
HOUSE BILL NO. 741 

INTRODUCED BY HARP, HAGER, HALLIGAN, MEYER 

FEBRUARY 13, 1987 

MARCH 19, 1987 

MARCH 20, 1987 

MARCH 21, 1987 

MARCH 23, 1987 

!'<!ARCH 24, 1987 

MARCH 25, 1987 

MARCH 27, 1987 

MARCH 30, 1987 

BY REQUEST OF THE STATE AUDITOR 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTSE 
ON BUSINESS & LABOR. 

ON MOTION, REREFERRED TO COM~ITTEE 
ON TAXATION. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 84; NOES, 10. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO CO~~ITTEE 
ON TAXATION. 

ON MOTION, REREFERRED TO COMMITTEE 
ON BUSINESS & INDUSTRY. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

SECOND READING, CONCURRED IN. 

ON MOTION, RULES SUSPENDED AND BILL 
PLACED ON THIRD READING THIS DAY. 



MARCH 30, 1987 

APRIL 8, 1987 

APRIL 9, 1987 

THIRD READING, CONCURRED IN. 
AYES, 47; NOES, 3. 

RETURNED TO HOUSE WITH AMENDMENTS. 

IN 'THE HOUSE 

RECEIVED FROM SENATE. 

SECOND READING, AMENDMENTS 
CONCURRED IN. 

THIRD READING, AMENDMENTS 
CONCURRED IN. 

SENT TO ENROLLING. 
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INTRODUCED BY lf'A!f'J' /1~ r o2 r Jld~~~ 

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, 

33-30-203, 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." 

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. {l) 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 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 associations as identified in 

chapter 6, except as stated in chapter 6; and 

(c) frate~nal benefit societies, except as stated 1n 

~·'"' '""'"'''"" <oonc.' 
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LC 0874/01 

chapter 7. 

(3) This code 5he%%--~ot--Rpply ~es to health 

service corporations~ to-the-exte"t-that-the The existence 

e"d--ope~atio"~ of such corporations a~e--author±zee is 

governed by Title 35, chapter 2, and related sections of the 

Montana Code Annotated.'' 

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

'
1 33-l-201. Definitions insurance in general. For 

the purposes of this code, the following definitions apply 

unless the context requires otherwise: 

(l) 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 d'1ly authorized by 

subsisting certificate of authority issued by the 

commissioner to transact insurance in this state. 

(3} A ''domestic insurerH is one incorporated under the 

laws of this ~tate. 

(4) A ''foreign insurer'' is one formed under the laws 

of any jurisdiction other than this state. Except where 

distinguished by context, foreign in~urer includes dlso an 

alien insurer. 

( 5) ''Insurance'' is a contract whereby one undertakes 

to indemnify another or pay or provide a specified ~r 

determinable amount or 

-2-

benefit. upon determinable 

INTRODUCED BILL 
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contingencies. 

(6) ''Insurer" includes every person engaged as 

indemnitor, surety, or contractor in the business of 

entering 

includes 

into contracts of 

a health service 

insurance. 

corporation 

The term also 

referred to in 

33-1-102. 

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

incorporated under the laws of this state and: 

insurer 

(a) if a mutual company, not less than one-half of the 

policyholders 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 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 11
, 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. 
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(10) An "unauthorized insurer" is one not authorized by 

subsisting certificate of authority issued by the 

commissioner to transact insur-ance in this state." 

Section 3. 

"33-30-102. 

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

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 ~hepter title. 

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

this chapter applicab e 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.'' 

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 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 obl iqa t ions 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 personnel policies to assure that 

efficient and economic administration restrains overhead 

costs for the benefit of its members. 

I 3 l 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. 

14) The commissioner or his examiner shall make a 

verified report of the examination. 

I 5 l The report shall compr1se only facts appearing 

from the books, papers, records, or documents of Lhe 

corporation examined or ascertainPd from the testimony, 

under oath, of individuals concerning its affairs and 

conclusions and recommendations as warranted by those facts. 

( 6) The commissioner shall furnish a copy of the 

proposed report to the corporation ~xamined not less than 20 

days prior to its filing in his uffice. If the corporation 

requests a hearing, in writing, within the 20-day period, 

the corrunissioner shall grant one -with rPspect to the report 

dOd 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 sh~.ll pay for each 

examination conducted __ pursuant to subsections (lj and (2) in 

accordance with 33-l-413.'' 

Section 5. Section 33~30-203, MCA, is amended to read: 

"33-30-203. Premium tax ~x~mpt±on. A health servicP 

corporation is ~~~mpt~f~om-al±-p~em±ttm~t~~~~ subject to the 

E...£_emium tax in 33-2-705." 

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

''33-30-204. Fees. (l) Every health service corporation 

subject to the provisions of this chapter shall pay the 

following fees to the commissioner for enforcement of 

provisions of this chapter: 

the 

(d) 

I i l 

enrollment representative's license: 

application for ori.ginal license i:nelttdi:n9 

exami:netien and issuance of license ••.••....•.••..• 5T& $1S 

(ii) dnnual renewal ........................... $-5 i!2 

(iii) examinati?_!!___f__c:?_;:_____!icense__!_ __ fur each examination 

~~-·············································· $15 

ib) 

I c) 

filing any other statement or report ........• $ 1 

for a certified ~opy of any document or other 

paper filed in the office of the commissioner, per paqe 

$.50 

(d) for the certificate drld for ~ft;xing the sedl 

thereto $-± Ll_(J 

-6. 
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(e) filing of a membership contract .......... ~±6 ~ 

(f) filing of a membership contract packdge . $~5 $100 

(g) filing annual report, a-tee-of-56-eent~--for--eaen 

±no~~±dttal--or--fam±~y--an±t--the-eor~orat~on-~overe~-at-the 

elo~e-ef-the-year-to-wkfek-the-ann~ai-report-±~--appl±eaele, 

e~eept-that-the-min+m~m-fee-payab±e-tl~~n-f±±±nq-~f-an-anntla± 

re~ort--±~--$iee~ othe~ than as part of applica~ion fur 

origin~! license_ .•.... _ .•.••......... _ ........... ~.~ •..... $2~ 

(h) issuance of llealth ser_vice_~~~r_ation licens~_:_:_ 

..•••......•.••••..•••••...•••••••. ~~.__. .. _._.__._,_~3_{)_0_ 

ill_ annual continuati<?n of heal~_h !:>ervice corporation 

license •...• _ .•.....•.. ~~-·~~~_:_~~~-·- $300 

( 2) The commissioner shall promptly deposit with the 

state treasurerL to the credit of the 9ener~i-ftln~ l1lsurance 

regulatory trust acc~~nt provided for in 17-2-~ 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, approvql,--h~or±n9--on 

die8~prova±,--8ppea±. tit A copy of all forms ot the 

membership contract or any type of endorsement or rider 

shall be filed with and approved by the commissioner of -.~hi~ 

~tate and the insurance regulator o~ the state of domicile 

of the health servic~ corporat~on in accordance with cJ.:I.apter 

~p~ ~he-eomm+~~±en~r-a~-~~o~t--39--~~y~--betor~--that 

form- -<te -- f± re~--o:~edo--Whet~:-e:-for-r. · ~oe~- no~ -eol'l'lply-w± th- the 
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re~~±rement~-oE-thie-ehap~~r- 7 -the-eommt~~+on~r-~hall--not±fy 

