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AND DUTIES OF , THE AUTHORITY

REQUIRING A HEALTH CARE RESOURCE MANAGEMENT PLAN; PROVIDIKG

FOR SIMPLIFICATION OF HEALTH CARE EXPENSES BILLING;

REQUIRING THE AUTHORITY TO CONDUCT A STUDY AND REPORT ON

LONG-TERM CARE; REQUIRING THE AUTHORITY TQ ESTABLISH HEALTH
PLANNING REGIONS AND BOARDS; PROVIDINC FOR THE POWERS AND
DUTIES OF REGIONAL BOARDS; REQUIRING THE ESTABLISHMENT OF A

UNIFIED HEALTH CARE DATA BASE;

PROVIDING FOR HEALTH

INSURANCE REFORM; TRANSFERRING TO THE AUTHORITY CERTAIN

FUNCTIONS OF THE DEPARTMENT AND BOARD OF HEALTH AND

SC1ENCES RELATING TO VITAL STATISTICS:

AMENDING SECTION 50-15-101, MCA; AND PROVIDING EFFECTIVE

DATES."

STATEMENT OF INTENT

A statement of legislative intent is required for this

bil)l because [section 10} requires the Montana health care

autheority to adopt rules establishing a maximum of five
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health care planning regions, to establish regional health

care planning boards within those regions, and to establish

a procedure for selection of regional board members. The

legislature intends that the rules establishing the heaith

care planning regions be based primarily upon the gecgraphic
health care referral patterns by which health care providers

refer patients to =specialists or larger health care

facilities. These rules should alsc consider communication

and transportation patterns and natural barriers to these
patterns. The rules establishing the boards must specify the
number of members, any

relevant gqualifications, and the

operations and duties of the boards and must provide for a
funding mechanism by grant from the authority. The procedure
for selection of the board members must provide for public
notice of the selection process.

A statement of intent is also required hecause |[section
12) requires the authority to adopt rules relating to the

unified health care data base. The authority's rules must

specify in comprehensive detail what information is reguired
to be provided by health care providers and the times at
which the information is to be provided. The rules must also

provide for audit procedures to determine the accuracy of

the filed data. The confidentiality provisions must be
consistent with other state laws governing the
confidentiality of public records, including medical
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records, and must apply to employees of the authority and to
others receiving or using records in the data base.

A statement of intent is alsc reguired because ([section
13] requires the commissioner of insurance to adopt rules
governing small employer group health plans. In determining
the basic benefits package, the commissioner shall make
objective determinations, supported by available data,
concerning the type of benefits required and shall determine

that the benefits to be required are cost-effective.

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

NEW_SECTION. Section 1. Montana health care authority
-- allocation -~ membership. (1) There is a Montana health
care authority.

(2) The authority 1is allocated to the department of
health and environmental sciences for administrative
purposes as provided in 2-15-121.

(3) The authority consists of five voting members
appointed by the governor as follows:

{a) Within 30 days of {the effective date of this
section], the majority and minority leader of the house of
representatives shall select an individual with recognized
expertise or interest, or both, in health care. The majority
and minority leader and the person selected by them shall

nominate by majority vote five individuals for appointment
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to the authority.

{b} Within 30 days of [the effective date of this
section], the majority and mwminority leader of the senate
shall select an individual with recognized expertise or
interest, or both, in health care. The majority and minority
leader and the person selected by them shall nominate by
majority vote five individuals for appointment to the
authority.

(c) Within 90 days of |[the effective date of this
section], the governor shall appoint from those nominated
under subsections (3)(a) and (3)(b) five individuals to the
authority.

(4) A vacancy must be filled in the same manner as
original appointments under subsection (3), except that one
individual must be selected under subsection (3)(a) and one
under subsection (3)}{(b). The governor shall appoint from
those nominated the individual to f£ill the vacancy.

(5) The presiding officer of the authority must be
elected by majority vote of the voting members. The initial
presiding cfficer must serve a 4-year term.

(6) Members serve terms of 4 years, except that of the
menbe?s initially appointed, two members serve 4-year terms,
two members serve 3-year terms, and one member serves a
2-year term, to be determined by lot.

(7) The directors of the department of social and

-~
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rehabilitation services and the department of health and
environmental sciences are nonvoting, ex-officio members of

the authority.

NEW SECTION. Section 2. pefinitions. For the purposes
of [sections 2 through 13}, the following definitions apply:

(1) "Authority" means the Montana health care authority
created by [section 1],

(2) "Board" means one of the regional health care
planning boards created pursuant to [section 10],

(3} "Data base" means the unified health care data base
created pursuant to [section 12].

(4) T"Health care facility" means all facilities and
institutions, whether public or private, proprietary or
nonprofit, that offer diagnesis, treatment, and inpatient or
ambulatory care to two or more unrelated persons. The term
includes all facilities and institutions included in
50-5~101(19). The term does not apply to a facility operated
by religious groups relying solely on spiritual means,
through prayer, for healing.

(5) *“Health insurer® means any health insurance
company, health maintenance organization, insurer providing
disability insurance as described in 33-1-207, and, to the
extent permitted under federal law, any administrator of an
insured, self-insured, or publicly funded health care

benefit plan offered by public and private entities.
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{6) "Health care provider* or “provider" means a person
who is licensed, certified, or otherwise authorized by the
laws of this state to provide health care in the ordinary
course of business or practice of a profession.

{7) "Management plan" means the health care resource
management plan required by [section 6].

(8) "Region" means one of the health care planning
regions created pursuant to [section 10].

(9) "Statewide plan" means one of the statewide
universal health care access plans for access to health care

required by [section 4].

NEW SECTION. Section 3. administration of health care
authority —-- reports -- campensation. (1) The authority
shall employ a full-time executive director who shall
conduct or direct the daily operation of the authority. The
executive director is exempt from the application of
2-18-204, 2-18-205, 2-18-2017, and 2-18-1011 through
2-18-1013 and serves at the pleasure of the authority. The
executive director shall pfepare plans and options for
consideration by the authority and implement plans as
directed by the authority,

(2) The authority may employ professional and support
staff necessary for the conduct of the business of the

authority and the business of the boards and may employ

consultants for Lhe provision of services necessary to

-6_
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fulfill the duties of the authority under [sections 2
through 13}.

(3) The authority shall report to the legislature and
the governor at least twice a year on its progress since the
last report in fulfilling the requirements of [sections 2
through 13). Reports may be provided in a manner similar to
53-11-210 or in another manner determined by the authority.

(4) Members of the authority must be paid and
reimbursed as provided in 2-15-124,

(5) The authority shall make grants to the boards for
the operaticn of the boards. The authority shall provide for

uniform procedures for grant applications and budgets of the

boards.

NEW SECTION. Section 4. statewide universal health
care access plans required. On or before October 1, 1954,
the authority shall submit a report to the legislature that
contains the authority's recommendation for a statewide
universal health care access plan based on a single payor
concept and a recommendation for a statewide universal
access plan based on a regulated multiple payor concept,
Each satatewide plan must guarantee access to health care
services for residents of Montana by making available a
uniform system of health care benefits. Each statewide plan
must contain the features required by this section and

[sections 5 through 8}.
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NEW SECTION. Section 5. Cost containment. (1) The
statewide plans must contain a cost containment component.
Except as otherwise provided in this section, each statewide
plan must establish a target for cost containment so that by
1999, the annual average percentage increase in statewide
health care costs does not exceed the average annual
percentage increase in the gross domestic product, as
determined by the U.S. department of commerce, for the S
preceding years.

(2) The authority may modify the target required 1in
subsection (1) to take into account such factors as
population increases or decreases, demographic changes,
costs beyond the control of health care providers, and other
factors that the authority considers significant.

(3) The authority shall include the following features
in the cost containment component:

(a) global budgeting for all health care spending;

(by a ‘system for limiting demand of health care
services and controlling unnecessary and inappropriate
health care. The system may include prioritization of
services that allows for consideration of an individual
patient's prognesis,

(c} a system for reimbursing health care providers for
services and health care items. The reimbursement system

must provide that all payors, public or private, pay the

_8_



Y-

10
11
12
13
14
15

16

17
18
19
20
21
22
23
24

25

LC 0144,01

same rate for the same health care services and items and
that reimbursement for services is based predominantly upon
the health care service provided rather than upon the
discipline of the health care provider.

(d) a methed of monitoring compliance with the target
required in subsection (1}

(e) expenditure targets for health care providers;

{f) disincentives for exceeding the targets established
pursuant te subsection (3)(e), including reduction of
reimbursement levels in subsequent years;

(g) reimbursement of health care providers and health
care facilities that is based upon negotiated annual budgets
or fees for services; and

{h) a plan by the authority, health care providers, and
health care facilities to educate the public concerning the

purpose and content of the statewide plans,

NEW _SECTION. Section 6. BHealth care resaurce
management plan. (1) Each statewide plan must contain a
health care resocurce management plan. The management plan
must provide for the distribution of health care resources
within the regions established pursuant to [section 10] and
within the state as a whole, consistent with the principles
provided in subsection (2).

{2) The management plan must:

{a) be prepared by the authority after consideration of
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regional management plans submitted to the authority
pursuant to {section 11];

{(b)  allow the authority to address individual needs of
each region, including such matters as the needs of Indian
tribes within the region, population increases or decreases,
and cther democgraphic factors that the authority considers
significant;

{c) include incentives to improve access to health care
in underserved areas, including:

(i) a system by which the authority may identify
persons with an interest in becoming health care
professionals and provide or assist in providing health care
education for those persons; and

(ii) tax credits and other financial incentives to
attract and retain health care professionals in underserved
areas;

(d) include incentives to improve access to and use of
preventive care; primary care services, including mental
health services; and community-based care;

(e) include incentives for healthy lifestyles; and

() be biennially reviewed by the authority and be

amended as necessary.

MEW SECTION. Section 7. gealth care billing
simplification. (1)} Each statewide plan must contain a

component providing for simplification and reduction of the
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costs associated with health care billing. In designing this
component, the authority may consider:

(a) conversion from paper health care c¢laims to
standardized electronic billing;

{b) creating a claims clearinghouse, consisting of a
state agency or private entity, to receive claims from all
health care providers for compiling, editing, and submitting
the claims to payors; and

(c) requiring use of uniform claim forms and uniform
reporting of health care information.

{2) The health care billing component must include a
method to educate and assist health care providers and
payors who will use any health care billing simplification
system recommended by the authority.

(3) The billing component must provide a schedule for a
phasein of ary health care billing simplification system
recommended by the authority. The schedule must relieve
health care providers, payors, and consumers of undue
burdens in using the system.

NEW SECTION. Section 8. oOther matters to be included
in statewide plans. (1) The statewide plans recommended by
the authority must include:

{a) stable financing methods, including sharing of the
costs of health care by health care consumers on an

ability-to-pay basis through such mechanisms as copayments
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or payment of premiums;

(b) a procedure for evaluating the gquality of health
care services;

{c) public education concerning the statewide plans
recommended by the authority; and

(d) phasein of the various components of the plans.

(2) (a) In order to reduce the costs of defensive
medicine, the authority shall:

{i) conduct a study of tort reform measures, including
limitations on the amount of noneconomic damages, mandated
periodic payments of future damages, and reverse sliding
scale limits on contingency fees; and

(ii) propose any changes, including legislaticon, that it
considers necessary, including measures for compensating
victims of tortious injuries.

(b} As part of its study, the authority may consider
changes in the Montana Medical Legal Panel Act.

(c} The recommendations of the authority must be
included in its report containing the statewide plans.

{3} The authority shall conduct a study of the impacts
of federal and state antitrust laws on health care services
in the state and make recormendations, ineluding
legislation, to address those laws and impacts. The
authority shall include in its plans legislation that will

enable health care providers or consumers, or both, to

-12-
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negotiate and enter into agreements when the agreements are
likely to result in lower coste or in greater access or
quality than would otherwise occur in the competitive
marketplace. In proposing appropriate legislation concerning
antitrust laws, the authority shall provide appropriate
conditions, supervision, and regulation to protect against
private abuse of economic power.

{4) The authority shall apply for waivers from federal
laws necessary to implement recommendations of the authority
enacted by the legislature and to implement those

recommendations not requiring legislation.

NEW SECTION. Section 9. Long-term care study and
recommendations. The authority shall conduct a study of the
long-term care needs of state residents and report to the
public and the legislature the authority's recommendations,
including any necessary legislation, for meeting those
long-term care needs. The report must be available to the
public on or before September 1, 1996, after which the
authority shall conduct public hearings on its report in
each region established under [section 10). The authority
shall present its report to the legislature on or before

January 1. 1997.

NEW SECTION. Section 10. Bealth care planning regions
and regional planning boards created -- Bmelection --

membership. (1) The authority shall by rule establish within
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the state a maximum of five health care planning regions
that consist of counties or parts of counties, or both.
Regions must be established based principally upon the
geographic health care patterns of referral by which health
care providers refer patients to specialists of health care
facilities for more complex care. Each area of the state
must be part of a region.

(2) Within each region, the board shall establish by
rule a reqgional health care planning board. Each board must
have five members and must include individuals who are
health care consumers and individuals who are recognized for
their interest or expertise, or both, in health care.

{3) The authority shall, within 30 days of appointment
of its members, propose by rule a procedure for selecting
members of boards. The authority shall select five members
for each board within 180 days of appointment of the
authority, using the selection procedure adopted by rule
under this subsection. Vacancies on a board must be filled
by using the authority's selection process.

(4) Regional board members serve 4-year terms, except
that of the board members initially selected, one member
serves for 2 years, two members serve for 3 years, and two
members serve for 4 years, to be determined by lot. A
majority of each regional board shall select a presiding

officer. The presiding officer initially selected must serve

-14-
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a 4-year term. Board members must be compensated and

reimbursed in accordance with 2-15-i24.

NEW SECTION. Section 11. Duties of boards. A wvoard
shall:

(1) meet at the time and place designated by the
presiding cfficer, but not less than guarterly;

(2) submit an annual budget and grant application to
the authority at the time and in the manner directed by the
authority:

(3) adopt nrocedures governing its meetings and other
aspects of its day-to-day operations as the board determines
necessary;

{4) westablish a process to determine health care needs
of the region;

(5) advise the authority .concerning all health care
needs of the region relating to the creation and
implementation of the statewide plan;

(6} submit tc the authority a regional management plan
providing for allocation of health care rescurces within the

cegion, including allocation of rescurces in underserved

areas;

(7) estali:ish a merhansm for wPtermining and
considering the health care aeeds of [naias tribdes within
th= Teoion; and

(8) conduct at  “east «ane  anrual putlic heariag to
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provide for public participation in the development of the

regional management plan.

NEW SECTION. Section 12. Bealth care data base -~
informat ion submitted -- enforcement. (1) The authority
shall develcp and maintain a unified health care data base
that enables the authoriry, on a statewide basis, to:

(a) determine the distribution and capacity of health
care resources, including health care facilities, providers,
and health care services;

(b} identify health care needs and direct statewide and
regional health care policy to ensure high-guality and
cost-effective health care;

{¢) conduct evaluations of health care nmnrocedures and
health care protacols; and

(d) compare costs of various health care procedures in
one location of providers and health care facilities with
the costg of the same procedures in other locations of
providers and health care facilities.

{2) The authority shall by rule require health caie
ptoviders, health insurers, and health care facilities,
private entities, and entities of state and local
s vernments to file <ith the authouriiy tue .eports, data,
¢ hedules, Btatisticvs and other infrimation determined by
the authority to be necessary to fulfill the purposes of the

data mpase gproviied in subsection (1), Material to be filed
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with the authority may include health insurance claims and
enrollment information used by health insurers.

(3) The authority may issue subpoenas for the
production of informaticn required under this section and
may issue subpoenas for and administer oaths tao any persan.
Noncompliance with a subpoena issued by the authority is,
upon application by the authority, punishable by a district
court as contempt pursuant to Title 3, chapter 1, part 5.

(4) The data base must:

{a) use unigue patient and provider identifiers and a
uniform coding system identifying health care services; and

(b) reflect all health care utilization, costs, and
resources in the state and the health care utilization and
costs of services provided to Montana residents in another
state.

(5) Information in the data base reguired by law to be
kept confidential must be maintained in a manner that does
not disclose the identity of the person to whom the
information applies.

(6) The authority shall adopt by rule a confidentiality
code to ensure that information in the data base |is
maintained and used according to state law governing
confidential health care information.

(7} The duties of the authority under this section may

not be construed to allow the authority to use the data base
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to manage a corporate health care facility in a manner that
usurps the appropriate powers of the board of directors of
the facility.

NEW SECTION. Section 13. Small employer group health
insurance refora. (1) As used in this section, the following
definitions apply:

{a) "Health plan"” or "plan" means the plan specified in
the rules adopted pursuant to subsection (2).

{b) "Person" means an individual, corporation, firm,
partnership, sole proprietorship, or other business entity.

(c) "Small employer" means a person employing at least
3 but not more than 25 employees.

{2) The commissioner of insurance shall adopt rules
specifying the health care benefits to be included in health
care plans offered by small employers.

(3} A health insurer who offers a health plan to a
small employer in Montana shall offer the same health plan
to other small employers in Montana and shall allaow
continuous open enrcllment in that plan,

(4) A health insurer who offers a health plan may not
limit preexisting conditions for a period longer than &6
months after the effective date of coverage under the plan.

{5) A health insurer may not cancel, refuse to issue,
or refuse to renew coverage under a health plan for any

reason other than nonpayment of premiums or fraud or

_18_
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material misrepresentation by the insured in Lhe application
for coverage under the plan.

(6) A health insurer shall provide notice to an insured
of the terms of renewal of coverage under a health plan at
least 10 days before the expiration of the coverage. The
terms wupon which coverage under the plan is offered to the
insured for renewal may not be any less favorable, with
respect to all provisions, including benefits but excluding
premium rates and minor administrative changes, than the
terms of the coverage about to expire.

(7) A health insurer may not charge a higher premium
for renewal of coverage under a health plan than for initial
coverage under the same plan.

{8) A health insurer shall renew coverage under a
health plan for not less than 12 months.

{(9) A health insurer may not require an insured or a
person applying for coverage under a health plan with that
insurer to comply with limitations in a health plan
concerning preexisting conditions if that insured or person
has previously satisfied preexisting condition requirements
of another health insurance policy or plan offering
substantially similar benefits.

(10) Except as provided in subsection (11l), all health
insurers shall establish a single rating scheme that is

applied consistently for health plans and dces not
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discriminate between persons as to the amount of the premium
based upon differences in sex, health status, employment, or
geographic lccation,

{li) {a) The commissioner of insurance shall adopt by
rule standards and a procedure to allow health insurers to
use one or more risk classifications in establishing their
rating system. The rating system may not contain a rate
spread greater than 30% of the median rate or less than 30%
of the median rate.

(b) The commissioner shall phase in the requirements of
subsection (10) and this subsection as the commissioner
considers appropriate.

(c¢) By July 1, 1995, a premium rate may not exceed 125%
of the premium rate for the least expensive group.

(12) On [6 months from the effective date of this
subsection] the commissioner of insurance shall adopt rules
implementing this section. The rules adopted by the
commissioner become effective on {1 year from the effective

date of this subsection].

NEW SECTION. Section 14. vital statistics tranaferred
to authority. (1) The functions of the board of health and
environmental sciences and the department of health and
environmental sciences contained in Title 50, chapter 15,
concerning vital statistics are transferred to the Montana

health care authority created in [section 1].

-20~
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(2) The code commissioner shall change references to
"department of health and environmental sciences"” or
"department” (of health and environmental sciences) and
“board of health and environmental sciences" or "board" (of
health and environmental sciences) to "authority” and shall
make other changes in grammar consistent with the purpose of

this section.

Section 15. section 50-15-101, MCA, is amended to read:

*50-15-101, Definitions. Unless the context requires
otherwise, in parts 1 through 4 the following definitions
apply:

(1) "Board Authority"” means the board--ef--heaith--and

enyvironmentai---seiencea Maontana health care authority

provided for in 2-35-2364 {section 1].

{2) "“pead body" means a lifeless human body or parts of
a body from which it reasonably may be concluded that death
occurred recently.

+3)--%“Pepartmentt--means--the--department--of-heatth-and
environmentai-sciences-provided-for-in-Pitie-2;-chapter—-157
pare-2<

t43+({3) “Dissolution of marriage" means a marriage
terminated pursuant to Title 40, chapter 4, part 1.

t9¥(4) “"Fetal death” means a birth after 20 weeks of
gestation, or before 20 weeks of gestation if the fetus

weighs more than 500 grams at the time of delivery, that is
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not a live birth.

t6¥(5) "Invalid marriage" means a marriage decreed by a
district court to be invalid for the reasons contained in
40-1-402.

¢#3(6) "Live birth" means the birth of a child who
shows evidence of 1life after being entirely outside the
mother.

t8¥(7) "Local registrar"” means a person appointed by
the department to act as its agent in administering this
chapter in the area set forth in the letter of appointment.

t9%(8) “"Person in charge of interment" means a person
who places or causes to be placed a dead body or the ashes
after cremation in a grave, vault, urn, or other receptacle
or otherwise disposes of the body.

t36¥{9) “Physician" means a person leqgally authorized
to practice medicine in this state.

€x¥¥(10) “Viral statistiecs" includes the registration,
preparation, transcription, collection, compilation, and
preservation of data pertaining to births, adoptions,
legitimations, deaths, fetal deaths, marital status, and

incidental supporting data."

NEW SECTION. Section 16. Effective dates. (1)
[Sections 1 through 12, 13(10) through (12}, 14, 15, and
this section) are effective on passage and approval.

(2) ([Section 13{(1) through (9)] is effective [l year
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from the date of passage and approval of this act],

NEW SECTION. Section 17. codification instruction. (1)
[Section 1] is intended to be codified as an integral part
of Title 2, chapter 15, and the provisions of Title 2,
chapter 15, apply to (section 11}.

(2) [Sections 2 through 13] are intended to be codified
as an integral part of Title 50, and the provisions of Title
S0 apply to [sections 2 through 13].

-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 SB§28%, as introducegd,

DESCRIPTION OF PROPOSED LEGISLATION: An act providing for universal health care access, health care planning and cost

containment; creating the Montana Health Care Authority, providing for the powers and duties of the authority; requiring a
statewide universal health care access plan; requiring a health care resource management plan; providing for pimplification
of health care expenses billing; requiring the authcrity to conduct a study and report on long-term care; requiring the
authority tao establish health planning regions and boards; providing for the powers and duties of regional boards; requiring
the establishment of a unified health care data base; providing for health insurance reform; and transferring to the
authority certain functions of the department and board of health and environmental sciences relating to vital statistics.

ASSUMPTIONS :
Montana Health Care Authority

1.

@ an e

10.

During the 1995 biennium, the Montana Health Care Authority (MHCA) will focus predominately on development of a health
care database, analysis of patterns of health care utilization and cost, policy development, and development of
specific health plans for presentation to the 1995 legislative seseion.

Development of the organization structure necessary to fulfill the responsibilities of the MHCA will occur as soon as
possible after passage of the bill. The executive director and board secretary will be hired as soon as possgible upon
passage.

Due to the complexity of health care issues, the MHCA will require significant technical assistance on a wide variety
of issues impacting the different sectors of health care including the general field of medicine, health care reform,
legal ramifications of medical malpractice issues, substantial actuarial data collection and analysis, medical
technology, and complex health data system. In order to give the MHCA the flexibility to analyze the staffing needs
of the Authority and identify those services that could most efficiently be provided through contracts, the majority
of funds are allocated to operating expenses with the understanding that the MHCA would have the option to hire such
staff as deemed necessary and appropriate.

The five appointed members of the Health Care Authority gerve as volunteers and are not state employees.

There will be five regional boards. All regional board members are volunteers and are not state emplcyees.

The MHCA and regional boards will conduct at least six meetings per year during the first two years.

Travel and per diem for regional boards is included in the cperating expenses of the MHCA.

It is anticipated that grant funds from the Robert Wood Johnson Foundation will be available to assist the MHCA in the
development of the statewide health care database.

To the extent that MHCA activities are directly related to the state’s Medicaid program, such expenditures could be
matched for federal funds at a ratio of 50¥% state and 50% federal funds.

The Vital Statistics Bureau will be transferred intact to the Health Care Authority. Existing bureau expenditures and
revenues will remain, but are not included in this fiscal note. If the Vital Statistics Bureau were physically moved
there would be costs related to that move we are unable to estimate.

(Continued)
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Fiscal Note Reguest SB028S, as introduced
Form BD-15 page 2
{continued)

State Auditor’'s Qffice

1.

2.
3.
4.

The Insurance Commissioner will adopt rules for benefit plans.
The Insurance Commissioner will review rates.

The Insurance Commissioner will adopt rules for risk classification and rating.
Staff will not be hired until the start of FY94 even though part of the bill‘’s resposibilities are initiated upon

passage and approval. Two FTE would be hired; one Grade 15 @ $32,817/year and an actuary @ $74,400/year.

FISCAL IMPACT:

FY ‘94

Montana Health Care Authority Current Law Propoged Law Difference
FTE 0 2.00 2.00
Personal services ] 93,821 93,921
Operating expenses ] 656,079 656,073

Total 0 750,000 750,000
Expenditures:
General Fund* Q 750,000 750,000

-

FY ‘94
State Auditor’'s Office Current Law Propcosed Law Difference
Perscnal Services 0 $107,217 $107,217
Operating Costs 0 35,600 35,600
Equipment _o 2,568 2,568
Tctal Q 5145, 385 $145,385

Ignores potential use of federal and foundation funds per assumptions 8 and 9.

FY 'S5

Current Law Proposed Law Difference
0 2.00 2.00

0 93,521 93,521

0] 656,073 656,079

0 750,000 750,000

0 750,000 750,000

FY '35

Current Law Proposed Law Difference
0 $107,217 $107,217

] 35,600 35,600

0 _0 0

0 $142,817 $142,817

In order to implement this bill, additional general fund expenditures in the amount of $145,385 and $142,817 will be
required in the coming biennium.

TECHNICAL ROTES:

Revenues and expenditures related to the Vital Records and Statistics Bureau will be incorporated into the Health Care
Authority. These figures are not included under fiscal impact.
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STATE OF MONTANA - FISCAL NCTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for SB0285, third reading.

DESCRIPTION OF PROPOSED LEGISLATION: An act providing for universal health care access, health care planning and cost
containment; creating the Montana Health Care Authority, providing for the powers and duties of the authority; requiring a
statewide universal health care access plan; reguiring a health care resource management plan; providing for simplification
of health care expenses billing; requiring the authority to conduct a study and report on long-term care; requiring the
authority to establish health planning regions and boards; providing for the powers and duties of regional beoards; requiring
the establishment of a unified health care data base; providing for health insurance reform; and transferring to the
authority certain functions of the department and board of health and environmental sciences relating to wvital statistics.

ASSUMPTIQNS :

Montana Health Care Authority

1. During the 1995 biennium, the Montana Health Care Authority (MHECA) will focus predominately on development of a health
care database, analysis of patterns of health care utilization and cost, policy development, and development of
specific health plans for presentation to the 1995 legislative sessicn.

2. Development of the organization structure necessary to fulfill the responsibilities of the MHCA will occur as scon as
possible after passage of the bill. The executive director and board secretary will be hired as socon as possible upon
passage.

3. Due to the complexity of health care issues, the MHCA will require significant technical assistance on a wide variety

of issues impacting the different sectors of health care including the general field of medicine, health care reform,

legal ramifications of medical malpractice issues, substantial actuarial data collection and analysis, medical

technolegy, and complex health data system. In order to give the MHCA the flexibility to analyze the staffing needs

of the Authority and identify those services that could most efficiently be provided through contracts, the majority

of funds are allcocated toc cperating expenses with the understanding that the MHCA would have the option to hire such

staff as deemed necessary and appropriate.

The five appointed members of the Health Care Authority serve as volunteers and are not state employees.

There will be five regional boards. All regional board members are volunteers and are not state employees.

The MHCA and regional boards will conduct at least six meetings per year during the first two years.

Travel and per diem for regicnal boards is included in the operating expenses of the MHCA.

It is anticipated that grant funds from the Robert Wood Johnson Foundation will be available to assist the MHCA in the

development of the statewide health care database.

To the extent that MHCA activities are directly related to the state’s Medicaid program, such expenditures could be

matched for federal funds at a ratio of 50% state and 50% federal funds.

10. The Vital Statistics Bureau will be transferred intact to the Health Care Authority. Existing bureau expenditures and
revenues will remain, but are not included in this fiscal note. If the Vital Statistics Bureau were physically moved
there would be costs related to that move we are unable to estimate.

(Continued)
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. Fiscal Note Request SBG285, third reading
Form BD-15 page 2
(continued)

State Auditor’s Office

11. The insurance commissioner will appoint a nine member Health Benefit Plan Committee July 1, 1993. They will conduct
meetings and recommend a basic and standard plan by Dec 31, 1993. The commissioner will adeopt plans by March 1, 1994.
12, The insurance commissioner will receive the required premium information from insurance companies by Sept 1, 1993 and

will appeint a nine member reinsurance board by Sept 15, 1993. This board will submit an operational plan for
reinsurance by March 15, 1994. The commissioner will adopt the plan by May 15, 1994.

13. The commissioner will adopt rules for rating practices and actuarial certification during FY94.

14. The commissioner will work with the Authority to design a uniform claim form (Section 10) and will adopt rules in FY9¢
to implement the form. Implementation will not occur during the 35 biennium,

15, The reinsurance plan will take effect July 1, 1994. The board will use its authority to borrow funds for initial

operations and to cover claims. Assessments will be made against premiums in an amcunt necessary to pay off the loan.
Therefore no general fund appropriation will be necessary to cover a loss or loan payment.

FISCAL IMPACT:

FY '94 FY 95

Montana Health Care Authority Current Law Propos Law Difference Current Law Proposed Law Difference
FTE 0 2.00 2.00 0 2.00 2.00
Perscnal services 0 93,921 93,921 0 93,3921 93,921
Operating expenses 0 656,079 656,079 0 656,079 €56,079

Total 0 750,000 750,000 0 750,000 750,000
Funding:
General Fund+* 0 750,000 750,000 0 750,000 750,000

* Ignores potential use of federal and foundation funds per assumptions 8 and 9.

FY *94 FY ‘95

State Auditor’s Office Current Law Proposed Law Difference Current Law Proposed Law Difference
FTE 0 2.00 2.040 0 2.00 2.00
Personal Services 4] 107,217 107,217 0 107,217 107,217
Operating Costs 4] 68,600 68,600 0 56,600 56,600
Equipment 0 2,568 2,568 0 0 ¢

Total 0 178,385 178,385 Q 163,817 163,817
Funding;
General Fund 0 178,385 178,385 ¢} 163,817 163,817

TECHNICAL NOTES:
The effective date of sections 22-36 should be July 1, 1993 in order to meet other deadlines in the bill.

The reinsurance board needs statutory appropriation authority aas provided in Section 17-7-502, M.C.A. in order to pay claims
anticipated by creation of the reinsurance pool.
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53rd Legislature SB 0285/02 SB 0285/02

APPROVED BY COMMITTEE
ON PUBLIC HEALTH: WELFARE

& SAFETY

1 SENATE BILL NO. 285 1 HEALTH CARE PLANNING BOARDS; PROVIDING FOR THE PCOWERS AND
2 INTRODUCED BY FRANKLIN, B. BROWN, JACOBSON, SCHYE, 2 DUTIES OF REGIONAL BOARDS; REQUIRING THE ESTABLISHEMENT OF A
3 BIANCHI, HARPER, JERGESON, RYAN, LYNCH, HALLIGAN, 3 UNIFIED HEALTH CARE DATA BASE; PROVIBING---FOR~---HEMARPH
4 VAN VALKENBURG, MERCER, CRIPPEN, SQUIRES, GRINDE, COBB, 4 INSURANCE--REPORM REQUIRING HEALTH INSURER COST MANAGEMENT
5 CHRISTIAENS, BLAYLOCK, L. NELSON, ECK, STRIZICH, TOOLE, 5 PLANS; TRANSFERRING TG THE BUTHORITY <CERTAIN FUNCTIONS OF
[ COCCHIARELLA, MCCARTHY, WILSON, WATERMAN, BECK, KLAMPE, 6 THE DEPARTMENT AND BOARD OF HEALTH AND ENVIRONMENTAL
7 DOWELL, RUSSELL, STANFORD, TUSS, DOLEZAL, DOHERTY, 7 SCIENCES RELATING TO VIPAL-STAPISFIES STATE HEALTH PLANNING;
8 PAVLOVICH, WEEDING, BRUSKI-MAUS, NATHE, VAUGHN, 8 PROVIDING A SMALL EMPLOYER HEALTH INSURANCE AVATLABILITY
9 WELDON, KENNEDY, WILSON, BARTLETT, 9 ACT; AMENDING SECTION 58-15-%8% 50-1-201, MCA; AND PROVIDING
10 SIMPKINS, HOCKETT, YELLOWTAIL, J. JOHNSON 10 EFFECTIVE DATES."
11 11

12 A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR UNIVERSAL 12 STATEMENT OF INTENT

13 BEALTH CARE ACCESS, HEALTH CARE  PLANNING, AND CosT 13 A--statement--of-legisiative-intent-is-required-for-this
14 CONTAINMENT; CREATING THE MONTANA HEALTH CARE AUTHORITY; 14 biti-because-{section-i18{-regquires-the-Montana--henith—-care
15 PROVIDING FOR THE POWERS AND DUTIES OF THE AUTHORITY: 15 anthertey-—to--adopt-—rutes-—-estabiishing--a-—maximum-cf-£five
16 REQUIRING A STATEWIDE UNIVERSAL HEALTH CARE ACCESS PLAN: 16 heatth-care-pltanning-regitonsy-to-estabiish--regionai--heaith
17 REQUIRING A HEALTH CARE RESOURCE MANAGEMENT PLAN; PROVIDING 17 care--planning-boards-within-these-regionsa;-and-to-ecatabliish
18 FOR SIMPLIFICATION QF HEALTH CARE EXPENSES BILLING; 18 a-procedure-for-setection-of--regionat--board--membersc--Fhe
19 REQUIREING-FHE-AUPHORIPY-FO-CONBUEP-A--SPUD¥——AND--REPORF--ONR 19 legistature-—intends—-that-the-rutes-estabitshing-the—heatth
20 LONG-TERM--EARE;-REQUIRING-PHE-AUTHORIF¥-PO-ESPABEISH-HEALTH 20 care-pianning-regions-be-based-primariiy-upsn-the-geographie
21 PHANNING-REGIONS-ANB-BOARDS REQUIRING DEVELOPMENT OF UNIFORM 21 heaith-care-referrat-patterns-by-which-heatth-care-providers
22 CLAIM FORMS AND PROCEDURES; REQUIRING THE AUTHORITY TO 22 refer—-patients--teo--apeciatists--or--targer-—-heatth---care
23 CONDUCT STUDIES CONCERNING PRESCRIPTION DRUGS, LONG-TERM 23 facititiess--Fhese--ruites-shouid-also-censider—communication
24 CARE, AND THE CERTIFICATE OF NEED PROCESS; CREATING HEALTH 24 and-transportatton-patterns-and-naturat--barriers--te--these
25 CARE PLANNING REGIONS; REQUIRING ESTABLISHMENT OF REGIONAL 25 patternsc-fhe-rutes-catabixshing-the-hoarda-must-specify-the
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number-—of--memberas--any--retevant--guatificationsy—and-the
eperations-and-duties-of-the-boards-and-must-provide——for--a
funding-mechanism-by-grant—-£from-che-anthorieys-Fhe-procedure
for--asetection-—of-the-board-members-must-provide-for-pubizie
notiree-of-the-setection-processs
A-statement-of-tntent-its-aiso-required-bacanse—-tsection
3123--requires——the--avthority-co-adopt—ruies-retacring-to-the
unified-heaith-care-data-baser-Fhe-—-authoritylsa--rultes--must
specify-in-comprehensive-detaii-what-informatien-is-required
te--be--provided--by--heatth-care-providers-and-the-times-at
which-the-information-is-to-be-provided--Phe-rutes-musc-atso
provide-fer-audit-proecedures-to-determine-~the--accuracy—-of
ehe-—fited--datar-—-Phe-—-confidentiatity-—previsiens——must-be
consiastent-~-with--—sther---state—--taws----geverning-—--the
confidentialtity---of-—-publtic---records;-—-inciuding—-medical
recordsy-and-must-appiy-to-emplioyees—of-the-authority-and-te
others-receiving-or-uaing-recorda-in-the-data-baser
A-statement-of-intent-ta-atso-reguired-becadse-—-taection
13}--requires--the-~commissioner—of-inaurance-to-adeopt-rutes
goeverning-smati-employer-group-heaith-pianss-in--determining
the--basic-~-benefits--paciager-—the--commissioner-shati-make
ebjective-——determinationsr—-supported--by--avaitabte---datar

concerning-the-type-of-benefits-required-and-shaii-determine

that—--the--benefits—-te-—be--required--are-cost-effectiver A

STATEMENT OF LEGISLATIVE INTENT IS REQUIRED FOR THIS BILL
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BECAUSE

(1) [SECTION 4] AUTHORIZES THE MONTANA HEALTH CARE

AUTHORITY TO ADOPT RULES NECESSARY TO IMPLEMENT [SECTIONS 1

THROUGH 20]). IN ADDITION TO THOSE RULEMAKING MATTERS

ADDRESSED BELOW, THE AUTHQRITY MAY ADOPT RULES GOVERNING

SUCH MATTERS AS ITS MEETINGS, PUBLIC HEARTINGS, AND RULES OF

PROCEDURE AND RULES OF ETHICAL CONDUCT GOVERNING ITS

MEMBERS.

{2) [SECTION 17] REQUIRES THE MONTANA HEALTH CARE

AUTHORITY TO ADOPT RULES TQ ESTABLISH REGIONAL HEALTH CARE

PLANNING BOARDS WITHIN THE HEALTH CARE PLANNING REGIONS

ESTABLISHED IN [SECTION 17] AND TO ESTABLISH A PROCEDURE FOR

SELECTION OF REGIONAL BOARD MEMBERS. THE RULES ESTABLISHING

THE BOARDS MUST SPECIFY THE NUMBER OF MEMBERS, ANY RELEVANT

QUALIFICATIONS, AND THE OPERATIONS AND DUTIES OF THE BOARDS

AND MUST PROVIDE FOR A FUNDING MECHANISM BY GRANT FROM THE

AUTHORITY. IN ADDITION, THE RULES MUST PROVIDE FOR

CONSIDERATION OF A BALANCE BETWEEN RURAL AND URBAN INTERESTS

IN THE SELECTION OF REGIONAL BOARD MEMBERS. TEE PROCEDURE

FOR SELECTION OF THE BOARD MEMBERS MUST PROVIDE FOR PUBLIC

NOTICE OF THE SELECTION PROCESS.

{3) [SECTION 10] GRANTS THE COMMISSIONER OF INSURANCE

THE AUTHORITY TQ ADOPT RULES SPECIFYING UNIFORM HEALTH

INSURANCE CLAIM FQRMS AND PROCEDURES. THE FORMS SHOULD BE

BASED UPON EXISTING FORMATS, BE AS SHORT AS POSSIBLE, AND BE
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COMPATIBLE WITH ELECTRONIC DATA TRANSMISSION,

{4) ({SECTION 19] REQUIRES THE AUTHORITY TO ADOPT RULES

RELATING TO THE UNIFIED HEALTH CARE DATA BASE. THE

AUTHORITY'S RULES MUST SPECIFY IN COMPREHENSIVE DETAIL WHAT

INFORMATION IS REQUIRED TO BE PROVIDED BY HEALTH CARE

PROVIDERS AND THE TIMES AT WHICH THE INFORMATION IS TO BE

PROVIDED. THE RULES MUST ALSO PROVIDE FOR AUDIT PROCEDURES

TO DETERMINE THE ACCURACY QF THE FILED DATA. THE

CONFIDENTIALITY PROVISIONS MUST BE CONSISTENT WITH OTHER

STATE LAWS GOVERNING THE CONFIDENTIALITY OF PUBLIC RECORDS,

INCLUDING MEDICAL RECORDS, AND MUST APPLY TO EMPLOYEES OF

THE AUTHORITY AND TO OTHERS RECEIVING OR USING RECORDS IN

THE DATA BASE.

{5} [SECTIONS 23, 26, 27, 30, AKD 34 THROUGH 36]

REQUIRE THE COMMISSIONER QOF TNSURANCE TO ADOPT RULES

GOVERNING SMALL EMPLOYER GROUP HEALTH PLANS. IN DETERMINING

THE BASIC BENEFITS PACKAGE, THE COMMISSIONER SHALL MAKE

OBJECTIVE DETERMINATIONS, SUPPORTED BY AVAILABLE DATA,

CONCERNING THE TYPE OF BENEFITS REQUIRED AND SHALL DETERMINE

THAT THE BENEFITS TO BE REQUIRED ARE COST-EFFECTIVE PURSUANT

TO THE SMALL EMPLOYER HEALTH INSURANCE AVAILABILITY ACT. THE

COMMISSIONER MAY ADOPT RULES PROVIDING FCOR A TRANSITION

PERICD TO ALLOW SMALL EMPLOYER CARRIERS TC COMPLY WITH

CERTAIN PROVISIONS OF THE ACT. THE COMMISSIONER MAY APPROVE

THE ESTABLISHMENT OF ADDITIONAL CLASSES QOF BUSINESSES ONLY
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IF THE COMMISSIONER DETERMINES THAT THE ADDITIONAL CLASSES

WOULD ENHANCE THE EFFICIERCY AND FAIRNESS OF THE SMALL

EMPLOYER HEALTE INSURANCE MARKET. THE COMMISSIONER IS

REQUIRED UNDER THE ACT TQ ADOPT RULES TO IMPLEMENT AND

ADMINISTER THE ACT.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE CF MONTANA:
(Refer to Introduced Bill)

Strike everything after the enacting clause and ingert:

NEW SECTION. Section 1. State health care policy. (1)
It is the policy of the state of Mcntana to ensure that all
residents have access to guality health services at costs
that are affordable. To achieve this policy, it is necessary
to develop a health care system that 1is integrated and
subject to the direction and oversight of a single state
agency. Comprehensive health planning through the
application of a statewide health care resource management
plan that is linked to a wunified health care budget for
Montana is essential.

