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Executive Summary

While the tdemal Medicae piogram has been
under intense satiny in the pastdw yeais,a gowing
crisis in the medigp insuance maket has gne lagely
ignored by fedearl and stée polioy makers. Medigp
insurancé—health insuance ofered ky various pivate
cariers to supplement the Medieprogram—is an
important souce of fhancial potection br the eldely.
It both potects Medicag beneitiaries ajainst some or
most of the cost-shimg feaures of the Medicar pio-
gram (eg., deductilbes, coinsuance), and often
provides cwerage for cetain sevices,sud as pescip-
tion drugs,tha Medicae does not oger.

In the past decadehe fedeal govemment has
taken an &tremel active ole in regulaiing medigp
insurance a signifcant d@aiture from the past in hich
reguldion was left lagely to individual staes. Despite
the @tempt to standalize regulation of medigp insur
ance the medigp maket in every stde is somerhat
different,in tems of the mmber of commaial insuers
and manged cae companies &éring coverage, the
rules tha govem access to policiethe pemium etes
tha may be darged and the potections 6r consumes
who want to diang plans.

This report examines ecent tends in the medap
markets in Massawusetts and Ne Hampshie.
Although neighbos geographically, these tvo staes
have ety different medigp makets and hee pusued
different iegulaory and pulic policy approaces. Nav
Hampshie's gproach mirrors the pedominant
approad ndionally, with the stée’s implementtion of
the fedeal regulatory scheme and mtections enacted
by Congess in 1990. In cordst, Massabusetts
obtained anxemption fom the £deal requirements,
and has adopted &gulatory scheme thais signif-
cantly different in tems of the equirements imposed on

Medicae supplement insars andin some casespan
aged cae plans.

Yet despite these dérent gproaces,a compair
son of the situ@ons in Massaeusetts and Ne
Hampshie reveals mag common poblems, and a
growing ciisis in the medigp makets in both stis.
Among the most s&us poblems ae:

» Most people with individual medigap coverage
lack comprehensve drug benefts. In New
Hampshig, as in most of theast of the couny;
there ae no indvidual medigp products &ail-
able tha provide compehensie diug coverage.
In Massabusettswhere thee ae seeral medk
gap plans tha provide compehensie dug
coverage, only 20% of eldes with individual
medigap policies nav have compehensie diug
coverage, down from 48% in 1996 and 40% in
1998.

In a new survey of eldedy consumes con
ducted for the Forum, one of three eldes with
medigap coverage reported they have no cov-
erage for presciiption dr ugs2 The popottion of
eldeis who had medigp coverage without bene
fits for drugs was nedly twice as gea in New
Hampshie (42%) as in Masshasetts (23%)
(Appendix Table 12A). When eldes who
reported haing no medigp coverage ae
counted almost half of all eldex hare no dug
coverage. The popottion is even higher in Ney
Hampshie & 56%,compaed to 40% in Massa
chusetts (dpendixTable 12A).

The cost of poviding comprehensve drug

coverage is increasing rapidly for the dwin-

dling number of elders who have sud

coverage. In the ew medigp products thapro-

vide compehensie diug coverage, the cost of
the pesciption drug beneit now accounts dr

almost half of the total pmium.

One-third of elders report they worry "very
often” or "f airly often" about not being ale
to afford presciiption dr ugs,accoding to the
Forum’s suwey of eldes (AppendixTable 1A).

* One-quarter of the eldery Medicare beneici-
aries in Massabtusetts and Nev Hampshire

1The tem "medigap" will be used thoughout the gaer to in¢ude both taditional Medicae supplementsud as those ééred by Blue Coss
Blue Shield andARP, and Medicae managed cae plansijncluding HMOs.

2 SeeAppendixTables 1A-25A br suwey results.



report they have no medigp coverage & all.
In Massabusetts25% ieport they have no coer
age, compaed to 27% in Ne& Hampshie
(AppendixTables 2A and 3A).

Elders with lov incomes a& much more likely
than those with higher incomes teport they
have no medigp coverage. Of eldes who
reported their incomes}1% of those with house
hold incomes bele $20,000 eported haing no
mediggp coverage, compaed to 28% of elder
with household incomesave $20,000. In ati-
tion, a smaller pppottion of loverincome eldes
have dug beneits: only 41% of eldes with
household incomes belo$20,000,compaed
with 64% of eldes with household incomes
above $20,000(AppendixTable 17A).

Premiums have increased apidly, an average
of 25-30% since 1996or tr aditional Medicare
supplement caoerage, even for products with

no drugs. The pemium br Med Gold, the
most popular prduct in Massawusetts thiapro-

vides compehensie dug coverage, has
increased 57%. In NeHampshie, which per

mits age-rating, Medicae beneitiaries in older
age cdegories py consideably higher pemiums
than younger benefiiaries. For products ofering

drug coverage, the oldest elderpay as nuch as
twice the pemium as thegqungest eldes.

Medicare manged care plans,a lower cost
option for many elders, have disgpeared from
some pats of Massatiusetts,and there is ony
one HMO still offering coverage in New
Hampshire, down from five plans just two
years ago. Plan withdrawals have affected
roughly 40,000 bendtiaries acioss the tvo
states.

The protections tha exist under state and fed-
eral law for Medicare membes when
managed care plans withdraw from the
Medicare program are inadequde to ensue
that benefciaries can obtain compaable cov-
erage.

Even where Medicare manayed care plans ae
still available, provider withdr awals have dis
rupted continuity of care for some plan
members. There are inadequde protections
for consumers under stae and federal law

when providers withdraw from Medicare
managed care plans.

*In Massachusetts, differences in egulatory
requirements betveen Medicae HMOs and
traditional Medicare supplement pemit, and
even encoulge, healthier benefciaries to
enroll in managed care plans,and sidker ones
to enroll in Medicare supplemental insuance

Background

In April 1998, the Massausetts Health ®licy
Forum issued aeport on "The Stae of the Medigp
Market in Massalusetts." The eport identified five
major concets:

ethe lage rumber and ppotion of Medicae
benefciaries who had no medap coverage;

« the iising cost of medigp policies;

«the gowing number of medigp policyholders
who had no ceerage for presciption diugs;

* growing risk sggmentaéion among diferent types
of medigap coverage, and among dierent medi
gap cariers; and

e a concen tha lower-cost HMO Medicae plans
might not be a viale altendive to less dbrdable
Medicae supplement oerage for some
Medicake beneftiaries.

In the past 18 monthsthese concers hae
remained andn mary caseshave gotten worse while
new problems hae developed In paticular, there has
been temendous instlity in the Medicae manged
care maket, with the withdewal of Medicae HMOs,
and dastic eductions in pgsciption diug coverage by
remaining HMOs as eaesult of the édenl Balanced
BudgetAct of 1997 (BBN).

While Massahusetts has some uniquestures to
its medigp maket, mary of the ppblems in the Massa
chusetts medigp maket ae occuring naionally as
well. But,this gowing ciisis in the medigp maket has
been elaively ignored There ae maty dimensions to
the medigp crisis—a lage and it appeas, growing
number of Medicag benefiiaries with no medigp cov-
erage; fising premiums; avindling coverage for
presciption drugs; withdewals of cariers, patticulaly



HMOs, from the medigp business; the temination by
providers of their contacts with Medicae manged
car plans; and a coitt between stée and édeal reg-
ulation, resulting fom the BB\, tha impedes thelality
of stees to tak actions to adifess some of theseqir
lems.

The pupose of thiseport is to updée the Brum’s
1998 medigp report, both by re-examining the méadet
in Massabusetts and Yo contrasting the situigon in
Massabusetts with N& Hampshie, its bordeiing stde.
Although neighbos geagraphically, these two stdes

have ery different medigp makets and hee pusued
different iegulatory and pulic policy approades.

Unfortunaely, it was not possike to document the
medigap maket in Nev Hampshie in as mch detail as
the maket in Massakusetts because thetgt@oes not
collect and maé& available detailed dea on medigp
enmllment by carier and type of ceerage. As sug
gested in the fial section of thisaport, we recommend
that New Hampshie collect and makavailable more
detailed inbrmation on the medigp maket in the stee.