~h~--eorporat±o~--in-wr±t±n~-of-~hat-fa±l~re-and-±neio:~e-the 

ree:~on~-for-h±~-op±t~:±on-.-H~f~~~-the-eorp~ra~i~~--req~e~t~--a 

h~ar±ng-w±thin-~9-~ay~t-notiee-by-the-eommi~~i~~er-~~~aii~w~ 

tlSe--~£--~h~~--form--by--the-eor~era~~en7-±f-the-eorpe~a~~Or'l: 

ehelienge~-th~-eemmi~~ion~rL~--~i~al±owanee--ef--a--form--it 

~~arr--re~ue~t--a--hearin~--on--that-i~~~e~-The-eomm+~~i~r'l:er 

~hal±-~e~edo:ie-a-hear±~~-a~-~oon-a~-prae~ieaOie-btlt-not-±e~~ 

than--±5--day~--£r~m---the--dat~--o£--the--re~tl~~t7---f£--~he 

eomm±~~±oner--find~ -after-the-hear+n9 7 -that-the-form-+~-not 

±n-eomplianee-wit~-th~~-ehapter 7 -he-may-~i~epprove-the~-£orm 

an~---i~~ue---a--f±nal--order--to--thot--efteet.--Notiee--of 

di~approva± 7 -ineiudin9-the-~rounds-for-~±~ap~rovai7-shatt-be 

present~~-to-the-eorpora~ion-t~:ot-±ess-th~n-;e-days-after-the 

heartn9o-Phe·f±nat-order-±~--effeetive--36--day~--after--the 

hearin9o 

fZt--A---eorporation--who~e--torms--hav~--been--ordered 

di~eent±nued-by-the-eommi~s±oner-may-dppea±,-w±th±t~:-t5--days 

after-an-ordert-to-a-di~tr-±et-eotlrt-of-the-~tate-.-Phe-eo~r-tr 

tipon--fi±in9--0f--the-proper-pet±t±ot~:7-shall-eatl~e-the-form~ 

an~-or~er-~-of-the-eemm~~~ioner-to-b~-br-o~ght-befor~-it,--and 

~pet~:--h~art~9--of-the-ea~~~-the-eo~rt-~ha!~-e±eher-a£f~~m-o~ 

r~v~r~e-and-vaeate-the-ord~r-o~-the-e~mmis~±on~ro 

f3t--The-eatl~t-may-~~~pend-~r-~~ay-a-finn±-erde~-o~-the 

eommie~ie~er-~n~er-thi~-~eetion-~endin~-trial-e£-~he--t~~o:e~ 
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or-~he-apf)eal.-" 

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

"33-30-307. Notice of rate increases ---ee!Ml~ne-to 

comm~~~ioner. (1) A health service corporation must inform 

members covered under individual plans of any rate increase 

at least 45 days prior to such increase. Eae~-rate--±ncr~a~e 

not±ee-mtl8t-ine±~~e~ 

t~t--a--provi3~en--not±fyin9--~ne--member--t"at--he-may 

eomment-en-tne-rate-inerea~e;-and 

t~t--the-mei±±nq-addre~~-of-the-eomm~~~±oner.-

(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 months of coverage 

of the individual policy.'' 

dnd 

Secti0n 9. 

"33-30-312. 

approval 

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

Enrollment representative filing with 

by commissioner license. { 1 J Each 

corporation subject to the provisions of this chapter shall 

notify the commissioner through its proper officer or agent 

of the name, title, and address of each person it desires 

appointed as an enrollment representative. The notice shall 

be aC"companied by a written application, upon a form 

ft1rnished by the commissioner, from the appointee. The 

commissioner shall issue to that appointee a license wtu ch 

states that the person named is a constituted enrollment 

-9-
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representative of the corporation in this state, if, upon 

receipt of this written notice, when accompanied by the 

proper fee, it appears that: 

(a) the appointee is a competent and suitable person 

who intends to hold himself out in good faith as the 

corporation's enrollment representative: and 

{b) he qualifies tJnder the provisions at 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 l, 1975, if he con~iders it 

desirable, the commissioner may requ~re an appointee to 

submit to an examination to determine the qualifications of 

the appointee to act as an enrollment representative in this 

state. Thi~ examination ~Ma%%-±nq~ir~--into--o~--apprteen~~~ 

knowT~d~~-of-the-p~~~~~ien~-af-th~~-ehap~~~-Bnd--~t-tne-f~~m~ 

~~bmi-tted--e:nd-tlt i l: i'!:ed-by-the-~mploy-t:n~-ee'!'port'!til"JM mus~-~~ 

th_e same as giv~n _to a..2.2_llcant:::; _fot· _ _? _ _9_is~b:.0__!_y___~-!~~-~_E:-~nce­

aqen~ _ _! icen~~_as pro.:!idcd f.:2_~_Ehapt~l_2. 

(3) Upon receipt by the commissioner of notification 

from a health service corporation that 

desires a 

enrollment 

particular individual 

representative, that 

to be 

per::;on 

the corporation 

appointed as its 

has a tempo:-ary 

enrollment representative's license until tt1e cnmmissiLlnPr 

r.(!tlfies t-he coriJcra.t.ion of act~o:' raken upun the 

application. If the commissioner reiects the application, 

-]0-
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the prospective appointee's eligibility to act as an 

enrollment representative ceases on the day the corporation 

is notified of rejection.~ 

Section 10. Section 33-30-1007, MCA, is amended to 

read: 

''33-30-1007. Conversion on termination of eligibility. 

(1) The group hospital or medical service plqn 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 ceases because of 

termination of his employment or of his membership in the 

class or classes eligible for coverage under the policyL e~ 

as a result ot an employer discontinuing his business, or as 

a result of an employer discontinuing the p~~u~~ 

t_he health service corpor~tion ~0ot 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 Qpplication 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 1s 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 co~version policy.'' 

NEW SECTION. Section 11. License required. ( 1) No 

person may act as a health service corporation and no health 

service corporation may 

except as authorized 

commissioner. 

conduct 

by a 

busine~s 

license 

in this state 

issued by the 

(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 

continuation of its license upon payment of the annual 

continuation fee specified in 33-30-204(1)(1) and upon 

continued compliance with the provisions of this title. 

(4) A license issued or concinued under ttlis section 

may be revoked or suspended by the commissioner for 

-12-
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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. {l) 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 member shall have full freedom of choice in 

the selection of any duly licensed and registered 

pharmacist. A health service corporation shall offer, at 

additional cost to the member, the option of di~ability and 

health insurance coverage for services performed by a 

licensed professional counselor. 

