HOUSE BILL NO,., 817

INTRODUCED BY KITSELMAN, ECK, JACOBSON, WINSLOW,
HAGER, KENNERLY, THOMAS, GOULD, BERGENE, GILBERT

February

February

February

February

February

February

March 4,

March 14,

IN THE HOUSE

13, 1985 Introduced and referred to
Committee on Business and
Labor.

Fiscal Note requested.

18, 1985 Cn motion by Chief Sponsor,
Representatives Gould, Thomas,
Bergene, and Gilbert wer
added as sponsors. -

19, 1985 Fiscal Note returned.

20, 1985 Committee recommend bill do
pass as amended, Report
adopted.

Statement of Intent attached.

Bill printed and placed on
members' desks.

22, 1985 Second reading, do pass.
Considered correctly
engrossed.

23, 1985 Third reading, passed.

Transmitted to Senate.

IN THE SENATE

1985 Introduced and referred to
Committee on Public Health,
Welfare and Safety.

1985 Committee recommend bill be
concurred in as amended.
Report adopted.



March 18, 1985 Second reading, pass
consideration.

March 21, 1985 Second reading, concurred in.

March 23, 1985 Third reading, concurred in.
Ayes, 49; Noes, 0.

Returned to House with
amendments.
IN THE BHOUSE
March 25, 1985 : Received from Senate.

April 8, 1985 Second reading, amendments
concurred in.

On motion, rules suspended and
bill placed on third reading
this day.

Third reading, amendments
concurred in.

Sent to enrolling.

Reperted correctly enrclled.



.49th Legislature

uoo® ~] o,

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

25

LC 0528/01

INTRODUCED BY

Hof o i

/
A BILL FOR AN ACT ENTITLED: "AN ACT TO PROVIDE HEALTH

INSURAKCE COVERAGE TO CERTAIN PERSONS INELIGIBLE FOR
COVERAGE FROM TRADITIONAL PROVIDERS OF HEALTH CRRE BENEFITS
BY ESTABLISHBING A COMPREHENSIVE HEALTH ASSOCIATION AND PLAN;
TO REQUIRE PARTICIPATION IN THE ASSOCIATION BY EACH HEALTH
SERVICE CORPORATION, FRATERNAL BENEFIT SOCIETY, AND INSURER
PROVIDING HEALTH CARE BENEFITS IN THIS STATE; AND PROVIDING

EFFECTIVE DATES."

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

Section 1. Definitions. As used in [sections 1 through
12], the following definitions apply:

{1y "Association" means the comprehensive health
association created by {[section 3].

(2} “"Assoclation plan" means a policy of insurance
coverage offered by the association through the lead
carrier.

(3} "Association plan premiun" means the charge
determined pursuant to [section B] for membership in the
association plan based on the benefits provided in [section
6].

(4} "Eligible person" means an individual who:
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{a) is a resident of this state and has been a
resident for at least 1 year immediately preceding
applicaticon for coverage under the association plan; and

(b) within 6 months prior to the date of application,
has been rejected for disability insurance or health service
benefits by at 1least tweo insurers, societies, or health
service corporations, or has had a restrictive rider or
preexisting conditions limitation, which limitation is
required by at least two insurers, societies, or health
service corporations, which has the effect of substantially
reducing coverage from that received by a person considered
a standard risk.

(5) "Health service corperation® means a corporation
operating pursuant to Title 33, chapter 30, and offering or
selling contracts of disability insurance.

(6) "Insurer" means a company operating pursuant to
Title 33, chapter 2 or 3, and offering or selling policies
or contracts of disability insurance, as provided in Title
33, chapter 22,

(7} "Lead carrier" means the licensed administrator or
insurer selected by the association to administer the
association plan.

{8) ‘“Preexisting condition® means any condition for
which an applicant for coverage under the association plan

has received medical attention during the S vyears

-2~ INTRODUCED BILL
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immediately preceding the filing of an application.

{9) "Qualified plan" means those health benefit plans
certified by the commissioner as providing the minimum
benefits required by [section 6] or the actuarial equivalent
of those benefits.

{10} "Society" means a fraternal benefit society
operating pursuant to Title 33, chapter 7, and offering or
selling certificates of disability insurance.

Section 2. Duties of the commissioner -- rules. The
commissioner shall:

{1) adopt rules to carry out the provisions and
purposes of [sections 1 through 12];

(2) supervise the creation of the asscciation within
the limits described in [section 3];

{3) approve the selection of the lead carrier by the
associaticn and approve the association's contract with the
lead .arrier, including the association plarn coverage and
preriums to be charged:

{4) conduct periodic audits to assure the general
accuracy of the financial data submitted by the lead carrier
and the asscclation; and

(5) undertake, directly or through contracts with
other persons, studies or demonstration projects to develop
awareness of the benefits of [secticns 1 through 12) so that

the residents of this state may best avail themselves of rhe
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health care benefits provided by [sections 1 through 12].

Section 3. Comprehensive health associatien —--
mandatory membership.

{l) There is established a comprehensive health
association with participating membership consisting of all
insurers, societies, and health service corporations
licensed or authorized to do business in this state, The
assocliation is exempt from taxation under the laws of this
state, and all property owned by the association is exempt
from taxation.

{2) All participating members shall maintain their
membership in the association as a condition for writing
health care benefits policies or contracts in this state.
The assoclation shall submit its articles, bylaws, and
operating rules to the commissioner for approval.

{3) The associition may:

{a) exercise the powers granted to insurers under the
laws of this state;

(b) sue or be sued;

{c) enter into contracts with insurers,
administrators, similar associations in other states, or
other persons for the performance of administrative
functions;

(d) establish administrative and accounting procedures

for the cperation of the association;
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{e) provide for the reinsuring of risks incurred as a
result of issuing the coverages required by members of the
association; and

(£) provide for the administration by the association
of policies that are reinsured pursuant to‘ subsection
(3)(e).

Section 4. Assoclation board of directors -
organization. (1) There is a beard of directors of the
association, consisting of eight individuals:

{a) one from each of the seven participating members
of the association with the highest annual premium volume of
disability jinsurance contracts or health service corporation
contracts, derived from or on behalf of residents in the
previous calendar year, as determined by the commissioner;
and

(b) a member at large, appointed by the commissioner
to represent the public interest, who shall serve in an
advisory capacity only.

(2) Bach of the seven becard members representing the
association members is entitled to vote, in person or by
proxy, based on the association member's annual premium

volume, in accordance with the following schedule:

$ 100,000 —- § 4,999,999 1 vote

5,000,000 —- 9,999,999 2 votes

10,000,000 -- 14,999,999 3 votes
_5_
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15,000,000 or more 4 votes
{3) Members of the board may be reimbursed from the
money of the association for expenses incurred by them due
to their service as board members but may not otherwise be
compensated by the association for their services. The costs
of conducting the meetings of the association and its board
of directors must be borne by participating members of the
assoccliation in accordance with [section 9).

Section 5. Minimum Dbenefits of assocciation plan. The
association through the association plan shall offer a
policy that provides at least the benefits of a qualified
plan as required by [section 6].

Section 6. Qualified plan -- minimum benefits. A plan
of health coverage must be certified as a gqualified plan if
it otherwise meets the requirements of Title 33, chapters
15, 22, and 30, and other laws of this state, whether or not
the policy is issued in this state, and meets or exceeds the
following minimum standards:

(1) The minimum benefits for an insured must, subject
to the other provisions of this section, be egqual to at
least 80% of the covered expenses required by this section
in excess of an annual deductible that doces not exceed
51,000 per person, The coverage must include a limitation of
$5,000 per person on the total annual out-of-pocket expenses

for services covered under this section. Coverage must be

.
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subject to a maximum lifetime benefit, but such maximums may
not be less than $100,000.

{2) Covered expenses must be the usual and customary
charges for the following services and articles when
prescribed by a physician or other licensed health care
preofessional provided for in 33-22-111:

{a) hogpital services;

(b) professional services for the diagnosis or
treatment of injuries, illness, or conditions, other than
dental;

(c) use of radium or other radioactive materials;

(d) oxygen;

(e) anesthetics;

(f) diagnostic x-rays and laboratory tests, except as
specifically provided in subsection (3);

{g) services of a physical therapist;

{.1) transportation provided by licensed ambular:s
service to the nearest facility qualifis2 o treat bz
cendition;

(1) oral surgery for the gums and tissues of the mouth
when not performed in connection with the extraction or
repair of teeth or in connection with TMJ;

{j) rental or purchase of medical equipment, wiiich
shall be reimbursed after the deductible has been met at ths

rate of 50%, up to a maximum of $1,000;
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(k) prosthetics, other than dental;

(1) services of a licensed home health agency, up to a
maximum of 1BD visits per year; and

(m) necessary care and treatmenc of mental illness,
alcoholism, and drug addiction, as provided in 33-22-703.

(3} (a} Covered expenses for the services or articles
specified in this section do not include:

(i) drugs requiring a physician's prescription;

(ii) services of a nursing home;

(iii) home and office calls, except as specifically
provided in subsection {Z):

(iv) rental or purchase of durable medical equipment,
except as specifically provided in subsection (2);

(v} the first $20 of diagnostic x-ray and laboratory
charges in each l4-day period;

(vi) oral surgery, except as specifically provided in
sutsection {(2);

{vii) that part of a chiarge for services or articles
which exceeds the prevailing charge in the locality where
the service is provided; or

(viii) care that 1is primarily for custodial or
domiciliary purposes which would not qualify as eligible
services under medicare.

(b} Cocvered expenses for the services or articles

specified in this section do not include charges for:
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(i) care or for any injury or disease either arising
out of an injury in the course of employment and subject to
a workers' compensation or similar law, for which benefits
are payable without regard to fault under coverage
statutorily required to be contained in any motor vehicle or
other liability insurance policy or equivalent
self-insurance, or for which benefits are payable under
another policy of disability insurance or medicare;

(ii) treatment for cosmetic purposes other than surgery
for the repair or treatment of an injury or congenital
bodily defect to restore normal bodily functions;

(iii) travel other than transportation provided by a
licensed ambulance service to the nearest facility qualified
to treat the condition;

{iv) confinement 1in a private room to the extent it is
in excess of the institution's charge for its most common
semiprivate room, unless the private room is prescribed as
medically necessary by a physician;

(v) services or articles the provision of whieh is not
within the scope of authorized practice of the institution
or individual rendering the services or articles;

{vi) organ transplants unless prior approval is
received from the board of directors of the association;

(vii} reoom and beard for a nonemergency admission on

Friday or Saturday:
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(viii) pregnancy, except complications of pregnancy;

{(ix} routine well baby care;

{x) complications to a newborn, unless no other source
of coverage is available;

(¥i) sterilization or reversal of sterilization;

(xii) abortion, unless the life of the mother would be
endangered if the fetus were carried to term;

(xiii) weight modification or modification cf the body
to improve the mental or emotional well-being of an insured;

(xiv) artificial insemination or treatment for
infertility; or

(xv) breast augmentation or reduction.

Section 7. Certification of qualified plan, Upon
application by the association or the 1lead carrier for
certification of a plan of health coverage as a gqualified
plan for the purposes of [sections 1 through 12], the
commissioner shall make a determination within 90 days as to
whether the plan is qualified. 1f determined to be
gqualified, the plan of health coverage must be labeled as a
“qualified plan" on the front of the policy.

