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INTRODUCED BY %ﬁf Hoqger
-

BY REQUEST OF THE SPATE AUDITOR

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
LAW RELATING TO HEALTE SERVICE CORPORATIONS: AMENDING

SECTIONS 33-1-102, 33-1-201, 33-30-102, 33-30-105,
33-30-203, 33-30-204, 33-30-301, 33-30-307, 33-30-312, AND
33-30-1007, MCaA; AND PROVIDING AN APPLICABILITY DATE AND A

DELAYED EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE QF THE STATE OF MONTANA:
Section 1., Section 33-1-102, MCA, is amended to read:
"33-1-102. Compliance required -~ exceptions =-- health

service corporations. {1) No person shall transact a

business of Lnsurance in Montana or relative to a subject

resident, located, or to be performed in Montana without
complying with the applicable provisions of this code.

(2) No provision of this code shall apply with respect
to:

{a) domestic farm mutual insurers as identified in

chapter 4, except as stated in chapter 4;

(b)) domestic benevolent ascsociations as identified in
chapter 6, except as stated in chapter 6; and

(c) fraternal benefit societies, except as stated in
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chapter 7.

{3) This code shati--net--appty applies to health
service corporations. to-the-extent-thac-the The existence
and--operations of such ceorporations are--authorized is
governed by Title 35, chapter 2, and related sections of the
Montana Code Annotated.™

Section 2. Section 33-1-201, MCa, is amended to read:

“33-1-201. Definitions -- insurance in general. For
the purposes of this code, the following definitions apply
unless the context requires otherwise:

{1) An "alien insurer" is cne formed under the laws of
any country other than the United States, its states,
districts, territories, and commonwealths.

(2) An "authorized insurer® is one duly authorized by
subsisting certificate of authority issued by the
commissioner to transact insurance in this state.

{3y A "domestic insurer" is one incorporated under the
laws of this state.

{(4) A "foreign insurer" is one formed under the laws
of any Jjurisdiction other than this state. Except where
distinguished by context, foreign insurer includes also an
alien insurer.

{9) "Insurance" is a contract whereby one undertakes
to indemnify another or pay or provide a apecified or
determinable amount or

benefit upon determinable

- INTRODUCED BILL
NB-74/
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contingencies.

{6) "Insurer" includes every person engaged as
indemnitor, surety, o©r contracter in the business of
entering into contracts of insurance. The term also
includes a health service corporation referred to in
33-1-102,

(7) A "resident domestic insurer" is an insurer

incorporated under the laws of this state and:

{a) 1if a mutual company, not less than one-half of the
policyhcolders are natural persons who are residents of this
state; or

{(b) if a stock insurer, not less than one-half of the
shares are owned by natural perscons who are residents of
this state and all of the directors and officers of the
insurer are residents of this gtate,

{B) "State", when used as to jurisdiction, means a
state, the District of Columbia, or a territory,
commonwealth, or possession of the United States.

(%) "Transact", with respect to insurance, includes
any of the following:

(a) solicitation and inducement;

{b) preliminary negotiations:

{c) effectuation of a contract of insurance;

(d) transaction of matters subsequent to effectuation

of the contract of insurance and arising out of it.

-3

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

25

LC 0874/01

(10) An "unauthorized insurer”" is one not authorized by
subsisting certificate of authority issued by the
commissioner to transact insurance in this state.”

Section 3. Section 33-30-102, MCA, is amended to read:

"33-30-102. Application of this chapter -=
construction of other related laws. (1) All health service
corporations heretofore or hereafter organized are subject
to the provisions of this chapter title.

(2) A law of this state other than the provisions of
this chapter applicab.e toc health service corporations shall
be construed in accordance with the fundamental nature of a
health service corporation, ard in the event of a conflict
between that law and the provisions of this chapter, the
latter shall prevail."

Section 4. Section 33-30-105, MCA, is amended to read:

"33-30~105. Examination of a health service
corporation. (1) If the commissicner believes a health
service corporation is unable or potentially wunable to
fulfill its contractual obligations to its members, the
commissioner may conduct an examination of that corporation.

{2) In addition to the examination authorized in
subsection (1), at least once every 4 years, the
commissioner shall conduct an examination of each health
service corporation to determine if the corporation is

fulfilling its contractual obligations by prompt

-4-
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satisfaction of claims at the highest monetary level
consistent with reasonable dues or fees, and that the
corporation’'s management exercises appropriate fiscal
controls, operations, and perscnnel policies to assure that
efficient and eccnomic administration restrains overhead
costs for the benefit of its members.

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

(4} The commissioner or his examiner shall make a
verified report of the examination.

{5) The report shall comprise only facts appearing
from the books, bpapers, records, or documents of Lhe
corporation examined or ascertained from the ctestimony,
under cath, of individuals concerning its atfairs and
conclusions and recommendations as warranted by those facts.

{(6) The commissioner shall furnish a copy of the
proposed report to the corporation examined not less than 20
days prior to its filing in his office. TIf the corporation
requests a hearing, in writing, wirhin the 20-day period,
the commissioner shall grant one with respect to the report

and shall not file the report until after the hearing and
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after modifications, if any, the commissioner deems proper.

{7) The health service corporation shall pay for each

examination copducted pursuant to subsecticns (1) and (2) in

accordance with 33-1-413."

Section S. Section 33-30-203, MCA, is amended to read:
*33-30-203. Premlum tax exemption. A health service

corporation is exempt-from-ati-premtum-taxea subject to the

premium tax in 33-2-705."

Section 6. Section 33-30-204, MCA, is amended to read:

"33-30-204. Fees. (1) Every health service corporation
subject to the provisions of this chapter shall pay the
following fees to the commissiconer for enforcement of Lhe
provisions of this chapter:

{a) enrollment representative's license:

(i) application for ar iginal license inciuding
axaminatieon and issuance of lICENSE ... .iei vt vnrnn 539 S15
{ii) annual renewal ........ e 5-5 S15

(iii) examinaticn for license, for each examination ..

e te et e et ceiiiecu... S15

{b) filing any other statement or report ......... § 1
{c) for a certlfied copy of any decument or other

paper filed in the office of the commissioner, per page

(dy for the <certificate and for aftixing the seal
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(e) filing of a membership contract ....... ... 510 $25

(E) filing of a membership contract package . $25 $100
{(g) filing annual report, a-fee~sf-5g-cents--for—-each
itndividuai--or--famity--unit——the-corparatisn-coversd-at-the
ciese—cf—the—yeaf—to—whfch—the~annuai—repart-is-—app}feabicT
except-that~the-mintmum-fee-payablie-upen-£fititng-of-an-annual

report--is--5388< other than_as_part of application for

original license ....... D S I I PTG $25

th) issuance of health service corporation license ...

(i) annual continuation of health service corporation

license ....ieeuisiiieaannn tett et i eaases. $300

(2y The commissioner shall promptly deposit with the
state treasurer, to the credit of the gemerat-fund insurance

regulatory trust aceount provided for in 17-2-121, all fees

and license fees received by him under this section.”
Section 7. Section 33-30-301, MCA, is amended to read:
"33-30-301. Forms -- filing, approvals~--heartng—-on

disapprovai;--appeat. {3+ A copy of all Farms of the

membership contract or any type of endorsement or rider

shall be filed with and approved by the commissioner of this

state and the insurance regulator of the state of domicile

of the health service corporation in accordance with chapter

1, part 5. the-commissiomer-ar-teast—-30--days--betore——rhat

form--ts--first--used:--When-a—forr- laes-not-complty-with-the
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requirements-of-this~chapter;-the-commiasioner-shati--not:fy
the--corporation-—tn-wetting-of-that-farinre-and-incinde-the
reasons-for-his-epinions-Unlesa-the-corpararian--reguests—-a
hearing-within-16-days+s—notice-by-the-commisastoner-disattows
naa--af-—this--form--by--the-corporattons-tf-the-corparatron
chatienges-the-commissionerta--disattowance--of--a——form--1x¢
shatt--regquest--a--hearing--on--that-tssue--Fhe-commisateoner
shati-schednte—n-hearing-as-scon-as-practicabte-but—not-iess
than~-15--days--from--the -date--of--thne--requestr---if--the
commissioner-—-finds -after-the-hearingy-thaet-the-form-its-not
tn-cempliance-with-this-chapters;-he-may-disapprove~the--form
and---tssue—--a--finat--order--to--that--effect---Nottee--of
disapprevatyz-incivding-the-grounda-for-disapprovat;-—ahati—be
presented-to-the-corporation-not—tess—than-38-daya-atter-the
hearing--The finat-order-its--effective--J9--days-—after~-the
hearing~
t2y--A--~coerporation--whose--torms—~have--been--ordered
discontinued-by-the-commissioner-may-appeat; within-1+5--days
after-an-erdery-to-a-district-court-of-the-state;-FThe-counrts
gpon--filing--ef-—-the-proper-petition;—shali-cavse-the- forms
and-orders-of-the-commiasioner-to-be-bronght-before-te;y--and
upen-—-hearing--of-the-casey;-the-court-shati-etther-affirm-or
raverse-and-vacate-the-order-of-the-coammigstoners
t3r-~Fhe-cadrt—may-auvspend-or-aray-a-finat-order-cf-the

coemmissisner-under-this-section-pending-trral-ecf-the--issues

-B8-
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or-the-appeat<"

Section 8. Section 33-30-307, MCA, is amended to read:

"33-30-307. Notice of rate increases ---comment-to
commissioner. (1) A health service corporation must inform
members covered under individual plans of any rate increase
at least 45 days prior to such increase. Eaech-rate--inerease
notitee-must-inciudes

ta¥-—a--provisten--notifying——-the--member--that-—he-may
comment-cn-the-rate-increaser—and

tb)y--tne-maittrng-rddress-of-the-commiasioners

(2) The premium rate for an individual policy
converted from a group plan in accordance with 33-30-1007(3)
may not be increased during the first 6 menths of coverage
of the individual policy."

