
 
 
 
 
October 21, 2013  
 
 
The Honorable Dave Camp    The Honorable Fred Upton  
Chairman      Chairman  
House Ways and Means Committee   House Energy and Commerce Committee  
1102 Longworth Building    2125 Rayburn  
Washington, DC 20515    Washington, DC 20515 
 
The Honorable Kevin Brady    The Honorable Joe Pitts  
Chairman      Chairman  
Subcommittee on Health,    Subcommittee on Health  
 House Ways and Means Committee   House Energy and Commerce Committee  
1102 Longworth Building    2125 Rayburn  
Washington, DC 20515   Washington, DC 20515  
 
Dear Chairmen Camp, Upton, Brady, and Pitts:  
 
As members of the Coalition to Promote Choice for Seniors, we are writing regarding the 
important role played by Medigap policies in meeting the health care needs of seniors and 
persons with disabilities.  
 
We appreciate your leadership in addressing the long-term challenges facing the Medicare 
program, and we share your goal of modernizing Medicare for future generations. We are deeply 
concerned, however, that beneficiaries will be harmed by legislative proposals that call for 
restrictions on Medigap coverage options and a new surtax on Medigap policyholders.  
 
These proposals are driven largely by the belief that Medigap coverage leads beneficiaries to 
seek care that is not medically necessary. The National Association of Insurance Commissioners 
(NAIC) has stated emphatically, however, that Medigap does not lead to the overutilization of 
health care services. In a December 2012 letter to Secretary of Health and Human Services 
(HHS) Kathleen Sebelius, the NAIC stated: “We do not agree with the assertion being made by 
some parties that Medigap is the driver of unnecessary medical care by Medicare beneficiaries. 
As you are aware, Medigap plans pay benefits only after Medicare has determined that the 
services are medically necessary and has paid benefits.”  
 



 
 

After months of careful study, the NAIC found that: 1.) Medigap plans pay benefits only after 
Medicare has determined that the services are medically necessary and has paid benefits, and 2.) 
further noted that many peer-reviewed studies cautioned that higher levels of cost sharing would 
result in delayed treatments that could increase future Medicare costs and result in adverse health 
outcomes for vulnerable beneficiaries.  
 
The NAIC ultimately recommended that no nominal cost-sharing be added to Medigap plans 
with first dollar coverage, and Secretary Sebelius accepted that recommendation earlier this year.  
 
Concerns about Medigap’s perceived impact on utilization are linked to the 1984 RAND 
National Health Insurance Experiment, which has been found by more recent research to have 
questionable relevance to the Medicare population. For example, a subsequent analysis and 
study1 conducted by two leading economists concluded that the RAND study only examined the 
effects of lower cost-sharing on the under-65 population – a fact that is particularly important 
given that the Medicare population generally has lower incomes and higher rates of chronic 
conditions.  
 
Medigap insurance is a vitally important product for the millions of beneficiaries who choose 
Medicare’s original fee-for-service program. Working in tandem with Medicare, Medigap allows 
seniors and persons with disabilities to predictably manage their medical costs and to avoid the 
confusion and inconvenience of handling complex medical bills from providers. Medigap is 
particularly important to beneficiaries on fixed incomes and those living in rural areas. 
Restricting Medigap options could result in financial hardship for millions of seniors who 
already spend on average 15 percent of their income on health care.  
 
Looking forward, we urge you to consider the impact that Medigap reform proposals could have 
in limiting necessary medical services. This outcome could be detrimental to the health of 
Medicare beneficiaries and is likely to impose higher costs on the Medicare program in the long 
run. In addition, we ask that you keep in mind that the cost savings attributed to Medigap 
proposals by the Congressional Budget Office (CBO) are based on an assumption that both 
current and future policyholders would be impacted – not simply those who purchase Medigap 
coverage in the future. This would alter existing contracts that are “guaranteed renewable” under 
federal and state law, and could result in significant complaints and litigation by changing 
existing insurance contracts. 
 
Recognizing that Medigap is a critically important coverage option for Medicare beneficiaries, 
we believe that entitlement reforms considered by Congress, including steps to slow federal 
health care spending, should preserve Medigap as a choice for seniors. We ask you to consider 
these facts about Medigap and avoid legislation that could disrupt this important protection that 
is relied upon by millions of seniors and other Medicare beneficiaries.  
 

                                                            
1 Intended and unintended consequences of a prohibition on Medigap first-dollar benefits, October 2011, Cory 
Capps, PhD and David Dranove, PhD 
 



 
 

We look forward to working with you to strengthen Medicare for beneficiaries and to protect 
Medigap policyholders from legislative proposals that would undermine their coverage.  
 
Sincerely,  
 
Aetna 
America’s Health Insurance Plans 
American Republic Insurance Company 
American Retirement Life Insurance Company 
Blue Cross Blue Shield Association 
CNO Financial Group 
Equitable Life & Casualty Insurance Company 
Highmark 
Liberty National Life 
Medico Insurance Company 
Mutual of Omaha 
National Association of Health Underwriters 
National Association of Insurance and Financial Advisors 
Physicians Mutual Insurance Company 
Sterling Insurance 
Transamerica Companies 
United American Insurance Company 
WellPoint 

 