(2) It is further the policy of the state of Montana
that the health care system should:

(a) maintain and improve the gquality of health care
services offered to Mentanans:

{by contain or reduce increases in the c¢cost of

delivering services so that health care costs do not consume
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a disproportionate share of Montanans' income or the money
available for other services required to ensure the health,
safety, and welfare of Montanans;

(c) avoid unnecessary duplicaticn in the development
and offering of health care facilities and services;

(d) encourage regicnal and local participation in
decisions about health care delivery, financing, and
provider supply:;

(e) promote rational allocation of health care
rescurces in the state; and

(£) facilitate wuniversal access to preventive and

medically necessary health care.

NEW SECTION. Section 2. pefinitions. For the purposes
of [sections 1 through 20]}, the following definitions apply:

{1} "Authority” means the Montana health care authority
created by [section 3}. l '

{2} "Board" means one of the regional health care
planning boards created pursuant to [section 17]).

{3) "Data base" means the unified health care data base
created pursuant to [section 19]).

{(4) "Health care facility" means all facilities and
institutions, whether public or private, proprietary or
nonprofit, that offer diagnosis, treatment, and inpatient or
ambulatory care to twe or more unrelated persons. The term

includes all facilities and institutions included in
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50-5-101(19). The term does not apply to a facility operated
by religious groups relying solely on spiritual means,
through prayer, for healing.

(5) "Health insurer” means any health insurance
company, health service corporation, health maintenance
organization, insurer providing disability insurance as
described in 33-1-207, and, to the extent permitted under
federal law, any administrator of an insured, self-insured,
or publicly funded health care benefit plan offered by
public and private entities.

(6) “"Health care provider" or "provider" means a person
who is licensed, certified, or otherwise authorized by the
laws of this state to provide health care in the ordinary
course of business or practice of a profession.

{7} "Management plan"” means the health care resource
management plan required by [section 8].

(8) "Region" means one o©of the health care planning
regions created pursuant to [section 17].

(9) "Statewide plan" means one of the statewide
universal health care access plans for access to health care
required by [section 5].

NEW SECTION. Section 3. Montana health care authority
-— allocation -- membership. (1) There is a Montana health
care authority.

(2) The authority is allocated to the department of
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health and environmental sciences for administrative
purposes as provided in 2-15-121.

(3) The authority consists of five wvoting members
appointed by the governor. At least one member must
represent consumer organizations. Members of the authority
must be appointed as follows:

(ay Within 30 déys of [the effective date of this
section], the majority and minority leader of the house of
representatives shall select an individual with recognized
expertise or interest, or both, in health care. The majority
and minority leader and the person selected by them shall
nominate by majority vote five individuals for appointment
to the authority.

(b} Within 30 days of [the effective date of this
section), the majority and mincrity leader of the senate
shall select an individual with recognized expertise or
interest, or both, in health care. The majority and minority
leader and the person selected by them shall nominate by
majority wvote Eive individuals for appointment to the
authority.

{c) Within 90 days of ([the effective date of this
section], the governor =shall appoint from those nominated
under subsections (3)}(a) and (3)(b) five individuals to the
authority.

(4) A vacancy must be filled in the same manner as
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original appointments under subsection (3), except that one
individual must be selected under subsection (3)(a} and cne
under subsection (3)(b). The governor shall appoint from
thcse nominated the individual to £ill the vacancy.

(5) The presiding officer of the authority must be
elected by majority vote of the voting members. The initial
presiding officer must serve a 4-year term.

(6) Members serve terms of 4 years, except that of the
members initially appointed, two members serve 4-year terms,
two members serve 3-year terms, and one nember serves a
2-year term, to be determined by lot.

{7) The directors of the department of social and
rehabilitation services and the department of health and
environmental sciences and the commissioner of insurance are
nonvoting, ex officio members of the authority,.

(8) A member shall acknowledge a direct conflict of

interest in a proceeding in which the member has a personal

or financial interest.

NEW SECTION. Section 4. Administration of health care
authority -- reports -- compensation. (1) The authority
shall employ a full-time executive director who shall
conduct or direct the daily operation of the authority. The
executive director is exempt from the application of
2-18-204,

2-18-20%, 2-18-207, and 2-16-1011 through

2-18-1013 and serves at the pleasure of the authority. The
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executive director 1is the chief administrative officer of
the authority. The executive director has the power of a
department head pursuant to 2-15-112, subject to the
policies and procedures established by the authority.

{2) The authority may delegate its powers and assign
the duties of the authority to the executive director as it
may consider appropriate and necessary for the proper
administration of the authority. However, the authority may
not delegate its rulemaking powers under [sections 1 through
20].

{3) The authority may:

{a) employ professional and support staff necessary to
carry out the functions of the authority; and

{b} employ consultants and contract with individuals
and entities for the provision of services.

(4) The authority may:

(a) apply for and accept gifts, grants, or
contributions from any person for purposes consistent with
50-1-201 and [sections 1 through 20};

{b) adopt rules necessary to implement ({sections 1
through 20}; and

(c} enter into contracts and perform other acts
necessary to accémplish the purposes of [sections 1 through
20].

(5) The authority shall report to the legislature and
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the governor at least twice a year on its progress since the
last report in fulfilling the requirements of [sections 1
through 20]. Reports may be provided in a manner similar to
5-11-210 or in another manner determined by the authority.

{6) Members of the authority must be paid and
reimbursed as provided in 2-15-124.

(7) The authority shall make grants to the boards for
the operation of the boards. The authority shall provide for
uniform procedures for grant applications and budgets of the

boards.

KREW SECTION. Section 5. statewide universal access
plans required, (1) ©On or before October 1, 1994, the
authority shall submit a report to the legislature that
contains the authority's recommendation for a statewide
universal health care access plan based on a single payor
system and a recommendation for a statewide universal access
plan based on a regulated multiple payor system. Each
statewide plan must contain recommendations that, if
implemented, would provide for universally accessible,
medically necessary, and preventive health care by October
1, 1595, Both plans must be voted on by the 1995 legislature
no later than 45 days from the first day of the 1995
legislative session. The legislature may return one or both
plans to the authority for further development.

(2) For purposes of this section:
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{a) a single payor system is a methed of financing
health services predominantly through public funds so that
each resident of Montana receives a uniform set of benefits
as established through statute or administrative rule.
Policies governing all aspects of the management of the
single payor system would reside with state government, and
benefits must be administered by a single entity.

{b) a regulated multiple payor system is a method of
financing health services through a mix of public and
private funds so that each regsident of Montana receives a
uniform set of benefits as established by statute or
administrative rule. State government has responsibility for
regulating the multiple entities that provide benefits to
residents, including regulations for enrollment, change in
premium rates, payment rates to providers, and aggregate

health expenditures.

NEW SECTION. Section 6. Features of statewide plana.
(1) Each statewide plan under [section 5] must contain the
features required by (sections 7 through 9 and 11) and this
section,

(2) Bach statewide plan must include:

{a) guaranteed access to health care services for all
residents of Montana;

(b) a uniform system of health care benefits;

{c) a unified health care budget;
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(d) portability of coverage, regardless of job status;
() a broad-based, public or private financing
mechanism to fund health care services;

(f) a system capped for provider expenditures:

(9) global budgeting for all health care spending;

(h) controlled capital expenditures:

{i) a binding cap on overall expenditures;

{j) peolicymaking for the system as a whole and
accountability within state government;

(k) incentives to be used to contain costs and direct
resources;

(1) administrative efficiencies;

(m) the appropriate use of midlevel practitioners, such
as physician's assistants and nurse practitiocners;

(n) mechanisms for reducing the cost of prescription
drugs, both as part of and as separate from the uniform
benefit plan;

(o) integration, to the extent possible under federal
and state law, of benefits provided under the health care
system with benefits provided by the Indian health service
and the United States department of veteran affairs and
benefits provided by the medicare and medicaid programs; and

(p) an actuarially sound estimate of the costs of

implementing the plan through the year 2005.

NEW SECTION. Section 7. cost containment. {1} The
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statewide plans must contain a cost containment component.
Except as otherwise provided in this section, each statewide
plan must establish a target for cost containment sc that by
1999, the annual average percentage increase in statewide
health care costs dcoces not exceed the average annual
percentage increase in the gross domestiec product, as
determined by the U.S. department of commerce, for the §
preceding years.

(2) The authority shall adopt processes and criteria
for responding teo exceptional and unforeseen circumstances
that affect the health care system and the target required
in subsection (1), including such factors as population
increases or decreases, demographic changes, costs beyond
the control of health care providers, and other factors that
the authority conaiders significant,

(3) The authority shall include the following features
in the cost containment component:

{a) global budgeting for all health care spending:

{(b) a system for limiting demand of health care
services and controlling unnecessary and inappropriate
health care. The system may include prioritization of
services that allows for consideration of an individual
patient's prognosis.

{c) a system for reimbursing health care providers for

gservices and health care items. The reimbursement system
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must provide that all payors, public or private, pay the
same rate for the same health care services and items and
that reimbursement for services is based predominantly upon
the health care service provided rather than upon the
discipline of the health care provider.

(d) a method of monitoring compliance with the target
required in subsection (1):

(e} expenditure targets for health care providers and
facilities;

(f) disincentives for exceeding the targets established
pursuant to subsection (3){e), including reduction of
reimbursement levels in subsequent years;

(g) reimbursement of health care providers and health
care facilities that is based upon negotiated annual budgets
or fees for services; and

(h) a plan by the authority, health care providers,
health insurers, and health care facilities to educate the

public concerning the purpose and content of the statewide

plans.

NEW SECTION. Section 8. Health care resource
management plan. (1) Each statewide plan must contain a
health care resource management plan that takes into account
the provisions of [section 7]. The management plan must

provide for the distribution of health care resources within

the regions established pursuant to [section 17] and within
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the state as a whole, consistent with the principles
provided in subsection (2}.

(2) The management plan must include:

(a) a statement of principles used in the allocation of
resocurces and in establishing priorities for health
services;

(b} identification of the current supply and
distribution of:

(i) hospital, nursing home, and other inpatient
services:

{ii) home health and mental health services;

(iii) treatment services for alcohol and drug abuse;

(iv) emergency care;

{v) ambulatory care services, including primary care
resources;

fvi} nutrition benefits, prenatal benefits, and
maternity care;

(vii) human resources;

{viii) major medical equipment; and

(ix) health screening and early intervention services;

{c) a determination of the appropriate supply and
distribution of the resources and services identified in
subsection (2){b)} and of the mechanisms that will encourage
the appropriate integration of these services on a local or

regional basis. To arrive at a determination, the authority
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shall consider the following factors:

(i) the needs of the statewide population, with special
consideration given to the development of healtnh care
services in underserved areas of the state:

{il) the needs of particular geographic areas of the
state;

(iii) the use of Montana facilities by ocut-of-state
residents;

(iv) the wuse of out-of-state facilities by Montana
residents;

(v} the needs of populations with special health care
needs;

(vi) the desirability of providing high-guality services
in an economical and efficient manner, including the
appropriate use of midlevel practitioners; and

(vii) the cost impact of these resource requirements on
health care expenditures;

{d) a component that addresses health promotion and
diseagse prevention and that is prepared by the department of
health and environmental sciences in a format established by
the authority;

{e) incentives to improve access to and use of
preventive care; primary care services, including mental
health services; and community-based care;

{f) incentives for healthy lifestyles;
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{g) incentives to improve access to health care in
underserved areas, including:

(i) a system by which the authority may identify
persons with an interest in becoming health care
professionals and provide or assist in providing health care
education for thocse persons; and

{ii) tax credits and other financial incentives to
attract and retain health care professicnals in underserved
areas; and

{h) a component that addresses integration of the plan,
to the extent allowed by state and federal law, with
services provided by the Indian health service and by the
United States department of veterans affairs and by the
medicare and medicaid programs.

{3) In adopting the management plan, the autherity
shall consider the regional health resource plans
recommended by regional panels.

{(4) The management plan must be revised annually in a
manner determined by the authority.

{5) Prior to adopticn of the management plan, the
authority shall hold one or more public hearings for the
purpose of receiving oral and written comment on a draft
plan. After hearings have been concluded, the authority
shall adopt the management plan, taking comments into

consideration.
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NEW SECTION. Section 9. Health care billing
simpliFication. (1) Each statewide plan must contain a
component providing for simplificaticn and reduction of the
costs associated with health care billing. In designing this
component, the authority may consider:

(a) conversion from paper health care claims to
standardized electronic billing; and

{b) creating a claims clearinghouse, consisting of a
state agency or private entity, to receive claims from all
health care providers for compiling, editing, and submitting
the claims to payors.

(2) The health care billing component must include a
method to educate and assist health care providers and
payors who will use any health care billing simplification
system recommended by the authority.

(3) The billing component must provide a schedule for a
phasein of any health care billing simplification system
recommended by the authority. The schedule must relieve
health care providers, payors, and consumers of undue
burdens in using the system.

NEw SECTION. Section 10. Uniform <c¢laim forms and
procedures. (1) By January 1, 1994, the commissioner of
insurance, after consultation with the authority, may adopt
by rule uniform health insurance claim forms and uniform

standards and procedures for the use of the forms and
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processing of claims, including the submission of claims by
means of an electronic claims processing system,

(2) The commissioner may contract with a private or
public entity to administer and operate an electronic claims
processing system. If the commissioner elects to contract
for administration and cperation of the system, the
commissioner shall award a contract according to Title 18,

chapter 4.

NEW SECTION. Section 11. Other matters to be included
in statewide plans. (1) The statewide plans reccmmended by
the authority must include:

{a) stable financing methods, including sharing of the
costs of health care by health care consumers on an
ability-to-pay basis through such mechanisms as copayments
or payment of premiums;

(b) a procedure for evaluating the gquality of health
care services;

{c¢) public education concerning the statewide plans
recommended by the authority; and

(@) phasein of the various components of the plans.

{2) (a) In order to reduce the costs of defensive
medicine, the authority shall:

{i} conduct a study of a system for reducing the use of
defensive medicine by adopting practice protocols that would

give providers quidelines to follow for specific procedures;
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(ii) conduct a study of tort reform measures, including
limitations on the amount of noneconomic damages, mandated
periodic payments of future damages, and reverse sliding
scale limits on contingency fees; and

{iii) propose any changes, including 1legislation, that
it considers necessary, including measures for compensating
victims of tortious injuries.

(by As part of its study under subsection (2)(a)(ii).
the authority may c¢onsider changes in the Montana Medical
Legal Panel Act.

(c¢) The recommendations of the authority must be
included in its report containing the statewide plans,

(3) The autherity shall conduct a study of the impacts
of federal and state antitrust laws on health care services
in the state and make recommendations, including
legislation, to address those laws and impacts. The
authority shall include in its plans legislation that will
enable health care providers and payers, including health
insurers and consumers, to negotiate and enter into
agreements when the agreements are likely to result in lower
costs or in greater access or Quality than would otherwise
cccur  in  the competitive marketplace, In proposing
appropriate legislation concerning antitrust laws, the
authority shall provide appropriate conditions, supervision,

and requlation to protect against private abuse of economic
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power.

{4) The authority shall apply for waivers from federal
laws necessary to implement recommendations.of the authority
enacted by the legislature and to implement those

recommendations not requiring legislation.

NEW SECTION. Section 12. Hearings on statewide plans.
The authority shall seek public comment on the development
of each statewide plan required under {section 5)]. In
seeking public comment on the development of the authority's
recommendations for each plan, the authority shall provide
extensive, multimedia notice to the public and hold at least
one public hearing in each of the health care planning
regions established by [section 17]. The hearings must take
place before the authority's report is submitted to the
legislature. The authority shall consult with health care
providers in the development of its recommendations for each

statewide plan.

MEW SECTION. Section 13. State purchasing pool --
reports required. (1) On or before December 15, 1994, and
December 15, 1996, the authority shall report to the
legislature on establishment of a state purchasing pool,
including the number and types of groups and group menmbers
participating in  the pool. the costs of administering the
pool, the savings attributable to participating groups from

the operation of the pool, and any changes in legislation
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considered necessary by the authority.

{2) On or before December 15, 1996, the authority shall
report to the legislature its recommendations concerning the
feasibility and merits of authorizing the authority to act
as an insurer in pocling risks and providing benefits,
including a common benefits plan, to participants of the

purchasing pool.

NEW SECTION. Section 14. sStudy of prescription drug
cost and distribution. The authority shall conduct a study
of the cost and distribution of prescription drugs in this
state. The study must consider the feasibility of various
methods of reducing the cost of purchasing and distributing
prescription drugs to Montana residents. The study must
include the feasibility of establishing a prescription drug
purchasing pool for distribution of drugs through
pharmacists in this state. The results of the study,
including the authority's recommendations for any necessary
legislation, must be reported to the legislature by December
1, 1996, 1If the authority determines that feasible methods
are available without need for legislation or
appropriations, the authority shall implement that part or

those parts of its recommendations.

NEW SECTION. Section 15. Long-term care study and

recommendationa. (1) The authority shall conduct a study of

the long~-term care needs of state residents and report to
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the public and the legisiature the authority's
recommendations, including any necessary legislation, for
meeting those long-term care needsa., The report must be
available teo the public on or before September 1, 1996,
after which the authority shall conduct public hearings on
its report in each region established under [section 17].
The authority shall present its report to the legislature on
or before January 1, 1997.

{2) This section does not preclude the authority from
recommending cost-sharing arrangements for long-term care
services or from recommending that the gservices be phased in
over time. The authority's recommendations must support and
may not supplant informal care giving by family and friends
and must include cost containment recommendations for any
long-term care service suggested for inclusion.

{3) The authority's report must estimate costs
associated with each of the long-term care services
recommended and may suggest independent financing mechanisms
for thoge services. The report must also set £forth the
projected cosat to Montana and its citizens over the next 20
years if there is no change in the present accessibility,
affordability, or financing of long-term care services in
this state.

(4) The authority shall consult with the department of

social and rehabilitation services in developing its
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recommendations under this section.

NEW SECTION. Section 18, Study of certificate of need
process. (1) The authority shall conduct a study of the
certificate of need process established under Title 50,
chapter 5, part 3. The study must determine whether changes
in the certificate of need process are necessary or
desirable in 1light of the authority's recommendation for a
single payor health care system required by [section 5], The
study must include consideration cf the role, effect, and
desirability of:

{(a} maintaining the exemptions from the certificate of
need process for offices of private physicians, dentists,
and other physical and mental health care professionals; and

(b) maintaining the dollar thresholds for health care
services, equipment, and buildings and for construction of
health care facilities.

{2) 'The results of the study, including any
recommendations for legislation and changes in an agency's
policies or rules, must be reported to the legislature no

later than December 1, 1994.

NEW SECTION. Section 17. Health care planning regions
and regional planning boards created -- selection -
membership. (1) There are five health care planning regions.

Subject to subsection (2), the regions must consist of the

following counties:
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{a) regicn 1I: Sheridan, Daniels, Valley, Phillips,
Roosevelt, Richland, McCone, Garfield, Dawson, Prairie,
Wibaux, Fallon, Custer, Rosebud, Treasure, Powder River, and
Carter;

(b) region II: Blaine, Hill, Liberty, Toole, Glacier,
Pondera, Teton, Chouteau, and Cascade;

{c) region II1: Judith Basin, Fergus, Petrcleum,
Musselshell, Golden Valley, Wheatlandg, Sweet Grass,
Stillwater, Yellowstone, Carbon, and Big Horn;

(d) region 1IV: Lewis and Clark, Powell, Granite, Deer
Lodge, Silver Bow, Jefferson, Broadwater, Meagher, Park,
Gallatin, Madison, and Beaverhead:

(e) region Vs Lincoln, Flathead, Sanders, Lake,
Mineral, Misscula, and Ravalli.

{2) (a) A county may, by written request of the board
of county commissioners, petition the authority at any time
to be removed from a health care planning region and added
to another region.

{b) The authority shall grant or deny the petition
after a public hearing. The authority shall give notice as
the authority determines appropriate. The authority shall
grant the petition if it appears by a preponderance of the
evidence that the petitioning county's health care interests
are more strongly assBociated with the region that the county

seeks to join than with the region in which the county is
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located. If the authority grants the petition, the county is
considered for all purposes to be part of the health care
Planning region as approved by the authority.

(3) Within each region, the authority shall establish
by rule a regional health care planning board. Each board
must include one member from each county within the regicen.
The members on each board shall represent a balance of
individuals who are health care consumers and individuals
who are recognized for their interest or expertise, or both,
in health care. EBach regqgional board should attempt to
achieve gender balance,

(4) The authority shall, within 30 days of appointment
of its members, propose by rule a procedure for selecting
members o©of boards. The authority shall select the members
for each board within 180 days of appointment of the
authority, using the aselection procedure adopted by rule
under this subsection. Vacancies on a board must be filled
by using the authority's selection process.

(5) Regional board members serve 4-year terms, except

that of the board members initially selected, at least three

-members serve for 2 years, at least three members serve for

3 years, and at least three members serve for 4 years, to be
determined by 1lot. A majority of each regional board shall
select a presiding officer. The presiding officer initially

selected must serve a {-year term. Board members must be
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compensated and reimbursed in accordance with 2-15-124,

NEW SECTION. Section 18. Powers and duties of boards.
{1} A beocard shall:

{a) meet at the time and place designated by the
presiding officer, but not less than guarterly;

{b} submit an annual budget and grant application to
the authority at the time and in the manner directed by the
authority;

(c) adopt procedures governing its meetings and other
aspects of its day-to-day operations as the board determines
necessary:;

(d) develop regional health resource plans in the
format determined by the authority that must address the
health care needs of the region and address the development
of health care services in underserved areas of the region
and other matters;

(e) revise the regional plan annually;

(£) hold at least one public hearing on the regional
plan within the region at the time and in the manner
determined by the regional board;

{g) transmit the regional plan to the authority at the
time determined by the authority:

(h) apply to the authority for grant funds for
operation of the regional bcard and account, in the manner

specified by the authority, for grant funds provided by the
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authority; and

{1} seek from local sources money to supplement grant
funds provided by the authority.

{2) Regional boards may:

ta) recommend that the authority sanction voluntary
agreements between health care providers and between health
care consumers in the region that will improve the guality
of, access to, or affcrdability of health care but that
might constitute a violation of antitrust laws if undertaken
without government direction;

(b) make recommendations to the authority regarding
major capital expenditures or the ‘introduction of expensive
new technologies and medical practices that are being
proposed or considered by health care providers;

{¢c) undertake voluntary activities to educate
consumers, providers, and purchasers and promote voluntary,
cooperative community c¢ost containment, access, or guality
of care projects; and

(d) make recommendations to the department of health
and environmental sciences or to the authority, or both,
regarding ways of improving affordability, accessibility,
and quality of health care in the region and throughout the
state.

(3} Each regional board may review and advise the

authority on regional technical matters relating to the

-30- SB 285



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

SB 0285/02

statewide plans required by (section 5], the common benefits
package, procedures for developing and applying practice
guidelines for wuse in the statewide plans, provider and
facility contracts with the state, utilization review
recommendations, expenditure targets, and uniform health
care benefits and the impact of the benefits upon the
provision of quality health care within the region.

NEW SECTION. Section 19. Health care data base —-
information submitted -- enforcement. (1)} The authority
shall develop and maintain a unified health care data base
that enables the authority, on a statewide basis, to:

(a) determine the distribution and capacity of health
care resources, including health care facilities, providers,
and health care services;

(b} identify health care needs and direct statewide and
regional health care policy to ensure high-guality and
cost-effective health care;

{c} conduct evaluations of health care procedures and
health care protocols;

(d) compare costs of commonly performed health care
procedures between providers and health care facilities
within a regqgion and make the data readily available to the
public; and

(e} compare costs of various health care procedures in

one location of providers and health care facilities with
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the costs of the same procedures in other locations of
providers and health care facilities.

(2) The authority shall by rule require health care
providers, health insurers, health care facilities, private
entities, and entities of state and local governments to
file with the authority the reports, data, schedules,
statistics, and other information determined by the
authority to be necessary to fulfill the purposes of the
data base provided in subsection (1). Material to be filed
with the authority may include health insurance claims and
enrollment information used by health insurers.

{3) The authority may issue subpoenas for the
production of information required under this section and
may issue subpcenas for and administer oaths to any person.
Noncompliance with a subpoena issued by the authority is,
upon application by the authority, punishable by a district
court as contempt pursuant to Title 3, chapter 1, part 5.

{4) The data base must:

{a)} use unique patient and provider identifiers and a
uniform coding system identifying health care services; and

(b) reflect all health care utilization, costs, and
resources in the state and the health care utilization and
costs of services provided to Montana residents in another
state,

{5) Information in the data base required by law to be
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kept confidential must be maintained in a manner that does
not disclose the 1identity of the person to whom the
information applies.

{6) The authority shall adopt by rule a confidentiality
code to ensure that information in the data base is
maintained and used according to state law governing
confidential health care information.

NEW SECTION. Section 20. Health insurer cost
management plans. (1) {a) Except as provided in subsection
(3), each health insurer shall:

{i) prepare a cost management plan that includes
integrated systems for health care delivery; and

(ii) file the plan with the authority no later than
January 1, 1994.

{b} The authority may use plans filed wunder this
section in the development of a unified health care budget.

(2) The plans required by this section must be
developed in accordance with standards and procedures
established by the authority.

(3) The provisions of this section do not apply to

dental insurance.
Section 21. Section 50-1-201, MCA, is amended to read:

“50-1-201. Administration of state health plan. The

deparement Montana health care authority created in [section

3] is hereby--estabiished--as the socie-and-offictal state
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agency to administer the state program for comprehensive
health planning and is-hereby-authoerizred-to shall prepare a
plan for comprehensive state health planning. The departments
authority fs-autherized-te may confer and cooperate with any
and--atl other persons, organizations, or governmental
agencies that have an interest in public health problems and
needs. The department authority, while acting in this
capacity as the secie-and-official state agency to administer
and supervise the administration of the cfficial
comprehensive state health plan, is designated and
authofized as the soie-and-officiat state agency to accept,
receive, expend, and administer amy-and-at} funds whieh-are
new-availabie-or-which-may-ibe donated, granted, bequeathed,
or appropriated to it for the preparation, and
administration, and the supervision of the preparation and
administration of the comprehensive state health plan.®

NEW SECTION. Section 22. short title. [Sections 22
through 36] may be cited as the “Small Employer Health
Insurance Availability Act".

NEW SECTION. Section 23, Purpose. (1) [Sections 22
through 36] must be interpreted and construed to effectuate
the following express legislative purposes:

(a) to promote the availability of health insurance

coverage to small employers regardless of health status or

claimg experience;
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(b) to prevent abusive rating practices;

(e} to require disclosure of rating practices to
purchasers;

(d) to establish rules regarding renewability of
coverage;

{e) to establish limitations on the use of preexisting
condition exclusions;

(£) to provide for the development of basic and
standard health benefit plans to be offered to all small
employers;

{g) to provide for the establishment cf a reinsurance
program; and

{h) to improve the overall fairness and efficiency of
the small employer health insurance market.

(2) ([sections 22 through 36]) are not intended to
provide a comprehensive solution tec the problem of
affordability of health care or health ingurance,

NEW SECTION. Section 24. Definitions. As used in
[sections 22 through 56}, the following definitions apply:

{1) "Actuarial certification" means a written statement
by a member of the American academy of actuaries or other
individual acceptable to the commissioner that a small
employer carrier is in compliance with the provisions of
[section 27], based upon the person's examination, including

a review of the appropriate records and of the actuarial
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assumptions and methods used by the small employer carrier
in establishing premium rates for applicable health benefit
plans.

{2) "Affiliate" or "affiliated" means any entity or
person who directly or indirectly, through one or more
intermediaries, controls, is controlled by, or 1is under
common control with a specified entity or person.

{3) "Base premium rate" means, for each class of
business as to a rating period, the lowest premium rate
charged or that could have been charged under the rating
system for that class of business by the small employer
carrier to small employers with similar case characteristics
for health benefit plans with the same or similar coverage.

(4) “"Basic health benefit plan® means a lower cost
health benefit plan developed pursuant to [section 31],

{5) "Board" means the board of directors of the program
established pursuant to [section 30].

{6) "“Carrier” means any person who provides a health
benefit plan in this state subject to state insurance
regulation. The term includes but is not limited to an
insurance company, a fraternal benefit society, a health
service corporation, a health maintenance organization, and,
to the extent permitted by the Employee Retirement Income
Security Act of 1974, a multiple-employer welfare

arrangement. For purposes of [sections 22 through 36],
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companies that are affiliated companies or that are eligible
to file a consoclidated tax return must be treated as one
carrier, except that the follouiné may be considered as
separate carriers:

{a) an insurance company or health service corporation
that is an affiliate of a health maintenance organization
located in this state;

(b) a health maintenance organization located in this
state that is an affiliate of an insurance company or health
service corporation; or

{¢) a health maintenance organization that operates
only one health maintenance organizatiocn in an established
geographic service area of this state.

(7) “Case characteristics" means demographic or other
objective characteristies o©of a small employer that are
considered by the small employer carrier in the
determination of premium rates for the small employer,
provided that claims experience, health status, and duration
of coverage are not case characteristics for purposes of
[sections 22 through 36].

{B) "Class of business” means all or a separate
grouping of small employers established pursuant to [section
26].

(9) “"Committee" means the health benefit plan committee

created pursuant to [section 31].
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(10) "Dependent" means:

{a) a spouse or an unmarried child under 19 yearsz of
age;

{b) an unmarried child, under 23 years of age, who is a
full-time student and who is financially dependent on the
insured;

(¢) a ¢hild of any age who is disabled and dependent
upon the parent as provided in 33-22-506 and 33-30-1003; or

(d) any other individual defined to be a dependent in
the health benefit plan covering the employee.

{11) "Eligible employee" means an employee who works on
a full-time basis and who has a normal workweek of 30 hours
or more. The term includes a sole proprietor, a partner of a
partnership, and an independent contracter if the sole
proprietor, partner, or independent contractor is included
as an employee under a health benefit plan of a small
employer. The term does not include an employee who works con
a part—-time, temporary, or substitute basis.

(12) "Established geographic service area" nmeans a
geographic area, as approved by the commissioner and based
on the carrier's certificate of authority to transact
insurance in this state, within which the carrier is
authorized to provide coverage.

(13) "Health benefit plan® means any hospital or medical

policy or certificate issued by an insurance company, a
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fraternal benefit society, or a health service corporation
or issued under a health maintenance organization subscriber
contract. Health benefit plan does not include:

{a) accident-only, credit, dental, vision, specified
disease, medicare supplement, long-term care, or disability
income insurance;

(b) coverage issued as a supplement to liability
insurance, workers; compensation insurance, or similar
insurance; or

(¢) autcomobile medical payment insurance.

{14) "Index rate" means, for each class of business for
a rating period for small employers with similar case
chatacteristics, the average of the applicable base premium
rate and the corresponding highest premium rate.

{15) "Late enrollee" means an eligible employee or
dependent who requests enrollment in a health benefit plan
of a small employer following the initial enrocllment period
during which the individual was entitled to enroll under the
terms of the health benefit plan, provided that the initial
enrollment period was a peried of at least 30 days. However,
an eligible employee or dependent may not be considered a
late enrollee if:

{a) the individual meets each of the following
conditions:

(i) the individual was covered under gqualifying
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previous coverage at the time of the initial enrollment:

(ii) the individual Llost coverage under gqualifying
previous coverage as a result of termination of employment
or eligibility, the involuntary termination of the
qualifying previous coverage, the death of a spouse, oOr
divorce; and

{iii) the individual requests enrollment within 30 days
after termination of the qualifying previous coverage;

(b) the individual is employed by an employer that
offers multiple health benefit plans and the individual
elects a different plan during an open enrollment period; or

{c) a court has ordered that coverage be provided for a
spouse, minor, or dependent child under a covered employee's
health benefit plan and a request for enrollment is made
within 30 days after issuance of the court order.

(16) "New business premium rate" means, for each class
of business for a rating period, the lowest p;emium rate
charged or offered or that could have been charged or
offered by the small employer carrier to small employers
with similar case <c¢haracteristics for newly issued health
benefit plans with the same or similar coverage.

{17) "Plan of operation" means the operation o¢of the
program established pursuant to [section 30].

(18) "Premium® means all money paid by a small employer

and eligible employees as a condition of receiving coverage
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from a small employer carrier, including any fees or other
contributions associated with the health benefit plan.

{19) "Program" means the Mcntana small employer health
reinsurance program preated by [section 30}.

(20} "Qualifying previous coverage” means benefits or
coverage provided under:

(a) medicare or medicaid;

(b) an employer-based health insurance or health
benefit arrangement that provides benefits similar to or
exceeding benefits provided under the basic health benefit
plan; or

{c) an individual health insurance policy, including
coverage issued by an insurance company, a fraternal benefit
society, a health service corporation, or a health
maintenance organization that provides benefits similar to
or exceeding the benefits provided under the basic health
benefit plan, provided that the policy has been in effect
for a period of at least 1 year.

{21) "Rating period" means the calendar period for which
premium rates established by a small enployer carrier are
assumed to be in effect.

(22) "Reinsuring carrier™ means a small emplover carrier
participating in the reinsurance program pursuant to
[section 30].

{23) "Restricted network provision® meana a provision of
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a health benefit plan that conditions the payment of
benefits, in whole or in part, on the use of health care
providers that have entered into a contractual arrangement
with the carrier pursuant to Title 33, chapter 22, part 17,
or Title 33, chapter 31, to provide health care services to
covered individuals.

{24) "Small employer” means a person, firm, corporation,
partnership, or association that is actively engaged in
business and that, on at least 50% of its working days
during the preceding calendar guarter, employed at least 3
but not more than 25 eligible employees, the majority of
whom were employed within this state or were residents of
this state. In determining the number of eligible employees,
companies that are affiliated companies or that are eligible
to file a combined tax return for purposes of state taxation
are considered one employer.

(25) "Small employer carrier" means a carrier that
offers health benefit plans that cover eligible employees of
one or meore small employers in this state.

(26) "Standard health benefit plan" means a health
benefit plan developed pursuant to [section 31].

NEW SECTION. Section 25. Applicability and scope.
[Sections 22 through 35] apply to a health benefit plan
marketed through a small employer that provides coverage to

the employees of a small employer in this state if any of
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the following conditions are met:

(1) a porticn of the premium or benefits is paid by or
on behalf of the small employer:

(2) an eligible employee or dependent 1is reimbursed,
whether through wage adjustments or otherwise, by or on
behalf of the small employer for any portion of the premium;
or

{3) the health benefit plan is treated by the employer
or any of the eligible employees or dependents as part of a
plan or program for the purposes of section 106, 125, or 162

of the Internal Revenue Code,

NEW SECTION. Section 26. Establishment of classes of
business. (1) A small employer carrier may establish a
separate class of business only to reflect substantial
differences in expected claims experience or administrative
costs that are related to the following reasons:

(a} The small employer carrier uses more than one type
of system for the marketing and sale of health benefit plans
to small employers.

{b) The small employer carrier has acquired a class of
business from another small employer carrier,

(c) The small employer carrier provides coverage to one
or more asscciation groups that meet the requirements of
33-22-501(2).

{2) A small employer carrier may establish up to nine
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separate classes of business under subsection (1}.

(3) The commissioner may adopt rules to provide for a
period of transition in order for a small employer carrier
to come into compliance with subsection (2) in the case of
acquisition of an additional class of business from another
small employer carrier.

{4) The commissioner may approve the establishment of
additional classes of business upon application to the
commissioner and a finding by the commissioner that the
action would enhance the fairness and efficiency of the

small employer health insurance market.

NEW SECTION. Section 27. Restrictions relating to
premium rates, (1) Premium ratea for health benefit plans
under {sections 22 through 36} are subject to the following
provisions:

{a) The index rate for a rating pericd for any class of
business may not exceed the index rate for any other class
of business by more than 20%.

{b) For each class of business:

(i) the premium rates charged during a rating period to
small employers with similar case characteristics for the
same or similar coverage or the rates that could be charged
to the employer under the rating system for that class of
business may not vary from the index rate by more than 25%

of the index rate; or
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tiiy) if the Montana health care authority established by
[section 3] certifies to the commissioner that the cost
containment goal set forth in [secticen 7] is met on or
before January 1, 1999, the premium rates charged during a
rating period to small employers with similar case
characteristics for the same or similar coverage may not
vary from the index by more than 20% of the index rate.

{(c) The percentage increase in the premium rate charged
to a small employer for a new rating period may not exceed
the sum of the following:

(i) the percentage change in the new business premium
rate measured from the first day of the prior rating period
to the first day of the new rating period. In the case of a
health benefit plan into which the small employer carrier is
ne longer enrolling new small employers, the small employer
carrier shall use the percentage change in the base premium
rate, provided that the change does not exceed, on a
percentage basis, the change in the new business premium
rate for the most similar health benefit plan into which the
small employer carrier is actively enrolling new small
employers.

{ii) any adjustment, not to exceed 15% annually and

adjusted pro rata for rating periods of less than 1 year,

because of the claims experience, health status, or duration

of coverage of the employees or dependents of the small
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employer, as determined from the small employer carrier's
rate manual for the class of business; and

{iii) any adjustment because of a change in coverage or
a change in the case characteristics of the small employer,
as determined from the small employer carrier's rate manual
for the class of business. ‘

(d) Adjustments in rates for claims experience, health
status, and duration of coverage may not be charged to
individual employees or dependents. Any adjustment must be
applied uniformly to the rates charged for all employees and
dependents of the small employer.

{(e) Premium rates for health benefit plans must comply
with the requirements of this section, notwithstanding any
assessments paid or payable by small employer carriers
pursuant to (section 30].

(£) If a small employer carrier uses industry as a case
characteristic in establishing premium rates, the rate
factor associated with any industry classification may not
vary from the average of the rate factors associated with
all industry classifications by more than 15% of that
coverage.

{g) 1In the case of health benefit plans delivered or
issued for delivery prior to January 1, 1994, a premium rate
for a rating period may exceed the ranges set forth in

subsections {1)({a) and (1l){b) until January 1, 31997. In that
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case, the percentage increase in the premium rate charged to
a small employer for a new rating period may not exceed the
sum of the following:

(i) the percentage change in the new business premium
rate measured from the first day of the prior rating period
to the first day of the new rating period. In the case af a
health benefit plan into which the small employer carrier is
no longer enrolling new small employers, the small employer
carrier shall use the percentage change in the base premium
rate, provided that the change does not exceed, on a
percentage basis, the change 1in the new business premium
rate for the most similar health benefit plan into which the
small employer carrier is actively enrolling new small
employers.

(ii) any adjustment because of a change in coverage or a
change in the case characteristics of the small employer, as
determined from the small employer carrier's rate manual for
the class of business,.

{h) A small employer carrier shall:

(i) apply rating factors, including case
characteristics, consistently with respect to all small
employers in a class of busineas., Rating factors must
produce premiums for identical groups that differ only by
the amounts attributable t¢ plan design and that do not

reflect differences because of the nature of the groups.
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{ii) treat all health benefit plans issued or renewed in
the same calendar month as having the same rating period.

(i) Por the purposes of this subsection (1), a health
benefit plan that includes a restricted network provision
may not be considered similar coverage to a health benefit
plan that does not include & restricted network provision.

(j) The small employer carrier may not use case
characteristics, other than age, without prior approval of
the commissioner.

{k) The commissioner may adopt rules to implement the
provisions of this section and to ensure that rating
practices used by small employer carriers are consistent
with the purposes of [sections 22 through 36], including
rules that ensure that differences in rates charged for
health benefit plans by small employer carriers are
reasonable and reflect objective differences in plan design,
not including differences because of the nature of the
groups.

{2) A small employer carrier may not transfer a small
employer involuntarily into or out of a class cof business. A
small employer carrier may not offer to transfer a small
employer into or out of a class of buginess unless the offer
is made to transfer all smail employers in the clasa of
business without regard to case characteristics, claims

experience, health status, or duration of coverage since the
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insurance was issued.

(3) The commissioner may suspend for a specified period
the application of subsection (l)(a) for the premium rates
applicable to one or more small employers included within a
class of business of a small employer carrier for one or
more rating periods upon a filing by the amall employer
carrier and a finding by the commissioner either that the
suspension is reasonable in light of the financial condition
of the small employer carrier or that the suspension would
enhance the fairness and efficiency of the small employer
healilth insurance market.

{4) 1In connection with the offering for sale of any
health benefit plan to a small employer, a small employer
carrier shall make a reasonable disclosure, as part of its
solicitation and sales materials, of each of the following:

{(a) the extent to which premium rates for a specified
small employer are established or adjusted based upon the
actual or expected variation in claims costs or upon the
actual or expected variation in health status of the
employees of small employers and the employees' dependents;

{b) the provisions of the health benefit plan
concerning the small employer carrier's right to change
premium rates and the factors, other than claims experience,
that affect changes in premium rates;

{c) the provisions relating to renewability of policies
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and contracts; and

(d) the provisions relating to any preexisting
condition.

{5) (a) Each small employer carrier shall maintain at
its principal place of business a complete and detailed
description of its rating practices and renewal underwriting
practices, including information and documentation that
demonstrate that its rating methods and practices are based
upon commonly accepted actuarial assumptions and are in
accordance with gsound actuarial principles.

(b) Each small employer carrier shall file with the
commissioner annually, on or before March 15, an actuarial
certificaiion certifying that the carrier is in compliance
with [sections 22 through 36} and that the rating methods of
the small employer carrier are actuarially sound. The
actuarial certification must be in a form and manner and
must contain information as specified by the commissiconer. &
copy of the actuarial certification must be retained by the
small employer carrier at its principal place of business.

(c) A small employer carrier shall make the information
and documentation described in subsection (S5)(a) available
to the commissioner upon request. Except in cases of
violations of the provisions of [sections 22 through 36] and
except as agreed to by the small employer carrier or as

ordered by a court of competent jurisdiction, the
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information must be considered proprietary and trade secret
information and is nOt subject to disclosure by the

commissioner to persons outside of the department.

