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ARRIERS WH OFFEH MANAEEAE ARE PmROVIDI G FOR STATE NETWORK AD &JCZCY AND
LA e '
CONTHACTS RELATING TO MANAGED CARE PLANS; PROVIDING REPORTING AND DISCLOSURE
REQUIREMENTS; PROVIDING FOR CONFIDENTIALITY OF HEALTH CARE INFORMATION; PROVIDING
DEFINITIONS; APPLYING PREMIUM (INCREASE RESTRICTIONS TO HEALTH MAINTENANCE
ORGANIZATIONS; REQUIRING HEALTH MAINTENANCE ORGANIZATIONS TO FILE FINANCIAL
STATEMENTS; REQUIRING PROTECTION AGAINST INSOLVENCY BY HEALTH MAINTENANCE
ORGANIZATIONS; AMENDING SECTIONS 33-22-1703, 33-22-1707,33-31-102, 33-31-111, 33-31-211,

AND 33-31-216, MCA; AND PROVIDING EFFECTIVE DATES AND AN APPLICABILITY DATE."

STATEMENT OF INTENT

A statement of intent is required for this bill because [sections 12, 13, and 22] require rules to be
adopted by the department of public health and human services.

The rules adopted hy the department must establish state network adequacy and quality assurance
standards for managed care plans that amplify [sections 8 through 29] and must provide greater detail
regarding specific means by which a health carrier meets the requirements of [sections 8 through 23].

A managed care plan accredited by a nationally recognized organization is not required to meet
some of the provisions of [sections 8 through 23], but the legislature acknowledges that small managed
care plans may not be capable of meeting all of the accreditation requirements of national accrediting
organizations.

In order to promote uniformity of standards applicable to all managed care plans, state quality
assurance standards for smali managed care plans must consist of standards that are at least the equivalent
of health plan employer data and information standards. Any other standards adopted must be appropriate
for quality assurance in Montana.

The department may refer reports of noncompliance by a health carrier to the commissioner for

corrective action. Under the department’s rulemaking authority, the department shall specify network
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adequacy and guality assurance review processes.

[Section 191 designates the department of public health and human services as the place for
insurance carriers to file documents related to managed care provider network adequacy and quality
assurance. The department shall adopt rules establishing procedures for filing these documents and shall
adopt rules specifying processes for amending or withdrawing documents already filed that relate to

network adequacy and guality assurance.

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

Section 1. Section 33-22-1703, MCA, is amended to read:

"33-22-1703. Definitions. As used in this part, the following definitions apply:

(1} "Emergency medical condition” means a condition manifesting itself by symptoms of sufficient

severity, including severe pain, that the absence of immediate medical attention could reasonably be

expected to result in any of the following:

{a} the covered person’s heaith would be in serious jeopardy;

(b} the covered person’s bodily functions would be seriously impaired: or

{c} a bodily organ or part would be seriously damaged.

{2] "Emergency services" means services provided-aftersuffering-an-aceidentatbodih-injury-orthe

{e}—a-hodiy-organ-orpartwowd-be-sereusiydarmaged: health care items or services furnished or

required to evaluate and treat an emergency medical condition.

£4(3) "Health benefit plan” means the health insurance policy or subscriber arrangement hetween
the insured or subscriber and the health care insurer that defines the covered services and benefit levels
available.

{3}(4) "Health care insurer” means:

{a} an insurer that provides disability insurance as defined in 33-1-207;
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(b} a health service corporation as defined in 33-30-101;

{c] ehealth-mantenance-ergamzationas-deftnedin-33-31-302;

{eh a fraternal benefit society as described in 33-7-105; or

+1{d] any other entity regulated by the commissioner that provides health coverage except a health

maintenance organization.

b)) " H‘ealth care services"” means health care services or products rendered or sold by a provider
within the scope of the provider’s license or legal authorization or services provided under Title 33, chapter
22, part 7.

B}6) "Insured” means an individual entitled to reimbursement for expenses of health care services
under a policy or subscriber contract issued or administered by an insurer.

837} "Preferred provider" means a provider or group cf providers who have contracted to provide
specified health care services.

#1(8) "Preferred provider agreement” means a contract between or on behalf of a health care
insurer and a preferred provider.

49 "Provider™ means an individual or entity licensed or legally authorized to provide health care
services or services covered within Title 33, chapter 22, part 7.

{93(10) "Subscriber” means a certificate holder or other person on whose behalf the health care

insurer is providing or paying for health care coverage.”

Section 2. Section 33-22-1707, MCA, is amended to read:
"33-22-1707. Rules. The commissioner shatpremuigate may adopt rules necessary to implement

the provisions of this part.”

Section 3. Section 33-31-102, MCA, is amended to read:
"33-31-102. Definitions. As used in this chapter, unless the context requires otherwise, the
following definitions apply: ,
{1) "Basic heaith care services" means:
(a) consultative, diagnostic, therapeutic, and referral services by a provider;
(b} inpatient hospital and provider care;
{c} outpatient medical services;
Legislative
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(d) medical treatment and referral services;

(e) accident and sickness services by a provider to each newborn infant of an enrollee pursuant
ro 33-31-3011(3)(e);

(f) care and treatment of mental iiiness, alcoholism, and drug addiction;

(gl diagnostic laboratory and diagnostic and therapeutic radiologic servif:es;

(h} preventive health services, including:

{i) immunizations;

(i} well-child care from birth;

(iii} periodic heaith evaluations for adults;

(iv) voluntary family planning services;

{v) infertility services; and

(vi} chiidren’s eye and ear examinations conducted to determine the need for vision and hearing
correction;

i) minimum mammography examination, as defined in 33-22-132; and

(j) treatment for phenylketonuria. "Treatment” means licensed professional medical services under
the supervision of a physician and a dietary formula product to achieve and maintain normalized blood levels
of phenylalanine and adequate nutritional status.

{2} "Commissioner” means the commissioner of insurance of the state of Montana.

(3) "Enrollee" means a person:

{a} who enrolls in or contracts with a health maintenance organization;

(b) on whose behalif a contract is made with a health maintenance organization to receive health
care services; or

{c} on whose behalf the health maintenance organization contracts to receive health care services.

{4} "Evidence of coverage" means a certificate, agreerment, policy, or contract issued to an enrollee
setting forth the coverage to which the enrollee is entitled.

{b) "Health care services" means:

{a) the services included in furnishing medical or dental care to a person;

{b) the services included in hospitalizing a person;

{c) the services incident to furnishing medical or dental care or hospitalization; or

{d) the services included in furnishing to a person other services for the purpose of preventing,
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alleviating, curing, or healing illness, injury, or physical disability.

{8) "Health care services agreement” means an agreement for health care services between a
health maintenance organization and an enroliee.

{7) "Health maintenance organization™ means a person who provides or arranges for hasic health
care services to enrollees on a prepaid e~stherHraneial basis, either directly through provider employees

or through contractual or other arrangements with a provider or a group of providers. This subsection does

not iimit methods of provider payments made by health maintenance organizations.

{8) "Insurance producer” means an individual, partnership, or corporation appointed or authorized
by a health maintenance organization to solicit applications for health care services agreements on its
behalf.

{9) "Person” means:

{a) an individual;

(b) a group of individuals;

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

{d} a health service corporation, as defined in 33-30-101;

{e} a corporation, partnership, facility, association, or trust; or

{f) an institution of a governmental unit of any state licensed by that state to provide health care,
including but not limited to a physician, hospital, hospital-related facility, or long-term care facility.

{10} "Plan” means a health maintenance organization operated by an insurer or health service
carporation as an integral part of the corporation and not as a subsidiary.

{11} "Provider’ means a physician, hospital, hospital-related facility, long-term care facility, dentist,

asteopath, chiropractor, optometrist, podiatrist, psychologist, licensed social worker, registered pharmacist,

or purse-speciatst advanced practice registered nurse as specifically listed in 37-8-202 who treats any
iliness or injury within the scope and limitations of his the provider’s practice or any other person who is
licensed or otherwise authorized in this state to furnish health care services.

(12} "Uncovered expenditures” mean the costs of health care services that are covered by a health
maintenance organization and for which an enrollee is liable if the health maintenance arganization becomes

insolvent."”

Section 4. Section 33-31-111, MCA, is amended to read:
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"33-31-111. Statutory construction and relationship to other laws. {1) Except as otherwise
provided in this chapter, the insurance or health service corporation laws do not apply to any health
maintenance organization authorized to transact business under this chapter. This provision does not apply
to an insurer or health service corporation licensed and regulated pursuant to the insurance or health service
corporation laws of this state except with respect to its health maintenance organization activities
authorized and regulated pursuant to this chapter.

{2) Solicitation of enrollees by a health maintenance organization granted a certificate of authority
or its representatives may-aatbeeonstraed—as is not a violation of any law relating to solicitation or
advertising by health professionals.

(3} A health maintenance crganization authorized under this chapter may-Rotbe-censidered-tebe
is_not practicing medicine and is exempt from Title 37, chapter 3, relating te the practice of medicine.

(4) Fhe-prewisions-ofthis This chapter de does not exempt a health maintenance organization from
the appticable certificate of need requirements under Title 50, chapter 5, parts 1 and 3.

{b) The-provisions-eofthis This section de does not exempt a health maintenance organization from
material transaction disclosure requirements under 33-3-701 through 33-3-704. A health maintenance
organization must be considered an insurer for the purposes of 33-3-701 through 33-3-704.

(6] This section does not exempt a heaith maintenance organization from network adequacy and

guality assurance reguirements provided under [sections 8 through 29]."

Section 5. Section 33-31-211, MCA, is amended to read:

"33-31-211. Annual statermenrt statements -- revocation for failure to file -- penalty for false
swearing. (1} Unless it is operated by an insurer or a health service corporation as a plan, each authorized
health maintenance organization shall annually on or before March 1 file with the commissioner a full and
true statement of its financial condition, transactions, and a'ffairs as of the preceding December 31. The
statement must be in the general form and content required by the commissioner. The statement must be
verified by the oath of at ieast two principal officers of the health maintenance organization. The

commissioner may if-his—diseration waive any verification under oath. In addition, a health maintenance

organization shail, unless it is operated by an insurer or a heaith service corporation as a plan, annually file

on or before June 1 an audited financial statement.

(2) At the time of filing #s the annual statement required by March 1, the health maintenance
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organization shall pay the commissioner the fee for filing #s the statement as prescribed in 33-31-212. The
cammissioner may refuse to accept the fee for continuance of the insurer’s certificate of authority, as
provided in 33-31-212, or may in his discretion suspend or revoke the certificate of authority of a health
maintenance organization that fails to file an annual statement when due.

{3) The commissioner may, after notice and hearing, impcse a fine not to exceed $5,000 per for
each violation upon a director, officer, partner, memher, insurance producer, or employee of a health
maintenance organization who knowingly subscribes to or concurs in making or publishing an annual
statement required by faw that contains a material statement whieh that is false.

(4) The commissioner may require sueh reports as-he-esnsiders considered reasonably necessary

and appropriate to enable his the commissioner to carry out ks duties required of the commissioner under

this chapter, including but not limited to a statement of operations, transactions, and affairs of a health

maintenance organization operated by an insurer or a health service corporation as a plan.”

Section 6. Section 33-31-216, MCA, is amended to read:

"33-31-216. Protection against insolvency. {1} Except as provided in subsections (4] through {7},
each authorized health maintenance organization shall deposit with the commissioner cash, securities, or
any combination of cash or securities acceptable 1o the commissioner in the amount set forth in this
section.

(2} The amount of the deposit for a health maintenance organization during the first year of its

operation mustbethegreaterof

+e4—-$-1006-000 is_$200,000.

{3} At the beginning of each succeeding year, unless not applicable, the health maintenance

organization shall deposit with the commissioner cash, securities, or any combination of cash or securities
acceptable to the commissioner, in an amount equal to 4% of its estimated annual uncovered expenditures
for that year.

{4) Unless not applicable, a health maintenance organization that is in operation on Cctober 1,
1987, shall make a deposit equal to the greater of:

{a) 1% of the preceding 12 months’ uncovered expendituras; or
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(6) The commissioner may w—his—diserction waive any of the deposit requirements set farth in

subsections (1) through (4) whenever ke the commissioner is satisfied that:

{a) the health maintenance organization has sufficient net worth and an adequate history of
generating net income to assure ensure its financial viability for the next year;

(b} the health maintenance organization's performance and obligations are guaranteed by an
organization with sufficient net worth and an adeguate history of generating net income; or

(c) the health maintenance organization’s assets or its contracts with insurers, health service
carporations, governments, or other organizations are reasonably sufficient to assure the performance of
its obligations.

(6) When a health maintenance organization achieves a net worth not including land, buildings, and
equipment of at least $1 million or achieves a net worth including organization-related ‘Iand, buildings, and
equipment of at least $5 million the annual deposit requirement under subsection {3) does not appty. The
annual deposit requirement under subsection (3) does not apply to a health maintenance organization if the
total amount of the accumulated deposit is greater than the capital requirement for the formation or
admittance of a disability insurer in this state. i the health maintenance organization has a guaranteeing
organization that has been in operation for at least 5 years and has a net worth not including land,
buildings, and eguipment of at least $1 million or that has been in operation for at least 10 years and has
a net worth including organization-related land, buildings, and equipment of at least $5 million, the annual
deposit requirement under subsection (3) does not apply. If the guaranteeing organization is sponsoring
more than one health maintenance organization, however, the net worth requirement is increased by a
muitiple equat to the number of sueh those health maintenance organizations. This reguirement to maintain
a deposit in excess of the deposit required of a disability insurer does not apply during any time that the

guaranteeing organization maintains for each health maintenance organization it sponsors a net worth at
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least equal to the capital and surplus requirements for a disability insurer.