Table 1
Profile of Medicare Beneficiaries in Massachusetts and New Hampshire
(1998 Data Unless Otherwise Indicated)

Characteristic Massachusetts NG . United States
Hampshire

State population 6.1 million 1,185,000 275 million

Total population 65+ (1995) 861,000 136,000 33 million

Total projected state )

populgﬁojn 65+ in year 2025 1,252,000 273,000 Not available

Total number of Medicare 977,700 168,800 39 million

beneficiaries

% of total population 16% 14% 14%

Igsuflber of beneficiaries 836,300 144,700 Not available

Age distribution of Medicare beneficiaries

Under 65 years old 15% 14% 14%

65-74 yearsold 42 45 45

75-84 years old 31 30 30

85+ years old 12 11 11

Sex distribution

% Female 58 56 57

% Male 42 44 43

Low income Medicare beneficiaries

Medicare beneficiaries with 160,000 6,300 Not available

Medicaid

As % of all Medicare 16% 4% 13%

Aged SSI recipients 46,100 1,100 Not available

As %oftotal 65+ 6% <1% 4%

population

Elderly with Incomes less

than 100% Federal Poverty 114,000 17,000 Not available

Level (1995)

As % total 65+ population 15% 12% 16%

Source: HenryJ. Kaiser Family Foundation, “Medicare State Profiles.” September 1999;

Massachusetts Division of Medical Assistance



We were ale to supplement the plibinformation
with results of a swey of eldes in Massalsusetts and
New Hampshie, conducted dér the Forum by Bannon
Comnunicdions Reseah, aWashington-based polling
firm (SeeAppendixTables 1A-25A) br surey results).
The results of the swey, combined with the irdrma-
tion available in Massabusetts and Ne Hampshieg,
reveal tha the two stdes shag maty common poblems
in their medigp makets. In some casestae action
can adlress these pblems,but thee ae other pob-
lems thaonly fedeal action can sok:

This paer is intended to be atedyst for discus
sion and dbae, rather than to adbcae for ary
paitticular option or solution. It is delibately succinct;
while selected da ae presented to illumin@ the most
critical trends and issues in thedwnakets,the paer is
not intended to be arxleaustve discussion of medag
insurance Réher, it assumes aemenl familiarity with
the Medicae piogram and the sticture of the medigp
insurance

Number and Characteristics of
Medicare Benefciaries in
Massadusetts and Nev Hampshire

There ae 978,000 Medicarbenetfiiaries in Mass
achusetts and almost 169,000 iniElampshie. The
characterstics of Medicae beneitiaries in both stees
are very similar to néional arerages (Se€eTable 1).
Medicae benefiaries accountdr more than 14% of
the total stee populéion in Nev Hampshie, and nedy
16% in Massduusettsalmost identical to the tianal
average of 14%.The vast majoity of benefciaries in
eadh stde qualify for Medicae hy virtue of @e—
831,000 eldex in Massagusetts and merthan 145,000
eldes in Neav Hampshie. In eat stae 14-15% of
Medicae beneitiaries ae eligble because of didl-
ity.3 New Hampshie has a mch smaller popottion of
Medicae benetfiiaries who ae also elighle for Medic
aid—so-called "duayl-eligible" beneiciaries—only
4%, compaed to 16% in Massaeisetts and 13% in the
U.S. A much lower popottion of eldety residents of
New Hampshie is enolled in the €deal Supplemental
Secuity Income (SSI) psgram# less than 1% of etd
ers, compaed to 6% in Massdmuisetts and 4% in the

U.S. overall, despite Nev Hampshie having gpproxi-

mately the same m@pottion of eldes living belav the
poverty line as in Massdwisetts or the countras a
whole

These d&a sugest thathe souces of stee suppar
for low-income Medicag benetiaries in Nev Hamp
shire ae consideably less boad than in Massacsetts.
In paticular, the elatively low propottion of Medicae
beneiciaries who ae also eligble for Medicaid means
tha there ma/ be no sowe of pesciption drug cover-
age for mary low-income eldes who would be eligble
for the Medicaid pgram in mawy other stées,includ-
ing Massahusetts.

Background on Medigap Insurance

Private health inswtance to supplement Mediear
so-called "medigp" insulance is an impotant souce
of financial potection br the elddly. Medigap insur
ance is health insance ofered by varous pivate
cariers which supplements thetleal Medicae pio-
gram. Although Medicae covers a lage shae of
medical &penses,Medicare beneitiaries ae still
exposed to substantial out-of-gaat costs. Medicar
itself has signitant pemiums,copayments,coinsur
ance and deducties. In adition, Medicare does not
cover cetain sevices, sud as pesciption dmugs.
Medigap policies potect indviduals with Medicae
coverage ajainst some or most of thesepenses.

Medigap coverage is sold on an indidual (non
group) and goup basis. Grup cwerage is aailable to
mary Medicae benefiiaries,usually as a etiree benefi
from their brmer emplger. Individual corerage is pur
chased diectly from cariers by Medicae benetiaries.

There ae two basic types of medap coverage:
Medicae supplement plans and Medieananged cae
plans.

I. Medicare Supplement Plans

Commecial insuers and Blue Grss Blue Shield
sell Medicae supplement plang.hese planslfigaps in
Medicae corerage kut pemit the bendtiary to con
tinue to eceve cae from ary provider.

3This report focuses on elder Medi@benefiiaries because of theegter difficulty of collecting déa on the unde85 Medicae populdon.

4 SSl is a édeal income assistanceqgram for low-income indviduals vwho ae 65 yeas old or olderor blind, or have a disaility, and who have

limited assets.



Table 2
Benefits in Standar dized Nongroup Medicare Supplement Policies: New Hampshire

Benefit Plan | Plan | Plan | Plan | Plan | Plan | Plan | Plan | Plan | Plan
A B C D E F G H 1 J
Corebenefits* . ° . . ° . ° ° . °
Part A Deductible ° . ° . . ° ° ° °
Skilled Nursing Facility Coinsurance . . . . . . . .
Part B Deductible . . .
Part B Excess Charges . . . .
Emergency care outside the US . . . . . . . .
At-home recovery . . . .
Preventive Medical Care . .
Prescription Drugs-Basic} . .
Prescription Drugs-Extended} °

Source: “1999 New Hampshire Buyer’s Guide to Medicare Supplement Insurance” New Hamps hire Insurance Department

*Core benefits include coverage of all Part A coinsurance for stays longer than 60 days and the Medicare
lifetime reserve days; the 20% part B coinsurance, and the Parts A and B blood deductibles

tBasic drug coverage: $250 annual deductible, 50% coinsurance and a maximum annual benefit of $1,250
}Extended drug coverage: same as basic but with a maximum annual benefit of $3,000

Congess enacted dgslation in 1990 thadramdi-
cally changed the wles br selling Medicae
supplemental policies. Incomporated into the Omnitis
Budget Reconcilition Act of 1990 (OBRA 90)these
changes br the frst time gve the €deal govemment
substantial authdy for regulating the medigp maket.
The most impdant piovision of OBRA 90 esulted in
the deelopment of ten standdized benef padkages.
These standdized poducts ag the ony types of non
group Medicae supplement policies theould be sold
after uly 30,1992. (Indvidual staes mg restict the
number of plan designs tevfer than ten if thg want.)
In addition, three stées,MassabusettsMinnesota and
Wisconsin,had medigp standadizaion programs in
place bebre the pasgge of OBRA 90 and were ganted
exemptions fom the &denl standadization require-
ments and penitted to leg their oavn unique
standadization programs in place This means tha
there ae some signi€ant diferences bet@en Massa
chusetts and Ne Hampshie in the ange of Medicae
supplemental mducts sailable.

Medicale Supplement Bducts in Nev Hampshie

The Nev Hampshie regulatory stiucture is based
on the sheme enacted in the 1990 OBRAvla New

Hampshie pemits the sale of all ten OBRA standar
ized Medicae supplemental policiesThe bendfs
required in eah policy are outlined inTable 2. (There
are also a nmber of Medicae beneftiaries caovered by
other types of MedicarSupplement plans sold bed
the stae’s curent medigp regulaions became é&c
tive))

Only three of the ten OBRA benéfpadkages
require coverage of pesciption drugs,and this ceer-
age is subject to sigrifant cost-shang and an arumal
beneft limit. Plans H and | mvide the so-called "basic"
drug beneit—an anmal benet paid by the medigp
insurer of up to $1,25fter a $250 deductidand with
50% coinsuance or the poligholder Plan J povides
the "extended" dug beneti, with the same cost-shiag
feaures as Plans H and but an anoal beneit of
$3,000.

Medicare Supplement Bducts in Massduisetts

Under Massduusetts la, Medicare supplement
cariers ma sell thiee types of plans in the namgp
market® Medicae Coe, Medicare Supplement One
and Medicae Supplemenfwo. Table 3 piovides a
brief summay of the benefs covered in eab of the

5 The fedeal Health Insuaince @rtability andAccountdility Act (HIPAA) also extended aditional piotections to Medicar supplement polie

holdes.

6 Stae lav and egulaion (M.G.L. c. 176 K and 211 CMR 71.00)gscibe the standalized benefipadkages thamay be ofered in the indiid-
ual/nongoup Medicae supplement mket. These equirements do notply to emplyer goup Medicae supplement policies.



