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INTRODUCED BY,;('L,~ • ~ /, ~- . .rr~ 

A BILL FOR AN ACT ENTITLED: "AN ACT TO REGULATE THE 

FORMATION AND OPERATION OF HEALTH MAINTENANCE ORGANIZATIONS; 

AMENDING SECTIONS 17-7-502 AND 33-22-111, MCA; AND PROVIDING 

AN IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY PROVISION," 

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

NEW SECTION. Section 1. Short title. This act may be 

cited as the 11 Montana Health Maintenance Organization Act 11
• 

NEW SECTION. Section 2. Definitions. As 

[sections l through 29], unless the context 

otherwise, the following definitions apply: 

used in 

requires 

(1) "Agent" means an individual, partnership, or 

corporation appointed or authorized by a health maintenance 

organization to solicit applications for health care 

services agreements on its behalf. 

(2) "Basic health care services" means: 

(a) consultative, diagnostic, therapeutic, and 

referral services by a provider; 

(b) inpatient hospital and provider care; 

(c) outpatient medical services; 

{d) medical treatment and referral services; 
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LC 1134/01 

(e) accident and sickness services by a provider to 

each newborn infant of an enrollee pursuant to (section 

8(3)(e)]; 

(f) diagnostic laboratory and diagnostic and 

therapeutic radiologic services; and 

(g) preventive health services, including: 

(i) immunizations; 

(ii) well-child care from birth; 

{iii) periodic health evaluations for adults; 

(iv) voluntary family planning services; 

(v} infertility services; and 

{vi) children's eye and ear examinations conducted to 

determine the need for vision and hearing correction. 

(3) "Conunissioner" means the commissioner of insurance 

of the state of Montana. 

{4) noepartment of health" means the department of 

health and environmental sciences provided for in 2-15-2101. 

(5) "Director'' means the director of the department of 

health and environmental sciences provided for in 2-15-2102. 

(6) ''Enrollee" means a person: 

{a) who enrolls in or contracts with a health 

maintenance organization; 

(b) on whose behalf a cor1tract is made with a health 

maintenance organization to receive health care services; or 

(c) on whose behalf 

-2-

the health maintenance 

INTRODUCED BILL 
SIS-3S3 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1134/01 

organization contracts to receive health care services. 

( 7) "Evidence of coverage.. means a certificate, 

agreement, policy, or contract issued to an enrollee setting 

forth the coverage to which the enrollee is entitled. 

(8) "Health care services" means: 

(a) the services included in furnishing medical or 

dental care to a person; 

(b) the services included in hospitalizing a person; 

(c) the services incident to furnishing medical or 

dental care or hospitalization; or 

(d) the services included in furnishing to a person 

other services for the purpose of preventing, alleviating, 

curing, or healing illness, injury, or physical disability. 

(9) ''Health care services agreement" means an 

agreement for health care services between a health 

maintenance organization and an enrollee. 

(10) "Health maintenance organization" means a person 

who provides or arranges for basic health care services to 

enrollees on a prepaid or other financial basis, either 

directly through provider employees or through contractual 

or other arrangements with a provider or a group of 

providers. 

(11) "Person" means: 

{a) an individual; 

(b) a group of individuals; 
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(c) an insurer, as defined in 33-1-201; 

(d) a health service corporation, as defined in 

33-30-101; 

(e) a corporation, partnership, facility, association, 

or trust; or 

(f) an institution of a governmental unit of any state 

licensed by that state to provide health care, including but 

not limited to a physician, hospital, hospital-related 

facility, or long-term care facility. 

(12) ''Provider'' means a physician, hospital, 

hospital-related facility, long-term care facility~ dentist. 

osleo~dth, chiropractor, optometrist, podiatrist, 

psychologist, licensed social worker, registered pharmacist, 

or nurse specialist as specifically listed in 37-8-202 who 

treats any illness or injury within the scope and 

limitations of his practice or other person who is licensed 

or otherwise authorized in this state to furnish health care 

services. 

( 13) 11 Uncovered expenditures" mean the costs of health 

care services that are covered by a health maintenance 

organization and for which an enrollee is liable if the 

health maintenance organization becomes insolvent. 

NEW SECTION. Section 3. Establishment oE health 

maintenance organizations. {1) Notwithstanding any law of 

this state to the contrary, a person may apply to the 
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commissioner for and obtain a certificate of authority to 

establish and operate a health maintenance organization in 

compliance with [sections l through 29]. A person may not 

establish or operate a health maintenance organization in 

this state except as authorized by a subsisting certificate 

of authority issued to it by the commissioner. A foreign 

person may qualify for a certificate of authority if it 

first obtains from the secretary of state a certificate of 

authority to transact business in this state as a foreign 

corporation under 35-1-1001. 

(2) Each health maintenance organization operating in 

this state as of (the effective date of this act) shall 

submit an application for a certificate of authority under 

subsection (3) within 30 days of [the effective date of this 

act}. Each such applicant may continue to operate in this 

state until the commissioner acts upon the application. If 

an application is denied under [section 4}, the applicant 

must be treated as a health maintenance organization whose 

certificate of authority has been revoked. 

(3) Each application of a health maintenance 

organization, whether separately licensed or not, for a 

certificate of authority must: 

{a) be verified by an officer or authorized 

representative of the applicant; 

{b) be in a form prescribed by the commissioner; 
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(c) contain: 

(i) the applicant's name; 

(ii) the location of the applicant's horne office or 

principal office in the United States (if a foreign person); 

(iii) the date of organization or incorporation; 

(iv) the form of organization {including whether the 

providers affiliated with the health maintenance 

organization will be salaried employees or 

individual contractors); 

(v) the state or country of domicile; and 

group or 

(vi) any additional information the commissioner may 

reasonably require; and 

(d) set forth the following information or be 

accompanied by the following documents, as applicable: 

(i) a copy of the applicant's organizational 

documents, such as its corporate charters or articles of 

incorporation, articles of association, partnership 

agreement, trust agreement, or other applicable documents, 

and all amendments thereto, certified by the public officer 

with whom the originals were filPd in the state or country 

of domicile; 

(ii) a copy of the bylaws, rules, and regulations, or 

similar document, if any, regulating the conduct of the 

applicant's irlternal affairs, certified by its secrecary or 

other officer having custody thereof; 
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(iii) a list of the names, addresses, and official 

positions of the persons responsible for the conduct of the 

applicant's affairs, including all members of the board of 

directors, board of trustees, executive committee, or other 

governing board or committee; the principal officers in the 

case of a corporation; and the partners or members in the 

case of a partnership or association; 

(iv) a copy of any contract made or to be made between: 

(A) 

(B) 

any provider and the applicant; or 

any person listed in subsection (3) (d) (iii) and 

the applicant. The applicant may file a list of providers 

executing a standard contract and a copy of the contract 

instead of copies of each executed contract. 

(v) the extent to which any of the following will be 

included in provider contracts and the form 

provisions that: 

of any 

(A) limit a provider's ability to seek reimbursement 

for basic health care services or health care services from 

an enrollee; 

(B) permit or require a provider to assume a financial 

risk in the health maintenance organization, including any 

provisions for assessing the provider, adjusting capitation 

or fee-for-service rates, or sharing in the earnings or 

losses; and 

{C) govern amending or terminating an agreement with a 
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provider; 

(vi) a financial statement showing the applicant's 

assets, liabilities, and sources of financ~~ 1 qupport. If 

the applicant's financial affairs are ciudited by independent 

certified public accountants, a copy of the cipplicant's most 

recent certified financial statement satisfies this 

requirement unless the commissioner directs that additional 

or more recent financial information is required for the 

proper administration of [seclion~ 1 through 29]. 

(vii) a description of t_he propo~ed method of 

marketing, a financial plan that 1ncludes a projection of 

operating results anticipated unlil Lbe urgdnization has had 

net income for at least l year, anri a statement as to the 

sources of working capital as well as any other source of 

funding; 

(viii) a summary of feasibility studies or marketing 

surveys that support the financial and enrollment 

projections for the plan, including Lhe potential number of 

enrollees in the operating territory, the projecled number 

of enrollees for the first 5 years, the underwriting 

standards to be applied, and the method of marketing the 

organization; 

(ix) a power of attorney executed by the applicant, on 

a form prescr ib~d by the commissioner, <3ppointing the 

commissioner, his successors in office, and his authorized 
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deputies as the applicant's attorney to receive service of 

legal process issued against it in this state; 

(X) a statement reasonably describing the geographic 

service area or areas to be served by county, including: 

(A) a chart showing the number of primary and 

specialty care providers with locations and service areas by 

county: 

(B) the method of handling emergency care, with the 

location of each emergency care facility; and 

(C) the method of handling out-of-area services; 

{xi) a description of the way in which the health 

maintenance organization provides services to enrollees in 

each geographic service area, including the extent to which 

a provider under contract with the health maintenance 

organization provides primary care to those enrollees; 

(xii) a description of the complaint procedures to be 

used as required under (section ll]; 

(xiii) a description of the procedures and programs to 

be implemented to meet the quality of health care 

requirements in [section 4); 

{xiv) a description of the mechanism by which enrollees 

will be afforded an opportunity to participate in matters of 

policy and operation under [section 6]; 

(xv) a summary of the way in which administrative 

services will be provided, including the size and 
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qualifications of the administrative staff and the projected 

cost of administration in relation to premium income. If the 

health maintenance organization delegates management 

authority for a major corporate function to a person outside 

the organization, the health maintenance organization shall 

include a copy of the contract in its application for a 

certificate of authority. Contracts for delegated management 

authority must be filed for approval with the commissioner 

in accordance with the filing provisions of [section 8(7)}. 

All contracts must include: 

(A) the services to be provided; 

(B) the standards of performance for the manager; 

(C) the method of payment, including any provisions 

for the administrator to participate in the profits or 

losses of the plan; 

(D) the duration of the contract; and 

(E) any provisions 

renewing the contract. 

{xvi) a summary of 

income from premiums by 

for modifying, terminating, or 

current anrl projected enrollment, 

type ot payer, other income, 

administrative and other costs, the projected break-even 

point (including the method of funding the accumulated 

losses until the break-even point is reached), and the 

assumptions made in developinq projeclcd operaring result~; 

(xvii) a summary of all financial guaranties by 
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providers, sponsors, affiliates, or parents within a holding 

company system or any other guaranties that are intended to 

ensure the financial success of the plan, including hold 

harmless agreements by providers, insolvency insurance, 

reinsurance, or other guaranties; 

(xviii) a summary of benefits to be offered enrollees, 

including any limitations and exclusions and the 

renewability of all contracts to be written: 

(xix) evidence that it can meet the requirement of 

[section 13(10)]; and 

(xx) any other information that the commissioner may 

reasonably require to make the determinations required in 

(section 4]. 

(4) Each health maintenance organization shall file 

each substantial change, alteration, or amendment to the 

information submitted under subsection I 3) with the 

commissioner at least 30 days prior to its effective date, 

including changes in articles of incorporation and bylaws, 

organization type, geographic service area, provider 

contracts, provider availability, plan administration, 

financial projections and guaranties, and any other change 

that might affect the financial solvency of the plan. The 

commissioner may disapprove any proposed change, alteration, 

or amendment to the business plan. The commissioner may make 

reasonable rules exempting from the filing requirements of 
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this subsection those items he considers unnecessary. 

(5) An applicant or a health maintenance organizatior1 

holding a certificate of authority shall ~:'~with the 

commissioner all contracts of reinsurance and any 

modifications thereto. An agreement between a health 

maintenance organization and an insurer is subject to Title 

33, chapter 2, part 12. A reinsurance agreement must remain 

in full force and effect for at least 90 days following 

written notice of cancellation by either party by certified 

mail to the commissioner. 

(6) Each health maintenance organization shall 

maintain, at its administrative office, anJ md.k~ d.Vd.ildble 

to the commissioner upon request executed copies of all 

provider contracts. 

NEW SECTION. Section 4. Issuance of certificate of 

authority. (l} Upon receipt at an application for issuance 

of a certificate of authority, the commissioner shall 

transmit copies of the application and accompanying 

documents to the department of health. The department of 

health shall determine whether the applicant for a 

certificate of authority, with respect to health care 

services to be furnished, has: 

(a) demonstrated the willingness and polential ability 

to assure that it will provide health care services in a 

manner assuring availability and accessibility of adequate 
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personnel and facilities and enhancing availability, 

accessibility, and continuity of service; 

(b) arrangements, established in accordance with the 

rules made by the department of health, for an ongoing 

quality assurance program concerning health care processes 

and outcomes; and 

(c) a procedure, established in accordance with rules 

of 

and 

the department of health, to develop, compile, evaluate, 

report statistics relating to the cost of its 

operations, the pattern of utilization of its services, the 

availability and accessibility of its services, and any 

other matters as may be reasonably required by the 

department of health. 

a 

{2) Within 90 days of receipt of the application 

health maintenance organization for issuance 

from 

of a 

certificate of authority, the department of health shall 

certify to the commissioner that the proposed health 

maintenance organization 

subsection (1) or shall 

meets the requirements of 

notify the commissioner that the 

health maintenance organization does not meet tho::;e 

requirements and specify in what respects it is deficient. 

The dir€ctor may extend by not more than an additional 30 

days the 

commissioner 

organization 

period 

that 

meels 

within which he may certify to the 

the proposed health maintenance 

or does not meet the requirements of 

-13-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1134/01 

subsection {1) by giving notice of the extension to the 

commissioner and the health maintenance organization before 

the expiration of the initial 90-day period. 

13) The commissioner shall issue or deny a certificate 

of authority to any person filing an application pursuant to 

[section 3] within 180 days of receipt of the ce~tification 

from the department of health. The commissioner shall grant 

a certificate of authority upon payment of 

fee prescribed in (section 22] if the 

the application 

corrunissioner is 

satisfied that each of the following conditions is met: 

(a) The persons responsible for the conduct of the 

applicant's affairs are competent, trustworthy, and of good 

reputation. 

(b) The department of health certifies, in 

with subsection 12). that 

organization's proposed plan of 

requirements of subsection (l). 

the health 

operation 

accordance 

maintenance 

meets the 

(C) The health maintenance 

effectively provide or arrange for the 

organization 

provision of 

will 

basic 

health care services on a prepaid basis, through insurance 

or otherwise, except to the extent of reasonable 

requirements for copayments. 

(d) The health maintenance organization is financially 

responsible and can reasonably be expected to meet lts 

obligations to enrollees a11d prospective enrollees. In 
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making this dete~mination, 

discretion consider: 

the commissioner may in his 

(i) the financial soundness of the arrangements for 

health care services and the schedule of charges used in 

connection therewith; 

(ii) the adequacy of working capital; 

(iii} any agreement with an insurer, a health service 

corporation, a government, or any other organization for 

ensuring the payment of the cost of health care services or 

the provision for automatic applicability of an alternative 

coverage in the event of discontinuance of the health 

maintenance organization; 

(iv) any agreement with providers for the provision of 

health care services; 

(v) any deposit of cash or securities submitted in 

accordance with (section 13]; and 

(vi) any additional information as the commissioner may 

reasonably require, 

(e} The enrollees will be afforded an opportunity to 

participate in matters of policy and operation pursuant to 

(section 6]. 

(f) Nothing in the proposed method of operation, as 

shown by the information submitted pursuant to [section J) 

or by independent investigation, is contrary to the public 

interest. 
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{g) Any deficiencies identified by the department of 

health have been corrected. 

(4) The commissioner may ln his disc ion deny a 

certificate of authority only if he complies with the 

requirements of [section 21]. 

NEW SECTION. Section 5. Powers of health maintenance 

organizations. (1) The powers of a health maintenance 

organization include but are not limited to the following: 

(a) the purchase, lease, construction, renovation, 

operation, or maintenance of a hospital, a medical facility, 

or both, its ancillary equipment, and such property as may 

reasonably be required for its principal office or for such 

purposes as may be necessary in the transaction of the 

business of the organization; 

(b) the making of loans to a medical group under 

contract with it in furtherance of its program or the making 

of loans to a corporation under its control for the purpose 

of acquiring or constructing a medical facility or hospital 

or in furtherance of a program providing health care 

services to enrollees; 

(c) the furnishing of health care services through a 

provider who is under contract with or employed by the 

health maintenance organization; 

(d) the contracting with a person for the performance 

on its behalf of certain functions, such as marketing, 

-16-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

16 

19 

20 

21 

22 

23 

24 

25 

LC 1134/0.1 

enrollment, and administration; 

(e) the contracting with an insurer authorized to 

transact insurance in this state, or with a health service 

corporation authorized to do business in this state, for the 

provision of insurance, indemnity, or reimbursement against 

the cost of health care services provided by the health 

maintenance organization; and 

(f) the offering of other health 

addition to basic health care services. 

care services in 

(2) A health maintenance organization shall file 

notice, with adequate supporting information, with the 

commissioner before exercising a power granted in subsection 

(l)(a), (l)(b), or (l)(d). The commissioner may disapprove 

the exercise of a power only if, in his opinion, it would 

substantially and adversely affect the financial soundness 

of the health maintenance organization and endanger its 

ability to meet its obligations. The commissioner may make 

reasonable rules exempting from the filing requirement of 

this subsection those activities having a de minimis effect. 

The exercise of authority granted in sub~ections (l)(a), 

(1)(b), and (1)(d) is subject to disapprovd1 by the 

commissioner. The commissioner may exempt certain contracts 

from the filing requirement whenever exercise of the 

authority granted in tttis section would have little or no 

effect on the health maintenance organization's financial 
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condition and ability to meet obligations. 

(3) Nothing in this section exempts the activities of 

a health maintenance organization from any applicable 

certificate of need requirements under Title 50, chapter 5, 

parts 1 and 3. 

NEW SECTION. Section 6. Governing body. (1) The 

governing body of a health maintenance organization may 

include providers or other individuals, or both. 

(2) The governing body sha1l establish a mechanism to 

give the enro1lees an opportunity to participate in matters 

of policy and operation through the establishment of 

advisory panels, by the use of advisory referenda on major 

policy decisions, or through the use of other mechanisms. 

NEW SECTION. Section 7. Fiduciary responsibilities. 

(l) Any director, officer, employee, or partner of a health 

maintenance organization who receives, collects, disburses, 

or invests funds in connection with the activities of the 

health maintenance organization is responsible for the funds 

in the manner of a fiduciary to the health maintenance 

organization. 

(2} A health maintenance organization shall maintain 

in force a fidelity bond on employees and officers in an 

amount not less than $100,000 or Sl1ch other sum as may be 

prescribed by the comm1s:;:;ioner. Each bund must be written 

with at least a 1-year discovery period and, it written with 
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less than a 3-year discovery period, must contain a 

provision that a cancellation or termination of the bond, 

whether by or at the request of the insured or by the 

underwriter, may not take effect prior to the expiration of 

90 days after written notice of the cancellation or 

termination has been filed with the commissioner unless the 

commissioner approves an earlier cancellation or termination 

date. 

NEW SECTION. Section 8. Evidence of coverage and 

charges for health care services. {1) Every enrollee 

residing in this state is entitled to an evidence of 

coverage. The health maintenance organization shall issue 

the evidence of coverage, except that if the enrollee 

obtains coverage through an insurance policy issued by an 

insurer or a contract issued by a health service 

corporation, whether by option or otherwise, the insurer or 

the health service corporation shall issue the evidence of 

coverage. 

(2) A health maintenance organization may not issue or 

deliver an enrollment form, an evidence of coverage, or an 

amendment to an approved enrollment form or evidence of 

coverage to a person in this state before a copy of the 

enrollment form, the evidence of coverage, or the amendment 

to the approved enrollment form or evidence of coverage is 

filed with and approved by the commissioner. 
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(3) An evidence of coverage issued or delivered to a 

person resident in this state may not contain a provision or 

statement that is unjust, unfair, inequ1tabl2. misleading, 

or deceptive; that encourages misrepresentation; or that is 

untrue, misleading, or deceptive as defined in [section 

14{1)]. The evidence of coverage must contain: 

(a) a clear and concise statement, if a contract, or a 

reasonably complete summary, if a certificate, of: 

(i) the health care services and the insurance or 

other benefits, if any, to which the enrollee is entitled; 

{ i i) any limitations on the serv1ces, kinds of 

services, or benefits to be provirlprl, including any 

deductible or copayment feature; 

{iii) the location at which and the manner in which 

information is available as to how services may be obtained; 

(iv) the total amount of payment for health care 

services and the indemnity or service benefits, if any, that 

the enrollee is obligated to pay with respect to individual 

contracts; and 

(v) a clear and 

health maintenance 

enrollee complaints. 

(b) definitions 

understandable description 

organization's method for 

of geographical service 

emergency care, urgent care, out-of-area 

of the 

resolving 

area, 

services, 

dependent, and primary provider, if these terms or terms of 
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similar meaning are used in the evidence of coverage and 

have an effect on the benefits covered by the plan. The 

definition of geographical service area need not be stated 

in the text of the evidence of coverage if the definition is 

adequately described in an attachment, which is given to 

each enrollee along with the evidence of coverage. 

(c) clear disclosure of each provision that limits 

benefits or access to service in the exclusions, 

limitations, and exceptions sections of the evidence of 

coverage. The exclusions, limitations, and exceptions that 

must be disclosed include but are not limited to: 

(i) emergency and urgent care; 

(ii) restrictions on the selection of primary or 

referral providers; 

(iii) restrictions on changing providers during the 

contract period; 

(iv) out-of-pocket costs, 

deductibles; 

(v) charges for missed 

administrative sanctions; 

(vi) restrictions on access 

other charges are not paid; and 

including copayments and 

appointments or other 

to care if copayments or 

(vii) any restrictions on coverage for dependents who 

do not reside in the service area. 

(d) clear disclosure of any benefits for home health 
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disease treatment, 

dependent children, 

nervous and mental 

(e) a provision requiring immediate accident and 

sickness coverage, from and after the moment of birth, 

each newborn infant of an enrollee or his dependents; 

to 

(f) a provision offering medical treatment and 

referral services to appropriate ancillary services for 

mental illness and for the abuse of or addiction to alcohol 

or drugs in accordance with the limits provided in 

33-22-703; 

(g) a provision as follows: 

"Conformity With State Statutes: Any provision of this 

evidence of coverage that on its effective date is in 

conflict with the statutes of the state in which the insured 

resides on that date is hereby amended to conform to the 

minimum requirements of those statutes.'' 

(h) a provision that the health maintenance 

organization shall issue, without evidence of insurability, 

to the enrollee, his dependents, or family members 

continuing coverage on the enrollee, his dependents, or 

fdmily members: 

( i) if the evidence ot coverage or any portion of it 

on an enrollee, t1is dependents, or family members covered 
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under the evidence of coverage ceases because of termination 

of employment or of his membership in the class or classes 

eligible for coverage under the policy or because his 

employer discontinues his business or the coverage; 

(ii} if the enrollee had been enrolled in the health 

maintenance organization for a period of 3 months preceding 

the termination of group coverage; and 

(iii) if the enrollee applied for continuing coverage 

within 31 days after the termination of group coverage. The 

conversion contract may not exclude, as a preexisting 

condition, any condition covered by the group contract from 

which the enrollee converts. 

(i) a provision that clearly describes the amount of 

money an enrollee shall pay to the health maintenance 

organization to be covered for basic health care services. 

(4} A health maintenance organization may amend an 

enrollment form or an evidence of coverage in a separate 

document if the separate document is filed with and approved 

by the commissioner and issued to the enrollee. 

(5) (a) A health maintenance organization shall 

provide the same coverage for newborn infants, required by 

subsection (3)(e), as it provides for enrollees, except that 

for newborn infants there may be no waiting or elimination 

periods. A health maintenance organization may not assess a 

deductible or reduce benefits applicable to the coverage for 

-23-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

l4 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1134/01 

newborn infants unless the deductible or reduction in 

benefits is consistent with the deductible or reduction in 

benefits applicable to all covered persons. 

(b) A health maintenance organization may not issue or 

amend an evidence of coverage in this state if it contains 

any disclaimer, waiver, or other limitation of coverage 

relative to the accident and sickness coverage or 

insurability of newborn infants of an enrollee or his 

dependents from and after the moment of birth. 

(c) If a health maintenance organization requires 

payment of a specific fee to provide coverage of a newborn 

infant beyond 31 days of lhe date of birth of the infant, 

the evidence of coverage may contain a provision that 

requires notification to the health maintenance 

organization, within 31 days after the date of birth, of the 

birth of an infant and payment of the required fee. 

(6) A health maintenance organization may not use a 

schedule of charges for enrollee coverage for health care 

services or an amendment to a schedule vf charges before it 

files a copy of the schedule of charges or the amendment to 

it with the commissioner. A health maintenance organization 

may evidence a subsequent amendment to a schedule of charges 

in a separate document issued to the enrollee. The charges 

in the schedule must be established in accordance witt1 

actuarial principles for various categories of enrollees, 
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except that charges applicable to an enrollee must not be 

individually determined based on the status of his health. 

However, the charges may not be excessive, inadequate, or 

unfairly discriminatory and cannot be amended more often 

than once in a 12-month period unless a more frequent 

amendment is actuarially justified and necessary to preserve 

the financial solvency of the health maintenance 

organization. A certification by a qualified actuary or 

other qualified person acceptable to the commissioner as to 

the appropriateness of the use of the charges, based on 

reasonable assumptions, must accompany the filing, along 

with adequate supporting information. 

(7) The commissioner shall, within a reasonable 

period, approve a form if the requirements of subsections 

(l) through (5} are met. A health maintenance organization 

may not issue a form or use a schedule of charges before the 

commissioner approves the form or the health maintenance 

organization files the schedule of charges. If the 

commissioner disapproves the filing, he shall notify the 

filer. In the notice, the commissioner shall specify the 

reasons for his disapproval. The commissioner shall grant a 

hearing within 30 ~-'is after he receives a written request 

by the filer. 

(8) The commissioner may in his discretion rE>quire a 

health maintenance organization to submit any information he 
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considers necessary in determining whether to approve or 

disapprove a filing made pursuant to this section. 

NEW SECTION. Section 9. Annual statement 

revocation for failUre to file -- penalty for perjury. (l) 

Each authorized health maintenance organization shall 

annually on or before March l file with the commissioner a 

full and true statement of its financial condition, 

tLansactions, and affairs as of the preceding December 31. 

The statement must be in the general form and content 

required by the commissioner. The statement must be verified 

by the oath of at least two principal officers of the health 

maintenance organization. The commissioner may in his 

discretion waive any verifi,cation under oath. 

(2) At the time of filing its annual statement, the 

health maintenance organization shall pay the commissioner 

the fee for filing its statement as prescribed in [section 

22]. The commissioner may refuse to accept the fee for 

continuance of the insurer's certificate of authority, as 

provided in [section 22], or may in his discretion suspend 

or revoke the certificate of atlthority of a health 

maintenance organization that fails to file an dnnual 

statement when due. 

{3) The commissioner may imposp a fine not to exceed 

$5,000 per violation upon a direc:tor, officer, partner, 

member, agent, or employ~e of a health maintenance 
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organization who knowingly subscribes to or concurs in 

making or publishing an annual statement required by law 

that contains a material statement which is false. 

(4) The commissioner may require such reports as he 

considers reasonably necessary and appropriate to enable him 

to carry out his duties under [sections 1 through 29]. 

NEW SECT ION. Section 10. Information to enrollees. 

Each authorized health maintenance organization shall 

promptly provide to its 

change in the operation 

enrollees notice of any material 

oE the health maintenance 

organization that will affect them directly. 

NEW SECTION. Section 11. Complaint system. 

(1} (a) Each authorized health maintenance organization 

shall establish and maintain a complaint system to provide 

reasonable procedures to resolve written complaints 

initiated by enrollees. A health maintenance organization 

may not use a complaint system: 

(i) before the commissioner approves it; and 

(ii} unless the health maintenance organization 

describes it in each evidence of coverage issued or 

delivered to an enrollee in this state. 

(b) Each time the health maintenance organization 

denies a claim or initiates disenrollment, cancellation, or 

nonrenewal, it shdll notify the affected enrollee of the 

right to file a complaint and the procedure for filing a 
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complaint. 

(C) Each health maintenance organization shall 

acknowledge a complaint within 10 days of reu_: .. ~ '"'~9 it. 

