CHAPTER NO. _220

HOUSE BILL NO. 238
INTRODUCED BY LUND

BY REQUEST OF THE DEPARTMENT
OF SOCIAL AND REHABILITATION SERVICES

IN THE HOUSE

Januvary 18, 1979 Introduced and referred to
Committee on Judiciary.

January 29, 1979 Committee recommend bill
do pass as amended. Report
adopted.

January 30, 1979 Printed and placed on members'
desks.

January 31, 1979 On motion taken from second
reading and referred to
Committee on Judiciary.

February 1, 1979 Intent statement attached.

Committee recommend bill
do pass. Report adopted.

February 2, 1979 Printed and placed on members'
desks.

February 5, 1979 Second reading, do pass.

February 6, 1979 Considered correctly engrossed.

February 7, 1979 Third reading, passed.
Transmitted to second house.

IN THE SENATE

February 8, 1979 Introduced and referred to
Committee on Public Health,
Welfare, and Safety.

March 5, 1979 Committee recommend bill and

: Statement of Intent be

concurred in as amended.
Report adopted.



March 7, 1979 Second reading, concurred in.
March 10, 1979 Third reading, concurred
in as amended.
IN THE HOUSE

March 12, 1979 Returned from second house.
Concurred in as amended.

March 14, 1979 Second reading, amendments
adopted.
March 15, 1979 Third reading, amendments

adopted. Sent to enrolling.

Reported correctly enrolled.
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_H!:!Ad.ﬁ_ s no. o238
INTRODUCED BY _M

BY REQUEST OF THE DEPARTHMENT

OF SOCIAL AND REHABILITATION SERVICES

A BILL FOR AN ACT ENTITLED: ®AN ALY TO EMPOWER THE
DEPARTMENT OF SOCIAL AND REHABILITATION SERVICES TO IMPOSE
SANCTEIONS OGN AND RECOVER PAYMENTS FROM PROVIDERS WHO ENGAGE
IN FRAUDULENTy ABUSIVEy OR IMPROPER ACTIVITIES; AMENDING

SECTION 53-6-111ls MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le Section 53-6-11lle MCAs is amended to read:
"53~6-111« Department charged with general

administration of medical assistance =— adaption of rules ta
aunish___fraude 1) The department of social and

rehabilitation services is hereby authorized and empowered
to administer and supervise a vendor payment proqgram of
medical assistance under the powerse dutiese, and functions
provided in chapter 2 of this title, as amendedsy and as
contemplated by the provisions of Title XIX of the federat
Social Security Acte

12y Ihe department shall adopt rules _establishing a2
medical assistance services _and supplies who _engage in
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LC 0720701

{e) permanent terminatien —qf participatigon _ia the
sedical assistance programe

{4) The department s eotitled to recover from &
provider _all amounts paid as _a_ _resuli of frauduleote
abusives Qr jeproper activitiess together with interest at a
rate of ©X per aooum from the date of such payxents

12} ln all cases ip wbhich a puoalty or _sandtion _bas
heen . imposgeds a provider is entitled fo a bearing under the
arovisions of Title 2+ chapter % part la The deparisent may
atay the effect of .the penalty or sanclion pending the
hearings”

INTRODUCED BILL

gna- R
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HB 0238702

Approved by Committee
on Judiciary

HOUSE BILL NO. 238
INTRODUCED BY LUND
BY REQGUEST OF THE DEPARTMENT

OF SOCIAL AND REHABILITATION SERVICES

A BILL FOR AN ACT ENTITLED: ®AN ACT TO EMPOWER THE
OEPARTMENT OF SOCTAL AND REHABILITATION SERVICES TO IMPOSE
SANCTIONS ON AND RECOVER PAYMENTS FROM PROVIDERS WHO ENGAGE
IN FRAUDULENTy ABUSIVEs OR IMPROPER ACTIVITIES] AMENODING

SECTIDN 53-6-111s MCA."

BE IT EWNACYED BY THE LEGISLATURE OF THE STATE DOF MONTAMA:
Section ls Section 53-6-1llis MCAs is amended to read:
"53-6-111l. Department charged with general

administration of medical assistance -—_adoption of rules %o

punish___fraude. 111 The department of social and

renabilitation sarvices is hereby authorized and empowered
to administer and supervise a vendor payment program of
medical assistance under the powersy dutiesy and functions
provided in chapter 2 of this +titler as amendedr» and as
contemplated by the provisions of Title XIX of the federal

