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

REGULATION OF NONPROFIT HEALTH SERVICE CORPORATIONS."

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

Section 1, Definitions, As used in this act:

{1) “Health service corporation" means a nonprofit
corporation organized or operating for the purposes of
establishing and operating a nonprofit plan or plans under
which prepaid hospital care, medical-surgical care and other
health care and services, or reimbursement therefor, may be
furnished to a member or beneficiary;

(2} ™Health services® means the health care and
servicer provided by hospitals, or other health care
institutions, organizations, associations or groups, and by
doctors of medicine, osteopathy, dentistry, chiropractic,
optometry and podiatry, nursing services, medical
appliances, equipment and supplies, drugs, medicines,
ambulance services, and other therapeutic serwvices and
supplies;

(3) “Membership contract” means any agreement,
contract or certificate by which a health service

corporation describes the health services or benefits
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provided to its members or beneficiaries;

(4} “"Commissioner” means the commissioner of insurance
of the state of Montana.

Section 2, Only this act applies to health service
corporations. {1) All health service corporations
heretofore or hereafter organized are subject to the
provisions of this act. These corporations are not subject
to any other 1law of this state relating to insurance or
insurance companies.

(2) A law of this state other than the provisions of
this act applicable to health service corporations shall be
construed in accordance with the fundamental nature of a
health service corporation, and in the event of a conflict
between that law and the provisions of this act, the 1latter
shall prevail.

Section 3. Purposes of health service corporation. &
health service corporation may be organized for the purposes
of:

(1) establishing and operating a voluntary, nonprofit
plan or plans under which health serviceé, or reimbursement
therefor, are furnished to persons who become members or
beneficiaries; or

{2} acting as agent or intermediary for other health
service corporations, for governmental body or agency, or
for other corporations, associations, partnerships or
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individuals in the field of health care and services; and

(3} research, education or related activity to further
objects within the purview of this act.

Section 4. No profit organization may be a health
service corporation. No group, association, or orgamization
created for or engaged in business or activity for profit,
provision for the incorporation of which is made by any of
the corporation laws of this state, may be organized or
operated, directly or indirectly, as a health service
corporation under this act.

Section 5. Reserve fund. (1} The corporation shall
maintain at all times, unobligated funds adequate to:

{(a)} provide the hospital, medical-surgical and other
health services nade available to its members and
beneficiaries, and

(b} meet all costs and expenses.

{2) 1In addition, reserves of a health service
corporation in cash, certificates of deposit, obligations
issued or guaranteed by the government of the United States
or other assets approved by the commission shall be
maintained in an amount not less than:

{a) five hundred thousand dollars ($500,000}); or

{b} an amount equal to one (1) month's average income
from dues or fees paid to the corporation by its members or
beneficiaries, based on an average of the preceding twelve
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{12} months; whichever is less.

If the reserves are not equai to the average in (2) (b),
they must have been increased during the preceding twelve
{12) months by an amount equal to one percent (1%} of the
gross dues or fee income during that period7 The
determination of minimum reserves is subject, as to amounts
payable to participating providers of the health services,
to any right of the corporation to prorate the amoﬁnts under
the terms of its health service contracts with providers.
The commissioner may decrease or suspend the requirements of
this section if he finds that the action is in the best
interest of the members of the corporation.

Section 6. Forms -- filing. (1} A copy of all forms
of the membership contract or any type of endorsement or
rider shall be filed with the commissioner within thi~ty
(30} days after that form is first used. When a form does
not comply with the reguirements of this act, the
commissioner shall notify the corporation in writing of that
failure and include the reasons for his op.inion. Unless the
corporation requests a hearing within ten (10) days, notice
by the commissioner disallows use of this form by the
corporation. If the corporation challenges the
commissioner's disallowance of a form it shall regquest a
hearing on that issue. The commissioner shall schedule a
hearing as soon as practicable but not less than fifteen
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(15) days from the date of the request, If the commissioner
finds, after the hearing, that the form is not in compliance
with this act he may disapprove the form and issue a final
order to that effect. Notice of disapproval, including the
grounds for disapproval, shall be presented to the
corporation not less than thirty (30} days after the
hearing. The final order is effective thirty (30) days
after the hearing.

(2) A corporation whose forms have been ordered
discontinued by the commissioner, may appeal, within fifteen
(15) days after an order, to a district court of the state.
The court, upon filing of the proper petition, shall cause
the forms and orders of the commissioner to be brought
before it, and upon hearing of the case, the court shall
either affirm, or reverse and vacate the order of the
commissioner.

{3) The court may suspend or stay a final order of the
commissioner under this section, pending trial of the issues
or the appeal.

Section 7. Allowed contracts. A corporation subject
to the provisions of this act may enter into contracts for
the rendering of health services on behalf of its members or
beneficiaries with:

(1) hospitals maintained by a governmental body or
agency, OY
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(2) hospitals maintained by a nonprofit corporation
organized for hospital purposes, or

(3) with other corporations, organizations,
associations, partnerships, or individuals furnishing health
services.

A health service corporation may enter into agreements
or contracts with other organizations or corporations
licensed to do business in this state or in any other state
for:

(1) the transfer of members or beneficiaries,

(2) the reciprocal joint provisions of benefits to the
members of beneficiaries of the corporation and of those
other organizations or corporations, or

{3} other joint undertakings the corporation's board
of directors approves.

Section 8. Enrollment representative, (1) A person
who, for compensation, sclicits membership in a prepayment
health service plan offered by a corporation subject tc the
provisions of this act, is an enrollment representative of
that corporation.

{2) The definitions of enrollment representative as
defined in this act do not include:

{a) an individual employed and used By enrollment
represaatatives for the performance of clerical,
stenographic and similar office duties;

8§12 357
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{b) an individual employed and used for incidental
taking of an application for coverage from time to time in
the office of the employing enrollment representative;

(c) an individual who secures and forwards information
for the purpcse of an existing group contractor for
enrclling individuals under an existing group contract.

Section 9. Enrollment representative -- filing with
commissioner -- license. (1) Each coréoration subject to
the provisions of this chapter shall notify the commissioner
through its proper officer or agent of the nanme, title and
address of each person it desires appointed as an enrollment
representative. The notice shall be accompanied by a
written application, upon a form furnished by the
commissioner, from the appointee. If, upon receipt of this
written notice, when accompanied by the proper fee, it
appears that:

{a} the appointee is a competent and suitable person
whe intends to hold himself out in good faith as the
corporation's enrollment representative, and

(b) he cualifies under the provisions of this section,
the commissioner shall issue tc that appointee & license
which states that the person named is a constituted
enrollment representative of the corporation in this state.

{2) For appointees who have not acted as an enrollment
representative for a health service corporation for a period
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of two (2) years prior to the effective date of this act, if
he considers it desirable, the commissioner may, reguire an
appointee to submit to <an examination to determine the
qualifications of the appointee to act as an enrollment
representative in this state. This examination. shall
inguire into an applicant's knowledge of the provisions of
this chapter and of the forms submitted and utilized by the
employing corporation.

(3) Upon receipt by the commissioner of notification
from a health service corporation that the corporation
desires a particular individual to be appointed as its

enrcllment representative, that person has a temporary
enrcllment representative's license until the commissioner
notifies the corporation of action taken wupon the
application. If the commissioner rejects the application,
the prospective appointee's eligibility to act as an
enrollment representative ceases on the day the corporation
is notified of rejection.

Section 10. Licenses -- refusal to issue -- suspension
-=- revocation. (1) If for cause shown, and after a hearing
or examination the commissioner determines a person is
unsuitable to act as an enrollment representative, he shall:

(a) refuse to issue a license, or

(b} revoke a license previously issued, and

(c) notify in writing both the appointee and the

-8-
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corporation of refusal.

(2) unless revoked by the commissioner or unless the
corporation by written notification to the commissioner
cancels the authority of an enrollment representative to act
for it, a license issued or a renewal thereof expires on
January 1 after its issuance. A license may be renewed
annually upon pavment of the annual license renewal fee as
prescribed in section 17 of this act.

{3) The commissioner may suspend, for not more than
twelve (12) months, or revoke or refuse to continue any
license issued under this act if he finds that as to the
licensee any one or more of the following causes exists:

{a) any cause for which issuance of the license could
have been refused had it then existed and been known to the
commissioner;

{bY obtaining or attempting to obtain a license
through misrepresentation or fraud:;

{c}) violation of or noncompliance with applicable
provisions of this chapter, or willful violation of any
lawful rule, or order of the commissioner;

{(d) misappropriation or conversion to his own use, or
illegal withholding, moneys or property belonging to the
health service corporation, its members, beneficiaries, or
others and received in conduct of business under the
license;
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{e) conviction of a felony involving moral turpitude;

{£) £fraudulent or dishonest practices, in the conduct
of his affairs under the license, or

{g) incompetence, untrustworthiness, or injury and
loss to the public while acting under the license.

{4) The action taken under subsection (3) shall be the
result of a hearing granted the licensee with twenty (20)
days notice, The notice and the reasons for the
commissioner's action shall be by certified mail to the
licensee and the corporation.

Section 11. BAnnual report. All corporations subject
to the provisions of this act shall make and f£ile annually
with the commissioner, on or before March 1 of each year, a
report under ocath setting forth:

{1} the name of the corporation:;

(2) the address of its registered office in this state
and the name of its registered agent at that address:

(3) the names and addresses of its directors and
officers;

(4) a brief statement of the character of the affairs
which the corporation is actually conducting;

(5} the amount of all dues or fees collected from
members in the last fiscal year, the amocunts ‘actually paid
during that year for health services for the members or

beneficiaries, and the amounts placed in reserves:
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{6) a balance sheet and statement of income and
expenditures for the most recent fiscal year of the
corporation, prepared and verified by two officers of the
corporation and certified by a certified public accountant;

{7) a statement of any other facts or information
concerning the financial affairs of the health service
corporation which may be reasonably required by the
commissioner.

Section 12. Examination of a health service
corporation. (1} If the commissioner believes a health
service corpcration is unable or potentially unable to
fulfill its contractual obligations to its members, the
commissioner may conduct an examination of that corporation.

{2} Each health service corporation examined, its
officers, employees, and agents shall produce and make
available to the commissioner or his examiners the accounts,
records, documents, files, information, assets and matters
in his possession or control relating to the subject of the
examination.,

{3) The commissioner or his examiner shall make a
verified report of the examination.

{4) The report shall comprise only facts appearing
from the books, papers, records, or documents of the
corporation examined, or ascertained from the testimony,
under oath, of individuals concerning its affairs, and
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conclusions and recommendations as warranted by those facts.

(5} The commissioner shall furnish a copy of the
proposed report to the corperation examined not less than
twenty (20) Gays prior to its filing in his office. If the
corporation requests a hearing, in writing, within the
twenty (20) day period, the commissioner shall grant one
with respect to the report, and shall not file the report
until after the hearing and after modifications, if any, the
commissioner deems proper.

Section 13, Grievance procedure, Any individual
member of a corporation, subject to the provisons of this
act, who believes himself to be aggrieved by any act or
omission of the corporation or its officers, directors, or
employees, may file a statement in writing of his grievance
in the office of the commissioner, and the commissicner .nay
investigate the grievance. Yo investigation by the
commissioner shall act as a bar to any suit in a court of
competent jurisdiction instituted by an aggrieved member, or
as a bar to any defense by the involved corporation.