{d) Each health maintenance organization shall retain 

records of all complaints for 3 years and shall develop a 

surrunary for each year that must include: 

( i) a description of the procedures of the complaint 

system; 

(ii) the total number of complaints handled through the 

complaint system, a compilation of causes underlying the 

complaints filed, the date on which each complaint was 

filed, the date on which each complaint wo;1s r~~olved, che 

disposition of each complaint filed, the time it took to 

p~ocess each complaint, and a summary of each administrative 

change made because of a complaint; and 

(iii) the number, amount, and disposition of 

malpractice claims made by enrollees of the health 

maintenance organization that were settled during the year 

by the health maintenance organization. 

(e) The health maintenance organization shall annually 

on or before March 1 file with the commissioner the summary 

described in subsection {l)(d) for the preceding year. 

{2) The commissioner shall hold in confidence the 

information provided by the health mdintenance organizdtion 

pursuant to subsection (l)(d)(iii). 
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complaint system. 

regulations. A 

may invest its 

adopted by the 

NEW SECTION. Section 13. Protection against 

insolvency. (1) Except as provided in subsections (4) 

through (7), each authorized health maintenance organization 

shall deposit with the commissioner cash, securities, or any 

combination of cash or securities acceptable to the 

commissioner in the amount set forth in this section. 

(2) The amount of the deposit for a health maintenance 

organization during the first year of its operation must be 

the greater of: 

(a) 5\ of its estimated expenditures for health care 

services for its first year of operation; 

(b) twice its estimated average monthly uncovered 

expenditures for its first year of operation; or 

(C) $100,000. 

(3) At the beginning of each succeeding year, unless 

not applicable, the health maintenance organization shall 

deposit with the commissioner cash, securities, or any 

combination of cash or securities acceptable to the 

commissioner, in an amount equal to 4% of its estimated 

annual uncovered expenditures for that year. 
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( 4) Unless not applicable, a health maintenance 

organization that is in operation on {the effective date of 

this act) shall make a deposit equal to the greater of: 

(a) 1% of the preceding 12 months' uncovered 

expenditures; or 

(b) $100,000 on the first day of the fiscal year 

beginning 6 months or more after (the effective date of this 

act). In the second fiscal year, if applicable, the amount 

of the additional deposit must be equal to 2% of its 

estimated annual uncovered expenditures. In the third fiscal 

year, if applicable, the additional deposit must be equal to 

3% of its estimated annual uncovered expenditures for that 

year. In the fourth fiscal year and subsequent years, if 

applicable, the additional deposit must be equal to 4% of 

its estimated annual uncovered expenditures for each year. 

Each year's estimate after the first year of operation must 

reasonably reflect the preceding year's operating experience 

and delivery arrangements. 

(5) The commissioner may in his discretion waive any 

of the deposit requirements set forth in subsections (1) 

through (4) whenever he is satisfied that: 

(a) the health maintenance organization hds sufficient 

net worth and an adequate history of generating net income 

to assure its financial viability for the 11ext year; 

(b) the health maintenance organization's performance 
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and obligations are guaranteed by an organization with 

sufficient net worth and an adequate history of generating 

net income; or 

(c) the health maintenance organization's assets or 

its contracts with insurers, health service corporations, 

governments, or other organizations are reasonably 

sufficient to assure the performance of its obligations. 

(6) When a health maintenance organization achieves a 

net worth not including land, buildings, and equipment of at 

least $1 million or achieves a net worth including 

organization-related land, buildings, and equipment of at 

least $5 million the annual deposit requirement under 

subsection (3) does not apply. The annual deposit 

requirement under subsection (3) does not apply to a health 

maintenance organization if the total amount of the 

accumulated deposit is greater than the capital requirement 

for the formation or admittance of a disability insurer in 

this state. If the health maintenance organization has a 

guaranteeing organization that has been in operation for at 

least 5 years and has a net worth not including land, 

buildings, and equipment of at least $1 million or that has 

been in operation for at least 10 years and has a net worth 

including organization-related land, buildings, and 

equipment of at least $5 million, the annual deposit 

requirement under subsection (3) does not apply. If the 
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guaranteeing organization is sponsoring more than one health 

maintenance organization, however, the net worlh requirement 

is increased by a multiple equal to the r1~.. of such 

health maintenance organizations. This requirement to 

maintain a deposit in excess of the deposit required of a 

disability insurer does not apply during any time that the 

guaranteeing organization maintains for each health 

maintenance organization it sponsors a net worth at least 

equal to the capital and surplus requirements for a 

disability insurer. 

(7} All income from deposits belongs to the depositing 

health maintenance organization and must be paid to 1t as it 

becomes available. A health maintenance organization that 

has made a securities deposit may withdraw the deposit or 

any part of it after making a substitute deposit of cash, 

securities, or any combination of cash or securities of 

equal amount and value. A health malratenance organization 

may not substitute securities without prioc approval by the 

commissioner. 

(8) In any year in which an annual deposit is not 

required of a health maintenance organization, at the health 

maintenance organization's request, the commissioner shall 

reduce the previously accumulated deposit by $100,000 for 

each $250,000 of net worth in excess of the amount that 

allows the health maintenance organization to be exempt from 
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the annual deposit requirement. If the amount of net worth 

no longer supports a reduction of its required deposit, the 

health maintenance organization shall immediately redeposit 

$100,000 for each $250,000 of reduction in net worth, except 

that its total deposit may not be required to exceed the 

maximum required under this section. 

(9) Each health maintenance organization shall have a 

minimum capital of at least ~200,000 in addition to any 

deposit requirements under this section. The capital account 

must be in excess of any accrued liabilities and be in the 

form of cash, securities, or any combination of cash or 

securities acceptable to the commissioner. 

(10) Each health maintenance organization 

demonst~ate that if it becomes insolvent: 

shall 

(a) enrollees hospitalized on the date of insolvency 

will be covered until discharged; and 

(b) enrollees will be entitled to similar alternate 

~nsurance coverage that does not contain any medical 

underwriting or preexisting limitation requirements. 

NEW SECTION. Section 14. Prohibited practices. {l) A 

health maintenance organization, or representative thereof, 

may not cause or knowingly permit the use of advertising 

that is untrue or misleading, solicitation that is 11ntru~ or 

mi~leading, or any form of evidence of coverage thdt is 

deceptive. For purposes of [sections l through 29]: 
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(a) a statement or item of information is considered 

to be untrue if it does not conform to fact in any respect 

that is or may be significant to an enrollee of, or person 

considering enrollment in, a health maintenance 

organization; 

(b) a statement or item of information is considered 

to be misleading, whether or not it may be literally untrue, 

if, in the total context in which the statement is made or 

the item of information is communicated, a reasonable 

person, not po~sessing special knowledge regarding health 

care coverage, may reasonably understand the statement or 

item of information as indicating a benefit or advantage or 

the absence of an exclusion, limitation, or disadvantage of 

possible significance to an enrollee oL or person 

considering enrollment in, a health maintenance organization 

if the benefit or advantage or absence of limitation, 

exclusion, or disadvantage does not in fact exist; and 

(C) an evidence of coverage is considered to be 

deceptive if, when taken as a whole and with consideration 

given to typography, format. and language, it cun cause a 

reasonable person, not possess~ng special knowledge 

regarding health maintenance organizations, to expect 

benefits, services, charges, or ot.tH.~r advantages that the 

evidence of coverage does not provide or whict1 the health 

maintenance organization issuing the evidence of coverage 
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does not regularly make available to enrollees covered under 

the evidence of coverage. 

(2) Title 33, chapter 18, applies to health 

maintenance organizations and evidences of coverage issued 

by a health maintenance organization, except to the extent 

that the commissioner determines that the nature of health 

maintenance organizations and evidences of coverage render 

the chapter clearly inappropriate. 

(3) A health maintenance organization shall clearly 

disclose in the evidence of coverage the circumstances under 

which it may disenroll, cancel, or refuse to renew an 

enrollee. 

disenroll, 

enrollee: 

A health maintenance 

cancel, or refuse to renew 

organization 

an enrollee 

may ouly 

if the 

(a) has failed to pay required premiums by the end of 

the grace period; 

(b) has committed acts of physical or verbal abuse 

that pose a threat to providets or other enrollees of the 

health maintenance organization; 

(c) has allowed a nonenrollee to use the health 

maintenance organization•s certification card to obtain 

services or has knowingly provided fraudulent information in 

applying for coverage; 

(d) has moved outside of the geographical service area 

of the health maintenance organization; or 
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(e) is unable to establish or maintain a satisfactory 

physician 

'll of an 

physician-patient relationship 

responsible for the enrollee's care. 

enrollee for this reason must be 

health maintenance organization can 

IH'i th the 

Disenro..._ 

permitted only if the 

demonstrate that it 

provided the enrollee with the opportunity to select an 

alternate primary care physician, made a reasonable effort 

to assist the enrollee in establishing a satisfactory 

physician-patient relationship, and informed the enrollee 

that he may file a grievance on this matter. 

(4) A health maintenance organization may not 

disenroll an enrollee under subsection (3) for reasons 

related to the physical or mental condition of the enrollee 

or for any of the following reasons: 

(a) failure of the enrollee to follow a prescribed 

course of treatment; or 

(b) administrative actions, such as failure to keep an 

appointment. 

(5) (a) A health maintenance organization that 

disenrolls a group certificate holder for any reason except 

failure to pay required premiums shall make arrangements to 

provide similar alternate insurance coverage to enrollees. 

The insurance coverage must be continued until the 

disenrolled group certificate holder finds its own coverage 

or a period of 36 months elapses, whichever comes first. The 
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premium on the individual coverage must be at the 

then-customary rate applicable to the individual coverage 

offered by the insurer, hea~th service corporation, or 

health maintenance organization that provides the alternate 

insurance coverage. 

(b) If a health maintenance organization disenrolls an 

enrollee covered on an individual basis for any reason 

except failure to pay required premiums, coverage must be 

continued until the anniversary date of the policy or for l 

year, whichever is earlier. A health maintenance 

organization that disenrolls an individual enrollee for 

failure to pay a required premium or for fraudulent 

statements on the enrollment form need not provide alternate 

insurance coverage to that enrollee. 

(6) A health maintenance organization may not refer to 

itself as an insurer unless licensed as an insurer or use a 

name deceptively similar to the name or description of an 

insurer authorized to transact insurance in this state. 

(7) A person may not refer to itself as a health 

maintenance organization or HMO unless it holds a valid 

certificate of authority issued by the commissioner. 

NEW SECTION. Section 15. Agent license required 

application, issuance, renewal, fees penalty. ( 1) No 

individual, partnership, or corporation may act as or hold 

himself out to be an agent of a health maintenance 
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organization unless he is: 

(a) licensed as a disability insurance agent by the 

commissioner pursuant to chapter 17, parts 1, 2, and 4 of 

this title; and 

(b) appointed or authorized by the health maintenance 

organization to solicit health care service agreements on 

its behalf. 

(2) Application, appointment and qualification for a 

health maintenance organization agent license, fees 

applicable to and the issuance of a health maintenance 

organization agent license, and renewal of a health 

maintenance organization agent license must be in accordance 

with the provisions of chapter 17 that apply to a disability 

insurance agent. 

(3) An individual, partnership, or corporation who 

holds a disability insurance agent license on [the effective 

date of this act) need not requalify by an examination to be 

licensed as a health maintenance organization agent. 

(4) The commissioner mdy, in accordance with 33-l-313, 

33-1-317, 33-17-411, and chapter 17, part 10, suspend, 

revoke, refuse to issue or renew a health maintenance 

organization agent license, or impose a fine upon the 

licensee. 

NEW SECTION. Section 16. PJwers of insurers and 

health service corporations. (l) An insurer authorized to 
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transact insurance in this state or a health service 

corporation authorized to do business in this 

either directly or through a subsidiary or 

state may, 

affiliate, 

organize and operate a health maintenance organization under 

the provisions of [sections 1 through 29]. Notwithstanding 

any other law which may be inconsistent with this section, 

two or more insurers, health service corporations, or 

subsidiaries or affiliates thereof may jointly organize and 

operate a health maintenance organization. The business of 

insurance is considered to include the provision of health 

care services by a health maintenance organization owned or 

operated by an insurer or a subsidiary the~eof. 

(2) Notwithstanding any insurance or health service 

corporation laws, an insurer or a health service corporation 

may contract with a health maintenance organization to 

provide insurance or simila~ protection against the cost of 

care provided through a health maintenance organization and 

to provide coverage if the health maintenance organization 

fails to meet its obligations. 

(3) The enrollees of a health maintenance organization 

constitute a permissible group under this title. The insurer 

or health service corporation may make benefit payments to 

health maintenance organizations for health care services 

rendered by providers under the contracts described in 

subsection (2). 
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(4) Nothing in this section exempts a health 

maintenance organization that provides health care services 

from complying with the applicable cert:ficate of need 

requirements under Title 50, chapter 5, p~rts 1 ~nd 3. 

NEW SECTION. Section 17. Examination. (l) The 

commissioner may examine the affairs of a health maintenance 

organization and the providers with whom the health 

maintenance organization has contracts, agreements, or other 

arrangements as often as is reasor1ably necessary to pro~ect 

the interests of the people of this state. The commissioner 

shall make such an examination at least one~ every 3 years. 

(2) The d~partmPnt of health may examine the quality 

of the health care services provided by any health 

maintenance organization and the providers with whom the 

health maintenance organization has contracts, agreements, 

or other arrangements as often as is reasonably necessary to 

protect the interests of the people of this state. The 

department of health shall make such an examination at least 

once every 3 years. 

(3) Each authorized health maintenance organization 

and provider shall submit its relevant books and records for 

the examinations and in every way facilitate the 

examinations. For the purpose of examination, the 

commissioner and the department of health may administer 

oaths to and examine the officers and agents of the health 
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maintenance organization and the principals of the providers 

concerning their business. 

(4) (a) (i) Upon presentation of a detailed account of 

the charges and expenses of examinations by the 

commissioner, the health maintenance organization being 

examined shall pay to the examiner as necessarily incurred 

on account of the examination the actual travel expenses, a 

reasonable living-expense allowance, and a per diem, all at 

reasonable rates customary therefor and as established or 

adopted by the commissioner. The commissioner may present 

such an account periodically during the course of the 

examination or at the termination of the examination as the 

commissioner considers proper. A person may not pay and an 

examiner may not accept any additional emolument on account 

of any such examination. 

(ii) If a health maintenance organization fails to pay 

the charges and expenses as referred to in subsection 

{4){a)(i), the commissioner shall pay them out of the funds 

of the commissioner in the same manner as other 

disbu~sements of such funds. The amount so paid must be a 

lien upon all of the person's assets and property in this 

state and may be recovered by suit by the attorney general 

on behalf of the state of Montana and restored to the 

appropriate fund. 

(b) The expenses of examination conducted by the 
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director under this section must be assessed against the 

health maintenance organization and remitted to the 

director. Such remitted expenses are statutorily 

appropriated to the department of health as provided in 

17-7-502. 

( 5) In lieu of an examination, the commissioner or the 

dicector may accept the report of an examination made by the 

commissioner or the director of another state. 

NEW .. ?ECTION. Section 18. Suspension or revocation of 

certificate of authority. (1) The commissioner may in his 

discretion suspend or revoke any certificate of authority 

issued to a health maintenance organization under [sections 

l through 29) if he finds that any of the following 

conditions exist: 

{a) The health maintenance organization i~ operating 

in contravention of its basic organizational document or in 

a manner contrary to that described in any othec information 

submit ted under (section 3],. unless amendments to such 

submissions have been filed with and approved by the 

commissioner. 

ib) The health maintenance organization issues 

evidences of coverage or uses a schedule of charges for 

health care serv1ces that do 

requirements uf [section 8]. 

nut comply wi lh the 

(c) The health maintenance organizat1on does nol 

-42-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1134/01 

provide or arrange for basic health care services. 

(d) The director certifies to the commissioner that: 

(i) the health maintenance organization does not meet 

the requirements of [section 4(1) ]; or 

(ii) the health maintenance organization is unable to 

fulfill its obligations to furnish health care services. 

(e) The health maintenance organization is no longer 

financially responsible and may reasonably be expected to be 

unable to meet its obligations to enrollees or prospective 

enrollees. 

(f) The health maintenance organization has failed to 

implement a mechanism affording the enrollees an opportunity 

to participate in matters of policy and operation under 

[section 6]. 

(g) The health maintenance organization has failed to 

implement the complaint system required by [section 11] to 

resolve valid complaints in a reasonable manner. 

(h) The health maintenance organization, or any person 

on its behalf, has advertised or merchandised its services 

in an untrue, misrepresentative, misleading, deceptive, or 

unfair manner. 

{i) The continued operation of the health maintenance 

organization would be hazardous to its enrollees. 

{j) The health maintenance organization has otherwise 

failed to substantially comply with (sections 1 through 29). 
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(2) The commissioner may in his discretion suspend or 

revoke a certificate of authority only if he complies with 

the requirements of [section 21]. 

(3) When the certificate of authority of a health 

maintenance organization is suspended, the health 

maintenance organization may not, during the period of such 

suspension, enroll any additional enrollees except newborn 

infants or other newly acquired dependents of existing 

enrollees and may not engage in any 

solicitation. 

ddvertising or 

(4) If the commissioner revokes the certificate of 

authority of a health maintenance organizatio11, the health 

maintenance organization shall proceed, immediately 

following the effective date of the order of revocation, to 

wind up its affairs and may not transact further business 

except as may be essential to the orderly conclusion of its 

affairs. It may not engage in further advertising or 

solicitation followi119 the effective date of the order of 

revocation. The commissioner may by written order permit 

further operation of the health maintenance organization if 

he finds further operation to be in the best interest of 

enrollees to the extent that enrollees will be afforded the 

greatest practical opportunity to obtain continuing health 

care coverage. 

NEW SECTION. Section 19. Supervision, rehabilitation, 
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or liquidation of a health maintenance organization. (1) The 

supervision, rehabilitation, or liquidation of a health 

maintenance 

supervision, 

and must 

organization is considered to 

rehabilitation, or liquidation of an 

be conducted under the supervision 

be the 

insurer 

of the 

commissioner pursuant to chapter 2' part 13. The 

commissioner may apply for an order directing him to 

supervise, rehabilitate, or liquidate a health maintenance 

organization upon any one or more grounds set out in 

33-2-1321, 33-2-1331, or 33-2-1341 or when in his opinion 

the continued operation of the health maintenance 

organization would be hazardous either to the enrollees or 

to the people of this state. Enrollees shall have the same 

priority in the event of liquidation or rehabilitation as 

the law provides to policyholders of an insurer. 

{2) A claim by a health care provider for an uncovered 

expenditure has the same priority as a claim by an enrollee 

if the provider of services agrees not to assert the claim 

against any enrollee of the health maintenance organization. 

NEW SECTION. Section 20. Rules. (1) The commissioner 

may, after notice and hearing, make reasonable 

necessary to effectuate [sections l through 29]. 

rules 

(2} The department of health may make reasonable rules 

necessary to effectuate [sections l through 29]. 

NEW SECTION. Section 21. Administrative procedures. 
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(1) When the commissioner has cause to believe that grounds 

for the denial of an application for a certificate of 

authority exist or that grounds for the suspension or 

revocation of a certificate of authority exist, he shall 

give written notice to the health maintenance organization 

and the department of health specifically stating the 

grounds for denial, suspension, or revocation and fixing a 

time of at least 30 days after the notice for a hearing on 

the matter. 

(2) The director or his designated representative may 

attend the hearing and may participate in the proceeding. 

The recommendations and findings of the director with 

respect to matters relating to the quality of health care 

services provided in connection with any decision regarding 

denial, suspension, or revocdtion of a certificate of 

authority must be conclusive and binding upon the 

commissioner. After the hearing, or upon the failure of the 

health maintenance organization to appear at the hearing, 

the commissioner shall make written tindings and act as he 

considers advisable. The commissioner shall mail the 

written findings to the health maintenance organization and 

submit a copy to the director. The action of the 

commissioner and the recommendations and findings of the 

director are subject to review by thP di~trict cot1rt having 

jurisdiction. The court may, 1n disposing of the issue 
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before it, modify, affirm, or reverse the order of the 

commissioner in whole or in part. 

(3) The Montana Administrative Procedure Act, Title 2, 

chapter 4, applies to proceedings under this section to the 

extent it is not in conflict with this section. 

NEW SECTION. Section 22. Fees. ( 1) Each health 

maintenance organization shall pay to the commissioner the 

following fees: 

(a) for filing an application for a certificate of 

authority or amendment thereto, $300; 

(b) for filing an amendment to the organization 

documents that requires approval, $25; 

(c) for filing each annual statement, $25. 

(2) All fees and miscellaneous charges, except fines 

or penalties or those amounts received pursuant to [sections 

9(3) and 23], collected by the commissioner pursuant to 

[sections 1 through 29] and the rules adopted thereunder 

must be deposited in the insurance regulatory trust account 

pursuant to 17-2-121 through 17-2-123. 

(3) The director may assess fees necessary and 

adequate to cover the expenses of the director's functions, 

other than examinations, under this chapter. Such fees are 

statutorily appropriated to the department of health as 

provided in 17-7-502. 

NEW SECTION. Section 23. Penalties and enforcement. 
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(1} The commissioner may, in addition to suspension or 

revocation of a certificate of authority under [section 18], 

1mpose an administrative penalty in an amoun:" n()t: less than 

$500 or more than $10,000 if he gives reasonable notice in 

writing of the intent to levy the penalty and the hedlth 

maintenance organization has a redsonable time within which 

to remedy the defect in its operations that gave rise to the 

penalty citation. T~e commissioner may augment this penalty 

by an amount equal to the sum that he calculates to be the 

damages suffered by enrollees or other members of the 

public. 

{2) (a) If the com.rnissioner or the director has cause 

to believe that a violation of [sections 1 through 29] has 

occurred or is threatened, the commi5Sioner or the director 

may: 

(i) give notice to the health maintenance organization 

and to the representatives or other persons who appear to be 

involved in the suspected violation; 

(ii) arrange a conference with the alleged violators or 

their authorized representatives to attempt to ascertain the 

facts relating to the suspected violationi and 

(iii) if it appears that a violation has occurred or is 

threatened, arrive at an adequate and effective means of 

correcting or preventing the violdtiotl. 

(b) Proceedings under this subsection are not governed 
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by any formal procedural requirements and may be conducted 

in a manner the commissioner or the director considers 

appropriate under the circumstances. However, unless 

consented to by the health maintenance organization, no rule 

or order may result from a conference until the requirements 

of [section 21] or this section are satisfied. 

(3} (a) The commissioner may issue an order directing 

a health maintenance organization or its representative to 

cease and desist from engaging in an act or practice in 

violation of [sections 1 through 29]. 

(b) Within 15 days after service of the cease and 

desist order, the respondent may request a hearing to 

determine whether acts or practices in violation of 

[sections 1 through 29] have occurred. The hearing must be 

conducted pursuant to 

judicial review must 

chapter 4, part 7. 

Title 2, chapter 4, part 6, and 

be available as provided by Title 2, 

(4) If a health maintenance organization violates a 

provision of [sections l through 29] and the commissioner 

elects not to issue a cease and desist order or if the 

respondent does not comply with a cease and desist order 

issued pursuant to subsection { 3). the commissioner may 

institute a proceeding to obtain injunctive or other 

appropriate relief in the district court of Lewis and Clark 

County. 
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NEW SECTION. Section 24. Statutory construction and 

relationship to other laws. (1} Except as otherwise provided 

in [sections 1 through 29}, the insurance or health service 

corporation laws do not apply to any health maintenance 

organization authorized to transact business under (sections 

1 through 29). This provision does not apply to an insurer 

or health service corporation licensed and regulated 

pursuant to the insurance or health service corporation laws 

of this state except with respect to its health maintenance 

organization activities authorized and regulated pursuant to 

(sections 1 through 29]. 

(2) Solicitation of enrollees by a health maintenance 

organization granted a certificate of authority or its 

representatives may not be construed as a violation of any 

law relating to solicitation or advertising by health 

professionals. 

(3) A health maintenance organization authorized under 

(sections 1 through 29] may not be considered to be 

practicing medicine and is exempt from Title 37, chapter 3, 

relating to the practice of medicine. 

{4) The provisions of [sections 1 through 29] do not 

exempt a health maintenance organization from the applicable 

certificate of need requirements under Tille 50, chapter 5, 

parts 1 dnd 3. 

NEW SECTION. Section 25. Fillngs and reports as 

-50-



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1134/01 

public documents. All applications, filings, and reports 

required under [sections 1 through 29], except those that 

contain trade secrets or privileged or confidential 

commercial or financial information (other than an annual 

financial statement that the commissioner may require under 

(section 9)), are public documents. 

NEW SECTION. section 26. Confidentiality of medical 

information. (1) Any data or information pertaining to the 

diagnosis, treatment, or health of an enrollee or applicant 

obtained from the enrollee, applicant, or a provider by a 

health maintenance organization must be held in confidence 

and may not be disclosed to any person except: 

(a) to the extent that it may be necessary to carry 

out the purposes of [sections 1 through 29]; 

(b) upon the express consent of the enrollee or 

applicant; 

(c) pursuant to statute or court order for the 

production of evidence or the discovery thereof; or 

(d) in the event of claim or litigation between the 

enrollee or applicant and the health maintenance 

organization wherein the data or information is pertinent. 

(2) A health maintenance organization is entitled to 

claim the same statutory privileges against disclosure that 

the provider who furnished the information to the health 

maintenance organization is entitled to claim. 
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NEW SECTION. Section 27. Authority of director to 

contract. The director in carrying out his obligations under 

(sections 4(1), 17(2), and 18(1)] may rontract with 

qualified persons to make recommendations concerning the 

determinations he is required to make. The contractors' 

recommendations may be accepted in full or in part by the 

director. 

NEW SECTION. Section 28. Acquisition, control, or 

merger of a health maintenance organization. {l) Except as 

provided in 33-2-1106 and subsection (2), no person may 

tender for, request, or invite tenders of, or enler into an 

agreement to exchange securities for or acquire in rhP opPn 

market or otherwise, any voting security of a health 

maintenance organization or enter into any other agreement 

if, after the consummation thereof, that person would, 

directly or indirectly, or by conversion or by exercise of 

any right to acquire, be 1n control of the health 

maintenance organization. 

(2} No person may enter into an agreement to merge or 

consolidate with or otherwise to acquire control of a health 

maintenance organization, unless, at the time any offer, 

request, or invitation is made or any agreement is entered 

into, or prior to the acquisition of the securities if no 

offer or agreement is involved, the acquiring person ha~ 

filed with the commissioner and has sent to the health 
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maintenance organization information required by 

33-2-1104(2) and the commissioner has approved the offer, 

request, invitation, agreement, or acquisition pursuant to 

33-2-1105. 

NEW SECTION. Section 29. Dual choice. (l) Each public 

or private employer in this state that employs not less than 

25 employees and offers its employees a health benefit plan 

and each employee benefit fund in this state that offers its 

members any form of disability insurance benefit shall make 

available to and inform its employees or members of the 

option to enroll in at least one health maintenance 

organization holding a valid certificate of authority that 

provides health care services in the geographic areas in 

which a substantial number of the employees or members 

reside. If there is a prevailing collective bargaining 

agreement, the selection of the health maintenance 

organi2ation to be made available to the employees must be 

made pursuant to the agreement. 

{2) An employer in this state may not be required to 

pay more for health benefits as a result of the application 

of this section than it would otherwise be required to 

provide by any prevailing collective bargaining agreement or 

other contract for the provision of health benefits to 1ts 

employees, if the employer or benefits fund pays to the 

health maintenance organization chosen by each employee or 
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member an amount equal to the lesser of: 

(a) the amount paid on behalf of its other employees 

or members of health benefits; or 

(b) the health maintenance organization's charge for 

coverage approved by the commissioner· pursuant to (section 

8]. 

Section 30. Section 33-22-111, MCA, is amended to 

read: 

''33-22-111. Policies to provide for freedom of choice 

of practitioners-- professional practice not enlarged. (l) 

Ail Except as provide~ in [sections 1 through 29], all 

policies of disability insurance, including individual, 

group, and blanket policies, and all policies insuring the 

payment of compensation under the Workers' Compensation Act 

shall provide the insured shall have full freedom of choice 

in the selection of any duly licensed physician, dentist, 

osteopath, 

psychologist, 

chiropractor, optometrist, chiropodist, 

licensed social worker, or nurse specialist as 

specifically listed in 37-8-202 for treatment of any illness 

or injury within the scope and limitations of hi~ practice. 

Whenever such policies insure against the expense of drugs, 

the insured shall have full freedom ot choice in the 

selection ot any duly licensed and registered pharmacist. 

