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HEALTH AND ENVIRONMENTAL SCIENCES 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

MONTANA HEALTH MAINTENANCE ORGANIZATION ACT; TO ELIMINATE 

THE REQUIREMENT FOR CERTIFICATION BY THE DEPARTMENT OF 

HEALTH AND ENVIRONMENTAL SCIENCES BEFORE A CERTIFICATE OF 

AUTHORITY IS ISSUED TO A HEALTH MAINTENANCE ORGANIZATION; TO 

ELIMINATE OTHER REQUIREMENTS RELATING TO THE DEPARTMENT; 

AMENDING SECTIONS 33-31-102, 33-31-103, 33-31-201, 

33-31-202, 33-31-212, 33-31-401, 33-31-402, 33-31-404, AND 

33-31-405, MCA; REPEALING SECTION 33-31-104, MCA; 

PROVIDING AN EFFECTIVE DATE." 

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

AND 

Section 1. Section 33-31-102, MCA, is amended to read: 

"33-31-102. Definitions. As used in this chapter, 

unless the context requires othecwise, the following 

definitions apply: 

(1) "Basic health care services" means: 

(a) consultative, diagnostic, therapeutic, and referral 

services by a provider; 

(b) inpatient hospital and provider care; 
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(C) outpatient medical services; 

(d) medical treatment and referral services; 

(e) accident and sickness services by a provider to 

each newborn infant of an enrollee pursuant to 

33-31-301(3) (el, 

(f} care and treatment of mental illness, alcoholism, 

and drug addiction; 

(g) diagnostic laboratory and diagnostic 

therapeutic radiologic services: 

(h) preventive health services, including: 

(i) immunizations; 

(ii) well-child care from birth: 

(iii) periodic health evaluations for adults: 

(iv) voluntary family planning services; 

(v) infertility services; and 

and 

(vi) children's eye and ear examinations conducted to 

determine the need for vision and hearing correction~ and 

(i) treatment for phenylketonuria. "Treatment" means 

licensed professional medical services under the supervision 

of a physician and a dietary formula product to achieve and 

maintain normalized blood levels of phenylalanine and 

adequate nutritional status. 

{ 2) "Commissioner" means the commissioner of insurance 

of che state uf Montana. 

t3t--usep~rtme~t--~~--n~att"u--mea"B--~he--dep8rt~ent-o£ 

INTRODUCED BILL 
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heal~h-and-en¥¼rorunefttal-se¼ene~s-~revided-tor-¼n-~-T5-i¼8¼~ 

t4t--ue¼~ee~orU-means-~he-ftireeter-oi-the-depar~men~--or 

hea¼th-end-environmeftta¼-setenees-pro¥ided-io~-in-i-¼5-~i8i~ 

fStill "Enrollee" means a person: 

(a) who enrolls in or contracts with a health 

maintenance organization; 

(b) on whose behalf a contract is made with a health 

maintenance organization to receive health care services; or 

(c) on whose behalf the health maintenance organization 

contracts to receive health care services. 

t6ti!l "Evidence of coverage 11 means a certificate, 

agreement, policy, or contract issued to an enrollee setting 

forth the coverage to which the enrollee is entitled. 

t:,:t.ill "Health care services" means: 

(a) the services included in furnishing medical or 

dental care to a person; 

lb) the services included in hospitalizing a person; 

(c} the services incident to furnishing medical or 

dental care or hospitalization; or 

(d) the services included in furnishing to a person 

other services for the purpose of preventing, alleviating, 

curing, or healing illness, injury, or physical disability. 

tBtill "Health care services agreement" means an 

agreement for health care services between 

maintenance organization and an enrollee. 
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t9i-J.1.l 11 Health maintenance organization" means a person 

who provides or arranges for basic health care services to 

enrollees on a prepaid or other financial basis, either 

directly through provider employees or through contractual 

or other arrangements with a provider or a - ~--}up of 

providers. 

t¼9t.i!U. "Insurance producer" means an individual, 

partnership, or corporation appointed or authorized by a 

health maintenance organization to solicit applications for 

health care services agreements on its behalf. 

t¼¼t1.2..l "Person" mea.:::.s: 

(a) an individual; 

(b) a group of individuals; 

(c) an insurer, as defined in 33-1-201; 

(d) a health service corporation, as defined in 

33-30-101, 

(e) a corporation, partnership, facility, association, 

or trust; or 

(f} an institution of a governmental unit of any state 

licensed by that state to provide health care, including but 

not limited to a physician, hospital, hospital-related 

facility, or long-term care facility. 

t¼itil.Ql_ "Plan" means a health maintenance organization 

operated by an insurer or health service corporation as an 

integral part of the corporation and not as a subsidiary. 

-4-
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t¼-3t1!.!l "Provider" means a physician, hospital, 

hospital-related facility, long-term care facility, dentist, 

osteopath, chiropractor, optometrist, podiatrist, 

psychologist, licensed social worker, registered pharmacist, 

or nurse specialist as specifically listed in 37-8-202 who 

treats any illness or injury within the scope and 

limitations of his practice or any other person who is 

licensed or otherwise authorized in this state to furnish 

health care services. 

t¼4tl.!,ll "Uncovered expenditures" mean the costs of 

health care services that are covered by a health 

maintenance organization and for which an enrollee is liable 

if the health maintenance organization becomes insolvent." 

Section 2. Section 33-31-103, MCA, is amended to read: 

~33-31-103. Rules. fit The commissioner may, after 

notice and hearing, make reasonable rules necessary to 

effectuate this chapter. 

tit--~he--de~artmeftt-or-aeaitft-may-ma~e-reasonab¼e-rtt¼es 

"eeessary-to-eE£-eettie1te--t:h±~-eha~eer._.•• 

Section 3. 

"33-31-201. 

organizations. 

Section 33-31-201, MCA, is amended to read: 

Establishlllent of health maintenance 

(1) Notwithstanding any law of this state to 

the contrary, a person may apply to the commissioner for and 

obtain a certificate of authority to establish and operate a 

health maintenance organization in compliance with this 
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chapter. A person may not establish or operate a health 

maintenance organization in this state except as authorized 

by a subsisting certificate of authority issued to it by the 

commissioner. A foreign person may qualify for a certificate 

of authority if it first obtains from the secretary of state 

a certificate of authority to transact business in this 

state as a foreign corporation under 35-1-1001. 

(2) Each health maintenance organization operating in 

this state as of October lr 1987r shall submit an 

application for a certificate of authority under subsection 

(3) within 30 days after the effective date of rules adopted 

by the commissioner 8nd-the-deparement-ot-hee¼eb as provided 

in 33-31-103. Each such applicant may continue to operate in 

this state until the commissioner acts upon the application. 

If an application is denied under 33-31-202, the applicant 

must be treated as a health maintenance organization whose 

certificate of authority has been revoked. 

(3) Each application of a health maintenance 

organization, whether separately licensed or not, 

certificate of authority must: 

for a 

(a) he verified by an officer or authorized 

representative of the applicant; 

(b) be in a form prescribed by the commissioner; 

tc) contain: 

(i) the applicant's name; 

-6-
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{ii) the location of the applicant's home office or 

principal office in the United States (if a foreign person); 

(iii} the date of organization or incorporation; 

(iv) the form of organizatian (including whether the 

providers affiliated with the health maintenance 

organization will be salaried employees or 

individual contractors); 

(v) the state or country of domicile; and 

group or 

(vi) any additional information the commissioner may 

reasonably require; and 

(d) set forth the following information or 

accompanied by the following documents, as applicable: 

be 

(i) a copy of the applicant's organizational documents, 

such as its corporate charters or articles of incorporation, 

articles of association, partnership agreement, trust 

agreement, or other applicable documents, and all amendments 

thereto, certified by the public officer with whom the 

originals were filed in the state or country of domicile; 

(ii) a copy of the bylaws, rules, and regulations, or 

similar document, if any, regulating the conduct of the 

applicant's internal affairs, certified by its secretary or 

other officer having custody thereof; 

(iii) a list of the names, addresses, and official 

positions of the persons responsible for the conduct of the 

applicant's affairs, including all members of the board of 
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directors, board of trustees, executive committee, or other 

governing board or committee; the principal officers in the 

case of a corporationi and the partners or members in the 

case of a partnership or association; 

(iv) a copy of any contract made or to be made between: 

(A) any provider and the applicant; or 

(Bl any person listed in subsection [3)(d)(iii) and the 

applicant. The applicant may file a list of providers 

executing a standard contract and a copy of the contract 

instead of copies of each executed contract. 

(v) the extent to which any of the following will be 

included in provider contracts and the form of any 

provisions that: 

(A) limit a provider's ability to seek reimbursement 

for basic health care services or health care services from 

an enrollee; 

(B) permit or require a provider to assume a financial 

risk in the health maintenance organization, including any 

provisions for assessing the provider, adjusting capitation 

or fee-for-service rates, or sharing in the earnings or 

losses; and 

(C) govern amending or terminating an agreement with a 

provider; 

(vi) a financial statement 

assets, liabilities, and sources of 

-8-
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the applicant 1 s financial affairs are audited by independent 

certified public accountants, a copy of the applicant's most 

recent certified financial statement satisfies this 

requirement unless the commissioner directs that additional 

or more recent financial information is required for the 

proper administration of this chapter. 

{vii) a description of the proposed method of marketing, 

a financial plan that includes a projection of operating 

results anticipated until the organization has had net 

income for at least 1 year, and a statement as to the 

sources of working capital as well as any other source of 

funding; 

(viii) a power of attorney executed by the applicant, on 

a form prescribed by the commissioner, appointing the 

commissioner, his successors in office, and his authorized 

deputies as the applicant's attorney to receive service of 

legal process issued against it in this state; 

(ix) a statement reasonably describing the geographic 

service area or areas to be served, by county, including: 

(A) a chart showing the number of primary and specialty 

care providers, with locations and service areas by county; 

(B) the method of handling emergency care, with the 

location of each emergency care facility; and 

(C) the method of handling out-of-area services; 

(x) a description of the way 1n which the health 
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maintenance organization provides services to enrollees in 

each geographic service area, including the extent to which 

a provider under contract with the health maintenance 

organization provides primary care to those enrollees; 

(xi) a description of the complaint procedures to be 

used as required under 33-31-303; 

tx±±t-a-deserip~±o"-o~-ehe-proeednres-and-pregrams-to-be 

tmp¼emeneed-ee-mee~-~he-qnal¼ty-0£-hea¼eh-eare--reqtt¼remen~s 

±n-33-3¼-%8%~ 

fxtt~t(xii) a description of the mechanism by which 

enrollees will be afforded an opportunity to participate in 

matters of policy and operation under 33-31-222: 

tx±•t(xiii) a summary of the way in which administrative 

services will be provided, including the size and 

qualifications of the administrative staff and the projected 

cost of administration in relation to premium income. If the 

health maintenance organization delegates management 

authority for a major corporate function to a person outside 

the organization, the health maintenance organization shall 

include a copy of the contract in its application for a 

certificate of authority. Contracts for delegated management 

authority must be filed with the commissioner in accordance 

with the filing provisions of 33-31-301(2); however, nothing 

in this subsection deprives the health maintenance 

organization of its right to confidentiality of any 

-10-
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proprietary information, and the commissioner may not 

disclose that proprietary information to any other person. 

All contracts must include: 

(A) the services to be provided; 

the standards of performance for the manager; {B) 

(C) the method of payment, including any provisions for 

the administrator to participate in the profits or losses of 

the plan; 

(D) the duration of the contract; and 

(E) any provisions for modifying, terminating, or 

rene~ir.g the contract; 

txvt(xivJ a summary of all financial guaranties by 

providers, sponsors, affiliates, or parents within a holding 

company system or any other guaranties that are intended to 

ensure the financial success of the plan, including hold 

harmless agreements by providers, insolvency insurance, 

reinsurance, or other guaranties; 

txv~t~ a summary of benefits to be offered enrollees, 

including any limitations and exclusions and the 

renewability of all contracts to be written; 

txv±±t(xvi) evidence that it can meet the requirement of 

33-31-216(10); and 

txYii¼t(xvii) any other information 

commissioner may reasonably require 

determinations required in 33-31-202. 
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(4) Each health maintenance organization shall file 

each substantial change, alteration, or amendment to the 

information submitted under subsection (3) with the 

commissioner at least 30 days prior to its effective date, 

including changes 

organization type, 

in articles of incorporation and bylawsr 

geographic service area, provider 

contracts, provider availability, plan administration, 

financial projections and guaranties, and any other change 

that might affect the financial solvency of the plan. The 

commissioner may, after notice and hearing, disapprove any 

proposed change, alteration, or amendment to the business 

plan. The commissioner may make reasonable rules exempting 

from the filing requirements of this subsection those items 

he considers unnecessary. 

{5) An applicant or a health maintenance organization 

holding a certificate of authority shall file with the 

commissioner all contracts of reinsurance and any 

modifications thereto. An agreement between a health 

maintenance organization and an insurer is subject to Title 

33, chapter 2, part 12. A reinsurance agreement must remain 

in full force and effect for at least 90 days following 

written notice of cancellation by either party by certified 

mail to the commissioner. 

{6) Each 

maintain, at 

health maintenance organization shall 

its administraCive office, and make available 

-12-
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to the commissioner upon request executed copies of all 

provider contracts. 

(7) The commissioner may make reasonable rules 

exempting an insurer or health service corporation operating 

a health maintenance organization as a plan from the filing 

requirements of this section if information requested in the 

application has been submitted to the commissioner under 

other laws and rules administered by the commissioner." 

Section 4. Section 33-31-202, MCA, is amended to read: 

•33-31-202. Issuance of certificate of authority. t½t 

8pen-reee±pt-of-an-app¼¼eat±on-for-issuDnce-o£-a-cer~±ficate 

of--sttthori~y7-the-eolftft\ieeiener-9fta¼¼-trenemit-ee~ies-ef-the 

app¼±eat±on-and-aecompeny±ng-doc~ments-to-the-depa~~ment--ef 

hea±en.-~he-depa~tmeftt-ef-hea¼th-sha¼¼-determ±ne-whether-the 

app¼ieant--£0~--a--eer~i£ieate-0£-atttherity7-w±th-ree~eet-to 

hea¼th-eare-serv±ees-te-be-turnished,-has~ 

tat--demonetrated-the-w±¼¼tngness-and-~tent±a¼--ab±¼±ty 

to--ass~re--that--it--wi¼¼-prov±de-heal~h-eare-eervieee-¼n-a 

manner-assttring-ava±iabi¼±ty-and-aeeeseib±¼±ty--ot--adeqttate 

personne¼---and---faei¼it±ee---and--enhanetng--ava±¼ab±¼±ty; 

aeeess±bi¼ity;-and-eontinttity-0£-eerYiee7 

tbt--arrangements,-estab¼±shed-in--aeeordanee--with--the 

rnles--made--by--the--departMent--e~--h~a¼th;-£or-an-engoin~ 

qtte¼±ty---es~ttranee---program---eoneerning----hea±tn----eare 

e~ai¼ab±¼ity7-aeeeesibi¼it7,-and-eontintt±ty-of-ser~iee7-and 
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tet--a--proeedure,--estab¼±shed-¼n-aeeordanee-with-rtt¼es 

e£-tfte-departme"t-o£-he~¼th7-to-deve¼op7 -eempi¼e7--evalttate7 

and---report---statisties---re¼at±ng--to--the--eost--0£--±te 

operations,-the-~attern-e£-ttt±¼ization-o£-ite-serv±ees,--the 

ava±labi¼±ty--and--aeeessibility--0£--its--serviees,-and-any 

other--mattere--as--may--be--reaeonab¼y--reqtt±red---by---the 

department-of-health. 

tit--With±n-66-deys-oE-reee±pt-0£-the-epp¼±eet±on-rrom-e 

heaith---maintenanee---arganizatien---£or---issttanee---o£--a 

eerti£ieate-o£-attthority,-the--department--o£--hea¼th--she¼¼ 

eertify---to--the--eoffll!\iss±oner--that--t"e--~roposed--hea¼th 

m.aintenanee---organizat±on---meets---the---requirements---0£ 

sttbseetton-t¼t-or-sha¼¼,-after-notiee--and--hearing,--notify 

the--eonunissioner--that--the-hea¼th-maintenanee-organ±zation 

does--not--meet--those--reqttirements--and--speei£y--in--what 

respeets-it-is-def±eient•-~he-direetor--may--extend--by--net 

more--than--an-additiona¼-38-days-the-period-with±n-whieh-he 

May-eert±£y-to-tfte-eenunissiefler--tftat--the--~reposed--hea¼tft 

msintenane~---e~gan±zation---meet~--e~--deee--fto~--meet--ehe 

reqtt±rements-of-sttbseetion--tit--by--giving--noCiee--of--the 

exten~ien--~o--the--eefflffi¼ss*oner--and-the-heai~h-ma¼ntenanee 

o~gan±~ation-8e£ore-the-exp±ret¼en--e£--~he--¼n±t½a¼--68-dey 

per*od7 

t3t ll_l The commissioner shall issue or deny a 

certificate of authority to any person filing an application 

-14-
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pucsuant to 33-31-201 within 180 days e~--reeeipt--0£--the 

eerti£±eat~~n---fpem--the--department--ef--hea¼th after he 

receives the application~ The commissioner shall grant a 

certificate of authority upon payment of the application fee 

prescribed in 33-31-212 if the commissioner is satisfied 

that each of the following conditions is met: 

(a) The persons responsible for the conduct of the 

applicant's affairs are competent and trustworthy. 

t~t--~he--departm.ent--0£-hea¼th-eerti~ies,-in-aeeordanee 

with---sttflseet±on---tit7---that---the---hea¼th---ma±ntenenee 

o~gan¼zat%enis--preposed--p%a~--of---ope~~~ien---m~et~---the 

~eqtt¼rements-of-s~bsec~ien-t½tT 

tetfil The health maintenance organization will 

effectively provide or arrange for the provision of basic 

health care services on a prepaid basis, through insurance 

or otherwise, except to the extent of reasonable 

requirements for copayments. 

tdt1.£l The health maintenance organization is 

financially responsible and can reasonably be expected to 

meet its obligations to enrollees and prospective enrollees. 

