
MINUTES OF THE MEETING 
BUSINESS & INDUSTRY COMMITTEE 

MONTANA STATE SENATE 

March 27, 1987 

The forty-second meeting of the Business and Industry Committee 
was called to order by Chairman Allen C. Kolstad at 10:01 a.m. 
on Friday, March 27, 1987, in Room 410 of the Capitol. 

ROLL CALL: All members were present. 

DISPOSITION OF HOUSE BILL NO. 817: Sen. Weeding MOVED STATEMENT 
OF INTENT TO HB 817 BE ADOPTED, seconded by Sen. McLane. 
The MOTION CARRIED UNANIMOUSLY. 

Sen. Weeding MOVED HB 817 BE CONCURRED IN, seconded by Sen. 
Williams. The MOTION CARRIED UNANHI0USLY. 

Vice Chairman Ted Neuman assumed the Chair in order that Chair­
man Kolstad could attend another hearing. 

" 

CONSIDERATION OF HOUSE BILL NO. 741: Sen. Tom Hager, District 48, 
Billings, presented the bill in the absence of Rep. John Harp, 
chief sponsor of the bill. He introduced Kathy Irigoin from~ 
the State Auditor's Office to present the testimony for the bill. 

Ms. Irigoin said the bill would increase the state's regulation 
of health service corporations (Blue Cross/Blue Shield). Pre­
sently, these corporations are regulated by the provisions of 
Title 33, chapter 20. 

The bill extends certain other insurance laws to cover the "Blues". 
Under the bill they would be subject to the following portions 
of the law: sections 33-17-212 through 33-17-214 which deal with 
examination for licensure and issuance of licenses; chapter 1 
which contains general provisions; chapter 15 which sets forth 
the requirements for a contract of insurance; chapter 18 which 
contains the unfair trade practices laws; chapter 19 which deals 
with insurance information and privacy; and chapter 22 which 
deals with disability insurance. 

She said the new section 10 of the bill requires licensure of 
health service corporations. The license could be revoked or 
suspended by the commissioner for violation of the insurance 
laws. 

The bill also revises the fee schedule for health service corpor­
ations to raise certain fees and includes fees for examination 
for licensure, and other licensure fees. (EXHIBITS 1, 2 and 3) 

PROPONENTS: Steve Brown, representing Blue Cross/Blue Shield, 
explained the amendment to the committee. (EXHIBIT 4) They 
did support HB 741 with the amendment. 
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Bonnie Tippy, representing the Montana Association of Life 
Underwriters and the Montana Association of Health Under­
writers, said they wished to be on record as being totally 
in support of the bill. She said they supported the bill in 
the House, including the premium tax. Even though that has 
been taken out, she said they still support the bill. She 
said they had many reasons for supporting the bill but one of 
the most important reasons was those people who are selling 
insurance for Blue Cross/Blue Shield should be required to 
have the same kind of education and licensing as agents who 
represent other health insurance companies. She urged a 
do pass recommendation. 

Mona Jamison, representing Rocky Mountain Treatment Center in 
Great Falls, said they supported the bill as originally intro­
duced in the House. She said they felt this bill is a reason­
able step in the right direction and urged the committee's 
support of the bill. " 

Tom Hopgood, representing the Health Insurance Association of 
America, said they also supported the bill in the House as i~ 
was introduced and still feel it is a good bill. He urged a 
do pass recommendation from the committee. 

OPPONENTS: There were no opponents. 

There being no opponents, Sen. Hager closed the presentation 
on HB 741. 

DISCUSSION OF HOUSE BILL NO. 741: There were no questions 
from the committee. Chairman Kolstad resumed the Chair. 

DISPOSITION OF HOUSE BILL NO. 741: Sen. Neuman MOVED ADOPTION 
OF THE AMENDMENT, seconded by Sen. Walker. The MOTION CARRIED 
UNANIMOUSLY. 

Sen. McLane MOVED HB 741 BE CONCURRED IN AS AMENDED, seconded 
by Sen. Walker. The MOTION CARRIED UNANIMOUSLY. Sen. Hager 
will carry the bill in the Senate. 

DISPOSITION OF HOUSE BILL NO. 586: Sen. Williams MOVED HB 586 
BE CONCURRED IN, seconded by Sen. Meyer. Chairman Kolstad 
stated that HB 623 has not been taken up on Second Reading as 
of yet and the two bills relate to each other. 

Sen. Neuman stated there could be a coordination clause saying 
if HB 623 passes there would be no need for HB 586 and it would 
be null and void. It could also be killed on the floor if it 
is not needed or send it back to Committee. 
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The MOTION CARRIED UNANIMOUSLY. Sen. Williams will carry the 
bill. 