Section 14. Non-liability. A health service
corporation is not 1liable for injuries resulting from
neglect, misfeasance, malfeasance or malpractice on the part
of any person, ocorganization, agency or corporation,
rendering health services to the health service
corporation's members and beneficiaries.

-12-
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Section 15, Premium tax eXemption. A health service
corporation is exempt from all premium taxes.

Section 1l6. Montana Adninistrative Procedure Act
applicable, All final administrative actions or decisions
of the commissioner under this act are subject to judicial
review under and in accordance with the Montana
administrative Procedure Act,

Section 17. Fees. Every health service corporation
suject to the provisions of this act shall pay the
following fees to the conmissioner of insurance for
enforcemznt of the provisions of this chapter:

(1} Enrollment representative's license:

{a} application for original license including
examination and issuance 0f liCeNS€..sescssrsenness vaesss$l0

(5) annual rencewWalecsecscsssccsascssnoscssonscsrsnsand 5

{2y Filine anv other statement Or report...........5 1

(3) For a certified coovy of any document or other

raper filed in the office of the commissicrner, pexr page $.50

(4} For the certificate and for affixing the seal
L et iieanasannsenassosnrenersnnsssosssssssasssesssancessiy 1
(5} Piling of a membership CONtract....eeeseeescaas$10
{6} Filing of a membership contract package..,......$25
(7) TFiling annual report, a fee of twenty cents (5.20)
for each individual or family unit the corporation covered
at the close of the year to which the annual report is
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applicable; except that the minimun fee payable upon filing
of an annual report is one hundred dollars ($100}.

The commissioner shall promptly deposit with the state
treasurer to the credit of the general fund all fees and
license fees received by him under this section.

Section 18. Misleading statements prohibited. (1) No
person may make, issue, circulate or cause to be made,
issued or circulated any estimate, circular, or statement
misreprésenting:

(a} the terms of any health service corporation
membership contract issued or to be issued; or

(b) the benefits or advantages promised thereby; or
make any nisleading representation or any misrepresentation
as to the £financial condition c¢f any health service
corporation.

(2) wNo person may make , publish, dJdisseminate,
circulate, or place before the public, or cause directly or
indirectly, to be made, published, disseminated, circulated,
or placed before the public, in a newspaper, magazine or
other publication, or in the form of a notice, circular,
pamphlet, lettexr or poster, or over any radio or television
statiocn, or in any other way, an advertisement,
announcenent, or statement containing aﬁy assertion,
representation or statement with respect to the business of

a health service corporation which is untrue, deceptive or
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migleading.

{3) No person may make or issue or cause to be made or
igssued any written or oral statement misrepresenting or
making incomplete comparisons as tc the terms, conditions,
or benefits contained in any health service corporation
membership contract for the purpese of inducing or
attempting or tending to induce a member to <cancel or
convert any membership contract.

(4) No person may file with any public official, or
make, publish, disseminate, circulate or deliver to any
person, o©r place before the public, or cause directly or
indirectly, to be made, published, disseminated, circulated,
delivered to any person, or placed before the public, any
false statement of firancial condition of a health service
corporation with intent to deceive.

{5) NXo person may make any false entry in any book,
report or statement of any health service corporaticn with
intent to deceive any agent or examiner lawfully appointed
to examine into its condition or into any of its affairs, or
any public official to whom that health service corporation
is required by law to report, or who has authority by law to
examine into its conditicn, or into any of its affairs, or,
with like intent, willfully omit toc make a true entry of any
waterial fact pertaining to the business of that health
service corporation in any book, report or statement of the
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health service corporation.

{6) No person may make, publish, disseminate or
circulate, directly or indirectly, or aid, abet or encourage
the making, publishing, disseminating or circulating of any
oral or written statement or any pamphlet, circular, grticle
or literature which is false, or maliciously critical of orx
derogatory to the financial condition of a health service
corporation, or of an organization proposing to become a
health service corporation, and which is calculated to
injure any person engaged or proposing to encage in the
business of coperating a health service corperation.

{7} MNo person may enter into agreement to commit, or
by any concerted action commit, any act of boycott, coercion
or intimidation resulting in or tending to result in
unreasonable restraint of the operation of health service
corporations.

(8) ©No person may knowingly make or permit any
unreasonable discrimination between individuals in any

classification which may be established by a health service

corporation and of essentially the same condition of health
in the amount of dues or rates charged for any membership
contract or in the benefits pavable thereunder, or in any of
the terms and conditions of such contract or in any manner
whatever. DNothing herein contained shall, however, restrict
the <right of a health service corporation within the
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discretion of its board of directors to limit or define the
classes of persons who shall be eligible to become members,
to limit and to define the benefits which it will E£urnish,
and define such benefits as it undertakes to furnish into
classes or kinds. A health service corporation may make
available to its members health services, or reimbursement
therefor, as the board of directors of that corporation may
approve.

(9) Wothing contained in subsection (8} includes
within the definition of discrimination any of the following
practices:

{a) readjustment of the rate of payment for membership
in a health service corporaticn under a group contract based
on the loss or expense experience thereunder at the end of
the first or any subsequent contract year thereunder which
may be made retrcactive only for that contract year;

(b) in the case of membership contracts issued on the
pre-authorized bank draft or similar plans, making allowance
to members in an amcunt which fairly represents the saving
in collection expense;

(c) reduction of the rate of payment for group
contracts covering a large number of members, but not
exceeding savings in administrative expenses reasonably
attributable to these contracts as compared with contracts

cffering similar benefits to smaller numbers of members;
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(d} issuing individual membership contracts on a
"salary savings™ or payroll deduction plan reascnably
commensurate with the savings made by use of such plan;

(10) nothing in this chapter gives the commissioner
power to fix and determine a rate level by classification or
otherwise.

Section 19. Notice of violation. If the commissioner
shall for any reason have cause tc believe that violation of
this act has occurred or is threatened, the commissioner may
give written notice to the health service corporation and to
the representatives, or other persons who appear to be
involved in the suspected wviolation, to arrange a conference
with the alleged viclators or their authorized
representative for the purpose of attempting to ascertain
the facts relating to the suspected violation, and in the
event it appears that a violation has occurred or is
threatened, to arrive at an adequate and effective means of
correcting or preventing the violation.

Section 20. Cease and desist order. The commissioner
acting in the name of the state may issue an order directing
a health service corporaticn or a representative of a health
service corporation to cease and desist from engaging in any
act or practice in violation of the provisions of this act.

Within fifteen (15) days after service of the order of

cease and desist, the respondent may reguest a hearing on

e SB3F7
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the question of whether acts or practices in violation of
this act have occurred., These hearings shdll be conducted
undér the Montana Adminstrative Procedure Act.

Section 21. Injunctive relief. In the case of any
violation of the provisions of this act, if the commissioner
elects not to issue a cease and desist order, or in the
event of noncompliance with a cease and desist order issued
under this act, the commissioner may institute a proceeding
to obtain injunctive relief, receivership, or other
appropriate relief, in the district court of the county in
which the wviolation occurs, or in which the principal place
of business of the health service corporation is located.
Any proceeding under this section shall cqnform to the
requirements of chapter 42 or 44 of Title 93, except thﬁt
the commissioner shall not be required to allege facts
tending to show the lack of an adequate remedy at law or
tending to show irreparable damage or loss.

Section 22. @Grace period. Any corporation organized
prior to the effective date of this act, under chapter 23 of
Title 15, for the purpose of administering and operating a
nonprofit health service plan, as described in this act, has
a period of one (1) year after the effective date of this
act to comply with all the provisiocns hereof,

-End-
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STATE Of MONTANA
: "REQUEST NO. __187-75
. FISCAL NOTE .

Form BD-15

In compliance with a written request received ___February 10 , 19 5 _ , there is hereby submitted a Fiscal Note

for _._ . Senate Bill 387 ' pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legisiative Assembly.

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legisiature upon request.'

DESCRIPTION OF PROPOSED LEGISLATION:

Senate Bill 387 provides for the regulation of nonprofit health service corporatlons by the commissioner of insurance of the
state of Montana. ,

ASSUMPTIONS:

/
1. The proposed legistation will require regulation of 90,000 health service members, 129 representatives and three health
service corporations in FY 76. ‘

2. . There will be a 3% increase in membership and 8% increase in number of health service representatives in FY 77,

3.  The commissioner of insurance will require an additional two personnel positions and office equipment.

FISCAL IMPACT:
FY 76 FY 77

Increase in revenue for General Fund from ’
health service corporation fees. $ 18,750 $ 19,300
Increase in expenditures by category ‘

Personal Services 19,853 21,838

Operating Expenses ‘ : ' 150 150

Capital Outlay . 1,400 0
Total Increase in expenditures 21,403 21,988
Net Effect (Expenditure — Revenue) §___g__6_§_?:_ LZ_E_QQ_

CONCLUSIONS:

Enactment of Senate Bill 387 will result in an estimated net increase in expenditures of $5,341 _during the biennium.

bRty

BUDGET DIRECTOR

Office ofi?get an rogram Planning
Date:
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SENATE BILL NO. 387

INTRCDUCED BY NORMAN, KOLSTAD, TOWE

A BILL POR AN ACT ENWTITLED: "AN ACT T0 PROVIDE FOR THE
REGULATICN OF NONPROFIT HEALTH SERVICE CORPORATIONS; AND

AMENDING SECTION 15-2304, R.C.M. 1947."

bE IT ENACTED LY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Definitions. As used in this act:

(1} "Health service corporation" means a nonprofit
corporation organized or operating for the purposes of
establishing and operating a nonprofit plan or plans under
which prepaid hospital care, medical-surgical care and other
heaith care and services, or reimbursement therefor, may be
furnished to a member or beneficiary;

(2) "“Healtn services" means the health care and
servi:es provided by hospitals, or other health care
institutions, organizations, assoclations or groups, and by
doctors of medicine, osteopathy, dentistry, chiropractic,
optonetry and podiatry, nursing services, medical
appliances, eguipment and supplies, drugs, medicines,
ambulance services, and other therapeutic services and
supplies;

(3) "Membership contract” means any agreement,

contract or certificate by which a health service
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corporation describes +the health services or benefits
provided to its members or bemneficiaries;
(4} ™Commissioner"™ means the coamissiomer of insarance
of the state of Nontana.
_Section 2. onily—this aset—appiies—ito—health—sesvice
cosporations~ APPLICATION _OF THI
OTHER _RELATED LAWS, (1) All health service corporations

ACT — CORSTRUCTION OF

heretofore or hereafter organized are subject to the

provisions of this act. These—eerpesatiocns—are—aot—sabiest

{2) A law of this state other than the provisjons of

this act applicable to health service corporations shall be
construed in accordance with the fundamental nature of a
health service corporation, apnd in the event of a conflict
between that law and the provisions of this act, the latter
shall prevail.

Section 3. Purposes of health service corporatiom. &
health service corporation may be organized for the purposes
of:

{¥) establishing and operating a voluntary, nomprofit
planr or plans under which health services, or reimbursement
therefor, are furnished to persons who become merbers or
beneficiaries; or

(2} acting as agent or ipteraediary for other health

—d— S8 387
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service corporations, for governmental body or agency, or
for other corporations, associatioms, partrerships or
individunals in the field of health care and services; and

{3) research, education or related activity to further
objects within the purview of this act.