In making this determination, the commissioner may in his 

discretion consider: 

(i) the financial soundness of the arrangements for 

health care services and the schedule of charges used in 

connection therewith; 

-15-
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(ii) the adequacy of working capital; 

(iii) any agreement with an insurer, a health service 

corporation, a government, or any other organization for 

ensuring the payment of the cost of health care services or 

the provision for automatic applicability of an altPrnative 

coverage in the event of discontinuance of the health 

maintenance organization~ 

{iv) any agreement with providers for the provision of 

health care services; 

(v) any deposit of cash or securities submitted in 

accordance with 33-31-216; and 

(vi) any additional information as the commissioner may 

reasonably require. 

tetl<!l The enrollees will be afforded an opportunity to 

participate in matters of policy and operation pursuant to 

33-31-222. 

tfti!l. Nothing in the proposed method of operation, as 

shown by the information submitted pursuant to 33-31-201 or 

by independent investigation, violates any provision of this 

chapter or rules adopted by the commissioner o~---~fte 

department-or-health. 

tgt--Any--defieieneies--identified--by-tbe-department-of 

~e8¼~h-ha~e-bee~-eerreeeee~ 

t4~_ill The commissioner may in his discretion deny a 

certificate of authority only if he complies with the 

-16-
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requirements of 33-31-404." 

Section 5. Section 33-31-212, MCA, is amended to read: 

"33-31-212. Fees. (1) Each health maintenance 

organization shall pay to the commissioner the following 

fees: 

(a) for filing an application for a certificate of 

authority or amendment thereto, $300; 

( b) for filing an amendment to the organization 

documents that requires approval, $25; 

(c) for filing each annual statement, $25; 

( d) for annual continuation of certificate of 

authority, $300. 

(2) All fees, miscellaneous charges, fines, penalties, 

and those amounts received pursuant to 33-31-211(3) and 

33-31-405 collected by the commissioner pursuant to this 

chapter and the rules adopted thereunder must be deposited 

in the general fund. 

t3t--~he-d±reetor-may-a9sess-~ees-"eeessary-and-adeq~ate 

to-eover-the-expenses-of-the-d±reetori~-£ttnet±on~-~nder-th¼s 

e~apterT"' 

Section 6. Section 33-31-401, MCA, is amended to read: 

"33-31-401. Examination. ( 1) The commissioner may 

examine the affairs of a health maintenance organization as 

cEcen as is reasonably necessary to protect the interests of 

the people of this state. The commiss:cner shall make an 
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examination at least once every 3 years. 

t~t--~he---department---ot---heaith---may---exaffl½ne--the 

avaiiabiiity,-aeeess*bi¼ity,-aft~-eoftt±nttity--0£--the--heaith 

eare---ser~±ees---proTided---by---any---health---fflainteftanee 

or9afti%at¼on---and---the--pro•ieers--with--whom--the--hea¼th 

ffla¼ftteftanee-organization-has-eontraets7-a~reemen~S7-or-other 

arran9ements-as-0£ten-as-¼s-reasonab¼y-neeessary-te--pro~eet 

the-iftte~e~t~-o£-the-people-o£-this-state~-~he-de~artment-e£ 

--· hea¼th--shall-ma~e-stteh-an-exam±nat±on-at-¼east-onee-ewery-3 

yearsT 

t3t.ill Each authorized health maintenance organization 

and provider shall submit its relevant books and records for 

the examinations 

examinations. For 

and 

the 

in every 

purpose 

way facilitate the 

of examination, the 

commissioner and--the--department--or-ftea¼th may administer 

oaths to and examine the officers and insurance producers of 

the health maintenance organization and the principals of 

the providers concerning their business. 

t~t--tat-tit(3) (a) Upon presentation of a detailed 

account of the charges and expenses of examinations by the 

commissioner, the health maintenance organization being 

examined shall pay to the examiner as necessarily incurred 

on account of the examination the actual travel expenses, a 

reasonable living-expense allowance, and a per diem, all at 

reasonable rates customary therefor and as established or 
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adopted by the commissioner. The commissioner may present an 

account periodically d~ring the cou~se of the examination or 

.:-.:t the termination of ~he examinati.:-,r. as the commissioner 

considers proper. A person ~ay not pay and an examiner may 

~ot accept any add1tio~a: emalume~t on account of any 

exam1nat1on. 

tiitfil If a health rna~nter.ance vrganization fails to 

pay the cha:ges and expenses as :eter=ed tc in subsection 

t4ttatfit ~, the C8IT~issioner shall pay them out of the 

funds of the conur.issl.cner in the same manner as other 

disbursements oE funds. The amc~rr eo paid must De a lien 

upon all of the person's assets a~d property in this state 

a~d ~ay be recovered by suic by the attorney general on 

be:1ai: of the state of Montane. and restored ::o the 

appropriate fund. 

tbt--~he--expen~e~--of--exam±na~~on--eondtteteO--by---the 

d±reetor--tlnder--t~±~--~eet±on--mtt~~-be-a~~e~~eO-ag~±n~t-the 

neaTth--ma±ntena~ee--org~n±~a~±~~--and---rem±tteO---to---the 

cit:rel"::ter-;-

t5till In lieu of an examination, the com.missioner or 

the-d±reeto~ may accept the report o= an examination made by 

the commissioner or-the-O±reetor of anotI"'.er state." 

Section 7. Section 33-31-402, MCA, is ame~ded to read: 

''33-31-402. Suspension or revocation of certificate of 

dUthority. (l) The com.~issione: may 1n his d:scretion 

-l.9-
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suspend or revoke any certificate of authority issued to a 

health maintena~ce organization under this chapter if he 

finds that any cf the following conditions exist: 

(a) T~e health maintenance organization is operating in 

contravention of its basic organizational document or in a 

manner contrary ~o that described in any ether information 

submitted under 33-31-201 and provided that such operation 

adversely affects the health maintenance organization's 

ability to provide benefits and operate under the 

application approved by the commissioner, unless amendments 

~8 such submissions have bee~ filed witM a~d a?proved by the 

commissioner. 

ib) The 

evidences of 

health care 

health 

coverage 

services 

maintenance 

or uses 

that do 

requirements of 33-31-301. 

organization issues 

a sched~le of charges for 

not comply with the 

{c) The health maintenance organ:zation does not 

provide or arrange for basic health care services. 

tdt--The-d±reetor,-a£ter-net±ee-end--hear±n9,--eert±~±es 

to-the-eonunt~~tener-that~ 

t±t--the--hea!~h--ma±ntenanee-or98n±z8t±on-doe~-not-meet 

the-reqtt±rement~-o~-33-3r-i0it±t7-or 

t±±t-the-hea±th-metntenanee-organ±zat±on--t~--~nabte--to 

£~if±tt-it~-eb±±9~tion~-to-~ttr~~~~-heBtth-eare-~e~~iee~• 

tet® The hedlth maintenance organ.:zation is no longer 
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financially responsible and may reasonably be expected to be 

unable to meet :ts obligations to enrol:ees or prospective 

~nrollees. ' ' 
fft~ The health maintenance orga.nizaticn na.s tailed 

tu i:nplement 

oppc:-tunity to 

a mecnanism 

participate 

affording 

ir. matters 

the enrol:ees an 

and of policy 

opera~io~ under 33-31-222. 

t~t.i.!.l The health maintenance organizdc:on has failed 

to iffiplement the complaint system required by 33-31-303 co 

resolve valid ccmplaints in a reasonable man~e~. 

tnti.S.l The health ma1nt~ndnce organization, or any 

pers:::,n on its behalf, has advertised or merchand:.sed its 

services in an untrue, misrepresentative, rr:is~eading, 

deceptive, or unfair manner. 

t±t.1.!!l Tr'.e continued operat:.cn 

maintenance o~ganization would be 

enrollees. 

of the riea::.. t:1 

hazardous t::i :. ts 

tjt.Ll..l :'he :lealth maintenance ,:irganizat:.:'.!~ :--.as 

otherwise failed to substantially comply witn this cnaprer. 

(2) The commissioner may in his discretion suspend or 

revoke a certificate of authority only if he complies with 

the ~equirements of 33-31-404. 

I 3 I W~en the certi:"icate cf authcrity of 

;:,a1ntenance crganizati::rn is s·...:s:;:;e:-:,~ed, :::r_e 

a f'.eal th 

:-:t-'2 i :- h 

ma_~te~ance organization may rioc, dur~~g t~e peri=d ~f ::,uch 
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suspension, 

infants er 

enrollees 

enroll any additional enrollees except newborn 

ctne~ newly acquired dependents of existing 

a;--,d ~ay ~Gt enga~e in any advertisLng or 

solicitd'Cior.. 

I 4 l ::: E the cc~.r.-. .:.ss:.oner revokes the certificate of 

a.uthcrity uf a ne~l~~ maintenance organization, the health 

main~enance crganizat~on shall proceed, immediately 

followi~g the effective date of the order of revocation, to 

~ind up its affairs a~d may not transact further business 

except as may De essen~ial to the orderly conclusion of its 

affairs. It ~ay not engage in further advertising or 

so~ic1taticn following ~he effective date of the order of 

revccatior.. ·:i:-i e ~omi~~ss:oner may by written order permit 

further operation of the health maintenance organization 

he finds f~rther 2peration to be in the best interest 

enrollees tJ ~he exte~t that enrollees will be afforded 

1.: 

of 

the 

gre3tes: ?:actica: cpportunity to obtain continuing healt~ 

ca::-e ccverage." 

Section 8. Sectior, 33-31-404, MCA, is amended to read: 

"33-31-404. Administrative procedures. (1) When the 

commissioner has c.,;1.'.:se to believe that grounds for the 

deni.:11 of a11 app:ica:io~ for a certificate of authority 

exist or that ~rcu~~s f2~ t~e suspension or revocation of a 

cet-:it_,~..:;_t,~ .._~t -~-r ~- exist, he shall give written ,otice 

tc :he '.1edlth ndi~:e~a~ce orga~ization a~d-ehe-departmene-e~ 
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heaH:h specifically stating the grounds for denial, 

' ~ 
suspension, or revocation and fixing a time of at least 30 

days after the notice for a hearing on the matter. 

(2) ~he--d¼reetor--or-his-des±gnated-representat±ve-may 

a~tend-the-hear¼ng-and-may-part¼e±pate--in--the--proeeed±ng• 

~he--reeommendat¼ons--and--f±ndings--o~--the--director--with 

respeet---to---matters---re¼ating---to---the---ayai¼abi¼ity, 

aeeess±e±¼ity,---and--eent~nttity--0£--hea¼th--eare--services 

provided-in-eonneetion-with-any-dee±s±on--regarding--den±a½, 

sttspens±on,-or-reyoeation-o£-a-eerti£ieate-o£-a~therity-mttst 

be--eene¼as¼~e--and-bind±ng-apon-the-eoffllft±ssioner• After the 

hearing, or upon the failure of the health maintenance 

organization to appear at the hearing, the commissioner 

shall make written findings and act as he considers 

advisable. The commissioner shall mail the written findings 

to the health maintenance organization a~rl-~ttbm±t-a-eopy--eo 

ehe--d±reetor. The action of the commissioner and--the 

reeofflffle~dat±on~--and-i±nding~-e~-the-dtreetor-are is subject 

to review by the district court having jurisdiction. The 

court may, in disposing of the issue before it, modify, 

affirm, or reverse the order of the commissioner in whole or 

in part. 

(3) Where notice and hearing are required with regard 

to actions taken by the commissioner under this chapter, the 

requirements of 33-1-314 through 33-1-316 and Title 33, 
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chapter 1, part 7, apply, except that the formal rules of 

pleading and evidence must be observed. To the extent that 

33-1-314 through 33-1-316 and Title 33, ot,apter l, part 7, 

do not address the notice and hearing requirements of this 

chapter, the provisions of Title 2, ch~pter 4, parts 6 and 

7, apply. 

t•t--Where--ftotiee--and-hearing-are-reqttired-with-reqard 

~o-ae~¼ons-ta~eft-by-~he-d¼reetor--ttnder--this--ehaptery--the 

provisiefts-0£-~itie-%7-ehapter-4,-parts-6-aftd-~7-app¼y~" 

Section 9. section 33-31-405, MCA, is amended to read: 

"33-31-405. Penalties and enforcement. ( 1) The 

commissioner may, in addition to suspension or revocation of 

a certificate of authority under 33-31-402, after notice and 

hearing, impose an administrative penalty in an amount not 

less than $500 or more than $10,000 if he gives reasonable 

notice in writing of the intent to levy the penalty and the 

health maintenance organization has a reasonable time within 

which to remedy the defect in its operations that gave rise 

to the penalty citation. 

(2) If the commissioner or-the-direetor has cause to 

believe that a violation of this chapter has occurred or is 

threatened, the commissioner or-the-direeter may: 

(a) give notice to the health maintenance organization 

and to the representatives or other persons who appear to be 

involved in the suspected violation; 
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(b) arrange a conference with the alleged violators or 

their authorized representatives to attempt to ascertain the 

facts relating to the suspected violation; and 

(c) if it appears that a violation has occurred_~or is 

5 threatened, arrive at an adequate and effective means of 

6 correcting or preventing the violation. 

7 ( 3) (a) The commissioner may issue an order directing a 

8 health maintenance organization or its representative to 

9 cease and desist from engaging in an act or practice in 

10 violation of this chapter. 

11 (b) Within 15 days after service of the cease and 

12 desist order, the respondent may request a hearing to 

13 determine whether acts or practices in violation of this 

14 chapter have occurred. The hearing must be conducted 

15 pursuant to Title 2, chapter 4, part 6, and judicial review 

16 must be available as provided by Title 2, chapter 4, part 7. 