Section 8. Association plan premium, The association
shall establish the schedule of premiums to be charged
eligible perscns for membership in the association plan. The
schedule of premiums may not be less than 150% or more than

400% of the average premium rates charged by the five
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largest insurers with the largest individual qualified plan
of insurance in force in this state. The premium rates of
the five insurers used to establish the premium rates for
each type of coverage offered by the association must be
determined by the commissioner from information provided
annually by all insurers at the request of the commissicner.
The information reguested must include the number of
qualified plans or actuarial equivalent plans offered by
each insurer, the rates charged by the insurer for each type
of plan offered by the insurer, and any other information
the commissioner considers necessary. The commissioner shall
utilize generally acceptable actuarial principles and
structurally compatible rates.

Section 9. Operation of association plan. (1)} Upon
acceptance by the 1lead carrier under [section 12], an
eligible person may enroll in the association plan b
paymer' of the association plan premium to the iead carrier.

(2) Not less than 90% of the association plan premiums
piid to the lead carrier may be used to pay claims and not
more than 10% may be used for payment of the lead carrier's
direct and indirect expenses as specified in [section 10].

(3) Any income in excess of the costs incurred by the
association in providing reinsurance or administrative
services must be held at interest and used by the

association to cffset past and future lesses due to cliims
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expenses of the association plan or be allcocated to reduce
association plan premiums.

(4) Each participating member :f the association shall
share the losses due to claims expenses of the asscciation
plan for plans issued o¢or approved for issuance by the
association and shall share in the operating and
administrative expenses incurred or estimated to be incurred
by the association incident to the conduct of its affairs.
Claims expenses of the association plan that exceed the
premium payments allocated to the payment of benefits are
the 1liability of the a:sLociation members. Association
members shall shaie in the claims expenses of the
association plan and cperating and administrative expenses
of the association in an amount eqgual to the ratio of:

(a) the association member's total disability
insurance premium received from or on behalf of Montana
rezidents divided by;

{(b) the total disability premium received by all
association members from or .n behalf of Montana residents,
as determined by the commissioner.

(5) The association shall make an annual determination
of each association member's liability, if any, and may make
an 4annual fiscal yearend assessment if necessary. The
association may also, subject to the approval of the

commissioner, provide Ffor interim assessments against the
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association members as may be necessary to assure the
financial capability of the agsociation in meeting the
incurred cor estimated claims expenses of the association
plan and operating and administrative expenses of the
association wuntil the association's next annual fiscal
yearend assessment. Payment of an assessment is due within
30 days of receipt by an association member of a written
notice of a fiscal yearend or interim assessment. Failure
by a contributing member teo tender to the association the
assesament within 30 days is grounds for ternination of
membership. An association member that ceases to do
disability insurance business within the state remains
liable for assessments through the calendar year during
which disability insurance business ceased. The association
may decline to levy an assessment against an association
member if the assessment, as determined pursuant to this
section, would not exceed $§10.

{6) Any annual fiscal yearend or interim assessment
levied against an association member may be offset, in an
amount equal to the assessment pald to the asscciation,
against the premium tax payable by that associaticn member
pursuant to 33-2-705 for the year in which the annual fiscal
yearend or interim assessment is levied. The department of
revenue shall, each vyear the legislature meets in regular

session, on or before January 15, report to the 1legislature
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the total amount of premium tax offset claimed by
asscciation members during the preceding biennium.

Section 10. Administration of association plan -—
rules. (1) Any member of the association may submit to the
commissioner policies to be proposed to serve as the
association plan. The commissioner shall prescribe by rule
the time and manner of the submission.

(2) Upon the commissioner's approval of the policy
forms and contracts submitted, the association shall select
policies and contracts by a member or members of the
assoclation to be the association plan. The associatiocn
shall select one lead carrier to issue the qualified plans.
The board of directors of the association shall prepare
appropriate specifications and bid forms and may solicit
bids from licensed administrators and the members of the
association for the purpose of selecting the 1lead carrier.
The selection of the 1lead carrier must be based upon
criteria established by the board of directors.

{3) The lead carrier shall perform all administrative
and claims payment functions required by this section upon
the commissioner's approval o¢f the policy forms and
contracts submitted. The lead carrier shall provide these
services for a period of at least 3 years, unless a request
to terminate is approved by the association and the

commissioner, The association and the commissioner shall

-14-
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approve or deny a request to terminate within 90 days of its
receipt. A failure to make a final decision on a reqguest to
terminate within the specified period is considered an
approval. The association shall invite submissiens of policy
forms from members of the association, including the lead
carrier, 6 months prior to the expiration of each 3-~year
period. The association shall follow the procedure provided
in subsection {2} in selecting a 1lead carrier for the
subsequent 3-year period or, if a request to terminate @3
approved, on or before the end of the 3-year period.

(4) The lead carrier shall provide all eligible
perscns involved in the association plan an individual
certificate setting forth a statement as to the insurance
protection to which the perscon is entitled, the method and
place of filing claims, and to whom benefits are payable.
The certificate must indicate that coverage was obtaine’
thro: jn the association.

{(5) The lead carrier shall submit to the associatiz=
and the commissioner on a semiannual basis a report of the
operation of the association plan. The association must
determine the specific information to be contained in the
report prior to the effective date of the association glan.

(6) The 1lead carrier shall pay all claims pursuan: to
[sections 1 through 12] and shall indicate that the - ‘aim

was paid b, the association plan. Each claim payment mosi
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include information specifying the procedure involved in the
event a dispute over the amount of payment arises.

(7) The lead carrier must bc reimbursed from the
association plan premiums received for its direct and
indirect expenses. Direct and indirect expenses include a
prorated reimbursement for the portion of the lead carrier's
administrative, printing, claims administration, management,
and building averhead expenses, which are assignable to the
maintenance and administration of the associaticn plan. The
association must approve cost accounting methods to
substantiate the lead cirrier's cost reports consistent with
generally accepted accounting principles. Direct and
indirect expenses may not include costs directly related to
the original submission of policy forms prier t¢ selection
as the lead carrier.

(8) The lead carrier is, when cartying out its duties
under [sections 1 through 12}, an agent ¢f the association
and is civilly liable for its actions, subject to the laws
of this state.

Section ll. Solicitation of eligible persons. (l) The
association, pursuant to a plan approved by the
commissioner, shall disseminate appropriate information to
the residents of this state regarding the existence of the
association plan and the means of enrollment. Means of

communication may include use of the press, radie, and

-16-
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television, as well as publication in appropriate state
offices and publications.

(2) The association shall devise and implement means
of maintaining public awareness of ([sections 1 through 12]
and shall administer (sections 1 through 12) in a manner
which facilitates public participation in the association
plan.

{3) BAll licensed disability insurance agents may
engage inrthe selling or marketing of qualified association
plans. The lead carrier shall pay an agent's referral fee of
$25 to each licensed disability insurance agent who refers
an applicant to the association plan, if the applicant is
accepted. The referral fees must be paid to the lead
carrier from money received as premiums for the association
plan.

(4) An insurer, society, or health service corporation
that rejects or applies underwriting restrictions to an
applicant for disability insurance must notify the applicant
of the existence of the association plan, requirements for
being accepted in it, and the procedure for applying to it.

Section 12. Enrollment by eligible person. (1) The
association plan must be opern for enrollment by eligible
persons. An eligible person may enroll in the plan by
submission of a certificate of eligibility to the lead

carrier. The certificate must provide:
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{a) the name, address, and age of the applicant and
length of the applicant's residence in this state;

(b} the name, address, and age of spouse and children,
if any, if they are to be insured;

(c} written evidence that he fulfills all of the
elements of an eligible person, as defined in [section 11;
and

(d} a designation of coverage desired.

(2} Within 30 days of receipt of the certificate, the
lead carrier shall either reject the application for failing
to comply with the requirements of subsection (1) or forward
the eligible person a notice of acceptance and billing
information. Insurance is effective immediately upon receipt
of the first month's association plan premium and is
retroactive to the date of application, if the applicant
otherwise complies with [secticns 1 through 12].

{3) An eligible person may not purchase more than one
pelicy from the association plan.

(4) A person who obtains coverage pursuant to this
section may not be covered for any preexisting condition
during the first 12 months of coverage under the association
plan if the person was diagnosed or treated for that
condition during the 5 years immediately preceding the
filing of an application. This subsection dces nct apply to

a person who has had continuous coverage under an

-18~
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individual, family, or group pelicy during the vyear
immediately preceding the Ffiling of an application for
nonelective procedures.

Section 13, Extension of authority. Any existing
authority of the commissioner of insurance to make rules on
the subject of the provisions of this act is extended to the
provisions of this act,

Section 14. Codification instruction. Sections 1
through 12 are intended to be codified as an integral part
of Title 33, and the provisions of Title 33 apply to
sections 1 through 12.

Section 15. Severability. If a part of this act |is
invalid, all valid parts that are severable from the invalid
part remain in effect. IE a part of this act is invalid in
one or more of its applications, the part remains in eEiect
in all wvalid applications that are severable from the
inval id applications.

Section 16. Effective date. (1) Except for section 5,
this act is effective July 1, 1985,

{2) Section 5 is effective July 1, 1987.

-End-
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STATE OF MONTANA

REQUEST NO. FNN 423-85
FISCAL NOTE

Form BD-15

In compliance with a written request received February 13, 19 85 , there is hereby submitted a

Fiscal Note for House Bill 817 - pursuant to Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA).
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:
House Bill 817 creates a Comprehensive Health Association and plan to provide health insurance coverage to certain

persons ineligible for coverage from traditional providers of health care benefits. Each Health Service Corporation,
Fraternal Benefit Society and Insurer is required to participate in the association.

ASSUMPTIONS:
1. No revenue generated for the State. Premiums will be to cover cost of claims and association administrative
costs.
2. Assume no additional STAFF will be required to administer the program.
3. Assume Financial Examiner costs for FY 1986 and every (3) three years thereafter.
4. Actuary required for initial start-up FY 1986 and in FY 1987; examine once every (3) three years thereafter.
5. Additional communicatiom costs for biennium.
6. Additional hearing and rulemaking costs for FY 1986,
FISCAL IMPACT:
Expenditures: Existing Law Proposed Law Existing Law Proposed Law
Operating -0- $ 4,900 -0- $ 1,925
TOTAL -0- $~ 4,900 -0- $ 71,925
Total \ _
General Fund Cost -0~ $ 4,900 -0~ $ 1,925

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: FJ /2 /?ﬁ'_
HB 817

FN10:B/1



Request No. FHNN423-85
Form BB-15 Page 2

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION:

‘Premium tax revenue to the General Fund may be impacted in future years. When claims exceed revenue raised through
premiums paid by covered individuals, each insurer in the association will be assessed. That assessment can be
offset against premium taxes owed tc Montana.

TECHNICAL OR MECHANICAL DEFECTS OR CONFLICTS WITH EXISTING LEGISLATION:

Section 9, Paragraph (6) 1.23 and 24, Recommend change from "Department of Revenue' to "The Insurance Commissioner".

Section 6 (3) (i) appears to address "no-fault" imsurance which is not appropriate to Montana.
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APPROVED BY COMM. ON
BUSINESS AND LABOR

STATEMENT Of INTENT
HOUSE BILL NO. 817

House Business and Labor Committee

A statement of intent is required for this bill because
it grants rulemaking authority to the commissioner of
insurance for the purpose of making effective the provisions
and purposes of this act.

The purpose of this act is tc establish a mechanism
through which adequate levels of health insurance coverages
can be made available to residents of this state who are
otherwise considered uninsurable. This biil establishes a
state association or pool of which all insurers, health
service corporations, and fraternal benefit societies
providing health care benefits in- Montana are members.

It is intended that the pool coverage is the coverage
of "last resort" and is not intended to duplicate coverages
from any other source, private or public. The mechanics of
the pool and its operations and functions must all be
established under a plan approved by the commissioner. The
pool is subject to the requirements of the insurance code
and has the general powers and authority of an insurer
licensed to transact health insurance business 1in this
state.