{7} Allincome from deposits belengs to the depositing health maintenance organization and must
be paid to it as it becomes available. A health maintenance organization that has made a securities deposit
may withdraw the deposit or any part of it after making a substitute deposit of cash, securities, or any
combination of cash or securities of equal amount and value. A health maintenance organization may not
substitute securities without prior approval by the commissioner,

{8) In any year in which an annual deposit is not required of a health maintenance organization,
at the health maintenance crganization’s request, the commissioner shall reduce the previously accumulated
deposit by $100,000 for each $250,000 of net worth in excess of the amount that allows the heaith
maintenance organization to be exempt from the annual deposit requirement. If the amount of net worth
no longer supports a reduction of its required deposit, the health maintenance organization shall immediately

redeposit $100,000 for each $250,000 of reduction in net worth—execept-that-+s. However, the heaith

maintenance organijzation’s total deposit may not be required to exceed the maximum required under this
section.

(9) Uniess it is operated by an insurer or a health service corporation as a plan, each health
maintenance organization skal must have a minimum capital of at least $200,000 in addition to any deposit
requirements under this section. The capital account must be in excess of any accrued liabitities and be in
the form of cash, securities, or any combination of cash or securities acceptable to the commissioner.

{10) Each health maintenance organization shaill demonstrate that if it becomes insolvent:

{a) enrollees hospitalized on the date of insolvency wili be covered until discharged; and

(b} enrollees will be entitled to similar alternate insurance coverage that does not contain any

medical underwriting or preexisting limitation requirements.”

NEW SECTION. Section 7. Premium increase restriction -- exception. {1} A health maintenance

organization may not increase a premium for an individual’s or an individual’s group health care services
agreement more frequently than once during a 12-month period unless failure to increase the premium more
frequently than once during the 12-month periocd would:

{a) place the health maintenance organization in violation of the laws of this state; or

(b) cause the financial impairment aof the health maintenance organization to the extent that further

transaction of insurance by the health maintenance organization would injure or be hazardous to its
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enrollees or to the public.
{2) Subsection (1) does not apply to a premium increase necessitated by a state or federal law, by

a court decision, by a state rule, or by a federal regulation.

NEW SECTION. Section 8. Short title. [Sections 8 through 29] may be cited as the "Managed Care

Plan Network Adequacy and Quality Assurance Act".

NEW SECTION. Section 9. Purpose. The purpose and intent of {sections 8 through 29] are 1o0:

{1) establish standards for the creation and maintenance of networks by health carriers offering
managed care plans and 10 ensure the adequacy, accessibility, and quality of health care services offered
under a managed care plan by establishing requirements for written agreements between health carriers
offering managed care plans and participating providers regarding the standards, terms, and pro-wswons
under which the participating provider will provide services 1o covered persons;

(2) provide for the implementation of state network adequacy and quality assurance standards in
administrative rules, provide for monitoring compiiance with those standards, and provide a mechanism for
detecting and reporting violations of those standards to the commissioner;

(3) establish minimum criteria for the quality assessment activities of a health carrier issuing a
closed plan or a combination pian and to require that minimum state guality assessment criteria be adopted
by rule;

(4) enabl‘e health carriers ta evaluate, maintain, and improve the quality of health care services
provided to covered persons; and

{5) provide a streamlined and simplified process by which managed care network adequacy and
quality assurance programs may be monitored for compliance. It is not the purpose or intent of [sections
8 through 29] to apply quality assurance standards applicable to medicaid or medicare to managed care
plans regulated pursuant to {sections 8 through 29] or to create or require the creation of quality assurance

programs that are as comprehensive as quality assurance programs applicable to medicaid or medicare.

NEW SECTION. Section 10, Definitions. As used in [sections 8 through 29]-, the following

definitions apply:

{1} "Closed plan® means a managed care plan that requires covered persons to use only
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participating providers under the terms of the managed care plan.

(2) "Combination plan” means an open plan with a closed component.

{31 "Covered benefits" means those health care services to which a covered person is entitled
under the terms of a health benefit plan.

{4) "Covered person” means a policyholder, subscriber, or enrollee or other individual participating
in a health benefit plan.

(b) "Department" means the department of public health and human services established in
2-15-2201.

{6) "Emergency medical condition” means a condition manifesting itself by symptoms of sufficient
severity, including severe pain, that the absence cof immediate medical attention could reasonably be
expected to result in any of the following:

{a) the covered person’s health would be in serious jecpardy;

(b} the covered person’s bodily functions would be seriously impaired; or

{c) a bodily organ or part wouid be seriously damaged.

{7} "Emergency services” means health care items and services furnished aor required to evaluate
and treat an emergency medical condition.

{8) "Facility” means an institution providing health care services or a health care setting, including
but not limited to a hospital, medical assistance facility, as defined in 50-5-101, or other licensed inpatient
center, an ambulatory surgical or treatment center, a skilled nursing center, a residential treatment center,
a diagnostic, laboratory, or imaging center, or a rehabilitation or other therapeutic health setting.

{9) "Health benefit ptan" means a pclicy, contract, certificate, or agreement entered into, ocffered,
or issued by a health carrier to provide, deliver, arrange for, pay for, or reimburse any of the costs of health
care services,

(10) "Health care professional” means a physician or other health care practitioner licensed,
accredited, or certified pursuant to the laws of this state to perform specified health care services
consistent with state law.

(11) "Health care provider” or "provider” means a health care professional or a facility.

(12} "Health care services"” means services for the diagnosis, prevention, treatment, cure, or relief
of a health condition, iliness, injury, or disease.

(13} "Health carrier” means an entity subject to the insurance faws and rules of this state that
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contracts, offers to contract, or enters into an agreement to provide, deliver, arrange for, pay for, or
reimburse any of the costs of health care services, including a disability insurer, health maintenance
organization, or health service corporation or another entity providing a health benefit plan.

(14} "Intermediary” means a person authorized to negotiate, execute, and be a party to a contract
between a health carrier and a provider or between a health carrier and a network.

(15} "Managed care plan” means a health benefit plan that either requires or creates incentives,
including financial incentives, for a covered person to use health care providers managed, owned, under
confract with, or employed by a heaith carrier, but not preferred provider organizations or other provider
networks operated in a fee-for-service indemnity envirgnment,

(16} "Medically necessary™ means services or supplies that are necessary and appropriate for the
treatment of a covered person’s emergency medical condition or for the preventive care of a covered person
according to accepted standards of medical practice.

{17} "Network” means the group of participating providers that provides heaith care services to
a managed care plan.

{18} "Open plan” means a managed care plan other than a closed plan that provides incentives,
including financial incentives, for covered persons to use participating providers under the terms of the
managed care plan.

{19} "Participating provider" means a provider who, under a contract with a health carrier or with
the health carrier’s contractor, subcontractor, or intermediary, has agreed to provide health care services
to covered persons with an expectation of receiving payment, other than coinsurance, copayments, or
deductibles, directly or indirectly from the health carrier.

{20} "Primary care professional” means a participating health care professional designated by the
health carrier 10 supervise, coordinate, or provide initial care or continuing care to a covered person and
who may be required by the health carrier to initiate a referral for specialty care and to maintain supervision
of health care services rendered to the covered person.

{21) "Quality assessment" means the measurement and evaluation of the guality and outcomes
of medical care provided to individuals, groups, or populations.

(22} "Quality assurance” means quality assessment and quality improvement.

(23} "Quality improvement" means an effort to improve the processes and outcomes related to the

provision of health care services within a health plan.
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NEW SECTION. Section 11. Applicability and scope. [Sections B through 29] apply to all health

carriers that offer managed care plans. [Sections 8 through 29] do not exempt a health carrier from the
applicable requirements of federal law when providing a managed care plan to medicare recipients or from
the applicable requirements of federal law or Title 53, chapter 6, when providing a managed care plan to

medicaid recipients,

NEW SECTION. Section 12. Department -- general powers and duties -- rulemaking. (1} The

department shatl:

{a) adoptrules pursuant to the Montana Administrative Procedure Act establishing minimum state
standards for network adequacy and quality assurance and procedures for ensuring compliance with those
standards; and

{b) recommend action to the commissioner against a health carrier whose managed care plan does
not comply with standards for network adequacy and quaiity assurance adopted by the department.

{2} Quality assurance standards adopted by the department must consist of some but not all of the
health plan employer data and information standards. The department shall select and adopt only standards
appropriate for quality assurance in Montana.

(3) The state may contract, through a competitive bidding process, for the development of network

adeguacy and quality assurance standards.

NEW SECTION. Section 13. Network adequacy -- standards -- access plan required. (1) A health
carrier affering a managed care plan in this state shall maintain a network that is sufficient in numbers and
types of providers to ensure that ail services to covered persons are accessible without unreasonable delay.
Sufficiency in number and type of provider is determined in accardance with the requirements of this
section. Covered persons must have access to emergency care 24 hours a day, 7 days a week. A heaith
carrier providing a managed care plan shall use reasonable criteria to determine sufficiency. The criteria
may include but are not limited to:

{a) a ratio of specialty care providers to covered persons;

{b) aratio of primary care providers to covered persons;

{c) geographic accessibility;

(d) waiting times for appointments with participating providers;
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{e) hours of operation; or

() the volume of technological and specialty services available to serve the needs of covered
persons reguiring technologicaily advanced or specialty care.

(2) Whenever a heaith carrier has an insufficient number or type of participating providers to
provide a covered benefit, the health carrier shall ensure that the covered person obtains the covered
benefit at no greater cost to the covered person than if the covered benefit were obtained from participating
providers or shall make other arrangements acceptable to the department.

{3) The health carrier shall establish and maintain adequate provider networks to ensure reasonable
proximity of participating providers to the businesses or personal residences of covered persons. In
determining whether a health carrier has complied with this requirement, consideration must he given to
the relative availability of health care providers in the service area under consideration.

{4) A health carrier shall monitor, on an ongoing basis, the ability, clinical capacity, financiat
capability, and legal authority of its providers to furnish all covered benefits to covered persons.

(5] A health carrier offering a managed care plan in this state on October 1, 1998, shall file with
the department on Qctober 1, 1998, an access plan complying with subsection (7} and the rules of the
department. A health carrier offering a managed care plan in this state for the first time after Qctober 1,
1998, shall file with the department an access pian meeting the requirements of subsection (7) and the
rules of the department before offering the managed care plan. A plan must be filed with the department
in a manner and form complying with the rules of the department. A health carrier shall file any subsequent
material changes in its access plan with the department within 30 days of implementation of the change,

{6) A health carrier may request the department to designate parts of its access plan as proprietary
ar competitive information, and when designated. that part may not be made public. Far the purposes of
this section, information is proprietary or competitive if revealing the information would cause the heatth
carrier’'s competitors to obtain valuable business information, A health carrier shall make the access plans,
absent proprietary information, available on its business premises and shall provide a copy of the plan upon
request.

{7) An access plan for each managed care plan offered in this state must describe or contain at
least the following:

(a} alisting of the names and specialties of the health carrier’s participating providers;

(b} the health carrier's procedures for making referrals within and outside its network:
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{c) the health carrier’s process for monitoring and ensuring on an ongoing basis the sufficiency of
the network tc meet the health care needs of populations that enroli in the managed care plan;

{d} the health carrier’'s efforts to address the needs of covered persons with timited English
proficiency and illiteracy, with diverse cultural and ethnic backgrounds, and with physical and mental
disabilities;

{e) the health carrier’s methods for assessing the health care needs of covered persons and ther
satisfaction with services;

{f) the health carrier’'s method of informing covered persons of the plan’s services and féatures,
including but not limited to the plan’s grievance procedures, its process for choosing and changing
providers, and its procedures for providing and approving emergency and specialty care;

{g} the health carrier’s system for ensuring the coordination and continuity of care for covered
persons referred to specialty physicians and for covered persons using ancillary services, includiné social
services and other community resources, and for ensuring appropriate discharge planning;

{h} the health carrier’s process for enabling covered persons to change primary care professionals;

(i} the health carrier’s proposed plan for providing continuity of care in the event of contract
termination between the health carrier and a participating provider or in the event of the health carrier’s
insolvency or other inability to continue operations. The description must explain how covered persons will
be notified of the contract termination or the health carrier’s insolvency or other cessation of operations
and be transferred to other providers in a timely manner.

{(j) any other information required by the department to determine compliance with [sections 13

through 21] and the rules implementing [sections 13 through 21].

NEW SECTION. Section 14. Provider responsibility for care -- contracts -- prohibited collection

practices. {1} A health carrier offering a managed care plan shall establish a mechanism, described in detail
in the contract, by which a participating provider will be notified on an ongoing basis of the covered health
care services for which the participating provider is responsible, including any limitations or conditions on
those health care services.

