
MINUTES OF THE MEETING 
BUSINESS AND LABOR COMMITTEE 

50TH LEGISLATIVE SESSION 

March 26, 1987 

The meeting of the Business and Labor Committee was called 
to order by Chairman Les Kitselman on March 26, 1987 at 9:00 
a.m. in Room 312-F of the State Capitol. 

ROLL CALL: All members \vere present. 

EXECUTIVE ACTION 

ACTION ON HOUSE BILL 461 

Rep. Dennis Nathe requested that House Bill No. 461 BE 
TABLED. The motion carried with three opposed. 

ACTION ON SENATE BILL 353 

Rep. Thomas moved SB 353 BE CONCURRED IN. Rep. Thomas moved 
to adopt the committee report and amendments. Chairman 
Kitselman discussed the amendments and mentioned that the 
Montana Psychological Association wanted to make sure that 
the board consisted of multi-disciplinary fields. He said 
the State Auditors language was accepted as amendment to the 
bill. 

Rep. Brown commented that all the people had agreed to the 
amendments. The question was called. The motion carried 
with Reps. Jones and Brandewie opposed. 

The question was called on the motion to be concurred as 
amended. The motion carried with Reps. Brandewie and Jones 
opposed. 

ACTION ON SENATE BILL 371 

Chairman Kitselman pointed out that one amendment on page 5 
to page 6 that was not agreed on by the committee. Exhibit 
No.1. 

He said that was suggested by Steve Waldron but is the crux 
of what a preferred provider is. He said to compare the two 
programs, the health maintenance organization is a group of 
people that prepay and are assigned to a certain member 
health service group. The preferred provider organization 
are given a 25 percent differential in their medical charges 
and is selective on who belongs. He said the bill says a 
health care insurer may not deny a provider who agrees to 
the terms. He questioned whether the provider denied that 
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person would they be open to tort litigation on a discrimi­
natory basis. He said the whole preferred provider agree­
ment is based on discriminatory practices. He recommended 
that the language remain out of the bill. He said the bill 
is important to regulate the organization and provide 
consumer protection. 

Rep. Swysgood questioned where one would take complaints. 
Chairman Kitselman explained it that a person would have to 
go to the preferred provider group to have the 25 percent 
differential. He pointed out that the discount encouraged 
employees to use their own facility. He said there were 
93,000 contracts with Blue Cross Blue Shield. He said this 
still allows them to exist and provides consumer protection 
and regulation. He explained the pool core of doctors that 
deliver services under the preferred providers pay a lower 
fee. The question was called on adopting the committee 
report and amendments. The motion carried unanimously. 

Rep. Thomas moved BE CONCURRED IN AS AMENDED. 
carried unanimously. 

ACTION ON SENATE BILL 315 

The motion 

Rep. Glaser, chairman of the subcommittee on SB 315, dis­
cussed the bill as a tool to protect workers and employers. 
He mentioned amendments proposed by the workers comp subcom­
mi ttee. Rep. Glaser moved BE CONCURRED IN. Rep. Glaser 
moved the amendments. 

He discussed amendments 12, 13, 14 and 15, on page 32 of the 
bill. Exhibit No.2. He said there was a flaw in the bill. 
When someone is being rehabilitated and corne back to where 
they can work the amendment says if there is a job opening 
and you are qualified the employer has an obligation to 
bring that person back. The person comes back as a new 
employee. He discussed amendment 49 that allows for termi­
nation of benefits for non-cooperation for rehabilitation 
services. He pointed out a concern by Rep. Driscoll. Rep. 
Driscoll commented on the rehabilitation disputes and how 
they are handled with portions being retroactive for admin­
istrative purposes. 

Rep. Thomas moved the adoption of the subcommittee report 
and amendments. The question was called. The motion 
carried. 

Rep. Glaser pointed out another amendment that needs to be 
considered on page 69 and 70. He said that after "provider" 
to insert "or the Department of Social and Rehabilitation 
Services" . He pointed out that it was necessary to say 
Department of Social and Rehabilitation Services because it 
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was not defined in this act. Rep. Glaser moved the amend­
ment. 

Rep. Hanson asked if SRS had to review 'the case or why was 
SRS involved. Rep. Driscoll said that, the intent was to 
make it clear that private providers and SRS could remove 
the case. Rep. Glaser said the division make the determina­
tion whether the person receiving the benefits is cooperat­
ing with the provider or SRS. He noted line 6, page 70. 
The question on the amendment was called. The motion 
carried with Reps. Swysgood and Hanson voting NO. 

Rep. Driscoll stated that he disagreed with Rep. Glaser, 
that the bill was not a compromise, and passed the Senate on 
pure political power and that was how it would pass the 
House. He said the bill is cutting widows off if their 
spouse is killed. Presently the benefits are for life. The 
bill cuts them down to 500 weeks. On permanently totally 
disabled workers if they want a lump sum settlement to pay 
off past bill incurred because of the injury they would get 
an interest bearing loan. On partially disabled people, a 
wage supplement plan. The rehabilitative benefits come off 
the 500 weeks. Each degree of injury is given five weeks. 
The insurance industry said there is 40 percent savings in 
the bill for, private and 25 percent estimated by the divi­
sion. All the money spent in the state for Workers Comp, 
benefits are being cut $25 million dollars or more and no 
one else in the system is taking a cut. He said the bill 
would be amended for many years to come and by itself it 
does not solve the problem. 

Rep. Thomas asked Rep. Glaser for an opinion on future 
management of the department. Rep. Glaser noted that 
because of the subcommittee, there had been 11 auditors in 
the department for a month, stacks of data on what was going 
right or wrong. Recommendations have been made to the 
department that they are implementing. He pointed the 
difficulty of running a business with pOliticians. 

Rep. Hanson asked Rep. Driscoll about the 500 weeks whether 
it was retroactive or begin from the time the bill becomes 
effective. Rep. Smith said the bill would not go into 
effect until July 1. Rep. Glaser pointed out that an old 
contract could not be broke. He said a child is covered 
until they reach maturity. 

The question was called on SB 315 being concurred in as 
amended. The motion carried with Reps. Pavlovich, Driscoll, 
Hanson, Nisbet voting NO. 

ACTION ON SENATE BILL 385 
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Rep. Wallin moved BE CONCURRED. IN. Rep. Wallin moved the 
amendments and included the effective date. He "discussed 
the amendments .as being tied in to the time and density of 
the population. Exhibit No.3. The motion carried unani­
mously. Rep. Wallin moved the statement of intent. The 
motion carried unanimously. 

Rep. Wallin moved BE CONCURRED IN AS AMENDED with statement 
of intent. The motion carried unanimously. 

ACTION ON SENATE BILL 328 

Rep. Brown moved BE CONCURRED IN. Rep. Brown moved the 
amendments as proposed by different groups at the subcommit­
tee. She distributed the list of proposed amendments. 
Exhibi t No.4. She mentioned that state people in the 
business of printing proposed different. amendments. She 
said the amendments would allow the Department of Adminis­
tration to have an extension of rule making authority to be 
able to define what a public document is. The private 
printers did not want that in. Rep. Brown m9.ved the amend­
ments to SB 328. 

Rep. Simon pointed out that 
left unanswered in the bill. 
ent types of studies done on 
years. 

there were a lot of questions 
He said there were ten differ­
state printing in the last 8-9 

Rep. Brandewie said the problem would not be solved because 
state agencies were never going to cooperate. He said the 
agencies intend to surge forward in expanding their printing 
capacities and put private printers out of b~siness in the 
state. 

Rep. Simon said the legislature set up Publications and 
Graphics in an effort to save some taxpayer money. He said 
the state can provide services for in-house printing cheaper 
than the bidding process with commercial printers. He said 
the problem needs to be addressed and he would like to see 
as much of the printing done with local in-state printers as 
possible. 

The question was called on the amendments. 
carried unanimously. 

The motion 

Rep. Brandewie moved BE CONCURRED IN AS AMENDED. The motion 
carried with 6 opposed on a vote of 12-6. 

ACTION ON SENATE BILL 291 

Rep. Thomas moved BE CONCURRED IN. 
Wood amendments. Exhibits No.5, 6. 

Rep. Thomas moved the 
He explained that this 
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allowed an out-of~~:t~te financial institution to acquire a 
failing in-state insti"tution if there:i.s no in-state insti­
tution bidding. It also provides that; the institution be 
sound financially. He said the amendment :needed to amend 
the effective date to be July 1, 1993 ''in case there was a 
problem it would coincide with a legislative year. He said 
this would provide for a five year trial period. 

The question was called. 
votes. 

The motion failed with two no 

Rep. Brandewie moved to TABLE the bill. The motion carried 
13-5 with Reps. Wallin, Thomas, Swysgood, Brown, Kitselman 
voting NO. 

ACTION ON SENATE BILL 34 

Rep. Brandewie moved to lift SB 34 off the table. He said 
it was unfair to require corporations to pay unemployment 
tax to subsidize the rest of the state. Exhibit No.7. He 
pointed out that a man can't lay himself off when he is self 
employed and expect to collect unemployment when he has a 
small corporation. The motion carried. 

Rep. Brandewie moved BE CONCURRED IN. 
with 4 opposed. 

ACTION ON SENATE BILL 115 

The motion carried 

Rep~ Brandewie moved to lift SB 115 from the table. He 
explained this was the continuing education for insurance 
people. The motion failed on a 9-9 tie vote. 

ACTION ON SENATE BILL 856 

Rep. Brown moved to lift SB 856 from the table. The motion 
failed. 

ADJOURNMENT: 

The meeting was adjourned at 10:30 a.m. 

REP. LES KITSELMAN, Chairman 
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STANDING COMMITTEE REPORT 

~ Mr. Speaker: We, the committee on ________ =B=U=S=I-=..:N=E:.:::S:..::S:........::.A.::.::N=D=--:L=A:.=B=-O=R~ _______ _ 
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o do pass rn be concurred in Kl as amended o do not pass o be not concurred in o statement of intent attached 

REP. LES KITSELMAN Chairman 

ANENDNENTS AS FOLLOWS: 

1) Title, line 8 
Following: "PROVIDING AN" 
Insert: "APPLICABILITY DATE AND AN II 

2) Page 1, line 12 
Strike: "6 11 

Insert: "7" 

3) Page 1, line 13 
Strike: "Health Care Reimbursement Reform" 
Insert: IIPreferred Provider Agreements" 

4) Page 1, line 14 
Following: line 13 
Insert: "Section 2. Purpose. The purpose of [sections 1 

through 7] is to allow a health care insurer providing 
disability insurance benefits to negotiate and contract 
with health care providers to: (1) proyide health care 
services to its insureds or subscribers at a reduction 
in the fees customarily charged by the provider: or (2) 
enter into agreements in which the participating 
providers accept negotiated fees as payment in full for 
health care services the health care insurer is obli­
gated to provide or pay for under the health benefit 
plan. II 

Renumber: subsequent sections 

5) Page 1, line 15 
Strike: 116" 
Insert: "7" 

6) Page 2, line 5 
Following: line 4 
Insert: "(3)" Health care insurer" means: 

(a) an insurer that provides disability insurance as 
defined in 33-1-207; 
(b) a health service corporation as defined in 
33-30-101: 

THIRD BLUE _______ reading copy ( ___ _ 
REP. KITSELMAN will sponsor 

color 
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(c) a health maintenance organization [as defined in 
section 2 of Senate Bill no. 353]; 
(d) a fraternal, benefit society as defined in 
33-7-102; 
(e) an administrator as defined in 33-17-601; or 
(f) any other entity regulated by the commissioner that 
provides health coverage." 

Renumber: subsequent subsections 

7) Page 2, lines 7 through 9 
Following: "authorization" on line 7 
Strike: the remainder of line 7, line 8 in its entirety, 

and line 9 through "products" 
Insert: "or services provided under Title 33, chapter 22, 

part 7" 

8) Page 2, lines 14 through 17 
Strike: subsection (5) in its entirety 
Insert: "(6) "Preferred provider" means a provider or group 

of providers who have contracted to provide specified 
~ealth care services. 
(7) "Preferred provider agreement" means a contract 
bet:ween or on behalf of a health care insurer and a 
preferred provider." 

Renumber: subsequent subsection 

9) Page 2, line 20 
Strike: "in this state" 
Insert: "or services covered within Title 33, chapter 22, 

part 7" 

10) Page 2, line 21 
Following: line 20 
Insert: "(9) "Subscriber" means a certificate holder or 

other person on whose behalf the health care insurer is 
providing or paying for health care coverage." 

11) Page 2, line 23 
Strike: "an" 
Insert: "a health care" 

12) Page 2, line 25 
Strike: "the insurer's" 

STATE PUB. CO. 
Helena, Mont. 

k) 
............................................................ ····· .. ········c·h~i~·;;,·~~:··· .. · .. · 
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13) Page 3, line 1 
Following: "insureds" 
Insert: "or subscribers on whose behalf the health care 

insurer is providing health care coverage" 
Following: "including" 
Insert: "preferred provider" 
Following: "to" 
Insert: ": (i)" 

14) Page 3, line 2 
Following: " ; II 

Insert: "~(ii) the amount and manner of payment to 
the provider;!! 

15) Page 3, line 12 
Strike: "ARRANGEMENT" 
Insert: "agreement" 

16) Page 3, line 14 
Strike: "MEDICALLY NECESSARY" 
Insert: "health care services" 
Strike: "EXPENSES" 

17) page 3, line 15 
Strike: "6" 
Insert: "7" 

18) Page 3, line 22 
Strike: "ill" 

19) Page 3, line 23 
Following: "LEAST" 
Insert: ": (a)" 

20) Page 3, line 25 
Strike: "ARRANGEMENT" 
Insert: "agreement" 

21) Page 4, line 3 
Following: "PROVIDER" 
Insert: "; and 

(b) a provision that clearly identifies the 
difference in benefit levels for health care services 
of a preferred provider and benefit levels for the same 
health care services of a nonpreferred provider" 

L ~J\ - . ..................... \L~~ ............................. . 
STATE PUB. co. Chairman. 

Helena, Mont. 
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Insert: (2) A health 
staff privileges 
preferred provider 

care insurer may not require hospital 
as criteria for designation as a 
in a preferred provider agreement." 

23) Page 4, line 5 
Strike: "ARRANGEMENTS" 
Insert: "agreements II 

24) Page 4, line 6 
Strike: "ARRANGEMENT II 
Insert: lIagreementll 

25) Page 4, line 9 
Strike: "POLICYHOLDERS" 
Insert: " insureds II 

26) Page 4, lines 11 through 16 
Following: II (A) A" on line 11 
Strike: the remainder of line 11, lines 12 through 15 in 

their entirety and line 16 through IIARRANGEMENTS" 
Insert: "provision setting a payment difference for reim­
bursement of a nonpreferred provider as compared to a 
preferred provider. If the health benefit plan contains a 
payment difference provision, the payment difference may not 
exceed 25% of the reimbursement level at which a preferred 
provider would be reimbursed ll 

27) Page 4, line 20 
Following: IIOF" 
Strike: II A PROVIDER ARRANGEMENT," 
Insert: "an" 

28) Page 4, line 21 
Following: IIPOLICY" 
Strike: "" L 
Following: "CONTRACT" 
Insert: ,except those already approved by the commissioner; 

29) Page 4, line 24, through page 5, line 1 
Following: "rules ll on line 24 
Strike: the remainder of line 24, lines 25 and 1 in their 

entirety 
Insert: "necessary to implement the provisions of" 

... hJ.uu .. u............ ....... u .. . 
STATE PUB. CO. Chairman. 

Helena. Mont. 
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30) Page 5, line 2 
Strike: "6" 
Insert: "7" 

31) Page 5, line 4 
Strike: "6" 
Insert: "7" 

32) Page 5, line 6 
Strike: "6" 
Insert: "7" 

33) Page 5, line 7 
Following: line 6 

STArE PW91.,1SH1NG CO H£I..[NA Mo",rANA 
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Insert: "Section 9. Coordination instruction. If Senate 
Bill No. 353, including the definition of "health 
maintenance organization", is not passed and approved, 
the bracketed language in section 3(3) (c) of this act 
is void." 

Renumber: subsequent sections 

34) Page 5, line 13 
Following: line 12 
Insert: "Section 11. Applicability -- filing with 

commissioner. On or before January 1, 1988, a health 
care insurer performing the functions enumerated in 
this act shall notify the commissioner of its existence 
and continue to operate subject to the provisions of 
this act." 

Renumber: subsequent section 

35) Page 5, line 13 
Strike: "6" 
Insert: 

STATE PUB. CO. 

......... ~.).~ ................. . 
Chairman. 



Amendments to Senate Bill 315 
Third reading copy (blue) 
House Labor Subcommittee 

1. Title, line 17. 
Following: "39-71-122," 
Insert: "39-71-309," 

2. Title, line 20. 
Following: "MCA; II 

Insert: "MAKING CERTAIN PROVISIONS RETROACTIVE;" 

3. Page 11, line 25. 
Strike: "or" 
Insert: "," 
Following: "lodging" 
Insert: ", rent, or housingll 

4. Page 12, line 1. 
Strike: ",II 

Insert: lI and is" 
Following: "on" 
Strike: lithe" 
Insert: lIits" 
Strike: 1I0f the ll on line 1 through "housingll on line 2 

5. Page 14, line 20. 
Strike: 11_- criminal penalty" 

6. Page 15, line 7. 
Following: 1172" 
Insert: ",other than the disputes described in subsection 

(2)," 

7. Page 16, lines 7 and 8. 
Strike: "A" on line 7 through "A" on line 8 
Insert: "Upon motion of a party, the" 

8. Page 16, line 9. 
Strike: "the" 
Insert: "either" 

9. Page 16, line 13. 
Strike: "(6)" 
Insert: "(d) 

10. Page 32, line 3. 
Strike: "39-71-61" 
Insert: "39-71-611" 

11. Page 32, line 11. 
Strike: "If" 
Insert: "When" 
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12. Page 32, line 14. 
Strike: "new hires" 
Insert: "other applicants" 

13. Page 32, line 15. 
Strike: "within such 2-year period" 
Strike: ":" 

14. Page 32, line 16. 
Strike: "(a) 

15. Page 32, lines 17 through 19. 
Strike: "; and" on line 17 through "applicants" on line 19 

16. Page 33, line 4. 
Strike: "injuries producing" 

17. Page 35. 
Following: line 16 
Inser t: "on" 

18. Page 35, line 17. 
Following: "more" 
Strike: "tha~ 
Insert: "than" 

19. Page 36, line 4. 
Strike: "injuries causing" 
Insert: "permanent" 

20. Page 36, line 5. 
Following: "disabili ty" 
Insert: "-- impairment awards and wage supplements" 

21. Page 36. 
Following: line 15 
Insert: "The benefits available for permanent partial 
disability are impairment awards and wage supplements." 

22. Page 38, line 20. 
Strike: "subsections" 
Insert: "subsection" 
Strike: "and (2)" 

23. Page 39, line 14. 
Following: "request of" 
Strike: "he" 
Insert: "the" 

24. Page 39, line 15. 
Following: "direct" 
Strike: "a" 
Insert: "the" 
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25. Page 39, line 23. 
Strike: "10" 
Insert: "30" 

26. Page 40, line 25. 
Strike: "a workers'" 
Insert: "the" 

27. Page 41, line 1. 
Following: "subsection" 
Strike: "(3)(b)(ii) or (3)(b)(iii)" 
Insert: "(3)(b)(i) or (3)(b)(ii)" 

28. Page 41, line 4. 
Following: "subsection" 
Strike: "(3)(b)(iii)" 
Insert: "(3)(b)(ii)" 

29. Page 41, line 14. 
Following: "services" 
Insert: "-- fee schedules and hospital rates" 

30. Page 42, line 20. 
Following: "January" 
Insert: "I," 

31. Page 43, line 2. 
Following: "January" 
Insert: "I," 

32. Page 44, line 7. 
Following: "total" 
Insert: "disability" 

33. Page 45, line 20. 
Strike: "39-71-116" 

34. Page 46, line 4. 
Following: "and" 
Strike: "39-71="116" 

35. Page 46, line 8. 
Following: "wage" 
Insert: "at the time of injury" 

36. Page 46, line 22. 
Following: "through" 
Strike: "39-71-116" 

37. Page 49, line 2. 
Strike: "and" 
Insert: "," 

38. Page 49, line 3. 
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Following: "payments" 
Insert: ", and lump-sum advance payments" 

39. Page 52, line 16. 
Following: "agree" 
Insert: "to a settlement" 

40. Page 53, line 16. 
Strike: "worker's" 
Insert: "workers'" 

41. Page 53, line 19. 
Strike: "RELEASES" 
Insert: "RELEASE" 

42. Page 54, lines 11, 15, and 16. 
Following: "lump-sum" (the second "lump-sum" on line ll) 
Insert: "advance" 

43. Page 54, line 25. 
Strike: "accident" 
Insert: "injury" 

44. Page 55, line 2. 
Strike: "accident" 
Insert: "injury" 

45. Page 66, line 3. 
Strike: "services" 
Insert: "appeals" 

46. Page 67, line 15. 
Strike: "nd" 
Insert: "and" 

47. Page 68, line 13. 
Following: "a" 
Insert: "total of" 
Following: "$4,000" 
Strike: "total" 

48. Page 69, line 11. 
Strike: "and" 
Insert: "but" 

49. Page 69, line 23. 
Strike: "services" 
Insert: "provider" 

50. Page 70. 
Following: line 24 
Insert: "rehabilitation" 
Strike: "under this part" 
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51. Page 72, line 8. 
Following: "security" 
Insert: ", in addition to the security described in 

subsection (1)" 

52. Page 72, line 13. 
Following: "security" 
Insert: "provided for in subsection (2)" 

53. Page 80, line 24. 
Strike: "-- limitation" 

54. Page 82, line 2. 
Following: "or" 
Inser t: "by" 

55. Page 83, line 16. 
Strike: "as defined in" 
Insert: ", damage, or death as set forth in" 

56. Page 83, line 17. 
Strike: "but which" 
Insert: "and" 

57. Page 83, line 18. 
Strike: "is" 

58. Page 84, line 5. 
Strike: "(SiO SB2" 
Insert: "( SiO~ )" 

i... 

59. Page 86, line 9. 
Strike: "and" 
Insert: "or" 

60. Page 93, line 19. 
Following: "39-71-122," 
Insert: "39-71-309," 

.61. Page 93. 
Following: line 7. 
Insert: "(2) Sections 8 and 52 through 57 are intended 

to be codified as an integral part of Title 39, chapter 
71, and the provisions of Title 39, chapter 71, apply 
to sections 8 and 52 through 57." 

Renumber: subsequent subsections 

62. Page 93, lines 9 through 11. 
Strike: "The" on line 9 through "disputes" on line 11 
Insert: "Sections 8 and 52 through 57" 
Following: "apply" 
Insert: "retroactively, within the meaning of 1-2-109," 
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63. Page 93, line 12. 
Following: "occurrence." 
Insert: "With respect to rehabilitation disputes, sections 

8, and 52 through 57 apply retroactively, within the 
meaning of 1-2-109, unless the division had 
jurisdiction over the dispute under the law in effect 
at the time of injury." 

64. Page 93, lines 13 though 20. 
Strike: subsection (2) in its entirety 

Renumber: subsequent subsection 
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Proposed Amendments to SB 385 

Offered by Sen. Weeding 

1. Page 8, line 20 through page 9, line 11. 
Following: "(a)" on page 8, line 20 

U{! !: '01 i t.=_:?.-::.----­
t.:,j\-iC .la,;) rca 
HiJ. _J:> B. 3<g S 

Strike: the remainder of line 20 through line 11 on page 9 
Insert: "provides inpatient care to ill or injured persons prior 

to their transportation to a hospital or provides 
inpatient medical care to persons needing that care for 
a period of no longer than 96 hours; .... 

(b) either is located in a county with fewer than six 
resicents per square mile or is located more than 35 
road miles from the nearest hospital." 

2. Page 16, line 16 through page 17, line 7. 
Following: "(a)" on page 16, line 16 
Strike: the remainder of line 16 through line 7 on page 17 
Insert: "provides inpatient care to ill or injured persons prior 

to their t=ansportation to a hospital or provides 
i~patient medical care to persons needing t~at care for 
a period of no longer t~an 96 hours; ~ 

(~) either is located in a county with fewer than six 
residents per square mile or is located more than 35 
road miles from the neares-:: hospi-::al." 

