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5;~NA-T&' BILL NO. 3 8! 

2 INTRODUCED BY __,+/A'"+-'~R4~------------------------~ 
3 

4 A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR AN INTEGRATED MEDICAID MANAGED CARE 

5 PROGRAM; PROVIDING A PUBLIC POLICY ON MEDICAID MANAGED CARE; PROVIDING DEFINITIONS; 

6 SPECIFYING REQUIREMENTS FOR MEDICAID MANAGED CARE NETWORKS; AUTHORIZING THE 

7 DEPARTMENT OF SOCIAL AND REHABILITATION SERVICES TO PROVIDE FOR DIFFERING BENEFITS FOR 

8 PERSONS ENROLLED IN THE PROGRAM; SPECIFYING REQUIREMENTS FOR MANAGED HEALTH CARE 

9 ENTITIES; PROVIDING REQUIREMENTS RELATING TO ENROLLEES OF THE PROGRAM; PROVIDING FOR 

10 PAYMENT REDUCTIONS AND ADJUSTMENTS; REQUIRING THE EXCLUSION OF SERVICES FOR 

11 TREATMENT OF MENTAL DISORDERS; AUTHORIZING THE DEPARTMENT OF SOCIAL AND 

12 REHABILITATION SERVICES TO SEEK NECESSARY WAIVERS; PROVIDING FOR CAPITA TED PAYMENTS; 

13 REQUIRING A REPORT; PROVIDING FOR OVERSIGHT BY THE LEGISLATIVE AUDITOR; AND PROVIDING 

14 AN EFFECTIVE DATE." 

15 

16 WHEREAS, the State of Montana is experiencing substantial rates of growth in Medicaid 

1 7 expenditures and the rate of growth in Medicaid expenditures is higher than the rate of growth of the state 

18 general fund; and 

19 WHEREAS, the increasing cost of Medicaid is limiting the ability of the Legislature to address other 

20 needs of the citizens of the state of Montana; and 

21 WHEREAS, it is the intent of the Legislature to promote the delivery of necessary medical care to 

22 Medicaid recipients in a cost-effective manner and to encourage providers and insurers to put in place 

23 programs that will improve the health of Medicaid recipients; and 

24 WHEREAS, the Legislature desires to promote the development of healthy competition among 

25 providers of medical care with respect to cost-effectiveness and innovation in the provision of services. 

26 

27 STATEMENT OF INTENT 

28 A statement of intent is required for this bill because [sections 1,4,5,6, and 7] grant rulemaking 

29 authority to the department of social and rehabilitation services and because [section 31 grants rulemaking 

30 authority to the commissioner of insurance. 
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The rules adopted by the department of social and rehabilitation services pursuant to [section 11 

2 must provide for the identification of persons eligible for enrollment in the integrated health care program. 

3 The rules adopted by the commissioner of insurance pursuant to [section 3] may provide for the 

4 elimination or reduction of any requirement found in Title 33, chapter 31, if the commissioner of insurance 

5 finds the requirement unnecessary for the operation of a managed care community network in a rural area 

6 or because of federal requirements for prepaid health plans. 

7 The rules adopted by the commissioner of insurance pursuant to [section 31 must set forth criteria 

8 for assessing the financial soundness of a managed care community network and must also establish 

9 reserve requirements, as determined appropriate by the commissioner, in the event that a managed care 

10 community network is declared insolvent or bankrupt. 

11 The rules adopted by the department of social and rehabilitation services pursuant to [section 4] 

12 may provide for different benefit packages for different categories of persons enrolled in a managed health 

13 care entity. 

14 The rules adopted by the department of social and rehabilitation services pursuant to [section 5) 

15 must provide: 

16 { 1) a definition of emergency care for purposes of reimbursing all providers of emergency care to 

17 persons enrolled in the program; 

18 (2) quality assurance and utilization review requirements for managed health care entities; and 

19 (3) a definition of community-based organizations with which managed health care entities are 

20 encouraged to seek cooperation. 

21 The rules adopted by the department of social and rehabilitation services pursuant to [section 6] 

22 must provide for all fee-for-service and managed health care plan options for enrollees. 

23 Under [section 7), the department of social and rehabilitation services is required to adopt rules to 

24 provide for a method to reduce payments to managed health care entities, taking into consideration any 

25 adjustment payments to health care facilities for certain key services and the implementation of 

26 methodologies to limit financial liability for managed health care facilities. 

27 

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

29 

30 NEW SECTION. Section 1. Policy of medicaid managed care -- system for integrated health care 
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services. It is the public policy of the state of Montana to adopt, to the extent practicable, a health care 

2 program that encourages the integration of health care services and that manages the health care of 

3 program enrollees to improve their health while preserving reasonable choice within a competitive and 

4 cost-efficient environment. In furtherance of this public policy, the department shall develop and implement 

5 an integrated health care program consistent with the provisions of [sections 1 through 11 ]. The provisions 

6 of [sections 1 through 111 apply only to the program created under [sections 1 through 11 J. The 

7 department shall by rule identify persons eligible for enrollment in the program. The department shall inform 

8 enrollees of their choice, if any, among health care delivery systems. Persons enrolled in the program may 

9 also be offered cost-effective indemnity insurance plans, subject to availability. 

10 

11 NEW SECTION. Section 2. Definitions. As used in [sections 1 through 11], the following 

12 definitions apply: 

13 11) "Commissioner" means the commissioner of insurance provided for in 2-15-1903. 

14 (2) "Department" means the department of social and rehabilitation services. 

15 (3) "Health maintenance organization" means a health maintenance organization as defined in 

16 50-5-101. 

17 (4) "Managed care community network" or "network" means an entity, other than a health 

18 maintenance organization, that is owned, operated, or governed by licensed providers of health care 

19 services within this state, including physicians and hospitals, and that provides or arranges managed health 

20 care services under contract with the department to enrollees of the program. 

21 15) "Managed health care entity" or "entity" means a health maintenance organization or a 

22 managed care community network. 

23 (6) "Program" means the integrated health care program created by [sections 1 through 11]. 

24 

25 NEW SECTION. Section 3. Managed care community network. ( 1) A managed care community 

26 network shall comply with: 

27 la) the requirements of Title 33, chapter 31, but the commissioner may by rule reduce or eliminate 

28 a requirement of Title 33, chapter 31, if the requirement is demonstrated to be unnecessary for the 

29 operation of the managed care community network in a rural area; or 

30 (bl the federal requirements for prepaid health plans as provided in 42 CFR, part 434. 
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(2) A managed care community network may contract with the department to provide any 

2 medicaid-covered health care services. 

3 (3) A managed care community network shall demonstrate its ability to bear the financial risk of 

4 servicing enrollees under the program. The commissioner shall by rule adopt criteria for assessing the 

5 financial soundness of a network. The rules must consider the extent to which a network is composed of 

6 providers who directly render health care and are located within the community in which they seek to 

7 contract rather than solely arrange or finance the delivery of health care. The rules must consider 

8 risk-bearing and management techniques, as determined appropriate by the commissioner. The rules must 

9 also consider whether a network has sufficiently demonstrated its financial solvency and net worth. The 

1 O commissioner's criteria must be based on sound actuarial, financial, and accounting principles. The 

11 commissioner is responsible for monitoring compliance with the rules. 

12 (4) A managed care community network may not begin operation before the effective date of rules 

13 adopted by the commissioner under [sections 1 through 11], the approval of any necessary federal waivers, 

14 and the completion of the review of an application submitted to the commissioner. 

15 (5) A health care delivery system that contracts with the department under the program may not 

16 be required to provide or arrange for any health care or medical service, procedure, or product that violates 

17 religious or moral teachings and beliefs if that health care delivery system is owned, controlled, or 

18 sponsored by or affiliated with a religious institution or religious organization. 

19 (6) The commissioner shall adopt rules to protect managed care community networks against 

20 financial insolvency. Managed care community networks are subject to health maintenance protections 

21 against financial insolvency contained in 33-31-216 in the event that a managed care community network 

22 is declared insolvent or bankrupt. 

23 

24 NEW SECTION. Section 4. Different benefit packages. (1) The department may by rule provide 

25 for different benefit packages for different categories of persons enrolled in the program. Alcohol and 

26 substance abuse services, services related to children with chronic or acute conditions requiring longer-term 

27 treatment and followup, and rehabilitation care provided by a freestanding rehabilitation hospital or a 

28 rehabilitation unit may be excluded from a benefit package if those services are made available through a 

29 separate delivery system. An exclusion does not prohibit the department from developing and implementing 

30 demonstration projects for categories of persons or services. Benefit packages for persons eligible for 
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medical assistance under Title 53, chapter 6, parts 1 and 4, may be based on the requirements of those 

2 parts and must be consistent with the Title XIX of the Social Security Act. [Sections 1 through 11] apply 

3 only to services purchased by the department. 

4 (2) The program established by [sections 1 through 11] may be implemented by the department 

5 in various contracting areas at various times. The health care delivery systems and providers available 

6 under the program may vary throughout the state. A managed health care entity must be permitted to 

7 contract in any geographic area for which it has a sufficient provider network and that otherwise meets the 

8 requirements of the state contract. 

9 

1 O NEW SECTION. Section 5. Requirements for managed health care entities. (11 A managed health 

11 care entity that contracts with the department for the provision of services under the program shall comply 

1 2 with the requirements of this section for purposes of the program. 

13 (2) The entity shall provide for reimbursement for health care providers for emergency care, as 

14 defined by the department by rule, that must be provided to its enrollees, including emergency room 

15 screening services and urgent care that it authorizes for its enrollees, regardless of the provider's affiliation 

16 with the managed health care entity. Health care providers must be reimbursed for emergency care in an 

17 amount not less than the department's rates for those medical services rendered by health care providers 

18 who are not under contract with the entity to enrollees of the entity. 

19 (3) The entity shall provide that any health care provider affiliated with a managed health care 

20 entity may also provide services on a fee-for-service basis to department clients who are not enrolled in a 

21 managed health care entity. 

22 (4) The entity shall provide client education services as determined and approved by the 

23 department, including but not limited to the following services: 

24 (a) education regarding appropriate use of health care services in a managed care system; 

25 (b) written disclosure of treatment policies and any restrictions or limitations on health services, 

26 including but not limited to physician services, clinical laboratory tests, hospital and surgical procedures, 

27 prescription drugs and biologicals, and radiological examinations; and 

28 (c) written notice that the enrollee may receive from another provider those medicaid-covered 

29 services that are not provided by the managed health care entity. 

30 15) The entity shall provide that enrollees within its system will be informed of the full panel of 
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health care providers. Contracts for the provision of services beyond 125 miles from the borders of 

2 Montana may not be entered into if services of comparable cost and quality are available within the state 

3 of Montana. 

4 16) The entity may not discriminate in its enrollment or disenrollment practices among recipients 

5 of medical services or program enrollees based on health status. 

6 (7) For purposes of participation in the medicaid program, the entity shall comply with quality 

7 assurance and utilization review requirements established by the department by rule. 

8 {8) The entity shall require that each provider meets the standards for accessibility and quality of 

9 care established by law. The department shall prepare an annual report regarding the effectiveness of the 

1 O standards on ensuring access and quality of care to enrollees. 

11 19) The entity shall maintain, retain, and make available to the department records, data, and 

12 information, in a uniform manner determined by the department, that is sufficient for the department to 

13 monitor utilization, accessibility, and quality of care and that is consistent with accepted practices in the 

14 health care industry. 