NEW SECTION. Section 28. Renewability of coverage. (1)
A health benefit plan subject to the provisions of [sections
22 through 36] is renewable with respect to all eligible
employees or their dependents, at the option of the small
employer, except in any of the following cases:

(a) nonpayment of the required premium;

(b} fraud or misrepresentation of the small employer or
with respeect to coverage of individual insureds or their

representatives;

(c) noncompliance with the carrier's minimum
participation requirements;
{d) noncompliance with the carrier's employer

contribution requirements;

(e) repeated misuse of a restricted network provision;

(f} election by the small employer carrier to not renew
all of its health benefit plans delivered or issued for
delivery to small employers in this state, in which case the
small employer carrier shall:

(i) provide advance notice of this decision under this
subsecticn (1)(f) to the commissicner in each state in which
it is licensed; and

{ii) at least 180 days prior to the nonrenewal of any
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health benefit plans by the carrier, provide notice of the
decision not to renew coverage to all affected small
employers and to the commissioner in each state in which an
affected insured individual 1is known to reside. Notice to
the commissioner under this subsection (1})(f) must be
provided at least 3 working days prior to the notice to the
affected small employers.

{g) the commissioner finds that the continuation of the
coverage would:

(i} not be in the best interests of the policyholders
or certificate holders; or

(1i) impair the carrier's ability to meet its
contractual obligations.

{2y 1If the commissioner makes a finding under
subsection {1)(g), the commissioner shall assist affected
small employers in finding replacement coverage.

(3) A small employer carrier that elects not to renew a
health benefit plan under subsecticn (1)(f) is prohibited
from writing new businesa in the small employer market in
this atate’ for a period of 5 years from the date of notice
to the commissioner.

(4) In the case of a small employer carrier doing
business in one established geographic gservice area of the
state, the rules set forth in this section apply only to the

carrier's operations in that service area,
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NEW SECTION. Section 29. availability of coverage -—-
required plans. {l1) (a) As a condition of transacting
business in this state with small employers, each small
employer carrier shall offer to small employers at least two
health benefit plans. One plan must be a basic health
benefit plan, and one plan must be a standard health benefit
plan.

(b) (i} A small employer carrier shall issue a basic
health benefit plan or a standard health benefit plan to any
eligible small employer that applies for either plan and
agrees to make the required premium payments and to satisfy
the other reasonable provisions of the health benefit plan
not inconsistent with {sections 22 through 36].

(ii) In the case of a small employer carrier that
establishes more than one class of business pursuant to
fsection 26], the small employer carrier shall maintain and
offer to eligible small employers at least one basic health
benefit plan and at least cone standard health benefit plan
in each established class of business. A small employer
carrier may apply reasonable criteria in determining whether
to accept a small employer into a class of business,
provided that:

(A) the criteria are not intended to discourage or
prevent acceptance of small employers applying for a basic

or standard health benefit plan;
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(B} the criteria are not related to the health status
or claims experience of the small employers' employees;

(C) the criteria are applied consistently to all small
employers that apply for coverage in that class of business;
and

(D) the small employer carrier provides for the
acceptance of all eligible small employers into one or more
classes of business,

(iii) The provisions of subsection (l)(b)(ii) may not be
applied to a class of business into which the small employer
carrier is neo longer enrolling new small businesses.

(c) The provisions of this section are effective 180
days after the commissioner's approval of the basic health
benefit plan and the standard health benefit plan developed
pursuant to [section 31}, provided that if the program
created pursuant to {section 30] is not yet operative on
that date, the provisions of thig section are effective on
the date that the program begins operation.

(2) (a) A small employer carrier shall, pursuant to
33-1-501, file the basic health benefit plans and the
standard health benefit plans to be used by the small
employer carrier.

(b} The commissioner may at any time, after providing
notice and an opportunity for a hearing to the small

employer carrier, disapprove the continued use by a small
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employer carrier of a basic or standard health benefit plan
on the grounds that the plan does not meet the requirements
of [sections 22 through 36].

(3) Health benefit plans covering small employers must
comply with the fallowing provisions:

(a) A health benefit plan may not, because of a
preexisting condition, deny, exclude, or limit benefits for
a covered individual for losses incurred more than 12 months
following the effective date of the individual's coverage. A
health benefit plan may not define a preexisting condition
more restrictively than 33-22-216, except that the condition
may be excluded for a maximum of 12 months.

(b) A health benefit plan must waive any time period
applicable to a preexisting condition exclusion or
limitation pericd with respect to particular services for
the period of time an individual was previously covered by
gqualifying previous coverage that provided benefits with
respect to those services if the qualifying previous
coverage was continuous to a date not less than 30 days
prior to the submission of an application for new coverage.
This subsection {3)(b) does not preclude application of any
waiting period applicable to all new enrollees under the
health benefit plan.

{c} A health benefit plan may exclude coverage for late

enrollees for 18 months or for an l18-month preexisting
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condition exclusion, provided that if both a period of
exclusion from coverage and a preexisting condition
exclusion are applicable tc a late enrollee, the combined
period may not exceed 18 months from the date the individual
enrolls for coverage under the health benefit plan.

{(d) (i) Requirements used by a small employer carrier
in determining whether to provide coverage to a small
employer, including reguirements for minimum participation
of eligible employees and minimum employer contributions,
must be applied uniformly among all small emplayers that
have the same number of eligible employees and that apply
for ceoverage or receive coverage from the small employer
carrier.

(ii) A small employer carrier may vary the application
of minimum participation requirements and minimum employer
contribution requirements only by the size of the small
employer group.

{ey (i) If & small employer carrier offers coverage to
a small employer, the small employer carrier shall offer
coverage to all of the eligible employees of a small
employer and their dependents. A small employer carrier may
not offer coverage only to certain indiQiduals in a small
employer group or only to part of the group, except in the
case of late enrollees as provigded in subsection (3)(c}.

(ii) A small employer carrier may not modify a basic or
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atandard health benefit plan with respect tc a small
employer or any eligible employee or dependent, through
riders, endorsements, or otherwise, to restrict or exclude
coverage for certain diseases or medical conditions
otherwise covered by the health benefit plan.

{4) (a) A small employer carrier may not be required to
offer coverage or accept applications pursuant to subsection
(1) in the case of the fellowing:

{i) to a small employer when the small employer is not
physically located in the carrier's established gecgraphic
service area;

{(ii) to an employee when the employee does not work or
reside within the carrier's established geographic service
area; or

(iii) within an area where the small employer carrier
reasonably anticipates and demonstrates to the satisfaction
of the commissioner that it will not have the capacity
within its established geographic service area to deliver
service adequately to the members of a group because of its
obligations to existing group policyholders and enrollees.

{b) A small emplioyer carrier may not be required to
provide coverage to small employers pursuant to subsection
{1) for any period of time for which the commissioner
determines that requiring the acceptance of small employers

in accordance with the provisions of subsection (1) would
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place the small employer carrier in a financially impaired

condition,

NEW SECTION. Section 30. small employer carrier
reinsurance program -- board membership -- plan of operation
~~ criteria +~- exemption from taxation. (1) There is a

nonprofit entity to be known as the Montana small employer
health reinsurance program.

(2) (a) The program must operate subject to the
supervision and control of the board. The board consists of
nine members appointed by the commissioner plus the
commissioner or the commissioner's designated
representative, who shall serve as an ex officio member of
the board.

{b) (i) In selecting the members of the board, the
commissioner shall include representatives of small
employers, small employer carriers, and other qualified
individuals, as determined by the commissioner. At least six
of the members of the board must be representatives of small
employer carriers, one from each of the five small employer
carriers with the highest annual premium volume derived from
health benefit plans issued to small employers in Montana in
the previous calendar year and one from the remaining small
employer carriers. One member of the board must be a person

licensed, certified, or otherwise authorized by the laws of

Montana to provide health care in the ordinary course of
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business or in the practice of a profession. One member of
the board must be a small employer who is not active in the
health care or insurance fields. One member of the board
must be a representative of the general public who is
employed by a small employer and is not employed in the
health care or insurance fields.

{ii) The 1initial board members' terms are as follows:
one-third of the members shall serve a term of 1 vear;
one-third of the members shall serve a term of 2 years; and
ane-third of the members shall serve a term of 3 vyears.
Subsequent board members shall serve for a term of 3 years.
A Dboard member's term continues until that member's
successor is appointed.

(iii) A wvacancy on the board must be filled by the
commissioner., The commissioner may remove a board member for
cause,

{3) Within [60 days of the effective date of this
section), each small employer carrier shall file with the
commissioner the carrier's net health insurance premium
derived from health benefit plans issued to small employers
in this state in the previous calendar year.

(4) Within 180 days after the appointment of the
initial board, the board shall submit to the commissioner a
plan of operation and may at any time submit amendments to

the plan necessary or suitable to ensure the fair,
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reasonable, and equitable administration of the program. The
commissioner may, after notice and hearing,.approve the plan
of operaticn if the commissioner determines it to be
suitable to ensure the fair, reascnable, and eguitable
administration of the program and if the plan of operation
provides for the sharing of program gains or losses on an
equitable and proportionate basis in accordance with the
provisions of this section. The plan of operation is
effective upon written approval by the commissioner.

{3} If the board fails to submit a suitable plan of
operation within 180 days after its appointment, the
commissioner shall, after notice and hearing, promulgate and
adopt a temporary plan of operation. The commissioner shall
amend or rescind any temporary plan adopted under this
subsection at the time a plan of operation is submitted by
the board and approved by the commissioner.

(6) The plan of operation must:

{a) establish procedures for the handling and
accounting of program assets and money and for an annual
fiscal reporting to the commissioner;

(b) establish procedures for selecting an administering
carrier and setting forth the powers and duties of the
administering carrier;

(¢) establish procedures for reinsuring risks in

accordance with the provisions of this section;

-60- 8B 285



10
11
12
13
14
15
16
17
1s
19
20
21
22
23
24

25

SB 0285/02

{d) establish procedures for collecting assessments
from reinsuring carriers to fund claims and administrative
expenses incurred or estimated to be incurred by the
program; and

(e) provide for any additional matters necessary for
the implementation and administration of the program.

{7) The program must have the general powers and
authority granted under the lawa of this state to insurance
companies and health maintenance organizations licensed to
trangact business, except the power to issue health benefit
plans directly to either groups or individuwals. In addition,
the program must have the specific authority to:

(a) enter inte contracts as are necessary or proper to
carry out the provisions and purposes of [sections 22
through 36), including the authority, with the approval of
the commissioner, to enter into contracts with similar
programs of other states for the joint performance of common
functions or with persons or other organizations for the
performance of administrative functions:

{b} sue or be sued, including taking any legal actions
necessary of proper to recover any assessments and penalties
for, on behalf of, or against the program or any reinsuring
carriers;

(c) take any legal action necessary toc avoid the

payment of improper claims against the program;
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{d) define the health benefit plans for which
reinsurance will be provided and to issue reinsurance
policies in accordance with the requirements of [sections 22
through 36];

{e) establish rules, conditions, and procedures for
reinsuring risks under the program;

(f) establish actuarial functions as appropriate for
the operation of the program;

(g) appoint appropriate legal, actuarial, and other
committees as necessary to provide technical assistance in
operation of the program, policy and other contract design,
and any other function within the authority of the program;
and

(h) borrow money to effect the purposes of the program.
Any notes or other eviaence of indebtedness of the program
not in default are legal investments for carriers and may be
carried as admitted assets.

(8) A reinsuring carrier may reinsure with the program
as provided for in this subsecticn (8):

{(a) With respect toc a basic health benefit plan or a
standard health benefit plan, the program shall reinsure the
level of coverage provided and, with respect to other plans,
the program shall reinsure up to the level of coverége
provided in a basic or standard health benefit plan.

{b) A small employer carrier may reinsure an entire
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employer group within 60 days of the commencement of the
group's coverage under a health benefit plan.

(c) A reinsuring carrier may reinsure an eligible
employee or dependent within a period of 60 days following
the commencement of c¢overage with the small employer. A
newly eligible employee or dependent of the reinsured small
employer may be reingured within 60 days of the commencement
of coverage.

(d) (i) The program may not reimburse a reinsuring
carrier with respect to the claims of a reinsured employee
or dependent until the carrier has incurred an initial level
of claims for the employee or dependent of $5,.000 in a
calendar year for benefits covered by the program. In
addition, the reinsuring carrier is responsible for 20% of
the next $100,000 of benefit payments during a calendar year
and the program shall reinsure the remainder., A reinsuring
carrier's liability under this subsection (di(i) may not
exceed a maximum limit of $25,000 in any calendar year with
respect to any reinsured individual.

(ii) The Dboard annually shall adjust the initial level
of claims and maximum limit to be retained by the carrier to
reflect increases in costs and utilization within the
standard market for health benefit plans within the state,
The adjustment may not be less than the annual change in the

medical component of the consumer price index for all urban
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consumers of the United States department of labor, bureau
of labor statistics, unless the board proposes and the
commissioner approves a lower adjustment factor.

(e} A small employer carrier may terminate reinsurance
with the program for one or more of the reinsured employees
or dependents of a small employer on any anniversary of the
health benefit plan.

{£) A small emplover group business in effect before
January 1, 1994, may not be reinsured by the program until
January 1, 1997, and then only if the board determines that
sufficient funding sources are available.

{g) A reinsuring carrier shall apply all managed care
and claimg-handling techniques, including wutilization
review, individual case management, preferred provider
provisions, and other managed care provisions or methods of
operation consistently with respect to reinsured and
nonreinsured business.

(9) (a) As part of the plan of operation, the board
shall establish a methodology for determining premium rates
to be charged by the program for reinsuring small employers
and individuals pursuant to this section. The methodology
must include a system for classification of small employers
that reflects the types of case characteristies commonly
used by small employer carriers in the state. The

methodology must provide for the development of base
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reinsurance premium rates that must be multiplied by the
factors set forth in subsection ({9){b) to determine the
premium rates for the program. The base reinsurance premium
rates must be established by the board, subject to the
approval of the commissioner, and must be set at levels that
reasonably approximate gross premiums charged to small
employers by small employer carriers for health benefit
plans with benefits $imilar to the standard health benefit
plan, adjusted to reflect retention levels required under
[sections 22 through 361}.

{b) Premiums for the program are as Follows:

(i) An entire small employer group may be reinsured for
a rate that is one and one-half times the base reinsurance
premium rate for the group established pursuant to this
gubsection (9).

{ii) An eligible employee or dependent may be reinsured
for a rate that is five times the base reinsurance premium
tate for the individual established pursuant to this
subsection (9).

(¢) The board periodically shall review the methodclogy
established under subsection (9){a), including the system of
classification and any rating factors, to ensure that it
reasonably reflects the claims experience of the program.
The board may propose changes to the methodclogy that are

subject to the approval of the commissioner.
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{d} The board may consider adjustments to the premium
rates charged by the program to reflect the use of effective
cost containment and managed care arrangements.

(10) If a health benefit plan for a small employer is
entirely or partially reinsured with the program, the
premium charged to the small employer for any rating period
for the coverage issued must meet the requirements relating
to premium rates set forth in [section 27].

{11) (a) Prior to March 1 of each year, the board shall
determine and report to the commissioner the program net
loss for the previous calendar year, including
administrative expenses and incurred losses for the year,
taking into account investment income and other appropriate
gains and losses.

{b} A net loss for the year must be reimbursed by the
commissioner from funds specifically appropriated for that
purpose.

(12) The participation in the program as reinsuring
carriers; the establishment of rates, forms, or procedures;
Oor any other joint collective action required by [sections
22 through 36]) may not be the basis of any legal action,
criminal or civil liability, or penalty against the program
or any of its reinsuring carriers, either jointly or

separately.

{13) The board, as part of the plan of operation, shall
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develop standards setting forth the minimum levels of
compensation to be paid to producers for the sale of basic
and standard health benefit plans. In establishing the
standards, the board shall take into consideration the need
to ensure the broad availability of coverages, the
objectives of the program, the time and effort expended in
placing the coverage, the need to provide ongoing service to
small employers, the levels of compensation currently used
in the industry, and the overall costs of coverage to small
employers selecting these plans.

(14) The program is exempt from taxation.

NEW SECTION. Section 31. Health benefit plan committee
~- recommendations. {1) The commissioner shall appoint a
health benefit plan committee. The committee is composed of
representatives of carriers, small employers and employees,
health care providers, and producers.

(2) The committee shall recommend the form and level of
coverages to be made by small employer carriers pursuant to
[section 29},

(3) (a) The committee shall recommend benefit levels,
cost-sharing 1levels, exclusions, and limitations for the
basic health benefit plan and the standard health benefit
plan. The committee shall design a basic health benefit plan
and a standard health benefit plan that contain benefit and

cost-sharing levels that are consistent with the basic
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method of operation and the benefit plans of health
maintenance organizations, including any restrictions
imposed by federal law,

{b) The plans recommended by the committee must include
cost containment features, such as:

(i) wutilization review of health care services,
including review of the medical necessity of hospital and
physician services;

(1i) case management;

(iii) selective contracting with hospitals, physicians,
and other health care providers;

{iv) reasonable benefit differentials applicable to
praviders that participate or do not participate in
arrangements using restricted network provisions; and

{v) other managed care provisions,

(¢) The committee shall submit the health benefit plans
described in subsections (3){a) and {3)(b) to the
commissioner for approval within 180 days after the
appeintment of the committee.

NEW SECTION. Section 32. Periodic market evaluation --
report. The board, in consultation with members of the
committee, shall study and report at least every 3 years to
the commissioner on the effectiveness of [sections 22
through 36). The report must analyze the effectiveness of

[sections 22 through 36} in promoting rate stability,
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product availability, and coverage affordability. The report
may contain recommendations for actions to improve the
overall effectiveness, efficiency, and fairness of the small
employer health insurance markets. The report must address
whether carriers and producers are fairly and actively
marketing or issuing health benefit plans to small employers
in fulfillment of the purposes of [sections 22 through 36].
The report may contain recommendations for market conduct or
other regulatory standards or action.

NEW SECTION. Section 33. waiver of certain laws. A law
that requires the inclusion of a specific category of
licensed health care practitioner does not apply to a basic
health benefit plan delivered or issued for delivery to

small employers in this state pursuant to [sections 22

through 36].

NEW SECTION., Section 34, Administrative procedure. The
commissioner shall adopt rules in accordance with the
Montana Administrative Procedure Act to implement and
administer [sections 22 through 36].

NEW SEcTION. Section 3b. Standards to ensure fair
marketing. (1) Each small employer carrier shall actively
market health benefit plan coverage, including the basic and
standard health benefit plans, to eligible small employers
in the state, If a small employer carrier denies coverage

other than the basic or standard health benefit plans to a
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small employer on the basis of claims experience of the
small employer or the health status or claims experience of
its employees or dependents, the small employer carrier
shall cffer the small employer the opportunity to purchase a
basic health benefit plan or a standard health benefit plan.

(2) (a) Except as provided in subsection (2)(b), a
small employer carrier or producer may not directly or
indirectly engage in the following activities:

{i) encouraging or directing small employers to refrain
from filing an application for coverage with the small
employer carrier because of the health status of the
employer's employees or the claims experience, industry,
occupation, or geographic location of the small employer;

(ii}) encouraging or directing small employers to seek
coverage from another carrier because of the health status
of the employer's employees or the claims experience,
industry, occupaticn, or geographic location of the small
employer.

(b} The provisions of subsection (2)(a) do not apply
with respect to information provided by a small employer
carrier or producer to a small employer regarding the
established geographic service area or a restricted network
provision of a small employer carrier.

(3) (a) Except as provided in subsection (3)(b), a

small employer carrier may not, directly or indirectly,
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enter into any contract, agreement, or arrangement with a
producer that provides for or results in the compensation
paid to a producer for the sale of a health benefit plan to
be varied because of the health status of the employer's
employees or the claims experience, industry, occupation, ar
geographic location of the small emplover.

{b) Subsection (3)(a) does not apply with respect to a
compensation arrangement that provides compensation to a
producer on the basis of the percentage of a premium,
provided that the percentage may not wvary because of the
health status of the employer's employees or the claims
experience, industry, occupation, or geographic area of the
small employer,

(4) A small employer carrier shall provide reasonable
compensation, as provided under the plan of operation of the
program, to a producer, if any, for the sale of a basic or
standard health benefit plan.

(5) A small employer carrier may not terminate, fail to
renew, or limit its contract or agreement of representation
with a producer for any reason related to the health status
of the employer's employees or the claims experience,
industry, occupation, or geographic location of the small
employers placed by the producer with the small employer
carrier.

(6) A small employer carrier or producer may not induce
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or otherwise encourage a small employer to separate or
otherwise exclude an employee from health coverage or
benefits provided in connection with the employee's
employment.

(7} Denial by a small employer carrier of an
application for coverage from a small employer must be in
writing and must state the reason or reasons for the denial.

(8) The commissioner may adopt rules setting forth
additional standards to provide for the fair marketing and
broad availability of health benefit plans to small
employers'in this state.

(9) (a) A violation of this section by a small employer
carrier or a producer is an unfair trade practice under
33-18-102.

(b} If a small employer carrier enters into a contract,
agreement, or other arrangement with an administrator who
holds a certificate of registration pursuant te 33-17-603 to
provide administrative, marketing, or other services related
to the offering of health benefit plans to small employers
in this state, the administrator is subject to this section
as if the administrator were a small employer carrier.

NEW _SECTION. Section 36. Restoration of terminated
coverage. The commissioner may promulgate rules to require
small employer carriers, as a condition of transacting

business with small employers in this state after [the
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effective date of this section], to reissue a health benefit
plan to any small employer whose health benefit plan has
been terminated or not renewed by the carrier after [6
months prior to the effective date of this section). The
commissioner may prescribe the terms for the reissuance of
coverage that the commissioner finds are reasonable and
necessary to provide continuity of coverage to small
employers.

NEW SECTION. Section 37. codification instructions.
(1) (Sections 1 through 20] are intended to be codified as
an integral part of Title 50, and the provisions of Title 50
apply to [sections 1 through 20].

(2) [Sections 22 through 36) are intended to be
codified as an integral part of Title 33, and the provisions
of Title 33 apply to [sections 22 through 361,

NEW SECTION. Section 38. Effective dates. {1
[Sections 1 through 20, 37, and this section] are effective
on passage and approval.

{2) [Section 21] is effective July 1, 1996.

(3) [Sections 22 through 36] are effective January 1,
1994.

~End-
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SENATE BILL NO. 285
INTRODUCED BY FRANKLIN, B. BROWN, JACOBSON, SCHYE,
BIANCH1, HARPER, JERGESON, RYAN, LYNCH, HALLIGAN,
VAN VALKENBURG, MERCER, CRIPPEN, SQUIRES, GRINDE, COBB,
. CHRISTIRENS, BLAYLOCK, L. NELSON, ECK, STRIZICH, TOOLE,
COCCHIARELLA, MCCARTHY, WILSON, WATERMAN, BECK, KLAH#E,
DOWELL, RUSSELL, STANFORD, TUSS, DCLEZAL, DOHERTY,
PAVLOVICH, WEEDING, BRUSKI-MAUS, NATHE, VAUGHN,
WELDON, KENNEDY, WILSON, BARTLETT,

SIMPKINS, HOCKETT, YELLOWTAIL, J. JOHNSON

A BILL FOR AN ACT ENTITLED: “AN ACT PROVIDING FOR UNIVERSAL
HEALTH CARE ACCESS, HEALTH CARE PLANNING, AND COST
CONTAINMENT: CREATING THE MONTANA HEALTH CARE AUTHORITY;
PROVIDING FOR THE POWERS AND DUTIES OF THE AUTHORITY;
REQUIRING A STATEWIDE UNIVERSAL HEALTHE CARE ACCESS PLAN;
REQUIRING A HEALTH CARE RESOURCE MANAGEMENT PLAN; PROVIDING
FOR SIMPLIPICATION OF HEALTH CARE EXPENSES BILLING;
REQEIRING-PHE-AUPHOR IP¥ -PO-CONBUET-A--0FUBY - —ANB--REPORT-—-ON
LHONG-TBRM——CARB; -RBGUIRENG-FHE-AUPHORF®Y - PO-HSPAREISH-HEALTH

PHANNENG-REBGIONS-AND-BOARPS REQUIRING DEVELOPMENT OF UNIFORM

CLAIM FORMS AND PROCEDURES; REQUIRING THE AUTHORITY TO

CONDUCT STUDIES CONCERNING PRESCRIPTION DRUGS, LONG-TERM

CARE, AND THE CERTIFICATE OF NEED PROCESS: CREATING HEALTH

CARE PLANNING REGIONS: REQUIRING ESTABLISHMENT OF REGIORAL
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HEALTH CARE PLANNING BOARDS; PROVIDING FOR THE POWERS AND

DUTIES OF REGIONAL BOARDS; REQUIRING THE ESTABLISHMENT OF A
UNIFIED HEALTH CARE DATA BASE; PROVIBING-~-POR—--HEALPH

FNSURANEE--RBPORM REQUIRING HEALTH INSURER COST MANAGEMENT

PLANS; TRANSFERRING TO THE AUTHORITY CERTAIN FUNCTIONS OF
THE DEPARTMENT AND BOARD OF EHEALTH AND ENVIRONMENTAL

SCIENCES RELATING TO V¥PAb-STAPESP#€S STATE HEALTH PLANNING;

PROVIDING A SMALL EMPLOYER HEALTH INSURANCE AVAILABILITY

ACT: AMENDING SECTION 56-15-168% 50-1-201, MCA; AND PROVIDING
EFPECTIVE DATES."

STATEMENT OF INTENT
A--statement--of-iegislmtive-intent-is-required-for-this
bili-because-{tsection-10i-requires-the-Montana--heatth--care
authority—-to-—-adopt—-ruies--estabiishing--a-maximum-of-five
heatth-care-pianning-regions;-to-estabiish—-regionat--heaith
eare~--pianning-boards-within-these-regionsy-and-co-estabiiah

a-procedure-for-asetection-of--regionat--board--members——Fhe

THERE ARE NO CHANGES IN THIS BILL
AND WILL NOT BE REPRINTIED. PLEASE
REFER TO YELLOW COPY FOR COMPLETE TEXT.
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HOUSE STANDING COMMITTEE REPORT

March 30, 1993 ™
Page 1 of 14

Mr. Speaker: We, the committee on _Human Services and Aging
report that _Senate Bill 28BS {third reading copy ~- blue) be

concurred in as amended .
Wim B Bbharsky

Bill Boharski, Chair

Signed:

And, that such amendments read:

Carried by: Rep. Jim Rice

1. Title,

Page 2, line 9

Following: "ACT;"

Insert: “"ALLOWING HEALTH CARE FACILITIES TO ENTER INTO

COOPERATIVE AGREEMENTS WITH THE APPROVAL AND SUPERVISION OF
THE AUTHORITY;"

2. Page 3, line 24
Following: “effeetivesr”
Insert: "{(1}*

3. Page 4, line 2.
Strike: "{1)}*
Insert: "(a)"

4. Page 4, line 9,
Strike: "(2)"
Insert: “(b}"

5. Page 4, line 22.
Strike: "(3)"
Insert: "(c)"®

6. Page 5, line 2.

Strike: "(4)"

Insert: "(d)"

7. Page 5, line 1i4.

Strike: "{5)"

Insert: "(le)" 'R
Following: *“30," R
Insert: "31, /fo‘o

Committee Vote:

Yes fF . No O 710952SC.Hss

s T

March 30, 1993
Page 2 of 14

8. Page 6,

Following: line 5

Insert: " (f) [section 44] regquires the authority to adopt rules
implementing [sections 37 through 44]. The rules adopted by
the authority must specify the form and content of
applications for certificates of public advantage; details
of the reconsideration, revocation, hearing, and appeal
processes; and other matters as the authority determines
necessary. The rules that are adopted by the authority must
also provide the authority with direct supervision and
control over the implementation of cooperative agreements
between facilities.

(2) 1In preparing the plan required by [section 51, the
authority shall ceonsider the following matters for the fecllowing
features of the plan:

(a} a unified health care budget. The authority shall
consider the development of a state health care budget based upon
the budgets submitted by the regional health care planning
boards.

(b) caps for provider expenditures. The authority
shall consider a process for adopting mandatory limits on
provider expenses, including fees and salaries.

{¢) global budgeting for all health care spending.

The authority shall consider adopting a budgeting process, with
public involvement, by which a unified health care budget is
determined.

(d) controlled capital expenditures. The authority
shall consider adopting a system similar to the certificate of
need system by which capital expenditures are controlled.

{e} binding cap on overall expenditures. The
anthority shall consider adopting mandatory limits on all types
of expenditures of health care providers, including capital
expenditures, small equipment purchases, personnel costs, and all
other types of operating costs,

(f) market control. The authority shall consider the
development of a state health care plan based upon the
preferences and needs of the health care consumer. Incentives
for market control should include mechanisms that encourage

health care providers to respond to preferences and needs of
health care consumers.®

9. Page 7,
Following: line 8

Insert: "({e) _facilitate universal access to health sciences
information;"

Renumber: subsequent subsections

HOUSE
3B 285
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10. Page 7.

Following: line 12

Insert: *"{3) It is further the policy of the state of Montana
that regardless of whether or what form of a health care
access plan is adopted by the legislature, the health care
authority, health care providers, and other persons involved
in the delivery of health care services need to increase
their emphasis on the education of consumers of health care
services. Consumers should be educated concerning the
health care system, payment for services, ultimate costs of
health care services, and the benefit to consumers generally
of providing only services to the consumer that are
reasonable and necessary." -

11, Page 7, line 14.
Foliowing: "20"
Insert: “and 37 through 44"

12. Page 7.

Following: line 18

Insert: "{3)}) "Certificate of public advantage" or "certificate"
means a written certificate issued by the authority as
evidence of the anthority's intention that the
implementation of a cooperative agreement, when actively
supervised by the authority, receive state action immunity
from prosecution ag a violation of state or federal
antitrust laws.

{4) “Cooperative agreement™ or "agreement" means a
written agreement between two or more health care facilities
for the sharing, allocation, or referral of patients;
personnel; instructional programs; emergency medical
services; support services and facilities; medical,
diagnostic, or laboratory facilities or procedures; or other
services customarily offered by health care facilities."®

Renumber: subsequent subsections

13. Page 7.

Following: line 20

Ingert: "{6) "Health care® includes both physical health care

and mental health care.”

Renumber: subsequent subsections

7109528C.Hss

Marxch 30, 1993
Page 4 of 14

14. Page 9, lines 8 and 10.
Strike: "majority"
Insert: "speaker®

15, Page 9, lines 15 and 17.
Strike: "majority®
Insert: "president"

16. Page 10,

Following: line 15

Ingert: "(8) The attorney general is an ex officio, nonvoting
member of the authority only for the purpose of the
authority's approval or denial of certificates of public
advantage, supervision of cooperative agreements, and

revacation of certificates of public advantage pursuant to
[sections 37 through 44]."

Renumber: subseguent subsection

17. Page 11, 1line 22.
Strike: "and perform other acts"

18. Page 12, line 17.
Following: “system."

Ingert: "Each statewide plan must include incentives for market
control,."

19. Page 12, lines 22 and 23.

Strike: "no later than 45 days from the first day of the 1995
legislative session”

20. Page 13, lines 2 and 9.
Fellowing: "health”
Insert: "care™

21. Page l4.
Following: line 3

Insert: "(f) consideration of the limitations of public
: funding; "

Renumber: subsequent subsections

7109525C.Hss



March 30, 1993
Page 5 of 14

22. Page 14, line 10.
Following: "costs”
Insert: ", provide market control,”

23. Page 14.
Following: line 17
Insert: "(p) incentives for market control;"

Renumber: subsequent subsections

24. Page 14.

Following: line 24

Insert: "(3) Nothing in [sections 7 through 9 and 1l1] or this
section may be interpreted to prevent Montana residents from

gseeking health care services not provided in either or both
atatewide plans.”

25, Page 15, line 1.
Following: “component”™
Insert: ", including annual cost containment targets"

26. Page 15, line 3.
strike: “a target™
Insert: "targets"

27. Page 15, line 11.
Strike: "target"”
Insert: “targets”

28B. Page 15, line lé6.
Following: "shall"
Insert: ", at a minimum,"

29. Page 15, line 23.
Following: "prognosis®
Insert: "and an individual's choice of services"

30. Page 16, line 6.
Strike: "target™
Ingert: "targets”
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31. Page 17.
Following: line 18

_Insert: "(viii) health sciences library resources and services;"

Renumber: subsequent subsections

32. Page 20, line 22,
Strike: "By January 1, 1994, the"
Insert: "The"

33. Page 22, line 17,

Strike: "shall"”

Insert: "may”

Following: "legislation"

Insert: "in addition to [sections 37 through 44)"

314. Page 23, line 6.

Strike: "Hearings™

Insert: "Availability of plans -- hearings”

Following: "plans."

Insert: "{1} The authority shall make copies of the draft
statewide plans widely available at public expense to
interested persons and groups. (2)"

35. Page 213.
Following: line 17
Insert: "(3}) The authority shall consider oral and written

public comments on the statewide plans before recommending
them to the legislature."”

36. Page 26, line 12.
Following: "process for"
Insert: "hospitals and for"

37. Page 30, line 2.
Strike: "local"®
Insert: "public and private"

38. Page 33, line 3.
Following: "."

Insert: "Information in the data base not required by law to be

kept confidential must be made available by the authority
upon request of any person.”

39, Page 36,
Following: line 7
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Insert: "{3) “Assessable carrier” means all individual carriers
of disability insurance and all carriers of group disability
insurance, the state group benefits plan provided for in
Title 2, chapter 18, part 8, the Montana university system
health plan, and any self-funded disability insurance plan
provided by a political subdivision of the state.,"

Renumber: subsequent subsections

40, Page 38, line 25,
Following: "certificate"”
Insert: “"providing for physical and mental health care"

41, Page 42, line 15,

Following: “"taxation”

Insert: “or that are members of an association that has been in
existence for 1 year prior to [the effactive date of
gections 22 through 36] and that provides a health benefit
plan to employees of its members as a group”

42, Page 44, line 2.
Strike: "may"
Insert: "shall”™

43. Page 45, line 13.
Strika: ", In"
Insert: "; in®

44, Page 45, line 21.
Strikez "."
Insert: ";"

45, Page 46, lines 12 through 15,
Strike: subsection (e) in its entirety
Renumber: subseguent subsections

46. Page 47, line 6.

Strike: ". In"

Insexrt: “; in"

47. Page 47, line 1l4.
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Strike: "."
Insert: “; and"

48. Page 48, lines 7 through 9.
Strika: subsection (j) in its entirety

Renumber: subsequent subsection

49. Page 4B, line 10.
Strike: “"may”
Insert: “"shall"

50. Page 5%, line 18.

Following: "section]"”

Insert: “and on or before March 1 cf each year after that date”
Strike: "small employer™

Insert: “assessable”

51. Page 59, line 20.
Strike: "to small employers®

52. Page 61, line 2.
Strike: "reinsuririg”
Insert: "assessable"

53, Page 61, lines 2 and 3.
Strike: "and administrative expenses"

54. Page 61, line 3.
Strike: "or estimated to be incurred®

55. Page 61, line 4.

Strike: "and"”

Insert: "{e) establish procedures for allocating a portion of
premiums collected from reinsuring carriers to fund
administrative expenses incurred or to be incurred by the
program; anda”

Renumﬁgr: subsequent subseciion

56. Page 61, line 7,
Strike: "must have"
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Insert: "has"

57. Page 61, line 12.

Strike: "must have the specific authority
Insert: "may”™ .

58. Page 61, line 21.
Strike: "assessments”
Insert: "premiums"

59. Page 62, line 5.
Strike: "rules,"
Following: “"conditions™
Strike: *,"

60. Page 62, line 13.
Strike: "and"
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Ingert: "(h) to the extent permitted by federal law and in
accordance with subsection {11) (¢), make annual fiscal yearend
assessments against assessable carriers and make interim
agsegements to fund claims incurred by the program; and"

Renumber: subsequent subsection

61. Page &4, line B.
Strike: "business”™
Insert: “"health benefit plan”®

62, Page 66, lines 15 through 17.
Following: "(b)" on line 15

Strxike: the remainder of line 15 through "." on line 17

Insert: "To the extent permitted by federal law, each assessable
carrier shall share in any net loss of the procgram for the
year in an amount equal to the ratio of the total premiums
earned in the previous calendar year from health benefit
plans delivered or issued for delivery by each assessable
carrier divided by the total premiums earned in the previous
calendar year from health benefit plans delivered or issued
for delivery by all assessable carriers in the state.

{c) The board shall make an annual determination in
accordance with this section of each assessable carrier's
liability for its share of the net loss of the program and,
except as otherwise provided by this section, make an annual
fiscal yearend assessment against each assessable carrier to the

~extent of that liability. If approved by the commissioner, the
board may alsc make interim assessments against assessable
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carriers to fund claimg incurred by the program. Any interim
assessment must be credited against the amount of any fiscal
yearend assegssment due or to be due from an assesgable carrier.
Payment of a fiscal yearend or interim assessment is due within
30 days of receipt by the assessable carrier of written notice of
the assessment. An assessable carrier that ceases deing business
within the state is liable for assessments until the end of the
calendar year in which the assessable carrier ceased doing
business. The board may determine not to assess an assessable
carrier if the assessable carrier's liability determined in
accordance with this section does not excead $10."

63. Page 67,

Following: line 11

Insert: "(15) On or before March 1 of each year, the
commissioner shall evaluate the operation of the program and
report to the governor and the legislature in writing the
results of the evaluation. The report must include an
estimate of future costs of the program, assesesments
necessary to pay those costs, the appropriateness of
premiums charged by the program, the level of insurance
retention under the program, the cost of coverage of small

employers, and any recommendations for change to the plan of
operation.”

64. Page 67.
Strike: lines 15 and 16
Insert: "the following members:
{(a} one health care provider;
(b) one representative of the health insurance industry;
{c) one employee of a small employer;
{(d) one member of a labor union; and
le) one representative of the general public who may not

represent the persons or groups listed in subsections (1} (a)
through (1) (d)."

65. Page 67, line 17.
Follewing: “"shall”™
Insert: ", after holding a public hearing,"

66. Page 68, line 18.
Strike: "for approval”

67. Page 68, line 19,
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Following: “committee."

Insert: "The commissioner shall adopt as a rule pursuant to Title
2, chapter 4, part 3, the health benefit plans required by
[section 29(1)] to be offered in this state.”

68. Page 69, line 12.

Strike: "practitioner does”

Insert: "practitioners and a law that requires the coverage of a
health care service or benefit do”

69, Page 69, line 15,

Following: "through 361" .
Insert: “but do apply to a standard health benefit plan delivered
or issued for delivery to small employers in this state

pursuant to {[sections 22 through 36}"

70, Page 73.

Following: line 8

Insert: "NEW SECTION., Section 37, Finding and purpose. The
legislature finds that the goals of controlling health care
costs and improving the quality of and access to health care
will be significantly enhanced in some cases by cooperative
agreements among health care facilities. The purpose of
[sections 37 through 44] is to provide the state, through
the authority, with direct supervision and control over the
implementation of cooperative agreements among health care
facilities for which certificates of public advantage are
granted. It is the intent of the legislature that
supervision and control over the implementation of these
agreaments substitute state regulation of facilities for
competition between facilities and that this regulation have
the effect of granting the parties to the agreements state
action immunity for actions that might otherwise be
considered to be in violation of state or federal, or both,
antitrust laws.

NEW SECTION. Section 38. Cooperative agreements allowed.
A health care facility may enter into a cooperative agreement
with one or more health care facilities.

NEW SECTION, Section 39. Certificate of public advantage -
- standards for certification -- time for action by authority,
(1) Parties to a cooperative agreement may apply to the
authority for a certificate of public advantage. The application

for a certificate must include a copy of the propeosed or executed
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agreement, a description of the scope of the cooperation
contemplated by the agreement, and the amount, nature, source,
and recipient of any consideration passing to any person under
the terms of the agreement.

(2) The authority shall holé a public hearing on the
application for a certificate hefore acting upon the application.
The authority may not issue a certificate unless the authority
finds that the agreement is likely to result in lower health care
costs or in greater access to or quality of health care than
would occur without the agreement. If the authority denies an
application for a certificate for an executed agreement, the
agreement is void upon the decision of the authority not to issue
the certificate. Parties to a void agreement may not implement
or carry out the agreement.

{3) The authority shall deny the application for a
certificate or issue a certificate within 90 days of receipt of a
completed appiication.

NEW SECTION. Section 40. Reconsideration by authority.

(1) TIf the authority denies an application and refuses to issue
a cartificate, a party to the agreement may reguest that the
authority reconsider its decision. The authority shall
reconsider its decision if the party applying for reconsideration
submits the request to the authority in writing within 30
calendar days of the authority's decision to deny the initial
application.

(2) The authority shall hold a public hearing on the
application for reconsideration. The hearing must be held within
30 days of receipt of the request for reconsideration unless the
party applying for reconsideration agrees to a hearing at a later
time, The hearing must be held pursuant to 2-4-604.

(3) The authority shall make a decision to deny the
application or to issue the certificate within 30 days of the
conclusion of the hearing required by subsection (2). The
decision of the authority must be part of written findings of
fact and conclusions of law supporting the decision. The
findings, conclusions, and decision must be served upon the
applicant for reconsideration.

NEW SECTION. Section 41. Revocation of certificate by
authority. The authority shall revoke a certificate
previously granted by it if the authority determines that the

' cooparative agreement is not resulting in lower health care costs

or greater access teo or quality of health care than would occur
in absence of the agreement.

{2) A certificate may not be revoked by the authority

without giving notice and an opportunity for a hearing before the
authority as follows:

(a) Written notice of the proposad revocation must be given
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to the parties to the agreement for which the certificate was

. issued at least 120 days before the effective date of the
proposed revocation, .

{(b) A hearing must be provided prior to revocation if a
party to the agreement submits a written request for a hearing to
the authority within 30 calendar days after notice is mailed to
the party under subsection (2} (a).