3. Page 20, line 6. 
Following: line 6 
Inse=t: "NEW SECTION. Section 3. Coordination instruction. If 

Senate Bill 246 and this bill are both passed and 
approved, the code commissioner shall add the term 
"medical assistance facility" to the list of facilities 
cefined as "health care facilities" in 50-5-301, as 
aIllended by Senate Bill 246." 

Renu..rnber: subsequent section 



50th Legislature 
STATEMENT OF INTENT 

Senate Bill No. 385 

LC 1798 

A statement of intent is provided for this bill because it 

extends the authority of the Department of Health and 

Environmental Sciences to set licensure standards to cover 

medical assistance facilities. It is the intent of the 

legislature that the department adopt licensure standards for 

such facilities that include, but are not limited to, the 

following: 

1. the types, training, and supervision of staff the 

facility must have, including either a physician, nurse 

practitioner, or physician assistant, with the restriction that a 

physician, nurse practitioner, or physician assistant need not be 

on site at all times but may be on call so long as they are 

available within 1 hour; 

2. requirements for medical treatment protocols that must 
be utilized by staff; 

3. review of a professional review organization or its 

equivalent to determine if the level of care provided is 

appropriate; and 

4. a requirement that the facility have a referral 
agreement with a hospital ensuring acceptance of patients,needing 
hospital-level care who are treated at the facility. 

7077a/C:JEANNE\WP:jj 



YhU~UbED AMENDMENTS TO SH 3LH EXH I B j T_-...,'1~ ___ >4 

Ellen Feaver 

Ellen Feaver 

University System 

Subcommittee Amendments 

Subcommittee Amendments 

Montana School Boards 
Association 

University System 

Ellen Feaver 

Ken Dunham 

1. Statement of Intent, 
Following: "public. " 

DATE J. -..> '" 
lirtdB 9 5]3 3.< i 

Insert: "It is further intended that agencies 
may provide camera ready copy of documents 
considered to be for public dissemination to 
a commercial printer." 

2. Title, line 7. 
Following: "FROM" 
Insert: "printing documents intended for 
public dissemination or" 

3. Page 4, line 23. 
Following: "(5)" 
Strike: "Neither" 
Insert: "Except for professional, scientific, 
literary journal, or other educational 
materials published by a unit of the universit~ 
system or the superintendent of public 
instruction, neither" 

4. Page 4, line 25. 
Reinsert eeMffle~e~a~ 

5. Page 4, line 25, 
Following: printing, 
THAT IS PAID FOR ALL 
NONGOVERNMENT FUNDS. 

6. Page 5, line 1. 

p. 5, line 1, 
delete 

OR IN PART BY 

Insert: After "non-government funds." the 
following: A school district may only engage 
in printing that is for a school or school 
related activity or organization. 

7. Page 7, line 3. 
Following: "Include" 
Insert: "professional, scientific, literary 
journals, or other educational materials 
published by a unit of the university system 
or the superintendent of public instruction or" 

8. Page 8, line 8. 
Following: "INCLUDES" 
Strike: "THOSE SERVICES DESCRIBED IN 18-4-123. 
Insert: "the reproduction of an image from a 
printing surface generally made by a contact 
impression that causes a transfer of ink." 

9. Page 8, line 9. 
Following: 18-4-123 
Insert: "Nothing in this act shall preclude 
state agencies from using (1) photocopiers to 
produce information for distribution to state 
employees or the public, or (2) typewriters, 
personal computers, and desktop computers for 

----

the preparation of camera-ready co~y for 
printing." 



Amend SB 291, 3rd reading bill, as follows: 

1. P.3, line 8 
Following: Line 7 
Insert: ~E~_~EQTIQ~. Section 2. Acquisition of failed in­
state financial institution by out-of-state institution -
approval of department. (1) An out-of-state financial 
institution located in a reciprocal state may directly or 
indirectly acquire or acquire control of an in-state 
financial institution for which the Federal Deposit 
Insurance Corporation has been appointed a receiver, if 
the Federal Deposit Insurance Corporation has requested 
from in-state financial institutions for the assets of the 
institution and determined that none of the bids received 
has met the minimum requirements set by the corporation. 

(2) The department shall approve the acquisition if it 
determines that the acquiring institution is financially 
sound according to commonly accepted standards of financial 
institutions examination. 

Renumber following sections 

2. P.3, line 22 
Following: "state" 
Strike: 
Insert: "and;" 

3. P.3, line 23 
Following: "(b)" 
Strike: "The department shall approve the acquisition" 

4. P.4, line 16 
Following: "state" 
Strike: ". If the conditions are substantially the same 
as the conditions in this state, the department shall 
approve the acquisition" 
Insert: "and" 

5. P. 4, line 24 
Following: "[section 2]" 
Strike: "or" 
Insert: "through" 

6. P.4, line 25 
Following: line 24 
Strike: "3" 
Insert: "4" 

7. P.5, line 9 
Following: "through" 
Strike: "4" 
Insert: "5" 

8. P.5, line 13 
Following: line 12 

.... -.-.. ------~--.------------.. ---

Insert: NEW SECTIO~. Termination date. This act shall 
terminate on getober-l-;--i-99-2. ;;9:r/{1 Iff :;i 



1. 

2. 

3. 

4. 

5. 

6 • 

7. 

8-9-10. 

11. 

S8 291, Jrd rcadlnu 

'3 ... :l c. - ~") 

EXHl81 r-lo-.-_­
C'ATC . .,3-~ " , 
Hi] S:£$ 929 { . . ~ 

Wood amendment #1 - ok (p. 3, line 8) 

p. 3, line 17 
Following: "(2)" 
Strike: "(a)" 

p. 3, line 18 
Following: "that" 
Insert: "(a)" 

p. 3, line 22 
Following: "state" 
Strike: "" 
Insert: 11 • .. , 

p. 3, line 23 
Following: "(b) " 

Extend notice and hearing to 
determinations (b) and proposed 
(c) and (d) as well as (a), the 
reciprocity determination. 

(Wood amendment #2 without 
the "and") 

(Wood amendment #3 plus last 
four words for grammatical 
consistency) 

Strike: "'1'he department shall approve the acquisi tion 
if it determines that" 

p. 4, line 1 
Following: "examination" 
Insert: "; (c) that the acquiring institution will 

not control more than 8 percent of the 
total resources of all banks in this state; 
and (d) the proposed acquisition in its 
entirety cannot be made on terms as favor­
able to the seller by purchasers domiciled 
within this state." 

p. 4, line 16 

p. 4, lines 24-25, 
p. 5, line 9 

p. 5, line 13 
Following: line 12 

(Wood amendment #4 - ok) 

(Wood amendments #5, 6, 7 - ok) 

Insert: "NEW SEC'l'ION. Effective and termination 
dates. Section 2 is effective May 1, 
1987. This act shall terminate on 
October 1, 199 " 
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940 Employer's Annual Federal 
Unemployment (FUTA) Tax Return 

.. For Paperwork Reduction Act Notice, see page 2. 

OMS No. 1545·0028 

~®85 )epartment of the Treasury 
nternal Revenue Service 

~~----------~----------------------------------------------------------~~T~----~---

If incorrect, ~ 
.. make any 

necessary 
change. 

!Name (as distingUished from trade name) 

Trade name. If any 

Address and ZIP code 

L 

Calendar Year FF 

1985 FD 
Employer Identification number FP 

T 

A Did you pay all required contributions to your state unemployment fund by the due date of Form 940? (If none required, check "No.") . . 0 Yes 0 No 
If you checked the "Yes" box, enter amount of contributions paid to your state unemployment fund. . .. $ _______________________ --' ____ _ 

Are you required to pay contributions to only one state? . 0 Yes 0 No 

Total payments (including exempt payments) during the calendar year for services of em 

2 Exempt payments. (Explain each exemption shown, attaching additional sheets 

3 

necessary) ~ _____________________________________________________________ _ 

Pay;;"-e-n-ts -fa; se;;,ces 'Oi -more ilian -$' i, 00-6. -Ent-e-r -O';ly -the -ex-cess -O've~ -the-first -$' i ,000 
paid to indiVidual employees not Including exempt amounts shown on line 2. Do not use 
the state wage limitation . 

Total exempt payments (add lines 2 and 3) . 

2 

3 

Total taxable wages (subtract line 4 from line 1). (If any part is exempt from state contributions, see instructions) .. 

... 

Credit reduction for unrepaid advances to the states listed (by 2·letter Postal Service abbreviations). Enter the wages included on line 5 above for each state and 

multiply by the rate shown. (See the instructions.) 

(a) CT _____________ xOO? ____________ _ 

(b) IL _____________ x.009 ____________ _ 
..." (e) LA _____________ x .006 ____________ _ 

(d) MN _____________ xOll ____________ _ 

Enter amount from Part I, line 7 . 

3 Total FUTA tax (add lines 1 and 2) . 

(e) OH _____________ x.OOB ____________ _ 

(f) PA _____________ x.009 ____________ _ 
(g) VT _____________ x 006 ____________ _ 
(h) WV _____________ x.OOB ____________ _ 

(i) PR 

(j) VI 

_ 4 Less: Total FUTA tax deposited for the year, including any overpayment applied from a prior year (from your records). 

5 ... 
6 

-1 

2 MaXimum credit. Multiply the wages in Part I, line 5, by .054 . 

3 Enter the smaller of the amount In Part V, Ime 11, or Part III, line 2 

.. 4 Enter amount from Part I, line 7 

5 Credit allowable (subtract line 4 from line 3) (If zero or less. enter 0.) 

6 Total FUTA tax (subtract line 5 from line 1). 

Less: Total FUTA tax deposited for the year, Including any overpayment applied from a prior year (from your records) . ... ... 

Outside the United States 
_ ____________ x .006 ____________ _ 
_____________ x.012 ____________ _ 

~~~~--~---4--------------+--------------+--------------t---------------~---------------------

. It IS true, correct. 

TItle (Owner. etc.) .. Date .. 

.. -------------------------------------------------------------------------------------------F-o-rm-9~4~O-(-19-8--5) 



Paperwork Reduction Act Notlce.-We ask for 
this information to carry out the Internal Revenue 
laws of the United States. We need it to ensure that 
taxpayers are complying with these laws and to 
allow us to figure and collect the right amount of 
tax. You are required to give us this information. 
Changes You Should Note for 1985.-The 
FUTA tax rate is now 6.2% charged on the 
$7,000 wage base. The maximum credit 
allowable against the tax for contributions to state 
(including Puerto Rico and the Virgin Islands) 
unemployment funds is now 5.4% of taxable 
FUTA wages. Noncash fringe benefits you provide 
may now be taxable. See Circular E, Publication 
15, Employer's Tax Guide, for details. 

The Service Center filing location for your state 
may have changed. See Where To File. 

General Instructions 
Purpose of Form.-Use this form for your 
annual FUTA tax report. Only the employer pays 
this tax. The gross tax rate is 6.2% (.062), 
charged on the first $7,000 of wages paid to each 
employee during 1985. 

Who Must File 

Household Employers.-You do not have to file 
this form unless you paid cash wages of $1,000 or 
more in any calendar quarter in 1984 or 1985 for 
household work in a private home, local college 
club, or a local chapter of a college fraternity or 
sorority. Note: See Publication 503, Child and 
Dependent Care Credit, and Employment Taxes 
for Household Employers, for more information. 

In General.-You must file this form if you were 
other than a household or agricultural employer 
during 1984 or 1985 and you (a) paid wages of 
$1,500 or more in any calendar quarter or (b) had 
one or more employees for some part of a day in 
any 20 different weeks. Count all regular, 
temporary, and part·time employees. A 
partnership should not count its partners. If there 
is a change in ownership or other transfer of 
business during the year, each employer who 
meets test (a) or (b) above must file. Neither 
should report wages paid by the other. 
Organizations described in section 501(c)(3) of 
the Internal Revenue Code do not have to file. 
Agricultural Employers.-You must file Form 
940 if either of the following applies to you: 

(1) You paid cash wages of $20,000 or more 
to farmworkers during any calendar quarter in 
1984 or 1985. 

(2) You employed 10 or more farmworkers 
during some part of a day (whether or not at the 
same time) for at least one day dUring any 20 
different weeks in 1984 or 1985. Count aliens 
admitted to the United States on a temporary 
basis to perform farmwork to determine if you 
meet either of the above tests. However, wages 
paid to these aliens are not subject to FUTA tax 
before 1986. 
Completing Form 940 
Employers Who Are Not Required To Deposit 
FUTA Tax.-If your total FUTA tax for 1985 is 
not more than $100, you do not have to deposit 
the tax. Make your FUTA tax payment when you 

(JPtION A 

file Form 940. If you do not have to deposit FUTA 
tax and you: 

(a) made all required payments to your state 
unemployment fund by the due date of Form 
940, 

(b) are required to make payments to the 
unemployment fund of only one state, and 

(c) paid wages subject to Federal 
unemployment tax that are also subject to 
state unemployment tax, 

complete Parts I and II. Otherwise, complete Parts 
I, III, and V. 
Employers Who Are Required To Deposit FUTA 
Tax.-If you meet tests (a), (b), and (c) above, 
complete Parts I, II, and IV. Otherwise, complete 
Parts I, III, IV, and V. 
If You Are Not Liable for FUTA Tax.-If you 
receive Form 940 and are not liable for FUTA tax 
for 1985, write "Not Liable" across the front and 
return it to IRS. If you will not have to file returns 
after this, write "Final" on the line above the 
Signature line and sign the return. 
Due Date.-Form 940 for 1985 is due by 
January 31, 1986. However, if you made timely 
depOSits in full payment of the tax due, your due 
date is February 10, 1986. 
Where To File.-

If your principal 
business. office or 

agency is located in: 

Alabama. Florida. Georgia, MISSISSIPPI, 
South Carolina 

New Jersey. New York City and counties 
of Nassau. Rockland. SUffolk. and 
Westchester 

New York (all other counties), Connecticut. 
Maine. Massachusetts. Minnesota, New 
HampshIre, Rhode Island. Vermont 

III1Ools. Iowa. MIssouri. WisconsIn 

Delaware. DIstrict of ColumbIa. 
Maryland. PennsylvanIa. Puerto RIco. 
Virgin Islands 

Kentucky. MIchigan. OhiO. 
West Vlrgmla 

Kansas. louIsiana, New MexIco. 
Oklahoma. Texas 

Alaska Arizona. California (counties of 
Alpme. Amador. Butte. Calaveras. Colusa. 
Contra Costa Oe.1 Norte E! Dorado. Glenn 
Humboldt, lake. lassen. Marin. MendOCIno. 
Modoc. Napa. Nevada. Placer. Plumas. 
Sacramento San Joaquin. Shasta. Sierra. 
SiskiYOU. Solano. Sonoma. Sutter. Tehama. 
Trinity. Vola. and Yuba). Colorado. IdahO. 
Montana. Nebraska. Nevada. North Dakota. 
Oregon. South Dakota. Utah. Washmgton. 
Wyoming 

California (all other counties). HawaII 

Arkansas. Indiana. North Carolma. 
Tennessee. Virginia 

File with the 
Internal Revenue 
Service Center at: 

Atlanta. GA 31101 

HoltSVille. NY 00501 

Andover. MA 05501 

Kansas City. MO 64999 

Philadelphia. PA 19255 

C,nCInnat,. OH 45999 

Austin. TX 73301 

Ogden. ur 84201 

Fresno. CA 93888 

MemphiS. TN 37501 

If you have no legal reSidence or prinCipal place of 
business In any IRS district, file With the Internal Revenue 
Service Center, Philadelphia, PA 19255. 

Employer's Name, Address, and Identification 
Number.-Use the preaddressed Form 940 
mailed to you. If you must use a nonpreaddressed 
form, type or print your name, trade name, 
address, and employer identification number on it. 

See Publication 583, Information for Business 
Taxpayers, for details on how to make tax 
deposits, file a return, etc., if these are due before 
you receive your number. 

Penalties and Interest.-Avoid penalties and 
interest by making tax deposits when due and 
filing a correct return and paying the proper 
amount of tax when due. The law provides 
penalties for late deposits and late filing unless 
you show reasonable cause for the delay. If you 
file late, attach an explanation to the return. The 
law also provides a penalty of 25% of the 
overstatement if, without reasonable cause, you 
overstate the amount you depOSited. 

There are also penalties for willful failure to 

I 
I 

I 
I 
I 

pay tax, keep records, make returns, and for filing I 
false or fraudulent returns. 

Credit for Contributions Paid Into State 
Funds.-You can claim credit for amounts you 

and the Virgin Islands) unemployment fund by the 
pay into a certified state (including Puerto Rico I:' 

due date of Form 940. 
"Contributions" are payments that state law 

requires you to make to an unemployment fund 
because you are an employer. These payments 
are "contributions" only to the extent that they 
are not deducted or deductible from the 
employees' pay. 

I 
You may not take credit for voluntary ,~ 

payments or for penalties or interest payments tlr 
a state. Nor may you take credit for any special ..... 
assessment, surtax, surcharge, etc. by the state 
for paying interest on unrepaid Title XII loans from 
the Federal Government. I 

If you have been granted an experience rate 
lower than 5.4% (.054) by a state for the whole or 
part of the year, you are entitled to an additional 
credit. This credit is equal to the difference 
between actual payments and the amount you 
would have been required to pay at 5.4%. 

The total credit allowable may not be more 
than 5.4% of taxable FUTA wages. 

I 
Special Credit for Successor Employers.-If you I 
are claiming special credit as a successor 
employer, see Code sectton 3302(e) or Circular E, 
for the conditions you must meet. 

Amended R
f 

etdurns.-If you are amending a I' 
preViously ile return, complete a new Form 940, 
using the amounts that should have been used on 

I 
the original return, and sign the return. Attach a 
statement explaining why you are filing an 
amended return. Be sure to use a Form 940 for 
the year you are amending. Write "AMENDED 
RETURN" at the top of the form and file it with 
the Internal Revenue Service Center where you 
filed the original return. 

----I Specific Instructions 
All filers must complete Questions A, B, and 
Part I and must sign the return. I 

Use Part II if you paid contributions to only one 
state unemployment fund, you made all state, 
payments by the due date of Form 940, and all ". 
the FUTA wages are subject to the state's .. 
unemployment fund taxes. Otherwise, skip Part II I. 

and complete Parts III and V. 
Complete Part IV if your total tax for the year is 

more than $100. 

(Instructions continued on page 4.) I 



~ .. 
For~ 940 

epartment of the Treasury 
,ternal Revenue Service 

c I incorrect. ~ 
-make any 

necessary 
change. 

OP-rtON '~j) 
Employer's Annual Federal 

Unemployment (FUT A) Tax Return 
• For Paperwork Reduction Act Notice. see page 2. 

!Name (as distinguished from trade name) Calendar Year 

1985 
Trade name. If any Employer Identification number 

Address and liP code 

L 

OMS No. 1545-0028 

~®85 
T 
FF 
FD 
FP 

T 

Did you pay all required contributions to your state unemployment fund by the due date of Form 940? (If none required, check "No.") 0 Yes 0 No 
If you checked the "Yes" box, enter amount of contributions paid to your state unemployment fund. . • $ _______________________ --' ____ _ 

Are you required to pay contributions to only one state? . 0 Yes 0 No 
If you checked the "Yes" box, (1) Enter the name of the state where you are required to pay contributions. •• 
(2) Enter your state reporting number(s) as shown on state I ment tax return 

Total payments (including exempt payments) during the calendar year for services of emlplc)Y~~r-..:..-~--.:........:..---.:~.:.-.L.!.4,77777m 

Exempt payments. (Explain each exemption shown, attaching additional sheets 

necessary) !' _____________________________________________________________ _ 
2 

3 Paymen-ts -fa; -se;~ices -o-f -mo;e iha~ -i 7.Cf60. -Erite-r -only -the -e;c-ess -over -the -first -i7 ,C)CiO 
paid to individual employees not including exempt amounts shown on line 2. Do not use 
the state wage limitation . 3 

Total exempt payments (add lines 2 and 3) . 

Total taxable wages (subtract line 4 from line 1). (If any part is exempt from state contributions, see instructions) • 

Credit reduction for unrepaid advances to the states listed (by 2-letter Postal Service abbreviations). Enter the wages included on line 5 above for each state and 

.. multiply by the rate shown. (See the instructions,) 

(a) CT ____________ .x ,007 ____________ _ 
(b) IL _____________ x.009 ____________ _ 

~ (e) LA _____________ x006 ____________ _ 
(d) MN _____________ xOll ____________ _ 

7 

1.1 
2 Enter amount from Part I, line 7 . 

3 Total FUTA tax (add lines 1 and 2) . 

(e) OH _____________ x .008 ____________ _ 

(f) PA _____________ x ,009 ____________ _ 
(g) VT _____________ x .006 ____________ _ 

(h) WV _____________ x. 008 ____________ _ 

(i) PR 
(j) VI 

Less: Total FUTA tax deposited for the year, including any overpayment applied from a prior year (from your records) . 

MaXimum credit. Multiply the wages in Part I, line 5, by .054 . 
Enter the smaller of the amount In Part V, line 11, or Part III, line 2 

Enter amount from Part I, line 7 . 

Credit allowable (subtract line 4 from line 3) (If zero or less, enter 0.) 

Total FUTA tax (subtract line 5 from line 1). 

•• 

Less: Total FUTA tax deposited for the year, including any overpayment applied from a prior year (from your records) . 

•• 

perlury, I I have examined thiS return. Including accompanYing best 

Outside the United States 
_____________ x.006 ____________ _ 
_____________ x.012 ____________ _ 

complete. and that no part of any payment made to a state unemployment fund claimed as a credit was or IS to be deducted from the payments to employees. 

Signature. Title (Owner. etc) • Date. 

~ Form 940 (1985) 



Paperwork Reduction Act Notlce.-We ask for 
this information to carry out the Internal Revenue 
laws of the United States. We need it to ensure that 
taxpayers are complying with these laws and to 
allow us to figure and collect the right amount of 
tax. You are required to give us this information. 
Changes You Should Note for 1985.-The 
FUTA tax rate is now 6.2% charged on the 
$7,000 wage base. The maximum credit 
allowable against the tax for contributions to state 
(including Puerto Rico and the Virgin Islands) 
unemployment funds is now 5.4% of taxable 
FUTA wages. Noncash fringe benefits you provide 
may now be taxable. See Circular E, Publication 
15, Employer's Tax Guide, for details. 

The Service Center filing location for your state 
may have changed. See Where To File. 

General Instructions 
Purpose of Form.-Use this form for your 
annual FUTA tax report. Only the employer pays 
this tax. The gross tax rate is 6.2% (.062), 
charged on the first $7,000 of wages paid to each 
employee during 1985. 

Who Must File 

Household Employers.-You do not have to file 
this form unless you paid cash wages of $1,000 or 
more in any calendar quarter in 1984 or 1985 for 
household work in a private home, local college 
club, or a local chapter of a college fraternity or 
sorority. Note: See Publication 503. Child and 
Dependent Care Credit, and Employment Taxes 
for Household Employers, for more information. 

In General.-You must file this form if you were 
other than a household or agricultural employer 
during 1984 or 1985 and you (a) paid wages of 
$1,500 or more in any calendar quarter or (b) had 
one or more employees for some part of a day in 
any 20 different weeks. Count all regular, 
temporary, and part-time employees. A 
partnership should not count its partners. If there 
is a change in ownership or other transfer of 
business during the year, each employer who 
meets test (a) or (b) above must file. Neither 
should report wages paid by the other. 
Organizations described in section 501(c)(3) of 
the Internal Revenue Code do not have to file. 
Agricultural Employers.-You must file Form 
940 if either of the following applies to you: 

(1) You paid cash wages of $20.000 or more 
to farmworkers during any calendar quarter in 
1984 or 1985. 

(2) You employed 10 or more farmworkers 
during some part of a day (whether or not at the 
same time) for at least one day during any 20 
different weeks in 1984 or 1985. Count aliens 
admitted to the United States on a temporary 
basis to perform farmwork to determine if you 
meet either of the above tests. However, wages 
paid to these aliens are not subject to FUTA tax 
before 1986. 
Completing Form 940 
Employers Who Are Not Required To Deposit 
FUTA Tax.-If your total FUTA tax for 1985 is 
not more than $100, you do not have to deposit 
the tax. Make your FUTA tax payment when you 

file Form 940. If you do not have to deposit FUTA 
tax and you: 

(a) made all required payments to your state 
unemployment fund by the due date of Form 
940, 

(b) are required to make payments to the 
unemployment fund of only one state, and 

(c) paid wages subject to Federal 
unemployment tax that are also subject to 
state unemployment tax, 

complete Parts I and II. Otherwise, complete Parts 
I, III, andV. 
Employers Who Are Required To Deposit FUTA 
Tax.-If you meet tests (a), (b), and (c) above, 
complete Parts I, II, and IV. Otherwise, complete 
Parts I, III, IV, and V. 
If You Are Not Liable for FUTA Tax.-If you 
receive Form 940 and are not liable for FUTA tax 
for 1985, write "Not Liable" across the front and 
return it to IRS. If you will not have to file returns 
after this, write "Final" on the line above the 
signature line and sign the return. 
Due Date.-Form 940 for 1985 is due by 
January 31. 1986. However, if you made timely 
deposits in full payment of the tax due, your due 
date is February 10, 1986. 
Where To File.-

If your principal 
business. office or 

I,eney is located in: 

Alabama, Florida, Georgia. MISSISSIppI, 

South Carolina 

New Jersey, New York City and counties 
of Nassau, Rockland, Sulfolk. and 
Westchester 

New York (air other countieS), Connecticut. 
Maine. Massachusetts. Minnesota. New 
Hampshire, Rhode Island, Vermont 

illinoIS, Iowa. MISSOUri, WisconSin 

Delaware. District of COlumbia. 
Maryland. Pennsylvania, Puerto RICO, 
Virgin Islands 

Kentucky, Michigan, OhiO. 
West Virginia 

Kansas. lOUiSiana, New MexIco. 
Oklahoma. Texas 

Alaska. Arizona. California (counties of 
Alpine. Amador. Butte. Calaveras. Colusa. 
Contra Costa. Del Norte. EI DoradO. Glenn, 
Humboldt. lake, Lassen. Marin. MendOCino, 
Modoc. Napa, Nevada. Placer. Plumas. 
Sacramento. San JoaqUIn. Shasta. Sierra. 
SiskiYOU. Solano. Sonoma. Sutter. Tehama. 
Trinity. Yolo. and Yuba). Colorado Idaho. 
Montana. Nebraska. Nevada. North Dakota. 
Oregon, South Dakota. Utah. Washongton, 
Wyoming 

California (all other counties). HawaII 

Arkansas. Indiana, North Caroltna, 
Tennessee. Virginia 

File with the 
Internal Revenue 
Service Center at: 

Atlanta.GA 31101 

HoltSVille, NY 00501 

Ando«r, MA 0550 I 

Kansas City, MO 64999 

Philadelphia, PA 19255 

Austin, TX 73301 

Ogden, UT 84201 

Fresno, CA 93888 

MemphIS, TN 37501 

If you have no legal reSidence or prinCipal place of 
business In any IRS dlStroCt, file With the Internal Revenue 
Service Center. Philadelphia, PA 19255. 

Employer's Name, Address. and Identification 
Number.-Use the preaddressed Form 940 
mailed to you, If you must use a nonpreaddressed 
form, type or print your name, trade name, 
address, and employer identification number on it. 

See Publication 583. Information for Business 
Taxpayers, for details on how to make tax 
deposits, file a return. etc., If these are due before 
you receive your number, 

Penalties and Interest.-Avoid penalties and 
interest by making tax deposits when due and 
filing a correct return and paying the proper I 
amount of tax when due, The law provides 
penalties for late deposits and late filing unless 
you show reasonable cause for the delay. If you 
file late, attach an explanation to the return. The I 
law also provides a penalty of 25% of the 
overstatement if, without reasonable cause, you 
overstate the amount you deposited. 

There are also penalties for willful failure to 
pay tax, keep records, make returns, and for filing I 
false or fraudulent returns. 

Credit for Contributions Paid Into State 
Funds.-You can claim credit for amounts you 
pay into a certified state (including Puerto Rico I 
and the Virgin Islands) unemployment fund by the 
due date of Form 940. 

"Contributions" are payments that state law 
requires you to make to an unemployment fund 
because you are an employer. These payments 
are "contributions" only to the extent that they 
are not deducted or deductible from the 
employees' pay. 

I 
You may not take credit for voluntary i 

payments or for penalties or interest payments t~J 
a state, Nor may you take credit for any special ,.. 
assessment, surtax, surcharge. etc. by the state 
for paying interest on unrepaid Title XII loans from 
the Federal Government. I 

If you have been granted an experience rate 
lower than 5.4% (.054) by a state for the whole or 
part of the year, you are entitled to an additional 
credit. This credit is equal to the difference 
between actual payments and the amount you 
would have been required to pay at 5.4%, 

The total credit allowable may not be more 
than 5.4% of taxable FUTA wages, 

I 
Special Credit for Successor Employers.-If YOUI 
are claiming special credit as a successor 
employer. see Code section 3302(e) or Circular E, 
for the conditions you must meet. 

Amended Returns.-If you are amending a I 
previously filed return, complete a new Form 940,' 
using the amounts that should have been used on 
the original return, and sign the return. Attach a 
statement explaining why you are filing an 
amended return, Be sure to use a Form 940 for 
the year you are amending. Write "AMENDED 
RETURN" at the top of the form and file it with 
the Internal Revenue Service Center where you 
filed the original return. 

I 
------1 
Specific Instructions 
All filers must complete Questions A. B. and 
Part I and must sign the return. I 

Use Part II if you paid contributions to only on 
state unemployment fund, you made all state. . 
payments by the due date of Form 940. and al: ... ~. 
the FUTA wages are subject to the state's .., 
unemployment fund taxes. Otherwise, skip Part III 
and complete Parts III and V. 

Complete Part IV if your total tax for the year is 
more than $100. 

(Instructions continued on page 4) I 



Department of the Treasury 

Qp{IDt0 ~ 
Employer's Annual Federal 

Unemployment (FUTA) Tax Return 
OMS No. 1545·0028 

~®85 Internal Revenue Service .. For Paperwork Reduction Act Notice, see page 2. 

-------------~--------------------------------------------------------~-----------
Calendar Year 

1985 
Employer identification number 

[g~[¥)[L@W[gffil9@ 

©@[¥)W 
A Did you pay ail required contributions to your state unemployment fund by the due date of Form 940? (If none required, check "No.") . . 0 Yes 0 No ... If you checked the "Yes" box, enter amount of contributions paid to your state unemployment fund. . .. $ I 

Are you required to pay contributions to only one state? - - - - • - - - - - - - -. - tj" y~~ -[j --N~-B 

If you checked the "Yes" box, (1) Enter the name of the state where you are required to pay contributions. 
(2) Enter your state reporting number(s) as shown on state unemployment tax return . 

1 / Total payments (including exempt payments) during the calendar year for services of em 

2 Exempt payments. (Explain each exemption shown, attaching additional sheets 
.. necessary)~ _____________________________________________________________ _ 

3 .. 
4 

PayiTien-ts -for ser~ices of -more than -ii,QOO''-Eriii!r -cinly -the -excess -civer -the-first -ii ,00'0 
paid to individual employees not including exempt amounts shown on line 2. Do not use 
the state wage limitation . 

Total exempt payments (add lines 2 and 3) . 

2 

3 

5 Total taxable wages (subtract line 4 from line 1). (If any part is exempt from state contributions, see instructions) .. 

6 Credit reduction for unrepaid advances to the states listed (by 2·letter Postal Service abbreviations). Enter the wages included on line 5 above for each state and 

.. multiply by the rate shown. (~ee the instructions.) 

(a) CT _____________ x.007 ____________ _ (e) OH _____________ x .008 ___________ __ Outside the United States 
(b) IL ____________ .x .009 ____________ _ (f) PA _____________ x .009 ____ .. _____ __ (i) PR _____________ x.OO6 ____________ _ 

....., (t) LA _____________ x.006 ____________ _ (I) VT _____________ x .006 ____________ _ (j) VI _____________ x.012 ____________ _ 
(d) MN _____________ x .011 ____________ _ (h) WV _____________ x. 008 ____ .. _____ __ 

Enter amount from Part I, line 7 . 

Total FUTA tax (add lines 1 and 2) . 

Less: Total FUTA tax deposited for the year, including any overpayment applied from a prior year (from your records) . ... 
_~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~L-

1 

2 Maximum credit. Multiply the wages in Part I, line 5. by .054 . 

. 3 Enter the smailer of the amount in Part V, line 11, or Part ill, line 2 

.. 4 Enter amount from Part I, line 7 . 

5 Credit allowable (subtract line 4 from line 3) (If zero or less, enter 0.) 

6 Total FUTA tax (subtract line 5 from line 1). 

Less: Total FUTA tax deposited for the year. including any overpayment applied from a prior year (from your records). 

IV instructions). Pay to IRS . . .. 

.. 

.., Keep This Copy for Your Records-You must keep this copy and a copy of 
'ch related schedule or statement for a period of 4 years after the date the tax 

\o....idue or paid, whichever is later. These copies must be available for inspection 
DY the Internal Reyenue Service. 

-

For More Information-See Circular E and Publication 539, Employment 
Taxes, for more information. Household employers should see Publication 503. 



Form 340(1985) 

Name 
of 

state 

OP1'IOJJ L " " Page 4 I 

Part I.-Computation of Taxable Wages 
and Credit Reduction 

