
MINUTES 

MONTANA SENATE 
53rd LEGISLATURE - SPECIAL SESSION 

COXXITTEE ON PINANCE , CLAIHS 

Call to Order: By Senator Judy Jacobson, Chair, on December 13, 
1993, at 9:40 a.m. 

ROLL CALL 

Members Present: 
Sen. Judy Jacobson, Chair (D) 
Sen. Eve Franklin, Vice Chair (D) 
Sen. Gary Aklestad (R) 
Sen. Tom Beck (R) 
Sen. Don Bianchi (D) 
Sen. Chris Christiaens (D) 
Sen. Gerry Devlin (R) 
Sen. Gary Forrester (D) 
Sen. Ethel Harding (R) 
Sen. Bob Hockett (D) 
Sen. Greg Jergeson (D) 
Sen. Tom Keating (R) 
Sen. J.D. Lynch (D) 
Sen. Chuck Swysgood (R) 
Sen. Daryl Toews (R) 
Sen. Larry Tveit (R) 
Sen. Eleanor Vaughn (D) 
Sen. Mignon waterman (D) 
Sen. Cecil Weeding (D) 

Members Excused: Senator Fritz 

Members Absent: None 

Staff Present: Clayton Schenck, Legislative Fiscal Analyst 
Lynn staley, Committee Secretary 

Please Note: These are summary minutes. Testimony and 
discussion are paraphrased and condensed. 

committee Business summary: 
Hearing: HB 7, HB 21, HB 33, HB 34, SJR 2, SB 50 

Executive Action: None 

HEARING ON HOOSE BILL 7 

Opening statement by Sponsor: 

Representative Tom Zook, House District 25, sponsor, said the 
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purpose of HB 7 is to clarify the words "current level". 
Currently it is very confusing to the general public as well as 
to some members of the legislature. The bill will remove some of 
the temptation to use it in a political way. He concluded it is 
important to raise the credibility of the legislature with the 
public, and this would be a step in that direction. 

Proponents' Testimony: 

Dave Lewis, Director, Office of Budget Program and Planning, said 
they introduced the bill and there are some alternative 
suggestions being worked on, pending review of the amendments, 
they probably could agree to. They want to make sure the public 
understands what is being addressed when legislative 
appropriations are discussed. 

Jim Tutwiler, Montana Chamber of Commerce, testifying in support 
of HB 7, said they think the bill will help clear up confusion 
and help individuals such as their association communicate more 
clearly with the public. 

Opponents' Testimony: 

None. 

auestions From committee Members and Responses: 

In questioning from Senator Devlin regarding the mention of 
amendments to HB 7, Senator Jacobson said the Legislative Fiscal 
Analyst (LFA) as well as Mr. Lewis and some legislators discussed 
concerns the LFA had about approaching this and possibly using 
terms that are more clear to the public than the words "current 
leveP' and "modified". She said the budget director will look at 
the amendments before anything is done. 

Senator Beck asked what effect the House amendments had on the 
bill. 

Mr. Lewis said they were satisfied with the amendments from the 
House and now other issues have arisen in the Senate that they 
are willing to work with. He said based on the conversations 
they have had, he thinks they are in agreement with the proposed 
amendments, but he hasn't seen them in writing. The major 
objective is to make it clear to the legislature what they are 
changing from when changes are made to the budget in the next 
biennium. 

Senator Jacobson said what is being discussed is looking at three 
levels, current spending; projected spending and modified for new 
programs, and trying to simplify it as best we can. 

~en questic;mec;I by senat«?r Keating if the word "base" was defined 
1n HB 7 as 1t 1S used qu1te frequently, Senator Jacobson said it 
was not. 
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Senator Keating said if everything started at the base it would 
be more simple to understand. 

Clayton Schenck, LFA, said the base is not defined in statute but 
has been something the budget office and the LFA have agreed that 
it is using actual figures out of the state budget and accounting 
system without revising them. The only thing they do is exclude 
certain items from that base, and there was $2.6 billion spent in 
the base that was used to derive the 1995 biennium. They 
excluded to get that down to $1.5 billion, which excluded 
continuing and statutory appropriations, budget amendments, etc. 
The numbers actually used for the base are figures from the 
statewide budget and accounting system. He added they have 
always been able to reach an agreement on the starting base, but 
that would now become the emphasis and what is being compared 
from in HB 7. 

Senator Aklestad questioned if the word "required" could be taken 
out because it could be construed as requiring them to spend 
money. 

Mr. Lewis said he would agree with Senator Aklestad, and that is 
what they are trying to accomplish by clarifying that in the 
final language. 

Senator Jacobson suggested substituting the word "proposed" for 
"required". 

closing by Sponsor: 

Senator Jacobson closed for Representative zook. 

HEARING ON HOUSE BILL 21 

opening statement by Sponsor: 

Representative Mary Lou Peterson, House District 1, sponsor, said 
HB 21 deals with capturing recovery costs through the Department 
of Administration. 

Proponents' Testimony: 

Lois Menzies, Director, Department of Administration distributed 
a handout that she said would help simplify the concept. 
(Exhibit 1) Ms. Menzies said HB 21 deals with two components. 
It creates a State Fund Cost Allocation Plan and modifies the 
existing Statewide Cost Allocation Plan. She also distributed a 
handout for FY 94 and FY 95 Total Distributed Costs. (Exhibit 2) 
The SFCAP would require nongeneral and nonfederal fund programs 
to contribute to the cost of general government services which 
are currently funded through the general fund. Under the SWCAP, 
state law requires federally funded agencies to negotiate with 
federal agencies to recover indirect costs of certain statewide 
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None. 
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Questions Prom committee Members and Responses: 

When asked by Senator Forrester what the Legislative Finance 
Committee said about this proposal, Senator Jacobson said there 
was no presentation made. 

Senator Forrester said this would impact SB 378 which Senator 
Grosfield carried. He questioned if general fund money was being 
taken away and replaced with state special money, and Senator 
Jacobson said that was correct. 

Senator Forrester said as he sees it, we are taking the general 
fund money, which is now appropriated for the agencies, into the 
budget reduction portion of the plan and in turn charging 
agencies some more. He questioned if the legislature has already 
appropriated the money. 

Rep. Peterson said various services have been done under general 
fund money and certain agencies haven't been contributing. She 
noted there should be some capture mechanism so all agencies pay 
their share, whether it be computer costs, personnel costs, etc. 