Social Security Act.
t2) _Ihe depactmant shal) adopi _rules _establishicg 2

system_of _penalties_and_saoctions applicable to praviders of

medisal _assistance _services _and. sugnliss who _engage in
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specifiad geriod of times and

ig) _permanent.  tarsinption of participation in the
e2dical assistance Qrograms

{3)__Ihe department. is__entitled to _recover from a
provider__all. _asounts _paid as__a result. _of fraudulents
abusives Qr_ imepropar activitiess together with interest at e
IHE rate of--6%--per--ennus SEY _BY 13-°30-142 FOR__TAX
REFLLIENCIES from the date of such paysenta

4533 _lp__all _cases_ _in which a penalty or _sanction has
been_imposeds a provider is entitled o a3 hearing undec the
aroyisicos_.of _Jitle Zs chapter %e pact X €= Ihg departsent
may_stay the sffect of the penaliy or saosction pending _the

-2- w8 238
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STATEMENT OF INTENT RE: HB 238

This proposed amendment is intended to be codified as
an integral part of MCAs Section 53-6~1ll. Possible
constitutional questions (see Section 4} may arise in regard
to this proposaie No adverse fiscal impact will be
experienced by the state due to the adoption of this

legistatione

The intent of House Bill 238 is to allow the Department
to define by rule what specific activities in relation to
the medical assistance program are fraudulenty abusive or
improper and subject to certain penalties.

Federal requiations require SRS to suspend or terminate
from the Medicaid Program any provider who has alsc been
terminated from the Medicare Program. [f the state fails or
is unable to do sos it faces the loss of federal financial
participation in Medicaid payments to providers who have
been suspended or terminated from the Medicare Programe That
federal participation amounts to 63 percent of the paysents.
If the Medicaid Program does not have the authority to
suspend or terminate those providerss then we must continue
paying them. Without federal fundss we would have to request
additional funds from the state®s general fund to pay those

providersa

Other states have met with difficulties concerning the
imposition of penalties or sanctions upon abusive providerse
In response+ sowme of them have passed legislation similar to
that proposed here todaye 5RS believes House Bill 238 is
necessary to prevent the wastefu) use of Medicaid fundse to
deter possible court challenges in the futures and to enable
the state to comply with federal regulations in order to
ensure essential federal funding for the proper operation of

the Medicaid Program.

-2~
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HB 0238703

Approved by Committee

on Judiciary
HOUSE BItLL NO. 238

INTRODUCED BY LUND
BY REQUEST OF THE DEPARTMENT

OF SOCIAL AND REHABILITATION SERVICES

A BILL FOR AN ACT ENTITLEO: ®AN ACT TO EMPOWER THE
DEPAKTMENT GOF SOCIAL AND REHABILITATION SERVICES TO IMPOSE
SANCTIDNS UN AND RECOVER PAYMENTS FROM PROVIDERS WHO ENGAGE
IN FRAUDULENTy ABUSIVE, OR TIMPROPER ACTIVITIES; AMENOING

SECTION 53-6-1114 MCA.™

BE IT ENACTED 8Y THE LEGISLATURE DF THE STATE OF MONTANA:
Section le Section 53-6-11ly MCAs is amended to read:
"53-6-111« Oepartment charged with genaral

administration of medical assistance —-_adoption of gules Lo

punish___fraude 113 The departeent of social and
rehabilitation services is hereby authorized and empowered
to administer and supervise a vendor payment program of
medical assistance under the powerss dutiess and functions
provided in chapter 2 of this title, as amendeds and as
contemplated by the provisions of Title XIX of the federal

Social Security Actes
(2}__Ibe depariment sha}l_adopt rules establishing .a

system of penalties_and sapctions applicable to providers of

medical _assistapce _services _and supplies who _engage.io
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fraudulents abusives or improper activitiass JThe depactssot
shall _define by rule those activities which are fraudulents
abusives or_ispropers

1) TIhe penalties or sanctions leposed ioclude but are
not limited to:

{a)__reguired courses. of. education _io. __the __cules
governing the madicaid progeami

ib)_ _witbbolding .. of __paysepts . _to _offset previous
improper payssants to a providers:

Lc)__suspension of pavesots. to a_ _provider pendipg
rasolukion _of a  dispute iovolving fraudulents abusives or
isproper_activities;

4d) _suspensicn of participation_in the program for >
specified period of timel and

1s)_ persapent _teraipation of _participation _in _the
eedica) assistance programas

{4)__The department is eotitled to recover from a
arovider all _asounts _paid as _a_ _result of fraudulents
abusives Or improper activitiess together with interest at o
IHL cate of--G0--per--apous SET _BY _15-30-142 FOUR TAX
QEEICIENCIES froe the date of such paveents

