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INTRODUCED BY ~:Ll~7~ 
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 HONTANA: 

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 

service< 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 services and 

supplies; 

(3) 

contract 

"Membership contract• means any agreement, 

health service or certificate 

corporation describes the 

by which a 

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 law 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 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 fa~ other health 

service corporations, for governmental body or agency, 

partnerships for other corporations, associations, 
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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 organization 

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 made available to its members and 

beneficiaries, and 

(b) meet all costs and expenses. 

{2) In 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 

-3-

1 

.2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1148 

{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 equal to one percent (1%) 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 health 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. 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 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 

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 

-4-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1148 

(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 caus~ 

the forms and orders of the commissioner to be broug-ht 

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, or 
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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 

licensee to do business in this state or in any other state 

for: 

(l) 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 B. Enrollment 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: 

(a) an individual 

represe~tatives for 

employed and used by 

the performance of 

enrollment 

clerical, 

ste~ographic and similar office duties; 
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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 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 sui table 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 corr@issioner shall issue to that appointee a 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, require 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 

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 applicati~n, 

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 ~earing 

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 
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corporation of refusal. 

(2) Unless revoked by the commissioner or m1less 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; 

(bl 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; 

-9-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1148 

(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 corporation is actually conducting; 

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

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; 
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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 

service corporation is 

fulfill its contractual 

commissioner believes a health 

unable or potentially unable to 

obligations to its members, the 

commissioner may conduct an examination of ~at 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 

from the books, papers, records, 

only facts appearing 

or documents of the 

corporation examined, or ascertained from the 

under oath, of individuals concerning its 
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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 corporation examined not less 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 .'lay 

investigate the grievance. ~o 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 liable for injuries resulting from 

neglect, misfeasance, malfeasance or malpractice on the part 

of any 

rendering 

person, organization, 

health services 

agency 

to the 

corporation's members and beneficiaries. 
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Section 15. Prerr.ium 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 !-lantana 

Administrative Procedure Act. 

Section 17. Fees. Every health service corporation 

su,Jject to the provisions of this act shall pay the 

following fees to the cor.;nissioner of insurance for 

enforcel'!~:1t of the provisions of this chapter: 

(1) Enrollment representative's license: 

(a) application for original license including 

examination and issuance of license •••••.•...•.•..••••••. $10 

(::.) annual renm>~al ................................. ;; 5 

(2) Filing any other statement or report •••...••... $ l 

(3) For a certified co:"'! of any document or other 

caper filed in the office of the commissioner, per page $.50 

(4) For the certificate and for affixing the seal 

t 1:ereto .•.•.•••.•.•.••.••••.••••••.••••••••••.••.•..••••. $ 1 

(5) Filing of a membership contract ....••.•..•.••.• $10 

(6) Filing of a membership contract package •••••••• $25 

(7) Filing 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 
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applicable; except that the minimum 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 

l"icense fees received by hiir. 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 

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 to the financial condition of any health 

corporation. 

service 

(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 

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 

-14- S8387 
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mis!~adipg. 

( 3) No 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 person 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 book, 

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 

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 

rr.aterial 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, 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. 

(9) 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 members~ip 

contract or in ~,e benefits payable tl1ereunder, or in any of 

the terms and conditions of such contract or in any manner 

whatever. Nothing herein contained shall, however, restrict 

the right of a health service corporation within the 

-16-
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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 a.Ttd to define the benefits which it ~7ill furnish, 

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 reirilbursement 

therefor, as the board of directors of that corporation way 

approve. 

(9) Nothing 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 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 ~ade 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 

in collection expense; 

(c) reduction of the rate of payment for group 

contracts covering a large number of members, but not 

exceeding savings 

attributable to 

in administrative expenses reasonably 

these contracts as compared with contracts 

offering similar benefits to smaller numbers of merr~ers; 
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contracts on a 

plan reasonably 

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 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 

with 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 20. Cease and desist order, The commissioner 

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 

-18- S83~7 
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1 the question of whether acts or practices in violation of 

2 this act have occurred, These hearings shall be conducted 

3 undet the Montana Adrninstrative Procedure Act. 

4 Section 21. Injunctive relief. In the case of any 

5 violation of the provisions of this act, if the coomissicner 

6 elects not to issue a cease and desist order, or in the 

7 event of noncompliance with a cease and desist order issued 

a under this act, the corrmrl.ssioner may institute a proceeding 

9 to obtain injunctive relief, receivership, or other 

10 appropriate relief, in the district oourt of the oounty in 

11 which the violation occurs, or in which the principal place 

12 of business of the health service corporation is located. 

13 Any proceeding under this section shall conform to the 

14 requirements of chapter 42 or 44 of Title 93, except that 

15 the commissioner shall not be required to allege facts 

16 tending to show the lack of an adequate remedy at law or 

17 tending to show irreparable damage or loss. 

18 Section 22. Grace period, Any corporation organized 

19 prior to the effective date of this act, under chapter 23 of 

20 'l'i tle 15, for the purpose of administering and operating a 

21 nonprofit health service plan, as described in this act, has 

22 a period of one (1) year after the effective date of this 

23 act to comply with all the provisions hereof. 

-End-
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STATE Of MONTANA 
'REQUEST NO. 18'-'-7-"-·7-=-5 __ 

FISCAL NOTE 

Form 8/J-15 

In compliance with a written request received February 10 , 19 ~, there is hereby submitted a Fiscal Note 

for __ --·Senate Bill 387 _ pursuant to Chapter 53, Laws of Montana, 1965 ·Thirty-Ninth Legislative Assembly. 

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

of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

Senate Bill 387 provides for the regulation of nonprofit health service corporations by the commissioner of insurance of the 

state of Montana. 

ASSUMPTIONS: 
I 

1. The proposed legislation will require regulation of 90,000health 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: 

Increase in revenue for General Fund from 
health service corporation fees. 

Increase in expenditures by category 
Personal Services 
Operating Expenses 
Capital Outlay 

Total Increase in expenditures 

Net Effect (Expenditure- Revenue) 

CONCLUSIONS: 

FY76 

$ 18,750 

19,853 
150 

1,400 

21,403 

$ 2,653 

FY77 

$ 19,300 

21,838 
150 

0 

21,988 

$ 2,688 

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

rogram Planning 

-........ ---
Date: --=-J--J~-+---~....:::.r __ _ 
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Approved by Committee 
on Public Health,Welfare 
& Safety 

SENATE BILL NO. 387 

INTRODUCED BY NOR}lAN, KOLSTAD, TO\'i'E 

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

REGULATION OF NONPROFIT i:IEALTH SERVICE CORPORATIONS 1 lU'lD 

J;J•!ENDING SECTION 15-2 304, R.C .t-'!, 194 7." 

!>E 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 

servi·;es provided by hospitals, or other health care 

institutions, organizations, associations or groups, and by 

doctors of medicine, osteopathy, dentistry, chiropractic, 

optoiaetry and podiatry, nursing services, medical 

appliances, equipment and supplies, drugs, medicines, 

~"bulance 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 commissioner of insurance 

of the state of ftontana. 

Section 2. 9Bly tais aet applies te heal~ SP.EViee 

BBEPBEatieeso APPLICATION OF TBIS ACT COB S'l'RUCTION OF 

OTHER RELATED LAWS. (1) A~l health service corporations 

heretofore or hereafter organized are subject to the 

provisions of this act. ~heae ee£pBEatieBa a£e aet aa~jeet 

iusaEaaee seafaBies. 

(2) A law of this state other than the proYisions of 

this act applicable to health service corporations sha11 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 proYisions 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 Yolnntary. nonprofit 

plan or plans under vbicb health serrices. or reimbursement 

therefor, are furnished to persons who become members or 

beneficiaries; or 

(2) acting as agent or intermediary for other health 
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service corpora~io~s, for governaental body or agency, or 

for o~ber corporations, associations, partnerships or 

individuals in the field of health care and services; and 

{3) researc~, edacation or related activity to fn~her 

objects within the purview of this act. 

Section ~- Ho profit organization aay be a health 

service corporatioc. Wo group, association, or organization 

created for or engaged in business or activity for profit, 

provision for the incorporation ot which is aade by any of 

the corporation laws of this state, aay be organized or 

operated, directly or indirectly, as a health service 

corporation under this act. 

Section 5. Reserve f'eail. PIIAICIAL SECURITY. (1) The 

corporation shall aaintain at all tiaes, unobligated funds 

adequate to: 

{a) provide the hospital, aedical-surgical and other 

health services aade available to its aeabers and 

beneficiaries, and 

~) aeet all costs and expenses. 