It is intended that the asscciation bocard of directors

@m}anz tegisiacve Counci

HB 08l17/si

be responsible for the day-to-day operaticns of the

association, subject

insurance commissioner,

to

the

- -

review and approval of the

SECOND READING
HB &1 F
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HOUSE BILL NO. 817
INTRODUCED BY KITSELMAN, ECK, JACOBSON, WINSLOW,

HAGER, KENMERLY, THOMAS, GOULD, BERGENE, GILBERT

A BILL FOR AN ACT ENTITLED: "AN ACT TO PROVIDE HEALTH
INSURANCE COVERAGE TO CERTAIN PERSONS INELIGIBLE FOR
COVERAGE FROM TRADITIONAL PROVIDERS OF HEALTH CARE BENEFITS
BY ESTABLISHING A MONTANA COMPREHENSIVE HEALTH ASSOCIATION
AND PLAN; TO REQUIRE PARTICIPATION IN THE ASSOCIATION BY
EACH HEALTH SERVICE CORPORATION, FRATERNAL BENEFIT SOCIETY,
AND INSURER PROVIDING HEALTH CARE BENEFITS 1IN THIS STATE;

AND PROVIDING EFFECTIVE DATES."

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

Secticn 1. Definitions. As used in [sections 1 through
32 13}, the following definitions apply:

(1) "Association"” means the comprehensive health
association created by [section 3].

{2) ™"Asscociation plan" means a policy of insurance
coverage offered by the assoclation through the lead
carrier.

({3) *“"Association plan premium” means the charge
determined pursuant to [section 8] for membership in the

association plan based on the benefits provided in (section

6l.
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HB 0817/02

(4) "Eligible person® means an individual who:

fa} is a resident of this state and has--been-a
restdens——for-—-ac--tease——i---year——-immediately---preceding
appmiieation APPLIES for coverage under the association plan;
and

(b} within 6 months prior to the date of application,
has been rejected for disability insurance or health service
benefits by at least two insurers, societies, or health
service corperaticens, or has had a restrictive rider or
preexisting conditicons limitation, which 1limitation is
required by at least two insurers, societies, or health
service corporations, which has the effect of substantially
reducing coverage from that received by a person considered
a standard risk.

(5) "Health service corporation® means a corporation
operating pursuant to Title 33, chapter 30, and offering or
selling contracts of disability insurance.

(6) "Insurer" means a company operating pursuant to
Title 33, chapter 2 or 3, and offering or selling policies
or contracts of disability insurance, as provided 1in Title
33, chapter 22.

(7) "Lead carrier" means the licensed administrator or
insurer selected by the asscciation to administer the
association plan.

(8) "Preexisting condition" means any condition for
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which an applicant for coverage under the association plan
has received medical attention during the 5 years
immediately preceding the filing of an application.

(9) “Qualified plan" means those-heaith-bemefit-plans
certifited-by--the--commisstorer——-as--providing--the--minimum
benefits—required-by—f:ccficn—6+-0r-the—nctuarfaiwequivalent

ef-—those——benefites ANY PLAN, PROGRAM, CONTRACT, OR QTHER

ARRANCEMENT TO THE EXTENT NOT EXEMPT FROM INCLUSION BY

VIRTUE OF THE PROVISIONS OF THE FEDERAL EMPLOYEE RETIREMENT

INCOME SECURITY ACT OF 1974 UNDER WHICH ONE OR MORE

EMPLOYERS, UNIQONS, OR OTHER ORGANIZATIQNS PROVIDE TO THEIR

EMPLOYEES QR MEMBERS, EITHER DIRECTLY OR INDIRECTLY THROUGH

A TRUST OR A THIRD PARTY ADMINISTRATOR, HEALTH CARE SERVICES

OR BENEFITS OTHER THAN THROUGH AN INSURER.

{10) "Scciety" means a fraternal benefit society
operating pursuant to Title 33, chapter 7, and offering or
selling certificates of disability insurance.

Section 2. Duties of the commissioner -- rules, The
commissioner shall:

(1) adopt rules to «carry out the provisions and
purposes of {sections 1 through %2 13]:

(2} supervise the creation of the association within
the limits described in {section 3]:

{3) approve the selection of the lead carrier by the

association and approve the asscciation's contract with the
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lead carrier, including the association plan coverage and
premiums to be charged:

(4) conduct periodic audits to agsure the general
accuracy of the financial data submitted by the lead carrier
and the aszociation; and ,

(5) wundertake, directly or chrough coatracts with
other persons, studies or demonstration projects to develop
awareness of the benefits of [sections . through ¥2 13] so
that the residents of this state may best avail themselves
of the health care benefits provided by {sections 1 through
2 13].

Section 3. Comprehensive health association -=
mandatory membership. (1) There is estabiished a KNONPROFIT

LEGAL ENTITY TOQO BE KNOWN AS THE MONTANA comprehensive health

assoclation with participating membersnip consisting of all
insurers, societies, and healih service corporations
licensed or authorized to do business in this state. The
association is exempt from taxation under the laws of this
state, and all property owned by the association is exempt
from taxation.

(2) All participating members shall maintain ctheir
membership in the association as a condition for writing
health care benefits pelicies or concracrts Im this state.
The association shall submib  1ts arzicies, bylaws, and

operating rules to the commissioner for aporoval.
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{3}y The association may:

(a} exercise the powers granted to insurers under the
laws of this state;

(b} sue or be sued;

(c} enter into contracts with insurers,
administrators, similar asscciations in ¢ther states, or
other persons Eor the performance of administrative
functions:

(d} establish administrative and accounting procedures
for the operation of the association;

(e) provide for the reinsuring of risks incurred as a
result of issuing the coverages required by members of the
association; and

(£) provide for the administration by the association
of policies that are reinsured pursuant to sSubsecticn
(3i(e}.

" Secticn 4. Association board of directars -=
organization. (1) There 1is a board of directors of the
associaticn, consisting of eight individuals:

(a) one from each of the seven participating members
of the associaticon with the highest annual premium volume of
disability insurance contracts or health service corperation
contracts, derived from or on behalf of residents in the

previous calendar year, as determined by the commissioner;

and
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(b) a member at large, appointed by the commissicner
to represent the public interest, who shall serve in an
advisory capacity only.

(2) Each of the seven board members representing the

association members is entitled to A WEIGHTED AVERAGE vote,

in person or by proxy., based on the association member's
annual MONTANA premium volumey, iIn--aceerdance--with--the

folriewing-achedaies

§---1007000----8-479997999---~—-—-----—————mm e i-vote-—
-~57868768608-————— 979997999 —————mmmmm— s e 2-votes
-t6768678068-——-—- 1479997998~ mm e e 3-vatres
~3578687888-0r-MarA - — - - 4-votes

(3} Members of the board may be reimbursed from the
money of the association For expenses incurred by them due
to theilr service as board members but may not cotherwise be
compensated by the association for their services. The costs
of conducting the meetings of the association and its board
of directors must be borne by participating members of the
association in accordance with [section 3}.

Section 5, Minimum benefits of association plan. The
association through the association plan shall offer a
policy that provides at least the benefits of a qualified
plan as required by [section 6].

Section 6. Qualified plan -- minimum benefits. A plan

of health coverage must be certified as a gualified plan 1if
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it otherwise meets the requirements of Title 33, chapters
15, 22 EXCEPTING PART 7, and 30, and other laws of this
state, whether or not the policy is issued in this state,
and meets or exceeds the following minimum standards:

(1) The minimum benefits for an insured must, subject
to the other provisions of this section, be equal to at
least 80% of the covered expenses reguired by this section
in excess of an annual deductible that does not exceed
31,000 per person. The coverage must include a limitation of
$5,000 per person on the total annual out-of-pocket expenses
for services covered under this section. Coverage must be
subject to a maximum lifetime benefit, but such maximums may
not he less than $100,000.

(2) Covered expenses must be the usual and customary
charges for the following services and articles when
prescribed by a physician or other licensed health care
professional provided for in 33-22-111:

{a) hospital services;

{b) professional services for the diagneosis or
treatment of indjuries, illness, or conditiuns, other than
dental:;

o) use of radium or other radiocactive materials;

{d} oxygen;

{e) .anesthetics;

{f) diagncstic x-rays and laboratory tests, except as
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specifically provided in subsection (3):

(g) services of a physical therapist;

(h) transportation provided by 1licensed ambulance
service to the nearest facility gualified to treat the
condition;

(i) oral surgery for the gums and tissues of the mouth
when not perfoermed in connection with the extraction or
repair of teeth or in connection with TMJ;

(j} rental or purchase of medical equipment, which
shall be reimbursed after the deductible has been mec at the
rate of 50%, up to a maximum of $1,000;

[k} prosthetics, other than dental; AND

{l1) services of a licensed home health agency, up to a
maximum of 180 visits per years-and

{my-—nacessqry--care--—and-—creatment-aé-mentat-riiness;
akrecohotismy-and-drug-addiction;—as-provided-in-33-22-763.

t3) {a) Covered expenses for the services or articles
specified in this section do not include:

{i) drugs requiring a physician's prescription:;

{ii}) services of a nursing home;

(tii) home and office calls, except g5 specifically
provided in subsection (2);

(iv) rental or purchase of durable medical eguipment,
except as specifically provided in subsection (2);

(v) the Ffirst $20 of diagnostic x~ray and laboratory
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charges in each l4-day period;

{vi) oral surgery, except as specifically provided in
subsection (2});

(vii) that part of a charge for services or articles
which exceeds the prevailing charge in the locality where
the service is provided; or

{viii) care that is primarily for custodial or
domiciliary purposes which would not gualify as eligible
services under medicare,

(b} Covered expenses fFfor the services or articles
specified in this section do not include charges for:

(i) care or for any injury or disease either arising
out of an injury in the course cf employment and subject to
a workers' compensation or similar law, fer--which--benefits
are---payabte---withent---reqard--to--fautt--under--caverage
atatuterity-required-rvo-be-contatned-in-any-motor-vehieie-or
other——-tiabitity--——insurance--—-poticy----sr----equivatent
self-insurancey--or for which benefits are payable under
another policy of disability insurance or medicare;

(i1i) treatment for cosmetic purposes other than surgery
for the repair or treatment of an injury or congenital
bodily defect to restore normal bodily functions;

(iii) travel other than transportation provided by a
licensed ambulance service to the nearest facility qualified

to treat the condition;
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{iv) confinement in a private room to the extent it is
in excess of the institution's charge for its most common
semiprivate room, unless the private room is prescribed as
medically necessary by a physician;

(v) services or articles the provision of which is not
within the scope of authorized practice of the institution
or individual rendering the services ar articles;

{vi) organ transplants uniess——-prior---approvat--—is
received-from-the-board-of-directora-of-the-assoctation;

tvii) room and board Eor a nonemergency admission on
Friday or Saturday;

(viii) pregnancy, except complications of pregnancy:

{ix) routine well baby care;

(x} complications to a newborn, unless no other source
of coverage is available;

{xi} sterilization or reversal of sterilization;

{xii} abortion, unless the life of the mother would be
endangered if the fetus were carried to term;

(xiii) weight medification or modification of the body
to improve the mental or emotional well-being of an insured;

(xiv) artificial inseminaticn or treatment for
infertility; or

{xv) breast augmentation or reduction,

Section 7. Certification  of qualified plan. Upon

application by the assocliation or the lead carrier for
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certification of a plan of health coverage as a qualified
plan for the purposes of [sections 1 through %2 13], the
commissioner shall make a detérmination within 90 days as to
whether the plan is qualified. If determined to be
gualified, the plan &f health coverage must be labeled as a
"qualified plan" on the front of the policy.

