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. December 24, 2007

The Honorable Thomas McClain Middleton
Chair, Senate Finance Committee

‘Miller Senate Office Building, 3 East Wing
11 Bladen Street
Annapolis, MD 21401-1991

The Honorable Peter A. Hammen -

Chair, House Health and Government Operations Committee
Lowe House Office Building, Room 161

84 College Avenue

Annapolis, MD 21401-1991

Re:  Report required by Section 2, Chapter 289, Acts of 2005

Dear Senator Middleton and Delegate Hammen:

RALPH S. TYLER
Commissioner

BETH SAMMIS '
Deputy Commissioner

Chapter 289 of the Acts of 2005 (Chapter 289) added a requirement to Insurance Article,
§15-909, Annotated Code of Maryland, that required insurers and nonprofit health service plans
(herein referred to as "carriers") that sell Medicare supplement contracts in Maryland to
guarantee issue Medicare supplement plan A to individuals under age 65 who are eligible for
Medicare due to disability. This new guarantee issue of plan A to individuals who are under age

65 applied only if an application for a Medicare supplement policy or certificate is submitted:

1. During the 6-month period following the applicant's enrollment in Part B

of Medicare; or

2. For an individual terminated from the Maryland Health Insurance Plan as
a result of enrollment in Part B of Medicare, dunng the 6-month period

after the individual's termination.

Chapter 289 also added a requirement to Insurance Article, §15-909(b)(3)(iii), Annotated
Code of Maryland limiting how much carriers could charge disabled individuals who are under
age 65 for premiums for Medicare supplement plan A. Speciﬁcally, §15-909(b)(3)(iii) states that



. a carrier may not charge individuals who are under the age of 65 years, but are eligible for
Medicare due to a disability, a rate higher than the average of the premiums paid by all
policyholders age 65 and older in the State who are covered under that plan A policy form."

Section 2 of Chapter 289 requires that the Maryland Insurance Administration study the
impact of §15-909(b)(3)(iii) of the Insurance Article, as enacted by Chapter 289, on the
availability and affordability of all Medicare supplement policies in Maryland.

Availability of Medicare Supplement Policies in Maryland

Carriers are required by both federal and State law (§15-915, Insurance Article,
Annotated Code of Maryland COMAR 31.10.06.08C) to offer Medicare supplement plan A, if
the carrier participates in the Medicare supplement market in Maryland Therefore, an initial
concern was that if carriers found the new rating and guarantee issue requirements for the under
age 65 individuals to be onerous, they may decide to withdraw from the Maryland Medicare
supplement market.

This type of withdrawal occurred for Medicare supplement plans C and I in the late
1990s and the early 2000s, when Maryland law first required that carriers offer these plans to
those individuals who are eligible for Medicare due to disability, rather than age. A number of
carriers dropped plan C and all carriers stop selling plan I after this requirement went into effect.
Neither Maryland nor federal law requires carriers to sell any plan other than Medicare
supplement plan A for the carriers to remain in the Medicare supplement market.

Medicare supplement policies continue to be widely available in Maryland. The
Maryland Insurance Administration has not seen any evidence of carriers withdrawing from the
Medicare supplement market in Maryland since the adoption of §15-909(b)(3)(iii) of the
Insurance Article. In fact, three new carriers have entered this market since the time Chapter 289
went into effect. As of the date of this report, there are 25 carriers-selling Medicare supplement
plans in the Maryland individual market and 6 carriers selling Medicare supplement plans in the
Maryland group market- See Attachment A, which notes the carriers that have entered the
market since January 1, 2006 _

Affordability of Medicare Supplement Policies in Maryland

Chapter 289 requires that the Maryland Insurance Administration study the impact of
§15-909(b)(3)(iii) of the Insurance Article on the affordability of all. Medicare supplement
policies in Maryland. To study this issue, it is necessary to consider the following questions:

1. Did the rating change required by §15-909(b)(3)(iii) impact -the rates for Medicare
supplement plans other than plan A?

2. How did the fating change required by §15-909(b)(3)(iii) impact the rates for those
individuals under age 65?

3. How did the rating change required by §15-909(b)(3)(iii) impact the rates for those
individuals age 65 and older?



With regard to the first question, Chapter 289 did not impact the affordability of the rates
for any Medicare supplement plan other than plan A. Currently, there are 12 standardized types
of Medicare supplement plans (plans A—L). While each carrier is not required to sell any plan
other than plan A if the carrier participates in the Medicare supplement market, all carriers
participating in the Maryland Medicare supplement market offer plans in addition to plan A. See
attachment C, which sets forth the list of the carriers participating in the individual Medicare
supplement market, and the plans that each carrier offers in Maryland. When developing the
premium rates, each carrier is required to keep the experience for each plan separate and rate
according to the risks associated with the plan actually sold. Therefore, since Chapter 289 did
not impose a rating change for any Medicare supplement plan, other than plan A, Chapter 289
did not impact the affordability of the rates for Medicare supplement plans B—L.