{2) In a1idition, reserves of a health service 

corporation in cash, certificates of deposit, obligations 

issued or guaranteed by the gavernaent of the United States 

or other assets approved by the ae•aieeiia• COIIlflSS:IO!rER 

sba.l.l be aaintai.ned in iUl aao11nt not less than: 

(a) five h1t11dred thousand dollars ($500,000); or 
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t•) an aaount equal to one (1) aonth•s average inco•~ 

froa dues or fees paid to the corporatioa by its ae~bers or 

beneficiaries, based on an average of the precedin~ tvelve 

(12) aontbs; wbichever is less • 

If the reserves are not equal to the average in (~)(b), 

they aust have been increased during the precediag twelve 

(12) aonths by an a•onnt equal to one percent (11) of the 

gross does or fee incoae during that period. The 

deteraination of ainiaua reserves is subject, as to aaoonts 

payable to participating providers of the health services, 

to any right of the corporation to prorate the aaounts under 

the teras of its health service contracts vith providers. 

The coaaissioner aay decrease or suspend the requirements of 

this section if he finds that the action is in the best 

interest of tbe aeabers of the corporation. 

Section 6. Poras filing. (11 A copy of all toras 

of the aeabership contract or any type of endorseaent or 

rider shall be filed vith the coaaissioner within thirty 

(30) days after that fora is first used. When a fora does 

not coaply vi~h the reqnireaents of this act, the 

eoaaissioner shal1 notify the corporation in writing of that 

fai.lare and include the reasons for his opinion. Unless the 

corporation reqaests a hearing within ten (10) days, notice 

by tM coaaissioner disallows use of this fora by the 

corporation. If the corporation cha.llenges the 
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com~issioner•s d~sallovance ot a form it shall request a 

hearing on that issue. The coaa~ssioner shall schedule a 

bearing as soon as practicable but not less than fifteen 

(15) days froa the date of the request. lf the coaaissioner 

finds, after the hearing, that the fora is not in compliance 

vith this act he may disapprove the fora and issue a final 

order to that effect. Notice of disapproval, including the 

grounds tor disapproval, shall be presented to the 

corporation not less than thirty (30) days after the 

bearing. The final order is efiective thirty (30) days 

after the hearing. 

(2) A corporation wbose foras bave been ordered 

discontinued by the coaaissioner, aay 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 

tbe forms and orders of the comaissioner to be brought 

before it, and upon hearing of the case, the court shall 

either affira, or reverse and vacate the order of the 

com•issioner. 

(3) 'lhe court aay snspE<nd or stay a final order of the 

coaaissioner under this section, pending trial of the issues 

or tbe appeal. 

Section 7. Allowed contracts. A corporation subject 

to the provisions of this act may enter into contracts for 

the rendering ot healtb services on behalf of its 1e1bers or 
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beneficiaries vith: 

(1) hospitals aaintained by a governaenta1 body or 

agency, or 

(2) hospitals maintained by a nonprofit corporation 

organized for hospital purposes, or 

(3) vith other corporations, organizations, 

associations, partnerships, or individuals furnishing health 

services. 

A health service corporation •ay enter into agree•ents 

or contracts with other organizations or corporations 

licensed to do business in this state or in any other state 

for: 

(1) the transfer of aeabers or beneficiaries, 

{2) the reciprocal joint provisions of benefits to the 

aeabers 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 a. lnrollaent representative. (1) & ~erson 

vho, for coapensation. solicits ae1bersbip in a prepayaent 

health service plan offered by a corporation subject to the 

provisions of this act, is an enrollment representative of 

that corporation. 

(2) The detinitions of enrollment representative as 

defined in this act do not include: 
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(a.) an indi Yidual eaployed and used by earollaeat 

representatives for the perforaance of clerical, 

stenographic and siailar office duties; 

{b) an individual eaployed and used for incidental 

taking of aa application for co.erage froa tiae to tiae in 

the office of the eaploying enrollaent represeDtative~ 

{cJ an individual vbo secnres and forwards inforaation 

for the purpose of an existinq qroop contractor for 

enrolling individuals under an existiaq gronp coatract. 

SectiOR 9. Enrolbent repreaeat:ative - filing vith 

coaaissioner - liceDse. (1) Each corporation subject to 

the provisioas of this chapter shall notify the coaaissioaer 

through its proper officer or agent of the a.a-, title and 

address of each person it. desires appointed as an enrollaellt. 

representative. The notice shall be accoapanied by a 

vritten application, upon a fora furnished by the 

coaaissioaer, froa the appointee. If, upoe receipt of this 

vrittea notice, vhea accoapaaied by the proper fee, it 

appe&rs that: 

Cal tile appointee is a co.p.tent. and s.ai.t.a.ble person 

lfilo intead.a t.o held hiaael£ oat in good :faith u; tlle 

eorpo&,tioa•s etrOll-nt represent.atiYe, aad 

{it} he quaJ.i:f ies tu~.de-r the pr~isiom; ~ this seetioa , 

-u.. ~issiomur shall ~- to th&'t appoint- a liOH!Se 

which states tDat the person n .. ea is a constituted 
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earol!Aent represeatatiYe of the corporatioft in this state. 

(A) Por appointees who baYe not acted as an enroll•eat 

representatiYe for a health serwice corporation for a period 

of two (2) years prior to the effective date of this act, if 

be considers it desirable, the ooaaissioner aay, require an 

appointee to subait to an ezaaination to deteraine the 

qualifications of the appointee to act as an enrollBent 

representative in this state. ~his exaaiaation shall 

inquire into an applicant•s knowledge of the provisions of 

this chapter and ot the foras subaitted and utilized by tbe 

eaployiaq corporatiaa. 

(3) Upon receipt 

fro• a health service 

desires a particular 

by the ooaaissioner of notification 

corporation that the corporation 

in4iwidual to be appointed as its 

enrollaent representative, tbat person has a teaporary 

enrollaent represeutative•s 

not.ifies the corporation of 

license until tae coaaissioner 

action taken upon the 

applicatioa. If the coaaissioaer rejects the application, 

the P£ospecti're appoint-•s eligibility to act as aa 

enroll~ repre~entative ceases on the day the corporation 

k notifial of rejeeUoa. 

Sectioa 10. Lieenses - refusal to issue - suspension 

~ion. (1) If f~ ClltlSe shovn. al!ld' after a h~&tinq 

oc esa•:Uration til-e c-.is'Sio~ter dneraines a person iS 

asuitable to act. as all enro:ll•ent representa:tiv·e, he Sllal1: 

~ SB' 387 
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(a) refuse to issue a license, or 

(b) revoke a license previously issued, and 

(c) notify in writing both the appointee and the 

corporation of refusal. 

(2) Unless revoxed by the coa•issioner or unless the 

corporation by written notification to the coamissioner 

cancels the authority of an enro11aent representative to act 

for it, a license issued or a renewal thereof expires on 

January 1 after its issuance. A license aay be renewed 

annually upon pay•ent of the annual license renewal fee as 

prescribed in section 17 of this act. 

(3) The co•aissioner aay suspend, for not aore than 

twelve (12) •onths, or revoke or refuse to contiaue any 

license issued under this act if he finds that as to the 

licensee any one or •ore 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 •isrepresentation or traod; 

(C) violation of or nonco•pliance with applicable 

provisions of this chapter, or ~illful violation of any 

lawful rule, or order of the co•aissioner; 

(d) •ieappropriation or conversion to his own use, or 

illegal withholding • 11oneys or l'ropPrty belonging to the 
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health service corporation, its aeabers, beneficiaries, or 

others and received in conduct of business under the 

license; 

(e) conviction of a felony involving •oral turpitude; 

Cf) fraudulent or dishonest practices, in the conduct 

of his attairs under the license, or 

{g) inco•petence, 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. ~he notice and the reasons for the 

co•aissioner•s action shall be by certified aail to the 

licensee and the corporation. 

section 11. Annual report. All corporations subject 

to the provisions of this act shall •ake and file annually 

with the comaissioner, on or before "arch 1 of each year, a 

report under oath setting forth: 

{1) the naae of the corporation; 

(2) the address of its registered office in this state 

and the na•e of its registered agent at that address; 

(3) the na•es and addresses ot its directors and 

officers; 

[4) a brief stateaent of the character of the attairs 

which the corporation is actually conducting; 

(5) the aaount ot all dues or fees collected fro• 
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~ers in the .last ti.S'cal year, Ure aao•n~s actaally paid 

during thirt year for bea.ltb services f"~ the aeabe-rs or 

beneficiaries, and t·he a•ounts placed in re.eerves; 

(6) a balance sheet and stat-ent: of incoa·e and 

ezpe~~ditures for t-he aost recent fiscal year of the 

corporation, prepared· and verified by tvo otfi.cers of the 

corporation and certified by a certified public accountant; 

(7) a stateaettt of any other facts or iaforaation 

coac:erniltg t:lle fillancial at:taiJ:S of the h-l.U service 

corpora tioa trbicll •Ill' be r-SODilbly required by the 

coa•issio-r. 