Section 8. Association plan premium. The asscciation
shall establish the schedule of premiums to be charged
eligible persons for membership in the association plan. The
schedule of premiums may not be less than 150% or more than
400% of the average premium rates charged by the five
largest insurers with the largest individual qualified plan
of insurance in force in this state. The premium rates of
the five insurers used to establish the premium rates for
each type of coverage offered by the association wmust be
determined by the commissioner from information provided
annually by all insurers at the request of the commissioner,
The information requested must include the number of
qualified plans or actuarial equivalent plans offered by
each insurer, the rates charged by the insurer for each type
of plan offered by the insurer, and any other information
the commissioner considers necessary. The ecommisstoner
ASSOQOCIATION shall wutilize generally acceptable actuyarial
principles and structurally compatible rates.

Section 9. Operation of assoclatien plan. (1) Upon

-1li~ HB 817

10
1i
12
13
14
15
16
17
18
19
290
21
22
23

24

HB 0817/02

acceptance by the lead carrvier wunder {section 12}, an
eligible person may enroll in the association plan by
payment of the association plan premium to the lead carrier.

(2) Not less than 96% B88% of the association plan
premiums paid to the lead carrier may be used to pay claims
and not more than 0% i2% may be used for payment of the
lead carrier's direct and indirect expenses as specified in
[section 10].

{3) Any income in excess of the costs incurred by the
asscciation in providing reinsurance or administrative
services must be held at interest and used by the
assoclation to offset past and future losses due to claims
expenses of the assoclation plan or be allocated to reduce
association plan premiums,

{(4) PBach participating member of the association shalil
share the losses due to claims expenses of the association
plan for plans issued or approved Eor issuance by the
association and shali share in the operating and
administrative expenses incurred or estimated to be incurred
by the association incident te the conduct of its affairs.
Claims expenses of the association plan that exceed the
premium payments allccated to the payment of benefits are
the liability of the association members. Association
members shall share in the claims expenses of the

assoctation plan and operating and administrative expenses
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of the association in an amount equal to the ratio of:

{a) the asscciation member's total disability
insurance premium received £from or on behalf of Montana
residents divided by;

(b) the total disability premium received by all
association members from or on behalf of Montana residents,
as determined by the commissioner.

(5) The asscciation shall make an annual determination
of each association member's liability, if any, and may make
an annual fiscal vyearend assessment if necessary. The
association may also, subject to the approval of the
commissioner, provide for interim assessments against the
assoclation members as may be necessary (o assure the
financial capability of the association in meeting the
incurred or estimated claims expenses of the association
plan and operating and administrative expenses of the
association until the association's next annual fiscal
yearend assessment. Payment of an assessment is due within
30 days of receipt by an association member of a written
notice of a fiscal vearend or interim assessment. Failure
by & contributing member to tender to the association the
assessment within 30 days 1is <grounds For termination of
membership. An association member that ceases to do
disability insurance business within the state remains

liable for assessments through che calendar year during
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which disability insurance business ceased. The association
may decline to levy an assessment against an association
member if the aésessment, as determined pursuant to this
section, would not exceed $10.

(6} Any annual fiscal vyearend or interim assessment
levied against an association member may be offset, in an
amcunt equal te the assessment paid to the association,
against the premium tax payable by that association member
pursuant to 33-2-705 for the year in which the annual fiscal
yearend or interim assessment is levied. The department-of

revente INSURANCE COMMISSIONER shall, each year the

legislature meets in regular session, on or before January
15, réport to the legislature the total amount of premium
tax offset claimed by association members during the
preceding biennium.

Section 10. Administration of association plan -
rules. (1) Any member of the association may submit to the
commissioner policies to be proposed to serve as the
association plan. The commissioner shall prescribe by rule
the time and manner of the submission.

(2) Upon the commissioner's approval of the policy
forms -and contracts submitted, the association shall select
policies and contracts by a member or members of the
association to be the asscclation plan. The association

shall select one lead carrier to issue the gualified plans.
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The board of directors of the association shall prepare
appropriate specifications and bid forms and may solicit
bids from licensed administrators and the members of the
association for the purpose of selecting the lead carrier.
The selection of the Jlead carrier must be based upen
¢riteria established by the board of directors.

(3) The lead carrier shall perform all administrative
and claims payment functions required by this section upon
the commissicner's approval o©f the policy forms and
contracts submitted., The lead carrier shall provide these
services for a period of at least 3 years, unless a reguest
to terminate is approved by the association and the
commissioner. The asscciation and ths commissioner shall
approve or deny a request to terminate within 90 days of its
receipt. A failure to make a final decision on a request to
terminate within the specified period 1is considered an
approval, The association shall invite submissions of policy
forms from members of the association, including the lead
carrier, & months prior to the expiration of each 3-year
period. The association shall follow the procedure provided
in subsection (2) in selecting a lead carrier Eor the
subsequent J-year period or; if a request to terminate is
approved, on or before the end of Lhe 3~year pericd.

(4} The lead carrier shall provide all eligible

persons involved in the association plan an individual

-15- HE B17

10

11

13
14
i5
16
17
18
19
20
21
22
23

24

HB 0817702

certificate setting forth a statement as to the insurance
protection to which the person is entitied, the method and
place of filing claims, and to whom benefits are payable.
The certificate must indicate that coverage was obtained
through the association.

{5) The lead carrier shall submit to the associaticon
and the commissioner on a semiannual basis a report of the
operation of the association plan, The assccilatlion must
determine the specific information to be contained in the
report prior to the effective date df the association plan.

(6) The lead carrier shall pay all claims pursuant Lo
[sections 1 through #2 13] and shall indicate that the claim
was paid by the association plan. Each claim payment must
include information specifying the procedure involved in the
event a dispute over the amount of payment arises.

(7) The 1lead carrier must be reimbursed from the
association plan premiums received for its direct and
indirect expenses. Direct and indirect expenses include a
prorated reimbursement for the portion of the lead carrier's
administrative, printing, claims administration, management,
and building overhead expenses, which are assignable to the
maintenance and administration of the association plan. The -
agsociation must approve cost accounting methods ta
substantiate the lead carrier's cost reports consistent with

generally accepted accounting principles. Direct and
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indirect expenses may not include costs directly related to
the original submission of policy forms pricr to selection
as the lead carrier.

{(B) The lead carrier is, when carrying out its duties
under [sections 1 through %2 13], an agent—of INDEFENDENT
CONTRACTOR FOR the association and is etviity INDIVIDUALLY
liable for its actions, subject to the laws of this state.

Section 11. Seclicitation of eligible persons. (1) The
association, pursuant Lo a plan approved by the
commissioner, shall disseminate appropriate information to
the residents of this state regarding the existence of the
association plan and the means of enrollment. Means of
communicactien may include use of the press, radio, and
television, as well as publication in appropriate state
coffices and publications.

(2) The association shall devise and implement means
of maintaining public awareness of [sections 1 through %2

3] and shall administer [sections 1 through 12 3] in a

manner which facilitates public participation in the
association plan.

(3) All licensed disability insurance agents may
engage in the selling or marketing of gualified associaticn
plans. The lead carrier shall pay an agent's referral fee of
$25 to each licensed disability insurance agent whao refers

an applicant to the association plan, 1f the applicant is
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accepted. The referral fees must be paid to the 1lead
carrier from money received as premiums for the association
plan.

{4) An insurer, society, or health service corperation
that rejects or applies wunderwriting restrictions to an
applicant for disability insurance must notify the applicant
of the existence of the association plan, requirements for
being accepted in it, and the procedure for applying teo it.

Section 12. Enrcilment by eligible person. (1) The
association plan must be open for enrollment by eligible
persons. An eligible person may enroll in the plan by
submission of a certificate of eligibility to the 1lead
carrier. The certificate must provide:

{a) the name, address, and age of the applicant and
length of the applicant's residence in this state;

{b} the name, address, and age of spouse and children,
if any, if they are to be insured;

({c) written evidence that he fulfills all of the
elements of an eligible person, as defined in (section 1];
and

(dy a designation of coverage desired.

(2) Within 30 days of receipt of the certificate, the
lead carrier shall either reject the application for failing
to comply with the requirements of subsection (1) cr forward

the eligible person a notice of acceptance and billing
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information. Insurance is effective tmmediatety-upon-receipt
of-—tha--fierst-—monthie--asaceiatien—-pian-—-premtum—-and--+a
retroactive--to--the--date--of-appiteations—1f-the-applicant
otherwise-compiies-with-fseettons-i-throngh-121 ON THE FIRST

OF THE MONTH FOLLOWING ACCEPTANCE,

(3) An eligible perscn may not purchase more than one
policy from the association plan.

{4) A person who obtalns coverage pursuant to this
section may not be covered for any preexisting conditicn
during the first 12 menths of coverage under the association
plan if the person was diagnosed or treated for that
condition during the &% years immediately preceding the
filing of an applicaticn. This subsection does not apply to
a person who bhas had continuous coverage  under an
individual, family, or group policy during the year
immediately preceding the filing of an application for
nonelective precedures.

{5) A CHANGE OF RESIDENCE FROM _MONTANA TO ANOTHER

STATE IMMEDIATELY TERMINATES ELIGIBILITY FOR RENEWAL OF

COVERAGE UNDER THE ASSOCIATION_ PLAN.

SECTION 13. LIABILITY OF ASSOCIATION MEMBERSHIP. NO

MEMBER OF THE ASSOCIATION IS LIABLE FOR THE ACTIONS OF THE

ASSOCIATION OR ITS LEAD CARRIER.
Section 14. Extension of authority. Any existing

authority of the commissioner of insurance to make rules on
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the subject of the provisions of this act is excended to the
provisions of this act.

Section 15. Codification instruction, Sections 1
through ##2 13 are intended to be cocdified as an integral
part of Title 33, and the provisions of Title 33 apply to
sections 1 through %2 13.

Section 16. Severability. If a part of this act 1is
invalid, all valid parts that are severable from the invalid
part remain in effect. If a part of this act is invalid in
one or more of its applications, the part remains in effect
in all wvalid applications that are severable from the
invalid applications,

Section 17. Effective date. (i)} Except for section 5,
this act is effective July L, 1985.

{2) Section 5 is effective July 1, 1987.

-End-
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STATEMENT OF INTENT
HOUSE BILL NO. 817

House Business and Labor Committee

A statement of intent is required for this bill because
it grants rulemaking authority to the commissioner of
insurance for the purpose of making effective the provisions
and purposes of this act.

The purpose of this act is to establish a mechanism

through which adequate levels of health insurance coverages

can be made available to residents of this state who are-

otherwise considered uninsurable. This bill establishes a
state assocliation or pool of which all insurers, health
service corporations, and fraternal ©beneflt - societies
providing health care benefits in- Montana are members.

It is intended that the pool coverage is the coverage
of "last resort™ and is not intended to duplicate coverages
from any other source, private or public. The mechanics of
the pool and its operations and Ffunctions must all be
established under a plan approved by the commissioner. The
pool is subject to the requirements of the insurance code
and has the general powers and authority of an insurer
licensed to transact health insurance business in this
state.