Section k. bHo profit organization may be a bhealth
service corporation. ¥o group, association, or organization
created for or engaged in business or activity for profit,
provision for the incorporation of which is sade by any of
the corporation laws of this =tate, may be organirzed or
operated, directly or indirectly, as a health service
corporation umder this act.

Section 5. £Reserve—fand» PINANCIAL SECBRITY. (1)} The

corporation shall maintain at all times, wunobligated funds
adeguate to:

{a} provide the hospital, medical-surgical and other
health services msade available to its neabers and
beneficiaries, and

{b} meet all costs and expenses.

{2) 1Ia addition, reserves of a health service
corporation in cash, certificates of deposit, obligations
issued or guaranteed by the government of the United States
or other assets approved by the eensiseion CONNISSIORER
shall be maintained in an amonnt not less than:

{a) five hundred thousand dollars ($500,000); or
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{b) an amount equal to one (1) month®s average income
from dues or fees paid to the corporatiom by its members or
beneficiaries, based on an average of the precedina tvelve
{12) months; whichever is less.

If the reserves are not egual to the average in (z) (1),
they must have been increased during the precediag tvelve
{12) =months by an asount equal to one percent (1%} of the
gross duves or fee income during that period. The
determination of minimua reserves is subject, as to amounts
payable to participating providers of the health services,
to any right of the corporation to prorate the amounts under
the teras of its health service contracts with provigders.
The comsmissioner may decrease or suspend the requirezents of
this section if he finds that the action is in the best
interest of the members of the corporation.

Section 6. Foras -— filing. (1) 2 copy of all fores
of the membership contract or any type of endorsement or
rider shall be fijiled with the commissioner within thirty
{(30) days after that form is first used. When a fore dces
not comply with the regquireaents of this act, the
comaissioner shall notify the corporatien in writing of that
failure and include the reasons for his opinion. Unless the
corporation regquests a hearing witbkia ten (10) days, notice
by the comsissiorer disallows use of this fore by the
corporation. It the corporation challenges the
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comzissioper®s disallovance ©f a form it shall reguest a
hearing on that issue. The co:nlssionér shall schedule a
hearing as soom as practicable but not less than fifteen
{(15) days from the date of the reguest. I1f the commissioner
finds, after the hearing, that the form is not in compliance
with this act he may disapprove the form and issue a final
order +to that effect. Notice of disapproval, including the
grounds for disapproval, shall be presented to the
corporation pnot less than thirty (30) days after the
hearing. The final order is effective thirty (30) days
after the hearing.

{2y & corporation whose forms have been ordered
discontinned by the comaissioner, say appeal, withio fifteen
(15) days after an order, to a district court of the state.
The court, upon filing of the proper petition, shall cause
the forms and orders of +the comamissioner to be brought
before it, and upon hearing of the case, the court shall
either affire, or reverse and vacate the order of the
commissioner.

{3) The court may suspend or stey a final order of the
conrissioner under this section, pending trial of the issues
or the appeal.

Section 7. Allowed <contracis. 4 corporation subject
to the provisions of this act may enter inte contracts for
the rendering of health services or behalf of its members ox

B SE 387
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beneficiaries with:

(1) hospitals maintained by a governeental bedy or
agency, or

{2) hospitals maintained by a nonprofit corporation
organized for hospital purposes, or

{3) with other corporations, organizations,
associations, partnerships, or individuals furnishing health
services.

A health service corporation ray enter into agreerents
or contracts with other organizations or corporations
licensed to do business ir this state or in any other state
for:

(1) the transfer of members or bemeficiaries,

{2y the reciprocal joint provisions of benefits to the
members of beneficiaries of the corporation and of those
other organizations or corporations, or

{3} other joint undertakings the corporationt*s board
of directors approves.

Section 8. Enrollment representative. {1) A person
who, for cospensation, solicits membership im a prepayment
health service plan ofifered by a corporation subject to the
provisions of this act, is an enrvlliment representative of
that corporation.

{(2) The detinitions of enrollaent representative as
defined in this act do not include:

—6— SB 387
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(a) an individual esployed and used by earcllaent
representatives for the perforaance of clerical,
stenographic and similar office duties;

fb) an individual employed and used for iacidental
taking of an application for coverage froa time to time in
the office of the employimg enrcllment represeantative;

{c) an imndividnal vho secures and forvards information
for the purpose of an existing growp contracter for
enrolling ipdividvals under an existing groap coatract.

Section 9. Enrollaent representative — filing with
comaissioner — licemse. (1) Each corporation sabject +to
the provisions of this chapter shall potify the coasissioner
through its proper officer or agent of the name, title and
address of each person it desires appointed as an enrollment
representative. The notice shall be accoapanied by a
writtea application, apon a form furmisked by the
comaissioner, fros the appointee. 1If, unpor receipt of this
writtem notice, when accompanied by the proper fee, it
appears that:

{a} the appointee is a competeznt and saitable perxrson
who intemds to held himself oot in good faith as the
corposationts earocllment representative, and

{b} be gualkifies under the prowisions of this sectior,
the comsissioper shall issue to that appointee a licesnse
which states +that the person named is a constituted
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enrcllsent representative of the corporation in this state.

{2) Por appointees who have not acted as an enrcllisent
representative for a health service corporation for a period
of two (2) years prior to the effective date of this act, if
he considers it desirable, the commissioner may, require an
appointee to submit to an examination to determine the
gualifications of the appointee to act as an enrollrent
ropresentative in this state. This examipation shall
inguire imte an applicant®s knowledge of the provisioms of
this chapter aad of the forms submitted and utilized by the
emsploying corporatiom.

(3) Upoa receipt by the commissioner of motification
from a health service corporation that the corporation
desires a particular individoal to be appointed as its
enrollment represeantative, that person has a temporary
errolliment representative’s license until the commissioner
notifies the corporation of action taken upon the
application. If +the commissioner rejects the application,
the prospective appointee’s eligibility to act as ap
enrollsent Tepresentative ceames on the day the corporation
ix notified of rejection.

Section 10. Licenses -~— refusal to issve — suspension
-— revocation. (1) If for canse shown, and after a hearing
or examimation the cowmissiorer detersines a petrson is
easvitable to act as an enroliment representative, he shalk:

-8~ SE 387
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{a) refuse to issue a license, or

(b) revoke a license previously iSsued, and

fc) notify in writing both +the appointee and the
corporation of refusal.

{2) Unless Tevoked by the commissioner or unless the
corporation by written notification to the cosmissioner
cancels the authority cf an esnrollment representative to act
for it, a license issued or a renewal thereof expires on
Janmary % after its issuance. 4 license may be renewed
annually upon payrent of the annual license reneval fee as
prescribed in section 17 of this act.

{(3) The commissicner =aay suspend, for not more than
twelve {12) months, or revoke or refuse to contiruve any
license issued under this act if he finds that as to the
licensee aﬁy one or more of the following causes exists:

{a) any caunse for which isswance of the licemse could
have been retfused had it then existed and been known to the
conmissioner;

{b} obtaining or attespting to obtain a license
through amisrepresentation or fraud;

{c} violation of or noncompliance with applicable
provisionrs of this chapter, or «illful violation c¢f awuny
laviul rule, or order of the commissioner;

(@) wicappropriation or conversion to his own use, or
illegal withholding, moneys or property belonging to the
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health service corperation, its members, bepeficiaries, or
others and received in condoct of business under the
license;

(e} conviction of a felony involwving moral turpitude;

(f) fraundulent or dishonest practices, in the conduct
cof his affairs under the license, or

{g} incospetence, untrustworthimess, or injury aud
loss to the poblic while acting under the license.

(%} The action taken uvnder subsection {3} shall be the
result of a hearing granted the licensee with twenty (20)
days’ notice. The notice and the reasons for the
comzissioner®s action shall be by certified mail to the
licensee and the corporation.

Section 1. RApnual report. 2ll corporations subject
to the provisions of this act shall make and file annwvally
¥with the commissioner, on or before March 1 of each year, a
report under ocath setting forth:

{1} the name of the corporation;

{2) the address of its registered office in this state
and the nawme of its registered agent at that address;

(3) the names and addresses of its directors and
officers;

(4) a brief statement of the character of the affairs
which the corporation is actwally conducting;

{5) the amount of all dues or fees collected froe

— 10— sSB 387



v OB oW N R W N W

NN NN o e ek e omt om o e -
U'IUN-AC:U&-JQ‘U'OWN:O

SB 0387402

meabers in the last fiscal year, the amounts actwally paid
during that year for health services for the =eabers or
beneficiaries, and the amounts placed in reserves;

{6} a balance sheet and statement of income and
expenditures for the most recent fiscal year of the
corporation, prepared and verified by two otficers of the
corporation apd certified by a certified public accountant:

(7} 2 statemwent of any other facts or inforsation
concerning the firancial affairs of the health service
corporation whick saY be reasopably reguired by the
commissiomer.

Section 2. Examipation of a health service
corporation. (1) If the comaissioner believes a health
service corporation is unable or potentially wunable to
fulfill its contractual obligationas to its meabers, the
commissioner may conduct an examinration of that corporation.

{2) Eack health service corporatior ezamined, its
officers, eaployees, and agents shall produce and make
avajlable to the comaissioner or his examiners the- actounts,
records, documents, files, inforsation, assets aad satters
in: his posgession or control relating to the sabject of the
exasipation.

(3) The commissioner or his: examiner shall nake a
verpified report of the examination.

{8} The report shall comprise only facts appearing
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from the books, papers, records, or dJdocunents of the
corporation examined, or ascertained fros the testimony,
under oath, of individuals concerming its affairs, and
conclusions and recoawendations as warranted by thbse fatts.

(5) The comsissiover shall furnish a copy of the
proposed report to the corporation eramined not less than
twenty (20) days prior to its filing ia his office. If the
corporation requests a hearing, in writing, within the
tventy (20) day period, the commissiomer shall grant ohe
witk respect to the report, and shall not file the report
antil after the hearing and after modifications, if any, the
coamissioner deems proper.

Section 13. Grievance procedure. Any individual

seaber of a corporation, subject to the provisons of this

‘act, who believes himself to be aggrieved by any act or

omission of the corporation or its officers, directors, or
eaployees, =may file a statement in writing of his grievance
in the office of the commissioner, and the comsissioner nay
investigate the grievance. No investigation by the
coanissioner shall act as a bar to any suit in a court of
coapetent jurisdiction ipstituted by an aggrieved mewber, or
as a-bar to any defense by the involved corporation.

Section M. Nonliability. A kealth service
corporation is not liable for injuries resulting fros
negiect, sisfeasance, ralfeasance or malpractice on thé part

s, St 367
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of any pexrson, organization, agency or corporation,
rendering health services to the health service
corporation's aeabers and beneficiaries.

Section 15. Fremium tax exemption. A health service
corporation is exempt froa all premium taxes.

Section 16. Montana Adpinistrative Frocedure Act
applicable. 211 fipal administrative actions or decisions
of the coeaissioner under this act are subject +to judicial
Teview under and in accordance with the Montana
Adrinistrative Procedure Act.