Senator Forrester asked why the agencies don't just revert the 
money rather than trying to fix the budget 'problem. 

Rep. Peterson said what HB 21 attempts to do is fairly charge out 
those costs the agencies are using. It does not say which 
section of their budget they must use but is allowing the agency 
to make that decision. She agreed there are many ways to handle 
a problem, but this seems to be a very fair way of allocating 
those costs. 

Senator Forrester said this bill is a budget fix as much as 
anything as well as a cost shift. 

Senator Swysgood asked Ms. Menzies if the indirect costs 
associated with supplying services to an agency that is 99 
percent general fund are paid by general fund money. 

Ms. Menzies said yes. 

Senator Swysgood asked if House Bill 21 is saying they can do 
something else. 

Ms. Menzies said an agency that is close to 100 percent general 
funded would not be assessed anything under this plan. They 
would be taking the money out of the general fund to fund the 
centralized services she is speaking of. There will now be a 
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dual funding source for these programs; general fund as well as 
state special revenue. 

Senator Swysgood said if we give agencies money to operate their 
budget, whether 100 percent general fund or whatever, most of 
their costs associated with indirect cost payments come from 
money appropriated to them, a lot of which is general fund. He 
does not understand where there is a general fund savings that is 
indicated. 

Ms. Menzies said they are replacing general fund money with money 
collected from nongeneral fund sources. The cost centers are 100 
percent general funded. Now, based on workload measurements 
assessing nongeneral fund agencies and nonfederal fund agencies 
for those costs, that money will come into a state special 
revenue account and will be used in lieu of general funds to pay 
for services. 

Senator Jacobson said in some cases it won't be just nongeneral 
fund sources; some general fund would be recovered if the agency 
chooses to give back general fund. 

Ms. Menzies said it would be prohibited that they would not be 
allowed to pay back with general fund or federal ·funds. Federal 
funds are collected through the statewide cost allocation plan. 

Senator Swysgood asked if there would be some agencies packing 
the load for general fund agencies. 

Ms. Menzies said no, they are not asking the nongeneral funded 
agencies to subsidize the general funded agencies. 

Senator Swysgood said he didn't recall giving the Fish, Wildlife 
and Parks general fund money to pay indirect costs, and wondered 
what was happening. 

Ms. Menzies said they weren't paying anything. 
were 100 percent funded through general fund. 
appropriated from the general fund. 

Those services 
The money was 

Senator Hockett said he did not understand all the abbreviations 
shown on Exhibit 2 and would appreciate a list showing what they 
referred to. 

Ms. Menzies explained the abbreviations used on the exhibit and 
said she would supply Senator Hockett with a list. 

Senator Weeding questioned why this wasn't done in the 
subcommittee earlier. 

Ms. Menzies said this isn't a new idea and if HB 21 doesn't pass, 
there is a mechanism they intended on implementing which was 
approved in the 1987 legislature. However, they do not think 
that is the best way and concluded that HB 21 is the, fair way to 
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Senator Keating asked if this was allowing them to charge their 
indirect costs against all the other agencies offsetting general 
fund. 

Ms. Menzies said it is not their indirect costs; it is the costs 
for them to provide the services. 

Senator Keating said the same thing was done with federal money 
in the last four or five sessions, whereby they have been 
reducing state appropriations to certain departments, using 
federal monies to cover those indirect costs. 

Ms. Menzies said that was correct. They believe it will be a 
true reflection of the costs of providing programs by including 
the indirect costs. 

Senator Keating said it is all our money, and asked if it 
mattered how it was accounted for. He questioned if agencies 
would ask for more general fund money so they can pay them 
through the proprietary account. 

Ms. Menzies said that is a possibility, but looking at the totals 
it is probably something that can be absorbed by the agency. 

Senator Keating said the Department of Administration provides 
services for a department that is state special revenue for the 
most part, and now that agency will pay indirect costs to the 
Department of Administration out of state special so the general 
fund appropriation can be reduced. However, they would have to 
increase their state special appropriation in order to pay the 
indirect costs. He questioned where they would get the money and 
if they increase their fees, the taxpayers are not saving any 
money. 

Ms. Menzies said costs would be assessed to people who use those 
services. 

Senator Keating said the accounting for the money would be more 
specific since it would reflect fees for service. 

Senator Swysgood questioned if they were asking for 3/4 FTE. 

Ms. Menzies said yes, it will be a new program and they do not 
have a person at this time. 

Senator Forrester said the summary on page 43 says there will be 
a significant fund balance available for transfer to the general 
fund, and asked Ms. Menzies why people are being charged too much 
to start out with. 

Ms. Menzies said she was not sure what it refers to, but at the 
end of the biennium they would be making adjustments. 
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Connie Griffith said in the LFA analysis there is a fund balance; 
there is no cash left. The cash would come into the next 
biennium and will be spent from there. They are anticipating 
adjustments because they are using budgeted figures. There would 
be an adjustment of matching budget to actual, and there would be 
an adjustment to make sure what they are recovering is the actual 
cost of the operations of the cost centers, not just the budgeted 
amount. 

Senator Forrester asked why the LFA would feel there would be a 
significant fund balance available for transfer to the general 
fund. 

John Moe, LFA, said the SWCAP revenues, which is federal 
recoveries, were going into the general fund. This proposal 
would take that from the general fund and put it in the state 
special. The SBCAP proposal would take the new recoveries from 
the nongeneral, nonfederal fund sources and deposit those into 
the state special. His analysis showed there would be, in terms 
of fund balance, a significant excess of money at the end of the 
biennium. After he discussed that with the budget office, they 
changed the bill to provide that whatever excess was available at 
the end of the year would be transferred to the general fund. 
The question still exists as to what the cash flow would be and 
he thinks that has been addressed in some of the analysis. In 
terms of a cash fund balance, there wouldn't be a significant 
amount, depending on what the cash flow is into that new state 
special account. 

Senator Forrester asked if the assumption Mr. Moe has made is now 
incorrect. 

Mr. Moe said at the end of the biennium there would still be a 
significant balance, but the bill has addressed that by saying 
that amount would be transferred to the general fund. 

Senator Forrester asked what he would consider significant. 