Section 9. Section 33-30-312, MCA, is amended to read:

"33-30-312. Enrollment representative -- filing with
and approval by commissioner -=- license, {1) Each
corporation subject to the provisions of this chapter shall
notify the commissicner through its proper officer or agent
of the name, title, and address of each person it desires
appointed as an enrollment representative. The notice shall
be accompanied by a written application, upon a form
furnished by the commissioner, from the appointee. The
commissioner shall issue to that appointee a license which

states that the person named is a constituted enrollment

-9~
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representative of the corporation in this statey |if, upon
receipt of this written notice, Qhen accompanlied by the
proper fee, it appears that:

(a) the appointee is a competent and suitable person
who 1intends to hold himself out in good faith as the

carparation's enrollment representative; and

({b) he qualifies under the provisions ot this section.
{2) For appointees who have not acted as an enrollment
representative for a health service corpecration for a

pericd of 2 years prior to July 1, 1975, if he considers it
desirable, the commissicner may require an appocintee to
submit to an examination to determine the qualifications of
the appointee to act as an enrcollment representative in this
state. This examination shaii-inqnire--into--an--apprtecantia
knowtedge-of-the-provistona-cf-this-cnaprer-and-of-the-forma

the same as given to applicants for a disability insurance

agent license as provided for in chapter 17,

(3) Upon receipt by the commissioner of notification
from a health service corporation that the corporation
desires a particular individual to be appointed as its
enrollment representative, that perscen has a temporary
enrallment representative's license until the commissioner
cotifies the corperatiecn  of action raken upon the

application. [If the ccmmissioner rejects the application,

-10-
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the prospective appointee's eligibility to act as an
enrcollment representative ceases on the day the corporation
is notified of rejection.”

Section 10. Section 33-30-10807, MCA, is amended to
read:

"33-30-1007. Conversion on termination of eligibility.
(1} The group hospital or medical service plan contract
issued or renewed by a health service corporation after
Octcocber 1, 1981, shall contain a provision that if the
insurance or any porticn of it on a person, his dependents,
or Family members covered under the policy ceases because of
termination of his employment or of his membership in the
class or classes eligible for coverage under the policy, er
as a result of an employer discontinuing his business, or as

a_ result of an employer discontinuing the policy issued by

the health service corporation and not providing for any

other group disability insurance or plan, such person shall.

provided he has been insured for a period of 3 months, be
entitled to have issued to him by the insurer, without
evidence of insurability, an individual policy of hospital
or medical service insurance on himself, his dependents, or
family members, provided application for the individual
policy shall be made and the first premium tendered to the
insurer within 31 days after the termination of group

coverage.
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{2) The individual policy shall, at the option of the
insured, be on any of the forms then customarily issued by
the insurer to individual policyholders with the exception
of those whose eligibility is determined by their
affiliation other than by employment with a particular
entity.

(3) The premium on the individual policy shall be at
the insurer's then customary rate applicable to the coverage
of the individual policy but may not be greater than 150% of
the insurer's highes. group rate for a policy with the same
benefits as the conversion poliecy."

NEW SECTION. Section 11. License required. (1) No
person may act as a health service corporation and no health
service corporation may cenduct business in this state
except as authorized by a license issued by the
commissioner.

(2) Such license may be issued by the commissioner
only after the person has complied with the applicable
provisions of this title.

{3) A health service corparation is entitled to a
continuation of its license upon payment of the annual
continuation fee specified in 33-30-204(1)(i) and wupon

continued compliance with the provisions of this title.

t4) A license issued or continued under this secrtion
may be revoked or suspended by the commissioner for
_l 2_
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violation of this title.

NEW SECTION. Section 12. Membership contracts to
provide for freedom of choice of practitioners ==
professional practice not  enlarged. {1y A membership

contract delivered, issued for delivery, or renewed in this
state must provide that the member shall have full freedom
of choice in the selection of any duly licensed physician,
dentist, osteopath, chiropractor, optometrist, chiropodist,
psychologist, licensed social worker, or nurse specialist
specifically listed in 37-8-202 for treatment of any illness
or injury within the scope and limitations of that person's
practice. Whenever such policies insure against the expense
of drugs, the wmember shall have full freedom of choice in
the selecticn of any duly licensed and registered
pharmacist. A health service corporation shall cffer, at
additional cost to the member, the option of disability and
health insurance coverage for services performed by a
licensed professional counselor.

{2) MNeothing in this section may be construed as
enlarging the scope and limitations of practice of any of
the licensed professions enumerated in subsection (1), nor
may this section be construed as amending, altering, or
repealing any statutes relating to the licensing or use of
hospitals.

(3) Nothing in this section may be construed to
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regquire & health service corporation to pay those
practitioners enumerated in subsection (1) an amount greater
than that paid for similar services to practitioners
contracting with the health service corporation.

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

NEW SECTION. Section 14, Codification instructions.
(1) Section 11 is intended to be codified as an integral
part of Title 33, chapter 30, part 1, and the provisions of
Title 33, chapter 30, part 1, apply to section 11.

(2) Section 12 1is intended to be codified as an
integral part of Title 33, chapter 130, part 10, and the
provisions of Title 33, chapter 30, part 10, apply to
secticn 12.

NEW SECTION. sSection 1S. Applicability. Secticon 11
applies to membership contracts entered into or renewed
after June 30, 1988.

NEW SECTION. Section 16. Effective date. This act is

effective January 1, 1988.

-End-

~-14-



STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for HB741, as introduced.

DESCRIPTION OF PROPOSED LEGISLATION:

An act to generally revise the law relating to health services corporations; amending Sections 33-1-102, 33-1-201,
33-30-102, 33-30-105, 33-30-203, 33-30-204, 33-30-301, 33-30-307, 33-30-312 and 33-30-1007, MCA; and providing an
applicability date and a delayed effective date.

ASSUMPTIONS: -

1. There will continue to be only two Health Service Corporations in the State.

2. The number of covered individuals will be 107,000 each year of '89 Biennium.

3. The total volume of premiums written by these Corporations will be $132,956,728 in FY88 and $146,252,401 in
FYB9.

4. The number of agents under this category will be approximately 400 in both years.

5. The two year examination for Blue Cross/Blue Shield in FYB8 will cost $36,000. The examination for Western

Vision Services will cost $5,000 in FY89. These examinations will be paid for by the companies, with no
expenditure of state funds.
6. Insurance Division expenditures include a reversion factor of 2X%.

FISCAL IMPACT:

Revenues: FY38 : FY89
Current Law Proposed Law Difference Current Law Proposed Law Difference
Insurance Fees, Licenses,
and Premiums Tax $25,297,000 $28,902,458 $3,605,458 $26,685,000 $30,656,089 $3,971,089
Expenditures: ,
Insurance Division¥ $ 689,000 $ 653,000 ($ 36,000) $ 678,000 $ 673,000 (% 5,000)
Retirement System $ 5,671,000 $ 5,671,000 $ 0 $ 6,005,000 $ 6,005,000 $ 0

* The cost of the examinations for the health service corporations will be borne by the corporations.

Funding:
General Fund $18,937,000 $22,578,458 $3,641,458 $20,002,000 $23,978,089 $3,976,089

@aaw/z o e A//7

DAVID L. HUNTER, GET DIRECTOR JOWHARP, PRIMARY SPONSOR
Office of Budget and Program Planning

DATE

Fiscal Note for HB741, as introduced.