Table 3
Benefits in Standardized Nongroup Medicare Supplement Policies: Massachusetts
Core Supplement Supplement
Benefit (same as Plan A in NH) One Two
Part A Deductible No Yes Yes
Hospital Coinsurance Yes Yes Yes
Part B Deductible No Yes Yes
Part B Coinsurance Yes Yes Yes
Skl‘lled Nursing Facility No Yes Yes
Coinsurance
Prescription Drugs* No No Yes

Source: Massachusetts Division of Insurance

*The drug benefit provides 100% payment for generic drugs and 80% coverage for brand name drugs
purchased at retail pharmacies, after a $35 quarterly deductible. For prescriptions purchased through mail
order, there is a $5 copayment for generic drugs and a $15 copayment for brand name drugs, for up to a 90-

day supply.

three standalized Medicae supplemental plans.
(Medex Bronz is BCBS$ Supplement One and Mede
Gold is a Supplemerfiwo.) As in Nev Hampshig,
there ae also a nmber of Medicae beneitiaries co-
ered ly other types of MedicarSupplement plans sold
before the stge’s curent medigp regulaions became
effective.

One of the most sigrifant diferences betaen
New Hampshie and Massduisetts is thtaproducts
with compehensie diug benetis ae aailable in Mass
achusetts. The Medicae SupplemenfTwo policy
provides dug coverage, subject to a $35 quealy
deductilbe, and coinsweince of 20% dr brand name
drugs,with no anmial or lifetime cg@ on benefs. Ther
is no coinsuance br geneic drugs,and pesciptions
filled though mail oder ae not subject to the quany
deductilbe but rather a copgment of $5 ér geneic
drugs and $15dr brand name drgs.

Il. Medicare Managed Care Plans

The second type of medig coverage is Medicae
manaed cae plans. In countieshere manged cae
plans ae available, Medicae beneitiaries mg choose
to enoll in a manged cae plan instead of sgang in the
regular Medicae program. Membes of Medicae man
aged cae plans gnenlly have moe compehensie
benefis, often d a lover costput relinquish feedom of

choice of povider and nust compy with the cae man
agement equirrments of the magad cae plan.

Medicae manged cae plans a not subject to the
same standdized benet requirements as Medicar
supplemental plans. Insteadanaed cae plans st
meet specit requirments of édeal law, including
provisions enacted as pgaof the BBA. Medicae man
aged cae pioducts ae also subject to gmlaws in both
Massabusetts and Ne Hampshie.

Prior to 1999 Massdwsetts equired all HMOs in
the Medicae maket to ofer compehensie prescip-
tion drug coverage. However, a fedeal cout ruled in
October 1999 thaa piovision of the BB\ preempted
stae regulation of Medicae HMO benets.” As a
result,all Medicae HMOs in Massadusetts eliminied
their compehensie diug corerage with the &ception
of Kaiser RRrmanente/Commmity Health Planwhich
withdrew from Massalusetts as of December 3B99.

The loss of commhensie dug coverage for
HMO subscibers is a major conitoutor to the delne in
the overall availability of comprehensie diug benets,
especialf because HMOs &re offering the dug bene
fit a substantiall lower pemiums than re traditional
Medicalke supplement caers. (This dedine has been
offset somwha by the indusion in all HMO plans of a
cgpped phamag/ beneft—generlly about $600 per
year—and aecenty enacted xpansion of the sta

7 MassabusettAssocidion of Health Maintenance @anizdions v Linda Ruthadt, Commissioner of Insance 194 F3d 176 (1999)




phamag assistance pgram). The withdiawal of
HMO drug beneits has also eaed a stuctural imbat
ance betwen Medicag supplement plansshich offer
compehensie diug coserage, and HMOs,which do
not. The \ariation in beneti padkages cedes an inita-
tion for eldes to doose a no- or {@-cost HMO unless
or until they incur high pesciption drug costsat which

point they can svitch to a Medicae supplement plan

during the annal open eroliment peiod.

lll. Other Major F eaur es of the Medi@p
Regulatory Structure in Massatiusetts and
New Hampshire

In addition to the bendff differences ér Medicae
supplement policies deslbed @ove, there ae seeral
other signifcant diferences in the medap regulatory
schemes in Massaaisetts and Ne Hampshie. Again,
New Hampshie is similar to most other & in haing

implemented the $&me enacted in OBRA 9@hile
Massabusetts has adopted amber of moe stingent
regulaory requitments.The major povisions in eab
stae ae outlined inTable 4.

The Massdtusetts egulatory provisions ae moe
stringent in the 6llowing areas:

Rating: In Massabusetts,direct-py medigap
plans nust be commnity-rated (i.e, cariers nmust
chaige the same pmium to eale policyholder, regard-
less of the ge, gender health stéus, or ary other
characteistic of the poligholder). Blicies in Nav
Hampshie mg be rted using #ained ge, issue ge or
community rating. This means thigpremiums mg be
lower for younger poligyholdess but can rse damai-
cally over time as peoplege.

Underwiting: In Massabusettsdirect-pgy medk
gap plans mg not reject an pplicant br coverage

Table 4
Comparison of Regulatory Requirements in Massachusetts and New Hampshire

Requirement Massachusetts New Hampshire
Not permitted during initial
Medical Underwriting Not permitted open enrollment. or during
subsequent required open
enrollment periods
Renewability Must be guaranteed Must be guaranteed
renewable renewable

Annual coordinated two-

No requirements beyond
federal OBRA and BBA (6-

Open Enrollment Periods

month period required of all
carriers for all products

month open enrollment
period when first enroll in
Part B)

Community rating required

Issue age and attained age

Rating of all carriers rating permitted*
. . No state rate review
. State review required of rate .
Rate Regulation required; may hold rate

increases =10+%

hearing

Medical Loss Ratio
Standards

Minimum standards for
Medicare supplemental
policies of 90% for BCBS;
65% for individual policies
and 75% for group policies
issued by commercial
insurers

Minimum standards for
Medicare supplemental
policies of 65% for
individual policies and 75%
for group

Pre-existing Conditions

Not permitted

6-month exclusion with 6-
month look-back permitted;
no new limit may be
imposed when person
switches carriers

*Attained age: Premiums are determined by the age of the policyholder.
Issue-age: Premiums are based on policyholder’s age at the time the policy was first purchased.




based on medical histonor impose aplimitations for

preexisting conditions. In N& Hampshie, cariers can
impose peexisting condition &clusion peiods for up
to six months in ceain situdaions,which can intude

switching to a medigp plan with moe compehensie

coverage. Also in Nev Hampshie, at ary time after an
individual’'s open erallment peiod (the six monthsal-

lowing enoliment in Medicae Part B), or duting ary

subsequentenaval open eroliment peiod, a carier

can efuse to issue a medig policy based onge or
health sttus.

Open enollment All medigap cariers in Massa
chusetts rast paticipate in an annal, two-month,
coodinated open ermilment perod, during which ary
Medicae beneitiary may join ary plan ofered by ary
carier sewing the gographic aea in vhich they live.
There is no open eontiment equirment in Nev Hamp
shire begyond frst six months of &t B enoliment.

The implicdion of these egulatory differences is
that eldess in Nev Hampshie mg find it moee difficult
to switch medigp planspatticulary if they have med
ical poblems,and ma expelience signiftant inceases
in their pemiums as theage.

Carriers that Sell Medigap Coverage

Massadusetts

There ae curently three insuance caiiers and
five HMOs actiely marketing medigp policies in
Massabusettsfor a total of up to 14vailable products,
depending on the county in hich an indvidual
Medicae beneftiary residesThe types of ceerage and
cumrent pemium etes ae listed inTable 5. Enpliment
by carier is shovn in Table 6. Medicae supplement
policies ae signifcantly more expensive than HMO

Table 5
Individ ual Medigap Products and Monthly Premium Rates:
Plans Being Sold as of January 2000

Carrier Type of Product Type of Product Type of Product
and Monthly Rate | And Monthly Rate | And Monthly Rate
a. Medicare Medicare Medicare Medicare
Supplement Plans Supplement Core Supplement 1 Supplement 2
Blue Cross Blue Shield
Medex $59.38 $111.25 $286.26
Allianz Life* $52.00 $98.50 $222.42
United/AARPY $55.75 $113.75 $286.00
b. HMO Plans 1999 Pre mium 2000 Premium Drug benefits
. $175/quarter;
Fallon Community $0 $ 0 $700 per year
Health Plan $8 for generic
$15 for brand
$0-30 $0-50 $200 per quarter;
Harvard Pilgrim (depending on county | (depending on county $80 0‘ per year
Fresid frosid $5 generic; $10 brand
ofresidence) of residence) $25 brand/non-formulary
$25 $125 per quarter;
HMO Blue (BCBS) $0-30 (depending on county $500 per year
of residence) No copayment
$150 per quarter;
Tufts Associated Health 0 d d$0_3 > $600 per year;
Plan $ (depending on county | $8 generic; $15 preferred
of residence) brand; $35 non-preferred
brand
United HealthCare of
New England $0 $0 NONE

*Available only to membes of cetain associgons
FIndividuals must be members of AARP to purchase coverage.
Source: Massachusetts Division of Insurance; HCFA’s “MedicareCompare” Website,
http://www. medicare.gov/comparison




Medicae products,although it is dificult to compae
rates because of the sigiciint diferences in ceerage
for presciption drugs?

