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to merit systems established pursuant to sections 12.22, subdivision 3; 144.071;
and 393.07; subdivision 5 256.012, shall be removed from existing merit system
coverage and placed under a personnel department established pursuant to
sections 375.56 to 375.71, until that personnel department is certified by the
United States Civil Service Commission as meeting the eperating slandards of &
mert system in accordance with the United States office of personne] manage-
ment’s standards for a merit system of personnei administration. Nothing in
section 387.43, shall be construed to prohlblt the inclusion of sheriff’s depart-
ment personne! in a personnel system established pursuant to sections 375.56 to
375.69.

Sec. 4. EFFECTIVE DATE.

Approved May 29, 1981

CHAPTER 318 — S8.F.No. 665

An act relating to insurance; establishing standards applicable to accident or
heaith insurance policies which purport (o supplement medicare benefits; prescribing
minimum levels of coverage; providing for certain disclosures; and prescribing penalties;
amending Minnesota Statutes 1980, Section 62E.02, Subdivision 5; proposing new law
coded in Minnesota Statutes, Chapter 62A.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:
MEDICARE SUPPLEMENT INSURANCE

Section 1. [62A.31] MEDICARE SUPPLEMENT BENEFITS; MINI-
MUM STANDARDS.

Subdivision 1. POLICY REQUIREMENTS. No individual or group
policy, certificate, subscriber contract or other evidence of accident and health
insurance issued or delivered in _tﬂlyj state shall be sold or issued to an

individual age 65 or older covered by medicare unless the following require-
ments are met:

(a) The policy must provide a minimum of the coverag set out in
subdivision 2 2:

(b) The policy must cover pre-existing conditions during the first six

parucular condition during th_c 90 days immediately precedmg the effective date

of coverage:
(c) The policy must contain a provision that the plan will not be

canceled or nonrenewed on the ground of the deterioration of health of the
insured; and
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(d) An outline of coverage as provided in section 9 must be delivered at

the time of application and Erior to payment of any Eremium.

protecnon insurance policies or group policies of accrdenl and health insurance
which do not purport to supplement medicare issued 10 any of the following
groups:

fund establlshed qi_)y_ an employer where o only employeés or retirees, and
deEendenl sof e mEIOX“ or retirees, are eligible for coverage.

{b) A policy issued to a labor union or similar employee organization.

estabhshed created or maintained for the beneflt of members of one or more
associations. The association or associations shall havc at lh_e oulset a mini-
mum of 100 persons; shall have been organized and i maintained in good faith
for purposes s other than that of obtaining insurance; shall have a constitution
and by-laws which provrde @ (1) the association or associations hold regular
meetings not less frequently than annually to further purposes of lhc members,
(2) except for credll unions, the association or associations collect dues or solicit
contributions from members, 2 and (3) the members have voting pnv1leges and

representation on the governing 1g board and committees. .

_ Subd. 2. GENFERAL COVERAGE. For a policy to meet the r cgu:re—
ments of thls sectlon it must contain (1) a designation spemfymg whelher the

commissioner has established four catcgones of medrcare supplemem insurance
and minimur» ' standards for ‘each, with medicare supplement 1+ being the
most comprehensive and medicare supplement 3 being the least ¢ omBrehenswe
and (3) the policy must provrde the minimum coverage prescrlbcd in sections 2
to 5 for the supplement specified. .

Sec. 2. [62A.32] MEDICARE SUPPLEMENT 1+; COVERAGE.

certified as a . qualified Elan pursuanl to chapter 62E and will provide

(a) Coverage of part A medicare eligible expenses for hospitalization to
the exient not covered by medicare to at least 50 percent of of the deductible and
co-payment reqmrcd under medicare fo_r the @ 60 daz o_f any medicare

benefit period;
(b) Coverage of part A medicare eligible expenses for hospitalization 10

the extent not covered by medicare from the 61st day through the 90th day in
any medicare benefit period,

Changes or additions are indicated by underline, deletions by sirikeout.



Ch. 318 LAWS of MINNESOTA for 1981 1475

(c) Coverage of part A medicare ¢ligible expenses incurred as daily
hospital charges during use of medicare’s lifetime hospital inpatient reserve
P B g use of P P
days 1o the extent not covered by medicare;

(d) Upon exhaustion of all medicare hospital inpatient coverage includ-
ing the lifetime reserve days, coverage of 90 percent of all medicare part A
ehgnb]e expenses for hospitalization not covered by ‘medicare subject 0 a
lifetime maximum benefit of an additional 365 days;

(e) Coverage of 20 percent of the amount of medicare eligible expenses
under part B regardless of hospnai confinement and coverage of at least 50
percent of lhc medicare calendar year part B deductible;

{f) §_Q percent 9"1: charges [g covered services described in section 62E.06,
subdivision 1, which charges are not paid by medicare or pursuant to para-

graphs (a) to (e); and

{g)' Shall “include a hmnatlon of §1,000 per person on total annual
out-of-pocket expenses for for the covered services. The coverage must be subject
to a maximum lifetime “benefit of not less than $100,000,

Sec. 3. [62A.33]) MEDICARE SUPPLEMENT 1; COVERAGE.