15 { 10) Except for health care providers who are prepaid, the entity shall pay all approved claims for 

16 covered services that are correctly completed and submitted to the entity within 30 days after receipt of 

17 the claim or receipt of the appropriate capitation payment or payments by the entity from the state for the 

18 month in which the services included on the claim were rendered, whichever is later. If payment is not 

19 made or mailed to the provider by the entity by the due date under this subsection, an interest penalty of 

20 1 % of any amount unpaid must be added for each month or fraction of a month after the due date until 

21 final payment is made. [Sections 1 through 11] do not prohibit managed health care entities and health 

22 care providers from mutually agreeing to terms that require more timely payment. 

23 { 11) The entity shall seek cooperation with community-based programs provided by local health 

24 departments, such as the women, infants, and children food supplement program, childhood immunization 

25 programs, health education programs, case management programs, and health screening programs. 

26 {12) The entity shall seek cooperation with community-based organizations, as defined by rule of 

27 the department, that may continue to operate under a contract with the department or a managed health 

28 care entity under [sections 1 through 11 l to provide case management services to medicaid clients. 

29 

30 NEW SECTION. Section 6. Requirements relating to enrollees. I 1) All individuals enrolled in the 
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program must be provided with a full written explanation of all fee-for-service and managed health care plan 

2 options as provided by rule. The department shall provide to enrollees, upon enrollment in the program and 

3 at least annually, notice of the process for requesting an appeal under the department's administrative 

4 appeal procedures. The department shall maintain a toll-free telephone number for program enrollees' use 

5 in reporting problems with managed health care entities. 

6 12) If an individual becomes eligible for participation in the program while the individual is 

7 hospitalized, the department may not enroll the individual in the program until after the individual has been 

8 discharged from the hospital. This subsection does not apply to a newborn infant whose mother is enrolled 

9 in the program. 

1 O (3) The department shall, by rule, establish rates for managed health care entities that: 

11 (a) are certified to be actuarially sound, as determined by an actuary who has expertise and 

12 experience in medical insurance and benefit programs, in accordance with the department's current 

1 3 payment system; 

14 lb) take into account any difference of cost to provide health care to different populations based 

15 on age and eligibility category. The rates for managed health care entities must be determined on a 

16 capitated basis. 

17 (cl are based on treatment settings reasonably available to enrollees. 

18 

19 NEW SECTION. Section 7. Payment reductions and adjustments -- freedom to contract. 11) The 

20 department shall by rule establish a method to reduce its payments to managed health care entities to take 

21 the following into consideration: 

22 la) any adjustment payments paid to health care facilities under subsection (2)(b) to the extent that 

23 those payments or any part of those payments have been taken into account in establishing capitated rates 

24 under [section 5]; and 

25 (b) the implementation of methodologies to limit financial liability for managed health care entities 

26 under [section 5]. 

27 12) For key services provided by a hospital that contracts with an entity, adjustment payments 

28 must be paid directly to the hospital by the department. Adjustment payments may include but need not 

29 be limited to: 

30 (a) adjustment payments to disproportionate share hospitals as defined by department rule; 
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1 (bl perinatal center payments; and 

2 (cl payments for capital, direct medical education, indirect medical education, and certified 

3 registered nurse anesthetists. 

4 (31 For any hospital eligible for the adjustment payments described in this section, the department 

5 shall maintain, through the period ending June 30, 1996, reimbursement levels in accordance with statutes 

6 and rules in effect on [the effective date of this act]. 

7 14) [Sections 1 through 11] do not limit or otherwise impair the authority of the department to enter 

8 into a contract, negotiated pursuant to [sections 1 through 11], with a managed health care entity, 

9 including a health maintenance organization, that provides for termination or nonrenewal of the contract 

10 without cause upon notice as provided in the contract and without a hearing. 

11 

12 NEW SECTION. Section 8. Services for mental disorders. (1) Services provided to treat a mental 

13 disorder, as defined in 53-21-102, must be excluded from a benefit package. Medical detoxification may 

14 not be excluded. In this subsection, services to treat a mental disorder include, at a minimum, the following 

15 services funded by the department or the department of corrections and human services: 

16 (a) inpatient hospital services, including related physician services, related psychiatric interventions, 

17 and pharmaceutical services provided to an eligible recipient hospitalized with a primary diagnosis of 

18 psychiatric disorder; 

19 (b) any other outpatient mental health services funded by the department pursuant to the Montana 

20 medicaid program; 

21 le) partial hospitalization; and 

22 (di followup stabilization related to any of these services. 

23 (21 Additional services to treat a mental disorder may be excluded under this section as mutually 

24 agreed in writing by the department and the affected state agency or agencies. The exclusion of any 

25 service does not prohibit the department from developing and implementing demonstration projects for 

26 categories of persons or services. The state shall integrate managed care community networks and 

27 affiliated health care providers, to the extent determined practicable by the department, in any separate 

28 delivery system for mental health services. 

29 

30 NEW SECTION. Section 9. Waiver. The department may seek and obtain any necessary 
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authorization provided under federal law to implement the program, including the waiver of any federal 

2 statutes or regulations. The department may seek a waiver of the federal requirement that the combined 

3 membership of medicare and medicaid enrollees In a managed health care entity may not exceed 75% of 

4 the managed health care entity's total enrollment. The department may not seek a waiver of the inpatient 

5 hospital reimbursement methodology in 42 U.S.C. 1396(a)(13) even if the federal agency responsible for 

6 administering Title XIX determines that 42 U.S.C. 1396(a)(13) applies to managed health care systems. 

7 

8 NEW SECTION. Section 10. Additional requirements. (1) The department may take all planning 

9 and preparatory action necessary to implement [sections 1 through 11], including seeking requests for 

10 proposals relating to the program created under [sections 1 through 11 ]. 

11 (2) If a managed health care entity does not receive its appropriate monthly capitation payment 

12 within 30 days after the capitation payment due date specified in the contract between the department and 

13 the entity and does not pay a health care provider's approved claims for services rendered in that month, 

14 which have been received by the managed health care entity by the capitation payment due date, by the 

15 30th day after the capitation payment due date, the department shall pay an interest penalty to the provider 

16 in the amount of 1 % of the amount owed to the provider by the entity for each month or fraction of a 

17 month after the 30th day following the capitation payment due date, until final payment is made. 

18 (3) Upon the written request of a provider, an entity shall provide a written claims status report 

19 that includes but is not limited to the following information relating to claims that have been submitted to 

20 the entity: 

21 (a) the date of receipt; 

22 (bl the amount claimed; 

23 (cl the approval or disapproval status; 

24 (d) the amount approved; and 

25 (e) whether the entity has received its capitation payment for the month the services were 

2 6 rendered. 

27 (4) A health care provider that requests the payment of an interest penalty from the department 

28 under this section shall simultaneously submit a copy of the request to all affected managed health care 

29 entities. 

30 (5) On October 1, 1995, and every 6 months after that date, the department shall prepare a report 
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on the progress of the program. The report must indicate the capacities of the managed health care entities 

2 with which the department contracts, the number of clients enrolled by each contractor, the areas of the 

3 state in which managed care options do not exist, and the progress toward meeting the enrollment goals 

4 of the program. Copies of the report must be sent to the governor and to the legislature. 

5 

6 NEW SECTION. Section 11. Legislative auditor -- oversight. (1) In order to prevent, detect, and 

7 eliminate fraud, waste, abuse, mismanagement, and misconduct and to determine that the program is 

8 administered fairly and effectively, the legislative auditor shall oversee all aspects of the managed care 

9 covered by [sections 1 through 11 ]. 

1 O (2) A medical provider may not be compelled to provide individual medical records of patients 

11 unless the records are provided in accordance with the provisions of the Government Health Care 

12 Information Act. State and local governmental agencies shall provide the requested information, assistance, 

1 3 or cooperation. 

14 (3) All investigations conducted by the legislative auditor must be conducted in a manner that 

15 ensures the preservation of evidence for use in criminal prosecutions. The legislative auditor may present 

16 for prosecution the findings of any investigation to the office of the attorney general or to United States 

17 attorneys in Montana. 

18 14) The legislative auditor shall report all convictions, terminations, and suspensions taken against 

19 vendors, contractors, and health care providers to the department and to any agency responsible for 

20 licensing or regulating those persons or entities. 

21 (5) The legislative auditor shall make periodic reports, findings, and recommendations regarding 

22 its oversight activities authorized by this section. 

23 (6) [Sections 1 through 11] do not limit investigations by the department that may otherwise be 

24 required by law or that may be necessary in the department's capacity as the central administrative 

25 authority responsible for administration of public aid programs in this state. 

26 

27 NEW SECTION. Section 12. Codification instruction. [Sections 1 through 11 l are intended to be 

28 codified as an integral part of Title 53, chapter 6, and the provisions of Title 53, chapter 6, apply to 

29 [sections 1 through 11 I. 

30 
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NEW SECTION. Section 13. Effective date. [This act] is effective July 1, 1995. 

-END-
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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for SB0388, as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act providing for an integrated Medicaid managed care program; providing a public 
policy on Medicaid managed care; providing definitions specifying requirements for 
Medicaid managed care networks; authorizing the Department of Social and Rehabilitation 
Services (SRS) to provide for differing benefits for persons enrolled in the program; 
specifying requirements for managed health care entities; providing requirements relating 
to enrollees of the program; providing for payment reductions and adjustments; requiring 
the exclusion of services for treatment of mental disorders; authorizing SRS to seek 
necessary waivers; providing for capitated payments; requiring a report; and providing for 
oversight by the legislative auditor. 

ASSUMPTIONS: 
1. The Executive Budget present law base serves as the starting point from which to 

calculate any fiscal impact due to this proposed legislation. 
2. The Department of Social and Rehabilitation Services (SRS) will contract with an 

actuarial firm to comply with various provisions of this proposed legislation. 

a. Section 3(5) - Actuarial services needed include determining the cost for 
certain services that will be required to be paid by Medicaid outside of the 
managed care system and to set the rates for some managed care entities using 
different service parameters. 

b. Section 6(3a) - The department contracts to have rates set that are 
actuarially sound. Federal guidelines do not require that the rates be 
certified by an actuary, as is required under this bill. 

c. Section 7(1) - Establish a method to reduce payments to managed care entities 
to remove hospital adjustment payments from the capitated rates. 

d. Section 3(2) - Establish rates for a variety of service packages. 

It is anticipated 
year thereafter. 
funds. 

that this contract will cost $130,000 in FY96 and $30,000 in each 
The contract will be funded at 50% general fund and 50% federal 

3. several major changes will be needed to the Medicaid claims processing system (MMIS) 
due to provisions of this bill. These are one-time changes and are anticipated to 
cost $300,000 in FY96 only. These changes are eligible for a 75% federal match 
rate. 

4. Section 11(2) would require the SRS to pay for medical records under the Government 
Health Care Information Act. Records would be requested for an estimated 5% of the 
managed care enrollees, which on average cost $10/record. The estimated cost of 
this provision is $3,250 in FY96 and $6,500 each year thereafter, funded at SO% 
general fund and 50% federal funds. 

s. The State Auditor Insurance Commissioner would adopt 100 pages of rules and hold one 
hearing during FY96 to implement this legislation. Total cost would be $6,000 
general fund. 