Mr. Moe said he thinks the balance in the table was about 
$400,000 and that was based on the numbers used in the budget 
office analysis at that time. There were greater collections in 
SWCAP than were estimated in that analysis. It looked like it 
could be as much as $700,000. Whatever the balance would be is 
transferred to the general fund. 

Closing by Sponsor: 

Representative Peterson closed on House Bill 21. She said all 
the money they deal with in budgeting is tax money and they are 
trying to make a cleaner concept of how those services are 
funded. Agencies are not opposing this because they understand 
the concept. The bill should give greater recoveries in indirect 
costs where in certain areas that has been ignored. She said 
this is a better plan than across the board cuts. 

931213FC.SM1 



SENATE FINANCE & CLAIMS COMMITTEE 
December 13, 1993 

Page 8 of 17 

HEARING ON HOUSE BILL 33 

Opening Statement by sponsor: 

Representative John Cobb, House District 42, said he is a sponsor 
for the Department of Social and Rehabilitation Services (SRS). 
He said he has put amendments on the bill but he is not sure the 
SRS would agree with them. This bill allows the department to 
take a portion of Medicaid and bid it out, either in parts or all 
together, to allow someone to run the whole program or a partial 
part of the program. He noted this is a managed care concept. 
He explained the bill to the committee. 

Proponents' Testimony: 

Peter Blouke, Director of SRS, said they are very supportive of 
this program. He explained the expansion of Medicaid managed 
care (Exhibit 3). He said many other states have had success 
with this type of program, and the managed care concept has many 
advantages to the recipient. Benefits are not limited to the 
traditional services, quality of care is monitored and clients 
cannot be dropped because they are too expensive. He said he has 
heard a fear that Blue Cross/Blue Shield would get the whole 
contract. He said their intent is to put out an RFP so that any 
provider who meets certain criteria could bid on the contract as 
it builds competition into the system. They are hoping HMO's 

.will develop across the state. He said they have worked with 
Rep. Cobb and Rep. Squires on amendments that would include an 
advisory group. They also have amendments that may be introduced 
that would include legislative participation on the advisory 
council. He said there is a concern with section 5 on page 3 
which states a contract authorized will not be entered into prior 
to April 30, 1995. He added it was their intent to move rapidly 
because the savings are significant. They estimate that for 
every month there is a delay in contract it will cost 
approximately $110,000 of general fund. The problem they have is 
if money is taken out, they would probably have to look someplace 
else to effect the savings. They had hoped to have a contract 
signed by January 1995 which would give those that have signed an 
opportunity to gear up. He said they have no problem with a 
review by the Legislative Finance Committee although they are not 
convinced it is appropriate to have the legislature review 
department contracts. Although they strongly support the bill, 
their single reservation is with section 5 on page 3. 

Representative carolyn squires, House District 58, said her 
concern with section 5 is that they have the opportunity to 
review the contract. She said she has two amendments and added 
her concern is the desire to have the February 15th date because 
approximately $200 million is being discussed as well as a new 
philosophy and policy decision being made within the department. 
She felt it is only fair that the providers have some input into 
the process. Her other amendment is proposing that the 
legislative finance committee have the opportunity to review the 
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contracts at their next scheduled meeting. She thinks the 
legislature should be responsible and do the appropriate things 
and also include the providers in the decision-making process. 
Her concern in the area of mental health is that if the mental 
health centers procure this contract and if it was $80 per hour, 
$40 would go to administration and $40 to the provider, and she 
felt too much is being spent on administration. 

Clyde Daily, representing the insurance department, said when the 
people are converted to an HMO they will be regulated by the 
state auditor's office and the insurance commissioner, and as a 
result of that there will be a minimal impact on their budget. 
They will probably need an FTE in 1995 to deal with the 
additional complaints. 

Donna Hale, clinical social worker in private practice in Helena 
and representing 500 private practitioners in the state of 
Montana who see medicaid clients, said Montana is the only state 
that contracts direct to the private providers, so it is 
difficult to make comparisons to other states. She said they 
support the concept of managed care and support HB 33 as amended, 
not as it was originally offered. She said they are concerned 
about flexibility and accountability in the plan as well as the 
concern regarding money. The private providers currently provide 
72 percent of the out patient medicaid services. They are paid 
52 percent of the money spent on those services, which is a 
considerable difference. If this system is implemented quickly, 
HMO's would be required to have a minimum of 174 new therapists 
hired in order to deliver the number of hours the private 
practitioners delivered in 1992. She concluded they would like 
time to be able to work with the department to come up with a 
good plan and would like the next legislature to look at it. 

Tanya Ask, Blue Cross/Blue Shield, said they support the efforts 
of SRS in the expansion of medicaid managed care. 

Kathy McGowan rose in support of the bill. She said her main 
concern is not the money but the people that are going to be 
served by the system. The sooner a managed care system is 
implemented, the better it will be for the clients. 

Candace Butler, representing the Mental Health Association of 
Montana, said they support House Bill 33 as it came out of the 
House. They are interested in implementing it as soon as 
possible regarding cost savings and would be interested in 
participating in the advisory committee. 

Opponents: 

None. 

Questions From committee Members and Responses: 
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Senator Christiaens asked Mr. Blouke to address the antitrust 
portion. 

Mr. Blouke said they hadn't researched that. He does not think 
the mental health providers would be prohibited from coming 
together. 

Senator Franklin said she would like to review it a couple of 
weeks in the 1995 session. She said this is a major public 
policy progression and she supports it, but has concerns about 
oversight. 

Mr. Blouke said as he understands the amendment, the date is 
February 15. They had anticipated before the special session 
that they would have the contract actually signed by January, and 
their estimates were based on that. It will take whoever is 
contracted. time·to gear up to provide the services. The delay is 
about $110,000 of general fund per month of delay. He said it 
will not stop anything, but he thinks some serious reductions are 
going to have to be made, so they are anxious to move rapidly to 
.do what is good for the clients and is fiscally responsible. 

Senator Keating asked Mr. Blouke if they could negotiate with 
individuals for small groups, like the social workers and the 
mental health providers on a capitation basis whereby those 
patients that only need 8 or 10 visits can help supplement those 
that need more than 22 visits, which would allow for fairness in 
the distribution of the costs. 

Mr. Blouke said they could up to a point. It becomes inefficient 
and they do not have the staff to monitor 87 different contracts. 
He said they would contract with a group for an area and would 
subcontract. This would get away from limits on the number of 
services. It would be up to the provider to make sure the 
individual received the necessary care. 