Section 17. Pees. ZEvery health service corporation
sebject to the provisions of this act shall pay the
following fees to the cormissioner of insurance for
enforcement of the provisions of this chapter:

(1) Enrollment representative's license:

(a)y application for original license including
exanination and issuance of license..eeceicescscccncencsa$10

(b} annual renevwalecceccsccncecsccssacercccancaccsed 5

(2) Filing any other statement Or Ieportecececceac.$ 1

{3) For a certified copy of any document or other
paper £iled in the office of the commissioner, per page %.50

() Por the certificate and for aftixing the seal
thereto.ieeecucasncecvscenscccacocnassasnessassnsacncsnnced 1

{5) Filing of a medbership CONtract.cicencccncanee$10

{6y Filing of a membership contract packagea.ec.saee..$25
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{7y PFiling annual report, a fee of twenty cents ($.20)
for each individual or family unit the corporation covered
at the close of the year +to which the annual report is
applicable; except that the minimus fee payable upon £iling
of an annual report is one hundred dollars ($100).

The commissioner shall promptly deposit with the state
treasurer to the credit of the genmeral fund all fees and
license fees received by hia under this section.

Sectior 18. #isleadiag—statements—prehibiteds TRADE
PRACTICES PROHIBITED. IR _ORDER TO REGULATE TRADE FRACTICES
OF BEMLTE SERVICE CORPORATIONS THE POLLOWIBG PHRACTICES ARE
PROBIBITED;

{1} ¥Fo person may make, issue, circulate or cause to

be =made, issued or circulated any estisate, circular, or
statement aisrepresenting:

{a) the terms of any health service corporation
mepbership contract issued or to be issuned; or

{b} the benefits or advantages proeised thereby; or
make any misleading representation or any misrepresentation
as to the finamncial condition of any health service
cerporation.

{2} No persob may nake, publish, disseainate,
circulate, or place before the public, or cause directly or
indirectly, to be made, published, disseminated, circulated,
or placed befere the pablic, in a newspaper, Rmagazine or
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other publication, or in the fora of & potice, circular,
pamphlet, letter or poster, or over apy radic or telervision
station, or in any other way, an advertiseseat,
annouRcement, or statemsent cogtaining any assertion,
represettation or statement with respect to the business of
a health service corporation which is satrue, deceptive or
nisleading.

{3) #Ho person say make or issme or cause to be made or
issved any vwritten or oral statesest aisrepresesting or
sakipg incomplete comparisons as to the teras, conditioas,
or benefits contajned 3in any bLealth service corperation
sembership cemtract for the purpese of indecing or
atteapting or tending to induce a2 mnember to cancel or
convert any seabership comtract.

{#) ¥No person may file with any public official, or
make, publish, disseminate, circulate or deliver to any
person, or place before the public, or cause 4irectly or
indirectly, to be sade, published, dissemibated, circulated,
delivered to any persoa, or placed before the public, any
false statesent of financial copdition of @ health serwice
cerporation with istent to deceive.

5} Eo persop say make any false entry in any hook,
report or statement of any health service corporation with
intemt to deceive any agent or examimer lawfully appointed
to examine imto its condition or into any of its affairs, or
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ary public offjcial to vhom that health service corporation
is required by lav to report, or ¥ho has authority by law to
examine into its condition, or into any of its affairs, or,
with like intent, willfully omit to make a true eatry of any
saterial fact pertaining to the busipess of that bhealth
service corporatios in any book, report or statement of the
health service corporation.

(6) o .person may pmake, publish, disseminate or
circulate, directly or indirectly, or aid, abet or encourage
the =aking, publisbing, disseminating or circslating of any
oral or written statement or any pampblet, circular, article
or literature which is false, or maliciocusly critical of or
derogatory to the financial condition of a health service
corporation, or of an organization proposing to becose a
health service corporation, and which is calculated to
injure any person engaged or proposing to engage in the
business of coperating a health service cecrporation.

(7) Ko person aay enter into agreement to comsit, or
by any concerted action comait, any act of boycott, coercion
or datisidation resolting in or tending to result in
unreasonable restraint of the operation of health serrvice
corpecations.

{(8) ¥o person may Lknowingly make or persit any
enreasonable discriaination between individsals in any
classification which may be established by a health sexvice

—16— SB 387
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corporation and of essentially the same condition of health
in the amount of dees or rates charged " for any Bsembership
contract or in the berefits payable thereunder, or im any of
the tersms and conditions of such contract or im any sanner
vhatever. #®othing herein contained shall, however, restrict
the right of a health service corporation within the
discretion of its board of directors to limit or define the
classes of persons who shall be eligible to become aeabers,
to limit and to define the bemnefits which it will farmish,
apnd define such benefits as it undertakes to furmish into
classes or kinds. & health service corporation may make
available to its members health services, or reirbursement
therefor, as the board of directors of that corporation may
approve.

+493—SECTION 19. CERTAIN _EXCLUOSIOBS. {1} Fothing

contained in SECTION 18, subsection (8) includes within the
definiticn of discrimination any of the following practices:

(a) readjustemert of the rate of payeent for meabership
in a health service corporatiocn under a group comtract based
ot the loss or expense experience therewnder at the end of
the first or any subsequent contract year thereunder which
kay be made retroactive only for that contract year;

(t) in the case of meabership contracts issued on the
pre-anthorized bank draft or similar plans, making allowance
to wmembers in an amount which fairly represents the saving
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in collection expense;

(c) reduction of the rate of payment for group
contracts covering a large number of members, but not
exCeeding savings in administrative expenses reasonably
attributable to these contracts as compared with contracts
offering similar benefits tc smaller numbers of members;

{d) issuing individual membership contracts on a
"salary savings"™ or payroll deduction plan reasonably
commensurate with the savings made by use of such plang.

£:8)-(2) nething NOTHING in this chapter gives the
commissioner power to fix and determine a rate level by
classification or otherwise.

Section 20. Wotice of violation. 1If the commissioner
shall for any reason have cause to believe that violation of
this act has occurred or is threatened, the commissioner may
give written notice to the health service corporation and to
the representatives, or other persons who appear to be
involved in the suspected violation, tc arrange a conference
with the alleged violators or their authorized
representative for the purpcse of attempting to ascertain
the facts relating to the suspected violation, and in the
event it appears that a violation has occurred or is
threatened, to arrive at an adequate and effective means of
correcting or preventing the violaticn.

Section 21. Cease and desist order. The commissioner

=18~ sSB 387
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acting in the name of the state may issue ar order directing
2 health service corporation or a represertative of a health
service corpoeration to cease and desist from engaging in any
act or practice in viclation ot the provisiomns of this act.

¥ithin fifteen {15) days after service of the order of
Cease and desist, the respondent may reguest a hearing on
the gquestior of whether acts or practices iam violation of
this act have occurred. These hearings shall be conducted
tnder the Montana Adminstrative Procedure Act.

Section 22. Injuanctive relief. In the case of any
viclation of the provisioms of this act, if the commissioner
elects not to issue & cease and desist order, or ian the
event of noncoapliance with a cease and desist order issued
under this act, the commissioner may institute a proceeding
to obtain injunctive relief, receivership, or other
apprepriate relief, in the disirict court of the county in
vhich the violation occurs, or in which the principal place
of business of the health service corporation is located.
Any proceeding under this section shall confora to the
requirements of chapter 42 or &% of Title 93, except that
the coseissioner shall not be required to allege facts
tending to show the lack of an adeguate remedy at lav or
tending to show irreparable damage or loss.

Section 23. 6&race period. Any corporation organized
prior to the effective date ot this act, under chapter 23 of
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Title 15, for the purpose of administering and operating a
nonprofit health service plan, as described in this act, has
a period of one (l} year after the effective date of this
act to comply with all the provisions hereocf.

SECTION 24. SECTION 15-2304, R.C.M. 1947, IS AMENDED

TO READ AS FOLLOWS:

“15-2304. Purposes. Corporations may be organized
under this act for any 1lawful purpose or purposes. A%}
heatth—-service--corporations—-£formed-under—-this—aet-for~-the
purpeses-ef—defraying-or-assuming-the-cost~-of--professsonat
serviees-—~nf--3icentinten——in--the-—ftetd--af-hentthy-or-the
services~~of--hospitats;~~ctinies-~or-~-sanateriay~-or---beoth

prof i }-—and--hospitai--servicesy--—or--acting-as—agentsy

factor-or-representative-ofq-or--contracting--on--pehatf--of
organizations~—af--such-~itcentiates y-~or--groupy-groupsy-or
eraanizationn-of-hespitalsy-or-both-iiecentiate-and--hespiead
ergantzattonsy-in-the-matter-of-prepatd-service-plans-in-the
field~—of-healthy-may-not-engagey-divectiy-or-indirvectiyy-in
the-performance-of~the-corporete-purpeses-or-ohjects~uniess:

$3ir-ae-teast-one-fourth-{iydr-of-ati-trcentiacens—-of-the
paztécuiar-pzoféssien7-927-in-the-ease-ei-—hespétai—-sezviee
eorporationsy——-at-ienst-ene-fourth-{i74}-oé~the~whote-number
ef-hospitats-tn-the-state-become-memberss

{2} -membership-in-the-corparation-and-an-opportunity-teo
render-~professionai--services--upon--a~--untform--basis---ts

-20- 53 387
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SENATE BILL NO. 387

INTRODUCED BY NORMAN, KOLSTAD, TOWE

A BILL FOR AN ACT ENTITLED: "AN ACT TO PROVIDE FOR TER
REGULATION OF NONPROFIT HEALTH SERVICE CORPORATIONS; AMD

AMEWNDING SECTION 15-2304, R.C.M. 1947.7

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

Section 1. Definitions. As used in this act:

(1) "Health service corporation” means a nonprofit
corporation organized or operating for the purposes of
establishing and operating a nonprofit plan or plans under
which prepaid hospital care, medical-surgical care and other
health care and services, or reimbursement therefor, may be
furnished to a member or beneficiary;

(2} "Health services" means the health care and
services provided by hospitals, or other health care
institutions, organizations, associations or groups, and by
doctors of medicine, osteopathy, dentistry, chiropractic,
optometry and podiatry, nursing services, nedical
appliances, equipment and supplies, drugs, medicines,
ambulance services, and other therapeutic services and
supplies;

{(3) “"Membership contract” means any agreement,

contract or certificate by which a health service

SE 0367,/0%

coryporation describes the health services or benefits
provided to its rembers or beneficiaries;

(4} "Copaissioner™ means the commissioner of insurance
of the state of Nontana.

Section 2; oaly—this aet-—applies—to—health—seEviee
eerperations~ APPLICATION OF THIS ACT —— CONSTRUCTIOK OF
OTHEN BELATE AWRS. (1) All health servicg corporations
heretofore or hereafter organized are subject to the

provisicns of this act. Zhese—ceoEperatiesi—arFe—not—subjeot

{2} & law of this state other than the provisions of

this act applicable to health service corporations shall be
construed in accordance with the fundamental nature of a
heaith sgrvice corporation, and in the event of a conflict
betveen that law and the provisions of this act, the latter
shall prevail.