17 I 4 l If a health ~aintenance organization violates a 

18 provision of this chapter and the commissioner elects not to 

19 issue a cease and desist order or if the respondent does not 

20 comply with a cease and desist order issued pursuant to 

21 subsection (3), the commissioner may institute a proceeding 

22 to obtain ~njunctive or other appropriate relief in the 

23 district court of Lewis and Clark County. 11 

24 NEW SECTION. Section 10. Repealer. Section 33-31-ltl;, 

25 MCA, is repealed. 
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NEW SECTION. Section 11. Effective date. [This act] is 

effective July 1, 1991. 

-End-
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HEALTH AND ENVIRONMENTAL SCIENCES 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

MONTANA HEALTH MAINTENANCE ORGANIZATION ACT; TO ELIMINATE 

THE REQUIREMENT FOR CERTIFICATION BY THE DEPARTMENT OF 

HEALTH AND ENVIRONMENTAL SCIENCES BEFORE A CERTIFICATE OF 

AUTHORITY IS ISSUED TO A HEALTH MAINTENANCE ORGANIZATION; TO 

ELIMINATE OTHER REQUIREMENTS RELATING TO THE DEPARTMENT; 

AMENDING SECTIONS 33-31-102, 33-31-103, 33-31-201, 

33-31-202, 33-31-212, 33-31-401, 33-31-402, 33-31-404, AND 

33-31-405, MCA; REPEALING SECTION 33-31-104, MCA; 

PROVIDING AN EFFECTIVE DATE." 

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

AND 

Section 1. section 33-31-102, MCA, is amended to read: 

"33-31-102. Definitions. As used in this chapter, 

unless the context requires otherwise, 

definitions apply: 

(1) "Basic health care services• ~eans: 

the following 

(a) consultative, diagnostic, therapeutic, and referral 

services by a provider: 

(b) inpatient hospital and provider care; 

~-,..,....,,..c..,,,,. 
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(c) outpatient medical services; 

(d) medical treatment and referral services; 

(e) accident and sickness services by a provider to 

each newborn infant of an enrollee pursuant to 

33-31-301(3) (e); 

(f) care and treatment of mental illness, alcoholism, 

and drug addiction; 

(g) diagnostic laboratory and diagnostic 

therapeutic radiologic services; 

(h) preventive health services, including: 

(i) immunizations; 

(ii) well-child care from birth; 

(iii) periodic health evaluations for adults; 

(iv) voluntary family planning services; 

(v) infertility services; and 

and 

(vi) children's eye and ear examinations conducted to 

determine the need for vision and hearing correction; and 

(i) treatment for phenylketonuria. "Treatment" means 

licensed professional medical services under the supervision 

of a physician and a dietary formula product to achieve and 

maintain normalized blood levels of phenylalanine and 

adequate nutritional status. 

(2) "Commissioner" means the commissioner of insurance 

of the state of Montana. 

t3t--4 9epa~tment--ef--heal~h 4 --mean~--tfte--depar~ment-or 

SECOND READING 
-2-
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hes¼th-and-en•i~onm.enta¼-seiences-provided-Eer-in-i-¼5-i¼9¼• 

t•t--ue¼ree~oru-means-the-direetor-or-the-depar~ment--or 

hea¼~h-and-environmen~a¼-se¼enees-provided-rer-in-i-¼5-i¼8±• 

t5t1ll_ 

(a) who 

"Enrollee" means a person: 

enrolls in or contracts 

maintenance organization; 

with a health 

(b) an whose behalf a contract is made with a health 

maintenance organization to receive health care services: or 

(c) on whose behalf the health maintenance organization 

contracts to receive health care services4 

t6t1!1 "Evidence of coverage" means a certificate, 

agreement, policy, or contract issued to an enrollee setting 

forth the coverage to which the enrollee is entitled. 

t~till "Health care services" means: 

(a) the services included in furnishing medical oc 

dental care to a person; 

(b) the secvices included in hospitalizing a person: 

(c) the services incident to furnishing medical or 

dental care or hospitalization: or 

fd) the services included in furnishing to a person 

other services for the purpose of preventing, alleviating, 

curing, or healing illness, injury, or physical disability. 

t8till "Health care services agreement" means an 

agr~ement for health care services between 

maintenance organization and an enrollee. 
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t9till "Health maintenance organization• means a person 

who provides or arranges for basic health care services to 

enrollees on a prepaid or other financial basis, either 

directly 

or other 

provideC's. 

through provider employees or through contractual 

arrangements with a provider or a group of 

t¼9ti!l .. Insurance producer" means an individual, 

partnership, or corporation appointed or authorized by a 

health maintenance organization to solicit applications for 

health care services agreements on its behalf. 

t¼¼t12.l "Person• means: 

(a) an individual; 

(b) a group of individuals; 

(c) 

Cd) 

an insurer, 

a health 

33-30-101: 

as defined in ]3-1-201; 

service corporation, as defined in 

(e) a corporation, partnership, facility, association, 

or trust; or 

(f} an institution of a governmental unit of any state 

licensed by that state to provide health care, including but 

not limited to a physician, hospital, hospital-related 

facility, or long-t~rm care facility. 

tl~t1..!.Q.l "Plan" means a health maintenance organization 

operated by an insurer or health service corporation as an 

integral part of the corporation and not as a subsidiary. 
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tl:3til!l "Provider" means a physician, hospital, 

hospital-related facility, long-term care facility, dentist, 

osteopath, chiropractor, optometrist, podiatrist, 

psychologist, licensed social worker, registered pharmacist, 

or nurse specialist as specifically listed in 37-8-202 who 

treats any illness or injury within the scope and 

limitations of his practice or any other person who is 

licensed or otherwise authorized in this state to furnish 

health care services~ 

t±4t.!.!.11. "Uncovered expenditures" mean the costs of 

health care services that are covered by a health 

maintenance organization and for which an enrollee is liable 

if the health maintenance organization becomes insolvent." 

Section 2. Section 33-31-103, MCA, is amended to read: 

•33-11-101. Ruies. t¼t The collllllissianer may, after 

notice and hearing, make reasonable rules necessary to 

effectuate this chapter. 

t~t--~he--departmen~-e£-ftea~th-may-make-reasonab½e-rttles 

neeessary-to-e£feeetta~e-th¼s-ehapte~~" 

Section 3. Section 33-31-201, MCA, is amended to read: 

"33-31-201. Establishment of health maintenance 

organizations. (l) Notwithstanding any law of this state to 

the contrary, a person may apply to the commissioner for and 

obtain a certificate of authority to establish and operate a 

health maintenance organization in compliance with this 
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chapter. A person may not establish or operate a health 

maintenance organization in this state except as authorized 

by a subsisting certificate of authority issued to it by the 

commissioner. A foreign person may qualify for a certificate 

of authority if it first obtains from the secretary of state 

a certificate of authority to transact business in this 

state as a foreign corporation under 35-1-1001. 

(2) Each health maintenance organization operating in 

this state as of OCtober 1, 1987, shall submit an 

application for a certificate of authority under subsection 

(3) within 30 days after the effective date of rules adopted 

by the commissioner and-the-ftepar~mene-ot-hea¼eh as provided 

in 33-31-103. Each such applicant may continue to operate in 

this state until the commissioner acts upon the application. 

If an application is denied under 33-31-202, the applicant 

must be treated as a health maintenance organization whose 

certificate of authority has been revoked. 

(]) Each application of a health 

organization, whether separately 

certificate of authority must: 

{a) be verified by an 

representative of the applicant; 

licensed 

officer 

or 

or 

maintenance 

not, for a 

authorized 

(b) be in a form prescribed by the commissioner: 

{ c) contain: 

(i) the applicant's name; 

-6-
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{ii) the location of the applicant's home office or 

principal offi~e in the United States (if a foreign person); 

(iii) the date of organization or incorporation; 

(iv) the form of organization 

providers affiliated with 

( including 

the health 

organization will be salaried employees or 

individual contractors); 

(v) the state or country of domicile; and 

whethe[' the 

maintenance 

group or 

(vi) any additional information the commissioner may 

reasonably require; and 

(d) set forth the following information or be 

accompanied by the following documents, as applicable: 

(i) a copy of the applicant's organizational documents, 

such as its corporate charters or articles of incorporation, 

articles of association, partnership agreement, trust 

agreement, or other applicable documents, and all amendments 

thereto, certified by the public officer with whom the 

originals were filed in the state or country of domicile; 

(ii) a copy of the bylaws, rules, and regulations, or 

similar document, if any, regulating the conduct of the 

applicant's internal affairs, certified by its secretary or 

other officer having custody thereof; 

(iii) a list of the names, addresses, and official 

positions of the persons responsible for the conduct of the 

applicant's atfairs, including all members of the board of 
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directors, board of trustees, executive committee, or other 

governing board or committee; the principal officers in the 

ca-se of a corporation; and the partners or members in the 

case of a partnership or association; 

(iv) a copy of any contract made or to be made between: 

(A) any provider and the applicant; or 

(B) any person listed in subsection (J)(d)(iii) and the 

applicant. The applicant may file a list of providers 

executing a standard contract and a copy of the contract 

instead of copies of each executed contract. 

(v) the extent to which any of the following will be 

included in p,ovider contracts and the form of any 

provisions that: 

(A) limit a provider's ability to seek reimbursement 

for basic health care services or health care services from 

an enrollee; 

(B) permit or require a provider to assume a financial 

risk in the health maintenance organization, including any 

provisions for assessing the provider, adjusting capitation 

or fee-for-service rates, or sharing in the earnings or 

losses; and 

(C) govern amending or terminating an agreement with 

provider; 

a 

(vi) a financial statement 

assets, liabilities, and sources of 

-8-
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the applicant's financial affairs are audited by independent 

certified public accountants, a copy of the applicant's most 

recent certified financial statement satisfies this 

requirement unless the commissioner directs that additional 

or more recent financial information is required for the 

peeper administration of this chapter. 

(vii) a description of the proposed method of marketing, 

a financial plan that includes a projection of operating 

results anticipated until the organization has had net 

income for at least 1 year, and a statement as to the 

sources of working capital as well as any other source of 

funding; 

(viii) a power of attorney executed by the applicant, on 

a form prescribed by the commissioner, appointing the 

commissioner, his successors in office, and his authorized 

deputies as the applicant 1 s attorney to receive service of 

legal process issued against it in this state; 

(ix) a statement reasonably describing the geographic 

service area or areas to be served, by county, including: 

(A) a chart showing the number of primary and specialty 

care providers, with locations and service areas by county; 

(B) the method of handling emergency care, with the 

location of each emergency care facility; and 

(C) the method of handling out-of-area services; 

(x) a description of the way 1n which the health 
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maintenance organization provides services to enrollees in 

each geographic service area, including the extent to which 

a pcovider under contract with the health maintenance 

organization provides primary care to those enrollees; 

(xi) a description of the complaint procedures to be 

used as requiced under 33-31-303; 

tx½½t-a-deseript¼en-ef-tfte-proced~res-aftd-pregram.s-ee-be 

¼mplemented-te-meee-ene-q~a¼ity-ef-health-eare--reqa¼rements 

±n-33-3¼-i&~~ 

tx±iit12Ll:_U a description of the mechanism by which 

enrollees will be afforded an opportunity to participate in 

matters of policy and operation under 33-31-222; 

tx¼wt(xiii) a summary of the way in which administrative 

services will be provided, including the size and 

qualifications of the administrative staff and the projected 

cost of administration in relation to premium income. If the 

health maintenance organization delegates management 

authority for a major corporate function to a person outside 

the organization, the health maintenance organization shall 

include a copy of the contract in its application for a 

certificate of authority. Contracts for delegated management 

authority must be filed with the commissioner in accordance 

with the filing provisions of 33-31-301(2); however, nothing 

in this subsection deprives the health maintenance 

organization of its right to confidentiality of any 
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proprietary ~nformation, and the commissioner may not 

disclose that proprietary information to any other 

All contracts must include: 

person. 

(A) the services to be provided; 

(B) the standards of performance for the manager; 

tC) the method of payment, including any provisions for 

the administrator to participate in the profits or losses of 

the plan, 

(D) the duration of the contract: and 

(El any provisions for modifying, termi~ating, or 

renewing the contract; 

txvt~ a summary of all financial guaranties by 

providers, sponsors, affiliates, or parents within a holding 

company system or any other guaranties that are intended to 

ensure the financial success of the plan, including hold 

harmless agreements by providers, insolvency insurance, 

reinsurance, or other guaranties; 

txvit.1.!.:!.l a summary of benefits to be offered enrollees, 

including any limitations and exclusions and the 

renewability of all contracts to be written; 

txv±±t~ evidence that it can meet the requirement of 

33-31-216(10); and 

txv¼iit(xvii) any 

commissioner may 

other 

reasonably 

information 

require to 

determinations required in 33-Jl-202. 

-11-

that 

make 

the 

the 

l. 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1197 /01 

(4) Each health maintenance organization shall file 

each substantial change, alteration, or amendment to the 

information submitted under subsection (3) with the 

commissioner at least 30 days prior to its effective date, 

including changes in articles of incorporation and bylaws, 

organization type, geographic service area, provider 

contracts, provider availability, plan administration, 

financial projections and guaranties, and any other change 

that might affect the financial solvency of the plan. The 

commissioner may, after notice and hearing, disapprove any 

proposed change, alteration, or amendment to the business 

plan. The CORUQissioner may make reasonable rules exempting 

from the filing requirements of this subsection those items 

he considers unnecessary. 

(5) An applicant or a health maintenance 

holding a certificate of authority shall 

organization 

file with the 

commissioner 

modifications 

all contracts 

thereto. An 

of reinsurance 

agreement between 

and any 

a health 

maintenance organization and an insurer is subject to Title 

33, chapter 2, part 12. A reinsurance agreement must remain 

in full force and effect for at least 90 days fallowing 

written notice of cancellation by either party by certified 

mail to the commissioner. 

(6) Each health maintenance organization sha l.l 

maintain, at its administrative office, and make available 
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to the commissioner upon request executed copies of all 

provider contracts. 

( 7) The commissioner may make reasonable rules 

exempting an insurer or health service corporation operating 

a health maintenance organization as a plan from the filing 

requirements of this section if information requested in the 

application has been submitted to the commissioner under 

other laws and rules administered by the commissioner." 