It is intended that the association board cof directors

@3’“ Legistative Councl

be responsible for the

association, subject’

insurance commissioner.

to

HB 0817/si

day-to-day operations of the

the

-2~

review and approval of the
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HOUSE BILL NO. 817
INTRODUCED BY KITSELMAN, ECK, JACOBSON, WINSLOW,

HAGER, KENNERLY, THOMAS, GOULD, BERGENE, GILBERT

A BILL FOR AN ACT ENTITLED: “"AN ACT TOC PROVIDE HEALTH
INSURANCE COVERAGE TO CERTAIN PERSONS INELIGIBLE FOR
COVERAGE FROM TRADITIONAL PROVIDERS OF HEALTH CARE BENEFITS
BY ESTABLISHING A MONTANA COMPREHENSIVE HEALTH ASSOCIATION
AND PLAN; TO REQUIRE PARTICIPATION IN THE ASSOCIATION BY
EACH HEALTH SERVICE CORPORATION, FRATERNAL BENEFIT SOCIETY,
AND INSURER PROVIDING HEALTH CARE BENEFITS 1IN THIS STATE;

AND PROVIDING EFFECTIVE DATES."

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

Section 1. Definitions. Rs used in [sections 1 through
32 13], the following definitions apply:

(1) “Association” means the comprehensive health
association created by [section 3].

(2) "Associaticon plan" means a policy of Iinsurance
coverage offered by the association through the 1lead
carrier.

(3) “Association plan premium" means the charge
determined pursuant to [section 8] for membership in the
association plan based on the benefits provided in {[section

6].
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{4) "Eligible person” means an individual who:

(a) is a resident of this state and has—-been-a
resident—-for--at--ieast--i---year——-immediateiy---praceding
appiication APPLIES for coverage under the association plan;
and

(b) within 6 months prior to the date of application,
has been rejected for disability insurance or health service
benefits by at least two insurers, societies, or health
service corporations, or has héd a réstrictive rider or
preexisting conditions limitation, which limitation is
required by at least two Lnsurers, societies, or health
service corporations, which has the effect of substantially
reducing coverage from that received by a person considered
a standard risk.

{(5) "Health service corporation" means a corporation
operating pursuant to Title 33, chapter 30, and offering or
selling contracts of disability insurance.

{(6) "Insurer" means a company operating pursuant to
Title 33, chapter 2 or 3, and offering or selling policies
or contracts of disability insurance, as provided in Title
33, chapter 22z.

{(7) "Lead carrier" means the licensed administrator or
insurer selected by the association to administer the
association plan.

(8) "Preexisting condition” means any condition for
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which an applicant for coverage under the associatlon plan
has received medical attention during the 5 years
immediately preceding the filing of an application.

(9) "Qualified plan" means those-heaith-benefrt-pians
certified-by--the--commissioner--as--providing~-the--minimum
benefita-required-by-fsection-Gi-er-the-actuariat-equivatent

af-—¢hose——benefits ANY PLAN, PROGRAM, CONTRACT, OR OTHER

ARRANGEMENT TQ THE EXTENT NOT EXEMPT FROM INCLUSION BY

VIRTUE OF THE PROVISIONS OF THE FEDERAL EMPLOYEE RETIREMENT

INCOME SECURITY ACT OF 1974 UNDER WHICH ONE OR _MCRE

EMPLOYERS, UNIQNS, OR OTHER ORGANIZATIONS PROVIDE TGO THEIR

EMPLOYEES OR MEMBERS, EITHER DIRECTLY OR INDIRECTLY THROUGH

A TRUST OR A THIRD PARTY ADMINISTRATOR, HEALTH CARE SERVICES

OR BENEFITS OTHER THAN THROUGH AN INSURER.

(10) "Society" means a fraternal benefit society
operating pursuant to Title 33, chapter 7, and offering or
selling certificates of disability insurance.

Section 2. Duties of the commissioner -- rules. The
commissioner shall:

(1) adopt rules teo carry out the provisions and
purposes of [sections 1 through 2 13});

[2) supervise the creation of the asscciation within
the limits described in [secticn 3};

{3) approve the selection of the lead carrier by the

asgoclation and approve the association's contract with the
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lead carrier, including the association plan coverage and
premiums to be charged;

{4) conduct periodic audits to assure the general
accuracy of the financial data submitted by the lead carrier
and the association; and

(5) undertake, directly or through contracts with
other persons, studies or demonstration projects to develop
awareness of the benefits of (sections 1 through #¥2 13] so
that the residents of this state may best avail themselves
of the health care benefits provided by [sections 1 through
2 13].

Section 3. Comprehensive health agsociation -

mandatory membership. (1) There is established a NONPROFIT

LEGAL ENTITY TO BE KNOWN AS THE MONTANA comprehensive health

association with participating membership consisting of all
insurers, societies, and health service corporations
licensed or authorized to do business in this state. The
association is exempt from taxation under the laws of this
state, and all property owned by the association is exempt
from taxation.

(2) All participating members shall maintain their
membership in the association as a condition for writing
health care benefits policies or contracts in this state,
The association shall submit its articles, bylaws, and

operating rules to the commissioner for approval.
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{3) The association may:

{(a) exercise the powers granted to insurers under the
laws of this state;

{b) sue or be sued;

(c) enter into contracts with insurers,
administrators, similar associations in other states, or
other éerscns for . the performance of administrative
functions; .

{d} establish administrative and accounting procedures
for the operation of the association;

(e} provide for the reinsuring of risks incurred as a
result of issuing the coverages required by members of the
association; aﬂﬂ.

() provide for the administration by the association
of policies that are reinsured pursuant to subsection
(3)(e).

Section 4. Asscciation board of directors -—
organization., (1) There 1is a board of directors of the
association, consisting of eight individuals:

{a) one from each of the seven participating members
of the association with the highest annual premium volume of
disability insurance contracts or health service corporation
contracts, derived Erom or on behalf of residents in the

previcus calendar year, as determined by the commissioner;

and
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(b} a member at large, appointed by the commissioner
to represent the public interest, who shall serve in an
advisory capacity only.

(2) Each of the seven board members representing the

association members is entitled to A WEIGHTED AVERAGE vote,

in person or by proxy, based on the association member's
annual MONTANA premium volumey. in--acesrdance—-with--the

fottowing-schedutes

§~—-2807886-=~~§-479997999 = ———mm 3 yore_
--5+8687606--—-— 979897999 - e 2-votes
~-107680807088-————~ 3479997999~ m e 3-votes
~35700087668-0r-mOr@-—— - d4-votes

{3) Members of the board may be reimbursed from the
money of the association for expenses incurred by them dué
to their service as board members but may not otherwise be
compensated by the association for their services. The costs
of conducting the meetings of the association and its board
of directors must be borne by participating members of the
association in accordance with [section 9],

Section 5. Minimum benefits of association plan. The
association through the association plan- shall offer a
policy that provides at least the benefits of a gqualified
plan as required by [section 6). ’

Section 6. Qualified plan =- minimum benefits. a plan

of health coverage must be certified as a quaiified plan if
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it otherwise meets the requirements of Title 33, chapters

15, 22 EXCEPTING PART 7, and 30, and other 1laws of this

state, whether or not the policy is issued in this state,
and meets or exceeds the following minimum standards:

(1} The minimum benefits for an insured must, subject
to the other provisions of this section, be equal to at
least 80% of the covered expenses required by this section
in excess of an annual deductible that does not exceed
$1,000 per perscn. The coverage must include a limitation of
$5,000 per person on the total annual out-of-pocket expenses
for services covered under this section. Coverage must. be
subject to a maximum lifetime benefit, but such maximums may
not be less than $100,000.

(2) Covered expenses must be the usual and customary
charges for the following services and articles when
prescribed by a physician or other licensed health care
professional provided for in 33-22-111:

(a) hospital services;

(b) professional services for the diagnosis or
treatment of injuries, illness, or conditions, other than
dental;

(c) use of radium or cther radicactive materials;

(d} oxygen;

{e} anesthetics;

{£) diagnostic x-rays and laboratory tests, except as
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specifically provided in subsection (3):

(g) services of a physical therapist;

{h) transportation provided by licensed ambulance
service to the nearest facility qualified toe treat the
condition;

(i) oral surgery for the gums and tissues of the mouth
when not performed in connection with the extraction or
repair of teeth or in connection with TMJ:

(j) rental or purchase of medical equipment, which
shall be reimbursed after the deductible has been met at the
rate of 50%, up to a maximum of $§1,000;

(k) prosthetics, other than dental; AND

(1) services of a licensed home health agency, up to a
maximum of 180 visits per year;—and

tmy—-necesspry--care-—and-—treatment-of-mentai-iiinessy
atecholtamy-and-drug-addictions-as-provided-in-33-22-763.

(3) (a) Covered expenses for the services or articles
specified in this section do not include:

(i} drugs requiring a physician's prescription;

{ii) services of a nursing home;

(iii) home and office calls, except as specifically
provided in subsection (2);

(iv) rental or purchase of durable medicél equipment,
except as specifically provided in subsection (2);

(v) the Ffirst $20 of diagnostic x—ray and laboratory

-8- HB 817



B N

i

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

25

HB 0817/02

charges in each l4-day period;

(vi) oral surgery, except as specifically provided in
subsection (2);

(vii) that part of a charge for services or articles
which éxceeds the prevailing charge in the locality where
the service is provided; or

(viii) care that is primarily for custodial or
domiciliary purposes which would not qualify as eligible
services under medicare.

{b) Covered expenses for the services or articles
specified in this section do not include charges for:

(i) care or for any injury or diseaseé either arising
out of an injury in the course of employment and subject to
a workers' compensation or similar law, for--which--benafies
are——--payabie---without---regard--to--fauit--under--coverage
statutority-required-to-be-contatned-in-any-motor-vehicte-ar
other-——tiabtitty----insurance--——-poticy-——-or----aguivatent
satf-insurance;—-ar For which benefits are payable under
another policy of disability insurance or medicare;

(ii) treatment for cosmetic purposes other than surgery
for the repair or treatment of an injury or congenital
bodily defect to restore normal bodily functions;

(iii) travel other than transportation prcovided by a
licensed ambulance service to the nearest facility qualified

to treat the condition;
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{iv) confinement in a private room to the extent it is
in excess of the institution's charge for its most common
semiprivate room, unless the private room is prescribed as
medically necessary by a physician;

(v) services or articles the provision of which is not
within the scope of authorized practice of the institution
or individual rendering the services or articles;

(vi) crgan transplants uniess---prie¢t---approvai-—-—is
received-from-the-board-ocf-directora-of-the-asssciation;

(vii) room and board for a nonemergency admission on
Friday or Saturday;

(viii) pregnancy, except complications of pregnancy:;

(ix) routine well baby care;

(¥x) complications to a newborn, unless no other source
of coverage is available;

(xi) sterilization or reversal of sterilization;

(xii) abortion, unless the life of the mother would be
endangered if the fetus were carried to term;

(xiii) weight modification or modification of the body
to improve the mental or emotional well-being of an insured;

{xiv) artifieial ingemination or treatment for
infertility; or

{xv) breast augmentation or reduction.

Section 7. Certification of qualified plan. Upon

application by the association or the lead carrier for
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certification of & plan of health coverage as a qualified
plan for the purposes of [sections 1 through 2 ;g],_ the
commissioner shall make a determination within 90 days as to
whether the plan is qualified. If dJdetermined to be
gualified, the plan of health coverage must be labeled as a
"qualified plan” on the front of the policy.

Section 8. Assocliation plan premium. The association
shall establish the schedule of premiums tc be charged
eligible persons for membership in the assoclation plan. The
schedule of premiums may not be less than 150% or meore than
400% of the average premium rates charged by the five
largest insurers with the largest individual qualified plan
of insurance in force in this-state. The premium rates of
the -five insurers used to establish the premium rates for
each type of coverage cffered by the asscciation must be
determined by the commissioner from information provided
annually by all insurers at the request of the commissioner.
The information requested must 1include the number of
qualified plans or actuarial equivalent plans offered by
each insurer, the rates charged by the insurer for each type
of plan offered by the insurer, and any other information
the commissioner c¢onsiders necessary. The commissioner
ASSOCIATION shall wutilize generally acceptable actuarial
principles and structurally compatible rates.