N8 2y/
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RE-REFFERED AND

APPROVED BY COMMITTEE
ON TAXATION

AS AMENDED

HOUSE BILL NO. 741
INTRODUCED BY EHARP, HAGER, HALLIGAN, MEYER

BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "AN ACT TQ GENERALLY REVISE THE
LAW RELATING TO HEALTH SERVICE CORPORATIONS; AMENDING
SECTIONS 33-1-102, 33-1-201, 33-30-102, 33-30-105,
33-36-2637 33-30-204, 33-30-301, 33-30-307, 33-30-312, AND
33-30-1007, MCA; BAND PROVIDING AN APPLICABILITY DATE AND A

DELAYED EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 33-1-102, MCA, is amended to read:
”33-1-102. Compliance required -- exceptions -- health

service corporations. (1} No person shall transact a

business of insurance in Montana or relative to a subject

resident, located, or to be performed in Montana without
complying with the applicable provisiens of this code.

(2) No provision of this code shall apply with respect
to:

(a) domestic farm mutual insurers as identified in

chapter 4, except as stated in chapter 4;

{b} demestic bpenevolent asscciations as identified in
chaj.ter 6, except as stated in chépter 6; and

{c} fraternal benefit societies, except as stated in

Ac\uo—rgana Legisiative LOuncH
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chapter 7.

{3) This code shati--net--appiy applies to health
service corporations AS PRESCRIBED IN 33-30-102. te--the

extent-—that-—the The existence and--operations of such
corporations are-auchorized is governed by Title 35, chapter
2, and related sections of the Montana Code Annotated."

Section 2. Section 33-1-201, MCA, is amended to read:

"33-1-201. Definitions -- insurance in general, For
the purposes of this code, the following definitions apply
unless the context requires otherwise:

(1} An "alien insurer" is one formed under the laws of
any country other than the United States, its states,
districts, territories, and commonwealths.

(2) An "authorized insurer” is one duly authorized by
subsisting certificate of authority issued by the
commissioner to transact insurance in this state.

(3) A "domestic insurer" is one incorporated under the
laws of this state.

(4) A "foreign insurer" is one formed under the laws
of any jurisdiction other than this state. Except where
distinguished by context, foreign insurer includes also an
alien insurer,

(5) "Insurance" is a contract whereby ons undertakes
to indemnify another or pay or provide a specified or

determinable amount or benefjitc upon determinable

-2- HB 741

SECOND READING



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

HB 0741/02

contingencies.
{6) "Insurer" includes every person engaged as
indemnitor, surety, or contractor in the - business of
entering into contracts of insurance. The term also

includes a health service corporation referred-—to--in

33-3-182 IN THE PROVISIONS LISTED IN 33-30-102,

{7) A “"resident domestic insurer" 1is an insurer
incorporated urnder the laws of this state and:

{(a) 1f a mutual company, not less than one-half of the
policyholders are natural persons who are residents of this
state; or

(b} 1if a stock insurer, not less than one-half of the
shares are owned by natural persons whe are residents of
this state and all of the directors and officers of the
insurer are residents of this state.

{8) "State", when used as to jurisdiction, means a
state, the District of Columbia, or a territory,
commonwealth, or possession of the United States.

{9) "Transact", with respect to insurance, includes
any of the following:

{a) solicitation and inducement;

(b) preliminary negotiations;

(c) effectuation of a contract of insurance;

{(d) transaction of matters subsequent to effectuation

of the contract of insurance and arising out of it.

-3~ ' HB 741
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(16) An "unauthorized insurer” is one not authorized by
subsisting certificate of authority issued by the
commissioner to transact insurance in this state."

Section 3. Section 33-30-102, MCA, is amended to read:

"33-30-102. Application of this chapter -
construction of other related laws. (1} All health service
corporations heretofcre or hereafter corganized are subject

to the provisions of this chapter ¢titles CHAPTER. 1IN

ADDITION TO THE PROVISIONS CONTAINED IN THIS CHAPTER, OTHER

CHAPTERS _AND PROVISIONS OF THIS TITLE APPLY TO HEALTH

SERVICE CORPORATIONS AS FOLLOWS: 33-17-212 THROUGH 33-17-214

AND CHAPTERS 1, 15, 18, 19, AND 22,

(2) A law of this state other than the provisions of
this chapter applicable to health service corporations shall
be construed in accordance with the fundamental nature of a
health service corporation, and in the event of a conflict
between that law and the provisions of this chapter, the
latter shall prevail." 7

Section 4, Section 33-30-105, MCA, is amended to read:

"33-30-105. Examination of a health service
corporation. (1) If the commissioner believes a health
service corporation is unable or potentially unable to
fulfill its contractual obligations to its members, the
commissioner may conduct an examination of that corporatien,

{2) 1In addition to the examination authorized in

-4~ HE 741
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subsection (1)« at least once every 4 years, the
commissioner shall conduct an examination of each health
service corporation to determine if the corporation is
fulfilling its contractual obligations by prompt
satisfaction of claims at the highest monetary level
consistent with reasonable dues or fees, and that the
carporation's management exercises appropriate fiscal
controls, operations, and personnel policies to assure that
efficient and economic administration restrains overhead
costs for the benefit of its members.

(3) Each health service corporation examined, its
officers, employees, and agents, shall produce and make
available to the commissioner or his examiners the accounts,
records, documents, files, information, assets, and matters
in 1its possession or control relating to the subject of the
examination,

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

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

(6) The commissiconer shall furnish a copy of the

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

{7) The health service corporation shall pay for each

examination conducted pursuant to subsecticns (1) and (2) in

accordance with 33-1-4131."

Section-5---Section-33-36-203;-MEA;-is-amended-to-reads
433-38-20837--Premium-tax-exemptions-~A--heatth--service
corporation-—is-exempe-frem-aii-premium-taxes subdect-to-the

premium-tax—in-33-2-76574

Section 5. Section 33-30-204, MCA, is amended to read:

"33-30-204. Fees. (1) Every health service corperation
subject to the provisions of this chapter shall pay the
following fees to the commissioner for enforcement of the
provisions of this chapter:

(a) enrollment representative's license:

{i) application for original license inectuding

examination and issuance of license ....,....c00n0.0... 56 $15
{ii) annual renewal Tt esettt et enaae. §=5 $15

{iii) examination for license, For each examination .

R P E B8 e o s s ae e w e e

S R RN N ? &

(b) filing any other statement or report ,........ $1

{c) for a certified copy of any document or other

-6- HB 741
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paper filed in the office of the commissioner, per page ....
L Ceeres st tanaca e $.50

(d) for the certificate and for affixing the seal

(e} filing of a membership contract .......... $%8 §25
{f) filing of a membership contract package ., $25 $100
{g) filing annual report, a-fee-osf-58-centa-for-aach
tndtviduat-sr-famtiy-unte-the--corporation--covered--at--the
ctose-—of-the-year-to-vwhich-the-annuat-report-is-appiticabiey
except—that-the-minimum-£fee-payable-upen-£fiiing-of-an—annual

report-is-$188: other than as part of application for

criginal license ,.......csuccciriiiiirtsribt v ans aee $25

(h) issuance of health service corporation license ...

{i) annual continuation of health service corporation

LiCPNSE W iueeunsacmsisososorrasvssnsanrrssssasssresveass 5300

{2) The commissioner shall promptly deposit with the
state treasurer, to the credit of the generai-fund insurance

regulatory trust account provided for in 17-2-121, all fees

and license fees received by him under this section,”
Section 6. Section 33-30-301, MCA, is amended to read:
"33-30-301. Forms -- filing, approvaly--hearing--on

disapprovaii——appeat. +¥} A copy of all forms of the

membership contract or any type of endorsement or rider

shall be filed with and approved by the commissioner of this

~7- HB 741
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state and the insurance requlator of the state of domicile

of the health service corporation in_accordance with chapter

1, part 5. the--commissioner-at-least-38-days-bhefore-thae
form-ia-first-psed--Hhen-a-form—does——not--compty--with--the
requirements—-of-this-chaptery-the-commissioner-shati-notify
the-eorporatton—in-writing-ef-that-faiiure-and--inctude-—-the
reasons--fer--his-opinionz-Hniess-the~corporation-requests-a
hearing-within-i0-days;-netice-by-the-commisstoner-disatiows
use-of-this-form-by--the--corperation:——If--the--carporatien
ehaitenges-—the--commisaicneris--disailowance—-cf-—a-form-it
shati-request-a-hearing--on--that--issues~—-Fhe--commissisner
shati-schedute~a-hearing-as-seon-as-practicabie-but-not-leas
than--i5--days--from-—-the--date—-ef--the--reguests——-if--the
commissioner-£inday-after-the-hearingy-that-the-form-is--net
in--compliance-with-this-¢chapter;-he-may-disapprove-the-form
and--tasue--a—-fingt--order--to~-that--effects-~-Notice---of
disapprovaty-inciuding-the-grounda-for-disapprovatr-shati-be
presented-to-the-corporation-not-iess-than-36-daya-after-che
heseings--Phe——finat--order——is--effective-30-days-after-the
hearings
t2}—-A--corporation--whose-—forms--have--been---ordered
discontinged-—by-the-commisasioner-may-appeal;-within-15-days
after-an-ordery—to-m-distritt—court-af-the-state--Fae-conrt;
upen-fiting-of-the-proper-petition;-shati-—-cause--che-—forms

and--erders-ef-the-commissioner-to-be-brought-before—it;-and

-8- HB 741
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upon-hesring-of-the-cases-the-court-shatt-etther--affirm--or
reverse-and-vacate-the-order-of-the-commissiener~