~~~~~~~~~~~~~~~~~-I 
rate. This adjustment increases the FUTA tax by Taxpayers who willfully claim credit for 

Line I-Total payments.-Enter the total 
payments you made to employees during the 
calendar year, even if they are not taxable. 
Include salaries, wages, commissions, fees, 
bonuses, vacation allowances, amounts paid to 
temporary or part·time employees, and the value 
of goods, lodging, food, clothing, and noncash 
fringe benefits. Enter the amount before any 
deductions. 

How the payments are made is not important 
in determining if they are wages. Thus, you may 
pay wages for piecework or as a percentage of 
profits, and you may pay wages hourly, daily, 
weekly, monthly, or yearly. You may pay wages in 
cash or some other way, such as goods, lodging, 
food, or clothing. For items other than cash, use 
the fair market value at the time of payment. 
Line 2-Exempt payments.-"Wages" and 
"employment" as defined for FUTA purposes do 
not include every payment and every kind of service 
an employee may perform. In general, payments 
excluded from wages and payments for services 
excepted from employment are not subject to tax. 
You may deduct these payments from total 
payments only if you explain them on line 2. 

Enter such items as the following: 
(1) Agricultural labor, if you (a) did not pay 

cash wages of $20,000 or more for such labor for 
any calendar quarter in 1984 or 1985 AND did 
not employ 10 or more farmworkers during any 
part of a day during any 20 different weeks in 
1984 or 1985 or (b) paid wages to aliens 
admitted to the United States on a temporary 
basIs to perform farmwork before 1986. 

(2) Benefit payments for sickness or injury 
under a worker's compensation law. 

(3) Household service if you did not pay cash 
wages of $1,000 or more in any calendar quarter 
in 1984 and 1985. 

(4) Certain family employment. 
(5) Certain fishing activities. 
(6) Noncash payments for farm work or 

household services in a private home that are 
included on line 1. Only cash wages to these 
workers are taxable. 

(7) Value of certain meals and lodging. 
(8) Any other exempt service or pay. 
For more information, see Circular E. 

Line 3.-Enter the total amounts of more than 
$7,000 you paid each employee. For example, if 
you have 10 employees to whom you paid $8,000 
each during the year, enter $80,000 on line 1 and 
$10,000 on line 3. The $7,000 wage limitation is 
for FUTA purposes only. Do not use the state 
wage limitation for this entry. 
line 5-Total taxable wages.-If any part of 
these wages is exempt from state unemployment 
taxes, you must fill out Parts III and V, even if you 
checked "Yes" on questions A and B. 
Line 6.-Enter any wages included on line 5 
subject to the unemployment compensation laws 
of the states listed. (If in doubt, ask your local IRS 
office.) Multiply the wages by the appropri;!h' 

the amount shown on line 7, by reducing the deposits not made are subject to fines and other 
credit otherwise allowable against the FUTA tax criminal penalties. 
for contributions made to state unemployment Part V.-Computation of Tentative 
funds. (However, the increase cannot be more . 
than the credit otherwise allowable.) Note: The Credit 

I 
sum of the wages shown on line 6 cannot exceed Complete this schedule if: (1) You made 
the total taxable wages shown on line 5. If no payments to the unemployment fund of more I 
wages are subject, enter "none" on line 7. than one state; (2) You did not make al: . ')ur state 
Part 11.-Tax Due or Refund payments by the due date of Form 940 Jr (3) Any 

wages subject to FUTA tax were exempted from 
Use this part only if you checked "Yes" for both state unemployment taxes. If you have a state 
questions A and B on page 1, and all your wages experience rate lower than 5,4% for all or part of I 
shown on line 5 of Part I are subject to the state's the year, use columns 1 throogh 9. If you have no 
unemployment fund taxes. The tax rate of .008 experience rate, use columns '1,2,3, and 9 only. 
gives you credit for your payments to your state's If you have a rate of 5.4% or higher, use columns 
unemployment fund. 1,2,3,4,5, and 9 only. If you were granted an 
Part ilL-Tax Due or Refund experience rate for only part of the year or the I 
Use this part if you do not qualify for Part II. rate was changed during the year, enter in the 
line 3.-Enter the smaller of (1) Part V, appropriate column's the period each separate 
linel1-Total tentative credit, or (2) Part III, line rate applied to, your payroll rate, and required 
2-5.4% of taxable FUTA wages. This is the contributions for each period. I 
maximum credit allowable for your payments to Column I.-Enter the name of the state(s) 
the state unemployment fund. (including Puerto Rico and the Virgin Islands) that 
line 4.-Enter the amount from Part I, line 7. you were required to pay contributions to. 
Subtract thiS amount from Part III, line 3. The Column 2.-Enter the state reporting number 
result on line 5 is your allowable credit for that was assigned to you when you registered a~ 
payments to the state. an employer with each state. .-..... 
Part IV.-Record of Federal Tax liability Column 3.-Enter the taxable payroll on which 
Complete this part if your total tax (Part II, line 3 you must pay taxes to the unemployment fund of 
or Part III, line 6) is over $100. To figure your each state in column 1. If your experience rate is I 
FUTA tax liability for each of the first 3 quarters zero, enter the amount of wages that you would 
of 1985. multiply by .008 that part of the first have had to pay on if the rate had not been granted. 
$7,000 of each employee's annual wages you Columns 4 and 5.-Your state experience rate is 
paid during the quarter. Enter this amount under the rate at which the state taxes your payroll for I 
that quarter. state unemployment purposes. This rate may be ' 

Your liability for the 4th quarter is the total adjusted from time to time based on your 
tax (Part II, line 3 or Part III, line 6) minus your "experience" with the state fund, that is, 
liability for the first 3 quarters of the year. If unemployment compensation paid to your former 
this plus any undeposited amount from earlier employees and other factors. If you do not know I 
quarters is over $100, deposit the entire amount your rate, contact your state unemployment 
by January 31 in a qualified depositary. If it is security agency. 
$100 or less, you can either make a deposit or Column 8.-Subtract column 7 from column 6. If 
pay it with your Form 940 by January 31. zero or less, enter "0." 

The total liability must equal your total tax. Column 9.-Enter contributions actually paid I' 
Otherwise you may be charged a failure to deposit into the state fund by the due date of Form 940. 
penalty figured on your average liability. Do not include any special assessments, surtaxes, 

If the amount subject to deposit (plus any surcharges, etc., used by the state to pay interest 
undeposited amount of $100 or less for any on unrepaid advances from the Federal I 
earlier quarter) is more than $100, deposit it by Government. 
the last day of the first month following the close line ll.-Add line 10, columns 8 and 9. The 
of the quarter. allowable credit for state contributions you make 

If you deposited the correct amounts, after the due date (or extended due date) for filing 
follOWing these rules, the balance due with Form Form 940 may not be more than 90% of the I 
940 will never be more than $100. credit that would have been allowed if you had 

Deposit FUTA tax in an authorized financial paid the state contributions by the due date. For 
institution or the Federal Reserve Bank for your example, if $1,500 of state contributions were 
area. To avoid a pOSSible penalty, do not mail paid on time, and $1,000 was paid after the due 
depOSits directly to IRS. Records of your deposits date for filing Form 940, the total tentative credit I 
will be sent to IRS for crediting to your business on line 11 (assuming no additional credit (column 
accounts. 8» would be $2,400 ($1,500 + $900 (90% of '" 

You must use a Form 8109. Federal Tax $1;(00». 
Deposit Coupon, when making each tax deposit. Note: If you are receiving additional credit I 
IRS will send you a book of deposit coupons when (column 8) because your state experience rate is 
you apply for an employer identification number. less than 5.4%, the additional credit is not subject 
Follow the instructions in the coupon book. to the 90% limitation. 

~ u. S. COVERNMENT PRINTINC OFFICE: 1985·463·055 I 
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17) Paq. 39, ~i'~ 16 
, ,~l.l c'W li.9 • ~ t:. ,u .. :' i,!" 
!H;i,~rt. t .,. C/~ 1 i.(;~n""t;·tl ,,; ~ <lU ~,(.~.;) l.ldl.t:~t. ":ep'" esent.t;il ti t,,,,., uudl'u: 

3J-lO-l.U. t.hrough 33-30-31)"' 

1 S) P:il4J0 41, 1... t::,Cii 13 tn.;::-aUflh i 5 
t'<.i.U.uw1n9 ~ "(.;.::q.uni'!.at.1os;lil 0:1 j.ii1<.l 13 
Strik.e: t.n{l;: .n}~4i~d~r Of li:'l;Ji;l 1), lirt.t& 14 in it.s ~nt;irGt.y 

d.u1 111\4£ 15 throuqft '"rran.gaac!nt~" 

~9) P~ge 43, liLQ ~5 
rolllJWi~9 t .. t "'t.,Ct.lr)n] j 
!ni5,~rt: "ol.,r,d ?t'cv!.dt;:'d th4t.· jlUGSl ,-:-}~r£\ti{)n i'1dv~t"aClly .. ft~t.. 

the hu~14:.h ::o~int.ArU.\.OC0 ,,')C'-ganiztil.t.ionta iihillty to 
?.ro· ... i:l¢ Wntt[~t,J. 4l.;.d ':-.pC!l1t(lt u;id-ilr t.hw ~p?llc&t.1.OA 
ilpp"ovt:,d by t~;: ;;;c!mm.i'l'!!<.i.om'lr'" 

~O) ~a9~ 47, li~E 21 
Strike~ ·qu~l~ti~ 

!~~(.;rt: ";;'Il.atl.:.hilit.:', ..... ..;,;:>:,:z~ibilil./I -'dG ;;;';..~t.iutlit'l" 

~l. Paqe 4'~ 11n~ 9 
FQllGllfiw~: "$::5'" 
r fiS4Ct. : :,it , 

(d) ;'(iIr .e..t.;.~a.~l .~i;)j:'~t il1U;l,tA:.!:Jti <;:: ct.\::-t.l t iG.at"~0 -.:)l. 

~U~hprltJ. ~lOOQ 

~2) Pa9~ 4', lia~~ :0 ~~d ~l 
f'.;;tllovl.:li; "1.,,,:r-'3'a~-: <> 4"~" lin..:. :;0 
SuiU • . u.a r_~i)}d~;r {.;f :in~J: 20 c:i!l~d l41-,C ::1 l.H !.~~!l 

..-U.t.1 
Ia .... '··'·1IhIca f~~~ ilt';,j ;~'L.~tut~!rtly !lPk)roJ?rl..\t.~d t;:, <:nlOl 
~Bt: <,f: fHhllth <I~ 'pr-:w;;'dad i~ 1 'l·~1"-5(J~." 

"':ll l-~.1U1.c an,. l.:;'~'i'!: ~ 
'~llcwin,: ~l~~ 5 
.:llM~rt~ "'St;Cf~i':;'j; 30. Sec';:'lo;'l 11'~7-502. ~.CA, is <llJt..:::.d.\.;.~ ,!('\ 

re:ad: 

STATE PUB. CO. 
Chairman. 

Helena, Mont. 



SDA'l& ULL ao. lSl 
.'BC3 26 .7 

······ •• · ... ···01"··'·······························19 ........... . 

·~'-5.2. St"tut.or~~ ,\ppropr.i.. ... timur. -- d.finit i~.H~ -­
~.lt •• fur vAlidit.y. (1) A ~ta.t:t1~orj· app:toprl~­
t!.on 1$ .an .11pprcpr iatil.)n .·.Mi. OJ' ~r:JUi\il\'iiU\t i6.V ttLit. 
3ucnor i lt~~~p&nc.unq lJ'.I QI. ilt.attl ~9~n;.;y wi thCtBt. the need 
ivr t;;, 'bicn:d.:al 1~qi.!!J1At.ivC$ app.ropri4tion or budqot 
<f.aitUcs:ul!n t. • 
U.) ~~~pt. fUi provided. in ~\lb.:a(;t.Lo.u (4) I to tMt 
~f!~ct.h~J /I ... ~t."'t.utc:1 8.ppropriatioll ::Just ceaply with 
bot.h ;.)f ;'h.~ t.;;11ov1.;'1>J provbnQnw t 
lei' -rhe l..,.w co.('.tainint) tne ~t.tut.!:t:r'( Atltftoritj ." ... t.. U~ 
li6.l':ua if:' ~ubstt:ctic.n ill. 
(ttl Tb"~ l.~. ,";jl; ?ort.i.;)~ ot U1S 11.\" aaking a fltutll'tO&;t 
.'.l1i)prcpr-i..l'tic.n 3U3t. .zp~citic<.lllf ~ta.te th.t ..}. stat"t.ory 
Approp'ri.a~_ivn i .. .ad", .... 4 provldf!Jd in t.hi~ suet-i.oa. 
(.3) The !(illo·ylr;«j i~Vd J!r~ the o4l1 laws cOBtA.i.:U.at' 
:;"tt.:lt.utory tipprt;:pr i.t.iotllC 1 
(a) 2-9-:d)l, 
(b) ';-17-105 J 
(e) 1-1i-Slll 
(<1) 10--3-203, 
(~) 10-3-312, 
(f) HJ-)-Ji4, 
t91 10-4-101; 
(h) 1)-37-304, 
{ i) 1 S·~ 11-1 O.! 1 
(j) 15~l6-11:; 
(k) 15 .. 10~i&.tJ 
(1) 16-1-404, 
'11l) l6-1-419, 
("') Hi-1-41l; 
to) 17-1-21.:,{, 
(p) 17-5-404, 
(q) 11-S-424: 
(1:) 17-5-804 r 
{e} 1'-1-5&4, 
t t) 1'-'-102 
",,1 1t-I-100 1, 
C.) 1'-10-:05, 
"'. 1'-10-3415, «*l'. IJ-l0-S06, 
C71 If-ll-S1#~1 
(z) 19-11-511; 
'~H") 19-11·-,t;o, 
(Ub) 19-12-301, 
(.;:c) t'-11~'604, 
(ddJ 10--6:-406, 

STATE PUB. CO. Chairman. 
Helena, Mont. 



.... 20-1-1l1; 
(tt) 23-5-61 :ll 
tl~tj_~!~~?-oZ;L.l7J.i 
(hh)t n.t.tctl;')::~ ::; 211 
'(Tl) , . i7~· 51-:'501"i'-
OJ) 51-14-2"6, 
(kk) 15-1-1101; 
(11) 75-7~3{iS, 

{1V1 J i 0 - ;;; "- 10 1 ~ 
(an) ao-;:,-;u~J 
(o·:)) 90-3-30 1 ~ 
(pp) ~G-3-lf,}:::J 
(qq) 90-15-103 J ~!~d 

S.lOlAft BILL HO. ) 53 
K.aca 26 87 ···.····p ...... S ... O!.·., .............................. 19 ........... . 

C~E' 500. 13~ H~ a61~ L. ItaS. 
'41 TZlt;.;=e .!.:l 4 :'!i t.tutor:t apprept" i~t:.irm to pAy t.H 

>'1: in;;: 1p'!1, l.:lt.ar~"i~t, preaiUliil$, Jix!d eo.t.. ot 
i,.:tuil'4g .. Pi"ii.'fH~9, ~l~d &,acurhHI ~il bC);'lu$, not •• , or 
otntl r: ri,~Dli(j~t h:lrH~, "U du~ I tha!. bavQ b4un ... t.hor­
i ~iG:~ <3;J;d l.bt;UtN:l pur$u.!Ut~ to t.Oii;! llAw;S o! lCOAt&na. 
A~Qnt;!itu'\' t.hdt hli'l~. ~fi-:EH<:1d IJ.t.O aqr~~Dt ••• thCir­
l.:!<r:}d 'tIj tj).(t l~wa n! M:~:mt<in.a tu pi.\y the _tat.. 
t.rt"nsurer I f:tJC d~P(i;$l. t i.~ ~C'cordan(-:,e with 17-2-101 
t.n.rQu;q~ l1~'2-107 ~ .;;l.& d~t.~ndaeO by t.he state 
t::tl~<lIurlii'!'~ ~a aIllou .. lt. ;&U~:l1;i,,:;t to ?1ilI~1 th'" .')}:itH~i­
pal ";,I.d ... ~~tcr~)l!t: da du!& Qn tJ':.,; bonds Qr riot-ail b<w·~ 

{l.t.'St.utt.'ry :;:;PP.l:·~;)p.r ia tion oii.Ut::;l')l·~ ~ ',' f.1'~: iU1C'a i?061'­
AflntG." 

a(\n~z ~ ~ubti(equ~t~ t :;,a,..;t i •. HUiJ;; 

STATE PUB. CO. Chairman. 
Helena, Mont. 