Section 4. Section 33-31-202, MCA, is amended to read: 

"33-31-202. Issuance of certificate of authority. t¼t 

Hpon-reeeip~-er-an-app¼icetion-£or-i~sttaftee-er-a-eer~iEicate 

er--autherity7-the-eollllllissioner-sha¼¼-transmit-eopies-ei-the 

app¼iea~ion-end-aeeompanying-doeuments-to-the-department--0£ 

hea½th•-~he-department-of-hea¼th-shall-determine-whether-the 

app½icant--£or--a--eertirieate-e£-autherity7-with-~espect-to 

hea¼th-eare-services-to-be-£urn±shed,-has~ 

tat--demons~rated-the-willingftess-and-petent*al--a~i¼ity 

to--assare--that--it--wi¼¼-provide-hea±th-eare-services-in-a 

manfter-assuring-ava±¼abi¼±ty-and-aecess±b±¼ity--eE--adeqttate 

persenne¼---and---fae~±~t~es---and--enhane¼ng--avaiiabiiity, 

aeeessibi¼ity,-and-eontinuity-ef-serviee; 

tbt--arrangements,-established-in--aeeerdanee--with--the 

ruies--made--by--the--department--or--hea¼th,-for-an-engoing 

qtta¼ity---assttranee---pregram---eoneern~ng----hea½th----eare 

avai±ab±¼±ty,-aeeessibility,-and-eontinn±ty-0£-serviee~-and 
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tet--a--procedure7--estab¼iehed-±n-aeeerdanee-w¼th-ru¼es 

of-the-depertmeftt-ef-hea½th7-to-deve¼ep7-eoap¼¼e7--e•a¼ttate7 

and---repert---statisties---re¼ating--to--the--eost--of--its 

operations7-the-pattern-ef-uti¼izatton-of-its-serviees7--tfte 

a•ai¼ahi¼ity--and--aeeess±hi¼ity--of--its--ser•iees,-and-any 

other--matters--as--may--he--reasonab¼y--reqttired---by---the 

department-eE-hea¼th~ 

t~t--Nithin-68-days-ef-recei~t-ef-the-app½ieation-£rom-a 

hea¼th---maintenanee---organizatien---£or---±ssttanee---or--a 

eerti£ieate-ef-atttherity,-the--department--ef--hea¼th--she¼¼ 

eertify---to--the--eoaunissiener--that--the--propese8--hea¼tft 

meintenanee---or~ani2ation---meets---the---reqttirements---0£ 

sttbseetion-t¼t-er-sha¼¼7-after-netiee--and--hearift~,--nettry 

the--eoffllllissiener--that--the-hea¼th-maintenanee-organitation 

dees--not--meet--those--r~ttirements--and--speeify--in--vhat 

respeets-±t-is-defieient.-~he-directer--may--extend--by--ftot 

more--than--an-additiona¼-38-days-the-period-within-wh¼eh-he 

may-certi£y-to-~he-eefflfflissiefter--that--the--propesed--hea¼~h 

ma±n~eftanee---organization---meet9--er--dees--net--mee~--the 

reqttiremen~s-of-sttbseetien--t¼t--by--~i•ing--netiee--o!--~fte 

extension--te--the--eeftl!llissioner--and-the-hea½th-main~enance 

organizatien-befere-the-exp±ratien--er--tfte--±nitia¼--68-day 

periodo 

t3till_ The commissioner shall issue or deny a 

certificate of authority to any person filing an application 

-14-
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pursuant to 33-11-201 within 180 days ot--rece±pt--or--tfte 

ee~t¼E¼eat¼oft---Erea--~he--department--ot--hea¼th after he 

receives the application. The commissioner shall grant a 

certificate of authority upon payment of the application fee 

prescribed in 33-31-212 if the commissioner is satisfied 

that each of the following conditions is met: 

(a) The persons responsible for the conduct of the 

applicant's affairs are competent and trustworthy. 

fht--~he--department--o£-health-certi£±es,-in-accordanee 

vith---stthseet±en---tZt7---that---the---hea¼th---ma±ntenanee 

organtzat~on~s--pret,esed--p¼an--eE---operat¼on---meets---the 

requ±rements-of-sttbseeCion-t¼t~ 

tetfil The health maintenance organization will 

effectively provide or arrange for the provision of basic 

health care services on a prepaid basis, through insurance 

or otherwise, except to the extent of reasonable 

requirements for copayments. 

tdtl.21 The health maintenance organization is 

financially responsible and can reasonably be expected to 

meet its obligations to enrollees and prospective enrollees. 

In making this determination, the commissioner may in his 

discretion consider: 

(i) the financial soundness of the arrangements for 

health care services and the schedule of charges used in 

connection there~ith; 
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(ii) the adequacy of working capital; 

(iii} any agreement with an insurer, a health service 

corporation, a government, or any other organization for 

ensuring the payment of the cost of health care services or 

the provision for automatic applicability of an alternative 

coverage in the event of discontinuance of the health 

maintenance organization; 

(iv) any agreement with providers for the provision of 

health care services; 

(V) any deposit of cash or securities submitted in 

accordance with 33-31-216; and 

(vi) any additional information as the commissioner may 

reasonably require. 

tetfil The enrollees will be afforded an opportunity to 

participate in matters of policy and operation pursuant to 

33-31-222. 

tEti!:.1 Nothing in the proposed method of operation, as 

shown by the information submitted pursuant to 33-31-201 or 

by independent investigation, violates any provision of this 

chapter or rules adopted by the commissioner er---the 

deparement-cf-heaieh. 

t9t--Any--de£tetencies--tdentt£ied--by-tfte-depar~ment-0E 

hea¼tft-hawe-been-eerreetedT 

t4till_ The commissioner may in his discretion deny a 

certificate of authority only if he complies with the 
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requirements of 33-31-404." 

Section 5. Section 33-31-212, MCA, is amended to read: 

"33-31-212. Fees. ( l) Each health maintenance 

organization shall pay to the commissioner the following 

fees: 

(a) for filing an application for a certificate of 

authority or amendment thereto, $300; 

( b) for filing an amendment to the organization 

documents that requires approval, $25; 

(c) for filing each annual statement, $25; 

( d) for annual continuation of certificate of 

authority, $300. 

(2) All fees, miscellaneous charges, fines, penalties, 

and those amounts received pursuant to 33-31-211(3) and 

33-31-405 collected by the commissioner pursuant to this 

chapter and the rules adopted thereunder must be deposited 

in the general fund. 

t3t--~he-direetor-may-assess-Eees-ftecessary-and-adeqtta~e 

to-cover-~he-expenses-of-tfte-direeeer~s-rttnetiens-tt~der-this 

ehapter.• 

Section&. Section 33-31-401, MCA, is amended to read: 

•J]-31-401. Examination. ( l) The commissioner may 

examine the affairs of a health maintenance organization as 

often as is reasonably necessary to protect the interests of 

the people of this state. The commissioner shall make an 
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examination at least once every 3 years. 

t~t--~he---depa~tment---ef---hea¼th---mar---examine--the 

avai¼ahi¼ity,-aeeessibi¼ity7-anft-continaity--e£--the--hea¼th 

eare---ser•iees---pro•¼ded---by---any---hea¼th---ma¼ntenaftee 

organi~at¼on---and---the--providers--with--whem--the--hea¼th 

maifttenanee-erganizaeion-has-eentraets7-a,reeaents7-er-ether 

arrangements-as-often-as-is-reasonab¼y-necessary-to--preteet 

the-interests-ef-~he-~ee~¼e-ef-ehis-sta~e.-~he-ftepar~meft~-ef 
-.,.. 

hea¼th--sha¼l-make-s~ch-an-exmaination-at-¼eas~-onee-eYery-3 

yearsT 

t3till Each authorized health maintenance organization 

and provider shall submit its relevant books and records for 

the examinations 

examinations. For 

and 

the 

in every 

purpose 

way facilitate the 

of examination, the 

commissioner and--ehe--depar~ment--0£-hea¼~h may administer 

oaths to and examine the officers and insurance producers of 

the health maintenance organization and the principals of 

the providers concerning their business. 

t4t--tat-t¼t(3) (a) Upon presentation of a detailed 

account of the charges and expenses of examinations by the 

commissioner, the health maintenance organization being 

examined shall pay to the examiner as necessarily incurred 

on account of the examination the actual travel expenses, a 

ted~unable living-expense allowance, and a per diem, all at 

reasonable rates customary therefor and as established or 
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adopted by the commissioner. The commissioner may present an 

account periodically during the course of the examination or 

at the termination of the examination as the commissioner 

considers proper. A person may not pay and an examiner may 

not accept any additional emolument on account of any 

examination. 

tiitill. If a health maintenance organization fails to 

pay the charges and expenses as referred to in subsection . . . 
t4ttatttt 11.llg, the commissioner shall pay them out of the 

funds of the commissioner in the same manner as other 

disbursements of funds. The amount so paid must be a lien 

upon all of the person's assets and property in this state 

and may be recovered by suit by the attorney general on 

behalf of the state of Montana and restored to the 

appropriate fund. 

tbt--~he--e~pense9--of--e~amination--eondtteCed--by---the 

direeter--ander--Ch¼s--aeetien--ma~t-be-assessed-against-Che 

hea¼tft--ma½n~enanee--or9anizatien--and---rem¼tted---to---the 

diree-t:or-. 

t5till In lieu of an examination, the commissioner or 

the-director may accept the report of an examination made by 

the commissioner or-Che-director of another state." 

Section 7. Section 33-31-402, MCA, is amended to read: 

0 33-31-402. Suspension or revocation of certificate of 

authority. (1) The commissioner may in his discretion 
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suspend or revoke any certificate of authority issued to a 

health maintenance organization under this chapter if he 

finds that any of the following conditions exist: 

(a) The health maintenance organization is operating in 

contravention of its basic organizational document or in a 

manner contrary to that described in any other information 

submitted unde< 33-31-201 and peovided that such operation 

adversely affects the health maintenance organization's 

ability to provide benefits and operate under the 

application approved by the commissioner, unless amendments 

to such submissions have been filed with and approved by the 

commissioner. 

(b) The health maintenance organization issues 

evidences of coverage or uses a schedule of charges for 

health care services that do 

<equirements of 33-31-301. 

not comply with the 

(C) The health maintenance organization does not 

provide or arrange for basic health care services. 

tdt--~he-ftireeeeP7-s£ter-notiee-and--hear½ng7--eer~i£ies 

eo-the-eonunissiener-tftat~ 

t¼t--~he--hea¼Ch--ma¼n~enanee-organizat¼en-does-nee-meet 

the-reqnirefflents-o£-33-3l-~8~tlt~-or 

tiit-the-ftea¼th-fflaintenanee-organ½~atton--¼s--anab¼e--to 

Ettl£i½½-¼ts-obli98ttens-te-r~rntsh-fte4lth-ea~e-~e~vtees~ 

tet_{_Ql The health maintenance organization is no longer 
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financially responsible and may reasonably be expected to be 

unable to meet its obligations to enrollees or prospective 

j:O['Ollees. \ 

tft~ The health maintenance organization has failed 

to implement a mechanism affording the enrollees an 

opportunity to participate in matters of 

operation under 33-31-222. 

policy and 

tgti!.l The health maintenance organization has failed 

to implement the complaint system required by 33-31-303 to 

resolve valid complaints in a reasonable manner. 

tht!ll The health maintenance organization, or any 

person on its behalf, has advertised or merchandised its 

services in an untrue, misrepresentative, 

deceptive, or unfair manner. 

misleading, 

titfil The continued operation 

maintenance organization would 

enrollees. 

be 

tHill The health maintenance 

of the health 

hazardous to its 

organization has 

otherwise failed to substantially comply with this chapter. 

(2) The commis~ioner may in his discretion suspend or 

revoke a certificate of authority only if he complies with 

the requirements of 33-31-404. 

(3) When the certificate of authority of a health 

maintenance organization is suspended, the health 

maintenance organization may not, during the period of such 
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suspension, enroll any additional enrollees except newborn 

infants or other newly acquired. dependents of existing 

enrollees and may not engage in any advertisi.ng or 

solicitation. 

(4) If the commissioner revokes the certificate of 

authority of a health maintenance organization, the health 

maintenance organization shall proceed, immediately 

following the effective date of the order of revocationr to 

wind up its affairs and may not transact further business 

except as may be essential to the orderly conclusion of its 

affairs. It may not engage in further advertising or 

solicitation following the effective date of the order of 

revocation~ The commissioner may by written order permit 

further operation of the health maintenance organization if 

he finds further operation to be in the best interest of 

enrollees to the extent that enrollees will be afforded the 

greatest practical opportunity to obtain continuing health 

care coverage. 11 

Section 8. Section 33-31-404, MCA, is amended to read: 

"33-31-404. Adainistrative procedures. (1) When the 

commissioner has cause to believe that grounds for the 

denial of an application for a certificate of authority 

exist or that grounds for the suspension or revocation of a 

certificate of authority exist, he shall give written notice 

to the health maintenance organization and-the-departmen~-or 
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hea¼th specif='ically stating the grounds for denial, 
. ~ ~ 

suspension, or revocation and fixing a time of at least 30 

days after the notice for a hearing on the matter • 

{2) 7he--direeter--er-his-designa~ed-representative-may 

attend-the-hearing-and-may-partieipate--in--the--prececdin~T 

~fte--reeeaaendat¼ens--and--£indings--ot--the--direeter--with 

respeet---te---1Mtters---re¼atin~---te---the---a•ai¼abi¼tty7 

aeeessibi%ity7---and--eontinnity--e£--hea¼th--eare--ser•¼ees 

pre¥ided-in-eonneetion-w¼th-any-decisien--regarding--denia¼T 

sttspensien,-er-reveeatien-oE-a-certi£ieate-eE-attthority-mttst 

be--eene¼ttsive--and-hindin~-npon-~fte-eommissionerT After the 

hearing, or upon the failure of the health maintenance 

organization to appear at the hearing, the commissioner 

shall make written findings and act as he considers 

advisable. The commissioner shall mail the written findings 

to the health maintenance organization and-~~Dmit-a-eep7--to 

the--dtreetor. The action of the commissioner and--~fte 

~eeellfflenda~±ons--and-£±ndin9s-of-tfte-diree~er-are is subject 

to review by the district court having jurisdiction. The 

court may, in disposing of the issue before it, modify, 

affirm, or reverse the order of the commissioner in whole or 

in part. 

(3) Where notice and hearing are required with regard 

to actions taken by the commissioner under this chapter, the 

requirements of 33-1-314 through 33-1-316 and Title 33, 
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chapter 1, part 7, apply, except that the formal rules of 

pleading and evidence must be observed. To the extent that 

33-1-314 through 33-1-316 and Title 33, ob.apter 1, part 7, 

do not address the notice and hearing requirements of this 

chapter, the provisions of Title 2, ch~pter 4, parts 6 and 

7, apply. 

t4t--Where--not¼ee--and-hearin~-are-reqttired-w¼Ch-reqard 

t&-aeCiens-caken-b7-~he-direetar--ander--Ckis--ehapCer7--the 

pra•is¼ens-e£-~½C¼e-~7-ehap~er-•T-parcs-6-and-T7-app¼7T" 

Section 9. Section 33-31-405, KCA, is amended to read: 

w33-31-405. Penalties and enforceaent. ( l.) The 

commissioner may, in addition to suspension or revocation of 

a certificate of authority under 33-31-402, after notice and 

hearing, impose an administrative penalty in an amount not 

less than $500 or more than $10,000 if he gives reasonable 

notice in writing of the intent to levy the penalty and the 

health maintenance organization has a reasonable time within 

which to remedy the defect in its operations that gave rise 

to the penalty citation. 

f2) If the commissioner or-the-direeCar has cause to 

believe that a violation of this chapter has occurred or is 

threatened, the commissioner er-tfte-direetor may: 

(a) give notice to the health maintenance organization 

and to t·he representatives or other persons who appear to be 

involved in the suspected violation; 
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(b) arrange a conference with the alleged violators or 

their authorized representatives to attempt to ascertain the 

facts relating to the suspected violation; and 

4 (c) if it appears that a violation has occurred :or ~s 

5 threatened, arrive at an adequate and effective means of 

6 correcting or preventing the violation. 

7 (3) (a) The commissioner may issue an order directing a 

8 health maintenance organization or its representative to 

9 cease and desist from engaging in an act or practice in 

10 violation of this chapter. 

11 (b) Within 15 days after service of the cease and 

12 

13 

14 

15 

16 

17 

18 

19 

desist order, the respondent may request a 

determine whether acts or practices in violation 

chapter have occurred. The hearing must be 

hearing to 

of this 

conducted 

pursuant to Title 2, chapter 4, part 6, and judicial review 

must be available as provided by Title 2, chapter 4, part 7. 

(4) If a health maintenance organization violates a 

provision of this chapter and the commissioner elects not to 

issue a cease and desist order or if the respondent does not 

20 comply with a cease and desist order issued pursuant to 

21 subsection (3), the commissioner may institute a proceeding 

22 to obtain injunctive or other appropriate relief in the 

23 district court of Lewis and Clark County." 

24 NEW SECTION. Section 10. Repealec. Section 33-31-104, 

25 MCA, is repealed. 
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NEW SECTION. Section 11. Effective date. [This act) is 

effective July 1, 1991. 

