
MINUTES O F  THE MEETING 

PUBLIC HEALTH, WELFARE AND SAFETY COMMITTEE 

J a n u a r y  27,  1977 

The e i g h t h  m e e t i n g  o f  t h e  P u b l i c  H e a l t h ,  Wel fa re  and S a f e t y  
Committee m e t  J a n u a r y  27 i n  Room 405 of t h e  S t a t e  C a p i t o l  B u i l d i n g  
a t  a p p r o x i m a t e l y  1 1 : O O  A.M. 

ROLL CALL: A l l  Committee members were p r e s e n t .  

CONSIDERATION OF SENATE BILL 154: Chairman S t e p h e n s  t u r n e d  
t h e  mee t ing  o v e r  t o  S e n a t o r  Lee, s p o n s o r  o f  t h e  above b i l l .  H e  
e x p l a i n e d  t h e  b i l l  and  t h e n  i n t r o d u c e d  h i s  f i r s t  w i t n e s s  i n  s u p p o r t  
of  t h e  b i l l .  

W i t n e s s e s  s u p p o r t i n g  SB154: 

Chadwick Smith.  Montana H o s ~ i t a l  A s s o c i a t i o n  . 
Rod Gudgel,  Montana Nurs ing  Home A s s o c i a t i o n  
Ron R i c h a r d s ,  Montana Medica l  A s s o c i a t i o n .  

W i t n e s s e s  opposing SB154: 

P a t  Melby, S o c i a l  and R e h a b i l i t a t i o n  S e r v i c e s  
B i l l  I k a r d ,  S o c i a l  and R e h a b i l i t a t i o n  S e r v i c e s .  

Chadwick Smith ,  i n  h i s  t e s t i m o n y  (see E x h i b i t  "A") p o i n t e d  
o u t  t h a t  t h i s  b i l l  p r o v i d e s  t h a t  med ica l  p r o v i d e r s  ( h o s p i t a l s ,  
n u r s i n g  homes, e t c . )  a r e  p a i d  a t  t h e  s t a n d a r d  r a t e  "cus tomary and 
u s u a l "  f o r  t h e  s e r v i c e s  r e c e i v e d .  A s  it s t a n d s  now, t h e  S o c i a l  and 
R e h a b i l i t a t i o n  S e r v i c e s  h a s  r u l e d  t h a t  payment w i l l  be  made o n l y  
on a f e d e r a l  " r e a s o n a b l e  c o s t "  formula .  Anything t h e  i n s t i t u t i o n  
c h a r g e s  o v e r  and above t h a t  amount, i s  n o t  covered .  That b e i n g  t h e  
c a s e ,  t h e  p a t i e n t  i n  t h e  n e x t  bed,  u l t i m a t e l y  p i c k s  up t h a t  approx i -  
m a t e l y  f i v e  e x t r a  p e r c e n t  d i f f e r e n t i a l .  

M r .  Smi th  a rgued  t h a t  h o s p i t a l s ,  l i k e  any o t h e r  b u s i n e s s - l i k e  
o p e r a t i o n ,  have f o u r  c a t e g o r i e s  u n d e r  C o s t s ,  i . e . ,  working c a p i t a l ,  
r e s e r v e s  f o r  r e p l a c i n g  o b s o l e t e  equ ipment ,  r e s e r v e  f a r  had d e b t s ,  
a n d  c h a r i t a b l e  expenses .  The p o i n t  b e i n g ,  t h e  h o s p i t a l s  w i l l  c o l -  
l ec t  t h e  f u l l  amount due ,  one  way o r  t h e  o t h e r ,  i n  o r d e r  t o  keep 
t h e i r  o p e r a t i o n  runn ing  smoothly.  H e  a s k e d  what t h e  r e a s o n  was 
f o r  t h e  d i s c o u n t  - no o t h e r  depar tment  i n  t h e  S t a t e  o f  Montana, no 
o t h e r  c o u n t y  g e t s  t h i s  d i s c o u n t .  There  i s  no  r e a s o n  t o  have t h i s  
d i s c o u n t  f o r  t h e  SRS. F e d e r a l  law s p e c i f i c a l l y  p r o v i d e s  t h a t  c o s t s  
of the Medicaid p a t i e n t  s h a l l  n o t  b e  S o - n  by t h o s e  n o t  sc covered .  
In a comparison w i t h  Workmen's Compeasat ion,  Smith  s a i d  t h e i r  c a s e s  
move th rough  w i t h o u t  a  h i t c h  - t h e y  have been pay ing  t?,eir f a i r  
s h a r e  and t h a t  i s  a l l  t h a t  i s  asked  f o r  w i t h  t h e  SRS a l s o .  