S¥"Aft BILL 50. 3S3 
MaaCH 2' 87 ...........•• ' •... 6 ... i!IiI ... , .......................... 19 ........... . 

SB 353 - flLt1E COPY 

~ AS POLL01fSI 
1) Pa.'ie 2 
S t.r H: "! : 1 i n':l ft , t.hri,)uq h 14 in t.Ae ir 6l'l t 1.:r i"J t.t 
:1l~e.rt, 'f Any .r-ulu rU'(;l&Ulg-at.ed bJ th~ Ct:)_t~a..1.0l\~.t' in r<'!9a.n1 

to' ..ltlvls:':cr~' ot.~ ... rd1i ~;d he~l d\ .~i.nt.en..1nce vrs~'!ni:tations 
sv..:.t requlru ~h.e ra~1tIbo:-anip ot tt\09Q ~dlli:aory bQa,l"C$ to 
lftu.l.t:idL;:'iplin • .u::l ~i9'pr#'!~3nt4ti"e$.'" 

............................................................. ··· .. ······ .. ·c·h~i~·,;;·~~:···· .. ··· 
STATE PUB. CO. 

Helena, Mont. 



STANDING COMMITTEE REPORT D3 T..E'2;~. <67 

___ ~_:a_r_c_h_2_6 __ H_a_S_8_~:~7 ---

Mr. Speaker: We, the committee on ______ B_TJ_S_nm __ S_S_A_ND __ t.A_BO~R _________ _ 

report ________________ S_~_K_.~_~ __ n_l_LL __ no __ • __ l~1~5~ ______________ _ 

o do pass i!J be concurred in CJ as amended 
o do not pass o be not concurred in o statement of intent attached 

2. Title, paq~ 2, lin~ 10. 
Followinqt ·X~t~ 
Insert t ·~»nm CKR1'A'N PROVIS IONS RETROACTIVE,· 

3. Paqe 11, line 25. 
Strik*l: ·or'" 
Inaert: ... , .. 
Pollowinql -lodqinq« 
Insert: ~, rAct, or hcu8inq~ 

4. P4rye 12, line 1. 
5t.rik~: .. I '!'t 

Insert' ~4nd is­
Pollowinq: "'on" 
Strike: "the­
Insert: "'it.'" 
Str1.k~t "'nf thew on 11ne 1 thro~9'b "'houslnq"" on Ii!!e 2 

s. Page 14, lin. 20. 
StriKe: w __ criminal penalty· 

1. Paq. 16, 11nea 7 and 8. 
Strike: -Aa on line 7 throuqb ~A~ on line 8 
Insertt ·Upon motion of a party, theW 

Glaser will ~ponsor 

reading copy ( 
BLOE 

color 

Chairman 



,. Paq. 16, li~~ 13. 
Strike, tt (6) 'It 

Insert! \ltd) 

10. ~aqe 32, line 3. 
Strike I -39-11-61" 
Insertt ~3'-71-611-

11. Pa~e 32, line 11. 
S~rilco: .. ! fll 
Ir.~e.rtt ~hen" 

12. Paqe 32, line 14. 
Striket -new hires-
In •• rtl "other "pplicants" 

11. P&ge 32, line IS. 
StrUt.ez "wlt!lln ~uch ~-YC"4r p~r1od" 
Strike: ":" 

14. Pa94! 32, line lS .. 
Strikef t1 (a) 

15. Page 32, line. 17 throuqb l~. 

SEHA'rE BILL !to. 115 
March 26, !'87 
Paqa 2 of 7 

Strike: ., and- O~ lin .. 17 throuqb ·~pplieant.· on lina 19 

16. Paqe 33, line 4. 
Strike: *injuries producinq" 

17. Paqe J~, line 17. 
Followinq: line 16 
Insertt lYon" 

18. Paqe 
Follow 
Strikes 
In •• n. 

line 17. 
• 

19 ..... M.,. l1ae •• 
Strike: -injuries causing­
Insert. ·permanent-

20. 'a9. 3', line 5. 
Pollow1nq: -disability· 
Inaert: --- ispalrmp.nt awards and waqe 3uppleaent.-



". P.~. J!f line 20. 
3trlk~~ ~aube~ction.· 
In9@l"tf "iubseet'"iofii>' 
Strike, "~!1d _ (2) " 

23. Pag .. 39, line 14. 
1"0110v1:1q: "'of" 
;t; tr ike: ~nf!l" 
Insert, .. tb@ .. 

24. Paqe 19, lir.~ 15. 
Follov1nflf "'dirqct" 
StrUuu 'lta~ 

I!llU!t't t -thp-

25. Paqe 3', lin@ 23. 
Striker "10· 
InSfitrt! "30· 

26. P4qe 40, 11~~ 25. 
Strik.f ~a worker.'· 
Insert t '1 the" 

'-,. ?aqe 41, lin~ 1. 
~ollowiftqJ ·sube.ction~ 
In:sartt it (3) (1:.) (1) or­
Follov1n9: .. (l) (b) (1U It 

Strike: "or (3) (b) fil1)· 

29. PllCJe! "1, line ". 
P'oll()v1n<J: ""subsection" 
Strik!!tt "(3) fb, (11U" 
tnsertf If (3) (h) fit)· 

29. Page 41, line 14. 
rollow1"t -•• ric •• -
In.ert' --- ... acbedal •• and hospital rat •• ~ 

30. P .... 2, 11ae 21. 
Followir~t ·ga~aarz· 
Ina.rtf -1,· 

SEMAT2 3XLL NO. lIS 
Pa9. 3 of 1 



.". 

31 ......... 11_ 2. 
Pollowin?J -Januarv· 

--,--~ Insert tll 1 , ~ 

32. ?aqe 44, line 7. 
rollmriw;r: -total" 
!:\sfJrt: OIdisabilfty" 

3l. Paq. 45, line 1~. 
Striket ~2~:~~=lL~s 

34. 'aq •• ', line 4. 
F'ollovlnql "fu\4-
S t r lke :!t 1 '-7r= 116 ~ ... 
35. ~aqe 46, line ,. 
rollovinq: "'waqe· 
Insert: -at the tla.. of injar19 

31. Page 49, li~G 2. 
St.:-!k. f -and" 
!n! ... ~rt: ",!It 

39. Paq •• " li~. 3. 
rollowinqe ·pavment.· 
Insertf ., ~nd luap-snm advance payments· 

1'. Paqe 52, line 1'. 
Pollovinq: ·~gFee· 
!nsart~ -to a settl..ent-

40. Pave 51. 
Str1.bt1 
Insert. 

41 ..... U. 1 .... 19. 
Strite: ·.BLIASES· 
Insert, "RBL.As~ 

42. Paqe 54, line 11. 
FQllowinq: ~all luaE=.ua~ 
Insert: aadvane.'" -"-

SE~TB BILL NO. llS 
Paqe " of 7 



43 ...... e, 11 .. 15. 
Pollowtnqt ·lu.2:~ua· 
Insert: ·~~vanc.w 

.4. Paq. 54, line 16. 
~ollowin9; -lum~-.u.· 
Inaort: • advance----

45. ?aqe S4, 11~~ ~5. 
Strike: ·aec1dent~ 
Insert!. ·'1nj\1r?-

4~. Paqa 55, line 2. 
Striu! ~aceident" 
Insert: "'il1jury"-

41. Paqe ", lin~ 3. 
Strike: ·Q.rviC~8· 
In~ert: -appo_l.-

49. Paqe 67# line is. 
St.rikes '"~d· 
Inserts -.and'" 

~9. PAqo 6S t lin~ 13. 
P'ollowinq: "d'" 
Insert: -total of­
Follovinq: ~S.,OOO· 
Strike, "total" 

50. Paqe 59, line 11. 
Strikes qand-
!:'lsert: lIbut'" 

52 ..... ,.""11 .. 1. 
Followin,: ·provi4er" 

SERA~ ~ILL ~. 115 
.aq. 5 of 7 

of 80cl.-1 and 

In.ert, -the department of ~~clal and rebabl1it.~ioft 
services-

53. P&,8 70, lin. 25. 
Pol low1Dq I lina 24 
In.erts -r.h&bl11tation­
Strite, Sunder tbis p4rt W 

~ 



,,' 

55. Page 72, linft 13. 
Pollowln9! -.ecurlty· 
!nae~tl ·provldad for in ~ub~eet1on (~). 

56. Paqe to, line 24. 
serike: --- 11~lt~tioQ~ 

~7. Paqe 32, line '. 
Following; ·or" 
In •• rt: -by-

SI. P4qe 33, 11n~ 16. 
Strike: "as define.d in· 
Insert: ~;-daftaqe,or-d4ath a. a~t forth in-

59. paqe 8), linq 17. 
Strik~: «but wbieh~ 
Ir.sertt ~indv-----

'0. Paqe 83, lifte 19. 
Strike: "1R It 

61. P5CJe 84 .. line'S. 
Strlkel ~(S10 S32-
Insert: W(S102)· 

62. Paqe 86, line 9. 
Strike: "and" 
Insf)rt.s "or· 

63. Paq. 'I, lia. 19. 
Followlnqt -39-71-122,· 
In..rt. ·3,.71-).',· 

~l.~ ... _~ ... ..,. :s.1.5 
Paq. 6 of 7 

'4 ....... ":':'.,. .•.. U U .. I. 
ro~~U-1 
InMrt, -'" ~lon. 8 and 52 thrc\lqh 57 are intended 

to be eodl'fied as all inteqral part of Title 39, chapter 
71, ADd the provisions of Title 39, ebapter 71, apply 
to •• etlan. 8 and 52 through 57.-



65 ••• qe .'r 11 ... , throuqb 11. 

SlPtA'n !In.t, ~. 315 
P.,. 1 ot 7 

Strike: -~.~ en line' throuqh ~d1sputea· on line 11 
Inaertf 1Sections e and 52 tbrouqb 57· 
Follovinq: ~~pply" 
Insert! -retroActively, witbin th~ ~anlnq of 1-2-109,' 

66. Paqe 91, li~e 12. 
~ollavi~q! ~oeeurren~e.~ 

InA~rt: ~W1th re~poct to rphabl11toti~n dlsput~8. s.cttone 
tt, ell'll} 52 t:hr~·.19h 57 3p~ly retroactiV'~ly, within th~ 
!1!ean1n9 !}! 1-2-109, tJnle«. the division had 
juris4iction nv~r th~ di.~ute und.r th~ law in .fteet 
at the ti~ of illjury." 

61. Paq@ 9l, lines 13 though 20. 
Str1ta: $ubsef:tion (:l) i:'1 its ~ntirf!t., 

l!U 4.-£11 E *,1 



EXHIBiT ____ _ 

STANDING COMMITTEE REPORT DATE ·3 -~~ 
H;3 S.z . .3y 

__ .JlarcA ___ 2_' _____ 19 11 

Mr. Speaker: We, U.~qmmitteeon _____ ~90~S~r~.~B~S~S___.:U~£)~I..A~BO~R~ _______ _ 
"l:'> .:.:~ ~:~' ~ 

",~,:~ SEIA.,!! BILL YO. 34 
report ____ ----"'4 .... "':::.----------------------------

o do pass ~ be concurred in o as amended 
o do not pass o be not concurred in o statement of intent attached 

Chairman 

;r) 
: llep. araD4evle vill.sponsor 
~. 

TBIllD SLUB 
______ reading copy (_------:-__ 

color 



t .. 

EXHIB:T _____ _ 

STANDING COMMITTEE REPORT DATE ....> *.;( , 

HB ..3~S 
26 19 87 

Mr. Speaker: We, the~ommittee on ______ BU_S_INUS_~_,, ___ AH_D_LABO'_______· _il __________ _ 

report ________ ·_-_A_1'E __ B_I_LL __ 3_'_S ___________ ------

o do pass ~ be concurred in ~ as amended 
o do not pass o be not concurred in i!i statement of intent attached 

Chairman 

1) fage S, !i~~ 20 thLougb ~8ge i, lin~ 11 
r. .. ...:;1~.~'fJiL.;3: ~ ( .. ~) 'J ;~"~t ?i-~\j~~ 9 I" 1.L;~~.fJ. 20 
;~a.L-;'k.~! ~ tl1... ~-O!'l;,il.f.d"J!.",;..:: lin"", :;Othrou~Jll line 11 vn p,a,<l '} 
lr. ,;>or t;. t'?L' ('·,d.de;; ,~~~;PA t 1"(~ilt <~'1!:~ to i 11 0J" i ~ J urf.id pers.oc. 

£)l:icr t.(~ Lh;.;ir. t.l',l..·,e~ot'·l;;.tic~ to a ho __ pit.al or 
y;.;,;v,ide~ L:\.->td'" i,;;:;~t J',>?:d:.~a.l ";;':'1Ire t;..u ~r$on •• eedJ •• tl9 
ttE~t. c.'3:/r'~'· f..:-:.~' ;. .. i)~r iz-d ~>l :no l;;:';lhie;(' t;;"4n " hocarli, 
to} ,::~::ht::r i~J ~fjc",t\.:d i;, ... ccunt~:' wi!:b .fewer t.lutn 
!-~ix ;:",,::iiid;";;,lt:.'j pil'J: :,;qu .... l:e ~il.f} os: l~ 1..Jc4t.eci aore 
t_h&f< 35 :-oHd !lailc:; ;;:,,~ tile :lCoorewt. h01lpital.· 

.l) P.;'::.ge 16, llf'lU ~6 t.h .... ough ?~9C 11. 1 LH/t 7 
Y(Jil .. ,iwi;;.rj! ~ (:..1) \ r:~i. i:,)·;tj~: :6~ 2J..i,i;~ 16 
St..: Ute; t.L.l!} l'~HnaL~(h;.r :_,! 1 L~;;'! 1.6 t.h.i:'cu~tl lin.), '7 un £'..:19'" 17 
i~9Grt: Apr~vide. i~phti.at ~~r~ ~o il~ ~r 1njuLud ~.r~~~s 

tir~vJ.'" tJ~ t~J(?~t 't.r~IIltJ?0!:~:.atior~ t!.J -i. hQ~r .. i1.,dl ~~.r 

p;:u\'id~:-!ir .!-'p.c:.'~l.t:i.i; tlh!d1ci.1Il '.:~::c tv poruv;'lt: u,,",,(ji:'<9 
t,lHIt. C.;.:tii: ';'017 ~ p;;,.;-ricd (j<j r .. .o l{jnger: than ~6 hcur:::; 
(o} ~.\. d'H::,r ':";;;,LOC .. 't..1d ;l.r, ''l .;;:>unt./ wi t.h '::i~'IIer th.::.!: 
~,d.~ rQaidc-iH.$ pl:r \.~q\l~r~ ltoilo ·:Jr if' loc."t~d mcre 
than 35 rr:.:H.1 .ail:.2&;, .!'l'Oila ~hc ,Wul"to;st hGspl.t~l." 

Folloving: line ~ 
Llf<,:..:rt~ "!Il£W SEC'rrO!-J. Sectj,,{J:l 3.. \:oordin ... tion in .... tructi;:,;~l. 

ff-sc~-1u.i..)'ai 1t 446 ,~,;d ':his bill Gr~t~ buth ?<l!.t!:l~d 
... nd approved, tile .:: ... ,d~ co~i""!;tl.c,~ • ..:c.4 ~hall add t_L~ 

"era 'ltJaflcic.al ,-!,!',; ::.i4 ::'~ncu f"t::;'l...::.t,'j '. tv tao 1i st of 
f&el1iti£'5 de:i;<;e<;l an "h0dlth c;;.rn :t.:tcilit1es" i~ 
Se-S-J01, ';"u ii:'1.\""':lf.!cd hy S&::Ulte ~l..i!.. 246." •• "_,,.Z-. • .... equllH'it .;c{.;tio::1 

Rep. ~ w111 sponsor 

_______ reading copy ( ___ _ 
color 



~ an.L 80. 3as 
MAaCR 26 .7 .................................................................... 19 ........... . 1'_ 2 of .z 

A ~t~tctaent Co! latent.. i~ !uOY1111.<t tor "t.tlta bi 11 bet.!llQsG: i~ 
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STATEMENT OF INTENT 

SENATE BILL 353 

Senate Public Health, Welfare, and Safety Committee 

A statement of intent is required for this bill 

6 because: 

7 (1) it authorizes the commissioner of insurance of the 

8 state of Montana (commissioner) and the department of health 

9 and environmental sciences to adopt, after notice and 

10 hearing, reasonab1~ rules necessary or proper to effectuate 

11 sections 1 through 29: 

12 (2) section 3 authorizes the commissioner to make 

13 reasonable rules exempting a health maintenance organization 

14 from having to file a notice with the commissioner 

15 describing material modifications of information required in 

16 an application for a certificate of authority if the 

17 commissioner considers the information unnecessary: and 

18 (3) section 5 authorizes the commissioner to make 

19 reasonable rules exempting a health maintenance organization 

20 from having to file a notice with the commissioner before 

21 exercising the powers granted in subsection (l)(a), (l)(b), 

22 or (l)(d) if the commissioner believes exercising those 

23 powers will have de minimis effect. The legislature expects 

24 the commissioner to make only reasonable rules necessary to 

25 effectuate or aid the effectuation of sections 1 through 29. 
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1 The legislature does not authorize the commissioner to adopt 

2 rules that extend, modify, or conflict with either any law 

3 of this state or any reasonable implications of those laws. 

4 If reasonably possible, the commissioner shall set forth a 

5 proposed rule or amendment to a rule in or with the required 

6 notice of heari~g. No rule or amendment to a rule by the 

7 commissioner is effective until it has been on file in the 

8 commissioner's office for at least 10 days. 

9 %ft--aee~eift~--~~%es-~~ese~ibift~-ift.esemefte-~e~~%aeiefts7 

10 efte-eommissiefte~-sfta%%-~se-efte-NA%e-Meee%-Hea%eft-Maifteeftaftee 

11 e~~aftizaeioft-%ft.esemefte-S~iee%iftes. 

12 ~fte-eommissiefte~-afte-efte-ee~a~emefte-a~e-~~~ee--eo--%eok 

13 ee---~e~~%aeiefts--aeo~eee--by--efte--seaee--o£--Miftfteseea--ift 

14 im~%emefteift~-efta~ee~-6%a-o£-efte-Miftfteseea-ifts~~aftee-eeee. 

15 ANY RULE PROMULGATED BY THE COMMISSIONER IN REGARD TO 

16 ADVISORY BOARDS OF HEALTH MAINTENANCE ORGANIZATIONS MUST 

17 REQUIRE THE MEMBERSHIP OF THOSE ADVISORY BOARDS TO INCLUDE 

18 MULTIDISCIPLINARY REPRESENTATIVES. 

-2-
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SENATE BILL NO. 371 

INTRODUCED BY REGAN, HIMSL 

3-2 <. - ~l 
r-'" ., -"') :-·T· 
- \~ . -- _ .. --------

~---::1.-~------ -
S~.37 , 

4 A BILL FOR AN ACT ENTITLED: "AN ACT PERMITTING INSURERS TO 

5 ENTER INTO AGREEMENTS WITH HEALTH CARE PROVIDERS AND TO 

6 ISSUE POLICIES THAT INCLUDE INCENTIVES 

7 RBfMB8RSBMBN~ FOR UTILIZING SERVICES RENDERED BY PROVIDERS 

8 WITH WHOM THE INSURER HAS AN AGREEMENT~ AND PROVIDING AN 

9 fMMBafA~B APPLICABILITY DATE AND AN EFFECTIVE DATE." 

10 

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

12 Section 1. Short title. [Sections 1 through 4 ~ 2] may 

13 be cited as the "Hea~th-eare-Reimbttr~emeftt-Re~erm PREFERRED 

14 PROVIDER AGREEMENTS Act". 

15 SECTION 2. PURPOSE. THE PURPOSE OF [SECTIONS 1 THROUGH 

16 7] IS TO ALLOW A HEALTH CARE INSURER PROVIDING DISABILITY 

17 INSURANCE BENEFITS TO NEGOTIATE AND CONTRACT WITH HEALTH 

18 CARE PROVIDERS TO: 

19 (1) PROVIDE HEALTH CARE SERVICES TO ITS INSUREDS OR 

20 SUBSCRIBERS AT A REDUCTION IN THE FEES CUSTOMARILY CHARGED 

21 BY THE PROVIDER: OR 

22 (2) ENTER INTO AGREEMENTS IN WHICH THE PARTICIPATING 

23 PROVIDERS ACCEPT NEGOTIATED FEES AS PAYMENT IN FULL FOR 

24 HEALTH CARE SERVICES THE HEALTH CARE INSURER IS OBLIGATED TO 

25 PROVIDE OR PAY FOR UNDER THE HEALTH BENEFIT PLAN. 



SB 0371/gray 

1 section 3. Definitions. As used in [sections 1 through 

2 • ! 1], the following definitions apply: 

3 (1) "EMERGENCY SERVICES" MEANS SERVICES PROVIDED AFTER 

4 SUFFERING AN ACCIDENTAL BODILY INJURY OR THE SUDDEN ONSET OF 

5 A MEDICAL CONDITION MANIFESTING ITSELF BY ACUTE SYMPTOMS OF 

6 SUFFICIENT SEVERITY (INCLUDING SEVERE PAIN) THAT WITHOUT 

7 IMMEDIATE MEDICAL ATTENTION THE SUBSCRIBER OR INSURED COULD 

8 REASONABLY EXPECT THAT: 

(A) HIS HEALTH WOULD BE IN SERIOUS JEOPARDY; 9 

10 

11 

12 

13 

(B) HIS BODILY FUNCTIONS WOULD BE SERIOUSLY IMPAIRED 1 

OR 

(C) A BODILY ORGAN OR PART WOULD BE SERIOUSLY DAMAGED. 

(2) "HEALTH BENEFIT PLAN" MEANS THE HEALTH INSURANCE 

14 POLICY OR SUBSCRIBER ARRANGEMENT BETWEEN THE INSURED OR 

15 SUBSCRIBER AND THE HEALTH CARE INSURER THAT DEFINES THE 

16 COVERED SERVICES AND BENEFIT LEVELS AVAILABLE. 

17 (3) "HEALTH CARE INSURER" MEANS: 

18 (A) AN INSURER THAT PROVIDES DISABILITY INSURANCE AS 

19 DEFINED IN 33-1-207; 

20 (8) A HEALTH SERVICE CORPORATION AS DEFINED IN 

21 33-30-101; 

22 (C) A HEALTH MAINTENANCE ORGANIZATION [AS DEFINED IN 

23 SECTION 2 OF SENATE BILL NO. 353]; 

24 (D) A FRATERNAL BENEFIT SOCIETY AS DEFINED IN 

25 33-7-102; 

-2- SB 371 
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1 (E) AN ADMINISTRATOR AS DEFINED IN 33-17-601; OR 

2 (F) ANY OTHER ENTITY REGULATED BY THE COMMISSIONER 

3 THAT PROVIDES HEALTH COVERAGE. 

4 t!tt3t(4) "Health care services" means health care 

5 services or products rendered or sold by a provider within 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

the scope of the provider's license or legal authorization, 

ifte!~eift~--b~e--ftee--!imieee-ee-hes~iea!7-meeiea!7-s~r~iea!, 

eeftea!7-¥isieft,-afte-~harmaee~eieai-ser¥iees-afte-~ree~ees OR 

SERVICES PROVIDED UNDER TITLE 33, CHAPTER 22, PART 7. 

titt4t(5) "Insured" means an individual entitled to 

reimbursement for expenses of health care services under a 

policy or subscriber contract issued or administered by an 

insurer. 

t3t±Zi--~%fts~rer~--meafts--aft--ifts~raftee--eem~afty--er--a 

hea!eh-ser¥iee-eer~eraeieft-a~eherizee-ift-ehis-seaee-ee-iss~e 

~eiieies--er--s~bseriber-eefteraees-ehae-reimb~rse-aft-ifts~ree 

£er-ex~eftses-e£-hea!eh-eare-ser¥iees~ 

(6) "PREFERRED PROVIDER" MEANS A PROVIDER OR GROUP OF 

PROVIDERS WHO HAVE CONTRACTED TO PROVIDE SPECIFIED HEALTH 

CARE SERVICES. 

