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7/{;“54’/ BILL NO. Zﬁj 5

[ ,/” BY REQUEST OF THE DEPARTMENT OF
. '!/z'n-—f’(
' 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 CERTIFICATICON 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 this chapter,

unless the context requires otherwise, 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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(¢} outpatient medical services;

(d) medical treatment and referral services;

{e) accident and sickness services by a provider to
each newborn infant of an

enrocllee pursuant ta

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

(f) c¢are and treatment of mental illness, alcoholisn,
and drug addiction;

{(g) diagnocstic laboratory and diagnostic and
therapeutic radiologic services:

{h) preventive health services, including:

{i) immunizations;

{ii) well-child care from birth;

{iii) pericdic health evaluations for adults:

{iv) voluntary family planning services;

{v} 1infertility services; 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 & physician and a dietary formula product to achieve and
maintain normalized blood 1levels of phenylalanine and
adequate nutritional status.

(2) "Commissioner" means the commissioner of insurance

of the state of Montana.

t3y~~4Beparement——of-—heatthi--means--che-—-department-of
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hesith-and-environmental-sciences-previded-for-in-2-15~-23181<

{43--1Pirectori-means-the-director-cf-the-department-—-of
heatth-and-environmentat-setences-provided-for-in-2-15-210%-

t5¥(3) "Enrollee" means a person:

{a} who enrclls in or c¢ontracts 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.

+6¥(4) "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#¥{5) "Health care services" means:

(a) the services 1included 1in Eurnishing medical or
dental care te a person;

[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 healing illness, injury, or physical disability.

tBY(6) "Health care services agreement" means an
agreement for health care services between a health

maintenance organization and an enrollee.
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+94(7) “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 & ~-oup of
providers.

+363(8) "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.

+¥%¥(9) “Person™ means:

(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, hogpital-related
facility, or long~term care facility.

+%24(10) "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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€¢x3+(11) "Provider™ means a physician, hospital,
hospital-related facility, long-term care facility, dentist,
osteopath, chiropractor, optometrist, pediatrist,
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:4y{12}) "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:

"33-31-1D03. Rules. +i*¥ The commissioner may, after
notice and hearing, make reasonable rules necessary to
effectuate this chapter.

t2¥-~-Fhe--department-of-heatth-may-make-reasonabie-ruies
necessary-to-effectuate-this-chapter:”

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 to the commissioner for and
obtain a certificate of authority to establish and operate a

health maintenance organization 1in compliance with this
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chapter. A person may not establish or operate a health
maintenance organization in this state except as authecrized
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 35-1-10Q1.

{(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-department-of-heatth as provided
in 33-31-103. Bach 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, £for a
certificate of authority must:

(a) be verified by an cfficer or authorized
representative of the applicant;

(b) be in a2 form prescribed by the commissioner;

{c) contain:

{i) the applicant's name;

-5
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{ii) the location of the applicant's home office or
principal cffice 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 infermation or be
accompanied by the following documents, as applicable:

(i) a copy of the applicant's organizaticnal 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 c¢onduct of the
applicant's internal affairs, certified by its secretary or
other officer having custody thereof;

(1ii) a list of the names, addresses, and official
positions o©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 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 1list of providers
executing a standard contract and a copy of the contract
instead of copies of each executed contract.

{v}) the extent toc which any of the following will be
inecluded in provider contracts and the form of any
provisions that:

{A) 1limit a provider's ability to seek reimbursement
Eor basic health care services or health care services from
an enrollee;

{B) permit or reguire 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
logses; and

(C) govern amending or terminating an agreement with a
provider:

(vi) a financial statement showing the applicant's

assets, liabilities, and sources of financial support. If

-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
regquirement 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
commirssioner, 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 gecgraphic
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 methed 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 in which the health
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maintenance organization provides services to enrollees in
each geographic service area, including the extent teo 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;

txtij-m~deseription-of-the-procedures—and-pregrams—to—be
implemenced-to-meet-the-guatity-of-heatth-care~-~requirements
+n-33-33-2027¢

txit+y{xii) a description of the mechanism by which
enrcllees will be afforded an opportunity to participate in
matters of policy and operation under 33-31-222;

¢xtvd(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 Eiling 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;

{B) the standards of performance for the manager;

{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
renewing the contract;

txv¥(xiv) 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 quaranties:

trviy(xv) a summary of benefits to be offered enrollees,
including any limitations and exclusions and the
renewability of all contracts to be written;

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

33-31-216(10); and

teviiiy(xvii) any other information that the
commissioner may reasonably reguire to make the

determinations required 1in 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 in articles of incorperation and bylaws,
organization type, geocgraphic 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.

{3} An applicant or a health maintenance organization
holding a certificate of authority shall £ile with the
commissioner all contracts of reinsurance and any
modifications thereto. An agreement between a health
maintenance organization and an insurer is subject toc 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 commissicner.

{6} Each health maintenance organization shall

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. +33¥
Spon-receipt-of-an-appiication-for-issumnce-cf-a-cereificate
of--authoritys-the-commissioner-shati-transmit-—copies-aé-ehe
appitcation-and-accompanying-documents-to-the-department——of
heaithv—Phe-deparement-of-heatth-shati-deternine-whether—the
appitcant-—-for--a-—-certificate-of-autherity;-with-respect—ta
heatth-care-secvices-to-be-furnished;-hass

tay--demonstrated-the-wittingneass—and-pokentiat--abiiity
to--assure-—that-—tt--witi-provide-heaith-care-services—in-a
manner-asauring-avariabiticy-and-accessibrizey--of--adequate
perscnnei---and---facttities——-and--enhancing--avaitmbitieys
acecessibitityr-and-continutty-of-service;

thi—-arrangementsr—escablitshed-in--accordance--with-~-the
rutes--made--by--the--deparetment--of--heatthr-for-an-ongetng
quatity---assurance---program—-——econesrning——-—-heatth-—--care

avatiabtlieyr-aceesstbitttyr-and-continnity-cf-servicer-and

-13—

14
15
16
17
18
19
20
21
22
23
24

25

LC 1197/01

tej--a--procedure;—-estabiished-in-accordance-with-ruites
of-the-department—of-heaithy-to-deveicpy-canpiier——evatuater
and---report---statistics——-retating-——to--the--cost—-of--its
operattonsy—the-pattern-of-utitieation-of-itn-—servicesy;--the
avairiapitity--and--accessibitity-—-of-——its--services;-and-any
sther——mabters——as-——may--be--reasenabiy--reguired-—-by—-——the
department-af-heaiths

t2y--Hithin-606-days-of-receipt-of-the-appiicatiton—-£from-a
heatth---maintenance——-arganization——-for-~—-issuance——-of-—-a
certificate-of-autherttyr-the——department——of--heatch--shati
certify———to-—the-—-commiasioner——that-—the--propased-—heatth
maintenance-——organization—--meets-—-the——-regquirenents———of
szhaection—tiy-or-shatir-after-notice——and--hearings-——narify
the-—-commisatoner-—that--the-heairth-mainesnance-organization
does--not--meet-—those——requirements——and——specify--in—-whae
respesrs—it—is-deftetentr-Fhe-director-—-may-—extend—--by——noe
more-—than--an-additionai-38-days—-the-peritod-within-which-he
may-cereify—to-the-commissioner——that-—the--proposed--healtth
meintenanca-——nrganization-—--meses--sr--dees--not--nest-—the
regquirements-of-subsection-—+i}--by--giving--notice--of--the
extension——to--che—-commiasioner——and-the—heatth-matneenance
organization-before—thea-expiration—-of-—the——inibiat--60-day
periods

t33{1) The commissioner shall issue or deny a

certificate of authority to any person filing an application

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

certifieation---frem-—the--department--of--heatth after he

receives the application. The commissioner shall grant a
certificate of authority upen 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.

tBy——Fhe-——deparement——of-heateh-cereifiesr-in-accordance
with---subsection——~{2}7y-~—tchat---tehe---heateh~---matntenance
srganizaticnls--propesed-—pian——cf—--operatien———meeers~=—the
requirements-of-subsection—4+1+~<

tey({b) 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.

t+4¥(¢c) The health maintenance organization is
financially responsible and can reasonably be expected te
meet its obligations to enrcllees 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 c¢harges wused in

connection therewith;
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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 commissicner may
reasonably require.

te¥{d) The enrollees will be afforded an opportunity to
participate in matters of policy and operation pursuant to
33-31-222,

t£3{e) Nothing in the proposed method of operation, as
shown by the information submitted pursuant to 33-31-201 or
by independent investigation, vioclates any provision of this
chapter or rules adopted by the commissioner or--—-the
departmene-of-heateh.

tg¥-—-Any--deficiencies——identified--by-the-department-of
heatth-have-been—correcteds

t4¥(2) The commissicner 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 f£iling an application for a certificate of
authority or amendment thereto, $300;

{b) for filing an amendment to the organization
documents that requires approval, $25;

(¢) £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.