(continued) 

Q o,.u-t., ~ 2. · i O-Cf ) 
DAVID LEWIS, BUDGETDIRET0R DATE 
Office of Budget and Program Planning 

JOHN HARP, PRIMARY SPONSOR DATE 

Fiscal Note for SB0388, as introduced 

se 388 



Fiscal Note Request, SB0388, as introduced 
Page 2 
( continued) 

FISCAL IMPACT: 

Expenditures: 

Operating Expenses (Auditor) 
Operating Expenses (SRS) 

Total Expenses 

Funding: 

General Fund 
Federal Fund 

Total Funds 

FY96 
Difference 

6,000 
433,250 
439,250 

147,625 
291,625 
439,250 

Net Impact to the General Fund Balance: 
General Fund (Cost) (01) (147,625) 

Technical Notes: 

FY97 
Difference 

0 
36,500 
36,500 

18,250 
18,250 
36,500 

(18,250) 

SRS has reviewed several amendments which, if introduced, would reduce or remove the 
fiscal impact of the bill, except for the cost to the State Auditor for the rules and one 
hearing. 



STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for SB0388. second reading 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act providing for an integrated Medicaid managed care program; providing a public 
policy on Medicaid managed care; providing definitions specifying requirements for 
Medicaid managed care networks; authorizing the Department of Social and Rehabilitation 
Services (SRS) to provide for differing benefits for persons enrolled in the program; 
specifying requirements for managed health care entities; providing requirements relating 
to enrollees of the program; providing for payment reductions and adjustments; authorizing 
SRS to seek necessary waivers; providing for oversight by the legislative auditor; and 
providing a statutory appropriation. 

ASSUMPTIONS: 
1. The Executive Budget present law base serves as the starting point from which to 

calculate any fiscal impact due to this proposed legislation. 
2. The State Auditor Insurance Commissioner would adopt 100 pages of rules and hold one 

hearing during FY96 to implement this legislation. Total cost would be $6,000 
general fund. 

FISCAL IMPACT: 

FY96 
Difference 

Expenditures: 
Operating Expenses 6,000 

Funding: 
General Fund 6,000 

Net Impact to the General Fund Balance: 
General Fund (Cost) (01) (6,000) 

DAVID LEWIS, BUD DATE 
Office of Budget and Program Planning 

JOHN HARP, 

Fiscal Note for SB0388. 

FY97 
Difference 

0 

0 

0 
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SENATE BILL NO. 388 

INTRODUCED BY HARP 

SB0388.02 

APPROVED BY COM ON PUBLIC 
HEALTH, WELFARE & SAFETY 

4 A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR AN INTEGRATED MEDICAID MANAGED CARE 

5 PROGRAM; PROVIDING A PUBLIC POLICY ON MEDICAID MANAGED CARE; PROVIDING DEFINITIONS; 

6 SPECIFYING REQUIREMENTS FOR MEDICAID MANAGED CARE NETWORKS; AUTHORIZING THE 

7 DEPARTMENT OF SOCIAL AND REHABILITATION SERVICES TO PROVIDE FOR DIFFERING BENEFITS FOR 

8 PERSONS ENROLLED IN THE PROGRAM; SPECIFYING REQUIREMENTS FOR MANAGED HEAL TH CARE 

9 ENTITIES; PROVIDING REQUIREMENTS RELATING TO ENROLLEES OF THE PROGRAM; PROVIDING FOR 

10 PAYMENT REDUCTIONS AND ADJUSTMENTS; REQUIRl~IG Tl-IE EXGbUSIO~I OF SERVICES FOR 

11 TREATME~H OF MENTAL DISORDERS; AUTHORIZING THE DEPARTMENT OF SOCIAL AND 

1 2 REHAB! LIT A TION SERVICES TO SEEK NEC ESSARY WAIVERS; PR0\/I DI NG FOR GAPITATED PAYM E~ITS; 

13 REQUIRl~IG A REPORT; PROVIDING FOR OVERSIGHT BY THE LEGISLATIVE AUDITOR; PROVIDING A 

14 STATUTORY APPROPRIATION; AMENDING SECTIONS 17-7-502 AND 33-1-102, MCA; AND PROVIDING 

1 5 AN EFFECTIVE DATE." 

16 

17 WHEREAS, the State of Montana is experiencing substantial rates of growth in Medicaid 

18 expenditures and the rate of growth in Medicaid expenditures is higher than the rate of growth of the state 

19 general fund; and 

20 WHEREAS, the increasing cost of Medicaid is limiting the ability of the Legislature to address other 

21 needs of the citizens of the state of Montana; and 

22 WHEREAS, it is the intent of the Legislature to promote the delivery of necessary medical care to 

23 Medicaid recipients in a cost-effective manner and to encourage providers and insurers to put in place 

24 programs that will improve the health of Medicaid recipients; and 

25 WHEREAS, the Legislature desires to promote the development of healthy competition among 

26 providers of medical care with respect to cost-effectiveness and innovation in the provision of services. 

27 

28 STATEMENT OF INTENT 

29 A statement of intent is required for this bill because [sections 1,4,5,6, and 71 grant rulemaking 

30 authority to the department of social and rehabilitation services and because [section 3] grants rulemaking 
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authority to the commissioner of insurance. 

2 The rules adopted by the department of social and rehabilitation services pursuant to [section 1] 

3 must provide for the identification of persons eligible for enrollment in the integrated health care program. 

4 The rules adopted by the commissioner of insurance pursuant to [section 31 may provide for the 

5 elimination or reduction of any requirement found in Title 33, chapter 31, if the commissioner of insurance 

6 finds the requirement unnecessary for the operation of a managed care community network in a rural area 

7 or because of federal requirements for prepaid health plans. 

8 The rules adopted by the commissioner of insurance pursuant to [section 3] must set forth criteria 

9 for assessing the financial soundness of a managed care community network and must also establish 

10 reserve requirements, as determined appropriate by the commissioner, in the event that a managed care 

11 community network is declared insolvent or bankrupt. 

12 The rules adopted by the department of social and rehabilitation services pursuant to [section 41 

1 3 may provide for different benefit packages for different categories of persons enrolled in a managed health 

14 care entity. 

1 5 The rules adopted by the department of social and rehabilitation services pursuant to [section 51 

16 must provide: 

17 (1) a definition of emergency care for purposes of reimbursing all providers of emergency care to 

1 8 persons enrolled in the program; 

19 (2) quality assurance and utilization review requirements for managed health care entities; and 

20 (3) a definition of community-based organizations with which managed health care entities are 

21 encouraged to seek cooperation. 

22 The rules adopted by the department of social and rehabilitation services pursuant to [section 61 

23 must provide for all fee-for-service and managed health care plan options for enrollees. 

24 Under [section 71, the department of social and rehabilitation services is required to adopt rules to 

25 provide for a method to reduce payments to managed health care entities, taking into consideration any 

26 adjustment payments to health care facilities for certain key services and the implementation of 

27 methodologies to limit financial liability for managed health care facilities. 

28 

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

30 
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NEW SECTION. Section 1. Policy of medicaid managed care -- system for integrated health care 

2 services. It is the public policy of the state of Montana to adopt, to the extent practicable, a health care 

3 program that encourages the integration of health care services and that manages the health care of 

4 program enrollees to improve their health while preserving reasonable choice within a competitive and 

5 cost-efficient environment. In furtherance of this public policy, the department shall develop and implement 

6 an integrated health care program consistent with the provisions of [sections 1 through ++ ~]. The 

7 provisions of [sections 1 through++~] apply only to the program created under [sections 1 through 4-+ Qi. 

8 The department shall by rule identify persons eligible for enrollment in the program. The department shall 

9 inform enrollees of their choice, if any, among health care delivery systems. Persons enrolled in the 

10 program may also be offered cost-effective indemnity insurance plans, subject to availability. 

11 

12 NEW SECTION. Section 2. Definitions. As used in [sections 1 through ++ ~], the following 

1 3 definitions apply: 

14 ( 1) "Commissioner" means the commissioner of insurance provided for in 2-15-1903. 

15 (2) "Department" means the department of social and rehabilitation services. 

16 (3) "Health maintenance organization" means a health maintenance organization as defined In 

1 7 50-5-101 . 

18 (4) "Managed care community network" or "network" means an entity, other than a health 

19 maintenance organization, that is owned, operated, or governed by lieensed pro~•iders of healtl=1 eare 

20 serviees within this state, ineludin€J physieians and hesl;litals, A PERSON and that provides or arranges 

21 managed health care services under contract with the department to enrollees of the program. 

22 (5) "Managed health care entity" or "entity" means a health maintenance organization or a 

23 managed care community network. 

24 (6) "PERSON" MEANS: 

25 (Al AN INDIVIDUAL; 

26 (B) A GROUP OF INDIVIDUALS: 

27 (C) AN INSURER, AS DEFINED IN 33-1-201; 

28 (0) A HEAL TH SERVICE CORPORATION, AS DEFINED IN 33-30-101; 

29 (E) A CORPORATION. PARTNERSHIP. FACILITY, ASSOCIATION, OR TRUST; OR 

30 (F) AN INSTITUTION OF A GOVERNMENTAL UNIT OF ANY STATE LICENSED BY THAT STATE 
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2 

3 

4 

TO PROVIDE HEALTH CARE, INCLUDING BUT NOT LIMITED TO A PHYSICIAN, HOSPITAL, 

HOSPITAL-RELATED FACILITY, OR LONG-TERM CARE FACILITY. 

Mill "Program" means the integrated health care program created by [sections 1 through++~). 

5 NEW SECTION. Section 3. Managed care community network. (11 A managed care community 

6 network shall comply with: 

7 (a) the requirements of Title 33, chapter 31, but the commissioner may by rule reduce or eliminate 

8 a requirement of Title 33, chapter 31, if the requirement is demonstrated to be unnecessary for the 

9 operation of the managed care community network in a rural area; 0f AND 

1 O (b) the federal requirements for prepaid health plans as provided in 42 CFR, part 434. 

11 (2) A managed care community network may contract with the department to provide any 

12 COMBINATION OF medicaid-covered health care services THAT IS ACCEPTABLE TO THE DEPARTMENT. 

13 (3) A managed care community network shall demonstrate its ability to bear the financial risk of 

14 servicing enrollees under the program. The commissioner shall by rule adopt criteria for assessing the 

15 financial soundness of a network. The rules must consider the extent to which a network is composed of 

16 providers who directly render health care and are located within the community in which they seek to 

17 contract rather than solely arrange or finance the delivery of health care. The rules must consider 

18 risk-bearing and management techniques, as determined appropriate by the commissioner. The rules must 

1 9 also consider whether a network has sufficiently demonstrated its financial solvency and net worth. The 

20 commissioner's criteria must be based on sound actuarial, financial, and accounting principles. The 

21 commissioner is responsible for monitoring compliance with the rules. 

