-£filing-must-be
made-not-iess-than-60-days-in-advance-of-the-deitivery—cf-any
eertificate-or-poitey-to-a-restdent-of-chis-atater

t24{l) Medicare supplement policies and certificates

are——expected-to must return to policyholders or certificate
holders 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 and certificates on the basis

of incurred claims experience or incurred health care

-7- HB 465
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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 and certificates igsued as a result of

solicitations of individuals through the mail or mass media
advertising, including both print and broadcast advertising,
shait must be treated as individuai group peolicies. 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 eenatract certificate that meets the minimum
loss ratio standards for medicare supplement policies and
certificates as established by rule; and

{b) expected to result in a 1loss ratic at least as
great as that originally anticipated by the entity when it
established current premiums for the medicare supplement
tnsurance policy or eeatraet certificate.

t3¥{2) The commissioner shall by rule establish the
timing and manner of the premium adjustments. Every entity
providing medicare supplement policies or certificates in
this state shall annually file with the commissioner its

rates, rating schedule, and supporting documentation

-8~ HB 465



S

LT - A

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

HB 0465/02

demonstrating that it is in compliance with the applicable
loss ratio standards of this part. An entity transacting
medicare supplement insurance in this state may not adjust
its rates more than twice a year and may not adjust its
rates for the Eirst year a policy is in force, except to
allow for changes in federal laws or regulations relating to
medicare. Each filing of rates and rating schedules must
demonstrate that the actual and expected lesses in relation
to premiums complies with the requirements of this part.

t4¥(3) An entity may not provide compensation to its
insurance producers that is greater than the renewal
compensation that would be paid on an existing policy or
certificate if:

(a) the existing policy or certificate were replaced by
another policy or certificate with the same insurer and the
new poiicy benefits are substantially similar to the
benefits under the old policy or certificate; and

{b) the old policy or certificate was issued by the

same insurer or insurance group."
Section 6. sSection 33-22-%07, MCA, is amended to read:
"33-22-907. Disclosure standards - informational
brochure —— rules. {1) In order to provide for full and fair

disclosure in the sale of medicare supplement policies and

" certificates, a medicare supplement policy may not be

delivered or issued for delivery in this state and a

-9- HB 465
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certificate may not be delivered pursuant te a group
medicare supplement pelicy 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 reguired
by 33-1-501. The £filing must be made at least 60 days in
advance of the date the outline of coverage is delivered to
any resident of this state.

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

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

{c¢) The outline of coverage must include:

{i) a description of the principal benefits and
coverage provided in the policy or certificate;

{ii} a statement of the exceptions, reductions, and
limitations contained in the policy or certificate;

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

premiums and disclosure of the existence of any automatic

renewal premium increases based on the policyholder's or

certificate holder's age;

-10~ HB 465
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{iv) a statement that the outline of coverage is a
summary of the policy or certificate issued or applied for
and that the policy or certificate should be consulted to
determine governing contractual provisions.

{3) The commissioner may prescribe by rule a standard
form and the contents of an informational brochure for
persons eligible for medicare by-reason-ef-age, which is
intended to improve the buyer's ability to select the most
appropriate coverage and improve the buyer's understanding
of medicare, Except in the case of direct response insurance
policies, the commissioner may require by rule that the
information brochure be provided to any prospective insureds
eligible for medicare at the same time the outline of
coverage is delivered. With respect to direct response
insurance policies, the commissioner may reguire by rule
that the prescribed brochure be provided upon regquest, 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 reascnable rules for
captions or notice requirements, determined 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:
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(a) medicare supplement policies or certificates;

(b) disability income policies;

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

{d) single premium, nonrenewable policies; or

{e) other policies excepted in 33-22-903¢6%(8).

{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
policiesy-subseriber-contractsy or certificates by persons
eligible for medicare by;reasen-aé—age.

{6) As soon as practicable, but nc later than 30 days
before the annual effective date of a medicare benefit
change, every entity providing medicare supplement insurance
or Dbenefits to a resident of this state shall notify its
policyholdersy-esntract-hotdersy and certificate holders, in
a format that the commissioner prescribes by rule, of the
changes it has made to the medicare supplement insuranece

pelicy or contract certificate.*
Section 7. section 33-22-908, MCA, is amended to read:
“33-22-908. Notice of free examination. Medicare
supplement policies ep and certificates must have a notice
prominently printed on the first page of the pelicy or

certificate or attached therete to the policy or certificate

stating in substance that the applicant has the right to
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return the policy or certificate within 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 issuer shall pay
any refund made pursuant to this section directly to the
applicant in a timely manner."

Section 8, section 33-22-910, MCA, is amended to read:

*33-22-910. Filing requirements for advertising. Every
entity-providing issuer of medicare supplement insurance--or

benefits policies or certificates in this state shall

provide to the commissioner for his the commissioner's

review or approval a copy of any medicare supplement
advertising intended for use in this state, whether through
written, radio, or television medium."
Section 9. section 33-22-911, MCA, is amended to read:
*33-22-911. Penalties. In addition to any other

penalties for wviclations of the insurance code, the

commissioner may after hearing require entities issuers

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 that is necessary to comply with the provisions of
PTitle 33, chapter 16, or this part or the rules adopted

under Title 33, chapter 16, or this part, or both.,™
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NEW SECTION. Section 10. severability. If a part of
[this act] 1is 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 11. Effective date. [This act] is
effective on passage and approval.

-End-
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