+3¥--The-court-may-suspend-or-stay-a-finat-order-of-the
commissioner--under-this-asction-pending-+triat-of-the-issues
ar-the-appeat<s"

Secticn 7. Section 33-30-307, MCA, is amended to read:

"33-30-307. Notice of rate increases ----comment—--te
eceommisstoner. (1) A health service corperation must inform
ﬁembers covered under individual plans of any rate increase
at 1least 45 days prior to such increase. Each-rate-increase
nottece-muat-inecindes

tat--a-provisien--notifying-—the--member--that-—he--may
cemment-on-the-rate-inereaser-and

tb}--the-maiting-address-eaf-the-commissioners

{2) The premium rate for an individual policy
converted from a group plan in accerdance with 33-30-1007(3)
may not be increased during the first 6 months of c¢overage
of the individual peolicy."

Section 8. Section 33-30-312, MCA, is amended to read:

"33-30-312. Enrollment representative -- Eiling with
and approval by commissioner - license. (1) Each
corporation subject to the provisions of this chapter shall
no-ity the commissioner through its proper officcer or agent
of the name, title, and address of each persor it desires

appcinted as an enrollment representative. The notice shall
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be accompanied by a written application, upon a form
furnished by the commissioner, from the appointee, The
commissioner shall issue to that appointee a license which
states that the person named is a c¢onstituted enrollment
representative of the corporation in this statey if, upon
receipt of this written notice, when accompanied by the
proper fee, it appears that:

(a) the appointee 1is a competent and suitable person
who intends to hold himself out in good faith as the
corporation's enrollment representative; and

(b} he gqualifies under the provisions &f this section.

{2) For appointees who have not acted as an enrollment
representative for a health service corporation for a
period of 2 years prior to July 1, 1975, if he considers it
desirable, the commissioner may require an appointee to
submit to an examination to determine the gqualifications of
the appointee to act as an enrollment representative in this
state. This examination shati-inguire-intc-an-appiicant's
knowtedge-of-the-previsiens-of-this-ehapter-and-cf-the-forms
submitted-and-utiltized-by-the-employing-eosrparation must be

the same as given to applicants for a disability insurance

agent license as _provided for in chapter--3% 33-17-212

THROUGH 33-17-214.

(3) Upon receipt by the commissioner of notificatian

Erom a health service vcorporation that the corporation

-10- HB 741
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desires a particular individual to be appointed as its
enrollment representative, that person has a temporary
enrollment representative's license until the commissioner
notifies the corperation of action taken upen the
application. If the commissioner rejects the application,
the prospective appointee's eligibility to act as an
enrcllment representative ceases on the day the corporation
is notified of rejection,"

Secticen 9. Section 33-30-~1007, MCA, is amended to
read:

"33-30-1007. Conversicn on termination of eligibility.
(1) The group hospital or medical service plan contract
issued or renewed by a health service corporation after
October 1, 1981, shall contain a provision that if the
insurance or any portion of it on a person, his dependents,
or family members covered under the policy c¢eases because of
termination of his employment or of his membership in the
class or classes eligible for coverage under the policy, eor
as a result of an employer discontinuing his business, or as

a_ result of an employer discontinuing the policy isgsued by

the health service corporation and not providing for any

other group disability insurance or plan, such person shall,

provided he has been insured for a period of 3 months, be
entitled to have issued to him by the insurer, without

evidence of insurability, an individual policy of hospital

~11- HB 741
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or medical service insurance on himself, his dependents, or
family members, provided application for the individual
policy shall be made and the First premium tendered to the
insurer within 31 days after the termination of group
coverage,

(2) The individual policy shall, at the option of the
insured, be on any of the forms then customarily issued by
the insurer to individual policyholders with the exception
of those whose eligibility is determined by their
affiliation other than by employment with a particular
entity.

{3} The premium on the individual policy shall he at
the insurer's then customary rate applicable to the coverage
of the individual policy but may not be greater than 150% of
the insurer's highest group rate for a policy with the same
benefits as the conversicn policy.”

NEW SECTION. Section 10. License required. (1) No
person may act as a health service corporation and no health
service corporation may conduct business in this state
except as authorized by a license issued by the
commissioner.

(2) Such license may be issued by the commissioner
only after the person has complied with the applicable

provisions of this title.

{3} A health service corporation is entitled to a

=12~ HB 741
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continuation of its license upon payment of the annual
continuation fee specified in 33-30-204(1)(i} and upon
continued compliance with the provisions of thig title.

{4y A license issued or continued under thié section
may be revcked or suspended by the commissioner for

viplation of this title.

REW-SECFIONz--S5ection-12---Membership----contracts---to
provide--for--freedem--of---chatce-—-of --practitioners--—---
professisnal-—-practice--not--entarged<---tiy--A--memberahip

eontract-detivered;-issued-for-detiveryy-or-renewed-in--this
state--must--provide-that-the-member-shaii-have-fuii-freedom
cf-choitce-tn-tha-setection-of-any-duty-—-ticensed--physiciany
deptist;-—osteopathy-chiropractory-optometrist;-chiropodistsr
paychotogisty-lticensed-social-woerkery-—or--nurse--apeciaiist
specificatiy-tisted-in-37-8-202-for-treatment-of-any-iitness
or-—tnjury-within-the—-sespe-and-timitacione—of-that-personts
prastiecc--Hhenever-such-poticies-insure-againat-the--sxpense
of--druga;—-the--member-shati-have-fuil-freedom-of-choice-in
the--setectien--of--any-—-duty---ticensed---and--—registered
pharmacists-——-A--heatth--service-corperation-shail-offer;-at
addicionat-cost-to-the-membery-the-eption-of-dtsabitity-—and
healeh-—insurance--coverage——£for——services--performed--by--a
1i¢ *nasd-professional-counseters
tZ2¥--Nething--in--thia--aection--may--be--ccnstrued--as3

eritarging--the——scope--gnd-timttacitons-of -practice-of-any-of

-13- HB 741

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

HB 0741/02

the-ticensed-preofessions-enumerated-in-subsection——41y7--nor
may--this--section--be--construed--as—-amendingr-attering;-or
repeating-any-statutes-retating-to-the-licensing-or--use-—-cf
hospitatss
t3y——Nothing—~in--this--sectien-—-may--be--construed--to
require--a--health--service-—-corperatien-—-to---pay--—thase
practitioners—enumerated-in-subsection-ti}-an-amcunt-greater
than---that--patd--for--simiiar--services--to--practrtioners
eentracting-with-the-heaith-service-corporations

NEW SECTION. Section 11, 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.

NEW SECTION. Section 12, Codification instructions
INSTRUCTION. f:} Section %% 10 is intended to be codified as
an integral part of Title 33, chapter 30, part 1, and the
provisions of Title 33, chapter 30, part 1, apply to section
t: 10.

t2y--Seetton--i2--is--intended--to--be--codified--as-an
integrai-part-of-Pitie-33;-chapter—-38;--part--1085~-and--the
provisions~~oi--Tit}e-—aar—-chupter——367——patt--i97~app}y—tc
section-i2s

NEW SECTION. Section 13. Applicability. Section 11
appiies--to--mémbership--contracts-—-entered--intoa-ov-renewed

after-June-367-3968x 8 APPLIES TO INDIVIDUALS APPOINTED AS

~14- HB 741
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ENROLLMENT REPRESENTATIVES ON OR AFTER THE EFFECTIVE DATE OF
THIS ACT.

NEW SECTION. Section 14. Effective date. This act is

effective January 1, 1988.