£3y--Phe-dirsctor-may-asssss-fees—necessary-and-adequate
to-cover-the-expenses-of-the-directorts-functions—under-this
ehaptert"”

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
cfren as is reascnably necessary to protect the interests of

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

t2y——Fhe—--deparement———of-—-heatth---may---examine——the
avatiabitibty;-aceessibitityr-and-continntey-——of-—the—-heaith
eare-—-services——-provided---by---any---heatth—--maintenance
organization-——-and-——the--providers-—-with—-whom~-—the--heaieh
maintenance-organization—has-contractsy-agreemenesy-or-other
arrangementa-as-often—as-irs-reasonabiy-necessary-to-—protecs
the-énterests—oE—the-peogie—oE—this—stahef-?he—department—af
heaith-—shuli-make’;;éh—an—examénatéon—at—ieast—once—every-i
yearsT

¢3}{2) Each authorized health maintenance organization
and provider shall submit its relevant books and records for
the examinations and in every way facilitate the
examinations. For the purpese of examination, the
commissiconer and-—the--department--of-heaith may administer
caths to and examine the officers and insurance producers of
the health maintenance organization and the principals of
the providers concerning their business.

t4y~~tay-t£¥{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 1incurred
on account of the examination the actual travel expenses, a
rgasonable living-expense allowance, and a per diem, all at

reasonable rates customary therefor and as established or

_18_
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adopted by the commissicner. The commissicner may present an
agcount periodically during the course of the examination or
zt the termination of the examination as the commissicner
considers proper. & person may not pay and an examiner may
not accept any additioral emolument on  account of any
examinacion.

ttt¥(b) If a healcth maintenance organization fails te
pay the charges and expenses as referred tc in subsection
tet+taytty (3){a), the commissioner shall pay them ocut of the
funds of the c¢ommissicner in the same manner as other
disbursements of funds. The amcurrt 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 generai on
penalf of the state of Montana and restored o the
apprepriate fund.

tb}--Phe-—expenses--of-—examinatisn--esndoeeed--by---the
ditrector—-under--thts--asction——muart-se-assessed-against-the
nearth--marncenance-—-srgantzacron-—and-——remiteted-—-to---the
atractrars

+53(4) In lieu of an examination, the commissioner er
the-directer may accept the report of an examination made by
the commissioner er—the~direcesr of another state."

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

"33-31-402. Suspensiocn or revocation of certificate of

authority. {1) The commissioner may 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:

{a) The health maintenance organization is operating in
contravention of its basig organizational document or in a
manner contrary to that described in any other information
submitted under 33-31-201 and prowvided that such gperation
adversely affects the health maintenmance organization's
ability to provide benefits and operate under the
application approved by the commissioner, unless amendments
5 such submissions have been filed with aad approved by the
commissioner.,

(b) The nealth maintenance organization issues
evidences of coverage or uses a schedule cof charges for
health care services that do not comply with the
requirements of 33-31~301.

{c} The health maintenance organization does not
provide or arrange for basic health care services,

td¥--Fhe-director;-after-nottce-and--heartngr;-—cerecitfies
te-the-commissioner-thats

ti¥-~the--heateh—-matntenance-arganizastan-dses—not-mees
the-reguirements-of-33-33-282¢1y7-or

ttty-the-heatth-matnrenancse-organization—-is—-unabie-——-ta
futfiti-rrs-abitgationa-to-furmisk-heatth-care-—serviceas

te}y(d) The health mainterance organizatlon is no longer

-20-
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financially responsible and may reasonably pe expected to be
unable to meet its cobligations to enrollees or prospective
N

t#¥{@) The health maintenance organizaticn hnas failed
to implement a mechanism affording the enrclilees an
oppertunity  to  participate iA matters of policy and
operacicn under 33-31-222.

tg¥(f) The health maintenance crganizac:oen has failed
to implement the complaint system required by 33-31-~303 <o
resclve valid ccmplaints in a reasonable manrer.

th¥(g) The health maintenance g¢rganizaction, or any
person on its behalf, has advertised or merchandised its
services in an untrue, misrepresentative, mislieading,

deceptive, or unfair manner.

tt¥(h} Tre continued operaticn of the nealch
maintenance organizaticn would be hazardous ta its
enrollees.

t3¥(i} The health maintenance organization ~as

ctherwise failed to substantially comply witn 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 authericy of & health
maintenance crganization is suspended, che fezlth

mainternance crganization may not, during cne peri

_21_
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suspension, enrcll any additicnal enrollees except newborn
infdnts cr other newly acquired. dependents of existing
enrcllees and may not  engage in  any advertising or
solicitacion. *

(4) If the commissioner revokes the certificate of
authcrity of a heal:h maintenance organization, the health
maintenance crganizarion 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 itcs
affairs. It may not engage in further advertising or
solicitaticn following the effective date of the order of
revocaticon. The commissioner may by written order permit
Further operation of the health maintenance erganization if
he finds £further operaticn to be in the best interest of
enrollees to the exten:t that enrollees will be afforded the
greatesz practical cpportunity to obtain continuing healith
care caverage."”

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

"33-31-404. Administrative procedures. (1) When the
commissioner has cause to Dbelieve +that grounds for the
denial of an appiication for a certificate of authority
exlst or that arcunds for the suspensicon or revocation of a
cerfificate oU ausnirizy exist, he shall give written notice

tc the nealth naintenance organization and-the-departmens-of
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heatth specifically stating the grounds for denial,
suspension, or rév;éation and fixfﬁg a time cof at least 30
days after the notice feor a hearing on the matrter.

{2} The--divector--or-his-designated-representative-may
aetend-the-hkearing-and-may-participate~~in--the--preceeding=
?hé——reccmmendatéena--and-—findings——eE--the—-directer-—with
respest-——to-—-—marteprs———setating---—to--——the--—avaiimbitiey;
aceassibiticy;———and--continniey——of-—health--ecare—-services
provided-in-eonnection-with-any-deeciston-—regarding——-dentals
suspension;-ar—reveeation-of-a-cereifieate-sf-muthoriey—muse
bhe--conciusive-—and-binding-upon-the-commisstoners 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 sand-submit-a-ecopy--te
ehe--drreetsr. The action of the commissioner and-—the
recommendations-—and-findings-of-the-directer-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 commissicner 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,

-23~
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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, ohapter 1, part 7,
dc not address the notice and hearing requirements of tn;s
chapter, the provisions of Title 2, chaptér 4, parts 6 and
7, apply.
t4}--Whers-——netice-—and-hearing-are-required-with-regard
to—actions—taken-by-the-dtrector-—under—-this——chaptery-—the
provisieas-of-¥itlte-2y-chapter-47-parts-6-ané-Fry-appty="

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

®33-31-405. 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 an administrative penalty in an amount not
less than $500 or more than $10,000 if he gives reascnable
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
te the penalty citation.

{2) If the commissioner or-the—direeter has cause to
believe that a violation of thia chapter has occurred or is
threatened, the commissioner or-the-director may:

{(a) give notice to the health maintenance organization
and to the representatives or other persons who appear to be

inveolved in the suspected viclation;
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(b) arrange a conference with the alleged viclators or
their authorized representatives to attempt to ascertain the
facts relating to the suspected violation:; and

{(cy if it appears that a violation has occur;éd_:br is
threatened, arrive at an adequate and effective means cf
correcting or preventing the violation.

(3) (a) The commissioner may issue an order directing a
health maintenance organization o©r its representative to
cease and desist from engaging in an act or practice in
violation of this chapter.

(b) Within 15 days after service of the cease and
desist order, the respondent may request a hearing to
determine whether acts or practices in violation of this
chapter have occurred, The hearing must be 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 vioclates 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 a4 cease and desist order 1issued pursuant to
subsecticn (3), the commissicner may institute a proceeding
tc obtain injunctive or cother appropriate relief in the
district court of Lewis and Clark County."

NEW SECTICN. Section 10. Repealer. Section 33-31-104,

MCA, is repealed.

—25—

2

NEW SECTION.

effective July 1,

Section 11. Effective date.