(7) "PREFERRED PROVIDER AGREEMENT" MEANS A CONTRACT 

BETWEEN OR ON BEHALF OF A HEALTH CARE INSURER AND A 

PREFERRED PROVIDER. 

t4tt6t(8) "Provider" means an 

licensed or legally authorized to 

-3-

individual or entity 

provide health care 

S8 371 
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1 services ~ft-~"~s-s~a~e OR SERVICES COVERED WITHIN TITLE 33, 

2 CHAPTER 22, PART 7. 

3 (9) "SUBSCRIBER" MEANS A CERTIFICATE HOLDER OR OTHER 

4 PERSON ON WHOSE BEHALF THE HEALTH CARE INSURER IS PROVIDING 

5 OR PAYING FOR HEALTH CARE COVERAGE. 

6 Section 4. Preferred provider agreements authorized. 

7 (1) Notwithstanding any other provision of law to the 

8 contrary, aft A HEALTH CARE insurer may: 

9 (a) enter into agreements with providers relating to 

10 health care services that may be rendered to ~"e--~fts~rer~s 

11 insureds OR SUBSCRIBERS ON WHOSE BEHALF THE HEALTH CARE 

12 INSURER IS PROVIDING HEALTH CARE COVERAGE, including 

13 PREFERRED PROVIDER agreements relating to: 

14 1!l the amounts an insured may be charged for services 

15 rendered; AND 

16 (II) THE AMOUNT AND MANNER OF PAYMENT TO THE PROVIDER; 

17 and 

18 

19 

20 

(b) issue or administer 

contracts in this state that~ 

t~t include incentives for 

policies or subscriber 

the insured to use the 

21 services of a provider that has entered into an agreement 

22 with the insurer pursuant to sUbsection (l)(a)~-er~ 

23 t~~t-~rev~ee-£er-re~mb~rsemeft~-£er-"ea%~"-eare-serv~ees 

24 eft%y--~£--~"e--serv~ees--are-refteeree-by-a-~rev~eer-~ha~-"as 

25 eft~eree-~ft~e-aft--agreemeft~--w~~"--~he--~fts~rer--~~rs~aft~--~e 

-4- SB 371 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

~ 13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0371/gray 

s~bseetioft-t:ttat~ 

(2) A PREFERRED PROVIDER ARRANeeMeN~ AGREEMENT ISSUED 

OR DELIVERED IN THIS STATE MAY NOT UNFAIRLY DENY HEALTH 

~B~EN~E~F~I~T~S~~F~O~R Mea~eAbb~--NeeeSSAR~ HEALTH CARE SERVICES 

COVERED e*PENSES. 

titlll [Sections 1 through 4 ~ 11 do not require that 

an insurer negotiate or enter into agreements with any 

specific provider or class of providers. 

SECTION 5. INCENTIVES IN HEALTH BENEFIT PLANS. (1) A 

HEALTH CARE INSURER MAY ISSUE A POLICY OR A HEALTH BENEFIT 

PLAN THAT PROVIDES FOR INCENTIVES FOR COVERED PERSONS TO USE 

THE HEALTH CARE SERVICES OF PREFERRED PROVIDERS. 

tit THE POLICY OR HEALTH BENEFIT PLAN MUST CONTAIN AT 

LEAST: 

(A) A PROVISION THAT IF A COVERED PERSON RECEIVES 

EMERGENCY CARE FOR SERVICES SPECIFIED IN THE PREFERRED 

PROVIDER ARRANeeMeN~ AGREEMENT AND CANNOT REASONABLY REACH A 

PREFERRED PROVIDER, THE CARE RENDERED DURING THE COURSE OF 

THE EMERGENCY WILL BE REIMBURSED AS THOUGH THE COVERED 

PERSON BAD BEEN TREATED BY A PREFERRED PROVIDER; AND 

(B) A PROVISION THAT CLEARLY IDENTIFIES THE DIFFERENCE 

IN BENEFIT LEVELS FOR HEALTH CARE SERVICES OF A PREFERRED 

PROVIDER AND BENEFIT LEVELS FOR THE SAME HEALTH CARE 

SERVICES OF A NONPREFERRED PROVIDER. 

(2) A HEALTH CARE INSURER MAY NOT DENY A PROVIDER WHO 

-5- SB 371 
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1 AGREES TO THE TERMS AND CONDITIONS OF A PREFERRED PROVIDER 

2 AGREEMENT THE RIGHT TO BECOME A PREFERRED PROVIDER. 

3 (3) A HEALTH CARE INSURER MAY NOT REQUIRE HOSPITAL 

4 STAFF PRIVILEGES AS CRITERIA FOR DESIGNATION AS A PREFERRED 

5 PROVIDER IN A PREFERRED PROVIDER AGREEMENT. 

6 SECTION 6. PERMISSIBLE PROVISIONS IN PROVIDER 

7 ARRAN6BMBN~S AGREEMENTS, INSURANCE POLICIES, AND SUBSCRIBER 

8 CONTRACTS. (1) A PROVIDER ARRAN6BMBN~ AGREEMENT, INSURANCE 

9 POLICY, OR SUBSCRIBER CONTRACT ISSUED OR DELIVERED IN THIS 

10 STATE MAY CONTAIN CERTAIN OTHER COMPONENTS DESIGNED TO 

11 CONTROL THE COST AND IMPROVE THE QUALITY OF HEALTH CARE FOR 

12 peb!e¥HebBBRS INSUREDS AND SUBSCRIBERS, INCLUDING: 

13 (A) A PA¥MBN~--B!PPBRBN~!Ab--ep--Ne~--MeRB--~HAN--iS' 

14 BB~WBBN-aSB-ep-PReY!BBR9-W!~H-ARRAN6BMBN~S-W!~H--~HB--HBAb~H 

15 eARB-!NSaRBR-ANB-a9B-ep-PReY!BBRS-W!~Hea~-SaeH-ARRAN6BMBN~S~ 

16 ~HB---eeMM!9S!eNBR---MA¥---B¥---RabB--BB~BRM!NB--APPRePR!A~B 

17 B!PPBRBN~!AoS-BB~WBBN--eePA¥MBN~97--BBB8e~!BoBS7--ANB--e~HBR 

18 ee9~-SHAR!N6---ARRAN6BMBN~S PROVISION SETTING A PAYMENT 

19 DIFFERENCE FOR REIMBURSEMENT OF A NONPREFERRED PROVIDER AS 

20 COMPARBD TO A PREFERRED PROVIDER. IF THE HEALTH BENEFIT PLAN 

21 CONTAINS A PAYMENT DIFFERENCE PROVISION, THE PAYMENT 

22 DIFFERENCE MAY NOT EXCEED 25' OF THE REIMBURSEMENT LEVEL AT 

23 WHICH A PREFERRED PROVIDER WOULD BE REIMBURSED. 

24 (B) CONDITIONS, NOT INCONSISTENT WITH OTHER PROVISIONS 

25 OF [SECTIONS 1 THROUGH 6], DESIGNED TO GIVE POLICYHOLDERS OR 

-6- SB 371 
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SUBSCRIBERS AN INCENTIVE TO CHOOSE A PARTICULAR PROVIDER. 

(2) ALL TERMS OR CONDITIONS OF A-PReYfeBR-ARRANeBMBN~7 

AN INSURANCE POLICY7 OR SUBSCRIBER CONTRACT EXCEPT THOSE 

ALREADY APPROVED BY THE COMMISSIONER ARE SUBJECT TO THE 

PRIOR APPROVAL OF THE COMMISSIONER. 

Section 7. Rules. The commissioner shall promulgate 

rules ~reser~e~ft~--reesoftee%e--seeftderds--re%ee~ft~--ee--ene 

eeeess~e~%~ey--eftd--e¥e~%eb~%~ey-e~-nee%en-eere-ser¥~ees-rer 

~ersefts-~fts~red-~ftder-~o%~e~es--er--eeftereees--deser~eed--~ft 

~N~E~C~E~S~SAR~~Y __ ~TO~ __ ~IM_P~L-=EM-=EN~T __ -=T~H~E __ ~P~RO~V~I~S~I~O~N~S __ -=O~F [seee~oft 

3t%ttbtt~~t SECTIONS 1 THROUGH ~ 2]. 
Section 8. Codification instruction. Sections 1 

through 4 6 7 are intended to be codified as an integral 

part of Title 33, and the provisions of Title 33 apply to 

sections 1 through 4 ~ 2. 
SECTION 9. COORDINATION INSTRUCTION. IF SENATE BILL 

NO. 353, INCLUDING THE DEFINITION OF "HEALTH MAINTENANCE 

ORGANIZATION", IS NOT PASSED AND APPROVED, THE BRACKETED 

LANGUAGE IN SECTION 3(3)(C) OF THIS ACT IS VOID. 

Section 10. Severability. If a part of this act is 

invalid, all valid parts that are severable from the invalid 

part remain in effect. If a part of this act is invalid in 

one or more of its applications, the part remains in effect 

in all valid applications that are severable from the 

invalid applications. 

-7- SB 371 



SB 0371/gray 

1 SECTION 11. APPLICABILITY -- FILING WITH COMMISSIONER. 

2 ON OR BEFORE JANUARY 1, 1988, A HEALTH CARE INSURER 

3 PERFORMING THE FUNCTIONS ENUMERATED IN THIS ACT SHALL NOTIFY 

4 THE COMMISSIONER OF ITS EXISTENCE AND CONTINUE TO OPERATE 

5 SUBJECT TO THE PROVISIONS OF THIS ACT. 

6 Section 12. Effective date. ~h~s-aee-~s SECTION 6 7 

7 AND THIS SECTION ARE effective on passage and approval. 

-End-
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STATEMENT OF INTENT 

SENATE BILL 353 

Senate Public Health, Welfare, and Safety Committee 

A statement of intent is required for this bill 

because: 

(1) it authorizes the commissioner of insurance of the 

state of Montana (commissioner) and the department of health 

and environmental sciences to adopt, after notice and 

hearing, reasonable rules necessary or proper to effectuate 

sections 1 through 29: 

(2) section 3 authorizes the commissioner to make 

reasonable rules exempting a health maintenance organization 

from having to file a notice with the commissioner 

describing material modifications of information required in 

an application for a certificate of authority if the 

commissioner considers the information unnecessary: and 

(3) section 5 authorizes the commissioner to make 

reasonable rules exempting a health maintenance organization 

from having to file a notice with the commissioner before 

exercising the powers granted in subsection (l)(a), (l)(b), 

or (l)(d) if the commissioner believes exercising those 

powers will have de minimis effect. The legislature expects 

the commissioner to make only reasonable rules necessary to 

effectuate or aid the effectuation of sections 1 through 29. 
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1 The legislature does not authorize the commissioner to adopt 

2 rules that extend, modify, or conflict with either any law 

3 of this state or any reasonable implications of those laws. 

4 If reasonably possible, the commissioner ,shall set forth a 

5 proposed rule or amendment to a rule in or with the required 

6 notice of hearing. No rule or amendment to a rule by the 

7 commissioner is effective until it has been on file in the 

8 commissioner's office for at least 10 days. 

9 %ft--ade~e~ftg--r~~es-~reser~b~ftg-~ft¥esemefte-reg~~ae~efts7 

10 ehe-eemm~ss~efter-sha~~-~se-ehe-NA%e-Mede~-Hea~eh-Ma~fteeftaftee 

11 ergaft~zae~eft-%ft¥esemefte-S~~de~~ftes~ 

12 ~he-eemm~ss~efter-aftd-ehe-de~aremefte-are-~rged--ee--~ee~ 

13 ee---reg~~ae~efts--ade~eed--by--ehe--seaee--er--M~ftfteseea--~ft 

14 ~m~~emefte~ftg-eha~eer-6%9-er-ehe-M~ftfteseea-~fts~raftee-eede~ 

15 ANY RULE PROMULGATED BY THE COMMISSIONER IN REGARD TO 

16 ADVISORY BOARDS OF HEALTH MAINTENANCE ORGANIZATIONS MUST 

17 REQUIRE THE MEMBERSHIP OF THOSE ADVISORY BOARDS TO INCLUDE 

18 MULTIDISCIPLINARY REPRESENTATIVES. 

-2-
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SENATE BILL NO. 353 

INTRODUCED BY MEYER, LORY, BENGTSON, MILLER, MCLANE, SANDS 

BY REQUEST OF THE STATE AUDITOR 

A BILL FOR AN ACT ENTITLED: "AN ACT TO REGULATE THE 

FORMATION AND OPERATION OF HEALTH MAINTENANCE ORGANIZATIONS; 

AMENDING SECTIONS ~~-~-5e~-ANe-33-~~-~~~ 17-7-502, 33-1-102 

AND 33-1-704, MCA; AND PROVIDING AN fMMEefA~E EFFECTIVE DATE 

AND AN APPLICABILITY PROVISION." 

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

NEW SECTION. Section 1. Short title. This act may be 

cited as the "Montana Health Maintenance Organization Act". 

NEW SECTION. Section 2. Definitions. As used in 

[sections 1 through 29], unless the context requires 

otherwise, the following definitions apply: 

(1) "Agent" means an individual, partnership, or 

corporation appointed or authorized by a health maintenance 

organization to solicit applications for 

services agreements on its behalf. 

(2) "Basic health care services" means: 

health 

(a) consultative, diagnostic, therapeutic, 

referral services by a provider; 

(b) inpatient hospital and provider care; 

(c) outpatient medical services; 

care 

and 
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1 (d) medical treatment and referral services; 

2 (e) accident and sickness services by a provider to 

3 each newborn infant of an enrollee pursuant to [section 

8(3)(e)]; 4 

5 

6 

7 

8 

9 

(F) CARE AND TREATMENT OF MENTAL ILLNESS, ALCOHOLISM, 

AND DRUG ADDICTION; 

t£t1Ql diagnostic laboratory and diagnostic and 

10 

11 

12 

13 

therapeutic radiologic services; and 

t~t~ preventive health services, including: 

(i) immunizations; 

(ii) well-child care from birth; 

(iii) periodic health evaluations for adults; 

(iv) voluntary family planning services; 

14 (v) infertility services; and 

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

16 determine the need for vision and hearing correction. 

17 (3) "Commissioner" means the commissioner of insurance 

18 of the state of Montana. 

19 (4) "Department of health" means the department of 

20 health and environmental sciences provided for in 2-15-2101. 

21 (5) "Director" means the director of the department of 

22 health and environmental sciences provided for in 2-15-2102. 

23 

24 

25 

(6) "Enrollee" means a person: 

(a) who enrolls in or contracts with 

maintenance organization; 

-2-
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1 (b) on whose behalf a contract is made with a health 

2 maintenance organization to receive health care services; or 

3 (c) on whose behalf the health maintenance 

4 organization contracts to receive health care services. 

5 (7) "Evidence of coverage" means a certificate, 

6 agreement, policy, or contract issued to an enrollee setting 

7 forth the coverage to which the enrollee is entitled. 

(8) "Health care services" means: 8 

9 (a) the services included in furnishing medical or 

10 dental care to a person: 

11 (b) the services included in hospitalizing a person: 

12 (c) the services incident to furnishing medical or 

13 dental care or hospitalization; or 

14 (d) the services included in furnishing to a person 

15 other services for the purpose of preventing, alleviating, 

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

17 

18 

( 9 ) 

agreement 

"Health care 

for health 

services agreement" 

care services between 

19 maintenance organization and an enrollee. 

means an 

a health 

20 (10) "Health maintenance organization" means a person 

21 who provides or arranges for 9asic health care services to 

22 enrollees on a prepaid or other financial basis, either 

23 directly through provider employees or through contractual 

24 or other arrangements with a provider or a group of 

25 providers. 

-3- 5B 353 



1 

2 

3 

4 

5 

6 

7 

(11) 

(a) 

(b) 

(c) 

(d) 

33-30-101: 

(e) 
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"Person" means: 

an individual; 

a group of individuals; 

an insurer, as defined in 33-1-201; 

a health service corporation, as defined in 

a corporation, partnership, facility, association, 

8 or trust; or 

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

10 licensed by that state to provide health care, including but 

11 not limited to a physician, hospital, hospital-related 

12 facility, or long-term care facility. 

13 (12) "PLAN" MEANS A HEALTH MAINTENANCE ORGANIZATION 

14 OPERATED BY AN INSURER OR HEALTH SERVICE CORPORATION AS AN 

15 INTEGRAL PART OF THE CORPORATION AND NOT AS A SUBSIDIARY. 

16 t%%tJ....!1l "Provider" means a physician, hospital, 

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

18 osteopath, chiropractor, optometrist, podiatrist, 

19 psychologist, licensed social worker, registered pharmacist, 

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

21 treats any illness or injury within the scope and 

22 limitations of his practice or other person who is licensed 

23 or otherwise authorized in this state to furnish health care 

24 services. 

25 t%3t1.!.!1. "Uncovered expenditures" mean the costs of 
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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. 

NEW SECTION. Section 3. 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 [sections 1 through 29]. 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 [the effective date of this act] shall 

submit an application for a certificate of authority under 

subsection (3) within 30 days or-te"e-er€eee~ve-daee-or-e"~s 

aee+ AFTER THE EFFECTIVE DATE OF RULES ADOPTED BY THE 

COMMISSIONER AND THE DEPARTMENT OF HEALTH AS PROVIDED IN 

[SECTION 20]. Each such applicant may continue to operate in 

this state until the commissioner acts upon the application. 

If an application is denied under [section 4], the applicant 

-5- SB 353 
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1 must be treated as a health maintenance organization whose 

2 

3 

4 

5 

6 

certificate of 

( 3 ) Each 

organization, 

certificate of 

(a) be 

authority has been 

application of 

whether separately 

authority must: 

verified by an 

revoked. 

a health maintenance 

licensed or not, for a 

officer or authorized 

7 representative of the applicant; 

8 

9 

10 

11 

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

(c) contain: 

(i) the applicant's name; 

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

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

13 (iii) the date of organization or incorporation; 

14 

15 

16 

(iv) the form of organization (including whether the 

providers affiliated with the health maintenance 

organization will be salaried employees or group or 

17 individual contractors); 

18 

19 

(v) the state or country of domicile; and 

(vi) any additional information the commissioner may 

20 reasonably require; and 

21 (d) set forth the follqwing information or be 

22 accompanied by the following documents, as applicable: 

23 (i) a copy of the applicant's organizational 

24 documents, such as its corporate charters or articles of 

2S incorporation, articles of association, partnership 

-6- sa 353 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

~ 13 

14 

15 

16 
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agreement, trust agreement, or other applicable documents, 

and all amendments thereto, certified by the public officer 

with whom the originals were filed in the state or country 

of domicile; 

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

similar document, if any, regulating the conduct of the 

applicant's internal affairs, certified by its secretary or 

other officer having custody thereof; 

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

positions of the persons responsible for the conduct of the 

applicant's affairs, including all members of the board of 

directors, board of trustees, executive committee, or other 

governing board or committee; the principal officers in the 

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

case of a partnership or association; 

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

(A) any provider and the applicant; or 

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

the applicant. The applicant may file a list of providers 

executing a standard contract and a copy of the contract 

instead of copies of each executed contract. 

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

included in provider contracts and the form 

provisions that: 

of any 

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

-7- SB 353 
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1 for basic health care services or health care services from 

2 an enrollee; 

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

4 risk in the health maintenance organization, including any 

5 provisions for assessing the provider, adjusting capitation 

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

7 losses; and 

8 (C) govern amending or terminating an agreement with a 

9 provider; 

10 (vi) a financial statement showing the applicant's 

11 assets, liabilities, and sources of financial support. If 

12 the applicant's financial affairs are audited by independent 

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

14 recent certified financial statement satisfies this 

15 requirement unless the commissioner directs that additional 

16 or more recent financial information is required for the 

17 proper administration of [sections 1 through 29]. 

18 (vii) a description of the proposed method of 

19 marketing, a financial plan that includes a projection of 

20 operating results anticipated until the organization has had 

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

22 sources of working capital as well as any other source of 

23 funding; 

24 t~~~~t-a--~~mma~y--o£--£ea~~b~%~ey-~e~d~e~-o~-ma~~ee~"g 

25 ~~~yey~--ehae---~~~~o~e---ehe---£~"a"e~a%---a"d---e"~o%%me"e 
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1 ~re;eee~efts--Eer-t"e-~%aft7-~fte%~d~ftg-t"e-~eteftt~a%-ft~meer-e£ 

2 eftre%%ees-~ft-t"e-e~erat~ftg-terr~terYT-t"e--~re;eeted--ft~meer 

3 eE--eftre%%ees--£er--t"e--E~rst--S--yearsT--t"e--~ftderwr~t~ftg 

4 staftdards-te-ee-8~~%~edT-8ftd-t"e--Met"ed--e£--m8r~et~ftg--t"e 

5 erg8ft~zat~eft; 

6 t~xt(VIII) a power of attorney executed by the 

7 applicant, on a form prescribed by the commissioner, 

8 appointing the commissioner, his successors in office, and 

9 his authorized deputies as the applicant's attorney to 

10 receive service of legal process issued against it in this 

11 state: 

txtl!!l a statement reasonably describing the 12 

13 geographic service area or areas to be served by county, 

14 including: 

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

16 specialty care providers with locations and service areas by 

17 county: 

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

19 location of each emergency care facility: and 

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

21 tx~t1!l a description of the way in which the health 

22 maintenance organization provides services to enrollees in 

23 each geographic service area, including the extent to which 

24 a provider under contract with the health maintenance 

25 organization provides primary care to those enrollees: 

-9- SB 353 
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tx~~t1!!l a description of the complaint procedures to 

be used as required under [section 11]; 

tx~~~t(XII) a description of 

programs to be implemented to meet the 

care requirements in [section 4]; 

the procedures and 

quality of health 

tx~¥t(XIII) a description of the mechanism by which 

enrollees will be afforded an opportunity to participate in 

matters of policy and operation under [section 6]; 

tx¥t(XIV) 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 ror-sppro¥s% with the commissioner 

in accordance with the filing provisions of [section 8(7)lL 

HOWEVER, NOTHING IN THIS SUBSECTION DEPRIVES THE HEALTH 

MAINTENANCE ORGANIZATION OF ITS RIGHT TO CONFIDENTIALITY OF 

ANY 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; 

-10- SB 353 
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1 (8) the standards of performance for the manager; 

2 (e) the method of payment, including any provisions 

3 for the administrator to participate in the profits or 

4 losses of the plan; 

5 (D) the duration of the contract; and 

6 (E) any provisions for modifying, terminating, or 

7 renewing the contract. 

8 t~y*t-a--s~mmary--e£--e~rrefte-afte-~re;eeeee-eftre%%mefte7 

9 *fteeme--£rem--~rem*~ms--ey--ey~e--e£--~ayer7--eefter--*fteemeT 

10 aem*ft*serae~ye--afte--eefter--eeseS7--efte-~re;eeeee-erea~-eyeft 

11 ~e~fte-t*fte%~e*ft~--efte--meeftee--e£--£~fte~ft~--efte--aee~m~%aeee 

12 %esses--~fte~%--efte--erea~-eyeft--~e~fte--~s--reaefteet7-afte-efte 

13 ass~m~e*efts-maee-~ft-eeye%e~~ft~-~re;ee~ea-e~era~~ft~--reS~%~S~ 

14 t~y**ti!Yl a summary of all financial guaranties by 

15 providers, sponsors, affiliates, or parents within a holding 

16 company system or any other guaranties that are intended to 

17 ensure the financial success of the plan, including hold 

18 harmless agreements by providers, insolvency insurance, 

19 reinsurance, or other guaranties; 

20 t~y~*~t(XVI) a summary of benefits to be offered 

21 enrollees, including any limitations and exclusions and the 

22 renewability of all contracts to be written; 

23 tx~xt(XVII) evidence that it can meet the requirement 

24 of [section 13(10)]; and 

25 txxt(XVIII) any other information that the commissioner 
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1 may reasonably require to make the determinations required 

2 in [section 4]. 