An irtsurer shall offer, at additiondl cu~t tu ttae insured, 

the option of disability and health insurance coverage for 
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services performed by a licensed professional counselor. 

(2) Nothing in this section shall be construed as 

enlarging the scope and limitations of practice of any of 

the licensed professions enumerated in subsection (1); nor 

shall this section be construed as amending, altering, or 

repealing any statutes relating to the licensing or use of 

hospitals." 

Section 31. Section 17-7-502, MCA, is amended to read: 

''17-7-502. Statutory appropriations -- definition 

requisites for validity. (1) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending 

by a state agency without the need for a biennial 

legislative appropriation or budget amendment. 

(2) Except as provided in subsection (4), to be 

effective, a statutory appropriation must comply with both 

of the following provisions: 

(a) The law containing the statutory authority must be 

listed in subsection (3). 

(b) The law or portion of the law making a statutory 

appropriation must specifically state that a statutory 

appropriation is made as provided in this section. 

(3) The following laws are the only laws containing 

statutory appropriations: 

(a) 2-9-202; 

(b) 2-17-105; 
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(c) 2-18-812; 

(d) 10-3-203; 

(e) 10-3-312; 

(f) 10-3-314; 

(g) 10-4-301; 

(h) 13-37-304; 

(i) 15-31-702; 

(j) 15-36-112; 

(k) 15-70-101; 

(1) 16-1-404; 

(m) 16-1-410; 

(n) 16-1-411; 

(o) 17-3-212; 

(p) 17-5-404; 

(q) 17-5-424; 

(r) 17-5-804; 

(S) 19-8-504; 

(t) 19-9-702; 

(U) 19-9-1007; 

(v) 19-10-205; 

(w) 19-10-305; 

(x) 19-10-506; 

(y) 19-ll-512; 

(Z) 19-ll-513; 

(aa) 19-ll-606; 

LC 1134/01 
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(bb) 19-12-301; 

(CC) 19-13-604; 

(dd) 20-6-406; 

( ee) 20-8-111; 

( u) 23-5-612; 

(gg) [section 17]; 

(hh) (section 22]; 

tggtlill 37-51-501; 

thhtliil 53-24-206; 

t~~t~ 75-1-1101; 

tiiti!ll 75-7-305; 

tkkt~ 80-2-103; 

t~~t~ 80-2-228; 

tmmti££1 90-3-301; 

f""tiE£1 90-3-302; 

tootl991 90-15-103; and 

tppti££1 Sec. 13, HB 861, L. 1985. 

LC 1134/01 

(4) There is a statutory appropriation to pay the 

19 principal, interest, premiums, and costs of issuing, paying, 

20 and securing all bonds, notes, or other obligations, as due, 

21 that have been authorized and issued pursuant to the laws of 

22 

23 

24 

Montana. Agencies that have entered into agreements 

authorized by the laws of Montana to pay the state 

treasurer, for deposit in accordance with 17-2-101 through 

25 17-2-107, as determined by the state treasurer, an amount 
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sufficient to pay the principal and interest as due on the 

bonds or notes have statutory appropriation authority for 

such payments." 

NEW SECTION. Section 32. Codification instruction. 

Sections 1 through 29 are intended to be codified as an 

integral part of Title 33, and the provisions of Title 33 

apply to sections 1 through 29. 

NEW SECTION, Section 33. Severability. If a part of 

this act is invalid, all valid parts that are severable from 

the invalid part remain in effect. If a part of this act is 

invalid in one or more of its applications, the part remains 

in effect in all valid applications that are severable from 

the invalid applications. 

NEW SECTION. Section 34. Effective date 

applicability. This act is effective on passage and approval 

and applies to health maintenance organizations formed 

before or after the effective date of this act. 

-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 SB353 , as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act to regulate the formation and operation of Health Maintenance Organizations; amending Sections 17-7-502 and 
33-22-111, MCA; and providing an immediate effective date and an applicability provision. 

ASSUMPTIONS: 
1. There would be four HMO's authorized in FY88 and these companies would renew in FY89. 
2. Each HMO will register 10 agents in FY88 and FY89. 
3. There will be no additional staff required for the State Auditor. 
4. The Department of Health and Environmental Sciences will require 1.0 additional FTE to administer the 

program. 
5. DHES will contract for patient care assessments and complaint reviews at $35.00 per case. 
6. An estimated number of 56,000 persons will be enrolled in HMO's, requiring 1,867 case reviews per year. 

(The enrolled population was estimated from combining the greater Helena, Missoula and Great Falls areas 
and larger population centers in the northeastern portion of the state. It was then assumed that about 
one-third of this total would enroll in HMO's.) 

7. An estimat~d 225 complaints will be investigated per year. 
8. The State Auditor will do ongoing financial audits of HMO's and DHES will be responsible for ongoing patient 

care assessments of HMO's. 
9. If HMO's expand beyond currently estimated enrollment of 57,000 persons, costs and revenues will increase 

above those shown in this fiscal note. 

FISCAL IMPACT: FY88 FY89 
Current Law Pro{!osed Law Current Law Proposed Law 

Expenditures: 
Personal Services $ 0 $ 28,438 $ 0 $ 28,438 
Operating Costs 0 78,887 0 78,887 
Capital Outlay 0 3 1 000 0 0 

TOTAL $ 0 $ 110,325 $ 0 $ 107,325 

DA~IJ IJ:.iircTORDATE ~lzt/n 
Office of Budget and Program Planning 

~roNSOR DATE 

Fiscal Note for SB353, as introduced. 
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Flscal Note Request, SB353, as introduced. 
;; Form BD-15 

Page 2 

FISCAL IMPACT: 
Current Law 

Revenues: 
State Special Revenue $ 0 

Net Impact: $ 0 

FYBB FY89 
Prol!osed Law Current Law Pro2osed Law 

$ 111,925 $ 0 $ 107,825 

$ 1,600 $ 0 $ 500 

NOTE: If University System employees are offered an HMO option as part of health care benefits, state costs could 
increase by about $260,000 each year. The state could expect an increase in costs of 2 - 5 % each year. 
See long-term effects. 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 
Most plans (including the state self-insured plan) will be impacted by the introduction of ElMO's. Retirees are 
less likely to Join ElMO's because of long-term physician relationships and because many live out-of-state at 
least part of the year. The traditional plans end up with a larger retiree mix. In Kansas, which recently 
introduced ElMO's, 2'9% of the ,active employees joined ElMO's and only 2% of the retirees joined. Because retirees 
utilize .the plan at a higher rate, a shift of current employees to ElMO's results in higher costs to the state plan 
because fewer active employees would subsidize the retiree costs. With a shift similar to Kansas, the state could 
expect up to a 5% increase in cost to the state plan, probably resulting in pressure to increase the state share 
by a similar amount to maintain current bene~its. 

TECHNICAL OR MECHANICAL DEFECTS IN PROPOSED LEGISLATION OR CONFLICTS WITH EXISTING LEGISLATION: 
This bill does not clearly specify the parameters of the patient care assessments to be performed by DHES. If 
DHES is required to perform a cost analysis as appropriate to the services delivered, personnel and operating 
costs to administer .the proposed law will double. 

S'B 30 
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ON PUBLIC HEALTH• WELFARE 
& SAFETY 

STATEMENT OF INTENT 

SENATE BILL 353 

Senate Public Health, Welfare, and Safety Committee 

A statement of intent is required for this bill 

because: 

(l) it authorizes the commissioner of insurance of the 

state of Montana (commissioner) and the department of health 

and environmental sciences to adopt, after notice and 

hearing, reasonable rules necessary or proper to effectuate 

sections 1 through 29; 

{2) section 3 authorizes the commissioner to make 

reasonable rules exempting a health maintenance organization 

from having to file a notice with the commissioner 

15 describing material modifications of information required in 

16 an application for a certificate of authority if the 

17 commissioner considers the information unnecessary; and 

18 (3) section 5 authorizes the commissioner to make 

19 reasonable rules exempting a health maintenance organization 

20 from having to file a notice with the commissioner before 

21 exercising the powers granted in subsection (l}(a), ( 1) (b)' 

22 or (l)(d) if the commissioner believes exercising those 

23 powers will have de minimis effect. The legislature expects 

24 the commissioner to make only reasonable rules necessary to 

25 effectuate or aid the effectuation of sections l through 29. 
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The legislature does not authorize the commissioner to adopt 

rules that extend, modify, or conflict with either any law 

of this state or any reasonable implications of those laws. 

If reasonably possible, the commissioner shall set forth a 

proposed rule or amendment to a rule in or with the required 

notice of hearing. No rule or amendment to a rule by the 

commissioner is effective until it has been on file in the 

commissioner's office for at least 10 days. 

In adopting rules prescribing investment regulations, 

the commissioner shall use the NAIC Model Health Maint@nance 

Organization Investment Guidelines. 

The commissioner and the department are urged to look 

to regulations adopted by the state of Minnesota in 

implementing chapter 62D of the Minnesota insurance code. 

-2- SECOND READING 
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SENATE BILL NO. 353 

INTRODUCED BY MEYER, LORY, BENGTSON, MILLER, MCLANE, SANDS 

BY REQUEST OF THE STATE AUDITOR 

A BILL FOR AN ACT ENTITLED: "AN ACT TO REGULATE THE 

FORMATION AND OPERATION OF HEALTH MAINTENANCE ORGANIZATIONS; 

AMENDING SECTIONS 17-7-SBi--ANB--33-ii-lll 33-1-102 AND 

33-1-704, MCA; AND PROVIDING AN ~MMBB~A~B EFFECTIVE DATE AND 

AN APPLICABILITY PROVISION." 

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

NE~_SECTION. Section 1. Short title. This act may be 

cited as the "Montana Health Maintenance Organization Act 11
• 

NEW SECTION. Section 2. Definitions. As used in 

(sections l throu~h 29], unless the context requires 

otherwise, the following definitions apply: 

( 1) ''Agent" means an individual, partnership, or 

corporation appointed or authorized by a health maintenance 

organization to solicit applications for 

services agreements on its behalf. 

(2) ''Basic health care services" means: 

health 

(a) consultative, diagnostic, therapeutic, 

referral services by a provider; 

(b) inpatient hospital and provider carei 

(c) outpatient medical services; 

care 

and 
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(d) medical treatment and referral services; 

(e) accident and sickness services by a provider to 

each newborn infant of an enrollee pursuant to [section 

8(3)(e)); 

(F) CARE AND TREATMENT OF MENTAL ILLNESS, ALCOHOLISM, 

AND DRUG ADDICTION; 

tftiQl diagnostic laboratory and diagnostic and 

therapeutic radiologic services; and 

t9t~ preventive health services, including: 

(i) immunizations; 

(ii) well-child care from birth; 

(iii) periodic health evaluations for adults; 

(iv) voluntary family planning services; 

(v) infertility services; and 

(vi) children's eye and ear examinations conducted to 

determine the need for vision and hearing correction. 

(3) "Conunissioner" means the commissioner of insurance 

of the state of Montana. 

{4) "Department of health" means the department of 

health and environmental sciences provided for in 2-15-2101. 

(5) "Director'' means the director of the department of 

health and environmental sciences provided for in 2-15-2102. 

(6) ''Enrollee'' means a person: 

(a} who enrolls in or contracts with 

maintenance organization; 

-2-
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(b) on whose behalf a contract is made with a health 

maintenance organization to receive health care services; or 

(c) on whose behalf the health maintenance 

organization contracts to receive health care services. 

(7) "Evidence of coverage" means a certificate, 

agreement, policy, or contract issued to an enrollee setting 

forth the coverage to which the enrollee is entitled. 

(8) "Health care services" means: 

(a) the services included in furnishing medical or 

dental care to a person; 

(b) the services included in hospitalizing a person; 

(c) the services incident to furnishing medical or 

dental care or hospitalization; or 

(d) the services included in furnishing to a person 

other services for the purpose of preventing, alleviating, 

curing, or healing illness, injury, or physical disability. 

(9) "Health care services agreement 11 means an 

agreement for health care services between a health 

maintenance organization and an enrollee. 

(10) "Health maintenance organization" means a person 

who provides or arranges for basic health care services to 

enrollees on a prepaid or other financial basis, either 

directly through provider employees or through contractual 

or other arrangements with a provider or a group of 

providers. 
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( 11) "Person'• means: 

(a) an individual; 

(b) a group of individuals; 

(c) 

(d) 

33-30-101; 

an insurer, 

a health 

as defined in 33-l-201; 

service corporation, as 

SB 0353/02 

defined in 

(e) a corporation, partnership, facility, association, 

or trust; or 

(f} an institntion of a governmental unit of any state 

licensed by that state to provide health care, including but 

not limited to a physician, hospital, ho~pital-related 

facility, or long-term care facility. 

(12) "PLAN" MEANS A HEALTH MAINTENANCE ORGANIZATION 

OPERATED BY AN INSURER OR HEALTH SERVICE CORPORATION A~ AN 

INTEGRAL PART OF THE CORPORATION AND NOT AS A SUBSIDIARY. 

t%:2till_l 11 Provider" means a physician, hospital, 

hospital-related facility, long-term care facility, dentist, 

osteopath, chiropractor, optometrist, podiatrist, 

psychologist, licensed social worker, registered pharmacist, 

or nurse specialist as specifically listed in 37-8-202 who 

treats any illness or injury within the scope and 

limitations of his practice or other person who is licensed 

or otherwise authorized in this state to furnish health care 

services. 

fl3tJ..!!l "Uncovered expenditures" mean the costs of 
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health care services that are covered by a health 

maintenance organization and for which an enrollee is liable 

if the health maintenance organization becomes insolvent. 

NEW SECTION. Section 3. 

maintenance organizations. 

this state to the contrary, 

Establishment of health 

(1) Notwithstanding any law of 

a person may apply to the 

commissioner for and obtain a certificate of authority to 

establish and operate a health maintenance organization in 

compliance with (sections 1 through 29). A person may not 

establish or operate a health maintenance organization in 

this state except as authorized by a subsisting certificate 

of authority issued to it by the commissioner. A foreign 

person may qualify for a certificate of authority if it 

first obtains from the secretary of state a certificate of 

authority to transact business in this state as a foreign 

corporation under 35-1-1001. 

(2) Each health maintenance organization operating in 

this state as of [the effective date of this act] shall 

submit an application for a certificate of authority under 

subsection (3) within 30 days o£-fth~-~f~eetiye-date-o£-~his 

eett AFTER THE EFFECTIVE DATE OF RULES ADOPTED BY THE 

COMMISSIONER AND THE DEPARTMENT OF HEALTH AS PROVIDED IN 

[SECTION 20]. Each such applicant may continue to operate in 

this state until the commissioner acts upon the application. 

If an application is denied under [section 4], the applicant 
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must be treated as a health maintenance organization whose 

certificate of authority has been revoked. 

(3) Each application of a health 

organization, whether separately 

certificate of authority must: 

(a) be verified by an 

representative of the applicant; 

licensed or 

officer or 

maintenance 

not, for a 

authorized 

(b) be in a form prescribed by the commissioner; 

(c) contain: 

(i) the applicant's name; 

(ii) the location of the applicant's home office or 

principal office in the United States (if a foreign person); 

(iii) the date of organization or incorporation; 

(iv) the form of organization (including whether the 

providers affiliated with the health 

organization will be salaried employees or 

individual contractors); 

(v) the state or country of domicile; and 

maintenance 

group or 

(vi) any additional 

reasonably require; and 

(d) set forth the 

information the commissioner may 

following information or be 

accompanied by the following documents, as applicable: 

(i) a copy of the 

documents, such as its corporate 

incorporation, articles of 

-6-
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agreement, trust agreement, or other applicable documents, 

and all amendments thereto, certified by the public officer 

with whom the originals were filed in the state or country 

of domicile; 

(ii) a copy of the bylaws, rules, and regulations, or 

similar document, if any, regulating the conduct of the 

applicant's internal affairs, certified by its secretary or 

other officer having custody thereof; 

(iii) a list of the names, addresses, and official 

positions of the persons responsible for the conduct of the 

applicant's affairs, including all members of the board of 

directors, board of trustees, executive committee, or other 

governing board or committee; the principal officers in the 

case of a corporation; and the partners or members in the 

case of a partnership or association; 

(iv) a copy of any contract made or to be made between: 

(A) any provider and the applicant; or 

(B) any person listed in subsection {J)(d)(iii) and 

the applicant. The applicant may file a list of providers 

executing a standard contract and a copy of the contract 

instead of copies of each executed contract. 

(v) the extent to which any of the following will be 

included in provider contracts and the form of any 

provisions that: 

(A) limit a provider's ability to seek reimbursement 
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for basic health care services or health care services from 

an enrollee; 

(B) permit or require a provider to assume a financial 

risk in the health maintenance organization, including any 

provisions for assessing the provider, adjusting capitation 

or fee-for-service rates, or sharing in the earnings or 

losses; and 

(C) govern amending or terminating an agreement with a 

provider; 

(vi) a financ.;al statement showing the applicant's 

assets, liabilities, and sources of financial suppor-t. If 

the applicant's financial affairs are audited by independent 

certified public accountants, a copy of the applicant's most 

recent certified financial statement satisfies this 

requirement unless the commissioner directs that additional 

or more recent financial information is required for the 

proper administration of (sections 1 through 29]. 

(vii) a description of the proposed method of 

marketing, a financial plan that includes a projection of 

operating results anticipated until the organization has had 

net income for at least 1 year, and a statement as to the 

sources of working capital as well as any other source of 

funding; 

tvi±it-a--s~mmsry--of--Eeo~ibility-st~dies-or-marketi~g 

s~rveys--~hat---s~pport---~he---fi~aneiel---a~d---e~ro%%ment 
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pro;eeeioft~--!or-the-pian7-ifte%~ding-the-peeentia%-namber-o£ 

enre%%ees-in-the-operating-territery,-~he--projeeted--numher 

Of--enroiieee--~er--~he--first--5--ye8rST--tfte--anderwriting 

standards-te-he-app%ie87-and-the--method--o£--marketing--the 

organization; 

t~xt(VIII) a power of attorney executed by the 

applicant, on a form prescribed by the commissioner, 

appointing the commissioner, his successors in office, and 

his authorized deputies as the applicant•s attorney to 

receive service of legal process issued against it in this 

state; 

t~rt 1.!.!1 a statement reasonably describing the 

geographic service area or areas to be served by county, 

including: 

(A) a chart showing the number of primary and 

specialty care providers with locations and service areas by 

county; 

(B) the method of handling emergency care, with the 

location of each emergency care facility; and 

(C) the method of handling out-of-area services; 

t~ti!l a description of the way in which the health 

maintenance organization provides services to enrollees in 

each geographic service area, including the extent to which 

a provider under contract with the health maintenance 

organization provides primary care to those enrollees; 
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txiit!!!l a description of the complaint procedures to 

be used as required under [section 11]; 

txiiiti!!!l a description of the procedures and 

programs to be implemented to meet the quality of health 

care requirements in [section 4); 

txi?t1!!!!1 a description of the mechanism by which 

enrollees will be afforded an opportunity to participate in 

matters of policy and operation under [section 6]; 

tx•tCXIV) a summary of the way in which administrative 

services will be provided, including the size and 

qualifications of the administrative staff and the projected 

cost of administration in relation to premium income. If the 

health maintenance organization delegates management 

authority for a major corporate function to a person outside 

the organization, the health maintenance organization shall 

include a copy of the contract in its application for a 

certificate of authority. Contracts for delegated management 

authority must be filed for approval with the commissioner 

in accordance with the filing provisions of (section 8(7)]. 

All contracts must include: 

{A) the services to be provided; 

(B) the standards of performance for the manager; 

(C) the method of payment, including any provisions 

for the administrator to participate in the profits or 

losses of the plan; 

-10- SB 3">3 
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(D) the duration of the contract~ and 

(E) any provisions for modifying, terminating, or 

renewing the contract. 

txwit-a--s~mmary--o£--eurren~-ond-pre;eeted-enroi+mentt 

ineeme--£rom--premiu&s--by--type--e£--payer,--ether--ineeme, 

administrotiwe--an~--ether--eests7--the-pre;eeta8-hrea~-e~en 

pe~n~-tineid~in~--the--method--of--f~nding--the--oeettmttlated 

losses--ttfttil--the--break-even--point--i3--reaeftedty-and-ehe 

aesumptione-made-in-developing-pro;eeted-operoting--resttlts; 

txviitl!Yl a summary of all financial guaranties by 

providers, sponsors, affiliates, or parents within a holding 

company system or any other guaranties that are intended to 

ensure the financial success of the plan, including hold 

harmless agreements b~ providers, insolvency insurance, 

reinsurance, or other guaranties; 

t~<¥H±t(XVI) a summary of benefits to be offered 

enrollees, including any limitations and exclusions and the 

renewability of all contracts to be written; 

tMixt(XVII) evidence that it can meet the requirement 

of [section 13(10)]: and 

txxt{XVIII) any other information that the commissioner 

may reasonably require to make the determinations required 

in [section 41. 

(4) Each health maintenance organization shall file 

each substantial change, alteration, or amendment to the 
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information submitted under subsection (3) with the 

commissioner at least 30 days prior to its effective date, 

including changes in articles of incorporation and bylaws, 

organization type, geographic service area, provider 

contracts, provider availability, plan administration, 

financial projections and guaranties, and any other change 

that might affect the financial solvency of the plan. The 

commissioner may, AFTER NOTICE AND H~ING, disapprove any 

proposed change, alteration, or amendment to the business 

plan. The commissioner may make reasonable rules exempting 

from the filing requirements of this subsection those items 

he considers unnecessary. 

(5) An applicant or a health maintenance organization 

holding a certificate of authority shall file with the 

commissioner all contracts of reinsurance and any 

modifications thereto. An agreement between a health 

maintenance organization and an insurer is subject to Title 

33, chapter 2, part 12. A reinsurance agreement must remain 

in full force and effect for at least 90 days following 

written notice of cancellation by either party by certified 

mail to the commissioner. 

( 6) Each health maintenance organization shall 

maintain, at its administrative office, and make available 

to the commissioner upon request executed copies of all 

provider contracts. 
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NEW SECTION. section 4. Issuance of certificate of 

authority. (l) Upon receipt of an application for issuance 

of a certificate of authority, the commissioner shall 

transmit copies of the application and accompanying 

documents to the department of health. The department of 

health shall determine whether the applicant for a 

certificate of authority, with respect to health care 

services to be furnished, has: 

(a) demonstrated the willingness and potential ability 

to assure that it will provide health care services in a 

manner assuring availability and accessibility of adequate 

personnel and facilities and enhancing availability, 

accessibility, and continuity of service; 

(b) arrangements, established in accordance with the 

rules made by the department of health, for an ongoing 

quality assurance program concerning health care processes 

and-euteemes AVAILABILITY, ACCESSIBILITY, AND CONTINUITY OF 

SERVICE; and 

(c) a procedure, established in accordance with rules 

of the department of health, to develop, compile, evaluate, 

and r~rt statistics relating to the cost of its 

operatioA&, the pattern of utilization of its services, the 

availabi1ity and accessibility of its services, and any 

other matters as may be reasonably required 

department of health. 
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12) Within 99 60 days of receipt of the application 

from a health maintenance organization for issuance of a 

certificate of authority, the department of health shall 

certify to the commissioner that the proposed health 

maintenance organization meets the requirements of 

subsection (1) or shall, AFTER NOTICE AND HEARING, notify 

the commissioner that the health maintenance organization 

does not meet those requirements and specify in what 

respects it is deficient. The director may extend by not 

more than an additional 30 days the period within which he 

may certify to the commissioner that the proposed health 

maintenance organization meets or does not meet the 

requirements of subsection (1) by giving notice of the 

extension to the commissioner and the health maintenance 

organization before the expiration of the initial 96-dey 

60-DAY period. 

(3) The commissioner shall issue or deny a certificate 

of authority to any person filing an application pursuant to 

[section 3] within 180 days of receipt of the certification 

from the department of health. The commissioner shall grant 

a certificate of authority upon payment of the application 

fee prescribed in [section 22] if the commissioner is 

satisfied that each of the following conditions is met: 

(a) The persons responsible for the conduct of the 

applicant•s affairs are competent,-trnstworthy,-and-of-good 
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repn~aeien AND TRUSTWORTHY. 

(b) The department of health ce~tifies, in accordance 

with subsection (2), that 

organization's proposed plan of 

requirements of subsection (1). 

the health maintenance 

operation meets the 

(C) The health maintenance organization will 

effectively provide or arrange for the provision of basic 

health care services on a prepaid basis, through insurance 

or otherwise, except to the extent of reasonable 

requirements for copayments. 

{d) The health maintenance organization is financially 

responsible and can reasonably be expected to meet its 

obligations to enrollees and prospective enrollees. In 

making this determination, the commissioner may in his 

discretion consider: 

(i) the financial soundness of the arrangements for 

health care services and the schedule of charges used in 

connection therewith; 

(ii) the adequacy of working capital; 

(iii) any agreement with an insurer, a health service 

corporation, a government, or any other organization for 

ensuring the payment of the cost of health care services or 

the provision for automatic applicability of an alternative 

coverage in the event of discontinuance of the health 

maintenance organization; 
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(iv) any agreement with providers for the provision of 

health care services; 

(v) any deposit of cash or securities submitted in 

accordance with (section 13]; and 

(vi) any additional information as the commissioner may 

reasonably require. 

(e) The enrollees will be afforded an opportunity to 

participate in matters of policy and operation pursuant to 

[section 6]. 

(f) Nothing in the proposed method of operation, as 

shown by the information submitted pursuant to [section 3) 

or by independent investigation, is-eentrary-~e-the-p~blie 

intere~t VIOLATES ANY PROVISION OF [SECTIONS 1 THROUGH 29) 

OR RULES ADOPTED BY THE COMMISSIONER OR THE DEPARTMENT OF 

HEALTH. 

(gJ Any deficiencies identified by the department of 

health have been corrected. 

(4) The commissioner may in his discretion deny a 

certificate of authority only if he complies with the 

requirements of (section 21]~ 

NEW SECTION. Section 5. Powers of health maintenance 

organizations. Ill The powers of a health maintenance 

organization include but are not limited to the following: 

(a) the purchase, lease, construction, renovation, 

operation, or maintenance of a hospital. a medical facility, 
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or both, its ancillary equipment, and such property as may 

reasonably be required for its principal office or for such 

purposes as may be necessary in the transaction of the 

business of the organization; 

(b) the making of loans to a medical group under 

contract with it in furtherance of its program or the making 

of loans to a corporation under its control for the purpose 

of acquiring or constructing a medical facility or hospital 

or in furtherance of a program providing health care 

services to enrollees; 

(c) the furnishing of health care services through a 

provider who is under contract with or employed by the 

health maintenance organization; 

(d) the contracting with a person for the performance 

on its behalf of certain functions, such as marketing, 

enrollment, and administration; 

(e) the contracting with an insurer authorized to 

transact insurance in this state, or with a health service 

corporation authorized to do business in this state, for the 

provisioa ot insurance, indemnity, or reimbursement against 

the cost of health care services provided by the health 

maintenance organization; and 

(f) the offering of other health care services in 

addition to basic health care services. 

( 2) A health maintenance organization shall file 
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notice, with adequate supporting information, with the 

commissioner before exercising a power granted in subsection 

(l)(a), (l)(b), or (1)(d). The commissioner may disapprove 

the exercise of a power only if, in his opinion, it would 

substantially and adversely affect the financial soundness 

of the health maintenance organization and endanger its 

ability to meet its obligations. The commissioner may make 

reasonable rules exempting from the filing requirement of 

this subsection those activities having a de minimis effect. 

The exercise of authority granted in subsections (l)(a), 

(1)(b), and (l)(d) is subject to disapproval by the 

commissioner. The commissioner may exempt certain contracts 

from the filing requirement whenever exercise of the 

authority granted in this section would have little or no 

effect on the health maintenance organization's financial 

condition and ability to meet obligations. 

(3) Nothing in this section exempts the activities of 

a health maintenance organization from any applicable 

certificate of need requirements under Title 50, chapter 5, 

parts l and 3. 

NEW SECTION. Section 6. Governing body. (1) The 

governing body of a health maintenance organization may 

include providers or other individuals, or both. 

(2) The governing body shall establish a mechanism to 

give the enrollees an opportunity to participate in matters 
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of policy and operation through the establishment of 

advisory panels, by the use of advisory referenda on major 

policy decisions, or through the use of other mechanisms. 

NEW SECTION. Section 7. Fiduciary responsibilities. 