New Hampshire

There ae 16 cariers selling Medicag supplemen
tal coverage in Nav Hampshie. The rumber of
products ofered by ead carier ranges fom three to
ten,with a total of 90 diferent Medicae supplemental
policies aailable. (SeeTable 7 for a list of cariers and
premium ites or the most popular plansAs noted
eatier, curent enollment daa by carier and plan wre
not available from the N& Hampshie Insuance

Depatment. Haevever, accoding to daa for 1997 fom
the Ndional Associdion of Insuance Commissionsy
enmllment was \ery concentated among agw insur
ers. Blue Coss Blue Shield of Ne Hampshie (nav
Anthem) insued moe than half of poligholders with
Medicare supplemental planghd AARP/Pudential
(now United Health Ca¥) and Banér’s Life accounted
for another 40% of a@red lives.

As of Jrualy 1,2000,there is onl one Medicae
manaed cae plan ofered in Nev Hampshie— Har
vard Pilgrim Health Cae of Nev England The HPHC
of New England Medicar plan povides ony $300 per
year in pesciption diug corerage (se€Table 8).

Table 6

Number of Massachusetts Medigap Members by Plan: 1992, 1997 and 1999

Percent
Carrier Members: Members: Members: Change in
6/92 12/97 9/99 members:
1992-99
g’f:ﬁ;cm IR 424,000 310,900 264,300 -38%
BCBS Medex 366,000 251,900 218,600 -40%
Individual 269,000 157,900 128,900 -52%
Group 97,000 94,000 89,700 -8%
AARP 50,000 24,300 21,700* -57%
Banker’s Life 3,500 21,900 15400 340%
Miscellaneous 4,900 12,800 8,600%* 76%
HMO Plans 70,700 192,600 249,300 253%
Tufts 1,500 68,300 102,000 6700%
Fallon 18,000 30,500 35300 96%
Harvard Pilgrim 15,700 50,200 70,500 349%
HMO Blue 11,300 17,000 17,700 57%
Aetna/USHC — 17,300 0 Not applicable
United — 3,700 14400 289%
Kaiser 2,200 2,700 2,600 18%
Commu nity 2,200 1,800 3,000 36%
Other 16,100 1,100 3,800 -76%
TOTAL 494,700 503,500 513,600 4%
As % Medicare Not available Not available 539 Not available
beneficiaries

*Enrollment data as 0of 9/99 not available; members hip as of 12/98.

8 HMO premium @tes ae moe expensve in counties thizhave lover rates of pgment fom the €derl Medicae piogram (the so-called

"AdjustedAverage Rer Caita Cost," or "AAPCC")These laver-AAPCC counties inade most of the southeand vesten regions of the Mass
adchusetts and all of NeHampshie.
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Problems in the Massahusetts and
New Hampshire Medigap Mar kets

Problem # 1:Most people with individual medi-
gap coverage ladk comprehensve drug benefts. In
New Hampshig, as in most of theast of the couny;,
there ae no indvidual medigyp products aailable tha
provide compehensie diug corerage. In Massahu-
settswhere thee ae seeral medigp plans thaprovide
compehensie diug coverage, only 20% of eldes with
individual medi@p policies nav have compehensie
drug coverage, down from 40% in 1998 and 48% in
1996.

According to dada collected i the Massdtusetts
Division of Insuance as of December 31,998,0nly
half of the consumerwho had medigp coverage had
compehensie presciption drug corerage, down from
57% in 1996 (se&able 9). In the diect-py medigp
market, only 40% had dig coverage, compaed to 48%
in 1996. In contst,in the goup medigp maket, 92%
of membes had dug coverage, an incease of 3% since
1996.

The situdion as of Sptember 1999 as &en
worse although actual da ae not aailable for all car
riers.  However, since all Medicae HMOSs in
Massabusetts eliminged their unlimited drg beneits
in 1999, and the popottion of Medex membes in
Medex Gold has been dkging steadiy, the popottion
of direct-pa medigap membes who nav have compe-
hensve diug corerage gppeas to be pproximately
20%9

From available daa,the trend tavard eliminaing
drug coverage can be seen mostasnaically in the
Medex populdion in Massalbusettswhere the mmber
and popottion of direct-py Medex membes with diug
coverage has been déning steadiy since 1990 (see
Table 10). As of Septembey1999,only 38% of diect-
pay Medex membes had cwerage for presciption
drugs,compaed to 85% in 1989. (ki to 1990,the
propottion of Medex membes with diug coverage was
at least 85% inwery year ging bak to 1980 the last
year br which daa by product were readily available.)
The detine in the mmber of Medg membes with
drug corerage bagan in 1990when the pemium ite

for Medex Gold inceased ¥ 64% as aesult of the
repeal of the éderl Medicae Cdastiophic lav, and has
contirued unaaed e&er sinceas «isting Mede Gold
membes hase davngraded cwerage to Med& Bronze,
and the majaty of new Medex membes have pur
chased MedeBronz.

The suvey results confimed these énds in Mass
achusetts and pwvided adlitional daa for New
Hampshie (seé\ppendix). Based on the say:

*One of thee eldes with medigp coverage
reported thg have no benefs for presciption
drugs (AppendixTable 11A).

» The popottion of eldes who had medigp cover-
age without benefs for drugs was nedy twice as
gred in New Hampshie (42%) as in Massho-
setts (23%) (ppendixTable 12A).

*When eldes who reported haing no medigp
coverage ae countedalmost half of all eldexr
have no dug coverage. The piopottion is even
higher in Nev Hampshie & 56%,compaed to
40% in Massduusetts.

« Eight-four pecent of eldes who receve their
medigap coverage thiough an emplger or ormer
employer had dug coverage, compaed to ony
44% who puchased medigp plans themsebs.

e Annual limits on dug beneits are much more
common in medigp plans puchased diectly
than in emplger-provided coerage. Sixty-thiee
percent of eldes who purchased cueerage
directly had an anmal cg, compaed to ony
32% of eldes with emplger-provided coerage

Problem #2: The cost of poviding comprehen
sive drug coverage is increasing rpidly for the
dwindling number of elders who have sut coverage.
In Massadhusetts,the cost of the pesciription dr ug
beneft in the Medex Gold product now accounts or
almosthalf of the total premium.

In the past seeral yearss, the pemiums br Massa
chusetts Medicar supplemental plans giriding
compehensie dug benetis have increasedapidly. As
shown in Table 11,since 1996 mmiums br the thee

9 Using S@tember 1999 entiment: Assuming 82% of the 249,300 MedieddMO membes were direct-pg, approximately 204,400 Medicar
HMO membes did not hee a compehensie dug benefi. Approximately 80,000 Mede direct py membes (62% of 129,000) l&ed compe-
hensve diug corerage. Extrapolating from Division of Insuance dga for 12/31/9820,800AARP membes ladkked compehensie diug benefs
(96% of 21,700)as did aproximately 600 Banler’s Life membes (4% of the 15,400 eered lives as of 9/99and 5,200 elderenplled in other
miscellaneous plans (69% of 7,500his means a total of 311,000 of the 378,008alipy medigagp membes did not hae compehensie diug

coverage, or 82%.



Table 7

Medicare Supplement Plans Available in New Hampshire
Plans A,C,F,I and J
Monthly Premiums for Policyholder Aged 74+

Rating and

Carrier Underwriting | Plan A Plan C Plan F Planl Plan J
Terms
American Attained age $65.56 $106.40 $102.13 I\t offered [Not offered
Republic No pre-ex underwritten
Bankers Life Attained age $77.08 $124.69 $135.12  |Not offered |Not offered
No pre-ex
Bankers United A“i";lrrf_gxage $54.46 $89.94 $103.83 $158.66  |Not offered
Blue Cross Blue Attained age $72.79 $106.51 $10684  |Notoffered | $167.76
Shield No pre-ex
Central States Attained age $65.94 $109.56 $120.18  |Not offered |Not offered
No pre-ex
Combined Issued age $76.57 $128.76 | $156.25 |Notoffered |Not offered
No pre-ex
Life Investors A“i";lrrf_gxage $64.00 $105.00 $121.00 $172.00 $249.00
Monumental A“;ﬁe_gxage $63.00 $104.00 $121.00 $170.00 $248.00
Mutual of Attained age $72.93 $116.87 $12073  |Not offered |Not offered
Omahat Pre-ex
Mutual Issue age $65.01 $112.93 $136.24  |Notoffered |Not offered
Protective No pre-ex
Physicians .
Mutual Attained age $57.33 $116.75 $136.02  |Notoffered | $229.79
. No pre-ex
(direct sales)
Pioneer Life Attained age $63.33 $143.76 $134.90 $238.86  |Not offered
No pre-ex
Attained age
State Farm $62.39 $94.09 $108.20 Not offered |Not offered
No pre-ex
. . Issue age
United American Not offered $144.00 $147.00 Not offered |Not offered
Pre-ex (6/2)
$127.75 $146.75
(medically (medically
C ommunity rated underwritten  |underwritten
United except during |except during
Hoalth/AARP Prﬁ-%x of 3 ) $58.75 $100.50 storso [ oech
months/3 months Medicare Medicare
Open open
enr ol Iment) enrollment)
USAAT Pre-ex $47.26 Not offered $96.22 Not offered |Not offered