Sectio~ 12. :&~U1i.Jiatio11 of a health set'Yice 

co.rpoxation. (1) If the co-issioner belieYetr a hea:lth 

serYice corporation is 111lilble or potentially anable to 

fulfill its contractual obligations to its -bet:s, the 

coaaissioner aay collduct an e:r:aainatiou of that corporatioa. 

(2) Bach health service corporatioJ! esaained• its 

officer!:, eaployees, aDd agents sball produce and aake 

available to Ute coaaissioner or lli.s e~n~ainers the· acconts, 

records, d0C11aellts, fll-. inmr.at·ioD:, asset:s aad atbn-s 

in· h.is possassioa· OF CODtrol reLating to the sabject of tile 

exu.in& tion. 

(3J The oo-issi-r or his' esa•iner· s1aacll aal:e a 

-.i£ied repM:t O'f tlte -•Lnat:ion. 

(~t Tile re<port silal.l co.prise 

-U-

011ly fact£ appeartng 
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fro• tile books, papers, records. or docoaetits of tht• 

corporation eYaained, or ascertainell froa' ttie testiaony, 

under oath, Of individuals concerning i:ts affa'lrs, and 

conc1usi01Js and recon-endations as ttiirra'nted by thbse fa'ets. 

(5) 7he co .. issioner sbal~ furni~h a copy of the 

proposed report to tbe corpor-ation eraained not less than 

twenty (20) days prior to its filing in his office. If tbe 

corporatii)ID reqt~ests a hearing • in writing, rlthin the 

twenty (20) day period. the coaaission'er shall grant olle 

with respect to the report • and shal.l not fil.e the report 

atil aftel' the· h'earing and after •odUicatious, if any • t!1e 

coallissioner 4-n proper. 

Section 13. Grievance procedure. lny indiddaal 

aeaber of a corporation. subject to the provisons of this 

act., who believes hi.Self to be aggrieved by any act or 

oaission of the corporation or its officers, directors, or 

eaployees, aay fi1e a stateaent in vritin·q of his grievance 

in the office of the coaaissioner, and the coasissioner aay 

i.Jn'estigate the grieTance. No investigation by the 

coaaistjiOIJR shal,l act as a bar to any suit in a· court ot 

~eat jurisdiction instituted by an ag§Tiev·ed aeiber, or 

as a·ba'r to any defense by the involved corporation. 

section 14. Nonliability. A health sertice 

~tion is not liable for injuries result.ing fro• 

neqle~, aisfeasanee, a:.alfeasance or aalpractiee on the· part 
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of anl' organization, agency or corpo~ation, 

rendering 

person, 

health sen ices to tile health service 

corporation's aeabers and beneficiaries. 

section 15. Preaiua tax exeaption. A health service 

corporation is exempt from all p~eaiua taxes. 

Section 16. aontana Administrative Procedure Act 

applicable. All final administrative actions or decisions 

of the coaaissioner under this act are subject to judicial 

review under and in accordance with the l!ontana 

Adainistrative Procedure Act. 

Section 17. Pees. ~Vei:J health service corporation 

subject to the provisions of this act shall pay the 

following fees to the coaaissioner of insurance tor 

enforcement of the provisions of this chapter: 

(1) Enrollaent representative's license: 

(a} application for original license including 

exasinat~on and issuance of license •••••••••••••••••••••• $10 

(bt annual renewal ••••••••••••••••••••••••••••••••• $ 5 

(2) Piling any other stateaent or report ••••••••••• $ 

(3) For a certified copy of any docuaent or other 

paper filed in the office of the coaaissioner, per page $.50 

(4) For the certificate and for affixing the seal 

thereto •••••••••••••••••••••••••••••••••••••••••••••••••• $ 1 

(5) Filing of a meabership contract •••••••••••••••• $10 

(6) Filing of a aembership contract package •••••••• $25, 
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(7) Pilinq annual report, a fee of t~enty cents ($.20) 

for each individual or faaily unit the corporation covered 

at the close of the year to which the annual report is 

applicable; eicept that the ~iniaua fee payable upon filing 

of an annual report is one hundred dollars ($100). 

The coaaissioner shall proaptly deposit with the state 

treasurer to the credit of the general fund all fees and 

license fees received by hia under this section. 

Section 18. Misleaaia~ s~~eaea~s pEehiei~e~. TRADE 

PRA£TlCES fBOHIBITEp. II OiDEB TO REGULATE TRADE PRACTICES 

OF H~ALTH SERYICE COBFORATIOBS THE POLLOiiJG PRACTICES ABE 

PROHIBITED; 

(1) vo person aay aake, issue, circulate or cause to 

be aade, issued or circulated any estiaate, circular, or 

stateaent aisrepresenting: 

(a) the teras of any health service 

aeabership contract issued or to be issued; or 

corpo~ation 

{b) the benefits or advantages proaised thereby; or 

aake any aisleading representation or any aisrepresentation 

as to the financial condition of any health service 

corporation. 

(2) No pe~son aay make, publish, disseainate, 

circulate, or place before the public, or cause di~ectly or 

indirectly, to be aade, published, disseainated, circulated, 

or placed befo~e the public, in a newspaper, aagazine or 
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other pv:blicu.toa, Qr ia the fQra of a not.i.ce, circular, 

paaphlet, letter or poster, or over any radio or teleJt.~a 

statioa, or in anr other way, an advectiseaeat, 

anaouace.eat, or stateaent coataiJiillq anr assertion, 

represotatatioa or sta~eat vitl:l respect t;o the business of 

a health service corporatioe vb.lcb is a11.true, deceptive or 

aisleadiag. 

(J) lo person aay aake or issae or C<lUSe to be .aile or 

issaed any written or oral ~ateaeat aisrepreseating or 

aakiJl9 illcottplete coaparisons as to the teras, coaaitioas, 

or b411lefits coauiaecl iJl aay health s•rvice ~poration 

•-bership CGIItract fo.: the pllrpose of illdacia.g or 

atteapting or tendiag to indace a aeaber to caacel or 

convert anr aeabership contract. 

(IJ) llo person aay file with any pablic official, 01: 

aake, publish, disseainate, circalate or deliver to a.DJ 

person, or place before the public, or cause directly or 

illdirectlJ, to be aade, published, disseaiDated, circulated, 

delivered to IUlJ persoll, or placed before the peblic, any 

bl&e stateaeDt of financial coraditiOII of a heal .. th seJ:Yice 

cerporatioa with iatell't .to deceive. 

{5) lo persoa uy aake any false -try i.a aar book • 

report or sta-teaent .of ilAJ health serrice co.rporation w.ith 

intee't to 4-i•e aar aq.eat or ex.ainer lavfvllr vpoillted 

to exa•ine in·t:o it.s coad.ition or into ilDJ of its ati•irs, «>r 
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any public official to whoa that health service corporation 

is required by lav Lo repqrt. or who bas authority by law to 

eraaine into its condition, or into any of its affairs, or, 

with like intent, •illfullJ oait to aake a true eatry of any 

•aterial fact pertaiDillg to the busiaess of t.hat heal:tll 

service corporatioa in any book, report or stateaent of the 

health serwice corporation. 

(6) 10 .person aar a~e, publish, djsseainate or 

circulate, directly or iadirect:ly, or aid, abet or encourage 

the .atiag, publishing. dl.sseainatiag or circulatiDg of any 

oral or writtea stateaent or anr paapblet, circular, article 

or literature which is false, or aaliciously critical of or 

derogatory to the financial conditioJI of a health service 

corporatioa, or of an organizatiOD proposing to becoae a 

health service corporation, aDd vhich is calculated to 

injure any person engaged or proposing to engage in the 

business of operatiag a health service corporatioa.. 

(7) Mo person aay enter into agreeaent to coaait, or 

by aa.y coacert.ed action caaait, any act of boycott. coercion 

or iatia:idation . resulting in or tend,tag to result in 

aa.reasoa.able restraint of the operation of health service 

corpoutions. 

(8) lo person aay knowiD.qly aake or perait aay 

unreasonable iliscriaination between individuals in any 

classification which aar be established by a hea~t~ service 
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corporation and of essentially the saae conoition of health 

in the aaount of dues or rates charged for any aeabership 

contract or in the benefits payable thereunder, or in any of 

the teras and conditions of such contract or in any aanner 

vbatever. Nothing herein contained shall, hovever, restrict 

the right of a health service corporation vithin the 

discretion of its board of directors to limit or define the 

classes ot persons vbo shall be eligible to becoae aeabers, 

to liait and to define the benefits vbich it wi11 furnish, 

and define such benefits as it undertakes to furnish into 

classes or ~inds. A health service corporation aay aake 

available to its aeabers health services, or reiaburseaent 

therefor, as the board of directors of that corporation aay 

approve. 