Section 3. Purposes of health service corporation. A
health service corporation may be organized for the purposes
of:

{¥) establishing and operating a voluntary, nonprofit
plan or plans under which health services, or reimbursesent
therefoer, are furnished to persons who become members or
beneficiaries; or

{2) acting as agent or internediary for other health

—e— SB 387
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S8rv¥icé corpordtivss; fof guvskrsental body or agéncy, of
for otker corpordtions, assctiatisns, pattnerships or
individtals in the field of health care and sefvicés; and

(3] reétearch; ecducatiod or relefed activity te further
objetts within the pitviev of tlis act.

Section b. ¥o profit organisatien may be & health
séf¥ice corpotdtion. No dtonp, assotiation, or orgapigzation
created for ot eiigaged in business of activity for profit,
provision for the incorporatiow of which ik sade by any of
the corporation laws of this state, nay be ofgenized or
operated, directly or imdirectly;, as a health service
corporation umder this act.

Section 5. Mesesve—Swide RINARCIAL SPCURITE. (1) The
corporation shall maintain at all tises, uvnobligated funds
adequate to:

{a} provide the hospital, medical-surgical and other
hedlth servieces made available to its seabers  and
beteficinTies, ahd

{b} wmeet all costs and expenses.

. 2y 1In addition, reserves of a health service
corporation in cash, certiricates of depoesit, obligatiohs
issweéd or gtaranteed by the government of the United States
or other assets approved by the oossiosienr CORNISSIONER
shall be maintained in an amount mot less than:

{a) {five hundred thomsand dollars ($560,000); or
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{b§ an amount equal to one (1) month's average income
frow dues or fees paid to the corpoeration by its members or
beneficiaries, based on an average of the preceding twelve
{12) monthe; whichever is less.

1f the reserves are not egual to the averagye in (&) (b),
they must have been increased during the preceding twelve
(12} wsonths by ap amcenat equal to obe percent (1%} of the
gross dwes or fee incose during that period. The
deterainatios of minigus reserves is subject, as to asounts
payable to participating providers of the bhealth serv¥ices,
to any right of the cotrtporatiom to prorate the amounts under
the teras of ite health service contracte with provigers.
The cosmissioner ray decrease or suspend tle reguirements of
this section if he finds that the action is ip the best
interest of the sembers of the corporation.

Section 6. Poras —- filiag. (1) & copy of all forms
of the mewxbership contract or any type of endorsemeat or
rider shall be filed with the compicsionexr within thisty
(30) days after that form is first used. #hem o fore does
pot comply Wwith the vreguirements of this act, the
comiissiorer shell notify the corporatien in writing of that
faildre and imclede the reasons tor his opinion. Dnless the
corportatiod requests a hearing witnin tem {10) days, ©nctice
by the cowsissioner disallows use of this {form bj'the
chzllenges the

corporation. 1f the corporation
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comaissioner's disallowance of & form it shall reguest a
hearing on that issue. The coakissioner shall schedule a
hearing as soon as practicable but not less than fifteen
(15) days froa the date of the reguest. 1f the comrissioner
finds, after the hearing, that the form is not ir compliance
with this act he way disapprove the fora and issue a final
order to that effect. Rotice of disapproval, including the
grounds for disapproval, shall be presented to the
corporatien not less tham thirty (30) days after the
hearing. The final order is efiective thirty (30) dars
atter the hearing.

2y & corporation whose foras have been ordered
discontineed by the commissioner, may appeal, within fifteen
(15} days after an order, to a district coart of the state.
The court, uwpon filing of the proper petition, shall cause
the forms and orders of +the coamissioner to be brought
before it, and uopon hearing of the case, the court shall
either affirs, or reverse and vacate the order of the
commissioner.

(3) 1he court may suspend or stay a final order of the
coamissioner uwnder this section, pending trial of the issues
or the appeal.

Section 7. Allovwed contracts. A corporation subject
to the provisions ot this act may enter into contracts for
the rendering ot health services on behalf ot its members or
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beneficiaries with:

(1) hospitals maintained by a governmental bedy or
agency, or

{2) hospitals maintained by a nonprofit corporation
organized for hospital purposes, or

{3} with other

corporations, organizations,

associations, partnerships, or individuals furnishing health
services. ¢

A health service corporation may enter into agreements
or contracts with other organizations or corporations
licensed to do business in this state or in any other state
for:s

{1} the transfer of members or beneficiaries,

(2) the reciprocal joint provisions of benefits to the
members e£ OR beneficiaries of the corporation and of those
other ofganizations or corporaticns, or -

(3) other joint undertakings the corporation's board
of directors approves.

Section 8. Enrollment representative. (1) A person
who, for compensation, solicits membership in a prepayment
nealth service plan offered by a corporation subject to the
provisions eof this act, is an enrollment representative of
that corporation,

(2) The definitions of enrollment representative as
defined in this act do not include:

-6- s 387



- P T T

gu_a-n-a-a.n-a.‘-h
mo:gmu*awu-

L. 8387902

62} an individeal empleyed amé uwsed by encrollasent
Represertatives for the pexiarnasce of clerical,
stenographic and similar office dmties;

) an individwal employed and wsed for incidental
taking of an applicatien for cowerage from time ¥o tiee in
the office of the empioying eaxzclilsent represeatative:

ey aa individual who sSeecures and forwards inforwatieox
for the purpose of an existing gTemp coatractor fex
enrolling individsals esder an existing grosp cestract.

Seckios 9. Eanrollseat representative — f£ilking with
« {3} Each corporation sabject te
the provisioas cof this chapter shall notify the commissioner

aisel — Y

through its proper officexr or agent of the gawe, title aund
adiirtess of es~% person it desires appointed as an enrcllaemt
reptesenmtone‘ The notice shall be accompamied by a
wrpitten application, npon a fore fuormished by the
ooawisgioser, from the appointee, If, upon receipt of tiis
written notice, when accompanied by the proper fee, it
appeals thet:

{a}) the appointee is a competent and suitable person
who intends to hold himself out in goou faith as the
oorporation's enrollsent representative, and

{#} he cualifies under the provisiems of this section,
the comrkissioner shall issve to that appeintee a license
which states that the person nared is a constituted

Jy 56 3B7
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encollimesd representative of the corporaticn in this state.

(#¥ Por appointees who have not acted as an enrollsent
represestative for a health service corporation for & period
of twe {3) years prior to the effective date of this act, if
Ko coisidets it desirable, the cosmissioner gay, require an
appointes to submit to an examination to defersine the
gdelifications of the appointee ¢o act as an enrollsesnt
répresestative in fthis state. This examimation shall
isguikse IFoto an applicant¥s knovledge of the provisiens of
thie chapter and of the forws submitted and vtilized by the
enjiloyiy dérporation.

£33 UDpon rTeceipt by the commissicaer of notification
frow & Mexlthk service corporation that the corporation
desived & particular ipdividual to be appointed as its
enrollsent representative, that rerson has a temporary
entollwent representative's licemse until tae coamisstiener
votifies the corporation of action taken upon tke
application. If the coasaissioner rejects the application,
the gprospectiive appointee®s eligibility to act as  an
enrocllsent representative ceases on the day the corporation
is notified of rejection.

Section 10. Licenses —— refnsal to issae -— suspension
~ revocation. (1) ii for canse shown, and after a hearing
or examination the comuissionetr determines a person is
unsuitable to act as &n enrollment representative, he shall:

—B— S8 387
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{a) retuse to issue a license, or

(b) revoke a license previously iésued, and

{c) npotify in writixg both the aprointee and the
corporation of refusal.

{2) Unless revoked by the commissioner or unless the
corporation by written notitication to the commissioner
cancels the authority of an enrolleent representative to act
for it, a license issued or a renewal thereof expires on
Janvary 1 after its issuance. & license may be renewved
annually upon payment of the annual license resewal fee as
rrescribed in section 17 of this act.

{3) The comaissioner wsay suspend, fcor not more thasn
tvelve (12) months, or revoke or refuse to continve any
license isswsed under this act if he tinds that as to the
licensee aﬂy one or more of the following causes exists:

{a} any cause for which issuvance of the license could
have been refused had it then existed and been known to the
commissioner;

{(b) obtaining or attempting to obtain a license
through misrepresentation or fraud;

{c) violation of or noncompliance with applicable
provisions of this chapter, or willful violation of any
lavwful rule, or order cof the copmissicner;

{d) eicappropriation or conversion to his own use, or
illegal withholding, zoneys or [property helonging to the
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[ I - B S - T I L " SR

I I A I S

19
20
21
22
23
28

SB 0387/02

health service corporation, its members, beneficiaries, or
others and received in conduct of business under the
license;

{e)} conviction of a felony involwing soral turpitude;

{£) fraudolent or dishonest practices, in the conduct
of his attairs under the license, or

{g) incompetence, untrustworthiness, or injury and
loss to the public while acting under the license.

{4} The action takemn under sudsection (3} shall be the
result of a hearing granted the licensee with twenty {20}
days’ potice. The notice apd the reasons for the
commisgionerts action shall bhe by certified mail %o the
licensee and the corporation.

Section 11. Annual report. 211l corporations subject
to the provisions of this act shall make and file annually
with the coarissioner, on or before March 1 of each year, a
report under oath setting forth:

{T) the name of the corporation;

(2} the address of its registered office im this state
and the name of its registered agent at that address;

(3) the names and addresses ot its directors and
officers;

(4} a brief statement of the character of the aftfairs
which the corporation is actuwally coaducting;

{5) the amount of all dues or fees collected from

10~ _ SB 387
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seaders it the last fiscal gear, the asonnts actually paid
Swring that TesT For health sernms for +the asembers or
bewuficiaries, and the amounts placed in resermes;

463 a bDalance sheet and statemsent of income and
expenditeres for the most Eecent fiscal gear of the
corpotation, prepated and sverified by two officers of the
gorporetion and certified by 2 certified pamblic accountant;

{7} a statement of any other facts or informatios
cescerning the financial affairs of the dealth service
gorporation ehich wsay De reaschably wveguizred by the
coasissionsr .
 sectien 12. Szamimation af a  health  service
worporetion. 1) It the vcosmissioner heliewes a health
sorvice worpr- rtion it umadble or potentially unable to
folfill i;s cantracteal obligations to its seabers, the
conmissioper aay comdact an exaripation of that corperation.

{2) Back health service corperation esasined, its
o¥fficers, eaployees, and agents shall prodmsce -and zake
available to the commissioner or :his examiners the accomts,
recards, documents, files, iniormation, assets and aatters
in his possessien or comtrol Telating to the snbject of the
-examination.

{3) 7The coanissioner or his -ezasiner shall make a
verified report ot the exasination.

{#) The report shall comprise only facts appearing
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frop the books, papers, records, or docasents of the
corpoxatiop examined, or ascertained from the testimony,
updexr opth, eof individnals concerning its affairs, apd
copclasions apd recomaendatione as varranted by those facts.

£} £ke compissiorer sball futaish a copy ef the
propesed Taport to the corporation examiped pot less shan
tNapty 420) days prior to its f£iling im his office., I1If the
corporatinn reguests a hearieg, in writingg, withis the
tuapty (20) dJday period, the commissioner shall grant ame
#ith pespeat to the repert, aad shall not file the report
antil after the hearing asd after modificatigas, if apy, the
copmissioner deems Proper.