*74 is the median age of elder Medicare beneficiaries in New Hampshire; For carriers using issue age-rating, rates are for a

new policyholder
TNon-smoker rates

Source: “1999 New Hampshire Buyer’s Guide to M edicare Supplement Insurance” New Hampshire Insurance Department
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Table 8

Medicare Managed Care Plans in New Hampshire as of January 2000

HMO 1999 Pre mium 2000 Premium Drug benefits
$75/quarter;
$300 per year
o $5 for generic
Harvard Pilgrim Health $45 per month $ 55 per month $10 for
Care of New England b
rand/formulary
$25 for
brand/nonformulary
Source: hitp ://www.medic are .goV/comparison
Table 9

Proportion of Medigap Members with Comprehensive Drug Coverage

Year-end 1996 and 1998 and September 1999

Type of Medigap Plan Year-end 1996 Year-end 1998 September 1999

TOTAL: ALL PLANS 57% 50% n.a.
Direct-pay plans 48% 40% 20% (est)
Group plans 89% 92% n.a.

HMO Plans: Total 57% 49% n.a.
Direct-pay plans 47% 38% 0%
Group 86% 96% n.a.

Medicare Supplements: Total 57% 51% n.a.
Direct-pay plans 49% 41% 39% (est)
Group 91% 90% n.a.

Source: Massachusetts Division of Insuranc e enrollment reports

Table 10

Percent of Direct-Pay Medex members

with Comprehensive Drug Coverage: Selected Years

% of Members
Year with Comprehensive Drug
Coverage
1985 86
1989 85
1990 77
1997 49
1998 40
1999
(September) 38

Source: Blue Cross Blue Shield of Massachusetts
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Medicare Supplement 2 plans with thedast umber
of policyholders hare inceased fom 57-113%depend
ing on the cater. If the lecenty requestedate incease
for Mede Gold is aproved ly the Dvision of Insur
ance the monthy premium ete for Medex Gold will be

almost $3150r an anmal pemium of almost $3,800.

Banker’s Life has equested a 46% inease effective
August 2000.

The cost of pesciption drugs is the majorafctor
fueling the incease in pemiums br Massahusetts
Medicae supplement plans with congtrensie dug
coverage, increasing nuch mote rapidly than coerage
for Part A or Part B beneits (se€eTable 12). According
to Blue Coss Blue Shield most ecent Mede filing,
the pesciption drug benet will soon account dr
neaty half the Medg Gold pemium.

The Mede& Gold epelience ppeas consistent
with other cariers offering compehensie dug cover-
age. For example in its recent ate filing with the
Division of Insuance Banker’s Life reports tha the
drug benet accounts ér more than 40% of the pr
mium for its most popular plan with unlimited wdiy
benefis.

The incease in the cost of the Medeompehen
sive diug coverage is being fueledybboth an inceasing
number of pesciptions per member and an iease in
the cost of edtpresciption (seeTable 13). This is tue
in every caegory of presciptions,for both band name
and geneic drugs,and both etail phamacies and mail
order. Since 1995the average anmal rumber of pe-
sciiptions per Mede Gold member has ineased fom
19.7 to 30.2an incease of 49%The arerage cost of a
presciption (weighted aapss céegories) inceased
53%. In totalthe average cost of pesciptions per
member has merthan douled.

These tends ae being dfected both ¥ undetying
increases in drg utilization and costas well as ly the
growing number of older and dier enollees in Medr
Gold as punger and less costimembes diop out to
join Medex Bronze and HMOs.

Problem #3: One-quarter of elderly Medicare
beneiciaries in Massabusetts and Nev Hampshire
report they have no medigap coverage & all, accord-
ing to the suivey conducted ty the Forum (Appendix
Table 2A). In Massatusetts,25% report they have
no coverage, compared to 27% in Nev Hampshire
(Appendix Table 3).

Table 11

Premium Increases for most popular Massachusetts Medicare Supplement Plans
with Comprehensive Prescription Drug Coverage: 1996 and January 2000

Premium Percent
Monthly Monthly Percent requested | increase
Premium | premium Change in filings | 1996-2000
Carrier as of as of 1996- with after
January January January Division | requested
1996 2000 2000 of rate
Insurance | increase
Blue Cross Blue Shield ( fir%?ig/goo
Supplement 2 (Medex $182.70 $286.26 57 . 72
Gold) effective
date)
None None
AARP Supplement 2 $173.50 $286.00 65 requested requested
yet yet
$432.71
Banker’s Life* $139.00 | 650600 113 (For 71/00 211
date)

*Although Banker’s Life no longer sells Medicare supplement coverage in Massachusetts, the carrier has a
significant number of policies in force that offer a comprehensive prescription drug benefit.

Source: Massachusetts Division of Insurance




Table 12

Direct-Pay Medex Gold Monthly Pure Premium by Benefit Category:
1991, 1998 and 2000 (as projected in BCBS rate filing)*

2000 Increase 2000‘Pure
1991 Pure 1998 Pure Increase Premium as
Benefit . . Pure 1991-
Premium Premium . 1998-2000 % 0f2000
Category Premium 2000
Rate
Part A o o o
Deductible $15.93 $23.86 $25.54 60% 7% 8%
Part B Benefits $31.53 $90.20 $100.40 218% 11% 32%
Prels)crru‘ggon $34.50 $93.44 $142.20 | 312% 52% 45%

*1998 data are based on the projections in BCBS’s rate filing, not the pure premium approved by the Division after the Medex hearing.

Source: BCBSMA 1998 and 2000 Medex rate filings

Elders with lowv-incomes a rmuch more likely
than those with higher incomes &port they have no
mediggp coverage. Of eldes who reported their
incomes41% of those with household incomes lelo
$20,000 eported haing no medigp coverage, com
pared to 20% of elderwith household incomebave
$20,000. In adition, a smaller popottion of lower-
income eldes have diug beneits: only 41% of eldes
with household incomes belo$20,000,compaed
with 64% of eldes with household incomeshave
$20,000 (AopendixTable 17A).

Problem #4: Premiums hase increased ap-
idly—an average of 25-30% since 1996—ef
traditional Medicare supplement cuerage, even for
products with no drugs. In Nev Hampshire, which
permits age-rating, Medicare beneiciaries in older
age caegories pay considerbly higher premiums
than younger beneifciaries. For products ofering
drug coverage, the oldest eldes pay as nmuch as
twice the premium as the pungest eldes.

In the last éw years, the pemium etes br the most
popular Medicae supplement plans in Massasetts
and Nev Hampshie have increased signi€antly. As
shown in Table 14, rates hae increased anwerage of
25-30% since 199@luring a time vihen health insance
premiums br most emplgers and indriduals under 65
have remained &irly constant. Rrmium inceases hae
been gen geder in Massaeusettsespecialy for prod-
ucts with compehensie diug coverage.

In New Hampshie, which pemits age-rating, eld-
ers in the oldest@e caegories who purchase policies
providing presciption drug coserage must pg premk
ums thaare as nuch as twice as high as those payd b
younger eldes (seeTable 15). The use of medical
underwiting by United Health Ca/AARP limits the
availability of its products with dug corerage tut mod
erates pemiums.

Problem #5: Medicare mangged care plans,a
lower cost option br many elders, have disgppeared
from parts of Massatusetts,and there is only one
HMO still of fering coverage in New Hampshire,
down from five plans just two years ago.