{c} Within 30 calendar days of receipt of the request for a
hearing, the authority shall hold a public hearing to determine
whether or not to revoke the certificate. The hearing must be
held in accordance with 2-4-604,

{3) The authority shall make its final decision and serve
the parties with written findings of fact and conclusions of law
in support of its decision within 310 days after the conclusion of
the hearing or, if no hearing is requested, within 30 days of the
date of expiration of the time to request a hearing.

{4) If a certificate of public advantage is revoked by the
authority, the agreement for which the certificate was issued is
terminated.

NEW SECTION. Section 42, Appeal, A party to a cooperative
agreement may appeal, in the manner provided in Title 2, chapter
4, part 7, a final decision by the authority to deny an
application for a certificate or a decision by the authority to
revoke a certificate. A revocation of a certificate pursuant to
{section 41] does not become final until the time for appeal has
expired. 1If a decision to revoke a certificate is appealed, the
decision is stayed pending resolution of the appeal by the
courts.,

NEW SECTION. Section 43. Record of agreements to be kept.
The authority shall keep a copy of cooperative agreements for
which a certificate is in effect pursuant to [section 37 through
44]. A party to a cooperative agreement who terminates the
agreement shall notify the authority in writing of the
termination within 30 days after the termination.

NEW SECTION. Section 44, Rulemaking. The authority shall
adopt rules to Implement [sections 37 through 43}, The rules
shall include rules:

(1) specifying the form and content of applications for a
certificate;

(2) specifying necessary details for reconsideration of
denial of certificates, revocationa of certificates, hearings
required or authorized by [sections 37 through 43], and appeals;
and '

{3) to effect the active supervision by the authority of
agreements between health care facilities. These rules may

include reporting requirements for parties to an agreement for
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which a certificate is in effect."

Renumber: subsequent sections

71. Page 73, lines 10 and 12.
Following: "20"
Insert: “and 37 through 44"

72. Page 73,
Following: line 15
Ingsert: "NEW SECTION. Section 46. Severability. If a part of

[this act] 1s 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.*®

Renumber: subsequent section

73. Page 73, line 17,
Strike: ®*, 37,"
Insert: “"and 44 through 456"

74, Page 73, line 20.
Following: "through"
Ingert: "28, 35, and"

75. Page 73.

Following: line 21

Insert: “(4) [Sections 30 through 34] are effective July 1,
1993." ’

-END-
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SENATE BILL NO. 285

INTRODUCED BY FRANKLIN, B, BROWN, JACOBSON, SCHYE,

BIANCHI, HARPER, JERGESON, RYAN, LYNCH, HALLIGAN,
VAN VALKENBURG, MERCER, CRIPPEN, SQUIRES, GRINDE, COBB,
CHRISTIAENS, BLAYLOCK, L. NELSON, ECK, STRIZICH, TOOLE,
COCCHIARELLA, MCCARTHY, WILSON, WATERMAN, BECK, KLAMFE,

DOWELL, RUSSELL, STANFORD, TUSS, DOLEZAL, DOHERTY.

PAVLOVICH, WEEDING, BRUSKI-MAUS, NATHE, VAUGHN,
WELDON, KENNEDY, WILSON, BARTLETT,

SIMPKINS, HOCKETT, YELLOWTAIL, J. JOHNSON

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR UNIVERSAL
HEALTH CARE ACCESS, HEALTH CARE PLANNING, AND COST
CONTAINMENT; CREATING THE MONTANA HEALTH CARE AUTHORITY;
PROVIDING FOR THE POWERS AND DUTIES OF THE AUTHORITY;
REQUIRING A STATEWIDE UNIVERSAL HEALTH CARE ACCESS PLAN;
REQUIRING A HEALTH CARE RESOURCE MANAGEMENT PLAN; PROVIDING
FOR SIMPLIFICATION OF HEALTH CARE EXPENSES BILLING;
REQHIR!NG-THE—ABTH&R!TY—TG-EBNBBE?—A--STUB¥-—ANB—-REP6RT——BN
hBNS—TERM--EARﬂf-REQBfRiNG-?BE*AB?HGR§§¥—QG—ES?ABBESH—HEAETH

PLANNENG-REGIONS-AND-BOARDS REQUIRING DEVELOPMENT OF UNIFORM

CLAIM FORMS AND PROCEDURES; REQUIRING THE AUTHORITY TO

CONDUCT STUDIES CONCERNING PRESCRIPTION DRUGS, LONG-TERM

CARE, AND THE CERTIFICATE OF NEED PROCESS; CREATING HEALTH

CARE DLANNING REGIONS; REQUIRING ESTABLISHMENT OF REGIONAL
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HEALTH CARE PLANNING BOARDS; PROVIDING FOR THE POWERS AND

DUTIES OF REGIONAL BOARDS; REQUIRING THE ESTABLISHMENT OF A
UNIFIED HEALTH CARE DATA BASE; FPROViBING---POR-~-HBABPH

INSHRANEE--REPORM REQUIRING HEALTH INSURER COST MANAGEMENT

PLANS; TRANSFERRING TQ THE AUTHORITY CERTAIN FUNCTIONS OF
THE DEPARTMENT AND BOARD OF HEALTH AND ENVIRONMENTAL

SCIENCES RELATING TO ViTAb-SPAFSTF€S STATE HEALTH PLANNING;

PROVIDING A SMALL EMPLOYER HEALTH INSURANCE AVAILABILITY

ACT; ALLOWING HEALTH CARE FACILITIES TO ENTER INTQ

COOPERATIVE AGREEMENTS WITH THE APPROVAL AND SUPERVISION OF

THE AUTHORITY; AMENDING SECTION 58-3%5-18% 50-1-201, MCA; AND

PROVIDING EFFECTIVE DATES."

STATEMENT OF INTENT

A-—-statement--of-legistarive-intent-is-required-for-this
biti-becanse-{asection-183-requires-che-Montana—-heatth-—-care
anthority--to--adopt--ruies--establtishing--a-maximum-cf-five
heatth-care-pianning-regions;—to-establish--regionat--heateh
care--pianning-beards-within-those-regionar-and-to-esecabitsh
a-procedure-for-seiection-cf--regionai--board--memberss--%he
tegistature--intenda-—that-the-ruites-estabiishing-the-heateh
ecare-pianning-regiena-be-based-primacity-uvpon-the-geographie
heatth-care-referrai-pacterns-by-which-heaith-¢care-providers
refer-—patients——eo--speciatises--or-—targer---heatch---care

facititiest-—-Phese--rutes-shonid-aise-consider-communication
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and-tranaportetion-patterns-and-nacurat--barriers--to--these
patternac-Fhe-rutes-establishing-the-boards-muse-specrfy-the
numbes-—-of--members;——any--retevant--quatificationsy-and-the
eperations-and-duties-of-rhe-boards-and-must-provide--for—-a
funding-mechanism-by-grans-fram-ehe-authority--Fhe-procedure
for--seiection--cf-tne-beard-members-must-provide—for-pabize
notice-sf-the-seiection-processs
A-statemene-pf-ineent-is-alsc-required-becagse--tsection
39}--requires--the--anthority-te-adept-rutes-reiating-to-the
umified-neaith-care-data-base--Fhe-—authorityis--cutes--muac
speeify-éﬂ-eomprehensive—detaii—what-infofmation*is—required
to--be--provided--ky--health-eare-providers-and-the-times-at
which-the-information-ta-te-pe-provideds-Fhe-rutes-musc-aise
provide-éor—eudib—precedures-to—determine——ehe-—accnracy——of
the—-fited--datar-—Fhe--confidentiatity--provisions—-must-be
consiastent-——with--—other---state-—-iaws—---geverning--—-—the
econfidenttatrty—--of---publie-~-recorda;-—-inciuding--mediecal
recordsy-and-must-appiy-to-empteyees-cf-the-antherity-and-to
others-receiving-or-using-records-in-the-daea-bases
A-statement-sf-incent-is-aiso-required-becanse—-fseetion
13}--requires——the--commissioner-of-insurance-to-adopt-rules
geverning—smnii—empioyer—group-hee&th—pianav-in——determining
the—-baste--benefits—-package;-~the--ssmmissioner-shati-make
objective—-determinationss —-supperted--by-—avaiiable---datay

esncerning-the-type-of-benefits-required-and-shaii-determine
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that--the--benefits-to-be~required-are-cost-effeceiver (1) A

STATEMENT OF LEGISLATIVE INTENT IS REQUIRED FOR THIS BILL

BECAUSE:

£4(A) [SECTIQON 4] AUTHORIZES THE MONTANA HEALTH CARE

AUTHORITY TQ AROPT RULES NECESSARY TCO IMPLEMENT [SECTIQNS 1

THROUGH‘ 20]. IN ADDITION TO THOSE RULEMAKING MATTERS

ADDRESSED BELOW, THE AUTHORITY MAY ADOPT RULES GOVERNING

SUCH MATTERS AS ITS MEETINGS, PUBLIC HEARINGS, AND RULES OF

PROCEDURE AND RULES OF ETHICAL CONDUCT AGDVERNING iTs

MEMBERS .

+24(B) [SECTION 17] REQUIRES THE MONTANA HEALTH CARE

AUTHORITY TO ADOPT RULES TQ ESTABLISH REGIONAL HEALTH CARE

PLANNING BOARDS WITHIN THE HEALTH CARE PLANNING REGIONS

ESTABLISHED IN {SECTION 17} AND TO ESTABLISH A PROCEDURE FOR

SELECTION OF REGIONAL BOARD MEMBERS. THE RULES ESTABLISHING

THE BOARDS MUST SPECIFY THE NUMBER OF MEMBERS, ANY RELEVANT

QUALIFICATIONS, AND THE OPERATIONS AND DUTIES OF THE BOARDS

AND MUST PROVIDE FOR A FUNDING MECHANISM BY GRANT FROM THE

AUTHORITY. 1IN ADDITION, THE RULES MUST BROVIDE FOR

CONSIDERATION OF A BALANCE BETWEEN RURAL AND URBAN INTERESTS

IN THE SELECTION OF REGIONAL BOARD MEMBERS. THE PROCEDURE

FPOR SELECTION OF THE BOARD MEMBERS MUST PROVIDE FOR PUBLIC

NOTICE OF THE SELECTION PROCESS.

£33(C) [SECTION 10] GRANTS THE COMMISSIONER OF

INSURANCE THE AUTHCRITY TO ADOPT RULES SPECIFYING UNIFORM

~4- SB 285
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HEALTH INSURANCE CLAIM FORMS AND PROCEDURES. THE FORMS

SHOULD BE BASED UPQON FEXISTING FORMATS, BE AS SHORT AS

POSSIBLE, AND BE COMPATIBLE WITH ELECTRONIC DATA

TRANSMISSTON.

¢4}(D) ([SECTION _19] REQUIRES THE AUTHORITY TO ADOPT

RULES RELATING TO THE UNIFIED HEALTH CARE DATA BASE. THE

AUTHORITY'S RULES MUST SPECIFY IN COMPREHENSIVE DETAIL WHAT

INFORMATION IS REQUIRED TO BE PROVIDED BY HEALTH CARE

PROVIDERS AND THE TIMES AT WHICH THE INFORMATION IS TO BE

PROVIDED. THE RULES MUST ALSO PROVIDE FOR AUDIT PROCEDURES

TO DETERMINE THE ACCURACY OF THE FILED DATA. THE

CONFIDENTIALITY PROVISIONS MUST BE CONSISTENT WITH OTHER

STATE LAWS GOVERNING THE CONFIDENTIALITY OF PUBLIC RECORDS,

INCLUDING MEDICAL RECORDS, AND MUST APPLY TO EMPLOYEES _OF

THE AUTHORITY AND TO OTHERS RECEIVING OR USING RECORDS IN

THE DATA BASE.

£54({E} [SECTIONS 23, 26, 27, 30, 31, AND 14 THROUGH 36]

REQUIRE THE COMMISSIONER OF INSURANCE TO ADOPT RULES

COVERNING SMALL EMPLOYER GROUP HEALTH BLANS. IN DETERMINING

THE BASIC BENEFITS PACKAGE, THE COMMISSIONER SHALL MAKE

OBJECTIVE GETERMINATIONS, SUPPORTED BY AVAILABLE DATA,

CONCERNING THE TYPE OF BENEFITS REQUIRED AND SHALL DETERMINE

PHAT THE BENEFITS TO BE REQUIRED ARE COST-EFFECTIVE PURSUANT

. 7?0 THE SMALL EMPLOYER HEALTH INSURANCE AVAILABILITY ACT. THE

COMMISSIONER MAY ADOPT RULES PROVIDING FOR A TRANSITION
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PERIOD TO ALLOW SMALL EMPLOYER CARRIERS TO COMPLY WITH

CERTAIN PROVISIONS OF THE ACT. THE COMMISSIONER MAY APPROVE

THE ESTABLISHMENT OF ADDITIONAL CLASSES OF BUSINESSES ONLY

IF THE COMMISSIONER DETERMINES THAT THE ADDITIONAL CLASSES

WOULD ENHANCE THE EFFICIENCY AND FAIRNESS OF THE SMALL

EMPLOYER HEALTH INSURANCE MARKET. THE COMMISSIONER IS

REQUIRED UNDER THE ACT TO ADOPT RULES TO IMPLEMENT AND

ADMINISTER THE ACT.

(F) ISECTICN 44] REQUIRES THE AUTHORITY TO ADOPT RULES

IMPLEMENTING {SECTIONS 37 THROUGH 44]. THE RULES ADOPTED BY

THE AUTHORITY MUST SPECIFY THE FORM AND CONTENT OF

APPLICATIONS FOR CERTIFICATES OF PUBLIC ADVANTAGE; DETAILS

OF THE RECONSIDERATION, REVOCATION, HEARING, AND APPEAL

PROCESSES; AND OTHER MATTERS AS THE AUTHORITY DETERMINES

NECESSARY. THE RULES THAT ARE ADOPTED BY THE AUTHORITY MUST

ALSO PROVIDE THE AUTHORITY WITH DIRECT SUPERVISION AND

CONTROL OVER THE IMPLEMERTATION OF COOPERATIVE AGREEMENTS

BETWEEN FACILITIES.

{2) 1IN PREPARING THE PLAN REQUIRED BY [SECTION 5], THE

AUTHORITY SHALL CONSIDER THE FOLLOWING MATTERS FOR THE

POLLOWING FEATURES OF THE PLAN:

(A) A UNIFIED HEALTH CARE BUDGET. THE AUTHORITY SHALL

CONSIDER THE DEVELOPMENT OF A STATE HEALTH CARE BUDGET BASED

UPON THE BUDGETS SUBMITTED BY THE REGIONAL HEALTH CARE
PLANNING BOARDS.
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{B) CAPS FOR PROVIDER EXPENDITURES. THE AUTHORITY SHALL

CONSIDER A PROCESS FOR ADOPTING MANDATORY LIMITS ON PROVIDER

EXPENSES, INCLUDING FEES AND SALARIES.

(C) CGLOBAL BUDGETING FOR ALL HEALTH CARE SPENDING. THE

AUTHORITY SHALL CONSIDER ADOPTING A BUDGETING PROCESS, WITH

PUBLIC INVOLVEMENT, BY WHICH A UNIFIED HEALTH CARE BUDGET IS

DETERMINED.

(D) CONTROLLED CAPITAL EXPENDITURES. THE AUTHORITY

SHALL CONSIDER ADOPTING A SYSTEM SIMILAR TO THE CERTIFICATE

OF NEED SYSTEM BY WHICH CAPITAL EXPENDITURES ARE CONTROLLED.

{E) BINDING CAP ON OVERALL EXPENDITURES. THE AUTHORITY

SHALL <CONSIDER ADOPTING MANDATORY LIMITS ON ALL TYPES OF

EXPENDITURES OF HEALTH CARE PROVIDERS, INCLUDING CAPITAL

EXPENDITURES, SMALL EQUIPMENT PURCHASES, PERSONNEL COSTS,

AND ALL OTHER TYPES OF OPERATING COSTS.

{F) MARKET CONTROL. THE AUTBORITY SHALL CONSIDER THE

DEVELOPMENT QF A STATE HEALTH CARE PLAN BASED UPON THE

PREFERENCES AND NEEDS OF THE HEALTH CARE CONSUMER.

INCENTIVES FOR MARKET CONTROL SHOULD INCLUDE MECHANISMS THAT

ENCOURAGE BEALTH CARE PROVIDERS TO RESPOND TO PREFERENCES

AND NEEDS OP HEALTH CARE CONSUMERS.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
(Refer to Introduced Bill)

Strike everything after the enacting clause and insert:
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NEW SECTION. Section 1. State health care policy. (1)
It is the policy of the state of Montana to ensure that all
residents have access to quality health services at costs
that are affordable. To achieve this policy, it is necessary
to develop a heaith care system that is integrated and
subject to the direction and cversight of a single state
agency, Comprehensive health planning through the
application of a statewide health care resource management
plan that is linked to a unified health care budget for
Montana is essential,

{2) It is further the policy of the state of Montana
that the health care system should:

(a) maintain and improve the quality of health care
services offered to Montanans;

(b) contain or reduce increases in the cast of
delivering services sc that health care costs do not consume
a disproportionate share of Montanans' income or the money
available for other services required to ensure the health,
safety, and welfare of Montanans;

(c¢) avoid unnecessary duplication in the development
and offering of health care facilities and services;

{d) encourage regional and local participation in
decisions  about health care delivery, financing, and
provider supply;

(E) FACILITATE UNIVERSAL ACCESS TO HEALTH SCIENCES

-B- SB 28%
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INFORMATION;

+E3(F) PROMOTE RATIONAL ALLOCATION OF HEALTH _ CARE

RESOQURCES IN TBE STATE; AND

+F¥(G) FACILITATE UNIVERSAL ACCESS TO PREVENTIVE AND

MEDICALLY NECESSARY HEALTH CARE.

(3} IT IS FURTHER THE POLICY OF THE STATE OF MONTANA

THAT REGARDLESS OF WHETHER OR WHAT FORM OF A HEALTH CARE

ACCESS PLAN IS ADOPTED BY THE LEGISLATURE, THE HEALTH CARE

AUTHORITY, HEALTH CARE PROVIDERS, AND OQTHER PERSONS INVOLVED

IN THE DELIVERY OF HEALTH CARE SERVICES NEED TC INCREASE

THEIR EMPHASIS ON THE EDUCATION OF CONSUMERS OF HEALTH CARE

SERVICES. CONSUMERS SHOULD BE EDUCATED CONCERNING THE HEALTH

CARE SYSTEM, PAYMENT FOR SERVICES, ULTIMATE COSTS OFf HEALTH

CARE SERVICES, AND THE BENEFIT TO CONSUMERS GENERALLY OF

PROVIDING ONLY SERVICES TO THE CONSUMER THAT ARE REASONAEBLE

AND NECESSARY.

MEW SECTION. Section 2. pefinitions. For the purposes

of ({sections 1 through 20 AND 37 THROUGH 44], the following

definitions apply:

{1) "Authority"” means the Montana health care authority
created by [section 3}.

{2) "Board" means one of the regional health care
planning beoards created pursuant to [section 17].

{3) “CERTIFICATE OF PUBLIC ADVANTAGE"™ OR "CERTIFICATE"

MEANS A WRITTEN CERTIFICATE ISSUED BY TEE AUTHORITY AS
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EVIDENCE OF THE AUTHORITY'S INTENTION THAT THE

IMPLEMENTATION OF A COOPERATIVE AGREEMENT, WHEN ACTIVELY

SUPERVISED BY THE AUTHORITY, RECEIVE STATE ACTION IMMUNITY

FROM PROSECUTION AS A VIOLATION OF STATE OR FEDERAL

ANTITRUST LAWS.

(4) "COOPERATIVE AGREEMENT" OR “AGREEMENT" MEANS A

WRITTEN AGREEMENT BETWEEN TWC OR MORE HEALTH CARE FACILITIES

FOR THE SHARING, ALLOCATION, OR REFERRAL OF PATIENTS:

PERSONNEL ; INSTRUCTIONAL PROGRAMS ; EMERGENCY MEDICAL

SERVICES; SUPPORT SERVICES AND FACILITIES; MEDICAL,

DIAGNOSTIC, OR LABORATORY FACILITIES OR PROCEDURES:; OR OTHER

SERVICES CUSTOMARILY OFFERED BY HEALTH CARE FACILITIES.

+3¥(5) "Data base” means the unified health care data
base created pursuant to [section 19].

(6) "HEALTH CARE" INCLUDES BOTH PHYSICAL HEALTH CARE

AND MENTAL HEALTH CARE.

t4¥(7) "“Health care facility" means all facilities and
institutions, whether public or private, proprietary or
nonprofit, that offer diagnosis, treatment, and inpatient or
ambulatory care to two or more unrelated persons. The term
includes all facilities and institutions included in
50-5-101{19). The term does not apply tc a facility operated
by religious groups relying solely on spiritual means,
through prayer, for healing.

t54(8) "Health insurer” means any health insurance

-10- SB 28%
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company, health service corporation, health maintenance
organization, insurer providing disability insurance as
described in 33-1-207, and, to the extent permitted under
federal law, any administrator of an insured, self-insured,
or publicly funded health care benefit plan offered by
public and private entities.

t6+(9) "Health care provider” or ‘“provider" means a
person who 1s licensed, certified, or otherwise authorized
by the 1laws of this state to provide health care in the
ordinary ccurse of business or practice of a profession.

+734{10) "Management plan” means the health care resource
management plan required by [section 8].

£83(11) "Region™ means one of the health care planning
regions created pursuant to [section 17].

t9¥(12) "Statewide plan® means one of the statewide
universal health care access plans for access to health care
required by [section 5].

NEW SECTION. Section 3. Montana health care authority
—— allocation -- membership. (1) There is a Maontana health
care authority.

(2) The authority is allocated to the department of

_health and environmental sciences for administrative

purposes as provided in 2-15-121,
{3} The authority consists of five wvoting members

appointed by the governor. At least one member must
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represent consumer organizations. Members of the authority
must be appointed as follows:

{a) Within 30 days of ({the effective date of this
section], the majority SPEAKER and minority leader of the
house of representatives shall select an individual with
recognized expertise or interest, or both, in health care.
The majority SPEAKER and minority leader and the person
selected by them shall nominate by majority wvote five
individuals for appointment to the authority.

{(b) Within 30 days of [the effective date of this
section}, the majerity PRESIDENT and minority leader of the
senate shall select an individual with recognized expertise
or interest, or both, in health care. The majority PRESIDENT
and minority leader and the person selected by them shall
nominate by majority vote five individuals for appointment
to the authority.

(c) Within 90 days of [the effective date of this
section], the governor shall appoint from those nominated
under subsections (3){(a) and {3)(b) five individuals to the
authority.

{4) A vacancy must be filled in the same manner as
original appointments under subsection (3), except that one
individual must be selected under subsection {3)(a) and one
under subsection {3}(b). The governor shall appoint from

those nominated the individual to fill the vacancy.
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(5) The presiding officer of the authority must be
elected by majority vote of the voting members. The initial
presiding officer must serve a 4-year term.

(6) Members serve terms of 4 years, except that of the
members initially appointed, two members serve 4-year terms,
two members serve 3-year terms, and one member serves a
2-year term, to be determined by lot.

(7) The directors of the department of social and
rehabilitation services and the department éf health and
environmental sciences and the commissioner of insurance arve
nonvoting, ex officio members cof the authority.

{8) THE ATTORNEY . GENERAL IS AN EX QFFICIO, NONVOTING

MEMBER OF THE AUTBORITY ONLY FOR THE PURPOSE OF THE

AUTHORITY'S APPROVAL OR DENIAL OF CERTIFICATES OF PUBLIC

ADVANTAGE, SUPERVISION OF COOPERATIVE AGREEMENTS, AND

REVOCATION OF CERTIFICATES OF PUBLIC ADVANTAGE PURSUANT TO

{SECTIONS 37 THROUGH 44].

t8%(9) A member shall acknowledge a direct conflict of
interest in a proceeding in which the member has a personal
or financial interest.

REW SECTION. Section 4, Administration of health care
authority —— reports -—- compensation. (1) The authority
shall employ a full-time executive director who shall
conduct or direct the daily operation of the authority. The

executive director is exempt from the application of
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2-18-204, 2-18~-205, 2-18~207, and 2-18-1011 through
2-18-1013 and serves at the pleasure of the authority. The
executive director is the chief administrative officer of
the authority. The executive director has the power of a
department head pursuant to 2-15-112, subject to the
policies and procedures established by the authority.

(2) The authority may delegate its powers and assign
the duties of the authority to the executive director as it
may consider appropriate and necessary for the proper
administration of the authority. However, the authority may
not delegate its rulemaking powers under [sections 1 through
20].

(3) The authority may:

(a) employ professional and support staff necessary to
carry out the functions of the authority; and

(b) employ consultants and contract with individuals
and entities for the provision of services.

(4) The authority may:

(a) apply for and accept gifts, grants, or
contributions from any person for purposes consistent with
50-1-201 and {sections 1 through 20];

(b} adopt rules necessary to implement (sections 1
through 20}; and

{c) enter into contracts and--perform---other--~aecks

necessary to accomplish the purposes of [sections 1 through
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20]).

(5) The authority shall report to the 1legislature and
the governor at least twice a year on its progress since the
last report in fulfilling the requirements of [sections 1
through 20). Reports may be provided in a manner similar to
5-11-210 or in another manner determined by the authority.

{6) Members af the authority must be paid and
reimbursed as provided in 2-15-124.

{7) The authority shall make grants to the boards for
the coperation of the boards. The authority shall provide for
uniform procedures for grant applications and budgets of the

boards.

NEW SECTION. Section 5. Statewide universal access
plans required. (1) On or before October 1, 1994, the
authority shall submit a report to the legislature that
contains the authority's reccmmendation for a statewide
universal health care access plan based on a single payor
system and a recommendation for a statewide universal access
plan based on a regulated multiple payor system. EACH

STATEWIDE PLAN MUST INCLUDE INCENTIVES FOR MARKET CONTROL.

Each statewide plan must contain recommendations that, if
implemented, would provide for universally accessible,
medically necessary, and preventive health care by October
1, 1995, Both plans must be voted on by the 1995 legislature

no-tater-than-45--days--from——the--firpt—-day--of——the—-1995
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tegistative——session. The legislature may return one or both
plans to the autharity for further development .

{2) For purposes of this section:

{a) a single payof sfstem is a method of financing
health CARE services predominantly through public funds so
that each resident of Montana receives a uniform set of
benefits as established through statute or administrative
rule. Policies governing all aspects of the management of
the single payor system would reside with state government,
and benefits must be administered by a single entity.

{b) a regulated multiple payor system is a method of
financing health CARE gervices through a mix of public and
private funds so that each resident of Montana receives a
uniform set of benefits as established by statute or
adminjistrative rule. State government has responsibility for
regulating the multiple entities that provide benefits to
residents, including regulations for enrollment, change 1in

premium rates, payment rates to providers, and aggregate

health expenditures.

HEW SECTION. Section 6. Peatures of statewide plans.

(1) EBach statewide plan under [section 5] must contain the

features required by [sections 7 through 9 and 11] and this

section.
(2) Bach statewide plan must include:

{a} guaranteed access to health care services for all
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residents of Montana;

{b) a uniform system of health care benefits;

{d) portability of coverage, regardless of job status;
(e) a broad-based, public or private financing
mechanism to fund health care services;

(F) CONSIDERATIQN OF THE LIMITATIONS OF PUBLIC FUNDING;

¢£3{G) a system capped for provider expenditures;

{tg+{H) global budgeting for all health care spending;

th¥(I) controlled capital expenditures;

+¥¥{J) a binding cap on overall expenditures;

t33{K] policymaking for the system as a whole and
accountability within state government;

t+k3(L) incentives to be used to contain costs, PROVIDE

MARKET CONTRQOL, and direct resocurces;

t1¥(M) administrative efficiencies;

tm}(N) the appropriate use of midlevel practitioners,
such as physician's assistants and nurse practitioners;

tn3(0) mechanisms for reducing the cost of prescription

drugs, both as part of and as separate from tLhe uniform

"benefit plan;

(P) INCENTIVES FOR MARKET CONTROL;

to¥{Q) integration, to the extent possible under
federal and state law, of benefits provided under the health

care system with benefits provided by the Indian health
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service and the United States department of veteran affairs
and benefits provided by the medicare and medicaid programs;
and

tp¥(R) an actuarially sound estimate of the costs of
implementing the plan through the year 2005.

{3) NOTHING IN [SECTIONS 7 THROUGH 9 AND 11] OR THIS

SECTION MAY BE INTERPRETED TO PREVENT MONTANA RESIDENTS FROM

SEEKING HEALTH CARE SERVICES NOT PROVIDED IN EITHER OR BCTH

STATEWIDE PLANS.

NEW SECTION. Section 7. Cost containment. (1) The

statewide plans must contain a cost containment component,

INCLUDING ANNUAL COST _CONTAINMERT TARGETS. Except as

otherwise provided in this section, each statewide plan must
establish a-target TARGETS for cost containment so that by
1999, the annual average percentage increase in statewide
health care costs does not exceed the average annual
percentage increase in the gross domestic preoduct, as
determined by the U.S., department of commerce, for the 5
preceding years.

(Z) The authority shall adopt processes and criteria
for responding to exceptional and unforeseen circumstances
that affect the health care system and the target TARGETS
required in subsection (1), including such factors as
population increases or decreases, demographic changes,

costs beyond the control of health care providers, and other
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factors that the authority considers significant.

(3) The authority shall, AT A MINIMUM, include the

following features in the coat containment component:

(a) global budgeting for all health care spending;

(b)) a system for 1limiting demand of health care
services and controlling unnecessary and inappropriate
health care. The system may include prioritization of
services that allows for consideration of an individual

patient's prognasis AND AN INDIVIDUAL'S CHOICE OF SERVICES.

(c) a system for reimbursing health care providers for
gservices and health care items, The reimbursement system
must provide that all payors, public or private, pay the
same rate for the same health care services and items and
that reimbursement for services is based predominantly upon
the health care service provided rather than upon the
discipline of the health care provider.

{d) a method of monitoring compliance with the target
TARGETS required in subsection (1);

(e} expenditure targets for health care providers and
facilities;

(£) disincentives for exceeding the targets established
pursuant to subsection (3)(e), inciuding reduction of
reimbursement levels in subseguent years;

(g) reimbursement of health care providers and health

care facilities that is based upon negotiated annual budgets
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or fees for services; and

(h) a plan by the authority, health care providers,
health insurers, and health care facilities to educate the
public concerning the purpose and content of the statewide

plans.

NEW SECTION. Section 8. Health care resource
management plan. (1) Each statewide plan must contain a
health care resource management plan that takes into account
the provisions of [section 7). The management plan must
provide for the distribution of health care resources within
the regions established pursuant to [section 17] and within
the state as a whole, consistent with the principles
provided in subsection ({2).

(2) The management plan must include:

(a) a statement of principles used in the allocation of
rescurces and in establishing priorities for health
services;

{b) identification of the current supply and
distribution of:

{i) hospital, nursing home, and other inpatient
services;

{ii) home health and mental health services;

(iii} treatment services for alcohol and drug abuse;

(iv) emergency care;

(v) ambulatory care services, including primary care
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resources;

{vi) nutrition benefits, prenatal benefits, and
maternity care;

{vii) human rescurces;

(VII1) HEALTH SCIENCES LIBRARY RESQURCES AND SERVICES;

tviiiy(IX) major medical equipment; and

t#x¥(X) health screening and early intervention
services;

(c) a determination of the appropriate supply and
distribution of the resources and services identified in
subsection {2){b) and of the mechanisms that will encourage
the apprbpriate integration of these services on a lecal or
regional basis. To arrive at a determination, the authority
shall consider the following factors:

(i} the needs of the statewide population, with special
consideration given to the development of health care
services in underserved areas of the state;

(ii) the needs of particular gecographic areas of the
state;

{iii) the use of Montana facilities by out-of-state
residents;

(iv) the use of out-of-state facilities by Montana
residents;

{(v) the needs of populations with special health care

needs;
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{(vi) the desirability of providing high-quality services
in an economical and efficient manner, including the
appiopriate wse of midievel practitioners; and

{vii) the cost impact of these resource requirements on
health care expenditures;

(d) a component that addresses health promction and
disease prevention and that is prepared by the department of
health and environmental sciences in a format established by
the authority;

(e) incentives to improve access to and use of
preventive care; primary care services, including mental
health services; and community-based care;

(£) incentives for healthy lifestyles;

(g) incentives to improve access to health care in
underserved areas, including:

(i) a system by which the authority may identify
persons with an interest in becoming health care
professionals and provide or assist in providing health care
education for those persons; and

(ii) tax credita and other Ffinancial incentives to
attract and retain health care professionals in underserved
areas;rand

(h) a component that addresses integration of the plan,
to the extent allowed by state and federal law, with

services provided by the Indian health service and by the
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United States department of veterans affaira and by the
medicare and medicaid programs.

(3) In adopting the management plan, the authority
shall consider the regional health resource plans
recommended by regional panels.

(4) The management plan must be revised annually in a
manner determined by the authority.

{5) Prior to adoption of the management plan, the
authority shall held one or more public hearings for the
purpose of receiving oral and written comment on a draft
plan, After hearings have been concluded, the authority
shall adopt the management plan, taking comments into

consideration.

NEW SECTION. Section 9. Health care billing
simplification. (1) Each statewide plan must contain a
component providing for simplification and reduction of the
costs associated with health care billing. In designing this
component, the authority may consider:

{a) conversion from paper health care claims to
standardized electronic billing; and

{b) creating a claims clearinghouse, consisting of a
state agency or private entity, to receive claims from all
health care providers for compiling, editing, and submitting
the ¢laims to payors.

(2) The health care billing component must include a
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method to educate and assist health care providers and
payors who will use any health care billing simplification
system recommended by the authority.

(3) The billing component must provide a schedule for a
phasein of any health care billing simplification system
recommended by the authority. The schedule must relieve
health care providers, payors, and consumers of undue

burdens in using the system.

NEW SECTION. Section 10. Uniform claim forms and

procedures. (1) By-danuary-1t7-31994;-the THE commissioner of
insurance, after consultation with the authority, may adopt
by rule uniform health insurance claim forms and uniform
standards and procedures for the use of the forms and
processing of claims, including the submission of claims by
means of an electronic claims processing system.

(2) The commissioner may contract with a private or
public entity to administer and operate an electronic claims
processing system. If the commissioner elects to contract
for adminigtration and operation of the system, the
commiggioner shall award a contract according to Title 18,

chapter 4.

NEW SECTION, Section 11. Other matters to be included

in statewide plans. {1} The statewide plans recommended by

the authority must include:

(a) stable Financing methods, including sharing of the
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costs of health care by health care consumers on an
ability-to—-pay basis through such mechanisms as copayments
or payment of premiums;

{b} a procedure for evaluating the quality of health
care services;

(c) public education concerning the statewide plans
recommended by the authority; and

(d} phasein of the various components of the plans.

(2) {a) In order to reduce the costs of defensive
medicine, the authority shall:

(i) conduct a study of a system for reducing the use of
defensive medicine by adopting practice protocols that would
give providers guidelines to follow for specific procedures;

(ii} conduct a study of tort reform measures, including
limitatione on the amount of noneconomic damages, mandated
periodic payments of future damages, and reverse sliding
scale limits on contingency fees; and

{iii) propose any changes, including legislation, that
it considers necessary, including measures for compensating
victims of tortious injuries.

(b) As part of its study under subsection {2)(a})(ii),
the authority may consider changes in the Montana Medical
Legal Panel Act.

(c) The recommendations of the authority must be

included in its report containing the statewide plans.
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(3} The authority shall conduct a study of the impacts
of federal and state antitrust laws on health care services
in tha atate and make recommendations, including
legislation, to address those 1laws and impacts. The
authority shail MAY include in its plans legislation IN

ADDITION TO [SECTIONS 37 THROUGH 44) that will enable health

care providers and payors, including health insurers and
consumers, to negotiate and enter into agreements when the
agreements are likely to result in lower costs or in greater
access or qualtity than would otherwise occur in the

competitive marketplace. In proposing appropriate
legislation concerning antitrust laws, the authority shall
provide appropriate conditions, supervision, and regulation
teo protect against private abuse of economic power.

(4) The authority shall apply for waivers from federal
laws necessary to implement recommendations of the authority
enacted by the legislature and to implement those
recommendations not requiring legislation.

NEW SECTION., Section 12. “Weatings AVAILABILITY OF
PLANS -- HEARINGS on statewide plans. (1) THE AUTHORITY

SHALL MAKE COPIES OF THE DRAFT STATEWIDE PLANS WIDELY

AVAILABLE AT _PUBLIC EXPENSE TO INTERESTED PERSONS AND

GRQUPS.

{2) The authority shall seek public comment on the

development of each statewide plan required under {section
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5]. In seeking public comment on the development of the
authority's recommendations for each plan, the authority
shall provide extensive, multimedia notice to the public and
hold at least cne public hearing in each of the health care
planning regions established by [section 17]. The hearings
must take place before the authority's report is submitted
to the legislature. The authority shali consult with health
care providers in the development of its recommendations for
each statewide plan.

(3) THE AUTHORITY SHALL CONSIDER ORAL AND WRITTEN

PUBLIC COMMENTS ON THE STATEWIDE PLANS BEFORE RECOMMENDING

THEM TO THE LEGISLATURE.

NEW SECTION. Section 13. Sstate purchasing pool --
reporta reguired. (1) On or before December 15, 1994, and
December 15, 1996, the authority shall report to the
legislature on establishment of a state purchasing pool,
including the number and types of groups and group members
participating in the pool, the costs of administering the
pocl, the savings attributabie to participating groups from
the operation of the pool, and any changes in legislation
considered necessary by the authority.

{2) On or before December 15, 1996, the authority shall
report to the legislature its recommendations concerning the
feasibility and merits of authorizing the authority to act

as an insurer in pooling risks and prqviding benefits,
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including a common benefits plan, to participants of the

purchasing pool.

NEW SECTION. Section 14. Study of prescription drug
cost and distribution. The authority shall conduct a study
of the cost and distribution of prescription drugs in this
state. The study must consider the feasibility of various
methods of reducing the cost of purchasing and distributing
prescription drugs to Montana residenta. The study must
include the feasibility of establishing a prescription drug
purchasing pool for distribution of drugs through
pharmacists in this state. The results of the study,
including the authority's recommendations for any necessary
legislation, must be reported to the legislature by December
1, 1996. If the authority determines that feasible methods
are available without need for legislation or
appropriations, the authority shall implement that part or

thoge parts of its recommendations.

NEW SECTION. Section 15. Long-term care study and
recommendations. (1) The authority shall conduct a study of
the long-term care needs of state residents and report to
the public and the legislature the authority's
recommendations, including any necessary legislation, for
meeting those long-term care needs. The report must be

available to the public on or before September 1, 1996,

after which the authority shall conduct public hearings on
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its report in each region established under [section 17].
The authority shall present its report to the legislature on
or bafaore January 1., 1997,

{2) This section does not precliude the authority from
recommending cost-sharing arrangements for long-term care
services or from recommending that the services be phased in
over time. The authority's recommendations must support and
may not supplant informal care giving by family and friends
and must include cost containment recommendations for any
long~-term care service suggested for inclusion.

(3} The authority's report must estimate costs
associated with each of the long-term care services
recommended and may suggest independent financing mechanisms
for those services. The report must alsc set forth the
projected cost to Montana and its citizens over the next 20
years If there is no change in the present accessibility,
affordability, or financing of long-term care services in
this state.

{4) The authority shall consult with the department of
social and rehabilitation services in developing its
recommendations under this section.

NEW SECTION. Section 16. Study of certificate of need
process. (1) The authority shall conduct a study of the
certificate of need process established under Title 50,

chapter 5, part 3. The study must determine whether changes
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in the certificate of need process are necessary or
desirable in light of the authority's recommendation for a
single payor health care dystem required by [section 5]. The
study must include consideration of the role, effect, and
desirability of:

(a) maintaining the exemptions from the certificate of

need process for HOSPITALS AND FOR offices of private

physicians, dentists, and other physical and mental health
care professionals; and

(b) maintaining the dollar thresholds for health care
services, equipment, and buildings and for construction of
health care facilities.

(2) The results of the study, including any

recommendations for legislation and changes in an agency's
policies or rules, must be reported to the legislature no
later than December 1, 1994,

NEW SECTION. Section 17. Health care planning regions
and regional planning boards created -- gelection -
membership. (1) There are five health care planning regions,
Subject to subsection (2), the regions must consist of the
following counties:

{a) region 1I: Sheridan, Daniels, Valley, Phillips,
Roosevelt, Richland, McCeone, Garfield, Dawson, Prairie,

Wibaux, Fallon, Custer, Rosebud, Treasure, Powder River, and

Carter;
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{b) region II: Blaine, Hill, Liberty, Toole, Glacier,
Pondera, Teton, Chouteau, and Cascade;

(c) region I1I: Judith Basin, Pergus, Petraleum,
Musselshell, Golden valley, wWheatland, Sweet Grass,
Stillwater, Yellowstone, Carbon, and Big Horn;

(d) region IV: Lewis and Clark, Powell, Granite, Deer
Lodge, Silver Bow, Jefferson, Broadwater, Meagher, Park,
Gallatin, Madison, and Beaverhead;

(e} region V2] Lincoln, Flathead, Sanders, Lake,
Mineral, Missoula, and Ravalli.

(2) {a) A county may, by written request of Lhe board
of county commissioners, petition the authority at any time
to be removed from a health care planning region and added
to another region.

(b) The authority shall grant or deny the petition
after a public hearing. The authority shall give notice as
the authority determines appropriate. The authority shall
grant the petition if it appears by a preponderance of the
evidence that the petitioning county's health care interests
are more strongly associéted with the region that the county
seeks to join than with the region in which the county is
located. If the authority grants the petition, the county is
considered for all purpases to be part of the health care
planning region as approved by the authority.

(3) Within each region, the authority shall establish
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by rule a regional health care planning board. Each board
must incliude one member from each county within the region.
The members on each board shall represent a balance of
individuals who are health care consumers and individuals
who are recognized for their interest or expertise, or both,
in health care. Each regional board should attempt to
achieve gender balance.