-End-
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.INTRODUCED BY llf(,ldf#f'if ~ \_,'f±::i ,¢~l- •td._4LCJ,(/ 

I,....._,, < ;· 

HEALTH AND ENVIRONMENTAL SCIENCES 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

MONTANA HEALTH MAINTENANCE ORGANIZATION ACT; TO ELIMINATE 

THE REQUIREMENT FOR CERTIFICATION BY THE DEPARTMENT OF 

HEALTH AND ENVIRONMENTAL SCIENCES BEFORE A CERTIFICATE OF 

AUTHORITY IS ISSUED TO A HEALTH MAINTENANCE ORGANIZATION; TO 

ELIMINATE OTHER REQUIREMENTS RELATING TO THE DEPARTMENT; 

AMENDING SECTIONS 33-31-102, 33-31-103, 33-31-201, 

33-31-202, 33-31-212, 33-31-401, 33-31-402, 33-31-404, AND 

33-31-405, MCA; REPEALING SECTION 33-31-104, MCA: AND 

PROVIDING AN EFFECTIVE DATE." 

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

Section 1. Section 33-31-102, MCA, is amended to read: 

•13-11-102. Definitions. As used in this chapter, 

unless the context requires otherwise, 

definitions apply: 

( 1) "Basic health care services" means: 

th@ following 

(a) consultative, diagnostic, therapeutic, and referral 

services by a provider~ 

(b) inpatient hospital and provider care; 

~,n, ,_,=,.• counc< 
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(c) outpatient medical services; 

(d) medical treatment and referral services; 

(el accident 

newborn 

and 

infant 

sickness services by a provider to 

each of an enrollee pursuant to 

33-31-301(3) (e), 

(f) care and treatment of mental illness, alcoholism, 

and drug addiction; 

(g) diagnostic laboratory 

therapeutic radiologic services; 

and diagnostic 

(h) preventive health services, including: 

(i) immunizations: 

(ii) well-child care from birth: 

(iii) periodic health evaluations for adults; 

(iv) voluntary family planning services; 

(v) infertility services: and 

and 

(vi} children's eye and ear examinations conducted to 

determine the need for vision and hearing correction; and 

( i) treatment for phenylketonur ia. "Treatment" means 

licensed professional medical services under the supervision 

of a physician and a dietary formula product to achieve and 

maintain normalized blood levels of phenylalanine and 

adequate nutritional status. 

(2) "Commissioner" means the commissioner of insurance 

of the state of Montana. 

t~t--na~pa~tm~nt--of--fteeithn--ffl~ans--the--depe:~tffl@"t-oE 

THIRD READING 
-2-
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hea¼th-ft"d-efl¥irenmentel-9e¼eftees-previded-for-in-i-¼5-i½9¼• 

t4t--•eireet(r•-meefts-e"e-ftireetor-o£-the-~eper~ffle"~--of 

heeith-and-env¼~onm~n~a¼-~eienees-provtded-£or-ift-~-¼5-i¼8¼• 

t5t_lli "Enrollee" means a person, 

(a) whc enrolls in or contracts with a health 

maintenance organization; 

(b) on whose behalf a contract is made with a health 

maintenance organization to receive health care services; or 

(c) on whose behalf the health maintenance organization 

contracts to receive health care services. 

t6till "Evidence of coverage" means a certificate, 

agreement, policy, or contract issued to an enrollee setting 

forth the coverage to which the enrollee is entitled. 

t1till "Health care services" means: 

(a) the services included in furnishing medical or 

dental care to a person; 

(b) the services included in hospitalizing a person; 

1c) the services incident to furnishing medical or 

dental care or hospitalization: or 

(di the services included in furnishing to a person 

other services for the purpose of preventing, alleviating, 

curing, or healing illness, injury, ot· physical disability. 

t8till "Health care services agreement" means an 

dgreernent for health care services between a health 

mJintPnance urganizalion and a11 enrollee. 
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t9till "Health maintenance organization" means a person 

who provides or arranges for basic health care services to 

enrollees on a prepaid or other financial basis, either 

directly through provider employees or through contractual 

or other arrangements with a provider or a group of 

providers. 

tl6tfil "Insurance producer 11 means an individual, 

partnership, or corporation appointed or authorized by a 

health maintenance organization to solicit applications for 

health care services agreements on its behalf. 

tlltffi "PersonN means: 

(~) an individual: 

(b) a group of individuals; 

(c} an insurer, as defined in 33-1-201; 

(d) a 

33-30-101; 

health service corporation, as defined in 

(e) a corporation, partnership, facility, association, 

or trust; or 

{f) an institution of a governmental unit of any state 

licensed by that state to provide health care, including but 

not limited to a physician, hospital, hospital-related 

facility, or long-term care facility. 

ttiti.!Q.l "Plan" means a health maintenance organization 

0perated by an insurer or health service corporation as an 

i11tegral part or the corporation ar,d not as a subsidiary. 
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tt~t ll.U_ "Provide," means a physician, hospital, 

hospital-related facility, long-term care facility, dentist, 

osteopath, chiropractor, optometrist, podiatrist, 

psychologist, licensed social worker, registered pharmacist, 

or nurse specialist as specifically listed in 37-8-202 who 

treats any illness or injury within the scope and 

limitations of his practice or any other person who is 

licensed or otherwise authorized in this state to furnish 

health care services. 

tl4tJ...!..Il 11 Uncovered 

health care services 

expenditures" mean 

that are covered 

the 

by 

costs of 

a health 

maintenance organization and for which an enrollee is liable 

if the health maintenance organization becomes insolvent." 

Section 2. section 33-31-103, MCA, is amended to read: 

•33-31-101. Rules. tit The commissioner may, after 

notice and hearing, make reasonable rules necessary to 

effectuate this chapter. 

tit--~he--Oepartmen~-ef-hea½th-may-maKe-~ea9e"ab½e-rtlies 

neee~~ery-to-effeetttate-th¼~-ehapter~•• 

Section 3. Section 33-31-201, MCA, is amended to read: 

"33-31-201. Establistuaent of healt.h maintenance 

organizations. {l) Notwithstanding any law of this state to 

the contrary, a person may apply to the commissioner f:n and 

obtain a certificate of authurity to e~tabl1sn and oper,ite d 

health maintenance organization in compliance with this 
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chapter. A person may not establish or operate a health 

maintenance organization in this state except dS authorized 

by a subsisting certificate of authority issued to it by the 

commissioner. A foreign person may qualify for a certificate 

of authority if it first obtains from the secretary of state 

a certificate of authority to transact business in this 

state as a foreign corporation under 35-1-1001. 

(2) Each health maintenance organization operating in 

this state as of October 1, 1987, shall submit an 

application for a certificate of authority under subsection 

{3) within 30 days after the effective date of rules adopted 

by the commissioner and-t"e-departaent-ef-hea¼t" as provided 

in 33-31-103. Each such applicant may continue to operate in 

this state until the commissioner acts upon the application. 

If an application is denied under 3)-31-202, the applicant 

must be treated as a health maintenance organizatiun whose 

certificate of authority has been revoked. 

(3) Each application of a health maintenance 

organization, whether separately licensed or not, 

certificate of authority must: 

for a 

(a) be verified oy an officer or authorized 

representative of the applicant; 

(b) be in a form prescribed by the commissioner; 

(c) contain; 

l l) the applica11t's name: 

-6-
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(ii) the location of the applicant's home office or 

principal office in the United States (if a foreign person); 

(iii) the date of organization or incorporation; 

(iv) the form of organizatidn (including whether the 

providers affLliated with 

organization will be salaried 

individual contractors); 

the health 

employees or 

(v) the state or country of domicile; and 

mdintenance 

group or 

{vi) any additional information the commissioner may 

reasonably require; and 

(d) set forth the following information O[ be 

accompanied by the following documents, as applicable: 

(i) a copy of the applicant's organizational documents, 

such as its corporate charters or articles of incorporation, 

articles of association, partnership agreement, trust 

agreement, or other applicable documents, and all amendments 

thereto, certified by the public officer with whom the 

originals were filed in the state or country of domicile; 

(ii) a copy of the bylaws, rules, and regulations, or 

similar document, if any, regulating the conduct of the 

applicant's internal affairs, certified by its secretary or 

other officer having custody thereof; 

(iii) a list of the names, addresses, and official 

positions of the persons responsible for the conduct of the 

applicant's affdirs, including all members of the board of 
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directors, board of trustees, executive committe~, or other 

governing board or committee; the principal officers in the 

case of a corporation; and the partners or members in the 

case of a partnership or association~ 

(iv) a copy of any contract made or to be made between: 

(A) any provider and the applicant; or 

(B} any person listed in subsection (3)(d}(iii) and the 

applicant. The applicant may file a list of providers 

executing a standard contract and a copy of the contract 

instead of copies of each executed contract. 

(V) the extent to which any of the following will be 

included in provider contracts and the form of any 

provisions that: 

(A) limit a provider's ability to seek reimbursement 

for basic health care services or health care services from 

an enrollee; 

(B) permit or require a provider to assume a financial 

risk in the health maintenance organization, including any 

provisions for assessing the provider, adjusting capitation 

or fee-for-service rates, or sharing in the earnings or 

losses; and 

(C) govern amending or terminating an agreement with a 

provider; 

(vi) a financidl statement 

dssets, liabilities, and sources of 

-8-
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the applicant's financial affairs are audited by independent 

certified public accountants, a copy of the applicant's most 

recent certified financial statement satisfies this 

requirement unless the commissioner directs that additional 

or more recent financial information is required for the 

proper administration of this chapter. 

(vii) a description of the proposed method of marketing, 

d financial plan that includes a projection of operating 

results anticipated until the organization has had net 

1ncome for at least 1 year, and a statement as to the 

sources of working capital as well as any other source of 

funding; 

(viii) a power of attorney executed by the applicant, on 

a form prescribed by the commissioner, appointing the 

commissioner, his successors in office, and his authorized 

deputies as the applicant's attorney to receive service of 

legal process issued against it in this state: 

(ix} a statement reasonably describing the geographic 

service area or areas to be served, by county, including: 

(A} a chart showing the number of primary and specialty 

care providers, with locations and service areas by county: 

(B) the method of handling emergency care, with the 

location of each emergency care facility; and 

(C) the method of handling out-of-area services; 

(~) a description of the way 111 wnich the health 
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maintenance organization provides services to enrollees in 

each geographic service area, including the extent to which 

a provider under contract with the health maintenance 

organization provides primary care to those enrollees; 

(xi} a description of the complaint procedures to be 

used as required under 33-31-303; 

txi¼t-a-deser~p~ion-ef-the-preeedttres-and-pre9rams-te-be 

t~p¼~mented-te-meet-th~-qtta¼~ty-o£-hee½th-eare--~~qttiremeft~9 

•"-33-3¼-~8l~ 

txttit~ a description of the mechanism by which 

enrollees will be afforded an opportunity to participate 

matters of policy and operation under 33-31-222; 

in 

tx~•tJ...!llU a summary of the way in which administrative 

services will be provided, including the size and 

qualifications of the administrative staff and the projected 

cost of administration in relation to premium income. If the 

health maintenance organization delegates management 

authority for a ma.jar corporate function to a person outside 

the organization, the health maintenance organization shall 

include a copy of the contract in its application for a 

certificate of autho~ity. Contracts for delegated management 

authority must be tiled with the commissioner in accordance 

with the filing provisions of 33-31-301(2); however, nothing 

lrl th 1 ::i :ill b,-;t•\..~t" i,::1t1 deprives the health maintenance 

organ12ation 0t its right to ccnfident1ality of any 

-10-



1 

2 

3 

4 

, 
6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1197/01 

proprietary information, and the commissioner may not 

disclose that proprietary information to any other 

All contracts must include: 

person. 

(A) the services to be provided; 

(BJ the standards of performance for the manager; 

tC) the method of payment, including any provisions for 

the adm1nistrator to participate in the profits or losses of 

the plan; 

(D) the duration of the contract; and 

(E) any provisions for modifying, terminating, or 

renewing the contract; 

t~Tt(xivJ a summary of all financial guaranties by 

providers, sponsors, affiliates, or parents within a holding 

company system or any other guaranties that are intended to 

ensure the financial success of the plan, including hold 

harmless agreements by providers, insolvency insurance, 

reinsurance, or other guaranties; 

txvtt~ a summary of benefits to be offered enrollees, 

including any limitations and exclusions and the 

renewability of all contracts to be written; 

txvitt~ evidence that it can meet the requirement of 

33-31-216(10}; and 

txv±i±t{xvii) any 

co,nm1ssioner may 

other 

reasonably 

1nformation 

require to 

determinations required in 33-31-201. 
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(4) Each health maintenance organization shall file 

each substantial change, alteration, or amendment to the 

information submitted under subsection ( 3) with the 

commissioner at least 30 days prior to its effective date, 

including changes in articles of incorporation and bylaws, 

organization type, geographic service area, provider 

contra.cts, provider availability, plan administration, 

financial projections and guaranties, and any other change 

that might affect the financial solvency of the plan. The 

commissioner may, after notice and hearing, disapprove any 

proposed change, alteration, or amendment to the business 

plan. The commissioner may make reasonable rules exempting 

from the filing requlrements of this subsection those items 

he considers unnecessary. 

(5) An applicant or a health maintenance organization 

holding a certificate of authority shall file with the 

commissioner all contracts of reinsurance and any 

modifications thereto. An agreement between a health 

maintenance organization and an insurer is subject to Title 

33, chapter 2, part 12. A reinsurance agreement must remain 

in full force and effect for at least 90 days following 

written notice of cancellation by either party by certified 

mail to the commissioner. 

( 6} Each 

ma.1ntdin, at 

health maintenance organization shall 

its administrative office, and make available 
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to the commissioner upon request executed copies of all 

provider contracts. 

(7) The commissioner may make reasonable rules 

exempting an insurer or health service corporation operating 

a health maintenance organization as a plan from the filing 

requirements of this section if information requested in the 

application has been submitted to the commissioner under 

other laws and rules administered by the commissioner." 