—End-

-15- HB 741
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HOUSE BILL NO. 741
INTRODUCED BY RARP, HAGER, HALLIGAN, MEYER
BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
LAW RELATING TO HEALTH SERVICE CORPORATIONS; AMENDING
SECTIONS 33-1-102, 33-1-201, 33-30-102, 33-30-105,
33-38-2837 33-30-204, 33-30-301, 33-30-307, 33-30-312, AND
33-30-1007, MCA; AND PROVIDING AN APPLICABILITY DATE AND A

DELAYED EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 33-1-102, MCA, is amended to read:
%33-1-102. Compliance required -- exceptions -- health

service corporations. (1) No person shall transact a

business of inaurance in Montana or relative to a Bubject

reaident, located, or to be performed in Montana without
complying with the applicable provisions of this code.

{2) No provisicn of this code shall apply with respect
tos '

(a) domestic Farm mutual insurers as identified in

chapter 4, except as stated in chapter 4:

{by domestic benevolent associations as identified in

chapter 6, except as stated in chapter 6; and

(c¢) fraternal benefit societies, except as stated in

l: kﬂ;ﬂm Legisiative Counch
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chapter 7.

{3) This code shaii--not--appiy applies to health
service corporations AS _PRESCRIBED IN 33-30-102. te-—the
extent-—that--the The existence and--operations of auch
corporations are-autherived is qoverned by Title 15, chapter
2, and related sections of the Montana Code Annotated.”

Section 2. Sectlion 33-1-201, MCA, is amended tc read:

*33-1-201. Definitions -- insurance in general. For
the purposes of this code, the following definitions apply
unless the context requires otherwise:

(1) An "alien insurer™ is one formed under the laws of
any country other than the United States, its states,
districts, territories, and commonwealths,

(2) An "authorized insurer” is one duly authorized by
subsisting certificate of authority issued by the
commissioner to transact insurance in this state,

(3) A “domestic insurer”™ is one incorporated under the
laws of this state.

(4) A "foreign insurer" is one formed under the laws
of any jurisdiction other than this state. Except where
distinguished by context, foreign insurer includes also an
alien insurer.

(5) "Insurance" is a contract whereby one undertakes
to indemnify another or pay or provide a specified or

determinable amount or  benefit upon determinable

.

-2- HB 741
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contingencles.
{6§) *“Insurer” Jincludes every person engaged as
indemnitor, surety, or contractor in the - business of

entering into contracts of insurance. The term also

includes a health service corporation referred--ka--in

33-1-182 IN THE PROVISIONS LISTED IN 33-30-102,

(7) A "resident domestic insurer" 1is an insurer
incorporated under the laws of this state and:

(a} if a mutual company, nct less than one-half of the
policyholders are natural persons who are residents of this
state; or

{b}) 1L1f a staock insurer, not less than one-half of the
shares are owned by natural persons who are residents of
this state and ail of the directors and officers of the
insurer are residents of this state.

(8) “State", when used as to jurisdiction, means a
state, the District of Columbia, or a territory,
commonwealth, or possession of the United States.

(9) "Transact", with respect to insurance, includes
any of the following:

(a) solicitation and inducement;

{b) preliminary negotiations;

[c} effectuation of a contract of insurance;

(4} transaction of matters subsequent to effectuation

of the contract of insurance and arising out of it.
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{10) An "unauthorized insurer® is one not authorized by
subsisting certificate of authority issued by the
commissioner to transact insurance in this state.”

Section 3. Section 33-30-102, MCA, is amended to read:

®33-30-102. Application of this chapter -
construction of other related laws. (1) All health service

corporations heretofore or hereafter organized are subject

te the provisions of this ehapter titie- CHAPTER, 1IN

ADDITION TO THE PROVISIONS CONTAINED IN THIS CHAPTER, OTHER

CHAPTERS AND PROVISIONS OF THIS TITLE APPLY TO HEALTH

SERVICE CORPORATIONS AS FOLLOWS: 33-17-212 THROUGH 33-17-214

AND CHAPTERS 1, 15, 18, 19, AND 22.

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

Section 4. Section 33-30-105, MCA, is amended to read:-

"33-30-105. Examination of a health service
corporation. (1) If the commissioner believes a health
service corporation is unable or potentially unable to
fulfill its contractual obligations to its membetrs, the

commissioner may conduct an examination of that corporation,

{2) In addition to the examination authorized in

-4- HB 741
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subgection (1), at least once every 4 vyears, the
commissioner shall conduct an examination of each health
service corporation to determine if the corporation is
fulfilling its contractual obligations by prompt
satisfaction of claims at the highest monetary level
consistent with reasonable dues or fees, and that the
corporation's management exercises appropriate fiscal
controls, operaticns, and personnel policies to assure that
efficient and economic administration restrains overhead
costs for the benefit of its members.

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

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

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

{6) The commissioner shall [furnish a copy of the

proposed report to the corporation examined not less than 20

-5- HB 741
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days prior to its filing in his office. If the corporation
requests a hearing, in writing, within the 20-day period,
the commissioner shall grant one with respect to the report
and shall not file the report until after the hearing and
after modifications, if any, the commissioner deems proper. -

(7) The health service corperation shall pay for each

examination conducted pursuant to subsections (1} and {2} in

accordance with 33-1-413."

Section-57--Hection-33-38-203;-MOA;-is-amended-to-read+
#33-38-283:--Premium-tax-exemption---A--heatth--service
corporatisn-——is-exempt-from-aii-premium-taxes subject-ta-the

premium-tmx-in-33-2-705:4

Section S, Section 33-30-204, MCR, is amended to read:

"33-30-204. rFees. (1) Every health service corporation
subject to the provisions of this chapter shall pay the
following fees to the commissicner for enforcement of the
provisicons of this chapter:

(a) enrollment representative's license:

{i) application for original license inctading

examination and issuance of license ................ 90 $15
{ii) annual Tenewal ....veiuriinttreernsnncnnes 9=6 $15

{iii) examination for license, for each examination ...

............ R N N N S N S I -3 5

{(b) filing any other statement or report +.ui0vv.. § 1

{c) for a certified copy of any document or other

~-6- HB 741
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paper filed in the office of the commissioner, per page ....
P ceees tereerittanseseeinaissssranss $.50
{d) for the certificate and for affixing the seal
thereto ....... Ceseanamrsessaraasssteiancens ceecenneess $-% §10
{e) filing of a membership contract .......... $3@ $25
(f) filing of a membership contract package . §25 5100
{(g) filing annual report, a-fee-of-50-cents-fer-each
individuait-or-famity-unit-the--corperation--covered--at--the
etonp--af-ehe-year-to-which-the-annuat-repert-is-appiicabies
except-that-the-minimum-fee-payable-upon-fiting-of-an-annuat

report-i3-91688+: other than as part of application for

original license .......coccceccooseancnseonss et taaaas 525

(h) issuance of health secvice corporation license ...

St i i v s eawrsarereesesasssssvseessesrsssrsresrrcasnasaess $300

{i} annual continuation of health service corporation

LiCBNBE .icv vt cnooacanacsscosstsssssssassasscas’asesss $300

{2) The commisgsioner shall promptly deposit with the
state treasurer, to the credit of the general-fund insurance

regulatory trust account provided for in 17-2-121, all fees

and license fees received by him under this section.”
Bection 6. Section 33-30-301, MCA, is amended to read:
"33-30-301. Forms -- filing, approvaly--hearing--eon

éisappravair‘-appea}. ¢3r A copy of all forms of the

membership contract or any type of endorsement or rider

gshall be filed with and approved by the commissioner of this
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state and the insurance regulator of the state of domicile

of the health service corporation in accordance with chapter

1, part 5. the--cemmissiener-at-ieast-38-days-before-that
form-is-first-used:--When-a-form-does--not--compiy--with--the
requirements—-of-this-chaptery-the-commissioner-shaii-notify
the-corporatien-in-writing-of-that-failure-and--inctude--the
reasons-—for--hits-opintons-Uniess-the-corporation-requeats-a
hearing-within-18-daysr-notice-by-the-commissioner-disatiows
use-of-this-form-by--the—-corporationr--if--the--corporation
chatienges—-the--commissioneria--dianiiovance--of--a-form-it
shati-request-a-hearing--on--that--issue:--The-—-ecommissioner
shait-schedule-a-hearing-as-soeon—as-practicabie-but-not-tess
than--15--days—-from—-the--date--of--the--requestz--~¥f-—the
commissioner-Ffindar-after-the-hearingr-that~the-form-is--not
tn--compliance-with-this-chaptery-he-may-disapprove-the-form
and--issue--a--final--order--to--thar--effeetr---Notice---af
disapprevair-inectuding-che-grounds-far-disapproval;-shaii-be
presented-to-the-carparatien-not-tess-than-36-days-after-the
hearings--Ffhe--finat~-order--is--effeceive-36-days-after—the
hearings -
t23--A--corporation—-whose--forma--have--been-—-ordered
discontinued--by-the-commissioner-may-appeat;-within-i5-days
afeer-an-ordery-to-a-district-court-af-the-state:~-Tha-canrty
vpon-£iting~of-cthe-proper-petitionr-shati--canse--the--forms

and--orders-of-the-commissioner-ko-be-bronght-befare-it;-and
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upon-hearing-ef-the-caser-the-court-shaltl-either--affirm--or
reverse-and-vacare-the-order-of-the-commisstoners

f37—'whe—court—nay-suspend-of—stay—a—finai-c;der—oé—bhe
eommissioner--under-this-section-pending-triat-of-the-issues
or-the-appeats+"

Section 7. Section 33-3r-307, MCA, is amended to read:

"33-30-307. Notice of rate increases ----comment-—-ee
commisstaner. (1) A health service corporation must inform
;embe:s covered under individual plans of any rate incrgase
at least 45 days prior to such increase. Bach-rate—increase
notice-must-ineiuder

ta}--a-provision--notifying--the--memher--that--ne--may
comment-on~-the-rate-increasess;-and

thbi--the-maititing-address-of-the-commissicners

{2) The premium rate for an individual poliey
converted from a group plan in accordance'with 33-30-1007(3)
may not be increased during the first 6 months of coverage
of the individual policy.”