There being no further business, Chairman Kolstad set the next 
meeting for Tuesday, March 31, 1987. 

The meeting adjourned at 10:35 a.m. 

SEN. ALLEN C. KOLSTAD, CHAIlli~N 

cl 
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WRITTEN TESTIMONY OF STATE AUDITOR'S OFFICE 
HOUSE BILL 741 SENATE BUSINESS & INDUSTRY 
March 27, 1987 / EXHIBIT NO._'-_____ _ 

DATE 3-d7-Y7 
I. Purpose/Background Bill NO ,Iill- 7'/1 
Current Montana law provides that the Montana Insurance Code 
(Title 33, MCA) does not apply to health service corporations. 
Weber v. Blue Cross of Montana, 196 Mont. 454 (1982), reh. den. 
643 P.2d 198 (1982); 37 Op. Att 'y Gen. 151 (1978). The Weber 
case can, however, be distinguished on the grounds that it is 
based upon laws and conditions that no longer exist. In 
addi tion, the Attorney General's opinion merely states the 
conclusion that health service corporations are not subject to 
the Montana Insurance Code. The Attorney General's conclusion 
is not supported by reason. House Bill 741 addresses the 
diffe::ences in regulation created by Heber and the Attorney 
General opinion. House Bill 741 makes regulation of healt~ 
service corporations closer to regulation of other health 
insurance companies since experience and information in the 
Montana Insurance Department indicates that there are 
relatively few differences between the ways a health service 
corporations and other health insurance companies are operated, 
eliminating a need for differences in regulation. 

II. Explanation of House Taxation Amendments 

House Bill 741, as introduced, basically provided that ALL of 
the Montana Insurance Code, including the premium tax, should 
apply to health service corporations. The House Taxation 
Committee amended it to clarify exactly which insurance laws 
should apply to health service corporations (see section 3, 
page 4, lines 4 through 12). In addition, the House Taxation 
Committee removed the premium tax (see former section 5, page 
6, lines 9 through 12). 

III. Section by Section Explanation 

Section 1 clarifies that the Montana Insurance Code applies to 
health service corporations only as prescribed in the 
applicability section of the Health Service Corporation Act. 

Section 2 provides that the term "insurer" includes a health 
service corporation only in those insurance laws listed in the 
applicability section of the Health Service Corporation Act. 

Section 3 applies the following laws to health service 
corporations (see page 4, lines 11 through 12): 

33-17-212--insurance agent license examination required. 



33-17-213--conduct of insurance agent examination. 

33-17-214--issuance of insurance agent license. 

Chapter l--Administration and General Provisions--which, 
in part, includes laws relating to financial examinations 
by the Insurance Department (part 4), approval of forms 
(part 5), and administrative hearings and appeals (part 7). 

Chapter 15--The Insurance Contract--which, in part, 
includes laws relating to required policy provisions (part 
3) . 

Chapter lS--Unfair Trade Practices. 

Chapter 19--Insurance Information and Privacy 
Protection--which already applies to health service 
corporations but which should nonetheless be listed as 
applying to them in the applicabili ty section of the 
Health Service Corporation Act for clarity. 

Chapter 22--Disability Insurance (encompasses health 
insurance that health service corporations sell)--which, 
in part, includes laws that currently do not apply to 
health service corporations, e.g., individual policy 
requirements (part 2) and requirements for certain 
individual coverages (part 3); and laws that currently do 
apply to health service corporations, e.g., coverage for 
mental illness, alcoholism, and drug addiction (part 7); .. 
extended health insurance (part S); medicare supplement 
insurance minimum standards (part 9); home health care 
coverage (part 10) i and comprehensive health association 
and plan (part 15). 

Please note that, if any provision of the sections and chapters 
of the Montana Insurance Code listed above conflicts with a 
provision of the Health Service Corporation Act, the 
conflicting provision of the Heal th Service Corporation Act 
applies (see page 4, lines 13 through IS). 

Section 4 provides that health service corporations shall pay 
for market conduct examinations conducted by the commissioner. 
Under current law, the Legislature has to appropriate money for 
those examinations of health service corporations i whereas, 
other insurance companies already pay for financial 
examinations that the commissioner conducts. 

Section 5 adjusts fees paid by health service corporations to 
match those paid by other health insurance companies. 

Section 6 provides that health service corporation forms must 
be filed with and approved by the commissioner like other 
heal th insurance company forms. Currently, heal th service 
corporations are simply required to file their forms bef~:e ....l 
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using them; whereas, other health insurance companies must 
obtain prior approval before using their forms. 

Section 7 removes the provision that rate increase notices by a 
health service corporation must include the mailing address of 
the commissioner since the commissioner has no authority over 
the rates charged by health service corporations. 