Section 4. Section 33-31-202, MCA, is amended to read: 

w33-J1-202. Issuance of certificate of authority. t¼t 

Hpon-reeeipt-0£-an-app¼ieae±on-tor-¼~9~enee-of-a-certi£teete 

ot--attthor±~y,-the-eoffll'fti~sto"er-9ha¼l-trensm±t-eopies-0E-the 

epp¼±eatien-and-aecompanying-doettments-to-the-department--of 

hea¼tho-~he-department-oE-hea¼th-sha±l-determine-whether-the 

app¼±eant--ror--a--eertifieate-of-attthor±ty,-vith-respeet-to 

hea¼th-eare-serw±ees-to-be-fttr"±shed,-has~ 

tat--demonstrated-the-wi±tingness-and-potential--abi±ity 

to--assttre--that--±t--wi¼l-pro•ide-hea%th-eare-ser~±ees-±n-a 

manne~-assttr±ng-awai¼ab±¼ity-and-aeeess±bi¼ity--0£--adeqttate 

per9onnel---and---£aeiiities---and--enhaneing--ava~¼ab±¼±ty, 

aeeessibi¼±ty7-and-eo~tinn±ty-of-ser•iee7 

tbt--arran9ements7-established-~n--aeeordenee--with--the 

rttles--made--Oy--the--department--of--hea¼th,-for-an-ongoing 

qtia±±ty---as~"ranee---program---eonee~ning----~~a±th----care 

a~a±¼ability,-aeeess±b±t±ty,-and-eon~~ntt±ty-of-~er~±ee7-and 
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tet--a--preeedttre,--estab¼ished-in-aeeordanee-w±th-rtt¼es 

e£-the-department-of-health,-to-develop7-eompi¼e,--e•a¼aate, 

and---~eport---statisttes---relat±n~--to--the--eost--of--its 

eperations,-the-pattern-of-tttili~ation-ot-its-services,--the 

ava±¼abiltty--and--aeeess±bility--0£--±ts--servieesT-and-any 

ether--matters--as--may--be--reasonab¼y--reqaired---by---the 

departfflent-or-hea¼th~ 

trt--With±n-66-days-or-~eeeipt-o£-the-applieation-£rom-a 

hea¼th---11\aintenanee---erganiration---for---issaanee---er--a 

eerti£±eate-o£-attthority,-the--ftepartment--of--health--sha¼¼ 

eertify---to--the--eofflftissioner--that--the--proposed--hea¼th 

maintenanee---organization---meets---the---rettttirements---0£ 

sttbseetion-tlt-or-sha¼l,-arter-notiee--and--hear±n~,--noti£y 

the--eol'Mtisstoner--that--the-hea¼th-ma±ntenanee-organTEat±on 

does--not--meet--those--reqttirefflents--and--speei£y--in--what 

respects-it-Ts-defie±ent•-~ke-d±reetor--may--extend--by--ne~ 

more--t~aft--~n-add~t~ena¼-30-day~-the-pertod-withtn-whieh-~e 

may-eerti£y-to-the-eofflffli~siener--tkat--the--proposed--hea¼th 

ma±ncenenee---organi~at±en---meets--or--4ees--not--meet--the 

reqttirements-of-stthseetion--t±7--hy--giving--ftetiee--ef--the 

extens±on--to--the--eofflffl±ssten@r--and-the-hea¼th-me%ntenanee 

organ~zation-before-the-exp~rat±oft--oi--the--±n±tiai--68-day 

~ertod~ 

HtJ_ll The commissioner shall issue or deny a 

~ertitic~le ot authority to any person filing an application 

-14-
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pursuant to 33-31-201 within 180 days of--~eeetpt--of--the 

eertifiea~ieft---trem--Che--departmen~--o~--nea¼th after he 

receives the application. The commissioner shall grant a 

certificate of authority upon payment of the application fee 

prescribed in JJ-31-212 if the commissioner 1s satisfied 

that each of the following conditions is met: 

{a) The persons responsible for the conduct of the 

applicant's affairs are competent and trustworthy. 

tbt--~he--depertment--0£-hea¼t~-eerttE~es;-tft-aeee~dsnee 

-~~h---9tt~seetion---trtT---thst---the---hea¼th---matntenaftee 

organtzatton~s--p~oposed--p¼an--0£---ope~ation---meet~---the 

req~±rements-ef-srt~~~e~±on-tlt7 

tetfil The health maintenance organization will 

effectively provide or arrange for the provision of basic 

health care services on a prepaid basis, through insurance 

or otherwise, except to the extent of reasonable 

requirements for copayments. 

tdt!.£1 The health maintenance organization is 

financially responsible and can reasonably be expected to 

meet its obligations to enrollees and prospective enrollees. 

In making this determination, the commissioner may in his 

discretion consider: 

Ii) the financial soundness of the arrangements for 

health care services and the schedule of chdrges used 1n 

connection therewith; 
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tii) the adequacy of working capital; 

(iii) any agreement with an insurer, a health service 

corporation, a government, or any other organization for 

ensuring the payment of the cost of health care services or 

the provision for automatic applicability of an alternative 

coverage in the event of discontinuance of the health 

maintenance organization; 

(iv) any agreement with providers for the provision of 

health care services; 

(v) any deposit of cash or securities submitted in 

accordance with 33-31-216; and 

(vi) any additional information as the commissioner may 

reasonably require. 

tet~ The enrollees will be afforded an opportunity to 

participate in matters of policy and operation pursuant to 

33-31-222. 

tftill Nothing in the proposed method of operation, as 

shown by the information submitted pursuant to 33-31-201 or 

by independent investigation~ violates any provision of this 

chapter or rules adopted by the commissioner er---the 

department-er-heaith. 

tgt--Any--deEieieneie~--identiEied--by-~he-department-o~ 

hea¼t~-hs•e-been-eorreeted• 

t4till The commissioner may in his discretion deny a 

certificate of authority only if he complies with the 
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requicements of 33-31-404." 

Section 5. Section JJ-31-212, MCA, i:i amended to read: 

"33-31-212. Fees. ( 1) Each health maintenance 

organization shall pay to the commissioner the following 

fees: 

(a) for filing an application for a certificate of 

authority or amendment thereto, $300; 

(b) for filing an amendment to the organization 

documents that requires approval, $25; 

(c} for filing each annual statement, $25; 

(d) for annual continuation of certificate of 

authority, $300. 

(2) All fees, miscellaneous charges, fines, penalties, 

and those amounts received pursuant to 33-31-211(3) and 

33-31-405 collected by the commissioner pursuant to this 

chapter and the rules adopted thereunder must be deposited 

in the general fund. 

t3t--The-direetor-may-assess-fee~-necessary-and-adeq~ete 

to-eove~-the-expenses-ef-the-direetor~~-fttnet¼ofts-onder-this 

chapter," 

Section 6. section 33-31-401, MCA, is amended to read: 

RJ]-31-401. ExWDination. ( 1) The commissioner may 

examine the affairs of a health maintenance organizatio11 as 

uEten d.S is reasonably necPssary to prvtect the 1ncerests ot 

the people of this state. The commissioner sha.11 make dn 
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examination at least once every 3 years. 

tit--The---department---e£---fteelth---may---exam±ne--ehe 

ava±tabtiity,-aeeess¼b±iity;-aftft-eent±no¼ty--ot--the--hea¼Ch 

eere---ser•iees---proy¼ded---by---any---hea¼tft---main~enanee 

erganizatten---and---the--p~o•fders--w¼th--whom--Che--hea¼th 

meintenanee-er9antratioft-has-contraets,-egreemenes7-or-e~her 

arraft~ements-as-oiten-as-¼s-~easenab¼y-neeessary-~o--proteet 

the-interest9-ot-the-p~o~ie-0£-this-s~eteT-~he-departfflene-of 

hea½th--~ha¼i-Make-~~ch-an-examtnat¼on-a~-¼east-onee-every-3 

yearsT 

t3tffi Each authorized health maintenance organization 

and provider shall submit its relevant books and records for 

the examinations 

examinations. For 

and 

the 

in every way facilitate the 

purpose of examination, the 

commissioner afld--the--eepar~ment--ef-~ea¼th may administer 

oaths to and examine the officers and insurance producers of 

the health maintenance organization and the principals of 

the providers concerning their business. 

t~t--tst-tit(J) (a) Upon presentation of a detailed 

account of the charges and expenses of examinations by the 

commissioner. the health maintenance organization· being 

examined shall pay to the examiner as necessarily incurred 

on account of the examination the actual travel expenses, a 

reas~nable living-expense allowance, and a per diem, all at 

reasonable rales customary therefor and as established or 
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adopted by the commissionec. The commissioner may present an 

account periodic~lly during the course of the examination or 

at the termination of the examination as the commissioner 

considers proper. A person may not pay and an examiner may 

~ot dccept any ddditional emolument on account of any 

examtnat.1on. 

t¼itfil If a health maintenance organization fails to 

pay the charges and expe~~es as refereed to in subsection 

t4ttetfit ~' the commissioner shall pay them out of the 

funds of the commissioner in the same manner as other 

disbursements of funds. The amount so paid must be a lien 

upon all of the person's assets and property in this state 

and may be recovered by suit by the attorney general on 

behalf of the state of Montana and restored to the 

appropriate fund. 

tbt--~he--expenses--or--e~amtnation--ee~dtteted--by---the 

dtreeter--~nder--tht9--seet±en--fflH~t-be-a99e~9ed-e9a±nst-the 

hea¼tft--maiftte~a"ee--organ±~ation--and---remitted---to---the 

ch·reetor-o 

tSti!l In lieu of an examination, the commissioner or­

the-direetor may accept the report of an examination made by 

the commissioner or-the-~i-ree~or of another state." 

Section 7. Section 33-31-402, MCA, is amended to read: 

"JJ-31-402. Suspension or revocation of certificate of 

authority. (1) The commissioner mdy 1n his discretion 
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suspend or revoke any certificate of authority issued to a 

health maintenance organization under this chapter if he 

finds that any of the following conditions exist: 

la) The health maintenance organization is operating in 

contravention of its basic organizational document or in a 

manner contrary to that described in any other information 

submitted under 33-31-201 and provided that such operation 

adversely 

ability 

affects 

to provide 

the health 

benefits 

maintenance organization's 

and operate under the 

application approved by the commissioner, unless amendments 

to such submissions have been filed with and approved by the 

commissioner. 

(b) The health maintenance organization issues 

evidences of coverage or uses a schedule of charges for 

health care services that do 

requirements of 33-31-301. 

not comply with the 

(c) The health maintenance organization does not 

provide or arrange for basic health care services. 

tdt--~ne-diree~or7-sfter-fteCice-and--hearin~7--eereifies 

to-the-eoftlfllissioner--ths~T 

tit--~he--hea¼~h--ma½neenanee-or,anization-dees-not-meet 

~he-requ±reffleftt~-e~-33-3¼-l8it¼t~-er 

t±±t-~he-hea¼th-matnteftanee-orqani~et¼en--ts--ttnan¼e--~e 

tntf%¼t-t~~-ebiiqstions-te-rn~ni~h-heer~~-eare-~ervtee9-. 

teti£1 The h~dllh maintendnce organizatiun is no longer 
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financially cesponsible and may reasonably be expected to be 

unable to meet its obligations to enrollees or prospective 

~nrollees. •, 

tlt~ The health maintenance organization has failed 

tu implement a mechanism affording the enrollees an 

opportunity to participate in matters of policy and 

operation under 33-31-222. 

t9till The health maintenance organization has failed 

to implement the complaint system required by 33-31-303 to 

resolve valid complaints in a reasonable manner. 

thtisJ.. The health maintenance organization, or any 

person on its behalf, has advertised or merchandised its 

services in an untrue, 

deceptive, or unfair manner. 

misrepresentative, misleading, 

Htfil The continued operation 

maintenance organization would 

encollees. 

be 

titill The health ma1.ntenance 

of the health 

hazardous to its 

organization has 

otherwise failed to substantially comply with this chapter. 

{2) The commissioner may in his discretion suspend or 

revoke a certificate of authority only if he complies with 

the requirements of 33-31-404. 

(3) When the certificate of authority of a health 

maintenance organizati.on i:; su~pe 11ded, the healt:h 

maintenance organization may not, during the period of such 
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suspension, enroll any additional enrollees except newborn 

infants or other newly acquired. dependents of existing 

enrollees and may not engage in any advert. ising or 

solicitation. 

(~) If the commissioner revokes the certificate of 

authority of a health maintenance organization, the health 

maintenance organization shall proceed, immediately 

following the effective date of the order of revocation, to 

wind up its affairs and may not transact further business 

except as may be essential to the orderly conclusion of its 

affairs. It may not engage in further advertising or 

solicitation following the effective date of the order of 

revocation. The commissioner may by written order permit 

further operation of the health maintenance organization if 

he finds further operation to be in the best interest of 

enrollees to the extent that enrollees will be afforded the 

greatest practical opportunity to obtain continuing health 

care coverage." 

Section 8. 

"33-31-404. 

Section 33-31-404, MCA, is amended to read: 

Administrative procedures. l 1 l When the 

commissioner has cJuse to believe that grounds for the 

denial ot a11 application for a certificate of authority 

exi~t or that ground~ for the suspension or revocation of a 

l·~t~lti~~te 0r .1uth0rity ex13t, he shall give written notice 

ta the t,~Jlth m.11t1tenance organization anrl-the-d~partment-ot 

-22-



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

l7 

18 

19 

20 

21 

22 

23 

24 

25 

LC ll97 /01 

heaHII specifically stating the grounds foe denial, 

' ~ suspension, or !fVocation and fixing a time of at least 30 

days after the notice for a hearing on the matter. 

(2) ~he--direetor--or-his-destgnated-representat¼ve-fflay 

attend-the-"earing-and-111ety-partieipate--in--the--preeeefti~9~ 

~he--reeollUl\endations--ane--£ift8in~s--o£--the--~+~~etor--wi~h 

respeet---to---aatters---re¼atin9---~e---the---avai¼abi%ity7 

aeeessibi¼ity,---an~--continuity--ol--health--eare--ser•iees 

prewided-in-eonneetion-wiCh-nny-deeision--re9arding--deniai7 

sttspension,-or-reyeeatien-er-a-eerti£ieate-ef-attthority-mas~ 

&e--cone¼usiwe--and-h¼nding-upon-the-eeftllll;issicn~rT After the 

hearing, or upon the failure of the health maintenance 

organization to appear at the hearing, the commissioner 

shall make written findings and act as he considers 

advisable. The commissioner shall mail the written findings 

to the health maintenance organization snd-sabmit-a-ecpy--to 

t~e--direeter. The action of the commissioner and--the 

reeeftllllendations--snd-findings-cr-the-direeter-are is subject 

to review by the district court having jurisdiction. The 

court may, in disposing of the issue before it, modify, 

affirm, or reverse the order of the commissioner in whole or 

in part. 

(3) Where notice and hearing are required with regard 

to dctions taken by the commissioner under this chapter, the 

requirements of 33-1-314 through 33-1-316 and Title 33, 
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chapter 1, part 7, apply, except that the formal rules of 

pleading and evidence must be observed. To the extent that 

33-1-314 th<ough 33-1-316 and Title 33, obapte< 1, part 7, 

do not address the notice and hea~ing requirements of this 

chapter, the provisions of Title 2, ch~pter 4, parts 6 and 

7, apply. 

t4t--Wftere--notiee--afl4-ftearing-sre-reqttire~-with-re~ard 

Ce-aetiens-teken-by-ehe-director--ander--~his--chapter7--the 

prewistons-0£-~it¼e-i7-chapter-4T-part9-6-and-i7-app¼y•" 

Section 9. Section 33-31-405, MCA, is amended to read: 

"33-31-405. Penalties and enforceaent. ( l I The 

cOIIIDlissioner may, in addition to suspension or revocation of 

a certificate of autho£ity under Jl-31-402, after notice and 

hearing, impose an administrative penalty in an amount not 

less than $500 or more than $10,000 if he gives reasonable 

notice in writing of the intent to levy the penalty and the 

health maintenance organization has a reasonable time within 

which to remedy the defect in its operations that gave rise 

to the penalty citation. 

(2) If the commissioner or-the-8iree~or has cause to 

believe that a violation of this chapter has occurred or is 

threatened, the comlllissioner or-ehe-direeter may: 

(a) give notice to the health maintenance organization 

and to the representatives or other persons who appear to be 

involved in the suspected violation: 
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(b) arrange a conference with the alleged violators or 

their authorized representatives to attempt to ascertain the 

facts relating to the suspected violation: and 

(c) if it appears that a violation has occurred ~or is 

threatened, arrive at an adequate and effective means of 

correcting or preventing the violation. 

(3) (a} The commissioner may issue an order directing a 

health maintenance organization or its representative to 

cease and desist from engaging in an act or practice in 

violation of this chapter. 

(b) Within lS days after service of the cease and 

desist order, the respondent may request a 

determine whether acts or practices in violation 

chapter have occurred. The hearing must be 

hearing to 

of this 

conducted 

pursuant to Title 2, chapter 4, part 6, and judicial review 

must be available as provided by Title 2, chapter 4, part 7. 

(4) If a health maintenance organization violates a 

provision of this chapter and the commissioner elects not to 

issue a cease and desist order or if the respondent does not 

comply with a cease and desist order issued pursuant to 

subsection (3), the commissioner may institute a proceeding 

to obtain injuncti~e or other appropriate relief in the 

district court of Lewis and Clark County." 

NEW SECTION, Section 10. Repealer. Section ]]-31-104, 

25 MCA, is repealed. 
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NEW SECTION. Section 11. Effective date. [This act) is 

effective July 1, 1991. 