3 (4) Each health maintenance organization shall file 

4 each substantial change, alteration, or amendment to the 

5 information submitted under subsection (3) with the 

6 commissioner at least 30 days prior to its effective date, 

7 including changes in articles of incorporation and bylaws, 

8 organization type, geographic service area, provider 

9 contracts, provider availability, plan administration, 

10 financial projections and guaranties, and any other change 

11 that might affect the financial solvency of the plan. The 

12 commissioner may, AFTER NOTICE AND HEARING, disapprove any 

13 proposed change, alteration, or amendment to the business 

14 plan. The commissioner may make reasonable rules exempting 

15 from the filing requirements of this subsection those items 

16 he considers unnecessary. 

17 (5) An applicant or a health maintenance organization 

18 holding a certificate of authority shall file with the 

19 commissioner all contracts of reinsurance and any 

20 modifications thereto. An agreement between a health 

21 maintenance organization and an insurer is subject to Title 
~ 

22 33, chapter 2, part 12. A reinsurance agreement must remain 

23 in full force and effect for at least 90 days following 

24 written notice of cancellation by either party by certified 

25 mail to the commissioner. 
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(6) Each health maintenance organization shall 

maintain, at its administrative office, and make available 

to the commissioner upon request executed copies of all 

provider contracts. 

(7) THE COMMISSIONER AAY AAKE REASONABLE RULES 

EXEMPTING AN INSURER OR HEALTH SERVICE CORPORATION OPERATING 

7 A HEALTH AAINTENANCE ORGANIZATION AS A PLAN FROM THE FILING 

8 REQUIREMENTS OF THIS SECTION IF INFORMATION REQUESTED IN THE 

9 APPLICATION HAS BEEN SUBMITTED TO THE COMMISSIONER UNDER 

10 OTHER LAWS AND RULES ADMINISTERED BY THE COMMISSIONER. 

11 NEW SECTION. Section 4. Issuance of certificate of 

12 authority. (1) Upon receipt of an application for issuance 

13 of a certificate of authority, the commissioner shall 

14 transmit copies of the application and accompanying 

15 documents to the department of health. The department of 

16 health shall determine whether the applicant for a 

17 certificate of authority, with respect to health care 

18 services to be furnished, has: 

19 (a) demonstrated the willingness and potential ability 

20 to assure that it will provide health care services in a 

21 manner assuring availability an9 accessibility of adequate 

22 personnel and facilities and enhancing availability, 

23 accessibility, and continuity of service; 

24 (b) arrangements, established in accordance with the 

25 rules made by the department of health, for an ongoing 
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1 quality assurance program concerning health care ~~eeesses 

2 aftd--e~~eemes AVAILABILITY, ACCESSIBILITY, AND CONTINUITY OF 

3 SERVICE; and 

4 (c) a procedure, established in accordance with rules 

5 of the department of health, to develop, compile, evaluate, 

6 and report statistics relating to the cost of its 

7 operations, the pattern of utilization of its services, the 

8 availability and accessibility of its services, and any 

9 other matters as may be reasonably required by the 

10 department of health. 

11 (2) Within 99 60 days of receipt of the application 

12 from a health maintenance organization for issuance of a 

13 certificate of authority, the department of health shall 

14 certify to the commissioner that the proposed health 

15 maintenance organization meets the requirements of 

16 subsection (1) or shall, AFTER NOTICE AND HEARING, notify 

17 the commissioner that the health maintenance organization 

18 does not meet those requirements and specify in what 

19 respects it is deficient. The director may extend by not 

20 more than an additional 30 days the period within which he 

21 may certify to the commissioner that the proposed health 

22 maintenance organization meets or does not meet the 

23 requirements of subsection (1) by giving notice of the 

24 extension to the commissioner and the health maintenance 

25 organization before the expiration of the initial 99-day 

-14- SB 353 



SB 0353/gray 

1 60-DAY period. 

2 (3) The commissioner shall issue or deny a certificate 

3 of authority to any person filing an application pursuant to 

4 [section 3] within 180 days of receipt of the certification 

5 from the department of health. The commissioner shall grant 

6 a certificate of authority upon payment of the application 

7 fee prescribed in [section 22] if the commissioner is 

8 satisfied that each of the following conditions is met: 

9 (a) The persons responsible for the conduct of the 

10 applicant's affairs are competent7-e~~sewo~ehY7-afte-Or--~ooe 

11 ~e~~eae~oft AND TRUSTWORTHY. 

12 (b) The department of health certifies, in accordance 

13 with subsection (2), that the health maintenance 

14 organization's proposed plan of operation meets the 

15 requirements of subsection (1). 

16 (c) The health maintenance organization will 

17 effectively provide or arrange for the provision of basic 

18 health care services on a prepaid basis, through insurance 

19 or otherwise, except to the extent of reasonable 

20 requirements for copayments. 

21 (d) The health maintenance organization is financially 

22 responsible and can reasonably be expected to meet its 

23 obligations to enrollees and prospective enrollees. In 

24 making this determination, the commissioner may in his 

25 discretion consider: 
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1 (i) the financial soundness of the arrangements for 

2 health care services and the schedule of charges used in 

3 connection therewith; 

4 (ii) the adequacy of working capital; 

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

6 corporation, a government, or any other organization for 

7 ensuring the payment of the cost of health care services or 

8 the provision for automatic applicability of an alternative 

9 coverage in the event of discontinuance of the health 

10 maintenance organization; 

11 (iv) any agreement with providers for the provision of 

12 health care services; 

13 (v) any deposit of cash or securities submitted in 

14 accordance with [section 13]; and 

15 (vi) any additional information as the commissioner may 

16 reasonably require. 

17 (e) The enrollees will be afforded an opportunity to 

18 participate in matters of policy and operation pursuant to 

19 [section 6]. 

20 (f) Nothing in the proposed method of operation, as 

21 shown by the information subm~tted pursuant to [section 3] 

22 or by independent investigation, ~s-eefte~a~y-ee--eae--~~b%~e 

23 ~ftee~ese VIOLATES ANY PROVISION OF [SECTIONS 1 THROUGH 29] 

24 OR RULES ADOPTED BY THE COMMISSIONER OR THE DEPARTMENT OF 

25 HEALTH. 
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(g) Any deficiencies identified by the department of 

health have been corrected. 

(4) The commissioner may in 

certificate of authority only 

requirements of [section 21]. 

his 

if he 

discretion 

complies 

deny a 

with the 

NEW SECTION. Section 5. Powers of health maintenance 

organizations. (1) The powers of a health maintenance 

organization include but are not limited to the following: 

(a) the purchase, lease, construction, renovation, 

operation, or maintenance of a hospital, a medical facility, 

or both, its ancillary equipment, and such property as may 

reasonably be required for its principal office or for such 

purposes as may be necessary in the transaction of the 

business of the organization; 

(b) the making of loans to a medical group under 

contract with it in furtherance of its program or the making 

of loans to a corporation under its control for the purpose 

of acquiring or constructing a medical facility or hospital 

or in furtherance of a program providing health care 

services to enrollees; 

(c) the furnishing of health care services through a 

provider who is under contract with or employed by the 

health maintenance organization; 

(d) the contracting with a person for the performance 

on its behalf of certain functions, such as marketing, 
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transact insurance in this state, or with a 
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authorized to 

health service 

4 corporation authorized to do business in this state, for the 

5 provision of insurance, indemnity, or reimbursement against 

6 the cost of health care services provided by the health 

7 maintenance organization; and 

8 (f) the offering of other health care services in 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

addition to basic health care services. 

( 2 ) 

notice, 

A health maintenance organization shall 

with adequate supporting information, with 

file 

the 

commissioner before exercising a power granted in subsection 

(l)(a), (l)(b), or (l)(d). The commissioner may, AFTER 

NOTICE AND HEARING, WITHIN 60 DAYS disapprove the exercise 

of a power UNDER SUBSECTION (l)(A), (l)(B), OR (1)(0) only 

if, in his opinion, it would substantially and adversely 

affect the financial soundness of the health maintenance 

organization and endanger its ability to meet its 

obligations. The commissioner may make reasonable rules 

exempting from the filing requirement of this SUbsection 

those activities having a de minimis effect. ~he--exereise 

e£--stteheriey--grsneed--in--stteseeeiens--t:ttat7-t:ttet7-and 

23 t:ttdt-±s-sttb;eee-ee-d±sa~~re¥a:-ey--ehe--eemmissioner. The 

24 commissioner may exempt certain contracts from the filing 

25 requirement whenever exercise of the authority granted in 
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1 this section would have little or no effect on the health 

2 maintenance organization's financial condition and ability 

3 to meet obligations. 

4 (3) Nothing in this section exempts the activities of 

5 a health maintenance organization from any applicable 

6 certificate of need requirements under Title 50, chapter 5, 

7 parts 1 and 3. 

8 NEW SECTION. Section 6. Governing body. (1) The 

9 governing body of a health maintenance organization may 

10 include providers or other individuals, or both. 

11 (2) The governing body shall establish a mechanism to 

12 give the enrollees an opportunity to participate in matters 

13 of policy and operation through the establishment of 

14 advisory panels, by the use of advisory referenda on major 

15 policy decisions, or through the use of other mechanisms. 

16 NEW SECTION. Section 7. Fiduciary responsibilities. 

17 (1) Any director, officer, employee, or partner of a health 

18 maintenance organization who receives, collects, disburses, 

19 or invests funds in connection with the activities of the 

20 health maintenance organization is responsible for the funds 

21 in the manner of a fiduciary to the health maintenance 

22 organization. 

23 (2) A health maintenance organization shall maintain 

24 in force a fidelity bond on employees and officers in an 

25 amount not less than $100,000 or such other sum as may be 
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1 prescribed by the commissioner. Each bond must be written 

2 with at least a l-year discovery period and, if written with 

3 less than a 3-year discovery period, must contain a 

4 provision that a cancellation or termination of the bond, 

5 whether by or at the request of the insured or by the 

6 underwriter, may not take effect prior to the expiration of 

7 90 days after written notice of the cancellation or 

8 termination has been filed with the commissioner unless the 

9 commissioner approves an earlier cancellation or termination 

10 date. 

11 NEW SECTION. Section 8. Evidence of coverage and 

12 charges for health care services. (1) Every enrollee 

13 residing in this state is entitled to an evidence of 

14 coverage. The health maintenance organization shall issue 

15 the evidence of coverage, except that if the enrollee 

16 obtains coverage through an insurance policy issued by an 

17 insurer or a contract issued by a health service 

18 corporation, whether by option or otherwise, the insurer or 

19 the health service corporation shall issue the evidence of 

20 coverage. 

21 (2) A health maintenance organization may not issue or 

22 deliver an enrollment form, an evidence of coverage, or an 

23 amendment to an approved enrollment form or evidence of 

24 coverage to a person in this state before a copy of the 

25 enrollment form, the evidence of coverage, or the amendment 
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1 to the approved enrollment form or evidence of coverage is 

2 filed with and approved by the commissioner. 

3 (3) An evidence of coverage issued or delivered to a 

4 person resident in this state may not contain a provision or 

5 statement that is ~ft;~S~7-~ft£a*r7--*fteq~*~ab%e7--m*s%ead~ftg7 

6 er--deee~~~¥e~-~"a~-eftee~rages-m~sre~reseft~a~*eft~-er-~"a~-*s 

7 untrue, misleading, or deceptive as defined in [section 

8 14(1»). The evidence of coverage must contain: 

9 (a) a clear and concise statement, if a contract, or a 

10 reasonably complete summary, if a certificate, of: 

11 (i) the health care services and the insurance or 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

other benefits, if any, to which the enrollee is 

(ii) any limitations on the services, 

entitled; 

kinds of 

services, or benefits to be provided, including any 

deductible or copayment feature; 

(iii) the location at which and the manner in which 

information is available as to how services may be obtained; 

(iv) the total amount of payment for health care 

services and the indemnity or service benefits, if any, that 

the enrollee is obligated to pay with respect to individual 

contracts; and 

22 (v) a clear and understandable description of the 

23 health maintenance organization's method for resolving 

24 

25 

enrollee complaints. 

(b) definitions of geographical 

-21-

service area, 
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1 emergency care, urgent care, out-of-area services, 

2 dependent, and primary provider, if these terms or terms of 

3 similar meaning are used in the evidence of coverage and 

4 have an effect on the benefits covered by the plan. The 

5 definition of geographical service area need not be stated 

6 in the text of the evidence of coverage if the definition is 

7 adequately described in an attachment, which is given to 

8 each enrollee along with the evidence of coverage. 

9 (c) clear disclosure of each provision that limits 

10 benefits or access to service in the exclusions, 

11 limitations, and exceptions sections of the evidence of 

12 coverage. The exclusions, limitations, and exceptions that 

13 must be disclosed include but are not limited to: 

14 

15 

(i) emergency and urgent care; 

(ii) restrictions on the selection of primary or 

16 referral providers; 

17 

18 

19 

20 

21 

22 

23 

(iii) restrictions on changing providers during the 

contract period; 

(iv) out-of-pocket 

deductibles; 

(v) charges for 

administrative sanctions; 

(vi) restrictions on 

costs, including copayments and 

missed appointments or other 

access to care if copayments or 

24 other charges are not paid; and 

25 (vii) any restrictions on coverage for dependents who 

-22- SB 353 



SB 0353/gray 

1 do not reside in the service area. 

2 (d) clear disclosure of any benefits for home health 

3 care, skilled nursing care, kidney disease treatment, 

4 diabetes, maternity benefits for dependent children, 

5 alcoholism and other drug abuse, and nervous and mental 

6 disorders; 

7 (e) a provision requiring immediate accident and 

8 sickness coverage, from and after the moment of birth, to 

9 each newborn infant of an enrollee or his dependents; 

10 (f) a provision erre~~ft~ REQUIRING medical treatment 

11 and referral services to appropriate ancillary services for 

12 mental illness and for the abuse of or addiction to alcohol 

13 or drugs in accordance with the limits AND COVERAGE provided 

14 in 33-%%-1937 TITLE 33, CHAPTER 22, PART 7: HOWEVER: 

15 (I) AFTER THE PRIMARY CARE PHYSICIAN REFERS AN 

16 ENROLLEE FOR TREATMENT OF AND APPROPRIATE ANCILLARY SERVICES 

17 

18 

FOR MENTAL ILLNESS, ALCOHOLISM, OR DRUG 

HEALTH MAINTENANCE ORGANIZATION MAY NOT LIMIT 

ADDICTION, THE 

THE ENROLLEE 

19 TO A HEALTH MAINTENANCE ORGANIZATION PROVIDER FOR THE 

20 TREATMENT OF AND APPROPRIATE ANCILLARY SERVICES FOR MENTAL 

21 ILLNESS, ALCOHOLISM, OR DRUG ADQICTION; 

22 (II) IF AN ENROLLEE CHOOSES A PROVIDER OTHER THAN THE 

23 HEALTH MAINTENANCE ORGANIZATION PROVIDER FOR SUCH TREATMENT 

24 AND REFERRAL SERVICES, THE ENROLLEE'S DESIGNATED PROVIDER 

25 MUST LIMIT HIS TREATMENT AND SERVICES TO THE SCOPE OF THE 
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REFERRAL IN ORDER TO RECEIVE 

MAINTENANCE ORGANIZATION; 

(III) THE AMOUNT PAID BY 
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PAYMENT FROM THE HEALTH 

THE HEALTH MAINTENANCE 

4 ORGANIZATION TO THE ENROLLEE'S DESIGNATED PROVIDER MAY NOT 

5 EXCEED THE AMOUNT PAID BY THE HEALTH MAINTENANCE 

6 ORGANIZATION TO ONE OF ITS PROVIDERS FOR EQUIVALENT 

7 TREATMENT OR SERVICES; 

8 (g) a provision as follows: 

9 "Conformity With State Statutes: Any provision of this 

10 evidence of coverage that on its effective date is in 

11 conflict with the statutes of the state in which the insured 

12 resides on that date is hereby amended to conform to the 

13 minimum requirements of those statutes." 

14 (h) a provision that the health maintenance 

15 organization shall issue, without evidence of insurability, 

16 to the enrollee, his dependents, or family members 

17 continuing coverage on the enrollee, his dependents, or 

18 family members: 

19 (i) if the evidence of coverage or any portion of it 

20 on an enrollee, his dependents, or family members covered 

21 under the evidence of coverage ceases because of termination 

22 of employment or of his membership in the class or classes 

23 eligible for coverage under the policy or because his 

24 employer discontinues his business or the coverage; 

25 (ii) if the enrollee had been enrolled in the health 
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1 maintenance organization for a period of 3 months preceding 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

the termination of group coverage; and 

(iii) if the enrollee applied for continuing coverage 

within 31 days after the termination of group coverage. The 

conversion contract may not exclude, as a preexisting 

condition, any condition covered by the group contract from 

which the enrollee converts. 

(i) a provision that clearly describes the amount of 

money an enrollee shall pay to the health maintenance 

organization to be covered for basic health care services. 

(4) A health maintenance organization may amend an 

enrollment form or an evidence of coverage in a separate 

document if the separate document is filed with and approved 

by the commissioner and issued to the enrollee. 

(5) (a) A health maintenance organization shall 

provide the same coverage for newborn infants, required by 

subsection (3)(e), as it provides for enrollees, except that 

for newborn infants there may be no waiting or elimination 

periods. A health maintenance organization may not assess a 

deductible or reduce benefits applicable to the coverage for 

newborn infants unless the deductible or reduction in 

benefits is consistent with the deductible or reduction in 

benefits applicable to all covered persons. 

(b) A health maintenance organization may not issue or 

amend an evidence of coverage in this state if it contains 
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1 any disclaimer, waiver, or other limitation of coverage 

2 relative to the accident and sickness coverage or 

3 insurability of newborn infants of an enrollee or his 

4 dependents from and after the moment of birth. 

5 (c) If a health maintenance organization requires 

6 payment of a specific fee to provide coverage of a newborn 

7 infant beyond 31 days of the date of birth of the infant, 

8 the evidence of coverage may contain a provision that 

9 requires notification to the health maintenance 

10 organization, within 31 days after the date of birth, of the 

11 birth of an infant and payment of the required fee. 

12 (6) A health maintenance organization may not use a 

13 schedule of charges for enrollee coverage for health care 

14 services or an amendment to a schedule of charges before it 

15 files a copy of the schedule of charges or the amendment to 

16 it with the commissioner. A health maintenance organization 

17 may evidence a subsequent amendment to a schedule of charges 

18 in a separate document issued to the enrollee. The charges 

19 in the schedule must be established in accordance with 

20 actuarial principles for various categories of enrollees, 

21 except that charges applicab~e to an enrollee must not be 

22 individually determined based on the status of his health. 

23 HeWeyerT--e~e--c~erges--may-~ee-ee-exceSS~yeT-~~edeqttaeeT-er 

24 tt~£air%y-discrimi~aeery-e~d-ca~~ee--ee--eme~ded--mere--e£ee~ 

25 e~e~--e~ce--i~--e--%i-me~e~--~eried--tt~%ess--e-mere-£reqtte~e 
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1 ameftemeft~-is-ae~ttaria~~y-;tts~i£iee-afte-fteeessary-~o-~reserve 

2 ~"e---£iftafteia~---so~veftey---o£---~"e---"ea~~"---maift~eftaftee 

3 orgaftiza~ioft.--A--eer~i£iea~ioft--by--a--~tta~i£iee-ae~ttary-or 

4 o~"er-~tta~i£iee-~ersoft-aeee~~ab~e-~e-~"e-eommissiofter-as--~o 

5 ~"e--a~~ro~ria~eftess--e£--~"e--ttse--o£-~"e-e"arges7-basee-eft 

6 reasoftab~e-assttm~~±OftS7-mttS~--aeeom~afty--~"e--£i~iftg7--a~oftg 

7 wi~"-aee~tta~e-stt~~or~iftg-ift£orma~ioft. 

8 (7) The commissioner shall, within a-reasoftab~e-~erioe 

9 60 DAYS, approve a form if the requirements of subsections 

10 (1) through (5) are met. A health maintenance organization 

11 may not issue a form or-ttse-a-se"eett~e-o£-e"arges before the 

12 commissioner approves the form or-e"e-"ea~~"-maift~eftaftee 

13 orgaftiza~ioft--£i~es--e"e--se"eett~e--o£---e"arges. If the 

14 commissioner disapproves the filing, he shall notify the 

15 filer. In the notice, the commissioner shall specify the 

16 reasons for his disapproval. The commissioner shall grant a 

17 hearing within 30 days after he receives a written request 

18 by the filer. 

19 (8) The commissioner may in his discretion require a 

20 health maintenance organization to submit any RELEVANT 

21 information he considers necessary in determining whether to 

22 approve or disapprove a filing made pursuant to this 

23 section. 

24 NEW SECTION. Section 9. Annual statement 

25 revocation for failure to file -- penalty for perjury. (1) 
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1 Eee" UNLESS IT IS OPERATED BY AN INSURER OR A HEALTH SERVICE 

2 CORPORATION AS A PLAN, EACH authorized health maintenance 

3 organization shall annually on or before March 1 file with 

4 the commissioner a full and true statement of its financial 

5 condition, transactions, and affairs as of the preceding 

6 December 31. The statement must be in the general form and 

7 content required by the commissioner. The statement must be 

8 verified by the oath of at least two principal officers of 

9 the health maintenance organization. The commissioner may in 

10 his discretion waive any verification under oath. 

11 (2) At the time of filing its annual statement, the 

12 health maintenance organization shall pay the commissioner 

13 the fee for filing its statement as prescribed in [section 

14 22]. The commissioner may refuse to accept the fee for 

15 continuance of the insurer's certificate of authority, as 

16 provided in [section 22], or may in his discretion suspend 

17 or revoke the certificate of authority of a health 

18 maintenance organization that fails to file an annual 

19 statement when due. 

20 (3) The commissioner may, AFTER NOTICE AND HEARING, 

21 impose a fine not to exceed $5,000 per violation upon a 

22 director, officer, partner, member, agent, or employee of a 

23 health maintenance organization who knowingly subscribes to 

24 or concurs in making or publishing an annual statement 

25 required by law that contains a material statement which is 
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1 false. 

2 (4) The commissioner may require such reports as he 

3 considers reasonably necessary and appropriate to enable him 

4 to carry out his duties under [sections 1 through 29]~ 

5 INCLUDING BUT NOT LIMITED TO A STATEMENT OF OPERATIONS, 

TRANSACTIONS, AND AFFAIRS OF A HEALTH MAINTENANCE 6 

7 

8 

ORGANIZATION OPERATED BY AN INSURER OR A HEALTH SERVICE 

CORPORATION AS A PLAN. 

9 NEW SECTION. Section 10. Information to enrollees. 

10 Each authorized health maintenance organization shall 

11 ~rom~e%y provide to its enrollees ~oe*ee 30 DAYS' ADVANCE 

12 NOTICE IN WRITING of any material change in the operation of 

13 the health maintenance organization that will affect them 

14 

15 

16 

17 

18 

19 

20 

directly. 

NEW SECTION. Section 11. Complaint 

(1) (a) Each authorized health maintenance 

shall establish and maintain a complaint system 

reasonable procedures to resolve written 

initiated by enrollees. A health maintenance 

may not use a complaint system: 

system. 

organization 

to provide 

complaints 

organization 

21 (i) before the commissioner approves it: and 

22 (ii) unless the health maintenance organization 

23 describes it in each evidence of coverage issued or 

24 delivered to an enrollee in this state. 

25 (b) Each time the health maintenance organization 
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1 denies a claim or initiates disenrollment, cancellation, or 

2 nonrenewal, it shall notify the affected enrollee of the 

3 right to file a complaint and the procedure for filing a 

4 complaint. 

S (c) Each health maintenance organization shall 

6 acknowledge a complaint within 10 days of receiving it. 

7 (d) Each health maintenance organization shall retain 

8 records of all complaints for 3 years and shall develop a 

9 summary for each year that must include: 

10 (i) a description of the procedures of the complaint 

11 system; 

12 (ii) the total number of complaints handled through the 

13 complaint system, a compilation of causes underlying the 

14 complaints filed, the date on which each complaint was 

15 filed, the date on which each complaint was resolved, the 

16 disposition of each complaint filed, the time it took to 

17 process each complaint, and a summary of each administrative 

18 change made because of a complaint; and 

19 (iii) the number, amount, and disposition of 

20 malpractice claims made by enrollees of the health 

21 maintenance organization that were settled during the year 

22 by the health maintenance organization. 

23 (e) The health maintenance organization shall annually 

24 on or before March 1 file with the commissioner the summary 

25 described in subsection (l)(d) for the preceding year. 
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1 (2) The commissioner shall hold in confidence the 

2 information provided by the health maintenance organization 

3 pursuant to subsection (l)(d)(iii). 

4 (3) The commissioner may examine a complaint system. 