Before the passage of Chapter 289 of the Acts of 2005, not all carriers offered plan A to

. the under age 65 disabled population. Maryland law, at that time, only required that plans C and

L, if offered to individuals eligible for Medicare due to age, be offered to the under age 65

population. Therefore, for those carriers who did not previously offer plan A to individuals

under age 65, Chapter 289 not only gave a new option of plan A, but also set new rates. Since
these carriers did not previously offer plan A, an initial rate decrease would not be noticed.

However, for carriers that offered plan A to the under age 65 population before passage
of Chapter 289 of the Acts of 2005, a common complaint from the under age 65 disabled
population dealt with the premium rates: that were being charged for their coverage. Many
carriers were charging the under age 65 disabled population rates that were similar to the rates
charged their oldest insureds. Chapter 289 limited the premium charged by a carrier for
Medicare supplement plan A sold to the under age 65 disabled population to the average of the
premiums paid by all policyholders age 65 and older in Maryland who are covered under that
particular plan A policy form. '

‘ Attachment A sets forth the premium changes that applied to each plan A sold by each
carrier in Maryland since the enactment of Chapter 289. The vast majority of carriers that

offered plan A to the under age 65 population prior to the passage of Chapter 289 implemented
~ an immediate decrease to the premiums for this population. For some carriers, the decrease was
dramatic; the largest initial decrease was 62.3%.

According to the National Association of Insurance Commissioner's database
(Attachment B), two carriers have the largest market share in Maryland. CareFirst of Maryland,
Inc., which trades as CareFirst BlueCross BlueShield, has 41% of the market share. CareFirst
BlueCross BlueShield implemented a decrease in their premium for the under age 65 population
of 40.1% after the enactment of Chapter 289. United Healthcare Insurance Company, which is
the carrier offering the AARP group plan has 30.4% of the Maryland market share. United
Healthcare Insurance Company's premium for the under age 65 population implemented a
decrease of 41% after the enactment of Chapter 289.

With regard to the premium impact on those individuals covered under plan A who were-
age 65 and over, there is no evidence that Chapter 289 had a negative impact. The rates for this
coverage did not increase dramatically with the passage of Chapter 289. Most policies saw rate



increases in the normal range of 8%-15%, which correspond to increases that occur in other
Medicare supplement plans. Each year, the federal government raises the deductible for
Medicare, making the Medicare supplement policies liable for the greater amount of coverage.
Also, medical inflation impacts Medicare supplement policies in the same way as any other
medical coverage, resulting in premium increases.

Conclusion

Chapter 289 of the Acts of 2005 appears to have accomplished its intended effect. The
premium rates for the under age 65 population decreased for the disabled under age 65
population after the enactment of Chapter 289. No carriers left the Medicare supplement market
since the passage of Chapter 289. Furthermore, there is no evidence that individuals who are age
65 and over saw an increase to their rates based on the changes required by Chapter 289.

Should you have any questions about the information reported, please contact Brenda
Wilson, Chief of Health Insurance and Managed Care at 410-468-2212.

Respectfully submitted,

Ralph S. Tyler
Insurance Commissioner

Attachments
cc: Linda Stahr, Commiﬁee Staff, House Health & Government Operations

Marie L. Grant, Committee Staff, Senate Finance Committee
Sarah T. Albert, Department of Legislative Services
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Attachment C

MARTIN O°'MALLEY
Governor

ANTHONY G. BROWN
Lt. Governor

ADMINISTRATION

RALPH S. TYLER
Commissioner

BETH SAMMIS
Deputy Commissioner

HOWARD MAX
Associate Commissioner
Life and Health

525 St. Paul Place, Baltimore, Maiyland 21202-2272
, Direct Dial: 410-468-2000 or 1-800-492-6116

www.mdinsurance.state.md.us

TTY: 1-800-735-2258

COMPANIES WITH APPROVED
INDIVIDUAL MEDICARE SUPPLEMENT POLICIES

IN MARYLAND

(Letters listed indicated the plan options offered by that company)

Revised December 3, 2007

Aetna Life Insurance Company
P.O. Box 10374

Des Moines, [A 50306-9588
1-800-345-6022
www.aetna.com

American Progressive Life and Health
Insurance Company of New York
1001 Heathrow Park Lane

Lake Mary, FL 32746

1-800-332-3377

WWW.amerprog.com

Bankers Fidelity Life Insurance Company
. 4370 Peachtree Road, NE ‘
Atlanta, GA 30319 -

1-866-458-7500

www.bflic.com

Bankers Life and Casualty Company
222 Merchandise Mart Plaza

Chicago, IL 60654-2001
1-800-621-3724

www.bankerslife.com

* Plan F* is a high deductible plan.

A B,F

A,B,D,E,F,FG

A B, F, F*

A,B,C,D,E,F,F*G,J,K L

individual with a disability.