(2) Nothing 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 

23 repealing any statutes relating to the licensing or use of 

24 hospitals. 

25 (3) Nothing in this section may be construed to 
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require a 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 of this act is 

extended to the provisions of this act. 

NEW SECTION~ Section 14. Codification instructions. 

(l) Section 11 is intended to be codified as an integral 

part of Title 33, chapter 30, part l, and the provisions of 

Title 33, chapter 30, part 1, apply to section 11. 

(2) Section 12 is intended to be codified as an 

integral pact of Title 33, chapter 30, part 10, and the 

provisions of Title 33, chapter 30, part 10, apply to 

section 12. 

NEW SECTION. Section 15. Applicability. Section 11 

applies to membership contracts entered into or 

after June 30, 1988. 

renewed 

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

effective January 1, 1988. 

-End-
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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 

FY89. 
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 FY88 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 2%. 

FISCAL IMPACT: 
Revenues: FY88 FY89 

Current Law Pro:eosed Law Difference Current Law Pro:eosed 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 

Ex2enditures: 
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 

DATE 

and Program Planning 
Fiscal Note for HB741, as introduced. 
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AS AMENDED 

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; AMENDING 

SECTIONS 33-1-102, 33-1-201, 33-30-102' 33-30-105, 

33-38-i93T 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 HONTANA: 

Section 1. Section 33-1-102, MCA, is amended to read: 

"33-1-102. Compliance required -- exceptions health 

service corporations. (l} 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 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 associations as identified in 

charter 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 8haii--net--appiy applies to health 

service corporations AS PRESCRIBED IN 33-30-102. te--the 

e~te"t--that--~he The existence aftd--eperotione of such 

corporations are-au~ftorized 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 11 domestic insurer" is one incorporated under the 

laws of this state. 

(4) A "foreign insurer 11 is one formed under the laws 

of any jurisdiction other than this state. Except where 

distinguished by context, foreign insurer includes also 

alien insurer. 

an 

(5) "Insurance'' is a contract whereby one undertakes 

to indemnify another or pay or provide a specified or 

determinable amount or benefit upon determinable 
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contingencies. 

(6) "Insurer .. includes every 

indemnitor, surety, or contractor 

person 

in the 

engaged 

business 

as 

of 

entering into contracts of insurance. The term also 

includes a health service corporation re£erred--~o--%n 

33-l-l6i IN THE PROVISIONS LISTED IN 33-30-102. 

(7) A "resident domestic insurer" is an 

incorporated under the laws of this state and: 

insurer 

(a) if a mutual company, not less than one-half of the 

policyholders 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 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 

the District of 

used as to jurisdiction, means a 

state, 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. 
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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. 11 

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 ehapeer e~tieo CHAPTER. IN 

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 ... 

Section 4. 

"33-30-105. 

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

Examination of a health service 

corporation. (1) If the commissioner believes a health 

service corporation is unable or potentially unable to 

fulfill its contractual obligations to its members, the 

commissioner may conduct an examination of that corporation. 

(2) In addition to the examination authorized in 
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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 

corporation'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 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. 

(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 

conclusions and recommendations as warranted by those facts. 

(6) The commissioner shall furnish a c~py of the 

proposed report to the corporation examined not less than 20 
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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 corporation shall pay for each 

examination conducted pursuant to subsections (l) and (2) in 

accordance with 33-1-413." 

See~ien-s.--seeeion-33-36-ie3,-MeA,-is-amended-~o-~ead~ 

~33-39-%93•--P~emittm-~ax-exemp~iono--A--health--se~viee 

eerperation--is-exemp~-f~om-a%%-premium-~axe~ s~b;eet-to-the 

premittm-tax-in-33-r-Tes.u 

Section s. 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 commissioner for enforcement of the 

provisions of this chapter: 

(a) enrollment representative's license: 

(i) application for original license ineh:tding 

examination and issuance of license •....•..•..••••• 

(ii) annual renewal 
0 0 0 0 I 0 o 0 0 0 0 0. 0. 0 0 0 0 0 0 0 0 0 0 0 0 

~i9 ill 

$-5 ill 
(iii) examination for license, for each examination 

•..•••.•.....•.•...................••.•...•.....••..•..• $15 

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

(c) for a certified copy of any document or other 
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paper filed in the office of the commissioner, per page 

$.50 

(d) for the certificate and for affixing the seal 

thereto .......•. , ..•..•••• , , ••• , , . , , ...•• , •••.••••. $-i i!Q 

(e) filing of a membership contract ••••.•..•• $i6 ~ 

(f) filing of a membership contract package • $i5 $100 

(g) filing annual report, a-fee-o£-59-cen~~-£er-eaeh 

~ndiv~dtlai-or-£am±iy-ttn±t-the--eorporatieft--eovere~--at--the 

erese--o£-~he-year-to-~hieh-the-aftntlai-report-±s-applieabie7 

exeept-that-the-minimum-£ee-payable-Hpon-£ilin9-of-an-annttal 

report-is-$i99T other than as part of application for 

original license $25 

(h) issuance of health service corporation license 

..... " .................................................. $300 

(i) annual continuation of health service corporation 

license ..•.•••.•.....•••••••••••••.......••.. ; •• · .••... $300 

{2) The commissioner shall promptly deposit with the 

state treasurerL to the credit of the generai-f~nd insurance 

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

and license fees received by him under this section. 11 

Section 6. Section 33-30-301, MCA, is amended to read: 

"33-30-301. Forms 

dieapprovat;--appeai. tlt 

filing, 

A copy 

approva17--heering--on 

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 
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state and the insu~ance regulator of the state of domicile 

of the health service corporation in accordance with chapter 

1, part 5. the--eemm~ss~oner-at-least-39-days-be!or~-ehat 

Eorm-is-first-~sed.-Hheft-a-ferm-dees--ftot--comply--with--th~ 

req~irem~nes--or-this-ehepeer7-the-eemmissioner-shall-neti£y 

ene-eorperatien-ift-writing-e£-~hat-fai~~re-an~--inc~ttde--the 

rea~ons--rer--his-opinion.-Hn~e~~-the-eorporaeien-reqttests-a 

hearing-wi~hin-19-days,-notice-by-the-eemmissioner-d~sar~ews 

ttse-of-this-ferm-by--the--eorporation.--%f--the--corporatien 

eha!ienges--the--eemmissioner~s--diseiiowanee--of--~-£orm-ie 

sftall-reqttest-a-hearing--en--that--isstte.--~he--commissioner 

shail-sehedttle-a-heariftg-ae-seen-as-praee±eab~e-bttt-not-less 

ehan--i5--days--£rem--the--date--e£--the--reqtleStT---i£--the 

commissiener-finds7-aft~r-the-hearin97-that-the-rorm-±s--not 

in--complianee-with-this-ehapter7-he-may-disapprove-the-form 

and--isstte--a--finei--order--te--that--effeet.---Notice---of 

disappreva%y-inelHding-the-grottnds-for-disapproval,-shall-be 

presented-to-t~e-eorporatien-not-±ess-than-39-days-efter-the 

hear±ng.--~he--finoi--erder--±s--e£fective-39-days-a£ter-the 

hearing. 