Section %. Qperation of association plan. (1) Upon
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acceptance by the lead carrier wunder I{section 12], an
eligible person may enroll in the association plan by
payment of the association plan premium to the lead carrier.

{2) Not less than %98% 88% of the association plan
premiums paid to the lead carrier may be used to pay claims
and not more than 8% 12% may be used £for payment of the
lead carrier's direct and indirect expenses as specified in
[section 10].

(3} Any income in excess of the costs incurred by the
association in providing reinsurance or administrative
services must be held at interest and used by the
association to offset past and future losses due to claims
expenses of the association plan or be allocated to reduce
asscociation plan premiums.

(4) PBach participating member of the association shall
share the losses due to claims expenses of the association
plan for plans issued or approved for issuance by the
association and shall share in the operating and
administrative expenses incurred or estimated to be incurred
by the assoclation incident to the conduct of its affairs.
Claims expenses of the association plan that exceed the
premium payments allocated to the payment of benefits are
the liability of the assoclation members. Association
members shall share in the claims expenses of the

associaktion plan and operating and administracive expenses
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of the association in an amount equal to the ratio of:

{a) the association member's total disability
insurance premium received from or on behalf of Montana
residents divided by;

(b) the total disability premium received by all
association members from or on behalf of Montana residents,
as determined by the commissioner.

(5) The association shall make an annual determination
of each association member's liability, if any, and may make
an annual fiscal yearend assessment if necessary, The
association may also, subject to the approval of the
commissioner, provide for interim assessments against -the
association members as may be necessary to assure the
financial capability of the association in meeting the
incurred or estimated claims expenses of the association
plan and operating and administrative expenses of the
association until the association's next annual fiscal
yearend assessment. Payment of an assessment is due within
30 days of receipt by an asscciation member of a written
notice of a fiscal yearend or interim assessment. Failure
by a contributing member to tender to the association the
assessment within 30 days is grounds for termination of
membership. An agssociation member that ceases to do
disability insurance business within the state remains

liable for assessments through the calendar year during
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which disability insurance business ceased. The association
may decline to levy an assessment against an association
member if the.assessment, as determined pursuant to this
section, would not exceed $10.

{(6) Any annual fiscal yearend or interim assessment
levied against an association member may be offset, in an
amount egual to the assessment paid to the association,
against the premium tax payable by that association member
pursuant to 33-2-705 for the year in which the annual fiscal

yearend or interim assessment is levied. The department-cf

revenne INSURANCE COMMISSIONER shall, each year the
legislature meets in regular session, on or before January
15, report to the legislature the total amount of premium
tax offset claimed by association members during the
preceding biennium.

Section 10, Administration of assoeiation plan --
rules. (1) Any member of the association may submit to the
commissioner policies to be proposed to serve as the
association plan. The commissioner shall prescribe by rule
the time and manner of the submission,

(2) Upon the commissioner's approval of the policy
forms and contracts submitted, the association shall select
policies and contracts by a member or members of the
association to be the association plan. The association

shall select one lead carrier to issue the qualified plans.
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The board of directors of the association shall prepare
appropriate specifications and bid forms and may solicit
bids from Llicensed administrators and the members of the
association for the purpose of selecting the lead carrier.
The selection of the lead carrier must be based upon
criteria established by the board of directors,

(3} The lead carrfier shall perform all administrative
and claims payment functions required by this section upon
the commissioner's apprcval of the policy forms and
contracts submitted. The lead carrier shall provide these
services for a period of at least 3 years, unless a request
to terminate is approved by the association and the
commissioner. The association and the commissioner shall
approve or deny a reguest to terminate within 90 days of its
receipt. A failure to make a Einal decision on a request to
terminate within the specified period is considered an
approval. The association shall iavite submissions of policy
forms from members of the association, including the lead
carrier, 6 months prior to the expiration of each 3-year
pericd. The association shall follow the procedure provided
in subsection (2) in selecting a lead carrier for the
subsequent 3-year period or, if a request to terminate is
approved, on or before the end of the 3-year period.

(4) The 1legad carrier shall provide all eligible

persons involved in the association plan an individual
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certificate setting forth a statement as to the insurance
protection to which the person is entitled, the method and
place of filing claims, and to whom benefits are payable.
The certificate must indicate that coverage was obtained
through the association.

(5) The lead carrier shall submit to the association
and the commissioner on a semiannual basis a report of the
operation of the association plan. The assoclation must
determine the specific information to be contained in the
report prior tc the effective date of the association plan.

{6) The 1lead carrier shall pay all claims pursuant to
[sections 1 through %2 13] and shall indicate that the claim
was palid by the assoclation plan. Each claim payment must
include information specifying the procedure involved in the
event a dispute over the amount of payment arises.

(7) The lead carrier must be reimbursed from the
association plan premiums received for its direct and
indirect expenses. Direct and indirect expenses include a
procated reimbursement for the portion of the lead carrier's
administrative, printing, c¢laims administration, management,
and building overhead expenses, which are assignable to the
maintenance and administration of the association plan. The
association must approve cost accounting ‘methods to
substantiate the lead carrier's cost reports consistent with

generally accepted accounting principles. Direct and
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indirect expenses may not include costs directly related to
the original submission of policy forms prior to selection
as the lead carrier.

(8) The lead carrler is, when carrying out its duties
under ({sections 1 through 2 13], an agent-of INDEPENDENT
CONTRACTOR FOR the association and is etviity INDIVIDUALLY
liable for 1ts actions, subject to the laws of this state.

Section 11. Solicitation of eligible persons. (1) The
association, pursuant to a plan approved by the
commissioner, shall disseminate appropriate information to
the residents of this state regarding the existence of the
association plan and the means of enrollment. Means of
communication may include use of the press, radio, and
televiasion, as well as publication in appropriate state
offices and publications.

(2} The association shall devise and implement means
of maintaining pubiic awareness of [sections 1 through 2
13]) and shall administer [sections 1 through %2 13] in a
manner which facilitates public participation in the
association plan.

(3) All licensed disability insurance agents may
engage in the gellinq or marketing of qualified association
plans. The lead carrier shall pay an agent's referral fee of
$25 to each licensed disability insurance agent who refers

an applicant to the association plan, if the applicant is
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accepted., The referral fees must be paid to the 1lead
carrvier from money received as premiums for the assoc¢iation
plan. )

{4) An insurer, socliety, or health service corporaticon
that rejects or applies underwriting restrictions to an
applicant for disability insurance must notify the applicant
of the existence of the association plan, requirements for
being accepted in it, and the procedure for applyin§ to it.

Section 12. Enrollment. by eligible person. (1) The
association plan must be open for enrollment by eligible
persons. An eligible person may enroll in the plan by
submission of a certificate of eligibility to the 1lead
carrier. The certificate must provide:

{a) the name, address, and age of the applicant and
length of the apﬁlicant's residence in this state;

(b} the name, address, and age of spouse and children,
if any, if they are to be insured;

(c) written evidence that he fulfills all of the
elements of an eligible person, as defined in [section 11;
and

{d) a designation of coverage desired.

{2) Within 30 days of receipt of the certificate, the
lead carcrier shall either reject the application for failing
to comply with the requirements of subsection (1) or forward

the eligible person a notice 'of acceptance and billing
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information. Insurance is effective tmmediateliy-upon-receipt
of——the--first--monthls--assectation--pian--premium--and--is

retroactive—-to——the——date--of-appiicationr-+f-the-applieant

otherwise-compiies—with-taeections~t-through-+23 ON THE FIRST

OF THE MONTH FOLLOWING ACCEPTANCE.

{3) An eligible person may not purchase more than one
policy from the association plan.

{(4) A person who obtains coverage pursuant to this
section may not be covered for any preexisting condition
during the Eirst 12 months of coverage under the association
plan if the person was diagnosed or treated for that
condition during the 5 years immediately preceding the
filing of an application. This subsection does not apply to
a person who has had cohtinuous coverage under an
individual, family, or group policy during the year
immediately preceding the filing of an application for
nonelective procedures.

{(53) A (CHANGE OF RESIDENCE FROM MONTANA TQ ANQTHER

STATE IMMEDIATELY TERMINATES ELIGIBILITY FOR RENEWAL OF

COVERAGE UNDER THE ASSOCIATION PLAN,

SECTION 13. LIABILITY OF ASSOCIATION MEMBERSHIP, NO

MEMBER OF THE ASSOCIATION IS LIABLE FOR THE ACTIONS OF THE

ASSOCIATION OR ITS LEAD CARRIER.

Section 14. Extension of authority. Any existing

authority of the .commissioner of insurance to make rules on
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the subject of the provisions of this act is extended to the
provisions of this act.

Section 15. Codification instruction., Sections 1
through %2 13 are intended to be codified as an integral
part of Title 33, and the provisions of Title 33 apply to
sections 1 through 2 13.

Section 16. Severability. If a part of this act is
invalid, all valid parts that are severable from the invalid
part remain in effect. If a part of this act is invalid in
one or more of its applications, the part remains in effect
in all wvalid applications that are severable Ffrom the
invalid applications.

Section 17. Effective date. (1) Except for section 5,
this act is effective July 1, 1985,

{2} Section 5 is effective July 1, 1987.

-End-
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SENATE STANDING COMMITTEE REPORT

............ MARCH 13, .. . ....1285
MR. PRESIDENT
We, your COMMIttee On........... .................. PUBLIC HEALTH, WELFARE. AND. .SAFETY .. ...

having had under CoNSIAration...... .. e eeee e HOUSE. BILL. ..., No....817 ..

THIRD reading copy { _BLUE |

color

HEALTH INSURANCE POOLING ACT

KITSELMAN (HAGER)
Respectfully report as follows: That. .....oveviiiiiiiiin i HQUSE..BILL......cooociivnnnn. No..817. ...

be amended as follows:

1. Title, line 11,
Following: 1line 10.
Insert: "INSURANCE ARRANGEMENT,"

2. Page 2, line 18.

Following: 1line 17.

Insert: "(6) "Insurance arrangement” means any plan, program
contract, or other arrangement to the extent not exempt
from inclusion by virtue of the provisions of the federal
employee retirement income security act of 1974 under which
one or more employers, unions, or other organizations provide
to their employees or members, either directly or indirectly
through a trust of a third party administrator, health care
services or benefits other than through an insurer."

Renumber: subsequent subsections

3. Page 3, lines 7 through 4.

Following: "benefi+s" in line 7.

Strike: remainder of line 7 through line 14.

Insert: "those health benefit plans certified by the commissioner
as providing the minimum benefits reguired by [%ection @
or the acturial eqguivalent of those benefits."

4. Page 4, line 1l6.

Following: "insurers,"
Insert: '"insurance arrangements,"”

:ﬁ& DX RAHX

RINQKRASEX AND AS AMENDED
) BE CONCURRED IN
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1 STATEMENT OF INTENT

2 HOUSE BILL NO. 817

3 House Business and Labor Committee

4

5 A statement of intent is required for this bill because

6 it grants rulemaking authority to the commissioner of

7 insurance for the purpose of making effective the provisions

8 and purposes of this act.

9 The purpose of this act is to establish a mechanism
10 through which adequate levels of health insurance coverages
11 can be made available to residents of this state who are
12 otherwise considered uninsurable. This bill establishes a
13 state association or peol of which all insurers, health
14 gervice corporations, and Ffraternal benefit societies
15 providing health care benefits in Montana are members.