{2} A contract between a health carrier and a participating provider must set forth a hold harmless
provision specifying protection for covered persons. This requirement is met by including in a contract a

provision substantially the same as the foliowing:
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"The provider agrees that the provider may not tor any reason, including but not limited to
nonpayment by the health carrier or intermediary, insolvency of the health carrier or intermediary, or breach
of this agreement, bill, charge, collect a deposit, seek compensation, remuneration, or reimbursement, or
have any recourse from or against a covered person or a persen other than the health carrier or intermediary
acting on behalf of the covered person for services provided pursuant to this agreement. This agreement
does not prohibit the provider from coilecting coinsurance, copayments, or deductibles, as specifically
provided in the evidence of coverage, or fees for uncovered services delivered on a fee-for-service hasis
to a covered persen. This agreement does not prohibit a provider, except a health care professional who
is employed full-time on the staff of a health carrier and who has agreed to provide services exclusively to
that health carrier’'s covered persons and no others, and a covered person from agreeing to continue
services solely at the expense of the covered person if the provider has clearly informed the covered person
that the health carrier may not cover or cantinue ta cover a specific service or services. Except as provided
in this agreement, this agreement does not prohibit the provider from pursuing any Iégal remedy available
for obtaining payment for services from the health carrier.”

(3} A contract between a health carrier and a participating provider must state that if a health
carrier or intermediary becomes insaolvent or otherwise ceases operations, covered benefits to covered
persons will continue through the end of the period for which a premium has been paid to the health carrier
on behalf of the covered person, but not to exceed 30 days, or until the covered person’s discharge from
an inpatient facility, whichever occurs last. Covered benefits to a covered person confined in an inpatient
facility on the date of insolvency or other cessation of operations must be continued by a provider until the
confinement in an inpatient facility is no fanger medically necessary.

{4) The contract provisions that satisfy the requirements of subsections {2) and (3) must be
construed in favor of the covered person, survive the termination of the contract regardiess of the reason
for termination, including the insolvency of the health carrier, and supersede an oral or written contrary
agreement between a participating provider and a covered person or the representative of a covered person
if the contrary agreement is inconsistent with the hold harmiess and continuation of covered benefits
provisions required by subsections {2} and {3).

(5} A participating provider may not collect or attempt to coliect from a covered persan money.

owed to the provider by the health carrier.
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NEW SECTION. Section 15. Selection of providers -- professional credentials standards. {1) A

heaith carrier shall adapt standards for selecting participating providers who are primary care professionals
and for each health care professional specialty within the health carrier’s network. The health carrier shall
use the standards to select health care professionals, the health carrier’s intermediaries, and any provider
network with which the health carrier contracts. A health carrier may not adopt selection criteria that allow
the health carrier to:

{a) avoid high-risk populations by excluding a provider because the provider is located in a
geographic area that contains populations or providers presenting a risk of higher than average claims,
losses, or use of health care services; or

{b} exclude a provider because the provider treats or specializes in treating populations presenting
a risk of higher than average claims, losses, or use of health care services.

{2} Subsection (1) does not prohibit a health carrier from declining to select a provider who fails
to meet the other legitimate selection criteria of the health carrier adopted in compliance with {sections 13
through 21] and the rules implementing [sections 13 through 21].

{3) [Sections 13 through 21] do not require a health carrier, its intermediary, or a provider network
with which the health carrier ar its intermediary contract to employ specific providers or types of providers
who may meet their selection criteria or to contract with or retain more providers or types of providers than
are necessary to maintain an adequate network.

{4} A health carrier may use criteria established in accordance with the provisions of this section
to select health care professionals allowed to participate in the health carrier’s managed care pian. A health
carrier shall make its selection standards for participating providers available for review by the department

and by each health care professional who is subject to the selection standards.

NEW SECTION. Section 16. Health carriers -- general responsibilities. {1) A health carrier offering
a managed care plan shall notify, in writing, prospective participating providers af the participating
praviders’ responsibilities concerning the health carrier’s administrative policies and praograms, including but
not limited 1o payment terms, utilization reviews, the guality assurance program, credentialing, grievance
procedures, data reporting requirements, confidentiality requirements, and applicable federal or state
requirements.

{2} A health carrier may not offer an inducement under a managed care plan to a participating
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provider to provide less than medicalty necessary services to a covered person.

(3) A health carrier may not prohibit a participating provider from discussing a treatment option
with a covered person or from advocating on behalf of a covered person within the utilization review or
grievance processes established by the health carrier or a person contracting with the health carrier.

{4) A health carrier shall require a participating provider to make health records available to
appropriate state and federal authorities, in accordance with the applicable state and federal laws related
to the confidentiality of medical or health records, when the authorities are involved in assessing the quality
of care or investigating a grievance or complaint of a covered person.

{5} A health carrier and participating provider shall provide at least 60 days’ written notice to each
other before terminating the contract between them without cause. The health carrier shall make a good
taith effort to provide written notice of a termination, within 15 working days of receipt or issuance of a
notice of termination from or to a participating provider, to all covered persons who are patients seen on
a regular basis by the participating provider whose contract is terminating, irrespective of whether the
termination is for cause or without cause. If a contract termination involves a primary care professional,
all covered persons who are patients of that primary care professional must be notified.

{6} A heaith carrier shall ensure that a particinating provider furnishes covered benefits to all
covered persons without regard to the covered person’s enrollment in the plan as a private purchaser or
as a participant in a publicly financed program of health care services. This requirement does not apply to
circumstances in which the participating ‘provider should not render services because of the participating
provider’s lack of training, experience, or skill or because of a restriction on the participating provider’'s
license.

{7) A health carrier shall notify the participating providers of their obligation, if any, to collect
applicabte coinsurance, copayments, or deductibles from covered persons pursuant to the evidence of
coverage or of the participating providers’ obligations, if any, to notify covered persons of the covered
persons’ personal financial obligations for noncovered benefits.

{8) A health carrier may not penalize a participating provider because the participating provider,
in good faith, reports ta state or federal authorities an act or practice by the health carrier that may
adversely affect patient heaith or welfars.

(9} A heaith carrier shall establish a mechanism by which a participating provider may determine
in a timely manner whether or not a person is covered by the health carrier.
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{10) A health carrier shall establish procedures for resolution of administrative, payment, or other
disputes between the health carrier and participating providers.

{11} A contract between a health carrier and a participating provider may not contain definitions
or other provisions that conflict with the definitions or provisions contained in the managed care plan or
[sections 8 through 23].

(12) A contract between a health carrier and a participating provider shall set forth all of the
responsibilities and obligations of the provider either in the contract or documents referenced in the
contract. A health carrier shall make its best effort to furnish copies of any reference documents, if

requested by a participating provider, priar to execution of the contract.

NEW SECTION. Section 17. Emergency services. {1} A health carrier offering a managed care plan
shall provide or pay for emergency services screening and emergency services and may not require prior
authorization for either of those services. It an emergency services screening determines that emergency
services or emergency services of a particular type are unnecessary for a covered person, emergency
services or emergency services of the type determined unnecessary by the screening need not be covered
by the health carrier unless otherwise covered under the health benefit plan. However, if screening
determines that emergency services or emergency services of a particular type are necessary, those
services must be covered by the health carrier. A health carrier shall cover emergency services if the health
carrier, acting through a participating provider or other authorized representative, has authorized the
provision of emergency services.

(2) A heaith carrier shall provide or pay for emergency services obtained from a nonnetwork
provider within the service area of a managed care plan and may not require prior authorization of those
services if use of a participating provider would result in a delay that would worsen the medical condition
of the covered person or if a provision of federal, state, or local law requires the use of a specific provider.

(3) If a participating provider or other authorized representative of a health carrier authorizes
emergency services, the health carrier may not subsequently retract its authorization after the emergency
services have been provided or reduce payment for an item or health care services furnished in reliance on
approval unless the approval was based on a material misrepresentation about the covered person’s medical
condition made by the provider of emergency services.

{4) Coverage of emergency services is subject to applicable coinsurance, copayments, and
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deductibles.
{6) For postevaluation or poststabilization services required immediately after receipt of emergency
services, a health carrier shall provide access to an authorized representative 24 hours a day, 7 days a

week, to facilitate review.

NEW SECTION. Section 18. Use of intermediaries -- responsibilities of health carriers,

intermediaries, and providers. {1} A health carrier is responsible for complying with applicable provisions
of {sections 8 through 29], and contracting with an intermediary for all or some of the services for which
a health carrier is responsible does not relieve the health carrier of responsibility for compliance.

{2) A health carrier may determine whether a subcontracted provider participates in the provider’s
own network or a contracted network for the purpose of providing covered benefits to the health carrier’'s
covered persons. .

(3} A health carrier shall maintain copies of all intermediary health care subcontracts at the health
carrier's principal place of business in this state or ensure that the health carrier has access to all
intermediary subcontracts, including the right 1o make copies of the contracts, upon 20 days' prior written
notice from the heaith carrier.

(4) f required in a contract or otherwise by a health carrier, an intermediary shall transmit utilization -
documentation and claims-paid dacumentation to the health carrier. The health carrier shall monitor the
timeliness and appropriateness of payments made to providers and health care services received by covered
persons. This duty may not be delegated to an intermediary by a health carrier.

{5) If required in & contract or otherwise by a health carrier, an intermediary shall maintain the
books, records, financial information, and documentation of services provided to covered persons at its
principal piace of business in the state and preserve them for 5 years in a manner that facilitates requiatory
review.

(6] An intermediary shall allow the department access to the intermediary’s books, records, claim
information, billing information, and other documentation of services provided to covered persons that are
required by any of those entities to determine compliance with {sections 13 through 21] and the rules
implementing [sections 13 through 211.

(7) A heaith carrier may, in the event of the intermediary’s insotvency, require the assignment to

the health carrier of the provisions of a participating provider's contract addressing the participating
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provider’s obligation to furnish covered benefits.

NEW SECTION. Section 19. Contract filing requirements -- material changes -- state access to

contracts. (1} On October 1, 1398, a health carrier poffering a managed care plan shall file with the
department sample contract forms proposed for use with its participating providers and intermediaries.

{2} A health carrier shall file with the department a material change to a contract. The change must
be filed with the department at least 80 days before use of the proposed change. A change in a
participating provider payment rate, coinsurance, copayment, or deductible or other plan benefit is not
considered a material change for the purpose of this subsection.

(3) A health carrier shall maintain participating provider and intermediary contracts at its principal
ptace of business in this state, ar the health carrier must have access to all contracts and provide copies

to the department upon 20 days’ prior written notice from the department.

NEW SECTION. Section 20. General contracting requirements. (1) The execution of a contract
for health care services with an intermediary by a heaith carrier does not relieve the health carrier of its duty
to provide health care services to a person with whom the health carrier has contracted and does not
relieve the health carrier of its responsibility for compliance with [sections 8 throu'gh 29] or the rules
implementing [sections 8 through 29].

{2) All contracts by a health carrier for the provision of heaith care services by a managed care plan

must be in writing and are subject to review by the department and the commissioner.

NEW SECTION. Section 21. Contract compliance dates. (1) A contract between a health carrier
and a participating provider or intermediary in effect on October 1, 1997, must comply with [sections 13
through 21} and the rules implementing [sections 13 through 21] by April 1, 1999. The department may
extend the April 1 date for an additional period of up to 6 months if the health carrier demonstrates good
cause for an extension.

(2) A contract between a health carrier and a participating provider or intermediary issued or put
into effect on or after April 1, 1998, must camply with {sections 13 through 21} and the rules implementing
{sections 13 through 21] on the day that it is issued or put into effect.

{3) A contract between a health carrier and a participating provider or intermediary not described
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in subsection (1} or (2) must comply w th [sections 13 through 21] and the rules implementing |sections

13 through 21] by April 1, 1999,

NEW SECTION. Section 22. Department rules. The department shall adopt rules to implement

[sections 13 through 21}.

NEW SECTION. Section 23. Quality assurance -- national accreditation. (1) A heaith carrier

whose managed care ptan has been accredited by a nationally recognized accrediting organization shall
annually provide a copy of the accreditation and the accrediting standards used by the accrediting
organization to the department.

{2} If the department finds that the standards of a nationally recognized accrediting organization
meet or exceed state standards and that the health carrier has been accredited by the nationally recognized
accrediting organization, the department shall appraove the quality assurance standards of the heatth carrier.

(3) The department shall maintain a list of accrediting organizations whose standards have been
determined by the department to meet or exceed state guality assurance standards.

(4) [Section 24] does not apply to a health carrier’'s managed care plan if the health carrier
maintains current accreditation by a nationally recognized accrediting organization whose standards meet
or exceed state quality assurance standards adopted pursuant to [sections 23 through 27].

{5) This section does not prevent the department from monitoring a health carrier’s compliance

with [sections 23 through 27].

NEW SECTION. Section 24. Standards for health carrier quality assessment programs. A health
carrier that issues a closed plan or a combinatiaon plan shall adopt and use infrastructure and disclosure
systems sufficient 1o accurately measure the guality of health care services provided to covered persons
on a regular basis and appropriate to the types of plans offered by the health carrier. To comply with this
reqguirement, a health carrier shall:

(1) establish and use a system designed to assess the quality of health care provided to covered
persons and appropriate to the types of plans offered by the health carriar. The system must include
systematic collection, analysis, and reporting of relevant data.