Sectian 13. Grievance procednre. Any individual
sopber of 2 corporation, subject to the rprovisons of tais
act, wbo beliewes himself to be aggriewved by any act or
onission pf the corporation or ite officers, directozxs, or
eaployees, =®may file a statement in writing of his griesance
in the office of the commissioner, and the comsissiocner =may
ipvestigate the grievance. Ko investigation by the
commissioper shall act as a bar to any suit im a court of
conpetent jurisdiction instituted by an aggrieved meaber, or
as a bar to any defense by the involved corporation.

Section M. Wonliability. A health service
corporation is gnot liable for injuries resulting fros
nregiect, misfeasance, ralfeasance or malpractice on the part

~1i— S 367
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of any person, organization, agency or _corporation,
rendering health services to tﬂe health service
corporation®s members and beneficiaries.

Section 15. Fremina tax exemption. 3 health service
corporation is exeapt frox all preajus taxes.

Section 1b. HMontama Administrative Frocedure Act
applicable. 411 final admiristrative actions or decisions
of the commissioner under this act are subject to Judicial
review uader and in accordance with the Pontana
hdministrative Procedure Act.

Section 17. Fees. Every health service corporation
subject to the provisions of this act shall pay the
following fees +to the comeissioner of insurance for
enforcerent of the provisions of this chapter:

(1) Enrollmsent representativets licenmse:

(a) application for original license including
examination and issuance of licenSe..,ccsecnncscccccsaswed10

{b} apnual renewalececcecsascccccncccancssscanvacnaad 5

{2) Piling any other statement Or FepOTtececesccceced 1

{3} For a certified copy of any docusent or other
paper filed in the office.of the commissioner, per page $.50

(4) PFor the certificate and for affixing the seal
theretO.cecuersrsenncncsnsnsnncsontcnassassesssnncancansssd 1

(5) Filing of a membership contract.c.ecceccacnecee$310

(6) Piling of a membership contract package...eeces.325

—13~ 58 347
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{7) Piling annual report, a fee of twenty ceats (3$.20)
for each indivianal or family unit the corporation covered
at the close of the year to which the annsal report is
applicable; except that the minimum fee payable npon filing
of an annval report is one huadred dollars ($100).

The coamissioner shall pronptlf deposit with the state
treasurer to the credit of the general fund _all fees and
license fees received by him under this section.

Section 18, Misleading—statenents—prohibiteds TRADE

PRACTICES PROBIBITED. IN ORDEE TO REGULATE TRADPE PRACTICES
oF B CORFPORATIONS TH ORING PR S_AEE

PROBIBIZED;

(1) Ko person may make, issue, circunlate or cause to
be made, issued or circulated any estimate, circalar, or
statement amisrepresenting:

{a} the terms of any health service corporation
mesbership comtract issued or to be issued: or

{b} the benefits or advantages promised thereby; or
make any misleading representation or amy mnisrepresentation
as to the financial condition of any health service
corporation.

{2) YNo person nay sake, peblish, dissemipnate,
circulate, o1 place before the public, or cause directly or
indirectly, to be made, published, disseminated, circulated,
or placed before the public, in a newspaper, magazine or

— 14— SE 387
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ather publisstios, or iz the form of a Dotice, circular,
pappklet, letter or pomtel, of OBer any radio or telewision
okatioh, or 4im any other way, an adsertisesent,
RARGANCLRERL, or SsStatenent coataining any assartion,
reprapentatios ar stateseat with respect to the bmsigess of
a health sexwice carporatigs which is uptrne, deceptive or
ninlanding.

{3) ko person say make or isswe or cause to be made or
jesged any wWwritten oxr eral estatesest nisrapresentiag or
making iacomplete cpapacisons as to the terss, conditions,
or bmmefits contaimed ia any health serwice corporatioms
nesborghip contract for the parpose of imducing or
attenpting or tending to induce a mesler to cascel or
canvert aay s~xhership contract.

) ;o persor may file with any pablic official, ex
sake, publish, disseminats, circnlate or deliver to aay
pePson, or place before the public, or canse dJdirectly or
indirectly, to be made, published, disseminated, circulated,
delivered to any person, or placed before the public, any
false statesent of financial condition of a health service
momtian with intent to deceive.

{5) Bo. person wmsay make any false entry in amsy book,
report or statement of any health service corporation with
intent to deceive any agent ar examiner lawfully appointed
to examine into its condition or into any of its affairs, or
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say padlic official to shus that health service dJdorpordtion

‘ is regeired by law to tepoft, or who has anthority by law to

erasize into its condition, or into any of its affairs, or,
with like intent, willfully osit to make a tfue ontfy of any
material fact pertaining to the Dbusinest of that health
sexvice corpotstion in asy book, report of statesedt o6F the
heulth service corpovation.

(6} %o person say wmake, publishk, Jdisse#fgete of
circulnte, directly or jadirectly, or aid, sBet ot enecurdge
the mking, puBlizhbisg, &dssesinating or circulating ot Ay
orak or written statewnetit of any paaphlet, circular, wrticleé
or literature which is falee, or maliciously critical of or
deTogatory to the fivemeial condition of a health service
corporation, or of am orgawization proposing to becose a
bexlth service corporwfion, and which s calewisted to
intore awy person eangaged or proposing to engayr in  the
basiness of operatinmg & health service corporation.

(} PFo person say enter into agreesent to cos€it, or
by any concerted action comait, any act of boycott, coercien
or intisidation resulting in or tending to result in
unreasonable restraint of the operation of health service
corporations.

(8) ¥o person may knowingly wmake or perait any
unreasonable discriamination between individuals in ‘any
classification which may be established by a health service

—-16— SB 387
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corporation amnd of essentially the same condition of health
in the amount of dues or rates charged for amny mesbership
costract or in the bemnefits payable thereunder, or in any of
the teras and conditions of such contract or in any manmner
vhatever. WNothing hereinm contained shall, however, resirict
the 1right of a bhealth service corporation within the
discretion ot its board of directors to limit or define the
classes of persons vwho shall be eligible to become mesbers,
to limit apd to define the benefits which it will furnish,
and define such benefits as it undertakes to farnish into
classes or kinds. 2 health service corporation may make
available to its meabers health services, or reimbursement
therefor, as the board of directors of that corporation may
approve.

+9)}—SECTION 15, CERTAIN _EXCLUSIONS,. {1} Nothing
contained in SECTION 18, subsection (8) includes within the
definition of discrimination any of the following practices:

{(a} readjustment of the rate of payment for sembership
ir a bealth service corporation under a group contract based
on the loss or eipense eiperience thereunder at the end of
the first or any subseguent contract year thereunder which
kay be made retroactive only for that contract year;

(b) in the case of sembership comtracts issuved on the
pre-authorized bank draft or similar plans, making allowance
to mesbers in an amount which fairly represents the saving

17— 58 387
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in collection expense;

{(c) reduction of the rate of payment for group
contracts covering a large number of members, but not
exceeding savings in administrative expenses reasonably
attributable to these contracts as compared with contracts
offering similar benefits to smaller numbers of members:;

(d} issuing individual membership contracts on a
"salary savings™ or payroll deduct? d"plan reasonably
commensurate with the savings made by use of such plans.

£38¥~(2) nething NOTHING in this chapter gives the
commissioner power to fix and determine a rate level by
classification or otherwise,.

Section 20. Notice of violation. If the commissioner
shall for any reason have cause to believe that violation of
this act has occurred or is threatened, the commissicner may
give written notice to the health service corporation and to
the representativea, or other persons who appear to be
involved in the suspected viclation, to arrange a conference
with the alleged violators or their authorized
representative for the purpose of attempting to ascertain
the facts relating to the suspected viclation, and in the
event it appears that a violation has occurred or is
threatened, to arrive at an adequate and effective means of
correcting or preventing thne violation.

Section 21. Cease and desist order. The commissioner
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acting in the name of the state mey issune an arder directing
a kealth service corporation or a representative of a bealth
sersice corporation te cease amd desist froa engaging in any
act or practice in violation of the previsions of this act.

Bithin fifteen (15) days after service of the order of
cease and desist, the respondent may reguest a hearing on
the guestion of vhether acts eor practices iﬁ violation ot
this act have accurred. These hearings shall be conducted
undexr the foptaga Adminstrative Procedure Act.

Section 22. Injunctive relief. in the case of any
violation of the prowisions of this act, if the comsissionser
elects not to issne a cease and desist order, or in the
event of nopcospliance with a cease and desist eorder issued
ander this ac*. the commissioner say institute a proceeding
to obtai: injuactive relief, receivership, or other
appropriate relief, in the district court of the county in
which the violation occurs, or in which the principal place
of business of the health service corperatiom is located.
Any proceeding under this section shall confora fo the
Tequiresents of chapter 42 or 88 of Title 93, except that
the cosaissiomer shall not be required to allege facts
tending to show the lack of an adeguate remedy at law or
tending to show irreparable dasage or leoss.

Section 23. Grace peried. Apy corporation organized
prior to the etfective date of this act, under chapter 23 of
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Title 15, for the purpose of administering and opersting a
nonprofit health service plan, as described in this act, has
a period of one (1) year after the effective date of this
act to comply with all the provisions hereof.

SECTION 24, SECTION 15-2304, R.C.M. J947, IS AMENDED

TO _READ AS FOLLOWS:

*15-2304. Purposes. Corporations may be organized
undexr this act for any lawful purpose or purposes. i
heatth-—serviece~—corporations--formed-under—chie-act~For—ehe
parposcs-of~defraying-er-assuming-the-gont——-of~-professiensd
eezv&ee.—-ef--iieentiaten~-in-;the-—£ieii—-oi—heaieh1-s¢-the
servs of--hoapitaiay-—ciintens- —or--~senaberiay——or-——poth

i

profeasieonal~—and-~hospitai-—sorvicesy-~or--agting-as-agenty
factor-or-representative-ofy-or--contracting-~on~-~beiintf--of
organtzats of~=guneh~~iieentiatesy——or-~groupy-groupss-or

erganizatiens~of-hospitalsy-or-both-iicencinte-ond-~heapitanl
organizationsy-in-the-matiter-of-prepaid-service~pians-in-the
fietd-~of-heatthr-may-not-engagey-direotiy ~er-gndireceiyy-¢n
the-perfermance-of-the-corparate—purposes—ar-phijects-aniesss

tir~at-ienst-one~fourch~{i/4j-of-ali-dicentiates-of~the
particuiar-professieny-ory-in-the-case-of~~hospitai--servies
ecorpeorationsy~~akt-icant-one~fourth-<i74}~of~-ehe-whoie-numpesr
of-hespitais-in-the-state—become-memberss

43} -membership-in-the-corporation—and-an-opportuntey-teo
rentler-——professionat--services--—upen—--a~--uniform--basts-~-t3

-20- s3 387
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SENATE BILL NO. 387

INTRODUCED BY NORMAM, KOLSTAD, TOWE

A BILL FOR AN ACT ENTITLED: "AN ACT TO PROVIDE FOR THE
REGULATION OF NONPROFIT HEALTH SERVICE CORPORATIONS; AND
AMENDING SECTION 15-2304, R.C.M. I947."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
section 1. Definitions, As uged in this act:

(1) “"Health service corporation® means a nonprofit
corporation oxganized or oéerntihq, for the purposes of
establishing and operating a nonprofit plan or plans under
which prepaid hospital care, medical~surgical care and other
health care and services, or reimbursement therefor, may be
furnished to a member or beneficiary;

(2) ™Health services"” means the health care and
services provided by hospitals, or other health care
institutions, organizations, associations or groups, and by
doctors of medicine, ostecpathy, dentistry, chiropractic,
optometry and podiatry, nursing services, medical
appliances, equipment and supplies, drugs, medicines,
ambulance services, and other therapeutic services and
supplies;

{3) “Membership contract” means any agreement,

contract or certificate by which a health service
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corporation describes the health services or benefits
provided to its members or beneficiaries;

{4) “"Commissioner" means the commissiocner of insurance
of the state of Montana.