(4) The authority shall, within 30 days of appeintment
of its members, propose by rule a procedure for selecting
members of boards. The authority shall select the members
for each board within 180 days of appointment of the
authority, using the selection procedure adopted by rule
under this subsection. Vacancies on a board must be filled
by using the authority's selection process.

(5) Regional board members serve 4-year terms, except
that of the board members initially selected, at least three
members serve for 2 years, at least three members serve for
3 years, and at least three members serve for 4 years, to be
determined by lot. A majority of each regional board shall
select a presiding officer. The presiding officer initially
selected must serve a d4-year term. Board members must be

compensated and reimbursed in accordance with 2-15-124.

NEW SECTION. Section 18. Powers and duties of boards.
(1) A board shall:

(a) meet at the time and place designated by the -
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presiding officer, but not less than guarterly;

{b} submit an annual budget and grant application to

. nirhbhmnmibe abk kha bima and in tha mannar Airocted hu ths
[ A B g Ly N AMITS WBIAWA A AR WAL AMERSERE T @ TR e m o o oW o e ~a —-——
authority;

{c¢) adopt procedures governing its meetings and other
aspects of its day-to-day operations as the board determines
necessary;

(d) develop regional health resource plans in the
format determined by the authority that must address the
health care needs of the region and address the development
of health care services in underserved areas of the region
and other matters;

{e) revise the regional plan annually;

(£} hold at least one public hearing on the regional
plan within the region at the time and in the manner
determined by the regional board;

{g) transmit the regional plan to the authority at the
time determined by the authority;

(h) apply to the authority £for grant Ffunds for
operation of the regional board and account, in the manner
specified by the authority, for grant funds provided by the
authority; and

{i) seek from eeal PUBLIC AND PRIVATE sources money to

supplement grant funds provided by the authority.

(2) Regional boards may:
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{a) recommend that the authority sanction voluntary
agreements between health care providers and between health
care consumers in the region that will improve the guality
of, access to, or affordability of health care but that
might constitute a violation of antitrust laws if undertaken
without government direction;

{b) make recommendations to the authority regarding
major capital expenditures or the introduction of expensive
new technologies and medical practices that are being
proposed or considered by health care providers;

(c) wundertake voluntary activities to educate
congsumers, providers, and purchasers and promote voluntary,
cooperative community cost containment, access, or guality
of care projects; and

(d) make recommendations to the department of health
and environmental sciences or to the authority, or both,
regarding ways of improving affordability, accessibility,
and quality of health care in the region and throughcut the
state.

(3) Each regional board may review and advise the
authority on regional technical matters relating. to the
statewide plans required by [section 5], the common benefits
package, procedures for developing and applying practice
guidelines for use in the statewide plans, provider and

facility contracts with the state, utilization review
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recommendations, expenditure targets, and uniform health
care benefits and the Iimpact of the benefits upon the

provision of guality health care within the region.

NEW SECTION. Section 19. Health care data base —-
information submitted —— enforcement. (1) The authority
shall develop and maintain a unified health care data base
that enables the authority, on a statewide basis, to:

{a) determine the distribution and capacity of health
care resources, including health care facilities, providers,
and health care services;

{b) identify health care needs and direct statewide and
regional health care policy to ensure high-quality and
cost-effective health care;

(¢} conduct evaluations of health care procedures and
health care protocols;

(d) compare costs of commonly performed health care
procedures between providers and health care facilities
within a region and make the data readily available to the
public; and

(e} compare costs of various health care procedures in
one location of providers and health care facilities with
the costs of the same procedures in other locations of
providers and health care facilities.

{2) The authority shall by rule require health care

providers, health insurers, health care facilities, private
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entities, and entities of state and local governments to
file with the authority the reports, data, schedules,
statistics, and other information determined by the
authority to be necessary to fulfill the purposes of the
data base provided in subsection {l). Material to be Filed
with the authority may include health insurance claims and
enrolliment information used by health insurers.

{3) The authority may issue subpoenas for the
production of information required under this section and
may issue subpoenas for and administer oaths to any person.
Noncompliance with a subpoena issued by the authority is,
upon application by the authority, punishable by a district
cou{t as contempt pursuant to Title 3, chapter 1, part 5.

(4) The data base must:

{a) use unique patient and provider identifiers and a
uniform coding system identifying health care services:; and

{b) reflect all health care utilization, costs, and
resources in the state and the health care utilization and
costs of services provided toc Montana residents in another
state.

(5) Information in the data base required by law to be
kept confidential must be maintained in a manner that does
not disclose the identity of the person to whom the

information applies. INFORMATION IN THE DATA BASE NOT

REQUIRED BY LAW TO BE KEPT CONFIDENTIAL MUST BE MADE
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AVAILABLE BY THE AUTHORITY UPON REQUEST CF ANY PERSON.

(6) The authority shall adopt by rule a confidentiality
code to ensure that information in the data base is
maintained and used according to state law governing

confidential health care information.

NEW SECTION. Section 20. Health insurer cost
management plans. (1) (a) Except as provided in subsection
{3}, each health insurer shall:

(i) prepare a cost management plan that includes
integrated systems for health care delivery; and

(ii) file the plan with the authority no later than
January 1, 1954.

(b) The authority may use plans filed under this
section in the develcopment of a unified health care budget.

{2) The plans required by this section must be
developed in accordance with standards and procedures
established bﬁ the authority.

(3) The provisions of this section do not apply to

dental insurance.
Section 21. Section 50-1-201, MCA, is amended to read:

»50-1~201. MAdministration of state health plan. The

department Montana health care authority created in [section

3] is hereby--estabiished--as the soie-and-offiecial state
agency to administer the state program for comprehensive

health planning and is-hereby-authorirzed-to shall prepare a

-37- sB 285

N -

w

o -~ & A

10
11
12
13
14

15

16

17

18
19
20
21
22
23
24

25

SB 0285/03

plan for comprehensive state health planning. The department

authority ts-suthorized—te may confer and cooperate with any

"""""""" governmental
agencies that have an interest in public health problems and
needs. The department authority., while acting in this
capacity as the seie-and-offieial state agency to administer
and supervise the administration of the official
comprehenaive state health plan, is designated and
authorized as the sote-and-cfficiat state agency to accept,
receive, expend, and administer any-and-a2i} funds which-are
now—available-or-which-may-be donated, granted, begueathed,
or appropriated to it for the preparation, and
administration, and the supervision of the preparation and

administration of the comprehensive state health plan."

NEW SECTION. Section 22. short title. [Sections 22
through 36] may be cited as the “Small Employer Health
Insurance Availability Act”™.

NEW SECTION. Section 23. Purpose. (1) {Sections 22
through 36] must be interpreted and construed to effectuate
the following express legislative purposes:

(a) to promote the availability of health insurance

coverage to small employers regardless of health status or

claims experience;
(b} to prevent abusive rating practices;

{c)}) to require disclosure of rating practices to
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purchasers;

(d) to establish rules regarding renewability of
caverage;

(e) to establish limitations on the use of preexisting
condition exclusions;

(£} to provide for the dJdevelopment of basic and
standard health benefit plans to be offered to all small
employers;

(g) to provide for the establishment of a reinsurance
program; and

{h) to improve the overall fairness and efficiency of
the small employer health insurance market.

{2) (Sections 22 through 36] are not intended to
provide a comprehensive solution t¢ the problem of

affordability of bhealth care or health insurance.

NEW SECTION. Section 24. pefinitions. As wused in
[sections 22 through 36], the following definitions apply:

(1} ™Actuarial certification" means a written statement
by a member of the American academy of actuaries or other
individual acceptable to the commissioner that a small
employer carrier is in compliance with the provisions of
[section 27], based upon the person's examination, including
a review of the appropriate records and of the actuarial
assumptions and methods used by the small employer carrier

in establishing premium rates for applicable health benefit
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plans.

{2) *“Affiliate™ or “affiliated™ means any entity or
persen who directly or indirectly, through one or more
intermediaries, controls, is controlled by, or is under
common control with a apecified entity or person.

{3) "ASSESSABLE CARRIER" MEANS ALL INDIVIDUAL CARRIERS

OF DISABILITY INSURANCE AND ALL CARRIERS OF GROUP DISABILITY

INSURANCE, THE STATE GROUP BENEFITS PLAN PROVIDED FOR 1IN

TITLE 2, CHAPTER 18, PART 8, THE MOMTANA UNIVERSITY SYSTEM

HEALTH PLAN, AND ANY SELF-FUNDED DISABILITY INSURANCE PLAN

PROVIDED BY A POLITICAL SUBDIVISION OF THE STATE.

t3y(4) "Base premium rate" means, for each class of
business as to a rating period, the lowest premium rate
charged or that could have been charged under the rating
system for that class of business by the small employer
carrier to small employers with similar case characteristics
for health benefit plans with the same or similar coverage.

t4>{5} "Basic health benefit plan” means a lower coét
health benefit plan developed pursuant to [section 31].

t5¥(6) *“Board™ means the board of directors of the
program established pursuant to (section 30].

t6%(7) "Carrier” means any person who provides a health
benefit plan in this state subject to state insurance
regulation. The term includes but is not 1limited to an

insurance company, a fraternal benefit society, a health
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service corporation, a health maintenance organization, and,
to the extent permitted by the Employee Retirement Income
Security Act of 1974, a multiple-employer welfare
arrangement. For purposes of [sections 22 through 136],
companies that are affiliated companies or that are eligible
to file a consolidated tax return must be treated as one
carrier, except that the following may be considered as
separate carriers:

(a) an insurance company or health service corporation
that is an affiliate of a health maintenance organization
located in this state;

(b} a health maintenance organization located in this
state that is an affiliate of an insurance company or health
service corporation; or

{c) a health maintenance organization that operates
only one health maintenance organization in an established
geographic service area of this state.

+7#4(8) "Case characteristics" means demographic or
other objective characteristica of a small employer that are
considered by the small employer carrier in the
determination of premium rates for the small employer,
provided that claims experience, health status, and duration
of coverage are not case characteristics for purposes of
[sections 22 through 36].

t8¥(9) “Class of business” means all or a separate
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grouping of small employers established pursuant to [section

- 26]).

9¥(1i0) “Committee” means the health benefit plan
committee created pursuant to [secticn 31].

t30¥(11) "Dependent" means:

{a) a spouse or an unmarried child under 19 years of
age;

(b) an vnmarried child, under 23 years of age, who is a
full-time student and who is financially dependent on the
insured;

(c) a child of any age who is disabled and dependent
upon the parent as provided in 33-22-506 and 33-30-1003; or

(d) any other individual defined to be 3 dependent in
the health benefit plan covering the emplaoyee.

+¥:+(12) "Eligible employee" means an employee who works
on a full-time basis and who has a normal workweek of 30
hours or more. The term includes a sole proprietor, a
partner of a partnership, and an independent contractor if
the sole proprietor, partner, or independent contractor is
included as an employee under a health benefit plan of a
small employer. The term does not include an employee who
works on a part-time, temporary, or substitute basis.

t¥2¥(13) "Established geographic service area" means a
geographic area, as approved by the commissioner and based

on the carrier's certificate of authority to transact
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insurance in this state, within which the carrier is
authorized to provide coverage.
€333(14) "Health henefit plan" means any hospital or

medical policy or certificate PROVIDING FOR PHYSICAL AND

MENTAL HEALTH CARE issued by an insurance company, a

fraternal benefit society, or a health service corporation
or issued under a health maintenance organization subscriber
contract. Health benefit plan does not include:

(a) accident-only, credit, dental, wvision, specified
disease, medicare supplement, long-term care, or disability
income insurance;

{b} coverage issued as a supplement to liability
insurance, workers' compensation insurance, or similar
insurance; or

{c) automobile medical payment insurance.

t14¥(15) "Index rate" means, for each class of business
for a rating period for small employers with similar case
characteristics, -the average of the applicable bage premium
rate and the corresponding highest premium rate.

t353({16) "Late enrcllee™ means an eligible ‘employee or
dependent who requests enrollment in a health benefit plan
of a small employer fcllowing the initial enrcllment period
during which the individual was entitled to enroll under the
terms of the health benefit plan, provided that the initial

enroliment period was a period of at least 30 days. However,
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an eligible employee or dependent may not be considered a
late enrollee if:

(a) the individual  @meets each of the following
conditions:

(i) the individual was covered under qualifying
previous coverage at the time of the initial enrollment;

(ii) the individual 1lost coverage under qualifying
previous coverage as a result of termination of employment
or eligibility, the involuntary termination of the
qualifying previous coverage, the death of a spouse, oOr
divorce; and

(iii} the individual requests enrollment within 30 days
after termination of the qualifying previous coverage;

{b) the individual is employed by an employer that
offers multiple health benefit plans and the individual
elects a different plan during an open enrollment period; or

(c} a court has ordered that coverage be provided for a
Bpouse, minor, or dependent child under a covered employee's
health benefit plan and a request for enrollment is made
within 30 days after issuance of the court order.

t3¥64(17) "New business premium rate" means, for each
class of business for a rating period, the lowest ‘premium
rate charged or offered or that could have been charged or
offered by the small employer carrier to small employers

with similar case characteristics For newly issued health
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benefit plans with the same or similar coverage.

+¥?+(18) "Plan of operation" means the operation of the
ished purauant to [section 30].

£383(19) "Premium“ means all money paid by a small
employer and eligible employees as a condition of receiving
coverage from a small employer carrier, including any fees
or other contributiona associated with the health benefit
plan.

£39¥{20) "Program™ means the Montana small employer
health reinsurance program created by [section 30].

+284(21) "Qualifying previous c¢overage" means benefits
or coverage provided under:

(a) medicare or medicaid;

(b) an employer-based health insurance or health
benefit arrangement that provides benefits similar to or
exceeding benefits provided under the basic health benefit
plan; or

{c) an individual health insurance policy, including
coverage issued by an insurance company, a fraternal benefit
society, a health service corporation, or a health
maintenance organization that provides benefits similar to
or exceeding the benefits provided under the basic health
benefit plan, provided that the policy has been in effect
for a period of at least 1 year.

¢234(22) “Rating period" means the calendar pericd for
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which premium rates established by a small employer carrier
are assumed to be in effect.

t224(23) "Reinsuring carrier” means a small emplover
carrier participating in the reinsurance program pursuant to
[section 30].

t23)(24) "Restricted network provision” means a
provigion of a health benefit plan that conditions the
payment of benefits, in whole or in part, on the use of
health care providers that have entered intc a contractuail
arrangement with the carrier pursuant to Title 33, chapter
22, part 17, or Title 33, chapter 31, to provide health care
services to covered individuals.

t243(25) “Small employer" means a person, firm,
corporation, partnership, or association that is actively
engaged in business and that, on at least 50% of its working
days during the preceding calendar quarter, employed at
least 3 but not more than 2% eligible employees, the
majority of whom were employed within this state or were
regidents of this state, 1In determining the number of
eligible employees, companies that are affiliated companies
or that are eligible to file a combined tax return Ffor

purpoges of state taxation OR_THAT ARE MEMBERS OF AN

ASSOCIATION THAT HAS BEEN IN EXISTENCE FOR 1 YEAR PRIOR TO

[THE EFFECTIVE DATE OF SECTIONS 22 THROUGH 36] AND THAT

PROVIDES A HEALTH BENEFIT PLAN TO EMPLOYEES OF ITS MEMBERS
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AS A GROUP are considered one employer.

+253(26) "Small employer carrier™ means a carrier that
offers health benefit plans that cover eligible employees of
one or more small employers in this state.

¢26%(27) "Standard health benefit plan” means a health

benefit plan developed pursuant to [section 31].

NEW SECTION. Section 25. aApplicability and scope.
[Sections 22 through 35) apply to a health benefit pian
marketed through a small employer that provides coverage to
the employees of a small employer in this state if any of
the following conditions are met:

{l1) a portion of the premium or benefits is paid by or
on behalf of the small employver;

{(2) an eligible employee or dependent is reimbursed,
whether through wage adjustments or otherwise, by or on
behalf of the small employer for any portion of the premium;
or

{3) the health benefit plan is treated by the employer
or any of the eligible employees or dependents as part of a
plan or program for the purposes of section 106, 125, or 162
of the Internal Revenue Code.

NEW SECTION. Section 26. Establishment of classes of
busineas. (1) A small employer carrier may establish a
separate class of business only to reflect subatantial

differences in expected claims experience or administrative

—-47- SB 285

LU N R I I

@ ~ o

10
11
12
13
14
15
16
17
18
19
20
2]
22
23
24
25

SB 0285/03

costs that are related to the following reasons:

(a) The small employer carrier uses more than one type
of system for the marketing and sale of health benefit plans
te small employers.

{(b) The small employer carrier has acquired a class of
business from another small employer carrier,

(c) The small employer carrier provides coverage to one
Oor mare association groups that meet the requirements of
33-22-501(2).

(2) A small employer carrier may establish up to nine
separate classes Of business under subsection (1).

{3) The commissioner may SHALL adopt rules to provide
for a period of tranaition in order for a small employer
carrier to come into compliance with subsection (2) in the
case of acquisition of an additional class of business from
another small employer carrier.

{4) The commissioner may approve the establishment of
additional classes of business upon application to the
commissioner and a finding by the commissioner that the
action would enhance the fairness and efficiency of the

small employer health insurance market.

NEW SECTION. Section 27. Restrictions relating to
premium rates. (1) Premium rates for healith benefit plans
under [sections 22 through 36] are subject to the following

provisions:
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(a) The index rate for a rating period for any class of
business may not exceed the index rate for any other class
of business by more than 20%.

{b) For each class of business:;

{i} the premium rates charged during a rating pericd to
small employers with similar case characteristics for the
same aor similar coverage or the rates that could be charged
to the employer under the rating system for that class of
business may not vary from the index rate by more than 25%
of the index rate; or

{ii) if the Montana health care authority established by
[section 3] certifies to the commissioner that the cost
containment goal set forth in ([section 7] is met on or
before January 1, 1999, the premium rates charged during a
rating pericd to small employers with similar case
characteristics for the same or similar coverage may not
vary from the index by more than 20% of the index rate.

{c) The percentage increase in the premium rate charged
to a small employer for a new rating period may not exceed
the sum of the following:

(i) the percentage change in the new business premium
rate measured from the first day of the prior rating period
to the first day of the new rating period+—-¥n; IN the case
of a health benefit plan into which the small employer

carrier is no 1longer enrolling new small employers, the
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small employer carrier shall use the percentage change in
the base premium rate, provided that the change does not
A
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exceed, on a percea
business premium rate for the most similar health benefit
plan into which the small employer carrier is actively
enrolling new small employers<;

(ii) any adjustment, not to exceed 15% annually and
adjusted pro rata for rating periods of less than 1 vyear,
because of the claims experience, health status, or duration
of coverage of the employees or dependents of the small
employer, as determined from the small employer carrier's
rate manual for the class of business; and

(iii) any adjustment because of a change in coverage or
a change in the case characteristicsvof the small employer,
as determined from the small employer carrier's rate manual
for the ciass of business.

{d) Adjustments in rates for claims experience, health
status, and duration of coverage may not be charged to
individual employees or dependents. Any adjustment must be
applied uniformly to the rates charged for all employees and
dependents of the small employer.

tey--Premium—-rates-for-heaith-benefit-pians—musat-compiy
nith—the~requirenenta—eé—this-seetion7--netwéthstandénq——any
assessments—-paid--or--payabite-—by--smati--empioyer-carriers

pursuant-to-tssction-304+
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+£3{E)}) If a small employer carrier uses industry as a
case characteristic in establishing premium rates, the rate
factor asscociated with any industry classification may not
vary from the average of the rate factors associated with
all industry classifications by more than 15% of that
coverage.

t9¥(F} In the case of health benefit plans delivered or
issued for delivery prior to January 1, 1994, a premium rate
for a rating period may exceed the ranges set forth in
subsections (1)(a) and (l){b) until January 1. 1997. In that
case, the percentage increase in the premium rate charged to
a small employer for a new rating period may not exceed the
sum of the following:

{i) the percentage change in the new business premium
rate measured from the Eirst day of the prior rating period
to the first day of the new rating periods-¥n; IN the case
of a health benefit plan into which the small employer
carrier 1is no longer enrolling new small employers, the
small employer carrier shall use the percentage change in
the base premium rate, provided that the change does not
exceed, on a percentage basis, the change in the new
business premium rate for the most similar health benefit
plan into which the =small employer carrier is actively
enrolling new small employersw; AND

{ii) any adjustment because of a change in coverage or a
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change in the case characteristics of the small employer, as
determined from the small employer carrier's rate manual for
the class of business.

th¥{G) A small employer carrier shall:

(i) apply rating factors, including case
characteristics, consistently with respect to all small
employers in a class of business. Rating factors must
produce premiums for identical groups that differ only by
the amounts attributable to plan design and that do not
reflect differences because of the nature of the groups.

(ii) treat all health benefit plans issued or renewed in
the same calendar month as having the same rating periad.

t#3{H) For the purposes of this subsection (1), a
health benefit plan that includes a restricted network
provision may not be considered similar coverage tc a health
benefit plan that does not include a restricted network
provision.

t3y——The--smalti--employer--carrier-—-may-—-hot--use-—-case
characteristiesy--other—-than-ager-withont-prier-approvai-of
the-commiasioners

thk3{I) The commissioner may SHALL adopt rules to
implement the provisions of this section and to ensure that
rating practices used by small employer carriers are
consistent with the purposes of [sections 22 through 36]),

including rules that ensure that differences in rates
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charged for health benefit plans by small employer carriers
are reasonable and reflect objective differences in plan
design, not including differences because of the nature of
the groups.

(2) A small employer carrier may not transfer a small
employer involuntarily into or out of a class of business. a
small employer carrier may not offer te¢ transfer a small
employer into or out of a class of business unless the offer
ig made to transfer all small employers in the class of
business without regard to case characteristics, c¢laims
experience, health status, or duration of coverage since the
insurance was issued.

(3) The commissioner may suspend for a specified period
the application of subsection (1l)(a) for the premium rates
applicable to one or more small employers included within a
class of business of a small employer carrier for cne or
more rating periods upon a filing by the small employer
carrier and a £finding by the commissioner either that the
suspension is reasonable in light of the financial condition
of the small employer carrier or that the suspension would
enhance the fairness and efficiency of the small employer
health insurance market.

{4) In connection with the offering for sale of any
health benefit plan to a small employer, a small employer

carrier shall make a reasonable disclosure, as part of its
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solicitation and sales materials, of each of the following:

(a) the extent to which premium rates for a specified

[4d

h

actual or expected variation in claims costs or upon th

1]

actual or expected variation in health status of the
employees of small employers and the employees' dependents;
(b} the provisions of the health benefit plan
concerning the small employer carrier's right to change
premium rates and the factors, other than claims experience,
that affect changes in premium rates;
(c) the provisions relating to renevability of policies

and contracts; and

(d}) the provisions relating to any preexisting
condition.

{5) (a) Each small employer carrier shall maintain at
its principal place of business a complete and detailed
description of its rating practices and renewal underwriting
practices, Including information and documentation that
demonstrate that its rating methods and practices are based
upon commonly accepted actuarial assumptions and are in
accordance with sound actuarial principles.

(b) Each small employer carrier shall file with the
commigsioner annually, on or before March 15, an actuarial

certification certifying that the carrier is in compliance

with {sections 22 through 36] and that the rating methods of
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the small employer carrier are actuarially sound. The
actuarial certificaticn must be in a form and manner and
must contain information as specified by the commissioner. A
copy of the actuarial certification must be retained by the
small employer carrier at its principal place of business.
(c) A small employer carrier shall make the information
and documentation described in subsection (5)(a) available
to the commissioner upon regquest. Except in cases of
viclations of the provisions of [sections 22 through 36) and
except as agreed to by the small employer carrier or as
ordered by a court of competent jurisdietion, the
information must be considered proprietary and trade secret
information and is not subject to disclosure by the

commissioner to persons outside of the department.

NEW SECTION. Section 28. Renewability of coverage. (1)
A health benefit plan subject to the provisions of [sections
22 through 36] is renewable with respect to all eligible
employees or their dependents, at the option of the small
employer, except in any of the following cases:

(a) nonpayment of the required premium;

(b) fraud or misrepresentation of the small employer or
with respect to coverage of individual insureds or their
representatives;
minimum

(c) noncompliance with the carrier's

participation requirements;
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{d) noncompliance with the carrier's employer
contribution requirements;

(&) repeated misuse of a restricted network provision;

{f) election by the small employer carrier to not renew
all of its health benefit plans delivered or issued for
delivery to small employers in this state, in which case the
small employer carrier shall:

(i) provide advance notice of this decision under this
subsection (1)(f) to the commissioner in each state in which
it is licensed; and

{ii) at least 180 days prior to the nonrenewal of any
health benefit plans by the carrier, provide notice of the
decision not to renew coverage to all affected small
employers and to the commissioner in each state in which an
affected insured individual is known to reside. Notice to
the commissioner under this subsection (1)(f) must be
provided at least 3 workipg days prior to the notice to the
affected small employers,

{g) the commissioner finds that the continuation of the
coverage would:

(i) not be in the best interests of the pelieyholders
or certificate holders; or

(ii) impair the carrier's ability to meet its
contractual obligﬁtions.

(2)y If the commissioner makes a finding wunder

=56~ SB 285



[ I I -, DI B I PSR - R

w

10
11

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

25

SB 0285/03

subsection (l1){g), the commissioner shall assist affected
small employers in finding replacement coverage.

(3) A small employer carrier that elects not to renew a
health benefit plan under subsection (1)({f) is prohibited
from writing new business in the small employer market in
this state for a period of 5 years from the date of notice
to the commissioner.

(4) In the case of a small employer carrier doing
business in one established geographic service area of the
state, the rules set forth in this section apply conly to the

carrier's operations in that service area.

NEW SECTION. Section 29. availability of coverage —-
required plans. (1) (a) As a condition of transacting
business in this state with small employers, each small
employer carrier shall offer to small employers at least two
health benefit plans. One plan must be a basic health
benefit plan, and one plan must be a standard health benefit
plan.

{b) (i) A small employer carrier shall issue a basic
health benefit plan or a standard health benefit plan to any
eligible small employer that applies for either plan and
agrees to make the required premium payments and to satisfy
the other reasonable provisions of the health benefit plan
not inconsistent with [sections 22 through 361}.

{ii) In the case of a small employer carrier that
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establishes more than one class of business pursuant to
[section 26)], the small employer carrier shall maintain and
offer to eligible small emnl yergs at leaat ane hagic health
benefit plan and at least one standard health benefit plan
in each established class of business. A small employer
Carrier may apply reasonable criteria in determining whether
to accept a small employer into a class of business,
provided that:

{A) the criteria are nat intended to discourage cor
prevent acceptance of small employers applying for a basic
or standard health benefit plan:

(B) the criteria are not related to the health status
or claims experience of the small employers' employees;

(C) the criteria are applied consistently to all small
employers that apply for coverage in that class of business;
and

(D} the small employer carrier provides for the
acceptance of all eligible small employers intc one or more
classes of business.

{iii) The provisions of subsection (1){(b)(ii) may not be
applied to a class of business into which the small employer
carrier is no longer enrolling new small businesses.

(¢) The provisions of this section ‘are effective 180
days after the commissioner's approval of the basic health

benefit plan and the standard health benefit plan developed
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pursuant to [section 31], provided that if the program
created purauant to ([section 30} is not yet operative on
that date, the provisions of this section are effective on
the date that the program begins operation.

(2) (a) A small employer carrier shall, pursuant to
33-1-501, file the basic health benefit plans and the
standard health benefit plans to be used by the small
employer cartier.

(b) The commissicner may at any time, after providing
notice and an opportunity for a hearing to the small
employer carrier, disapprove the continued use by a small
employer carrier of a basic or standard health benefit plan
on the grounds that the plan does not meet the reguirements
of [sections 22 through 36].

{(3) Health benefit plans covering small employers must
comply with the fcllowing provisions:

(a) A health benefit plan may not, because of a
preexisting condition, deny, exclude, or limit benefits for
a covered individual for losses incurred more than 12 months
following the effective date of the individual’s coverage. A
health benefit plan may not define a preexisting condition
more restrictively than 33-22-216, except that the condition
may be excluded for a maximum of 12 months.

{b) A health benefit plan must waive any time period

applicable to a preexisting condition exclusion or
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limitation period with respect to particular services for
the period of time an individual was previously covered by
qualifying previous coverage that provided benefits with
respect to those services if the qualifying previous
coverage was continuous to a date not less than 30 days
prior to the submission of an application for new coverage.
This subsection {3)(b) does not preclude application of any
waiting period applicable to all new enrollees under the
health benefit plan.

(¢) A health benefit plan may exclude coverage for late
enrcllees for 18 months or for an 18-month preexisting
condition exclusion, provided that if both a period of
exclusion from coverage and a preexisting condition
exclusion are applicable to a late enrcllee, the combined
period may not exceed 1B months from the date the individual
enrolls for coverage under the health benefit plan.

(d} (i) Requirements used by a small employer carrier
in determining whether to provide coverage to a small
employer, including requirements for minimum participation
of eligible employees and minimum employer contributions,
must be applied uniformly among all small employers that
have the same number of eligible employees and that apply
for coverage or receive coverage from the small employer

carrier.

(ii) A small employer carrier may vary the application
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of minimum participation requirements and minimum employer
contribution regquirements only by the size of the small
employer group.

(e} (i) If a small employer carrier offers coverage Lo
a small employer, the small employer carrier shall offer
coverage to all of the eligible employees cf a small
employer and their dependents. A small employer carrier may
not offer coverage only to certain individuals in a small
employer group or only to part of the group, except in the
case of late enrollees as provided in subsection (3)(c).

(ii} A small employer carrier may not modify a basic or
standard health benefit plan with respect to a small
employer or any eligible employee or dependent, through
riders, endorsements, or otherwise, to restrict or exclude
coverage for certain diseases or medical conditions
otherwise covered by the health benefit plan.

{4) (a) A small employer carrier may not be required to
offer coverage or accept applications pursuant to subsection
{1} in the case of the following:

{i} to a small employer when the small employer is not
physically located in the carrier's established geographic
service area;

(ii) to an employee when the employee does not work or
reside within the carrler's established geographic service

area; oOr
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{iii) within an area where the small employer carrier

reasonably anticipates and demonstrates to the satisfaction

n

I
i
[+3

that 1§
within its established geographic service area to deliver
service adequately to the members cof a group because of its
cbligations to existing group policyholders and enrollees.
{b) A small employer carrier may not be required to
provide coverage to small employers pursuant to subsection
(1) for any period of time for which the commissioner
determines that requiring the acceptance of small employers
in accordance with the provisions of subsection {1) woculd

place the small employer carrier in a financially impaired

condition.

NEW SECTION. Section 30. saall employer carrier
reinsurance program —— board membership -—— plan of operation
-- c¢riteria -- exemption from taxation. (1) There is a

nonprofit entity to be known as the Montana small employer

health reinsurance program.

{2) (a) The program must operate subject to the
supervision and control of the board. The board consists of

nine members appointed by the commissioner plus the

commissioner or the commissioner's designated
representative, who ghall serve as an ex officio member of

the board.

(b} (i) In selecting the members of the board, the
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commissioner shall include representatives of small
employers, small employer carriers, and other qualified
individuals, as determined by the commissioner., At least six
of the members of the board must be representatives of small
employer carriers, one from each cf the five small employer
carriers with the highest annual premium volume derived from
health benefit plans issued to small employers in Montana in
the previous calendar year and one from the remaining small
employer carriers. One member of the board must be a person
licensed, certified, or otherwise authorized by the laws of
Montana to provide health care in the ordinary course of
business or in the practice of a profession. One member of
the board must be a small employer who is not active in the
health care or insurance fields. One member of the board
must be a representative of the general public who is
employed by a small employer and is not employed in the
health care or insurance fields.

(ii) The initial board members' terms are as follows:
one-third of the members shall serve a term of 1 year;
one-third of the members shall serve a term of 2 years; and
one-third of the members shall serve a term of 3 years.
Subseguent board members shall serve for a term of 3 years.
A board member's term continues until that member 's
successor is appointed.

(iii) A vacancy on the board must be filled by the
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commigssioner. The commissioner may remove a board member for
cause.
(3) wWithin (60 days of the effective date of this

section] AND ON OR BEPORE MARCH 1 OF EACH YEAR AFTER THAT

DATE, each smaii-empieyer ASSESSABLE carrier shall file with
the commissioner the carrier's net health insurance premium
derived from health benefit plans issued to-smaii-empioyers
in this state in the previous calendar year.

{4) Wicthin 180 days after the appointment of the
initial board, the board shall submit to the commissioner a
Plan of operation and may at any time submit amendments to
the plan necessary or suitable to ensure the fair,
reasonable, and equitable administration of the program. The
commigsioner may, after notice and hearing, approve the plan
of operation if the commissioner determines it to be
duitable to ensure the fair, reasonable, and equitable
administration of the program and if the plan of operation
provides for the sharing of program gains or losses on an
equitable and proportionate basis in accordance with the
provisions of this section. The plan of operation is
effective upon written approval by the commissioner.

(5) If the board fails to submit a suitable plan of
operation within 180 days after its appointment, the
commisaioner shall, after notice and hearing, promulgate and

adopt a temporary plan of operation. The commissioner shall
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amend or rescind any temporary plan adopted under this
subsection at the time a plan of operation is submitted by
the board and approved by the commissioner.

{6) The plan of operation must:

{a) establish procedures for the handling' and
accounting of program assets and money and for an annual
fiscal reporting to the commissioner;

(b} establish procedures for selecting an administering
carrier and setting forth the powers and duties of the
administering carrier;

{c} establish procedures for reinsuring risks in
accordance with the provisicns of this section;

(d) establish procedures for g¢ollecting assessments
from reinsuring ASSESSABLE carriers to fund claims and
administrative—expenses incurred or-estimated-to-be-incurred
by the program; and

{E) ESTABLISH PROCEDURES FOR ALLOCATING A PORTION OF

PREMIUMS COLLECTED FROM REINSURING CARRIERS TO FUND

ADMINISTRATIVE EXPENSES INCURRED OR TO BE INCURRED BY THE

PROGRAM; AND
tey(F) provide for any additional matters necessary for
the implementation and administration of the program.

{7) The program muast--have HAS the general powers and

.authority granted under the laws of this state toc insurance

companies and health maintenance corganizations licensed to
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transact business, except the power to issue health benefit
Plans directly to either groups or individuals. In additicn,
the program muat-have-the-speeific-authority-co HaxY:

(a) enter into contracts as are necessary or proper to
carry out the provisions and purposes of [sections 22
through 36], including the authority, with the approval of
the commissioner, to enter into contracts with similar
pregrams of other states for the joint performance of common
functions or with persons or other organizations for the
performance of administrative functions;

(b) sue or be sued, including taking any legal actions
necessary or proper to recover any assessments PREMIUMS and
penalties for, on behalf of, or against the program or any
reinsuring carriers;

(c) take any legal action necessary to avoid the
payment of improper claims against the program;

{(d) define the health benefit plans for which
reinsurance will be provided and toc issue reinsurance
policies in accordance with the requirements of [sections 22
through 36);

(e) establish ruiesy conditionsy and procedures for
reinsuring risks under the program;

(f) establish actuarial Ffunctions as appropriate for

the operation of the program;

{g) appoint appropriate legal, actuarial, and other
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committees as necessary to provide technical assistance in
operation of the program, policy and other contract design,
and any other function within the authority of the program:
and

(H) TO THE EXTENT PERMITTED BY FEDERAL LAW AND 1IN

ACCORDANCE WITH SUBSECTION (11)(C), MAKE ANRUAL FISCAL

YEAREND ASSESSMENTS AGAINST ASSESSABLE CARRIERS AND MAKE

INTERIM ASSESSMENTS TO FUND CLAIMS INCURRED BY THE PROGRAM;

AND

th{I} borrow money to effect the purposes of the
program. Any notes or other evidence of indebtedness of the
program not in default are legal investments for carriers
and may be carried as admitted assets.

(8) A reinsuring carrier may reinsure with the program
as provided for in this subsection (8):

{a) With respect to a basic health benefit plan or a
standard health benefit plan, the program shall reinsure the
level of coverage provided and, with respect to other plans,
the program shall reinsure up to the level of coverage
provided in a basic or gtandard health benefit plan.

(b) A small employer carrier may reinsure an entire
employer group within 60 days of the commencement of the
group's coverage under a health benefit plan.

(c) A reinsuring carrier may reinsure an eligible

employee or dependent within a peried of 60 days following
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the comiencement of coverage with the small employer. A
newly eligible émployee or dependent of the reinsured small
employer may be reinsured within 60 days of the commencement
of coverage.

(d) (i) The program may not reimburse a reinsuring
carrier with respect to the claims of a reinsured employee
or dependent until the carrier has incurred an initial level
of claims for the employee or dependent of §5,000 in a
calendar year for benefits covered by the program. In
addition, the reinsuring carrier is responsible for 20% of
the next $100,000 of benefit payments during a calendar year
and the program shall reinsure the remainder. A reinsuring
carrier's liability under this subsection (d)(i) may not
exceed a maximum limit of $25,000 in any calendar year with
reapect to any reinsured individual.

(ii) The board annually shall adjust the initial 1level
of claims and maximum limit to be retained by the carrier to
reflect increases in costs and wutilization within the
standard market for health benefit plans within the state.
The adjustment may not be less than the annual change in the
medical component of the consumer price index for all urban
congumers of the United States department of labor, bureau
of labor statistics, unless the board proposes andé the
commigsioner approves a lower adjustment factor.

{e) A small employer carrier may terminate reinsurance
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with the program for one or more of the reinsured employees
or dependents of a small employer on any anniversary of the
health benefit plan.

(f£) A small employer group business HEALTH BENEFIT PLAN

in effect before January 1, 1994, may not be reinsured by
the program until January 1, 1997, and then only if the
board determines that sufficient funding sources are
available.

{g) A reinsuring carrier shall apply all managed care
and claims-handling techniques, including utilization
review, individual case management, preferred provider
provisions, and other managed care provisions or methods of
operation conaistently with respect to reinsured and
nonreinsured business.

{9) (a) As part of the plan of operation, the board
shall establish a methodology for determining premium rates
to be charged by the program for reinsuring small employers
and individuals pursuant to this section. The methodology
must include a syatem for classification of small employers
that reflects the types of case characteristics commonly
used by small employer carriers in the state. The
methodolagy must provide for the development of base
reinsurance premium rates that must be multiplied by the
factors set forth in subsection (9)(b) to determine the

premium rates for the program. The base reinsurance premium
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rates must be established by the board, subject to the
approval of the commissioner, and must be set at levels that
reasonably approximate gross premiums charged to samall
employers by small employer carriers for health benefit
plans with benefits similar to the standard health benefit
plan, adjusted to reflect retention levels required under
{sections 22 through 36].

(b) Premiums for the program are as follows:

(i) An entire small employer group may be reinsured for
a rate that is one and cne-half times the base reinsurance
premium rate for the group established pursuant to this
subsection (9).

{ii) An eligible employee or dependent may be reinsured
for a rate that is five times the base reinsurance premium
rate for the individual established pursuant to this
subsection (9).

{c) The board periodically shall review the methodology
established under subsection (9)(a), including the system of
classification and any rating factors, to ensure that it
reasonably reflects the claims experience of the program.
The board may propose changes to the methodology that are
subject to the approval of the commissioner.

(d) The board may consider adjustments to the pPremium
rates charged by the program to reflect the use of effective

cost containment and managed care arrangements,
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(10) If a health benefit plan for a small employer is
entirely or partially reinsured with the program, the
premium charged to the small employer for any rating period
for the coverage issued must meet the requirements relating
to premium rates set forth in [section 27].

(11) (a) Prior to March 1 of each year, the board shall
determine and report to the commissioner the program net
loss for the previous calendar year, including
administrative expenses and incurred losses for the year,
taking into account investment income and other appropriate
gains and losses.

(b) A-net-iess-fer—the-year-must-be-reimbursed--by-—-the
commissioner——fronm--funds-specificatiy-appropriated-for-that

purposes TO THE EXTENT PERMITTED BY FEDERAL LAW, EACH

ASSESSABLE CARRIER SHALL SHARE IN ANY NET LOSS OF THE

PROGRAM FOR THE YEAR IN AN AMOUNT EQUAL TOQ THE RATIQO OF THE

TOTAL PREMIUMS EARNED TN THE PREVIOUS CALENDAR YEAR FROM

HEALTH BENEFIT PLANS DELIVERED OR ISSUED FOR DELIVERY BY

EACH ASSESSABLE CARRIER DIVIDED BY THE TOTAL PREMIUMS EARNED

IN THE PREVIOUS CALENDAR YEAR FROM HEALTH BENEFIT PLANS

DELIVERED OR ISSUED FOR DELIVERY BY ALL ASSESSABLE CARRIERS

IN THE STATE.

{C) THE BOARD SHALL MAKE AN ANNUAL DETERMINATION IN

ACCORDANCE WITH THIS SECTION OF EACH ASSESSABLE CARRIER'S

LIABILITY FOR ITS SHARE OF THE NET LOSS OF THE PROGRAM AND,

=71~ SB 285

oW N

[- - N - T |

10
11
12
i3
14
15
16
17
18
19
20
21
22
23
24
25

B 0285/03

EXCEPT AS QTHERWISE PROVIDED BY THIS SECTION, MAKE AN ANNUAL

FISCAL YEAREND ASSESSMENT AGAINST EACH ASSESSABLE CARRIER TO

THE EXTENT OF THAT LIABILITY. IF APPROVED BY THE

COMMISSIONER, THE BOARD MAY ALSO MAKE INTERIM ASSESSMENTS

AGAINST ASSESSABLE CARRIERS TO FUND CLAIMS INCURRED BY THE

PROGRAM. ANY INTERIM ASSESSMENT MUST BE CREDITED AGAINST THE

AMOUNT OF ANY FISCAL YEAREND ASSESSMENT DUE OR TO BE DUE

FROM AN ASSESSABLE CARRIER. PAYMENT OF A FISCAL YEAREND OR

INTERIM ASSESSMENT IS DUE WITHIN 30 DAYS OF RECEIPT BY THE

ASSESSABLE CARRIER OF WRITTEN NOTICE OF THE ASSESSMENT. AN

ASSESSABLE CARRIER THAT CEASES DOING BUSINESS WITHIN THE

STATE IS LIABLE FOR ASSESSMENTS UNTIL THE END OF THE

CALENDAR _YEAR IN WHICH THE ASSESSABLE CARRIER CEASED DOING

BUSINESS. THE BOARD MAY DETERMINE NOT TO ASSESS AN

ASSESSABLE CARRIER IF THE ASSESSABLE CARRIER'S LIABILITY

DETERMINED IN ACCORDANCE WITH THIS SECTION DOES NOT EXCEED
$10.