(1) Any director, officer, employee, or partner of a health 

maintenance organization who receives, collects, disburses, 

or invests funds in connection with the activities of the 

health maintenance organization is 4esponsible for the funds 

in the manner of a fiduciary to the .health maintenance 

organization. 

(2) A health maintenance organization shall maintain 

in force a fidelity bond on employees and officers in an 

amount not less than $100,000 or such other sum as may be 

prescribed by the commissioner. Each bond must be written 

with at least a 1-year discovery period and, if written with 

less than a 3-year discovery period, must contain a 

provision that a cancellation or termination of the bond, 

whether by or at the request of the insured or by the 

underwriter, may not take effect prior to the expiration of 

90 days after written notice of the cancellation or 

termination has been filed with the commissioner unless the 

commissioner approves an earlier cancellation or termination 

date. 

NEW SECTION. Section 8. Evidence 

charges for health care services. 
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residing in this state is entitled to an evidence of 

coverage. The health maintenance organization shall issue 

the evidence of coverage, except that if the enrollee 

obtains coverage through an insurance policy issued by an 

insurer or a contract issued by a health service 

corporation, whether by option or otherwise, the insurer or 

the health service corporation shall issue the evidence of 

coverage. 

{2) A health maintenance organization may not issue or 

deliver an enrollment form, an evidence of coverage, or an 

amendment to an approved enrollment form or evidence of 

coverage to a person in this state before a copy of the 

enrollment form, the evidence of coverage, or the amendment 

to the approved enrollment form or evidence of coverage is 

filed with and approved by the commissioner. 

(3) An evidence of coverage issued or delivered to a 

person resident in this state may not contain a provision or 

statement that is unjust, unfair, inequitable, misleading, 

or deceptive; that encourages misrepresentation; or that is 

untrue, misleading, or deceptive as defined in (section 

14(1)]. The evidence of coverage must contain: 

(a) a clear and concise statement, if a contract, or a 

reasonably complete summary, if a certificate, of: 

(i) the health care services aDd the insurance or 

other benefits, if any, to which the earollee is entitled; 
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Iii) any limi ta tiona on the services, kinds of 

services, or benefits to be provided, including any 

deductible or copayment feature; 

(iii) the location at which and the manner in which 

information is available as to how services may be obtained; 

(iv) the total amount of payment for health care 

services and the indemnity or service benefits, if any, that 

the enrollee is obligated to pay with respect to individual 

contracts; and 

(v) a clear and 

health maintenance 

enrollee complaints. 

(b) definitions 

understandable description 

organization's method for 

of geographical service 

of the 

resolving 

area, 

emergency care, urgent care, out-of-area services, 

dependent, and primary provider, if these terms or terms of 

similar meaning are used in the evidence of coverage and 

have an effect on the benefits covered by the plan. The 

definition of geographical service area need not be stated 

in the text of the evidence of coverage if the definition is 

adequatEly described in an attachment, which is given to 

each enrollee along with the evidence of coverage. 

(cj clear disclosure of each provision that limits 

benefits or access to service in the exclusions, 

limitations, and exceptions sections of the evidence of 

coverage. The exclusions, limitations, and exceptions that 
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must be disclosed include but are not limited to: 

(i) emergency and urgent care; 

(ii) restrictions on the selection of primary or 

referral providers; 

(iii) restrictions on changing providers during the 

contract period; 

(iv) out-of-pocket costs, including copayments and 

deductibles; 

(v) charges for missed appointments or other 

administrative sanctions: 

(vi) restrictions on access 

other charges are not paid; and 

to care if copayments or 

(vii) any restrictions on coverage for dependents who 

do not reside in the service area. 

(d) clear disclosure of any benefits for home health 

care, skilled nursing care, kidney 

diabetes, maternity benefits for 

alcoholism and other drug abuse, and 

disorders; 

disease treatment, 

dependent children, 

nervous and mental 

(e) a provision requiring immediate accident and 

sickness coverage, from and after the moment of birth, to 

each newborn infant of an enrollee or his dependents; 

(f) a provision o££ering REQUIRING medical treatment 

and referral services to appropriate ancillary services for 

mental illness and for the abuse of or addiction to alcohol 
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provided in 

"Conformity With State Statutes: Any provision of this 

evidence of coverage that on its effective date is in 

conflict with the statutes of the state in which the insured 

resides on that date is hereby amended to conform to the 

minimum requirements of those statutes." 

(h) a provision that the health maintenance 

organization shall issue, without evidence of insurability, 

to the enrollee, his 

continuing coverage on 

family members: 

dependents, or 

the enrollee, 

family members 

his dep€ndents, or 

(i) if the evidence of coverage or any portion of it 

on an enrollee, his dependents, or family members covered 

under the evidence of coverage ceases because of termination 

of employment or of his membership in the class or classes 

eligible for coverage under the policy or because his 

employer discontinues his business or the coverage; 

(ii) if the enrollee had been enrolled in the health 

maintenance organization for a period of 3 months preceding 

the termination of group coverage; and 

(iii) if the enrollee applied for continuing coverage 

within 31 days after the termination of group coverage. The 

conversion contract may not exclude, as a preexisting 
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condition, any condition covered by the group contract from 

which the enrollee converts. 

( i) 

money an 

a provision that clearly describes the amount of 

enrollee shall pay to the health maintenance 

organi2ation to be covered for basic health care services. 

(4) A health maintenance organization may amend an 

enrollment form or an evidence of coverage in a separate 

document if the separate document is filed with and approved 

by the commissioner and issued to the enrollee. 

(5) (a) A health maintenance organization shall 

provide the same coverage for newborn infants, required by 

subsection (3)(e), as it provides for enrollees, except that 

for newborn infants there may be no waiting or elimination 

periods. A health maintenance organization may not assess a 

deductible or reduce benefits applicable to the coverage for 

newborn infants unless the deductible or reduction in 

benefits is consistent with the deductible or reduction in 

benefits applicable to all covered personsw 

{b) A health maintenance organization may not issue or 

amend an evidence of coverage in this state if it contains 

any disc1aimer 11 waiver, or other limitation of coverage 

relative to the accident and sickness coverage or 

insurability of newborn infants of an enrollee or his 

dependents from and after the moment of birth. 

(c) If a health maintenance organization requires 
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payment of a specific fee to provide coverage of a newborn 

infant beyond 31 days of the date of birth of the infant, 

the evidence of coverage may contain a provision that 

requires notification to the health maintenance 

organization, within 31 days after the date of birth, of the 

birth of an infant and payment of the required fee. 

(6) A health maintenance organization may not use a 

schedule of charges for enrollee coverage for health care 

services or an amendment to a schedule of charges before it 

files a copy of the schedule of charges or the amendment to 

it with the commissioner. A health maintenance organization 

may evidence a subsequent amendment to a schedule of charges 

in a separate document issued to the enrollee. The charges 

in the schedule must be established in accordance with 

actuarial principles for various categories of enrollees, 

except that charges applicable to an enrollee must not be 

individually determined based on the status of his health. 

However, the charges may not be excessive, inadequate, or 

unfairly discriminatory and cannot be amended mare often 

than once in a 12-month period unless a more frequent 

amendment is actuarially justified and necessary to preserve 

the financial solvency of the health maintenance 

organization. A certification by a qualified actuary or 

other qualified person acceptable to the commissioner as to 

the appropriateness of the use of the charges, based on 
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reasonable assumptions, must accompany the filing, along 

with adequate supporting information. 

(7) The commissioner shall, within a reasonable 

period 6 approve a form if the requirements of subsections 

(1) through (5) are met. A health maintenance organization 

may not issue a form or use a schedule of charges before the 

commissioner app~oves the form or the health maintenance 

organization files the schedule of charges. If the 

commissioner disapproves the filing, he shall notify the 

filer. In the notice, the commissioner shall specify the 

reasons for his disapproval. The commissioner shall grant a 

hearing within 30 days after he receives a written request 

by the filer. 

(8) The commissioner may in his discretion require a 

health maintenance organization to submit any information he 

considers necessary in determining whether to approve or 

disapprove a filing made pursuant to this section. 

NEW SECTION. Section 9. Annual statement 

revocation for failure to file -- penalty for perjury. (1) 

Bach UNLESS IT IS OPERATED BY AN INSURER OR A HEALTH SERVICE 

CORPORATION AS A PLAN, EACH authorized health maintenance 

organization shall annually on or before March 1 file with 

the commissioner a full and true statement of its financial 

condition, transactions, and affairs as of the preceding 

December 3le The statement must be in the general form and 
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content required by the commissioner. The statement must be 

verified by the oath of at least two principal officers of 

the health maintenance organization. The commissioner may in 

his discretion waive any verification under oath. 

(2) At the time of filing its annual statement, the 

health maintenance organization shall pay the commissioner 

the fee for filing its statement as prescribed in [section 

22). The commissioner may refuse to accept the fee for 

continuance of the insurer's certificate of authority, as 

provided in [section 22], or may in his discretion suspend 

or revoke the certificate of authority of a health 

maintenance organization that fails to file an annual 

statement when due. 

(3) The commissioner may, AFTER NOTICE AND HEARING, 

impose a fine not to exceed $5,000 per violation upon a 

director, officer, partner, member, agent, or employee of a 

health maintenance organization who knowingly subscribes to 

or concurs in making or publishing an annual statement 

required by law that contains a material statement which is 

false. 

{4) The commissioner may require such reports as he 

considers reasonably necessary and appropriate to enable him 

to carry out his duties under [sections 1 through 29]L 

INCLUDING BUT NOT LIMITED TO A STATEMENT OF OPERATIONS, 

TRANSACTIONS, AND AFF'AIRS OF A HEALTH MAINTENANCE 
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ORGANIZATION OPERATED BY AN INSURER OR A HEALTH SERVICE 

CORPORATION AS A PLAN. 

NEW SECTION. Section 10. Information to enrollees. 

Each authorized health maintenance organization shall 

promptly provide to its enrollees ncttee 30 DAYS' AD~~CE 

NOTICE IN WRITING of any material change in the operation of 

the health maintenance organization that will affect them 

directly. 

NEW SECTION. Section 11. Complaint system. 

(1) {a) Each authorized health maintenance organization 

shall establish and maintain a complaint system to provide 

reasonable procedures to resolve written complaints 

initiated by enrollees. A health maintenance organi2ation 

may not use a complaint system: 

(i) before the commissioner approves it; and 

( ii} unless the health maintenance organi?.ation 

describes it in each evidence of coverage issued or 

delivered to an enrollee in this state. 

(b) Each time the health maintenance organization 

denies a claim or initiates disenrollment~ cancellation, or 

nonrenewal, it shall notify the affected enEollee of the 

right to file a complaint and the procedure for filing a 

complaint. 

(C) Each health maintenance organization Sh<lll 

acknowledge a complaint within 10 days of receiving it. 
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(d) Each health maintenance organization shall retain 

records of all complaints for 3 years and shall develop a 

summary for each year that must include: 

(i) a description of the procedures of the complaint 

system; 

(ii) the total number of complaints handled through the 

complaint system, a compilation of causes underlying the 

complaints filed, the date on which each complaint was 

filed, the date on which each complaint was resolved, the 

disposition of each complaint filed, the time it took to 

process each complaint, and a summary of each administrative 

change made because of a complaint; and 

(iii) the number, amount, and disposition of 

malpractice claims made by enrollees of the health 

maintenance organization that were settled during the year 

by the health maintenance organization. 

fe} The health maintenance organization shall annually 

on or before March 1 file with the commissioner the summary 

described in subsection (l)(d) for the preceding year. 

(2) The commissioner shall hold in confidence the 

information provided by the health maintenance organization 

pursuant to subsection (l)(d)(iii). 

(3) The commissioner may examine a complaint system. 

NEW SECTION. Section 12. Investment regulations. A 

domestic health maintenance organization may invest its 
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funds only as prescribed in r~lea--adepted--hy--the 

eommissiefteP TITLE 33, CHAPTER 2, PART 8. 

NEW SECTION. Section 13. Protection against 

insolvency. (1) Except as provided in subsections (4) 

through (7), each authorized health maintenance organization 

shall deposit with the commissioner cash, securities, or any 

combination of cash or securities acceptable to the 

commissioner in the amount set forth in this section. 

(2) The amount of the deposit for a health maintenance 

organization during the first year of its operation must be 

the greater of: 

(a) 5% of its estimated expenditures for health care 

services for its first year of operation: 

(b) twice its estimated average monthly uncovered 

expenditures for its first year of operation; or 

(c) $100,000. 

(3) At the beginning of each succeeding year, unless 

not applicable, the health maintenance organization shall 

deposit with the commissioner cash, securities, or any 

combination of cash or secur~ties acceptable to the 

commissioner, in an amount equal to 4\ of its estimated 

annual uncovered expenditures for that year. 

(4) Unless not applicable, a health maintenance 

organization that is in operation on [the effective date of 

this act] shall make a deposit equal to the greater of: 
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(a) 1% of the preceding 12 months' uncovered 

expenditures; or 

(b) $100,000 on the first day of the fiscal year 

beginning 6 months or more after [the effective date of this 

act]. In the second fiscal year, if applicable, the amount 

of the additional deposit must be equal to 2% of its 

estimated annual uncovered expenditures. In the third fiscal 

year, if applicable, the additional deposit must be equal to 

3t of its estimated annual uncovered expenditures for that 

year. In the fourth fiscal year and subsequent years, if 

applicable, the additional deposit must be equal to 4% of 

its estimated annual uncovered expenditures for each year. 

Each ;,·e.;o.:r's estimate after the first year of operation must 

reasonably reflect the preceding year's operating experience 

and delivery arrangements. 

{5) The commissioner may in his disc::etior. waive any 

of the deposit requirements set forth in subsections (l) 

through (4) whenever he is satisfied that: 

(a} the health maintenance organization has sufficient 

net worth and an adequate histo~y of gener~ting net income 

to assure its financial viability for the next year; 

(b) the health maintenance organization 1 s performance 

and obligations are guaranteed by an organization with 

sufficient net worth and an adequate history of generating 

net income; or 
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(c) the health maintenance organization's assets or 

its contracts with insurers, health service corporations, 

governments, or other organizations are reasonably 

sufficient to assure the performance of its obligations. 

(6) When a health maintenance organization achieves a 

net worth not including land, buildings, and equipment of at 

least $1 million or achieves a net worth including 

organization-related land, buildings, and equipment of at 

least $5 million the annual deposit requirement under 

subsection ( 3) does not apply. The annual deposit 

requirement under subsection {.3) does not apply to a health 

maintenance organization if t_he total amount of the 

accumulated deposit is greater than the capital requirement 

for the formation or admittance of a disability insllrec in 

thi~ state. If the health mcintenance organization has a 

guaranteeing organization that has been in operation for at 

least 5 years ~nd has ~ net worth not i~cluding land, 

builCHn9s~ and eq<1ipment of -e.t least $1 million or that has 

been in operation for at least 10 years -9nd has a net worth 

including organization-related land, 

eqt! ipment of at least $5 million, the 

requirement. under subsection (3) does 

buildings~ and 

annual deposit 

not apply, If the 

guaranteeing orqanization is sponsoriRq more than one health 

maintenance organization, however, the n~t worth requirement 

is increased by a multiple equal to the number of such 
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health maintenance organizations. This requirement to 

maintain a deposit in excess of the deposit required of a 

disability insurer does not apply during any time that the 

guaranteeing organization 

maintenance organization it 

equal to the capital and 

disability insurer. 

maintains for each health 

sponsors a net worth at least 

su~plus requirements for a 

(7) All income from deposits belongs to the depositing 

health maintenance organization and must be paid to it as it 

becomes available. A health maintenance organization that 

has made a securities deposit may withdraw the deposit or 

any part of it after making a substitute deposit of cash, 

securities, or any combination of cash or securities of 

equal amount and value. A health maintenance organization 

may not substitute securities without prior approval by the 

commissioner. 

(8) In any year in which an annual deposit is not 

required of a health maintenance organization, at the health 

maintenance organization's request, the commissioner shall 

reduce the previously accumulated deposit by $100,000 for 

each $250,000 of net worth in excess of the amount that 

allows the health maintenance organization to be exempt from 

the annual deposit requirement. If the amount of net worth 

no longer supports a reduction of its required deposit, the 

health maintenance organization shall immediately redeposit 
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$100,000 for each $250,000 of reduction in net worth, except 

that its total deposit may not be required to exceed the 

maximum required under this section. 

(9) Baeh UNLESS IT IS OPERATED BY AN INSURER OR A 

HEALTH SERVICE CORPORATION AS A PLAN, EACH health 

maintenance organization shall have a minimum capital of at 

least $200,000 in addition to any deposit requirements under 

this section. The capital account must be in excess of any 

accrued liabilities and be in the form of cash, securities, 

or any combination of cash or securities acceptable to the 

commissioner. 

(10) Each health maintenance organization shall 

demonstrate that if it becomes insolvent: 

(a) enrollees hospitalized on the date of insolvency 

will be covered until discharged; and 

(b) enrollees will be entitled to similar alternate 

insurance coverage that does not contain any 

underwriting or preexisting limitation requirements. 

medical 

NEW SECTION. Section 14. Prohibited practices. (l) A 

health maintenance organization, or representative thereof, 

may not cause or knowingly permit the use of advertising 

that is untrue or misleading, solicitation that is untrue or 

misleading, or any form of evidence of coverage that is 

deceptive. For purposes of [sections 1 through 29]: 

tat--a--statemen~--e~-item-o£-informat~on-is-consid@r@d 
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to-be-antrae-if-ie-~oes-not-eonform-to-faet-in--any--reepeet 

ehat--is--or-may-be-eignifieant-to-an-enro%%ee-o£r-or-pereon 

eensidering---enroilment---in7----a----healtft----maintenance 

organi~ation; 

tl>tm_ a statement or item of information is 

considered to be misleading, whether or not it may be 

literally untrue, if, in the total context in which the 

statement is made or the item of information is 

communicated, a reasonable person, not possessing special 

knowledge regarding health care coverage, may reasonably 

understand the statement or item of information as 

indicating a benefit or advantage or the absence of an 

exclusion, limi tat'ion, or disadvantage of possible 

significance to an enrollee of, or person considering 

enrollment in, a health maintenance organization if the 

benefit or advantage or absence of limitation, exclusion, or 

disadvantage does not in fact exist; and 

tet~ an evidence of coverage is considered to be 

deceptive if, when taken as a whole and with consideration 

given to typoqraphy, format, and language, it can cause a 

reasonable person, not possessing special knowledge 

regarding health maintenance organizations, to expect 

benefits, services, charges, or other advantages that the 

evidence of coverage does not provide or which the health 

maintenance organization issuing the evidence of coverage 
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does not regularly make available to enrollees covered under 

the evidence of coverage~ 

(2) Title 33, chapter 18, applies to health 

maintenance organizations and evidences of coverage issued 

by a health maintenance organization, except to the extent 

that the commissioner determines that the nature of health 

maintenance organizations and evidences of coverage render 

the chapter clearly inappropriate. 

(3) A health maintenance organization shall clearly 

disclose in the evidence of coverage the circumstances under 

which it may disenroll, cancel, or refuse to renew an 

enrollee. A health maintenance organization may only 

disenroll, cancel, or refuse to renew an enrollee if the 

enrollee: 

(a) has failed to pay required premiums by the end of 

the grace period; 

(b) has committed acts of physical or verbal abuse 

that pose a threat to providers or other enrollees of the 

health maintenance organization; 

(c) has ·allowed a nonenrollee to use the health 

maintenance organization's certification card to obtain 

services or has knowingly provided fraudulent information in 

applying for coverage; 

(d) has moved outside of the geographical service area 

of the health maintenance organization; er 
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(E) HAS VIOLATED RULES OF THE HEALTH MAINTENANCE 

ORGANIZATION STATED IN THE EVIDENCE OF COVERAGE: 

(F) HAS VIOLATED RULES ADOPTED BY THE COMMISSIONER FOR 

ENROLLMENT IN A HEALTH MAINTENANCE ORGANIZATION; OR 

tet!Ql is unable to establish or maintain a 

satisfactory physician-patient relationship with the 

physician responsible for the enrollee's care. Disenrollment 

of an enrollee for this reason must be permitted only if the 

health maintenance organization can demonstrate that it 

provided the enrollee with the opportunity to select an 

alternate primary care physician, made a reasonable effort 

to assist the enrollee in establishing a satisfactory 

physician-patient relationship, and informed the enrollee 

that he may file a grievance on this matter. 

14) A health maintenance organization may not 

disenroll an enrollee under subsection (3) for reasons 

related to the physical or mental condition of the enrollee 

or for any of the following reasons: 

(a) failure of the enrollee to follow a prescribed 

course of treatment; or 

(b) administrative actions, such as failure to keep an 

appointment. 

(5) (a) A health maintenance organization that 

disenrolls a group certificate holder for any reason exeept 

£ei±ure-to-pay-r~q~±red-premiums NOT LISTED IN SUBSECTION 
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(3) OR PROVIDED IN RULES ADOPTED BY THE COMMISSIONER shall 

make arrangements to provide similar alternate insurance 

coverage to enrollees. The insurance coverage must be 

continued until the disenrolled group certificate holder 

finds its own coverage or a period of 36 12 months elapses, 

whichever comes first. The premium on the individual 

coverage must be at the then-customary rate applicable to 

the individual coverage offered by the insurer, health 

service corporation, or health maintenance organization that 

provides the alternate insurance coverage. 

(b) If a health maintenance organization disenrolls an 

enrollee covered on an individual basis for any reason 

exeep~-fa±±ttre--to--pay--reqttired--premiume 

SUBSECTION (31 OR PROVIDED IN RULES 

NOT LISTED IN 

ADOPTED BY THE 

COMMISSIONER, coverage must be continued until the 

anniversary date of the policy or for 1 year, whichever is 

earlier. A health maintenance organization that disenrolls 

an individual enrollee for failure to pay a required premium 

or for fraudulent statements on the enrollment form need not 

provide alternate insurance coverage to that enrollee. 

(6) A health maintenance organization may not refer to 

itself as an insurer unless licensed as an insurer or use a 

name deceptively similar to the name or description of an 

insurer authorized to transact insurance in this state. 

{7) A person may not refer to itself as a health 
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maintenance organization or HMO unless it holds a valid 

certificate of authority issued by the commissioner. 

NEW SECTION. Section 15. Agent license required 

application, issuance, renewal, fees -- penalty, (1) No 

individual~ partnership, 

himself out to be an 

or corporation may act as or hold 

agent of a health maintenance 

organization unless he is: 

(a) licensed as a disability insurance agent by the 

commissioner pursuant to chapter 17, parts 1, 2, and 4 of 

this title; and 

(b) appointed or authorized by the health maintenance 

organization to solicit health care service agreements on 

its behalf. 

(2) Application, appointment and qualification for a 

health maintenance 

applicable to and 

organization 

the issuance 

agent license, fees 

of a health maintenance 

organization agent license, and renewal of a health 

maintenance organization agent license must be in accordance 

with the provisions of chapter 17 that apply to a disability 

insurance agent. 

(3) An individual, partnership, or corporation who 

holds a disability insurance agent license on [the effective 

date of this act] need not requalify by an examination to be 

licensed as a health maintenance organization agent. 

(4) The commissioner may, in accordance with JJ-1-313, 
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33-1-317, 33-17-411, and chapter 17, part 10, suspend, 

revoke, refuse to issue or renew a health maintenance 

organization agent license, or impose a fine upon the 

licensee. 

NEW SECTION. Section 16. Powers of 

health service corporations. (1) An insurer 

insurers and 

authorized to 

transact insurance in this state or a health service 

corporation authorized to do business in this state may, 

either directly or through a subsidiary or affiliate, 

organize and operate a health maintenance organization under 

the provisions of [sections l through 29]e Notwithstanding 

any other law which may be inconsistent with this section~ 

two or more insurers, health service corporations, or 

subsidiaries or affiliates thereof may jointly organize and 

operate a health maintenance organization. The business of 

insurance is considered to include the provision of health 

care services by a health maintenance organization owned or 

operated by an insurer or a subsidiary thereof. 

(2) Notwithstanding any insurance or health service 

corporation laws, an insurer or a health service corporation 

may contract with a health maintenance organization to 

provide insurance or similar protection against the cost of 

care provided through a health maintenance organization and 

to provide coverage if the health maintenance organization 

fails to meet its obligations. 
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(3) The enrollees of a health maintenance organization 

constitute a permissible group under this title. The insurer 

or health service corporation may make benefit payments to 

health maintenance organizations for health care services 

rendered by providers under the contracts described in 

subsection (2). 

(4) Nothing in this section exempts a health 

maintenance organization that provides health care services 

from complying with the applicable certificate of need 

requirements under Title 50, chapter s, parts 1 and 3. 

~EW SECTION. Section 17. Examination. (1) The 

commissioner may examine the affairs of a health maintenance 

organization and the providers with whom the health 

maintenance organization has contracts~ agreements~ or other 

arrangements as often as is reasonably necessary to protect 

the interests of the people of this state. The commissioner 

shall make such an examination at least once every 3 years. 

(2) The department of health may examine the qu~l%ty 

AVAILABILITY, ACCESSIBILITY, AND CONTINUITY of the health 

care aervices provided by any health maintenance 

organization and the providers with ~hom the health 

maintenance organization has contracts, agreements, or other 

arrangements as often as is reasonably necessary to protect 

the interests of the people of this state. The department of 

health shall make such an examination at least once every 3 

-41- SB 353 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0353/02 

years. 

(3) Each authorized health maintenance organization 

and provider shall submit its relevant books and records for 

the examinations and in every way facilitate the 

examinations. For the purpose of examination, the 

commissioner and the department of health may administer 

oaths to and examine the officers and agents of the health 

maintenance organization and the principals of the p~oviders 

concerning their business. 

(4) (a) (i) Upon presentation of a detailed account of 

the charges and expenses of examinations by the 

commissioner, the health maintenance organization being 

examined shall pay to the examiner as necessarily incurred 

on account of the examination the actual travel expenses, a 

reasonable living-expense allowance, and a per diem, all at 

reasonable rates customary therefor and as established o~ 

adopted by the commissioner. The commissioner may present 

such an account periodically during the course of the 

examination or at the termination of the examination as the 

commissioner considers proper. A person may not pay and an 

examiner may not accept any additional emolument on account 

of any such examination. 

(ii) If a health maintenance organization fails to pay 

the charges and expenses as referred to in subsection 

(4)(a)ti), the commissioner shall pay them out of the funds 
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of the commissioner in the same manner as other 

disbursements of such funds. The amount so paid must be a 

lien upon all of the person's assets and property in this 

state and may be recovered by suit by the attorney general 

on behalf of the state of Montana and restored to the 

appropriate fund~ 

(b) The expenses of examination conducted by the 

director under this section must be 

health maintenance organization 

director~ Such remitted expenses 

assessed against 

and remitted to 

the 

the 

are statutorily 

appropriated to the department of health as provided in 

17-7-502. 

(5) In lieu of an examination, the commissioner or the 

director may accept the report of an examination made by the 

commissioner or the director of another state. 

NEW SECTION. Section 18. Suspension or revocation of 

certificate of authority. (1) The commissioner may in his 

discretion suspend or revoke any certificate of authority 

issued to a health maintenance organization under [sections 

1 through 29] if he finds that any of the following 

conditions exist: 

(a) The health maintenance organization is operating 

in contravention of its basic organizational document or in 

a manner contrary to that described in any other information 

submitted under (section 3], unless amendments to such 
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submissions have been filed with and approved by the 

commissioner. 

{b) The health maintenance organization issues 

evidences of coverage or uses a 

health care services that 

requirements of (section 8]. 

(c) The health maintenance 

schedule of charges 

do not comply with 

organization does 

for 

the 

not 

provide or arrange for basic health care services. 

(d) The director, AFTER NOTICE AND HEARING, certifies 

to the commissioner that: 

(i) the health maintenance organization does not meet 

the requirements of [section 4{1)]7 or 

(ii) the health maintenance organization is unable to 

fulfill its obligations to furnish health care services. 

(e) The health maintenance organization is no longer 

financially responsible and may reasonably be expected to be 

unable to meet its obligations to enrollees or prospective 

enrollees. 

(f) The health maintenance organization has failed to 

implement a mechanism affording the enrollees an opportunity 

to participate in matters of policy and operation under 

[section 6]. 