Section 2. Onty-this-act-—appiies--to—heatth--service

corporatiensy APPLICATION OF THIS ACT -~ CONSTRUCTION OF

OTHER RELATED LAWS. (1) All health service corporations

heretofore or hereafter organized are subject to the
provisions of this act. Fhese-cesperations-are-pot-—~subdeect
Lo-——mny--other-—iaw-—of--this-state-reiating-to— insurance—er
insurance-compantesy

€2) A law of this state other than the provisions of
this act applicable to health service corporations shall be
construed in accordance with the fundamental nature of a
health service corporation, and in the event of a conflict
between that law and the provisions of this act, the latter
shall prevail.

Section 3. Purposes of health service corporation. A
health service corporation may be organized for the purposes
of:

(1) establishing and operating a voluntary, nonprofit
plan or plans under which health services, or reimbursement
therefor, are furnished to persons who become members or
beneficiaries; or

(2) acting as agent or intermediary for ofher health
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service corporations, for governmental body or agency, or
for other corporations, associations, partnerships or
individuals in the field of health care and services; and

{3) research, education or related activity to further
objects within the purview of this act.

Section 4. No profit organization may be a health
service corporation. HNo group, association, or organizaticn
created for or engaged in business or activity for profit,
provision for the incorporation of which is made by any of
the corporation laws of this state, may be organized or
operated, directly or indirectly, as a health service
corporation under this act.

Section 5. Reserve-—$undy FINANCIAL SECURITY. (1) The

corporation shall maintain at all times, unobligated funds
adequate to:

(a) provide the hospital, medical-surgical and other
health services made available to its members and
beneficiaries, and

{b} meet all costs and expenses.

(2) 1In addition, reserves of a health service
corporation in cash, certificates of deposit, obligations
issued or guaranteed by the govermment of the United States
or other assets approved by the ecemmissien COMMISSIONER
shall be maintained in an amount not less than:

{a) five hundred thousand dollars {$500,000); or
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(b) an amount egual to one {1) month's average income
from dues or fees paid to the corporation by its members or
beneficiaries, based on an average of the preceding twelve
{12) months; whichever is less.

If the reserves are not equal to the average in (2)(b),
they must have been increased during the preceding twelve
{12) months by an amount eqgual to one percent (l%) of the
gross dues or fee income during that period. The
determination of minimum reserves is subject, as to amounts
payable to participating providers of the healtn services,
to any right of the corporation to prorate the amounts under
the terms of its health service contracts with providers.
The commissioner may decrease or suspend the requirements of
this section if he finds that the action is in the best
interest of the members of the corporation.

Section 6. Fomms =-- filing. (1) A copy of all forms
of the membership contract or any type of endorsement or
rider shall be filed with the commissioner within thirty
{30} days after that form is first used. Wnen a form does
not comply with the requirements of this act, the
commissioner shall notify the corporation in writing of that
failure and include the reasons for his opinion. Unless the
corporation requests a hearing within ten (10) days, notice
by the commissioner disallows use of this form by the
corporation. If the corporation challenges the
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commissioner's disallowance of a form it shall request a
hearing on that issue. The commissioner shall schedule a
hearing as soon as practicable but not less than fifteen
(15) days from the date of the request., If the commissioner
finds, after the hearing, that the form is not in compliance
with this act he may disapprove the form and issue a final
oxder to that effect. Notice of disapproval, including the
grounds for disapproval, shall be presented to the
corporation not less than thirty (30} days after the
hearing. The final order is effective thirty (30} days
after the hearing.

{2) A corporation whose forms have been ordered
discontinued by the conmissioner, may appeal, within fifteen
(15) days after an order, to a district court of the state.
The court, upon filing of the proper petition, shall cause
the forms and orders of the commissioner to be brought
before it, and upon hearing of the case, the court shall
either affirm, or revergse and vacate the order of the
commissioner.

(3} The court may suspend or stay a final order of the
commissioner under this section, pending trial of the issues
or the appeal.

Section 7. Allowed contracts. A corporation subject
to the provisions of this act may enter into contracts for
the rendering of health services on behalf of its members or
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beneficiaries with:

(1) hospitals maintained by a govermmental body or
agency, or

(2) hospitals maintained by a nonprofit corporation
organized for hospital purposes, or

(3) with other corporations, organizations,
associations, partnerships, or individuals furnishing health
services.

A health service corporation may enter into agreements
or contracts with other organizations or corporations
licensed to do business in this state or in any other state
for:

(1} the transfer of members or beneficiaries,

(2) the reciprocal joint provisions of benefits to the
members eof OR beneficiaries of the corporation and of those
other organizations or corporations, or

(3) other joint undertakings the corporation's board
of directors approves.

Section 8. Enroliment representative, (1} A person
who, for compensation, solicits membership in a prepayment
health service plan offered by a corporation subject to the
provisions of this act, is an enrollment representative of
that corporation.

(2) The definitions of enrollment representative as

defined in this act do not include:
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(a) an individual employed and used by enrollment
representatives for the performance of  clerical,
stenographic and similar office duties;

(b) an individual employed and used for incidental
taking of an application for coverage from time to time in
the office of the employing enrollment representative;

{c) an individual who secures and forwards information
for the purpose of an existing group contractor for
enrolling individuals under an existing group contract.

Section 9. Enrollment representative ~-- filing with
commissioner -- license. (1) Each corporation subject to
the provisions of this chapter shall notify the commissioner
through its proper officer or agent of the name, title and
address of each person it desires appointed as an enrollment
representative. The notice shall be accompanied by a
written application, upon a form furnished by the
commissioner, from the appointee. If, upon receipt of this
written notice, when accompanied by the proper fee, it
appears that:

{a) the appointee is a competent and suitable person
who intends to hold himself out in good faith as the
corporation’s enrollment representative, and

(b) he qualifies under the provisions of this section,
the commissioner shall issue to that appointee a license
which states that the person named is a constituted
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enrollment representative of the corporation in this state.

{2) For appointees who have not acted as an enrollment
representative for a health service corporation for a period
of two (2) years prior to the effective date of this act, if
he considers it desirable, the commissioner may, require an
appointee to submit tco an examination to determine the
gualifications of the appointee to act as an enrollment
representative in this state. This examination shall
inquire into an applicant's knowledge of the provisions of
this chapter and of the forms submitted and utilized by the
employing corporation.

(3} Upon receipt by the commissioner of notification
from a health service corporation that the corporation
desires a particular individual to be appointed as its
enrollment representative, that person has a temporary
enrollment representative's license until the commissioner
notifies the corporation of action taken upon the
application. If the commissioner rejects the application,
the prospective appointee's eligibility to act as an
enrollment representative ceases on the day the corporation
is notified of rejection.

Section 10. Licenses ~=- refusal to issue -- suspension
-=- revocation. (1) If for cause shown, and after a hearing
or examination the commissioner determines a person is
unsuitable to act as an enrollment representative, he shall:
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{a) refuse to issue a license, or

{b} revoke a license previously issued, and

{¢) notify in writing both the appeintee and the
corporation of refusal.

{2) Unless revoked by the commissioner or unless the
corporation by written notification to the commissioner
cancels the authority of an enrollment representative to act
for it, a license issued or a renewal thereof expires on
January 1 after its issuance. A license may be renewed
annually upon payment of the annual license renewal fee as
prescribed in section 17 of this act.

(3} The commissioner may suspend, for not more than
twelve (12} months, or revoke or refuse to continue any
license issued under this act if he finds that as to the
licensee any one or more of the following causes exists:

{a) any cause for which issuance of the license could
have been refused had it then existed and been known to the
commissioner;

{b} obtaining or attempting to obtain a license
through misrepresentation or fraud;

{c) wviolation of ox noncompliance with applicable
provisions of this chapter, or willful violation of any
lawful rule, or order of the commissioner;

{d) misappropriation or conversion to his own use, oOr
illegal withholding, moneys or property belonging to the
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health service corporation, its members, beneficiaries, or
others and received in conduct of business under the
license;

{e) conviction of a felony involving moral turpitude;

(f) fraudulent or dishonest practices, in the conduct
of his affairs under the license, or

(g} incompetence, untrustworthiness, or injury and
loss to the public while acting under the license.

{4) The action taken under subsection {3) shall be the
result of a hearing granted the licensee with twenty (20)
days' notice. The notice and the reasons for the
commissioner's action shall be by certified mail to the
licensee and the corporation.

Section 11. Annual report. All corporations subject
to the provisions of this act shall make and file annually
with the commissioner, on or before March 1 of each year, a
report under oath setting forth:

{1} the name of the corporation;

(2} the address of its registered office in this state
and the name of its registered agent at that address;

(3} the names and addresses of its directors and
officers;

{4) a brief statement of the character of the affairs
which the corpeoration is actually conducting;

(5) the amount of all dues or fees collected from
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members in the last fiscal year, the amounts actually paid
during that year for health services for the members or
beneficiaries, and the amounts placed in reserves;

{6) a balance sheet and statement of income and
expenditures for the most recent fiscal year of the
corporation, prepared and verified by two officers of the
corporation and certified by a certified public accountant;

{7) a statement of any other facts or information
concerning the financial affairs of the health service
corporation which may be reasonably required by the
commissioner.

Section 12. Examination of a health service
corporation. (1) If the commissioner believes a health
service corporation is wunable or potentially unable to
fulfill its contractual ocbligations to its members, the
commissioner may conduct an examination of that corporation.

(2) Each health service corporation examined, its
officers, employees, and agents shall produce and make
available to the commissioner or his examiners the accounts,
records, documents, files, information, assets and matters
in his possession or control relating to the subject of the
examination.

{3) The commissioner or his examiner shall make a
verified report of the examination.

{4) The report shall comprise only facts appearing
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from the books, papers, recerds, or documents of the
corporation examined, or ascertained from the testimony,
under ocath, of individuals concerning its affairs, and
conclusions and recommendations as warranted by those facts.

(S) The commissioner shall furnish a copy of the
proposed report to the corporation examined not 1less than
twenty (20) days prior to its filing in his office. If the
corporation requests a hearing, in writing, within the
twenty (20) day period, the commissioner shall grant one
with respect to the report, and shall not file the report
until after the hearing and after modifications, if any, the
commissioner deems proper.

Section 13. Grievance procedure. Any individual
member of a corporation, subject to the provisons of this
act, who believes himself to be aggrieved by any act or
omission of the corporation or its officers, directors, or
employees, may file a statement in writing of his grievance
in the office of the commissioner, and the commissioner may
investigate the grievance. No investigation by the
commissioner shall act as a bar to any suit in a court of
competent jurisdiction instituted by an aggrieved member, or
as a bar to any defense by the involved corporation.