Medicare supplement | must have a level of coverage that, at a
minimum, will provide:

{a) Coverape of part A medicare eligible expenses for hospitalization to
the extent not covered by medicare to at least 50 percent of the deductible and
co-payment required under medicare for the first 60 days of any medicare

benefit period;

(b) Coverage of part A medicare eligible expenses for hospitalization to
the extent not covered by medicare from the 61st day through the 90th day in
any medicare benefit period;

(c) Coverage of part A medicare eligible expenses incurred as daily
hospital charges during use of medicare’s lifetime hospital inpatient reserve
days to the exient not covered by medicare;

(d) Upen exhaustion of all medicare hospital inpatient coverage includ-
ing the lifetime reserve days, coverage of 90 percent of all medicare part A
ehgnble expenses for hospitalization not covered by ‘medicare subject to a
lifetime maximum benefit of an additional 365 days;

(e) Coverage of 20 percent of the amount of medicare eligible expenses
under part B rcgardless of hospltal confmement and coverage of the rncdlcare

calendar _y_ear EE‘.Q
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(f) 50 percent of charges for covered services described in section 62E.06,
subdivision 1, which " charges are not paid by medicare or pursuant lo para-

graphs (a) to Ll
Sec. 4. [62A.34] MEDICARE SUPPLEMENT 2; COVERAGE.

Medicare supplement 2 must have a level of coverage that, at a
minimum, will provide:

(a) Coverage of part A medicare eligible expenses for hospitalization 1o
the extent not covered by medicare from the 61st day hrough the 90th day in
___x medicare benefit period;

(t) Coverag of part A medicare cligible expenses incurred as daily
OSElta harges during use 9_[ medicare’s lifetime hospital inpatient reserve
days 1o the extent not covered by medicare;

(<) Upon exhaustion of all medicare hospital inpatient coverage includ-
ing the lifetime reserve days, coverage of 90 percent of all medicare part A
ellglble expenses for hospitalization not covered by medicare subject to lifetime
maximum benefit ol of an additional 365 days; and

{d) Coverage of 20 percent of the amount of medicare eligible expenses
under part B regardles s of hospital | confinement and coverape of the medicare
calendar year part B deductible and a maximum “benefit of at leasl $5000 per
calendar year.

Sec. 5. [62A.35] MEDICARE SUPPLEMENT 3; COVERAGE.

Medicare supplement 3 must have a level of coverage that, at a
minimum, will provide:

{a) Coverage of part A medicare eligible expenses for hospitalization to
the extent not covered by medicare from the 6ist day 1hr0ugh the 501h day in
any medicare benefit period;

(b) Coverage of part A medicare eligible expenses |ncurrcd as daily
hos ital charges during use of medicare’s lifettme hospital inpatient reserve
P £ ng use inpatient reserve
days to the extent not covered by medicare;

(c) Upon exhaustion of alli medicare hospital inpatient coverage includ-
ing the lifetime reserve days, coverage of 30 percent of all medicare part A
eligible expenses for hospitalization not covered by medicare subject to a
lifetime maximum benefit of an additional 365 days; and

(d)} Coverage of 20 percent of the amount of medicare eligible expenses
under part B r __gardless of hospual confinement and coverage of a maximum
calendar year out- -of-pocket deductibte of $200 of “of such expenses and 10.a
maximum benefit of at least $5,000 per r calendar year.

Sec. 6. [62A.36] LOSS RATIO STANDARDS.

Subdivision 1. MINIMUM LOSS RATIOS. Notwithstanding the
provisions of section 62A.02. subdivision 3, relating to loss ratios, medicare

Changes or additions are indicated by underline, deletions by sirileeout.



Ch. 318 LAWS of MINNESOTA for 1981 1477

supplement &llﬂ_ s shall be expected 1o return to policyholders in the form of

aggregate benefits under the policy, as ‘estimated for the entire pcrlod for which
rates are computed to ‘provide cmeragc on the basis of incurred claims
experience and ecarned premiums for such period and in accordance with
accepted actuarial principles and practices:

(a) At least 75 percent of the aggregate amount of premiums collected in
the case of group policies, and

(b) At least 65 percent of the aggregate amount of premiums collected i in
the case o[ {individual Eo]:cnes

Subd. 2. SOLICITATIONS BY MAIL OR MEDIA ADVERTISE-
MENT. Fol For purposes of this section, medicare supplement policies issued as a
result of solicitations of “individuals through the mail or mass media adverusmg.
ﬂcludmg both print and broadcast advertising, shall be lreated as individual

policies,
Sec. 7. [62A37] SEALS AND EMBLEM PROHIBITED.

Subdivision 1. No graphic seal or emblem shall be displayed on any
policy or promot:onal literature o indicate or give lhe impression that there i is
any connection, cernf:cauon, agproval or endorsement from medlcare or any

of America ar any z@cﬁ thereof.

Subd 2 Anx false statement or rcprcscnlauon printed on lhe pe hcz or

certified by, or has the gpproval or endorsement of any agency of this state or
of the United States of America shall be unlawful.