1591,

—End-
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APPROVED BY COMM. ON
HUMAN SERVICES AND AGING

7_"1/32_&5/5’ BILL N0. 7 5~

BY REQUEST OF THE DEPARTMENT OF

L

HEALTH AND ENVIROMMENTAL 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 1S 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. sSection 33-31-102, MCA, is amended to read:
%33-31-102. Definitions. As wused in this chapter,

unless the context requires otherwise, the following

definitions apply:
(1) ™"Basic health care services" means:
(a) consultative, diagnostic, therapeutic, and refercal

services by a provider;

(b) inpatient hospital and provider care;

ﬁ MONLAND Logisiative Counnci
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(c) outpatient medical services;

(d) medical treatment and referral services;

(e} accident and sickness sServices by a provider to
each newborn infant of an enrollee pursuant to
33-31-30G1(3)(e):

(£) care and treatment of mental illness, alcoholism,
and drug addiction;

{g) diagnostic laboratory and diagnostic and
therapeutic radiclogic 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

{(vi) children's eye and ear examinations conducted to
determine the need for vision and hearing correction; and

(i) treatment for phenylketconuria. "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.

t3)-——~iPbeparement--nf--health?!--means——the--department-of

SECOND READING

HB 785
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heatth-and-envivonmental-seiences-provided-far-in-2-35-23683%~+

t43--Lpireceori-means—the-director-of-the-department-—-af
health-and-environmentai-aciences-provided-fer-in-2-15-2101<

£5¥(3) "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.

+6+(4) "Evidence of coverage" means a certificate,
agreement, policy, or contract issued to an enrcllee setting
forth the coverage to which the enrollee is entitled.

t#¥(5) "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;

{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.

t8¥(6) T"Health care services agreement” means an
agreement for health care services between a healith

maintenance organization and an enrcllee.

_3_
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+94{7) "Health maintenance organization” means a person
whe provides or arranges for basic health care services to
enrollees on a prepaid or other Ffinancial basis, either
directly through provider employees or through contractual
or other arrangements with a provider or a group of
providers.

t38¥(8) “Insurance producer®” means an individual,
partnership, or corporation appeinted or authorized by a
health maintenance crganization to solicit applications for
health care services agreements on its behalf.

+*1¥(9) "Person" means:

(a) an individual;

{b) a group of individuals;

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

{dy a heaith service corporation, as defined in
33-30-101:;

{e) a corporation, partnership, facility, association,
or trust; or

(£} 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.

€323(10) "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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+23¥(11) "Provider" means a physician, hogpital,
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.

£143(12) "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 insclvent."
Section 2. section 33-31-103, MCA, is amended to read:
"33-31-103. Rules, +:*¥ The commissioner may, after
notice and hearing, make reasonable rules necessary to
effectuate this chapter.
t2¥-~Fhe--department-cf-heatth-may-make-reasonablte—riies
necessary-cto-effectuste-thrs-chapterz”
Section 3. Ssection 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 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 subsecticn
(3) within 30 days after the effective date of rules adopted
by the commissioner and—the-departmene-of-health as provided
in 33-31-103. Each such applicant may continue to operate in
this state until the commissioner acts upon the applicatiorn.
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 af a health mainvenance
crganization, whether separately licensed or not, €for a
certificate of authority must:

{a) be verified by an officer or authorized
representative of the applicanr;

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

{iii} the date of organization or incorporation;

(iv) the form cof organization (including whether the
providers affiliated with the health maintenance
organization will be salaried employees or qgroup or
individual contractors):

(v) the state or country cof domicile; and

(vi) any additional information the c¢ommissioner may
reasonably require; and

{dy set forth the Eollowing information ar he
accompanied by the following documents, as applicable:

{i) a copy of the applicant's organizaticnal 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 o©of the
applicant's internal affairs, certified by its secretary or
other officer having custody thereof;

{iii)y 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
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 1list 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 pcovider contracts and the form of any
provisions that:

(A) 1limit 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

assets, liabilities, and sources of financial support. If
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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 Einancial 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
commisgsioner, 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 geogqraphic
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 in which the health
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® =~ o,

10
11
12
i3
14
15
16
17
i8
19
20
21
22
23

24

LC 1197/01

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 ta those enrollees;

(xi) a description of the cocmplaint procedures to be
used as required under 33-31-303;

txéi)-a-description-of-the-precedures-and-proegrams—eo—be
impiemented-to-meet-the-gquaiity-of-henith-care--requirementsa
in=-33-31-282+

txtrty{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:

f2ivy{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 coeonfidentiality of any
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proprietary ‘nformation, and the commissioner may not
disclese that proprietary information to any other person.
All contracts must include:

(A) the services to be provided;

(B) the standards of performance for the manager;

{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, terminaring, or
renewing the contract;

tev}(xiv) 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 fipancial success of the plan, including hold
harmless agreements by providers, insolvency insurance,
reinsurance, or other guaranties;

txvit{xv) a summary of benefits to be offered enrcllees,
including any limitations and exclusions and the
renewability of all contracts to be written;

trvit}{xvi) evidence that it can meet the requirement of

33-31-216{10); and

txvirit{xvii) any other information that the
commissioner may reasonably require to make the

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 in articles of incorporation and bylaws,
organization type, gecgraphic service  area, provider
contracts, prtovider availability, plan administration,
financial prejections and guaranties, and any other change
that wmight 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 reguirements of this sSubsectlon those items
he considers unnecessary.

{(5) An applicant or a health maintenance arganization
holding a certificate of authority shall file with the
commissioner 3all 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 health maintenance organization shall

maintain, at its administrative 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. +ti¥
tpen-receipt—ef-an-applicacion-fer—issuance-of-a-cerrificate
of-—authority;-the-commissiener-shaii-transmit-coptes-of-ehe
appiication-and-accompanying-documents-to-the-deparement-—-cf
heatthz-Phe-department-of-heaith-shall-determine-whether—-che
appiicant--for--a—-certificate-cf-authorityr-with-respect-to
heatth-eare-services—to-be-furnished;-has:

tay—-demonserated-the-wiltlingness-and-potentinkl-——abitiey
to--assure--that--ie--witi-provide-heaith-care-services—-in-a
manner-assuring-avaiitability-and-accessibitity—-of—-adequate
personnel---and--—iseritties———and--enhancing--avaiiability;
accessibility;-and-continuiey—of-service;

tby-—-arrangements;-esrablished~rn--accordance--with--the
rutes——-made-—-by——-the--department—-of-~heaith;-for-an-engoing
quatity---as3urance-—-program-—--coneerntng----heateh----care

avatiabtittyr-accesaibitity;-and-continnity-of -servircer-and
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tei-——a--procedurer—--estabiished-in-acesrdance-with-rutes
of-the-deparement-of-heatethy-to-develop;-compiiey——evatuatey
and-~-repare---seatisties---relating--to--the--coat——of--its
operations;—the-pattern-of-utiltization-ef-ita-services;—-the
avariability--and--accessibitity--of--tts--servreesy-and-any
ather-—matters——as--may——be——reasonabiy-——required---by-——the
department-of-heatths

t2¥-~Withitn-60-daya-of-receipt-ef-the-appiicatton-£rom-a
heatth---maintenance---srgantzatien-—-for---taswance—--af--a
certificate-of-antharity;-the-—department—of--heaitth--shaii
eertify-——to--the--commisstoner——-that--the——proposed—-heatth
maintenance--—organization--—neets---che---requiremencs——-of
subaececeion-{i}-er-shati;-afrer-netice——and-—hearingry——notify
the--—commisstoner——-that--ehe-heakth-mraintenance-organization
does——not-—-meet——these--requirements-——and--specify-—tn-——~whae
respects-itt-ts-deficient:-Phe-director--may-—extend--by--not
mere--than-—-an-additionai-36-days-the-period-within-which-he
may-certify—to-the-commissiener--thact—--the--proposed--heatth
marntenance-——-organization———meets--or--doms--not--meet--the
requirements-of-subsection——ti)-——-by--giving--nocice——of——the
extension-—-to--the--commiastoner--and-the-heatth-maintenance
organtzation-before-the-expiration--of-—the--inttiat--606-day
perioads

+3¥(1) The commissioner shall issue or deny a

cerctificate of authority to any person filing an application

-14-
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pursuant to 33-31-201 within 180 days of--receipt--of-—the
certificavion-——from-—the--department——of-—-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 commissiaoner 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.

tby-—Fhe-~department--of-heatth-certiftes;-itn-accordance
wieh-——subaection———+2¥7---that---the---heatth~--matntenance
oarganizationis—-preapased-—plan--gf---operatiton——-meets———the
regquirements—-of-subsection—¢i}y-

te¥{(b) The health maintenance organization will
effectively provide or arrange for the provision of basic
health care services on a prepaid basis, through insurance
or othervise, except to the axtent of reasonable
requirements for copayments.

td¥{c) The health maintenance organization is
financially responsible and can reasonably be expected to
meet its obligations to enrcllees 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—

~N o v e

v o

10
11
12
11
14

15

16

17
18
19
20
21
22
23
24

25

LC 1197/01

(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
caverage 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 commiasioner may
reasondably require.

te3¥{d) The enrollees will be atforded an oppottunitf to
participate in matters of policy and operation pursuant to
33-31-222.

t£+{e} 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
department-of-heatth.