Rod Gudgel t e s t i f i e d  f o r  t h e  Montana Nurs ing  H o m e  A s s o c i a t i o n ,  
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b a c k i n g  e v e r y t h i n g  M r .  Smi th  s a i d ,  a d d i n g  t h a t  h i s  p e o p l e  have  n o t  
had a c o n t r a c t  w i t h  t h e  S o c i a l  and R e h a b i l i t a t i o n  S e r v i c e s  o f  t h e  
n d t u r e  t h a t  t h e  h o s p i t a l s  have.  The r e s u l t  i s  t h a t  t h e  c o s t s  n o t  
p a i d  by t h e  SHS f o r  i n d i g e n t s  have been t r a n s f e r r e d  t o  t h e  p r i v a t e  
p a t i e n t  i n  t h e  n u r s i n g  homes. Gudgel u rged  t h e  Committee t o  g i v e  
a  D o  P a s s  recommendation. 

Ron Richards  t e s t i f i e d  t h a t  t h e  M . D . s  r e c o g n i z e  t h e  d i f f i -  
c u l t i e s  h o s p i t a l s  a r e  hav ing  and  t h e r e f o r e  u r g e d  s u p p o r t  o f  t h e  b i l l .  

Opponents '  t e s t i f y i n g  began w i t h  P a t  Melby. (See  E x h i b i t  " B " . )  
Mel-by's handou t s  c o n s i s t e d  o f  a  l e t t e r  t o  him (Melby) a d v i s i n g  
t h a t  a n y t h i n g  o t h e r  t h a n  t h e  " r e a s o n a b l e  cost"  fo rmula  would n o t  
be i n  compl iance  w i t h  f e d e r a l  r e g u l a t i o n s  and would p u t  Montana ' s  
f e d e r a l  funds  i n  t h i s  program i n  jeopardy.  H i s  o t h e r  p a g e s  con- 
t a i n e d  Xerox c o p i e s  o f  s t a t u t e s  p e r t a i n i n g  t o  t h e  problem; a  l i s t  
of s e r v i c e s  t h a t  a r e  e x c l u d e d  from r e a s o n a b l e  c o s t s ;  and a f i s c a l  
page p r e d i c t i n g  c o s t s  f o r  1976 and y e a r s  i n  t h e  f u t u r e .  

S e n a t o r  S tephens  s a i d  t h e  Committee would have a f i s c a l  n o t e  
p r e p a r e d  on t h i s  b i l l  t o  c o n s i d e r  b e f o r e  t a k i n g  a c t i o n .  Melby s a i d  
Medicaid h a s  t h e  e x a c t  same " r e a s o n a b l e  c o s t "  s t r u c t u r e  a s  Medicare .  

There i s  a d i f f e r e n c e  o f  f i v e  p e r c e n t  between a c t u a l  c o s t s  
and " r e a s o n a b l e  c o s t s "  - t h i s  would c o s t  t h e  s t a t e  an  a d d i t i o n a l  
$300,000 t o  $350,000. Under t h e  T i t l e  I X X  f o r m u l a ,  t h e y  judge on 
t h e  f o l l o w i n g :  a c t u a l ,  r e a s o n a b l e ,  n e c e s s a r y .  

