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FISCAL AND POLICY NOTE

House Bill 498 (Chairman, Health and Government Operations Committee)
(By Request — Departmental — Insurance Administration, Maryland)

Health and Government Operations Finance

Health Insurance - Medicare Supplement Contracts - Availability

This departmental bill requires a health insurer, nonprofit health service plan, or fraternal
benefit society (carrier) that offers a Medicare supplement policy Plan C or a Medicare
supplement policy Plan | to an individual under the age of 65 but eligible for Medicare
due to a disability, to make the plans available to the individual if the individual submits
an application during the six-month period following the individua’s enrollment in
Medicare Part B.

The hill takes effect July 1, 2003.

Fiscal Summary
State Effect: None. The bill pertains exclusively to private sector activities.
L ocal Effect: None.
Small Business Effect: The Maryland Insurance Administration has determined that this

bill has minimal or no impact on small business (attached). Legidative Services concurs
with this assessment.

Analysis

Current Law: A carrier may not issue, deliver, or renew a Medicare supplement policy
in the State unless the Medicare supplement policy complies with current State law. A
Medicare supplement policy is one that is advertised, marketed, or designed primarily as



a supplement to reimbursements under Medicare for the hospital, medical, or surgical
expenses of individuals eligible for Medicare.

Under federal law, if an individual becomes eligible for Part B benefits before age 65
because of a disability or permanent kidney failure, the individual may enroll in the
Medigap policy of choice when the individual reaches age 65. During the first six
months after an individual turns 65 and is enrolled in Part B, the individual can buy a
Medigap policy regardless of whether the individua had enrolled in Part B prior to age
65. Several states, including Maryland, go beyond federal law and require at least a
limited open enrollment for Part B beneficiaries under 65.

In Maryland, if an applicant is under the age of 65 but is eligible for Medicare due to a
disability, a carrier must make available to the applicant both Medicare supplement
policy Plan C and Plan I. An applicant may enroll at any time, from the date on which
the applicant was first eligible until six months after the applicant turns 65.

Background: Medica supplement policies, also called Medigap policies, pay most, if
not all, Medicare coinsurance amounts and may provide coverage for Medicare's
deductibles. Carriers may only offer ten standardized plans, Plans A through J, so that
consumers may easily compare prices and coverage levels. Some of the standard plans
pay for services not covered by Medicare such as outpatient prescription drugs,
preventive screening, and emergency medical care while traveling outside the United
States.

Currently, there are few carriers in the market that offer a Medicare supplement policy
Plan C, and only one carrier offers a Medicare supplement policy Plan I. Carriers have
complained that the continuous open enrollment period encourages individuals to wait
until they need medical care to purchase coverage. The bill’s provisions attempt to make
it more attractive to carriers to offer the Medicare supplement plans if the offerings are
limited to the six-month period following the applicant’ s enrollment in Medicare Part B.

Additional | nfor mation
Prior Introductions. None.
CrossFilee None.

I nfor mation Source(s): Maryland Insurance Administration, Department of Legislative
Services
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