Senator Keating asked why the clinics are $80 an hour and the 
providers are $40 an hour. 

Mr. Blouke said in the mental health centers they have to be 
under the supervision of a physician and have to provide services 
to a specific geographic area. They are providing a wide range 
of services in addition to the counseling. 

Closing by Sponsor: 

Representative Cobb closed on House Bill 33. 

HEARING ON HOUSE BILL 34 

Opening Statement by Sponsor: 

Representative John Cobb, House District 42, said HB 34 is by 

931213FC.SM1 



SENATE FINANCE & CLAIMS COMMITTEE 
December 13, 1993 

Page 11 of 17 

request of the department of SRS and was basically to allow the 
department to limit medically needy programs. He said there is 
already a statute that says they can limit services. The main 
part of the bill is to allow the department to restrict medically 
needy, which is the money already taken out of the budget. 

Proponents' Testimony: 

Peter Blouke, Director, SRS, said he is a reluctant proponent the 
way HB 34 has been amended. The reductions that were made in the 
medicaid budget was 2.6 million, and they will have to make 
further cuts in the medicaid budget because of the reduction. He 
said it is their intent at this point, unless otherwise directed 
by the legislature, to use the priority list that was included in 
the bill originally. They will have to reduce or limit hearing 
aids, mental health services, eye glasses, optical services and 
the list that was contained and eliminated on the House floor. 
He said he is a proponent in that they do need the bill to 
address the medically needy issue but they will be making further 
reductions and they will be consistent with the list that was 
amended. 

Opponents' Testimony: 

Mona Jamison, representing the Montana Chapter of American 
Physical Therapy Association and the Montana Association for 
Speech Pathologists and Audiologists, said the bill is really 
House Bill 2, section B-proposed cuts by SRS, that the Human 
Services Subcommittee, the full House Appropriations, the full 
House, Senate Finance and Claims and the full Senate did not 
recommend. As a legislative body, they did not want to make 
those specific cuts in the list that are taken out on page 3 of 
the statement of intent. What could not be accomplished by the 
whole body now is trying to be accomplished by a statement of 
intent, which legally is not binding. She said it is bad public 
policy and the statement of intent needs to stay out. She added 
they support the bill without the amendments. She said the place 
to make cuts is in House Bill 2, and asked the committee to not 
let a statement of intent undo what the entire legislative 
process has intended to do. 

John Schontz, representing the National Association of Social 
Workers, referred to page 3 line 13 and said this language would 
affect about 700 people served by community mental health centers 
in Montana. He noted that 80 percent are women and 25 percent of 
these people have been in Warm Springs in the past. If this 
service is denied to those people, a number of them will end up 
back in the institution. He said they support Senator Keating's 
amendment on the floor in terms of medically needy. 

Rep. Dave Wanzenried, House District 7, said when HB 34 was 
introduced, the statement of intent was not in it and he felt it 
needs to be eliminated from the bill. 
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Questions Prom committee Members and Responses: 

Senator Lynch asked what would happen if HB 34 did not pass. 

Rep. Cobb said if the bill does not pass, under statute they 
already have the existing authority to make cuts. Whether that 
is a wrong delegation of authority or not will someday get 
challenged in court. The list is $1.7 million in actual cuts and 
Mr. Blouke is saying $2.6 million would be saved so they would 
have to use their existing authority to do something. 

Senator Keating asked Rep. Wanzenried about the fact that Human 
Services and the Appropriations committee rejected the cuts. He 
said the subcommittee voted program by program as to specific 
cuts, and they are dealing in the overall budget with a rather 
general and tenuous reduction in appropriation. It is not 
necessarily a cut in the sense that services are being cut; we 
are saying we are going to reduce the appropriation we made 
because we may not have to spend what was appropriated 
previously. However, if our estimates are wrong, we are 
directing by this law and by the appropriations bill that there 
will be specific cuts of optional services. 

Rep. Wanzenried said that was a fair assessment of what has taken 
place so far. The statute gives them the authority to make cuts. 

Senator Keating said he has no feeling about having the statement 
of intent in the bill because it can be ignored and the 
department should use good judgment in making cuts. Some of the 
optional services will not have the demand that others have and 
the department may have some discretion in shifting 
appropriations from the unused optional services to more used 
optional services. He thinks the managed care will affect some 
savings that will be beneficial to the taxpayers as well as the 
clients. 

Senator Jergeson asked which committee was referred to in the new 
section 1. 

Rep. Wanzenried said the wrong amendment was placed on the bill. 

Senator Swysgood asked. Mr. Blouke if Rep. Cobb's estimation was 
wrong and Mr. Blouke was right, would they have to make further 
reductions in their program in order to come up with the $12 
million that was cut. 

Mr. Blouke said that was correct. 

Senator Swysgood questioned if SRS has the tools to make the 
difference without the medically needy being in there if HB 34 
did not pass. 

Mr. Blouke said their attorney has indicated they need the 
medically needy. He feels they do have the tools to make the 
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cuts, but these are significant policy decisions that impact 
thousands of Montana citizens and he felt the legislature should 
participate in the process. 

Senator Swysgood said he agrees with Mr. Blouke that the 
legislature should have participated in the process rather than 
making SRS take all the heat. He said his main concern is coming 
up with money, and asked if this bill was necessary to do that. 

Mr. Blouke said their attorney says they need medically needy and 
Greg Petesch says they don't. 

Senator Waterman asked if there would be a legal challenge on 
this if cuts were made. 

Ms. Jamison said in terms of her clients, they don't have the 
money for that kind of litigation, so she would think the chances 
were remote. She said SRS needs the bill to make the cuts for 
the medically needy. The comparable authority to cut both 
duration and benefits already exists. What concerns her is that 
they have the existing authority so the statement of intent is 
not binding. 

Closing by Sponsor: 

Rep. Cobb closed on House Bill 34. He said the cuts were only 
for 1995 and on the list they want back in, there are only $1.7 
million in cuts so there is another million dollars or more that 
they will have to find under existing authority. Concerning the 
growth rate, he said he called other states and Colorado is 
saying they are only growing at 13 percent and they think it 
should be about 11 percent. Montana is still up to 16 or 17 
percent growth rate. He also called Wyoming, south Dakota, 
Oregon and they are all growing at a lot lower growth rate. If 
Montana is growing at higher rates than other states it means the 
state will be in a lot of trouble next time. There is over $100 
million dollars general fund that is going to be spent. 