Medicae manged cae plans hee, in recent
yeass, provided a less costland often ma compehen
sive, altemative to taditional Medicae supplement
policies br some benédiaries. Havever, in the past
two years, dozens of HMOs nonally have teminaed
their Medicae pioducts,and mag othes reduced their
sewice aeas. These bangs afected @er 700,000
Medicae beneitiaries in the US. The withdiewals of
HMOs from the Medicag maket have been caused/la
combindion of concens over the adequaof Medicae
payments,new regulatory requirmentsand in some
casesfinancial impaiment of the HMOsAccording to
a recent stug, most bendtiaries afected ly these
withdrawals sufered a eduction in cgerage and an
increase in their @miums andtdeast some disiption
in their cap.10

10 Mary Lasdober et. al.;Medicare HMOWithdrawals:Wha Happens to Benefiaies?" Healtffairs Norember/December 1998p. 150-157.
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Table 13
Utilization and Cost Trends for Medex Gold Prescription Drug Benefit
1995 and 2000
Percent Most
Component of Drug 1995 2000 increase recent
Cost (Actual) (Projected) 1995-2000 annual
trend
Number of brand name
prescriptions per 9.2 13.0 42% 9.0%
member: retail
Cost per prescription $33.04 $52.63 59% 9.3%
Number of generic
prescriptions per 5.5 9.5 73% 13.8%
member: retail
Cost per prescription $10.57 $15.06 42% 7.0%
Number of brand name
prescriptions per 3.1 4.4 42% 6.6%
member: mail order
Cost per prescription $98.99 $153.69 55% 11.0%
Number of generic
prescriptions per 1.9 33 74% 9.0%
member: mail order
Cost per prescription $24.18 $38.55 59% 9.8%
TOTAL
Number of 19.7 302 49% na
prescriptions/member
Cost per script $36.29 $54.00 53% n.a
Average cost of
prescriptions per $715 $1,631 128% n.a
member

Note: Retail benefit is up to a 30-day supply; Mail order benefit is up to a 90-day

supply

Source: Blue Cross Blue Shield of Massachusetts rate filings with Division of Insurance

As shavn in Table 16, approximately 43,000
Medicare beneftiaries in Massatusetts and Ne
Hampshie hare been dected in the past owears by
the withdiewal or reduction in the seice aea of a
number of Medicag HMOs.

Massadusetts

Since 1998two HMOs hae withdrawn from the
Medicae maket in Massalkusetts. Aetna/USHC
stopped dering its Medicae plan as ofakrualy 1,1999
and Kaiser/Commmity Health Plan withdsv from the
Medicare maket as of druaty 1, 2000. In adition,
several Medicae HMOs hae reduced their seice
areas in Massduwsetts. Harard Pilgrim withdrew
from westen Massahusettsand United Health Plans

of New England ended its plan in ceatiMassabhu-
setts.As a esult of the Kaiser withdwal and eduction
of Harvard Pilgrim’s sevice aea, thete is nav no
Medicae manged cae plan aailable to Medicae ben
eficiaries in Bekshire county and some zip codes in
Hampshie countyAlthough thee ae still Medicae
HMO options in other p#s of the stte, the pemiums
for mary of these plans lva incieased signi€antly as
of January 1,2000,and nav cost membex $30-50 per
month,paticulardy in southeast and ceatrMassahu-
setts.

New Hampshire

In the past tw yeass, four of the fve Medicae
manajed cae plans dfering coverage in Nav Hamp
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Table 14
Monthly Premium Rates
for Most Popular Direct-Pay Medigap Plans: 1996 and 1999
Percent
Monthly Mor.lthly Change
State and Carrier Premium in premium as 1996-
of January
1996 2000 January
2000
MASSA CHUSETTS
Blue Cross Blue Shield
Supplement 1 (Medex Bronze) $81.03 $111.25 37
Supplement 2 (Medex Gold) $182.70 $286.26 57
AARP
Supplement | $81.25 $113.75 40
Supplement 2 $173.50 $286.00 65
NEW HAMPSHIRE
Plan C
AARP $72.75 $100.50 38
All ages
ig;eéross Blue Shield $62.00 $82.30 3
74 $80.24 $106.51 33
$98.47 $117.78 20
85
ia'e"g’; s Life $69.13 $91.53 32
iys $94.08 $124.69 33
85 $120.02 $159.16 33
Plan F
AARP $80.75 $101.50 26
All ages
i:;e;s)ross Blue Shield $65.07 $82.56 26
74 $84.46 $106.84 26
85 $103.66 $145.70 41
Banker’s Life
Age 65 $77.52 $95.55 23
74 $108.54 $135.12 24
85 $138.94 $171.47 23
Plan I
AARP*
All ages $111.50 $127.75 15
Plan J
AARP* $116.75 $146.75 26
EgeB6SS $112.82 $129.63 15
74 $146.01 $167.76 15
85 $179.19 $228.77 28

*Plan is medically underwritten and not available to Medicare beneficiaries who do not meet the

medical screening criteria

Sources: 1995/1996 and 1999 “New Hampshire Buyer’s Guide to Medicare Supplement
Insurance” New Hampshire Insurance Department,; and “Massachusetts Health

Coverage for People with Medicare,” Massachusetts Division of Insurance
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Table 15

Monthly Premium Rates for New Hampshire Carriers Selling Plans

with Prescription Drug Coverage (Plan I and Plan J):
Premiums as of January 2000, for Selected Ages

Monthly Monthly Monthly Premium for | Premium for
Carrier and Plan premium: premium: premium: age7s age85
age 65 Age 75 Age 85 compared to | compared to
age 65 age 65
Plan I
Bankers United $119.45 $158.66 $223.20 33% higher 87% higher
Life Investors 111.00 172.00 188.00 55% higher 69% higher
Monumental 96.00 170.00 198.00 77% higher 106 % higher
Pioneer Life 172.34 238.86 301.89 39% higher 75% higher
United/ AARP* 127.75 127.75 127.75 No difference | No difference
Plan J
Blue Cross Blue Shield $129.63 $167.76 $228.77 29% higher 76% higher
Life Investors 162.00 249.00 273.00 54% higher 69% higher
Monumental 140.00 248.00 288.00 77% higher 106 % higher
Physician’s Mutual 213.53 229.79 247.46 8% higher 16% higher
United/AARP* 146.75 146.75 146.75 No difference | No difference

* Medically und erwritten

Source: 1999 New Hampshire Buyer’s Guide to Medicare Supplement Insurance” New Hampshire Insurance

Department

shire hare withdiawn from the stge. The lgest temina
tion, Tufts of Nav Englandresulted fom a decision ¥
its Massahusetts-based pamt compawy, Tufts Assoct
ated Health Plangp dose the HMO entely. Medicae
manaed cae plans hee been a less cogthltemaive
to traditional Medicae supplement plans.oFexample
the Tufts of Nev England Secwr Hoiizons plan cost
$25 per monthalthough it povided no pesciption
drug corerage.

Problem #6: The protections tha exist under
state and federal law for Medicare membes when
managed care plans withdraw from the Medicare
program are inadequde to ensue the availability of
comparable coverage & an affordable cost.

Membes of Medicae HMOs hae cetain potec
tions under st@ lav and edeal law if the manged
care plan temindes its contict with the édenl govem-
ment. Under éderl law, Medicae beneitiaries
enmwlled in a manged cae plan thawithdraws or is ter
minated from the Medicag piogram ae entitled to

enpll in ary other localy available Medicae manged
care planwith no gap in coverage.

Under Massduusetts lav, BCBS and other medi
gap insuers ae required to pemit Medicae
benefciaries who lose their ceerage in this vay to
enmoll in any medigap product,as of the dective dde of
the loss of HMO ceerage. While this guaantees benre
ficiaries will hare access to some type of medtig
coverage, it does not ensiercompaable coverage or
premiums. Br example mary membes afected ly the
temination of Kaiser/Commnity Health Plars
Medicare plan hae no other HMO options andust
pay neaty $300 per monthdr Medex Gold or the com
parble AARP/United polig, which provide the same
type of unlimited dug coverage they had under the
Kaiser Medicag product.

The situgion in Nev Hampshig, and most other
staes,is even worse Under &deal law, most Medicae
benefciaries!! have a guaanteedight to tuy only cer
tain Medicae supplemental policies (PlaAsB, C,and

11 Membes of withdiewing Medicae managed cae plans o diopped out of a Medicarsupplemental poljcto join the manged cae plan also
have the ight to retum to their pevious medigp plan,provided:the polig is still being sold p the same inser; the/ had not been ealled in
the Medicae manged cae plan br moe than 12 monthg ¢he time of disermliment; andthey apply for coserage no lder than 63 dgs after
they disenoll from the Medicae manged cae plan. Benefiaries who still have time left in their initial six-month Medicaopen eraliment
petiod also hge guaanteed access toyamedigp policy being sold in their sta



Table 16

Medicare Managed Care Plan Withdrawals and Service Area Reductions in
Massachusetts and New Hampshire in 1999 and 2000

Date of .
Managed Care Plan withdrawal or Lo W3 P @1
. affected people affected
reduction
Massachusetts
Withdrawals
Aetna/USHC 1/1/99 All counties 17,000
Kaiser/Community 1/1/00 All counties 3,000
Service area reduction
Franklin,
Harvard Pilgrim 1/1/00 Hampden, 3,500
Hampshire
gglvtveglg‘f:ﬁl Plans of 1/1/00 Worcester 2,100
New Hampshire
Withdrawals
Tufts of New England Winter 00 All counties 1,000
Healthsource New 1/1/00 All counties 13,400
ampshire
Aetna/USHC 1/1/99 All counties 1,000
Matthew Thornton 1/1/99 All counties 2,300

Source: Health Care Financing Administration website, http.//www.hcfa. gov

F) if their manged cae plan leaes the Medica pio-
gram. None of theseofir guaanteed issue pducts
includes ag coverage for presciption drugs. If mem
bers of a withdawing Medicae manged cae plan
want to luy ary other type of Medica supplemental
policy, they may be subject to health ss#ning and/or
preexisting condition estictions. In adition, as dis
cussed hove, most Medicae supplement policies in
New Hampshie ae gge rated which means older bene
ficiaries generlly must pg significantly higher
premiums to obtain Medicarsupplemental e@rage
when thg lose their HMO plans.