(12) The participation in the program as reinsuring

carriers; the establishment of rates, forms, or procedures;
or any other joint collective action required by [sections
22 through 36] may not be the basis of any legal action,
criminal or civil liability, or penalty against the program
or any of its reinsuring carriers, either jointly or

separately.

{13} The board, as part of the plan of operation, shall
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develop standards setting forth the minimum levels of
compensation to be paid to producers for the sale of basic
and standard health benefit plans. In establishing the
standarda, the board shall take into consideration the need
to ensure the broad availability of coverages, the
objectives of the program, the time and effort expended in
placing the caverage, the need to provide ongoing service to
small employers, the levels of compensation currently used
in the industry, and the overall costs of coverage to small
employers selecting these plans.
{14) The program is exempt from taxation.

{15) ON OR BEFORE MARCH 1 OF EACH YEAR, THE COMMISSIONER

SHALL EVALUATE THE OPERATION OF THE PROGRAM AND REPORT TO

THE GOVERNOR _AND THE LEGISLATURE IN WRITING THE RESULTS OF

THE EVALUATION. THE REPORT MUST INCLUDE AN ESTIMATE OF

FUTURE COSTS OF THE PROGRAM, ASSESSMENTS NECESSARY TO PAY

THOSE COSTS, THE APPROPRIATENESS OF PREMIUMS CHARGED BY THE

PROGRAM, THE LEVEL QF INSURANCE RETENTION UNDER THE PROGRAM,

TBE _ COST oF COVERAGE OF SMALL EMPLOYERS, AND ANY

RECOMMENDATIONS FOR CHANGE TQO THE PLAN OF OPERATION.

NEW SECTION, Section 31. Health benefit plan committee
-- recommendations. (1) The commissioner shall appoint a
health benefit plan committee, The committee is composed of
representatives-ocf-carriera;-anait-emplioyers-and--emprayeeay

heaith-care-previderay-and-producerss THE FOLLOWING MEMBERS:
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{A) ONE HEALTHE CARE PROVIDER;

{B) ONE REPRESENTATIVE oF THE HEALTH INSURANCE

INDUSTRY ;

{C) ONE EMPLOYEE OF A SMALL EMPLOYER;

(D} ONE MEMBER OF A LABOR UNION: AND

{E) ONE REPRESENTATIVE OF THE GENERAL PUBLIC WHO MAY

NOT REPRESENT THE PERSONS OR GROUPS LISTED IN SUBSECTIONS
{1)(A) THROUGH (1){D).

(2) The committee shall, AFTER HOLDING A PUBLIC

HEARING, recommend the form and level of coverages to he
made by small employer carriers pursuant to [section 29].

(3} (a) The committee shall recommend benefit levels,
cost-sharing levels, exclusions, and limitations for the
basic health benefit plan and the standard health benefit
plan. The committee shall design a basic health benefit plan
and a standard health benefit plan that contain benefit and
cost-sharing levels that are consistent with the basic
method of operation and the benefit plans of health

maintenance organizations, including any restrictions
imposed by federal law.
{b) The plans recommended by the committee must include

cost containment features, such as:

(i) wutilization review of health care services,
including review of the medical necessity of hospital and
physician services;
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(ii) case management;

(iii) selective contracting with hospitals., physicians,
and other health care providers;

(iv) reascnable benefit differentials applicable to
providers that participate or do not participate in
arrangements using restricted network provisions; and

{v) other managed care provisions.

{c) The committee shall submit the health benefit plans
described in subsections (3)({a) and {3)(b) to the
commissioner for-—-approvat within 180 days after the

appointment of the committee. THE COMMISSIONER SHALL ADOPT

AS A RULE PURSUANT TO TITLE 2, CHAPTER 4, PART 3, THE HEALTH

BENEFIT PLANS REQUIRED BY [SECTION 29(1)] T0 BE OFFERED IR

TEIS STATE.

NEW SECTION. Section 32. Pericdic market evaluation —-
report. The board, in consultation with members of the
committee, shall study and report at least every 3 years to
the commissioner on the effectiveness of [(sections 22
through 36). The report must analyze the effectiveness of
[sections 22 through 36] in promoting rate stability,
product availability, and coverage affordability. The report
may contain recommendations for actions to improve the

overall eEfectiveness, efficiency, and fairness of the small

- employer health insurance markets. The report must address

whether carriers and producers are Eairly and actively
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marketing or issuing health benefit plans to small employers
in fulfillment of the purposes cof [sections 22 through 361].
The report may contain recommendations for market conduct or

other regulatory standards or action.
NEW SECTION. Section 33. waiver of certain laws. A law

that requires the inclusion of a specific category of

licensed health care practitiener—does PRACTITIONERS AND A

LAW _THAT REQUIRES THE COVERAGE OF A HEALTE CARE SERVICE OR

BENEFIT DO not apply to a basic health benefit plan
delivered or issued for delivery to small employers in this

state pursuant to [sections 22 through 36] BUT DO APELY TO A

STANDARD HEALTH BENEFIT PLAN DELIVERED OR TISSUED FOR

DELIVERY TO SMALL EMPLOYERS IN THIS STATE PURSUANT TO

[SECTIONS 22 THROUGH 36].

NEW SECTION. Section 34. Administrative procedure, The
commissioner shall adopt rules in accordance with the
Montana Administrative Procedure Act to implement and
administer [sections 22 through 36]).

NEW SECTION. Section 35. standards to ensure fair
marketing. (1) Each small employer carrier shall actively
market health benefit plan coverage, including the basic and
standard health benefit plans, to eligible small emplaoyers
in the atate. If a small employer carrier denies coverage
other than the basic or standard health benefit plans to a

small employer on the basis of claima experience cf the .
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small employer or the health status or claims experience of
ite employees or dependents, the small employer carrier
shall offer the small employer the opportunity to purchase a
basic health benefit plan or a standard health benefit plan.

(2) (a) Except as provided in subsection (2)(b), a
small employer carrier or producer may not directly or
indirectly engage in the following activities:

{i) encouraging or directing small employers to refrain
from filing an application for coverage with the small
employer carrier because of the health status of the
employer's employees or the claims experience, industry,
occupation, or geographic location of the small employer;

(i1) encouraging or directing small employers to seek
coverage from another carrier because of the health status
of the employer's employees or the claims experience,
industry, occupation, or geographic location of the small
employet.

{b) The provisions of subsection (2)(a) do not apply
with respect to information provided by a small employer
carrier or producer to a small employer regarding the
established geographic service area or a restricted network
provision of a small employer carrier.

(3) (a) Except as provided in subsection (3)(b}, a
small employer carrier may not, directly or indirectly,

enter into any contract, agreement, or arrangement with a
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producer that provides for or results in the compensation

paid to a producer for the sale of a health benefit plan to
be varied because of the health status of the employer's
employees or the claims experience, industry, occupation, or
geographic location of the small employer.

{b) Subsection {3){a) does not apply with respect to a
compensation arrangement that provides compensation to a
producer on the basis of the percentage of a premium,
provided that the percentage may not vary because of the
health status of the employer's employees or the claims
experience, industry, occupation, or geographic area of the
small employer,

(4) A small employer carrier shall provide reasonable
compensation, as provided under the plan of operation of the
pregram, to a producer, if any, for the sale of a

basic or
standard health benefit plan.

(5) A small employer carrier may not terminate, fail to
renew, or limit its contract or agreement of representation
with a producer for any reason related to the heajth status
of the employer's employees or the claims experience,
industry, occupation, or geographic location of the small
employers placed by the producer with the small employer
carrier.

{6} A small employer carrier or producer may not induce

or otherwise encourage a small employer to separate or

-78- SB 285



I T T . L T I R o

I I~ T = R I " R R R T o z
S W @ N hwm e w N

21
22
23
24
25

SB 0285/03

otherwise exclude an employee from health coverage or
benefits provided in connection with the employee's
employment.

{7) Denial by a small employer carrier of an
application for coverage from a small employer must be in
writing and must state the reason or reasons for the denial.

(8) The commissicner may adopt rules setting forth
additional standards to provide for the fair marketing and
broad availability of health benefit plans to small
employers in this state.

{9) (a) A violation of this section by a small employer
carrier or a producer is an unfair trade practice under
33-18-102.

(b) If a small employer carrier enters into a contract,
agreement, or other arrangement with an administrator who
holds a certificate of registration pursuant to 33-17-603 to
provide administrative, marketing, or othef services related
to the offering of health benefit plans to small employers
in this state, the administrator is subject to this section
as if the administrator were a smail employer carrier.

NEW SECTION. Section 36. Restoration of terminated
coverage. The commissioner may promulgate rules to require
small employer carriers, as a condition of transacting
business with small employers in this state after [(the

effective date of this section], to reissue a health benefit
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plan to any small employer whose health benefit plan has
been terminated or not renewed by the carrier after [6
months prior to the effective date of this section}. The
commissioner may prescribe the terms for the reissuance of
coverage that the commissioner finds atre reasonable and
necessary to provide continuity of coverage to small

employers.

NEW SECTION. SECTION 37. FINDING AND  PURPOSE. THE

LEGISLATURE FINDS THAT THE GOALS OF CONTROLLING HEALTH CARE

COSTS AND IMPROVING THE QUALITY OF AND ACCESS TO HEALTH CARE

WILL BE SIGNIFICANTLY ENHANCED. IN SOME CASES BY COOPERATIVE

AGREEMENTS AMONG HEALTH CARE FACILITIES. THE PURPOSE OF

[SECTIONS 37 THROUGH 44] IS TO PROVIDE THE STATE, THROUGH

THE AUTHORITY, WITH DIRECT SUPERVISION AND CONTROL OVER THE

IMPLEMERTATION OF COOPERATIVE AGREEMENTS AMONG HEALTH CARE

FACILITIES FOR WHICH CERTIFICATES OF PUBLIC ADVANTAGE ARE

GRANTED. IT is THE INTENT OF THE LEGISLATURE THAT

SUPERVISION AND CONTROL OVER THE IMPLEMENTATION OF THESE

AGREEMENTS SUBSTITUTE STATE REGULATION OF FACILITIES FOR

COMPETITION BETWEEN FACILITIES AND THAT THIS REGULATION HAVE

THE EFFECT OF GRANTING THE PARTIES TO THE AGREEMENTS STATE

ACTION IMMUNITY FOR _ACTIONS THAT MIGHT OTHERWISE BE

CONSIDERED TO BE IN VIOLATION OF STATE OR FEDERAL, OR BOTH,
ANTITRUST LAWS,

NEW secTioN. SECTION 38. COOPERATIVE AGREEMENTS
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ALLOWED. A HEALTH CARE PACILITY MAY ENTER INTO A COOPERATIVE

AGREEMENT WITH ONE OR MORE HEALTH CARE FACILITIES.

NEW SEcTION. SECTION 39. CERTIFICATE OF PUBLIC

ADVANTAGE -- STANDARDS FOR CERTIFICATION -- TIME FOR ACTION

BY AUTHORITY. (1) PARTIES TO A COOPERATIVE AGREEMENT MAY

APPLY O THE AUTHORITY FOR A CERTIFICATE OF PUBLIC

ADVANTAGE. THE APPLICATION FOR A CERTIFICATE MUST INCLUDE A

COPY OF THE PROPOSED OR_EXECUTED AGREEMENT, A DESCRIPTION OF

THE SCOPE OF THE COOPERATION CONTEMPLATED BY TEE AGREEMENT,

AND THE AMOUNT, NATURE, SOURCE, AND RECIPIENT QF ANY

CONSIDERATION PASSING TO ANY PERSON UNDER THE TERMS OF THE

AGREEMENT .

(2) THE ADTBORITY SHALL HOLD A PUBLIC HEARING ON THE

APPLICATION FOR A CERTIFICATE BEFORE ACTING UPON THE

APPLICATION. THE AUTHORITY MAY ROT ISSUE A CERTIFICATE

UNLESS THE AUTHORITY FINDS THAT THE AGREEMENT IS LIKELY TQ

RESULT IN LOWER HEALTH CARE COSTS OR IN GREATER ACCESS TO OR

QUALITY OF HEALTH CARE THAN WOULD OCCUR WITHOUT THE

AGREEMENT. IF THE AUTHORITY DENIES AN APPLICATION FOR A

CERTIFICATE FOR AN EXECUTED AGREEMENT, THE AGREEMENT 1S VOID

UPON THE DECISION OF THE AUTHORITY NOT TO ISSUE THE

CERTIFICATE. PARTIES TO A VOID AGREEMENT MAY NOT IMPLEMENT

OR CARRY OUT THE AGREEMENT.

(3) THE AUTHORITY SHALL DENY THE APPFLICATION FOR A

CERTIFICATE OR ISSUE A CERTIFICATE WITHIN 90 DAYS OF RECEIPT
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OF A COMPLETED APPLICATION.

NEW SECTION. SECTION 40. RECONSIDERATION BY AUTHORITY.

(1) IF THE AUTHORITY DENIES AN APPLICATION AKD REFUSES TO

ISSUE A CERTIFICATE, A PARTY TO THE AGREEMENT MAY REQUEST

THAT THE AUTHCRITY RECONSIDER ITS DECISION. THE AUTHORITY

SHALL RECONSIDER ITS DECISION IF THE PARTY APPLYING FOR

RECONSIDERATION SUBMITS THE REQUEST TO THE AUTHORITY 1IN

WRITING WITHIN 30 CALENDAR DAYS OF THE AUTHORITY'S DECISION

TO DENY THE INITIAL APPLICATION,

{2) THE AUTHORITY SHALL HOLD A PUBLIC HEARING ON THE

APPLICATION FOR RECONSIDERATION. THE HEARING MUST BE HELD

WITHIN 30 DAYS OF RECEIPT QF THE REQUEST FOR RECONSIDERATION

UNLESS THE PARTY APPLYING FOR RECONSIDERATION AGREES TO A

HEARING AT A LATER TIME. THE HEARING MUST BE HELD PURSUANT

TO 2-4-604.

{3) THE AUTHORITY SHALL MAKE A DECISION TO DENY THE

APPLICATION OR TO ISSUE THE CERTIFICATE WITHIN 30 DAYS OF

THE CONCLUSION OF 'THE HEARING REQUTIRED BY SUBSECTION (2).

THE DECISION OF THE AUTHORITY MUST BE PART QOF WRITTEN

FINDINGS OF FACT AND CONCLUSIONS OF LAW SUPPORTING THE

DECISION, THE FINDINGS, CONCLUSIONS, AND DECISION MUST BE

SERVED UPON THE APPLICANT FOR RECONSIDERATION.

NEW SECTION. SECTION 41. REVOCATION OF CERTIFICATE BY

AUTHORITY., (1) THE AUTHORITY SHALL REVOKE A CERTIFICATE

PREVIOUSLY GRANTED BY IT IF THE AUTHORITY DETERMINES THAT
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THE COOPERATIVE AGREEMENT IS NOT RESULTING IN LOWER HEALTH

CARE COSTS OR_ GREATER ACCESS TO OR QUALITY OF HEALTH CARE

THAN WOULD OCCUR IN ABSENCE OF THE AGREEMENT.

(2) A CERTIFPICATE MAY NOT BE REVOKED BY THE AUTHORITY

WITHOUT GIVING NOTICE AND AN OPPORTUNITY FOR A HEARING

BEFORE THE AUTHORITY AS FOLLOWS:

(A} WRITTEN NOTICE OF THE PROPOSED REVOCATION MUST BE

GIVEN TO THE PARTIES TO THE AGREEMENT FOR WHICH THE

CERTIFICATE WAS ISSUED AT LEAST 120 DAYS BEFORE THE

EFFECTIVE DATE QF THE PROPOSED REVOCATION.

(B} A HEARING MUST BE PROVIDED PRIOR TO REVOCATION IF A

PARTY TQ THE AGREEMENT SUBMITS A WRITTEN REQUEST FOR A

HEARING TO THE AUTHORITY WITHIN 30 CALENDAR DAYS AFTER

NOTICE IS MAILED TO THE PARTY UNDER SUBSECTION (2)(A}.

(C) WITHIN 30 CALENDAR DAYS OF RECEIPT QF THE REQUEST

FOR A HEARING, THE AUTHORITY SHALL HOLD A PUBLIC HEARING TO

DETERMINE WHETHER OR NOT TO REVOKE THE CERTIFICATE. THE

HEARING MUST BE BELD IN ACCORDANCE WITH 2-4-604.

{3) THE AUTHORITY SHALL MAKE ITS FINAL DECISION AND

SERVE THE PARTIES WITH WHITTEN FINDINGS OF FACT AND

CONCLUSIONS OF LAW IN SOPPORT OF ITS DECISION WITHIN 30 DAYS

APTER THE CONCLUSION OF THE HEARING OR, IF NO HEARING IS

REQUESTED, WITHIN 30 DAYS OF THE DATE OF EXPIRATION OF THE

TIME TO REQUEST A HEARING.

(4) IP A CERTIFICATE OF PUBLIC ADVANTAGE IS5 REVOKED BY
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THE AUTHORITY, THE AGREEMENT FOR WHICH THE CERTIFICATE WAS

ISSUED IS TERMINATED.

NEW SECTION. SECTION 42. avprear. A PARTY TO A

COOPERATIVE AGREEMENT MAY APPEAL, IN THE MANNER PROVIDED IN

TITLE 2, CHAPTER 4, PART 7, A FINAL DECISION BY THE

AUTHORITY TO DENY AN APPLICATION FOR A CERTIFICATE OR A

DECISION BY THE AUTHORITY TO REVOKE A CERTIFICATE. A

REVOCATION OF A CERTIFICATE PURSUANT TO [SECTION 41] DOES

NOT BECOME FINAL UNTIL THE TIME FOR APPEAL HAS EXPIRED. IF A

DECTSTON TO REVOKE A CERTIFICATE IS APPEALED, THE DECISION

1S STAYED PENDING RESOLUTION OF THE APPEAL BY THE COURTS.

NEW SECTION. SECTION 43. RECORD OF AGREEMENTS TO BE

KEPT, THE AUTHORITY SHALL KEEP A COPY OF COOPERATIVE

AGRFEMENTS FOR WHICH A CERTIFICATE IS IN EPFECT PURSUANT TO

{SECTIONS 37 THROUGH 44). A PARTY TO A COOPERATIVE AGREEMENT

WHO TERMINATES THE AGREEMENT SHALL NOTIFY THE AUTHORITY IN

WRITING OF THE TERMINATION WITHIN 30 DAYS APFTER THE
TERMINATION.

NEW SECTION. SECTION 44. RULEMAKING. THE AUTHORITY

SHALI, ADOPT RULES TO IMPLEMENT (SECTIONS 37 THROUGH 43]. THE
RULES SHALL INCLOUDE RULES:

{1) SPECIFYING TEE FORM AND CONTENT OF APPLICATIONS FOR

A _CERTIFICATE;

{2} SPECIFYING NECESSARY DETAILS FOR RECONSIDERATION OF

DENTIAL OF CERTIFICATES, REVOCATIONS OF CERTIFICATES,
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HEARINGS REQUIRED OR AUTHORIZED BY [SECTIONS 37 THROUGH 43],

AND APPEALS; AND

(3) TO EFFECT THE ACTIVE SUPERVISION BY THE AUTHORITY

QF AGREEMENTS BETWEEN HEALTH CARE FACILITIES. THESE RULES

MAY TNCLUDE REPORTING REQUIREMENTS FOR PARTIES TO AN

AGREEMENT FOR WHICH A CERTIFICATE 1S5 IN EFFECT.

NEW SECTION. Section 45. codification instructions.

{1) [Sections 1 through 20 AND 37 THROUGH 44] are intended

to be codified as an integral part cof Title 50, and the
provisions of Title S50 apply to (sections 1 through 20 AND
37 _THROUGH 44].

{2) [Sections 22 through 361 are intended to be
codified as an integral part of Title 33, and the provisions

of Title 33 apply to {secticns 22 through 361}.

NEW SECTION. SECTION 46. 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 47. Eeffective dates. (1)

{Sections 1 through 20y--3%y AND 44 THROUGH 46 and this

section] are effective on passage and approval.

(2) ([Section 21) is effective July 1, 1996.

(3) [Sections 22 through 28, 35, AND 36} are effective
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ARE EFFECTIVE JULY 1,

1993,
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Conference Commjittee April 20, 1993
on Senate Bill No. 285 . Page 2 of 2
Report No. 1, April 19, 1993

Page 1 af 2 10. Page 47, line 1,
Following: “GROUP*
Insert: “,"

Mr. President and Mr. Speaker:

And that this Conference Committee report be adopted.
We, your Conference Committee on Senate Bill No. 285, met and

considered: House amendmsents to Senate Bill No. 285. We For _the Senate:
recommend that Senate Bill No. 285 (reference copy — salmon) be
amended as follows:

For the House:

1. Page 7, lines 9 and 10. Senator Pranklin, Chair Chair
Strike: "SIMILAR 70 THE CERTIFICATE OF NEED SYSTEM BY WHICH"

Insert: “to control”
Strike: "ARE CONTROLLED® LE.,( @m A
[ r Brown Representative T. Relson
2. Page 7, linea 16 through 21.
Strike: subsection (P) in its entirety [Dﬂ% g g -~

3. Page 15, lines 19 and 20. Senator Eck [ Representative S. Rice
Strike: “EACH STATEWIDE PLAN MUST INCLUDE INCENTIVES FOR MARKET
/ROL.Y

CONTROL .

4. Paga 17, lines 14 and 15.
Strike: "; PROVIDE MARKET CONTROL,"

R m—
5. Page 17, line 22, And, Coord.
Strike: "{P) INCENTIVES FOR MARKET CONTROL; "

Renumber: subsequent subsections

Sec. of Senate
6. Page 19, line 9.

Strike: "AND AN INDIVIDUAL'S CBOICE OF SERVICES"

- 7. Page 40, line 8.
Pollowing: *

INSURANCE,
Insert: "excluding®

8. Page 46, line 22,
Pollowing: 'OR'
Insert: *(a)¥

9. Page 46, line 24.
Pollowing: "38]"
Insert: ";

{b} does not deny coverage tc any member of its
association or any saployee of its msmbers who applies for
coverage as pact of a group:"™
Pollowing: “AND®

Insert: *
{c)" "y
CCR
ADO
PT S8 2¥S
REJECT 861723CC.5ma

861723CC.Sma
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SENATE BILL NO. 285

INTRODUCED BY FRANKLIN, B. BROWN, JACOBSON, SCHYE,

BIANCHI, HARPER, JERGESOM, RYAN, LYNCH, HALLIGAN,
VAN VALKENBURG, MERCER, CRIPPEN, SQUIRES, GRINDE, COBB,
CHRISTYAENS, BLAYLOCK, L. NELSON, ECK, STRiZICH, TOOLE,
COCCHYARELLA, MCCARTHY, WILSON, WATERMAN, BECK, KLAMPE,

DOWELL, RUSSELL, STANFORD, TUSS, DOLEZAL, DOHERTY,

PAVLOVICH, WEEDING, BRUSKI-MAUS, NATHE, VAUGHN,

WELDON, KENNEDY, WILSOW, BARTLETT.,

SIMPKINS, HOCKETT, YELLOWTAIL, J. JOHNSON

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR UNIVERSAL
HEALTH CARE ACCESS, HEALTH CARE PLANNING, AND COST
CONTAINMENT; CREATING THE MONTANA HEALTH CARE AUTHORITY;
PROVIDING FOR THE POWERS AND DUTIES OF THE AUTHORITY;
REQUIRING A STATEWIDE UNIVERSAL HEALTH CARE ACCESS PLAN;
REQUIRING A HEALTH CARE RESOURCE MANAGEMENT PLAN; PROVIDING
FOR SIMPLIFICATION OF HEALTE CARE EXPENSES BILLING;
RBEQUIRING-PHE~-AUPHORIF¥-PO-EONDUET-A-—-SPHR¥--AND-—-REPORT--ON
BONS-FHRM--EARE; -REQUIRING-THE-AUPHORIT¥-PO-RSPABLISH-HBARPH

PHANNENG-RBEGTONS~ARD-BOARDS REQUIRING DEVELOPMENT OF UNIFORM

CLAIM FORMS AND PROCEDURES; REQUIRING THE AUTHORITY TO

CONDUCT STUDIES CONCERNING PRESCRIPTION DRUGS, LONG—TERM

CARE, AND THE CERTIFICATE OF NEED PROCESS; CREATING HEALTH

CARE PLANNING REGIONS; REQUIRING ESTABLISHMENT OF REGIONAL
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HEALTH CARE PLANNING BOARDS:; PROVIDING FOR THE POWERS AND

DUTIES OF REGIONAL BOARDS; REQUIRING THE ESTABLISHMENT OF A
UNIFIED HEALTH CARE DATA BASE; PROVIDING-—-POR---HEABTH

EINSHRANER--REPORM REQUIRING HEALTH INSURER COST MANAGEMENT

PLANS; TRANSFERRING TO THE AUTHORITY CERTAIN FUNCTIONS OF
THE DEPARTMENT AND BOARD OF HEALTH AND ENVIRONMENTAL

SCIENCES RELATING TO VIPAB-9PAPISPICS STATE HEALTH PLANNING:

PROVIDING A SMALL EMPLOYER HEALTH INSURANCE AVAILABILITY

ACT; ALLOWING HEALTH CARE FACILITIES TO_ ENTER INTO

COOPERATIVE AGREEMENTS WITH TEE APPROVAL AND SUPERVISION OF

THE AUTHORITY; AMENDING SECTION 58-15-%6% 50-1-201, MCA; AND
PROVIDING EFFECTIVE DATES.* )

STATEMENT OF INTENT

A--statement--oaf-tegisltative-intent-is-required-for-this
bi}i—becau:e—fseeti;n~i9}-requifes-the—uentana——heaieh-—eare
anthority-—-to-—adopt--ruies--estabiishing--a-maximum-of-five
heaith-care-pianning-regionay-to-estabtisn—--regitonat--heaieh
care--pianning-boards-within-those-regionay-and-to-estabiioh
a-procedure-for-setection-of--regionai--board--membera-—~-Phe
legistature—-intenda--that-the-rutes-estabiishing-the-heatth
care-pianning-regions—-be-based-primartiy-upon-the-geographic
heaith-eare-referrai-patterns-by-which-heaith-ecare-providers
refer--patients-——to-—speciatiatas--ar--iarger---heatth-—-ecare
factittiess--Fhese--rutes-shoutd-atso-conatder-communtcation
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and-transportation-patterns-and-natnrai--barriera--to-—these
patrernss-FThe-rultea-eatabitshing-the-boards-must-specify—the
number-—ef-—members;--any--reievant--guatificationa;-—and-the
operationa-and-duties-af-the-boards-and-must-provide-—-for--a
funding-mechantam-by-grant-frem-the-antherity--Phe-procedure
for—-setection--of-the-hoard-members-must-previde-for-pubite
notice-cf-the-seiection-processs
A-statement-of-intent-is-aise-required-because--{section
12}--regnires-—the--authority-to-adopt-rutes-reiating-to-the
untfied-healeh-care-data-base--Fhe--authoritytis-—-rnies--must
apecitfy—in-comprehensive-detail-whae-information-is-required
to-=-bae——provided—-by--heatth-care-praviders-and-the-times-a¢
whiech-the-infarmation-is-to-be-provideds-Fhe-ruies-must-atss
provide-for-andit-procedures-to-determina—- *pe~-~accuracy -of
the--£ited——dataz-—Phe--confidentialtity--provisions—-must—be
conststent—--with-——other---state---taws-—---governing———the
confidentiatity—-of-—-publtic---recerds;--inciuding--—medical
secordsr-and-must-appiy—to-empieyees—-of -the-usunthority-and-to
others-receitving-or-using-records-in-the-data-bases
A-statement-of-intent-is-aiso-required-because--faection
13}--requires--the--comminsioner-of-insurance-to-adopt-rutes
governing-smalii-employer—group-heatth-pians--Iin--d=termining
the--basic—-benefits--package; --the--commissioner-shaii-make
objective--determinationsy-—supported--by--avaitiabie—--datay

cancerning-the-type-of-benefits-required-and-shalil-determine
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that-—-the-—benefits-to-be-reguired-are-cost-effeceives (1) A

STATEMENT OF LEGISLATIVE INTENT IS REQUIRED FQOR THIS BILL

BECAUSE:

t¥¥(A) [SECTION 4] AUTHORIZES THE MONTANA HEALTH CARE

AUTHORITY TO ADOPT RULES NECESSARY TO IMPLEMENT [SECTIONS 1

THROUGH 20]. IN ADDPITION TO THOSE RULEMARKING MATTERS

ADDRESSED BELOW, THE AUTHORITY MAY ADOPT RULES GOVERNING

SUCH MATTERS AS ITS MEETINGS, PUBLIC HEARINGS, AND RULES OF

PROCEDURE AND ROLES OF ETHICAL CONDUCT GOVERNING ITS

MEMBERS.

+2¥(B) [SECTION 171 REQUIRES THE MONTANA HEALTH CARE

AUTHORITY TO ADOPT RULES TO ESTABLISH REGIONAL HEALTH CARE

PLANNING BOARDS WITHIN THE HEALTH CARE PLANNING REGIONS

ESTABLISHED IN [SECTION 17] AND TO ESTABLISH A PRCCEDURE #JOR

SELECTION OF REGIONAL BOARD MEMBERS. THE RULES ESTABLISHING

THE BOARDS MUST SPECIFY THE NUMBER OF MEMBERS, ANY RELEVANT

QUALIFPICATIONS, AND THE OPERATIONS AND DUTIES OF THE BOARDS

AND MUST PROVIDE FQR A FUNDING MECHANISM BY GRANT FROM THE

AUTHORITY. IN ADDITION, THE RULES MUST PROVIDE FOR

CONSIDERATION OF A BALANCE BETWEEN RURAL AND URBAN INTERESTS

IN THE SELECTION OF REGIONAL BOARD MEMBERS. THE PROCEDURE

FOR SELECTION OF THE BOARD MEMBERS MUST PRQVIDE FOR PUBLIC

NOTICE OF THE SELECTION PROCESS.

¢39(C) [SECTION _10] GRANTS THE COMMISSIONER QF

INSURANCE THE AUTHORITY TO ADOPT RULES SPECIFYING UNIFORM
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HEALTH INSURANCE CLAIM FORMS AND PROCEDURES. THE FORMS

SHOULD BE BASED UPON EXISTING FORMATS, BE AS SHORT AS

POSSIBLE, AND BE COMPATIBLE WITH ELECTRONIC DATA

TRANSMISSION.

t43(D) [SECTION 19] REQUIRES THE AUTHORITY TO ADOPT

RULES RELATING TQ THE UNIFIED HEALTH CARE DATA BASE. THE

AUTHORITY'S RULES MUST SPECIFY IN COMPREHENSIVE DETAIL WHAT

INFORMATION IS REQUIRED TO BE PROVIDED BY HEALTH CARE

PROVIDERS AND THE TIMES AT WHICH THE INFORMATION IS TO BE

PROVIDED. THE RULES MUST ALSO PROVIDE FOR AUDIT PROCEDURES

TO DETERMINE THE ACCURACY OF THE FILED DATA., THE

CONFIDENTIALITY PROVISIONS MUST BE CONSISTENT WITH OTHER

STATE LAWS GOVERNING THE CONFIDENTIALITY OF PUBLIC RECORDS,

INCLUDING MEDICAL RECORDS, AND MUST APPLY TO EMPLOYEES OF

THE AUTHORITY AND TO OTHERS RECEIVING OR USING RECORDS 1IN

THE DATA BASE.

+54(E)} [SECTIONS 23, 26, 27, 30, 31, AND 34 THROUGH 36]

REQUIRE THE COMMISSIONER OF 1NSURANCE TO ADOPT RULES

GOVERNING SMALL EMPLOYER GROUP HEALTH PLANS. IN DETERMINING

THE BASIC BENEFITS PACKAGE, THE COMMISSIONER SHALL MAKE

OBJECTIVE DETERMINATIONS, SUFPORTED BY AVAILABLE DATA,

CONCERNING THE TYPE OF BENEFITS REQUIRED AND SEALL DETERMINE

THAT THE BENEFITS TO BE REQUIRED ARE COST-EFFECTIVE PURSUANT

TO THE SMALL EMPLOYER HEALTH INSURANCE AVAILABILITY ACT. THE

COMMISSIONER MAY ADOPT RULES PROVIDING FOR A TRANSITION
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PERIOD TO ALLOW SMALL EMPLOYER CARRIERS TO COMPLY WITH

CERTAIN PROVISIONS OF THE ACT. THE COMMISSIONER MAY APPROVE

THE ESTABLISHMENT OF ADDITIONAL CLASSES OF BUSINESSES ONLY

IF THE COMMISSIONER DETERMINES THAT THE ADDITIONAL CLASSES

WOULD ENHANCE THE EFFICIENCY AND FAIRNESS OF THE SMALL

EMPLOYER HEALTH INSURANCE MARKET., THE COMMISSIONER 1s

REQUIRED UNDER THE ACT TO ADOPT RULES TO IMPLEMENT AND

ADMINISTER THE ACT.

(F) (SECTION 44] REQUIRES THE AUTHORITY TO ADOPT RULES

IMPLEMENTING [SECTIONS 37 THROUGH 44]. THE RULES ADGCPTED BY

THE AUTHORITY MUST SPECIFY THE FORM AND CONTENT OF

APPLICATIONS FOR CERTIFICATES OF PUBLIC ADVANTAGE; DETAILS

OF THE RECONSIDERATION, REVOCATION, HEARING, AND APPEAL

PROCESSES; AND OTHER MATTERS AS THE AUTHORITY DETERMINES

NECESSARY. THE RULES THAT ARE ADOPTED BY THE AUTHORITY MUST

ALSQO PROVIDE THE AUTHORITY WITH DIRECT SUPERVISION AND

CONTROL OVER THE IMPLEMENTATION OF COOPERATIVE AGREEMENTS

BETWEEN FACILITIES.

{2) IN PREPARING THE PLAN REQUIRED BY [SECTION 5], THE

AUTHORITY SHALL CONSIDER THE FOLLOWING MATTERS FOR THE

FOLLOWING FEATURES OF THE PLAN:

(A) A UNIFIED HEALTH CARE BUDGET. THE AUTHQRITY SHALL

CONSIDER THE DEVELOPMENT OF A STATE HEALTH CARE BUDGET BASED

UPON THE BUDGETS SUBMITTED BY THE REGIONAL HEALTH CARE

PLANNING BOARDS.
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(B) CAPS FOR PROVIDER EXPENDITURES. THE AUTHORITY SHALL

CONSIDER A PROCESS FOR ADOPTING MANDATORY LIMITS ON PROVIDER

EXPENSES, INCLUDING FEES AND SALARIES.

{C) GLOBAL_ BUDGETING FOR ALL HEARLTH CARE SPENDING. THE

AUTHORITY SHALL CONSIDER ADOPTING A BUDGETING PROCESS, WITH

PUBLIC INVOLVEMENT, BY WHICH A UNIFIED HEALTH CARE BUDGET IS

DETERMINED.

(D) CONTROLLED CAPITAL EXPENDITURES. THE AUTHORITY

SHALL CONSIDER ADOPTING A SYSTEM SiMIbAR-F6-FHE--EERTiPICAPE

OF —NEED-SY¥YSTEM-BY¥-WHEICH TO CONTROL CAPITAL EXPENDITURES ARE

CONTROLLED.

(E) BINDING CAP ON OVERALL EXPENDITURES. THE AUTHORITY

SHALL CONSIDER ADOPTING ﬁANDATORY LIMITS ON ALL TYPES OF

EXPENDITURES OF HEALTH CARE PROVIDERG, .HCLUDING CAPITAL

EXPENDITURES, SMALL EQUIPMENT PURCHASES, PERSONNEL COSTS,

AND ALL OTHER TYPES OF OPERATING COS'TS.

tP)--MARKET-CONTROL: - FHE-AUTHORITPY¥--SHALL--CONSIDER——FHE

BEVELOPMENT--0FP--A-—S5FATE--HEALTH--EARE--PhLAN--BASED-UFPON-FHE

PREPERENECES-—-AND--NEEPS--6F-——THE---HEALTH---EL:RE-—-CONSUMER

INEENTIVES-FOR-MARKEF-CONPROb-SHOUEB-FNEEHBE-MEEHANISMS -FPHAT

ENGOHRASE- -HEALPH--EARE--PROVEIBERS ~$E-RESPENB~-PO-PREPERENEES

ANB-NEEBS~-OP-HEABPH-EARB-CONSHMERS +

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

{Refer to Introduced Bill)
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Strike everything after the enacting clause and insert:

NEW SECTION. Section 1. State health care policy. (1)
It is the policy of the state of Montana to ensure that all
residents have access to quality health services at costs
that are affordable. To achieve this policy, it is necessary
to develep a health care system that is integrated and
subject to the direction and oversight of a single state
agency. Comprehensive health planning through the
application of a statewide health care resource management
plan that is linked to a unified health care budget for
Montana is essential.

{(2) It is further the policy of the state of Montana
that the health care system should:

{a) maintain and improve the quality of health care
services offered to Montanans;

{b} contain or reduce increases in the cost of
delivering services so that health care costs do not consume
a disproportionate share of Montanans' income or the money
available for other services required to ensure the health,
safety, and welfare of Montanans;

(c) avoid unnecessary duplication in the development
and offering of health care facilities and services;

(d) encourage regional and local participation in
decisions about health care delivery, financing, and

provider supply;
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{E} FACILITATE UNIVERSAL ACCESS TO HEALTH SCIENCES

INFORMATION;

tE¥(FP) PROMOTE RATIONAL ALLOCATION OF HEALTH CARE

RESOURCES TN THE STATE; AND

tP¥(G) FACILITATE UNIVERSAL ACCESS TOQ PREVENTIVE AND

MEDICALLY NECESSARY HEALTH CARE.

{3) IT IS FURTHER THE POQLICY OF THE STATE OF MONTANA

THAT REGARDLESS OF WHETHER OR WHAT FORM OF A HEALTH CARE

ACCESS PLAN IS ADQPTED BY THE LEGISLATURE, THE HEALTH CARE

AUTHORITY, HEALTH CARE PROVIDERS, AND OTHER PERSONS INVOLVED

IN THE DELIVERY OF HEALTH CARE SERVICES NEED TO INCREASE

THEIR EMPHASIS ON THE EDUCATION OF CONSUMERS OF HEALTH CARE

SERVICES. CONSUMERS SHOULD BE EDUCATED CONCERNING THE HEALTH

CARE SYSTEM, PAYMENT POR SERVICES, ULTIMATE COSTS OF HEALTH

CARE SERVICES, AND THE BENEFIT TO CONSUMERS GENERALLY OF

PROVIDING ONLY SERVICES TO THE CONSUMER THAT ARE REASONABLE

AND NECESSARY.

NEW SECTION. Section 2. pefinitions. For the purposes

of ([sections 1 through 20 AND 37 THROUGH 44), the following

definitions apply:

(1) "Authority" means the Montana health care authority
created by [section 13]}.

(2) "Board" means one of the regional health care
planning boards created pursuant to [section 17]).

{3) "CERTIFICATE OF PUBLIC ADVANTAGE" OR "CERTIFICATE"
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MEANS A WRITTEN CERTIFICATE ISSUED BY THE AUTHORITY AS

EVIDENCE OF THE AUTHORITY'S INTENTICN THAT THE

IMPLEMENTATION OF A COOPERATIVE AGREEMENT, WHEN ACTIVELY

SUPERVISED BY THE AUTHORITY, RECEIVE STATE ACTION IMMUNITY

FROM PROSECUTION AS A VIOLATION OF STATE OR FEDERAL

ANTITRUST LAWS,

{4) "COOPERATIVE AGREEMENT" OR "AGREEMENT" MEANS A

WRITTEN AGREEMENT BETWEEN TWO OR MORE HEALTH CARE FACILITIES

FOR THE SHARING, ALLOCATION, OR REFERRAL OF PATIENTS;

PERSONNEL; INSTRUCTIONAL PROGRAMS ; EMERGENCY MEDICAL

SERVICES; SUPPQRT SERVICES AND FACILITIES; MEDICAL,

DIAGNOSTIC, OR LABORATORY FACILITIES OR PROCEDURES: OR QTHER

SERVICES CUSTOMARILY OFFERED BY HEALTH CARE FACILITIES.

t3¥(5) "Data base" means the unified health care data

base created pursuant to [section 19].

(6) “HEALTH CARE" INCLUDES BOTH PHYSICAL HEALTH CARE

AND MENTAL HEALTH CARE.

t43(7) *“"Health care facility” means all facilities and
institutions, whether public or private, proprietary or
nonprofit, that offer diagnosis, treatment, and inpatient or
ambulatory care to two or more unrelated persons. The term
includes all facilities and institutjons included in
50-5-101(19). The term does not apply to a facility operated
by religious groups relying solely on spiritual means,

through prayer, for healing.
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t53(8) "“Health insurer" means any health insurance
company, health service corporation, health maintenance
organization, insurer providing disability insurance as
described in 33-1-207, and, to the extent permitted ynder
federal law, any administrator of an insured, self-insured,
or publicly funded health care benefit plan offered by
public and private entities.

t63(9) "Health care provider™ or “provider" means a
person who is licensed, certified, or otherwise authorized
by the laws of this state to provide health care in the
ordinary course of business or practice of a profession.