Melby c l o s e d  by  s a y i n g  i f  t h i s  b i l l  p a s s e s ,  h e  w i l l  a s k  f o r  
a  d e c l a r a t o r y  judgment i n  t h e  f e d e r a l  c o u r t s .  

B i l l  I k a r d  r e i t e r a t e d  t h e  above,  s a y i n g  t h a t  he  f e e l s  i f  t h e  
b i l l  p a s s e s ,  i t  w i l l  c a u s e  a  s e r i o u s  problem. 

S m i t h ' s  rebuttal emphasized f a i r n e s s ,  justness and p r o p e r  
payment f o r  a  government expense .  H e  compared Medicaid ( i n d i g e n t )  
program w i t h  Medicare ( a g e )  program f o r  t h e  Committee. H e  s a i d  
t h e r e  i s  n o t  g o i n g  t o  b e  a  new expense  i n  t h i s  p r o c e e d i n g .  The 
i d e a  i s  t h a t  t h e  l e g i s l a t u r e  a d j u s t s  t h i s .  

Q u e s t i o n s  from t h e  Committee w e r e  t a k e n  by t h o s e  t e s t i f y i n g ,  
c l a r i f y i n g  p o i n t s  made d u r i n g  t h e i r  s p e e c h e s .  A f t e r  which,  C h a i r -  
man S t e p h e n s  announced t h e r e  would b e  no - a c t i o n  on SB154 u n t i l  a  
f i s c a l  note i s  prov ided .  

T h e  h e a r i n g  was c l o s e d  on SB154. 
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CONSIDERATION -- OF SENATE BILL 157: Sponsor S e n a t o r  Thomas 
e x p l a i n e d  h i s  b i l l ,  s a y i n g  t h i s  is  t o  change t h e  d e f i n i t i o n  o f  
t h e  t e r m  " p a t i e n t " .  The s e n a t o r  s a i d  t h e  r e a s o n  f o r  t h i s  l e g i s -  
l a t i o n  is t o  a l l o w  non-ambulatory p e r s o n s  a n o t h e r  means o f  t r a n s -  
p o r t a t i o n ,  i - e . ,  t o  a l l o w  co-ops ( t h r o u g h  E a s t e r  S e a l ,  e t c . )  t o  
s e c u r e  v a n s  ( s u c h  a s  t h e  t e l e v i s i o n  p e r s o n a l i t y ,  " I r o n s i d e s "  u s e s )  
which would have none of t h e  e x p e n s i v e  l i f e - s a v i n g  equipment  such  
a s  ambulances have.  These v a n s  would s imply  o f f e r  s i m p l e  t r a n s -  
p o r t a t i o n  downtown, on e r r a n d s ,  etc: ,  and  would n o t  b e  f o r  emer- 
gency s e r v i c e  t o  t h e  h o s p i t a l s .  T h l s  b i l l  would a l l o w  i n d i v i d u a l s  
o r  co-ops t o  f i l l  t h e  need f o r  independen t  t r a n s p o r t a t i o n  t h a t  t a x i -  
c a b s  and ambulances c a n n o t / w i l l  n o t  meet. 

I n  a l l o w i n g  t h e s e  p e o p l e  t o  buy t h e  v a n s  f o r  t h i s  s p e c i f i c  
purpose ,  t h e r e  would need t o  be  a  l i c e n s e  f o r  t h e s e  v e h i c l e s .  
The P u b l i c  S e r v i c e  Commission would l i k e  t o  have  t h e  d e f i n i t i o n  
i n c l u d e d :  "non-ambulatory pe r son" .  The purpose  i s  n o t  t o  compete 
w i t h  t h e  ambulance s e r v i c e .  