+gy--Any—-deficrencies——itdentified--by-the-departmenc-aof
heaith-have-been-correcteds:

+4}3{2) 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 8. 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;

(dy for annual continuation of certificate of
authority, $300.

{2) All fees, miscellaneous charges, fines, penalties,
and those amounts received pursuvant 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.

t3}--Phe-director-may-aassess-fees-necessary-and-adequate
to-cover—the-expenses-of-the-directoris-functions—nunder-this
ehapeers"

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

*313-31-401. Examination. (1) The commissioner may
examine the affairs of a health maintenance organization as
vEten as is reasonably necessary to protect the interests of

the people of this state. The commissioner shall make an

_l"_
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examination at least once every 3 years.

t2y--Fhe-—~deparement———af-——heatth--—may-——examine-—the
avatiahility;-accesaibiiicys;-and-continuity--of--the--heaith
care---services--—-provided---by---any---heatth---maintenance
erganization-—--and---the--providera-—-with--whom--the--heaith
matntenance-—organtEaAtion—Ras—contractar-agrecmentsy-or—ather
arrangements-as-often-as-is-reascnabiy-necessary-to--protect
ehe-interests-eé-the-peoPie-of-this-stnter-?he-deparenene-oi
hentth-—:haii—mnke—;;Eh—an-exnninatien—at—ieast—once—everr-s
yearsr

+3¥(2) Each authorized health maintenance organization
and provider shall submit its relevant books and records for
the examinations and in every way facilitate the
examinations. For the purpose of examination, the
commissioner and--the--department--of-heaith 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.

t4y--{at-£t+¥(3} (a) Upcn 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 during the course of the erxamination 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.

t+it}(b) IE a health maintenance organization fails to
pay the charges and expenses as referred to in subsection
t4¥ta¥yttyr {3)(a)., the commissioner shall pay them out of the
funds of the commissioner in the same manner as other
disbutrsements 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.

tby--Fhe--expenses-—-of-——examination--condueted--by-——the
director--under--this--section-—-must-be-assessed-against-the
heatth--matntenance—-organizatien——-and---remitted---to-—-the
directors

t53(4} In 1lieu of an examination, the commissioner or
the-director may accept the report of an examination made by
the commissioner or-the-director of another state."

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

"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 under 33-31-201 and provided that such operation
adversely affects the health maintenance organization’'s
ability to provide benefits and cperate 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 not comply with the
requirements of 33-31-301.

{¢) The health maintenance organizaticen does not
provide or arrange for basic health care services.

td4~-Phe-direcrary-after—notice-and——hearingr--certifies
to-the-commisnioner—-thats

tiy--the-—-heatth—-maintenance-organization-does—-not-meet
the-reguirements-of-33-31-262¢{13r-or

t¥r}-the-heatth-maintenance-crganreation—--ts——unabte--te
fulfiti-tta-obirgationa-te-furnish-health-care-servicess

t®¥{d) The health maintenance organization is no longer

_20‘
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financially responsible and may reasonably be expected to be
unable to meet its obligations to enrollees or prospective

gnrollees, b

t#y(e) The health maintenance organization has failed
to implement a mechanism affording the enrollees an
opportunity teo participate iA matters of policy and
operation under 33-31-222.

+9¥(f} The health maintenance crganization has failed
to implement the complaint system required by 33-31-303 to
resolve valid complaints in a reasonable manner.

th¥{g) The health maintenance organization, or any
person on its behalf, has advertised or merchandised its
services in an untrue,

misrepresentative, misleading,

deceptive, or unfair manner.

tt¥¢h) The continued operation of the healch
maintenance organization would be hazardous to its
enroliees.

+3¥{i} 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 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
infdnts or other newly acgquired. dependents of existing
enrollees and may not engage in any advertising or
solicitatien. ’ T

{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 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 1iE
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. sSection 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
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-department-of

_22_
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heatth specifically stating the grounds for denial,
suspensicn, er révacation and fixfﬁg a time of at least 30
days after the notice for a hearing on the matter,

{2} The--director—-or-his-designated-representative—may
attend-the-hearing-and-may-participate-—in--the--prececdings
?hé-—reeenﬂendatiens--and——éinding:——ef—-the——dérecter——nith
reapect---to---matters-——-retating---to-—-—the-——avariabitibys
accessibitity;---and--continuibty--ef-—-healtth--care-—-services
provided-in-connection-with—any-deciaion--regarding-—denialsy
suspension;-or—reveocation-of-a-certificate-af-anchority-muse
be--cenciusive--and-binding-upon-the-commiasioners After the
hearing, or upon the failure of the health maintenance
organization to appear at the hearing, the cosmmissioner
shall make written findings and act as he considers
advisable. The commissioner shall mail the written findings
to the health maintenance organization and-—submit-a-copy-—to
the—-directeor. The action of the commissicner and-—the
recommendations—-and-findings-of-the-directer-are is subject
to review by the district court having Jjurisdiction. The
court may, in disposing of the issue before it, modify,
atfirm, 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, obhapter 1, part 7,
do not address the notice and hearing requirements of th;s
chapter, the provisions of Title 2, ch;ptér 4, parts 6 ana
7, apply.
t4y-—-Where——notice—and-hearing-are-required-wvith-regard
to—actiens-taken-by-the-director-—under--this--chaptery;——the
provisiens—-of-Fitie-2r-chapter—dr-pares-6-and-Fr-appty="

Section 9. section 33-31-405, KCA, 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 crganization 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-director has cause to
believe that a violatien of this chapter has occurred or is
threatened, the commissioner er-the-direecter may:

{a) give notice te the health maintenance organization
and to the representatives or other persons who appear to be

involved in the suspected violation:
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{k) arrange a ccnference with the alleged vioclators or
their authorized representatives to attempt to ascertain the
facts relating to the suspected viclation; and

(c) if it appears that a violation has OCcurééd_:Br is
threatened, arrive at an adequate and effective meahs 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
violarion of this chapter.

(b) Within 19 days after service of the cease and
desist order, the respondent may regquest a hearing tec
determine whether acts or practices 1in violation of this
chapter have occurred. The hearing must be conducted
pursuant te Title 2, chapter 4, part 6, and judicial review
must be available as provided by Title 2, chapter 4, part 7.

(4} I1f 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 dces not
comply with a cease and desist order issued pursuant to
subsection (3), the commissioner may institute a proceeding
to obtain injunctive or other appropriate relief in the
district court of Lewis and Clark County."”

NEW SECTION. Section 10. Repealer. sSection 33-31-104,

MCA, is repealed.

_25_
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NEW SECTION,

effective July 1,

Section 11. Effective date.

19931.

-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: 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. Dpefinitions. As used in this chapter.

unless the context requires otherwise, 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 enrcllee pursuant to
33-31-301(3)(e):

(f) care and treatment of mental 1illness, élcoholism.
and drug addiction;

(g} diagnostic laboratory and diagnostic and
therapeutic radiclogic services;

(h) preventive health services, including:

(i) immunizations;

{ii) well-child care from birth;

{iii) periodic healith evaluations for adults;

(iv) voluntary family planning services;

(v) infertility services: 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 1levels of phenylalanine and
adeguate nutritional status.

{2) "Commissioner"™ means the commissioner of insurance

of the state of Montana.

t3}--4Department--cf--heateth®--means——-the--department-of

THIRD READING

HB 78S
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heatth-and-énvironmental-scienees-provided-for-tn-2-35-210%-:

t4i-—LBirectc ri-means-the-director-of-the-departmanc--of
keateh-and-environmentat-aciences-provided-for-in-2-15-216:5

£5%(3) “Enrcllee" means a person:

ta) who enrolls in or contracts with a health
mainterance crganization;

{b} on whose behalf a contract is made with a health
maintenance organization to receive health care services; or

tc) on whose behalf the health maintenance organization
contracts to receive health care services.

t63(4) "Bvidence of coverage" means a certificarte,
agreement, policy, or contract issued to an enrollee sSetting
forth the coverage to which the enrollee is entitled.

+7¥(5) "Health care services" means:

{a) the services included in Ffurnishing medical or
dental care to a person;

(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 healing illness. injury, or physical disability.

t8+(6) "Health care services agreement” means an
agreement  for health care services between a health

maintenance organization and an enrollee.

_3_
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t93(?) "Health maintenance organizatien" means a person
who provides or arcanges 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.