22 (4) A managed care community network may not begin operation before the effective date of rules 

23 adopted by the commissioner under [sections 1 through ++ 21, the approval of any necessary federal 

24 waivers, and the completion of the review of an application submitted to the commissioner. THE 

25 COMMISSIONER MAY CHARGE THE APPLICANT AN APPLICATION REVIEW FEE FOR THE 

26 COMMISSIONER'S ACTUAL COST OF REVIEW OF THE APPLICATION. THE FEES MUST BE ADOPTED BY 

27 RULE BY THE COMMISSIONER. FEES COLLECTED BY THE COMMISSIONER MUST BE DEPOSITED IN AN 

28 ACCOUNT IN THE SPECIAL REVENUE FUND AND ARE STATUTORILY APPROPRIATED, AS PROVIDED IN 

29 17-7-502, TO THE COMMISSIONER TO DEFRAY THE COST OF APPLICATION REVIEW. 

30 (5) A health care delivery system that contracts with the department under the program may not 
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1 be required to provide or arrange for any health care or medical service, procedure, or product that violates 

2 religious or moral teachings and beliefs if that health care delivery system is owned, controlled, or 

3 sponsored by or affiliated with a religious institution or religious organization BUT MUST COMPLY WITH 

4 THE NOTICE REQUIREMENTS OF [SECTION 5(4){C)). 

5 (6) The commissioner shall adopt rules to protect managed care community networks against 

6 financial insolvency. Managed care community networks are subject to health maintenance protections 

7 against financial insolvency contained in 33-31-216 in the event that a managed care community network 

8 is declared insolvent or bankrupt. 

9 

10 NEW SECTION. Section 4. Different benefit packages. ( 1) The department may by rule provide 

11 for different benefit packages for different categories of persons enrolled in the program. Alcohol and 

12 substance abuse services, SERVICES FOR MENTAL DISORDERS, services related to children with chronic 

13 or acute conditions requiring longer-term treatment and followup, and rehabilitation care provided by a 

14 freestanding rehabilitation hospital or a rehabilitation unit may be excluded from a benefit package if those 

15 services are made available through a separate delivery system. An exclusion does not prohibit the 

16 department from developing and implementing demonstration projects for categories of persons or services. 

17 Benefit packages for persons eligible for medical assistance under Title 53, chapter 6, parts 1 and 4, may 

18 be based on the requirements of those parts and must be consistent with the Title XIX of the Social 

19 Security Act. [Sections 1 through 4+ m apply only to services purchased by the department. 

20 (2) The program established by [sections 1 through 4+ ~] may be implemented by the department 

21 in various contracting areas at various times. The health care delivery systems and providers available 

22 under the program may vary throughout the state. A LICENSED managed health care entity must be 

23 permitted to contract in any geographic area for which it has a sufficient provider network and that 

24 otherwise meets the requirements of the state contract. 

25 

26 NEW SECTION. Section 5. Requirements for managed health care entities. ( 1) A managed health 

27 care entity that contracts with the department for the provision of services under the program shall comply 

28 with the requirements of this section for purposes of the program. 

29 (2) The entity shall provide for reimbursement for health care providers for emergency care, as 

30 defined by the department by rule, that must be provided to its enrollees, including emergency room 
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screening services and urgent care that it authorizes for its enrollees, regardless of the provider's affiliation 

2 with the managed health care entity. Health care providers must be reimbursed for emergency care in an 

3 amount not less than the department's rates for those medical services rendered by health care providers 

4 who are not under contract with the entity to enrollees of the entity. 

5 (3) The entity shall provide that any health care provider affiliated with a managed health care 

6 entity may also provide services on a fee-for-service basis to department clients who are not enrolled in a 

7 managed health care entity. 

8 (4) The entity shall provide client education services as determined and approved by the 

9 department, including but not limited to the following services: 

1 O la) education regarding appropriate use of health care services in a managed care system; 

11 (b) written disclosure of treatment policies and any restrictions or limitations on health services, 

12 including but not limited to physician services, clinical laboratory tests, hospital and surgical procedures, 

13 prescription drugs and biologicals, and radiological examinations; and 

14 (c) written notice that the enrollee may receive from another provider those medicaid-covered 

15 services that are not provided by the managed health care entity BUT THAT ARE THE FINANCIAL 

16 RESPONSIBILITY OF THE ENTITY. 

17 (5) The entity shall provide that enrollees within its system will be informed of the full panel of 

18 health care providers. Contracts for the provision of services beyond 125 miles from the borders of 

19 Montana may not be entered into if services of comparable cost and quality are available within the state 

20 of Montana. 

21 (6) The entity may not discriminate in its enrollment or disenrollment practices among recipients 

22 of medical services or program enrollees based on health status. 

23 (7) For purposes of participation in the medicaid program, the entity shall comply with quality 

24 assurance and utilization review requirements established by the department by rule. 

25 (8) The entity shall require that each provider meets the standards for accessibility and quality of 

26 care established by law. The department shall prepare an annual report regarding the effectiveness of the 

27 standards on ensuring access and quality of care to enrollees. 

28 (9) The entity shall maintain, retain, and make available to the department records, data, and 

29 information, in a uniform manner determined by the department, that is sufficient for the department to 

30 monitor utilization, accessibility, and quality of care and that is consistent with accepted practices in the 
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1 health care industry. 

2 ( 10) Except for health care providers who are prepaid, the entity shall pay all approved claims for 

3 covered services that are correctly completed and submitted to the entity within 30 days after receipt of 

4 the claim or receipt of the appropriate capitation payment or payments by the entity from the state for the 

5 month in which the services included on the claim were rendered, whichever is later. If payment is not 

6 made or mailed to the provider by the entity by the due date under this subsection, an interest penalty of 

7 1 % of any amount unpaid must be added for each month or fraction of a month after the due date until 

8 final payment is made. [Sections 1 through 4-+ l:1,1 do not prohibit managed health care entities and health 

9 care providers from mutually agreeing to terms that require more timely payment. 

1 O ( 11) The entity shall seek cooperation with community-based programs provided by local health 

11 departments, such as the women, infants, and children food supplement program, childhood immunization 

12 programs, health education programs, case management programs, and health screening programs. 

13 ( 12) The entity shall seek cooperation with community-based organizations, as defined by rule of 

14 the department, that may continue to operate under a contract with the department or a managed health 

15 care entity under [sections 1 through++ l;!l to provide case management services to medicaid clients. 

16 ( 13) A MANAGED HEAL TH CARE ENTITY THAT PROVIDES WRITTEN NOTICE PURSUANT TO 

17 SUBSECTION (4)(Cl TO AN ENROLLEE OF MEDICAID-COVERED SERVICES AVAILABLE FROM ANOTHER 

18 PROVIDER IS RESPONSIBLE FOR PAYMENT FOR THOSE SERVICES BY ANOTHER PROVIDER. 

19 

20 NEW SECTION. Section 6. Requirements relating to enrollees. (1) All individuals enrolled in the 

21 program must be provided with a full written explanation of all fee-for-service and managed health care plan 

22 options as provided by rule. The department shall provide to enrollees, upon enrollment in the program and 

23 at least annually, notice of the process for requesting an appeal under the department's administrative 

24 appeal procedures. The department shall maintain a toll-free telephone number for program enrollees' use 

25 in reporting problems with managed health care entities. 

26 (2) If an individual becomes eligible for participation in the program while the individual is 

27 hospitalized, the department may not enroll the individual in the program until after the individual has been 

28 discharged from the hospital. This subsection does not apply to a newborn infant whose mother is enrolled 

29 in the program. 

30 (3) The department shall, by rule, establish rates for managed health care entities that: 
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(a) are certified to be actuarially sound, as deteFA'lined ey an aetuary wl'le !'las meji1ertise ans 

2 e)(perienee in rnedieal insuranee am.I eenefit r:iregraA'ls, in accordance with the department's current 

3 payment system; 

4 (b) take into account any difference of cost to provide health care to different populations based 

5 on age and eligibility category. The rates for managed health care entities must be determined on a 

6 capitated basis. 

7 (cl are based on treatment settings reasonably available to enrollees. 

8 

9 NEW SECTION. Section 7. Payment reductions and adjustments -- freedom to contract. ( 1) The 

1 O department shall by rule establish a method to reduce its payments to managed health care entities to take 

11 the following into consideration: 

12 (a) any adjustment payments paid to health care facilities under subsection (2)(b) to the extent that 

13 those payments or any part of those payments have been taken into account in establishing capitated rates 

14 under [section 5]; and 

15 (b) the implementation of methodologies to limit financial liability for managed health care entities 

16 under [section 5]. 

17 (2) For key services provided by a hospital that contracts with an entity, adjustment payments 

18 THAT ARE NOT INCLUDED IN CAPITA TED RATES must be paid directly to the hospital by the department. 

19 Adjustment payments may include but need not be limited to: 

20 la) adjustment payments to disproportionate share hospitals as defined by department rule; 

21 (bl perinatal center payments; and 

22 le) payments for capital, direct medical education, indirect medical education, and certified 

23 registered nurse anesthetists. 

24 (31 For any hospital eligible for the adjustment payments described in this section, the department 

25 shall maintain, through the period ending June 30, 1996, reimbursement levels in accordance with statutes 

26 and rules in effect en [tl'lo effeetivo sate ef tl'lis aet) AT THE TIME THE PAYMENTS ARE MADE. 

27 (4) [Sections 1 through++ m do not limit or otherwise impair the authority of the department to 

28 enter into a contract, negotiated pursuant to [sections 1 through++ .§!l. with a managed health care entity, 

29 including a health maintenance organization, that provides for termination or nonrenewal of the contract 

30 without cause upon notice as provided in the contract and without a hearing. 
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1 NEW SECTION. SeetieR 8. Ser>Jiees for meRtal Eliserders. (1) Services 13reviEleEI te treat a meAtal 

2 ElisarElar, as ElefiAeEI iA e3 21 102, FAUSt be e1rnluE10EI fraFA a beAefit paekage. Madieal dot011ifieatiaA FAB',' 

3 Aet be 011aluE10EI. IA tl=iis subseatieA, servieas te treat a FABAtal EliserEler iAeluEle, at a FAiAiFAum, tl=ie follawiAg 

4 ser>,iees fuAdod b',' tl=ie do13artFAOAt er tl=ie dopartFAOAt sf eerreetiaAs aAe l=iuFAaA sorviees: 

5 (al iA13atieAt l=iespital sarvieos, iAeludiAg relates 131=iysieiaA servieos, related psyel=iiatrie iAtorveAtieAs, 

6 aAd pl=iarFAaeeutieal sorviees 13revided ta aA eligible roeipieAt l=ies13italii!ed witl=i a 13rimarv diagAesis ef 

7 13syel=iiatrie eisarder; 

8 (bl BA'( otl=ier eut13atieAt meAtal l=iealtl=i serviees fuAEled b•,· tl=ie do13artFA0At 13ursuaAt to tl=io MoAtaAa 

9 Rlodieaid pregraffi; 

10 (el 13artial l=iaspitalii!atiaA; aAd 

11 !Ell felle•,.,.u13 stabilii!atieA related te aAy ef tl=iose sor>,ieos. 