+73(10) "Management plan®™ means the health care resource
management plan required by [section 81},

€63(11) "Region" means one of the h2z.th care planning
regions created pursuant to [section 17].

t9¥{12) “Statewide plan” means one of the sgtatewide
universal health care access plans for access to health care
required by [section 5}.

NEW SECTION. Section 3. kontana health care authority
—— allocation —— membership. (1) There is a Montana health
care authority.

{2) The authority is allocated to the depiartment of
health and environmental sciences for administrative
purposes as provided in 2-15-121.

{3) The authority consists of five voting members
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appointed by the governor. At 1least one member must
represent consumer organizations. Members of the authority
must be appointed as follows:

(a) Within 30 days of |[the effective date of this
section], the majority SPEAKER and minority leader o©of the
house o©of representatives shall select an individual with
recognized expertise or interest, »r both, in health care.
The magority SPEAKER and minority leader and the person
selected by them shall nominate by majority wveote five
individuals for appointment toc the authority.

{b) Within 30 days of [the effective date of this
section], the majority PRESIDENT and minority leader of the
senate shall select an individual with recognized expertise
or interest, or both, in health care. The masarity PRESIDENT
and minority leader and the person selected by them shall
nominate by majority vote five individuals for appointment
to the authority. 7

{c) Within 90 days of [the effective date of this
section], the governor shall appoint from those nominated
under subsections {3)(a) and (3}(b) five individuals to the
authority.

(4) A wvacancy must be filled 1in the same manner as
original appointments under subsection (3), except that one
individual must be selected under subsection (2){(a) and one

under subsection (3)(b). The governor shall appeint from

Ca12- SB 285



10
11
12
13

14

15

18
17
18
19
20
21

22

23

24

25

SB 0285/04

those nominated the individual to fill the vacancy.

{5) The presiding officer of the authority must be
elected by majority vote of the voting members. The initial
presiding officer must serve a 4-year term.

(6) Members serve terms of 4 years, except that of the
members initially appointed, two members serve 4-year terms,
two members serve J-year terms, and one member serves a
2~year term, to be determined by lor.

{7) The directors of the department of social and
rehabilitation services and the department of health and
environmental sciences and the commissioner of insurance are
nonvoting, ex ocfficic members of the authority.

(8) THE ATTORNEY GENERAL TS AN EX OFFICIQ, NONVOTING

MEMBER OF THE AUTHORITY ONLY FOR THE PURPOSE OF THE

AUTHORITY'S APPROVAL OR DENIAL OF CERTIFICATES OF PUBLIC

ADVANTAGE, SUPERVISTION OF COOPERATIVE AGREEMENTS, AKND

REVOCATION OF CERTIFICATES QOF PUBLIC ADVANTAGE PURSUANT TO

[SECTIONS 37 THROUGH 44].

t8%(8%) A member shall acknowledge a direct conflict of
interest in a proceeding in which the member has a personal
or financial interest.

NEW SECTION, Section 4. Administration of health care
authority -- reports -- compensation, (1} The authority
shall employ a full-time executive director who shall

conduct or direct the daily operation of the autherity. The

-13- SB 285

[-I - -

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

25

SB 0285/04

executive director 1is exempt from the application of
2-18-204, 2-18-205, 2-18-207, and 2-18-1011 through
2-18-1013 and serves at the pleasure of the authority. The
executive director is the chief administrative officer of
the authority. The executive director has the power of a
department head pursuant to 2-15-112, subject to the
policies and procedures established by the authority.

{2) The authority may delegate its powers and assign
the duties of the autharity to the executive director as it
may consider appropriate and necessary for the proper
administration of the authority. Howewver, the authority may
not delegate its rulemaking powers under [sections 1 through
201).

{3} The authority may:

{a) employ professional and support staff necessary to
carry out the functions of the authority; and

(b) employ consultants and contract with individuals
and entities for the provision of services.

{4) The authority may:

(a) apply for and accept gifts, grants, or
contributions from any person for purposes consistent with
50-1-201 and [sections 1 through 20];

{b) adopt rules necessary to implement (sections 1
through 20]); and

(c) enter into contracts and--perform---other—--acts
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necessary Lo accomplish the purposes of {sections 1 through
20].

{S5) The authority shall report to the legislature and
the governor at least twice a year on its progress since the
last report in fulfilling the requirements of [sections 1
through 20]. Reports may be provided in a manner similar to
5-11-210 or in another manner determined by the authority.

(6) Members of the authority must be paid and
reimbursed as provided in 2-15-124.

(7) The authority shall make grants to the beards for
the operation of the boards. The authority shall provide for
uniform procedures for grant applications and budgets of the

boards.

NEW SECTION. Section 5. statewide universal access
plans regquired. (1) On or before October 1, 1994, the
authority shall submit a report to the egislature that
contains the autherity's recommendation for a statewide
universal health care access plan based on a single payor
system and a recommendation for a statewide universal access
plan based on a regulated multiple payor system. EBAEH

STAFEWIDE-PLAN-MHSE-INCEUDE-INCENFIVES-FOGR-~MARKET--CONTPROL-

Each statewide plan must contain recommendatiors that, if
implemented, would provide for universally accessible,
medically necessary, and preventive health care by October

1, 1995. Both plans must be voted on by the 19%5 legislature
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no-tater-than-45--days--from--the-—first--day--ef--the--1995
legisiative—-sesston. The legislature may return one or both
plans to the authority for further development.

(2) For purposes of this section:

{a) a single payor system is a method of financing
health CARE services predominantly through public funds so
that each resident of Montana receives a uniform set of
benefits as established through statute or administrative
rule. Policies governing all aspects of the management of
the single payor system would reside with state government,
and benefits must be administered by a single entity.

(b) a regulated multiple payor system is a method of
financing health CARE services through a mix of public and
private funds so that each resident of Montana receives a
uniform set of benefits as established by statute or
administrative rule. State government has responsibility faor
regulating the multiple entities that provide benefits to
residents, including regulations for enrollment, change in
premium rates, payment rates to providers, and aggregate
health expenditures.

NEW SECTION. Section 6. Features of satatewide plans.
{l) Each statewide plan under {section 5] must contain the
features required by [sections 7 through 9 and 11) and this
section.

(2) Each statewide plan must include:
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{a) guaranteed access to health care services for all
residents of Montana;

{b) a uniform system of health care benefits;

{c) a unified health care budget;

(d) portability of coverage, regardless of job status;

{e} a broad-based, public or private financing
mechanism to fund health care services;

{F) CONSIDERATION OF THE LIMITATIONS OF PUBLIC FPUNDING;

t£¥{(G) a system capped for provider expenditures:;

t9¥(H) global budgeting for all health care spending;

th¥(I) controlled capital expenditures;

t+¥{J) a binding cap on overall expenditures;

t33(K) policymaking for the system as a whole and
accountability within state government;

tk¥(L) incentives to be used to contain costsy-—-PROVIBE

MARKEP-CONPROE7 and direct resources;

tty(M) administrative efficiencies;

tm¥(N) the appropriate use of midlevel practitioners,
such as physician's assistants and nurse practitioners;

tn} {0} mechanisms for reducing the cost of prescription
drugs, both as part of and as separate from the uniform
benefit plan;

{PY--INCENTIVES-POR-MARKET-EGNTROL

to3193(P) integration, to the extent possible under

federal and state law, of benefits provided under the health
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care system with benefits provided by the Indian health
service and the United States department of veteran affairs
and benefits provided by the medicare and medicaid programs;
and

tP¥{RY{Q) an actuarially sound estimate of the costs of
implementing the plan through the year 2005.

(3) NOTHING TN [SECTIONS 7 THROUGH 9 AND 11] OR THIS

SECTION MAY BE INTERPRETED TO PREVENT MONTANA RESIDENTS FROM

SEEKING HEALTH CARE SERVICES NOT PROVIDED IN EITHER OR BOTH

STATEWIDE PLANS.

NEW SECTION. Section 7. Cost containment. (1) The
statewide plans must contain a cost containment component,

INCLUDING ANNUAL COST CONTAINMENT TARGETS. Except as

otherwise provided in this section, each statewide plan must
establish a--target TARGETS for cost containment so that by
1999, the annual average percentage increase in statewide
health care costs deoes not exceed the average annual
percentaqge increase in the grosas domestic preoduct, as
determined by the U.S. department of commerce, for the 5§
preceding years.

(2) The authority shall adopt processes and criteria
for responding to exceptional and unforeseen circumstances
that affect the health care system and the target TARGETS
required in subsection (1), including such factors as

population increases or decreases, demographic changes,
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costs beyond the control of health care providers, and other
factors that the authority considers significant.

(3) The authority shall, AT A MINIMUM, include the

following features in the cost containment component:

(a) glcbal budgeting for all health care spending;

(b) a system for 1limiting demand of health care
Services and controlling unnecessary and inappropriate
health care. The system may include prioritization of
services that allows for consideration of an individual

patient's prognosis ANB-AN-INDIVIDUAL!S5-CHOICE-OFP-SERVIEES.

(c} a system for reimbursing health care providers for
services and health care items. The reimbursement system
must provide that all payors, public or private, pay the
same rate for the same health care service: and items and
that reimbursement for services is based predominantly upon
the health care service provided rather than wupon the
discipline of the health care provider.

(d) a method of monitoring compliance with the target
TARGETS required in subsection (1):

{e) expenditure targets for health care providers and
facilities;

(f}y disincentives for exceeding the targets established
pursuant to subsection (3){(e}, including reducticon of
reimbursement levels in subsequent years;

{q) reimbursement of health care providers and health
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care facilities that is based upon negotiated annual budgets
or fees for services; and

{h) a plan by the authority, health care providers,
health insurers, and health care facilities to educate the
public concerning the purpose and content of the statewide

plans.

NEW SECTION. Section 8. Health care resource
management plan. (1) Each statewide plan must contain a
health care resource management plan that takes into account
the provisions of [section 7). The management plan must
provide for the distribution of health care resocurces within
the regions established pursuant to [section 17]) and within
the state as a whole, consistent with the principles
provided in subsection (2).

{2) The management plan must include:

{a} a statement of principles used in the allocation of
resources and in establishing priorities for health
services;

{b} identification of the current supply and
distribution of:

(i} hospital, nursing home, and other inpatient
services;

(ii) home health and mental health services;

{11i) treatment services for alcohol and drug abuse;

({iv) emergency care;
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(v) ambulatory care services, including primary care
resources;

{vi) nutrition benefits, prenatal benefits, and
maternity care;

(vii) human resources;

(VIII) HEALTH SCIENCES LIBRARY RESOURCES AND SERVICES;

tvttz¥(IX) major medical equipment; and

texy{X) health screening and early intervention
services;

{c) a determination of the appropriate supply and
distribution of the resources and services identified in
subsection (2)(b) and of the mechanisms that will encourage
the appropriate integration of these services on a local or
regional basis. To arrive at a determination, the authority
shall consider the following factors:

(i) the needs of the statewide population, with special
consideration given to the development of health care
services in underserved areas of the state;

(ii) the needs of particular geographic areas of the
state;

(iii) the use of Montana facilities by out-of-state
residents;

{iv) the use of out-of-state facilities by Montana
residents;

{v) the needs of populations with special health care
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needs;

(vi) the desirability of providing high-quality services
in an economical and efficient manner, including the
appropriate use of midlevel practitioners; and

(vii) the cost impact of these resource reguirements on
health care expenditures;

(d) a component that addresses health promotion and
disease prevention and that is prepared by the department of
health and environmental sciences in a format established by
the authority;

(e) incentives to improve access to and use of
preventive care; primary care services, including mental
health services; and community-based care;

{£) incentives for healthy lifestyles;

(g) lincentives to improve access toc health care in
underserved areas, including:

(i) a system by which the authority may identify
persons with an interest in becowing health care
professionals and provide or assist in providing health care
education for those persona; and

(ii) tax creditsa and other financial incentives to
attract and retain health care professionals in underserved
areas; and

{h) a component that addresses integration of the plan,

to the extent allowed by state and federal law, with
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services provided by the Indian health service and by the
United States department of veterans affairs and by the
medicare and medicald programs.

{(3) In adopting the management plan, the authority
shall consider the regional heallh resource plans
recommended by regional panels.

(4} The management plan must be revised annually in a
manner determined by the authority.

(5} Prior to adoption of the management plan, the
authority shall hold one or more public hearings for the
purpose of receiving oral and written comment on a draft
plan. After hearings have been concluded, the authority
shall adopt the management plan, taking comments into

consideration.

NEW SECTION. Section 9. Health care billing
simplification. (1) Each statewide pla: must contain a
component providing for simplification and reduction of the
costs associated with health care billing. In designing this
component, the authority may congider:

(a) conversion from paper health care claims to
standardized electronic billlng: and

(b) creating a claims clearinghouse, conniasting of a
state agency or private entity, to receive claims from all
health care providers for compiling, editing, and submitting

the claims to payors.
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{2) The health care billing component must include a
method to educate and assist health care providers and
payors who will use any health care billing simplification
system recommended by the authority.

{3} The billing component must provide a schedule for a
phasein of any health care billing simplification system
recommended by the authority. The schedule must relieve
health care providera, payors, and consumers cf undue

burdens in using the system.

NEW SECTION, Section 10, oniform claim forms and
procedures. (1) By-Jdanoary-i7-19947-the THE commissioner of
insurance, after consultation with the authority, may adopt
by rule uniform health insurance claim forms and uniform
standards and procedures for the use of the forms and
processing cf claims, including the submission cof claims by
means of an electronic claims processing system.

{(2) The commissioner may contract with a private or
public entity to administer and operate an electronic claims
processing system. If the commissioner elects to contract
for administration and operation of the system, the
commissioner shall award a contract according to Title 18,

chapter 4.

NEW SECTION. Section 11. Other matters to be included

in atatewide plane. (1) The statewide plans recammended by

the authority must include:
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{a) stable financing methods, including sharing of the
costs o©of health care by health care consumers con an
ability-to-pay basis through such mechanisms as copayments
or payment of premiums;

(b) a procedure for evaluating the guality of health
care services;

(¢} public education concerning the statewide plans
recommended by the authority:; and

{d} phasein of the various components of the plans.

(2) (a) In order to reduce the costs of defensive
medicine, the authority shall:

(i) conduct a study of a system for reducing the use of
defensive medicine by adopting practice protocols that would
give providers guidelines to follow for specific procedures;

{ii) conduct a study of tort reform measures, including
limitations on the amount of noneconomic damages, mandated
periodic payments of future damages, and reverse sliding
scale limits on contingency fees; and

(iii) propose any changes, including 1legislation, that
it considers necessary, including measures for compensating
victims of tortious injuries.

{b) As part of its study under subsection (2)(a)(ii),
the autheority may consider changes in the Mcontana Medical
Legal Panel Act.

{c) The recommendations o©f the authority must be
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included in its report containing the statewide plans.

(3} The authority shall conduct a study of the impacts
of federal and state antitrust laws on health care services
in the state and make recommendat ions, including
legiglation, to address those laws and impacts. The
authority shait MAY include in its plans legislation IN

ADDITION TO [SECTIONS 37 THROUGH d44] that will enable health

care providers and payors, including health insurers and
consumers, to negotiate and enter intoc agreements when the
agreements are likely to result in lower costs or in greater
access or gquality than would otherwise occur in the
competitive marketplace. In proposing appropriate
legislation concerning antitrust laws, the authority shall
provide appropriate conditions, supervision, and regulation
to protect against private abuse of economic power.

{4) The authority shall apply for waivers from federal
laws necessary to implement recommendations of the authority

enacted by the legislature and to implement those

recommendations not requiring legislation.

NEW SECTION. Section 12. "Hearings AVAILABILITY  OF

PLANS -- HEARINGCS on statewide plans. (1)} THE AUTHORITY

SHALL MAKE COPIES OF THE DRAFT STATEWIDE PLANS WIDELY

AVAILABLE AT PUBLIC EXPENSE TO INTERESTED PERSONS AND

GROUPS.,

{2) The authority shall seek public comment on the
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development of each statewide plan rgquired under [section
5]. In seeking public comment on the development of the
authority's recommendations for each plan, the authority
shall provide extensive, multimedia notice to the public and
hold at least one public hearing in each of the health care
planning regions established by [section 17]. The hearings
must take place before the authority's report is submitted
to the legislature. The authority shall consult with health
care providers in the development of its recommendations for
each statewide plan.

{3) THE AUTHORITY SHALL CONSIDER ORAL AND WRITTEN

PUBLIC COMMENTS ON THE STATEWIDE PLANS BEFORE RECOMMENDING

THEM TO THE LEGISLATURE.

NEW SECTION. Section 13. State purcnasing pool --—
reports required. (1) On or before December 15, 1994, and
December 15, 1996, the authority shall report to the
legislature on establishment of a state purchasing pool,
including the number and types of groups and group members
participating in the pool, the costs of administering the
pocl, the savings attributable to participating groups from
the operation of the pool, and any changes in legislation
considered necessatry by the authority.

{2) On or before December 15, 1996, the autheority shall
report to the legislature its recommendations concerning the

feasibility and merits of authorizing the authority to act
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as an insurer in pooling risks and providing benefits,
including a common benefits plan, to participants of the

purchasing pool.

NEW SECTION. Section 14, Study of prescription drug
cost and distributioa. The authority shall conduct a study
of the cost and distribution of prescription drugs in this
state. The study must consider the feasibility of various
methods of reducing the cost of purchasing and distributing
prescription drugs to Montana residents. The study must
include the feasibility of establishing a prescription drug
purchasiﬁg pool Eor distribution of drugs through
pharmacists in this state. The results of the study,
including the authority's recommendations for any necessary
legislation, must be reported to the legislature by December
1, 1996. If the authority determines that feasible methods
are available without need for legislation or
appropriations, the authority shall implement that part or
those parts of its recommendations.

NEW SECTION. Section 15. Long-term care study and
recoamendations. (1) The authority shall conduct a study of
the long-term care needs of state residents and report to
the public and the legislature the authority's
recommendations, including any necessary legislation, for
meeting those long-term care needs. The report must be

available to the public on or before September 1, 1996,
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after which the authority shall conduct public hearings on
its report in each region established under [section 17}.
The authority shall present its report to the legislature on
or before January 1, 1997.

(2} This section does not preclude the authority from
recommending cost-sharing arrangements for long-term care
services or from recommending that the services be phased in
over time. The authority's recommendations must support and
may not supplant informal care giving by family and friends
and must include cost containment recommendations for any
long-term care service suggested for inclusion.

{3) The authority's report must estimate costs
associated with each of the 1long-term care services
recomﬁended and may suggest independent financing mechanisms
for those services. The report must also set forth the
proiected c¢ost to Montana and its citizens over the next 20
years if there is no change in the present accessibility,
affordability, or financing of long-term care services in
this state.

{4} The authority shall consult with the department of
social and rehabilitation services in developing its

recommendations under this section.

NEW SECTION. Section 16. Study of certificate of need
process. {1} The authority shall conduct a study of the

certificate of need process established under Title 50,
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chapter 5, paft 3. The study must determine whether changes
in the certificate of need process are necessary or
desirable in 1light of the authority's recommendation for a
single payor health care system required by [section 5). The
study must include consideration of the role, effect, and
desirability of:

{a) maintaining the exemptions from the certificate of

need. process for HOSPITALS AND FOR offices of private

physicians, dentists, and other physical and mental health
care professionals; and

(b} maintaining the dellar thresholds for health care
services, eguipment, and buildings and for construction of
health care facilities.

{(2) The results of the study, including any
recommendations for legislation and changes in an agency's
policies or rules, must be reported to the legislature no
later than December 1, 1994,

NEW SECTION. Section 17. Bealth care planning regions
and regional planning boards created -- selection -——
membership. (1) There are five health care planning regions.
Subject to subsection (2), the regions must consist of the
following counties:

{a) region I: Sheridan, Daniels, Valley, Phillips,
Roosevelt, Richland, McCone, Garfield, Dawson, Prairie,

Wwibaux, Fallon, Custer, Rosebud, Treasure, Powder River, and
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Carter;

by region II: Blaine, Hill, Liberty, Toole, Glacier,
Pondera, Teton, Chouteau, and Cascade;

(c) region III: Judith Basin, Fergus., Petroleum,
Musselshell, Golden Valley, Wheatland, Sweet Grass,
Stillwater, Yellowstone, Carbon, and Big Horn;

(d} region IV: Lewis and Clark, Powell, Granite, Deer
Lodge, Silver Bow, Jefferson, Brcoadwater, Meagher, Park,
Gallatin, Madison, and Beaverhead:

{e} regicon V: Lincoln, Flathead, Sanders, Lake,
Mineral, Misscula, and Ravalli.

(2} (a) A county may, by written reaguest of the board
of county commissioners, petition the authority at any time
to be removed from a health care planning region and added
to ancther region.

{b) The authority shall grant or deny the petition
after a public hearing. The authority shall give notice as
the authority determines appropriate. The authority shall
grant the petition if it appears by a preponderance of the
evidence that the petitioning county's health care interests
are more strongly associated with the region that the county
seeks to join than with the region in which the czounty is
located. If the authority grants the petition, the county is
considered for all purposes to be part of the health care

planning region as approved by the authority.

-31- 5B 285

[N S

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

24

25

SB 0285/04

{3} Within each region, the authority shall establish
by rule a regional health care planning board. Each board
must include one member from each county within the region.
The members on each board shall represent a balance of
individuals who are health care consumers and individuals
who are recognized for their interest or expertise, or both,
in health care. Each regional board should attempt to
achieve gender balance.

{4) The authority shall, within 30 days of appcintment
of its members, pfopose by rule a praocedure for selecting
members of boards. The authority shall select the members
for each board within 180 days of- appointment of the
authority, using the selection procedure adopted by rule
under this subsection. Vacancies on a board must be filled
by using the authority's selection process.

(5) Regional board members serve 4-year terms, except
that of the board members initially selected, at least three
members serve for 2 years, at least three members serve for
3 years, and at least three members serve far 4 years, to be
determined by lot. A majority of each regional board shall
select a presiding cfficer. The presiding cofficer initially
selected must serve a 4-year term. Board members must be

compensated and reimbursed in accordance with 2-15-124,.

NEW SECTION. Section 18. Powers and duties of boards.

{1} A board shall:

-32- 5B 285



i1
12
13
14
15
16
17
18
19
20
21
22
23
24

25

SB 0285/04

(a) meet at the time and place designated by the
presiding officer, but not less than gquarterly;

{b} submit an annual budget and grant applicatiocn to
the authority at the time and in the manner directed by the
authority;

(c) adopt procedures governing its meetings and other
aspects of its day-to-day operations as the board determines
necessary;

{d) develop regional health resocurce plans in the
format determined by the authority that must address the
health care needs of the region and address the development
of health care services in underserved areas of the region
and other matters;

(e) revise the regional plan annually;

{£y hold at 1least one public hearing on the regional
plan within the region at the time and in the manner
determined by the regional board;

(g) transmit the regional plan to the authority at the
time determined by the authority;

(h) apply to the authority for grant funds far
operation of the regional board and account, in the manner
specified by the authority, for grant funds provided by the
authority; and

(i) seek from *eeai PUBLIC AND PRIVATE sogurces money Lo

supplement grant funds provided by the authority.
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{2) Regional boards may:

(a} recommend that the authority sanction voluntary
agreements between health care providers and between health
care consumers in the region that will improve the quality
of, access to, or affordability of health care but that
might constitute a viclation of antitrust laws if undertaken
without government direction;

(b) make recommendations to the authority regarding
major capital expenditures or the introduction of expensive
new technologies and medical practices that are being
proposed or considered by health care providers;

{c) undertake voluntary activities to educate
consumers, providers, and purchasers and promote voluntary,
cooperative community cost containment, access, or gquality
of care projects; and

(d) make recommendations toc the department of health
and environmental sciences or to the authority, or both,
regarding ways of improving affordability, accessibility,
and quality of health care in the region and throughout the
state.

{3) Each regional board may review and advise the
authority on regicnal technical matters relating to the
statewide plans reguired by [section 5], the common benefits
package, procedures for developing and applying practice

guidelines for use in the statewide plans, provider and
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facility contracts with the state, wutilization review
recommendations, expenditure targeta, and uniform health
care benefits and the impact of the benefits upon the

provision of guality health care within the region.

NEW SECTION. Section 19. Health care data base --
information submitted -~ enforcement. (1)} The authority
shall develcop and maintain a unified health care data base
that enables the authority., on a statewide basis, to:

(a) determine the distribution and capacity of health
care resources, including health care facilities, providers,
and health care services;

{b) identify health care needs and direct statewide and
regional health care policy to ensure high-gquality and
cost-effaective health-care;

(c) conduct evaluations of health care procedures and
health care protocoels;

(d) compare costs of commonly performed health care
procedures between providers and health care facilities
within a region and make the data readily available to the
public; and

(e) compare costs of various health care procedures in
one location of providers and health care facilities with
the costs of the same procedures in other locations of
providers and health care facilities.,

(2) The authority shall by rule require health care
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providers, health insurers, health care facilities, private
entities, and entities of state and local governments to
file with the authority the reports, data, schedules,
statistics, and other information determined by the
authority to be necessary to fulfill the purposes of the
data base provided in subsection (1). Material to be filed
with the authority may include health insurance claims and
enrollment information used by health insurers.

(3) The authority may issue subpoenas for the
production of information required under this section and
may issue subpoenas for and administer ocaths to any person.
Nonceompliance with a subpoena issued by the authority is,
upon application by the authority, punishable by a district
court as contempt pursuant to Title 3, chapter 1, part 5.

(4) 'The data base must:

(a) wuse unique patient and provider identifiers and a
uniform coding system identifying health care services; and

{b) reflect all health care utilization, costs, and
resources in the state and the health care utilization and
costs of services provided to Montana residents in another
state.

(5) Information in the data base required by law to be
kept confidential must be maintained in a manner that does
not disclose the identity of the person to whom the

information applies. INFORMATION IN THE DATA BASE NOT
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REQUIRED BY LAW TO BE KEPT CONFIDENTIAL MUST BE MADE

AVAILABLE BY THE AUTHORITY UPON REQUEST OF ANY PERSON.

{(6) The authority shall adopt by rule a confidentiality
code to ensure that information in the data base is
maintained and used according to state law governing

confidential health care information.

NEW SECTION, Section 20. Bealth insurer cost
management plans. (1) {a) Except as provided in subsection
{3), each health insurer shall:

(i) prepare a cost wmanagement plan that includes
integrated systems for health care delivery; and

(ii) file the plan with the authority no later than
January 1, 1994,

(b) The authority may use plans filed under this
section in the development of a unified health care budget.

{2) The plans required by this section must be
developed in accordance with standards and procedures
established by the authority.

(3) The provisions of this section do not apply to

dental insurance.
Section 21. section 50-1-201, MCA, is amended to read:

*50-1-201. Administration of state health plan. The

department Montana health care authority created in [section

3] is hereby-estabiished-as the sele--and--cffieial state

agency to administer the state program for comprehensive
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health planning and is-hereby-autherized-te shall prepare a
plan for comprehensive state health planning., The department
authority ¢s-autherirzed-to may confer and cooperate with any
and---ail other persons, orqanizations, or governmental
agencies that have an interest in public health problems and
needs. The department authority, while acting in this
capacity as the sole-and-official state agency to administer
and supervise the administration of the official
comprehensive state health plan, is designated and
authorized as the sele-and-effietnt state agency to accept,
receive, expend, and administer amy-and-a%i funds which--are
now--avaiiabie-or-which-may-be donated, granted, begueathed,
or appropriated to it for the preparation, and
administration, and the supervision of the preparation and
administration of the comprehensive state health plan.”

NEW SECTION. Section 22. short title. [Sections 22
through 36} may be cited as the "Small Employer Health
Insurance Availability Act®,

NEW SECTION. Section 23. Purpose. (1) [Sections 22

through 36) must be interpreted and construed to effectuate
the following express legislative purposes:

{a) to promote the availability of health insurance
coverage to small employers regardless of health status or
claims experience;

{b) toc prevent abusive rating practices;
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(c)y to require disclosure of rating practices to
purchasers;

(d) to establish rules regarding renewability of
coverage:; '

{e) to establish limitations on the use of preexisting
condition exc¢lusions;

{f) to provide for the development of basic and
standard health benefit plans to be offered to all small
employers;

{g) to provide for the establishment of a reinsurance
program; and

{h) to improve the overall fairness and efficiency of
the small employer health insurance market.

{2} [Sections 22 through 36) are not intended to
provide a comprehensive solution to the problem of

atfordability of health care or health instrance,

NEW SECTION. Section 24, vDefinitions. As used in
[sections 22 through 36], the following defiritions apply:

(1) "Actuarial certification" means a written statement
by a member of the American academy of actuaries or other
individual acceptable to the commissioner that a small
employer carrier is in compliance with the provisions of
[section 27), based upon the person's examination, including
a review of the appropriate records and of the actuarial

assumptions and methods used by the small employer carrier
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in establishing premium rates for applicable health benefit
plans.

{2} 'Affiligte" or "affiliated" means any entity or
perscn who directly or indirectly, through one or more
intermediaries, controls, is controlled by, or is under
common control with a specified entity or person.

{3) "ASSESSABLE CARRIER" MEANS ALL INDIVIDUAL CARRIERS

OF DISABILITY INSURANCE AND ALL CARRIERS OF GROUP DISABILITY

INSURANCE, EXCLUDING THE STATE GROUP BENEFITS PLAN PROVIDED

FOR IN TITLE 2, CHAPTER 18, PART 8, THE MONTANA UNIVERSITY

SYSTEM HEALTH PLAN, AND ANY SELF-FUNDED DISABILITY INSURANCE

FLAN PROQVIDED BY A POLITICAL SUBDIVISION OF TEE STATE.

+33(4) "Base premjum rate® means, for each class of
business as to a rating pericd, the lowest premium rate
charged or that could have been charged under the rating
system for that class of business by the small employer
carrier to small employers with similar case characteristics
for health benefit plans with the same or similar coverage.

t4¥(5) “Basic health benefit plan" means a lower cost
health benefit plan developed pursuant to [section 31],

£54(6) "Board" means the board of directors of the
program established pursuant to {section 30].

+63(7) "“Carrier™ means any person who provides a health
benefit plan in this state subject to state insurance

regulation. The term includes but is not limited to an
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insurance company, a fraternal benefit society, a health
service corporation, a health maintenance organization, and,
to the extent permitted by the Employee Retirement Income
Security Act of 1974, a multiple-employer welfare
arrangement. For purposes aof [sections 22 through 36],
companies that are affiliated companies or that are eligible
to file a consolidated tax return must be treated as one
carrier, except that the feollowing may be considered as
separate carriers:

fa) an insurance company or health service corporation
that is an aFfiliate of a health maintenance organization
located in this state;

(b) a health maintenance organization located in this
state that is an affiliate of an insurance company or health
service corporation; or

{c) a health maintenance organization that operates
only one health maintenance organization in an established
geographic service area of this state.

t#+{8) "“Case characteristics" means demographic or
cther objective characteristics of a small employer that are
considered by the small employer carrierc in the
determination of premium rates for the small employer,
provided that claims experience, health status, and duratioﬁ

of coverage are not case characteristics for purposes of

[sections 22 through 36],
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t8¥{9) "“"Class of business" means all or a separate
grouping of small employers established pursuant to [section
26].

93 (10} “"Committee" means the health benefit plan
committee created pursuant to [section 31}.

+363(11) "Dependent”™ means:

{a) a spouse or an unmarried child under 19 vyears of
age;

{b) an unmarried child, under 23 years cf age, who is a
full-time student and who is financially dependent on the
insured;

{c) a child of any age who is disabled and dependent
upon the parent as provided in 33-22-506 and 33-30-1003; or

(d) any other individual defined to be a dependent in
the health benefit plan covering the employee.

t33y(12) “"Eligible employee" means an employee who works
on a full-time basis and who has a normal workweek of 30
hours or more. The term includes a sole proprietor, a
partner of a partnership, and an independent contractor if
the sole proprietor, partner, or independent contractor is
included as an employee under a health benefit plan of a
small employer. The term does not include an employee who
works on a part-time, temporary, or substitute basis.

t323(13) "Established geographic service area" means a

geographic area, as approved by the commissioner and based
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on the vcarrier's certificate of authority to transact
insurance in this state, within which the carrier is
authorized to provide coverage.

ti3¥(14) "Health benefit plan” means any hospital or

medical policy or certificate PROVIDING FOR PHYSICAL AND

MENTAL. HEALTH CARE issued by an insurance company, a

fraternal benefit society, or a health service corporation
or issued under a health maintenance organization subscriber
contract. Health benefit plan does not include:

{a) accident-only, credit, dental, vision, specified
disease, medicare supplement, long-term care, or disability
income insurance;

{b) coverage issued as a supplement to liability
insurance, workers' compensation insurance, or similar
insurance; or

{c) automobile medical payment insurance.

t243(15) “Index rate" means, for each class of business
for a rating period for small employers with similar case
characteristics, the average of the applicable base premium
rate and the corresponding highest premium rate.

+*535(16) "Late enrollee” means an eligible employee or
dependent who requests enrollment in a health benefit plan
of a small employer following the initial enrollment period
during which the individual was entitled to enroll under the

terms of the health benefit plan, provided that the initial
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enrollment period was a period of at least 30 days. However,
an eligible employee or dependent may not be considered a
late enrollee ifF;:

{a) the individual meets each of the following
conditions:

(i} the individual was covered under qualifying
previous coverage at the time of the initial enrollment:

(ii) the individual 1lost coverage under qualifying
previous coverage as a result of termination of employment
or eligibility, the involuntary termination of the
qualifying previous coverage, the death of a spouse, or
divorce: and

{iii) the individual requests enrollment within 30 days
after termination of the qualifying previous coverage;

{b) the individual is employed by an employer that
offers multiple health benefit plans and the individual
elects a Qifferent plan during an open enrollment period; or

{c) a court has ordered that coverage be provided for a
spouse, minor, or dependent child under a covered employee's
health benefit plan and a request for enrellment is made
within 30 days after issuance of the court order.

+36+4(17) "New business premium rate" means, for each
class of business for a rating period, the lowest premium
rate charged or offered or that could have been charged or

offered by the small employer carrier to small employers
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with similar case characteristics for newly issued health
benefit plans with the same or similar coverage.

t3#4(18) “Plan of operation® means the operation of the
program established pursuant to [section 30}.

t38¥(19) "Premium" means all money paid by a small
employer and eligible employees as a condition of receiving
coverage from a small employer carrier, including any fees
or other contributions associated with the health benefit
plan.

+19%(20) "Program” means the Montana small employer
health reinsurance program created by {section 30].

263 (21) "Qualifying previous coverage" means benefits
or coverage provided under:

fa) medicare or medicaid;

(b) an employer-based health insurance or health
benefit arrangement that provides benefits similar to or
exceeding benefits provided under the basic health benefit
plan; or

{(c) an individual health insurance poligy, including
coverage issued by an insurance company, a fraternal benefit
society, a health service corporation, or a health
maintenance organization that provides benefits similar to
or exceeding the benefits provided under the basic health
benefit plan, previded that the policy has been in effect

for a period of at least 1 year.
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t231(22) "Rating period" means the calendar period for
which premium rates established by a small employer carrier
are assumed to be in effect,

t224(23) "Reinsuring carrier” means a small employer
carrier participating in the reinsurance program pursuant to
[section 30]).

t231(24) "Restricted network provision" means a
provision of a health benefit plan that conditions the
payment of benefits, in whole or in part, on the use of
health care providers that have entered into a contractual
arrangement with the carrier pursuant to Title 33, chapter
22, part 17, or Title 33, chapter 31, to provide health care
services to covered individuals.

{24%(25) “"Small employer” means a person, firm,
corporation, partnership, or association that is activély
engaged in business and that, on at least 50% of its working
days during the preceding calendar quarter, employed at
least 3 but not more than 25 eligible employees, the
majority of whom were employed within this state or were
residents of this state. In determining the number of

eligible employees, companies that ARE CONSIDERED ONE

EMPLOYER IF THEY:

(A) are affiliated companies er-ehat;
(B) are eligible to file a combined tax return for

purposes of state taxation; OR
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(C} @PHA? ARE MEMBERS OF AN ASSQCIATION THAT:

(I) HAS BEEN IN EXISTENCE FOR 1 YEAR PRIOR TO [THE

EFFECTIVE DATE OF SECTIONS 22 THROUGH 36]:

(II) ANB-—-THAP PROVIDES A HEALTH BENEFIT PLAN TO

EMPLOYEES OF ITS MEMBERS AS A GROUP are--considered--ene

empioyer: AND

(II1) DOES NOT DENY COVERAGE TQO ANY MEMBER OF ITS

ASSOCIATION OR ANY EMPLOYEE OF ITS MEMBERS WHO APPLIES FOR

COVERAGE A5 PART OF A GROUP.

+264(26) "Small employer carrier" means a carrier that
offers health benefit plans that cover eligible employees of
one or more small employers in this state.

+263{27) "Standard health benefit plan" means a health

benefit plan developed pursuant to [section 31].

NEW SECTION. Section 25. applicability and scope.
[Sections 22 through 35} apply to a health benefit plan
marketed through a small employer that provides coverage to
the employees of a small employer in this state if any of
the following conditions are met:

(1) & portion of the premium or benefits is paid by or
on behalf of the small employer;

{2) an eligible employee or dependent is reimbursed,
whether through wage adjustments or otherwise, by or on
behalf of the small employer for any portion of the premium;

ar

-47- SB 285

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

25

SB 0285/04

{3) the health benefit plan is treated by the employer
or any of the eligible employees or dependents as part of a
plan or program for the purposes of section 106, 12%, or 162

of the Internal Revenue Code.

NEW SECTION. Section 26. Establishment of classes of
business. (1} A small employer carrier may establish a
separate class of business only to reflect substantial
differences in expected claims experience or administrative
costs that are related to the following reasons:

{a) The small employer carrier uses more than one type
of system for the marketing and sale cof health benefit plans
to small employers.

{b} The small employer carrier has acqguired a class of
business from another small employer carrier.

(c) The small employer carrier provides coverage to one
or more association groups that meet the requirements of
33-22-501(2).

(2) A small employer carrier may establish up to nine
separate classes of business under subsection (1).

{3) The commissioner may SHALL adopt rules to provide
for a period of transition in order for a small employer
carrier to come into compliance with subsection (2) in the
case of acquisition of an additional class of business from
another small employer carrier.

(4) The commissioner may approve the establishment of
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additional classes of business upon application to the
commissioner and a finding by the commissioner that the
action woculd enhance the Ffairness and efficiency of the

small employer health insurance market,

NEW SECTION, Section 27. =Rrestrictions relating to
premium rates. (1) Premium rates for health benefit plans
under [sections 22 through 36] are subject to the following
provisions:

{a) The index rate for a rating period for any class of
business may not exceed the index rate for any other class
of business by more than 20%.

(b) For each class of businessa:

{i) the premium rates charged during a rating pericd to
small employers with similar case characteristics £for the
same oOr similar coverage or the rates that could be charged
to the employer under the rating system for that class of
business may not vary from the index rate by more than 25%
of the index rate; or

(ii) if the Montana health care authority established by
Isection 3] certifies to the commissioner that the cost
containment goal set forth in [section 7) is met on or
before January 1, 1999, the premium rates charged during a
rating period to small employers with similar case
characteristics for the same or similar c¢overage may not

vary from the index by more than 20% of the index rate.
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(c} The percentage increase in the premium rate charged
to a small employer for a new rating periocd may not exceed
the sum of the following:

(i} the percentage change in the new business premium
rate measured from the first day of the prior rating period
to the first day of the new rating periodz-#m; IN the case
of a health benefit plan into which the small employer
carrier is no longer enrolling new small employers, the
small employer carrier shall use the percentage change in
the base premium rate, provided that the change does not
exceed, on a percentage basis, the change in the new
business premium rate for the most similar health benefit
plan into which the small employer carrier is actively
enrolling new small employerss;

{il} any adjustment, not to exceed 15% annually and
adjusted pro rata for rating periods of less than 1 year,
because of the claims experience, health staz*.s, or duration
of coverage of the employees or dependents of the small
employer, as determined from the small employer carrier's
rate manual for the class of business; and

(iii) any adjustment because of a change in coverage or
a change in the case characteristics of the small employer,
as determined from the small employer carrier's rate manual

for the class of business.

(d) Adjustments in rates for claims experience, health
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status, and duration of coverage may not be charged to
individual employees or dependents. Any adjustment must be
applied uniformly to the rates charged for all employees and
dependents of the small employer,

fe}--Premium-rates-for-heatth-benefit-pians-must—-compiy
with--the-—requrrements-of-thits-secetiony—notwithstanding-any
assessments-paid--or--payable--by--amalii--empioyer--earriers
parsuant-to-f{sectien-363-

t£3(E} If a small employer carrier uses industry as a
case characteristic in establishing premium rates, the rate
factor associated with any industry classification may not
vary from the average of the rate factors associated with
all industry classifications by more than 15% of that
coverage.

t9}(F) 1In the case of health benefit plans delivered or
issued for delivery prior to January 1, 1994, a premium rate
for a rating period may exceed the ranges set forth in
subsections (l)(a) and {1){b}) until January 1, 1997. In that
case, the percentage increase in the premium rate charged to
a small employer for a new rating period may not exceed the
sum of the following:

(i) the percentage change in the new business premium
rate measured from the first day of the prior rating period
to the first day of the new rating periods-¥n; IN the case

of a health benefit plan inte which the small employer
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carrier is no longer enrolling new small employers, the
small employer carrier shall use the percentage change in
the base premium rate, provided that the change does not
exceed, on a percentage basis, the change in the new
business premium rate for the most similar health benefit
plan into which the small employer carrier is actively
enrolling new small employerss; AND

(ii) any adjustment because of a change in coverage or a
change in the case characteristics of the small employer, as
determined from the small employer carrier's rate manual for
the class of business.

th3{G) A small employer carrier shall:

(i) apply rating factors, including case
characteristics, consistently with respect to all small
employers in a class of business. Rating factors must
produce premiums for identical groups that differ only by
the amounts attributable to plan design and that do not
reflect differences because of the nature of the groups.

{ii) treat all health benefit plans issued or renewed in
the same calendar month as having the same rating period.