€¢16y(8) "Insurance producer”™ means an individual,
partnership, or corporation appointed ar authorized by a
health maintenance organization to solicit applications for
health care services agreements on its behalf.

tit3(9) “Person” means:

ta) 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 Lrust; or

{E) 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.

+325(10) “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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t¥3y(1l) “"Providec" 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 317-8-202 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 Eurnish
healtﬁ care services.

$x4¥(12) "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 133-31-103, MCA, is amended to read:
"33-31-103. Rules. ¢y The commissioner may, after
nctice and hearing, make reascnable rules necessary to
effectuate this chapter.
{23~-Phe--deparemenc-af-heatth-may-make-reasonabte-ruies
necessary-to-effectuate-tnis-chapters"”
Section 3. section 313-31-201, MCA, is amended to read:
"33-31-201. Establishment af health maintenance
organizations. (1) Notwithstanding any law of this state to
the contrary, a person may apply to the commissioner for and
obtain a certificare of authority to establisnh and cperate a

health maintenance organization 1in compliance with this
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chapter. A person may not establish or operate a health
maintenance crganization in this state except as authorized
by a subsisting certificate of authority issued to it by the
commissioner. A Eoreign person may qualify for a certificate
of authority 1f it first obtains from the secretary of state
a certificate o¢f autheority to transact business in this
state as a foreign corperation 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-department-af-heatth 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 o¢r not, for a
certificate of authority must:

{a) be verified by an officer or authorized
representative of the applicant;

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

(c) contain:

(1) the applicant’'s aame:

N
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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 organizatign (including whether the
providers affiliated with the health maintenance
organizaticn will be salaried employees or group or
individual contractors);

{v) the state or country of domicile; and

{(vi} any additional information the commissioner may
reascnably 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;

(ti) 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:

{iiiy a list of «the names, addresses, and official
positions of the persons responsible for the conduct of the

applicant’'s aftairs, including all members of the board ot
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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; ot

{Bj any person listed in subsection (3)(d}{iii) and the
applicant. The applicant may file a 1list 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 showling the applicant's
assets, liabilities, and sources of financial support. IE
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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
regquirement 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
resuits anticipated wuntil 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 execurad 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:

fix} 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 specialrty
care providers, with locations and service areas by county;

(BY the method of handling. emergency care, with the
location of each emergency care facility; and

(c)y the metrhod of handling ocut-of-area services;

{x) a description of the way 1n wnich ¢he 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 enrcllees;

{xi} a description of the complaint procedures to be
used as required under 33-31-303;

txt+}-a-deseription-of-the-procedures-and-programs-te-be
impiemeneed-ta—meet—the—quuiity-ef—hes&th"care-—requirements
tn-33-31-262+

txttry(xii) a description of the mechanism by which
enrcllees will be afforded an opportunity to participate in
matters of policy and operation under 33-31-222;

txévy(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 organizaticn, the health maintenance organization shall
inciude 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 ol  1ts 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;

{B) the standards of performance for the manager:

tC) the method of payment, including any provisions for
the administrator to participare 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;

txv¥(xiv) 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
harmiess agreements by providers, insolvency insurance,
reinsurance, Orf other guaranties;

t2vty(xv) a summary of benefits to be offered enrollees,
1ncluding any limitations and exclusions and the
renewability of all contracts to be written;

txvity(xvi) evidence that it can meet the reguirement of

33-31-216(10): and

txvirdy{xvii) any other information that the
commissioner may reasonably require ta make the

determinations required in 33-31-202.

-11=-
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(4) Each health wmaintenance organization shall file
each substantial change, alteration, or amendment to the
information submitted under subsecticon (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 prajections 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 reascnable rules exempting
from the filing regquirements of this subsection those items
he considers unnecess;ry.

{5} &n applicant or a health maintenance organization
holding a certificate of authority shall file with the
commissioner aill contracts of reinsurance and any
modifications thereto. An agreement between a health
maintenance organization and an insurer is subject tc Title
33, c¢hapter 2, part 12. B 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 health maintenance organization shall

maintain, at its administrative 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. +¢i%
Hpon-receipt-of-an-apprication-for-tssnance-of-a-certificate
of-—authorteyr-tha-commissioner-shati-transmit-copies-af-che
appiieatien-and-accompanying-documenta-ro-the-departmenc--of
health:-The-department-of-heatth-shati-determine-wheeher-the
applicant--for-—a--eertificate-cf-authoriey;-with-respest-te
herith-care-services-to-be-furnished;-has:

taj--demonstrated-the-wilitngness-and-potentiat--abiizty
to--assure——-chat--tt--witt-provide-heatth-care-services-in-a
manner-assuring-avaitabiticy-and-accesstbitity--of--adequate
perssnnet---and-—-—facttitiea--—and--enhancing—-avartabrittys
accessibitttyr-and-continurty-of-servicer

thy--arranqgementsr-astabiished-sn--accardance--with--the
rutes——made—~by-—the--department-—-of--heatreh;-for-an-oangoing
quaiity---assurance---program---concernitng---—heatth——---care

avatiabhility;-neecessibrittys-and-conrrnuity-ef-servicer-and

-13-

11
12
13
14
i5
16
17
18
19
20
21
22

23

25

LC 1197/01

tcy--a--procedure;--estabtished-in-aceoerdance-with-rutes
cf-the-department-af-heatths-to-devetopy-compiies--evatuaces
and---repert---statisties—--relating--to—-the--cost--of--its
eperationay-the-pactern-of-utitizratian-of-its-services;——-the
avaitabtirby-—and--aceessibitity--of--itts——servicess-and-any
other--matters——as--may--be-—reasonably-—-required---by---the
department-of-heatths

¢2¥--Hithin-60-days-of-receipb-cf-the-application-from—a
heateh---maintenance---orqanteation-—--for---itssuance——-—of--a
cartiftcate-af-authorityr-ethe-—deparement--of--heatth--shaid
cereify---to-~the--commisaioner—-—that--the--proposed--heatth
meintenance-—--organization--—-meets-—-the---requirements---of
subasection-tiy-or-shatiy-afrter-notice——and--hearing;--notify
the-—commissionar--that--the-heaith-mainrenance-srgantzation
does--nar--meet--those--requirements--and--specify—-in--what
respects-itt-is-deficient:-The-directar--may--extend--by--not
mere--than--an-addtttonai-36-days-the-period-withitn-which-he
may-certify-to-the-comuissioner--that—-the--preposed-—-heatth
maintenance——-—organtzation-——-meets—-sr—-dees--not--meee——the
requirements-cf~agbsection--tiy-—-by--gtving--norice--eof--the
extenston--to--the--commiassioner--and-che-heatth-maintenanece
crgantzation-before—che-expiration-—sf--the--inittrat—-66-day
peciods

t31{1) The commissioner shall issue or deny a

certiticate of authority to any person tiling an application

—14-



i0
11
12
i3
14
15
16
17
18
19
20
21
22

23

LC 1197/01

pursuant to 33-31-201 within 1B0 days of--receipt--of-—the
certificacton———i rom—-the-—-department--of--heatth after he

receives the application. The c¢ommissioner shall grant a

certificate of authority upon payment of the application fee
prescribed in 33-31-212 if the commissioner 1is satisfied
that each of the following conditicons is met:

{a) The persons responsible £for the conduct of the
applicant's affairs are competent and trustworthy.

toy--Fhe--deparement--of-heateh-certifres; -rn-accordance
with---subsection——-{2y7---that~-——the-—-heatth---maintenanee
organizattonis--proposed--plan--of---eperation---meets---the
requirenents-of-sabaection-f14+

te¥(b) The health maintenance organization wilil
effecrively provide or arrange for the pravision of basic
health care services on a prepaid basis, through insurance
or otherwise, except to the extent of reasonable
regquirements for copayments.

td}(c)} The health maintenance organization is
financially responsible and can reasonably be expected to
meet i1ts obligations to enrollees and prospective enrollees.
In making this determination, the commissiconer may 1in his
discretion consider;

f1} 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 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 commiasioner may
reasonably require.

tey(d) The enrcllees will be afforded an opportunity to
participate in matters of policy and operation pursuant to
33-31-222.

tE¥(e) 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 eor-—-the
department-of-heatth.

tgy-—Any--defictencien-—tdentified--by-the-department-of
heaith-have-been-correceed:

t4¥(2}) The commissioner may in his discretion deny a

certificate of authority only if he ¢omplies with the

-i6-~
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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:

ta) for filing an application for a certificate of
authority or amendment thereto, $300;

(b) for tiling an amendment to the organization
documents that requires approval, $25:;

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

(d)y for annual continuation of certificate of
authority, $300.