16 It is intended that the pool coverage is the coverage
17 of "last resort” and is not intended to duplicate coverages
18 from any other source, private or public. The mechanics of
19 the pool and its operations and Functions must all be
20 established under a plan approved by the commissioner. The
21 pool is subject to the reqguirements of the insurance code
22 and has the general powers and authority of an insurer
23 licensed to transact health insurance business in this
24 state.

25 It 1is intended that the association board of directors

mmrana legis/acive coOunc!

2

be responsible for the déy-to—day

association, subject

insurance commissioner.

to

the
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review
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HOUSE BILL NO. 817
INTRODUCED BY KITSELMAN, ECK, JACOBSON, WINSLOW,

HAGER, KENNERLY, THOMAS, GOULD, BERGENE, GILBERT

A BILL FOR AN ACT ENTITLED: "AN ACT TO PROVIDE HEALTE
INSURANCE COVERAGE TQ CERTAIN PERSONS INELIGIBLE FOR
COVERAGE FROM TRADITIONAL PROVIDERS OF HEALTH CARE BENEFITS
BY ESTABLISHING A MONTANA COMPREHENSIVE HEALTH ASSOCIATION
AND PLAN; TO REQUIRE PARTICIPATION IN THE ASSOCIATION BY
EACH HEALTH SERVICE CORPORATION, FRATERNAL BENEFIT SOCIETY,

INSURANCE ARRANGEMENT, AND INSURER FPROVIDING HEALTH CARE

BENEFITS IN THIS STATE; AND PROVIDING EFFECTIVE DATES."

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

Section 1. Definitions. As used in [sections 1 through
32 13], the following definitions apply:

(1) "Association” means the comprehensive health
association created by [section 3).

{2) "Association plan" means a policy of insurance
coverage offered by the association through the lead
carrier.

(3) "Association plan premium” means the charge
determined pursuant to [section 8] for membership in the

association plan based on the benefits provided in [section
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(4) "Eligible person" means an individual who:

(a) is a resident of this state and has—-bhesn-a
restdent--for--at--iteast——i---year---immediatety---preceding
application APPLIES for coverage under the association plan;
and

{b) within 6 months prior to the date of application,
has been rejected for disability insurance or health service
benefits by at least two insurers, societies, or -health
sarvice corporations, or has had a restrictive rider or
preexisting conditions limitation, which 1limitation is
required hy at least two insurers, societies, or health
service corporations, which has the effect of substantially
reducing coverage from that received by a person considered
a standard risk.

(3) *“Health service corporation” means a corporation
operating pursuant to Title 33, chapter 30, and offering or
selling contracts of disability insurance.

{6) "INSURANCE ARRANGEMENT" MEANS ANY PLAN, PROGRAM,

CONTRACT, OR OTHER ARRANGEMENT TQ THE EXTENT NOT EXEMPT FROM

INCLUSION BY VIRTUE OF THE PROVISIONS OF THE FEDERAL

EMPLOYEE RETIREMENT INCOME SECURITY ACT OF 1974 UNDER WHICH

ONE OR MORE EMPLOYERS, UNIONS, OR OTHER ORGANIZATIONS

PROVIDE TO THEIR EMPLOYEES OR MEMBERS, EITHER DIRECTLY OR

INDIRECTLY THROUGH A TRUST QF A THIRD-PARTY ADMINISTRATOR,

HEALTH CARE SERVICES OR RBENEFITS OTHER THAN THROQUGHE AN

2= HB Bl7
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INSURER.

t63(7) "Insurer" means a company operating pursuant to
Title 33, chapter 2 or 3, and offering or selling policies
or contracts of disability insurance, as provided in Title
33, chapter 22.

¢#3(8) "Lead carrier" means the licensed administrator
or insurer selected by the association to administer the
association plan.

t83(9) "Preexisting condition” means any conditiocn for
which an applicant for coverage under the association plan
has received medical attention during the &5 vyears
immediately preceding the filing of an application.

t9¥(10) "Qualified plan" means those-—heatth--benefit
pians-cereifred-by-the-commissiener-as-previding-the-minimum
benefien-regquired-by-faection-6t-or-the-actuartat-equivatent

of--those-—-benefits AN¥--PbAN;--PROGRAM7-CONERACT;-OR-OPHER

ARRANGEMENT -PO-FHE- -EXPENT--N6F--EXEMPP--FROGM--INEBUSION--B¥

VIRPUE--OF -PHE-PROVISIONS-OF-FHE-FEBERAL-EMPROYEE-RETIREMENT

EINEOMB--GEEHRIT¥--AC€T--OP--1974--HUNBER-~WHIEH-—OGNB--OR--MORE

EMPEO¥ERGy—-UNIONS7--OR-OFHER-BREANI GAPIONS-PROVIBE-PO-FHEIR

EMPREY¥ERS~-OR-MEMBERSy-E¥PHER-B¥REEFh¥-OR-INDIRECFR¥--FHROUEH

A-PRHSP-OR-A-FHIRB-PARTY-ABMIN:STRATOR; -HEADTH-CARE-SERVICES

GR--BENEFPIPS--OTHER-—PHAN--PHROUSH-—AN-INSHRER+ THOSE HEALTH

BENEFIT PLANS CERTIFIED BY THE COMMISSIONER AS PROVIDING THE

MINIMUM BENEFITS REQUIRED BY SECTION 6 OR THE ACTUARIAL

-3 HB 817
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EQUIVALENT OF THOSE BENEFITS.

£38%(11) "Society” means a fraternal henefit society
operating pursuant to Tiﬁle 33, chapter 7, and offering or
selling certificates of disability insurance.

Section 2, Duties of the commissioner -- rules. The
commissioner shall:

(1) adopt rules tco carry out the provisions and
purposes of [sections 1 through %2 13]:

(2) supervise the creation of the association within
the limits described in [section 3];

(3) approve the selection of the lead carrier by the
association and approve the association's contract with the
lead carrier, including the asscciation plan coverage and
premiums to be charged;

(4) conduct periodic audits to assure the general
accuracy of the financial data submitted by the lead carrier
and the association; and

(5) undertake, directly or through c¢ontracts with
other persons, studies or demonstration projects to develop
awareness of the benefits of [sections 1 through ¥2 13] so
that the residents of this state may best avail themselves
of the health care benefits provided by (sections 1 through
2 13].

Section 3. Comprehensive health asscciation -

mandatory membership. (1) There is established a NONPROFIT

~4- HB B17
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LEGAL ENTITY TO BE KNOWN AS THE MONTANA comprehensive health

association with participating membership consisting of all

insurers, INSURANCE ARRANGEMENTS, societies, and health

service corporations licensed or authorized to do business
in this state. The association is exempt from taxation
under the laws of this state, and all property owned by the
association is exempt from taxation.

{2) All participating members shall maintain their
membership in the association as a condition for writing
health care benefits policies or contracts in this state.
The association shall submit its articles, bylaws, and
operating rules to the commissioner for approval.

(3) The association may:

(a) exercise the powers granted to insurers under the
laws of this state;

(b) sue or be sued;

(c) enter into contracts with insurers,
administrators, similar associaticns in other states, or
other persons for the performance of administrative
functicns:

{d) establish administrative and accounting procedures
for the operation of the association;

(e} provide for the reinsuring of risks incurred as a

result of issuing the coverages reguired by members of the

assoclation; and
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{f] provide for the administration by the association
of policies that are reinsured pursuant to subsection
{3)(e).

Section 4. Associatien board of directors -
arganization. (1) There is a board of directors of the
association, consisting of eight individuals:

(a) one from each of the seven participating members
of the association with the highest annual premium volume of
disability insurance contracts or health service corporation
contracts, derived from or on behalf of residents in the
previous calendar year, as determined by the commissioner;
and

{b}) a member at large, appointed by the commissioner
to represent the public interest, who shall serve in an
advisory capacity only.

(2) EBach of the seven board members representing the

association members is entitled to A WEIGHTED AVERAGE vote,

in person or by proxy, based on the association member's
annual MONTANA premium volumer. tn--acesrdance—-with-—tha

following-scheduies

§-—-2087008-——-§-4795995999 - r-vore-
--5766087868-----~ 9799937999~ 2-votes
-18580807068-- -~ 14799937399 - m oo 3-votes
-15780070B8-0r-more -~ 4-votrea

(3) Members of the board may be reimbursed from the
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money of the association for expenses incurred by them due
to their service as board members but may not otherwise be
compensated by the association for their services. The costs
of conducting the meetings of the association and its board
of directors must be borne by participating members of the
association in accordance with [section 9}.

Section 5. Minimum benefits of association plan. The
association through the association plan shall affer a
policy that provides at least the benefits of a qualified
plar as required by [section 6].

Section 6, Qualified plan -- minimum benefits. A plan
of health coverage must be certified as a qualified plan if
it otherwise meets the requirements of Title 33, chapters

15, 22 EXCEPTING PART 7, and 30, and other laws of this

state, whether or not the peolicy is issued in this state,
and meets or exceeds the following minimum standards:

{1) The minimum benefits for an insured must, subject
to the other provisions of this section, be equal to at
least 80% of the covered expenses required by this section
in excess of an annyal deductible that dces not exceed
§1,000 per person. The coverage must include a limitation of
$5,000 per person on the total annual out-of-pocket expenses
for services covered under this section. Coverage must be
subject to a maximum lifetime benefit, but such maximums may

not be less than $100,004.

-7- HB 817
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(2) Covered expenses must be the usual and customary
charges for the Eallowing services and articles when
prescribed by a physician or other licensed health care
professional provided feor in 33-22-111:

(a) hospital services;

{b} professional services for the diagnosis or
treatment of injuries, illness, or conditions, other than
dental;

{c) use of radium or other radicactive materials;

(d) oxygen:

(e) anesthetics;

() diagnostic x-rays and laboratory tests, except as
specifically provided in subsection (3);

(g) services of a physical therapisctc;

(h}) transportation provided by licensed ambulance
service to the nearest facility gqualified to treat the
condition;

{i) oral surgery for the gums and tissues of the mouth
when not performed in connection with the extraction or
repair of teeth or in connection with TMJ;

{j} rental or purchase of medical equipment, which
shall be reimbursed after the deductible has been met at the
rate of 50%, up to a maximum of $1,000;

(k) prosthetics, other than dental: AKD

(l) services of a licensed home health agency, up to a

-8- HB 817
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maximuym of 180 visits per yearsy-and
tmi--neeessary-—-carea-—and--trearmene-of-mentat-ritnes=;
aicohotiamy-and-drug-addictiony-as-provided-in-33-22-3763,

(1) [a) Covered expenses for the services or articles
specified in this section do not include:

(1) drugs requiring a physician’'s prescription;

{ii) services of a nursing home;

(iii) home and office calls, except as specifically
provided in subsecticn (2);

(iv} rental or purchase of durable medical equipment,
except as specifically provided in subsection (2):

{v) the first $20 of diagnostic x-ray and laboratory
charges in each l4-day period:

(vi} oral surgery, except as specifically provided in
subsection (2);

{vii) that part of a charge for services or articles
which exceeds the prevailing charge in the locality where
the service is provided; or

(viii} care that is primarily for custodial or
domiciliary purposes which would not qualify as eligible
services under medicare.