HEARING ON SJR 2 

opening statement by Sponsor: 

Senator Jim Burnett, Senate District 42, sponsor, said SJR 2 
directs the oversight committee on children and families to 
examine inefficiencies in the provision of services to the 
elderly by state government agencies and to make recommendations 
to the next legislature concerning possible legislation to 
address and alleviate future problems. 

Proponents' Testimony: 

None. 
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Questions From committee Members and Responses: 

Senator Jacobson indicated she had a letter from Rep. Barnhart 
advising that she was the chairperson of children and families 
and although they have set their agenda for next year, she felt 
the issue Sen. Burnett is referring to deserves consideration and 
they may set up a subcommittee to look into it. 

closing by Sponsor: 

Senator Burnett closed on SJR 2. 

HEARING ON SENATE BILL 50 

Opening Statement by Sponsor: 

Senator Mignon Waterman, senate District 22, sponsor, said Senate 
Bill 50 requires the Department of SRS, the Department of health 
and the Board of Nursing to work together to establish a new 
category of medicaid eligible long term care called Assisted 
Living. She said the fastest growth in medicaid is in long term 
care for the elderly and the disabled. She presented handouts on 
assisted living. (Exhibits 4, 5 and 6) 

proponents' Testimony: 

Senator Waterman said the representative of AARP had to leave the 
hearing, but they want to be on record as being in favor of this 
bill. 

Peter Blouke, SRS Director, said they support SB 50. They want 
to move into the area gradually which is one of the reasons it is 
under a waiver service rather than opening up everything. They 
believe that in the long term this will be a significant savings 
to the state and will provide a type of service that is more 
acceptable to the elderly population. Nursing homes will 
continue to have a very legitimate and necessary place, but we 
need to build a continuum to provide the most appropriate and 
cost effective care to recipients. 

Rose Hughes, Executive Director of the Montana Health Care 
Association, representing nursing homes and some personal care 
facilities in Montana, said they support SB 50 as a necessary 
piece of legislation to establish appropriate continuing care for 
elderly people who need a variety of, services and assistance. 
They would like to see an expanded definition of assisted living. 
She added they do not want to restrict the service. Personal care 
facilities right now are very restrictive in terms of who they 
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can take care of and in the number of regulations, etc. that are 
applicable to them. If they could change to the new category, 
they would be able to offer a variety of services. She said this 
isn't a payment statute, it is a licensure statute. She 
suggested if it is not so restrictive, there might be more 
services available to the general public, including those who pay 
privately. She noted that although they don't have a problem 
with the exemptions, they do have a problem with the fact that it 
is only in assisted living facilities. They feel if it is a good 
idea in assisted living, it should be for personal care and 
nursing facilities too. She said on page 6 there is a property 
tax exemption, and added an exemption is being given for any 
assisted living facility, even those that run for profit. She 
questioned if that should be done. On page 56 of SB 50, there 
are no specific inspection requirements. She suggested if this 
is an alternative to nursing homes and is run as a waiver 
program, it should be inspected under the health facility side 
where they send in a nurse, rather than the hotel side where they 
only send in a sanitarian to inspect for cleanliness, etc. She 
said this bill is very comprehensive in terms of trying to fit 
assisted living into all places. She suggested they might want 
to add the resident's rights statute that affects all long term 
care, personal care and nursing facilities. 

Charles Briggs, Director of Area 4 Agency on Aging, representing 
the Montana Association of Agencies on Aging, spoke in support of 
SB 50. Based on AARP studies of 21 states that have developed 
some type of assisted living model, it comes down to private 
occupancy units with at least full bathrooms, kitchenettes with 
refrigerators, cooking capacity and lockable doors. Assisted 
living has proven very viable in rural areas in complexes of 20 -
25 units. He recommended that assisted living be defined narrowly 
at first and asked the committee to make it an option available 
to the citizens of Montana, not only to reduce the growth of long 
term care expenditures, but to give individuals personal choice 
regarding their care. 

Opponents' Testimony: 

None. 

Questions Prom committee Members and Responses: 

Senator Christiaens said $56 a day seems high and he questioned 
if there was also a dining room in which the meals are furnished 
if an individual didn't want to cook. 

Mr. Briggs said that is a viable option in assisted living 
facilities. They have a residential dining area similar to 
retirement homes. The cost is adding in all other types of 
services, since the services are brought to the people rather 
than them going to the service. He said sometimes people with 
fairly advanced alzheimers need different types of supportive 
services. 
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Senator Christiaens asked how it is determined the individual no 
longe~ fits this type of service but needs more extensive type of 
service. 

Mr. Briggs said the key is case management. They would have a 
plan of care that is tied to their capacity within the continuum 
of activities of daily living. He said in Oregon they have found 
that most stay in the facility until they die. 

Senator Jacobson asked Mr. Briggs about his reference to fairly 
advanced alzheimer patients and if he was talking about putting 
them into an apartment with a kitchen, a stove and a door that 
locks. She questioned that that would be dangerous; fairly 
advanced alzheimer patients often wander away from facilities and 
often forget they have turned on a burner. 

Mr. Briggs said there are ways of determining if the patient is 
no longer able to be in that type of facility. He said alzheimer 
patients who can no longer stay in their original home setting 
can still be worked with. 

Senator Jacobson said not every person in assisted living needs a 
kitchen as some of them can no longer cook. A stroke patient who 
is partially paralyzed isn't going to be able to cook and 
concluded that one apartment doesn't fit every patient. 

Mr. Briggs said that was something the committee would want to 
consider, but he would disagree. The cost of putting a microwave 
oven in a kitchenette is significantly less than some of the 
other costs in more institutionalized care. 

Senator Jacobson said she is just worried about the danger to the 
patients. 

Senator Franklin said the changes in the nurse practice act 
included a portion called delegation of non nursing tasks, and 
the Montana Nurses Association came forward with the 
acknowledgement that needs were not being met in the community. 
She said there has been some independent effort on the part of 
nursing to meet those needs. She thinks there is a potential for 
this to work rather than developing another licensed personnel. 

When questioned by Senator Hockett relative to a fiscal note, 
Senator Waterman said she didn't know if one was needed as they 
are simply authorizing them to develop a category. 