{2y All fees, miscellaneous charges, fines, penalties,
and those amounts received pursuant to 33-31-211(3) and
33-31-405 collected by the commissicner pursuant to this
chapter and the rules adopted thereunder must be deposited
in the general fund.

t31-—Fhe-director-may-aasess-fecs-neceasary-and-adequace
tc«ccver—ehevexpenses-ef-Ehe-director*s—iunetiena-under—this
chapeers"

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
otten 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.

t2y-—-Fhe---department-—-ecf-——-healtth—---may-—-examine——the
avartabitity;-accessibiiitys-and-continntty--of--the—-heaith
care—--services-—-provrded---by---any---heatth---maintenance
ocrqanizatien-—-—and---the--providers--with——-whom—--the--heatth
maintenance-organiration-has-contraces;-agreements;-or-ather
arrangements-ns-often-as-is-reascnabiy-necessary-to--protece
the—interesta-of—the-pee?ke-of-this—statef-?he-departmentaof
heaith~»shaii—mahe-Qzeh—an—examinatien—at—ieast—once-every—a
vearss

£3¥{2) Each authorized health maintenance organization
and provider shall submit its relevant bocks and recards for
the examinations and in every way Facilitate the
examinations. For the purpose of examination, the
commissicner and--the--deparement--of-neatth may administer
ocaths to and examine the officers and insurance producers of
the health maintenance organization and the principals of
the providers concerning their business.

t43--ta¥r-t+1(31) (a) Upon presentation of a detailed
account of the charges and exéenses of examinations by the
commissioner., the health maintenance organization - being
examined shall pay to the examiner as necessarily 1lncurred
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

-18-
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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 net pay and an examiner may
noat accept any additional emoiument on  account of  any
examinacion,

tit¥(b) If a health maintenance organization fails to
pay the charges and expenses as referred to in subsectjion
t4rtaytid (3)(a)., the commissioner shall pay them out of the
funds of the commissioner in the same manner as other
disbursements of funds. The amount 5O paid must be a lien
upen all of the person's assets and property in this state
and may be recovered by suit by the atterney general on
behalf of the state of Montana and restored to the
appropriate fund.

tb¥—~FPhe--expenaes—-of-~examrnation—-canducted--by-——the
directer--under--thia--sectidon-——Must-be-assesaspd-agarnst-the
Reattn--maintenance--—organieatian--and---remitted---to---the
directors

+5¥{4) In lieu of an examination, the commissioner e
the-director may accept the report of an examination made by
the commissioner or-the-direekror of another state."

Section 7. Section 33-31-462, MCA, is amended to read:

"313-31-402., Suspension aor revocation of certificate of

authority. (1) The commissioner may in his discretion

-19-
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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:

ta) The health maintenance organization is operating in
contravention cf 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 operaticn
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 nat comply with the
réquirements of 33-31-301.

{c) The health maintenance organization does not
provide or arrange Eor basic health care services.

tdr--Phe-directory-afrer-notice—and--hearingy;--certifins
to-the-commiastoner—thaes

f&}—~the——heaieh—-maintenance—erganization-does—not—mcet
the-requirements-aof-33-31-282¢2)¢-or

titi-the~health-maintenance-crganizatran-—-is--unabie--eeo
fuifrit-teta-obitgetions-to-furnish-heatth-care-aervicess

te3(d} The health maintenance organization is no longer

—-20-
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to be

unable to meet its obligations to enrollees or proaspective

egnrollees. .

t£¥(e) The health maintenance organization has
to implement a mechanism affording the enrclie
opportunity to participate iﬁ matters of policy
operation under 33-31-222.

tg¥{f} The health maintenance organization has
to implement the complaint system required by 33-31-3
resolve valid complaints in a reasonable manner.

th¥{g) The health maintenance organization, o
person on its behalf, has advertised or merchandis
services in an untrue, misrepresentative, misle

deceptive, or unfair manner.

t¢y(h) The continued operation of the
maintenance organization would be hazardous te
enrcllees.

+31{i} The health maintenance organization

otherwise failed to substantially comply with this cha
{2) The commissioner may in his discretion suspe
revoke a certificate of suthority only if he complie
the requirements of 313-31-404.
(3) when the cerrificate of authority of a
mnaintenance organization is suspended, the

maintenance organization may not, during the period of
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suspension, enroll any additional enrollees except newborn
infénts or other newly acquired. dependents of existing
enrollees and may not engage in any advertising or
solicitatioen. Lo

{1) 1f the commissioner revokes the certificate of
authority of a health maintenance corganizaticn, 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 Eurther advertising or
solicitation following the effective date of the order of
revocation. The commissioner may by written order permit
furtner operation of the health maintenance organization 1if
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. Ssection 33-31-464, MCA, is amended to read:

"33-31-404. Administrative 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
cerriticate of aquthority exist, he shall give written notice

to the Lealth maintenance organization and—-the-department-of

—22-
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heaith specifically stating the grounds for denial,
suspensiop. or rrv;cation and Eixfag a time of at 1least 30
days after the notice for a hearing on the matter.

(2) Phe--direeeor--or-his-designated-representative-may
attend-che-hearing-and-may-participate——in--che--proceeding~
?hé——fecummendstiens-—and——findéngs*—nf—-the--directcr——vith
respect-—-to——-mattera---relpting---te-——the-—-avaiinbitttys
aczesstbitttyr——-—and-—continnibty--eof--heatth--care--services
previded-in-econnection-with-any-deeision--regarding--deniai;
suspension;-or-revecatian-of-a-certiftecate—of-authority—muse
be--conciusive——and-binding-upon-the-commiaaioner: After the
hearing, or upon the failure of the hnealth maintenance
organization to appear at the hearing, the commissioner
shall make written findings and act as he considers
advisable. The commissiconer shall mail the written findings
to the health maintenance organization and-submit-a-copy--teo
the--directer. The action of the commissicner and--the
recommendations--and-findinga-of-the-director-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 reguired with regard
to actions taken by the commissioner under this chapter, the

requirements of 33-1-314 through 33-1-316 and Title 31,

-23-
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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, obapter 1, part 7,
do not address the notice and hearing requirements of tﬂ{s
chapter, the provisicns of Title 2, Ch;ptét 4, parts 6 ana
7. apply.
t43~--Where--notice--and-hearing-are-reguired-with-regard
to-actions-taken-by-the-director--under--this--chaptery——the
provisions—of-Piele-2y-chapter—47-parts-6-and-Fy-appty="

Section 9. section 33-311-405, 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 autherity under 33-31-402, after notice and
hearing, impose an administrative penmalty in an amount not
less than §$500 or more than $10,000 if he gives reascnable
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 er-the-direeetor has cause to
believe that a violation of this chapter has occurred or is
threatened, the commissioner or-the-director may:

{a) give notice to the health maintenance organization
and to the representatives or other persons who appear to be

invalved in the suspected violation:

-24-
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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

fcy if it appears that a violation has occurééd_:br is
threatened, arrive at an adequate and effective meahs 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 15 days after service of the cease and
desist order, the respondent may reguest a hearing to
determine whether acts or practices in violation of this
chapter have occuired. The hearing must be 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 commissiconer elects not to
issue a cease and desist order or if the respcendent does not
comply with a cease and desist order issued pursuant to
subsection (3), the commissioner may institute a proceeding
to obtain injunctive or other appropriate relief in the
district court of Lewis and Clark County."

NEW SECTION. Section 10. Repealer. Section 33-31-104,

MCA, is repealed.

-~25—

2

NEW SECTION.

effective July 1,

Section 11. Effective date.

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 ENVIROMMENTAL SCIENCES

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
MONTANA EEALTH 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, HCA, is amended to read:
"33-31-102. Definitions. As used in this chapter,

unless the context requires otherwise, the following

definitions apply:
(1) "Basic health care services" means:

(a} consultative, diagnestic, therapeutic, and referral

@na Legisiative Councif
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fb} inpatient hospital and provider care:
(c) outpatient medical services;
{d} medical treatment and referral services;
{e} accident and sickness services by a pravider to
each newborn infant of an enrcllee pursuant to

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

(£} care and treatment of mental illness, alcohclism,
and drug addiction:

(g) diagnostic laboratory and diagnostic and
therapeutic radiologic services:;

(h) preventive health services, including:

(i} immunizations;

(ii) well-child care from birth;

{ili) pericdic health evaluations for adults;

(iv) voluntary family planning services;

(v) 1infertility services; 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 ncrmalized bloocd levels of phenylalanine and
adequate nutritional status.