tit--A--eerporation--whose--forms--have--been---ordered 

discentintted--by-the-eommissiener-may-appeal,-within-15-days 

after-an-ord~r,-to-a-dts~rte~-eour~-e£-~he-state.-~~e-eo~rt 7 

~port-£±%±ng-o£-ehe-proper-petitien,-shall--e8ttse--the--forme 

and--orders-o£-the-eommiee±oner-~e-be-broaght-be£ore-it 7-and 
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Hpen-hearinq-o~-th~-ease7-the-eeHrt-sha±i-either--sf£±rm--er 

rever8e-al"ld-vaeate-the-order-of-the-eemm±ssienero 

t3t--The-eo~r~-may-sHspend-or-stay-a-f~fta±-order-o£-the 

eommissiener--tlnder-this-seet~oft-pend~ft~-triai-oE-the-issHes 

or-the-tt:ppeei...-'' 

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

11 33-30-307. Notice of rate increases ----eommeftt--to 

eolMti-ssiol"ler. (1) A health service corporation must inform 

members covered under individual plans of any rate increase 

at least 45 days prior to such increase. Eaeh-rate-inerease 

not±ee-mH~t-ineiHde~ 

tat--a-provision--notifying--the--member--that--he--may 

eomment-on-the-rate-inerea~e;-ond 

tbt--the-moiling-sddr~~~-e£-tke-eomm~~~ione~o 

(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 months of cJverage 

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 

no-:iry the commissioner through its proper officer or agent 

of the name, title, and address of each persor· 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 state7 if, upon 

receipt of this written notice, when accompanied by the 

proper fee, it appears that: 

(a) the appointee is a competent and suitable person 

who intends to hold himself out in good faith as the 

corporation's enrollment representative; and 

(b) he qualifies under the provisions of this section. 

{2) For appointees who have not acted as ~n 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 qualifications of 

the appointee to act as an enrollment representative in this 

state. This examination ~hail-inqti~~~-~nto-sn-ap~%iesnt~s 

~nowl~~g~-er-th~-~rov~~ion3-o£-~hi~-ehapter-and-c£-the-£orms 

s~bm~tted-and-ntilized-~y-the-empioying-eorporatien must be 

the same as given to applicants for a disability insurance 

a9ent license as provided for in ehspe~r--%~ 33-17-212 

THROUGH 33-17-214. 

(3) Upon receipt by the co~nissioner of notification 

from a health service corporation that the corporation 
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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 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 contain 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 policyL 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 
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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 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 

benefits as the conversion policy." 

same 

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 
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continuation of its license upon payment of the annual 

continuation fee specified in 33-30-204(1)(1} and upon 

continued compliance with the provisions of thiS title. 

{4) A license issued or continued under this section 

may be revoked or suspended by the commissioner 

violation of this title. 

for 

NEW-SE§!f9N7--S~etion-±~~--Membership----eontraet~---to 

prov~de--Eor--freedom--o£---e~o~ee---o£---praetitioner~----­

profe~~io~ai---praetiee--not--en±~r9ed~---t±t--A--memherehip 

eontract-dei~vered,-±~e~ed-£or-delivery,-or-renewed-±ft--~h±~ 

etate--mtlst--provide-that-the-member-~hail-have-£uil-freedom 

of-choiee-±ft-the-seieetion-of-any-d~ly--lie~ft~~d--phy~ieian, 

d~nti~~,--o3teopath7-ehiropreeto~r-optometr±~tr-ehiropod±~t, 

p~yeho~~gi~t,-l±eensed-socia%-work~r,--or--n~ree--speeia~i~t 

speci£ieeiiy-~±eted-±n-3T-8-29~-£or-treatment-o£-any-±±~ness 

or--±njnry-within-the-seope-and-±±mitation~-o£-that-personi~ 

praet±ee7-Whene~er-eneh-po~ieies-±ns~re-8ga~nst-the--~xpen~e 

oE--drngs,--the--member-sha%±-na~e-fnil-£reerlom-of-choiee-in 

the--eeieet±en--e£--any---d~ly---l±eensed---and---re9istered 

pharmaei~t.--A--health--eerviee--eorparation-sh~ll-~f£err-at 

add±tiena;-eoet-to-the-member,-the-ept±en-of-di~ab±lity--and 

h@a%th--insttranee--eovera9e--for--serviees--performed--by--a 

li' ·n~ed-professional-eottnselor• 

t~J--Noth±ng--in--this--seetion--may--be--eenstrned--a~ 

enlergi~9--the--~eope--and-ltm~t~tion~-or-p~aetiee-o£-any-of 
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~fte-iieeneed-pro!essiefts-eft~meraeed-ift-s~Bsee~ieft--tlt7--nor 

may--this--seeeion--be--coftserued--as-amendin97-a%~erin~7-or 

repeaiin~-any-sta~~~es-reiatin~-eo-ehe-~ieensift~-or--~se--o~ 

hospitals. 

t3t--Nothing--in--~his--~eetion--may--be--conserHed--te 

reqH~re--4--healeh--serviee---eor~oration---to---pey---those 

praet~tioners-enHmerated-in-sHbseetion-tlt-an-amoHnt-~reater 

tha"---that--paid--for--similar--serviees--to--praetit±eners 

ee"traetinq-with-tfte-health-eerwiee-eorporation. 

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 instrHetions 

INSTRUCTION. t%t Section il 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 

xi 10. 

t~t--S~et~oft--tz--~s--±nteftded--to--be--eodi£±ed--a~-aft 

inte9ra%-part-o£-~±e%e-33r-ehap~er--39 7~-par~--ra,--and--the 

provisions~-of--~i~le--33,--ehapter--39,--part--ler-app~y-to 

seetioft-%%• 

NEW SECTION. Section 13. Applicability. Section H 

appiies--to--membership--eentract~--ent@red--±nto-or-renewed 

art~r-dtt~e-39,-i9B8~ 8 APPLIES TO INDIVIDUALS APPOINTED AS 
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1 ENROLLMENT REPRESENTATIVES ON OR AFTER THE EFFECTIVE DATE OF 

2 THIS ACT. 

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

4 effective January 1, 1988. 