12 (2l AdditieAal s □rvieos to treat a RleAtal disorder FAB',' be 01wludod UAdor tl=iis seotioA as Rlutuallv 

13 agreed iA writiA§ by tl=ie de13artmeAt aAd tl=io affoeted state a§eAey er ageAeios. Tl=io oxelusioA of aA~' 

14 ser>rieo does Aot prnl=iibit tl=io dopartffieAt from develepiAg aAd iFApleR10AtiA§ deR10AstratieA projeets for 

1 5 oato§ories of 13erseAs er servieos. Tl=ie state sl=iall iAtegrate maAaged eare eommuAitv AetworlEs aAd 

16 affiliated l=iealtl=i earo pro•,iElors, te tl=io 011teAt detorrniAoel 13raetieable bv tl=ie departR1eAt, iA OA'f separate 

17 deli•,ery s•;stoffi for RlBAtal l=iealtl=i servioos. 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

NEW SECTION. Section 8. Waiver. The department may seek and obtain any necessary 

authorization provided under federal law to implement the program, including the waiver of any federal 

statutes or regulations. The department may seek a waiver of the federal requirement that the combined 

membership of medicare and medicaid enrollees in a managed health care entity may not exceed 75°/~ of 

the managed health care entity's total enrollment. The department may not seek a waiver of the inpatient 

hospital reimbursement methodology in 42 U.S.C. 1396(a)(13) even if the federal agency responsible for 

administering Title XIX determines that 42 U.S.C. 1396(a)(13) applies to managed health care systems. 

NEW SEGTIO~L SeetieR 1Q. AdditieRal req1a1irerneRts. !1l Tl=ie eepartmeAt Riay talEe all plaAAiAg 

aAe preparatory aetieA Aeoossary to irn13lerneAt [seotioAs 1 tl=ireu§l=i 11], iAeludiAg seekiAg requests for 

proposals relatiAg ta tl=ie prograffi ereated UAeer [seetieAs 1 tl=ireu§l=i 11 l. 

(2l If a FAaAagod l=ioaltl=i oars eAtity deos Aet roooivo its appropriate moAtl=ily oapitatioA payR1eAt 
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1 witt:lin ao days after tt:le eapitation pavFRont due date speeifiod in tt:le sontraet between tl=le sopartITTent ans 

2 tl=le entity and aoes not J3a'; a t:lealth eare J3reviser's aJ3J3roved elaiAls for servioos rondoroa in tl=lat A1ontl:l, 

3 wl:liot:l t:laye been reeeives by tl=le Alanagoa t:lealtt:l eare eRtity IJy tl=lo eaJ3itation J3avFRent d1c10 date, by the 

4 aOth say after the eaJ3itatien pa'tAlent Elue sate, tl=le seJ3artA1ont sl:lall J3ay an interest penalty to tl=lo proviaer 

5 in tile aA1ount of 1 % of tile aA1ot1nt owes to the J3roviser IJy tile entity fer eaeh ITTentl=I or fraetion of a 

6 FRonth after tl=le 3Otl=I aav following the eaJ3itation pavAlent dt1e sate, 1c1ntil final pavAlent is FRaEle. 

7 (;3) Upon the written reqt1est of a proYiElor, an entity sl:lall provide a written elaiA1s stat1c1s report 

8 tllat ineluaes IJut is not liFRited to the following inforAlation relating to elaiAls that l=la•,e IJoen subrnittes to 

9 the entity: 

1 O (al tho date of reeeipt; 

11 (bl the aITTot1nt elaiA10El; 

12 (el the approYal or disappro•,al stattts; 

13 (d) tho aAlount appro·,es; ans 

14 (ol whetl=ler tl=le entity has reeeiveEl its eapitation pa·trnent for tho FRontl=I the serYieos were 

15 reneeres. 

16 H l /\ health eare pro1JiEler tl=lat req1c1ests the payA1ont of an interest penaltv froFA the separtFAent 

17 unser this seetion shall siFAultaneot1sly sulJFAit a eopy of tl=le req1c1ost to all affeetes FRana!'loEl health eare 

1 8 entities. 

19 (61 On OetolJor 1, 1 996, ans ever;' e FRonths after tl=lat sate, the ElepartFRent shall preJ3aro a report 

20 on the progress ef the 13regraFR. Tho ro13ort A1ust insieate tho oa13aeities of the FAanageEI healtl=I eare entities 

21 witti whieh the ElepartFRent eontraots, tho nuA1eer ef elients enrelles IJ•f eael:l eentraoter, the areas of the 

22 state in whieh FRanages oars 013tions de net eJ<ist, and the progress toward FRoeting the onrellFRent goals 

23 of tRe 13regraFR. Go13ies of tl=le ropert AlUSt be sent te tR0 go·,·erner and to tho legislature. 

24 

25 NEW SECTION. Section 9. Legislative auditor -- oversight. (1) In order to prevent, detect, and 

26 eliminate fraud, waste, abuse, mismanagement, and misconduct and to determine that the program is 

27 administered fairly and effectively, the legislative auditor shall oversee all aspects of the managed care 

28 covered by [sections 1 through++ m. 
29 (2) A medical provider may not be compelled to provide individual medical records of patients 

30 unless the records are provided in accordance with the provisions of the Government Health Care 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Information Act. State and local governmental agencies shall provide the requested information, assistance, 

or cooperation. 

(3) All iA\'estigatieAs ACTIVITIES conducted by the legislative auditor must be conducted in a 

manner that ensures the preservation of evidence for use in criminal prosecutions. The legislative auditor 

may present for prosecution the findings of any iAvestigation ACTIVITY to the office of the attorney general 

or to United States attorneys in Montana. 

(4) The legislative auditor shall report all convictions, terminations, and suspensions taken against 

vendors, contractors, and health care providers to the department and to any agency responsible for 

licensing or regulating those persons or entities. 

(5) The legislative auditor shall make periodic reports, findings, and recommendations regarding 

its oversight activities authorized by this section. 

(6) [Sections 1 through++ 1:!l do not limit investigations by the department that may otherwise be 

required by law or that may be necessary in the .department's capacity as the central administrative 

authority responsible for administration of public aid programs in this state. 

NEW SECTION. SECTION 10. APPLICABILITY TO MANAGED CARE COMMUNITY NETWORKS. 

A MANAGED CARE COMMUNITY NETWORK. AS DEFINED IN [SECTION 2], IS GOVERNED BY THE 

PROVISIONS OF THIS CHAPTER AND BY [SECTIONS 1 THROUGH 9). BUT THE COMMISSIONER MAY BY 

RULE REDUCE OR ELIMINATE A REQUIREMENT OF THIS CHAPTER IF THE REQUIREMENT IS 

DEMONSTRATED TO BE UNNECESSARY FOR THE OPERATION OF A MANAGED CARE COMMUNITY 

NETWORK. 

23 SECTION 11. SECTION 17-7-502, MCA, IS AMENDED TO READ: 

24 "17-7-502. Statutory appropriations -- definition -- requisites for validity. (1) A statutory 

25 appropriation is an appropriation made by permanent law that authorizes spending by a state agency 

26 without the need for a biennial legislative appropriation or budget amendment. 

27 (2) Except as provided in subsection (4), to be effective, a statutory appropriation must comply 

28 with both of the following provisions: 

29 (a) The law containing the statutory authority must be listed in subsection (3). 

30 (bl The law or portion of the law making a statutory appropriation must specifically state that a 
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statutory appropriation is made as provided in this section. 

2 (3) The following laws are the only laws containing statutory appropriations: 2-9-202; 2-17-105; 

3 2-18-812; 3-5-901; 5-13-403; 10-3-203; 10-3-312; 10-3-314; 10-4-301; 15-1-111; 15-23-706; 

4 15-25-123; 15-31-702; 15-36-112; 1 5-37-117; 1 5-38-202; 15-65-1 21; 1 5-70-101; 16-1-404; 16-1-410; 

5 16-1-411; 17-3-106; 17-3-212; 17-5-404; 17-5-424; 17-5-704; 17-5-804; 17-6-101; 17-6-201; 17-6-409; 

6 17-7-304; 18-11-112; 19-2-502; 19-6-709; 19-9-1007; 19-15-101; 19-17-301; 19-18-512; 19-18-513; 

7 19-18-606; 19-19-205; 19-19-305; 19-19-506; 20-4-109; 20-8-111; 20-9-361; 20-26-1403; 20-26-1 503; 

8 23-2-823; 23-5-136; 23-5-306; 23-5-409; 23-5-61 O; 23-5-612; 23-5-631; 23-7-301; 23-7-402; 

9 27-12-206; 32-1-537; 37-43-204; 37-51-501; 39-71-503; 39-71-907; 39-71-2321; 39-71-2504; 

10 44-12-206; 44-13-102; 50-5-232; 50-40-206; [section 3]; 53-6-150; 53-24-206; 60-2-220; 61-2-107; 

11 67-3-205; 75-1-1101; 75-5-507; 75-5-1108; 75-11-313; 76-12-123; 77-1-808; 80-2-103; 80-2-222; 

12 80-4-416; 80-11-310; 81-5-111; 82-11-136; 82-11-161; 85-1-220; 85-20-402; 90-3-301; 90-4-215; 

13 90-6-331; 90-7-220; 90-9-306; and 90-14-107. 

14 (4) There is a statutory appropriation to pay the principal, interest, premiums, and costs of issuing, 

15 paying, and securing all bonds, notes, or other obligations, as due, that have been authorized and issued 

16 pursuant to the laws of Montana. Agencies that have entered into agreements authorized by the laws of 

17 Montana to pay the state treasurer, for deposit in accordance with 17-2-101 through 17-2-107, as 

18 determined by the state treasurer, an amount sufficient to pay the principal and interest as due on the 

19 bonds or notes have statutory appropriation authority for the payments. (In subsection (3): pursuant to 

20 sec. 7, Ch. 567, L. 1991, the inclusion of 19-6-709 terminates upon death of last recipient eligible for 

21 supplemental benefit; and pursuant to sec. 15, Ch. 534, L. 1993, the inclusion of 90-14-107 terminates 

22 July 1, 1995.)" 

23 

24 SECTION 12. SECTION 33-1-102, MCA, IS AMENDED TO READ: 

2 5 "33-1-102. Compliance required -- exceptions -- health service corporations -- health maintenance 

26 organizations -- governmental insurance programs. ( 1) A person may not transact a business of insurance 

27 in Montana or relative to a subject resident, located, or to be performed in Montana without complying with 

28 the applicable provisions of this code. 

29 (2) The provisions of this code do not apply with respect to: 

30 (al domestic farm mutual insurers as identified in chapter 4, except as stated in chapter 4; 
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(b) domestic benevolent associations as identified in chapter 6, except as stated in chapter 6; and 

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

3 (3) This code applies to health service corporations as prescribed in 33-30-102. The existence of 

4 the corporations is governed by Title 35, chapter 2, and related sections of the Montana Code Annotated. 

5 (4) This code does not apply to health maintenance organizations or to managed care community 

6 networks. as defined in [section 21. to the extent that the existence and operations of those organizations 

7 are autherii!ea governed by chapter 31 or to the extent that the existence and operations of those networks 

8 are governed by [sections 1 through 9]. 

9 (5) This code does not apply to workers' compensation insurance programs provided for in Title 

10 39, chapter 71, parts 21 and 23, and related sections. 

11 (6) This code does not apply to the state employee group insurance program established in Title 

12 2, chapter 18, part 8. 

13 ( 71 This code does not apply to insurance funded through the state self-insurance reserve fund 

14 provided for in 2-9-202. 