This document is available in alternative format upon request from a qualified




CareFirst of Maryland, Inc. A,B,C, F, F*
(trading as CareFirst BlueCross BlueShield)

10455 Mill Run Circle

Owings Mills, MD 21117-5559

443-394-6691 (Local)

1-866-241-6442

www.carefirst.com

Combined Insurance Company of America A CF
5050 Broadway

Chicago, IL 60640

1-800-544-5531

www . combinedinsurance.com

Conseco Health Insurance Company A,B,C,D,E,F,G
11825 N. Pennsylvania Street

Carmel, IN 46032-4555

1-800-541-2254

WWW.COonseco . com

Continental General Insurance Company ACF G
P.O. Box 29136

Shawnee Mission, KS 66201-9136

1-877-291-5434

www.continentalgeneral .com

Genworth Life Insurance Company ‘ ABCDFF*
6620 W. Broad St., Building 4
Richmond, VA 23230
ATT: Customer Relations
1-888-GENWORTH (1-888-436- 9678)
~www.genworth.com

Globe Life and Accident Insurance Company - A B, F
P.O. Box 2440

McKinney, TX 75070

1-800-801-6831

www . globemedsupp . com

Golden Rule Insurance Company A, C FG
7440 Woodland Drive

Indianapolis, IN 46278-1719

1-800-657-8205

www.goldenrule.com

Guarantee Trust Life Insurance Company : ~ A,B,C,D,F,G
1275 Milwaukee Avenue

Glenview, IL 60025

1-800-338-7452

www.gtlic.com

* Plan F* is a high deductible plan.

This document is available in alternative format upon request from a qualified
-individual with a disability.
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Lincoln Heritage Life Insurance Company
4343 East Camelback Rd., Suite 400
Phoenix, AZ 85018-2705

1-800-287-7319

www.lhlic.com

Mutual of Omaha Insurance Company
Mutual of Omaha Plaza

Omaha, NE 68175

1-800-316-0842

www.mutualofomaha . com

PacifiCare Life & Health Insurance Company
P.O. Box 6072

Cypress, CA 90630

1-888-202-4340 (Customer Service)
1-800-610-2660 (New Sales)

www. SecureHorizons.com

Pennsylvania Life Insurance Company
1001 Heathrow Park Lane

Lake Mary, FL 32746

1-800-275-6667

www.pennlife.com

Physicians Life Insurance Company
P.O. Box 3313

Omaha, NE 68102-0313
1-800-228-9100
www.physiciansmutual . com

Shenandoah Life Insurance Company
2301 Brambleton Avenue, SW
Roanoke, VA 24015

1-800-848-5433

www. shenlife.com

Standard Life and Accident Insurance Company
P.O. Box 1889 '

Galveston, TX 77552-1889

1-888-350-1488

www.SLATCO. com

State Farm Mutual Automobile Insurance Company
One State Farm Plaza

Bloomington, IL. 61710-0001

309-766-2311

www.statefarm.com

* Plan F* is a high deductible plan.

AB,C,D,F

ACF

A, C,F,F* G,J

A,B,D,F,G

A/ B,F, G

A/B,C,D,E,F,G

A, B,C,D,E,F,F* G

AC,F

This document is available in alternative format upon request from a qualified
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Sterling Investors Life Insurance Company
65 Technology Parkway, NW

Rome, Georgia 30165

1-877-896-6434

1-877-604-5240

www.sterlinginvestors.com

United American Insurance Company
P.O. Box 8080

McKinney, TX 75070

1-800-331-2512

www.unitedamerican.com

United HealthCare Insurance Company
(AARP Group Plan)

P.O. Box 8009

Philadelphia, PA 19101-8009
1-800-523-5800

www.aarphealthcare.com

United Teacher Associates Insurance Company
P.O. Box 26580

Austin, TX 76755-0580

1-800-880-8824

www.utainteractive.com

United World Life Insurance Company
3316 Farnam Street

Omaha, NE 68175

1-877-845-0892

USAA Life Insurance Company
9800 Fredericksburg Road

San Antonio, TX 78288
1-800-531-6399

WWW.Usaa.com
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Effective April 8, 2003, any company selling Medicare supplement policies must guarantee issue all
plans to persons who had their employee welfare benefit plan terminated and solely due to eligibility
for Medicare are not eligible for credit for health insurance costs under §35 of the Internal Revenue
Code and enrollment in the Maryland Health Insurance Plan (MHIP), and applies for a Medicare
supplement policy or certificate no later than 63 days.after the employee welfare benefit plan

terminates.

Effective July 1, 2003, any company listed above as selling Plans C or | must guarantee issue such
plans to persons who are under age 65, and eligible for Medicare due to disability, during the 6-

* Plan F* is a high deductible plan.

. month period following the person’s enroliment in Part B of Medicare. Effective January 1, 2006, this
. requirement also applies to Plan A.

This document is available in alternative format upon request from a qualified

individual with a disability.
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Effective May 11, 2004, any company selling Medicare supplement policies must guarantee issue all
plans to persons who are under age 65 and eligible for Medicare due to disability, and have lost their
coverage under the MHIP, during the 6 month period following the person’s terminated coverage
under the MHIP.

Effective January 1, 2006, Plans H, | and J can not be sold with an outpatient prescription drug
benefit.

* Plan F* is a high deductible plan.
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