(g) The health maintenance organization has failed to 

implement the complaint system required by [section ll] to 

resolve valid complaints in a reasonable manner. 
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(h) The health maintenance organization, or any person 

on its behalf, has advertised or merchandised its services 

in an untrue, misrepresentative, misleading, deceptive, or 

unfair manner. 

(i) The continued operation of the health maintenance 

organization would be hazardous to its enrollees. 

(j) The health maintenance organization has otherwise 

failed to substantially comply with [sections 1 through 29]. 

(2) The commissioner may in his discretion suspend or 

revoke a certificate of authority only if he complies with 

the requirements of [section 21]. 

(3) When the certificate of authority of a health 

maintenance organization is suspended, the health 

maintenance organization may not, during the period of such 

suspension, enroll any additional enrollees except newborn 

infants or other newly acquired dependents of existing 

enrollees and may not engage in any advertising or 

solicitation. 

14) If the commissioner revokes the certificate of 

authority of a health maintenance organization, the health 

maintenance organization shall proceed, immediately 

following the effective date of the order of revocation, to 

wind up its affairs and may not transact further business 

except as may be essential to the orderly conclusion of its 

affairs. It may not engage in further advertising or 
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solicitation following the effective date of the order of 

revocation. The commissioner may by written order permit 

further operation of the health maintenance organiz2tion if 

he finds further operation to be in the best interest of 

enrollees to the extent that enrollees will be afforded the 

greatest practical opportunity to obtain continuing health 

care coverage. 

NEW SECTION. Section 19. Supervision, rehabilitation, 

or liquidation of a health maintenance organization. (1) The 

supervision, rehabilitation~ or liquidation of a health 

considered to be the maintenance 

supervision, 

organization is 

rehabilitation, or liquidation of an insurer 

and must be conducted under the supervision 

commissioner pursuant to chapter 2, part 

of 

13. 

the 

The 

commissioner may apply for an order directing him to 

supervise, rehabilitate, or liquidate a health maintenance 

organization upon any one or more grounds set out in 

33-2-1321, 33-2-1331, or 33-2-1341 or when in his opinion 

the continued operation of the health maintenance 

organization would be hazardous either to the enrollees or 

to the people of this state. Enrollees shall have the same 

priority in the event of liquidation or rehabilitation as 

the law provides to policyholders of an insurer. 

(2) A claim by a health care provider for an uncovered 

expenditure has the same priority as a claim by an enrollee 
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if the provider of services agrees not to assert the claim 

against any enrollee of the health maintenance organization. 

NEW SECTION. Section 20. Rules. (1} The commissioner 

may, after notice and hearing, make reasonable rules 

necessary to effectuate (sections 1 through 29). 

{2) The department of health may make reasonable rules 

necessary to effectuate [sections 1 through 29]. 

NEW SECTION. Section 21. Administrative procedures. 

(1) When the commissioner has cause to believe that grounds 

for the denial of an application for a certificate of 

authority exist or that grounds for the suspension or 

revocation of a certificate of authority exist, he shall 

give written notice to the health maintenance organization 

and the department of health specifically stating the 

grounds for denial, suspension, or revocation and fixing a 

time of at least 30 days after the notice for a hearing on 

the matter. 

(2) The director or his designated representative may 

attend the hearing and may pa~ticipate in the proceeding. 

The recommendations and findings of the director with 

respect to matters relating to the quality of health care 

services provided in connection with any decision regarding 

denial, suspension, or revocation of a certificate of 

authority must be conclusive and binding upon the 

commissioner. After the hearing, or upon the failure of the 
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health maintenance organization to appear at the hearing, 

the commissioner shall make written findings and act as he 

considers advisable. The commissioner shall mail the 

written findings to the health maintenance organization and 

submit a copy to the director. The action of the 

commissione~ and the recommendations and findings of the 

director are subject to review by the district court having 

jurisdiction. The court mayr in disposing of the issue 

before it, modify, affirm, or reverse the order of the 

commissioner in whole or in part. 

(3) ~he-Mon~afta-Adminise~atiYe-ProeedHre-Aet7-~itle-~, 

ehapter-4,-a~~iies-to-preeeedings-~nder-this-seetion-to--the 

e~tent-it-is-net-*n-eon£%iet-with-this-seet~ono WHERE NOTICE 

AND HEARING ARE REQUIRED WITH REGARD TO ACTIONS TAKEN BY THE 

COMMISSIONER UNDER [SECTIONS 1 THROUGH 29), THE REQUIREMENTS 

OF 33-1-314 THROUGH 33-1-316 AND TITLE 33, CHAPTER 1, PART 

7, APPLY, EXCEPT THAT THE FORMAL RULES OF PLEADING AND 

EVIDENCE MUST BE OBSERVED, TO THE EXTENT THAT 33-1-314 

THROUGH 33-1-316 AND TITLE 33, CHAPTER 1, PART 7, DO NOT 

ADDRESS THE NOTICE AND HEARING REQUIREMENTS OF [SECTIONS l 

THROUGH 29], THE PROVISIONS OF TITLE 2, CHAPTER 4, PARTS 6 

AND 7, APPLY. 

( 4) WHERE NOTICE AND HEARING ARE REQUIRED WITH REGARD 

TO ACTIONS TAKEN BY THE DIRECTOR UNDER [SECTIONS l THROUGH 

29), THE PROVISIONS OF TITLE 2, CHAPTER 4, PARTS 6 AND 7, 
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APPLY. 

NEN SECTION. Section 22. Fees. (1) Each health 

maintenance organization shall pay to the commissioner the 

following fees: 

(a) for filing an application for a certificate of 

authority or amendment thereto, $300: 

(b) for filing an amendment to the organization 

documents that requires approval, $25; 

(c) for filing each annual statement, $25. 

(2) All fees and miscellaneous charges, except fines 

or penalties or those amounts received pursuant to [sections 

9(3) and 23], collected by the commissioner pursuant to 

[sections 1 through 29] and the rules adopted thereunder 

must be deposited in the insurance regulatory trust account 

pursuant to 17-2-121 through 17-2-123. 

(3) The director may assess fees necessary and 

adequate to cover the expenses of the director's functions 7 

o~her-~han-exeminaeions7 under this chapter. s~ch--rees--are 

s~a~~~orily--appropriaeed--to--the--department--ef-hea±th-as 

provided-ift-%T-T-58i• THESE FEES MUST BE DEPOSITED IN THE 

GENERAL FUND. 

NEW SECTION. section 23. Penalties and enforcement, 

(l) The commissioner may, in addition to suspension or 

revocation of a certificate of authority under [section 18), 

AFTER NOTICE AND HEARING, impose an administrative penalty 

-49- SB 353 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0353/02 

in an amount not less than $500 or more than $10,000 if he 

gives reasonable notice in writing of the intent to levy the 

penalty and the health maintenance organization has a 

reasonable time within which to remedy the defect in its 

operations that gave rise to the penalty citation. ~he 

eommissioner-may-a~gment-tftis-pena%ty-by-an-amount-eq~a%--to 

the--s~m--ehat--he--ea%e~%ates-to-be-the-dama~es-e~~£~red-by 

eftrel%eee-er-ether-members-of-the-p~biieo 

(2) tat If the commissioner or the director has cause 

to believe that a violation of [sections 1 through 29] has 

occurred or is threatened, the commissioner or the director 

may: 

titill give notice to the health maintenance 

organization and to the representatives or other persons who 

appear to be involved in the suspected violation; 

tiit~ arrange a conference with the alleged 

violators or their authorized representatives to attempt to 

ascertain the facts relating to the suspected violation; and 

tii~t~ if it appears that a violation has occurred 

or is threatened, arrive at an adequate and effective means 

of correcting or preventing the violation. 

tbt--Proceedi~ge-~ftd~r-th±~-s~bseetion-are-not-go~erned 

by-any-ferma±-proeed~rai-requir~m~ftte-and-may--be--conduet~d 

±n--a--manner--the--cemmissioner--er--the-direetor-eo~~±ders 

appropriate--~nder--the---e±rcumstaneeso---However7---tln~ese 
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eoneented-~o-by-~he-heaith-maintenanee-organ~zat~on,-ne-r~ie 

or-orSer-may-res~i~-~rom-a-eon~erenee-~nt~±-the-req~iremente 

ef-fsect~on-~tt-or-this-seet±on-are-satisriedT 

(3) (a) The commissioner may issue an order directing 

a health maintenance organization or its representative to 

cease and desist f~om engaging in an act or practice in 

violation of [sections l through 29]. 

(b) Within 15 days after service of the cease and 

desist order, the respondent may request a hearing to 

determine whether acts or practices in violation of 

(sections 1 through 29] have occurred. The hearing must be 

conducted pursuant to Title 2, chapter 4, part 6, and 

judicial review must be available as provided by Title 2, 

chapter 4, part 7. 

(4) If a health maintenance organization violates a 

provision of (sections 1 through 29) and the commissioner 

elects not to issue a cease and desist order or if the 

respondent does not comply with a cease and desist order 

issued pursuant to subsection {3), the commissioner 

institute a proceeding to obtain injunctive or 

appropriate relief in the district court of Lewis and 

County. 

NEW SECTION. Section 24. Statutory construction 

may 

other 

Clark 

and 

relationship to other laws. 11} Except as otherwise provided 

in [sections 1 throuqh 29], the insurance or health service 
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corporation laws do not apply to any health maintenance 

organization authorized to transact business under (sections 

1 through 29). This provision does not apply to an insurer 

or health service corporation licensed and regulated 

pursuant to the insurance or health service corporation laws 

of this state except with respect to its health maintenance 

organization activities authorized and regulated pursuant to 

[sections l through 29]. 

(2} Solicitation of enrollees by a health maintenance 

organization granted a certificate of authority or its 

representatives may not be construed as a violation of any 

law relating to sol lei tat ion or advertising by tu;alth 

professionals. 

(3) A health maintenance organization authorized under 

(sections 1 through 29] may not be considered to be 

practicing medicine and is exempt from Title 37, chapter 3, 

relating to the practice of medicine. 

(4) The provisions of (sections 1 through 291 do not 

exempt a health maintenance organization from the applicable 

certificate of need requirements under Title so, chapter 5, 

parts 1 and 3. 

NEW SECTION. Section 25. Filings and reports as 

public documents. All applications, filings, and reports 

required under [sections 1 through 29], except those that 

contain trade secrets or privileged or confidential 
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commercial or financial information (other than an annual 

financial statement that the commissioner may require under 

(section 9]), are public documents. 

NEW SECTION. Section 26. Confidentiality of medical 

information. (l) Any data or information pertaining to the 

diagnosis, treatment, or health of an enrollee or applicant 

obtained from the enrollee, applicant, or a provider by a 

health maintenance organization must be held in confidence 

and may not be disclosed to any person except: 

(a) to the extent that it may be necessary to carry 

out the purposes of [sections 1 through 29); 

(b) upon the express consent of the enrollee or 

applicant; 

(c) pursuant to statute or court order for the 

production of evidence or the discovery thereof; or 

(d) in the event of claim or litigation between the 

enrollee or applicant and the health maintenance 

organization wherein the data or information is pertinent. 

(2) A health maintenance organization is entitled to 

claim the same statutory privileges against disclosure that 

the provider who furnished the information to the health 

maintenance organization is entitled to claim. 

NEW SECTION. Section 27. Authority of director to 

contract. The director in carrying out his obligations under 

[sections 4(1), 17(2), and 18(1)) may contract with 
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make recommendations concerning the 

required to make. The contractors' 

be accepted OR REJECTED in full or in 

NEW SECTION. section 28. Acquisition, control, or 

merger of a health maintenance organization. (1) Except as 

provided in 33-2-1106 and subsection (2), no person may 

tender for, request, or invite tenders of, or enter into an 

agreement to exchange securities for or acquire in the open 

market or otherwise, any voting security of a health 

maintenance organization or enter into any other agreement 

if, after the consummation thereof, that person would, 

directly or indirectly, or by conversion or by exercise of 

any right to acquire, be in control of the health 

maintenance organization. 

(2) No person may enter into an agreement to merge or 

consolidate with or otherwise to acquire control of a health 

maintenance organization, unless, at the time any offer, 

request, or invitation is made or any agreement is entered 

into, or prior to the acquisition of the securities if no 

offer or agreement is involved, 

filed with the commissioner 

the acquiring person has 

and has sent to the health 

maintenance organization information required by 

33-2-1104(2) and the commissioner has approved the offer, 

request, invitation, agreement, or acquisition pursuant to 
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33-2-1105. 

NEW SECTION. Section 29. Dual choice. t±t-Baeh-~~bl~e 

or-priva~e-empieye~-in-tftis-state-that-empioys-not-ie~a-than 

iS--empieyees-and-oEfers-ite-empieyees-a-heaith-benef~~-plan 

and-eaeh-emp%oyee-benefit-£~nd-in-this-state-that-offers-its 

members-any-fcrm-ef-8isabiiity-ifts~ranee-benefit-shall--ma~e 

available--to--and--inferm--ita--empieyees-or-members-e£-the 

opt~en--to--enroll--in--at--ieast--one--health---meintenanee 

er9ani2ation--hoiding--a-valid-certifieate-ef-attthority-that 

prev~des-heaitft-eare-ser¥iees-in--the--geo9raph~e--areas--in 

whieh--a--sHbstantiai--n~mber--of--the--employeee-er-member~ 

reside.-f~--~here--is--a--prevaiiing--eolieet~ve--bargaining 

agre~mentT---~he---selee~ien---er---~he--heal~ft--mainteftanee 

ergsni~ation-~o-be-made-avaii8bie-te-the-emp±oyees--m~st--be 

made-p~rs~ant-te-the-agreement~ 

tit An employer in this state THAT OFFERS ITS 

EMPLOYEES THE OPTION TO ENROLL IN A HEALTH MAINTENANCE 

ORGANIZATION AND AN EMPLOYEE BENEFIT FUND IN THIS STATE THAT 

OFFERS ITS MEMBERS THE OPTION TO ENROLL IN A HEALTH 

MAINTENANCE ORGANIZATION may not be required to pay more for 

health benefits as-a--res~it--o£--the--applieation--e!--this 

seet!eft PROVIDED BY THE HEALTH MAINTENANCE ORGANIZATION than 

it would otherwise be required to provide by any prevailing 

collective bargaining agreement or other contract for the 

provision of health benefits to ita employees, if the 
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equal to the lesser of: 

tetill the amount paid 
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to th~ health maintenance 

employee or member an amount 

on behalf of its other 

employees or members of health benefits; or 

tbt~ the health maintenance organization's charge 

for coverage approved by the commissioner pursuant to 

[section 8]. 

Seetieft-39•--Seetion--33-ii-llir--M€Ay--is--amended--te 

read!' 

u33-~2-lll·--Poiieies-~o-prov~de-fer-!reedom-o!--ehoiee 

e•-prae~it~encrs-----profeesional-praee~ee-not-en±er9ed~--tit 

Ali Bxeept--ae--prov~ded--in--feeetione--l-thro~gh-i91,-all 

pei~eiee--ef--d~e~b~lity--*ne~ranee,--tnclttdin9--indiv~d~~i, 

~ro~pT--and--bianke~-policieeT-and-alY-poiieies-ins~ring-tfte 

paymen~-of-compensation-Hnder-~he-Wor~e~e~-eompeneation--Aee 

shaii--prov~de-the-ine~red-ehail-have-£~11-freedom-or-ehoiee 

in-the-seiee~ion-o£-any-d~ly--iieensed--phys~eian7--dentietT 

esteopath7-----ehiropraetor7----optometrist7----ehiropodist7 

psyehoio9tStT-iieensed-sociai-wor~er,-or-n~rse-epeeialist-as 

speeifieally-listed-in-3i-8-i9~-for-ereatmene-o~-any-illness 

er-±n;~ry-within-the-scepe-and-lim*tations-of-hia--praetiee. 

Whe"ever--au~h-polie~es-ins~re-againet-ehe-expen~e-o£-dr~gs7 

the-ins~~ed--shati--have--fd%1--!reedam--ef--ehoiee--in--the 

eeieetien--ef--any--d~±y-lieensed-and-re§ia~ered-pharmaeiat• 
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1 An-inaurer-aftai~-effer7-a~-additienei-ees~-te--the--ins~redT 1 tat--~-9-i!Bi!,-

2 the--e~ien--ef-~~eabiiity-and-hea%th-insuranee-coverage-£or 2 tbt--i!-H-185-r 

3 serviees-per£ormed-by-a-%ieensed-pro£essional-eeunseior. 3 tet--~-18-8H!,-

4 tit--Nothin~-in-this--seetion--she%1--be--construed--as 4 tdt--HI-3-i!9:h 

5 eniarging--the--seope--and-limitetions-of-preetiee-e£-any-o£ 5 tet--19-3-3H,-

6 tfte-lieensed-professions-enumerated-in-subseetion--tit;--nor 6 tft--19-3-314;-

7 ehail--this--seetion--be-eonstrued-as-emendin9r-aitering7 -or 7 t'Jt--18-4-361,-

8 repealin4-any-statutes-reiating-to-tfte-iieensing-or--use--o£ 8 tht--13-3~-384-r 

9 hoepitaisoM 9 tit--15-31-19~,-

10 Beetion-3io--Seetion-l~-T-56ir-MSA,-is-amended-to-readT 10 t;t--15-36-Hi!,-

11 •iT-T-59~.--statutory--approprietions-----defin±~±en--- ll tltt--:!:5-'l'Q-19'1:7 

12 r~q~is±~es-for-vai±di~yw--t~t-A-statutery--apprepriation--±s 12 ttt--H-1-494-r 

13 en--app~opr±ati~n--made--by--permanent--lsw--that-autherize~ 13 tmt--%6-1-4:!:9,-

14 spending-by-a-sta~e-ageney-without-the-need-£or--a--biennia% 14 tnt--:!:6-:!:-4:!::!:-r 

15 iegis%ative-appropriatien-or-b~dget-amendm~ntw 15 tot--H-3-i!li!,-

16 t~t--B•ee~t--as--~rovided--in--sdbseetion--t4t,--to--be 16 t~t--H-5-494,-

17 effeetiYer-a-stat~tory-appropriation-mu~t-eompiy--with--both 17 tqt--H-5-4i!4-r 

18 o£-the-following-provisions~ 18 trt--H-5-984;-

19 tat--~he-law-eonta~ning-the-statutory-authority-must-be 19 tst--:1:9-8-594-r 

20 tisted-ift-subseetion-t3t7 20 ttt--:!:9-9-~9i!;-

21 tbt--Tfte--iaw--or-portion-o£-the-iaw-ma~ing-a-etat~to~y 2l tdt--:1:9-!1-:!:98'1-r 

22 approprtation--mu~t--speeifiea~ly--st~te--that--a--statutory 22 tvt--:!:9-18-i!95;-

23 appropriation-is-made-as-provided-in-~h±s-seetion. 23 twt--:!:!1-lB-395;-

24 t3t--The--£oilowing--laws--are-the-only-laws-eonta~n~ng 24 txt--:!:9-19-596; 

25 statutory-appropriations~ 25 trt--l9-:!::!:-5:!:i!; 
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fltt--19-ll-513; 

taat-H-H-696; 

tl>l>t-19-H!-3917 

teet-19-B-694; 

tddt-~9-6-496; 

teet-28-8-111; 

tfft-23-5-612; 

f9~t-tseeeion-1~i; 

thht-tseeeion-iif; 

tggtti!i-3~-51-581; 

~hhttiil-53-24-296; 

tiit~-~5-l-1181; 

tjjt1!!1-~5-~-385; 

tkkt~-89-i-183; 

tllt~-88-2-228; 

tmmt~-98-3-381; 

tnnt~-99-3-392; 
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toottgg1-98-l5-l83;-and 

tpptf£!1-See~-13,-HS-861,-&~-1985~ 

t4t--fhe~e-is-a--staeueery--apprep~iaeion--to--pay--the 

prineipair-in~eres~7-premi~me;-and-ees~s-o~-ies~~ng,-paying7 

aftd-sec~ring-all-bonds7-notes7-or-oeher-obiigaticns7-ae-d~e, 

~hat-ftave-been-author+eed-and-iss~ed-pnrsuant-to-tfte-iaws-ol 

Mentan~·---Ageneies---th~t---ftave--entered--into--a~reements 

a~therized--&y--tfte--iaws--or--Hontana--to--pay--the---etate 
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treasnrer,--£or~-8eposit-in-aeeordanee-~th-%~-i-%9%-thro~9h 

~~-i-%6~,-as-deterained-by-the-atate--~~as~rerr--an--amount 

Sbffieiene--te--pay-ehe-prineipa!-and-in~ereet-as-dbe-on-ehe 

8onds-or-noees-have-statHtory--appreprietion--eHth~rity--£o~ 

sueh-paymentsou 

SECTION 30. SECTION 33-1-102, MCA, IS AMENDED TO READ: 

11 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) fraternal benefit societies, except as stated in 

chapter 7. 

(3) This code shall not apply to health service 

corporations to the extent that the existence and operations 

of sue~ corporations are authorized by Title 35, chapter 2, 

and related sections of the Montana Code Annotated. 

(4) This code does not apply to health maintenance 

organizations to the extent that l:he existence and 
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operations of such organizations are authorized by [sections 

1 throuqh 29]." 

SECTION 31. SECTION 33-1-704, MCA, IS AMENDED TO READ: 

"33-1-704. Hearing procedure. (1) All hearings shall 

be open to the public unless closed pursuant to the 

provisions of 2-3-203. 

(2) The commissioner shall allow any party to the 

hearing to appear in person and by counsel, to be present 

during the giving of all evidence, to have a reasonable 

opportunity to inspect all documentary evidence and to 

examine witnesses, to present evidence in support of his 

interest, and to have subpoenas issued by the commissioner 

to compel attendance of witnesses and production of evidence 

in his behalf. 

{3) The commissioner shall permit to become a party to 

the hearing by intervention, if timely, any person who was 

not an original party thereto and whose pecuniary interests 

will be directly and immediately affected by the 

commissioner's order made upon the hearing. 

(4J Pormai Except as provided in {section 21}, rules 

of pleading or evidence need not be observed at any hearing. 

(5} Opon written request seasonably made by a party to 

the hearing and at that person's expense, the commissioner 

shall cause a full stenographic record of the proceedings to 

be made by a competent reporter. If transcribed, a copy of 
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such stenographic record shall be furnished to the 

commissioner without cost to the commissioner or the state 

and shall be a part of the commissioner's record of the 

hearing. If so transcribed, a copy of such stenographic 

record shall be furnished to any other party to such hearing 

at the request and expense of such other party. If no 

stenographic record is made or transcribed, the commissionar 

shall prepare an adequate record of the evidence and of the 

proceedings. •• 

NEW SECTION~ Section 32. Codification instruction. 

Sections 1 through 29 are intended to be codified as an 

integral part of Title 33, and the provisions of Title 33 

apply to sections 1 through 29. 

NEW SECTION. Section 33. Severability. If a part of 

this act is invalid, all valid parts that are severable from 

the invalid part remain in effect. If a part of this act is 

invalid in one or more of its applications, the part remains 

in effect in all valid applications that are severable from 

the invalid applications. 

NEW SECTION. Section 34. Effective date 

applicability. ~his--aet-is SECTION 20 AND THIS SECTION ARE 

effective on passage and approval and. THIS ACT applies to 

health maintenance organizations formed before or after the 

effective date of this act. 

-End-
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l SENATE BILL NO. 353 

2 INTRODUCED BY MEYER, LORY, BENGTSON, MILLER, MCLANE, SANDS 

3 BY REQUEST OF THE STATE AUDITOR 

4 

5 A BILL FOR AN ACT ENTITLED: "AN ACT TO REGULATE THE 

6 FORMATION AND OPERATION OF HEALTH MAINTENANCE ORGANIZATIONS: 

7 AMENDING SECTIONS ~~-~-59i--ANB--~~-ii-i~i 33-l-102 AND 

8 33-l-704, MCA: AND PROVIDING AN ~MMBB~A~B EFFECTIVE DATE AND 

9 AN APPLICABILITY PROVISION." 

10 

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

12 NEW SECTION. Section 1. Short title. This act may be 

13 cited as the "Montana Health Maintenance Organization Act ••. 

14 NEW SECTION. Section 2. Definitions. As used in 

15 (sections 1 throu4h 29], unless the context requires 

16 otherwise, the following definitions apply: 

17 (1) •Agent" means an individual, partnership, 0[ 

18 corporation appointed or authorized by a health maintenance 

19 organization to solicit applications for health 

20 services agreements on its behalf. 

21 

22 

23 

24 

25 

(2~ "Basic health care services'' means: 

(a) consultative, diagnostic, therapeutic, 

referral services by a provideri 

(b) inpatient hospital and provider care; 

(c) outpatient medical services: 

care 

and 

~~ '091<10<1•0 Cauncl< 
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STATEMENT OF INTENT 

SENATE BILL 353 

Senate Public Health, Welfare, and Safety Committee 

A statement of intent is required for this bill 

because: 

(1) it authorizes the commissioner of insurance of the 

state of Montana (commissioner) and the department of health 

and environmental sciences to adopt, after notice and 

hearing, reasonable rules necessary or proper to effectuate 

sections 1 through 29; 

(2) section 3 authorizes the commissioner to make 

reasonable rules exfmpting a health maintenance organization 

from having to file a notice with the commissioner 

describing material modifications of information required in 

an application for a certificate of authority if the 

commissioner considers the information unnecessaryi and 

(3) section 5 authorizes the commissioner to make 

19 reasonable rules exempting a health maintenance organization 

20 from having to file a notice with the commissioner before 

21 exercising the powers granted in subsection (l)(a), (1) (b). 

22 or (l)(d) if the commissioner believes exercising those 

23 powers will have de minimis effect. The legislature expects 

24 the commissioner to make only reasonable rules necessary to 

25 effectuate or aid the effectuation of sections 1 through 29. 
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The legislature does not authorize the commissioner to adopt 

rules that extend, modify, or conflict with either any law 

of this state or any reasonable implications of those laws. 

If reasonably possible, the commissioner shall set forth a 

proposed rule or amendment to a rule in or with the required 

notice of hearing. No rule or amendment to a rule by the 

commissioner is effective until it has been on file in the 

commissioner's office for at least 10 days. 

ln--adop~~"~--r~ies-prescribing-in•e~emefte-reg~ta~±ons7 

the-eemmiesioner-sha~%-~se-the-NAJe-Model-Health-Maintenanee 

9rgan±zation-lnve~tment-6nide%inesT 

~he-eommiss±oner-an~-the-departmen~-are-~rged--~o--ieok 

to---regulations--adopted--by--the--s~ate·--o£--Minnesota--in 

implemen~±ft9-ehapter-6iB-o£-the-M±"neso~a-±"s~rance-eode. 

ANY RULE PROMULGATED BY THE COMMISSIONER IN REGARD TO 

ADVISORY BOARDS OF HEALTH MAINTENANCE ORGANIZATIONS MUST 

REQUIRE THE MEMBERSHIP OF THOSE ADVISORY BOARDS TO INCLUDE 

MULTIDISCIPLINARY REPRESENTATIVES. 

-2- REFERENCE BILL 
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SENATE BILL NO. 353 

INTRODUCED BY MEYER, LORY, BENGTSON, MILLER, MCLANE, SANDS 

BY REQUEST OF THE STATE AUDITOR 

A BILL FOR AN ACT ENTITLED: "AN ACT TO REGULATE THE 

FORMATION AND OPERATION OF HEALTH MAINTENANCE ORGANIZATIONS; 

AMENDING SECTIONS ~1-1-SSi-ANB-33-ii-~tt 17-7-502, 33-1-102, 

AND 33-1-704, MCA; AND PROVIDING AN !MMBBiA~B EFFECTIVE DATE 

AND AN APPLICABILITY PROVISION." 

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

NEW SECTION. Section 1. Short title. This act may be 

cited as the "Montana Health Maintenance Organization Act". 

NEW SECTION. Section 2. 

[sections l through 29], 

Definitions. As 

unless the context 

otherwise, the following definitions apply: 

used in 

requires 

(1) "Agent 11 means an individual, partnership, or 

corporation appointed or authorized by a health maintenance 

organization to solicit applications for health care 

services agreements on its behalf. 