{(2) communicate in a timely fashion its findings concerning the quality of health care to regulatory
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agencies, providers, and consumers as provided in [section 26};

(3) report to the appropriate professional or occupational licensing board provided in Title 37 any
persistent pattern of problematic care provided by a participating provider that is sufficient to cause the
health carrier to terminate or suspend a contractual arrangement with the participating provider; and

{(4) file a written description of the quality assessment program and any subseqguent material
changes with the department in a format that must be prescribed by rules of the department. The
description must include a signed certification by a corporate officer of the health carrier that the heaith

carrier's quality assessment procgram meets the requirements of [sections 23 through 27].

NEW SECTION. Section 25. Standards for health carrier quality improvement programs. A health
carrier that issues a closed plan or a combination plan shall, in addition to complying with [section 24],
adopt and use systems and methods necessary to improve the quality of health care provided in the health
carrier’s managed care plan as indicated by the health carrier’'s quality assessment program and as required
by this section. To camply with this requirement, a health carrier subject to this section shall:

{1) establish an internal system capable of identifying opportunities to improve care;

{2) use the findings generated by the system required by subsection (1) to work on a continuing
hasis with participating providers and other staff within the closed plan or closed component to improve
the health care delivered to covered persons;

{3) adopt and use a program for measuring, assessing and improving the outcames of health care
as identified in the health carrier’s quality improvement program plan. This quality improvement program
plan must be filed with the department by Qctober 1, 2000, and must be consistent with {sections 23
through 27]. A health carrier shall file any subsequent material changes to its quality improvement program
plan within 30 days of implementation of the change. The guality improvement program plan must:

{a) implement improvement strategies in response to quality assessment findings that indicate
improvement is needed; and

{b} evaluate, not less than annually, the effectiveness of the strategies implemented pursuant to
subsection {3)(a).

’
NEW SECTION. Section 26. Reporting and disclosure requirements. (1) A health carrier offering

a closed plan or a combination plan shall document and communicate information, as required in this
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section, about its quality assurance program. The health carrier shall:

(a) include a summary of its quality assurance program in marketing materials;

{b) include a description of its quality assurance program and a statement of patient rights and
responsibilities with respect to that program in the certificate of coverage or handbook provided to newly
enrolled covered persons; and

{c} make available annually to providers and covered persons areport containing findings from its
guality assurance program and information about its progress in meeting internal goats and external
standards, when available.

{2} A health carrier shall certify to the department annually that its quality assurance program and
the materials provided to providers and consumers in accordance with subsection (1) meet the requirements
of [sections 23 through 27].

(3} A health carrier shall make available, upon request and payment of a reasonable fee, the
materials certified pursuant to subsection {2), except for the materials subject to the confidentiality
requirements of [section 27] and materials that are proprietary to the managed care pian. A health carrier
shall retain all certified materials for at least 3 years from the date that the material was certified or until

the material has been examined as part of a market conduct examination, whichever is later.

NEW SECTION. Section 27. Confidentiality of health care and quality assurance records --

disclosure. (1) Except as provided in subsection {2), the following information held by a health carrier
offering a closed plan or a combination plan is confidential and may not be disclosed by the carrier to a
person:

(a) information pertaining to the diagnosis, treatment, or health of a covered person, regardless of
whether the information is in the form of paper, is preserved on microfitm, or is stored in
computer-retrievable form;

(b) information considered by a quality assurance program and the records of its acticns, including
testimony of a member of a quality committee, of an officer, director, or other member of a health carrier
or its staff engaged in assisting the guality committee or engaged in the health carrier’s quality assessment,
quality improvement, or quatity assurance activities, or of any person assisting or furnishing information
to the quality committee.

{2} The information specified in subsection (1) may be disclosed:
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{a} as allowed by Title 33, chapter 19;

{b) as required in proceedings before the commissioner, a professional or occupationat licensing
board provided in Title 37, or the department pursuant to Title 50, chapter 5, part 2;

(e} inan appeal, if an appeal is permitted, from a quality committee’s findings or recommendations;
or

{d} as otherwise required by law or court order, including a judicial or administrative subpoena.

{3} Information specified in subsection {1) identifying:

{a) the provider may also he disclosed upon a written, dated, and signed approval of the provider
if the information does not identify the coveréd person;

{b) the covered person may also be disclosed upon a written, dated, and signed approval of the
covered person or of the parent or guardian of a covered person if the covered person is a minor and if the
information does not identify the provider; '

{c) neither the provider nor the covered person may also be disclosed upon request for use for

statistical purposes only.

NEW SECTION. Section 28. Enforcement. (1) If the department determines that a health carrier
has not comptied with {sections B through 29] or the rules implementing [sections 8 through 29], the
department may recommend corrective action to the health carrier.

{(2) The commissioner may take an enforcement action provided in subsection (3) if:

{a) a health carrier fails to implement corrective action recommended by the department;

(b} corrective action taken by a health carrier does not result in bringing a health carrier into
compliance with [sections 8 through 29] and the rules implementing |sections 8 through 29| within a
reasonable period of time;

{c} the department demonstrates to the commissioner that a health carrier does not comply with
[sections 8 through 29] or the rules implementing [sections 8 through 29]; or

{d) the commissioner determines that a health carrier has violated or is violating [sections 8 through
29} or the rules implementing [sections 8 through 29].

{3) The commissioner may take any of the following enforcement actions to requiré a health carrier
to comply with [sections 8 through 29] or the rules implementing [sections 8 through 29]:

{a) suspend or revoke the health carrier’'s certificate of authority or deny the health carrier’'s
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(b) use any of the commissionar’s other enforcement powers provided in Title 33, chapter 1, part

NEW SECTION. Section 29. Jurisdiction over contract actions. The district courts have jurisdiction

over actions for the enforcement of contracts authorized or regulated by [sections 8 through 29].

NEW SECTION. Section 30. Codification instruction. (1) [Section 7] is intended to be codified as
an integral part of Title 33, chapter 31, and the provisions of Title 33, chapter 31, apply to [section 7].
{2) [Sections 8 through 29] are intended to be codified as an integral part of Title 33, and the

provisions of Title 33 apply to [sections B through 29].

NEW SECTION. Section 31. S$Severability. If a part of [this act] is invaiid, ail valid parts that are
severable from the invalid part remain in effect. |f a part of [this act] is invalid in ane or more of its
applications, the part remains in effect in all valid applications that are severable from the invalid

applications.

NEW SECTION. Section 32. Applicability. (This act] applies to a health carrier as defined in

Isection 10] who offers a managed care plan as defined in [section 10] on or after [the effective date of

this section].

NEW SECTION. - Section 33. Effective dates. (1) Except as provided in subsections {(2) and (3},
[this act] is effective January 1, 1998.
{2} [Sections 22 and 30 through 32 and this section] are effective on passage and approval.
{3) |Sections 23 through 28] are effective Qctober 1, 1999,
-END-
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STATE OF MONTANAR - FISCAL NOTE

Fiscal Note for SB0365, as introduced

DESCRIPTION OF PRCPOSED LEGISLATION:
An act providing for the regulation of health insurance carriers who offer managed care
plans, providing for state network adequacy and quality assurance standards.

ASSUMPTIONS :

Department ¢f Public Health and Human Services (DPHHS):

1. DFHHS arranges for professional medical consultants to assist with the adoption of
quality assurance standards.

2. This group of five consultants will meet six times 1in fiscal 19%8 and four times 1in
fiscal 1%99.

3.0 Fees, per diem, and travel costs are estimated tc be 3745 per meeting. MetNet costs
are estimated at $4,000 per year.

4. A Medical Director is contracted for 300 hours per year at $100/hr for a total
yearly contract cost of $30,000.

5. Registered nurses (grade 16) will be needed during fiscal 1998 (1.00 FTE) and fiscal
1999 (1.C00 additional FTE)}. The cost for a grade 16 FTE is $34,640 including

benefits. That brings perscnal services costs to $34,640 in fiscal 1998 and $€%,280
in fiscal 1998S.
6. Operating expense per FTE is estimated at 52,500 per year plus travel of 51,800 per
year for a total per FTE per year of $4,300.
Equipment costs for each FTE the first year include a PC and office equipment at a
cost of $4,000.

~1

8. Ln estimated 120 hours of legal assistance in rule drafting will be required in the
first year at a cost of $33.00/hour for total legal costs of $6,360.

9. Centract funds for a health systems analysis and program assistance wiil total
332,000 per year.

10. It is estimated that 15% of the regulated HMOs will be Medicaid HMOs and that

federal matching Medicaid funds will be availabkle for this portion of the costs
listed above. The federal match rate is 75% for medical personnel (Medical Director
and RNs) and 50% for other administrative costs.

State Auditor:

11. The State Auditor’s Office (SRO) will receive referrals from the DPHHS regarding
complaints related to network adequacy and quality assurance. SAC wiliil take
appropriate enforcement actions with existing staff.

12. Growth in Health Management Organizations (HMCs) will generate an 1ncrease 1n the
number of complaints to the Policyholder Services Bureau. HMOs restrict the number
of options avallable tc the HMO members. This will increase complaints requiring the
3RA0 to add a 1.00 FTE ccmpllance spec1allst§, grade 14, to handle these complaints.

FISCAL TMPACT:

Department of Public Health and Human Services

Expenditures: FYos3 FYSS
Difference Difference
FTE 1.00 2.00
Personal Services $ 34,640 $ 68,280
Operating Expenses 81,130 77,580
Equipment 4,000 4,00¢
Total $122,470 3156, 260
Funding: ‘
General Fund (01) $110, 760 $140,€615
Federal Medicaid Funds {03) 11,710 15,645
Total 5122,470 315€, 260

(Continued)

Yho! 4

CAVE LEWIS, STEVE BENEDICT, PRIMARY SPONSOR DATE
office ¢f Budget arnd Program Planning

Fiscal Note for SRB0O3¢5, as intreoduced
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Fiscal Note Request,

Page 2
({continued)

State Auditor
Expendjitures:

FTE
Personal Services
Operating Expenses
Egquipment

Total

Funding:
General Fund (01)

SBO3€5,

as introduced

Net Impact on _Fund Balance:

General Fund (G01)

__ Fygs
Difference
0.00

0

{Revenue minus Expenses)

($110,760)

FYS9

Difference

1.00
$ 31,835
4,000

3,585

§ 39,420

5 39,420

{3180, 035)
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APPROVED BY CCM ON PUBLIC
HEALTH, WELFARE & SAFETY

SENATE BILL NO. 365
INTRODUCED BY BENEDICT, HARGROVE, GRIMES, HARP, MERCER, AKLESTAD, AHNER, GROSFIELD,
MASOLO, BAER, M. TAYLOR, MILLS, ROSE, MAHLUM, MOOD, SPRAGUE, JABS, ESTRADA,
DEPRATU, FOSTER, MCNUTT, KEATING, JENKINS, CRISMORE, GLASER, HERTEL, BURNETT,
THOMAS, SMITH, CRIPPEN, COLE, BOHLINGER, PECK, DENNY, CHS, GRINDE, BOOKOUT-REINICKE,
BARNETT, MARSHALL

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR THE REGULATION OF HEALTH INSURANCE
CARRIERS WHO OFFER MANAGED CARE PLANS; PROVIDING FOR STATE NETWORK ADEQUACY AND
QUALITY ASSURANCE STANDARDS AND A MEANS FOR ENFORCING THE STANDARDS; REGULATING
CONTRACTS RELATING TO MANAGED CARE PLANS; PROVIDING REPORTING AND DISCLOSURE
REQUIREMENTS; PRCOVIDING FOR CONFIDENTIALITY OF HEALTH CARE INFORMATION; PROVIDING
DEFINITIONS; APPLYING PREMIUM INCREASE RESTRICTIONS TO HEALTH MAINTENANCE
ORGANIZATIONS; REQUIRING HEALTH MAINTENANCE ORGANIZATIONS TO FILE FINANCIAL
STATEMENTS; REQUIRING PROTECTION AGAINST INSOLVENCY BY HEALTH MAINTENANCE
ORGANIZATIONS; CREATING A BOARD OF NETWORK ADEQUACY AND QUALITY ASSURANCE

EFFECTIVE JULY 1, 2001; PROVIDING FOR POWERS AND DUTIES OF THE BOARD; AMENDING

SECTIONS 33-22-1703, 33-22-1707, 33-31-102, 33-31-111, 33-31-211, AND 33-31-216, MCA; AND
PROVIDING EFFECTIVE DATES, ANB AN APPLICABILITY BDATE, AND A TERMINATION DATE."

STATEMENT OF INTENT

A statement of intent is reguired for this bill because [sections 12, 13, and 22] require rules to be
adopted by the department of public health and human services.

The rules adopted by the department must establish state network adequacy and quality assurance
standards for managed care plans that amplify [sections 8 through 29] and must provide greater detail
regarding specific means by which a health carrier meets the requirements of [sections 8 through 29].

A managed care plan accredited by a nationally recognized organization is not required to meet
some of the provisions of [sections 8 through 22], but the legislature acknowledges that small managed
care plans may not be capable of meeting all of the accreditation requirements of national accrediting

organizations.
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In order to promote uniformity of standards applicable to all managed care plans, state quality

assurance standards for small managed care plans must consist of standards that are atHeastthe-equivaient

e appraopriate

for guality assurance in Montana.

The department AND SUBSEQUENTLY THE BOARD OF NETWORK ADEQUACY AND QUALITY

ASSURANCE may refer reports of noncompliance by a health carrier to the commissioner for corrective
action. Under the department’s rulemaking authority, the department shall specify network adeguacy and
quality assurance review processes.