15 (81 (a) This code does not apply to any arrangement, plan, or interlocal agreement between political 

16 subdivisions of this state in which the political subdivisions undertake to separately or jointly indemnify one 

17 another by way of a pooling, joint retention, deductible, or self-insurance plan. 

18 (b) This code does not apply to any arrangement, plan, or interlocal agreement between political 

19 subdivisions of this state or any arrangement, plan, or program of a single political subdivision of this state 

20 in which the political subdivision provides to its officers, elected officials, or employees disability insurance 

21 or life insurance through a self-funded program." 

22 

23 NEW SECTION. Section 13. Codification instruction. ill [Sections 1 through++~] are intended 

24 to be codified as an integral part of Title 53, chapter 6, and the provisions of Title 53, chapter 6, apply to 

25 [sections 1 through++~]. 

26 (2) [SECTION 1 OJ IS INTENDED TO BE CODIFIED AS AN INTEGRAL PART OF TITLE 33, CHAPTER 

27 31. AND THE PROVISIONS OF TITLE 33, CHAPTER 31. APPLY TO [SECTION 1 Oj. 

28 

29 

30 

NEW SECTION. Section 14. Effective date. [This act] is effective July 1, 1995. 

-END-
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Mr. Chairman: I move to amend Senate Bill 388 (third reading copy -- blue). 

Signed: L0 0f 
-----------

And, that such amendments to Senate Bill 388 read as follows: 

1. Page 9, line 21. 
Following: 11

• 
11 

Representative Cobb 

Insert: "The department may not expand eligibility requirements 
unless authorized by the legislature." 
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Representative Cobb 
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priorities to limit, reduce, or otherwise curtail the 
amount, scope, or duration of the medical services made 
available under the Montana medicaid program and managed 
care." 
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SENATE BILL NO. 388 

INTRODUCED BY HARP 

4 A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR AN INTEGRATED MEDICAID MANAGED CARE 

5 PROGRAM; PROVIDING A PUBLIC POLICY ON MEDICAID MANAGED CARE; PROVIDING DEFINITIONS; 

6 SPECIFYING REQUIREMENTS FOR MEDICAID MANAGED CARE NETWORKS; AUTHORIZING THE 

7 DEPARTMENT OF SOCIAL AND REHABILITATION SERVICES TO PROVIDE FOR DIFFERING BENEFITS FOR 

8 PERSONS ENROLLED IN THE PROGRAM; SPECIFYING REQUIREMENTS FOR MANAGED HEAL TH CARE 

9 ENTITIES; PROVIDING REQUIREMENTS RELATING TO ENROLLEES OF THE PROGRAM; PROVIDING FOR 

10 PAYMENT REDUCTIONS AND ADJUSTMENTS; FIEQUIRl~JG Tl-IE EXCLUSIO~J OF SEFIVICES FOFI 

11 TREATMENT OF ME~JTAL DISOFIDERS; AUTHORIZINCS THE DEPARTMENT OF SOCIAL AND 

12 REHABILITATION SERVICES TO SEEK NECESSARY WAIVERS; PFIOVIDING FOFI CAPIT/\TED P/\YME~JTS; 

13 REQUIRING /\ REPORT; PROVIDING FOR OVERSIGHT BY THE LEGISLATIVE AUDITOR; PROVIDING A 

14 STATUTORY APPROPRIATION; AMENDING SECTIONS 17-7-502 AND 33-1-102, MCA; AND PROVIDING 

1 5 AN EFFECTIVE DA TE." 

16 

17 WHEREAS, the State of Montana is experiencing substantial rates of growth in Medicaid 

18 expenditures and the rate of growth in Medicaid expenditures is higher than the rate of growth of the state 

19 general fund; and 

20 WHEREAS, the increasing cost of Medicaid is limiting the ability of the Legislature to address other 

21 needs of the citizens of the state of Montana; and 

22 WHEREAS, it is the intent of the Legislature to promote the delivery of necessary medical care to 

23 Medicaid recipients in a cost-effective manner and to encourage providers and insurers to put in place 

24 programs that will improve the health of Medicaid recipients; and 

25 WHEREAS, the Legislature desires to promote the development of healthy competition among 

26 providers of medical care with respect to cost-effectiveness and innovation in the provision of services. 

27 

28 STATEMENT OF INTENT 

29 A statement of intent is required for this bill because [sections 1,4,5,6, and 7] grant rulemaking 

30 authority to the department of social and rehabilitation services and because [section 3] grants rulemaking 
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authority to the commissioner of insurance. 

2 The rules adopted by the department of social and rehabilitation services pursuant to [section 11 

3 must provide for the identification of persons eligible for enrollment in the integrated health care program. 

4 The rules adopted by the commissioner of insurance pursuant to [section 3] may provide for the 

5 elimination or reduction of any requirement found in Title 33, chapter 31, if the commissioner of insurance 

6 finds the requirement unnecessary for the operation of a managed care community network in a rural area 

7 or because of federal requirements for prepaid health plans. 

8 The rules adopted by the commissioner of insurance pursuant to [section 3] must set forth criteria 

9 for assessing the financial soundness of a managed care community network and must also establish 

10 reserve requirements, as determined appropriate by the commissioner, in the event that a managed care 

11 community network is declared insolvent or bankrupt. 

12 The rules adopted by the department of social and rehabilitation services pursuant to [section 41 

13 may provide for different benefit packages for different categories of persons enrolled in a managed health 

14 care entity. 

15 The rules adopted by the department of social and rehabilitation services pursuant to [section 5] 

16 must provide: 

17 ( 11 a definition of emergency care for purposes of reimbursing all providers of emergency care to 

18 persons enrolled in the program; 

19 (21 quality assurance and utilization review requirements for managed health care entities; and 

20 (31 a definition of community-based organizations with which managed health care entities are 

21 encouraged to seek cooperation. 

22 The rules adopted by the department of social and rehabilitation services pursuant to [section 61 

23 must provide for all fee-for-service and managed health care plan options for enrollees. 

24 Under [section 71, the department of social and rehabilitation services is required to adopt rules to 

25 provide for a method to reduce payments to managed health care entities, taking into consideration any 

26 adjustment payments to health care facilities for certain key services and the implementation. of 

27 methodologies to limit financial liability for managed health care facilities. 

28 

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

30 
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NEW SECTION. Section 1. Policy of medicaid managed care -- system for integrated health care 

2 services. It is the public policy of the state of Montana to adopt, to the extent practicable, a health care 

3 program that encourages the integration of health care services and that manages the health care of 

4 program enrollees to improve their health while preserving reasonable choice within a competitive and 

5 cost-efficient environment. In furtherance of this public policy, the department shall develop and implement 

6 an integrated health care program consistent with the provisions of [sections 1 through ++ QJ. The 

7 provisions of [sections 1 through++ QI apply only to the program created under [sections 1 through++ QJ. 

8 The department shall by rule identify persons eligible for enrollment in the program. The department shall 

9 inform enrollees of their choice, if any, among health care delivery systems. Persons enrolled in the 

1 O program may also be offered cost-effective indemnity insurance plans, subject to availability. 

11 

12 NEW SECTION. Section 2. Definitions. As used in [sections 1 through ++ QJ, the following 

13 definitions apply: 

14 (1) "Commissioner" means the commissioner of insurance provided for in 2-15-1903. 

15 (2) "Department" means the department of social and rehabilitation services. 

16 (3) "Health maintenance organization" means a health maintenance organization as defined in 

17 50-5-101. 

18 (4) "Managed care community network" or "network" means an entity, other than a health 

19 maintenance organization, that is owned, operated, or governed by licensed 13rovideFs of Aoalth eare 

20 seFvices within this state, ineltidinlJ 131'\ysieians anel hosf!itals, A PERSON and that provides or arranges 

21 managed health care services under contract with the department to enrollees of the program. 

22 (5) "Managed health care entity" or "entity" means a health maintenance organization or a 

23 managed care community network. 

24 (6l "PERSON" MEANS: 

25 (Al AN INDIVIDUAL; 

26 (Bl A GROUP OF INDIVIDUALS; 

27 (Cl AN INSURER, AS DEFINED IN 33-1-201; 

28 (D) A HEAL TH SERVICE CORPORATION, AS DEFINED IN 33-30-101; 

29 (El A CORPORATION, PARTNERSHIP, FACILITY, ASSOCIATION, OR TRUST; OR 

30 (Fl AN INSTITUTION OF A GOVERNMENTAL UNIT OF ANY STATE LICENSED BY THAT STATE 

~na Leo/stative Council 
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1 TO PROVIDE HEALTH CARE, INCLUDING BUT NOT LIMITED TO A PHYSICIAN, HOSPITAL, 

2 HOSPITAL-RELATED FACILITY, OR LONG-TERM CARE FACILITY. 

3 ™ill "Program" means the integrated health care program created by [sections 1 through++~]. 

4 

5 NEW SECTION. Section 3. Managed care community network. (1) A managed care community 

6 network shall comply with: 

7 (a) the requirements of Title 33, chapter 31, but the commissioner may by rule reduce or eliminate 

8 a requirement of Title 33, chapter 31, if the requirement is demonstrated to be unnecessary for the 

9 operation of the managed care community network in a rural area; 0f AND 

1 O (b) the federal requirements for prepaid health plans as provided in 42 CFR, part 434. 

11 (2) A managed care community network may contract with the department to provide any 

12 COMBINATION OF medicaid-covered health care services THAT IS ACCEPTABLE TO THE DEPARTMENT. 

13 (3) A managed care community network shall demonstrate its ability to bear the financial risk of 

14 servicing enrollees under the program. The commissioner shall by rule adopt criteria for assessing the 

15 financial soundness of a network. The rules must consider the extent to which a network is composed of 

16 providers who directly render health care and are located within the community in which they seek to 

17 contract rather than solely arrange or finance the delivery of health care. The rules must consider 

18 risk-bearing and management techniques, as determined appropriate by the commissioner. The rules must 

19 also consider whether a network has sufficiently demonstrated its financial solvency and net worth. The 

20 commissioner's criteria must be based on sound actuarial, financial, and accounting principles. The 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

commissioner is responsible for monitoring compliance with the rules. 

(4) A managed care community network may not begin o,.dration before the effective date of rules 

adopted by the commissioner under [sections 1 through ++ ~], the approval of any necessary federal 

waivers, and the completion of the review of an application submitted to the commissioner. THE 

COMMISSIONER MAY CHARGE THE APPLICANT AN APPLICATION REVIEW FEE FOR THE 

COMMISSIONER'S ACTUAL COST OF REVIEW OF THE APPLICATION. THE FEES MUST BE ADOPTED BY 

RULE BY THE COMMISSIONER. FEES COLLECTED BY THE COMMISSIONER MUST BE DEPOSITED IN AN 

ACCOUNT IN THE SPECIAL REVENUE FUND AND ARE STATUTORILY APPROPRIATED, AS PROVIDED IN 

17-7-502, TO THE COMMISSIONER TO DEFRAY THE COST OF APPLICATION REVIEW. 

(5) A health care delivery system that contracts with the department under the program may not 
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1 be required to provide or arrange for any health care or medical service, procedure, or product that violates 

2 religious or moral teachings and beliefs if that health care delivery system is owned, controlled, or 

3 sponsored by or affiliated with a religious institution or religious organization BUT MUST COMPLY WITH 

4 THE NOTICE REQUIREMENTS OF [SECTION 5(4)(C)). 

5 16) The commissioner shall adopt rules to protect managed care community networks against 

6 financial insolvency. Managed care community networks are subject to health maintenance protections 

7 against financial insolvency contained in 33-31-216 in the event that a managed care community network 

8 is declared insolvent or bankrupt. 