Section 8. Section 33-30-312, MCA, is amended to read:

“33-30-312. Enrollment representative -- filing with
and approval by commissioner -— license. {1) Each
corporation subject to the provisions of this chapter shall
notify the commissioner through its proper cfficer or agent
of the name, title, and address of each person it desires

appointed as an enrollment representative. The notice shall
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be accompanied by a written application, upon a form
furnished by the commissioner, from the appointee. The
commissioner shall issue to that appointee a license which
states that the person named is a constituted enrollment
representative of the corporation in this stater if, upon
receipt of this written notice, when accompanied by the
proper fee, it appears that:

(a) the appointee is a competent and suitable person
who intends to hold himself out in good faith as the
corparation’s enrollment representative; and

{b} he gualifies under the provisions of this section.

(2) For appeintees who have not acted as an enrollment
representative for a health service corperation for a
period of 2 years prior to July 1, 1975, if he considers it
desirable, the commissioner may require an appointee to
submit to an examination to determine the gqualifications of
the appointee to act as an enrcllment representative in this
state. This examination shaii-inquire-into-an-appiicantis
knowtedge-of-the-provisiens-of-this-chapter-and-of-che-forms
submitted-and-utitirzed-by-the-emptoying-corporation must 5e

the same ag given to_applicants for a disability insurance

agent license as provided for in ehapter--i7? 33-17-212

THROUGH 33-17-214.

{3) Upon receipt by the commissioner of notification

from a health service corporation that the corporation

~10- HB 741
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desires a particular individual to be appointed as its
enrollment representative, that person has a temporary
entollment representative's license until the commissioner
notifies the corporation of action taken upon the
application. If the commissioner rejects the application,
the prospective appointee’'s eligibility to act as an
enrollment representative ceases on the day the corporation
is notified of rejection."

Section 9. Section 33-30-1007, MCA, is amended to
read:

"33-30-1007. <Conversion on termination of eligibility.
(1) The group hospital or medical service plan contract
issued or renewed by a health service corporation after
October 1, 1981, shall contaln a provision that if the
insurance or any portion of it on a person, his dependents,
or family members covered under the policy ceases because of
termination of his employment or of his membership in the
class or classes eligible for coverage under the policy, er
as a result of an employer discontinuing his business, or as

a result of an employer discontinuing the policy issued by

the health service corporation and not providing for any

other group disability insurance or plan, such person shall,
provided he has been insured for a period of 3 months, be
entitled to have issued to him by the insurer, without

evidence of insurability, an individual policy of hespital

-11- HBE 741

th

LI - - BCS |

10
11
12
13
14
15
186
17
18
19
20
21
22
23
24

25

HB 0741/02

or medical service insurance on himself, his dependents, or
family members, provided application for the individual
policy shall be made and the first premium tendered to the
insurer within 31 days after the termination of group
coverage,

(2) The individual policy shall, at the option of the
insured, be on any of the forms then customarily issued by
the insurer to individual policyholders with the exception
of those whose eligibility is determined by their
affiliation other than by employment with a particular
entity.

(3} The premium on the individual policy shall be at
the insurer's then customary rate applicable to the coverage
of the individual policy but may not be greater than 150% of
the insurer's highest group rate for a policy with the same
benefits as the conversion policy."

NEW SECTION. Section 10. License required. (1)} No
perdon may act as a health service corporation and no health
service corporation may conduct business in this state
except as authorized by a license issued by the
commissioner,

{2) Such license may be issued by the commissioner
only after the person has complied with the applicable

provisions of this title,

(3} A heaith service corporation is entitled to a

-12~ HB 741
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continuation of its license upon payment of the annual
continuation fee gpecified in 33-30-204(1)(i) and upon
continued compliance with the provisions of this title.

(4) A license issued or continued under thi; section
may be revoked or suspended by the commissioner for
violation of this title.

NEW-SEETION:--Section-i2--—Membership----contracts-—-to
provide--for--freedom--of--~ehorce---of-——practttioners--—--
professicnai-—-praceice--not--entargeds---t1}--A--membershsip
contraece-detivareds-iasued-for-detiverys-ovr-renewed-in--this
state--must--provide-that-the-member-shall-have-futi-freedom
of-cheiee-in-the-setecrion-of-any-duty--ticensed--physiciany
dentist;--oskteapathy-chiropractory-optometristy-chiropedists
paychelegistr-licensed-social-workery--ar--nurse--speciatiste
spectfitcatiy-tisted-in-37-9-202-for-treatment-ef-any-tiiness
or--injury-within-the-scope-and-timitacions-cf-that-personis
practice--Whenever-such-patieciea-insure-agatnst-the--expense
of--drugsy—--the--member-shati-have-fuli-frepdom-of-choice-in
the--seiection--of--any-—-duly---ticensed-—-and---registered
pharmacists--A--heaith--service--¢arporation-shati-offer;-at
addittonal-cost-to-the-membery-the-option-of-diaabitity--and
health--insurance—-coaverage--foar—-services-—-performed--py-—-n
ticensed-profeastonai-esunselors

¢2y--Nothing--in~-this--sectien—-may--be--c¢onstrued--as

eniarging--the--scopc--and-timitations-of-practice-of-any-of
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the-ticensed-professions-enumerated-in-subsection——t1y7--nosr
may--this--section--be--construed--as-amendingr-aiteringsy-or

repeating-any-statutes-reiating-to-the-ticensing-sr—-use--of

- hespitaisc

t33-~Nething--in--this--seetion--may--be——conascrued--te
require——a——hea}th--serviee—--eorporatien-——to---pny——-these
praetitianers—enumetated-in-aubseet&en—fii-un—amaune~greaeer
than---that--paid--fer--simitar--services--to--practitioners
coentracting-with-the-heaith-serviee-corporations

NEW SECTION. Section 11, 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 te the provisions of this act.

NEW SECTION. Section 12, Codification instructions
INSTRUCTION. ¢%3y Section %% 10 is intended to be codified as
an integral part of Title 33, chapter 30, part 1, and the
provisions of Title 33, chapter 30, part 1, apply to sectiaon
3% 10.

t2}--Section--t2--is--intended--to--be——codifind--as-an
integraiwpart-ei—?itie—337-chapter-—397—-part--i01——und-—the
provisiuns~—c£——?itie--331--ehapbee——391-—paft——iey-appiy—te
section-12+

NEW SECTION. Section 13. Applicability. Section E23
appties--ts--membership--contracts--entered--into-or-renewed

after-dune-367-19808s B APPLIES TO INDIVIDUALS APPOINTED AS

-1l4- HB 741
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ENROLLMENT REPRESENTATIVES ON OR AFTER THE EFFECTIVE DATE OF

THIS ACT.
NEW SECTION. Section 14. Effective date., This act is

effective January 1, 1988.

-End-
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HOUSE BILL NO. 741
INTRODUCED BY HARP, HAGER, HALLIGAN, MEYER

BY REQUEST OF THE STATE AUDITOR

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
LAW RELATING TO HEALTH SERVICE CORPORATIONS; BMENDING
SECTIONS 33-1-102, 13-1-201, 33-30-102, 33-30-105,
33-36-2037 33-30-204, 33-30-301, 33-30-307, 33-30-312, AND
33-30-1007, MCA; AND PROVIDING AN APPLICABILITY DATE AND A

DELAYED EFFECTIVE DATE."