W i t n e s s e s  f o r  t h e  b i l l  were: 

Chadwick Smi th ,  Montana H o s p i t a l  A s s o c i a t i o n .  ( s u p p o r t )  
B i l l  I k a r d ,  SRS. ( s u p p o r t )  
Georqe Fenner ,  Montana Dept. o f  H e a l t h  & Environmenta l  S e r v i c e s .  
C h a r l e s  B i c s a k ,  Ambulance A s s o c i a t i o n .  (oppose)  

M r .  Smith t e s t i f i e d  t h a t  t h e  i d e a  i s  t o  p r o v i d e  i n e x p e n s i v e  
t r a n s p o r a t i o n  f o r  non-ambulatory p e r s o n s  ( c o s t i n g  $12-$15 round- 
t r i p ) .  Sugges ted  t h a t  a n  amendment on page 2, s e c t i o n  1, l i n e s  
15 t h r o u g h  1 7  s h o u l d  r e a d ,  a f t e r :  "nonambulatory" - i n s e r t :  "and 
whose u s u a l  means of  ambula t ion  is by w h e e l c h a i r . "  

B i l l  I k a r d  s t a t e d  t h a t  t h e  Department o f  SRS v e r y  much s u p p o r t e d  
this bill. 

George Fenner  t e s t i f i e d  n e i t h e r  a s  a  p roponen t  o r  opponent  of 
t h e  b i l l .  H e  s t a t e d  Medicare w i l l  n o t  r e i m b u r s e  f o r  t h i s  t y p e  o f  
s e r v i c e .  

C h a r l e s  Bicsak  of  G r e a t  F a l l s ,  t e s t i f i e d  i n  a  g e n e r a l l y  vague 
manner,  b u t  h i s  o v e r a l l  message was t h a t  h i s  a s s o c i a t i o n  c o u l d  
r e a d i l y  p r o v i d e  t h e  s e r v i c e  t h i s  b i l l  i s  concerned w i t h ,  s o  he 
opposed t h e  b i l l .  

The h e a r i n g  on SB157 was concluded.  Q u e s t i o n s  from t h e  Corn- 
m l t t e e  f o l l o w e d .  S e n a t o r  S t e p h e n s  asked  a b o u t  t h e  l i c e n s i n g  pro-  
c e d u r e  - t h e r e  a l r e a d y  is  a  l i c e n s i n g  f e e  by s t a t u t e .  (The P u b l i c  
S e r v i c e  Commission i s  c o n s i d e r i n g  t h e  problem.)  When S e n a t o r  
Thomas was asked  i f  he would b e  s a t i s f i e d  t o  have t h i s  under  t h e  
P u b l i c  S e r v i c e  Commission, t h e  S e n a t o r  r e p l i e d  i n  t h e  a f f i r m a t i v e .  
Thomas s t a t e d  t h a t  SB157 w i l l  p r o v i d e  a d e f i n i t i o n  t h a t  i s  workable .  
S e n a t o r  H i m s l  e s t a b l i s h e d  t h a t  t h e r e  is a d e f i n i t e  need f o r  t h i s  
s e r v i c e  i n  G r e a t  F a l l s ,  t h a t  t h e  SRS w i l l  n o t  pay f o r  a s o c i a l -  
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t y p e  t r a n s p o ~ t i o n  pick-up b u t  i f  t h e  b i l l  p a s s e s ,  t h e y  p r o b a b l y  
will n e g o t i a t e  a  r a t e  w i t h  t h e  new companies.  Medicare w i l l  n o t  
p a y  fo r  this t y p e  o f  s e r v i c e ;  d i f f e r e n c e  between Medicare and 
Medicald was d i s c u s s e d .  NO ACTION was t a k e n  on SB157. 

ANNOUNCEMENTS: - - ~ e a r i n g  d a t e s  w e r e  set on t h e  f o l l o w i n g  b i l l s :  

SB246 - Tuesday,  F e b r u a r y  1 
SB269 - Tuesday,  F e b r u a r y  1 
SB273 - Thursday,  F e b r u a r y  3 

A reminder  t o  t h e  Committee t h a t  SJR15 and SB217 w i l l  be h e a r d  
S a t u r d a y .  