-End-
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BOUSE 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: AMENDING 

SECTIONS 33-l-102, 33-l-201, 33-30-102, 33-30-105, 

33-38-il37 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-l-102, MCA, is amended to read: 

"33-1-102. Compliance required -- exceptions health 

service corporations. (l) No person shall transact a 

business of insurance {n 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: 

(at domestic farm mutual insurers as identified in 

chapter 4, except as stated in chapter 4: 

(b) domestic benevolent associations 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 shsii--no~--sppi' applies to health 

service corporations AS PRESCRIBED IN 33-30-102. ~o--~he 

extent--that--the The existence end--operations of such 

corporations see-aathoeieed 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 one undertakes 

to indemnify another or pay or provide a specified or 

determinable amount or benefit upon determinable 
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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 referreft--te--±n 

33-l-19~ IN THE PROVISIONS LISTED IN 33-30-102. 

( 7) A "resident domestic insurer'' is 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) if a stock insurer, not less than one-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 Dist~ict of Columbia, or a territory, 

commonwealth, or possession of the United States. 

(9) "Transact", with respect to insuraRce, includes 

any of the following: 

(a) solicitation and inducement; 

(b) preliminary negotiations; 

(c) effectuation of a contract of insurance; 

(d) t~ansaction of matters subsequent to effectuation 

of the cont~act of insurance and arising out of it. 
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110) 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 ehapter title~ CHAPTER. IN 

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 THROUGQ 33-17-214 

AND CHAPTERS l, 15, 18, 19, ANO 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." 

Section 4. 

"33-30-105. 

corporation. (1) 

Section 33-30-105, MCA, is amended to xead: · 

Examination of a health service 

If the commissioner believes a health 

service corporation is unable or potentially unable to 

fulfill its contractual obligations to its members, the 

commissioner may conduct an examination of that corporation. 

(2) In addition to the examination authorized in 
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once every 4 

examination of 
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years, the 

each health 

service corporation to determine if the corporation is 

fulfilling 

satisfaction 

its contractual obli9ations by prompt 

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 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 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, papers, records, or documents of the 

corporation examined or ascertained from the t~stimony, 

under oath, of individuals concerning its affairs 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 
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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 corporation shall pay for each 

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

accordance with 33-1-413." 

Seetion-s.--s~e~ien-~~-~8-i&3,-MeA,-is-amended-~e-r~ad~ 

•33-38-i93·--Premi~m-tax-exemption.--A--heaith--serviee 

eorperat~en--~e-~xempt-frem-a±l-premi~m-taxes sabjeet-ta-~he 

premiam-tax-in-33-~-Tes.a 

Section S. 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 fe~ to the commissioner for enforcement of the 

provisions of this chapter: 

(a) enrollment representative's license: 

(i) application for original license '=neh,.Hng 

exam±natien and issuance of license .•..••.•.••••••. $18 1!i 

1 ii) annual renewal •.••••••••.••..••..•••••••• $-5 ill 

(iii) examination for license, for each examination 

........................................................ $15 

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

(c) for a certified copy of any document or other 
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paper f!led in the office of the commissioner, per page 

$.50 

(d) for the certificate and for affixing the seal 

thereto . . . • . • . . . . . . . . . . . . • . • . . . . . . . . . . . . . • • • • . • . . • • $-i ill 

(e) filing of a membership contract •..•••.•.• $%9 i£2 

(f) filing of a membership contract package • $iS $100 

(g) filing annual report, ~-fee-of-59-eents-!er-eeeh 

in~iv~d~a%-er-fomiiy-anit-the--ee~perotien--eevered--at--the 

eiese--o!-~fte-yeor-ee-whieh-the-annHel-repert-is-applicabieT 

e•eept-that-the-minimam-fee-payable-apon-£iiing-ef-an-annHai 

reper~-is-$t88T other than as part of application for 

original license •••••••••••.••.••.•..•.........•....... $25 

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

• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • $300 

(1) annual continuation of health service corporation 

license ••••••••••••••••••••••••••••••••..•••. ; .. ·. • • . • . $300 

(2) The commissioner shall promptly deposit with the 

state treasurerL 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~" 

Section 6. Section 33-30-301, MCA, is amended to read: 

•]3-30-301. Forms -- filing, approvalT--hearinq--en 

disappro•a~T--appea~. tit 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 
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state and the insurance regulator of the state of domicile 

of the health service corporation in accordance with chapter 

l, part 5. ~he--eoMMissioner-at-teast-38-days-hefore-~ha~ 

form-is-Eirst-used.-When-a-Eerm-dees--net--eomply--with--the 

r~q~ir~Men~s--o£-this-ehapterT-the-eommis~ioner-shai!-notify 

the-eorporation-in-writift9-of-that-faii~re-and--inei~de--~he 

rea~on~--for--his-opinion.-Bnless-the-eorperation-requests-a 

heerin9-within-t8-daysT-notiee-hy-the-eommissioner-disaiiows 

Bse-of-this-farm-by--the--eorperatieftT--fE--the--eerporatieft 

ehalien~es--the--ecmai~sioner~s--disa!!owanee--a£--a-torm-i~ 

sha%~-req~est-a-hearing--on--that--issue.--~he--eomaissioner 

shall-sehedBie-•-heartnq-as-soon-as-praetieah!e-b~t-net-less 

tban--%5--days--from--the--date--of--the--reqaeatT---!f--the 

eemmissiOft~r-EiftdST-af~er-~he-hearinqT-that-the-!era-is--net 

in--eemplianee-with-thie-ehapter7-he-may-a~sappro•e-the-form 

and--issue--a--final--order--to--that--effeet~---Notiee---of 

d~sappro¥aiT-inetad~n9-the-gro~nds-for-disappro•aiT-shalt-he 

presen~ed-to-the-eorporation-no~-iess-than-38-days-after-tbe 

hearingo--~he--fina%--order--is--efteetiwe-39-days-af~er-the 

hearift!T 

tit--A--eorpora~ion--wheae--forms--ha•e--heen---ordered 

diseontinaed--hy-the-eoamissioner-may-appeaiT-vithin-15-days 

e!ter-an-erderT-to-a-aistriet-eoart-of-the-state7-~he-eoartT 

~pon-fi%inq-e!-the-proper-petitionT-shali--eaBse--the--forms 

end--orders-ef-the-eommis~iener-~e-~e-breaQht-befere-it7-and 
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upen-hearing-ef-the-eaSe7-the-ee~rt-shail-either--aft±rm--or 

rever~e-and-vaeate-the-erder-of-the-eommissioner~ 

t3t--The-eoart-may-saspeftd-er-stay-a-£inai-o~der-of-the 

eoamisaiener--ander-this-seet~en-pendinq-triai-~f-the-issaes 

or-tht!!-appeaiT'' 

Section 7. Section 33-)t--307, MCA, is amended to read: 

•JJ-30-307. Notice of rate increases ----eomment--te 

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. Baeh-rate-inereaae 

notiee-mast-inelade~ 

tat--a-pro•ision--notifyin!--the--aember--that--he--may 

comment-on-the-rate-inereaser-and 

tbt--ehe-mailift~-addre~e-ef-the-eommi~sioner• 

( 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 months of coverage 

of the individual policy." 