BE IT ENACTED BY TQE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 33-1-102, MCA, is amended to read:
"33-1-102. Compliance required -- exceptions -- health

service corporations, {l1) No person shall transact a

business of insurance in Montana or relative to a subject

resident, located, or to be performed in Montana without
complying with the applicable provisicns of this code.

(2) No provision of this code shall apply with respect
to:

(a) domestic farm mutual insurers as identified in

chapter 4, except as stated in chapter 4;

{b) domestic henevolent associations as identified in
chapter &, except as stated in chapter 6; and

{c) fraternal benefit societies, except as stated 1in
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chapter 7.

(3) This code shati--net--appity applies to health
service corporations AS _PRESCRIBED IN 33-30-102. te--the
extent--that—-the The existence and--eperations of such
corporations are-authorized is governed by Title 35, chapter
2, and related sections of the Montana Code Annotated."

Section 2. Section 33~1-201, MCA, is amended to read:

"33-1-201. Dpefiniticns =-- insurance in general. For
the purposes of this code, the following definitions apply
unless the context requires otherwise:

{1) An "alien insurer" is one formed under the laws of
any country other than the United States, its states,
distriets, territories, and commonwealths.

(2) An "authorized insurer” is one duly authorized by
subsisting certificate of authority issued by the
commissioner to transact imsurance in this state.

(2} A "domestic insurer" is one incorporated under the
laws of this state.

(4) A "foreign insurer" is one Formed under the laws
cf any jurisdiction cother than this state. Except where
distinguished Ly context, Foreign insurer inciudes also an

alien insurer.

{5) "Insurance" is a contract whereby one undertakes
to indemnify another or pay or provide a specified or
determinable amount or benefit upan determinable

-2~ HB 741
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contingencies.
{6) "Insurer" includes every person engaged as
indemnitor, surety, or contractor in the business of
entering into contracts of insurance. The term also

includes a_ health service corporation referred——to—-in

33-3-182 IN THE PROVISIOKS LISTED IN 33-30-102.

{(7) A T"resident domestic insurer"” 1is an insurer
incorporated under the laws of this state and:

(a) if a mutual company, not less than one-half of the
policyholders are natural persons who are residents of this
state; or

(b)) 1f a stock insurer, ncot less than cone-half of the
shares are owned by natural persons who are residents of
this state and all of the directors and officers of the
insurer are residents of this state.

(8) "State", when used as to jurisdiction, means a
state, the District of Columbia, or a territory,
commonwealth, or possession of the United States.

{9) "Transact”, with respect to insurance, includes
any of the following:

fa) solicitation and inducement;

{b) preliminary negotiations;

{¢) efftectuation of a contract of insurance;

(d) transaction of matters subsequent to effectuation

of the contract of insurance and arising out of 1it.
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{10) An "unauthorized insurer" is one not authorized by
subsisting certificate of authority issued by the
commissioner to transact insurance in this state.”

Section 3. Section 33-30-102, MCA, 1s amended to read:

"33-30-102. Application of this chapter -
construction of other related laws. (1) All health service

corporations heretofore or hereafter organized are subject

to the provisions of this ehapter titler CHAPTER. 1IN

ADDITION TO THE PROVISIONS CONTAINED IN THIS CHAPTER, OTHER

CHAPTERS AND PROVISIONS OF THIS TITLE APPLY TO HEALTH

SERVICE CORPORATIONS AS FOLLOWS: 33-17-212 THROUGH 33-17-214

AND CHAPTERS 1, 15, 18, 19, AND 22, EXCEPT 33-22-111,

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

Section 4. Section 33-30-105, MCA, is amended to read:

"33-30-105. Examination of a health service
corporation. (1) If the commisgioner believes a health
service corporation is unable or potentially unable to
fulfill its contractual obligations to its members, the
commissicner may conduct an examinaticon of that corporation.

{2) In addition to the examination authorized in

-4~ HB 741
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subsection {1}, at least once every 4 years, the
commissioner shall c¢onduct an examination of each health
service corporation to determine if the corporation is
fulfilling its contractual obligations by prompt
satisfaction of claims at the highest monetary level
consistent with reasonable dues or fees, and that the
corporation’'s management exercises appropriate fiscal
controls, aperations, and personnel policies to assure that
efficient and economic administration restrains overhead
costs for the benefit of its members.

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

(4) The commissioner or his examiner shall make a
verified report of the examination.

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

(6) The commissioner shzal. furnish a copy of the

proposed report to the corparation examined ncr less than 20
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days prior to its filing in his office. If the corporation
requests a hearing, 1in writing, within the 20-day period,
the commissioner shall grant one with respect to the report
and shall not file the report until after the hearing and
after modifications, if any, the commissioner deems proper.

(7 The health service corporation shall pay for each

examipnation conducted pursuant to subsections (1) and (2) in

accordance with 33-1-413,"

Section-57--Section-33-38-2837-MEA;-ita-amended-to-read-
133-30-293+--Premium-taz-sxempeionr——-A-—heatth--sarvica
corporation--is-exempt-from-att-premium-taxes subject-to-the

premium-—taxr-+n-33-2-785:4

Section 5. Section 33-30-204, MCA, is amended to read:

"33-30-204. Fees. (1) Every health service corporation
subject te the provisions ¢f this chapter shall pay the
following Ffees to the commissicner for enforcement of the
provislions of this chapter:

(a) enrollment representative's license:

(i) application for original license tnciuding
examina+ien and issuance of license ..... e e e .. $18 3§15

{(1i) annual renewal ......,..c4i0ictnnnnnns veerss 5-5 $15

(b) filing any other statenenl OF roport ......... $ 1
(c) for a certitied copy of any document or other
-6 HB 741
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paper filed in the office of the commissioner, per page ....
e e s e s e e s nesaeanane PR I T T P thraernressanes 5,50
(d) for the certificate and for affixing the seal
thereto ..... et aaaaeeaaa e e $=-% $10
{e) filing of a membership contract ...,....... $38 $25
{f) filing of a membership contract package . $25 $100
(g) filing annual report, a-fee-of-56-centa-for-each
tndividunai-or-famity-unit-the-—corparation--covered--at--the
ciose--af-the-year-to-which-the-annual-report-is-appiicables
exscept-thac-the-mintmum-fee-payable-upon-fiting-of-an-annuat

report-ts-$t88r other than as part of application for

0riginal liCensSe ....e.iiioeeasenaannn sesrsecsrrsassnsr. 525
(h) issuance of health service corporation license ...
R R crtescetevneerssaresensos. 5300

{i) annual continuation of health service corporation

license .......cco00.- P S S O I A $300

{2} The commissioner shall promptly deposit with the
state treasurer, to the credit of the generai-fund insurance

regulatory trust account provided for in 17-2-121, all fees

and license [ees received by him under this section,"”
Secticon 6., Section 33-30-301, MCA, is amended to read:
"33-30-301. Porms =-- filing, approvaly--hearing--on

disapprovai;--appeal. iy A copy of all forms of the

membership contract or any type of endorsement ar rider

shall be filed with and approved by the commissioner of this
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state and the insurance regulator of the state of domicile

of the health service corporation in accordance with chapter

1, part 5, the--commiasitoner-at-teast-36-days-befere-that
form-ta-firat-vaed--Whan-a-form-does-—not——compiy-—-with-—the
regquirements-—-of -thia-chapter;-the-commissioner-shatl-notify
the-corparatton-in-writing-of-that-farture-and--incinde--the
reasons--fer--hits-epintens-Hniess-the-corporation-requescs-a
hearing-within-18-days; notica-py-the-commiastoner-disnlicws
nae—o0f-this-ferm-by-~the--corporation---if-—the--corporattion
chatlenges--the--commisstoneria--disattowance—-of--a-form—tt
shalt-regquest-a-hearing--on -that-—rsspear—-Fhe--commrasioner
shait-schedule-a-hearing-as-scon-as-practicablie-but-not~ieass
than--35--days——from--the-—date--of--the--reguest--~If--the
commisstoner-finds;—afrer-the—hearingy~+that-the-form-ts-—-not
tn--compiirance-with-this-chapter;-he-may-disapprove-the-form
and--tssue- -a--final--order—-to--that--effect:---Norice-——nf
disapprevatr-incituding-the-grounds-for-disapprovai;-shali-be
preasented-te-the-corporation-not-tess-than-38-days-after—the
hearing-——-fhe——final--order-—is--effeetive-30-days-after-the
hearing~s
t2y--A--ecorporation--whose--forms--have—-beaen---ordered
discontinued--by-the-commisstaner-may-appeatrs-within-15-days
after-an-erdery-to-a-district-court-af-the-statec--Fhe-courty
dpen-fiting-ef-the-proper-petition;-shatl--cause-the--forms

and--ordera-of-the-commisstener-to-be-brought-before-it;-and

-8- HB 741
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upon-hearing-of-the-case;-the-coure-shati-eicher--affirm——or
reverse-and-vacate-the-order-of-the-commissianers

€3¥-~Fhe-¢ourt-may-suspend-or-stay-a-finat-order-cf-the
commissianer-—under-thia-saction-pending-triat-of-the-itssnes
ar-the—appeat:"

section 7, Section 33-30-307, MCA, is amended to read:

"33-30-307. Notice of rate increases -—--comment--to
commissioner. (1) A health service corporation must inform
members covered under individual plans of any rate increase
at least 45 days prior to such increase. Bach-rate-tnerease
natiee-must-tncindes

tat-—a-previszen--nocifying--the--member--that--he--may
comment-on-the-rate-increase;-and

thy--the-matrkiing-address-of-rhe-commissroners

{2) The premium rate for an individual pelicy
converted from a group plan in accordance with 33-30-1007(3)
may not be increased during the first 6 months of coverage
of the individual policy."