[Section 19} designates the department of public health and human services as the place for
insurance carriers to tile decuments related to managed care provider network adequacy and quality
assurance. The department shall adopt rules establishing procedures for filing these documents and shall
adopt rules specifying processes for amending or withdrawing documents already filed that relate to

network adeguacy and guality assurance.

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

Section 1. Section 33-22-1703, MCA, is amended to read:

"33-22-1703. Definitions. As used in this part, the following definitions apply:

{1} "Emergency medical condition" means a condition manifesting itself by symptoms of sufficient

severity, including severe pain, that the absence of immediate medical_attention could reasonably be

expected to result in any of the following:

{a) _the covered person’s _health would be in serigus jeopardy;

{(b) the covered person’s bodily functions would be seriously impaired; or

{c) a bodily organ or part would be seriously damaged.

{2} "Emergency services" means

, " b
I G . e bodilv-fonet 4
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tel—a-bodiy-organ-orpart-would-bo-serousiy-damaged- health care items or services furnished or

required to evaluate and treat an emergency medical condition.

£4{3] "Health benefit plan™ means the health insurance policy or subscriber arrangement between
the insured or subscriber and the health care insurer that defines the covered services and benefit levels
alvailable.

+3+{4) "Health care insurer™ means:

" {a) an insurer that provides disability insurance as defined in 33-1-207;

(b) a health service corporation as defined in 33~30-101;

() ahoald . o lefinedin-33-31—102;

{e&} a fraternal benefit society as described in 33-7-105; or

+eH{d) any other entity regulated by the commissioner that provides health coverage except a health

maintenance organization.

+41(5) "Health care services" means health care services or products rendered or sold by a provider
within the scope of the provider’s license or legal authorization or services provided under Title 33, chapter
22, part 7.

836} "lnsured” means an individual entitled ta reimbursement for expenses of health care services
under a policy or subscriber contract issued or administered by an insurer.

{8H7) "Preferred provider" means a provider or group of providers who have contracted to provide
specified health care services.

{A(8) "Preferred provider agreement” means a contract between or on behalf of a health care
insurer and a preferred provider,

8+9) "Provider” means an individual ar entity licensed or legally authorized to provide health care
services or services covered within Title 33, chapter 22, part 7.

{84+(10) "Subscriber" means a certificate holder or other person ¢n whose behalf the health care

insurer is providing or paying for heaith care coverage.”

Section 2. Section 33-22-1707, MCA, is amended to read:
"33-22-1707. Rules. The commissioner shal-premuigate may adapt rules necessary to implement

the provisions of this part.”

Legislative
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Section 3. Section 33-31-102, MCA, is amended to read:

"33-31-102. Definitions. As used in this chapter, unless the context requires otherwise, the

following definitions apply:

{1} "Basic health care services" means:

la) consultative, diagnostic, therapeutic, and referral services by a provider;
(b) inpatient hospital and provider care;

{c) outpatient medical services;

{d} medical treatment and referral services;

{e) accident and sickness services by a provider to each newborn infant of an enrollee pursuant

to 33-31-301(3He);

{f) care and treatment of mental illness, alcoholism, and drug addiction;

(g} diagnostic laboratory and diagnostic and therapeutic radiologic services;
(h) preventive health services, inctuding:

(i} immunizations;

tii} well-child care from birth;

{iii} pericdic health evaluations for adults;

(iv) voluntary family planning services;

(v} infertility services; and

(vi) children’s eye and ear examinations conducted to determine the need for vision and hearing

correction;

(i} minimum mammography examination, as defined in 33-22-132; and

(jy treatment for phenylketonuria. "Treatment” means licensed professional medical services under

the supervision of a physician and a dietary formula product to achieve and maintain normalized blood levels

of phenylalanine and adequate nutritional status.

(2) "Commissioner” means the commissioner of insurance of the state of Montana.
{3) "Enrollee” means a person:
{at who enrolls in or contracts with a health maintenance organization;

{b) on whose behalf a contract is made with a health maintenance organization to receive health

care services, or

{¢) on whose behaif the health maintenance organization contracts to receive health care services.

" Legisiative
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{4) "Evidence of coverage"” means a certificate, agreement, policy, or contract issued to an enrollee
setting forth the coverage to which the enrollee is entitled.

(8) "Health care services” means:

{a) the services included in furnishing medical or dental care to a persomn;

{b) the services included in hospitalizing a person;

{c} the services incident to furnishing medical or dental care ar hospitalization; or

{d) the services included in furnishing to a person other services for the purpose of preventing,
alleviating, curing, or healing illness, injury, or physical disability.

(6) "Health care services agreement” means an agreement for health care services between a
health maintenance organization and an enrollee.

{7) "Health maintenance organization” means a person who provides or arranges for basic healith
care services to enroliees on a prepaid eretherfirareial basis, either directly through provider emp.loyees

or through contractual or other arrangements with a provider or a group of providers. This subsection does

not limit methods of provider payments made by health maintenance organizations. THIS TERM APPLIES

TO PROVIDER-SPONSORED CRGANIZATIONS THAT DIRECTLY ASSUME RISK OR PROVIDE SERVICES

DIRECTLY TO CUSTOMERS THROUGH CONTRACTS Wi"rH EMPLOYERS OCR PURCHASING

COQPERATIVES.

(8) "Insurance producer” means an individual, partnership, or corporation appointed or authorized
by a health maintenance organization to solicit applications for health care services agreements on its
behalf.

(9 "Person” means.

{a} an individual;

{b} a group of individuals;

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

{d) a health service corporation, as defined in 33-30-101;

(e} a corporation, partnership, facility, association, or trust; or

(f} aninstitution of a governmental unit of any state licensed by that state to provide health care,
including but not limited to a physictan, hospital, hospital-related facility, or lang-term care facility.

(10) "Plan" means a health maintenance organization operated by an insurer or health service
corporation as an integral part of the corporation and not as a subsidiary.

: Legislative
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{11) "Provider" means a physician, hospital, hospital-related facility, long-term care facility, dentist,
osteopath, chiropractor, optometrist, podiatrist, psychologist, licensed social worker, registered pharmacist,

or aurse-specialist advanced practice regisiered nurse as specifically listed in 37-8-202 who treats any

illness or injury within the scope and limitations of fs the provider’s practice or any other person who is
licensed or otherwise authorized in this state to furnish health care services.

{12) "PROVIDER-SPONSORED ORGANIZATION" MEANS AN ORGANIZATION OF PHYSICIANS,

HOSPITALS, AND _OTHER PROVIDERS THAT ARE ORGANIZED FOR THE PURPOSE OF SECURING

CONTRACTS WITH PAYERS TO PROVIDE HEALTH CARE SERVICES. THE TERM INCLUDES A

PHYSICIAN-HOSPITAL ORGANIZATION, A PHYSICIAN-SPONSORED NETWORK, A PHYSICIAN GROUP

PRACTICE, AND A HOSPITAL-PHYSICIAN ORGANIZATION.

H2{13) "Uncovered expenditures™ mean the costs of health care services that are covered by a
health maintenance organization and for which an enrollee is liable if the health maintenance organization

becomes insolvent.”

Section 4. Section 33-31-111, MCA, is amended to read:

"33-31-111. Statutory construction and relationship to other laws. {1} Except as otherwise
provided in this chapter, the insurance or health service corporation laws do not apply to any health
maintenance organization authorized to transact business under this chapter. This provision does not apply
to an insurer or health service corporation licensed and regulated pursuant to the insurance or health service
corporation laws of this state except with respect to its health maintenance organization activities
authorized and regulated pursuant to this chapter.

{2} Solicitation of enrollees by a health maintenance organization granted a certificate of aﬁthority
or its representatives fay-rot-be-eonstrued—as [S not a violation of any law relating to solicitation or
advertising by health professionals.

{3) A health maintenance organization authorized under this chapter may-ret-becersideredto-be
is not practicing medicine and is exempt from Title 37, chapter 3, relating to the practice of medicine.

{4) Fheprevisionsefthis This chapter de does not exempt a health maintenance organization from
the applicable certificate of need requirements under Title 50, chapter 5, parts 1 and 3.

(5) Fheprevisions-efthis This section de does not exempt a health maintenance organization from
material transaction disclosure requirements under 33-3-701 through 33-3-704. A heaith maintenance
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organization must be considered an insurer for the purposes of 33-3-701 through 33-3-704.

{6) This section does not exempt a health maintenance organization from network adequacy and

quality assurance requirements provided under [sections 8 through 29]."

Section 5. Section 33-31-211, MCA, is amended to read:

"33-31-211. Annual statement statements -- revocation for féilure to file -- penalty for false
swearing. (1) Unless it is operated by an insurer or & health service corporation as a plan, each authorized
health maintenance organization shall annually on or before March 1 file with the commissioner a full and
true statement of its financial condition, transactions, and affairs as of the preceding December 31. The
statement must be in the general form and content required by the commissioner. The statement must be
vetified by the oath of at least twao principal officers of the health maintenance organization. The

commissioner may i-kie—diseretion waive any verification under oath. In_addition, a health maintenance

organization shall, unless it is operated by an insurer or a health service corporation as a plan, annually file

on or befare June 1 an audited financial statement.

{2} At the time of filing #s the annual statement required by March 1, the health maintenance

organization shall pay the commissioner the fee for filing is the statement as prescribed in 33-31-212. The
commissianer may refuse to accept the fee for continuance of the insurer’'s certificate of authority, as
provided in 33-31-212, or may in his discretion suspend or revoke the certificate of authority of a heaith
maintenance organization that fails to file an annual statement when due,

{3) The commissioner may, after notice and hearing, impose a fine not to exceed $5,000 per for
each violation upon a director, officer, partner, member, insurance producer, or employee of a health
maintenance organization who knowingly subscribes to or concurs in making or publishing an annual
statement required by law that contains a material statement which that is false.

(4) The commissioner may require sueb reports as-ha-considers considered reasonably necessary

and appropriate to enable ki the commissioner to carry out his duties required of the commissioner under

this chapter, including but not limited to a statement of operations, transactions, and aftairs of a health

maintenance organization operated by an insurer or a health service corporation as a ptan.”

Section 6. Section 33-31-218, MCA, is amended to read:
"33-31-216. Protection againstinsolvency, {1) Except as provided in subsections {4) through (7],
{ Legisiative
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gach authorized health maintenance organization shall deposit with the commissianer cash, securities, or
any combination of cash or securities acceptable to the commissioner in the amount set forth in this
secfion.

{2} The amount of the deposit for a health maintenance drganization during the first year of its
operation must-be-the-greater o

{e}—$1006:000 is $200,000.

{3) At the beginning of each succeeding year, unless not applicable, the health maintenance
organization shall deposit with the commissioner cash, securities, or any combination of cash or securities
acceptable to the commissioner, in an amount equal to 4% of its estimated annual uncovered expenditures
for that vear.

{4) Unless not applicable, a health maintenance organization that is in operation on October 1,
1987, shall make a deposit equal to the greater of:

(a) 1% of the preceding 12 months’ uncovered expenditures; or

(5) The commissioner may #-his—diseretion waive any of the deposit requirements set forth in

subsections (1) through (4) whenever k3 the commissioner is satisfied that:

(a) the health maintenance organization has sufficient net worth and an adequate history of
generating net income to assure ensure its financial viability for the next year;

{b) the bealth maintenance organization’s performance and obligations are guaranteed by an
organization with sufficient net worth and an adequate history of generating net income; or

{c) the heaith maintenance crganization’s assets or its contracts with insurers, health service
corporations, governments, or other organizations are reasonably sufficient to assure the performance of

 Legislative
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its obligations.

{6) When a health maintenance organization achieves a net worth not including land, buildings, and
equipment of at least $1 million or achieves a net worth including organization-related land, buildings, and
equipment of at least $5 million the annual deposit requirement under subsection (3) does not apply. The
annual deposit requirement under subsection (3) does not apply to a health maintenance organization if the
total amount of the accumulated deposit is greater than the capital requirement for the formation or
admittance of a disability insurer in this state. if the health maintenance organization has a guaranteeing
organization that has been in operation for at least 5 years and has a net worth not including land,
buildings, and equipment of at least $1 million or that has been in operation for at least 10 years and has
a net worth including organization-related land, buildings, and equipment of at least $5 million, the annual
deposit requirement under subsection {3} does not apply. If the guaranteeing organization is sponsoring
more than one health maintenance organization, however, the net worth requirement is increased by a
multiple equal to the number of sueh those health maintenance organizations. This requirement to maintain
a deposit in excess of the deposit required of a disability insurer does not apply during any time that the
guaranteeing organization maintains for each health maintenance organization it sponsors a net worth at
least equal to the capital and surplus requirements for a disability insurer.

{7) All income from deposits belongs to the depositing health maintenance organization and must
be paid to it as it becomes available. A health maintenance organization that has made a securities deposit
may withdraw the deposit or any part of it after making a substitute deposit of cash, securities, or any
combination of cash or securities of equal amount and value. A health maintenance organization may not
substitute securities without prior approval by the commissioner.