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

•J]-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 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 wri~ten 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 stateT if, upon 

receipt of this written notice, when accompanied by the 

proper fee, it appears that: 

(a) the appointee is a competent and suitable person 

who intends to hold himself out in good faith as the 

corporation's enrollment representative: and 

(b) he qualifies under the provisions of this section. 

(2) For appointees who have not acted as ~n 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 qualifications of 

the appointee to act as an enrollment representative in this 

state. This examination shall-inqaire-into-an-applieaft~~s 

knewledge-ef-the-pre•isiens-ef-this-ehapter-and-ef-the-feras 

sabm~tted-and-~t~li~ed-by-the-empleying-eerperation must be 

the same as given to applicants for a disability insurance 

agent license as provided for in ehspter--li 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 

enrollment representative's license until the commissioner 

notifies the corporation of action taken upon the 

application. If the commissioner rejects the application, 

the prospective appointee's eligibility to act as an 

enrollment representative ceases on the day the corporation 

is notified of rejection." 

Section 9. Section 33-J0-1007, 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 contain 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~ or 

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 
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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 qroup 

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 eliqibi li ty is determined by their 

affiliation othe[ 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 

benefits as the conversion policy." 

same 

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 
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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 thiS title. 

(4) A license issued or continued under this section 

may be revoked or suspended by the commissioner 

violation of this title. 

fo< 

NEW-SEe~f8H7--Seetto~-li~--Members~~p----eentraets---to 

provide--fer--fr~edom--of---e~oiee---of---praetittoner~----­

profe~sionei---praet+ee--not--eniergedo---t~t--A--member~h+p 

eontraet-deiivered;-issued-for-deitvery,-o~-re~ewed-in--this 

state--mast--provide-that-the-member-shall-have-!~il-freedem 

of-eheiee-in-the-seieetien-ef-any-daly--iieensed--physieian7 

8e~tist,--est~epathT-ehiropraeterT-eptometr±St7-eh~ropo~istt 

p~yeheloqistT-lieeft~ed-seeial-workerT--or--n~r~e--~peeiali~t 

speeifieally-listed-in-3~-8-~9~-fer-treatment-ef-any-itlness 

or--i~j~ry-within-the-seope-an~-limitatie~s-o£-that-person~s 

praetiee~-whenever-sueh-polieies-insure-a~ainst-the--expense 

ef--dr~gsT--tfte--member-shall-have-£~11-freedom-oE-ehoiee-in 

the--~eleetion--o£--any---d~ly---lieensed---and---reqistered 

pharma.cist:.---A--health--serviee--eerperation-shall-e££er 7 -at 

additional-eest-to-the-memberT-the-optien-of-disabiiity--and 

healeh--insuranee--eoveraqe--for--serviees--performed--by--a 

lieensee-pro!essionai-eoHnseior.-

t~t--Nothin~--in--this--see~ien--may--be--eenstr~ed--as 

enlarginq--the--~ee~e--and-!im±tattens-ef-practiee-ef-eny-ef 
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~he-iieens~d-profesaiens-en~merated-in-sabsee~ion--tltT--ner 

may--~his--seeeion--be--eenstraed--as-amendinq7-aiteringT-or 

repeaiing-any-statates-reiating-to-the-~ieenstn9-er--~se--e~ 

heapitala~ 

t3t--Nethin~--in--this--seetien--may--be--eenatraed--te 

require--a--health--serviee---eorperation---~e---pay---these 

praetitieners-enumerated-in-subseetion-tlt-an-amaunt-~reater 

than---that--paid--far--similar--serviees--te--praetitieners 

eontraet±n9-with-the-health-serviee-eorperationT 

NEW SECTION. Section 11. Extension of authority. Any 

existin9 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. tlt Section ll 10 is intended to be codified as 

an inte-qral part of Title 33, chapter 30, part 1, and the 

provisions of Title 33, chapter 30, part lr apply to section 

H 10. 

tit--Seetion--ti--is--~ntended--to--be--eedified--as-an 

inte~ral-part-of-~itle-337-ehapter--38,--part--%8T--and--the 

provisions--ef--~itte--33T--ehapter--38T--part--l87 -apply-to 

seetion-~i~ 

NEW SECTION. Section 13. Applicability. Section H 

app%~e~--te--m@mher~hi~--eontraet~--entered--into-or-renewed 

after-dane-397-19987 8 APPLIES TO INDIVIDUALS APPOINTED AS 

-14- HB 741 
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1 EN~OLLMENT ~EP~ESENTATIVES ON 0~ AFTER THE EFFECTIVE DATE OF 

2 THIS ACT. 

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

4 effective Januaty 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; AMENDING 

33-30-105, SECTIONS 33-1-102, 33-1-201, 33-30-102' 

33-39-2937 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 insurance 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 associations as identified in 

chapter 6, except as stated in chapter 6; and 

{c) frater11al benefit ~ocieties, except as stated ln 

~n• '"•"'"'"" Co""''' 
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chapter 7. 

(3) This code 3ha±±--not--apply applies to health 

service corporations AS PRESCRIB~D IN 33-30-102. to--the 

exteftt--that--the ~~ existence and--operatton~ of such 

corporations are~atlthori%e3 is governed by Title 35, chapter 

2, and related sections of the Montana Code Annotated." 

Section 2. Section 33-l-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: 

(l} An "alien insurer'' is one formed under the laws of 

any country other than the United States, its states, 

districts, territories, and comrnonwe.:l.lt.hs. 

(2) An ''authorized insurer'' is one duly authorized by 

subsisting certificate of authority issued by the 

commissioner to transact insur~nce in this state. 

(3) A ''domestic insurer'' is one incorpurdted under the 

laws of this state. 

(4) A ''foreign insurer'' is or1e 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" lS a conLL'lct whereby one undertakes 

to indemnify dnother :)r pay o:- pr,.Jvlde a specified or 

determincible amount or !Jenefit upon determinable 
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contingencies. 

(6) ''Insurer~ includes every person engaged as 

indemnitor, surety, or C011tractor in the business of 

entering into contracts of insurance. The term also 

includes a health __ __I!ie_r_yice corporation referred--to--in 

33-r-rBr IN THE PROVISIONS LISTED IN 33-30-102. -- -- - ------

(7) A ''resident domestic insurer'' is 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) if a stock insurer, not less than one-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 te,ritory, 

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 mattecs 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. {l) All health service 

corporations heretofore or hereafter organized are subject 

to the provislons of this ehap~~r eit±@o CHAPTER. IN 

ADDITION TO THE PRO~~SIONS 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'~· ~9, 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 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 contracltJal obligations to its members, the 

conunissioner may conduct an examination of that corporation. 

(2) In addition to the examination authorized in 
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subsection ( l), at least once every 4 years, the 

commissioner shall conduct an examination of each health 

service corporation to determine if the corporation is 

fulfilling 

satisfaction 

its 

of 

contractual 

claims at 

obligations by prompt 

the highest monetary level 

consistent with reasonable dues or fees, and that the 

corporation'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 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, papers, records, or documents of the 

examined Q[ ascertained from the testimony, corporation 

under oath, of individuals concerning its affairs and 

conclusions and recomrnendations as warranted by those fact~. 