Senator Keating said he is concerned about licensure. He asked 
if there would be a problem with the Department of Health 
restricting or specifying certain things in the way these places 
are prepared. 

Senator Waterman said they have met with the Department of Health 
and have tried to make it clear that they want flexibility. She 
said it would be different operating an assisted living facility 
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in Sidney as opposed to Billings. 

Senator Franklin said she is concerned about how this would 
interact with the personal care facilities. 

Senator Waterman said personal care facilities are on the medical 
model and are classified with nursing homes. This is just 
another category. She said in 1995 there will probably be other 
categories. Flexibility is needed and it does not diminish the 
personal care facilities, it enhances them. 

Nancy Ellery, SRS, said personal care facilities can basically 
remodel in order to meet the licensing requirements for assisted 
living. 

closing by Sponsor: 

Senator Waterman closed. She offered amendments to the bill. 
(Exhibit 7) She noted that they don't want to open it to 
everyone at this point and are being very cautious so they are 
not endangering anyone. She said there may be room for an 
expansion of this category in the 1995 session. 

ADJOURNMENT 

Adjournment: The meeting adjourned at 12:25 p.m. 

JJ/ls 
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I NAME 
II 

PRESENT 
II ABSENT II EXCUSED I 

SENATOR JACOBSON 
..,/ 

SENATOR FRANKLIN V 

SENATOR AKLESTAD V 
SENATOR BECK v/ 

SENATOR BIANCHI ,/ 

SENATOR CHRISTIAENS V 
SENATOR DEVLIN 

V 
SENATOR FORRESTER 

V 

SENATOR FRITZ / 
SENATOR HARDING ~ 

SENATOR HOCKETT V 
SENATOR JERGESON ~ 

SENATOR KEATING V 
SENATOR LYNCH V 
SENATOR SWYSGOOD / 
SENATOR TOEWS .1/ 
SENATOR TVEIT V 

SENATOR VAUGHN 
V 

SENATOR WATERMAN J 
SENATOR WEEDING vi 

Attach to each day's minutes 

ROLLCALL. FDa i 



TESTIMONY ON HOUSE BILL NO. 21 (PETERSON) 

Submitted by Lois Menzies, Director SEW.TE mt~NCE AND CLAIMS 

Department of Administration E:::JIT tWo ~ ~ 
December 13, 1993 I ;3 L ~ 

. DATE - ~-

I. State Funds Cost Allocation Plan (SFCA~)L NO. 1 
Requires nongeneral & nonfederal fund programs to contribute to the costs of 
general government services (now funded through general fund) 

Services to be funded under allocation plan: 

o OBPP: position control and program planning 
o Oaf A's Accounting: SBAS support, accounting/financial reporting, tr8&8ury 
o DcfA's State Personnel: personnel policy, classification, labor relaticns 

Allocation of costs based on workload generated by each agency in cven­
numbered base year. Examples of workload measurements: 

o OBPP position control: number of FTE on PPP 
o SBAS support: number of SBAS transactions 
o Personnel classification: number of classified FTE 

Accounts assessed indirect costs: state special revenue, proprietary, expendable 
trust, pension trust 

o Accounts not assessed: general fund, federal funds, nonrecoverable funds 

Assessments deposited into a state special revenue account 

o Funds to .operate programs· appropriated from the account 
o Unappropriated fund balance reverted to general fund 

Agencies determine from which source(s) (other than general, federal fund types) 
assessments will be paid 

. ~ Estimated general fund replacement: $310,000 in FY94; $621,000 in FY95 

~ Expands state special revenue cost allocation plan approved by 1987 Legis[ature 

o Authorized recovery of costs from state special revenue accounts that 
retained interest earnings 

Similar to method used to fund warrant writer and state payroll programs 
-fOVER) 



II. Statewide Cost Allocation Plan (SWCAP) 

~l\nlDIJ I 

(J.. -f '3 -'1'3 
He 2{ 

State law requires federally-funded agencies to negotiate with federal agencies to 
recover indirect costs of certain statewide services 

Mechanism used to allocate costs to agencies: SWCAP 

SWCAP collections for FY92: approx. $500,000 

Incentive to aggressively negotiate for recovery of indirect costs is lacking 

Under HB 21: 

o SWCAP collections would be deposited into same state special revenue 
account as SFCAP collections 

-- Exception: indirect costs collected by units of university system 

o Creates incentive for DotA to maximize recovery because DotA's programs 
are funded in part through SWCAP collections 

Cost of implementing HB 21: 

~ 0.25 FTE in FY94 and 0.50 FTE in FY95 and thereafter 

Duties of position: 

o Develop annual SFCAP 

o Assist in preparing SWCAP 

o Assist agencies. in implementing SFCAP 

o Monitor compliance with both plans 
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SErL'TE FlN/\NCE AND CLAIMS 

:'_:1 EO / *-'7~ = 
EXPANSION OF MEDICAID MANAGED CARE (; .-- ~ 'S.$ 

BILL NO .• ~ 
Managed care is defined as the management of health s rvl.ces 
through an organized health care delivery system. There are a 
variety of approaches to managed care; all of which focus on how 
health care is delivered rather than merely on what each service 
costs. Approaches include Health Maintenance Organizations (HMOs) 
and primary Care Case Management (PCCMs) models. 

Current System - Montana Medicaid implemented the Passport. to 
Heal th Program in January , 93 . This program is based on the 
Primary Care Case Management (PCCM) model of managed care. Under 
Passport, . primary care providers (physicians and mid level 
practitioners) provide primary and preventive care and authorize 
most physician and hospital services for Medicaid clients enrolled 
with them. 

Almost.300 Passport providers are enrolled in 15 counties a~ound 
the. state. As of November 1, 1993, approximately 25,000 clients 
are enrolled in the Program. Currently SRS eligibility specialists 
inform clients applying for Medicaid about the Passport program. 
Client enrollment in Medicaid is processed by one FTE in Helena. 
A pamphlet is given to clients and providers explaining the 
program. A toll- free telephone number is also available for 
clients and providers to ask questions about the program. Because 
of staff constraints, minimal efforts have been made to educate 
clients about the program and recruit additional Passport 
providers. Reimbursement to providers is based on fee for service 
plus a $3 per month incentive fee for each enrolled client. 

Proposed -Expansion - Montana Medicaid is proposing to expand the 
options under managed care in two ways. . 