(2) "Comm.ssicner" means the commissioner of insurance

of the state of Montana.
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t3}--“Pepartment--of-—healthi--means—-che--department-of
heaith-and-environmentat-sciences—provided-for-in-2-15-2318%+

t4y--1pireccori-means—-the-director-of -the-department--of
heateh—and-anvironmentai-sciences-pravided-far-in-2-35-2303<

t5¥{3) "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 crganization to receive health care services; or

(c}) on whose benalf the health maintenance organization
contracts to receive health care services.

t6¥(4) “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#3(5) "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;

{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.

t8¥(6) "Health care services agreement"” means an

agreement for health care services between a health
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maintenance organization and an enrocllee.

+9+(7) “Health maintenance crganization" means a person
who provides or arranges for basic health care services to
enrcllees on a prepaid or other fipnancial basis, either
directly through provider employees or through contractual
or other arrangements with a provider or a group of
providers.

t16+(8) “Insurance producer” means an irndividual,
partnership, or corporation appointed or authorized by a
health maintenance organization to solicit applications Ffor
health care services agreements on its behalf.

t3:¥(9) “Person" means:

(a) an individual;

(b) & group of individuals;

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

(dy a health service corporation, as defined in
33-30-101;

(e) a corporation, partnership, facility, association,
or trust: or

(£} an 1institution of a governmental unit of any state
licensed by that state to provide health care, including but
not 1limited to a physician, hospital, hospital-related
facility, or long-term care facility.

t32y(10) "Plan™ means a health maintenance organization

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

€:33(11} "Provider” means a physician, hospital,
hospital-related facility, long-term care facility, dentist,
osteopath, chiropractor, aptometrist, podiatrist,
psychologist, licensed social worker, registered pharmacist,
or nurse specialist as specifically listed in 37-8-202 who
treats any illness ar 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.

t343({12} "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. t%y The commissioner may, after
notice and hearing, make reasonable rules necessary to
effectuate this chapter.
t29--Fhe--department—-of-heatth-may-make-rensonabie-rutes
necessary-to-—effeetuate-this-chapters"
Section 3. sSection 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 te 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 crganization 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 vcertificate of authority to transact business in this
state as a foreign corporation under 35-1-1001.

(2) Each health maintenance organization operating 1in
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-department—ef-healeh as provided
ip 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 revcked.

(3) Each application of a health maintenance
organization, whether separately licensed or not, for a
certificate of authority must:

{a} be verified by an afficer 34 authorized
representative of the applicant;

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

(c} contain:
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(i) the applicant's name;

(1i) the 1location of the applicant‘'s home cffice or
principal office in the United States (if a foreign person);

{iil} the date of organization or incorpecration;

(iv) the form of organization (including whether the
providers affiliated with the health maintenance
organization will be salaried employees or group or
individual conktractaors):

(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,
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 cof the bylaws, rules, and regulations, or
similar document, if any, regulating the conduct of the
applicant's internal aifairs, certified by its secretary or
other officer having custcdy thereof;

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

positions of the persons responsible for the conduct Of the
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applicant's affairs, inciuding 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 1list of providers
executing a standard contract and a copy of the contract
instead of coples of each executed contract.

(v) the extent to which any of the feollowing 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 toc assume a financial
risk in the health maintenance organizaticon, inciuding 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. IE
the applicant's financial affairs are audited by independent
certified public accountants, a copy of the applicant's mest
recent certified financial statement satisfies thnis
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 wuntil 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 commissicner, appecinting the
commissioner, his successors in office, and his authcrized
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
iocation of each emergency care faciliry: and

(C} the method of handling cut-of-area services;
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(x) a description of the way in which the health
maintenance =rganization provides services to enrollees in
each geographic service area, including the extent to which
a preovider under contract with the health maintenance
crganization provides primary care to those enrcllees;

(xi) a descripticn of the complaint procedures to be
used as required under 33-31-303;

txtij-a-deseripeion-of-the-procedures—and-programa-te-be
imptemented-ta-mesr-the-quatrty-of-heatth-care--requirementcs
tn-33-31-202+

txtriy(xit) a description of the mechanism by which
enrollees will be afforded an opportunity te participate in
matters of policy and operation under 33-31-222;

tretvd(xiii) a summary of the way in which administrative
services will be provided, including the size and
gqualifications of the administrative staff and the projected
cost of administration in relation to premium income. If the
health maintenance organization delegates management
autherity for a major corporate function to a person cutside
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 commissicner in accordance
with the filing provisicns of 33-31-301{2); however, nothing

in this subsection deprives the healtn maintenance
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organization of its right to confideatiality of any
proprietary informatien, and the <commissioner may not
disclose that proprietary infermation to any other person.
All contracts must include:

(A} the services to be provided;

(B) the standards of performance for the manager;

{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 ccntract: and

(E} any provisions for modifying, termirating, or
renewing the contract;

txv¥{xiv} 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, insclvency insurance,
reinsurance, or other guaranties;

txvir({xv) a summary of benefits tc be offered enrollees,
including any limitations and exclusions and the
renewability of all contracts to be written;

txvii¥(xvi) evidence that it can meet the requirement of

33-31-216{10): and

frverry(xvil) any other information ~“hat the
commissioner may reasonably require s make the
-11- HB 785
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determinations required in 33-31-202.

(4) Bach health maintenance organization shall file
each substantial change, alteration, or amendment to the
information submitted under subsection (3) with the
commisgioner at least 30 days prior to its effective date,
including changes in articles of incorporation and bylaws,
crganization fype, geographic service area, provider
contracts, provider availability, plan administration,
financial projections and guaranties, and any other change
tnhat might affect the financial sclvency 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 alil contracts of reinsurance and any
modifications thereto. An agreemant 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

maitl to the commissioner,

(6) Each health maintenance crganization shall
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maintain, at its administrative cffice, 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 crganization as a plan from the £iling
requirements of this secticon if information requested in the

application has been submitted to the commissiconer under
other laws and rules administered by the commissioner.™
Section 4. Section 33-31-202, MCA, is amended to read:
"33-31-202, 1Issuyance of certificate of authority. +%%
Upon-receipt-of-an-appiteaston-£ar—issnance-of-a-cercificate
of--authorteyr-the~commissioner-shall-transmit—copiea-of-the
apptteatron—and-accompanying-documenta-to-the-departmens--of
heaiteh--Phe-deparement-of-heaith-shati-detsrmina-whethes-the
apoticant--for--a--certificare-af-asnehoarttyr-with-respect-to
heaith-cara-servieas~-to-be-furnishedv-has<
tay--demonstrated-the-witiingness-and-porenctat—-akiitey
to--asaure--that--tt--wiii-provide-heaitth-care-sarvices-in-a
mamner-assuring-avatiabitity-and-aceessibittty--of--adequate
persennel——-and---factitties---and-—enhancing-—avatrtabitsrtys
secessibrittyr-and-continutey-of-services
thy--—arrangements;-establiished-in--accordance——wich--the
rutes--made--py--the—-deparement—-of-—heatths-for-an-sngotng

guatity—--assurance—-—-preogram---concerning-———heatth----care
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avatitabitityr-accesstbiticyr-and-continuity-of-sarvicar-and

fey-—a--precedure;--established-in-accordance~with~ruima
of-the-department-of-heaith;-to-develapr-compites;—-evatuates
and---repert---statistics——-relating--to—-the-—ecaspr-——gf-—its
operactonsy-the-pattern-sf~utiitzation-of-ita-servicas;-—the
avatiabitity--and--accessibitity--of--tta--servicea;-and-any
othef-—mutters——us—‘may——be—-feasonab}y-—reqaired-—-by—-—the
department-of-hantehs

t2y--Wichtmn-60-days-sf-reeceipt-of-the-appiication-from-a
fhestth-—-maintenance---srganirzation--—for---isanance---sf—-a
certrfreaece-of-authorityys-the—-deparement--of-—neateh--shat:
certify——-to--the--commissioner—-that—-the--preopased——healeh
maintenance-—-srganization--—-meets---the---requirements---sof
subsection-tit-or-shati;-after-notice—-and--hearings—-notify
the--commissioner--that--che-health-maintenance-ortganization
dees--not--meet-—thosa--requirements--and--spectfy--in--what
respecty-tr-ta-defictent -FPhe-director—-may——e=xtend--by--not
more--than--ar-additionat-I8-days-the-peried—within-which—he
may-certify-tos-ehe-commrsaioner--that--the--propossd--heaatth
matntenance---crganizatian-—-meets--or--dees--pet--meet--che
requirements-of-subasction——ti}--by~-giving--notite——of--the
extension--to--chea--commissioner--and-the-heatth-maintenanece
organizacien-befort-ehe-expiration-—of-—-the--inteiat--69-day
pariteds

t33(1l}y The commissioner shall issue or deny a
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certificate of authority to any person filing an application
pursuant to 33-31-201 within 180 days eaf--resetpt--af-~the
certificatton-—-from--tha-—deparement--of--heateth 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 sacisfied
that each of the following conditions is met:

(a) The persons responsible for the conduct of the
applicant's affairs are competent and trustworthy.

tby—-FPhe--deparemence-~of-peaith-cererfres;-in-aceosrdance
with---subsestion-—-{2)y7-—--that---the--—heatth-—-mainctenance
organirationis--prepesed--plan--sf---oparation—--mests---the
requirements-af-subssctton-+1y+

ter(b) The health maintenance organization will
effectively provide or arrange for the provision cof basic
health care services on a prepaid basis, thrcugh insurance
or otnerwise, except to the extent of reasonable
requirements for copayments.