~~CTIOR 19. CE!TAlR EXCLUSIONS. C11 Nothing 

contained in SECTIOM 18. subsection {8) includes within the 

definit i<,n of discria ination any of the following practices: 

(a) readjustment of the rate of payaent for aeabersbip 

in a health service corporation under a gronp contract based 

on the lo~s or e~pense experience thereunder at the end of 

the first or any subsequent contract year thereunder which 

aay be .ade retroactive only tor that contract year; 

(b) in the case of aeabership contracts issued on the 

pre-authorized bank draft or siailar plans, aa&ing allowance 

to aeabers in an aaount which fairly represents the saving 
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in collection expensei 

(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 membersi 

{d) issuing individual membership contracts on a 

"salary savings" or payroll deduction plan reasonably 

comrnensurate with the savings made by use of such planr.:... 

i:&t-~ fte~h~n~ NOTHING in this chapter gives the 

commissioner power to fix and determine a rate level by 

classification or otherwise. 

Section ~· 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 commissioner may 

give \~itten 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 

with the allec;ed 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 na•e of the state aay issue an order directing 

a hea1th serviee corporation or a represectative of a hea1tb 

ser.ice corporation to cease and desist fra. engagiug in any 

act or practice in violation o± the provisions of this act. 

Within fifteen (1~) days after service of the order of 

cease and desist, the respondent aay request a heariug ou 

the qaestiou of whether acts or practices in violation of 

this act have occurred. These hearings shall be condnct~d 

under the ftontana ld•instrati~e Procedure let. 

Section ~- Injunctive relief. In the case of any 

violation of the provisions of this act, if the co•aissioner 

elects not to issue 11 cease and desist order, or ill the 

event ot noncoapliance with a cease aud desist order issued 

under this act, the co••issioner aay institute a proceeding 

to obtain iujnnctive 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 corporation is located. 

Any proceeding under this section shall confora to the 

require•ents of chapter 42 or 04 of ritle 93, e1cept that 

the coa•issioner shall aot be required to allege facts 

teading to show the lack of an adequate reaedy at law or 

teading to show irreparable daaage or loss. 

Section ~· Grace period. lnJ corporatiou orga11ized 

prior to the effecti•e 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 (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: 

•lS-2304. Purposes. Corporations may be organized 

under this act for any lawful purpose or purposes. A%% 

hea~h--ser¥iee--eerpera~~e--£erme8-~eer-~~s-ee~-£er-~he 

~rpeses-ef-8e£~yift~-er-ee~ft~-ehe-eee~--ef--pre£ess~ens% 

serYiees--ei--iieen~~es--ift--~he--fieie--e£-hee~h7-er-~e 

se~eee--e£--heepieeis7--eiifties--e~-sena~er~e7--e~--ee~h 

prefeesieftei--efte--heepi~ei--ser¥ieeeT--er--ee~in~-es-e~eft~7 

£eeeer-er-repreeeft~e~iYe-e£~er--eeft~reeeift~-eft--eehe%£--e£ 

e~eftisa~iene--&f--e~en--%ieeft~ie~esT--er--~re~pT-~re~e7-er 

e~efti~e~iefte-e£-hespi~eis7-er-beeh-iieen~ie~e-ane--heepi~ei 

er~efti~e~iefte7-ift-~he-me~~e~ei-prepeis-ee~iee-pieftS-ift-~fte 

£ieia--e£-heei~T-mey-ft~-en~e~eT-eiree~iy-er-ifteiree~iyT-ift 

~he-p~nee-e£-~he-eerpere~e-p~rpeeee-er-eb;ee~e-aniess~ 

tit-e~-ieas~-ene-ieareh-tif4t-e£-aii-i~een~~e~ee-e£-~e 

pe~iea%ar-prefeseienT-er7-ift-~he-eeee-&i--heepieei--serYiee 

eorpere~eaeT--e~-%ees~-ene-iea~-t%f4t-e£-~e-wfteie-ftamber 

&f-ft&spiea~-ift-~he-s~~e-eeeeme-memeereT 

tzt-memeership-in-~e-eerpere~ien-an&-eft-eppe~ani~y-ee 

reneer--~eeeiene%--ee~eee--apen--e--~ni~erm--easie---ie 
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1 availa~le £a all 1ieeasea aeahePS ef £he ~ar~ieala£ 

2 

3 eeaeersa~ ia £ae ee£~era~iea ~8 aa eppe££&Bity ~e £ease£ 

4 hespital seF9iees apea a aaife£a easis is availaele te all 

5 hespi~als app£9Ved ey 8£ lieeasea By the aepaPt•eat SY 

6 aeal~h aaa eavireaaea£al seie&ees vaere aespitals are 

7 iavelveat 

8 

9 

10 seeeae aeahe£s 1 er, ia tee ease ef hespi~als sy tee 

11 lieeasia~ a!e&ey e€ sash hespitals 1 fiaaia~ eea~liaaee vith 

12 the fere~eia~ Ee~eireaea~s. 

13 Al~ aealta sePViee eeppe£&tieas &E~aai•ed heEe&aaer 

14 ehall he sahjeet te sapePPisiea hy the paEtiealaE 

15 preteesieaal heaEa er hespi£al aea£8 er a~easy ease£ vhish 

16 aeese£s BE hespi£als aEe lieeasea aaa they shall at all 

17 tiaee he sasjeet te e•aaiaatiea ~ the atteEBey ~eaeEal ea 

18 hehalt sf *he state, te asse£taia the eeaditisa sf affaiEs 

19 sf aay sash ee£~9£atisa, aaa te vha~ eKt&at, if a~ all, aay 

20 

21 assaaei s~ aay aapar~ frs• ~he ~eaeral ~urpsses fa£ vhieh it 

22 is fer• eli, a as ia ease ef aay saell. failai'e sF l!.epa£t&Ee the 

23 attsERey ~eaeral shall iastitate, ia the aa•e sf the state, 

;,.~ t:11e p£eeeesiB§s aeeessaey te EJS££eet the saaer al.l sash 

:i~ 11" me 1&al, aespital er health se£Yise esrpeeatiess heEstefaFe 
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B£~aaieed aa8 eaistiB§ aa8e£ the aaapsefit esEperatiea lave 

sf Ksataae shal.l he eah3eet ts the previeieas heEesf. &aeh 

health se£viee esEpsEatisae are herehy pEehihitei f£&8 

praetieiB§ aay ef tee healia~ a£ts aai alse f£s• e~eratiaa 

eF eea&aetia§ aespitals er heepital se£vieee.w 

-End-
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SENATE BILL NO. 387 

INTRODUCED BY cWRM.fu"l, KOLSTAD, TONE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO PROVIDE FOP. TEll 

REGULATION OF NONPROFIT HEALTR SERVICE CORPORATIONS~ 

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

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

Section 1. Definitions. As used in this act: 

(1) •aealth 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, medical 

appliances, equipment and supplies, drugs, medicines, 

ambulance services, and other therapeutic services and 

supplies; 

(3) "Membership contract" means any agree:nent, 

contract or certificate by which a health service 
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corpord.tion describes the health services or benefits 

provided to its aeabers or beneficiaries; 

(~) "Coaaissioner• aeans the coaaissioner of insurance 

of the state of eontana. 

Section 2. Qaly •ais 4&~ applies ~e keal•a seE9iee 

eeEpaEa~ia&s. APPLICA'l'lOM OP '!'HIS ACT --COMSTRUCTIO~ OP 

OTBEB BELATEp LAWS. (1) All health servicf corporations 

heretofore or hereafter organized are subject to the 

provisions of this act. Taese s&Ef&Ea,iaas aee aa$ sae~eet 

~e aay e~ae£ law sf tai& st~e £elatia~ te iasaeaase a£ 

iasaPaB&e seapaeies. 

(2) A law of this state other than the provisions of 

this act applicable to health service corporations shal~ be 

construed in accordance with the fundaaental natura 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 aay be organiz~d for the purposes 

of: 

(1) establishing and operating a voluntary. nonprofit 

plan or plans under which bealth services, or reiaburseaent 

therefor, are furnished to persons who becoae aeabers or 

beneficiaries; or 

(2) acting as agent or 1nteraediary for other health 
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ierUce corpoi'lft:i::OftiS; ftn gdfl!hileiltal body or Sljeacy 0 of 

fer otli~r corpbtations; assoeiations, pattnetsfii.ps or 

indi•I.atlals in th~ field of health care atld set"vices; and 

(3J re!!leu·cbi edoeatiefl or related aeti'tity " furtfiet 

objeCts llitliin the plihiev o£ this act. 