5 NEW SECTION. Section 12. Investment regulations. A 

6 EXCEPT FOR A HEALTH MAINTENANCE ORGANIZATION OPERATED AS A 

7 PLAN BY A HEALTH SERVICE CORPORATION, A domestic health 

8 maintenance organization may invest its funds only as 

9 prescribed in ~tt%es-aaopeea-by-ehe--eoMm~ss~o"e~ TITLE 33, 

10 CHAPTER 2, PART 8. 

11 NEW SECTION. Section 13. Protection against 

12 insolvency. (1) Except as provided in subsections (4) 

13 through (7), each authorized health maintenance organization 

14 shall deposit with the commissioner cash, securities, or any 

15 combination of cash or securities acceptable to the 

16 commissioner in the amount set forth in this section. 

17 (2) The amount of the deposit for a health maintenance 

18 organization during the first year of its operation must be 

19 the greater of: 

20 (a) 5% of its estimated expenditures for health care 

21 services for its first year of operation~ 

22 (b) twice its estimated average monthly uncovered 

23 expenditures for its first year of operation; or 

24 (c) $100,000. 

25 (3) At the beginning of each succeeding year, unless 
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1 not applicable, the health maintenance organization shall 

2 deposit with the commissioner cash, securities, or any 

3 combination of cash or securities acceptable to the 

4 commissioner, in an amount equal to 4% of its estimated 

5 annual uncovered expenditures for that year. 

6 (4) Unless not applicable, a health maintenance 

7 organization that is in operation on [the effective date of 

8 this act] shall make a deposit equal to the greater of: 

9 (a) 1% of the preceding 12 months' uncovered 

10 expenditures: or 

11 (b) $100,000 on the first day of the fiscal year 

12 beginning 6 months or more after [the effective date of this 

13 act]. In the second fiscal year, if applicable, the amount 

14 of the additional deposit must be equal to 2% of its 

15 estimated annual uncovered expenditures. In the third fiscal 

16 year, if applicable, the additional deposit must be equal to 

17 3% of its estimated annual uncovered expenditures for that 

18 year. In the fourth fiscal year and subsequent years, if 

19 applicable, the additional deposit must be equal to 4% of 

20 its estimated annual uncovered expenditures for each year. 

21 Each year's estimate after the first year of operation must 

22 reasonably reflect the preceding year's operating experience 

23 and delivery arrangements. 

24 (5) The commissioner may in his discretion waive any 

25 of the deposit requirements set forth in subsections (1) 
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through (4) whenever he is satisfied that: 

(a) the health maintenance organization has sufficient 

net worth and an adequate history of generating net income 

to assure its financial viability for the next year: 

(b) the health maintenance organization's performance 

and obligations are guaranteed by an organization with 

sufficient net worth and an adequate history of generating 

net income; or 

(c) the health maintenance organization's assets or 

its contracts with insurers, health service corporations, 

governments, or other organizations are reasonably 

sufficient to assure the performance of its obligations. 

(6) When a health maintenance organization achieves a 

net worth not including land, buildings, and equipment of at 

least $1 million or achieves a net worth including 

organization-related land, buildings, and equipment of at 

least $5 million the annual deposit requirement under 

subsection (3) does not apply. The annual deposit 

requirement under subsection (3) does not apply to a health 

maintenance organization if the total amount of the 

accumulated deposit is greater. than the capital requirement 

for the formation or admittance of a disability insurer in 

this state. If the health maintenance organization has a 

guaranteeing organization that has been in operation for at 

least 5 years and has a net worth not including land, 
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1 buildings, and equipment of at least $1 million or that has 

2 been in operation for at least 10 years and has a net worth 

3 including organization-related land, buildings, and 

4 equipment of at least $5 million, the annual deposit 

5 requirement under subsection (3) does not apply. If the 

6 guaranteeing organization is sponsoring more than one health 

7 maintenance organization, however, the net worth requirement 

8 is increased by a multiple equal to the number of such 

9 health maintenance organizations. This requirement to 

10 maintain a deposit in excess of the deposit required of a 

11 disability insurer does not apply during any time that the 

12 

13 

14 

15 

16 

guaranteeing organization maintains for each 

maintenance organization it sponsors a net worth at 

equal to the capital and surplus requirements 

disability insurer. 

health 

least 

for a 

(7) All income from deposits belongs to the depositing 

17 health maintenance organization and must be paid to it as it 

18 becomes available. A health maintenance organization that 

19 has made a securities deposit may withdraw the deposit or 

20 any part of it after making a substitute deposit of cash, 

21 securities, or any combination of cash or securities of 

22 equal amount and value. A health maintenance organization 

23 may not substitute securities without prior approval by the 

24 commissioner. 

25 (8) In any year in which an annual deposit is not 
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required of a health maintenance organization, at the health 

maintenance organization's request, the commissioner shall 

reduce the previously accumulated deposit by $100,000 for 

each $250,000 of net worth in excess of the amount that 

allows the health maintenance organization to be exempt from 

the annual deposit requirement. If the amount of net worth 

no longer supports a reduction of its required deposit, the 

health maintenance organization shall immediately redeposit 

$100,000 for each $250,000 of reduction in net worth, except 

that its total deposit may not be required to exceed the 

maximum required under this section. 

(9) Eac" UNLESS IT IS OPERATED BY AN INSURER OR A 

HEALTH SERVICE CORPORATION AS A PLAN, EACH health 

maintenance organization shall have a minimum capital of at 

least $200,000 in addition to any deposit requirements under 

this section. The capital account must be in excess of any 

accrued liabilities and be in the form of cash, securities, 

or any combination of cash or securities acceptable to the 

commissioner. 

(10) Each health maintenance organization shall 

demonstrate that if it becomes insolvent: 

(a) enrollees hospitalized on the date of insolvency 

will be covered until discharged; and 

(b) enrollees will be entitled to similar alternate 

insurance coverage that does not contain any medical 
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1 underwriting or preexisting limitation requirements. 

2 NEW SECTION. Section 14. Prohibited practices. (1) A 

3 health maintenance organization, or representative thereof, 

4 may not cause or knowingly permit the use of advertising 

5 that is untrue or misleading, solicitation that is untrue or 

6 misleading, or any form of evidence of coverage that is 

7 deceptive. For purposes of [sections 1 through 29]: 

8 t8t--8-S~8~emeft~-or-~~em-o£-±ft£Orm8~±Oft--±s--eofts~dered 

9 ~o--be--~ft~r~e-~£-~~-does-fto~-eoft£orm-~o-£8e~-±ft-8fty-respee~ 

10 ~h8~-±s-or-m8y-be-s±~ft±£~e8ft~-~O-8ft-eftrO%%ee-o£T--or--per SOft 

11 eofts±der±ft~----eftro%%meft~----±ft7----8---he8%eh---m8±ft~eft8ftee 

12 Or~8ft~Z8~~Oft~ 

13 

14 

15 

16 

tbt~ a statement or item of 

considered to be misleading, whether or 

literally untrue, if, in the total context 

statement is made or the item of 

information is 

not it may be 

in which the 

information is 

17 communicated, a reasonable person, not possessing special 

18 knowledge regarding health care coverage, may reasonably 

19 understand the statement or item of information as 

20 indicating a benefit or advantage or the absence of an 

21 exclusion, limitation, or disadvantage of possible 

22 significance to an enrollee of, or person considering 

23 enrollment in, a health maintenance organization if the 

24 benefit or advantage or absence of limitation, exclusion, or 

25 disadvantage does not in fact exist; and 
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1 tet~ an evidence of coverage is considered to be 

2 deceptive if, when taken as a whole and with consideration 

3 given to typography, format, and language, it can cause a 

4 reasonable person, not possessing special knowledge 

5 regarding health maintenance organizations, to expect 

6 benefits, services, charges, or other advantages that the 

7 evidence of coverage does not provide or which the health 

8 maintenance organization issuing the evidence of coverage 

9 does not regularly make available to enrollees covered under 

10 

11 

12 

the evidence of coverage. 

(2) Title 33, chapter 18, applies to 

maintenance organizations and evidences of coverage 

health 

issued 

13 by a health maintenance organization, except to the extent 

14 that the commissioner determines that the nature of health 

15 maintenance organizations and evidences of coverage render 

16 the chapter clearly inappropriate. 

17 (3) A health maintenance organization shall clearly 

18 disclose in the evidence of coverage the circumstances under 

19 which it may disenroll, cancel, or refuse to renew an 

20 enrollee. A health maintenance organization may only 

21 disenroll, cancel, or refuse to renew an enrollee if the 

22 enrollee: 

23 (a) has failed to pay required premiums by the end of 

24 the grace period: 

25 (b) has committed acts of physical or verbal abuse 
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1 that pose a threat to providers or other enrollees of the 

2 health maintenance organization; 

3 (c) has allowed a nonenrollee to use the health 

4 maintenance organization's certification card to obtain 

5 services or has knowingly provided fraudulent information in 

6 applying for coverage; 

7 (d) has moved outside of the geographical service area 

8 of the health maintenance organization; or 

9 (E) HAS VIOLATED RULES OF THE HEALTH MAINTENANCE 

10 ORGANIZATION STATED IN THE EVIDENCE OF COVERAGE; 

11 (F) HAS VIOLATED RULES ADOPTED BY THE COMMISSIONER FOR 

12 

13 

14 

ENROLLMENT IN A HEALTH MAINTENANCE ORGANIZATION; OR 

tetlQl is unable to establish or maintain 

satisfactory physician-patient relationship with 

a 

the 

15 physician responsible for the enrollee's care. Disenrollment 

16 of an enrollee for this reason must be permitted only if the 

17 health maintenance organization can demonstrate that it 

18 provided the enrollee with the opportunity to select an 

19 alternate primary care physician, made a reasonable effort 

20 to assist the enrollee in establishing a satisfactory 

21 physician-patient relationship, and informed the enrollee 

22 that he may file a grievance on this matter. 

23 (4) A health maintenance organization may not 

24 disenroll an enrollee under subsection (3) for reasons 

25 related to the physical or mental condition of the enrollee 
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or for any of the following reasons: 

(a) failure of the enrollee to follow a prescribed 

course of treatment; or 

(b) administrative actions, such as failure to keep an 

appointment. 

(5) (a) A health maintenance organization that 

disenrolls a group certificate holder for any reason exee~e 

ia±%tt~e--eo--~ay--~eqtt±~ed-~~em±ttms NOT LISTED IN SUBSECTION 

(3) OR PROVIDED IN RULES ADOPTED BY THE COMMISSIONER shall 

make arrangements to provide similar alternate insurance 

coverage to enrollees. The insurance coverage must be 

continued until the disenrolled group certificate holder 

finds its own coverage or a period of 36 12 months elapses, 

whichever comes first. The premium on the individual 

coverage must be at the then-customary rate applicable to 

the individual coverage offered by the insurer, health 

service corporation, or health maintenance organization that 

provides the alternate insurance coverage. 

(b) If a health maintenance organization disenrolls an 

enrollee covered on an individual basis for any reason 

exee~e--ia±%tt~e--eo--~ay--~eqtt±~ed--~~em±ttms NOT LISTED IN 

SUBSECTION (3) OR PROVIDED IN RULES ADOPTED BY THE 

COMMISSIONER, coverage must be . continued until the 

anniversary date of the policy or for 1 year, whichever is 

earlier. A health maintenance organization that disenrolls 
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1 an individual enrollee for failure to pay a required premium 

2 or for fraudulent statements on the enrollment form need not 

3 provide alternate insurance coverage to that enrollee. 

4 (6) A health maintenance organization may not refer to 

5 itself as an insurer unless licensed as an insurer or use a 

6 name deceptively similar to the name or description of an 

7 insurer authorized to transact insurance in this state. 

8 (7) A person may not refer to itself as a health 

9 maintenance organization or HMO unless it holds a valid 

10 certificate of authority issued by the commissioner. 

11 NEW SECTION. Section 15. Agent license required 

12 application, issuance, renewal, fees penalty. (1) No 

13 individual, partnership, or corporation may act as or hold 

14 himself out to be an agent of a health maintenance 

15 organization unless he is: 

16 (a) licensed as a disability insurance agent by the 

17 commissioner pursuant to chapter 17, parts 1, 2, and 4 of 

18 this title OR LICENSED AS AN ENROLLMENT REPRESENTATIVE UNDER 

19 33-30-311 THROUGH 33-30-313; and 

20 (b) appointed or authorized by the health maintenance 

21 organization to solicit health care service agreements on 

22 its behalf. 

23 

24 

25 

(2) Application, appointment and qualification for a 

health maintenance 

applicable to and the 

organization 

issuance of 
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1 organization agent license, and renewal of a health 

2 maintenance organization agent license must be in accordance 

3 with the provisions of chapter 17 that apply to a disability 

4 insurance agent. 

5 (3) An individual, partnership, or corporation who 

6 holds a disability insurance agent license on [the effective 

7 date of this act] need not requalify by an examination to be 

8 licensed as a health maintenance organization agent. 

9 (4) The commissioner may, in accordance with 33-1-313, 

10 33-1-317, 33-17-411, and chapter 17, part 10, suspend, 

11 revoke, refuse to issue or renew a health maintenance 

12 organization agent license, or impose a fine upon the 

13 licensee. 

14 NEW SECTION. Section 16. Powers of insurers and 

15 health service corporations. (1) An insurer authorized to 

16 transact insurance in this state or a health service 

17 corporation authorized to do business in this state may, 

18 either directly or through a subsidiary or affiliate, 

19 organize and operate a health maintenance organization under 

20 the provisions of (sections 1 through 29]. Notwithstanding 

21 any other law which may be inco~sistent with this section, 

22 two or more insurers, health service corporations, or 

23 subsidiaries or affiliates thereof may jointly organize and 

24 operate a health maintenance organization. The business of 

25 insurance is considered to include the provision of health 
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1 care services by a health maintenance organization owned or 

2 operated by an insurer or a subsidiary thereof. 

3 (2) Notwithstanding any insurance or health service 

4 corporation laws, an insurer or a health service corporation 

5 may contract with a health maintenance organization to 

6 provide insurance or similar protection against the cost of 

7 care provided through a health maintenance organization and 

8 to provide coverage if the health maintenance organization 

9 fails to meet its obligations. 

10 (3) The enrollees of a health maintenance organization 

11 constitute a permissible group under this title. The insurer 

12 or health service corporation may make benefit payments to 

13 health maintenance organizations for health care services 

14 rendered by providers under the contracts described in 

15 subsection (2). 

16 (4) Nothing in this section exempts a health 

17 maintenance organization that provides health care services 

18 from complying with the applicable certificate of need 

19 requirements under Title 50, chapter 5, parts 1 and 3. 

20 NEW SECTION. Section 17. Examination. (1) The 

21 commissioner may examine the affpirs of a health maintenance 

22 organization aftd--ehe--~ro.iders--wieh--whom---ehe---hea%eh 

23 maifteeftaftee-orgaftizaeioft-has-eofteraees,-agreemeftes,-or-oeher 

24 arraftgemeftes as often as is reasonably necessary to protect 

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

2 (2) The department of health may examine the q~e%±ty 

3 AVAILABILITY, ACCESSIBILITY, AND CONTINUITY of the health 

4 care services provided by any health maintenance 

5 organization and the providers with whom the health 

6 maintenance organization has contracts, agreements, or other 

7 arrangements as often as is reasonably necessary to protect 

8 the interests of the people of this state. The department of 

9 health shall make such an examination at least once every 3 

10 years. 

11 (3) Each authorized health maintenance organization 

12 and provider shall submit its relevant books and records for 

13 the examinations and in every way facilitate the 

14 examinations. For the purpose of examination, the 

15 commissioner and the department of health may administer 

16 oaths to and examine the officers and agents of the health 

17 maintenance organization and the principals of the providers 

18 concerning their business. 

19 (4) (a) (i) Upon presentation of a detailed account of 

20 the charges and expenses of examinations by the 

21 commissioner, the health maintenance organization being 

22 examined shall pay to the examiner as necessarily incurred 

23 on account of the examination the actual travel expenses, a 

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

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

2 such an account periodically during the course of the 

3 examination or at the termination of the examination as the 

4 commissioner considers proper. A person may not pay and an 

5 examiner may not accept any additional emolument on account 

6 of any such examination. 

7 (ii) If a health maintenance organization fails to pay 

8 the charges and expenses as referred to in subsection 

9 (4)(a)(i), the commissioner shall pay them out of the funds 

10 of the commissioner in the same manner as other 

11 disbursements of such funds. The amount so paid must be a 

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

13 state and may be recovered by suit by the attorney general 

14 on behalf of the state of Montana and restored to the 

15 appropriate fund. 

16 (b) The expenses of examination conducted by the 

17 director under this section must be assessed against the 

18 health maintenance organization and remitted to the 

19 director. Such remitted expenses are statutorily 

20 appropriated to the department of health as provided in 

21 17-7-502. 

22 (5) In lieu of an examination, the commissioner or the 

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

24 commissioner or the director of another state. 

25 NEW SECTION. Section 18. Suspension or revocation of 
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1 certificate of authority. (1) The commissioner may in his 

2 discretion suspend or revoke any certificate of authority 

3 issued to a health maintenance organization under [sections 

4 1 through 29] if he finds that any of the following 

5 conditions exist: 

6 (a) The health maintenance organization is operating 

7 in contravention of its basic organizational document or in 

8 a manner contrary to that described in any other information 

9 submitted under [section 3] AND PROVIDED THAT SUCH OPERATION 

10 ADVERSELY AFFECTS THE HEALTH MAINTENANCE ORGANIZATION'S 

11 ABILITY TO PROVIDE BENEFITS AND OPERATE UNDER THE 

12 APPLICATION APPROVED BY THE COMMISSIONER, unless amendments 

13 to such submissions have been filed with and approved by the 

14 commissioner. 

15 (b) The health maintenance organization issues 

16 evidences of coverage or uses a schedule of charges for 

17 health care services that do not comply with the 

18 requirements of [section 8]. 

19 (c) The health maintenance organization does not 

20 provide or arrange for basic health care services. 

21 (d) The director, AFTER NOTICE AND HEARING, certifies 

22 to the commissioner that: 

23 (i) the health maintenance organization does not meet 

24 the requirements of [section 4(1)]; or 

25 (ii) the health maintenance organization is unable to 
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1 fulfill its obligations to furnish health care services. 

2 (e) The health maintenance organization is no longer 

3 financially responsible and may reasonably be expected to be 

4 unable to meet its obligations to enrollees or prospective 

5 enrollees. 

6 (f) The health maintenance organization has failed to 

7 implement a mechanism affording the enrollees an opportunity 

8 to participate in matters of policy and operation under 

9 [section 6]. 

10 (g) The health maintenance organization has failed to 

11 implement the complaint system required by [section 11] to 

12 resolve valid complaints in a reasonable manner. 

13 (h) The health maintenance organization, or any person 

14 on its behalf, has advertised or merchandised its services 

15 in an untrue, misrepresentative, misleading, deceptive, or 

16 unfair manner. 

17 (i) The continued operation of the health maintenance 

18 organization would be hazardous to its enrollees. 

19 (j) The health maintenance organization has otherwise 

20 failed to substantially comply with [sections 1 through 29]. 

21 (2) The commissioner may in his discretion suspend or 

22 revoke a certificate of authority only if he complies with 

23 

24 

25 

the requirements of [section 21]. 

(3) When the certificate of 

maintenance organization is 
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maintenance organization may not, during the period of such 

suspension, enroll any additional enrollees except newborn 

infants or other newly acquired dependents of existing 

enrollees and may not engage in any advertising or 

solicitation. 

(4) If the commissioner revokes the certificate of 

authority of a health maintenance organization, the health 

maintenance organization shall proceed, immediately 

following the effective date of the order of revocation, to 

wind up its affairs and may not transact further business 

except as may be essential to the orderly conclusion of its 

affairs. It may not engage in further advertising or 

solicitation following the effective date of the order of 

revocation. The commissioner may by written order permit 

further operation of the health maintenance organization if 

he finds further operation to be in the best interest of 

enrollees to the extent that enrollees will be afforded the 

greatest practical opportunity to obtain continuing health 

care coverage. 

NEW SECTION. Section 19. Supervision, rehabilitation, 

or liquidation of a health maintenance organization. (1) The 

supervision, rehabilitation, or liquidation of a health 

maintenance organization is considered to be the 

supervision, rehabilitation, or liquidation of an insurer 

and must be conducted under the supervision of the 
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1 

2 

commissioner 

commissioner 

pursuant 

may apply 

to 

for 

chapter 

an order 

2, part 13. The 

directing him to 

3 supervise, rehabilitate, or liquidate a health maintenance 

4 organization u~on anyone or more grounds set out in 

5 33-2-1321, 33-2-1331, or 33-2-1341 or when in his opinion 

6 the continued operation of the health maintenance 

7 organization would be hazardous either to the enrollees or 

8 to the people of this state. Enrollees shall have the same 

9 priority in the event of liquidation or rehabilitation as 

10 the law provides to policyholders of an insurer. 

11 (2) A claim by a health care provider for an uncovered 

12 expenditure has the same priority as a claim by an enrollee 

13 if the provider of services agrees not to assert the claim 

14 against any enrollee of the health maintenance organization. 

15 NEW SECTION. Section 20. Rules. (1) The commissioner 

16 may, after notice and hearing, make reasonable rules 

17 necessary to effectuate [sections 1 through 29]. 

18 (2) The department of health may make reasonable rules 

19 necessary to effectuate [sections 1 through 29]. 

20 NEW SECTION. Section 21. Administrative procedures. 

21 (1) When the commissioner has cause to believe that grounds 

22 for the denial of an application for a certificate of 

23 authority exist or that grounds for the suspension or 

24 revocation of a certificate of authority exist, he shall 

25 give written notice to the health maintenance organization 
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and the department of health 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) The director or his designated representative may 
I 

attend the hearing and may participate in the proceeding. 