Problem #7: Provider withdr awals have dis
rupted continuity of care for thousands of membes
of Medicare HMO plans in Massabusetts.There are
inadequate protections under stae or federal law to
ensure continuity of care for Medicare membes
when providers withdraw from Medicare managed
care plans.

In 1999,there was an unprcedented umber of
provider withdrawals from Medicae manged cae
plans in Massdwsetts. Table 18 details the major
withdrawals (although therma be othes). Mol than
11,000 Medicae benetiaries were afected ly these
provider actions.Although the easons citedybead
provider goup \aried, among the commonattors
were: financial losses; agrse selection in their mem
bership; ladk of daa from the HMOs to suppbmedical
manaement; and the unwillingness or bikty of the
HMOs to povide financial elief and/or adress the
undetying causes of these lossesjch as apidly
increasing pesciption drug costs.

Although membes of a Medicae managed cae
plan hae cetain potections under stalav and £deal
law if the manged cae plan teminaes its contact
with the deal govemment,there ae no potection br
membes if their povider teminaes his/her conact
with their Medicae HMO. Insteagmembes nmust wait
until the next geneal open eroliment peiod. Massa
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Table 18
Recent Provider Withdrawals from Medicare Managed Care Plans in
Massachusetts
- Number of
Managed Provider Provider Area affected patients
Care Plan Group/System
affected
St Luke’s/
Tufts Southcoast Hospital only New Bedford 7,000
Health System
UMass. Phys.l cians and Worcester Not available
Memorial hospital
Bri ghan’l and 44 Prlmar'y' Boston area 700
Women'’s care physicians
St Luke’s/
Il;li?r:?;ld Southcoast ;Ifi)ss Pigis and New Bedford 2,000
g Health System P
Mass. General 130 Prlmgry Boston area 1,400
care physicians
Bri gharr,l and 44 Prlmal},. Boston area 390
Women’s care physicians
. St Luke’s/
United Health Southcoast Hospital only New Bedford Not available
Care
Health System

Source: Boston Globe

chusetts lav requires all medigp cariers, including
Medicae HMOs,to hare an annal two-month open
enmliment peiod in Februaly and Mach, for coverage
effective ine 1. deanl law mandaes a one-month
open enoliment peirod for Medicae manged cae
plans in Neember of edt year, for coverage efective
Jaruary 1.

In Massabusettssome of the péents afected ly
the contact teminaions were &le to maintain their
cumrent pimary care plysician elaionships ly switch-
ing immedidely to other manged cae plansbut only
because:

a.their pimary care ptysicians had a corgct with
another Medicaa HMO;

b.the Medicae HMOs in Massdwsetts hee
made the bsiness decision to fi@ contiruous
open enoliment; and

¢. Medicae HMO membes ae pemitted to disen
roll at ary time from a Medicae manged
car.1?

Other membex were able to join Blue Coss Blue
Shields Mede& plans or the plans fdred by

AARP/United Healthca because these companies

decided to hold a special open eliment pefiod,
although thg had no lgal oHigation to do so.

Although the losiness pactices of manged cae
plans and the @pd will of BCBS a&erted a cisis for
patients in Massdwusetts in 1999consumes need
additional potections vinen their poviders withdaw
from Medicae manged cae plansThis poblem could
be adiressed § fedeal and/or stee lggislation. Two
options br addressing this pblem ae:

1. Limited gpproad:

12Beginning in 2002penefciaries will be unale to disenoll from a Medicae manged cae plan &ary time, but will be ale to disenoll only
during the fist six months of thegar and then be lged into the plandr the second half of theegr As of Jaruary 1,2003,benefciaries will be
able to disenoll from a manged cae plan duing the fist thiee months of thegar and loked into the plandr the emaining nine months of the

year
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*To require medigp cariers and HMOs to
have an open eotiment peiod for beneftiar
ies whose poviders teminae their contacts
with Medicae HMOs. The lgyislation could
include some minimam thiesholds theneed to
be met (a3., humber of péents afected
inability to join another HMO with compar
ble coverage and ates, etc). The
commissioner of insance could be igen
authoity to detemine if the "need" is ea
enough to tigger the open eotiment equire-
ment.

2. Compehensie gpproad:

* Chang the stte lav open enollment perod
to October and N\eember for coverage to be
effective Jruary 1 of the bllowing year This
would male stade lawv consistent withddeal
law, and with the contct tem of Medicae
manaed cae contacts. anuary 1 is the dee
on which the £deal govemment tlanges its
payment to Medicag manged cae planspn
which manged cae plans and most medig
cariers cdhange beneits and pemium etes,
and on vhich mana@ed cae plans teminae
contracts with thedderl govemment.

* Allow provider contacts with Medicag man
aged cae plans to be norenaved or
temminated ony as of &nuary 1 (except, per
haps, for a limited ange of "for cause"
reasons). Requar suficient notice ly
providers of non-eneval tha beneiciaries
will have this inbrmation in time to mak
informed doices duing the open emilment
peiiod.

 Ensue continiity of coverage for beneftiaries
whose poviders teminate their HMO con
tracts ly requiing Medicae manged cae
plans to penit beneftiaries to continie to see
these poviders in cetain situadions (eg., ter-
minal illness, seiious onging medical
condition). The contimity of cae languge in
the curent manged cae bills (House Bill
4525 and Sera Bill 1746) could sefe as the
basis br this section. (fiis section is imper
tant because it is utear whether stee lav

managed cae potections vould gply to
Medicae manged cae plans,even when
enactedpaticulady in light of the ecent &éd-
eral ruling in the Medicae HMO diug beneit
case (seeobtnote 7page 6).

Condusion

The information gathered for this eport sugyests
tha the medigp maket, including both taditional
Medicae supplemental insance policies and
Medicae HMOs,is serously flawed Individuals seek
ing insuance to ceer the gps in Medicae corerage
have enomous dificulty acquiing reliable afordable
and compehensie corerage. The pioblem is most
acute with espect to ceerage for presciption drugs.
Compehensie presciption drug coverage is essen
tially unavailable to hundeds of thousands of Medi@ar
benefciaries who aguably need sule coverage moe
than does theaneal populdion for whom it is moe
readiy obtaindle. Sudr coverage is completsi
unavailable in Nev Hampshie, as in nuch of the est of
the county. In Massahusetts,such coverage is
unavailable to enpllees of HMOs. While curently
offered in the Medicar supplement mket, rising costs
and a deteorating risk pool place sut coverage
increasingy beyond the means of most bermiies.

While the la& of presciption drug coverage is the
most pominent poblem in the medigp maket, it is by
no means the oplone Age rating and medical under
writing in New Hampshie male coverage difficult to
obtain r older and siker subsdbers. In Massaou-
setts,membes of Medicae manged cae plans hee
inadequée potection when their poviders withdrw
from a health plan or if tlyeseek to etum to the tadi
tional medigp maket.

These poblems can onl be adiressed thsugh
pubdic action. Action is neededtaboth the édeal and
stete levels:

At the federal level:

 Providing presciption drug coverage thiough
Medicale and/ or
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*Restoing the st&e’s flexibility to regulae
Medicae HMO benets tha was emoved Ly the
Balanced BudetAct of 1997;

« Strengthening the consumergpections in the
Medicale supplemental insance maket,includ-
ing eliminging age rang and medical
underwiting and allaving beneftiaries to etun
from HMOs to Medicae supplement plans with
out penalty

In Massadusetts:

* Ensuing tha people vinose poviders withdraw
from a manged cae plan can gin access to a
Medicare supplement plan withoutaiting for
the anmial open erollment peiod,

« Establishing a caastiophic dug coverage pio-
gram for Medicae benetiaries as povided for
in the FY2000 st& budget;

* Rexamining the gisting beneti padkages in the
Medicae supplemental insance maket, but
only after a sthle stde program poviding cada
strophic potection has been ebtshed

In New Hampshire:

* Collecting better d@ on the Medica supple
mental insuance maket and making thadaa
pubicly available;

* Improving accessdr older and siker enpllees
by limiting or eliminding age rating and medical
underwiting;

* Exploring ways to e&pand ceerage for low
income esidentspatticulay through the Medie
aid program.

In addition to these polig stgps thee is a needadr
additional reseach on the cuent stée of medigp cov-
erage for Medicae beneitiaries, since @od dda on
who has Wat level of coverage is not eadily available.
More dtention also needs to bévgn to educing the
undetying growth of costspatticulady for presciption
drugs.