-End-
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HOUSE BILL NO. 785 

INTRODUCED BY MESSMORE, STICKNEY, COBB, 

JACOBSON, DRISCOLL, SQUIRES 

BY REQUEST OF THE DEPARTMENT OF 

HEALTH AND ENVIRONMENTAL SCIENCES 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

MONTANA HEALTH MAINTENANCE ORGANIZATION ACT; TO ELIMINATE 

THE REQUIREMENT FOR CERTIFICATION BY THE DEPARTMENT OF 

HEALTH AND ENVIRONMENTAL SCIENCES BEFORE A CERTIFICATE OF 

AUTHORITY IS ISSUED TO A HEALTH MAINTENANCE ORGANIZATION; TO 

ELIMINATE OTHER REQUIREMENTS RELATING TO THE DEPARTMENT; 

AMENDING SECTIONS 33-31-102, 33-31-103, 33-31-201, 

33-31-202, 33-31-212, 33-31-401, 33-31-402, 33-31-404, AND 

33-31-405, MCA; REPEALING SECTION 33-31-104, MCA; AND 

PROVIDING AN EFFECTIVE DATE." 

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

Section 1. Section 33-31-102, MCA, is amended to read: 

"33-31-102. Definitions. As used in 

unless the context requires otherwise, 

definitions apply: 

(l) 1'Basic health care services'' means: 

this 

the 

chapter, 

following 

(a) consultative, diagnostic, therapeutic, and referral 

services by a provider; 
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(b} inpatient hospital and provider care: 

(c) outpatient medical services; 

HB 0785/02 

(d) medical treatment and referral services; 

(e) accident and sickness services by a provider to 

newborn infant of an enrollee pursuant to 

33-31-301(3)(e); 

(f) care and treatment of mental illness, alcoholism, 

and drug addiction; 

(g} diagnostic laboratory and diagnostic 

therapeutic radiologic services; 

(h} preventive health services, including: 

(i) immunizations; 

(ii) well-child care from birth; 

(iii) periodic health evaluations for adults: 

(iv) voluntary family planning services; 

(v) infertility services; and 

and 

(vi) children's eye and ear examinations conducted to 

determine the need for vision and hearing correction; and 

( i) treatment for phenylketonur ia. "Treatment" means 

licensed professional medical services under the supervision 

of a physician and a dietary formula product to achieve and 

maintain normalized blood levels of phenylalanine and 

adequate nutritional status. 

( 2 l "Comm:. ss icner" means the commissioner of i r:.s·.irance 

of the state of Montana. 
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t3t--ueepartmen~--o£--hes¼tft---meafts--~"e--deparcment-e~ 

heai~h-and-env±ronmenta¼-se±enee~-provtded-tor-±n-i-¼5-i¼6¼~ 

t ◄t--•e±reetor~-means-the-d±reetor-of-the-depa~tment--er 

hea½~~-and-environmental-scienees-~re•ided-rer-i~-i-~5-~i8l~ 

t5till "Enrollee" means a person: 

(a) who enrolls in or contracts with a health 

maintenance organization; 

(b) on whose behalf a contract is made with a health 

maintenance organization to receive health care services; or 

(c) on whose behalf the health maintenance organization 

contracts to receive health care services. 

t6till "Evidence of coverage" means a certificate, 

agreement, policy, or contract issued to an enrollee setting 

forth the coverage to which the enrollee is entitled. 

t~t.ill "Health care services" means: 

(a) the services included in furnishing 

dental care to a person: 

medical or 

(b} the services included in hospitalizing a person; 

(c) the services incident to furnishing medical or 

dental care or hospitalization~ or 

(d) the services included in furnishing to a person 

other services for the purpose of preventing, alleviating, 

curing, or he·aling illness, injury, or physical disability. 

t8till "Health care services agreement" means an 

agreement for health care services between a health 

-3- HB 785 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0785/02 

maintenance organization and an enrollee. 

t9till "Health maintenance organizationn means a person 

who provides or arranges for basic health care services to 

enrollees on a prepaid or other financial basis, either 

directly through provider employees or through contractual 

or other arrangements with a provider or a group of 

providers. 

t3:8t~ "Insurance producer 11 means an individual, 

partnership, or corporation appointed or authorized by a 

health maintenance organization to solicit applications for 

health care services agreements on its behalf. 

t3:3:ti2.l "Person" means: 

(a) an individual; 

(b) a group of individuals; 

(C) 

Cd) 

an insurer, 

a health 

33-30-101; 

as defined in 33-1-201; 

service corporation, as defined in 

(e) a corporation, partnership, facility, association, 

or trust; or 

(f) an institution of a governmental unit of any state 

licensed by that state to provide health care, including but 

not limited to a physician, hospital, hospital-related 

facility, or long-term care facility. 

tiZ-t1..!.Q.1 "Plan" means a health maintenance organization 

operated by an insurer or health service corporation as an 
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integral part of the corporation and not as a subsidiary. 

t±3t1.!!1 "Provider 11 means a physician, hospital, 

hospital-related facility, long-term care facility, dentist, 

osteopath, chiropractor, optometrist, podiatrist, 

psychologist, licensed social worker, registered pharmacist, 

or nurse specialist as specifically listed in 37-8-202 who 

treats any illness or injury within the scope and 

limitations of his practice or any other person who is 

licensed or otherwise authorized in this state to furnish 

health care services. 

t¼4t.1.!.ll "Uncovered expenditures•• mean the costs of 

health care services that are covered by a health 

maintenance organization and for which an enrollee is liable 

if the health maintenance organization becomes insolvent. 11 

Section 2. Section 33-31-103, MCA, is amended to read: 

•33-31-103. Rules. tit The commissioner may, after 

notice and hearing, make reasonable rules necessary to 

effectuate this chapter. 

tit--~he--depa~emefte-of-hea¼t:h-may-make-rea9onab%e-r~¼es 

neee99ar-y-to-effee'C~a'Ce-thi'.!!1-ehapt:er.- 11 

Section 3. Section 33-31-201, MCA, is amended to read: 

"33-31-201. Establishment of health maintenance 

organizations. (1) Notwithstanding any law of this state to 

the contrary, a person may apply tc the commissioner for and 

obtain a certificate of authority to establish and operate a 
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health maintenance organization in compliance with this 

chapter. A person may not establish or operate a health 

maintenance organization in this state except as authorized 

by a subsisting certificate of authority issued to it by the 

commissioner. A foreign person may qualify for a certificate 

of authority if it first obtains from the secretary of state 

a certificate of authority to transact business in this 

state as a foreign corporation under 35-1-1001, 

(2) Each health maintenance organization operating in 

this state as of October 1, 1987, shall submit an 

application for a certificate of authority under subsection 

(3) within 30 days after the effective date of rules adopted 

by the commissioner end-the-departmen~-ef-"ea¼th as provided 

in 33-31-103. Each such applicant may continue to operate in 

this state until the commissioner acts upon the application. 

If an application is denied under 33-31-202, the applicant 

must be treated as a health maintenance organization whose 

certificate of authority has been revoked. 

(3) Each application of a health maintenance 

organization, whether separately licensed or not, 

certificate of authority must! 

for a 

(a} be verified by an officer or authorized 

representative of the applicant; 

(b) be in a form prescribed by cr.e c~m..~issio~er; 

(c) contain! 
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(i) the applicant's name; 

(ii) the location of the applicant's home office or 

principal office in the United States (if a foreign person}; 

(iii) the date of organization or incorporation; 

(iv) the form of organization (including whether the 

providers affiliated with the health maintenance 

organization will be salaried employees or group or 

individual contractors); 

(v) the state or country of domicile; and 

(vi) any additional information the commissioner may 

reasonably require; and 

(d) set forth the following information or be 

accompanied by the following documents, as applicable! 

(i) a copy of the applicant's organizational documents, 

such as its corporate charters or articles of---incorporation 1 

articles of association, partnership agreement, trust 

agreement, or other applicable documents, and all amendments 

th~reto, certified by the public officer with whom the 

originals were filed in the state or country of domicile: 

(ii) a copy of the bylaws, rules, and regulations, or 

similar document, if any, regulating the conduct of the 

applicant's internal affairs1 certified by its secretary or 

other officer having custody thereof; 

(iii} a list of the names, addresses, and official 

positions of the persons responsible for the conduct ut the 
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applicant's affairs 1 including all members of the board of 

directors, board of trustees, executive committee, or other 

governing board or committee} the principal officers in the 

case of a corporation; and the partners or members in the 

case of a partnership or association; 

(iv) a copy of any contract made or to be made between: 

(A) any provider and the applicant: or 

(B) any person listed in subsection (3)(d)(iii) and the 

applicant. The applicant may file a list of providers 

executing a standard contract and a copy of the contract 

instead of copies of each executed contract. 

(v) the extent to which any of the following 

included in provider contracts and the form 

provisions that: 

will 

of 

be 

any 

(A) limit a provider's ability to seek reimbursement 

for basic health care services or health care services from 

an enrollee; 

(B) permit or require a provider to assume a financial 

risk in the health maintenance organization, including any 

provisions for assessing the provider, adjusting capitation 

or fee-for-service rates, or sharing in the earnings or 

losses~ and 

(C) govern amending or terminating an agreement with a 

provider; 

(Vi} a financial statement showing the applicant's 
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assets, liabilities, and sources of financial support. If 

the applicant's financial affairs are audited by independent 

certified public accountants, a copy of the applicant's most 

recent certified financial statement ~atisfies this 

requirement unless the commissioner directs that additional 

or more recent financial information is required for the 

proper administration of this chapcer. 

(vii) a description of the proposed method of marketing, 

a financial plan that includes a projection 

results anticipated until the organization 

of operating 

has had net 

income for at least l year, and a statement as to the 

sources of working capital as well as any other source of 

funding: 

{viii) a power of attorney executed by the applicant, on 

a form prescribed by the commissioner, appointing the 

commissioner, his successors in office, and his auth~rized 

deputies as the applicant's attorney to receive service of 

legal process issued against it in this state; 

(ix) a statement reasonably describing the geographic 

service area or areas to be served, by county, including: 

(A) a chart showing the number of primary and specialty 

care providers, with locations and service areas by county; 

(8) the method of handling emergency care, with the 

location of each emergency care facility; and 

{C) the method of handling out-of-area services; 
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{x) a description of the way in which the health 

maintenance ~rgar.ization provides services to enrollees in 

each geographic service area, including the extent to which 

a provider under contract with the health maintenance 

crganization provides primary care to those enrollees; 

(xi) a description of the complaint procedures to be 

used as required under 33-31-303; 

tx¼¼t-a-d@~~ri~tion-of-~~e-proe@dttree-and-program~-te-ee 

im~¼emen~e~-te-meet-the-qttal±ty-0£-hea¼th-eare--req~trements 

±"-33-3i-,8=~ 

tx¼iit120:._U a description of the mechanism by which 

enrollees will be afforded an opportunity to participate in 

matters of po~icy and operation under 33-31-222; 

txi~t(xi~i) a summary of the way in which administrative 

services will be provided, including the size and 

qualifications of ~he administrative staff and the projected 

c~st of administra~ion in relation to premium income. If the 

health maintenance organization delegates management 

authority for a major corporate function to a person outside 

the organization, the health maintenance organization shall 

include a copy of the contract in its application for a 

certificate of aut~ority. Contracts for delegated management 

authority must be filed with the commissioner in accordance 

with che tiling provisicns ~f 33-31-301[2); however, ~aching 

l ll this !..>ubsection deprives the health maintenance 
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organization of its right to confidentiality of any 

proprietary information, and the commissioner may not 

disclose that proprietary information to any ct~er person. 

All contracts must include: 

(A) the services to be provided; 

{Bl the standards of performance fo= the ::i.anager; 

(C) the method of payment, including any p~cvisions for 

the administrator to participate in the profits or losses of 

the plan~ 

(D} the duration of the contract; Qnd 

IE} any provisions for modifyi~g, termi r.a ting, or 

renewing the contract; 

tM•t~ a summary of all financial guaranties by 

providers, sponsors, affiliates, or parents within a holding 

company system or any other guaranties that are intended to 

ensure the financial 

agreements 

success of the plan, .!.ncluding hold 

harmless by providers, insolvency insurance, 

reinsurance, or other guaranties; 

txY±t~ a summary of benefi~s ~o be offered enrollees, 

including any limitations and exclusions and the 

renewability of all contracts to be written; 

txviit(xvi) evidence that it can meet the requirement of 

33-31-216110): and 

txv~iit(xvii) any 

commissioner may 

other 

reasonably 
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determinations required in 33-31-202. 

(4) Each health maintenance organization shall file 

each substantial change, alteration, or amendment to the 

information submitted under subsection (J) with the 

commi~sioner at least 30 days prior to its effective date, 

including changes in articles of incorporation and bylaws, 

organization ~ype, geographic service area, provider 

contracts, provider availability, plan administration, 

financial projections and guaranties, and any other change 

that might affect the financial solvency of the plan. The 

ccrnmissior.er may, after notice and hearing, disapprove any 

proposed change, alteration, or amendment to the business 

plan. The commissioner may make reasonable rules exempting 

from the filing requirements of this subsection those items 

he considers unnecessary. 

I 5) 

holding 

An applicant or a health maintenance 

a certificate of authority shall 

organization 

file with the 

commissioner all contracts of reinsurance and any 

modifications thereto. An agreement belween a health 

rnaintenar.ce organization and an insurer is subject to Title 

33, chapter 2, part 12. A reinsurance agreement must remain 

in full force and effect for at least 90 days following 

writtPn notice of cancellation by either party by certified 

mail to the commissioner. 

16) Each health maintenance organizdtion shall 
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maintain, at its administrative office, and make available 

to the commissioner upon request executed copies of all 

provider contracts. 

(7) The commissioner may make reasonable rules 

exempting an insurer or health service corporation cperating 

a health maintenance organization as a plan from the filing 

requirements of this section if information requested in the 

application has been submitted to the commissioner under 

other laws and rules administered by the commissioner." 

Section 4. Section 33-31-202, MCA, is amended to read: 

"33-31-202. Issuance of certificate of authority. t¼t 

Hpeft-reeeipt-of-a~-sp~¼±eat±on-£or-±s~ttanee-of-a-eertifieate 

of--a~thority;-the-eofflffl.±ssioner-sftall-traftemit-eop±ee-ei-the 

appi~eat¼on-and-aeeompanytng-doe~ments-to-the-departmen~--of 

hea±th~-~ne-department-of-heaith-shal½-determtne-whether-the 

app±±eant--for--a--eert±f±eate-oE-aothor±ty,-w±th-respeet-eo 

health-eare-eerv±ees-to-be-f~rnished,-has~ 

tat--demonstrated-the-v±¼l±ngness-and-~o~ent±al--ab±±ity 

to--ass~re--that--~t--v±ll-pro~±de-heaith-eare-serv±eee-tn-a 

ffla~ner-assaring-availabil±ty-and-aeee~s±b±½±ty--o~--adeq~ate 

personnel---and---fee±lities---and--enhane±ng--ava±labi*±ty, 

aeeessibi¼ity,-and-eont±n~±ty-of-ser~±ee~ 

fbf--arrangemente,-established-±n--aee~~dan~~--w±eh--the 

rttles--~ade--by--the--dep~rtfflen~--et--~ea±tn,-~~r-~~-~~go~ng 

qtta¼ity---assttranee---pro~ram---eoneern±ng----h~ai~~----e~~e 
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evatiab±±tty,-aeeess±et±±ty,-and-eontinttity-0£-serviee~-and 

fet--a--~roeedare,--estae¼tshe~-±n-aeeorde~ee-wi~h-r~les 

of-the-department-of-hee¼th,-to-de¥elop,-eompiie7--eve¼~ate, 

and---repore---staeisties---re¼at~ng--to--the--eost--e£--tts 

operettons,-the-pattern-of-ttti½±zat±on-0£-its-ser~±ces,--the 

a•a±iabiltty--and--aeeess±bi½tty--oE--its--serv±eee,-and-any 

oeher--matte~s--as--may--be--reasonabiy--reqtt±~ed---oy---the 

de~art~ent-of-hea¼eh~ 

t~t--W±tr.~n-6e-days-of-reee±pt-of-the-app½±eat±on-from-a 

hea¼th---me±ntenanee---or9an±zation---for---±ssaance---ef--a 

eert±f~eate-0£-aathority,-the--department--of--hea¼th--shai¼ 

eertify---te--ehe--eolM\iss~oner--ehat--the--proposed--hea¼~h 

~aintenanee---o~ganizat±on---meets---the---reqtt±rements---0£ 

sabeeetion-t¼t-or-sha¼¼,-a£ter-not%ee--ane--hear±ng,--noti£y 

the--eomm±ss±oner--that--the-hea¼eh-ma±ntenanee-orqan±2et±en 

cioes--not--meet--t~ose--~eqtt±rements--and--speeify--±n--what 

re~pects-±~-±s-def±e±ent.-The-d±reetor--may--extend--~y--not 

mo~e--then--ar.-additiona¼-38-days-the-~e~±od-wit~in-whieh-he 

fflay-eerti£y-to-the-eommisstoner--that--the--proposed--heait~ 

ma~nten~n~e---ergan±za~ion---meets--or--Ooes--net--meet--~he 

~eq~±remen~~-of-stte~eet±on--t¼f--by--g±~inq--not±ee--of--the 

ex~ens±en--to--~he--eol'Mt±s~±oner--and-the-"eaith-ma±neenanee 

organ±%at±en-beEe~e-t"e-exp±rat±on--o£--the--±n±tiai--68-day 

p~r±oo. 