(b} Covered expenses for the services or articles
specified in this section do not include charges for:

{1) care or for any injury or disease either arising

out of an injury in the course of employment and subject to

9 HB 817
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a workera' compensation or similar law, fer--which--benefieas

- are---payabie---without---regard--to--fanit-—-under--coverage

statuterity-required-to-be-contained-in-any-motor-vehicte-or
other---tiabitity----itnsurance----policy----or----equivatent
seif-insurances~-o¢ for which benefits are payable under
another policy of disability insurance or medicare;

{ii} treatment for cosmetic purposes other than surgery
for the repair or treatment of an injury or congenital
bodily defect to restore normal bedily functions;

{iii) travel other than transportation provided by a
licensed ambulance service to the nearest facility qualified
to treat the condition;

{iv) confinement in a private room to the extent it is
in excess of the institution's charge for its most common
semiprivate room, unless the private room is prescribed as
medically necessary by a physician;

{v) services or articles the provision of which is not
within the scope of authorized practice of the institution
or individual rendering the services or articles;

{vi) organ transplants unless—--prisr---approvai-—-is
receirved-from-the-board-sf-directors-of-the-assoctation;

{vil) room and board for a nonemergency admission on
Friday or Saturday;

{viii) pregnancy, except complications of pregnancy;

{ix) routine well baby care;

-10- HB 817
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(x) complications to a newborn, unless no other source
of coverage is available;

{xi) sterilization or reversal of sterilization:

(xii) abortion, unless the life of the mother would be
endangered if the fetus were carried to term;

(xiii) weight modification or medificarion of the body
to improve the mental or emotional well-being of an insured:;

(xiv) artificial ingemination or treatment for
infertility; or

{xv) breast augmentation or reduction.

Secticn 7. Certification of gqualified plan. Upon
application by the association or the lead carrier for
certification of a plan of health coverage as a qualified
plan for the purposes of [sections 1 through %2 13], the
commissioner shall make a determination within 90 days as to
whether the plan is qualified. If determined to be
qualified, the plan of health coverage must be laheled as a
"qualified plan" on the front of the policy.

Section B. Association plan premium. The association
shall establish the schedule of premiums to be charged
eligible persons for membership in the association plan. The
schedule of premiums may not be less than 150% or more than
400% of the average premium rates charged by the five
largest insurers with the largest individual gualified plan

of insurance in force in this state., The premium rates of
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the five insurers used to establish the premium rates for
each type of coverage offered by the association must be
determined by the commissioner from information provided
annually by all insurers at the request of the commissioner.
The information requested must include the number of
qualified plans or actuarial equivalent plans offered by
each insurer, the rates charged by the insurer for each type
of plan offered by the insurer, and any other information
the commissioner considers necessary. The ecommissiener
ASSOCIATION shall wutilize generally acceptable actuarial
principles and structurally compatible rates.

Section 9. Operation of association plan. (1} Upon
acceptance by the lead carrier wunder [section 12], an
eligible person may enroll in the association plan by
payment of the association plan premium to the lead carrier.

(2) Not less than 98% 88% of the association plan
premiums paid to the lead carrier may be used to pay claims
and not more than 8% 12% may be used for payment of the
lead carrier's direct and indirect expenses as specified in
[section 101%.

(3) Any income in excess of the costs incurred by the
association in providing reinsurance or administrative
services must be held at interest and used by the
association to offset past and future losses due to claims

expenses of the association plan or be allocated to reduce
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association plan premiums.

{4) Each participating member of the association shall
share the losses due to claims expenses of the asscciation
pian for plans issued or approved for issuance by the
association and shall share in the coperating and
administrative expenses incurred or estimated to be incurred
by the asscociation incident to the conduct of its affairs.
Claims expenses of the asscociation plan that exceed the
premium payments allocated tc the payment of benefits are
the liability of the association members. Association
members shall share in the claims expenses of the
association plan and operating and administrative expenses
of the association in an amount equal to the ratio of:

(a) the association member's total disability
insurance premium received from or on behalf of Montana
residents divided by;

(b) the total disability premium received by all
association members from or on behalf of Montana residents,
as determined by the commissioner,

{5) The association shall make an annual determination
of each association member's liability, if any, and may make
an annual flscal yearend assessment If necéssary. The
association may also, subject to the approval of the
commissioner, provide for interim assessments against the

@ssoclation members as may be necessary to  assure the
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financial capability of the association in meeting the
incurred or estimated c¢laims expenses of the association
plan and operating and administrative expenses of the
association wuntil the association's next annual fiscal
yearend assessment. Payment of an assessment is due within
30 days of receipt by an association member of a written
notice of a fiscal yearend or interim assessment. Failure
by a contributing member to tender to the association the
assessment within 30 days 1is grounds £for termination of
membership. An assoclation member that ceases to do
disability insurance business within the state remains
liable for assessments through the calendar year during
which disability insurance business ceased. The association
may decline to levy an assessment against an association
member if the assessment, as determined pursuant t¢ this
section, would not exceed $10.

(6) Any annual fiscal yearend or interim assessment
levied against an association member may be offset, in an
amount egual to the assessment paid to the association,
against the premium tax payable by that association member
pursuant to 33-2-705 for the year in which the annual fiscal
yearend or interim assessment is levied. The department-=f

revende INSURANCE COMMISSIONER shall, each year the

legislature meets in regular sessicon, on or before January

15, report to the legislature the total amount ¢f premium
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tax offset claimed hy association members during the
preceding biennium.

Section 10. Administration of association plan --
rules. (1) Any member of the asséciation may submit to the
commissioner policies to be proposed to serve as the
association plan. The commissioner shall prescribe by rule
the time and manner of the submission.

{2) Upon the commissioner's approval of the policy
forms and contracts submitted, the association shall select
policies and contracts by a member or members of the
association to be the association plan. The asscciation
shall select one lead carrier to issue the gualified plans.
The board of directors of the association shall prepare
appropriate specifications and bid forms and may solicit
bids from licensed administrators and the members of the
association for the purpose of selecting the lead carrier.
The selection of the lead carrier must be based upon
criteria established by the board of directors.

{3) The lead carrier shall perform all administrative
and c¢laims payment functions required by this section upon
the c¢ommissioner's approval of the policy forms and
contracts submitted. The lead carrier shall provide these
services for a period of at least 3 years, unless a request
o terminate is approved by the association and the

commissioner., The association and the commissioner shall
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approve or deny a request to terminate within 90 days of irs
receipt. A failure to make a final decision on a request to
terminate within the specified pericd is considered an
approval. The association shall invite submissians of policy
forms from members of the association, including the lead
carrier, & months prior to the expiration of each 3-year
period. The association shall follow the procedure provided
in subsection (2) in selecting a 1lead carrier for the
subsequent 3-year period or, if a request to terminate is
approved, on or before the end of the 3-year period.

(4) The 1lead carrier shall provide all eligible
pérsons involved in the association plan an individual
certificate setting forth a statement as to the insurance
protection to which the person is entitled, the method and
place of filing claims, and to whom benefits are payable.
The certificate must indicate that coverage was obtained
through the association.

(S) The lead carrier shall submit to the association
and the commissioner on a semiannual basis a report of the
coperation of the association plan. The association must
determine the specific information to be contained in the
report prior to thé effective date of the association plan.

(6) The lead carrier shall pay all claims pursuant to
[sections 1 through #2 13] and shall indicate that the claim

was paid by the association plan. Each claim payment must
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include information specifying the procedure involved in the
event a dispute over the amount of payment arises.

{7} The lead carrier must be reimbursed from the
association plan premiums received for its direct and
indirect expenses. Direct and indirect expenses include a
prorated reimbursement for the portion of the lead carrier's
administrative, printing, claims administration, management,
and building overhead expenses, which are assignable to the
maintenance and administration of the association plan. The
association must approve cost accounting methods to
substantiate the lead carrier's cost reports consistent with
generally accepted  accounting principles. Direct and
indirect expenses may not include costs directly related to
the original gsuybmission of policy forms prior to selection
as the lead carrier.

(8) The lead carrier is, when carrying out its duties
under ([sections 1 through %2 13], an mgent-of INDEPENDENT
CONTRACTOR FOR the association and is eiviity INDIVIDUALLY
liable for 1its actions, subject tb the laws of this state.

Section l11. Solicitation of eligible persons. (1) The
association, pursuant ta a plan approved by the
commissioner, shall disseminate appropriate information to
the residents of this state regarding the existence of the
association plan and the means of enrollment. Means of

communication may include use of the press, radio, and
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television, as well as publication in appropriate state
offices and publications.

{2} The association shall devise and implement means
of maintaining public' awareness of [sections 1 through 2
13]) and shall administer [sections 1 through 132 3] in a
manner which facilitates public participation in the
association plan.

(3) All licensed disability insurance agents may
engage in the selling or marketing of qualified association
plans. The lead carrier shall pay an agent's referral fee of
$25 to each licensed disability insurance agent who refers
an applicant to the association plan, if the applicant is
accepted. The referral fees must be paid to the lead
carrier from money received as premiums for the assaciation
plan.

(4) An insurer, society, or health service corporation
that rejects or applies underwriting restrictions to an
applicant for disability insurance must notify the applicant
of the existence of the association plan, requirements for
being accepted in it, and the procedure for applying to it.

Section 12. Enrallment by eligible person, {(l) The
assoclation plan must be open for enrallment by eligible
persaens, An eligible person may enroll in the plan by
submission of a certificare of eligibility to the 1lead

carrier. The certificate must provide:
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{a) the name, address, and age of the applicant and
length of the applicant's residence in this state;

(b) the name, address, and age of spouse and children,
if any, if they are to be insured;

(¢) written evidence that he fulfills all of the
elements of an ellgible persen, as defined in (section 1):
and

{d) a designation of coverage desired.

(2) Within 30 days of receipt of the certificate, the
lead carrier shall either reject the application for failing
to comply with the requirements of subsection (1) or forward
the eligible person a notice of acceptance and billing
information, Insurance is effective immediateiy-upon-reeeipt
of-—the-—firat-—monthlia--aasociation--pian--premium—-and--is
retroactive--te--the--date--of-applteation;-if-the-appiicant
stherwise-cempiies-with-fsectiona-i-ehrough-124 ON THE FIRST

OF THE MONTH FOLLOWING ACCEPTANCE.

{3) An eligible person may not purchase more than one
policy from the association plan.

(4) A person who obtains coverage pursuant to this
section may not be covered for any preexisting condition
during the first 12 months of coverage under the association
plan 1if the perscn was diagnosed or treated for that
condition during the 5 years immediately preceding the

filing of an application. This subsection does not apply to
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a person who has had continuous coverage under an
individual, family., or group policy during the year
immediately preceding the filing of an application for
nonelective procedures.

{5} A CHANGE OF RESIDENCE FROM MONTANL TO ANOTHER

STATE IMMEDIATELY TERMINATES ELIGIBILITY FQOR RENEWAL OF

COVERAGE UNDER THE ASSOCIATICN PLAN.

SECTION 13. LIABILITY OF ASSOCIATION MEMBERSHIP. NO

MEMBER OQF THE ASSOCIATION IS LIABLE FOR THE ACTIONS OF THE

ASSQOCIATION OR ITS LEAD CARRIER.

Section 14. Extension of authority. Any existing
authorlty of the commissioner of insurance to make rules on
the subject of the provisions of this act is extended to the
provisions of this act.

Section 15. Codification instruction. Sections 1
through ¥2 13 are intended to be codified as an integral
part of Ti£le 33, and the provigions of Title 33 apply to
sections 1 through 12 13.

Section 16, BSeverability. If a part of this act is
invalid, all valid parts that are severable from the invalid
part remain in effect, If a part of this act is invalid in
one or more of its applications, the part remains in effect
in all wvalid applications that are severable from the
invalid applications.

Section 17. Effective date. (1} Except for section 5.
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this act is effective July 1, 1985.
(2) Section 5 is effective July 1, 1987.

-End-
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