( 2) "Basic health care services" means: 

(a} consultative, diagnostic, therapeutic, and 

referral services by a provider; 

{b) inpatient hospital and provider care: 

{c) outpatient medical services; 

~na <e•i•l•<'•• Cou~•l 
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(d) medical treatment and referral services; 

(e) accident and sickness services by a provider to 

each newborn infant of an enrollee pursuant to [section 

8( 3) (e) J; 

(F) CARE AND TREATMENT OF MENTAL ILLNESS, ALCOHOLISM, 

AND DRUG ADDICTION; 

trtiQl diagnostic laboratory and diagnostic and 

therapeutic radiologic services; and 

t~t~ preventive health services, including: 

(i) immunizations; 

(ii) well-child care from birth; 

(iii) periodic health evaluations for adults; 

(iv) voluntary family planning services; 

(v) infertility services; and 

(vi) children 1 s eye and ear examinations conducted 

determine the need for vision and hearing correction. 

to 

(3) "Commissioner" means the conunissioner of insurance 

of the state of Montana. 

(4) "Department of health" means the department of 

health and environmental sciences provided for in 2-15-2101. 

(5) '1 Director 11 means the director of the department of 

health and environmental sciences provided for in 2-15-2102. 

(6} "Enrollee" means a person: 

ta) who enrolls in or contracts with 

maintenance organization; 

-2-
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(b) on whose behalf a contract is made with a health 

maintenance organization to receive health care services: or 

(c) on whose behalf the health maintenance 

organization contracts to receive health care services. 

( 7) •• Evidence of coverage" means a certificate, 

agreement, policy, or contract issued to an enrollee setting 

forth the coverage to which the enrollee is entitled. 

(8) "Health care services" means: 

(a} the services included in furnishing medical or 

dental care to a person; 

(b) the services included in hospitalizing a person; 

(c) the services incident to furnishing medical or 

dental care or hospitalization; or 

(d) the services included in furnishing to a person 

other services for the purpose of preventing, alleviating, 

curing, or healing illness, injury, or physical disability. 

(9) "Health care services agreement" means an 

agreement for health care services between a health 

maintenance organization and an enrollee. 

(10) "Health maintenance organization" means a person 

who provides or arranges for basic health care services to 

enrollees on a prepaid or other financial basis, either 

directly through provider employees or through contractual 

or other arrangements with a provider or a group of 

providers. 
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(11) "Person" means: 

(a) an individual; 

(b) a group of individuals; 

(c) an insurer, as defined in 33-1-201; 

SB 0353/03 

(d) a health service corporation, as defined in 

33-30-101; 

(e) a corporation, partnership, facility, association, 

or trust; or 

(f) an institution of a governmental unit of any state 

licensed by that state to provide health care, including but 

not limited to a physician, hospital, hospital-related 

facility, or long-term care facility. 

(12) "PLAN" MEANS A HEALTH MAINTENANCE ORGANIZATION 

OPERATED BY AN INSURER OR HEALTH SERVICE CORPORATION AS AN 

INTEGRAL PART OF THE CORPORATION AND NOT AS A SUBSIDIARY. 

tTit.l.!ll "Provider" means a physician, hospital, 

hospital-related facility, long-term care facility, dentist, 

osteopath, chiropractor, optometrist, podiatrist, 

psychologist, licensed social worker, registered pharmacist, 

or nurse specialist as specifically listed in 37-8-202 who 

treats any illness or injury within the scope and 

limitations of his practice or other person who is licensed 

or otherwise authorized in this state to furnish health care 

services. 

ti3t1!.!l "Uncovered expenditures" mean the costs of 

-4- SB 353 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0353/03 

health care services that are covered by a health 

maintenance organization and for which an enrollee is liable 

if the health maintenance organization becomes insolvent. 

NEW SECTION. Section 3. Establishment of health 

maintenance organizations. 

this state to the contrary, 

( 1) 

a 

Notwithstanding any law of 

person may apply to the 

commissioner for and obtain a certificate of authority to 

establish and operate a health maintenance organization in 

compliance with [sections 1 through 29]. A person may not 

establish or operate a health maintenance organization in 

this state except as authorized by a subsisting certificate 

of authority issued to it by the commissioner. A foreign 

person may qualify for a certificate of authority if it 

first obtains from the secretary of state a certificate of 

authority to transact business in this state as a foreign 

corporation under 35-1-1001. 

(2) Each health maintenance organization operating in 

this state as of [the effective date of this act] shall 

submit an application for a certificate of authority under 

subsection (3) ~ithin 30 days of-tthe-eEEee~~ve-dftte-of-thi~ 

ectt AFTER THE EFFECTIVE DATE OF RULES ADOPTED BY THE 

COMMISSIONER AND THE DEPARTMENT OF HEALTH AS PROVIDED IN 

{SECTION 20]. Each such applicant may continue to operate in 

this state until the commissioner acts upon the application. 

If an application is denied under {section 4], the applicant 
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must be treated as a health maintenance organization whose 

certificate of authority has been revoked. 

( 3) Each application of a health maintenance 

organization, whether separately licensed or not, for a 

certificate of authority must: 

(a) be verified by an officer or authorized 

representative of the applicant; 

(b) be in a form prescribed by the commissioner; 

(c) contain: 

{i) the applicant's name; 

{ii) the location of the applicant 1 s home office or 

principal office in the United States (if a foreign person); 

(iii) the date of organization or incorporation; 

(iv) the form of organization (including 

providers affiliated with the health 

organization will be salaried employees or 

individual contractors); 

(v) the state or country of domicile; and 

~hether the 

maintenance 

group or 

(vi) any additional information the commissioner may 

reasonably require; and 

(d) set forth the following information or be 

accompanied by the following documents, as applicable: 

(i) a copy of the applicant's organizational 

documents, such as its corporate charters or articles of 

incorporation, articles of association, partnership 

-6- SB 353 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0353/03 

agreement, trust agreement, or other applicable documents, 

and all amendments thereto, certified by the public officer 

with whom the originals were filed in the state 

of domicile: 

or country 

(ii) a copy of the bylaws, rules, and regulations, or 

similar document, if any, regulating the conduct of the 

applicant's internal affairs, certified by its secretary or 

other officer having custody thereof; 

(iii) a list of the names, addresses, and official 

positions of the persons responsible for the conduct of the 

applicant's affairs, including all members of the board of 

directors, board of trustees, executive committee, or other 

governing board or committee; the principal officers in the 

case of a corporation; and the partners or members in the 

case of a partnership or association; 

(iv) a copy of any contract made or to be made between: 

(A) any provider and the applicant; or 

(8) any person listed in subsection (3)td)(iii) and 

the applicant. The applicant may file a list of providers 

executing a standard contract and a copy of the contract 

instead of copies of each executed contract. 

(v) the extent to which any of the following will be 

included in provider contracts and the form 

provisions that: 

of any_ 

(A) limit a provider's ability to seek reimbursement 
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for basic health care services or health care services from 

an enrollee; 

(B) permit or require a provider to assume a financial 

risk in the health maintenance organization, including any 

provisions for assessing the provider, adjusting capitation 

or fee-for-service rates, or sharing in the earnings or 

losses; and 

(C) govern amending or terminating an agreement with a 

provider; 

(vi) a financial statement showing the applicant's 

assets, liabilities, and sources of financial support. If 

the applicant's financial affairs are audited by independent 

certified public accountants, a copy of the applicant's most 

recent certified financial statement satisfies this 

requirement unless the commissioner directs that additional 

or more recent financial information is required for the 

proper administration of [sections 1 through 29]. 

(vii) a description of the proposed method of 

marketing, a financial plan that includes a projection of 

operating results anticipated until the organization has had 

net income for at least 1 year, and a statement as to the 

sources of working capital as well as any other source of 

funding; 

t•~±±t-a--e~mmary--of--feas±bility-~t~di~~-er-marketing 

s~rvey~--tha~---~~pper~---the---finaneial---snd---enroiiment 

-8- SB 353 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0353/03 

projeetiefts--Eor-the-plan7-ine%u4in~-ehe-potential-n~mber-eE 

en~e%%ees-2n-the-eperatin~-territory7-the--pro;eeted--n~mDer 

e£--enrollees--£er--the--£irst--5--years;--the--~nderwritin~ 

standar4s-te-be-applied7-and-the--metftod--o£--marketin~--the 

organization7 

t h t .J..Y!!ll a power of attorney executed by the 

applicant, on a form prescribed by the commissioner, 

appointing the commissioner, his successors in office, and 

his authori~ed deputies as the applicant's attorney to 

receive service of legal process issued against it in this 

state; 

txtl!!l a statement reasonably describing the 

geographic service~ area or areas to be served by county, 

including: 

(A) a chart showing the number of primary and 

specialty care providers with locations and service areas by 

county; 

(B) the method of handling emergency care, with the 

location of each emergency care facility; and 

{C) the method of handling out-of-area services; 

txiti!l a description of the way in which the health 

maintenance organization provides services to enrollees in 

each geographic service area, including the extent to which 

a provider under contract with the health maintenance 

organization provides primary care to those enrollees; 

-9- SB 353 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0353/03 

txtiti!!l a description of the complaint procedures to 

be used as required under [section 11]; 

tziHtffi!l a description of the procedures and 

programs to be implemented to meet the quality of health 

care requirements in [section 4]; 

tx~•ti!!!!l a description of the mechanism by which 

enrollees will be afforded an opportunity to participate in 

matters of policy and operation under [section 6]; 

t~•tl!!Yl a summary of the way in which administrative 

services will be provided, including the size and 

qualifications of the administrative staff and the projected 

cost of administration in relation to premium income. If the 

health maintenance organization delegates management 

authority for a major corporate function to a person outside 

the organization, the health maintenance organization shall 

include a copy of the contract in its application for a 

certificate of authority. Contracts for delegated management 

authority must be filed ror-8pprova~ with the commissioner 

in accordance with the filing provisions of {section 8(7)]L 

HOWEVER, NOTHING IN THIS SUBSECTION DEPRIVES THE HEALTH 

MAINTENANCE ORGANIZATION OF ITS RIGHT TO CONFIDENTIALITY OF 

ANY PROPRIETARY INFORMATION, AND. THE COMMISSIONER MAY NOT 

DISCLOSE THAT PROPRIETARY INFORMATION TO ANY OTHER PERSON. 

All contracts must include: 

(A) the services to be provided; 
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(B) the standards of performance for the manager; 

(C) the method of payment. including any provisions 

for the administrator to participate in the profits or 

losses of the plan; 

(D) the duration of the contract; and 

(E) any provisions for modifying, terminating, or 

renewing the contract. 

tx~it-8--8~mmary--of--e~rre~t-end-projeeted-e~roilment, 

ineome--from--premi~m~--by--~ype--of--~eyer,--ot~er--i~eomer 

admini~tretive--and--other--eosts,--the-pro;eeted-brea~-eYen 

poi~t-tine±nding--the--method--o£--f~ndin9--the--eeettm~±ated 

±o~~e~--~nti±--the--b~eak-even--point--±~--reachedt 7-and-the 

ass~mption~-made-±n-de~eloping-projeeteO-operot±ng--restlle~; 

txv~~ti!Yl a summary of all financial guaranties by 

p~oviders~ sponso~s, affiliates, or parents within a holding 

company system or any other guaranties that are intended to 

ensure the financial success of the plan, including hold 

harmless agreements by provide~s 1 

reinsurance, or other guaranties; 

insolvency insurance, 

tniHt i.X~'{U a summary of benefits to be offered 

enrollees, including any limitations and exclusions and the 

renewability of all contracts to be written; 

txixti!Y!!l evidence that it can meet the requirement 

of [section 13110)]; and 

txxt(XVIII) any other information that the commissioner 
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may reasonably require to make the determinations required 

in [section 4). 

(4) Each health maintenance organization shall file 

each substantial change, alteration, or amendment to the 

the information submitted under subsection ( 3) with 

commissioner at least 30 days prior to its effective date, 

including changes in articles of incorporation and bylaws, 

organization type, geographic service a~ea, provider 

contracts, provider availability, plan administration, 

financial projections and guaranties, and any other change 

that might affect the financial solvency of the plan. The 

commissioner may!- AFTER NOTICE AND HEARING, disapprove any 

proposed change, alteration, o~ amendment to the busine~s 

plan. The comrnissioner may make reasonable rules exempting 

from the filing requirements of this subsection those items 

he considers unnecessary. 

(5) An applicant or a health maintenance organization 

holding a certificate of 

commissioner all contracts 

authority shall file with the 

of reinsurance and any 

modifications thereto. An agreement between a health 

maintenance organization and an insurer is subject to Title 

33, chapter 2, part 12. A reinsurance agreement must remain 

in full force and effect for at least 90 days following 

written notice of cancellation by either party by certified 

mail to the commissioner. 
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(6) Each health maintenance organization shall 

maintain, at its administrative office, and make available 

to the commissioner upon request executed copies of all 

provider contractsa 

(7) THE COMMISSIONER MAY MAKE REASONABLE RULES 

EXEMPTING AN INSURER OR HEALTH SERVICE CORPORATION OPERATING 

A HEALTH MAINTENANCE ORGANIZATION AS A PLAN FROM THE FILING 

REQUIREMENTS OF THIS SECTION IF INFORMATION REQUESTED IN THE 

APPLICATION HAS BEEN SUBMITTED TO THE COMMISSIONER UNDER 

OTHER LAWS AND RULES ADMINISTERED BY THE COMMISSIONER. 

NEW SECTION. Section 4. Issuance of certificate of 

authority. (1) Upon receipt of an application for issuance 

of a certificate of authority, the commissioner shall 

transmit copies of the application and accompanying 

documents to the department of health. 

health shall determine whether the 

The department 

for 

of 

a 

certificate of authority, with respect 

applicant 

to health care 

services to be furnished, has: 

(a) demonstrated the willingness and potential ability 

to assure that it will provide health care services in a 

manner assuring availability and accessibility of adequate 

personnel and facilities and enhancing availability, 

accessibility~ and continuity of service; 

(b) arrangements, established in accordance with the 

rules made by the department of health, for an ongoing 
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quality assurance program concerning health care proeeeeee 

and--oateomee AVAILABILITY, ACCESSIBILITY, AND CONTINUITY OF 

SERVICE; and 

(c) a procedu[e, established in accordance with rules 

of the department of health, to develop, compile, evaluate, 

and report statistics relating to the cost of its 

operations, the pattern of utilization of its services, the 

availability and accessibility 

other matters as may be 

department of health. 

of its services, and 

reasonably required by 

any 

the 

(2) Within 99 60 days of receipt of the application 

from a health maintenance organization for issuance of a 

certificate of authority, the department of health shall 

certify to the commissioner that the proposed health 

maintenance organization meets the requirements of 

subsection (1) or shall, AFTER NOTICE.AND HEARING, notify 

the commissioner that the health maintenance organization 

does not meet those requirements and specify in what 

respects it is deficient. The director may extend by not 

more than an additional 30 days the period within which he 

may certify to the commissioner that the proposed health 

maintenance organization meets or does not meet the 

requirements of subsection {1) by giving notice of the 

extension to the commissioner and the health maintenance 

organization before the expiration of the initial 98-d8y 
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60-0AY perioda 

(3) The commissioner shall issue or deny a certificate 

of authority to any person filing an application pursuant to 

[section J] within 180 days of receipt of the certification 

from the department of health. The commissioner shall grant 

a certificate of authority upon payment of the application 

fee prescribed in (section 22] if the commissioner is 

satisfied that each of the following conditions is met: 

(a) The persons responsible for the conduct of the 

applicant's affairs are competent,-tr~seworthy,-snd-of--good 

reptte8t~on AND TRUSTWORTHY. 

(b} The department of health certifies, in accordance 

with subsection 

organization's 

(2)' 

proposed 

that 

plan 

requirements of subsection (1). 

the health maintenance 

of operation meets the 

(c) The health maintenance organization will 

effectively provide or arrange for the provision of basic 

health care services on a prepaid basis, through insurance 

or otherwise, except to the extent of reasonable 

requirements for copayments. 

(d) The health maintenance organization is financially 

responsible and can reasonably be expected to meet its 

obligations to enrollees and prospective enrollees. In 

making this determination, the commissioner may in his 

discretion consider: 
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(i) the financial soundness of the arrangements for 

health care services and the schedule of charges used in 

connection therewith; 

(ii) the adequacy of working capital; 

(iii) any agreement with an insurer, a health service 

corporation, a government, or any other organization for 

ensuring the payment of the cost of health care services or 

the provision for automatic applicability of an alternative 

coverage in the event of discontinuance of the health 

maintenance organization; 

(iv} any agreement with providers for the provision of 

health care services; 

lv) any deposit of cash or securities submitted in 

accordance with [section 13]; and 

(vi) any additional information as the commissioner may 

reasonably require. 

(e) The enrollees will be afforded an opportunity to 

participate in matters of policy and operation pursuant to 

{section 6]. 

(f) Nothing in the proposed method of operation, as 

shown by the information submitted pursuant to (section 3] 

or by independent investigation, is-eon~rsry-~o--the--pttbiie 

i"terest VIOLATES ANY PROVISION OF [SECTIONS 1 THROUGH 29] 

OR RULES ADOPTED BY THE COMMISSIONER OR THE DEPARTMENT OF 
---~----- ---~ --------

HEALTH. 
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(9) Any deficiencies identified by the department of 

health have been corrected. 

(4) The commissioner may in his discretion deny a 

certificate of authority only if he complies with the 

requirements of [section 21]. 

NEW SECTION. Section 5. Powers of health maintenance 

organizations. (1) The powers of a health maintenance 

organization include but are not limited to the _following: 

(a) the purchase, lease, construction, renovation, 

operation, or maintenance of a hospital, a medical facility, 

or both, its ancillary equipment, and such property as may 

reasonably be required for its principal office or for such 

purposes as may be necessary in the transaction of the 

business of the organizationi 

(b} the making of loans to a medical group under 

contract with it in furtherance of its program or the making 

of loans to a corporation under its control for the purpose 

of acquiring or constructing a medical facility or hospital 

or in furtherance of a program providing health care 

services to enrollees; 

(c) the furnishing of health care services through a 

provider who is under contract with or employed by the 

health maintenance organization; 

(d) the contracting with a person for the performance 

on its behalf of certain functions, such as marketing, 
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enrollment, and administration7 

(e) the contracting with an insurer authorized to 

transact insurance in this state, or with a health service 

corporation authorized to do business in this state, for the 

provision of insurance, indemnity, or reimbursement against 

the cost of health care services provided by the health 

maintenance organization; and 

(f) the offering of other health care services in 

addition to basic health care services. 

(2) A health maintenance organization shall file 

notice, with adequate supporting information, with the 

commissioner before exercising a power granted in subsection 

(1)(a), (l)(b), or (l)(d). The commissioner may, AFTER 

NOTICE AND HEARING, WITHIN 60 DAYS disapprove the exercise 

of a power UNDER SUBSECTION (1){A), (l)(B), OR (l)(D) only 

if, in his opinion, it would substantially and adversely 

affect the financial soundness of the health maintenance 

organization and endanger its ability to meet its 

obligations. The commissioner may make reasonable rules 

exempting from the filing requirement of this subsection 

those activities having a de minimis effect. The--exerc:-i:~e 

of--a~thority--g~aftted--in--~tth~ee~iofts--tittat,-tzttbt,-and 

tlttdt-±~-~tlbject-to-d~~approval-by--the--eommi~~foner~ The 

commissioner may exempt certain contracts from the filing 

requirement whenever exercise of the authority granted in 
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this section would have little or no effect on the health 

maintenance organization's financial condition and ability 

to meet obligations. 

(3) Nothing in this section exempts the activities of 

a health maintenance organization from any applicable 

certificate of need requirements under Title 50, chapter 5, 

parts 1 and 3. 

Governing body. ( 1) The NEW SECTION. Section 6. 

governing body of a health maintenance organization may 

include providers or other individuals, or both. 

(2) The governing body shall establish a mechanism to 

give the enrollees an opportunity to participate in matters 

of policy and Op$ration through the establishment of 

advisory panels, by the use of advisory referenda on major 

policy decisions, or through the use of other mechanisms. 

NEW SECTION. Section 7. Fiduciary responsibilities. 

(1) Any director, officer, employee, or partner of a health 

maintenance organization who receives, collects, disburses, 

or invests funds in connection with the activities of the 

health maintenance organization is responsible for the funds 

in the manner of a fiduciary to the health maintenance 

organization. 

(2) A health maintenance organization shall maintain 

in force a fidelity bond on employees and officers in an 

amount not less than $100,000 or such other sum as may be 
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prescribed by the commissioner. Each bond must be written 

with at least a 1-year discovery period and, if written with 

less than a 3-year discovery period, must contain a 

provision that a cancellation or termination of the bond, 

whether by or at the request of the insured or by the 

underwriter, may not take effect prior to the expiration of 

90 days after written notice of the cancellation or 

termination has been filed with the commissioner unless the 

commissioner approves an earlier cancellation or termination 

date. 

NEW SECTION. Section 8. Evidence 

charges for health care services. ( 1) 

of coverage and 

Every enrollee 

residing in this state is entitled to an evidence of 

coverage. The health maintenance organization shall issue 

the evidence of coverage, except that if the enrollee 

obtains coverage through an insurance policy issued by an 

insurer or a contract issued by a health service 

corporation, whether by option or otherwise, the insurer or 

the health service corporation shall issue the evidence of 

coverage. 

(2} A health maintenance organization may not issue or 

deliver an enrollment form, an evidence of coverage, or an 

amendment to an approved enrollment form or evidence of 

coverage to a person in this state before a copy of the 

enrollment form, the evidence of coverage, or the amendment 
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to the approved enrollment form or evidence of coverage is 

filed with and approved by the commissioner. 

(3) An evidence of coverage issued or delivered to a 

person resident in this state may not contain a provision or 

statement that is nnj~str-~rt£eir,--ineq~itahie,--misleading7 

er--deeeptive;-th8t-eneonrages-mie~epresentatien;-or-that-is 

untrue, misleading, or deceptive as defined in (section 

14(1)]. The evidence of coverage must contain: 

(a) a clear and concise statement, if a contract, or a 

reasonably complete summary, if a certificate, of: 

(i) the health care services and the insurance or 

other benefits, if any, to which the enrollee is entitled; 

(ii} any limitations on the services, kinds of 

services, or benefits to be provided, 

deductible or copayment feature; 

including any 

(iii) the location at which and the manner in which 

information is available as to how services may be obtained; 

(iv) the total amount of payw.ent for health care 

services and the indemnity or service benefits, if any, that 

the enrollee is obligated to pay with respect to individual 

contracts; and 

(v) a clear and understandable description of the 

health maintenance organization's method for resolving 

enrollee complaints. 

(b) definitions of geographical service area, 
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emergency care, urgent care, out-of-area services, 

dependent, and primary provider, if these terms or terms of 

similar meaning are used in the evidence of coverage and 

have an effect on the benefits covered by the plan. The 

definition of geographical service area need not be stated 

in the text of the evidence of coverage if the definition is 

adequately described in an attachment, which is given to 

each enrollee along with the evidence of coverage. 

(c) clear disclosure of each provision that limits 

benefits or access to service in the exclusions, 

limitations, and exceptions sections of the evidence of 

coverage. The exclusions, limitations, and exceptions that 

must be disclosed include but are not limited to: 

(i) emergency and urgent care; 

(ii) restrictions on the selection of primary or 

referral providers; 

(iii) restrictions on changing providers during the 

contract period; 

(iv) out-of-pocket 

deductibles; 

(v) charges for 

administrative sanctions; 

costs, 

missed 

including copayments and 

appointments 0[ other 

(vi) restrictions on access to care if copayments or 

other charges are not paid; and 

(vii) any restrictions on coverage for dependents who 
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do not reside in the service area. 

(d) clear disclosure of any benefits for home health 

care, skilled nursing care, kidney disease treatment, 

diabetes, maternity benefits for dependent children, 

alcoholism and other drug abuse, and nervous and mental 

disorders; 

(e) a provision requiring immediate accident and 

sickness coverage, from and after the moment of birth, to 

each newborn infant of an enrollee or his dependents; 

(f) a provision effer%~9 REQUIRING medical treatment 

and referral services to appropriate ancillary services for 

mental illness and for the abuse of or addiction to alcohol 

or drugs in accordance with the limits AND COVERAGE provided 

in 33-%%-793~ TITLE 33, CHAPTER 22, PART 7; HOWEVER: 

(IJ AFTER THE PRIMARY CARE PHYSICIAN REFERS AN 

ENROLLEE FOR TREATMENT OF AND APPROPRIATE ANCILLARY SERVICES 

FOR MENTAL ILLNESS, ALCOHOLISM, OR DRUG ADDICTION, THE 

HEALTH MAINTENANCE ORGANIZATION MAY NOT LIMIT THE ENROLLEE 

TO A HEALTH MAINTENANCE ORGANIZATION PROVIDER FOR THE 

TREATMENT OF AND APPROPRIATE ANCILLARY SERVICES FOR MENTAL 

ILLNESS, ALCOHOLISM, OR DRUG ADDICTION; 

(II) IF AN ENROLLEE CHOOSES A PROVIDER OTHER THAN THE 

HEALTH MAINTENANCE ORGANIZATION PROVIDER FOR SUCH TREATMENT 

AND REFERRAL SERVICES, THE ENROLLEE'S DESIGNATED PROVIDER 

MUST LIMIT HIS TREATMENT AND SERVICES TO THE SCOPE OF THE 
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REFERRAL IN ORDER TO RECEIVE PAYMENT FROM THE HEALTH 

MAINTENANCE ORGANIZATION; 

(III) THE AMOUNT PAID BY THE HEALTH MAINTENANCE 

ORGANIZATION TO THE ENROLLEE'S DESIGNATED PROVIDER MAY NOT 

EXCEED THE AMOUNT PAID BY THE HEALTH MAINTENANCE 

ORGANIZATION TO ONE OF ITS PROVIDERS FOR EQUIVALENT 

TREATMENT OR SERVICES; 

(g) a provision as follows: 

"Conformity With State Statutes: Any provision of this 

evidence of coverage that on its effective date is in 

conflict with the statutes of the state in which the insured 

resides on that date is hereby amended to conform to the 

minimum requirements of those statutes." 

(h) a provision that the health maintenance 

organization shall issue, without evidence of insurability, 

to the enrollee, 

continuing coverage on 

family members: 

his 

the 

dependents, 

enrollee, 

or 

his 

family members 

dependents, or 

(i) if the evidence of coverage or any portion of it 

on an enrollee, his dependents, or family members covered 

under the evidence of coverage ceases because of termination 

of employment or of his membership in the class or classes 

eligible for coverage under the policy or because his 

employer discontinues his business or the coverage; 

(ii) if the enrollee had been enrolled in the health 
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maintenance organization for a period of 3 months preceding 

the termination of group coverage; and 

(iii) if the enrollee applied for continuing coverage 

within 31 days after the termination of group coverage. The 

conversion contract may not exclude, as a preexisting 

condition, any condition covered by the group contract from 

which the enrollee converts. 

(i) a provision that clearly describes the amount of 

money an enrollee shall pay to the health maintenance 

organization to be covered for basic health care services. 

(4) A health maintenance organization may amend an 

enrollment form or an evidence of coverage in a separate 

document if the separate document is filed with and approved 

by the commissioner and issued to the enrollee. 

( 5) (a) A health maintenance ocganization shall 

provide the same coverage for newborn infants, required by 

subsection (3)(e), as it provides for enrollees, except that 

for newborn infants there may be no waiting or elimination 

periods. A health maintenance organization may not assess a 

deductible or reduce benefits applicable to the coverage for 

newborn infants unless the deductible or reduction in 

benefits is consistent with the deductible or reduction in 

benefits applicable to all covered persons. 

(b) A health maintenance organization may not issue or 

amend an evidence of coverage in this state if it contains 
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any disclaimer, waiver, or other limitation of coverage 

relative to the accident and sickness coverage or 

insurability of newborn infants of an enrollee or his 

dependents from and after the moment of birth. 

(c) If a health maintenance organization requires 

payment of a specific fee to provide coverage of a newborn 

infant beyond 31 days of the date of birth of the infant, 

the evidence of coverage may contain a provision that 

requires notification to the health maintenance 

organization, within 31 days after the date of birth, of the 

birth of an infant and payment of the required fee. 

(6) A health maintenance organization may not use a 

schedule of charges for enrollee coverage for health care 

services or an amendment to a schedule of charges before it 

files a copy of the schedule of charges or the amendment to 

it with the commissioner. A health maintenance organization 

may evidence a subsequent amendment to a schedule of charges 

in a separate document issued to the enrollee. The charges 

in the schedule must be established in accordance with 

actuarial principles for various categories of enrollees, 

except that charges applicable to an enrollee must not be 

individually determined based on the status of his health. 