Section 8. Section 33-30-312, MCA, is amended tc read:

"33-30-312. Enrollment representative -- filing with
and apprcval by commissioner - license. (1) Each
corporation subject to the provisions of this chapter shall
notify the commissioner through its proper officer or agent
of the name, title, and address of each person it desires

appointed as an enrollment representative, The notice shall
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be accompanied by a written application, wupon a Fform
furnished by the commissioner, Ffrom the appointee. The
commissioner shall issue to that appointee a license which
states that the person named is a constituted enrollment
representative of the corporation in this states if, upon
receipt of this written notice, when accompanied by the
proper fee, it appears that:

{a} the appointee 1is a competent and suitable person
who intends te held himself out in good faith as the
corporation's enrollment representative: and

{(b) he gqualifies under the provisions of this section.

{2) For appointees who have not acted as an enrollment
representative for a health service corporation Ffor a
period of 2 years prior to July i, 1975, if he considers it
desirable, the commissioner may require an appointee to
submit to an examination to determine the gualifications of
the appointee to act as an enrollment representative in this
state. This examinatiocn shali-inquire-inte-an-applicantia
kncu}edgefﬁffthefprevi3§ons~cffthis—chnpt:r—and—cE—the—f@rm:
submitted—ana—uti}ized—by-the—emp}cyinq—eorporation must he

the same as given to applicants for a disability insurance

agent license as provided for in chapter--17 33-17-212

THROUGH 33-17-214.

(3} Upon receipt by the comnissioner of notification

from a nealth service corporation that the corporation
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desires a particular individual to be appointed as its
enrcilment representative, that perscn has a temporary
enrollment representative's license until the commissioner
notifies the corporation of actian taken upon the
application. If the commissioner rejects the application,
the prospective appointee's eligibility to act as an
enrollment representative ceases on the day the corporation
is notified of rejection."

Section 9. Section 33-30-1007, MCA, is amended to
read:

"33-30-1007. Conversion on termination of eligibility.
{1} The group hospital or mecdical service plan contract
issued or renewed by a health service c¢orporation after
Octeber 1, 1981, shall contain a provision that iIf the
insurance or any portion of it on a person, his dependents,
or family members covered under the policy ceases because of
termination of his employment or of his membership in the
class or classes eligible for coverage under the policy, eor
as a result of an employer discontinuing his business, or as

a result of an employer discontinuing the policy issued by

the health service corporation and not providing for any

other group disability insurance or plan, such person shall,

provided he has been insured for a period of 3 months, be
entitled to have issued to him by the Iinsurer, without

evidence of insurability, an individual policy of hospital
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or medical service insurance on himself, his dependents, or
family members, provided application for the individual
pelicy shall be made and the first premium tendered to the
insurer within 31 days after the termination of group
caverage,

{2} The individual pclicy shall, at the option of the
insured, be on any of the forms then customarily issued by
the insurer to individual policyholders with the exception
of those whose eligibility is determined by their
affiliation other than by employment with a particular
entity.

(3) The premium on the individual policy shall be at
the insurer's then customary rate applicable to the coverage
of the individual policy but may not be greater than 150% of
the insurer's highest group rate for a policy with the same
benefits as the conversion policy."

NEW SECTION. Section 10. License required. (1) No
person may act as a health service corpeoration and no health
service corporation may conduct business in this state
except as authorized by a license issued by the
commissioner.

(2) Such license may be 1issued by the commissioner
only after the person has complied with the applicable
previsions of thls title.

{3) A health service corporation 1s entitled to a
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continuation of its 1license wupon payment of the annual
continuation fee specified in 33-30-204(¢(1)(i) and upon
continued compliance with the provisions of this title.

{4) A license 1issued or continued under this section
may be revoked or suspended by the commissioner for

violation of this title.

NEW-SEEPION:--Section-12Z:--Membership—---contracts—--to
provide-—fer--freedom--of---cheice--—of-~--practitioners---—-
professionat---practice--nok--entarged:---{1y--A--membership

econtract-detrveredy-t9sued-for-detiveryy—or-renewed-tn-—thia
state--must--provide-that-the-member-shati-nave-fnli-freedom
of-chetce-in-the-serection-of-any-duty--ticensed--phystciany
dentiaty-—osteopathy-chiropracter;-cptometriaty-¢chiropodrsey
paychotsgist;-tiecensed-socini-worker;——or-—nurae--speciakist
specificatiy-liated-tn-3F-0-202-for-treatment-of-any-iiineas
or--tnjury-within-the-scope-and-rimitations-of-that-personts
practices-Whenever-such-potictes-insure-against-the--axpanse
of--drugs;-—the--member-shati-have-furi-£reedoem-of-choitce—tn
the--setectien--of--any-—-duly---ticensed---and---registered
pharmaciats—-A--health--aervice--corporation-shall-offers-at
additiona¥-cost-to-the-member;-rthe-sprion-of-disabittey--and
heatth- -insuerance—-—-coverage--for--servicea--—performed--by-—-a
itcensed-profeassionat-counsetors

t2y--Nothing--tn--this- -seectron--may--be--ecenstrued--as

eniarging —-the--scepe-—anrd-timitations-of-practice-of-any-of
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the—iicensedéprofeasians-enumeratedvin—sabsection-~f117—~nor
may——this--section——be~~construed—-as—amending7—a}teringr—of
repeaiing—any—statutes—reiating—to-the-iicensing-or—-use——af
hospitatss

faf——ﬁothing——inv-bhis——section——may--be—aconstrued-—to
require—~a‘-heaith~rservicef-Accrpcration_—-tc-~ﬁpay—-—those
pract&tioners-enumeratedvin—aubaection—fi}-an—amountfgreater
than—A—thatH-paid——for——simiiar--se:vices——to-—practitioner:
coﬂtracting—with*the—healthfservice-corporaticn7

NEW SECTION. Section 11. Extension of authority. Aany
existing authority of the commissioner of insurance to make

rules on the subject of the Provisions o©of this act

is
extended to the provisions of this aet.
NEW SECTION. Section 12. Codification itnstructions

INSTRUCTION. {%} Sectien 3} 10 is intended to be codified as
an integral part of Title 33, chapter 30, part 1, and the
provisions of Title 33, chapter 30, part 1, apply to sectior
it 10.

fﬂ}**Sectionf*12*'1s~vinbendcd**to-~be-“cedified**a3"an
integra}—part~o§—?it}e—337—chnpter—~397——part--i67—~and——the
proviaiens——cfffTitle—"33777chapter--3977—paft——i87—app}yﬁto
sectton-12+¢

NEW SECTIOM. Section 13, Applicability. Section i1
appiiea—-ta——memberﬁhtp-*tﬁntracts——enhered—-into—or—renewed

after-June-387-19%a88- 3 APPLIES TO INDIVIDUALS APPOINTED AS
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ENROLLMENT REPRESENTATIVES ON OR AFTER THE EFFECTIVE DATE QF

THIS ACT.
NEW SECTION. Section 14. Effective date. This act is
effective January 1, 1988,

-End-
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STANDING COMMITTEE REPORT
SENATE

MR. PRESIDENT

We, YOUr COMMITIBR ON.....ccreeeerieeerenennns BUSINESS. AND INDUSTRY e,
having had under consideration................... HOURE. BIL No....... 741
THiRD reading copy ( __BLUE )
color

HARP ( HAGER )

REGULATION OF HEALTH SERVICE CORPORATIONS

Respectiully report as follows: That............. HOUSE . BIL L. . o e No.......741 .

be amended as follows:

1. Page 4, line 12.
Following: "22" ‘
Insert: ", except 33-22-111"

AND AS AMENDED,

BE CONCURRED IN

KX A8
XG0

SENATOR ALLEN C. KOLSTAD, Chairman.