+iy(H) For the purposes of this subsection (1), a
health benefit plan that includes a restricted network
provision may not be considered similar coverage to a health
benefit plan that does not include a restricted network

provision.
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t3¥--Phe-——-asmati--employer-—carrier——-may~--not--use---case
characteristicar--other—--than-ager-without-prior-approvai-of
the-commissioners

tk¥(I) The commissioner mmy SHALL adopt rules to
implement the provisions of this section and to ensure that
rating practices wused by small employer carriers- are
consistent with the purposes of [sections 22 through 36],
including rules that ensure that differences in rates
charged for health benefit plans by small employer carriers
are reasonable and reflect objective differences in plan
design, not including differences because of the nature of
the groups.

(2) A small employer carrier may not transfer a small
employer involuntarily into or out of a class of business. A
small employer carrier may not offer to transfer a small
employer into or out of a class of business unless the offer
is made to transfer all small employers in the class of
business without regard to case characteristics, <claims
experience, health status, or duration of coverage since the
insurance was issued.

(1) The commissioner may suspend for a specified period
the application of subsection (1)({a) for the premium rates
applicable to one or more small employers included within a
class of business of a small employer carrier for cone or

more rating periods upen a filing by the small employer
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carrier and a finding by the commissioner either that the
suspension is reasconable in light of the financial condition
of the small employer carrier or that the suspension would
enhance the fairness and efficiency of the small employer
health insurance market.

(4) In connection with the offering for sale of any
health benefit plan to a small employer, a small employer
carrier shall make a reascnable disclosure, as part of its
solicitation and sales materials, of each of the following:

{a) the extent to which ptemium rates for a specified
small employer are established or adjusted based upon the
actual or expected variation in claims costs or upon the
actual or expected variation in health status of the
employees of small employers and the employees' dependents;

(b) the provisicns of the health benefit plan
concerning the small employer carrier's right to change
premium rates and the factors, other than claims experience,
that affect changes in premium rates;

{c) the provisions relating to renewability of policies
and contracts; and

{d) the provisions relating to any preexisting
condition.

{5) (a) EBach small employer carrier shall maintain at
its principal place of business a complete and detailed

description of its rating practices and renewal underwriting
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practices, including information and documentation that
demonstrate that its rating methods and practices are based
upcn commonly accepted actuarial assumptions and are in
accordance with sound actuarial principles.

(b) Each small employer carrier shall file with the
commissioner annually, on or before March 15, an actuarial
certification certifying that the carrier is in compliance
with [sections 22 through 36] and that the rating methods of
the small employer carrier are actuarially sound. The
actuarial certification must be in a form and manner and
must contain information as specified by the commissicner. A
copy of the actuarial certification must be retained by the
small employer carrier at its principal place of business.

{c) A small employer carrier shall make the information
and documentation described in subsection (5){(a) available
to the c¢ommissioner upon reguest. Except in cases of
violations of the provisions of [sections 22 through 36) and
except as agreed to by the small employer carrier or as
ordered by a court of competent jurisdiction, the
information must be considered proprietary and trade secret
information and is not subject to disclosure by the

commissioner to persons outside of the department.

NEW SECTION. Section 28. Renewability of coverage. (1)
A health benefit plan subject to the provisions of [sections

22 through 36] is renewable with respect to all eligible
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employees or their dependents, at the option of the small
employer, except in any of the following cases:

{a}) nonpayment of the required premium;

{b} fraud or misrepresentation of the small employer or
with respect to coverage of individual insureds or their

representatives;

(c) noncompliance with the carrier's minimum
participation requirements;
(d)} noncompliance with the carrier's employer

contribution reguirements;

(e) repeated misuse of a restricted network provision;

{f) election by the small employer carrier to not renew
all of its health benefit plans delivered or issued for
delivery to small employers in this state, in which case the
small employer carrier shall:

(i) provide advance notice of this decision under this
subsection {1)(f) to the commissioner in each state in which
it is licensed; and

(ii) at least 180 days prior to the nonrenewal of any
health benefit plans by the carrier, provide notice of the
decision not to renew coverage to all affected small
employers and to the commissioner in each state in which an
affected insured individual is known to reside., Notice to
the commissioner under this subsection (1)(f) must be

provided at least 3 working days prior to the notice to the
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affected small employers.

{g) the commissioner finds that the continuation of the
coverage would:

(i) not be in the best interests of the policyholders
or certificate holders; or

{ii) impair the carrier's ability to meet its
contractual obligations.

(2 1If the commissioner makes a finding under
subsection (1)(g), the commissioner shall assist affected
small employers in finding replacement coverage.

(3) A small employer carrier that elects not to renew a
health benefit plan under subsection (1)(f) is prohibited
from writing new Susiness in the small employer market in
this state £Eor a period of 5 years from the date of notice
to the commissioner.

(4) In the case of a small employer carrier doing
business in one established geographic service area of the
state, the rules set forth in this section apply only to the
carrier's operations in that service area.

NEW SECTION. Section 29. Availability of coverage -—-
required plans. (1) {(a) As a condition of transacting
business in this state with small employers, each small
employer carrier shall offer to small employers at least two
health benefit plans. One plan must be a basic health

benefit plan, and cne plan must be a standard health benefit
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plan.

{by (i) A small employer carrier shall issue a basic
health benefit plan or a standard health benefit plan to any
eligible small employer that applies for either plan and
agrees to make the required premium payments and to satisfy
the other reascnable provisions of the health benefit plan
not inconsistent with [sections 22 through 361.

(ii) In the case of a small employer carrier that
establishes more than one class of business pursuant to
[section 26], the small employer carrier shall maintain and
offer to eligible small employers at least one basic health
benefit plan and at least one standard health benefit plan
in each established class of business. A small employer
carrier may apply reascnable criteria in determining whether
to accept a small employer into a class of business,
provided that:

{A) the criteria are not intended to discourage or
prevent acceptance of small employers applying for a basic
or standard health benefit plan;

{B) the criteria are not related to the health status
or claims experience of the small employers' employees;

(C) the criteria are applied consistently to all small
employers that apply for coverage in that class of business;

and

{D) the small employer carrier provides for the
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acceptance of all eligible small employers into one or more
classes of business.

(iii) The provisicons of subsection (1){b)(ii) may not be
applied to a class of business into which the small employer
carrier is no longer enrolling new small businesses.

{c) The provisions of this section are effective 180
days after the commissicner‘'s approval of the basic health
benefit plan and the standard health benefit plan developed
pursuant to {section 31], provided that if the program
created pursuant to [section 30] is not yet operative on
that date, the provisions of this section are effective on
the date that the program begins operation.

{2} (a) A small employer carrier shall, pursuant to
33-1-501, file the basic health benefit plans and the
standard health benefit plans to be used by the small
employer carrier.

(b) The commissioner may at any time, after providing
notice and an opportunity faor a hearing to the small
employer carrier, disapprove the continued use by a smail
employer carrier of a basic or standard health benefit plan
on the grounds that the plan does not meet the requirements
of [sections 22 through 36].

{3) Health benefit plans covering small employers must
comply with the following provisions:

{a) A health benefit plan may not, because of a
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preexisting condition, deny, exclude, or limit benefits for
a covered individual for losses incurred more than 12 months
following the effective date of the individual's coverage. A
health benefit plan may not define a preexisting condition
more restrictively than 33-22-216, except that the condition
may be excluded for a maximum of 12 months.

tb) A health benefit plan must waive any time period
applicable to a preexisting condition exclusion or
limitation period with respect to particular services for
the period of time an individual was previously covered by
qualifying previous coverage that provided benefits with
respect to those services if the qualifying previous
coverage was continuous to a date not less than 30 days
pricr to the submission of an application for new coverage.
This subsection (3)(b) does not preclude application of any
waiting period applicable to all new enrollees under the
health benefit plan.

{c) A health benefit plan may exclude coverage for late
enrollees for 18 months or for an l8-month preexisting
condition exclusion, provided that if both a period af
exclusion from coverage and a preexisting condition
exclusion are applicable to a late enrollee, the combined
period may not exceed 18 months from the date the individual
enrolls for coverage under the health benefit plan.

(d) (i} Requirements used by a small employer carrier
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in determining whether to provide coverage to a small
employer, including requirements for minimum participation
of eligible employees and minimum employer contributions,
must be applied wuniformly among all small employers that
have the same number of eligible employees and that apply
tor coverage or receive coverage from the small employer
carrier.

{ii) A small employer carrier may vary the application
of minimum participation requirements and minimum employer
contribution requirements only by the size of the small
employer group.

{e} (i) If a small employer carrier cffers coverage to
a small employer, the small employer carrier shall offer
coverage to all of the eligible employees of a small
employer and their dependents. A small employer carrier may
not offer coverage only to certain individuals in a small
employer group or only to part of the group, except in the
case of late enrollees as provided in subsection {3){c).

{ii) A small employer carrier may not modify a basic or
standard health benefit plan with respect to a small
employer or any eligible employee or dependent, through
riders, endorsements, or otherwise, to restrict or exclude
coverage for certain diseases or medical conditions
otherwise covered by the health benefit plan.

(4) (a) A small employer carrier may not be required to
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cffer coverage or accept applications pursuant to subsection
(1) in the case of the following:

(i) to a small employer when the small employer is not
physically located in the carrier's established geographic
service area;

(ii) to an employee when the employee does not work or
reside within the carrier's established geographic service
area; or

(iii) within an area where the small employer carrier
reasonably anticipates and demonstrates to the satisfaction
of the commissioner that it will not have the capacity
within its established geographic serviee area to deliver
service adequately to the members of a group because of its
obligations to existing group policyholders and enrollees,

{b) A small employer carrier may not be required to
provide coverage to small employers pursuant to subsection
(1) for any pericd of time for which the commissioner
determines that reguiring the acceptance of small employers
in accordance with the provisions of subsection (1) woufd

place the small employer carrier in a financially impaired

condition.

NEW SECTION. Section 30. small employer carrier
reinsurance program ~-- board membership -- plan of operation
—-—- criteria -- exemption from tLtaxation. (1) There is a

nonprofit entity to be known as the Montana small employer
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health reinsurance program.

{2) (a) The program must operate subject to the
supervision and control of the board. The board consists of
nine menbers appointed by the commissioner plus the
commissioner or the commissioner's designated
representative, who shall serve as an ex officio member of
the board.

{b) (i) In selecting the members of the becard, the
commissicner shall include representatives of small
employers, small employer carrjers, and other qualified
individuals, as detecmined by the commissioner. At least six
of the members of the board must be representatives of small
employer carriers, one from each of the five small employer
carriers with the highest annual premium volume derived from
health benefit plans issued to small employers in Montana in
the previous calendar year and one from the remaining small
employer carriers. One member of the board must be a person
licensed, certified, or otherwise authorized by the laws of
Montana to provide health care in the ordinary course of
business or in the practice of a profession. One member of
the board must be a small employer who is not active in the
health care or insurance fields. One member of the board
must be a representative of the general public who is
employed by a small employer and is not employed in the

health care or insurance fjields,.
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(ii) The 1initial board members' terms are as focllows:
one-third of the members shall serve a term of 1 vyear;
one-third of the members shall serve a term of 2 years; and
one-third of the members shall serve a term of 3 vyears.
Subsequent board members shall serve for a term of 3 years.
A board member's term continues until that member's
successor is appointed.

(iii) A wvacancy on the board must be filled by the
commigsioner. The commissioner may remove a board member for
cause.

{3) Within [60 days of the effective date of this

section] AND ON OR BEFORE MARCH 1 OF EACH YEAR AFTER THAT

DATE, each smati-empioyer ASSESSABLE carrier shall file with
the commissioner the carrier‘'s net health insurance premium
derived from health benefit plans issued te-smaiti-empioyers
in this state in the previous calendar year,

(4) Within 180 days after the appointment of the
initial board, the board shall submit to the commissioner a
plan of operation and may at any time submit amendments to
the plan necessary or suitable to ensure the fair,
reasonable, and equitable administration of the program, The
commissioner may, after notice and hearing, approve the plan
of operation if the commissioner determines it to be
suitable to ensure the fair, reasonable, and equitable

administration of the program and if the plan of operation
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provides Eor the sharing of program gains or losses on an
equitable and proportionate basis in accordance with the
provisions of this section. The plan of operation is
effective upon written approval by the commissioner.

(5) 1f the board fails to submit a suitable plan of
operation within 180 days after its appointment, the
commissioner shall, after notice and hearing, promulgate and
adopt a temporary plan of operation. The commissioner shall
amend or rescind any temporary plan adopted under this
subsection at the time a plan of cperation is submitted by
the board and approved by the commissioner.

{6} 'The plan of operation must:

{a) establish procedures for the handling and
accounting of program assets and money and for an annual
fiscal reporting to the commissioner;

(b} establish procedures for selecting an administering
carrier and setting forth the powers and duties of the
administering carrier;

(c) establish procedures for reinsuring risks in
accordance with the provisions of this section;

{d}y establish procedures for collecting assessments
from reinsuring ASSESSABLE carriers to fund claims and
administrative-expenses incurred or-estimated-to-be-incarred
by the program; and

{E) ESTABLISH PROCEDURES FOR ALLOCATING A PORTION OF
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PREMIUMS COLLECTED FROM REINSURING CARRIERS TO FUND

ADMINISTRATIVE EXPENSES INCURRED OR TO BE TNCURRED BY THE

PROGRAM; AND

tey{F) provide for any additional matters necessary for
the implementation and administration of the program.

(7) The program muse-—-have HAS the general powers and
authority granted under the laws of this state to insurance
companies and health maintenance organizations licensed to
transact business, except the power to issue health benefit
plans directly to either groups or individuals. In addition,
the program must-have-the-specific-anthority-to MAY:

{a) enter into contracts as are necessary or proper to
carry out the provisions and purposes of [sections 22
through 36], including the authority, with the approval of
the commissioner, to enter into contracts with similar
programs of other states for the joint performance of common
functions or with persons or other organizations for the
performance of administrative functions;

{b} sue or be sued, including taking any legal actions
necessary OI proper to recover any assessmemts PREMIUMS and
penalties for, on behalf of, or against the program or any
reinsuring carriers;

(c) take any legal action necessary to aveoid the
payment of improper claims against the program;

{d) define the health benefit plans for which
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reinsurance will be provided and +to issue reinsurance
policies in accordance with the reguirements of [sections 22
through 361];

{e) establish enteary conditionsy and procedures Eor
reinsuring risks under the program;

(f) establish actuarial functions as appropriate for
the operation of the program;

{g} appcint appropriate 1legal, actuarial, and other
committees as necessary to previde technical assistance in
operation of the program, policy and other contract design,
and any other function within the authority of the program;
and

(H)y TO THE EXTENT PERMITTED BY FEDERAL LAW AND 1IN

ACCORDANCE WITH SUBSECTION ({113)(C), MAKE ANNUAL FISCAL

YEAREND ASSESSMENTS AGAINST ASSESSABLE CARRIERS AND MAKE

INTERIM ASSESSMENTS TO FUND CLAIMS INCURRED BY THE PROGRAM;

AND

thy(I) borrow money to effect the purposes of the
program. Any notes or other evidence of indebtedness of the
pregram not in default are legal investments for carriers
and may be carried as admitted assets.

(8) A reinsuring carrier may reinsure with the program
as provided for in this subsection (B):

{a) With respect to a basic health benefit plan or a

standard health benefit plan, the program shall reinsure the
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level of coverage provided and, with respect to other plans,
the program shall reinsure up to the 1level of coverage
provided in a basic or standard health benefit plan.

(b) A small employer carrier may reinsure an entire
employer group within 60 days of the commencement of the
group's coverage under a health benefit plan.

(c) A reinsuring carrier may reinsure an eligible
employee o©r dependent within a period of 60 days following
the commencement of coverage with the small employer. A
newly eligible employee or dependent of the reinsured small
employer may be reinsured within 60 days of the commencement
of coverage.

{d} (i) The program may not reimburse a reinsuring
carrier with respect to the claims of a reinsured employee
or dependent until the carrier has incurred an initial level
of claims for the employee or dependent of $5,000 in a
calendar year for benefits covered by the program. In
addition, the reinsuring carrier is responsible for 20% of
the next $100,000 of benefit payments during a calendar year
and the program shall reinsure the remainder. A reinsuring
carrier's liability under this subsection (d4)(i) may not
exceed a maximum limit of §25,000 in any calendar year with
respect to any reinsured individual.

{ii) The board annually shall adjust the initial level

of claims and maximum limit to be retained by the carrier to
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reflect increases in costs and utilization within the
standard market for health benefit plans within the state,
The adjustment may not be less than the annual change in the
medical component of the consumer price index for all urban
consumers of the United States department of labor, bureau
of labor statistics, unless the board proposes and the
commissioner approves a lower adjustment factor.

{e) A small employer carrier may terminate reinsurance
with the program for one or more of the reinsured employees
or dependents of a small employer on any anniversary of the
health benefit plan.

(£) A small employer group business HEALTH BENEFIT PLAN

in effect before January 1, 1994, may not be reinsured by

.the program until January 1, 1997, and then only if the

board determines that sufficient funding sources are
available.

{g) A reinsuring carrier shall apply all managed care
and claims-handling techniques, including utilization
review, individual case management, preferred provider
provisions, and other managed care provisions or methods of
operation consistently with respect to rceinsured and
nonreinsured business.

(9) (a) As part of the plan of operation, the board
shall establish a methodology for determining premium rates

to be charged by the program for reinsuring small employers
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and individuals pursuant to this section, The methodology
must include a system for classification of small employers
that reflects the types of case characteristics commonly
used by small employer carriers in the state. The
methodology must provide for the development of base
reinsurance premium rates that must be multiplied by the
factors set forth in subsection ({9)(b) to determine the
premium rates for the program. The base reinsurance premium
rates must be established by the board, subject to the
approval of the commissioner, and muyst be set at levels that
reasonably approximate gross premiums charged to small
employers by small employer carriers for health benefit
plans with benefits similar to tpe standard health benefit
plan, adjusted to reflect retention levels reguired under
[sections 22 through 36].

{(b) Premiums for the program are as follows:

(i) An entire small employer group may be reinsured for
a rate that is one and one-half times the base reinsurance
premium rate for the group established pursuant to this
subsection (9).

{ii) An eligible employee or dependent may be reinsured
for a rate that is five times the base reinsurance premium
rate for the individual established pursuant to this

subgection (9).

{c) The board pericdically shall review the methodology
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established under subsection (9)}(a), including the system of
classification and any rating factors, to ensure that it
reasonably reflects the claims experience of the program.
The board may propose changes to the methodology that are
subject to the approval cof the commissioner.

(d) The beard may consider adjustments to the premium
rates charged by the program to reflect the use of effective
cost containment and managed care arrangements.

{10) 1f a health benefit plan for a small employer is
entirely or partially reinsured with the program, the
premium charged to the small employer for any rating period
for the coverage issued must meet the reqguirements relating
to premium rates set forth in (section 27].

(11) (a) Prior to March 1 of each year, the board shall
determine and report to the commissioner the program net
loss for the previous calendar year, including
administrative expenses and incurred losses for the vyear,
taking into account investment income and other appropriate
gains and losses.

(b) A-net-toss-for-the-year-must-be-reitmbursed-—-by——the
commissioner—-from--funds-apecificatiy-appropriated-for-that

parposes TQO THE EXTENT PERMITTED BY FEDERAL LAW, EACH

ASSESSABLE CARRIER SHALL SHARE 1IN ANY NET LOSS OF THE

PROGRAM FOR THE YEAR IN AN AMOUNT EQUAL TO THE RATIO OF THE

TOTAL PREMIUMS EARNED IN THE PREVIOUS CALENDAR YEAR FROM
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BEALTH BENEFIT PLANS DELIVERED OR ISSUED FOR DELIVERY BY

EACH ASSESSABLE CARRIER DIVIDED BY THE TOTAL PREMIUMS EARNED

IN THE PREVIOUS CALENDAR YEAR FROM HEALTH BENEFIT PLANS

DELIVERED OR ISSUED FOR DELIVERY BY ALL ASSESSABLE CARRIERS

IN THE STATE.

(C} THE BOARD SHALL MAKE AN ANRUAL DETERMINATION IN

ACCORDANCE WITH THIS SECTION OF EACH ASSESSABLE CARRIER'S

LIABILITY FOR 1TS SHARE OF THE NET LOSS OF THE PROGRAM AND,

EXCEPT AS QTHERWISE PROVIDED BY THIS SECTION, MAKE AN ANNUAL

FISCAL, YEAREND ASSESSMENT AGAINST EACH ASSESSABLE CARRIER TO

THE EXTENT OF THAT LIABILITY. IF APPROVED BY THE

COMMISSIONER, THE BOARD MAY ALSO MAKE INTERIM ASSESSMENTS

AGAINST ASSESSABLE CARRIERS TO FUND CLAIMS INCURRED BY THE

PROGRAM. ANY INTERIM ASSESSMENT MUST BE CREDITED AGAINST THE

AMOUNT OF ANY FISCAL YEARREND ASSESSMENT DUE OR TO BE DUE

FROM AN ASSESSABLE CARRIER. PAYMENT OF A FISCAL YEAREND OR

INTERIM ASSESSMENT IS DUE WITHIN 30 DAYS QOF RECEIPT BY THE

ASSESSABLE CARRIER OF WRITTEN NOTICE OF THE ASSESSMENT. AN

ASSESSABLE CARRIFR THAT CEASES DOING BUSINESS WITHIN THE

STATE IS5 LIABLE FOR ASSESSMENTS UNTIL THE END OF THE

CALENDAR YEAR IN WHICH THE ASSESSABLE CARRIER CEASED DOING

BUSINESS. THE BOARD MAY DETERMINE NOT TO ASSESS AN

ASSESSABLE CARRIER IF THE ASSESSABLE CARRIER'S LIABILITY

DETERMINED IN ACCORDANCE WITH THIS SECTION DOES NOT EXCEED
$lo.
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{12) The participation in the program as reinsuring
carriers; the establishment of rates, forms, or procedures;
or any other joint collective action reguired by [sections
22 through 36) may not be the basis of any legal action,
criminal or civil liability, or penalty against the program
or any of its reinsuring carriers, either jointly or
separately.

{13) The board, as part of the plan of operation, shall
develop standards setting forth the minimum levels of
compensation to be paid to producers for the sale of basic
and standard health benefit plans. In establishing the
standards, the board shall take into consideration the need
ta ensure the broad availability of coverages, the
objectives of the program, the time and effort expended in
placing the coverage, the need to provide ongoing service to
small employers, the levels of compensation currently used
in the industry, and the overall costs of coverage to small
employers selecting these plans.

{14) The program is exempt from taxation.

(15) ON OR BEFQRE MARCH 1 OF EACH YEAR, THE COMMISSIONER

SHALL EVALUATE THE OPERATION OF THE PROGRAM AND REPORT TO

THE GOVERNOR AND THE LEGISLATURE IN WRITING THE RESULTS OF

THE EVALUATIQN. THE REPORT MUST INCLUDE AN ESTIMATE OF

FUTURE COSTS OF THE PROGRAM, ASSESSMENTS NECESSARY TO PAY

THOSE COSTS, THE APPROPRIATENESS OF PREMIUMS CHARGED BY THE
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PROGRAM, THE LEVEL OF INSURANCE RETENTION UNDER THE PROGRAM,

THE COST OF COVERAGE OF SMALL EMPLOYERS, AND ANY

RECOMMENDATICNS FOR CHANGE TQO THE PLAN OF OPERATION.

NEW SECTION. Section 31. Health benefit plan committee
~— recosmendations. (1) The c¢ommissioner shall appoint a
health benefit plan committee. The comﬁittee is composed of
representacives-of-carriersy-smaii-empltoyers-and--empicyeesy

heatth-care-providersy-and-produceras: THE FOLLOWING MEMBERS:

(A} ONE HEALTH CARE PROVIDER;

{B) GONE REPRESENTATIVE OF THE HEALTH INSURANCE

INDUSTRY;

{C) ONE EMPLOYEE OF A SMALL EMPLOYER;

(D) ONE MEMBER OF A LABOR UNION; AND

({E) ONE REPRESENTATIVE OF THE GENERAL PUBLIC WHO MAY

NOT REPRESENT THE PERSONS OR GROUPS LISTED IN SUBSECTIONS

{1)(A) PHROUGH (1){(D).

(2) The committee shall, AFTER HOLDING A PUBL1IC

HEARING, recommend the form and level of coverages to be
made by small employer carriers pursuant to [section 29].
({3} (a) The committee shall recommend benefit levels,
cost-sharing levels, exclusions, and limitations for the
basic health benefit plan and the standard health benefit
plan. The committee shall deaign a basic health benefit plan
and a standard health benefit plan that contain benefit and

cost-sharing levels that are consistent with the basic
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method of operation and the benefit plans of health
maintenance organizations, including any restrictions
imposed by federal law.

(b) The plans recommended by the committee must include
cost containment features, such as:

(i) wutilization review of heaith care services,
including review of the medical necessity of hospital and
physician services;

(ii) case management;

{iii) selective contracting with hospitals, physicians,
and other health care providers;

{iv) reasonable benefit differentials applicable to
providers that participate or do not participate in
arrangements using restricted network provisions:; and

{v) other managed care provisions.

{c) The committee shall submit the health benefit plans
described in subsections (3)(a) and (3)(b) to the
commissioner for---approvat within 180 days after the

appointment of the committee. THE COMMISSIONER SEALL ADOPT

AS A RULE PURSUANT TO TITLE 2, CHAPTER 4, PART 3, THE HEALTH

BENEFIT PLANS REQUIRED BY [SECTION 29(1)] T0 BE OFFERED IN

TH1S STATE.

NEW SECTION. Section 32. Periodic market evaluation —-—
report. The board, in consultation with members of the

committee, shall study and report at least every 3 years to
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the commissioner on the effectiveness of {sections 22
through 36]. The report must analyze the effectiveness of
[sections 22 through 36} in promoting rate stability,
product availability, and coverage affordability. The report
may contain recommendations for actions to improve the
overall effectiveness, efficiency, and fairness of the small
employer health insurance markets, The repart must address
whether carriers and producers are fairly and actively
marketing or issuing health benefit plans to small employers
in fulfillment of the purposes of [sections 22 through 36].
The report may contain recommendations for market conduct or

other regulatory standards or action.
NEW SECTION. Section 33. Waiver of certain laws. A law
that reqguires the inclusion of a specific category of

licensed health care practitioner-does PRACTITIONERS AND A

LAW THAT REQUIRES THE COVERAGE OF A HEALTH CARE SERVICE OR

BENEFIT DO not apply to a basic health benefit plan
delivered or issued for delivery to small employers in this

state pursuant to [sections 22 through 36] BUT DQ APPLY TO A

STANDARD HEALTH BENEFIT PLAN DELIVERED OR ISSUED FOR

DELIVERY TO SMALL EMPLOYERS IN THIS STATE PURSUANT TO

[SECTIONS 22 THROUGH 36].

NEW SECTION. Section 34. Administrative procedure. The
commissioner shall adopt rules in accordance with the

Montana Administrative Procedure Act to implement and
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administer [sections 22 through 36],

NEW SECTION. Section 35. standards to ensure fair
marketing. (1) Each small employer carrier shall actively
market health benefit plan coverage, including the basic and
standard health benefit plans, to eligible small employers
in the state. If a small employer carrier denies coverage
other than the basic or standard health benefit plans to a
small employer on the basis of claims experience of the
small employer or the health status or claims experience of
its employees or dependents, the small employer carrier
shall offer the small employer the opportunity to purchase a
basic health benefit plan or a standard health benefit plan.

{2) {(a) Except as provided in subsection (2)(b), a
small employer carrier or producer may not directly or
indirectly engage in the following activities:

(i) encouraging or directing small employers to refrain
from filing an application for coverage with the small
employer carrier because of the health status of the
employer's employees or the claims experience, industry,
occupation, or geographic location of the small employer;

(ii) encouraging or directing small employers to seek
coverage from another carrier because of the health status
of the employer's employees or the claims experience,
industry, occcupation, or geographic location of the small

employer.
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{b) The provisions of subsection (2}(a) do not apply
with respect to information provided by a small employer
carrier or producer- to a small employer regarding the
established geographic service area or a restricted network
provision of a small employer carrier,

(3) (a) Except as provided in subsection (3)(b), a
small employer carrier may not, directly or indirectly,
enter 1into any contract, agreement, or arrangement with a
producer that prowvides for or results in the compensation
paid to a producer for the sale of a health benefit plan to
be varied because of the health status of the employer's
employees or the claims experience, industry, occupation, or
geagraphic location of the small employer.

{b) Subsection (3)(a) does not apply with respect to a
compensation arrangement that provides compensation to a
producer on the basis of the percentage of a premium,
provided that the percentage may not vary because of the
health status of the enmployer's employees or the claims
experience, industry, occupation, or geographic area of the
small employer.

(4) A small employer carrier shall provide reasonable
compensation, as provided under the plan of operation of the
program, to a producer, if any, for the sale of a basic or
standard health benefit plan.

{5) A small employer carrier may not terminate, fail to
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renew, or limit its contract or agreement of representation
with a producer for any reason related to the health status
of the employer's employees or the claims experience,
industry, occupation, or geographic location of the small
employers placed by the producer with the small employer
carrier.

{6) A small employer carrier or producer may not induce
or otherwise encourage a small employer to separate or
otherwise exclude an employee from health coverage or&
benefits provided in connection with the employee's
employment .

{7) Denial by a small employer carrier of an
application for coverage from a small employer must be in
writing and must state the reason Or reasons for the denial.

{8) The commissioner may adopt rules setting Eorth
additional standards to provide for the fair marketing and
broad availability of health benefit plans to small
employers in this state.

(9) (a) A violation of this section by a small employer
carrier or a producer is an unfair trade practice under
33-18-102.

(b} If a small employer carrier enters into a contract,
agreement, or oOther arrangement with an administrator who
holds a certificate of registration pursuant to 33-17-603 to

provide administrative, marketing, or other services related
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te the offering of health benefit plans to small employers
in this state, the administrator is subject to this section
as if the administrator were a small employer carrier,

NEW SECTION. Section 36. Restoration of terminated
coverage. The commissioner may promulgate rules to require
small employer carriers, as a condition of transacting
business with small employers in this state after {the
effective date of this section], to reissue a health benefit
plan to any small employer whose health benefit plan has
been terminated or not renewed by the carrier after [6
months prior to the effective date of this section]. The
commissioner may prescribe the terms for the reissuance of
coverage that the commissioner £finds are reasonable and
necessary to provide continuity of coverage to small

employers.

NEw SEcTIioN. SECTION 37. FINDING AND PURPOSE. THE

LEGISLATURE FINDS THAT THE GOALS OF CONTROLLING HEALTH CARE

COSTS AND INPROVING THE QUALITY QF AND ACCESS TO HEALTH CARE

WILL BE BIGNIFICANTLY ENHANCED IN SOME CASES BY COOPERATIVE

AGREEMENTS AMONG HEALTH CARE FACILITIES. THE PURPOSE OF

{SECTIONS 37 THROUGH 44) IS TO PROVIDE THE STATE, THROUGH

THE AUTHORITY, WITH DIRECT SUPERVISION AND CONTROL OVER THE

IMPLEMENTATION OF COOPERATIVE AGREEMENTS AMONG HEALTH CARE

FACILITIES FOR WHICH CERTIFICATES OF PUBLIC ADVANTAGE ARE

GRANTED. IT Is THE INTENT OF THE LEGISLATURE THAT
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SUPERVISTON AND CONTROL OVER THE IMPLEMENTATION OF THESE

AGREEMENTS SUBSTITUTE STATE REGULATION OF FACILITIES FOR

COMPETITION BETWEEN FACILITIES AND THAT THIS REGULATION HAVE

THE EFFECT OF GRANTING THE PARTIES TO THE AGREEMENTS STATE

ACTION IMMUNITY FOR ACTIORS THAT MIGHT OTHERWISE BE

CONSIDERED TO BE IN VIOLATION OF STATE OR FEPERAL, OR BOTH.,

ANTITRUST LAWS.

NEW SEcTIion. SECTION 38. COOPERATIVE AGREEMENTS

ALLOWED. A BEALTH CARE FACILITY MAY ENTER INTO A COOPERATIVE

AGREEMENT WITH ONE OR MORE HEALTH CARE FACILITIES.

NEW SECTION. SECTION 39. CERTIFICATE OF PUBLIC

ADVANTAGE -- STANDARDS FOR CERTIFICATION -— TIME FOR ACTION

BY AUTHORITY. (1) PARTIES TO A COOPERATIVE AGREEMENT MAY

APPLY TO THE AUTHORITY FOR A CERTIFICATE OF PUBLIC

ADVANTAGE. THE APPLICATION FOR A CERTIFICATE MUST INCLUDE A

COPY OF THE PROPOSED OR EXECUTED AGREEMENT, A DESCRIPTION OF

THE SCOPE OF THE COOPERATION CONTEMPLATED BY THE AGREEMENT,

AND THE AMOUNT, NATURE, SOURCE, AND RECIPIENT OF ANY

CONSIDERATION PASSING TO ANY PERSON UNDER THE TERMS OF THE

AGREEMENT.

{2) THE AUTHORITY SHALL HOLD A PUBLIC HEARING ON THE

APPLICATION FOR A CERTIFICATE BEFORE ACTING UPON THE

APPLICATION. THE AUTHORITY MAY KNOT ISSUE A CERTIFICATE

UNLESS THE AUTHORITY FINDS THAT THE AGREEMEKT 15 LIKELY TO

RESULT TN LOWER HEALTH CARE COSTS OR IN GREATER ACCESS TC OR
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QUALITY OF HEALTH CARE THAN WOULD OCCUR WITHOUT THE

AGREEMENT, IF THE AUTHORITY DENIES AN APPLICATION FOR A

CERTIFICATE FOR AN EXECUTED AGREEMENT, THE AGREEMENT IS VOID

UPON THE DECISION OF THE AUTHORITY NOT TO ISSUE THE

CERTIFICATE, PARTIES TO A VOID AGREEMENT MAY NOT IMPLEMENT

OR CARRY OUT THE AGREEMENT.

{3) THE AUTHORITY SHALL DENY THE APPLICATION FOR A

CERTIFICATE OR ISSUE A CERTIFICATE WITHIN 90 DAYS OF RECEIPT

OF A COMPLETED APPLICATION.

BPEW SECTION, SECTION 40. RECONSIDERATION BY AUTHORITY.

(1) IFf THE AUTHORITY DENIES AN APPLICATION AND REFUSES TO

ISSUE A CERTIFICATE, A PARTY TO THE AGREEMENT MAY REQUEST

THAT THE AUTHORITY RECONSIDER ITS DECISION. THE AUTHORITY

SHALL RECONSIDER ITS DECISION IF THE PARTY APPLYING FOR

RECONSIDERATION SUBMITS THE REQUEST TO THE AUTHORITY IN

WRITING WITHIN 30 CALENDAR DAYS OF THE AUTHORITY'S DECISION

TO DENY THE INITIAL APPLICATION.

{2) THE AUTHORITY SHALL HOLD A PUBLIC HEARING ON THE

APPLICATION FOR RECONSIDERATION. THE HEARING MUST BE HELD

WITHIN 30 DAYS OF RECEIPT OF THE REQUEST FOR RECONSIDERATION

UNLESS THE PARTY APPLYING FOR RECONSIDERATION AGREES TO A

HEARING AT A LATER TIME. THE HEARING MUST BE HELD PURSUANT

TO 2-4-604.

{3) THE AUTHORITY SHALL MAKE A DECISION TO DENY THE

APPLICATION OR TO ISSUE THE CERTIFICATE WITHIN 30 DAYS OF
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THE CONCLUSTON OF THE HEARING REQUIRED BY SUBSECTION {2).

THE DECISION OF THE AUTHORITY MUST BE PART OF WRITTEN

FINDINGS OF FACT AND CONCLUSIONS OF LAW SUPPORTING THE

DECISION. THE FTNDINGS, CONCLUSIONS, AND DECISION MUST BE

SERVED UPON THE APPLICANT FOR RECONSIDERATION.

NEW SECTION. SECTION 41. REVOCATION OF CERTIFICATE BY

AUTHORITY. (1) THE AUTHORITY SHALL REVOKE A CERTIFICATE

PREVIQUSLY GRANTED BY IT IF THE AUTHORITY DETERMINES TEAT

THE COOPERATIVE AGREEMENT IS NOT RESULTING IN LOWER HEALTH

CARE CO0OSTS OR GREATER ACCESS TO OR QUALITY OF HEALTH CARE

THAN WOULD OCCUR IN ABSENCE OF THE AGREEMENT,

{2} A CERTIFICATE MAY NOT BE REVOKED BY THE AUTHORITY

WITHOUT GIVING NOTICE AND AN OPPORTUNITY FOR A HEARING

BEFORE THE AUTHORITY AS FOLLOWS:

(A) WRITTEN NOTICE OF THE PROPOSED REVOCATION MUST BE

GIVEN TO THE PARTIES TO THE AGREEMENT FOR WHICH THE

CERTIFICATE WAS ISSUED AT LEAST 120 DAYS BEFORE THE

EFFECTIVE DATE OF THE PROPOSED REVOCATION.

(B) A HEARING MUST BE PROVIDED PRIOR TO REVOCATION IF A

PARTY TO THE AGREEMENT SUBMITS A WRITTEN REQUEST FOR A

HEARING TO THE AUTHORITY WITHIN 30 CALENDAR DAYS AFTER

NOTICE IS MAILED TO THE PARTY UNDER SUBSECTION (2){A).

{C) WITHIN 30 CALENDAR DAYS OF RECEIPT OF THE REQUEST

FOR A HEARING, THE AUTHORITY SHALL HOLD A PUBLIC HEARING TO

DETERMINE WHETHER OR NOT TO REVOKE THE CERTIFICATE. THE
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HEARING MUST BE HELD IN ACCORDANCE WITH 2-4-604.

(3) THE AUTHORITY SHALL MAKE ITS FINAL DECISION AND

SERVE _THE PARTIES WITH WRITTEN FINDINGS OF FACT AND

CONCLUSICNS OF LAW IN SUPPORT OF ITS DECISION WITHIN 30 DAYS

AFTER THE CONCLUSION OF THE HEARING OR, IF NO HEARING IS

REQUESTED, WITHIN 30 DAYS OF THE DATE OF EXPIRATION OF THE

TIME TO REQUEST A HEARING.

{4) IF A CERTIFICATE OF PUBLIC ADVANTAGE IS REVOKED BY

THE AUTHORITY, THE AGREEMENT FOR WHICH THE CERTIFICATE WAS

ISSUED IS TERMINATED.

NEw secrion. SECTION 42. appPEAL. A  PARTY TO A

COOPERATIVE AGREEMENT MAY APPEAL, IN THE MANNER PROVIDED 1IN

TITLE 2, CHAPTER 4, PART 7, A FINAL DECISION BY THE

AUTHORITY TO DENY AN APPLICATION ' FOR A CERTIFICATE OR A

DECISION BY THE AUTHORITY TO REVOKE A CERTIFICATE., A

REVOCATION OF A CERTIFICATE PURSUANT TO [SECTION 41} DOES

NOT BECOME FINAL UNTIil THE TIME FCR APPEAL HAS EXPIREL. IF A

DECISION TO REVOKE A CERTIFICATE IS APPEALED, THE DECISION

IS STAYED PENDING RESOLUTION OF THE APPEAL BY THE COURTS.

nNEw SECTION. SECTION 43. RECORD OF AGREEMENTS TO BE

KEPT. THE AUTHORITY SHALL KEEP A COPY OF COOPERATIVE

AGREEMENTS FOR WHICH A CERTIFICATE IS IN EFFECT PURSUANT TO

[SECTIONS 37 THROUGH 44)]. A PARTY TO A COOPERATIVE AGREEMENT

WHO TERMINATES THE AGREEMENT SHALL NOTIFY THE AUTHORITY IN

WRITING OF THE TERMINATION WITHIN 30 DAYS AFTER THE
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TERMINATION.

NEW SECTION. SECTION 44. RULEMAKING. THE  AUTHQORITY

SHALL ADQPT RULES TC IMPLEMENT [SECTIONS 37 THROUGH 43). THE

RULES SHALL INCLUDE RULES:

{l1) SPECIFYING THE FORM AND CONTENT QOF APPLICATICONS FOR

A CERTIFICATE;

{2) SPECIFYING NECESSARY DETAILS FOR RECONSIDERATION OF

DENIAL OF CERTIFICATES, REVOCATIONS OF CERTIFICATES,

HEARINGS REQUIRED OR AUTHORIZED BY {SECTIONS 37 THROUGH 43],

AND AFPPEALS; AND

{3) TO EFFECT THE ACTIVE SUPERVISION BY THE AUTHORITY

OF AGREEMENTS BETWEEN HEALTH CARE FACILITIES. THESE RULES

MAY INCLUDE REPORTING REQUIREMENTS FOR PARTIES TO AN

AGREEMENT FOR WHICH A CERTIFICATE IS IN EFFECT,

NEW SECTION. Section 45. codification instructions.

{1) [Secticns 1 through 20 AND 37 THROUGH 44] are intended

to be codified as an integral part of Title 50, and the
provisions of Title S0 apply to [sections 1 through 2§ AND
37 THROUGH 44].

{2) (Sections 22 through 36] are intended to be
codified as an integral part of Title 33, and the provisions

of Title 33 apply to [sections 22 through 36].

NEW SEcTION. SECTION 46. 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
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ACT] IS INVALID IN ONE OR MORE OF ITS APPLICATIONS, THE PART

REMATINS IN EFFECT IN ALL VALID APPLICATIONS THAT ARE

SEVERABLE FROM THE INVALID APPLICATIONS.

NEW SECTION. Section 47. Effective dates. {1)

[Sections 1 through 207;--3%7y AND 44 THROUGH 46 and this

section] are effective on passage and approval.

{2) [Section 21) is effective July 1, 19%6.

(3) (Sections 22 through 28, 35, AND 36] are effective
January 1, 1994.

{4) [SECTIONS 30 THROUGH 34) ARE EFFECTIVE JULY 1,
1993,

-End-
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