Section 8 requires health service corporation enrollment 
representatives to pass the same examination as other health 
insurance company agents. 

Section 9 provides that health service corporations, like any 
other health insurance company, must provide conversion rights 
to a person, his dependents, or family members covered under a 
health service corporation policy if their eligibility for 
coverage under the policy ends because the employer 
discontinued the policy. ~ 

Section 10 requires health service corporations to obtain a 
license, which they are not currently re~uired to do. 

IV. Conclusion " 

House Bill 741 eliminates many of the regulatory preferences 
for health service corporations contained in current law. ~It 
makes regulation of health service corporations more like 
regulation of other health insurance companies. 
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providing insurance plans for hospital and medical care. Under 
current law, health service corporations are exempt from many 
provisions of the Montana Insurance Code and are allowed to do 
business differently than other health insurance companies. 
H.B.741 addresses those areas where the Insurance Department 
feels it is in the consumers' best interest that health service 
corporations be treated in the same fashion as any other 
insurance company. 

The major consumer protections of H.B. 741 include: 

1. Health service corporations would be required to meet many 
of the same provisions of the Insurance Code as all other 
insurance companies. 

2. The bi 11 assures consumer protections for customers of 
health service corporations including financial ~xaminations to 
ensure that the corporation will be financially sound and able 
to pay all claims, and prompt and fair claims settlements. 

3. The bill requires health service corporations, and not the 
State, to pay the cost of financial and mark€t study 
examinations. Other insurers already pay those same costs, and 
this change will remove the expense from the general fund and 
Montana's taxpayers. ~ 

4. H.B. 741 requires that health service corporations obtain a 
license. Currently, health service corporations are not 
licensed through the Insurance Department. 

5. This legislation requires health service corporation 
"enrollment representatives" to pass the same examination as 
agents offering health insurance through other companies. 

6. The bill adjusts fees paid by health service corporations 
to match those paid by health insurance companies. 

This legislation WILL NOT: 

*alter the non-profit status of health service corporations .. 

*change the financial requirements a health service corporation 
must extablish and maintain in order to do business in Montana. 

*restrict a health service corporation's ability to ,~ontract 
with doctors or hospitals to achieve cost control. 

H.B. 741 no longer requires: 

*payment of Montana's premium tax 

*compliance with freedom of choice of practitioner provisions 
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SENATE BUSINESS & 1NDUSTRY 
EXHIBIT No. __ 3 ___ _ 
DATE -.3 -c:27- 112 
BILL NO ;/2- 77/ 

Summary of Table of Comparisons of 
State Laws Regulating Blue Cross/Blue Shield Organizations 

Prepared by Montana Insurance Department 

The Montana Insurance Department reviewed the regulation of 
Blue Cross/Blue Shield by 16 states, including Montana, and 
prepared the attached "TABLE OF COMPARISONS OF STATE LAWS 
REGULATING BLUE CROSS/BLUE SHIELD ORGANIZATIONS". The table 
reflects the findings of the survey and bears out the following 
conclusions: 

1. PROFIT STATUS. 
corporation in 
corporation in 
and a mutual 
(Connecticut). 

Blue Cross/Blue Shield is a nonprofit 
13 states (including Montana), a profit 
two states (California and New Mexico), 
insurance company in one state 

2. ANNUAL STATEMENT. All of the states surveyed require 
Blue C=oss/Blue S~ie!d to file an annual statement, 
reflecting its financial situation. 

'. 
3. TAXATION. Ten of the 16 states require Blue 

Cross/Blue Shield to pay a premium tax, two states 
(Montana and Idaho) charge them a subscription fee, 

'" and only four states (California, Colorado, Oregon, 
and Maine) have no tax. 

4. UNFAIR TRADE PRACTICES. Every state surveyed, except 
Montana, requires Blue Cross/Blue Shield to comply 
wi th unfair trade practices laws, which means that 
Blue Cross/Blue Shield may not legally engage in the 
following (or other) unfair claim settlement practices 
in those states: 

a. misrepresent pertinent facts or insurance policy 
provisions; 

b. fa i 1 to acknowledge and act reasonably prompt ly 
upon claims; 

c. refuse to pay claims without conducting a 
reasonable investigation of claims arising under 
insurance policies; 

d. fail to affirm or deny coverage of claims within a 
reasonable time after proof of loss statements 
have been completed; 

e. neg lect to attempt in good fa i th to effectua te 
prompt, fair, and equitable settlements of claims; 

f. force an insured to sue to recover amounts due 
under an insurance policy by offering 
substantially less than the amounts the insured 
ultimately recovers; 



g. attempt to settle a claim for less than the amount 
to which a reasonable man would have believed he 
was entitled; 

h. delay the investigation or p~yment of claims; 

i. fail to settle claims promptly 

5. MANDATED BENEFITS. Every state surveyed mandated Blue 
Cross/Blue Shield to cover mental illness, alcoholism, 
and drug addiction like any other insurance company, 
except that the coverages mandated for Blue Cross/Blue 
Shield differed slightly from those mandated for other 
insurance companies in Colorado and New Mexico. 