Howe~e~7--the--cnar9e~--may-"o~-b~-exee~~i~~7-iftadeqtlate 1 -or 

tlftfa±riy-~t~er±m±natory-and-ean"ot--be--ame"ded--mo~e--often 

than--o"ee--±n--a--i~-m~nt~--period--tlnle~s--a-more-£reqtlent 
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ameftdmen~-~~-aet~ar±a!fy-;a~ti£ied-and-neeessary-to-preserwe 

the---£inaneial---sol¥eney---e£---the---hea~th---maintenance 

ergan±~ae±on.--A--eert±r±eation--by--a--q~ali£±ee-aet~ary-or 

other-qaai±E±~d-persoft-aeeeptabre-te-the-eommiss±oner-as--to 

the--appropriate~e~~--o£--the--ase--of-the-eharge8r-ba~ed-on 

reasonable-assamptionsr-mast--aeeompany--the--£iling7 --along 

with-adeqaate-sapporting-in£ormationo 

{7) The commissioner shall, within a-reasonable-period 

60 DAYS, approve a form if the requirements of subsections 

(1) through (5) are met. A health maintenance organization 

may not issue a form or-ase-a-sehedale-of-eherqes before the 

commissioner approves the form e~-the-hee}~h-ma±ntenanee 

or;an%za~±on~-fiie~--the--sehed~ie--of---ehar~e~. If the 

commissioner disapproves the filing, he shall notify the 

filer. In the notice, the commissioner shall specify the 

reasons fa~ his disapproval. The commissioner shall grant a 

hearing within 30 days after he receives a written request 

by the filer. 

(8) The commissioner may in his discretion require a 

health maintenance organization to submit any RELEVANT 

information he considers necessary in determining whether to 

approve or disapprove a filing made pursuant to this 

section. 

NEW SECTION. Section 9. Annual statement 

revocation for failure to file-- penalty for perjury. (1) 
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Baeh UNLESS IT IS OPERATED BY AN INSURER OR A HEALTH SERVICE 

CORPORATION AS A PLAN, EACH authorized health maintenance 

organization shall annually on or before March 1 file with 

the commissioner a full and true statement of its financial 

condition, transactions, and affairs as of the preceding 

December 31. The statement must be in the general form and 

content required by the commissioner. The statement must be 

verified by the oath of at least two principal officers of 

the health maintenance organization. The commissioner may in 

his discretion waive any verification under oath. 

(2) At the time of filing its annual statement, the 

health maintenance organization shall pay the commissioner 

the fee for filing its statement as prescribed in [section 

22). The commissioner may refuse to accept the fee for 

continuance of the insurer's certificate of authority, as 

provided in [section 22], or may in his discretion suspend 

0[ revoke the certificate of authority of a health 

maintenance organization that fails to file an annual 

statement when due. 

(3) The commissioner may, AFTER NOTICE AND HEARING, 

impose a fine not to exceed $5,000 per violation upon a 

director, officer, partner, member, agent, or employee of a 

health maintenance organization who knowingly subscribes to 

or concurs in making or publishing an annual statement 

required by law that contains a material statement which is 
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false. 

{4) The commissioner may require such reports as he 

considers reasonably necessary and appropriate to enable him 

to carry out his duties under 

INCLUDING BUT NOT LIMITED TO 

[sections 1 through 29}L 

A STATEMENT OF OPERATIONS, 

TRANSACTIONS, AND AFFAIRS OF A HEALTH MAINTENANCE 

ORGANIZATION OPERATED BY AN INSURER OR A HEALTH SERVICE 

CORPORATION AS A PLAN, 

NEW SECTION. Section 10. Information to enrollees. 

Each authorized health maintenance organization shall 

~romp~ly provide to its enrollees noe~ee 30 DAYS 1 ADVANCE 

NOTICE IN WRITING of any material change in the operation of 

the health mainte~ance organization that will affect them 

directly. 

NEW SECTION. Section 11. Complaint system. 

(1) (a) Each authorized health maintenance organization 

shall establish and maintain a complaint system to provide 

reasonable procedures to resolve written complaints 

initiated by enrollees. A health maintenance organization 

may not use a complaint system: 

(i) before the commissioner approves it; and 

( ii) unless the health maintenance organization 

describes it in each evidence of coverage issued 

delivered to an enrollee in this state. 

or 

(b) Each time the health maintenance organization 
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denies a claim or initiates disenrollment, cancellation, or 

nonrenewal, it shall notify the affected enrollee of the 

right to file a complaint and the procedure for filing a 

complaint. 

(c) Each health maintenance organization shall 

acknowledge a complaint within 10 days of receiving it. 

(d) Each health maintenance organization shall retain 

records of all complaints for 3 years and shall develop a 

summary for each year that must include: 

{i) a description of the procedures of the complaint 

system; 

(ii) the total number of complaints handled through the 

complaint system, a compilation of causes underlying the 

complaints filed, the date on which each complaint was 

filed, the date on which each complaint was resolved, the 

disposition of each complaint filed, the time it took to 

proce&s each complaint, and a summary of each administrative 

change made because of a complaint; and 

(iii) the number, amount, and disposition of 

by enrollees of the health malpractice claims made 

maintenance organization that were settled during the year 

by the health maintenance organization. 

{e) The health maintenance organization shall annually 

on or before March l file with the commissioner the summary 

described in subsection (l)(d) for the preceding year. 
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(2) The commissioner shall hold in confidence the 

information provided by the health maintenance organization 

pursuant to subsection (l)(d)(iii). 

(3) The commissioner may examine a complaint system. 

NEW SECTION. Section 12. Investment regulations. A 

EXCEPT FOR A HEALTH MAINTENANCE ORGANIZATION OPERATED AS A 

PLAN BY A HEALTH SERVICE CORPORATION, A domestic health 

maintenance organization may invest its funds only as 

prescribed in ~~y~~-adopted-by-the--eemmi~sioner TITLE 33, 

CHAPTER 2, PART 8. 

NEW SECTION. Section 13. Protection against 

insolvency. (1) Except as provided in subsections (4} 

through (7), each authorized health maintenance organization 

shall deposit with the commissioner cash, securities, or any 

combination of cash or securities acceptable to the 

commissioner in the amount set forth in this section. 

(2) The amount of the deposit for a health maintenance 

organization during the first year of its operation must be 

the greater of: 

(a) 5% of its estimated expenditures for health care 

services for its first year of operation; 

(b) twice its estimated average monthly uncovered 

expenditures for its first year of operation; or 

(c) $100,000. 

(3) At the beginning of each succeeding year, unless 
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not applicable, the health maintenance organization shall 

deposit with the commissioner cash, securities, or any 

combination of cash or securities acceptable to the 

commissioner, in an amount equal to 4\ of its estimated 

annual uncovered expenditures for that year. 

(4) Unless not applicable, a health maintenance 

organization that is in operation on [the effective date of 

this act] shall make a deposit equal to the greater of: 

(a) 1\ of the preceding 12 months' uncovered 

expenditures; or 

(b) $100,000 on the first day of the fiscal year 

beginning 6 months or more after (the effective date of this 

act]. In the second fiscal year, if applicable, the amount 

of the additional deposit must be equal to 2\ of its 

estimated annual uncovered expenditures. In the third fiscal 

year, if applicable, the additional deposit must be equal to 

3\ of its estimated annual uncovered expenditures for that 

year. In the fourth fiscal year and subsequent years, if 

applicable, the additional deposit must be equal to 4% of 

its estimated annual uncovered expenditures for each year. 

Each year's estimate after the first year of operation must 

reasonably reflect the preceding year 1 s operating experience 

and delivery arran9ements. 

15) The commissioner may in his discretion waive any 

of the deposit requirements set forth in subsections (1) 
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through (4) whenever he is satisfied that: 

(a) the health maintenance organization has sufficient 

net worth and an adequate histo(y of generating net income 

to assure its financial viability for the next year; 

(b) the health maintenance organization's performance 

and obligations are guaranteed by an organization with 

sufficient net worth and an adequate history of generating 

net income; or 

(c) the health maintenance organization's assets or 

its contracts with insurersr health service corporations, 

governments, or other organizations are reasonably 

sufficient to assure the performance of its obligations. 

(6) When a health maintenance organization achieves a 

net worth not including land, buildings, and equipment of at 

least $1 million or achieves a net worth including 

organization-related land, buildings, and equipment of at 

least $5 million the annual deposit requirement under 

subsection (3) does not apply. The annual deposit 

requirement under subsection (3) does not apply to a health 

maintenance organization if the total amount of the 

accumulated deposit is greater than the capital requirement 

for the formation or admittance of a disability insurer in 

this state. If the health maintenance organization has a 

guaranteeing organization that has been in operation for at 

least 5 years and has a net worth not including land, 
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buildings, and equipment of at least $1 million or that has 

been in operation for at least 10 years and has a net worth 

including organization-related land, buildings, and 

equipment of at least $5 million, the annual deposit 

requirement under subsection (3) does not apply. If the 

guaranteeing organization is sponsoring mo~e than one health 

maintenance organization, however, the net worth requirement 

is increased by a multiple equal to the number of such 

health maintenance organizations. This requirement to 

maintain a deposit in excess of the deposit required of a 

disability insure~ does not apply during any time that the 

gua~anteeing organization maintains for each health 

maintenance organization it sponsors a net worth at least 

equal to the capital and surplus requirements for a 

disability insurer. 

(7) All income from deposits belongs tQ the depositing 

health maintenance organization and must be paid to it as it 

becomes available. A health maintenance organization that 

has made a securities deposit may withdraw the deposit or 

any part of it after making a substitute deposit of cash, 

securities, or any combination of cash or securities of 

equal amount and value. A health maintenance organization 

may not substitute securities without prior approval by the 

commissioner. 

(8) In any year in which an annual deposit is· not 
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required of a health maintenance organization, at the health 

maintenance organization•s request, the commissioner shall 

reduce the previously accumulated deposit by $100,000 for 

each $250,000 of net worth in excess of the amount that 

allows the health maintenance organization to be exempt from 

the annual deposit requirement. If the amount of net worth 

no longer supports a reduction of its required deposit, the 

health maintenance organization shall immediately re~eposit 

$100,000 for each $250,000 of reduction in net worth, except 

that its total deposit may not be required to exceed the 

maximum required under this section. 

(9) Baeh UNLESS IT IS OPERATED BY AN INSURER OR A 

HEALTH SERVICE CORPORATION AS A PLAN, EACH health 

maintenance organization shall have a minimum capital of at 

least $200,000 in addition to any deposit requirements under 

this section. The capital account must be in excess of any 

accrued liabilities and be in the form of cash, securities, 

or any combination of cash or securities acceptable to the 

commissioner. 

(10) Each health maintenance organization 

demonstrate that if it becomes insolvent: 

shall 

(a) enrollees hospitalized on the date of insolvency 

will be covered until discharged; and 

(b) enrollees will be entitled to similar alternate 

insurance coverage that does not contain any medical 
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underwriting or preexisting limitation requirements. 

NEW SECTION. Section 14. Prohibited practices. (1) A 

health maintenance organization, or representative thereof, 

may not cause or knowingly permit the use of advertising 

that is untrue or misleading, solicitation that is untrue or 

misleading, or any form of evidence of coverage that is 

deceptive. For purposes of [sections 1 through 29]: 

tat--a-statement-or-i~em-ef-iftfermat~on--~s--eoftsidered 

to--be--~ft~r~e-i£-i~-does-not-cen£erm-to-£aet-in-any-~espect 

that-is-or-may-be-sigftifieaftt-to-an-enrollee-o£,--er--person 

eonsidering----eftrollment----in,----a---health---maintenaftee 

organi~ation; 

tbt~ a statement or item of information is 

considered to be misleading, whether or not it may be 

literally untrue, if, in the total context in which the 

statement is made or the item of information is 

communicated, a reasonable person, not possessing special 

knowledge 

understand 

regarding health 

the statement or 

care 

item 

coverage, may reasonably 

of information as 

indicating a benefit or advantage or the absence of an 

exclusion, limitation, or disadvantage of possible 

significance to an enrollee of, or person considering 

enrollment in, a health maintenance organization if the 

benefit or advantage or absence of limitation, exclusion, or 

disadvantage does not in fact existi and 
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tetl!l an evidence of coverage is considered to be 

deceptive if, when taken as a whole and with consideration 

given to typography, format, and language, it can cause a 

reasonable person, not possessing special knowledge 

regarding health maintenance organizations, to expect 

benefits, services, charges, or other advantages that the 

evidence of coverage does not provide or which the health 

maintenance organization issuing the evidence of coverage 

does not regularly make available to enrollees covered under 

the evidence of coverage. 

(2) Title 33, chapter 18, applies to health 

maintenance organizations and evidences of coverage issued 

by a health maintenance organization, except to the extent 

that the commissioner determines that the nature of health 

maintenance organizations and evidences of coverage render 

the chapter clearly inappropriate. 

(3) A health maintenance organization shall clearly 

disclose in the evide11ce of coverage the circumstances under 

which it may disenroll, cancel, or refuse 

enrollee. A health maintenance organization 

to renew an 

may only 

disenroll, cancel, or refuse to renew an enrollee if the 

enrollee~ 

(a) has failed to pay required premiums by the end of 

the grace period; 

(b) has committed acts of physical or verbal abuse 
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that pose a threat to providers or other enrollees of the 

health maintenance organization: 

(c) has allowed a nonenrollee to use the health 

maintenance organization's certification card to obtain 

services or has knowingly provided fraudulent information in 

applying for coverage; 

(d) has moved outside of the geographical service area 

of the health maintenance organization: er 

(E) HAS VIOLATED RULES OF THE HEALTH MAINTENANCE 

ORGANIZATION STATED IN THE EVIDENCE OF COVERAGE; 

(F) HAS VIOLATED RULES ADOPTED BY THE COMMISSIONER FOR 

ENROLLMENT IN A HEALTH MAINTENANCE ORGANIZATION; OR 

tet~ is unable to establish or maintain a 

satisfactory physician-patient relationship with the 

physician responsible for the enrollee's care. Disenrollment 

of an enrollee for this reason must be permitted only if the 

health maintenance organization can demonstrate that it 

provided the enrollee with the opportunity to select an 

alternate primary care physician, made a reasonable effort 

to assist the enrollee in establishing a satisfactory 

physician-patient relationship, and informed the enrollee 

that he may file a grievance on this matter. 

(4) A health maintenance organization may not 

disenroll an enrollee under subsection (3) for reasons 

related to the physical or mental condition of the enrollee 
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or for any of the following reasons: 

(a) failure of the enrollee to follow a prescribed 

course of treatment; or 

(b) administrative actions, such as failure to keep an 

appointment. 

(5) (a) A health maintenance organization that 

disenrolls a group certificate holder for any reason exeep~ 

Eait~re--~e--pay--reqaired-premi~me NOT LISTED IN SUBSECTION 

(3) OR PROVIDED IN RULES ADOPTED BY THE COMMISSIONER shall 

make arrangements to provide similar alternate insurance 

coverage to enrollees. The insurance coverage must be 

continued until the disenrolled group certificate holder 

finds its own cove~age or a period of 36 12 months elapses, 

whichever comes first. The premium on the individual 

coverage must be at the then-customary rate applicable to 

the individual coverage offered by the insurer, health 

service corporation, or health maintenance organization that 

provides the alternate insurance coverage. 

(b) If a health maintenance organization disenrolls an 

enrollee covered on an individual basis for any reason 

exeep~--rai~~re--to--pay--reqHired--premi~ms NOT LISTED IN 

SUBSECTION (3) OR PROVIDED IN RULES ADOPTED B¥ THE 

COMMISSIONER, coverage must be continued until the 

anniversary date of the policy or for 1 year, whichever is 

earlier~ A health maintenance organization that disenrolls 
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an individual enrollee for failure to pay a required premium 

or for fraudulent statements on the enrollment form need not 

provide alternate insurance coverage to that enrollee. 

(6) A health maintenance organization may not refer to 

itself as an insurer unless licensed as an insurer or use a 

name deceptively similar to the name or description of an 

insurer authorized to transact insurance in this state~ 

(7) A person may not refer to itself as a health 

maintenance organization or HMO unless it holds a valid 

certificate of authority issued by the commissioner. 

NEW SECTION. Section 15. Agent license required 

application, issuance, renewal, fees -- penalty. (1) No 

individual, partnership, or corporation may act as or hold 

himself out to be an agent of a health maintenance 

organization unless he is: 

(a) licensed as a disability insurance agent by the 

commissioner pursuant to chapter 17, parts 1, 2, and 4 of 

this title OR LICENSED AS AN ENROLLMENT REPRESENTATIVE UNDER 

33-30-311 THROUGH 33-30-313; and 

(b) appointed or authorized by the health maintenance 

organization 

its behalf. 

to solicit health care service agreements on 

(2) Application, appointment and qualification for a 

health maintenance 

applicable to and the 

organization 

issuance of 

-40-

agent license, fees 

a health maintenance 
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organization agent license, and renewal of a health 

maintenance organization agent license must be in accordance 

with the provisions of chapter 17 that apply to a disability 

insurance agent. 

(3) An individual, partnership, or corporation who 

holds a disability insurance agent license on (the effective 

date of this act] need not requalify by an examination to be 

licensed as a health maintenance organization agent. 

(4) The commissioner may, in accordance with 33-1-313, 

33-1-317, 33-17-411, and chapter 17, part 10, suspend, 

revoke, refuse to issue or renew a health maintenance 

organization agent license, or impose a fine upon the 

licensee~ 

NEW SECTION. Section 16. Powers of insurers and 

health service corporations. (1) An insurer authorized to 

transact insurance in this state or a health service 

corporation authorized to do business in this state may, 

either directly or through a subsidiary or affiliate, 

organize and operate a health maintenance organization under 

the provisions of [sections 1 through 29}. Notwithstanding 

any other law which may be inconsistent with this section, 

two or more insurers, health service corporations, or 

subsidiaries or affiliates thereof may jointly organize and 

operate a health maintenance organization. The business of 

insurance is considered to include the provision of health 
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care services by a health maintenance organization owned or 

operated by an insurer or a subsidiary thereof. 

(2) Notwithstanding any insurance or health service 

corporation laws, an insurer or a health service corporation 

may contract with a health maintenance organization to 

provide insurance or similar protection against the cost of 

care provided through a health maintenance organization and 

to provide coverage if the health maintenance organization 

fails to meet its obligations. 

(3) The enrollees of a health maintenance organization 

constitute a permissible group under this title. The insurer 

or health service corporation may make benefit payments to 

health maintenance organizations for health care services 

rendered by providers under the contracts described in 

subsection (2). 

(4) Nothing in this section exempts a health 

maintenance organization that pLovides health care services 

from complying with the applicable certificate of need 

requirements under Title 50, chapter 5, parts 1 and 3. 

NEW SECTION. Section 17. Examination. (1) The 

commissioner may examine the affairs of a health maintenance 

organization and--~he--proYiders--wi~ft--wftom---the---heaith 

maifttenaftee-organi~ation-ha~-eontraet~r-agreementsT-or-other 

arran9ement~ as often as is reasonably necessary to protect 

the interests of the people of this state. The commissioner 
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shall make such an examination at least once every 3 years. 

(2) The department of health may examine the qaaliey 

AVAILABILITY, ACCESSIBILITY, AND CONTINUITY of the health 

care services provided by any health maintenance 

organization and the providers with whom the health 

maintenance organization has contracts, agreements, or other 

arrangements as often as is reasonably necessary to protect 

the interests of the people of this state. The departme~t of 

health shall make such an examination at least once evEry 3 

years. 

(3) Each authorized health maintenance organization 

and provider shall submit its relevant books and records for 

the examinations and in every way facilitate the 

examinations. For the purpose of examination, the 

commissioner and the department of health may administer 

oaths to and examine the officers and agents of the health 

maintenance organization and the principals of the providers 

concerning their business. 

(4) (a) {i) Upon presentation of a detailed account of 

the charges and expenses of examinations by the 

commissioner, the health maintenance organization being 

examined shall pay to the examiner as necessarily incurred 

on account of the examination the actual travel expenses, a 

reasonable living-expense allowance, and a per diem, all at 

reasonable rates customary therefor and as established or 
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adopted by the commissioner. The commissioner may present 

such an account periodically during the course of the 

examination or at the termination of the examination as the 

commissioner considers proper. A person may not pay and an 

examiner may not accept any additional emolument on account 

of any such examination. 

(ii) If a health maintenance organization fails to pay 

the charges and expenses as referred to in subsection 

(4)(a)(i), the commissioner shall pay them out of the funds 

of the commissioner in the same manner as other 

disbursements of such funds. The amount so paid must be a 

lien upon all of the person•s assets and property in this 

state and may be recovered by suit by the attorney general 

on behalf of the state of Montana and restored to the 

appropriate fund. 

(b) The expenses of examination conducted by the 

director under this section must be assessed against the 

health maintenance organization and remitted to the 

director~ Such remitted expenses are statutorily 

appropriated to the department of health as provided in 

17-7-502. 

(5) In lieu of an examination, the commissioner or the 

director may accept the report of an examination made by the 

commissioner or the director of another state. 

NEW SECTION. Section 18. Suspension or revocation of 
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certificate of authority. (1) The commissioner may in his 

discretion suspend or revoke any certificate of authority 

issued to a health maintenance organization under {sections 

l through 29) if he finds that any of the following 

conditions exist: 

(a) The health maintenance organization is operating 

in contravention of its basic organizational document or in 

a manner contrary to that described in any other information 

submitted under [section 3) AND PROVIDED THAT SUCH OPERATION 

ADVERSELY AFFECTS THE HEALTH MAINTENANCE ORGANIZATION'S 

ABILITY TO PROVIDE BENEFITS AND OPERATE UNDER THE 

APPLICATION APPROVED BY THE COMMISSIONER, unless amendments 

to such submissions have been filed with and approved by the 

commissioner. 

(b) The health maintenance organization issues 

evidences of coverage or uses 

health care services that 

requirements of (section 81. 

a schedule 

do not 

of charges 

comply with 

for 

the 

(c) The health maintenance organization does not 

provide or arrange for basic health care services. 

(d) The director, AFTER NOTICE AND HEARINGr certifies 

to the commissioner that: 

(i) the health maintenance organization does not meet 

the requirements of [section 4(1) ); or 

(ii} the health maintenance organization is unable to 
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fulfill its obligations to furnish health care services. 

(e) The health maintenance organization is no longer 

financially responsible and may reasonably be expected to be 

unable to meet its obligations to enrollees or prospective 

enrollees. 

(f) The health maintenance organization has failed to 

implement a mechanism affording the enrollees an opportunity 

to participate in matters of policy and operation under 

[section 6]. 

(g) The health maintenance organization has failed to 

implement the complaint system required by {section 11] to 

resolve valid complaints in a reasonable manner. 

(h) The health maintenance organization, or any person 

on its behalf, has advertised or merchandised its services 

in an untrue, misrepresentative, misleadingr deceptive, or 

unfair manner. 

(i) The continued operation of the health maintenance 

organization would be hazardous to its enrollees. 

(j) The health maintenance organization has otherwise 

failed to substantially comply with [sections 1 through 29]. 

(2) The commissioner may in his discretion suspend or 

revoke a certificate of authority only if he complies with 

the requirements of [section 21]. 

(3) When the certificate of authority of a health 

maintenance organization is suspended, the health 
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maintenance organization may not, during the period of such 

suspension, enroll any additional enrollees except newborn 

infants or other newly acquired dependents of existing 

enrollees and may not engage in any advertising or 

solicitation. 

(4) If the commissioner revokes the certificate of 

authority of a health maintenance organization, the health 

maintenance organization shall proceed, immeQiately 

following the effective date of the order of revocati~n, to 

wind up its affairs and may not transact further business 

except as may be essential to the orderly conclusion of its 

affairs. It may not engage in further advertising or 

solicitation following the effective date of the order of 

revocationa The commissioner may by written order permit 

further operation of the health maintenance organization if 

he finds further operation to be in the best interest of 

enrollees to the extent that enrollees will be afforded the 

greatest practical opportunity to obtain continuing health 

care coverage. 

NEW SECTIONa Section 19. Supervision, rehabilitation, 

or liquidation of a health maintenance organization. (1) The 

supervision, rehabilitation, or liquidation of a health 

maintenance 

supervision, 

and must be 

organization is 

rehabilitation, or 

conducted under 
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the supervision of the 

SB 353 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

lJ 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

commissioner pursuant 

commissioner may apply 

supervise, rehabilitate, 

SB 0353/03 

to chapter 2, part 13. The 

for an order directing him to 

or liquidate a health maintenance 

organization upon any one 

33-2-1321, 33-2-1331, or 

or more grounds set out in 

33-2-1341 or when in his opinion 

of the health maintenance the continued operation 

organization would be hazardous either to the enrollees or 

to the people of this state. Enrollees shall have the same 

priority in the event of liquidation or rehabilitation as 

the law provides to policyholders of an insurer. 

(2) A claim by a health care provider for an uncovered 

expenditure has the same priority as a claim by an enrollee 

if the provider of services agrees not to assert the claim 

against any enrollee of the health maintenance organization. 

NEW SECTION. Section 20. Rules. (l) The commissioner 

may, after notice and hearing, make reasonable rules 

necessary to effectuate [sections 1 through 29]a 

(2) The department of health may make reasonable rules 

necessary to effectuate [sections 1 through 29)a 

NEW SECTION. Section 21. Administrative proceduresa 

(1) When the commissioner has cause to believe that grounds 

for the denial of an application for a certificate of 

authority exist or that grounds for the suspension or 

revocation of a certificate of authority exist, he shall 

give written notice to the health maintenance organization 
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and the department of health specifically stating the 

grounds for denial, suspension, or revocation and fixing a 

time of at least 30 days after the notice for a hearing on 

the matter. 

(2) The director or his designated representative may 

attend the hearing and may participate in the proceeding~ 

The recommendations and findings of the director with 

respect to matters relating to the qua%~~1 AVAILABILITY, 

ACCESSIBILITY, AND CONTINUITY of health care services 

provided in connection with any decision regarding denial, 

suspension, or revocation of a certificate of authority must 

be conclusive and binding upon the commissioner. After the 

hearing, or upon the failure of the health maintenance 

organization to appear at the hearing, the commissioner 

shall make written findings and act as he considers 

advisable. The commissioner shall mail the written findings 

to the health maintenance organization and submit a copy to 

the director. The action of the commissioner and the 

recommendations and findings of the director are subject to 

review by the district court having jurisdiction. The court 

may, in disposing of the issue before it, modify, affirm, or 

reverse the order of the commissioner in whole or in part. 

(3) ~he-Mo~tene-Adm~nietrative-Proeedttre-Aet,-Title-i7 

ehapt~r-4r-app%±e~-to-proeeed±n9~-tt~der-this-~eet~on-to--the 

extent-±t-±~-not-in-eon£liet-with-th±s-seetiono WHERE NOTICE 
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AND HEARING ARE REQUIRED WITH REGARD TO ACTIONS TAKEN BY THE 

COMMISSIONER UNDER [SECTIONS 1 THROUGH 29], THE REQUIREMENTS 

OF 33-1-314 THROUGH 33-l-316 AND TITLE 33, CHAPTER l, PART 

7, APPLY, EXCEPT THAT THE FORMAL RULES OF PLEADING AND 

EVIDENCE MUST BE OBSERVED. TO THE EXTENT THAT 33-1-314 

THROUGH 33-l-316 AND TITLE 33, CHAPTER 1, PART 7, DO NOT 

ADDRESS THE NOTICE AND HEARING REQUIREMENTS OF [SECTIONS l 

THROUGH 29], THE PROVISIONS OF TITLE 2, CHAPTER 4, PARTS 6 

AND 7, APPLY. 

(4) WHERE NOTICE AND HEARING ARE REQUIRED WITH REGARD 

TO ACTIONS TAKEN BY THE DIRECTOR UNDER (SECTIONS l THROUGH 

29], THE PROVISIONS OF TITLE 2, CHAPTER 4, PARTS 6 AND 7, 

~ 

NEW SECTION. Section 22, Fees. (l) Each health 

maintenance organization shall pay to the commissioner the 

following fees: 

(a) for filing an application for a certificate of 

authority or amendment thereto, $300; 

(b) for filing an amendment to the organization 

documents that requires approval, $25; 

(C) for filing each annual statement, $25L 

(D) FOR ANNUAL CONTINUATION OF CERTIFICATE OF 

AUTHORITY, $300. 