15)__Ino__all _cases jin which a penalty or sancrion has
been_imposeds 3 provider is entitled to a hearing undec _the
provisicos_.of _Iitle s chapter 4 part % s Ihe department
a3y staey the effect of the pepaliy or saoction _pendiag _the

bearings" .
SECOND PRINTING HE 238

~Ena- SECOND READING
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STATEMENT OF INTENT RE: HB 238

This proposed amendment is intended to be codified as
an integral part of MlAy Section 353-6-1l1ll. Possible
constitutional questions (see Section &) may arise in regard
te this proposale No adverse flscal impact will be
experienced by the state due to the adoption of this

iegislations

The intent of House Bill 238 is to allow the Department
to define by rule what specific activities in relation to
the medical assistance program are fraudulents abusive or
improper and subject to certain penalties.

Faderal regqulations require 5RS to suspend or terminate
from the Medicaid Program any provider who has also been
terminated from the Medicare Program. 1If the state fails or
is unable to do soy it faces the loss of federal financial
participation in Medicaid payments to providers who have
been suspended or terminated from the Medicare Programe That
federal participation amounts to 63 percent of the paymentss
1f the Medicaid Program does not have the authority to
suspend or terminate those providerss then we must continue
paying them. Without federal fundss we would have to request
additional funds from the state's general fund to pay those

providerse

Other states have met with difficulties concerning the
imposition of penalties or sanctions upon abusive providerse
In responses sowme of them have passed legislation similar to
that proposed here todaye. SRS believes House Bill 238 is
necessary to prevent the wasteful use of Medicaid fundse to
deter possible court challenges in the futures and to enable
the state to comply with federal regulations in order to

ensure essential federal funding for the proper operation of

the Medicaid Programe

HEB 23§
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HB 0238/03

HOUSE BILL NO. 238
INTRODUCED 8Y LUND
BY REQUEST OF THE DEPARTMENT

OF SOCIAL AND REHABILITATION SERVICES

A BILL FOR AN ACT ENTITLED: "AN ACT TO EMPOMER THE
DEPARTMENT OF SOCIAL ANO REHABILITATION SERVICES TO IMPOSE
SANCTIONS ON AND RECOVER PAYMENTS FROM PROVIDERS WHO ENGAGE
IN FRAUDULENTs ABUSIVEs OR [IMPROPER ACTIVITIES; AMENDING

SECTION 53-6-111, MCA.™

BE IF ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section ls Section 53-6-111+ MCAy is amended to read:
*53-6-111« Department charged with general

administration of medical assistance z=-_adoption of rules to

punish___fraude 111 The department of social and
rehabilitation services is hereby authoriZed and empowered
to administer and supervise a vendor payment program of
medical assistance wunder the powerss dutiess and functions
provided in chapter 2 of this titley as awmendeds and as
contemplated by the provisions of Title XIX of the federal

Social Security ACte
12)__The department shall_adopt cules _establishing _a

system_of penalties and saoctions aoplicable to_providers of

medical _assistance _Seryices _and supplies _who. _eogage io
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frauduleots abusives or isproper activitiess The department
shall _define by rule those actiyities which are fraudulents
abusives Or_impgroperas

£3)__ihe pepaltises _or _saoctions_isposed joclude hut are
oot _limited toi

{a)l__required _courses. of _education ia _the  rules
governing the sadicaid program:

ib) _witbholding . _of __paysents _ to _offset previous
isproper payseots to a provideri

Lcl__suspension of paymsepts to a provider peading
resolution of 2 dispute involyving fraudulente abusives or
isproger activities:

fd)__suspension of participation in the progras for .3
specified period of tiwei ang

isl._perimaosot__teraination _of garticipation .in_  the
medical assistance programs

£4) __Ihe departseat is__entitlad to _recovar from _a
provider _all _asouots paid _as_ . a raesult of frauduleonts
abusiyes Or improper activities: togather with ionterest at a
IHE rate of--8N--per--ennoe SET _BY 15-30-142 FOB___TAX
QEEICIENCIES froe the date of such paymenta

153} __lp__all_ _cases in which a penally or sanction has
been_jeposeds d proyvider is entitled to a bearing under _the
provisions__af _Jitle Z: chapter %: part &t 6a Ihe departwent
a2y stay ibe effect of the penalty or sanction _pending _the

bearinga®
HB 238

“€nd- THIRD READING
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STATEMENT OF INTENT RE: HB 238

Fris-proposed-amendment-is-intended-to-be--codified-——-os
eA-=--tntegrat-—nart--of--MEAy--Seection-—53-6-tits---Posastbte
canatituttonsi-questrons-{see-S5ection-4i-may-eri+se-in-regerd
to--—this--preposatv--No--adverse——fiscat-—impact-—--witd---be
experienced-—by-—the--state--dde--to--the--gdoption-——of-th+s
tegistations