(6) The commtssioner shal~ ~urnish a copy of the 

proposed report to the corporation examir1ed no~ l_ess ttldn 20 
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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 corporation shall pay for each 

examination ~onducted pursuant to ~ubsections (1) and (2) in 

~ccordance with 33-1-~~-G" 

Seetion-5o--Seetion-33-39-~a3,-M€A,-i~-amended-to-read~ 

ll33-39-~93o--P~em+tlm-tax-exempt±o~~--A--nealth--~erviee 

eo~pO!"t!l t: ion--i-s- exempt- f r-orn-a l l -pt"em.± ttm- t axe~ ~t!~_i e:E.~- to-:- ~he 

prem±ttm-tax-±~-33-2-19S~a 

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

"33-30-204. Fees. (l) Every health service corporation 

subject to the provisions of this chapter shall pay the 

following fees to the commissioner for enforcement of the 

provisions of this chapter: 

(a) 

( i) 

enrollment representative's license: 

application for original license i-nc:-luding 

exeun±-nat-ion and issuance of license ................ $T8 1__!_2 

(ii) annual renewal ~-5 ~ 

(iii) examl:_!laLiC!_n for license, tor each ~xam_!.!:lation __ ~:.~ 

~~ ·--~ ~-~~~::...:....:__·~~~-'--. • _ _c _.__.__:_~_c_~~~-·-·-· _ . ..:....~~--·-·-·_:___::. 

{b) filing any nther state111<o:nl 01- :-eport .•....... 

$15 

$ 1 

(~) for d certified copy of any documer1L or other 
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paper filed in the office of the commissioner, per page 

.......•.................•.....•................•...... $.50 

(d) for the certificate and for affixing the seal 

thereto ......•..................................... $-i $1(] 

(e) filing of a membership contract ~i9 $25 

{f) filing of a membership contract package . $%5 $100 

{g) filing annual report, 8-fee-of-59-~~n~s-for-~aeh 

ind~wid~a~-e~-famiiy-tlnit-th@--e~~poration--eovered--at--the 

cio~~---of-the-year-to-wh±ch-the-anntla!-repe~t-±s-appT~eabie7 

exeept-t~at-the-minim~m-fee-payabie-~pon-fiiinq-of-an-anntlai 

report-t-s-$t99o other than a~_!"_!__ o_~ _ -~ icat ion for 

original license-·~···· .................. ·-=-~~~~-·-~~·___!-~ 

_LhL issuance of health servi_c~ corporati_on license ... 

-· _. _. _. _. _. ,,_._._.__.' . __ ._.__._._,_,_ ....................... '-' ..•......• $300 

l!l __ annual_ continuation of health service co~~!~tion 

.!1_~~-r:t:~_e_ ......•.......•••...•.••.. __ : =---~-~ ••••••••••••••••• $300 

{2) The commissioner shall promptly deposit with the 

state treasurerL to the credit of the qene~ei-f~nd ins~_!ance 

_!_~_9_1~_}atory trust account provided JS'~- 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, approval,--hearin~--on 

di~8pp~~¥8i,--appeei. tit A copy of all forms of the 

membership contract or any type of endorsement or rider 

shall be filed with and approved by the c:q__mJl!_i~~ioner of this 
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state and the _insurance regulator of the state of domicile 

of the health service_~orporation in accordance with chapter 

h_P~ ~! ___ ?~ the- -eomm±~~±OP~;er-at-iee:~t -39-day~-be~ere- that 

ferm-±~-f±r~t-~~ed~-When-a-form-doe~--not--com~ly--with--the 

reqtt ± remen t .s--of--t: h ±!! -el"l~pter 7 - the -eol'M\ i ~ ~ i:ol"le ~-~hal i ~notify 

the-eo~porati:ol"l-il"l-writin~-of-tkat-fai:ltl~e-and--inel~de--the 

rea~ons--tor--h±~-op~~~~l"lo-Hnle~s-tne-eorporation-re~u~~t~-e 

heor~ng-with±n-l8-day~ 1 -no~1:ee-by-the-eommi~~ioner-d~sal±ow~ 

u~e-or-thi~-rorm-by--the--eorporation~--ff--the--eorporation 

ehalienges--the--eomm±~~±oner~~--di:~allowanee--of--a-torm-±t 

~hail-reque3t-a-hearing--on--tkat--±!!~~e.--~he--eomm±s~ioner 

~hail-~ehedtlle-a-hear±ng-a~-soon-a~--praet±eabte-but-not-le~~ 

than--±5--days--from--the--date--or--the--req~e~t~---If--the 

eommis~ioner-finds 1-aft~r-the-hearing,-that-the-form-is--not 

il"l--eompiianee-with-thi~-ehapter7 -he--mey-d±~a~prove-the-form 

and--isstle··-a--ti~al--order--to--t:hat--effeet~---Notiee---of 

di~8ppro~al,-±nclttding-the-ground~-to~-d±~approval 7 -shall-be 

pre!!ented-to-the-eorporat~on-not-less--t:han-39-day~-after-the 

hea~ing~--The--fin8l--order--±e--e£feet±ve-39-d8ys-after-the 

hear±l"lg~ 

t2t--A--eorporation--whose--form~--have--heen---ordered 

d±~eontintted~-by-the-eommi~eioner-mey-eppea±,-with±n-15-day~ 

etter-en-order7-to-e-d±~triet--e~urt-~f-the-~tate~-~he-eottrt~ 

upon-fiii~g-o£-the-~r~per-petiticn 7 -shall--eause--t:~e--£orm~ 

end--order~-o£-the-eommissione~-t~-be-brott9ht-be£ore-±t 7 -end 
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apo~-he8ring-o~-ehe-e8se,-the-eoa~e-~hall-either--arr±rm--or 

rever~e-a~d-vaeate-the-order-o£-the-eomm±~e±o~er. 

f3t--~he-eettr~-may-~a~pend-or-seay-a-E±nal-erder-o£-the 

eomm~eeioner--ttnder-th±e-eect±on-pen~±n~-tr±al-o£-the-±eettee 

or-the-appealo 11 

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

"33-30-307. Notice of rate increases ----eoll'llftent--to 

eei'M\i-ee±ener. (l) A health service corporation must inform 

members covered under individual plans of any rate increase 

at least 45 days prior to such increase. Eaeh-rate-±nereaee 

not±ee-muet-±nelttde~ 

tat--a-prov±e±on--not±fy±ng--the--~ember--that--he--may 

eomment-on-the-rate-±nereaee;-and 

tbt--the-mai±i"g-addre~~-oE-the-eommi~~ionero 

( 2) The premium rat_e for an individual policy 

converted from a group plan in accordance with 33-30-10D7(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 shdll 

notify the commissioner through its proper officer or agent 

of the namF>, title, and address of each pPrson it de~ires 

appointed as an enrollmeJJt representative. The notice shdll 
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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 state, if, upon 

receipt of this written notice, when accompanied by the 

proper fee, it appears that: 

{a) the appointee is a competent and suitable person 

who intends to hold himself out in good faith as the 

corporation's enrollment representative; and 

(b) he qualifies under the provisions of this section. 