Section 14. Nonliability. A health service
corporation is not 1liable for injuries resulting from
neglect, misfeasance, malfeasance cor malpractice on the part
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of any person, organization, agency or corporatiocn,
rendering health sexvices to the health service
corporation’s members and beneficiaries.

Section 15, Premium tax exemption. A health service
corporation is exempt from all premium taxes.

Section 16. Montana Administrative Procedure Act
applicable. All final administrative actions or decisions
of the commissioner under this act are subject to judicial
review under and in accordance with the Montana
Administrative Procedure Act.

Section 17. Fees. Every health service corporaticn
subject to the provisions of this act shall pay the
following fees to tihe commissiocner of insurance for
enforcement of the provisicns of this chapter:

(1) Enrollment representative's license:

{a) application for original license including
examination and issuance of liCenS€.....csueessvonssascsssFl0

(b) annual renewWal,..ceeseessssesnssassccssnesasaand 5

(2} Filing any other statement or report...........$ 1

(3) For a certified copy of any document or other
paper filed in the office of the commissioner, per page $.50

(4) For the certificate and for affixing the seal
- I |
{5) Filing of a membership contract...seeceeecscs.o510
(6) Filing of a membership contract package........$25
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(7) PFiling annual report, a fee of twenty cents ($.20)
for each individual or family unit the corporation covered
at the close of the year to which the annual report is
applicable; except that the minimum fee payable upon filing
of an annual report is cone hundred dollars ($100).

The commissioner shall promptly deposit with the state
treasurer to the credit of the general fund all fees and
license fees received by him under this section.

Section 18. Misteading~-—stetements--prohibiteds TRADE

PRACTICES PROHIBITED. IN ORDER TO REGULATE TRADE PRACTICES

OF HEALTH SERVICE CORPORATIONS THE FOLLOWING PRACTICES ARE

PROHIBITED:

{1} No person may make, issue, circulate or cause to
be made, issuwed or circulated any estimate, circular, or
statement misrepresenting:

{a) the terms of any health service corporation
membership contract issued or to be issued; or

(b} the benefits or advantages promised thereby; or
make any misleading representation or any misrepresentation
as te the financial condition of any health service
corporation.

(2) No person may make, publish, disseminate,
circulate, or place before the public, or cause directly or
indirectly, to be made, published, disseminated, circulated,

or placed before the public, in a newspaper, magazine or
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other publication, or in the form of a notice, circular,
pamphlet, letter or poster, or over any radio or television
station, or in any other way, an advertisement,
announcement, or statement containing any assertion,
representation or statement with respect to the business of
a health service corporation which is untrue, deceptive or
misleading.

(3) Mo person may make or issue or cause to be made or
issued any written or oral statement misrepresenting or
making incomplete comparisons as to the terms, conditions,
or benefits contained in any health service corporation
membership contract for the purpose of inducing or
attempting or tending to induce a member to cancel or
convert any membership contract.

(4) No perscn may file with any public official, or
make, publish, disseminate, circulate or deliver to any
person, or place before the public, or cause directly or
indirectly, to be made, published, disseminated, circulated,
delivered to any person, or placed before the public, any
false statement of financial condition of a health service
corporation with intent to deceive.

(5) No person may make any false entry in any bcok,
report or statement of any health service corporation with
intent to deceive any agent or examiner lawfully appointed
to examine into its condition or into any of its affairs, or
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any public official to whom that health service corporation
is required by law to report, or who has authority by law to
examine into its condition, or into any of its affairs, or,
with like intent, willfully omit to make a true entry of any
material fact pertaining to the business of that health
service corporation in any book, report or statement of the
health service corporation.

[6) No person may make, publish, disseminate or
circulate, directly or indirectly, or aid, abet or encourage
the making, publishing, disseminating or circulating of any
oral or written statement or any pamphlet, circular, article
or literature which is false, or maliciously critical of or
derogatory to the financial condition of a health service
corporation, or of an organization proposing to become a
health service corporation, and which is calculated to
injure any person engaged or proposing to engage in the
business of operating a health service corporation.

(7) No person may enter into agreement to commit, or
by any concerted action commit, any act of boycott, coercion
or intimidation resulting in or tending to result in
unreasonable restraint of the operation of health service
corporations.

{(8) No person may knowingly make or permmit any
unreasonable discrimination between individuals in any
classification which may be established by a health service
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corporation and of essentially the same condition of health
in the amount of dues or rates charged £for any membership
contract or in the benefits payable thereunder, or in any of
the terms and conditions cf such contract or in any manner
whatever. Nothing herein contained shall, however, restrict
the right of a health service corporation within the
discretion of its board of directors to limit or define the
classes of persons who shall be eligible toc become members,
to limit and to define the benefits which it will furnish,
and define such benefits as it undertakes to furnish into
clasgses or kinds. A health service corporation may make
available to its members health services, or reimbursement
therefor, as the board of directors of that corporation may
approve.

49y SECTION 19. CERTAIN EXCLUSIONS. (1) Nothing

contained in SECTION 18, subsection (8) includes within the
definition of discrimination any of the following practices:

{a) readjustment of the rate of payment for membership
in a health service corporation under a group contract based
on the loss or expense experience thereunder at the end of
the first or any subsequent contract year thereunder which
may be made retroactive only for that contract year;

(b} in the case of membership contracts issued on the
pre—-authorized bank draft or similar plans, making allowance
to members in an amount which fairly represents the saving
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in collection expense;

{c} reduction of the rate of payment for group
contracts covering a large number of members, but not
exceeding savings in administrative expenses reasonably
attributable to these contracts as compared with contracts
offering similar benefits to smaller numbers of members;

(d) issuing individual membership contracts on a
*salary savings" or payroll deduction plan reasonably
commensurate with the savings made by use of such plant.

438> (2) motking NOTHING in this chapter gives the
commissioner power to fix and determine a rate level by
classification or otherwise.

Section 20. WNotice of violation. If the commissioner
shall for any reason have cause to believe that violation of
this act has occurred or is threatened, the commissioner may
give written notice to the health service corporation and to
the representatives, or other persons who appear to be
involved in the suspected violation, to arrange a conference
witk  the alleged violators or their authorized
representative for the purpose of attempting to ascertain
the facts relating to the suspected violation, and in the
event it appears that a violation has occurred or is
threatened, to arrive at an adequate and effective means of
correcting or preventing the violation.

Section 21. Cease and desist order. The commissioner
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acting in the name of the state may issue an order directing
a health service corporation or a representative of a health
service corporation to cease and desist from engaging in any
act or practice in violation of the provisions of this act.

Within fifteen (15} days after service of the order of
cease and desist, the respondent may request a hearing on
the question of whether acts or practices in violation of
this act have occurred. These hearings shall be conducted
under the Montana Adminstrative Procedure Act.

Section 22. Injunctive relief. In the case of any
violation of the provisions of this act, if the commissioner
elects not to issue a cease and desist order, or in the
event of noncompliance with a cease and desist order issued
under this act, the commissioner may institute a proceeding
to obtain injunctive relief, receivership, or other
appropriate relief, in the district court of the county in
which the wviolation occurs, or in which the principal place
of business of the health service corporation is located.
Any proceeding under this section shall conform to the
requirements of chapter 42 or 44 of Title 93, except that

the commissioner shall not be required to allege facts

tending to show the lack of an adequate remedy at law or
tending to show irreparable damage or loss.

Section 23, Grace period. Any corporation organized
prior to the effective date of this act, under chapter 23 of
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Title 15, for the purpose of administering and operating a
nonprofit health service plan, as described in this act, has
a period of one (1) year after the effective date of this
act to comply with all the provisions hereof.

SECTION 24, SECTION 15-2304, R.C.M. 1947, IS AMENDED

TO READ AS FOLLOWS:

"15~2304. Purposes. Corporations may be organized
under this act for any lawful purpose or purposes. A%l
heatth-—service-—corporations--formed-under-this-act-for-che
purposes-of-defraying-or-assuming-the-cost~-oé-—prefessienal
services—of--ticentiates—in-——the—field—eof-healthy-or-the
services-—of--hespitatar-—elinies--or--sansteriay-—or-—--beoth
professional--and--hospital—servicesy-—or--acting-as-agenty
factor-or-representative-ofy-or--contracting--on--pehaltf--of
erganizations--of —-sueh--iicentiatensy;-—-or--groupy-groupsy—or
erganizations-of-hospitater-or-both-iicentinte-and-——~hospital
erganizationsy-in-the-matter-of-prepaid-service-plans-in—ehe
fietd-—of-heaithy-may-net-engager-directiy-or-indirectiyy-in
the-performance~of-the—-corporate-purposes-er-objects-uniesss

+3t-at-~teast-one-fourth-{i74r-of-nil-3icentiates-ei-the
particuiar-prefessiony-ery-in-the-case-ofé—hospitai--serviee
eorporationsy—at-ieast-one~fourth-{if¢j-of-the-whoie-number
of-hespitais-in-the-state-become-memberss

$2}-menbership-in-the-corperation-andi-an-oppertunity-¢e

i--services--upon--a--uniferm-—banig-——-is

&
r Proge

~20~ SB 387



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

3B 0387/03

avaiiabie-—to-—-aii-~iitcensed-—members-—-cf--the--particniar
prefession-where-professienai-iicentiates-are-tnveivedy;——and
menbership-~gn--the-carperation-and-an-spportunity-to—render
hespital-services-upon-a-uniferm-basta-ta-avaiiablie——to——ail
hospitain--approved —by-——or--iicensed-—by--the-department-of
heatth--and—environmentas:--setences-—~where-~hospitats---are
itnvoiveds
{3r-a-cereificace—has-been-issued-to~-the-corporation—hy
the-—-particuier—-professienai—board-~whose-iicentiates-have
become--memberay--ory-—in-—the--cate—~of-—hoaspitais—by—4ihe
jicensing-~agency-of-such-hespitala,-finding-compliance-with
the—foregoing-requiremeness
Adi-heateh--service--corporations——eorganized-—-hereunder
shali-~-be---subject-~-to---supervision~—by--the--particuniar
prefessienat-board-or-hospitai-board-eor-ageney—under—--which
members-—or-—hospitnts-—are-—licensed--and-they-shalti-ne-ald
times-be-subject-to-examination-py-the-atéorney--generai-—-on
behnif--of--the-stater-to-ascerenin—-the-condition-of-affaivs
of-eny-sueh-corporationy-and-te-what-extents-if-at-aii;—-any
such-corporation—may-£ait-to-compiy-with-trusta-which-it-hns
assumed-eor-may-depert—£rom-the-generai-purposes-for-whiech-i¢
te-—formedy-and-in-case-of-any-such-£fatiunre-or-departure-the
atterney-generai~shaii-institueer—in-the-name-ef-the--stateqy

-l

ehe-—pr dings y-—-te~~correct--the-samner~-ait-sueh

medicatr-hospital-or-heatth-service-corporations--hevetofore
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organized--and-existing-under-the-nonprofit-corperation—taws

ef-Hontann-shnli-pe-subiject-te—the-provisions —heresf-——Such

heaten~-servie corporats ~-are-—herehby——prohiptted—— from
praeticéng-any-of-the-heeiing—arts—and—aiso--frem-epefating
or-cenduecting-hospitalrs-or-hospital-servicesz"

-End-
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