Section '• No profit organi~atie~ aay be a health 

seriiee corporation. !lo g't'otlp, assoc:-iation, or org•aization 

cr-ted for ot t>liqaqed in besiness or acti'titJ for profit. 

p~isiciit for the i11cerperatioit Of •Jaiel~ is •ade 1Jf 111lJ of 

the cetperatien la~ of this state, aay be orqa.ized or 

operated, directly 01: iDilirect.l:r• as a healtfl senice 

corporati01l ul!der this aet. 

section 5. :WJ~r- .-..... unynt. §if£9 l!J.D- (1) '!'lie 

corporation shall aaintain at. all t.i•es, unobligated funds 
., 

adequate to: 

{at provide the fi1)Spi tal, medieal-£ut:gical and ot.b~u: 

hel:th services aa1le available to its aeldfers anol 

beWeficia~i~s. and 

{b) aeet. all costs and expense'S. 

(2) In addition, reser11'£>s of a healt.ll seni:ee 

corportt'tiOl'l in cash, certirieat:es of deposit., obUget:io'fls 

ii5\s1it!'d or g'tlarante~d by the goVe!'idl<e'lri: of th-e ttnHed State!' 

or dther assets approved t•y tlte 8181o"M!i5 ._ ~ 

sttall be aain tained in an a~nYunt not. less tha-n: 

(a) fiv-e hlfndred t.honsan<! dOi.lars ($!>OO,v00); or 
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(~J an a•oont eqaal to one 11) IIOiith- 1 s average incoa.,. 

f'ro• d1Jeil or fees paid to the corporation by its lln!labers M 

beilriieiaries, hast"d on an average of the precedinq tllelve 

{12) .Oaths; vbic~vez i~ less. 

If the reserves are not equal to the ave tea ye in (:.OJ (t•l , 

they aast aave been increased during tbe preceding t~Plv~ 

(12) aonths bJ an aaount equal to on-e ~-ercent (11) of th"' 

gross duee or fee iacoae durinq that period. 'lbe 

dMeftiaat.io& of •iniawa reserves is subject, as to atottnt.s 

pafable t:o part:icipat.iJI-9 provi~ers af the health serri.ces, 

to -*1 ri9bt of tbe corporati~ to prorate the aaounts nn~er 

th-E> teras of its bealt:b service contracts rith proYiders. 

The coa•issioner aay decrease or suspend the requiresent:s of 

this ~tioa if be finds that the action is in the best: 

interest of tbe aeabers of the corporation. 

section 6. Yons filia9. (1) A copy of all foras 

of the ~rship contract or any ty~e of endorse•ent or 

rider shall. 1:>~ filed vitb -the COIIsirsioner w-itt.in tbir·ty 

{lOt c1af'S after that far:a is first used. ilhen .. tori! doe-s 

nO't ~~ wi:~h tire :r.&.JUireaents of tltis act • the 

~issi~T sbal.l notify the corporation in writing of that 

fail._.. a-tti ili'Clilde tie reasons tor his OJ'inion. Dnless the 

c::cnrpent·tioa ret;ue&ts a h.earinq witllin ten (1G) days, netic., 

by the co•aissioo-er d~sallovs use of this tor111 by th<> 

cct'pt.n-t:ion. lf the corJOoration cJ; a llell<j es the 
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coaaissioner•s d~sallowance of d form it ~hall regu~st a 

bearing on that issue. The coa•issioner sball schedule a 

bearing as soon as practicable hut not less than fifteen 

(15) days from the date of the request. if the coaaissioner 

finds, after the hearing, that the fora is not in coapliance 

with this act be lllay disapprove the for11 and issue a iinal 

order to that effect. Rotice of disapproval, including the 

grounds for disapproval, shall be presented to the 

corporation not less than thirty (30) days after the 

bearing. The final order is efiective thirty (30) days 

after the bearing. 

(2) A corporation wbose foras have been ordered 

discontinued by the coaaissioner, aay 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 

co•aissioner. 

(3} ~he court may suspend or stay a final order of the 

coaaissioner under this section, pending trial of tbe issues 

or the appeal. 

Section 7. Allowed contracts. A corporation subject 

to the provisions ot this act •ay enter into contracts for 

the rendering o1 health services on behalf ot its members or 
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beneficiaries with: 

(1) hospitals maintained by a governmental 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 e~ £! 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, 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: 

-6- SB 337 
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..,, - :mti•~ eoq1.,..,. ...,. -.. ., -z~c 
.,.._.,...i_ :tor tiM ~-·ee llif clerie&:t~ 

at~pie ~ si&il6E: or:riee cJati.-; 

,., - .iluJj;y;.ifta:t _,uo.yoea -- -- ·- illiCiaet~h;1 
~iBCJ al a-s appl:ieat:~ to.r c-.~ froa ~to. ti- i>a 

'lM· Goti~ o:t t~ .--.l.o}'i1l9 -~ repz"--t.iMtiwe; 

(C• - i.DciiY>iiNal 1ftlo- _._. alld f~s itd:ornrt::iea 

for t:u p.rpose ~ -- e:a.istiaq 'JT'-P co~tU:a.ctor 

earolli:DIJ. i..Jtdivd.d&A:ls .adtn! an •Bst.iliiJJ ~~~ cearaet. 

feE' 

Seftioa 9'. JID.~-t: re}u:es..t•ti- fil.iDCJ with' 

coe•iar~ - lie-- (f.) EaO ~W. SllbJeet 1:0 

~ pro,y~s· ~ tllis. cJuapi:vr sbal.l. not'ify t!JKt. CU'Miissionec­

tld:oaqb i..tlB proper officer- or acj-i:' o~ t:lu!o -.-.. t:it::Le II!IPi' 

adl1re&9 of -~'I persoe it d-ires appoiirt.ed a& an earollaewot ., 
represent:at.ue- l'be notice. sha-1.1 be aCCOIIflftUit'd by a 

IR'itten ajlp l.i.ca-t.ioa, upoe a: toriA f u:~;ni.slu!JCI by tlw 

oo.ai.ssiQtler,. f:roa. the appointee. ll, upoJr rec:e:ipt of this 

wcitt.ea· nouce, ¥kn acco&paJti.ed by t.be proper fee, it 

appeacs tfutot<: 

(~· the appointee is a co•yetent aad s~abl·e perSOII' 

vito i.Jl.teods to hold biasel.f' out in goon faitil as t111» 

CDrpora:tion•a> enro~l~t repDesentative. and 

Clll} he c;ua.lif ies und~r the provisions o-f t1lis section, 

the coa.a.issioner &hall issoe to that. a.ppointee- a license 

vJr4.cb states that tbe person na~ed i£ a constitut~d 
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en~llaeae representative of the corporation in this state. 

cr;.)< Jl'&r appointees lt'llo have not acted as an enrollaent 

~~.........,i<t·e for a health service corporation for a· period 

of. ..,.. PJ :re-a:Fs pltiO'£ t~ tire effective date ot thi-s ac"t,. if 

Ire cOihf.:i41eH it chlsi-%a·l:.l'f"r the casaissioiler aay, require an· 

aH&:ft~ $o suhai-t to a>'D exallination to dete~ailie the 

~li-ficlffiOII's of t'be- appointee to a'ct 415 an· e~~'e1lt. 

:t6p:ie'S~:i.n in this !!trte. This eX..i~tiou shall· 

l&lplot._, i~fto· an applicalf!~"s knowlea·ge of the pro'i'isions of 

this ell~· a.nd of t'he fous su~itted and uti~ized by the 

.. Iii'~ ~oration. 

f3l Upon receipt by tne coa•issioner of noti~ication 

frO. ~ ~~th service corporation that the corporation 

d~-~ • particular individual to be appointed as its 

~l.ent repreSentative, that person has a teaporary 

eilro~n~ representative's license until tae co~aissioner 

JJOt'U.ies' i:he oorpolla:t:ion ot action: til ken Upotl tile 

app.~"ion.· If the coaaissioner ~:eject!' the aypli£ati()n, 

tblr p&li:Ji;peei.:iYe appointee •s eligibility to act c1s an 

ea.rOil.~'t~ r-epresentative ceases on the day the corporation 

is ~~ifi@d o~ rejection. 

Section 10. License& -- refnsal to issue -- susp~nsion 

revocation. (1) li for cansP shovn, an~ after a bearing 

or e~aaination the com~issione~ determines a person is 

unsuitable to act as an enrollment representative, be sball: 
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(a) refuse to i&sue d l~c~nse, or 

(b} revoke a lic~nse previously issued, and 

(c) noti!y in writiLq both the appointee and the 

corporation of refusal. 

12) Unless revoked by the comaissioner or unless the 

corporation by written notification to the coamissioner 

cancels the authority of an enro11aent representativ~ to act 

for it, a license issued or a renewal thereof expires on 

.January after its issuance. A license •ay be renewed 

annually upon payment of the annual license renewal fee as 

prescribed in section 17 of this act. 