(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 l, 1975, if he considers it 

desirable, the commissioner may require an appointee to 

submit to an examination to deteL-mine lhe qualifications of 

the appointee to act as an enrollment representative in this 

state. This examination ~halt-inqtl±re-fnto-en-applieent~~ 

knowtedg~-e£-tne-pro~±~±on~-of-thi~-ehapter-and-o£-the-forrn~ 

~ubmitted-6nd-~t±Ti~~d-by-the-empl~yin9-eo~peration must be 

the same.-~~~~~9-~P_Elica~~~or a disability 1nsurance 

~_Q_.L_~i~ense as __ ~vide~-!_~__Q ehapte~---3:iJ 33-17-212 

THROUGH 33-17-214. 
----~~-~. -·· ·-

(3) Upon receipt by the c:nmr:~issioner of :J.ot;fica.tLm 

from a hedlth service corporatlcn that the corpordtion 
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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 corporation of ace. ion 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.'' 

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

read: 

''33-30-1007. Conversion on termination of eligibility. 

(1) The group hospital or mc:Hcal 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 ceases because of 

termination of his employment or of his membership in the 

class or classes eligible for coverage under the policyL o~ 

as a result of an employer discontinuing his business, ~ 

~l!l_L_~_ an employer discontinuing the ~ __ iss':!_~ 

the health service corporation and not providing for an~ 

ot_~_er group disability insurance or p~-~-~ 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 
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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 t~ndered 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 

person may act as a health service corporation and no health 

service corporation may conduct business in this state 

except as 

commissioner. 

authorized by a license issued by the 

(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 
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continuation of its license upon payment of the annual 

continuation fee specified in 33-30-204(1){1) and upon 

continued compliance with the provisions of this title. 

{4) A license issued or continued under this section 

may be revoked or suspended by the commissioner 

violation of this title. 

for 

NBW-SEE~~oN~--seet~~~-li~--Memee~~n±p----cont~8~~~---to 

p~~vide--£or--freedom--o£---eho±ee---of---praetitioner~----­

pro£e~~±onai---praetiee--not--eniarqed~---tlt--A--member~hip 

eontract-de~iveredr-±~~~ed-£or-dei±•ery,-or-renewed-in--thi~ 

~tate--m~st--provide-that-the-member-sha±±-ha•e-£tlll-freedom 

of-eho±ee-±n-the-~~;eet±on-of-any-dtt~y--iieen~ed--phy~ieian 7 

dent±str--o~teopath7 -eh±ropraetor 7 -optometr±~t,-ehiropod±~tr 

p~yehoio9±st 7 -l±een~ed-~ociai-wor~er,--or--n~r~e--~pee±ar±~t 

~peeifieally-ii8ted-in-37-8-%9%-for-treat~e~t-of-any-iiine~~ 

or--injtlry-w±th±n-the--seope-and-Yimitetion~-of-that-per~on~~ 

praetiee~-wnenever-~~ch-polieie~-±n~~re-a9ainst-the--e~pense 

o£--dr~9s 7 --the--member-shaii-have-ftlll-£reedom-of-eho±ee-±n 

the--seleet±on--of--any---duly---lieensed---and---re9istered 

pharmaetsto--A--health--serviee--eorporatien-~hall-offer 7 -at 

additionaY-eost-to-the-member 7 -the-~pt~on-of-disabitity---and 

health--ins~ranee--eo~era9e--for--~erv±ees--p~rformed--by--a 

lieensed-profess±onal-eounsei~r~ 

t2t--Nothin~--~n--th±s--~eetio~--may--be--een~trued--as 

eniar~in9--the--seope--and-~imitation~-of-praet±ee-o£-eny-of 
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th~-lieen~~d-prof~~~ion~-ennmerated-±n-~ttbseet±on--tlt,--nor 

may--t"i~--~eetio~--be--eonsertted--e~-emendin~7-el~er~n~7-or 
repeHl±ng-any-s~atn~e~-rela~i~g-to-the-iieensin~-o~--nse--o£ 

hospitel~o 

t3t--Noth±ng--~n--this--~eet±on--may--be--eonstrned--to 

reqn±re--a--heaith--serviee---eorporation---to---pay---tho~e 

praet~t±~ner~-ennmerated-±n-subseet±on-tlt-an-amonnt-9reater 

than---that--pa±d--for--~±m±iar--~er~±ees--t~--praet±t±oners 

~ontraet±n9-with-the-nealth-ser~±ee-eorporation~ 

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 ±nst-r-tlet:l:on9 

INSTHUCTION. t-i:t Section -l:l lC is intended to be codified as 

an integral part of Title 33, chapter 30, part l, and the 

provisions of Title 33, chapter 30, part l, apply to sectior 

H 10. 

t2t--Seetion--l2- is--intended--to- -be--~edified--a~--an 

integral-part-of-Pitle-33,-enapter--39,--part--le,--and--the 

pro~~si~n~--~f--Title- -33y--chapter--39y--pert--i9y-apply-to 

seet±on-±%a 

NEW __ SEf'!_I_~ Section 13. Applicability. Section H 

~ppiie~--~~--memb~r~Rt~--eontr~et~--~n~ered--into-or-renewe~ 

a£ter-dune-~9r-t98Bo 8 ~PPLIE~!O ~N~~VIDUALS APPOINTED AS 
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1 ENROLLMENT REPRESENTATIVES ON OR AFTER THE EFFECTIVE DATE OF 

2 THIS ACT. 

3 NEW SECTION. section 14. Effective date. This act is 

4 effective January 1, 1988. 

-End-
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STANDING COMMITTEE REPORT 
SENATE 

MARCH 27, 87 ························································· 19 ......... . 

MR. PRESIDENT 

We, your committee on ......................... ~.O:;i.l:.NJ:.!.S.~ ... ~.0. .. JNP.1".J$.'.J:Jfi ...................................................... . 

having had under consideration ................... HO.US.E .. ;1;3.;1;:£,,!.! ............................................................ No ....... 7.4), .. 

_ __..T...,H...,.I""RD""---- reading copy 1 BLUE 
color 

HARP HAGER 

REGULATION OF HEALTH SERVICE CORPORATIONS 

Respectfully report as follows: That ............. ROUSE .. BILL ............................................................ No ....... 7.4 L. 
be amended as follows: 

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

AND AS AMENDED, 

BE CONCURRED IN 

SENATOR ALLEN C. KOLSTAD, Cha~rman. 