{8) In any year in which an annual deposit is not required of a health maintenance organizaticn,
at the health maintenance organization’s request, the commissioner shall reduce the previously accumulated
deposit by $100,000 for each $250,000 of net worth in excess of the amount that allows the health
maintenance organization to be exempt from the annual deposit requirement. If the amount of net worth
no longer supports areduction of its required deposit, the health maintenance organization shall immediately

redeposit $100,000 for each $250,000 of reduction in net worth—exeepttiat-+s. However, the health

maintenance organization’s total deposit may not be required to exceed the maximum required under this

section.
{9) Unless it is operated by an insurer or a health service corporation as a plan, each heaith

! Legislative

\7« 2rvices -9 - SB 365

3 I_Zivision



5bth Legislature SB0365.02

—_

O W oW N AW N

_ a3
[ A

14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29
30

maintenance organization shall must have a minimum capital of at least $200,000 in addition to any deposit
requirements under this section. The capital account must be in excess of any accrued liabilities and be in
the form of cash, securities, or any combination of cash or securities acceptable to the commissioner.

{10) Each health maintenance organization shall demonstrate that if it becomes insoivent:

{a) enrollees hospitalized on the date of inscivency will be covered until discharged; and

(b) enrollees will be entitled to similar alternate insurance coverage that does not contain any

medical underwriting or preexisting limitation requirements.”

NEW SECTION. Section 7. Premium increase restriction -- exception. (1) A health maintenance

organization may not increase a premium for an individual’s or an individual's group health care services
agreement more frequently than once during a 12-month period unless failure to increase the premium more
frequently than once during the 12-month period would: -

{a) place the health maintenance organization in vicolation of the laws of this state; or

{b} cause the financial impairment of the health maintenance organization to the extent that further
transaction of insurance by the health maintenance organization would injure or be hazardous to its
enrollees or to the public. ‘

(2) Subsection (1) does not apply to a premium increase necessitated by a state or federal law, by

a court decisian, by a state rule, or by a federal regulation.

NEW SECTION. Section 8. Shorttitle. [Sections 8 through 291 may be cited as the "Managed Care

Pian Network Adequacy and Quality Assurance Act".

NEW SECTION. Section 9. Purpose. The purpose and intent of [sections 8 through 29] are to:

{1) establish standards for the creation and maintenance of networks by health carriers offering
managed care plans and to ensure the adequacy, acceséibiiity, and guality of health care services offered
under a managed care plan by establishing requirements for written agreements between health carriers
offering managed care plans and participating providers regarding the standards, terms, and provisions
under which the participating provider will provide services to covered persans;

(2} provide for the implementation of state network adequacy and quality assurance standards in

administrative rules, provide for monitoring compliance with those standards, and provide a mechanism for
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detecting and reporting violations of those standards to the commissioner;

{3) establish minimum criteria for the quality assessment activities of a health carrier issuing a
ciosed plan or a combination ptan and to require that minimum state quality assessment criteria be adopted
by rule;

{4} enable health carriers to evaluate, maintain, and improve the quality of health care services
provided to covered persons; and

{5) provide a streamlined and simplified process by which managed care network adequacy and

quality assurance programs may be monitored for compliance THROUGH COORDINATED EFFORTS OF THE

COMMISSIONER AND THE DEPARTMENT [AND THE BOARD]. {tis not the purpose or intent of {sections

8 through 29} to apply quality assurance standards applicable to medicaid or medicare to managed care
plans regulated pursuant to [sections 8 through 29] or to ¢create or require the creation of quality assurance

programs that are as comprehensive as quality assurance programs applicable to medicaid or medicare.

NEW_SECTION. Section 10. Definitions. As used in [sections 8 through 29], the following

definitions appiy:

{1} "Closed plan" means a managed care plan that requires covered persons 1o use only
participating providers under the terms of the managed care plan.

(2) "Combination plan” means an open plan with a closed component.

{3) "Covered benefits” means those health care services to which a covered person is entitled
under the terms of a health benefit plan,

(4) "Covered person" means a policyholder, subscriber, or enrallee ar other individual participating
in a health benefit plan.

(5) "Department” means the department of public health and human services establishad in'
2-15-2201.

{6) "Emergency medical condition” means a condition manifesting itse!f by symptoms of sufficient
severity, including severe pain, that the absence of immediate medical attention could reasonably be
expected to result in any of the following:

{a} the covered person’s health would be in serious jeopardy;

(b) the covered person’s bodily functions would be seriously impaired; or

(c}) a bodily organ or part would be sericusly damaged.
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(7) "Emergency services” means health care items and services furnished or required to evaluate
a.nd treat an emergency medical condition.

(8) "Facility" means an institution providing health care services or a health care setting, including
but not limited to a hospital, medical assistance facility, as defined in 50-5-101, or other licensed inpatient
center, an ambulatory surgical or treatment center, a skilled nursing center, a residential treatment center,
a diagnostic, laboratory, or imaging center, or a rehabilitation or other therapeutic health setting.

(9) "Health benefit plan™ means a palicy, contract, certificate, or agreement entered into, offered,
or issued by a health carrier to provide, deliver, arrange for, pay for, or reimburse any of the costs of health
care services.

{10) "Health care professional” means a physician or other health care practitioner licensed,
accredited, or certified pursuant to the laws of this state to perform specified health care services
consistent with state law.

(11) "Health care provider” or "provider” means a health care professional or a facility.

(12} "Health care services" means services for the diagnosis, prevention, treatment, cure, or relief
of a health condition, iliness, injury, or disease.

{13) "Health carrier" means an entity subject to the insurance laws and rules of this state that
contracts, offers to contract, or enters inte an agreement to provide, deliver, arrange for, pay for, or
reimburse any of the costs of health care services, including a disability insurer, health maintenance
organization, ar health service corporatian or another entity providing a health henefit plan.

{14} "Intermediary" means a perscn authorized to negotiate, execute, and be a party to a contract
between a heslth carrier and a provider or between a health carrier and a network.

{15} "Managed care plan” means a health benefit plan that either requires or creates incentives,
including financiai incentives, for a covered person to use health care providers managed, owned, under
contract with, or employed by a health carrier, but not preferred provider organizations or other provider
networks operated in a fee-for-service indemnity environment.

{16) "Medically necessary" means services or supplies that are necessary and appropriate for the
treatment of a covered person’s emergency medical condition or for the preventive care of a covered person
according to accepted standards of medical practice.

(17) "Network™ means the group of participating providers that provides health care services to
a managed care plan.
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(18) "Open plan" means a managed care plan other than a closed plan that provides incentives,
inclugding financial incentives, for covered persons to use participating providers under the terms of the
managed care plan.

(19} "Participating provider” means a provider who, under a contract with a health carrier or with
the health carrier’s contractor, subcontractor, or intermediary, has agreed to provide health care services
to covered persons with an expectation of receiving payment, other than coinsurance, copayments, or
deductibles, directly or indirectly from the health carrier.

(20} "Primary care professional” means a participating health care professional designated by the
health carrier to supervise, coordinate, or provide initial care or continuing care to a covered person and
who may he required by thg,- health carrier ta initiate a referral for specialty care and to maintain supervision
of health care services rendered to the covered person.

(21} "Quality assessment” means the measurement and evaluation of the guality and outcomes
of medical care provided to individuals, groups, or populations.

(22} "Quality assurance” means quality assessment and quality improvement.

{23) "Quality improvement" means an effort to improve the processes and outcomes related to the

provision of health care services within a health plan.

NEW SECTION. Section 11. Applicability and scope. [Sections 8 through 29} apply to all health

carriers that offer managed care plans. [Secticns 8 through 29] do not exempt a health carrier from the
applicable requirements of federal law when providing a managed care plan to medicare recipients or from
the applicable requirements of federal law or Title 53, chapter 6, when providing a managed care plan to

medicaid recipients.

NEW SECTION. Section 12. Department -- general powers and duties -- rulemaking. (1) The

department shail:

{a) adopt rules pursuant to the Montana Administrative Procedure Act establishing minimum state
standards for network adequacy and quality assurance and procedures for ensuring compliance with those
standards; and

{b) recommend action to the commissioner [QR TO THE BOARD] against a health carrier whose

managed care plan does not comply with standards for network adequacy and quality assurance adopted
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by the department.

(2) Quality assurance standards adopted by the department must consist of some but not all of the
health plan employer data and information standards. The department shall select and adopt only standards
appropriate for quality assurance in Montana.

{3) The state may contract, through a competitive hidding process, for the development of network

adequacy and guality assurance standards.

NEW SECTION. Section 13. Network adequacy -- standards -- access plan required. (1} A health
carrier oftering a managed care plan in this state shall maintain a network that is sufficient in numbers and
types of praviders to ensure that all services to covered persons are accessible without unreasonable deiay.
Sufficiency in number and type of provider is determined in accordance with the requirements of this
section. Covered persons must have access to emergency care 24 hours a day, 7 days a week. A health
carrier providing a managed care plan shall use reasonable criteria to determine sufficiency. The criteria
may include but are not limited to:

{a) a ratio of specialty care providers to covered persaons;

(b) a ratio of primary care providers to covered persons;

(¢} geographic accessibility;

{d) waiting times for appointments with participating providers:

{e) hours of operation; or

{f} the volume of technological and specialty services available to serve the needs of covered
persons requiring technologically advanced or specialty care.

{2} Whenever a health carrier has an insufficient number or type of participating providers to
provide a covered benefit, the health carrier shall ensure that the covered person obtains the covered
benefit at no greater cost to the covered person than if the covered benefit were obtained from participating
providers or shall make other arrangements acceptable to the department,

{3) The health carrier shall establish and maintain adequate provider networks to ensure reasonable
proximity of participating providers to the businesses or personal residences of covered persons. In
determining whether a heaith carrier has complied with this requirement, consideration must be given to

the relative availability of health care providers in the service area under consideration.
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#53(4) A health carrier offering a managed care plan in this state on Qctober 1, 1998, shall file with
the department on October 1, 1998, an access plan complying with subsection +4 (6) and the rules of the
department. A health carrier offering a managed care plan in this state for the first time after October 1,
1998, shali file with the department an access plan meeting the requirements of subsection &4 (6) and the
ruies of the department before offering the managed care plan. A plan must be filed with the department
in a manner and farm complying with the rules of the department. A health carrier shall file any subsequent
material changes in its access plan with the department within 30 days of implementation of the change.

{83{b) A health carrier may request the department to designate parts of its access plan as
proprietary or competitive information, and when designated, that part may not be made public. For the
purposes of this section, information is proprietary or competitive if revealing the information would cause
the health carrier’'s competitors to obtain valuable business information. A health carrier shall ma.ke the
access plans, absent proprietary information, available on its business premises and shall provide a copy
of the pian upon request.

{#4{6) An access plan for each managed care plan offered in this state must describe or contain
at least the following:

{(a) a listing of the names and specialties of the health carrier's participating providers;

{b) the health carrier’s procedures for making referrals within and outside its network;

{c) the health carrier's process for monitoring and ensuring on an angoing basis the sufficiency of
the network to meet the health care needs of populations that enroll in the managed care plan;

(d) the health carrier's efforts to address the needs af covered persons with limited English
proficiency and illiteracy, with diverse cultural and ethnic backgrounds, and with physical and mental
disabilities;

{e) the health carrier’'s methods for assessing the health care needs of covered persons and their
satisfaction with services;

{f) the health carrier’'s method of informing covered persons of the plan’s services and features,
including but not limited to the plan’s grievance procedures, its process for choosing and changing
providers, and its procedures for providing and approving emergency and specialty care; ‘

(g) the health carrier’s system for ensuring the coordination and continuity of care for covered

persons referred to specialty physicians and for covered persons using ancillary services, including social
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services and other community resources, and for ensuring appropriate discharge planning;

(h} the health carrier’'s process for enabling covered persons to change primary care professionals;

{i) the health carrier's proposed plan for providing continuity of care in the event of contract
termination between the health carrier and a participating provider or in the event of the health carrier’s
insolvency or other inability to continue operations. The description must explain how covered persons will
be notified of the contract termination or the health carrier’'s insolvency or other cessation of operations
and be transferred to other providers in a timely manner.

(j) any other information required by the department to determine compliance with [sections 13
through 21] and the rules implementing [sections 13 through 21].

{7) THE DEPARTMENT SHALL ENSURE TIMELY AND EXPEDITED REVIEW AND APPROVAL OF

THE ACCESS PLAN AND OTHER REQUIREMENTS IN THIS SECTION.,

NEW SECTION. Section 14. Provider responsibility for care -- contracts -- prahibited collection

practices.

these health-care serpvices:

+2{1) A contract between a health carrier and a participating provider must set forth a hold
harmless provision specifying protection far covered persons. This requirement is met by including in a
contract a provision substantially the same as the following:

"The provider agrees that the provider may not for any reason, including but not limited to
nonpayment by the health carrier or intermediary, insolvency of the health carrier or intermediary, or breach
of this agreement, biil, charge, collect a deposit, seek compensation, remuneration, or reimbursement, or
have any recourse from or against a covered person or a person other than the health carrier or intermediary
acting on behaif of the covered person for services provided pursuant to this agreement. This agreement
does not prohibit the provider from collecting coinsurance, copayments, or deductibles, as specifically
pravided in the evidence of coverage, or fees for uncovered services delivered an a fee-for-service basis
to a covered person. This agreement does not prohibit a provider, except a health care professional who
ts employed full-time on the staff of a heaith carrier and who has agreed to provide services exclusively to
that health carrier’s covered persons and no others, and a covered person from agreeing to continue
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services solely at the expense of the covered person if the provider has clearly informed the covered person
that the health carrier may not cover or continue to cover a specific service or services. Except as provided
in this agreement, this agreement does not prohibit the provider from pursuing any legal remedy available
for obtaining payment for services from the health carrier.”