Fhe-intent-of-Hovse-8+31-238-i2-to—atiow-the-Bepurement
to-define-bhy-ruote-what-speecifire—aetivities—~in--retastion--teo
the--medical-—sssistance——pregrea-are-fraovdutentvr—abusive-or
rmproper-and-subject-to-certain—penaitiess

Federal-requistions-require-SR5-to-suspend-or-terminace
from-the-Medico+d-Program—ony-provider—-who--has--stso--been
terminoted-from-the-Medicare-Programv-—if-the-state-feits-or
re-—onehite--to-de-ser-+t-faces-the-tosa-of-federat-finsncin}
particrpation-+n-Medireatrd-paymente--to--providers--who--heve
been-suspended-or-terminated-frem—the-Nedicare-Programe—Fhet
federat-partverpation-amounts-to-fHi-percent-of-the-paymentsy
if--the--Medteatd--Progroem--does——not-—have-the-suthority-to
suspend-or-terminate-those-providersy-then-we-must--continve
paytng-thems-Wirthoot-federal-fundsr-we-wounld-have-to-request
ndditionat--Ffands-from-the-stetets—general-fund-to-peay-those

providerss
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Bther-statea-have-met-with-difficotties-—coneerning~-the
raposrtiton-of-penateies-er-sanctions-upon-sbosive-providerss
in-responsev-some-of-them—have-passed-tegisistion-simiinr-to
thet--proposed--here~-tadaye-—5R5-bel ieves-House-B8:31-238~-+2
recessary-to-prevent-the-wastefot-ose-of-Medieatd-fundsy--te
deter-possible-coart-chottenges-in-the-futurey-and-to-enabie
the-—state-—te--eonp!y——-éth-federai-re§u¥9t+0n3-+n-efder-te
ensure-ssientinl-federoal-fonding-for-the-proper-operation-of
the-Medvcat+td-Programe

A_STATEHMENT OF INIENT 13 REQUIRED FOR THIS BILL BECAUSE
JI_AMENDS SECTION 53-6-111s MCA TO AUTHORIZE THE QFEPARIMENT
Qf SOCIAL AND BEUABILITAJIOGN _SERYICES TO _AQOPT RULES _IN
SUBSECTIONS (2) THROUGH (5)a

UNDER PRESENI, LAWs SRS HAS _EXPRESS RULEMAKING AUTHORITY
I0__ADMINJISIER _AND_SUPERYISE THE STATE*S MEOQICAL ASSISTANCE
PROQGRAM UNDER IITLE 53 DF THE HEA. _ THERE IS _NO _EXPRESS
BULEMAXING _AUTHORITY _FOR._IHE DEPARTMENI _TO ADQPT RULES
ESTABLISHING PENALIIES AND SANCTIONS APPLICABLE IQ PROVIBERS
OE _MEDICAL ASSISTANCE SERVICES AND SUPPLIES WHD _ENGAGE _IN
ERAUCULENT. _ABUSIXEs (B IMPROPER ACTIVITIES. THE MONTANA
ARMINISTRATIYE PROCEQURE ALY SECTION _2-4-102{11)1(A)s _MCAs
REQUIBES-_IHAI__SUﬂSIABILIE_ﬂuLES_ﬁE_bQQEItD-UﬂDEB_EEBRESSLI
DELEGATEG AUTHORITY IN ORCER_TO BE _YALLDe

FEQERAL REGULATIONS REQUIRE THE _STATE _TO__SUSPEND QR
JERMINATE _EROM YHE MEDICAID _PROGRAM_ANY PROVIDER WHO HAS

-2~ ¢ = T
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IHOSE PRAYVIOERS. JF SRS DOES  NOT HAVE THE AUTHORITY _JTC
SUSPEND QR TERMINATE THOSE PROYIDERSs THE STATE MUST
CONTINUE IQ PAY THEM BUT MWITHOUT FEQERAL _FUNDS- WHICH
PRESENTLY AMDUNT J0 63 PERCENT OF THE PAYMENTS. ADOITIONAL
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HB 0238/04
HOUSE BILL ND. 238
INTRODUCED BY LUND
BY REQUEST OF THE DEPARTMENT
OF SOCIAL AND REHABILITATION SERVICES
A 8TLL FNOR AN ACT  ENTITLED: MAN ALY T EMPOWER  THF

SEPARTMENT OF SOCIAL AND REHABILITATION SEAVICES TG I[MPOSE
SANCTIONS ON AND RECOVER PAYMENTS FROM PROYIDERS WHO ENGAGE
IN  FRAUDULENTs ABUSIVEs OR TIMPROPER ACTIVITIES; AMENDING