1. Enroll Health Maintenance Organizations (HMOs). HMOs control 
the organization, delivery and financing of care. They charge 
a fixed fee (or capitation amount), payable in advance to 
cover each person's care. 

Under the proposed expansion, Medicaid clients could choose a 
Passport provider or HMO to receive their health care. The 
HMO will be reimbursed monthly on a pre-determined capitated 
basis for each client enrolled. This capitation amount is 
actuarially based on historical usage of Medicaid recipients. 
The capitation rate is based on a level less than what 
Medicaid reimburses on a fee for service basis. For example 
if Medicaid had historically spent $1,500 per year for an AFDC 
adult, the capitation rate could be set at $1,425 per year or 
$119 per month which is 95% of what would have been spent on 
a fee for service basis. The managed care provider would be 
at risk for expenditures exceeding the capitation rate. They 
would retain the savings if actual expenditures were less than 
the capitation rate. The capitation rate would cover all 
Medicaid benefits except long term care (which includes 
nursing homes, IeF-MRs and waiver services) mental health 
services for adults, and Medicare deductibles and co­
insurance. 
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• 

SRS would initiate a competitive procurement process through 
which qualified vendors would be selected. (Currently, Blue 
Cross/Blue. Shield is the only licensed HMO in Montana but that 
is expected to change as the industry prepares for national 
health care reform.) SRS would have to pursue a waiver from 
the federal -government to implement this option. Depending on 
the regulations the federal government allows the state to 
waive, the HMO could offer expanded benefits and guaranteed 
periods of eligibility. 

2. Mental Health Capitation. SRS would initiate a competitive 
procurement process to select qualified mental health 
providers to provide mental health services for adults. 
(Children would continue to be served under the fee for 
service system with case management being provided through the 
Managing Resources Montana program. They would be phased into 
a capitated system in 3 to 5 years.) Providers would be 
responsible for providing or arranging all inpatient and 
outpatient mental health care on a capitated basis. The 
providers would seek to ensure access to mental health care in 
the most clinically appropriate and cost-effective setting. 
Department of Corrections and Human Services is exploring the 
feasibility of providing non-Medicaid care under this model as 
well. 

Mental health capitation is being pursued separately from the 
HMO and Passport models because most primary care providers do 
not have experience in providing the more intensive mental 
health services needed by adults with severe and disabling 
mental illnesses. This separation of functions has proven 
effective in other states. 

GOALS AND OBJECTIVES 

1. To improve access to and availability of preventive and 
primary care. --2. To improve quality, continuity and appropriateness of care. 

3. To reduce rate of growth in Medicaid per capita from 
expenditures. 

4. To increase the number of clients enrolled in managed care. 

5. To provide clients and providers with a variety of health plan 
and provider choices. 

6. To work with contracted providers to ensure they are providing 
quality of care. 

2 
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Resources Required 

To implement managed care expansion, the department will seek a 
contractor to perform the following functions: 

1) develop a capitated rate for HMO and Mental Health providers; 
2) develop a request for proposal for the managed care 

contractors; 
3) develop the reqUired federal waiver; 
4) provide enrollment and outreach'services to ensure clients 

make informed choices about managed care participation and 
select the most appropriate managed care provider from among 
those available. 

The contract provider would conduct a health assessment with the 
client in person or by phone and provide client with information 
about HMOs and Passport providers in their area. Clients who do 
not choose an HMO or Passport provider within 30 days would be 
assigned one. 

Implementation Date - July '95 
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Montana Medica~d Managed Care options 
Projected Timel1ne 

Target Date 

November 24, 1993 

December 22, 1993 

January 7, 1994 

February 18, 1994 

April 1, 1994 

April 15, 1994 

July 8, 1994 

-. 
August 5, 1994 

November 7, 1994 

January 6, 1994 

July 1, 1995 

SYstem Design 

Issue Request for 
Information 

RFI Response Deadline 

Determine parameters of 
.actuarial/system design 
study. 

(6 weeks) 

Issue RFP for actu­
arial/system design 
study. 

(6 weeks) 

Proposal receipt 
deadline. 

(2 weeks) 

Select contractor. 

(12 weeks) 

Report due. 

November 16, 1993 

System Implementation 

Determine preliminary 
parameters for managed 
care/capitated system. 

(4 weeks) 

Issue RFPs for system 
management. 

(3 months) 

Proposal receipt 
deadline. 

(2 months) 

Select system management 
contractors. 

(6 months) 

Managed care/capitated 
system implementation. 



"il. MONTANA MEDICAID MANAGED CARE 
ADMINISTRATIVE COSTS 

AND PROJECTED SAVINGS 
Summary: 

FY 94: 
Total 

1 FTE for HMO option(1/2 year) $ 19,277 
Acturial/consultant contract 500,000 

TOTAL COSTS 519,277 

FY95: 

2 FTE for HMO option 68,106 
1 FTE for mental health program 35,553 
Actuarial consultant COl:jts 50,000 
MMIS revisions 150,000 

TOTAL COSTS 303,659 

FY96: 

OPTIONS 

GF 
9,638 

250,000 
259,638 

34,053 
17,777 
25,000 
15,000 
91,830 

'-I' /1 I 0 I I <....J 

FFP 
9,638 

250,000 
259,638 

I'). -/3 -93 
H't) 3~ 

34,053 
17,777 
25,000 

135 1 000 
211,830 

Projected savings from capitating 622,789 186,837 435,952 
)0 mental health services net of any 
~ contract administrative cost 

Actuarial consultant costs 50,000 25,000 25,000 

Projected savings from managed 3,806,561 1 1 141 1 968 2 1 664 1 593 
care options (HMO) net of any 
contract administra£1Ve cost 

TOTAL SAVINGS 4,379,3~0 1,303,805 3,075,545 

FY97: 

Projected savings from capitating 701,628 210,488 491,140 
mental health services net of any 
contract administrative cost 

Actuarial consultant costs (50,000) (25,0'00) (25,000) 

projected savings from managed 4 1 347 1 093 1 1 304,128 3 1 042,965 
care"options ( HMO) net of any 
coniract administrative cost 