242} A contract between a health carrier and a participating provider must state that if a health
carrier or intermediary becomes insolvent or otherwise ceases operations, covered benefits 1o covered
persons will continue thraugh the end af the period for which a premium has been paid to the health carrier
on behalf of the covered person, but not to exceed 30 days, or until the covered person’s discharge from
an inpatient facility, whichever occurs last. Covered benefits to a covered person confined in an inpatient
facility on the date of insolvency or other cessation of operations must be continued by a provider until the
confinement in an inpatient facility is no longer medically necessary.

{44{3) The contract provisions that satisfy the requirements of subsections {2+ard+3} (1} AND (2}
must be construed in favor of the covered person, survive the termination of the contract regardless of the
reason for termination, including the insoivency of the health carrier, and supersede an oral or written
contrary agreement between a participating provider and a covered person or the representative of a
covered person if the contrary agreement is inconsistent with the hold harmless and continuation of covered
benefits provisions required by subssections {2ard—3} (1) AND (2).

{83(4) A participating provider may not collect or attempt to collect from a covered person maney

owed to the provider by the heaith carrier.

NEW SECTION. Section 15. Selection of providers -- professional credentials standards. (1) A

health carrier shall adopt standards for selecting participating providers who are primary care professionals
and for each health care professional specialty within the health carrier’s network. The health carrier shall
use the standards to select health care professionais, the health carrier’s intermediaries, and any provider
network with which the health carrier contracts. A health carrier may not adopt selection criteria that allow
the health carrier to:

{a) avoid high-risk populations by excluding a provider because the provider is located in a
geographic area that contains populations or providers presenting a risk of higher than average claims,
losses, or use of health care services; or

{b) exclude a provider because the provider treats or specializes in treating populations presenting
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a risk of higher than average claims, losses, or use of health care services.

(2] Subsection (1) does not prohibit a health carrier from declining to select a provider who fails
to meet the other legitimate selection criteria of the health carrier adopted in compliance with {sections 13
through 21] and the rules implementing [sections 13 through 21].

{3) [Sections 13 through 21] do not require a health carrier, its intermediary, or a provider network
with which the health carrier or its intermediary contract to employ specific providers or types of providers
who may meet their selection criteria or to contract with or retain more praoviders ar types of providers than
are necessary to maintain an adeqguate network.

{4} A health carrier may use criteria established in accordance with the provisions of this section
to select health care professionals allowed to participate in the health carrier’s managed care plan. A heaith
carrier shall make its selection standards for participating providers available for review by the department

and by each health care professional who is subject to the selection standards.

NEW SECTION. Section 16. Health carriers -- general responsibilities. (1) A health carrier offering
a managed care plan shall notify, in writing, prospective participating providers of the participating
providers’ responsihilities concerning the health carrier’'s administrative policies and programs, including but
not limited to payment terms, utilization reviews, the guality assurance program, credentialing, grievance
procedures, data reporting requirements, confidentiality requirements, and applicable federal or state
requirements.

(2) A health carrier may not offer an inducement under a managed care plan to a participating
provider to provide less than medically necessary services to a covered person.

(3) A health carrier may not prohibit a participating provider from discussing a treatment option
with a covered person or from advocating on behalf of a covered person within the utilization review or
grievance processes established by the health carrier or a person contracting with the heailth carrier.

(4} A health carrier shall require a participating provider to make health records available to
appropriate state and federal authorities, in accordance with the applicable state and federal laws related
to the confidentiality of medical or health records, when the authaorities are involved in assessing the quality
of care or investigating a grievance or complaint of a covered person.

{B) A health carrier and participating provider shall pravide at teast 60 days’ written notice to each
other before terminating the contract between them without cause. The heaith carrier shall make a good

{ Legislative
~, Services -18 - SB 3656

& Division



55th Legisiature ' SBO365.02

[52 B N Y

[#)]

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

taith effort to provide written notice of a termination, within 15 working days of receipt or issuance of a
notice of termination from or to a participating provider, to all covered persons who are patients seen on
a requiar basis‘t-:y the participating provider whose contract is terminating, irrespective of whether the
termination is for cause or without cause. If a contract termination involves a primary care professional,
alli covered persons who are patients of that primary care professional must be notified.

(6) A health carrier shall ensure that a participating provider furnishes covered benefits to all
covered persons without regard to the covered person’s enrollment in the plan as a private purchaser or
as a participant in a publicly financed program of health care services. This requirement does not apply to
circumstances in which the participating provider should not render services because of the participating
provider’s lack of training, experience, or skill or because of a restriction on the participating provider's
license.

{7) A health carrier shall notify the participating providers of their obligation, if any, to collect
applicable coinsurance, copayments, or deductibies from covered persons pursuant to the evidence of
coverage or of the participating providers’ obligations, if any, to notify covered persons of the covered
persons’ persconal financial obligations for noncovered benefits.

(8) A health carrier may not penalize a participating provider because the participating provider,
in good faith, reports to state or federal authorities an act or practice by the health carrier that may
adversely affect patient health or welfare.

(3) A health carrier shall estabiish a mechanism by which a participating provider may determine
in a timely manner whether or not a person is covered by the health carrier.

(10) A heaith carrier shall establish procedures for resolution of administrative, payment, or other
disputes between the health carrier and participating providers.

{11) A contract between a he‘alth carrier and a participating provider may not contain definitions
or other provisions that conflict with the definitions or provisions contained in the managed care plan or
[sections 8 through 29].

{12) A contract between a heaith carrier and a participating provider shall set forth all of the
responsibilities and obligations cof the provider either in the contract or documents referenced in the
contract. A health carrier shail make its best effort to furnish copies of any reference documents, if

requested by a participating provider, prior to execution of the contract.
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NEW SECTICON. Section 17. Emergency services. (1) A health carrier offering amanaged care plan
shall provide or pay for emergency services screening and emergency services and may not require prior
authorization for either of those services. If an emergency services screening determines that emergency
services or emergency services of a particular type are unnecessary for a covered person, emergency
services or emergency services of the type determined unnecessary by the screening need not be covered
by the health carrier unless otherwise covered under the health benefit plan. However, if screening
determines that emergency services or emergency services of a particular type are necessary, those
services must be covered by the health carrier. A health carrier shall cover emergency services if the health
carrier, acting through a participating provider or other authorized representative, has authorized the
provision of emergency services.

{2} A health carrier shall provide or pay for emergency services obtained from a nonnetwork
provider within the service area of a managed care plan and may not require prior authorization o% those
services if use of a participating provider would result in a delay that would worsen the medical condition
of the covered person or if a provision of federal, state, or locaf law requires the use of a specific provider.

{3) If a participating provider or other authorized representative of a health carrier authorizes
emergency services, the health carrier may not subsequently retréct its authaorization after the emergency
services have been provided or reduce payment for an item or health care services furnished in reliance on
approval unless the approval was based on a material misrepresentation about the covered persan’s medical
condition made by the provider of emergency services.

(4} Coverage of emergency services is subject to applicable coinsurance, copayments, and
deductibles.

(5) For postevaluation or poststabilization services required immediately after receipt of emergency
services, a health carrier shall provide access to an authorized representative 24 hours a day, 7 days a

week, to facilitate review.

NEW SECTION. Section 18. Use of intermediaries -- responsibilities of health carriers,
intermediaries, and providers. (1) A health carrier is responsible for complying with applicable provisions
of [sections 8 through 29], and contracting with an intermediary for all or some of the services for which
a health carrier is responsible does not relieve the health carrier of responsibility for compliance.

{2} A health carrier may determine whether a subcontracted provider participates in the provider’s
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own network or a contracted network for the purpose of providing covered benefits to the health carrier’s
covered persons.

{3} A bhealth carrier shalt maintain copies of all intermediary health care subcontracts at the health
carrier's principal place of business in this state or ensure that the health carrier has access to all
intermediary subcontracts, including the right 1o make copies of the contracts, upon 20 days’ prior written
notice from the health carrier.

{(4) It required in a contract or otherwise by a health carrier, an intermediary shall transmit utilization
documentation and claims-paid documentation to the health carrier. The healith carrier shall monitar the
timeliness and appropriateness of payments made to providers and health care services received by covered
persons. This duty may not be delegated to an intermediary by a health carrier.

(b} If required in a contract or otherwise by a health carrier, an intermediary shall maintain the
books, records, financial information, and documentation of services provided to covered persons at its
principal place of business in the state and preserve them for 5 years in a manner that facilitates regulatory
review.

(6) An intermediary shall allow the COMMISSIONER AND THE department access to the

intermediary’s books, records, claim information, billing information, and other documentation of services
provided to covered persons that are required by any of those entities to determine compliance with
[sections 13 through 21] and the rules implementing [sections 13 through 21].

{7} A health carrier may, in the event of the intermediary’s insclvency, require the assignment to
the health carrier of the provisions of a participating provider’'s contract addressing the participating

provider’s obligation to furnish covered benefits.

NEW SECTION. Section 19. Contract filing requirements -- material changes -- state access to

contracts. (1) On October 1, 1998, a health carrier offering a managed care plan shall file with the
department sample contract forms proposed for use with its participating providers and intermediaries.

(2) A health carrier shall file with the department a material change to a contract. The change must
be filed with the department at least 60 days before use of the proposed change. A change in a
participating provider payment rate, coinsurance, copayment, or deductible or other plan benefit is not
considered a material change for the purpose of this subsection.

{3) A heaith carrier shall maintain participating provider and intermediary contracts at its principat
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place of business in this state, or the health carrier must have access to all contracts and provide copies

to the department upon 20 days’ prior written notice from the department.

NEW SECTION. Section 20. General contracting requirements. {1} The execution of a contract
for health care services with an intermediary by a health carrier does not relieve the health carrier of its duty
to provide health care services to a person with whom the heaith carrier has contracted and does not
relieve the health carrier of its responsibility for compliance with [sections 8 through 29] or the rules
implementing [sections 8 through 29i.

(2} All contracts by a heaith carrier for the provision of health care services by a managed care plan

must be in writing and are subject to review by the department and the commissioner.

NEW SECTION. Section 21. Contract compliance dates. (1) A contract between a heaith carrier

and a participating provider or intermediary in effect on October 1, 1997, must comply with [sections 13
thraugh 21} and the rules implementing [sections 13 through 21] by April 1, 1999, The department may
extend the April 1 date for an additional period of up to 6 months if the health carrier demonstrates good
cause for an extension.

{2) A contract between a health carrier and a participating provider or intermediary issued or put
into effect on or atter April 1, 1998, must comply with [sections 13 through 21] and the rules implementing
[sections 13 through 21] on the day that it is issued or put into effect.

(3) A contract between a health carrier and a participating provider or intermediary not described
in subsection (1) or (2) must comply with [sections 13 through 21] and the rules implementing [sections

13 through 21] by April 1, 1999,

NEW SECTION. Section 22. Department rules. The department shall adopt rules to implement

{sections 13 through 211.

NEW SECTION. Section 23. Quality assurance -- national accreditation. (1) A health carrier
whose managed care plan has been accredited by a nationally recognized accrediting organization shall
annually provide a copy of the accreditation and the accrediting standards used by the accrediting
organization to the department.
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{2} If the department finds that the standards of a nationally recognized accrediting organization
meet or exceed state standards and that the health carrier has been accredited by the nationally recognized
accrediting organization, the department shall approve the quaiity assurance standards of the health carrier,

{3) The department shall maintain a list of accrediting organizations whose standards have been
determined by the department to meet or exceed state quality assurance standards.

{4) [Section 24] does not apply to a health carrier's managed care plan if the health carrier
maintains current accreditation by a nationally recognized accrediting arganization whose standards meet
or exceed state quality assurance standards adopted pursuant to [sections 23 through 27].

{b) This section does not prevent the department from monitoring a health carrier’s compliance

with {sections 23 through 27].

NEW SECTION. Section 24. Standards for health carrier quality assessment programs. A health

carrier that issues a closed plan or a combination plan shall adopt and use infrastructure and disclosure
systems sufficient to accurately measure the quality of health care services provided to covered persons
on a regular basis and appropriate to the types of plans offered by the health carrier. To comply with this
requirement, a health carrier shall:

{1} establish and use a system designed to assess the quality of health care provided to covered
persons and appropriate to the types of plans offered by the health carrier. The system must include
systermnatic collection, analysis, and reporting of relevant data.

(2) communicate in a timely fashion its findings concerning the quality of health care to regulatory
agencies, providers, and consumers as provided in [section 26];

{3) report to the appropriate professionat or occupational licensing board provided in Title 37 any
persistent pattern of problematic care provided by a participating provider that is sufficient to cause the
heaith carrier to terminate or suspend a contractual arrangement with the participating provider; and

{4) file a written description of the quality assessment program and any subsequent material
changes with the department in a format that must be prescribed by rules of the department. The
description must include a signed certification by a corporate officer of the health carrier that the health

carrier's quality assessment program meets the requirements of [sections 23 through 27].