SECTICH 53-5-111s MNCAS™

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MOMTAMNA:
Section l. Section 53-6-llly MCA, is amended to read:
"53-6~111e Department charged with general

administration of medical assistance == adaption_ af rulas to

auoisbh_ _fraude. {11 The department of soctat and
rehabilitation services is hereby autharized and enmpowered
to administer and supervise a vendor paysent progras of
medical assistance under the powerss dutiess and functions
proevsded in cnapter 2 of this titley as amenieds and as
contemplated oy the provisions of Title XIX of the federat

Social Security ACta
121__The department shall sdopt rules _establishing a

iyster_0f_penajties and sanctions applicable to providers of

#2dical _assistance  services _and  supplies  who__engage ig
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HB 0238/04%

traudulents abusives Qr_impeoger activitiess The depacteent
shall_ defipae by rule those activities which are f{raudulent.
aDusivgs:s Or iMpropecs

L3)__Ibe penalties or sanctions imgosed include hut are
aer_limited tQi

tal. _reguired _courses _of educatigo _in __the _rules
goxacning the medicaid programs

{ol _mithbaldiog . of __paypeats %o _gffses oravious
iLeprager pay#ents Lo Q provideci

{c) _suspensign .of . _payeents Lo 3 grovider pending
cesoluticn__of _a _dispute iovelying fraudulents abusives or
improoRr activifigsi

Ldl--susnen:inn_9£_nan;i;ina;inn.in.;ns.nLnaxﬁl..tnx_.a
spacified period of timei and

lel _permanant _taersination of pacticipation _in the
sedical _assistance programs

14)__Ine departeent _is_ _epritted to recover from 2
provider _all__gmounts_ _paid_.as_ 3 _result of _fraudulents
abusivgs _or_improper aclivitiess together xith interest at =2
I¥E rete ef--6N--oer--anpme SET _BY _1%-20-142 FOR___TAX
QEEICIENCIES from the gate of such gayaents

L3) __lo . all__cases__in wbich 3 genalty or saoction has
kaan MaY _BE imposeds a_provider js _eotitied o _a hearing
yoder__tbe__provssigos__of Title 2¢ chapter % gpart % €. ¥be
department-may-aday-the-eféect-pf-the--peasity--or--sanctron

_2- nB 233
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March 5,

SENATE STANDING COMMITTEE REPORT
(Public Health, Welfare and Safety)

That House Bill No. 238 be amended as follows:

1. Page 2, line 22.
Following: "sanction
Strike: "has

2., Page 2, line 23.
Following: 1line 22

Strike: "been"
Insert: "may be"

3. Page 2, line 24.
Following: "6."

Strike: remainder of Section 5 in its entirety

1979



March 5, 1979
SENATE COMMITTEE - Public Health, Welfare & Safety

That Statement of Intent Re: House Bill No. 238 be amended:

l. Page 1, line 4.

Following: line 3

Strike: the statement of intent in its entirety

Insert: A statement of intent is required for this bill because it
amends Section 53-6-111, MCA to authorize the Department of Social
and Rehabilitation Services to adopt rules in Subsections 2 through

5.

Under present law, SRS has express rulemaking authority to administer
and supervise the state's medical assistance program under Title 53
of the MCA. There is no express rulemaking authority for the Depart-
ment to adopt rules establishing penalties and sanctions applicable
to providers of medical assistance services and supplies who engage
in fraudulent, abusive, or improper activities. The Montana Adminis-
trative Procedure Act, Section 2-4-102(11) (a), MCA, requires that
substantive rules be adopted under expressly delegated authority in
order to be valid.

Federal regulations require the state to suspend or terminate
from the Medicaid program any provider who has also been terminated
from the Medicare program or lose federal financial participation
in Medicaid payments to those providers. If SRS does not have the-
authority to suspend or terminate those providers, the state must
continue to pay them but without federal funds which presently
amount to 63 percent of the payments. Additional funds from the
state's general fund would be needed to pay those providers of
medical assistance in Montana.

The intent of this bill is to grant to the Department of Social
and Rehabilitation Services express authority to adopt rules estab-
lishing penalties and sanctions as enumerated in Subsections 3
through 5 and the flexibility to comply with federal regulations
and to adopt additional penalties and sanctions necessary to provide
uninterrupted access to medical care and supplies in areas of
Montana where alternative sources are unavailable.

First adopted by the SENATE COMMITTEE ON PUBLIC HEALTH, WELFARE
AND SAFETY on March 2, 1979.