+d}¥(c) 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 commissiorner may in his
discretion consider:

{i) the financial soundness of the arrangements for

health care services and the schedule of charges used in
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connection therewith;

{ii} the adeguacy of working capital;

{iit) any agreement with an insurer, a health service
corporaticon, a government, or any cother 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 additicnal informaticn as the commissicner may
reasonably reguire.

tey(d) The enrcllees will be afforded an opportunity to
participate in matters of policy and operation pursuant to
33-31-222.

t€3({e) Nothing in the proposed method of operation, as
shown by the information submitted pursuant to 33-31-201 or
by independent investigation, viclates any provision of this
chapter or rules adopted by the commissioner or---the
department-of-heatth.

t9}-—-Any--deficitenctes—-rdentifred--by-the-deparement-n¢
featth-have-been-corresteds

t4%3(2) The commissioner may in his discreticn deny a
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certificate of authority only if he complies with the
requirements of 33-31-404."

Section 5. sSection 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 certificace of
authority or amendment thereto, $300:

(b) for filing an amendment to the organizaticn
documents that requires approval, §25;

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

(d) for annual continuation of certificate of
authority, $300.

{2} All fees, miscellanecus 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 depcsited
in the general fund.

¢3}--Phe-direcror-may-assess-fees-necessary-and-adequate
to-cover~the-expenses-nf-tne-diresporis-functions-under-this
chapters”

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

*33-31-401. Examination. (1} The commissioner Tay
examine the affairs cf a healrth maintenance aorganization as

often as is reasonably necessary Lo pretect the interests of
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the people of this state. The commissioner shall make an
examination at least once every 3 vears.

t23-—Phe-—-~deparement-——af---heaith---may-—-examine—-the
availabitity;-acceassibiittyr-and-continutty——of——ehe——health
care--~services-——-preoevided---by--~any---heatth---maintenance
srganization-—--and-—-the--previdera--wibth-—-whom--the--heatth
matmeenance-organizatton—has-contracsts;-agreementar-ar-othesr
aerrangements-as-often-as-is-reasonabty-necessary-to--protect
che-interesrs—of-the-peopie—of-thia-states-Fhe-department-af
heatrh--shaili-make-such-an—eaxamination-at-ieast-once-every~3
years:

+3%+(2) Each authorized health maintenance organization
and provider shall submit its relevant books and records for
the examipations and in every way facilitate the
examinations. For the purpose of examination, the
ccmmissioner and--the--department--of-health may administer
caths to and examine the cfficers and insurance producers of
the health maintenance organization and the principals of
the providers concerning their business.

t4y--ta}-t++(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
on  account of the examiraction the actual travel expenses, a

reasonable 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 pericdically 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 examlner may
not accept any additional emolument on account of any
examination.

t¥t3(b) If a health maintenance organization fails to
pay the charges and expenses as referred to in subsection
t4ttartrt (3)(2). the commissioner shall pay them out of the
funds of the commissioner in the same manner as other
disbursements of funds. The amocunt 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
appreopriate fund.

tb}-—-Phe--expenses—-of—-examinatren——conducred--by———the
directer—-under—-this--saction-—-must-be-assessed-agatnat-tne
heatth--mairntenance--organtzatten~—-and--—-remitted---to-——the
directors

¢54(4) In lieu of an examination, the commissicner eor
the-director may accept the report of an examination made by
the commissioner or-the-director of ancother state."

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

"33-31-402. Suspension or revocation of certificate of
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authority. {1) The commissioner may 1in 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 cperating in
contravention of 1ts basic¢ organizational document or in a
manner contrary to that described in any other infarmatiocn
submitted wunder 33-31-201 and provided that such operation
adversely affects the health maintenance organizaticn'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 wuses a schedule of charges faor
health care services that do not comply with the
requirements of 33-31-301.

{¢) The health maintenance organization does not
provide or arrange for basic health care services.

tdy--Fhe-directors-atter—-notice-and--hearingy——cercifins
to-the-eommissioner-+thats

$+it-—-the--hesaith-—maintenance-organization-dees-not-mess
the-regquirenents-o£-33-33-262+13+-or
ttty-the-heatth-maintenanee~organization--ts—-unabie~--ro

fntfiti-tts-obitgations~to-furnish-heatth-cére-servicess
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te¥(d) The health maintenance corganization is no longer
financially responsible and may reasonably be expected to be
unable to meet its cbligations to enrcollees or prospective
enrollees.

t£y(e) The health mwaintenance organization has failed
to implement a mechanism affording the enrocllees an
cpportunity to participate in matters of policy and
operation under 33-31-222.

tg¥({f) The health maintenance organization has failed
to implement the complaint system required by 33-31-303 to
resolve valid complaints in a reasonable manner.

th}{g) The health maintenance organigzation, or any
person on its behalf, has advertigsed or merchandised its
services 1in an untrue, misrepresentative, misleading,

deceptive, or unfair marnner.

tx¥(h) The continued operation of the health
maintenance organization would be hazardous to irs
enrollees.

t+4¥(i) The health maintenance crganization has

otherwise failed to substantially ccmply 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 autherity of a heaitn
maintenance organization is suspended, the healith
-21l- HE 785
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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 dependencts of existing
enrcllees 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 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
revccation. fThe 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 enrcllees will be afforded the
greatest practical opportunity to obtain continuing health
care coverage."

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

"33-31-404. Administrative procedures. (1) When the
commissioner has cause to beljeve that grounds for the
denial of an application for a certificate of authority
axist or that gereunds for the suspension gr revocaticn of a

certificate ot aunthority exist, he shall give written notice
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to the health maintenance organization and-the-department-of
heat+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) Phe--directer--or—his-designated-representative-may
attend-the-hearing-and-may-pareicipare-—tn--che--proceading=s
Fhe--recommendations-—and--£findings--of--+the-~director--wich
respect--—-te---matters---retating---to---the~~--avaitabtiteys
ascessibitityr-——and--eontinuity--of-—heaith--care--setvices
provided-in-connaceion-with-any—decisinn--regarding——deniai;
suspensiony-or-revocarion-of-a-certificare-of-anthoriey-musce
be--econcinstve--and-binding-upon-the-commiasioner: After the
hearing, or upcn 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 organizaticn and-submit-a—capy--te
the-—-diraetsar, The action of the commissioner asd--ehe
reesmmendations——and-findings—of-tha-direcror-are is subject
toc 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 whcle or
in part.

{1) Wwhere notice and hearing are required with regargd

to acticns taken by the commissicner under this chapter, the
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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 Title 33, chapter 1, part 7,
do not address the notice and hearing requirements of this
chapter, the provisions of Title 2, chapter 4, parts 6 and
7, apply.
té4y--Where-~-metice-—and-hearing-are-required-with-regard
roa-aeetons-takan—-hy-the-director-—under--this--chapter;-——the
provisiomrs-sf-Pitie-2;-chapter—4;-parta—S-and-3;-appryr"

Section 9. Section 33-31-40%, MCA, is amended to read:

"33-31-405. Penalties and enforcement. (1) The
commissioner may, in addition to suspension or revecation of
a certificate of authcrity under 33-31-402, after notice and
hearing, impose an administrative penalty in an amount not
less thanm 5500 or more than $1¢,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 ar-the-director has cause ¢to
believe that a violation of this chapter has occurred or is
threatened, the commissioner sz-the-directer may:

(a) give notice to the health maintenance organlzation

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 vioclators or
their authorized representatives to attempt to ascertain the
facts relating to the suspected violation; and

(c) 1if it appears that a violation has occurred cr 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 1its representative to
cease and desist from engaging in an act or practice in
viclation of this chapter.

{(b) Within 15 days after service of the c¢ease and
desist crder, the respondent may reqguest & hearing to
determine whether acts or practices in violation of this
crapter have occurred. The hearing must be conducced
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 obrain injunctive or other appropriate relief in the

NEW SECTION. Section 10. Repealer. Secticn 33-31-304,

T HB TR

L

3

MCAa, is repealed.
NEW SECTION.

effective July 1,

Section 11. Effective date.

1991.

~End-
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