9 

10 NEW SECTION. Section 4. Different benefit packages. (1) The department may by rule provide 

11 for different benefit packages for different categories of persons enrolled in the program. Alcohol and 

12 substance abuse services, SERVICES FOR MENTAL DISORDERS, services related to children with chronic 

13 or acute conditions requiring longer-term treatment and followup, and rehabilitation care provided by a 

14 freestanding rehabilitation hospital or a rehabilitation unit may be excluded from a benefit package if those 

15 services are made available through a separate delivery system. An exclusion does not prohibit the 

16 department from developing and implementing demonstration projects for categories of persons or services. 

17 Benefit packages for persons eligible for medical assistance under Title 53, chapter 6, parts 1 and 4, may 

18 be based on the requirements of those parts and must be consistent with the Title XIX of the Social 

19 Security Act. [Sections 1 through ++ ~] apply only to services purchased by the department. 

20 (2) The program established by [sections 1 through++~] may be implemented by the department 

21 in various contracting areas at various times. The health care delivery systems and providers available 

22 under the program may vary throughout the state. A LICENSED managed health care entity must be 

23 permitted to contract in any geographic area for which it has a sufficient provider network and that 

24 otherwise meets the requirements of the state contract. 

25 

26 NEW SECTION. Section 5. Requirements for managed health care entities. I 1) A managed health 

27 care entity that contracts with the department for the provision of services under the program shall comply 

28 with the requirements of this section for purposes of the program. 

29 (2) The entity shall provide for reimbursement for health care providers for emergency care, as 

30 defined by the department by rule, that must be provided to its enrollees, including emergency room 
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- 5 - SB 388 



54th Legislature SB0388.03 

screening services and urgent care that it authorizes for its enrollees, regardless of the provider's affiliation 

2 with the managed health care entity. Health care providers must be reimbursed for emergency care in an 

3 amount not less than the department's rates for those medical services rendered by health care providers 

4 who are not under contract with the entity to enrollees of the entity. 

5 (3) The entity shall provide that any health care provider affiliated with a managed health care 

6 entity may also provide services on a fee-for-service basis to department clients who are not enrolled in a 

7 managed health care entity. 

8 (4) The entity shall provide client education services as determined and approved by the 

9 department, including but not limited to the following services: 

10 (a) education regarding appropriate use of health care services in a managed care system; 

11 (bl written disclosure of treatment policies and any restrictions or limitations on health services, 

12 including but not limited to physician services, clinical laboratory tests, hospital and surgical procedures, 

13 prescription drugs and biologicals, and radiological examinations; and 

14 le) written notice that the enrollee may receive from another provider those medicaid-covered 

15 services that are not provided by the managed health care entity BUT THAT ARE THE FINANCIAL 

16 RESPONSIBILITY OF THE ENTITY. 

17 (5) The entity shall provide that enrollees within its system will be informed of the full panel of 

18 health care providers. Contracts for the provision of services beyond 125 miles from the borders of 

19 Montana may not be entered into if services of comparable cost and quality are available within the state 

20 of Montana. 

21 (6) The entity may not discriminate in its enrollment or disenrollment practices among recipients 

22 of medical services or program enrollees based on health status. 

23 (7) For purposes of participation in the medicaid program, the entity shall comply with quality 

24 assurance and utilization review requirements established by the department by rule. 

25 (8) The entity shall require that each provider meets the standards for accessibility and quality of 

26 care established by law. The department shall prepare an annual report regarding the effectiveness of the 

27 standards on ensuring access and quality of care to enrollees. 

28 (9) The entity shall maintain, retain, and make available to the department records, data, and 

29 information, in a uniform manner determined by the department, that is sufficient for the department to 

30 monitor utilization, accessibility, and quality of care and that is consistent with accepted practices in the 
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health care industry. 

2 ( 10) Except for health care providers who are prepaid, the entity shall pay all approved claims for 

3 covered services that are correctly completed and submitted to the entity within 30 days after receipt of 

4 the claim or receipt of the appropriate capitation payment or payments by the entity from the state for the 

5 month in which the services included on the claim were rendered, whichever is later. If payment is not 

6 made or mailed to the provider by the entity by the due date under this subsection, an interest penalty of 

7 1 % of any amount unpaid must be added for each month or fraction of a month after the due date until 

8 final payment is made. [Sections 1 through 4-4- _m do not prohibit managed health care entities and health 

9 care providers from mutually agreeing to terms that require more timely payment. 

1 O ( 11) The entity shall seek cooperation with community-based programs provided by local health 

11 departments, such as the women, infants, and children food supplement program, childhood immunization 

12 programs, health education programs, case management programs, and health screening programs. 

13 ( 12) The entity shall seek cooperation with community-based organizations, as defined by rule of 

14 the department, that may continue to operate under a contract with the department or a managed health 

15 care entity under [sections 1 through 4-4- ft] to provide case management services to medicaid clients. 

16 I 13) A MANAGED HEAL TH CARE ENTITY THAT PROVIDES WRITTEN NOTICE PURSUANT TO 

17 SUBSECTION (4)(C) TO AN ENROLLEE OF MEDICAID-COVERED SERVICES AVAILABLE FROM ANOTHER 

18 PROVIDER IS RESPONSIBLE FOR PAYMENT FOR THOSE SERVICES BY ANOTHER PROVIDER. 

19 

20 NEW SECTION. Section 6. Requirements relating to enrollees. ( 1) All individuals enrolled in the 

21 program must be provided with a full written explanation of all fee-for-service and managed health care plan 

22 options as provided by rule. The department shall provide to' enrollees, upon enrollment in the program and 

23 at least annually, notice of the process for requesting an appeal under the department's administrative 

24 appeal procedures. The department shall maintain a toll-free telephone number for program enrollees' use 

25 in reporting problems with managed health care entities. 

26 (2) If an individual becomes eligible for participation in the program while the individual is 

27 hospitalized, the department may not enroll the individual in the program until after the individual has been 

28 discharged from the hospital. This subsection does not apply to a newborn infant whose mother is enrolled 

29 in the program. 

30 (3) The department shall, by rule, establish rates for managed health care entities that: 
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1 

2 

3 

4 

5 

6 

7 

8 

( a) are certified to be actuarially sound, as detern1iAed. by aA aet1cJary WA a Aas eiqiertise a Ad 

e1c13ori0Roo iA FReaieal iRslclraAee aAd beRefit 13ro!!JraFRs, in accordance with the department's current 

payment system; 

lb) take into account any difference of cost to provide health care to different populations based 

on age and eligibility category. The rates for managed health care entities must be determined on a 

capitated basis. 

le) are based on treatment settings reasonably available to enrollees. 

9 NEW SECTION. Section 7. Payment reductions and adjustments -- freedom to contract. ( 1) The 

1 O department shall by rule establish a method to reduce its payments to managed health care entities to take 

11 the following into consideration: 

12 (a) any adjustment payments paid to health care facilities under subsection (2)(b) to the extent that 

13 those payments or any part of those payments have been taken into account in establishing capitated rates 

14 under [section 5); and 

15 (b) the implementation of methodologies to limit financial liability for managed health care entities 

16 under [section 5). 

17 (2) For key services provided by a hospital that contracts with an entity, adjustment payments 

18 THAT ARE NOT INCLUDED IN CAPITATED RATES must be paid directly to the hospital by the department. 

19 Adjustment payments may include but need not be limited to: 

20 (a) adjustment payments to disproportionate share hospitals as defined by department rule; 

21 (b) perinatal center payments; and 

22 (c) payments for capital, direct medical education, indirect medical education, and certified 

23 registered nurse anesthetists. 

24 (3) For any hospital eligible for the adjustment payments described in this section, the department 

25 shall maintain, through the period ending June 30, 1996, reimbursement levels in accordance with statutes 

26 and rules in effect eR [tAe effeeti,,,e sate of tAis aet] AT THE TIME THE PAYMENTS ARE MADE. 

27 (4) [Sections 1 through++ ~I do not limit or otherwise impair the authority of the department to 

28 enter into a contract, negotiated pursuant to [sections 1 through++~), with a managed health care entity, 

29 including a health maintenance organization, that provides for termination or nonrenewal of the contract 

30 without cause upon notice as provided in the contract and without a hearing. IF AVAILABLE FUNDS ARE 
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1 NOT SUFFICIENT TO PROVIDE MEDICAL ASSISTANCE FOR ALL ELIGIBLE PERSONS, THE DEPARTMENT 

2 MAY SET PRIORITIES TO LIMIT, REDUCE, OR OTHERWISE CURTAIL THE AMOUNT, SCOPE, OR 

3 DURATION OF THE MEDICAL SERVICES MADE AVAILABLE UNDER THE MONTANA MEDICAID PROGRAM 

4 AND MANAGED CARE. 

5 

6 NEW SECTIO~L Seetien 8. Ser•,iees fer mental diserders. (11 Serviees provided te treat a A1ental 

7 disorder, as defined in e3 21 102, A1ust ee eiloludod freA1 a eenefit paekage. Medieal deto1Eifieation A1ay 

8 not ee oxeludeel. In 1:his sueseetion, sorvieos to treat a Alontal disorder ineludo, at a A1iniA1uA1, tho following 

9 sorviees funded ey tho departA1ent or the departA1ent of eorroetiens and huA1an serviees: 

10 (al in13atient hospital sorYisos, insluding related physieian sor>riees, related psyehiatrio interventiens, 

11 and pharmaeeutieal serviees previded to an eligil31o recipient hespitalizod with a primary Eliagnesis ef 

12 • psyehiatrie disorElor; 

13 1131 any other outpatient mental health sorvioos funded 13•; the department purs1:Jant ta the Montana 

14 medieaiEl program; 

15 lei partial hospitalization; ans 

16 (Ell follow1:Jp sta13ilization relates to any ef those serviees. 

17 (21 Additional serYieos ta treat a mental disorder may eo e1lOl1:Jdad 1:Jnder this soetion as mutually 

18 agreed in ·,witing 13·,· the Elepartment and the af#eeteEl state agone•; or agoneios. Tho e1rnl1:Jsion of any 

19 sor,•iee does not prehieit tho department froAl developing and iffiplementing EloA1onstration 13rojoets for 

20 categories of persons or soP,ioos. Tho state shall integrate managed earo eoffim1:Jnity notwerks ans 

21 affiliated health oaro providers, to tho 0Htent deterA1inod praetieaelo ey tho dopartffient, in any separate 

22 elolivary system for A1ontal health sorvieos. 

23 

24 NEW SECTION. Section 8. Waiver. The department may seek and obtain any necessary 

25 authorization provided under federal law to implement the program, including the waiver of any federal 

26 statutes or regulations. THE DEPARTMENT MAY NOT EXPAND ELIGIBILITY REQUIREMENTS UNLESS 

27 AUTHORIZED BY THE LEGISLATURE. The department may seek a waiver of the federal requirement that 

28 tho combined membership of medicare and medicaid enrollees in a managed health care entity may not 

29 exceed 75% of the managed health care entity's total enrollment. Tho department may not seek a waiver 

30 of the inpatient hospital reimbursement methodology in 42 U.S.C. 1396(a)(13) oven if tho federal agency 
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responsible for administering Title XIX determines that 42 U.S.C. 1396(a)( 13) applies to managed health 

2 care systems. 