tcltill The co:n.m1.ss1oner shal.:.. issue o!'.' deny a 
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certificate of authority to any person filing an application 

pursuant to 33-31-201 within 180 days of--reeetpe--~~--ehe 

eerti£ieee±o~---from--the--departme~t--o£--heaith after he 

receives the application. The commissioner shall grant a 

certificate of authority upon payment of the application fee 

prescribed in 33-31-212 if the commissioner is satisfied 

that each of the following conditions is met: 

(a) The persons responsible for the conduct of the 

applicant 1 s affairs are competent and trustworthy. 

tbt--~~e--aepartme~e--0€-heait"-eert±£ie9,-in-aeeoraanee 

w~th---snbseet~on---tZt7---that---the---hea¼eh---ma±"~enanee 

organt~at±on~s--prepesed--plen--or---opera~~en---meets---~he 

requiremente-e£-sttb9ee~~en-t±t• 

tet.!.£1 The health maintenance organization will 

effectively provide or arrange for the provision cf basic 

health care services on a prepaid basis, ~hrough insurance 

or otherwise, except to the exten~ of reasonable 

requirements for copayments. 

fdt1£1 

financially 

The health 

responsible 

maintenar.ce organization is 

and can reasonably be expected to 

meet its obligations to enrollees and prospective enrollees. 

In making this determination, the commissioner may in his 

discretion consider: 

(i) the financial soundness of the a~rangenents for 

health care services and the schedule of charges used in 
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connection therewith; 

(ii) the adequacy of working capital~ 

(iii) any agreement with an insurer, a health service 

corporation, a government, or any other organization for 

ensuring the payment of the cost of health care services or 

the provision for automatic applicability of an alternative 

coverage in the event of discontinuance of the health 

maintenance organization; 

(iv) any agreement with providers for the provision of 

health care services; 

(v) any deposit of cash or securities submitted in 

accordance with 33-31-216; and 

(vi) any additional information as the Co!Mlissioner may 

reasonably require. 

tetiQl The enrollees will be afforded an opportunity to 

participate in matters of policy and operation pursuant to 

33-31-222. 

trt~ Nothing in the proposed method of operation, as 

shown by the information submitted pursuant to 33-31-201 or 

by independent investigation, violates any provision of this 

chapter or rules adopted by the commissioner or---the 

depar~ffleft~-of-hea¼~h. 

t9t--A~y--derte¼eneies--identtrted--by-the-department-or 

~ea¼th-hav~-been-cor~~eted~ 

t4t_ill The commissioner may in his discretion deny a 
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certificate of authority only if he complies with the 

requirements of 33-31-404." 

Section 5. Section 33-31-212, MCA, is amended to read: 

"33-31-212. Fees. (1) 

organization shall pay to 

fees: 

Each health maintenance 

the commissioner the following 

(a) for filing an application for a certificate cf 

authority or amendment thereto, $300; 

(b) for filing an amendment to the organization 

documents that requires approval, $25: 

(c) for filing each annual statement, $25; 

(d) for annual continuation of certificate 

authority, $300. 

of 

(2) All fees, miscellaneous charges, fines, penQlties, 

and those amounts received pursuant to 33-31-211(]) and 

33-31-405 collected by the commissioner pursuant to this 

chapter and the rules adopted thereunder must be deposited 

in the general fund. 

t3t--The-diree~er-may-a9sess-£ee9-~eeessary-and-adeqttete 

te-eever-the-expense9-0E-the-d±reetoris-£~ftet±on~-tt~d~r-~h±s 

eh apter~" 

Section 6. Section 33-31-401, MCA, is amended t~ read: 

"33-31-401. Examination. I l) The comm1ssioner ;tiay 

examine the affairs c:: a healr.:: ma;intcn.111ce ar,.:ia.n.i.za.r- :._~,, :L~ 

often as is reasonably necessary co protect the interests 0~ 
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the people of this stace. The commissioner shall make an 

examination at least once every 3 years. 

tit--~~e---departmen~---o~---hea¼th---may---examine--the 

a~a±iab±i±ty,-aeeess±b±i±ty,-and-eentintt±ty--0£--the--health 

eare---~er~±ees---p~e•±ded---by---any---~eeith---maintenanee 

organi~at±on---a"d---t~e--preT±der9--w±th--whom--the--heaith 

mei~tenanee-orgafti~atie"-has-eontraet~,-a9reemeftt9,-or-ot"er 

e~~en9emeftts-a~-e~ten-a9-is-~easonabiy-fteeessary-to--preteet 

~he-inte~ests-0£-the-peepie-0£-this-stateo-~he-depe:rtment-0£ 

heaith--sheii-ma~e-s~en-an-exaffliftat¼on-at-ieast-onee-every-3 

years~ 

t~till Each authorized health maintenance organization 

and provider shall submit its relevant books and records for 

the examinations 

examinations. For 

and 

the 

in every 

purpose of 

way facilitate 

examination, 

the 

the 

commissioner a"d--the--depa~tfflent--of-heaith may administer 

oaths to and examine the c-ffice=s ar.d ins:.irance producers of 

the health maintenance organization and the principals of 

the providers concerning their business. 

t4t--t~t-t¼t(3) (a) Upon presentation of a detailed 

account of the charges and expenses of examinations by the 

ccmmissioner, the health maintenance organization being 

examined shall pay to the examiner as necessarily incurred 

~rt account of the examination the acc~al t~avel expenses, a 

~edso1iable living-expense allowance, and a per diem, all at 
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reasonable rates customary therefor and as established or 

adopted by the commissioner. The commissioner may present an 

account periodically during the course of the examination or 

at the termination of the examination as the commissioner 

considers proper. A person may not pay and an examiner may 

not accept any additional emolument on account of any 

examination. 

t¼¼tJ....2.l If a health maintenance organization fails to 

pay the charges and expenses as referred to in subsection 

t4ttatt±t ~- the commissioner shall pay chem out of the 

funds of the commissioner in the same manner as other 

disbursements of funds. The amount so paid must be a lien 

upon all of the person's assets and property in this state 

and may be recovered by suit by the attorney general on 

behalf of the state of Montana and restored to the 

appropriate fund. 

tbt--~"e--expenses--eE--exam~natien--eondttet~~--by---tfte 

dtreeter--ander--t"±s--seet¼en--mtt~t-ee-a~~essed-ega¼n~t-the 

"ea¼~h--maintenanee--ergani2at¼on--end---~emitted---to---~ke 

d¼t"eetor-..-

t5tl!l In lieu of an examination, the commissioner OT 

the-8ireetet" may accept the report of an examination made by 

the commissioner or-trte-d±-reetor of another state." 

Section 7. Section 33~]1-402, MCA1 is amended to read: 

"33-31-402. Suspension or revocation of certificate of 
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authority. {11 The commissioner may in his discretion 

suspend or revoke any certificate of authority issued to a 

health maintenance organization under this chapter if he 

finds that any of the following conditions exist: 

(a) The health maintenance organization is operating in 

contravention of its basic organizational document or in a 

manner contrary to that described in any other information 

submitted under 33-31-201 and provided that such operation 

adversely affects the health maintenance organization's 

ability to provide benefits and operate under the 

application approved by the commissioner, unless amendments 

to such submissions have been filed with and approved by the 

commissioner. 

(b) The health maintenance 

evidences of coverage or uses 

health care services that do 

requirements of 33-31-301. 

organization issues 

a schedule of charges for 

not comply with the 

(c) The health maintenance organization does not 

provide or arrange for basic health care services. 

t~t--~he-direetor,-afee~-"otiee-a"d--keer±ng,--eert¼f±es 

to-the-eerMt±ssio"er-trtat~ 

tit--the--keaith--mai"tenanee-orga"i~ation-doe~-not-meee 

~ne-req~irements-of-33-3¼-~&rt±t~-or 

t±it-the-hee½th-maintenanee-erganirati~n--i~--tln~eYe--to 

~tt¼£iii-its-obtigaei~~~-~o-fttrn~~"-hea¼th-eare-8er•±ees~ 
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tetl!tl_ The health maintenance organization is no longer 

financially responsible and may reasonably be expected to be 

unable to meet its obligations to enrollees or prospective 

enrollees. 

ffti!U_ The health maintenance organization has faiied 

to implement a mechanism affording the enrollees an 

opportunity to participate in matters of policy and 

operation under 33-31-222. 

tgtfil The health maintenance organization has failed 

to implement the complaint system required by 33-31-303 to 

resolve valid complaints in a reasonable manner, 

thti.9.1 The health maintenance organization, or any 

person on its behalf, has advertised or merchandised its 

services in an untrue, 

deceptive, or unfair manner, 

misrepresentative, misleading, 

htfil The continued operation 

maintenance organization would 

enrollees. 

be 

of the health 

hazardous to ltS 

tjtlil The health maintenance organization has 

otherwise failed to substantially comply with this chapter. 

(2) The commissioner may in his discretion suspend or 

revoke a certificate of authority only if he complies with 

the requirements of 33-31-404. 

(3) When the certificate ~f authcrity of a t1eaith 

maintenance organization '5 suspended, the health 
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maintenance organization may not, during the period of such 

suspension, enroll any additional enrollees except newborn 

infants or other newly acquired dependents of existing 

enrollees and may not engage in any advertising or 

sclicitaticn. 

(4) If the commissioner revokes the certificate of 

authority of a health maintenance organization, the health 

maintenance o~ganization shall proceed, immediately 

following the effective date of the order of revocation, to 

wind up its affairs and may not transact further business 

except as may be essential to the orderly conclusion of its 

affairs. It may not engage in further advertising or 

solicitation following the effective date of the order of 

revccation. The commissioner may by written order permit 

further operation of ~he health maintenance organization if 

he finds further operation to be in the best interest of 

enrollees to the extenL that enrollees will be afforded the 

greatest practical opportunity to obtain continuing health 

care coverage.~ 

Section 8. Section 33-31-404, MCA, is amended to read: 

~33-31-404. Administrative procedures. (1) When the 

commissioner has cause to believe that grounds for the 

JeP-ial of an application for a certificate of authority 

~xist er t~1at arou~ds for the suspensio~ or revocation of a 

certificate ot authority exist, he shall give written notice 
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to the health maintenance organization end-the-depe~tment-0£ 

hee¼th specifically stating the grounds for denial, 

suspension,. or r-evocation and fixing a. t1me of at lea.st 30 

days after the notice for a hearing on the matter. 

(2) ~he--d±reeto~--or-hi~-de~±9neted-~epre5e~tati~e-may 

etteft~-the-hea~±~g-and-may-partieipe~e--±n--t"e--proeeedi"g~ 

~he--~eeelftfflendation~--end--Eind±ngs--e€--the--direeter--with 

respeet---to---mette~s---reiatin9---to---t~~---e~aiieb±½±ey, 

aeeesstb±±ity,---end--eo"t±ntt±ty--oE--heaith--eare--serv~ees 

prov±ded-±n-eonneet±on-with-any-deeisio~--regardi~9--deniai7 

sttspension7-or-reveeet¼on-or-e-eerti£ieete-e£-attthortty-mttse 

ee--eene¼ttsive--end-btnd~n9-upon-the-eom.mt99toner, After the 

hearing, or upon the failure of the health maintenance 

organization to appear at the hearing, the commissioner 

shall make written findings and act as he considers 

advisable. The commissioner shall mail the wr:tten fi~dings 

to the health maintenance organization e"d-9ttbmit-a-eopy--to 

the--d±reeter. The action of the commissioner a~d--t"e 

~eeel'M1endatte~9--and-£¼ndings-0£-the-e~re~eor-ere is subject 

to review by the district court having jurisdiction. The 

court may, in disposing of the issue before it, modify, 

affirm, or reverse the order of the commissioner in whole or 

in part. 

(]) Where notice and hearing are req~ired with regard 

to actions taken by the commissioner under this chg.pt:er, t.he 
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requirements of 33-1-314 through 33-1-316 and Title 33, 

chapter 1, part 7, apply, except that the formal rules of 

pleading and evidence must be observed. To the extent that 

33-1-314 through 33-1-316 and ~itle 33, chapter 1, part 

do not address the notice and hearing requirements of this 

chapter, the provisions of Title 2, chapter 4, pa~ts 6 and 

7, apply. 

t•t--Where--"et±ee--e"d-heari"9-are-r~~~ired-w±th-regerd 

~o-aet±ons-ta~e"-by-t~e-direetor--~"~er--thi9--ehapter,--the 

pro~±ete~~-o£-~it±e-~,-ena~ter-4,-part~-6-and-7,-eppty•" 

Section 9. Section 33-31-405, MCA, is amended to read: 

WJJ-31-405. Penalties and enforcement. ( l) The 

commissioner may, in addition to suspension or revocation of 

a certificate of authority under 33-31-402, after notice and 

hearing, impose a~ administrative penalty in an amount not 

less than $500 or more than S10,000 if he gives reasonable 

notice in writing of the intent to levy the penalty and the 

health maintenance organization has a reasonable time within 

which to remedy the defect in its operations that gave rise 

to the penalty citation. 

(2) If the commissioner o~-the-direetor has cause to 

believe that a violation of this chapter has o~curred or is 

threatened, the commissioner o~-the-di~ee~e~ may: 

(a) give not.ice to the health maintenance orqan.ization 

and to the representatives or other persons who appear to be 
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involved in the suspected violation; 

{b) arrange a conference with the alleged violators or 

their authorized representatives to attempt to ascertain the 

facts relating to the suspected violation; and 

5 {c) if it appears that a violation has occurred or :s 

6 threatened, arrive at an adequate and effective mea~s of 

7 correcting or preventing the violation. 

8 {3) (a) The commissioner may issue an order directing a 

9 health maintenance organization or its representative to 

10 cease and desist from engaging in an act or practice in 

11 violation of this chapter. 

12 (b) Within 15 days after service of the cease and 

13 desist crder, the respondent may request a heari~g to 

14 determine whether acts or practices in violation of this 

15 chapter have occurred. The hearing must be conducced 

16 pursuant to Title 2, chapter 4, part 6, and judicial review 

17 must be available as provided by Title 2, chapter 4, part 7. 

18 (4) If a health maintenance organization vio:ates a 

19 provision of this chapter and the commissioner elects not to 

20 issue a cease and desist order or if the respondent does not 

21 comply with a cease and desist orde~ issued pursuant to 

22 subsection (3), the commissioner may institute a proceeding 

23 to obtain injunctive or other appropriate relief :n the 

24 dis~rict caur~ of Lewis and Clark Coilnty. 

25 ~EW SECTION. Section 10. Repealer. section 33-Ji-10., 
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MCA, is repealed. 

NEW SECTION. Section 11. Effective date. (This actj is 

effective July 1, 1991. 

-End-
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