ADJOURNMENT: ----- With no f u r t h e r  b u s i n e s s  t o  d i s c u s s ,  t h e  meet- 
i n q  w a s  ad journed .  

STAN STEPHENS, chai rman 
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E X H I B I T "A" 

STATEMENT I N  SUPPORT OF SENATE BILL 1 5 4  

T l l i s  b i l l  p r o v i d e s  t h a t  m e d i c a l  p r o v i d e r s  s h a l l  be p a i d  f o r  

n,(:r-vic:t.s t o  M e d i c a i d  ( i n d i g e n t )  p a t  i e n t s  a t  t h e  s t a n d a r d  c h a r g e  

f o r  L I I ~  s e r v i c e s  r c n d e r e d  a s  i s  p a i d  by p r i v a t e  pay p a t i e n t s .  

zii i I i ~ u g 1 1  ~ m y ~ n e n t  was made t o  Montana h o s p i t a l s  o n  t h i s  b a s i s  f o r  

nillcl y e a r s  ( f i s c a l  years 1968  t h r o u g h  1 9 7 6 ) ,  t h e  S t a t e  d e p a r t m e n t  

o f  S o c i a l  and  R e h a b i l i t a t i o n  S e r v i c e s  has now r u l e d  t h a t  payment  

w i l l  i ~ e r c a f t c r  b e  made o n l y  o n  a d i s c o u n t  b a s i s  commonly r e f e r r e d  

t o  a s  the f e d e r a l  " r e a s o n a b l e  cost" f o r m u l a .  

B e g i n n i n g  i n  1 9 6 7 ,  when t h e  M e d i c a i d  Program ( T i t l e  X I X  of 

1:llc S o c i a l  S e c u r i t y  A c t )  was f i r s t  p u t  i n t o  e f f e c t  i n  Montana,  

t.\on t d l l d ' s  cornmuni t y  n o n - p r o f i t  h o s p i t a l s  e n t e r e d  i n t o  a n n u a l  

c o i ~ t r a c t s  w i t h  t h e  Montana Depa r tmen t  o f  . P u b l i c  W e l f a r e ,  now t h e  

? l o ~ l t a n a  D e p a r t m e n t  of S o c i a l  a n d  R e h a b i l i t a t i o n  S e r v i c e s ,  which  

p rov ided  t h a t  h o s p i t a l s  wou ld  be r e i m b u r s e d  t h e i r  " f u l l  a n d  

~ d e y u a t e  c o s t s "  f o r  s e r v i c e s  r e n d e r e d  t o  m e d i c a i d  p a t i e n t s .  

I n  1 9 7 5 ,  t h e  Montana Supreme C o u r t  a f f i r m e d  a F i r s t  J u d i c i a l  

D i s t r i c t  C o u r t  d e c i s i o n  i n  Montana --- Deaconess  H o s p i t a l  -v s -  

Department o f  S o c i a l  a n d  R e h a b i l i t a t i o n  S e r v i c e s ,  3 3 8  P2d 1 0 2 1 ,  
- 

s t a t i n g  t h a t  t h e  term " f u l l  a n d  a d e q u a t e  costs" i s  t h e  same a s  

" s t a n d a r d  c h a r g e s "  by t h e  h o s p i t a l s  b e c a u s e  n o n - p r o f i t  h o s p i t a l s  

o r ~ l y  c h a r g e  enough t o  c o v e r  t h e i r  t o t a l  costs o f  o p e r a t i o n .  The 

Montana Supreme Court a l s o  r u l e d  t h a t  t h e  Depar tment  o f  S o c i a l  

and R e h a b i l i t a t i o n  S e r v i c e s  had  t h e  power by s t a t u t e  t o  e n t e r  

i n t o  t h e  above-ment ioned  c o n t r a c t s  a n d  t h a t  f u n d s  h a d  b e e n  a p p r o -  