Sec. 8. [62A.38] NOTICE OF FREE EXAMINATION.

Medicare supplement policies or certificates, other than those issued
pursuant to direct response solicitation, sha]l have a notice prominently printed
on the m page of the policy or attached thereto stating in substance that the
policyholder or certificate holder shall have the right to return the @hcz or
certificate within 30 days of its delivery and to have the premium refunded in
Tull if, m examination of lhe policy or r certificate, lhe insured person is not
satisfied for any reason. “Medicare supp!emem policies or certificates. issucd
pursuant to a direct response solicitation to persons eligible for medicare by
reason of age, shall have a notice prommenlly printed on lhe first page or
attached thereto stating in substance that the po]tcyholder or certificate holder
shall have the right to return the thcz or certificate within 30 days of its

elwerz and to have the premium refunded if, after examination, the insured

person is not satisfied [or any reason.
Sec. 9. [62A.39] DISCLOSURE.

No individual medicare supplement plan shall be delivered or issued in
this state and no certificate shall be delivered pursuant to a group medicare
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Ieasl the I’ol[owmg information is delivered to to the aEEhcan at the time Eh_e_
application is made:

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

{b) A statement of the exceptions, reductions, and limitations contained
in the Eol\cz ncludmg the following language, as @phcablc, in bold print:
“THIS POLICY DOES NOT COVER ALL MEDICAL EXPENSES BE-

YOND THOSE COVERED BY MEDICARE. THIS POLICY DOES NOT
COVER ALL SKILLED NURSING HOME CARE EXPENSES AND DOES
NOT COVER CUSTODIAL NURSING CARE.”;

{c) A statement of the renewal provisions including any reservations by
the insurer of a right to c hang premiums;
(d) A statement that the outline of coverage is a summary of of the policy

issued or applied for and that the policy should be consulted 10 determine
governing contractual provisions; and

(¢) A statement ol' the policy's loss ratio as follows: “This policy
prowdes an anlicipated loss ratio of |..%]. ThlS means that, on the average,
policyholders m may expect lhal 5..... ] of every $100.00 in in prermum will be

Sec. 10. [62A.40| REPLACEMENT.

No insurer or agent shall replace a medicare supplement plan with
another p medlcare supp]emem Elan of thc same category unless there is a

previously demonstrated a dissatisfaction with the service he is presently

recewmg from his current insurer, An insurer or agem may replace a medicare

supplement Ela n With a less comgrchensw Ela nly if the prospective insured
signs an acknow]edgment that he understands that hc wn]l receive less benefits

under ﬁg new policy than under the policy E presemly has in force.
Sec. 11. [|62A.41) PENALTIES.

Any insurer, general agent, agent, or other person who knowingly or
willfully, either directly or indirectly, makes or causes to be made or induces or
secks (o induce the makmg of any false slatement « or represenlatlon of a
material facl wnh respect to to ¢ omEllanc e of any policy with with the standards and
requirements set set forth i in lhlS section; falsc]y assumes or prelcnds to be acling,
or misrepresents in any ﬂ ay, including a violation of section 7, that he is acting,
under the authority or in association wnh medicare, or any federal ag agencx for
the purpose of sel]mg or allempting 1o sell insurance, or in such Eretendcd
character dcmands or obtains money, paper, documents, or anythJ of value;
or knowingly sells a Thealth insurance policy to an individual entitled 10 ) benefits
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substannally—dupllcales health benefits to which such mdlwdual is olhermsc
entitied under a requirement of state or federal Iaw other than under medicare

per vnolauon, and the commissioner max revoke or suspend the license o_f any
company, association, society, other insurer, or agent thereof.

Sec. 12. [62A.42) RULEMAKING AUTHORITY.

promutg rules pursuant o chapter 15. These rules may:

(a) Prescribe additional disclosure requirements for medicare supplement
plans, designed to adequately inform the prospectwe insured of the need and
extent of coverage offered;

{b) Prescribe uniform Eollcz forms in order to give the insurance
purchaser a reasonable opportunity to o co compare the cost of insuring wuh

various ll'lSUI'CI'S and

(c) Establish other reasonable standards to further the purpose of
secuons 1to 12,

Sec. 13. Minnesota Statutes 1980, Section 62E.02, Subdivision 35, is
amended to read:

Subd. 5. “Qualified medicare supplement plan™ means those health
benefit plans which have been certified by the commissioner as providing the
minimum benefits required by section 62E.07 or the actuarial equivalent of
those benefis.

Approved May 29, 1981

CHAPTER 319 — S.F.No. 690

An act relating to retirement; providing survivor benefit coverage for certain
former judges on deferred status; clarifying retirement coverage for certain members of
the public employees police and fire fund; providing survivor benefits for survivors of
certain deceased teachers; providing for retroactive effect of a special retirement program
for the military affairs department; amending Minnesota Statutes 1980, Section 490.124,
Subdivisions 9 and 12.

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

Section 1. Minnesota Statutes 1980, Section 490.124, Subdivision 9, is
amended to read:
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