{3) The coaaissioner •ay suspend, for not aore than 

twelve (12) •onths, or revoke or refuse to continue any 

license issued onder 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 

havP been refused had it then existed and been known to the 

com•issioner; 

(b) obtaining or attempting to obtain a 

through •isrepresentation or traud; 

license 

(c) violation of or nonco•pliance vitb applicable 

provisions of this chapter, or willful violation of any 

lawful rule, or order of the commis~ioner; 

(d) mi~appropriation or conversion to his ovn use, or 

illegal withholdin~, ~oneys or rroperty belonging to the 

-~- SE 3b7 
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health service =~·poration, its 11eabers, beneficiaries, or 

others and received in conduct of business under the 

license; 

(e) conviction of a felony involving •oral turpitude; 

{f) fraudulent or dishonest practices, in the conduct 

of his affairs under the ~icense, or 

(g) incoapetence, untrustworthiness, ~r inJury and 

loss to the public while acting under the license. 

(4) The action taken under subsection (3) shall be the 

result of a bearing granted the licensee vith twe~ty (20) 

days' notice. The notice 

coaaissioner•s action shall be 

licensee and the corporation. 

and the reasons for 

by certified aail t.o 

the 

the 

Section 11. Annual report. All corporations subject 

to the provisions of this act sha~l 11ake and file annually 

with the coaaissioner, on or before Barch 1 of each year, a 

report under oath setting forth: 

(1) the na•e of the corporation; 

(2) tbe address of its registered office in this state 

and the naae of its registered agent at that address; 

(3) the naaes and addresses ot its directors and 

officers; 

(4) a brief state11ent ot the character of the affairs 

wbicb the corporation is actually conducting; 

(5) the amount oi all dues or fees collected fro• 
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a 1llbe a.- ~;iscall 'fieiM:... u..e -M6 ...a:u.u~ ~11 

-a.ia~ It~ ~ ar !lealcta serri.loes f.vr <t._ Mlltber.s oc 

~. aDd tae -o-'ts -placed .in ~.; 

'fat .. hdaace ·.sAeet aDd n~Jrt -Qf i~ -.l 

~~ ~ -t:be aea: ·oecerrt :fiSCill '1-eflr Qt -tile 

CO!:poh'tion, p.re~ ..a ~~ern.ied ·bJ t.o attieeDS -Qf tiw 

eur;po~ and certi;fjM! bf a carti:f.i,ed public &eC011n-bM; 

("7') a ~at Cl£ aDy otaer 't.acts ~ iato~i:Ra 

c.aoe.nillq ·ti>e £btaucial. unius ot tee lleal.th -._ice 

Uiftporati.Ga .W.Ch ..., be .raaaollilb~y ~r:eil by ~ 

~~---
Sect~ '12. 1heeieetion Gf • ,._ltil sen ice 

~- ft) :If til-e c:oeaissro:aer l>elleH~S a .._.l:tJl 

-.rri.ce ooorp«-- rt.i.on i~ -.ble or potentia.lly __ ble to 

" ~lfill its CGJl.tt&CWa,l obli.gatiOD:S to its aeabe:rs. tJle 

-.i.ss~r -y c:odact an ellall:inat.ioa ot "tilat ~tiQil .• 

42) ~ heLlt:h -~ice ~atiWI -.iDed, its 

off.i:cers, eapl.oy eell, &Dd a·g~nts shall p..rodace ,and .aak'"" 

a-ilaiiJ.e to the CO~SS:i<G>n.er or olli.s exidiA"rF. the iiCCOUllts• 

records, ·d0C11-nts, fil.es, inioraati.,;,n, a~s -a·Dd •att.ers 

in !&:is poasessi.on u: coatr~ "~:ela-ting to the .sabject of tile 

-exaaina tion. 

{3) 'I'M c-aissioner or his -exa•iner sAa.ll aake a 

•erified report o:t the --.ination. 

(4) ~be report shall coaprise only facts ap~aring 
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~:cu tJI,e books, papers, records, or doeu•e.nts ot tee 

cn~J.QJI. .._aained, or jloscertained h:l)l the testiaony, 

IIJKl• .QIJ:tA., of individuals concerning its affairs, and 

~l--~ 41o:J14 .r8Cq!IJI&fU'Ia-ti9ns as warran-ted by tqose tae;ts. 

~ ~ QlNlifiUi)..~ t>.baU torai.Jib a ~)' <;>f .. he 

PI:~ ~-t: t9 ~ ~~ation e~aJI~~ JlOt 1~ ~p 

tvu.'t,f ~ days pdD£ to its filing ie his uff~. U t.l!-e 

ocu;PQ;J:,a-:ttQB requests il ~ing, in ni,t.~J1.61,o ~it~.Y. ~e 

·-t.waat.r OOJ oay peri(ld, the co•aissioner shall gra,llt. Qlle 

IJJtt:h ••peat to the r.epert • >U~d shall not fi1e the r~rt 

illl'tU •£t.t~e ct.be ,hearinq a:lhi itfte.r •odific•t;i9~, ti ~~-' ~e 

~ deeas prop4tr. 

·$eOUfNI 13. Grievanqe procedure. ley individu.al 

·~ of ~ CQrporation, subj~ to the proviSQn.S ot tus 

.aet, who llelie•tos ht.,&e_l·f to be ag.gri~ed by .4-!H .~&t or 

Qll.f;s.l;;iosl at the coq,.orati911 Dr iu officers, directoJ;s. or 

up~. aay fil~ a sut£~Aeat in writing f)f his gr:j.e>V .. JIC.,; 

in the oftiee of the coui:;;si.oner, and the CQ .. ission_.er .aay 

i.tl-tipte the g-rie-vance. Ho investigation b) the 

Q;>aa.i.esiDG-er sllall c.ct as a bar to any suit in a court of 

coapeteftt jurisdiction instituted by an aggrieved aeaber, or 

as a bar to any defense by the involved corporation. 

Section 14. Nonliability. A health service 

corporation is not liable tor injuries resulting iroa 

neglect, •isfeasance, ~alfeasance or aalpractice on the part 

-1L.- SL 31!7 
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of any person, o~ganization, aqency or corporation, 

rendering health services to the health service 

corporation's aeabers and beneticiaries. 

Section 15. Freaiua tax exeaption. A health service 

corporation is exeapt froa all preaiua taxes. 

Section lb. aontana Adainistrative Procedure Act 

applicable. All final adaiDistrative actions or decisions 

of the coaaissioner under this act are subject to judicial 

reYiev under and in accordance with the l'lontana 

ld•inistrative Procedure let. 

Section 17. Fees. Every health service corporation 

subject to the provisions of this act shall pay the 

following fees to the coaaissioner of insurance for 

enforceaent of the provisions of this chapter: 

(1) Enrollaent representative•s license: 

(a) application for ori.!jinal license includinq 

exaaination and issuance of license •••••••••••••••••••••• $10 

(b) annual renewal ••••••••••••••••••••••••••••••••• $ 5 

(2) Filing any other stateaent or report ••••••••••• $ 

{3) For a certified copy of any docuaent or other 

paper filed in the office of the coaaissioner, per page $.50 

(4) For the certificate and for affixinq the seal 

thereto •••••••••••••••••••••••••••••••••••••••••••••••••• ! 1 

15) Filing ot a aeabership contract •••••••••••••••• $10 

(6) Filing of a aeabership contract package •••••••• $25 
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(7) Piling annual report, a fee of twenty cents ($.20~ 

for each individual or faaily unit the corporation covered 

at the close of the year to which the annual report is 

applicable; except that the ainiana fee payable npon filing 

of an annual report is one hundred dollars ($100). 

The coaaissioner shall promptly deposit with the state 

treasurer to the credit of the qeneral fund ~all fees and 

license fees received by hia under this section. 

Section 18. BisleaiiB9 s~a~e•ea•s pEehisi~ea. TRADE' 

PRACTICES PROHIBITED. IR OlDER TO iBGULlTJ TRADE PRACTICES 

OP HEALJB S!B!ICE' COBPOBATIOKS THE PQLLOiiiG PRACtiCES ARE 

PROHIBITED; 

(1) Ro person aay aake, issue, circulate or cause to 

be •ade, issued or circulated any esti•ate, circular, or 

stateaent .aisrepresentinq: 

(a) the teras of any health service corporation 

aeabership contract issued or to be issued; or 

(b) the benefits or advantages proaised thereby; or 

aake any aisleading representation or any aisrepresentation 

as to the financial condition of any health serYice 

corporation. 

(2) Ro persou aay aake, publish, disseainate, 

circulate, or place before the public, or cause directly or 

indirectly, to be aade, published, disseainated, circuLated, 

or placed before the public, in a newspaper, aagazine or 
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.._ IUJ.ica!oa. or h ta• f.oca> of a :aot.ice, ciJ:catar • 

JMt~Uo~~t' 40 t.t.~ or pct~~tter.- oc o~ _,- radio. or te~u~ 

~t.AI. .. w: iD &Jl:f· otllec .. ,.., an .a-rti..-t. •. 