3 

4 ~u;;w SECTION. Seotion 10. Additional reeiuiFements. (1) Tho 0013artmont mav take all 13lannin!J 

5 ans 13ro13aratory aetien neeessary to im13lement lsoetiens 1 threu§h 11], inoluein!! seel~in§ reEjuests for 

6 13re13osals rolatin§ to tho 13ro§ram eroatee uneer lseetions 1 threu!Jh 11]. 

7 (21 If a mana§eB health eare entity sees not reeeive its a1313ro13riate menthl•r ea13itation 13aymont 

8 within ao eavs after tho ea13itation 13a•,ment sue sate s13eeifieet in the eontraet 13etween the ee13artment ans 

9 the entity ans does not 13a·r a health eare 13ro·,idor's a1313rovod elaims for sor11iees rendered in that month, 

1 O whieh ha11e soon roeei•,•od 13y tho mana§ed health eare entity 13•1• the ea13itatien 13ayment sue sate, 13y the 

11 :30th aa•,i after the eapitatien 13a,·ment Eluo Elate, the E1013artment shall 13ay an interest penalw to the 13ro11ieer 

12 in tho amount of 1 % of the amount e•,..,ea to tho pro11iaer b•( the ontil'( fer eaeh month or fraetian of a 

13 month after the aOth say fellowin!J the ea13itation 13ayment sue sate, until final 13a,·ment is n1aao. 

14 (a) Upon tho written reEjuest of a pre11iaer, an entity shall 13ro•tido a written elaims status re13ort 

15 that ineluaes but is not limitea ta the fello•,,·in!J information relatin!J to elaims that have been subn1ittea ta 

16 the ontitv: 

1 7 (a) the sate of reeeipt; 

18 (bl tho an1eunt elain1ea; 

19 (el tho appro11al er aisa13pro\•al status; 

20 (a) tho amount a1313ro•1oa; ans 

21 (al whether tho entity has rnoei•,ea its ea13itatien pa•rment for the month the soP,iees wore 

22 renaeroa. 

23 ( 1) A health eare pro•,•idor that reeiuests tho 13aymont of an interest penalty from tho ao13artment 

24 unaer this seetion shall simultaneously sul3FRit a eo13•r of tho roEjuest ta all affeetea FRanaged health eare 

25 entities. 

26 (6) On Oetol3er 1, 1996, ans every ll months after that sate, the ae13artment shall prepare a report 

27 on the 13ro!Jress of tho f3FO!JFaA1. Tho re13ert n1ust inaieate the sa13aeities of tho mana§ea health eare entities 

28 .,.,.ith whieh the ae13artn1ent oontraots, the nun113er of elients enrolled by eaeh eenHaeMr, tho areas of the 

29 state in whieh n1ana!Jee eare 013tions do not e11ist, and the f)Fe!Jress tewara FReetin§ the enrollFRent 0oals 

30 of the pre0ran1. Copies of tho report FRust 13e sent to the !J011ern0r ans ta the le0islature. 
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1 NEW SECTION. Section 9. Legislative auditor -- oversight. ( 1) In order to prevent, detect, and 

2 eliminate fraud, waste, abuse, mismanagement, and misconduct and to determine that the program is 

3 administered fairly and effectively, the legislative auditor shall oversee all aspects of the managed care 

4 covered by [sections 1 through -14 ~]. 

5 (2) A medical provider may not be compelled to provide individual medical records of patients 

6 unless the records are provided in accordance with the provisions of the Government Health Care 

7 Information Act. State and local governmental agencies shall provide the requested information, assistance, 

8 or cooperation. 

9 (3) All inYestigations ACTIVITIES conducted by the legislative auditor must be conducted in a 

10 manner that ensures the preservation of evidence for use in criminal prosecutions. The legislative auditor 

11 may present for prosecution the findings of any investigatien ACTIVITY to the office of the attorney general 

12 or to United States attorneys in Montana. 

13 (4) The legislative auditor shall report all convictions, terminations, and suspensions taken against 

14 vendors, contractors, and health care providers to the department and to any agency responsible for 

15 licensing or regulating those persons or entities. 

16 (5) The legislative auditor shall make periodic reports, findings, and recommendations regarding 

1 7 its oversight activities authorized by this section. 

18 (6) [Sections 1 through -14 ~] do not limit investigations by the department that may otherwise be 

19 required by law or that may be necessary in the department's capacity as the central administrative 

20 authority responsible for administration of public aid programs in this state. 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

NEW SECTION. SECTION 10. APPLICABILITY TO MANAGED CARE COMMUNITY NETWORKS. 

A MANAGED CARE COMMUNITY NETWORK. AS DEFINED IN [SECTION 2), IS GOVERNED BY THE 

PROVISIONS OF THIS CHAPTER AND BY [SECTIONS 1 THROUGH 9), BUT THE COMMISSIONER MAY BY 

RULE REDUCE OR ELIMINATE A REQUIREMENT OF THIS CHAPTER IF THE REQUIREMENT IS 

DEMONSTRATED TO BE UNNECESSARY FOR THE OPERATION OF A MANAGED CARE COMMUNITY 

NETWORK. 

SECTION 11. SECTION 17-7-502. MCA, IS AMENDED TO READ: 

"17-7-502. Statutory appropriations -- definition -- requisites for validity. ( 1 ) A statutory 
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1 appropriation is an appropriation made by permanent law that authorizes spending by a state agency 

2 without the need for a biennial legislative appropriation or budget amendment. 

3 (21 Except as provided in subsection (41, to be effective, a statutory appropriation must comply 

4 with both of the following provisions: 

5 (al The law containing the statutory authority must be listed in subsection (3). 

6 (b) The law or portion of the law making a statutory appropriation must specifically state that a 

7 statutory appropriation is made as provided in this section. 

8 (3) The following laws are the only laws containing statutory appropriations: 2-9-202; 2-17-105; 

9 2-18-812; 3-5-901; 5-13-403; 10-3-203; 10-3-312; 10-3-314; 10-4-301; 15-1-111; 1 5-23-706; 

10 15-25-123; 15-31-702; 15-36-112; 15-37-117; 15-38-202; 15-65-121; 15-70-101; 16-1-404; 16-1-41 O; 

11 16-1-411; 17-3-106; 17-3-212; 17-5-404; 17-5-424; 17-5-704; 17-5-804; 17-6-101; 17-6-201; 17-6-409; 

12 17-7-304; 18-11-112; 19-2-502; 19-6-709; 19-9-1007; 19-15-101; 19-17-301; 19-18-512; 19-18-513; 

13 19-18-606; 19-19-205; 19-19-305; 19-19-506; 20-4-109; 20-8-111; 20-9-361; 20-26-1403; 20-26-1503; 

14 23-2-823; 23-5-136; 23-5-306; 23-5-409; 23-5-610; 23-5-612; 23-5-631; 23-7-301; 23-7-402; 

15 27-12-206; 32-1-537; 37-43-204; 37-51-501; 39-71-503; 39-71-907; 39-71-2321; 39-71-2504; 

16 44-12-206; 44-13-102; 50-5-232; 50-40-206; [section 3); 53-6-150; 53-24-206; 60-2-220; 61-2-107; 

17 67-3-205; 75-1-1101; 75-5-507; 75-5-1108; 75-11-313; 76-12-123; 77-1-808; 80-2-103; 80-2-222; 

18 80-4-416; 80-11-310; 81-5-111; 82-11-136; 82-11-161; 85-1-220; 85-20-402; 90-3-301; 90-4-215; 

19 90-6-331; 90-7-220; 90-9-306; and 90-14-107. 

20 (4) There is a statutory appropriation to pay the principal, interest, premiums, and costs of issuing, 

21 paying, and securing all bonds, notes, or other obligations, as due, that have been authorized and issued 

22 pursuant to the laws of Montana. Agencies that have entered into agreements authorized by the laws of 

23 Montana to pay the state treasurer, for deposit in accordance with 17-2-101 through 17-2-107, as 

24 determined by the state treasurer, an amount sufficient to pay the principal and interest as due on the 

25 bonds or notes have statutory appropriation authority for the payments. (In subsection (3): pursuant to 

26 sec. 7, Ch. 567, L. 1991, the inclusion of 19-6-709 terminates upon death of last recipient eligible for 

27 supplemental benefit; and pursuant to sec. 15, Ch. 534, L. 1993, the inclusion of 90-14-107 terminates 

28 July 1, 1995.)" 

29 

30 SECTION 12. SECTION 33-1-102, MCA. IS AMENDED TO READ: 
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1 "33-1-102. Compliance required -- exceptions -- health service corporations -- health maintenance 

2 organizations -- governmental insurance programs. ( 1) A person may not transact a business of insurance 

3 in Montana or relative to a subject resident, located, or to be performed in Montana without complying with 

4 the applicable provisions of this code. 

5 (2) The provisions of this code do not apply with respect to: 

6 la) domestic farm mutual insurers as identified in chapter 4, except as stated in chapter 4; 

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

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

9 13) This code applies to health service corporations as prescribed in 33-30-102. The existence of 

10 the corporations is governed by Title 35, chapter 2, and related sections of the Montana Code Annotated. 

11 (4) This code does not apply to health maintenance organizations or to managed care community 

12 networks, as defined in [section 2], to the extent that the existence and operations of those organizations 

13 are alltlctori2ea governed by chapter 31 or to the extent that the existence and operations of those networks 

14 are governed by [sections 1 through 9). 

15 (5) This code does not apply to workers' compensation insurance programs provided for in Title 

16 39, chapter 71, parts 21 and 23, and related sections. 

17 (6) This code does not apply to the state employee group insurance program established in Title 

18 2, chapter 18, part 8. 

19 (7) This code does not apply to insurance funded through the state self-insurance reserve fund 

20 provided for in 2-9-202. 

21 (8) (a) This code does not apply to any arrangement, plan, or interlocal agreement between political 

22 subdivisions of this state in which the political subdivisions undertake to separately or jointly indemnify one 

23 another by way of a pooling, joint retention, deductible, or self-insurance plan. 

24 (b) This code does not apply to any arrangement, plan, or interlocal agreement between political 

25 subdivisions of this state or any arrangement, plan, or program of a single political subdivision of this state 

26 in which the political subdivision provides to its officers, elected officials, or employees disability insurance 

27 or life insurance through a self-funded program." 

28 

29 NEW SECTION. Section 13. Codification instruction. ill [Sections 1 through 4-+ ~I are intended 

30 to be codified as an integral part of Title 53, chapter 6, and the provisions of Title 53, chapter 6, apply to 
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1 [sections 1 through -14 ~]. 

2 (2) [SECTION 1 OJ IS INTENDED TO BE CODIFIED AS AN INTEGRAL PART OF TITLE 33, CHAPTER 

3 31, AND THE PROVISIONS OF TITLE 33, CHAPTER 31, APPLY TO [SECTION 10). 

4 

5 NEW SECTION. Section 14. Effective date. [This act] is effective July 1, 1995. 

6 -END-
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