The· recommendations and findings of the director with 

respect to matters relating to the q~a%~ey AVAILABILITY, 

ACC~SSIBILITY, AND CONTINUITY of health care services 
~~~~~~~~--~~--~~~~~ 

provided in connection with any decision regarding denial, 

suspension, or revocation of a certificate of authority must 

be conclusive and binding upon the commissioner. After the 

heating, or upon the failure of the health maintenance 

organization to appear at the hearing, the commissioner 

shall make written findings and act as he considers 

advisable. The commissioner shall mail the written findings 

to the health maintenance organization and submit a copy to 

the director. The action of the commissioner and the 

recommendations and findings of the director are subject to 

rev~ew by the district court having jurisdiction. The court 

may" in disposing of the issue before it, modify, affirm, or 

rev~rse the order of the commissioner in whole or in part. 

(3) ~he-Me~ea~a-Adm~~~serae~~e-Preeed~re-Aee,-~~e%e-~, 

eh~~eer-4,-a~~%~es-ee-~reeeed~~~s-tt~der-eh~s-seee~e~-ee--ehe 

exele~e-~e-~s-~ee-~ft-eeft£%~ee-w~eh-eh~s-seee~o~,;, WHERE NOTICE 
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1 AND HEARING ARE REQUIRED WITH REGARD TO ACTIONS TAKEN BY THE 

2 COMMISSIONER UNDER (SECTIONS 1 THROUGH 29], THE REQUIREMENTS 

3 OF 33-1-314 THROUGH 33-1-316 AND TITLE 33, CHAPTER 1, PART 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

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 [SECTIONS 1 

THROUGH 29], THE PROVISIONS OF TITLE 2, CHAPTER 4, PARTS 6 

AND 7, APPLY. 

(4) WHERE NOTICE AND HEARING ARE REQUIRED WITH REGARD 

TO ACTIONS TAKEN BY THE DIRECTOR UNDER [SECTIONS 1 THROUGH 

29], THE PROVISIONS OF TITLE 2, CHAPTER 4, PARTS 6 AND 7, 

APPLY. 

NEW SECTION. Section 22. 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; 

(cl for filing each annual statement, $25L 

(D) FOR ANNUAL CONTINUATION OF CERTIFICATE OF 

AUTHORITY, $300. 

(2) All fees and miscellaneous charges, except fines 

or penalties or those amounts received pursuant to (sections 
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1 9(3j and 23], collected by the commissioner pursuant to 

2 [seetions 1 through 29] and the rules adopted thereunder 

3 must be deposited in the insurance regulatory trust account 

4 pur$uant to 17-2-121 through 17-2-123. 

5 (3) The director may assess fees necessary and 

6 ade4uate to cover the expenses of the director's functions, 

7 eeh.r--eha"--exam~"ae~e"e, under this chapter. S~eh-£eee-are 

8 eeat~eer~%y-apprepr~aeed-ee--ehe--depareme"e--e£--hea%eh--ae 

9 prey~ded--~"--%T-T-59%. ~HESE-PEES-MHS~-BB-BBPeS!~BB-!N-~HB 

10 SBNeRAb-PHNB. SUCH FEES ARE STATUTORILY APPROPRIATED TO THE 

11 DEPARTMENT OF HEALTH AS PROVIDED IN 17-7-502. 
I 

12 NEW SECTION. Section 23. Penalties and enforcement. 

13 (1) The commissioner may, in addition to suspension or 

14 revocation of a certificate of authority under [section 18], 

15 AFT~R NOTICE AND HEARING, impose an administrative penalty 

16 in an amount not less than $500 or more than $10,000 if he 

17 gives reasonable notice in writing of the intent to levy the 

18 pen~lty and the health maintenance organization has a 

19 reasonable time within which to remedy the defect in its 

20 operations that gave rise to the penalty citation. ~he 

21 eemm~ee~e"er-may-a~gme"e-eh~e-p~"a%ey-by-a"-ame~"e-eq~a%--ee 

22 ehe--e~m--ehae--he--ea%e~%aeee-ee-be-ehe-damagee-e~££ered-by 

23 e"~e%%eee-er-eeher-membere-e£-ehe-p~b%~e. 

24 (2) tat If the commissioner or the director has cause 

25 to I believe that a violation of [sections 1 through 29] has 
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occurred or is threatened, the commissioner or the director 

may: 

t~t~ give notice to the health maintenance 

organization and to the representatives or other persons who 

appear to be involved in the suspected violation~ 

t~~t~ arrange a conference with the alleged 

violators or their authorized representatives to attempt to 

ascertain the facts relating to the suspected violation; and 

t~~~tlfl if it appears that a violation has occurred 

10 or is threatened, arrive at an adequate and effective means 

11 of correcting or preventing the violation. 

12 tbt--Preeeed~ft~s-~ftder-eft~S-SHbseee~eft-are-ftee-~everfted 

13 by-afty-£erma~-~reeedHra~-reqH~remeftes-aftd-may--be--eeftdHeeed 

14 ~ft--a--maftfter--efte--eemm~ss~efter--er--efte-d~reeeer-eefts~ders 

15 a~~re~r~aee--Hftder--efte---e~reHmSeaftees.---HeweverT---Hft~eSS 

16 eeftsefteed-ee-by-efte-ftea~eft-ma~fteeftaftee-er~aft~zat~eft7-fte-rH~e 

17 er-erder-may-resH~e-£rem-a-eeft£ereftee-Hfte~~-efte-reqH~remeftes 

18 e£-tseee~eft-i%t-er-eft~s-seee~eft-are-sae~s£~ed. 

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

20 a health maintenance organization or its representative to 

21 cease and desist from engag~ng in an act or practice in 

22 violation of [sections 1 through 29]. 

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

24 desist order, the respondent may request a hearing to 

25 determine whether acts or practices in violation of 

-52- SB 353 



SB 0353/gray 

1 [sections 1 through 29] have occurred. The hearing must be 

2 conducted pursuant to Title 2, chapter 4, part 6, and 

3 judicial review must be available as provided by Title 2, 

4 chapter 4, part 7. 

5 (4) If a health maintenance organization violates a 

6 provision of [sections 1 through 29] and the commissioner 

7 elects not to issue a cease and desist order or if the 

8 respondent does not comply with a cease and desist order 

9 issued pursuant to subsection (3), the commissioner may 

10 institute a proceeding to obtain injunctive or other 

11 appropriate relief in the district court of Lewis and Clark 

12 County. 

13 NEW SECTION. Section 24. Statutory construction and 

14 relationship to other laws. (1) Except as otherwise provided 

15 in [sections 1 through 29], the insurance or health service 

16 corporation laws do not apply to any health maintenance 

17 organization authorized to transact business under [sections 

18 1 through 29]. This provision does not apply to an insurer 

19 or health service corporation licensed and regulated 

20 pursuant to the insurance or health service corporation laws 

21 of this state except with respect to its health maintenance 

22 organization activities authorized and regulated pursuant to 

23 [sections 1 through 29]. 

24 (2) Solicitation of enrollees by a health maintenance 

25 organization granted a certificate of authority or its 
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1 representatives may not be construed as a violation of any 

2 law relating to solicitation or advertising by health 

3 professionals. 

4 (3) A health maintenance organization authorized under 

5 [sections 1 through 29] may not be considered to be 

6 practicing medicine and is exempt from Title 37, chapter 3, 

7 relating to the practice of medicine. 

8 (4) The provisrons of [sections 1 through 29] do not 

9 exempt a health maintenance organization from the applicable 

10 certificate of need requirements under Title 50, chapter 5, 

11 parts 1 and 3. 

12 NEW SECTION. Section 25. Filings and reports as 

13 public documents. All applications, filings, and reports 

14 required under [sections 1 through 29], except those that 

15 contain trade secrets or privileged or confidential 

16 commercial or financial information (other than an annual 

17 

18 

19 

20 

financial statement that the commissioner may require 

[section 9]), are public documents. 

NEW SECTION. Section 26. Confidentiality of 

information. (1) Any data or information pertaining 

under 

medical 

to the 

21 diagnosis, treatment, or health of an enrollee or applicant 

22 obtained from the enrollee, applicant, or a provider by a 

23 health maintenance organization must be held in confidence 

24 and may not be disclosed to any person except: 

25 (a) to the extent that it may be necessary to carry 
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lout the purposes of [sections 1 through 29]; 

2 (b) upon the express consent of the enrollee or 

3 applicant; 

4 (c) pursuant to statute or court order for the 

5 production of evidence or the discovery thereof; or 

6 (d) in the event of claim or litigation between the 

7 enrollee or applicant and the health maintenance 

8 organization wherein the data or information is pertinent. 

9 (2) A health maintenance organization is entitled to 

10 claim the same statutory privileges against disclosure that 

11 the provider who furnished the information to the health 

12 maintenance organization is entitled to claim. 

13 NEW SECTION. Section 27. Authority of director to 

14 contract. The director in carrying out his obligations under 

15 [sections 4(1), 17(2), and 18(1)] may contract with 

16 qualified persons to make recommendations concerning the 

17 determinations he is required to make. The contractors' 

18 recommendations may be accepted OR REJECTED in full or in 

19 part by the director. 

20 NEW SECTION. Section 28. Acquisition, control, or 

21 merger of a health maintenance organization. (1) Except as 

22 provided in 33-2-1106 and subsection (2), no person may 

23 tender for, request, or invite tenders of, or enter into an 

24 agreement to exchange securities for or acquire in the open 

25 market or otherwise, any voting security of a health 
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1 maintenance organization or enter into any other agreement 

2 if, after the consummation thereof, that person would, 

3 directly or indirectly, or by conversion or by exercise of 

4 any right to acquire, be in control of the health 

5 maintenance organization. 

6 (2) No person may enter into an agreement to merge or 

7 consolidate with or otherwise to acquire control of a health 

8 maintenance organization, unless, at the time any offer, 

9 request, or invitation is made or any agreement is entered 

10 into, or prior to the acquisition of the securities if no 

11 offer or agreement is involved, the acquiring person has 

12 filed with the commissioner and has sent to the health 

13 maintenance organization information required by 

14 33-2-1104(2) and the commissioner has approved the offer, 

15 request, invitation, agreement, or acquisition pursuant to 

16 33-2-1105. 

17 NEW SECTION. Section 29. Dual choice. tit-Eaeh-p~biie 

18 o~-p~iva~e-empioye~-i~-~h~s-s~a~e-~ha~-empioys-~o~-iess-~ha~ 

19 %S--empioyees-a~a-o££e~s-~~s-empioyees-a-heai~h-be~e£~~-pia~ 

20 a~a-eaeh-empieyee-be~e£~~-£tt~a-i~-~h±s-s~a~e-~ha~-o££e~s-i~s 

21 membe~s-a~y-£erm-e£-a~sab~i±~y-~~sttra~ee-be~e£~~-shai%--ma~e 

22 ava±iab%e--ee--a~a--~~£erm--±es--emp%eyees-er-members-e£-~he 

23 op~±e~--~e--e~re%%--~~--ae--%eas~--e~e--hea%eh---mai~~e~a~ee 

24 or~a~izae±e~--he%a~~~--a-va%~a-eer~±£iea~e-e£-att~hori~y-~ha~ 

25 previaes-heai~h-eare-serv~ees-±~--ehe--~ee~raphie--areas--i~ 
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1 wftieft--a--s~bs~a"~*a%--"~mber--o£--~fte--em~ioyees-or-members 

2 reside~-%£--~ftere--is--a--~revai%i"g--eo%%ee~*ve--bargai"*"g 

3 agreeme"~7---~fte---seiee~io"---o£---~fte--fteai~ft--ma*"~e"a"ee 

4 orga"iza~io"-~o-be-made-ava*iabie-~e-~fte-em~ioyees--m~s~--be 

5 made-~~rstta"~-~e-efte-agreeme"e~ 

6 t%t An employer in this state THAT OFFERS ITS 

7 EMPLOYEES THE OPTION TO ENROLL IN A HEALTH MAINTENANCE 

8 ORGANIZATION AND AN EMPLOYEE BENEFIT FUND IN THIS STATE THAT 

9 OFFERS ITS MEMBERS THE OPTION TO ENROLL IN A HEALTH 

10 MAINTENANCE ORGANIZATION may not be required to pay more for 

11 health benefits as-a--restti~--e£--efte--a~~iiea~*o"--o£--eft*s 

12 see~ie" PROVIDED BY THE HEALTH MAINTENANCE ORGANIZATION than 

13 it would otherwise be required to provide by any prevailing 

14 collective bargaining agreement or other contract for the 

15 provision of health benefits to its employees, if the 

16 employer or benefits fund pays to the health maintenance 

17 organization chosen by each employee or member an amount 

18 equal to the lesser of: 

19 tatlll the amount paid on behalf of its other 

20 employees or members of health benefits; or 

21 tbt11l the health maintenance organization's charge 

22 for coverage approved by the commissioner pursuant to 

.23 [section 8]. 

24 See~ie"-3e~--See~~e"--33-%%-iii7--MeA7--is--ame"ded--ee 

25 read~ 
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1 u33-%%-%%%.--Pe%±e±es-ee-prev±de-£er-£reedem-e£--ehe±ee 

2 e£-preee±e±e~ers----pre£ess±e~e%-preee±ee-~ee-e~%erged.--t%t 

3 A%% Exeeee--es--erev±ded--±~--fseee±e~s--%-ehre~9h-z9+7-e%% 

4 pe%±e±es--e£--d±seb±%±ey--±~s~re~ee7--±~e%~d±~~--±~d±v±d~e%7 

5 ~re~p7--e~d--b%e~~ee-pe%~e~eS7-e~d-e%%-pe%~e~es-±~s~r±~~-ehe 

6 peyme~e-e£-eempe~see~e~-~~der-ehe-Wer~ers~-eempe~see~e~--Aee 

7 she%%--prev~de-ehe-~~s~red-she%%-heve-£~%%-£reedem-e£-ehe~ee 

8 ±~-ehe-se%eee~e~-e£-e~y-d~%y--%±ee~sed--phys±e±e~7--de~e~se7 

9 eseeepeeh7-----eh±repreeeer7----epeemeer±se7----eh~reped~se7 

10 psyehe%e~±Se7-%±ee~sed-see±e%-Wer~er7-er-~~rse-spee~e%±se-es 

11 spee±£±ee%%y-%~seed-±~-3~-e-z9z-£er-ereeeme~e-e£-e~y-~%%~ess 

12 er-~~;~ry-w~eh~~-ehe-seepe-e~d-%±m±eee±e~s-e£-h±s--preee±ee. 

13 Whe~ever--s~eh-pe%±e±es-±~s~re-e~e±~se-ehe-expe~se-e£-dr~~s7 

14 ehe-±~s~red--she%%--heve--£~%%--£reedem--e£--ehe±ee--±~--ehe 

15 se%eee±e~--e£--e~y--d~%y-%±ee~sed-e~d-~e~±see~ed-phe~mee±se. 

16 A~-±~s~~e~-she%%-e££e~7-ee-edd±e±e~e%-eese-ee--ehe--±~s~~ed7 

17 ehe--ope±o~--e£-d±seb±%±ey-e~d-hee%eh-±~s~~e~ee-eeve~e~e-£o~ 

18 se~v±ees-per£e~med-by-e-%±ee~sed-p~o£ess±e~e%-eo~~se%o~. 

19 tzt--Neeh±~~-±~-eh±s--seee±o~--she%%--be--ee~se~~ed--es 

20 e~%er~±~~--ehe--seepe--e~d-%±m±eee±o~s-e£-p~eee±ee-e£-e~y-e£ 

21 ehe-%±ee~sed-pro£ess±e~s-e~~mereeed-±~-s~bseee±e~--t%t;--~er 

22 she%%--eh±s--seee±e~--be-ee~se~~ed-es-eme~d±~~7-e%eer±~~7-or 

23 repee%±~~-e~y-seeettees-re%ee±~~-eo-ehe-%±ee~s±~~-er--~se--e£ 

24 hesp±ee%s.u 

25 Seee±e~-3%.--Seee±e~-%~-~-59z7-MeA7-±s-eme~ded-ee-~eed~ 
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U:T-T-59z~--S~a~tt~ery--a~~re~ria~iefts-----ee£ifti~±eft--­

reqttisi~es-£er-~a%±ei~y~--t%t-A-s~a~tt~ery--a~~re~ria~ieft--±s 

aft--a~~re~ria~ieft--maee--ey--~ermafteft~--%aw--~ha~-att~herizes 

s~efteift~-ey-a-s~a~e-a~eftey-wi~hett~-~he-fteee-£er--a--eieftft±a% 

%e~is%a~i~e-a~~re~ria~±eft-er-ette~e~-ameftemeft~~ 

tzt--Exee~~--as--~re~ieee--ift--stteSee~±eft--t4t7--~e--ee 

e££ee~±~e7-a-s~a~tt~ery-a~~re~ria~±eft-mtts~-eem~%y--wi~h--ee~h 

e£-~he-£e%%ew±ft~-~re~±siefts~ 

tat--~he-%aw-eeft~a±ft±ft~-~he-s~a~tt~ery-att~heri~y-mtts~-ee 

%is~ee-±ft-sttesee~±eft-t3t~ 

tet--~he--%aw--er-~er~±eft-e£-~he-%aw-ma~ift~-a-s~a~tt~ery 

a~~re~r±a~±eft--mtts~--s~ee±£±ea%%y--s~a~e--~ha~--a--s~a~tt~ery 

a~~re~ria~±eft-±s-maee-as-~re~±eee-ift-~"±s-see~ieft~ 

t3t--~he--£e%%ewift~--%aws--are-~he-eft%y-%aws-eeft~a±ftift~ 

s~a~tt~ery-a~~re~r±a~±efts~ 

tat--%-9-z9z; 

tet--z-%:r-%9S; 

tet--%-%8-8%z; 

tet--%9-3-%93; 

tet--:9-3-3:z; 

t£t--%9-3-3:4; 

t~t--%9-4-39:; 

tht--%3-3:r-394; 

tit--%S-3%-:r9z; 

t;t--%5-36-%%%; 
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1 tltt--:!:5-:t9-:!:9:!:7 

2 t:!:t--:!:6-:!:-4941' 

3 tmt--:!:6-:!:-4:!:97 

4 tl'\t--:!:6-:!:-4:!::!:1' 

5 tot--:!::t-3-~:!:~7 

6 t~t--:!::r-S-4947 

7 tqt--:!::r-S-4~47 

8 trt--:!::t-S-8941' 

9 t!!tt--:!:9-8-S941' 

10 t~t--:!:9-9-:r9~7 

11 tttt--:!:9-9-:!:99:r7 

12 t"lt--:!:9-:!:9-~9S7 

13 twt--:!:9-:!:9-39S7 

14 txt--:!:9-:!:9-S967 

15 tyt--:!:9-:!::!:-S:!:~7 

16 tzt--:!:9-:!::!:-S:!:37 

17 tetett-:!:9-:!::!:-6967 

18 tbbt-:!:9-:!:~-39:!:7 

19 teet-:!:9-:!:3-6947 

20 taat-~9-6-4967 

21 teet-~9-8-:!::!::!:7 

22 t££t-~3-S-6:!:%1' 

23 tggt-t!!teeeiOl'\-:!::rt7 

24 t""t-t!!teeeiOl'\-%~t7 

25 tggt±!!i-3:t-S:!:-59:!:7 
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1 .hhtiiit-S3-i4-i967 

2 t~~tt~~t-TS-%-%%9%7 

3 t;;t±!!i-TS-T-39S7 

4 t~~t~-89-i-%937 

5 t%%t~-89-i-ii87 

6 tMmt~-99-3-39%7 

7 tftftt±22t-99-3-39i7 

8 teetfggt-99-%S-%937-afte 

9 t~~ttrrt-gee.-%37-HB-86%7-D.-%98S. 

10 t4t--~here-~s-a--seaetteery--a~~re~r~ae~eft--ee--pay--ehe 

11 pr~fte~pa%7-~fteereSe7-prem~ttmS7-afte-eeses-e£-~SS~~ft~7-Pay~ft~7 

12 afte-seettr~ft~-a%%-befteS7-fteeeS7-er-eeher-eb%~~ae~eftS7-aS-ette7 

13 ehae-have-beeft-atteher~zee-afte-~ss~ee-p~rsttafte-ee-ehe-%aws-e£ 

14 Mefteafta.---A~efte~es---ehae---have--efteeree--~ftee--a~reemeftes 

15 atteher~zee--by--ehe--%aws--e£--Mefteafta--ee--~ay--ehe---seaee 

16 ereaSttrer7--£er--eepes~e-~ft-aeeerdaftee-w~eh-1T-i-19%-ehrett~h 

17 %T-i-%9T7-aS-eeeerm~ftee-by-ehe-seaee--ereaSttrer7--aft--amettfte 

18 stt££~e~efte--eo--pay-ehe-pr~fte~pa%-afte-~fteerese-as-ette-eft-ehe 

19 beftes-er-fteees-have-seaetteery--apprepr~ae~eft--atteher~ey--£er 

20 stteh-paymeftes.A 

21 . SECTION 30. SECTION 17-7-502, MCA, IS AMENDED TO READ: 

22 "17-7-502. Statutory appropriations -- definition 

23 requisites for validity. (1) A statutory appropriation is an 

24 appropriation made by permanent law that authorizes spending 

25 by a state agency without the need for a biennial 
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1 legislative appropriation or budget amendment. 

2 (2) Except as provided in subsection (4), to be 

3 effective, a statutory appropriation must comply with both 

4 of the following provisions: 

5 (a) The law containing the statutory authority must be 

6 listed in subsection (3). 

7 (b) The law or portion of the law making a statutory 

8 appropriation must specifically state that a statutory 

9 appropriation is made as provided in this section. 

10 . (3) The following laws are the only laws containing 

11 statutory appropriations: 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(a) 2-9-202: 

(b) 2-17-105; 

(c) 2-18-812; 

(d) 10-3-203: 

(e) 10-3-312: 

(f) 10-3-314: 

(g) 10-4-301: 

(h) 13-37-304: 

(i) 15-31-702: 

(j) 15-36-112: 

(k) 15-70-101: 

(1) 16-1-404: 

(m) 16-1-410: 

(n) 16-1-411: 
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f 

1 (0 ) 17-3-212~ 

2 (p) 17-5-404~ 

3 ( q) 17-5-424; 

4 ( r) 17-5-804~ 

5 ( s) 19-8-504; 

6 ( t ) 19-9-702; 

7 (u) 19-9-1007; 

8 (v) 19-10-205; 

9 (w) 19-10-305; 

10 (x) 19-10-506; 

11 (y) 19-11-512; 

12 ( z ) 19-11-513; 

13 (aa) 19-11-606; 

14 (bb) 19-12-301; 

15 (cc) 19-13-604; 

16 (dd) 20-6-406~ 

17 (ee) 20-8-111; 

18 (ff) 23-5-612; 

19 (9sll [section 17] ; 

20 (hh) (section 22] ; 

21 t~~tliil 37-51-501; 

22 t~~t1iil 53-24-206; 

23 t~~t~ 75-1-1101; 

24 t;;tilll 75-7-305; 

25 t~~t~ 80-2-103; 
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t%%t1rr£l 80-2-228; 

tmmt(oo) 90-3-301; 

tftfttlEEl 90-3-302; 

tootlggl 90-15-103; and 

tpptl!!l Sec. 13, HB 861, L. 1985. 
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(4) There is a statutory appropriation to pay the 

7 principal, interest, premiums, and costs of issuing, paying, 

8 and securing all bonds, notes, or other obligations, as due, 

9 that have been authorized and issued pursuant to the laws of 

10 Montana. Agencies that have entered into agreements 

. 11 authorized by the laws of Montana to pay the state 

12 treasurer, for deposit in accordance with 17-2-101 through 

13 17-2-107, as determined by the state treasurer, an amount 

14 sufficient to pay the principal and interest as due on the 

15 bonds or notes have statutory appropriation authority for 

16 such payments." 

17 SECTION 31. SECTION 33-1-102, MCA, IS AMENDED TO READ: 

18 "33-1-102. Compliance required -- exceptions -- health 

19 service corporations. (1) No person shall transact a 

20 business of insurance in Montana or relative to a subject 

21 resident, located, or to be performed in Montana without 

22 complying with the applicable provisions of this code. 

23 (2) No provision of this code shall apply with respect 

24 to: 

25 (a) domestic farm mutual insurers as identified in 
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chapter 4, except as stated in chapter 4; 

(b) domestic benevolent associations as identified in 

chapter 6, except as stated in chapter 6; and 

(c) fraternal benefit societies, except as stated in 

chapter 7. 

(3) This code shall not apply to health service 

corporations to the extent that the existence and operations 

of such corporations are authorized by Title 35, chapter 2, 

and related sections of the Montana Code Annotated. 

(4) This code does not apply to health maintenance 

organizations to the extent that the existence and 

operations of such organizations are authorized by [sections 

1 through 29]." 

SECTION 32. SECTION 33-1-704, MCA, IS AMENDED TO READ: 

"33-1-704. Hearing procedure. (1) All hearings shall 

be open to the public unless closed pursuant to the 

provisions of 2-3-203. 

(2) The commissioner shall allow any party to the 

hearing to appear in person and by counsel, to be present 

during the giving of all evidence, to have a reasonable 

opportunity to inspect all documentary evidence and to 

examine witnesses, to present evidence in support of his 

interest, and to have subpoenas issued by the commissioner 

to compel attendance of witnesses and production of evidence 

in his behalf. 
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1 (3) The commissioner shall permit to become a party to 

2 the hearing by intervention, if timely, any person who was 

3 not an original party thereto and whose pecuniary interests 

4 will be directly and immediately affected by the 

5 commissioner's order made upon the hearing. 

6 (4) Pormai Except as provided in [section 21], rules 

7 of pleading or evidence need not be observed at any hearing. 

8 (5) Upon written request seasonably made by a party to 

9 the hearing and at that person's expense, the commissioner 

10 shall cause a full stenographic record of the proceedings to 

11 be made by a competent reporter. If transcribed, a copy of 

12 such stenographic record shall be furnished to the 

13 commissioner without cost to the commissioner or the state 

14 and shall be a part of the commissioner's record of the 

15 hearing. If so transcribed, a copy of such stenographic 

16 record shall be furnished to any other party to such hearing 

17 at the request and expense of such other party. If no 

18 stenographic record is made or transcribed, the commissioner 

19 shall prepare an adequate record of the evidence and of the 

20 proceedings." 

21 

22 

23 

24 

25 

NEW 

Sections 

integral 

apply to 

NEW 

SECTION. 

1 through 

part of 

sections 

SECTION. 

1 

Section 33. Codification instruction. 

29 are intended to be codified as an 

Title 33, and the provisions of Title 33 

through 29. 

Section 34. Severability. If a part of 
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1 this act is invalid, all valid parts that are severable from 

2 the invalid part remain in effect. If a part of this act is 

3 invalid in one or more of its applications, the part remains 

4 in effect in all valid applications that are severable from 

5 the invalid applications. 

6 NEW SECTION. Section 35. Effective date 

7 applicability. ~h~s--aet-~s SECTION 20 AND THIS SECTION ARE 

8 effective on passage and approval ane. THIS ACT applies to 

9 health maintenance organizations formed before or after the 

10 effective date of this act. 

-End-
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