TOTAL SAVINGS 4,998,720 1,489,616 3.,509,105 
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Definition: 
~~~,';T r:J -;fa 12-3 = 
BILL NO,~S1 -

Assisted living is a type of care which combines housing and 
services in a homelike environment which maximizes individual 
functioning and autonomy. 

e' In the continuum of care it generally falls between facilities 
which provide' only room and board and skilled nursing 
facilities. 

Assisted living improves outcomes and quality of life and 
'costs less than other long-term care alternatives. 

Ideally, assisted living implies "horne-like buildings, single 
occupancy units with individual .baths and cooking capacity, 
privacy, and skilled nursing and support services as needed." 

What Assisted Living Does: 

e Offers a care option that consumers and their families want 
for those who cannot live alone but do not need 24 hour 
skilled medical care. 

Combines housing, personalized assistance, supportive services 
and health care in a residential environment. 

e Costs less than horne health care or nursing horne care. 

e Emphasizes choice, dignity, respect and maximum independence. 

Assisted Living in Montana: 

e In Montana, Assisted Living would be offered under a Horne and 
Community Services Waiv:er. Under a waiver, clients must meet 
nursing facility level of care and costs for services cannot 
be greater than nursing facility costs. 

Composite of individuals (now entering nursing facilities) who 
would benefit from Assisted Living: 

e Jayne Dough is an 83 year old woman whose daughter- in-law 
cared for her until the daughter-in-law died. Her son's 
disabilities prevent him from providing much care. Mrs. Dough 
is hard of hearing, diabetic, speech impaired, requires a 
special diet which she is unable to prepare for herself, uses 
poor judgement and is somewhat unresponsive. Although she can 
do many things for herself, she must be constantly encouraged 
to do even the most simple tasks. Currently she would be 
determined to meet nursing facility level of care and be 
placed in a NF at' a cost of $80/day. If assisted living were 
available I Mrs. Dough would be an excellent candidate for this 
service and could probably be served in an assisted living 
facility at a minimum rate. 
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Assisted Living 
Costs for 98 Individuals 

Thousands' 

$1 ,500 :.: 
I·: 

$1 ,000::':: 

$500::: 

$0'· 
A.L. N.F. 

A.L. = Assisted Living; N.F. = Nursing Facility 
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Thousands 

$2,500 .:". 
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Waiver Acute Care 



ASSISTED LIVING SENfiTE FINP,NCE AND CLAIMS 

fUESTIONSlRESPONSES"H:arr NVEjj b 
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Why not offer Assisted living (A.L.) in other settings, such as group homes, 
foster homes, or personal care facilities? 

We intend to offer A.L. as a waiver service to initially contain costs 
and control the number of individuals served. We could also offer 
assisted living in other settings under the waiver. As a matter of 
fact, we already offer A.L. under our current waiver in group 
homes and as supported living in individual apartments. The 
decision to include other A.L. models as a waiver service wiU be 
made by the SAIL Council before we submit the waiver application. 

Regarding personal care facilities: because we are offering A.L. as 
a waiver service, individuals will have to meet nursing facility level 
of care. By statute, individuals who require, a certain level of care 
cannot reside in personal care facilities. 

We do intend to investigate reimbursing personal care facilities as 
providers of personal care services. 

Then why do you need a licensing category and standards for A.L. Facilities? 
Why not just change the personal care facility license? 

A.L. is not just about providing customized care. The philosophy 
behind assisted living is the provision of services in a home-like 
setting which offers privacy. This means separate units with 
individual bathrooms and kitchens, doors which can be locked, and 
a choice of services. t 

We do anticipate that a number of existing personal care facilities 
and even nursing homes will remodel their facility or a portion of 
their facility to meet the licensing requirements for an A.L. Facility. 
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How wiD you guarantee the health ond safety of A.L.F. residents? 

Health and safety standards will be spelled out in the licensing rules 
as will other quality control measures. We will work closely with 
DHES, Aging Services, consumers, the Ombudsman and others to 
insure that adequate standards are set forlh in the rules. 

Why aren't you licensing A.L.F.'s as health care facilities? 

--

Health care facilities are subject to the medical model which has a 
deficit orientation in which residents have a "sick role" and must be 
"treated" by a staff of "experls". The impetus behind assisted 
living is the social model. In this model the resident has 
capabilities, the first of which is the capability to define hislher own 
needs and to select services to meet those needs. The focus is on the 
individual's skills, abilities and the contribution they and their 
families can make to their care. The person is not "treated" and the 
"experls" are not in charge - the resident is. 

We believe that this social model will better fit outside of the health­
care-facilities arena. 
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1. Title, line 13. 
Following: "50-51-102," 
Insert: "50-51-107," 

2. Page 2, line 4. 
Following: "services." 

December 11, 1993 BILL NO __ ----------

Insert: "The rules must also provide for measures to ensure the 
privacy of facility residents and the dignity of residents' 
social life." 

3. Page 29, ~ine 15. 
Following: "41-3-1142," 
Insert: "assisted living facilities as defined in 50-51-102," 

4. Page 39, line 23. 
Following: "41-3-1142," 
Insert: "assisted living facilities as defined in 50-51-102," 

5. Page 47, line 11. 
Following: "41- 3 -1142 j " 

I~sert: "assisted living facilities as defined in 50-51-102j" 

6. Page 52, line 9. 
Following: "41- 3 -1142 ; " 
Insert: "assisted living facJ.lities as defined in 50-51-102j" 

7. Page- 56. 
Following: lin 2 
Ir.-sert: "Section 14. Section 50-51-107, MeA, is amended to read: 

"50-51-107. Provision of nursing services or personal-care 

services by t~e fa~ility prohibited. (1) Hotels, lliotels, 

boardinghouses, roominghouses, or similar accorrmodationsJ not 

includino assisted livino facilities, may not provide 
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professional nursing services or personal-care services. A 

resident of a hotel, motel, boardinghouse, roominghouse, or 

similar accommodation may have personal-care, medical, or 
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nursing-related services provided for him in such facility by a 

third-party provider. 

(2) Whenever a complaint is filed with the department that 

a person in need of professional nursing services is residing in 

a roominghouse or other similar accommodation not licensed to 

provide such service, the department shall investigate and may 

require appropriate care or placement of such person if it is 

found that professional nursing servi.ces are needed."" 

{Internal References to 50-51-107: 
x50-51-106} 

Renumber: susequent sections 

8. Page 61, line 13. 
Strike: "18" 
Insert: "19" 

9. Page 61, line 15. 
Strike: 1117" 
Insert: 1118" 
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