2 r i a t cd  t o  pay t o  t h e  h o s p i t a l s  t h e  d i f f e r e n c e  between t h e i r  
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E X H I B I T  "B" 
, 

DEPARTMENT OF HEALTH. EDUCATION. A N D  WELFARE 

REGION Vlll 

FEDLWAI OFFICE UUlL DING 

i 9 r n  AND STOUT STREETS 

U E F I V E R  COI-ORADO - 
' - 8 .  ,; 

JA& 2 0 1977 
SOCIAL A N D  REHABILITATION 

SERVICE 

Mr. P a t r i c k  E. Melby 
Acting Di rec to r  
Department of S o c i a l  and 

R e h a b i l i t a t i o n  Se rv i ces  
Post  Of f i ce  Box 4210 
Helena, Montana 59601 

Dear M r .  Melby: 

This  is  i n  response t o  your l e t t e r s  da ted  December 23 and Decem- 
be r  30, 1976, r e s p e c t i v e l y ,  which r eques t  a n  o f f i c i a l  opinion 
from t h i s  o f f i c e  concerning t h e  supplementat ion of "reasonable 
cos t"  payments f o r  i n p a t i e n t  h o s p i t a l  s e r v i c e s .  

I t  is the  opinion of t h i s  o f f i c e  t h a t  a S t a t e  would n o t  be i n  
compliance wi th  Federa l  requirements  under T i t l e  X I X  of t h e  S o c i a l  
Secu r i ty  Act i f  t h e  S t a t e  were t o  make payments t o  providers  f o r  
i n p a t i e n t  h o s p i t a l  s e r v i c e s  furn ished  under t h e  S t a t e ' s  T i t l e  X I X  
medical a s s i s t a n c e  program i n  excess  of t h e  upper l i m i t s  s p e c i f i e d  
i n  45 CFR 250.30(b), even i f  t h e  S t a t e  were t o  c la im Federa l  f inan-  
c i a l  p a r t i c i p a t i o n  only f o r  t h a t  amount which is  w i t h i n  t h e  upper 
l i m i t s .  

We a r e  a l s o  of t he  opin ion  t h a t  a S t a t e  would n o t  be  i n  compliance 
wi th  requirements  under T i t l e  X I X  of t h e  S o c i a l  S e c u r i t y  A c t  i f  i t  
permi t ted  p rov ide r s  t o  r e c e i v e  f o r  i n p a t i e n t  h o s p i t a l  s e r v i c e s  a 
t o t a l  payment i n  excess  of t h e  upper l i m i t s  s p e c i f i e d  i n  45 CFR 
250.30(b) by combining reasonable  c o s t  payments made by t h e  S t a t e  
and supplemental payments from t h e  S t a t e  o r  any o t h e r  sou rce  fo r  
such s e r v i c e s .  The Regional Attorney has  advised us i n  t h e  past 
and on t h e  b a s i s  of  t h e  c u r r e n t  s t a t u s  of  t h e  l a w  t h a t  h e  concurs 
i n  t h i s  view. 

Accordingly, we wish t o  a d v i s e  t h e  S t a t e  t h a t  i f  l e g i s l a t i o n  is  
passed r e q u i r i n g  the  S t a t e  t o  reimburse h o s p i t a l s  f o r  " ac tua l  
charges" r a t h e r  than "reasonable cos t s "  t h e r e  w i l l  be an i s s u e  of 
compliance wi th  requirements  of Sec t ion  1902 of t h e  S o c i a l  S e c u r i t y  
Act,  45 CFR 250.30, and t h e  S t a t e  T i t l e  X I X  p l an  a t  such t i m e  when 
i t  appears  t h a t  payments a r e  i n  excess  of reasonable  c o s t s .  Should 
a compliance i s s u e  be  c i t e d ,  t h e  S t a t e  p l aces  i t s e l f  i n  jeopardy 
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