~. ~ lttil~ coataiaillq &DJ ~. 

~-.. ...... u.t-U. 0.:1:: atA-~1: witil respect. to tile of 

ill lia~"ttl wniee Clllq!Qr&ti.Ga tlbi.cil is ~lUra&. a~•e oa: 

II!UilaMi.JHJ. 

{,l) lkl peaua .,., -a Dr u- ~ caaae 1a be Mille or 

iell~ ouq;· Wit.'-& or azaJ. llt.Ad:_....1; ai:.luap1'8Sellti119 or 

-.kiaq ~te .... edaoaa as t:o the 'tera&p CDDili:thlaa, 

u »lllleCits ooa~ i.a uy- he&ltJ& serYi.c:e C~~~~:pC~r~ 

...-qMp croat-r..et f04 toll• ~ of illiacillrj or 

a.-teapt.:iltq oJ; t.-ell.diag to iD4.uc:. a ~ too ca-acel or 

GGJt-n ~ -~ ccm.u~. .,. 
(.tt.t Wo 1/M.I.'llllll& -1 fU .. lrith <lll:J pahlic o.fficia1. or 

-.lie. pDhli,sb, disseainat:-111.. c:iJ::clll.ate or d&l:iYet: to aay 

~. or pLu;e b&f~ th.a public,. or ca.use directiy or 

ilwliract.ly • to be ae.i&, pahl..isked. di.sserillated •· cin:ul.ated.. 

O.Uwareil to any persoa. or placed before t.hec· pllbl.i.c .. aay 

fal.se sta,t:-t oi: financial. coadition o.f a heal.t:A sen-ice 

ooq>oratio.o w-ith in.bent to dece:i9&. 

(5:) llo person _, aall-e ;my false e~rt:q in aay boor, 

:repo1:t or st.a tell&llt of any- beal th serTiice corporation w-itb 

inteat to deceiYe any agent or exaainer lawf~y appointed 

to ~aain~ into its cond~tion or into any or its affairs, or 
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.. , paDlic official ~o .._. tha~ health serYice dbtpor6~io~ 

is reqai~ei by l&w t4 .,_pert. or who has autboxity bf law to 

.-..~. into its conditiO&; or iDto any of its affairs, or. 

rit.JI llk i..._t. trill~•Uy Bit to aake a true etrtry of dJ 

.. ~ia,l fauc pe;&'Mi•iaiJ: to tlte bvsiues!l: ot ttiat healT!t 

-Yice ~~atiooD iD oy book. Aport or s•t&t:eaft M te-e 

Jlell1 t:h &eTY-ioe cerporat:iOII ~ 

f6t ItO person hf •e:Jte, pub1ish 0 difrltedft-t:~ or 

~~ • .ticrectly « itfttirectly. or aid. a-fiet or en~~~ 

t:h a!tl8cJ~ putlli.Siii~. ~iuati119 or circtrl:atin<J· ot iifty 

crra1- or wt:"itt'ft st:at~ 0# llny paaphlet, ci"rco-lar, a'l'ticle 

or li:tera~ wlrich is ~alee, or aalicious1y critieal o'f ot' 

der09<rt:cJry to the fi1llni'Ci•I condition of a be.ln sertice 

corpo~iDII'. ar of all orq!N"i'Zatiw proposinq to Hcoae a 

~Lt:h &en'i.c& corpGnl't"iO'If, anlf ll'bich i~ cal(!lfl.lftE!d t.O 

ill"fdr-e my ~ tfllg'age.t or prCJposing to eng~ ill the 

basiJtess of: operatf.Jrg- a llftl th ser•i-ce cor-po~'tiO'II. 

{7) Ito person •IIY e11t:er into agre.-ent: to cowit, or 

by auy con-certed action C'*it'it, any act of boycott, coercion 

or int:i•idatiou .resulting in or tending to result in 

unreasonable restraint of the operation of bealtb service 

corpora"tiollS. 

(8) lo person aay knowingly makP or perait any 

unreasonable discrimination between inai~iduals in any 

c~assification which aay be established by a health service 
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corporation and of essentially the saae condition of health 

in the aaount of dues or rates charged for any ae•bership 

contract or in the benefits payable thereunder, or in any of 

the teras and conditions of sncb contract or in any •anner 

vbatever. Nothing herein contained shall, however, restrict 

the rigbt ot a health service corporation within the 

discretion ot its board of directors to limit or define the 

classes ot persons vho shall be eligible to becoae aeabers, 

to liAit and to define the benefits which it vill furnish, 

and define such benefits as it undertakes to furnish into 

cLasses or ~inds. A health senice corporation •ay •ake 

available to its aeabers health services, or reiabnrseaent 

therefor, as the board of directors of that corporation aay 

approve. 

~~CTIOM 19: CERTAIN !XCLQSIOHS. (l) liothing 

contained in SECTION 18, subsection (8) includes within the 

definition of discri•ination any of the following practices: 

(a) readjust•ent of the rate of payaent for aeaber5hip 

in a health service corporation under a group contract based 

on the lo~s or expense experience thereunder at the end of 

the first or any subsequent contract year thereunder which 

aay be aade retroactive only tor that cuntract year; 

(b) in the case of aeabership contracts issued on the 

pre-autnori1ed bank draft or siailar plans, aa~ing allowance 

to •eabers in au a•onnt 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 deducti ., ""plan reasonably 

cmmnensurate with the savings made by use of such plan~~ 

f~&t-~ fte~~ift~ NOTHING in tnis 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 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 

with 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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1 

2 

3 

• 
~ 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

1& 

19 

20 

21 

22 

23 

24 

25 

~ o3£7/f>2 

acti.ag' ill the .aaae o:t the &±ate llaf iSB.ue a11 ar6er direc:ti~ 

a keal1:.h £e.nice co.rporation OJ: a rep!leselrt.ati•e Oif a luaalth 

~ice corpo.~atioa to cea.se ana desist fro. en!Jjtgin<J in 011y 

act or .pr&Ot.ice in ~iol.a.tion of tite provisioll.£ of t:his act. 

».it.hia .fifteen (15) days aftoe~ serTi.ce of t.he order ef 

cease and ~esist, t!H! respondent aay ret;t~M&t a hearing on 

tJae qg.estiQB O!f: whether acts ~ practices ;u 11iol.ation of 

Uia act hawe occurred. These hearings shall be conducte4 

Vllder the IIQJit&a& A4a~rat.iYe Pl:oceclare Act. 

Sec:Qon ~. I11jancti11e relief. In the case of any 

1'.\.Ql.atioe o.f tb.e pro.isiODs of t.JLi& act, if tile ooaai.ssioDer 

elact:s not t.o issue a cease and desist order, or in the 

event of noncoapliance with a cease aad desist order issaed 

allller this ac+. the co.aaissioD.er aay institute a pzoceediaq ., 
to obt.a.i.D iajuactive relief, receivership. or other 

appropriate reliet, in the district conrt of the county in 

which the violation occurs, or in which the principal place 

of business of the health service corporation is located. 

Any proceeding uuder this section shall confora to the 

requireaents of chapter 42 or 44 of Title 93, except that 

the coaaissioner sball not be required to alleq~ facts 

teudinq to show the lack of an adequate reaedy at law or 

tending to shov irreparable damage or loss. 

Section n. Grace period. Any corporation organized 

prior to the ettectiYe date ot this act, under chapteJ: 23 of 
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Title 15, for the purpo&e of' administerinq and operatifi<J 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 hereof. 