6. FREEDOM OF CHOICE. Every st ate surveyed, except 
Montana, required Blue Cross/Blue Shield to allow its 
subscribers to choose the type of docto~ to treat themA 

7. CONVERSION. Every state surveyed required Blue 
Cress/Blue Shield to offer conversion plans to 
individuals who cannot be covered under a group plan 
because thei r employment or eligibi Ii ty ·in the group 
ends or because their employer discontinues his 
business. 
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Amendment to HB 741 third reading (blue) copy 

1. Page 4, line 12. 
Following: "22" 
Insert: ", except 33-22-111" 

.. 

i 
SENATE BUSIN~). INDUSTMY 
EXlII8rr NO._ .... 7' _____ _ 
DATE J-dF 77 11 
Ill!. NO 113 7£ I 

, 
'Will 



STANDING COMMITTEE REPORT 

.................... J~qL~7..I .............. 19 .. ($.7 ... . 

W MR. PRESIDENT 

) We, your committee on ....................... ,i;HJS.IU'!:SS. .. NiD. .. 1i'iU1J.Sr.RY ......................................................... . 

=\.­j 

having had under consideration ................. lIODSE. .. BXr.L. .............................................................. No ...... sas ... . 
___ T ...... ll ..... I""'RO ____ reading copy ( SLUR 

color 

( lfILLL)}iS ) 

nOUSE BILL 586 
Respectfully report as follows: That .................................................................................................. No ................ . 

UK COnCURRED .Ill 

~6:~' 

~~~;m; 

" 



STANDING COMMITTEE REPORT 

MARCll 27, 87 ........................................................ , 19 ......... . 

MR. PRESIDENT 

. BUSINESS AHD I~DOS~RI We, your committee on .......................................................... :" ........................................................................ . 

having had under consideration .................. ~~.~~ .. :~~.~ .............................................................. No ....... ?~.~ .. . 
TilIRO _---"--'----=--___ reading copy ( llLOE 

color 

Respectfully report as follows: That ........... J49~~ ... ~~.~ ............................................................. No ....... 7.:U •... 
De amended aa follows: 

1. Page 4, line 12. 
Following I • 22-
Insert: ., except 33-22-111" 

~D AS l'.MENDED, 

uli COnCUaIUUJ Ii:'l - . 

" 

. .................................................................................... . 
BE3N10R AI"IJW C. KOLSTllO, Chairman. 



j 

5 

STANDING COMMITTEE REPORT 

.................. }JARCU ... ~1.t. ................ 19.~.7. ... . 

MR. PRESIDENT 

We, your committee on ....................... .sUS.lt.i£SS. .. AUD ... I~U:,U.~~.al' ......................................................... . 

having had under consideration ................. SO.USS .. i$.l.LL .............................................................. No ...... ?;t..7 ... . 

_~'I .... ··rl ... I ..... an~-··ioIL-___ reading copy ( BLUE 
color 

( WaOING ) 

Respectfully report as follows: That ............ llOUS.E .. ~l.w:. .............................................................. No ...... ~.~!.. .. . 

~f'1~ 

~~ 

STATAME~~ OF INTENT ADOPr~D 
&.0 ATT.?.cu~jJ 

Chairman. 



j;~ 2.7, 87 ......................................................... 19 ......... . 

S'l"A?~1E~ OF !NTRN'! 

~OU$Ut fU 11 "No. .s 11 

A statt?~ent of b\tent is required for thi.s bill in errjer tt} 

~rovir!a a guideline for r~'1Ulation of Indfil~ndent liabilit.., 

to 'Cht! c02lml.s1Ii·onf'!'t" of i~~nr&nea qeneral rulP.lr-.atinf1 authority to 

tkl th/! followinq: 

ell supply foms for tho!'! reqistration of '!!1IfSll bU2ine!!$ 

ind~pp.nd~~t li~bility fund~: 

(2) aseertain t..'e inv101abl11 ty of eaeh independant 

.U,abi11 ty !und: 

(3) nsc*rt~in the financial health of eaeh independent 

liablllt.! f\u'ld; 

{4} initiate sanctions; aqainst ind~per.dtl!~t liabilit:; funds 
t~~t are not secure O~ ?iahln, 4nd 

(5) to make Any other rulea and r~9ulations requir~ to 

c~.r:::*:! out th~ purpo.e3 of ti,e !n':epen.<lent Liab11 i ty f'lL'"!d Act. 