Taken tayether these stps will allov medigp
coverage to fulfill its purpose of poviding protection
and secuty to Medicae beneitiaries. Filure to act
will only lead to the contimed detepration of cover-

age.
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Appendix

Massachusetts Health Policy Forum
Conducted by Bannon Communications Research
January 11 - January 18, 2000

Table 1A

SENIORS WHO WORRY VERY OFTEN OR FAIRLY OFTEN ABOUT
VARIOUS HEALTH CARE PROBLEMS

Not being able to afford out-
of-pocket medical costs

Notbeing able to afford
necessary prescription
drugs

Notbeing able to choose
own doctors and hospitals

Response

Notbeing able to afford
coveragetosupplement
medicare

Notbeing able to get tests
and other services

0% 10% 20% 30% 40% 50%
Percentage of Seniors

Table 2A

SENIORS WITH MEDIGAP COVERAGE

DK/NA

No

Response

Yes 5%

0% 20% 40% 60% 80%

Percentage of Seniors
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Table 3A

Response

SENIORS WITH MEDIGAP COVERAGE (BY STATE)

DK/NA :
® New Hampshire
o Massachusettes

No
0,

Yes %

%

0% 20% 40% 60% 80%

Percentage of Seniors

Table 4A

Response

SENIORS WITH MEDIGAP COVERAGE (BY AGE)

DK/NA
/ o 80+
o 75-79
m 70-74
No B 65-69
Yes
0% 20% 40% 60% 80% 100%

Percentage of Seniors
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Table 5A

SOURCE OF MEDIGAP COVERAGE (ALL SENIORS)
DK/ NA
Medicaid/ MASS Health

Self Purchased

Response

Employer/ Former Employer

0% 10% 20% 30% 40% 50% 60%

Percentage of Seniors

Table 6A

SOURCE OF MEDIGAP COVERAGE (BY STATE)

DK/NA mNew Hampshire
O Massachusettes

Medicaid/ MASS Health

SelfPurchased

Response

Employer/ Former Employer

0% 10% 20% 30% 40% 50% 60%

Percentage of Seniors
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Table 7A

SOURCE OF MEDIGAP COVERAGE (BY AGE)

7.32&
DK/ NA .J’Zz %o 080+
0,
1% o75-79
3.2%
Medicaid/ MASS Health 3.67% m70-74
o 6.1%
@ 8.3% b 65-69
o
2 | 434%
[v'4 SelfPurchased LR T /0
40.7%
[ 146.4%
Employer/ Former Employer 33.9% 62.2%
.97
0% 10% 20% 30% 40% 50% 60% 70%

Percentage of Seniors

Table 8A

PROVIDER OF MEDIGAP COVERAGE (ALL SENIORS)
DK/NA | |8.1%

Private Co. | 63.2%

Response

HMO |28.7%

0% 10% 20% 30% 40% 50% 60% 70%
Percentage of Seniors
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Table 9A

PROVIDER OF MEDIGAP COVERAGE (BY STATE

DK/NA
[«*]
(%)
g Private Co
%, riva .
& B New Hampshire
O Massachusettes
HMO
0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
Percentage of Seniors
Table 10A
PROVIDER OF MEDIGAP COVERAGE (BY AGE)
DK/NA
8 080+
s . O75-79
A m65-69
HMO

0%

20% 40% 60% 80% 100%
Percentage of Seniors




Table 11A

PRESCRIPTION DRUG COVERAGE OF
SENIORS WITH MEDIGAP POLICIES

DK/NA

No

Response

Yes %

0% 20% 40% 60% 80%
Percentage of Seniors

Table 12A

Response

PRESCRIPTION DRUG COVERAGE OF SENIORS
WITH MEDIGAP POLICIES (BY STATE)

B New Hampshire
O Massachusettes

DK/NA

i

No

Yes

0% 10% 20% 30% 40% 50% 60% 70%  80%
Percentage of Seniors
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Table 13A

Response

PRESCRIPTION DRUG COVERAGE OF SENIORS WITH
MEDIGAP POLICIES (BY AGE)

2.5%
.6%
1.0%
4.3%

DK/NA

30.8%

No 36.4%
234%
7.0%
66.7%
53.0%
Yes 75.7%
78.7%

l
0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Percentage of Seniors

o 80+

07579
m70-74
o 65-69

Table 14A

PRESCRIPTION CAP FOR SENIORS WITH
MEDIGAP COVERAGE (BY STATE)

1
DK/NA 5115%6;/" m New Hampshire
e @ Massachusetts

52.0%

No 34.3%

32.5%
Yes —— $1.0%

0% 20% 40% 60%
Percentage of Seniors

Response
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Table 15A

Response

PRESCRIPTION DRUG COVERAGE
OF ALL SENIORS

DK/NA

Medigap without
drug coverage

Medigap with
drug coverage

Medicare only

0% 10% 20% 30% 40% 50% 60%
Percentage of Seniors

Table 16A

PRESCRIPTION DRUG COVERAGE OF ALL
SENIORS (BY STATE)

DK/NA m New Hampshire
o Massachusettes
Medigap without

drugcoverage

Medigap with drug
coverage

Response

Medicare only

0% 10% 20% 30% 40% 50% 60%

Percentage of Seniors




Table 17A

PRESCRIPTION DRUG COVERAGE OF ALL SENIORS

(BY INCOME)
16.5% OAnnual Income greater than
Medigap withoutdrug . or equal to $20,000
coverage 183%
mAnnual Income less than
$20,000
)
g
8_ Medigap with drug 63.9%
3 coverage 410%
12
19.6%
Medicare only
40.7%
0% 10% 20% 30% 40% 50% 60% 70% 80%
Percentage of Seniors
Table 18A
PRESCRIPTION DRUG COVERAGE OF ALL SENIORS
(BY AGE)
1.5%
4%
DK/NA El).s% 080 years or more
3.1% O75-79 years
m70-74 years
Medigap 18-72"/2 3 m65-69 years
@ without drug Hop
c coverage 0%
o
Y
¥ . . 140.5%
o Medigap with 42.0%
drug coverage *59-6%
55.5%
| 39.2%
. 33.4%
Medicare only 5T 5%
29.4%
0% 20% 40% 60% 80%

Percentage of Seniors
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Table 19A

ANNUAL DRUG CAP FOR ALL SENIORS

DK/NA [17.3%

a2 Coverage without cap | 117.9%
[*]
§ Coverage withcap [ 124.1%
12
No coverage 150.8%
0% 20% 40% 60%
Percentage of Seniors
Table 20A
ANNUAL DRUG CAP FOR ALL SENIORS
(BY STATE)
ous [HLE0%
=0 m New Hampshire
o Coveragewihout 20.0% o Massachusettes
@ cap 17.5%
o
Q.
o . 12.5%
ry Coverage with cap b 26.0%

61.5%
49.0%

Nocoverage

0% 20% 40% 60% 80%
Percentage of Seniors
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Table 21A

Response

Coverage with cap

ANNUAL DRUG CAP FOR ALL SENIORS
(BY AGE)

‘ 10.6%
DK/INA (4%

13.7%
5.6%

) ‘ 17.2
Coveragewithout | 13.2%
cap 20.4%
21.2%

‘ 112.7%

%

28.4%
5.5%
28.7%

080 years or more
o75-79 years
m70-74 years
O065-69 years

159.5%

Nocoverage 7 58.0%
44.5%

0% 20%

40%
Percentage of Seniors

60% 80%

Table 22A

SENIORS WITH MEDIGAP COVERAGE
WHO'VE EXPERIENCED THE FOLLOWING

Increase in premiums

Reductions in drug coverage

Trouble paying for food etc. b/c of drug
expenses

Lost access to Drs.

Loss of drug coverage

U5.5%

0% 10%

20% 30%

Percentage of Seniors

40% 50%
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Table 23A

SENIORS WITH MEDIGAP COVERAGE WHO'VE
EXPERIENCED AN INCREASE IN PREMIUMS (BY STATE)

5.0% m New Hampshire
DK/NA 4.4% o Massachusetts
?
c 39.6%
o
%Have Not 51.8%
(4]
(14
Have 9914%
43.8%
0% 10% 20% 30% 40% 50% 60%
Percentage of Seniors
Table 24A
SENIORS WITH MEDIGAP COVERAGE WHO'VE
EXPERIENCED AN INCREASE IN PREMIUMS
(BY GENDER)
DK/NA 6.5% m Female
0.6% o Male
3 51.6%
S Have Not e
8. 47.1%
()
()
(14
41.9%
Have 5239
0% 20% 40% 60%

Percentage of Seniors
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Table 25A

Response

SENIORS WITH MEDIGAP COVERAGE WHO'VE EXPERIENCED
AN INCREASE IN PREMIUMS (BY AGE)

8.3%
1.8%
DK/NA 3 59
4.3%
136.7%
167.9%
Have Not 77 3%
50.7%
55.0%
30.2%
Have 49.3%
45.0%
0% 20% 40% 60% 80%

Percentage of Seniors

o 80+

075-79
m70-74
o 65-69