SECTION 24. SECTION 15-2304, R,.C.M. !9<17, IS AMBHDED 

TO READ AS FOLLONS: 

•ls-2304. Purposes. Corporations may be or<JG,lli:&ed 

under this act for any lawful purpose or purposes. Aii: 

~-eern.ee e-el!a.,.--~8~~~~ tl1te 

~-e•-•--~~-----*~-t:he-~~-~~---~ 

~e---M--itee~~~~-ift--~he--£ie~-ee-ftea!tte, er ~ 

tlet! eeee--e4--heep*'l!a.&ey--ei~ee--er--e~---~ 

p~fe-~-ead--fte&pi~ai--~eee7---a.ei.fttJ .. _e~ftq. 

faeter---~'iHlUYe-ef~-eeat:ra~---ooMileif--e£ 

~i~--ef'--eeen--i:~t:~y--M'-~.,-~.,-er 

~-izat:temt-ef-~~~~7-er-eet:it-i!i:eeft9aee-l!lft!i--ftee~~i 

~~~~ea•iene.,-iB-*fte-mat:eer-ef-prepe~-ee~ee-p~-~he 

fie2G--~-aeai~h.,-may-ae*-en~~7-dire~i:r~~reeely7-ift 

*he-perfermaftee-e£-~e-ee~era~e-pa~eeee er eb?eeee~~ 

tiT-e~-ieas~-eae-fe~-tif•t-ef-aii-iieeeei~e-e~he 

psreieai~r-~eien~-e~.,-ift-~he-eeee-ef--ftee~t:~-ser~ee 

eerpera~iefte.,--ae-ieae~-llftll-~e~r~-fif•t-e~-~e-wneie-aeMDer 

e~-hespit:ais-ift-~he-e~e~e-beeeme-memeereT 

t~t-memeereh~p-~ft-~he-eerpere~ieft-afta-an-~er*~~~r-~e 

reRaer prefeeeieftei--eer¥iees--~~eft--a--~~erm--baeie---is 
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SENATE BILL NO. 387 

INTRODUCED BY NORMAN, KOLSTAD, TOWE 

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

REGULATION OF NONPROFIT HEALTH SERVICE CORPORATIONSJ AND 

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

BE IT ENACTED BY THE LEGISLATURE OP THE S'l'ATE OF MON'l'ANA: 

section 1. Definitions. As used in this act: 

(1) •uealth service corporation• means 

corporation organized or operattDq for the 

establishing and operating a nonprofit plan or 

a nonprofit 

purposes of 

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) •uealth 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, medical 

appliances, equipment and supplies, drugs, medicines, 

ambulance services, and other thera?eutic services and 

supplies; 

( 3) 

contract 

·~tembership contract• means 

or certificate by which a 

any agreement, 

health service 
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corporation describes the health services or benefits 

provided to its members or beneficiaries; 

(4) •commissioner" means the commissioner of insurance 

of the state of Montana. 

section 2. eftiy~e-e.~--e.ppi-ies--~e-i!eft,l~tl.--~riee 

~erpere.~~e~ 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. 'Pfteee--rpere.~erte-tft"e-BM-~eee 

i:e-emy--~--uw-e-i--i:Me-ftfte-rei.Mi~-~e-i~ee-­

i1tl!l_e-_pelft'iesT 

(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 other 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. No group, association, or organization 

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. Reser...e~ FINANCIAL SECURITY. (1) The 

corporation shall maintain at all times, 

adequate to: 

unobligated funds 

(a) provide the 

health services made 

hospital, medical-surgical and other 

available to its members and 

beneficiaries, and 

(b) meet all costs and expenses. 

(2) In 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 ~~~~~eft 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 equal to one (1) mont:1• s average income 

from dues or fees paid to the cor~oration oy 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 equal to one percent (1\) 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. Forms -- filing. (1) A copy of all forms 

of the membership contract 

rider shall be filed with the 

or any type of endorsement or 

commissioner within thirty 

( 30) days after that form is first used. .~nen 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 
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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 

order to that effect. Notice of disapproval, including the 

grounds for disapproval, shall be presented to the 

corporation not less than thirty (3 0) 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 camnissioner, 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 
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beneficiaries with: 

(1) hospitals maintained by a governmental body or 

agency, or 

(2) hospitals maintained by a nonprofit corporation 

organized for hospital purposes, or 

(Jl 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 ~ 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. Enrollment 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 

written application, 

notice 

upon 

shall be 

a form 

accompanied by a 

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, anu 

(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 to an examination to determine the 

qualifications 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 tbe 

employing corporation. 

(3) Upon receipt 

from a health service 

by the commissioner of notification 

desires a 

enrollment 

particular 

corporation 

individual to 

that 

be 

representative, that person 

the corporation 

appointed as its 

has a temporary 

enrollment representative's 

notifies the corporation of 

license until the commissioner 

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. 

revocation. 

or examination 

Licenses -- refusal to issue suspension 

(1) If for cause shown, and after a hearing 

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 

(c) notify in writing both the appointee 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 

licensee any one or more of the following causes exists: 

the 

(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) 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 
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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) incanpetence, 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 corporation 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 

ccmmissioner. 

Section 12. Examination of a health service 

corporation. ( 1) If the commissioner believes a health 

service corporation 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 
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corporation examined, or ascertained from the testimony, 

under oath, of individuals concerning its affairs, and 

conclusions and recommendations as warranted by those facts. 

(5) The commissioner shall furnish a copy of the 

proposed report to the corporation examined not less 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, tbe commissioner shall qrant one 

with respect to the report, and shall not file the report 

until after the hearinq 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. ao investigation by the 

of commissioner shall act as a bar to any suit in a court 

competent jurisdiction instituted by an aggrieved member, or 

as a bar to any defense by the involved corporation. 

Section 14. Nonliability. A health service 

from corporation is not liable for injuries resulting 

neglect, misfeasance, malfeasance or malpractice on the part 
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of any organization, agency or corporation, 

rendering 

person, 

health services 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 corporation 

subject to the provisions of this act shall pay the 

following fees to tae commissioner of insurance for 

enforcement of the provisions of this chapter: 

(1) Enrollment representative's license: 

(a) application for original license including 

examination and issuance of license ••••••..•.••••.••••••• $10 

(b) annual renewal ••••••••••••••••••.•••••••••••••• $ 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 

thereto ..•.•.••••••••.••..•.•••••••••••••••••.••••••••••• $ 1 

(5) Filing of a membership contract ••••.••.••.•.••• $10 

(6) Filing of a membership contract package •••••••• $25 
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(7) Filing annual report, a fee of twenty cents ($.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 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. M-ie%eae<ift~--s-t:et:e~~~ewes--preil'i:M1:eel~ _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, issued or circulated any estimate, circular, or 

statement misrepresenting: 

(a) the terms of any health service 

membership contract issued or to be issued~ or 

corporation 

(b) the benefits or advantages promised thereby~ or 

make any misleading representation or any misrepresentation 

as to 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) No 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 person may file with any public official, or 

make, publish, di ssem ina te, 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 book, 

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 a'.Jthority 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 permit any 

unreasonable discrimination between individuals 

classification which may be established by a health 
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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 of 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 to become members, 

to limit and to define the benefits which it will furnish, 

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 

thel'efor, as the board of directors of that corporation may 

approve. 

t9T SECTION 19. CERTAIN EXCLUSIONS. (l) 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 plail't.:_ 

~ (2) BO~Iri.t\<J NOTHING in this chapter gives the 

commissioner power to fix and determine a rate level by 

classification or otherwise. 

Section ~· 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 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 

with 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 ~~e 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 violation 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 g3, 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 descriLed in this act, has 

a period of one (l} year after the effective date of this 

act to comply with all the provisions hereof. 

SECTION 24. SECTION 15-23 04, R. C.M. 194 7, IS ANENJED 

TO READ AS FOLLOWS: 

"15-2304. Purposes. Corporations may be organized 

under this act for any lawful purpose or purposes. A~ 

heai~ft--~er¥iee--eerper~~efte--feraed-ander-~ftie-ee~-fer-~ 

p~~rpeees-ri-de&erift<J-&r-ae~~-~-~-ef--prtri~*-d 

eer¥iees ef--i~ea~~e~ee--ift--ehe--f~eia--ef-ftee%~7-er-efte 

-Hes--ef- he~aieT--eHM:es--er---~eru7--er--~ 

prefeee~i--ftd--ftetl~~i-eerrieeeT--er--e~~tt<J-811-S,.eR~T 

£e~er-er-represett~~i¥e-ef7-er--eett~rae~i~--ett--behei~--ef 

er~afti~~iette--ef--s~ft--i~eett~M~T--er--~r&tpT-<J~~er 

er~attiza~i~ef-~~eieT-&r-~ft-iiee~ia~e-eftd--h&s~~ei 

er~ettiza~~e~~-~fte-ma~~er-ef-prepeid-~¥iee-piatts-ift~ 

f~e%a--ef-fte&i~~-mey-tte~-ea~e~e7-diree~i,-er-ittdiree~iyT-ift 

~fte-perfermattee-e£-~ft8-eerpereee-parpeees-er-~e~s-~iese~ 

t%t-a~-ieee~-ette-fe~~ft-t±i•t-ef-a%i-iieett~ieees-e~-~"e 

per~ie~ar-~efeeeieftT-&r~itt-~fte-ease-ef--hee~~ei--eer•iee 

eerpera~iettsT--~-ieas~-ette-fear~ft-tii+r-e~-~fte-wheie-~~her 

ef-ft&spi~ais-itt-~fte-s~a~e-eeeeme-m~sT 

~~t-aemeereftip-itt-~fte-eerpere~ett-~-eft-&pper~~y-~e 

rettaer~efeeeieftai--eer~eee--~--a--~i~erm--eaeis---*s 

-2o- SB 387 
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