(2) All fees and miscellaneous charges, except fines 

or penalties or those amounts received pursuant to [sections 
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9(3) and 23), collected by the commissioner pursuant to 

[sections l through 29] and the rules adopted thereunder 

must be deposited in the insurance regulatory trust account 

pursuant to 17-2-121 through 17-2-123. 

(3) The director may assess fees necessary and 

adequate to cover the expenses of the director's functions; 

other--~ftaft--exam±nations, under this chapter. Saeh-fees-are 

seat~ter~iy-appropriated-to--the--department--o£--heaith--as 

provided--ift--t~-~-56z• ~HBSB PBBB-MBS~-BB-BBPBS%~88-iN-~HB 

6BNBRAb-PBNB• SUCH FEES ARE STATUTORILY APPROPRIATED TO THE 

DEPARTMENT OF HEALTH AS PROVIDED IN 17-7-502. 

NEW SECTION. section 23. Penalties and enforcement. 

(1) The commissioner may, in addition to suspension or 

revocation of a certificate of authority under [section 18), 

AFTER NOTICE AND HEARING, impose an administrative penalty 

in an amount not less than $500 or more than $10,000 if he 

gives reasonable notice in writing of the intent to levy the 

penalty and the health maintenance organization has a 

reasonable time within which to remedy the defect in its 

operations that gave rise to the penalty citation~ ~he 

eommiss±orter-may-attqmeft~-~h±s-penal~y-by-aft-amo~"~-equai--~o 

ene--sttm--that--he--eaie~lates-~e-be-the-damages-stt~~ered-by 

eftrellees-or-other-members-o£-the-pttblieT 

(2) t8t If the commissioner or the director has cause 

to believe that a violation of [sections 1 through 29] has 
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occurred or is threatened, the commissioner or the director 

may: 

titill give notice to the health maintenance 

organization and to the representatives or other persons who 

appear to be involved in the suspected violation; 

tiit~ arrange a conference with the alleged 

violators or their authorized representatives to attempt to 

ascertain the facts relating to the suspected violation; and 

tiiitl£1 if it appears that a violation has occurred 

or is threatened, arrive at an adequate and effective means 

of correcting or preventing the violation. 

tht--Proeeed~ngs-~nder-this-sttbsect~on-are-no~-goverrted 

by-efty-~ormal-proeed~re+-r~q~~rement~-aftd-mey--be--eond~cted 

in--a--manner--the--eommis~ioner--or--tfte-direetor-eertsider~ 

appropriaee--~n8er--the---e±reumstanees.---Howe~er,---Hnless 

coftsented-to-by-the-heslth-mairt~enance-orqarti~at±on,-no-rnie 

or-order-may-resttit-Erom-a-con£erenee-ufttii-~he-req~irements 

o£-tseetion-Zit-or-th~s-seetion-are-sa~isfied. 

(3) (a) The commissioner may issue an order directing 

a health maintenance organization or its representative to 

cease and desist from engaging in an act or practice in 

violation of (sections 1 through 29]. 

(b) Within 15 days after service of the cease and 

desist order, the respondent may request a hearing to 

determine whether acts or practices in violation of 
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[sections 1 through 29] have occurred. The hearing must be 

conducted pursuant to Title 2, chapter 4, part 6, and 

judicial review must be available as provided by Title 2, 

chapter 4, part 7. 

{4) If a health maintenance organization violates a 

provision of [sections 1 through 29] and the commissioner 

elects not to issue a cease and desist order or if the 

respondent does not comply with a cease and desist order 

issued pursuant to subsection (3), the commissioner may 

institute a proceeding to obtain injunctive or other 

appropriate relief in the district court of Lewis and Clark 

County. 

NEW SECTION. Section 24. Statutory construction and 

relationship to other laws. (1) Except as otherwise provided 

in [sections 1 through 29], the insurance or health service 

corporation laws do not apply to any health maintenance 

organization authorized to transact business under [sections 

1 through 29]. This provision does not apply to an insurer 

or health service corporation licensed and regulated 

pursuant to the insurance or health service corporation laws 

of this state except with respect to its health maintenance 

organization activities authorized and regulated pursuant to 

[sections l through 29]. 

(2} Solicitation of enrollees by a health maintenance 

organization granted a certificate of authority or its 
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may not be construed as a violation of any 

to solicitation or advertising by health 

(3) A health maintenance organization authorized under 

[sections 1 through 29] may not be considered to be 

practicing medicine and is exempt from Title 37, chapter 3, 

relating to the practice of medicine. 

(4) The provisions of [sections 1 through 29] do not 

exempt a health maintenance organization from the applicable 

certificate of need requirements under Title SO, chapter 5, 

parts 1 and 3. 

NEW SECTION. Section 25. Filings and reports as 

public documents. All applications, filings, and reports 

required under {sections 1 through 29], except those that 

contain trade secrets or privileged or confidential 

commercial or financial information (other than an annual 

financial statement that the commissioner may require under 

[section 9]), are public documents~ 

NEW SECTION. Section 26. Confidentiality of medical 

information. (1} Any data or information pertaining to the 

diagnosis, treatment, or health of an enrollee or applicant 

obtained from the enrollee, applicant, or a provider by a 

health maintenance organization must be held in confidence 

and may not be disclosed to any person except: 

{a) to the extent that it may be necessary to carry 
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out the purposes of [sections 1 through 29]; 

{b) upon the express consent of the enrollee or 

applicant; 

(c) pursuant to statute or court order for 

production of evidence or the discovery thereof; or 

the 

(d) in the event of claim or litigation between the 

enrollee or applicant and the health maintenance 

organization wherein the data or information is pertinent. 

(2) A health maintenance organization is entitled to 

claim the same statutory privileges against disclosure that 

the provider who furnished the information to the health 

maintenance organization is entitled to claim. 

NEW SECTION. Section 27. Authority of director to 

contract. The director in carrying out his obligations under 

[sections 4(1), 17(2), and 18(1)] may contract with 

qualified persons to make recommendations concerning the 

determinations he is required to make. The contractors' 

recommendations may be accepted OR REJECTED in full or in 

part by the director. 

NEW SECTION. Section 28. Acquisition, control, or 

merger of a health maintenance organization. (1) Except as 

provided in 33-2-1106 and subsection (2), no person may 

tender for, request, or invite tenders of, or enter into an 

agreement to exchange securities for or acquire in the open 

market or otherwise, any voting security of a health 
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maintenance organization or enter into any other agreement 

if, after the consummation thereof, that person would, 

directly or indirectly, or by conversion or by exercise of 

any right to acquire, be in control of the health 

maintenance organization. 

(2) No person may enter into an agreement to merge or 

consolidate with or otherwise to acquire control of a health 

maintenance organization, unless, at the time any offer, 

request, or invitation is made or any agreement is ente~ed 

into, or p~ior to the acquisition of the securities if no 

offer or agreement is involved, the acquiring person has 

filed with 

maintenance 

the commissioner 

organization 

and has sent to the health 

information required by 

33-2-1104(2) and the commissioner has approved the offer, 

request, invitation, agreement, or acquisition pursuant to 

33-2-1105. 

NEW SECTION. Section 29. Dual choice. t%t-Baeh-p~hlie 

er-private-emp%oyer-±n-th±s-state-that-emp%oys-not-iess-than 

~5--empToyeee-and-o£fers-~ts-empTorees-a-health-bene£±t-p%an 

and-eaeh-empioyee-bene£it-fand-in-this-state-that-o~~ers-its 

members-any-ferm-ef-disabiTity-±ns~rance-henefit-shall--make 

available--to--and--inform--ite--empleyees-or-members-ef-the 

opt±on--to--enro%1--in--at--least--one--heaith---maintenance 

orqanization--hoiding--a-vaiid-eertif±eate-o£-a~thority-that 

provides-health-eare-serviees-in--the--geographie--areas--in 
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vhich--a--s~bstafttia%--n~ber--ot--t~e--emp~eyees-or-members 

res~~e.-xr--there--±s--a--prevailin~--eo%%eeti•e--bargaining 

agreement,---tfte---seieetien---ef---~he--hea%th--maintenanee 

erganizat±on-te-be-made-available-te-tfte-empleyees--m~st--be 

made-p~rsHant-to-the-a,reemento 

t2t An employer in this state THAT OFFERS ITS 

EMPLOYEES THE OPTION TO ENROLL IN A HEALTH MAINTENANCE 

ORGANIZATION AND AN EMPLOYEE BENEFIT FUND IN THIS STATE THAT 

OFFERS ITS MEMBERS THE OPTION TO ENROLL IN A HEALTH 

MAINlENANCE ORGANIZATION may not be required to pay more for 

health benefits as-a--resHit--ef--the--app~ieation--of--this 

seetien PROVIDED B¥ THE HEALTH MAINTENANCE ORGANIZATION than 

it would otherwise be required to provide by any prevailing 

collective bargaining agreement or other contract for the 

provision of health benefits to it~ employees, if the 

employer or benefits fund pays to the health maintenance 

organization chosen by each employee or member an amount 

equal to the lesser of: 

tat1!l the amount paid on behalf of 

employees or members of health benefits; or 

its other 

thtill the health maintenance organization's charge 

for coverage approved by the commissioner pursuant to 

[section 8). 

Section-39.--sectio~--33-~~-%%%,--M€A,--is--amended--to 

reeod-:-
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•33-~i-~%%.--Pe%icies-to-provide-fer-freedea-e£--eheiee 

e£-praetitioners----prefessionai-praetiee-not-en%arged~--t%t 

A%% Bxeept--as--provided--in--fsee~~ofts--%-ehro~!h-i9i7-a%% 

po%ieies--of--disabiiity--ins~rance7--ine%~dinq--individttai7 

grottpT--and--hiaftket-poiieies,-and-ali-policies-insttring-the 

payment-e£-ee•pensation-ttnder-the-Wer~ers~-eoapensation--Aet 

shai%--provide-the-insttred-shai%-have-fttli-freedom-o£-ehoice 

in-the-seleetien-ef-any-d~%y--iic~nsed--physieian7--den~ist7 
e~teepaen,-----ehiropr~etorT----optoaetrise,----eftirepedist7 

psyeho~ogise,-iic~naed-soeiai-worker7-or-n~rse-speeia%ist-a~ 

speeificaiiy-risted-in-3T-8-~9~-rer-trea~ment-ef-any-illftea~ 

or-inj~ry-witftin-tfte-scepe-and-%imitations-ef-ftis--preetieeT 

Hhenever--s~eh-peiieiea-insHre-aqainst-the-expenae-of-drttgs7 

the-inattred--shal%--have--ftti%--freedom--of--choiee--ift--the 

seieetieft--of--any--dttiy-licensed-and-registered-pharmacist. 

An-insurer-sfta%%-effer,-at-additioftal-cest-to--the--insttred7 

the--option--of-disabi%ity-and-hea%th-insttrance-eoverage-fer 

services-performed-by-a-%icensed-professiona%-co~nseiora 

tit--Nothing-in-this--seetion--sha%%--be--eonstrtted--as 

eniarging--the--scope--and-limitations-o£-praetiee-o£-any-of 

the-lieensed-professions-enttme~ated-in-subseetion--tltt--nor 

sha%%--this--section--be-constr~ed-as-amending7-alterin97-or 

repealing-any-stattttes-reiating-to-the-licensing-or--ttse--of 

hoepitais.u 

Seetion-3±T--Seetion-%~-~-59i,-MeA,-is-amended-to-read~ 
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1 •1~-~-58i~--st:at:ttt:ery--apprepriatiefts-----defiftitieft--- 1 tltt--%5-1'8-l:&h 

2 re~~~stees-for-vaiidiey.--ttt-A-ata~~tory--apprepr~atten--is 2 tl:t--%6-l:-484~ 

3 an--apprepriatieft--mad~--by--permanent--Zaw--tftat-a~tftorize~ 3 t•t--l:6-l:-4l:6~ 

4 spending-by-a-state-ageney-vitfte~t-the-need-fer--a--biennia± 4 tftt--l:6-l:-4H~ 

5 ±egis±ative-apprepriatien-er-budget-amendment. 5 tet--t'l'-3-iH!; 

6 tit--Bxcept--as--previded--in--subseetion--t4t7--to--be 6 tpt--H-5-464-;-

7 effeetive7-a-statutory-appropriatien-m~et-eeap%y--with--both 7 tqt--H-S-4i4~ 

8 o£-the-fo±iowin~-provisions~ 8 trt--H-5-884'1 

9 tat--~he-iaw-eontaining-the-statutory-authoritJ-•~st-be 9 tst--19-8-584~ 

10 %isted-in-aubseetion-t3t• 10 tt:t--l:9-9-'l'8i~ 

11 tbt--~he--%aw--or-pertien-ef-tfte-%aw-meking-a-statueory 11 tttt--19-9-1881'~ 

12 apprepriatien--m~st--speeifieally--state--that--a--stat~tery 12 tYt--t9-1&-z857 

13 appropriation-is-m~e-as-pre•±ded-in-this-section~ 13 twt--l:9-l:8-385;-

14 t3t--~fte--following--laws--are-tfte-en%y-%aws-eontain±ng 14 txt--19-HI-586~ 

15 statHtery-apprepriat±ens• 15 tyt--l:9-H-5l:i;-

16 tat--z-9-z&i;- 16 t"t--l:9-H-5l:3;-

17 tbt--i-11'-%85;- 17 taat-19-H-686;-

18 tct--z-18-8%i7 18 tbbt-l:9-l:i-38l:;-

19 tdt--z8-3-i837 19 teet-l:9-l3-664;-

20 tet--19-3-31i~ 20 tddt-i8-6-496;-

21 tft--19-3-3147 21 teet-z9-8-l:l:l:;-

22 tgt--l:9-4-3&z;- 22 tHt-i3-5-6l:i~ 

23 tht--13-31-3847 23 fggt-tseet:ieft-1'l't;-

24 tit--15-31-'l'9z;- 24 thht-tseet:ieft-zzt;-

2S t;t--15-36-iii;- 25 tggtfiit-31'-51-581~ 
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~hhtiiit-S3-i4-i86~ 

tiit~-~S-l-1181~ 

tjjtf!!!-TS-T-385~ 

t~~t~-88-i-±83~ 

tiit~-a9-i-iiB~ 

tmmt~-99-3-391~ 

tnntt22±-98-3-38i~ 

toottgg±-98-15-193;-and 

tppt~-SeeT-l3,-HB-a6l,-bT-l985T 

t4t--~here-i~-a--stat~tory--appropriation--to--pay--the 

principeir-ifttere~t,-premiumsr-and-eo~ts-o£-issuing,-paying7 

a~d-seedring-all-bond~r-netes,-or-other-obligetien~,-as-d~e7 

that-ha¥e-been-a~thorized-and-ieetted-pursuant-to-the-laws-cr 

Montanao---A~eneiee---that---have--entered--inte--a~reements 

a~thorized--by--the--laws--e£--Montana--to--pay--the---etate 

treasarer,--for--deposit-in-aeeordanee-with-l~-~-l6i-throu9h 

l~-~-l87 7-as-determined-by-the-state--treas~rer7--an--amount 

su££±eient--to--pay-the-p~~~e~pai-aftd-i~terest-as-due-oa-the 

boftds-or-ftotes-ha•e-8tat~tory--appropr~atio~--atltherity--for 

stteh-pe:yaent!!loll 

SECTION 30. SECTION 17-7-502, MCA, IS AMENDED TO READ: 

"17-7-502. Statutory appropriations -- definition 

requisites for validity. (1) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending 

by a state agency without the need for a biennial 

-61- SB 353 

1 

2 

3 

4 

5 

6 

7 

a 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0353/03 

legislative appropriation or budget amendment. 

(2) Except as provided in subsection (4), to be 

effective, a statutory appropriation must comply with both 

of the following provisions: 

(a) The law containing the statutory authority must be 

listed in subsection (3). 

(b) The law or portion of the law making a statutory 

appropriation must specifically state that a statutory 

appropriation is made as provided in this section. 

(3) The following laws are the only laws containing 

statutory appropriations: 

(a) 2-9-202; 

(b) 2-17-105: 

(C) 2-18-a12; 

(d) 10-3-203; 

(e) 10-3-312; 

(f) 10-3.-314; 

(g) 10-4-301; 

(h) 13-37-304' 

( i) 15-31-702; 

( j) 15-36-112; 

(k) 15-70-101; 

(1) 16-1-404; 

(m) 16-1-410; 

(n) 16-1-411: 
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1 (0) 17-3-212; 

2 (p) 17-5-404; 

3 (q) 17-5-424; 

4 (r) 17-5-804; 

5 (s) 19-8-504; 

6 (t) 19-9-702; 

7 (U) 19-9-1007; 

8 (V) 19-10-205; 

9 (W) 19-10-305; 

10 (X) 19-10-506; 

11 (y) 19-11-512; 

12 ( z) 19-11-513; 

13 (aa) 19-11-606; 

14 (bb) 19-12-301; 

15 (CC) 19-13-604; 

16 (dd) 20-6-406; 

17 (ee) 20-8-111; 

18 (ff) 23-5-612; 

19 !99) (section 17 I; 

20 !hh) (section 22); 

21 t~~tl!ll 37-51-501; 

22 thhtiiil 53-24-206; 

23 tiit~ 75-1-1101; 

24 t;;ti!!l 75-7-305; 

25 t~~t~ 80-2-103; 
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t%%t~ 80-2-228; 

tmmt1£21 90-3-301; 

tnntl££l 90-3-302; 

teet1gg1 90-15-103; and 

tppti£El Sec. 13, HB 861, L. 1985. 

SB 0353/03 

(4) There is a statutory appropriation to pay the 

principal, interest, premiums, and costs of issuing, paying, 

and securing all bonds, notes, or other obligations, as due, 

that have been authorized and issued pursuant to the laws of 

Montana. Agencies that have entered into agreements 

authorized by the laws of Montana to pay the state 

treasurer, for deposit in accordance with 17-2-101 through 

17-2-107, as determined by the state treasurer, an amount 

sufficient to pay the principal and interest as due on the 

bonds or notes have statutory appropriation authority for 

such payments." 

SECTION 31. 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 
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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 

chapter 7. 

(3) This code shall not apply to health service 

corporations to the extent that the existence and operations 

of such corporations are authorized by Title 35, chapter 2, 

and related sections of the Montana Code Annotated. 

1!J This code does not apply to health maintenance 

organizations to the extent that the existence and 

operations of such organizations are authorized by [sections 

1 through 29)." 

SECTION 32. SECTION 33-1-704, MCA, IS AMENDED TO READ: 

"33-1-704. Hearing procedure. (1) All hearings shall 

be open to the public unless closed pursuant to the 

provisions of 2-3-203. 

(2) The commissioner shall allow any party to the 

hearing to appear in person and by counsel, to be present 

during the giving of all evidence, to have a reasonable 

opportunity to inspect all documentary evidence and to 

examine witnesses, to present evidence in support of his 

interest~ and to have subpoenas issued by the commissioner 

to compel attendance of witnesses and production of evidence 

in his behalf. 
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(3) The commissioner shall permit to become a party to 

the hearing by intervention, if timely, any person who was 

not an original party thereto and whose pecuniary interests 

will be directly and immediately affected by the 

commissioner's order made upon the hearing. 

(4) Perms% Except as provided in [section 21], rules 

of pleading or evidence need not be observed at any hearing. 

(5) Upon written request seasonably made by a party to 

the hearing and at that person's expense, the commissioner 

shall cause a full stenographic record of the proceedings to 

be made by a competent reporter. If transcribed, a copy of 

such stenographic record shall be furnished to the 

commissioner without cost to the commissioner or the state 

and shall be a part of the commissioner's record of the 

hearing. If so transcribed, a copy of such stenographic 

record shall be furnished to any other party to such hearing 

at the request and expense of such other party. If no 

stenographic record is made or transcribed, the commissioner 

shall prepare an adequate record of the evidence and of 

proceedings." 

the 

NEW SECTION. Section 33. Codification instruction. 

Sections 1 through 29 are intended to be codified as an 

integral part of Title 33, and the provisions of Title 33 

apply to sections 1 through 29. 

NEW SECTION. Section 34. Severability. If a part of 
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1 this act is invalid, all valid parts that are severable from 

2 the invalid part remain in effect. If a part of this act is 

3 invalid in one or more of its applications, the part remains 

4 in effect in all valid applications that are severable from 

5 the invalid applications~ 

6 NEW SECTION. Section 35. Effective date 

7 applicability. ~his--aet-is SECTION 20 AND THIS SECTION ARE 

8 effective on passage and approval and. THIS ACT appli '3 to 

9 health maintenance organizations formed before or after the 

10 effective date of this act. 

-End-
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STANDING COMMITTEE REPORT 

HOUSE MARCH 2,_,6~~~~. 19~ 

Mr. Speaker: We, the committee on BUSINESS AND LABOR __ __ 

report ________ _ SENATE BILL NO. 353 

D do pass 
0 do not pass 

~ be concurred in 
lJ be not concurred in 

XJ as amended 
0 statement of intent attached 

_ ___h~ 
AMENDMENTS AS FOLLOWS: 

11 Title, line 7 
Following: •33-22-111• 
Insert: •17-7-502," 

2) Paqe 10, line 18 
Strike: "for approval• 

31 Paqe 10, line 19 
Following: "[section a (7)]" 

REP. LES KITSELMAN Cha1rman 

Insert: 11
, however, nothing in this subsection deprives the 

health maintenance organization of its right to confi­
dentiality of any proprietary information and the 
commissioner may not disclose that proprietary informa­
tion to any other persona 

4) Paqe 13, line 1 
Following: Page 12, line 25 
·Insert: "(7) The commissioner may make reasonable rules 

exempting an insurer or health service corporation 
operating a health maintenance organization as a plan 
from the filing requirements of this section if infor­
mation requested in the application has been submitted 
to the commissioner under other laws and rules adminis­
tered by the commissioner." 

5) Paqe lll, line 3 
Following: 11may 11 

Insert: ",after notice and hearing, within 60 days." 

6) Page 18, line 4 
Following: •power" 
Insert: •under subsection (1) 'a}, (1) (b), or (1) (d)" 

7) Page 18, lines 10, 11, and 12 
Strike: lines 10 and 11 in their entirety and line 12 

through "commissioner. •• 

) 'II'~· REP. KITSELMAN will sponsor 

~ 1 
THIRD __ re.Jdulg cop~ ( ___ !!_LUE __ ) 

"' color 

') 

0 

0 
4~ 

8) Page 20, lines 18 and 19 
Following: "is 11 on line 18 

SENATE BILL NO. 353 
MARCH 26 

··Pa<;fif ·:z···af····6 ··· · 

Strike: the remainder of line 18 and line 19 in its 
entirety 

9) Page 23, line 1 
Following: 11 limits" 
Insert: "and coverage" 

10) Paqe 23, line 2 
Strike: ''33-22-703;" 

, •. a?. 

Insert: "Title 33, chapter 22, part 7, however, after the 
primary care physician refers an enrollee for treatment 
of and appropriate ancillary services for mental 
illness, alcoholism, or drug addiction, the health 
maintenance organization may not limit the enrollee to 
a health maintenance organization provider for the 
treatment of and appropriate ancillary services for 
mental illness, alcoholism, or drug addiction. 
( i) If an enrollee chooses a provider other than the 
health maintenance organization provider for such 
treatment and referral services, the enrollee's desig­
nated provider must limit his treatment and services to 
the scope of the referral in order to receive payment 
from the health maintenance organization. 
(ii) The amount paid by the health maintenance organ­
ization to the enrollee's designated provider may not 
exceed the amount paid by the health maintenance 
organization to one of its providers for equivalent 
treatment or services. 11 

11) Page 25, line 18, through page 26, line 2 
Following: Page 25, line 17 
Strike: lines 18 through 25 on page 25 and lines 1 and 2 on 

page 26 in their entirety 

12) Page 26, lines 3 and 4 
Strike: "a reasonable period" 
Insert: i'60 days'' 

13) Page 26, line 6 
Strike: ''or use a schedule of charges" 

14) Page 26, lines 7 and 8 
Following: "form" on line 7 
Strike: the remainder of line 7 and line 8 through 

"charges." 

Chairman. 
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15) Page 26, line 15 
Following: "any" 
Insert: "relevant" 

16) Page 29, line 24 
Strike: "A" 
Insert: "Except for a health maintenance organization 

operated as a plan by a health service corporation,. a" 
17) Page 39, line 10 
Following: "title" 
Insert: "or licensed as an enrollment representative under 

33-30-311 through 33-30-313" 

18) Page 41, lines 13 through 15 
Following: •organization" on line 13 
Strike: the remainder of line 13, line 14 in its entirety 

and line 15 through .. arrangements" 

19) Page 43, line 25 
Following: •[sectionJ] 
Insert: "and provided that such operation adversely affects 

the health maintenance organization • s ability to 
provide benefits and operate under the application 
approved by the commissioner" 

20) Page 47, line 21 
Strike: "quality• 
Insert: '"availability, accessibility, and continuity" 

21) Page 49, line 9 
Following: •$25" 
Insert: •; 

(d) for annual continuation of certificate of 
authority, $3QQ•• 

22) Page 49, lines 20 and 21 
Following : ''-!~ 11 on line 20 
Strike: the remainder of line 20 and line 21 in its 

entirety 
Insert: "Such fees are statutorily appropriated to the 

department of health as provided in 17-7-502aM 

23) Page 60, line 6 
Following: line 5 
Insert: "Section 30 a Section 17-7-502. MCA, is amended to 

read: 

... h ... .\~i;;;~,;;;~: 

. ) 

0 

0 

~~ 
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"17-7-502. Statutory appropriations -- definition -­
requisites for validity. (1) A statutory appropria­
tion is an appropriation made by permanent law that 
authorizes spending by a state agency without the need 
for a biennial legislative appropriation or budget 
amendment. 
(2) Except as provided in subsection (4), to be 
effective, a statutory appropriation must comply with 
both of the following provisions: 
(a) The law containing the statutory authority must be 
listed in subsection (3). 
tb) The law or portion of the law making a statutory 
appropriation must specifically state that a statutory 
appropriation is made as provided in this section. 
( 3) The following laws are the only laws containing 
statutory appropriations: 
(a) 2-9-202; 
(b) 2-17-105; 
(c) 2-18-812; 
(d) 10-3-203; 
(e) 10-3-312; 
(f) 10-3-314; 
(g) 10-4-301; 
(h) 13-37-304; 
(i) 15-31-702; 
(j) 15-36-112; 
(k) 15-70-101; 
(1) 16-1-404; 
(m) 16-1-410; 
(n) 16-1-411; 
(o) 17-3-212; 
(p) 17-5-404' 
(q) 17-5-424' 
(r) 17-5-804; 
(s) 19-8-504; 
(t) 19-9-702 
(u) 19-9-1007; 
(v) 19-10-205; 
(w) 19-10-305; 
(X) 19-10-506; 
(y) 19-11-512; 
(z) 19-11-513; 
(aa) 19-11-606; 
(bb) 19-12-301; 
(eel 19-13-604; 
(dd) 20-6-406' 

. LJ~Ch•.,m•n 
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(ee) 20-8-111; 
(ff) 23-5-612; 
( ) [section 17 ; 
(hh) [section 22 ; 
(ii) 37-51-501; 
( j j) 53-24-206; 
(kk) 75-1-1101; 
(11) 75-7-305; 
(mm) 80-2-103; 
(nn) 80-2-228; 
(oo) 90-3-301; 
(pp) 90-3-302; 
(qq) 90-15-103; and 
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(rr) Sec. 13, HB 861, L. 1985. 
{4) There is a statutory appropriation to pay the 

principal, interest, premiums, and costs of 
issuing, paying, and securing all bonds, notes, or 
other obligations, as due, that have been author­
ized and issued pursuant to the laws of Montana. 
Agencies that have entered into agreements author­
ized by the laws of Montana to pay the state 
treasurer, for deposit in accordance with 17-2-101 
through 17-2-107, as determined by the state 
treasurer, an amount sufficient to pay the princi­
pal and interest as due on the bonds or notes have 
statutory appropriation authority for such pay­
ments.'' 

Renumber: subsequent sections 

~J~-·c;;~ .. m,n. 

') 

0 

0 xX cm)J, 
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STATEMENT OF INTENT 

SB 353 - BLUE COPY 

AMENDMENTS AS FOLLOWS: 
l) Page 2 
Strike: lines 9 through 14 in their entirety 
Insert: ''Any rule promulgated by the commissioner in regard 

to advisory boards of health maintenance organizations 
must require the membership of those advisory boards to 
multidisciplinary representatives." 

~)~ 
Ch<i1rman. 