NEW SECTION. Section 25. Standards for health carrier quality improvement programs. A health
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carrier that issues a ciosed plan or a combination plan shall, in addition to complying with [section 24],
adopt and use systems and methods necessary to improve the quality of health care provided in the health
carrier’s managed care plan as indicated by the health carrier’s quality assessment program and as required
by this section. To comply with this requirement, a health carrier subject to this section shall:

(1) establish an internal system capable of identifying opportunities to improve care;

(2) use the findings generated by the system required by subsection (1) to work on a continuing
basis with participating providers and other staff within the closed plan or closed companent to improve
the health care delivered to covered persons;

{3} adopt and use a program for measuring, assessing and improving the outcomes of health care
as identified in the health carrier’s quality improvement program pilan. This quality improvement program
plan must be filed with the department by October 1, 2000, and must be consistent with {sections 23
through 27]. A health carrier shall file any subsequent material changes to its quality improvement program
plan within 30 days of implementation of the change. The guality improvement program plan must:

{a) implement improvement strategies in response to quality assessment findings that indicate
improvement is needed; and

{b) evaluate, not less than annually, the effectiveness of the strategies implemented pursuant to

subsection (3){a).

NEW SECTION. Section 26. Reporting and disclosure requirements. (1) A health carrier offering
a closed plan or a combination plan shall document and communicate information, as required in this
section, about its quality assurance program. The health carrier shall:

(al include a summary of its quality assurance program in marketing materials;

(b} include a description of its quality assurance program and a statement of patient rights and
responsibilities with respect to that program in the certificate of coverage or handbock provided to newly
enrolled covered persons; and

(c] make available annually to providers and covered persons a report containing findings from its
guality assurance program and information about its progress in meeting internal goals and external
standards, when available.

{2] A health carrier shall certify to the department annually that its quality assurance program and
the materials provided to providers and consumers in accordance with subsection (1) meet the requirements
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of [sections 23 through 27].

(3) A health carrier shall make available, upon request and payment of a reasonable fee, the
materials certified pursuant to subsection (2}, except for the materials subject to the confidentiality
requirements of [section 27) and materials that are proprietary to the managed care plan. A health carrier
shall retain all certified materials for at least 3 years from the date that the material was certified or until

the material has been examined as part of a market conduct examination, whichever is later.

NEW SECTION. Section 27. Confidentiality of health care and quality assurance records --

disclosure. (1) Except as provided in subsection (2}, the following information held by a health carrier
offering a closed plan or a combination plan is confidential and may not be disciosed by the carrier to a
person:

{a) information pertaining to the diagnosis, treatment, or health of a covered person, regardless of

whether the information is in the form of paper, is preserved on microfiim, or is stored in

computer-retrievable form;

{b) information considered by a quality assurance program and the records of its actions, including
testimony of a member of a quality committee, of an officer, dire;:tor, or other member of a health carrier
or its staff engaged in assisting the quality committee or engaged in the heaith carrier’s quality assessment,
quality improvement, or quality assurance activities, or of any person assisting or furnishing information
to the quality committee,

(2) The information specified in subsection (1) may be disclosed:

{a} as allowed by Title 33, chapter 19;

(b} as required in proceedings before the commissioner, a professional or occupational licensing
boérd provided in Title 37, or the department pursuant to Title 50, chapter 5, part 2;

{c} in an appeal, if an appeal is permitted, from a quality committee’s findings or recommendations;
or

(d) as otherwise required by law or court order, including a judicial or administrative subpoena.

{3) Information specified in subsection (1) identifying:

{a) the provider may also he disclosed upon a written, dated, and signed approval' of the provider
if the information does not identify the covered person;

{b) the covered person may also be disclosed upon a written, dated, and signed approval of the
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covered person or of the parent or guardian of a covered person if the covered person is a minor and if the
infarmation does not identify the provider;
{c) neither the provider nor the covered person may also be disclosed upon request for use for

statistical purposes only.

NEW SECTION. Section 28. Enforcement. (1} If the department [OR THE BOARD] determines that

a heatlth carrier has not complied with [sections 8 through 29] or the rules implementing [sections 8 through

29], the department [OR THE BOARD] may recommend corrective action to the health carrier.

(2) Fre AT THE RECOMMENDATION OF THE DEPARTMENT [OR THE BOARDI THE commissioner

may take an enforcement action provided in subsection (3} if:

{a) a health carrier fails to implement corrective action recommended by the department [OR THE
BOARD];

{b) corrective action taken by a health carrier does not result in bringing a health carrier into
compliance with [sections 8 through 22] and the rules implementing [sections 8 through 29] within a
reaasonable period of time;

(c) the department [OR THE BOARD] demonstrates to the commissioner that a health carrier does

nat comply with [sections 8 through 29] or the rules implementing [sections 8 through 29]; or

{d} the commissioner determines that a health carrier has violated or is violating [sections 8 through
29] or the rules implementing {sections 8 through 29].

{3) The commissioner may take any of the following enforcement actions to require a health carrier
to comply with [sections 8 through 29] or the rules implementing [sections 8 through 29]:

{a) suspend or revoke the health carrier's certificate of authority or deny the health carrier’s
application for a certificate of authority; or

{b) use any of the commissioner’s other enforcement powers provided in Title 33, chapter 1, part

NEW SECTION. Section 29, Jurisdiction over contract actions. The district courts have jurisdiction

over actions for the enforcement of contracts authorized or regulated by [sections 8 through 29].

NEW SECTION. SECTION 30. DEFINITIONS. AS USED IN [SECTIONS 8 THROUGH 29}, THE
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FOLLOWING DEFINITIONS APPLY:

(1] _"BOARD" MEANS THE BOARD OF NETWORK ADEQUACY AND QUALITY ASSURANCE

PROVIDED FOR IN [SECTION 31].

(2) "CLOSED PLAN" MEANS A MANAGED CARE PLAN THAT REQUIRES COVERED PERSONS TO

USE ONLY PARTICIPATING PROVIOERS UNDER THE TERMS OF THE MANAGED CARE PLAN.

{3) "COMBINATION PLAN" MEANS AN OPEN PLAN WITH A CLOSED COMPONENT.

{4) "COVERED BENEFITS" MEANS THOSE HEALTH CARE SERVICES TO WHICH A COVERED

PERSON IS ENTITLED UNDER THE TERMS OF A HEALTH BENEFIT PLAN.

{5) "COVERED PERSON" MEANS A POLICYHOLDER, SUBSCRIBER, OR ENRQLLEE OR OTHER

INDIVIDUAL PARTICIPATING IN A HEALTH BENEFIT PLAN.

(6} "DEPARTMENT" MEANS THE DEPARTMENT OF PUBLIC HEALTH AND HUMAN SERVICES

ESTABLISHED IN 2-15-2201.

{7} "EMERGENCY MEDICAL CONDITION" MEANS A CONDITION MANIFESTING ITSELF BY

SYMPTOMS OF SUFFICIENT SEVERITY, INCLUDING SEVERE PAIN, THAT THE ABSENCE OF IMMEDIATE

MEDICAL ATTENTION COULD REASONABLY BE EXPECTED TO RESULT IN ANY OF THE FOLLOWING:

(A} THE COVERED PERSON’'S HEALTH WOULD BE IN SERIQUS JEOPARDY;

{8} THE COVERED PERSON’S BODILY FUNCTIONS WOQULD BE SERIOUSLY IMPAIRED; OR

(C) A BODILY ORGAN OR PART WOULD BE SERIOUSLY DAMAGED.

{8) "EMERGENCY SERVICES" MEANS HEALTH CARE ITEMS AND SERVICES FURNISHED OR

REQUIRED TO EVALUATE AND TREAT AN EMERGENCY MEDICAL CONDITION.

(9) "FACILITY" MEANS AN INSTITUTION PROVIDING HEALTH CARE SERVICES OR A HEALTH

CARE SETTING, INCLUDING BUT NOT LIMITED TO A HOSPITAL, MEDICAL ASSISTANCE FACILITY, AS

DEFINED IN 50-5-101, CGR OTHER LICENSED INPATIENT CENTER, AN AMBULATORY SURGICAL OR

TREATMENT CENTER, A SKILLED NURSING CENTER, A RESIDENTIAL TREATMENT CENTER, A

DIAGNOSTIC, LABORATORY, OR IMAGING CENTER, OR A REHABILITATION OR OTHER THERAPEUTIC

HEALTH SETTING.

(10) "HEALTH BENEFIT PLAN" MEANS A POLICY, CONTRACT, CERTIFICATE, OR AGREEMENT

ENTERED INTO, OFFERED, COR ISSUED BY A HEALTH CARRIER TO PROVIDE, DELIVER, ARRANGE FOR,

PAY FOR, OR REIMBURSE ANY OF THE COSTS OF HEALTH CARE SERVICES.

(11) "HEALTH CARE PROFESSIONAL" MEANS A PHYSICIAN OR OTHER HEALTH CARE
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PRACTITIONER LICENSED, ACCREDITED, QR CERTIFIED PURSUANT TQ THE LAWS QF THIS STATE TO

PERFORM SPECIFIED HEALTH CARE SERVICES CONSISTENT WITH STATE LAW.

(12) "HEALTH CARE PROVIDER" OR "PROVIDER" MEANS A HEALTH CARE PROFESSIONAL OR

A FACILITY.
(13) "HEALTH CARE SERVICES" MEANS SERVICES FOR THE DIAGNOSIS, PREVENTICN,

TREATMENT, CURE, OR RELIEF OF A HEALTH CONDITION, ILLNESS, INJURY, OR DISEASE.

(14} "HEALTH CARRIER" MEANS AN ENTITY SUBJECT TO THE INSURANCE LAWS AND RULES

OF THIS STATE THAT CONTRACTS, OFFERS TO CONTRACT, OR ENTERS INTO AN AGREEMENT TO

PROVIDE, DELIVER, ARRANGE FOR, PAY FOR, OR REIMBURSE ANY OF THE COSTS OF HEALTH CARE

SERVICES, INCLUDING A DISABILITY INSURER, HEALTH MAINTENANCE ORGANIZATION, OR HEALTH

SERVICE CORPORATION OR ANOTHER ENTITY PROVIDING A HEALTH BENEFIT PLAN.

{15} "INTERMEDIARY" MEANS A PERSON AUTHORIZED TO NEGOTIATE, EXECUTE, AND BE A

PARTY TO A CONTRACT BETWEEN A HEALTH CARRIER AND A PROVIDER OR BETWEEN A HEALTH

CARRIER AND A NETWORK.

(16) "MANAGED CARE PLAN" MEANS A HEALTH BENEFIT PLAN THAT EITHER REQUIRES OR

CREATES INCENTIVES, INCLUDING FINANCIAL INCENTIVES, FOR A COVERED PERSON TO USE HEALTH

CARE PROVIDERS MANAGED, OWNED, UNDER CONTRACT WITH, OR EMPLOYED BY A HEALTH

CARRIER, BUT NOT PREFERRED PROVIDER ORGANIZATIONS OR OTHER PROVIDER NETWORKS

OPERATED IN_A FEE-FOR-SERVICE INDEMNITY ENVIRONMENT.

(17) "MEDICALLY NECESSARY" MEANS SERVICES OR SUPPLIES THAT ARE NECESSARY AND

APPROPRIATE FOR THE TREATMENT OF A COVERED PERSON’'S EMERGENCY MEDICAL CONDITION OR

FOR THE PREVENTIVE CARE OF A COVERED PERSON ACCCORDING TO _ACCEPTED STANDARDS OF
MEDICAL PRACTICE.

{18) "NETWORK" MEANS THE GROUP OF PARTICIPATING PROVIDERS THAT PROVIDES HEALTH
CARE SERVICES TC A MANAGED CARE PLAN.

(19) "OPEN PLAN" MEANS A MANAGED CARE PLAN OTHER THAN A CLOSED PLAN THAT

PROVIDES INCENTIVES, INCLUDING FINANCIAL INCENTIVES, FOR COVERED PERSONS TO USE

PARTICIPATING PROVIDERS UNDER THE TERMS OF THE MANAGED CARE PLAN.

(20) "PARTICIPATING PROVIDER" MEANS A PROVIDER WHO, UNDER A CONTRACT WITH A

HEALTH CARRIER OR WITH THE HEALTH CARRIER’'S CONTRACTOR, SUBCONTRACTOR, OR
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INTERMEDIARY, HAS AGREED TO PROVIDE HEALTH CARE SERVICES TO COVERED PERSONS WITH AN

EXPECTATION OF RECEIVING PAYMENT, OTHER THAN COINSURANCE, COPAYMENTS., OR

DEDUCTIBLES, DIRECTLY OR INDIRECTLY FROM THE HEALTH CARRIER.

(21) "PRIMARY CARE PROFESSIONAL" MEANS A PARTICIPATING HEALTH CARE PROFESSIONAL

DESIGNATED 8Y THE HEALTH CARRIER TO SUPERVISE, COORDINATE, OR PROVIDE INITIAL CARE OR

CONTINUING CARE TO A COVERED PERSON AND WHG MAY 8E REQUIRED BY THE HEALTH CARRIER

TO INITIATE A REFERRAL FOR SPECIALTY CARE AND TO MAINTAIN SUPERVISION OF HEALTH CARE

SERVICES RENDERED TO THE COVERED PERSON,

{22) "QUALITY ASSESSMENT" MEANS THEMEASUREMENT AND EVALUATION OF THE QUALITY

AND OUTCCMES OF MEDICAL CARE PROVIDED TO INDIVIDUALS, GROUPS, OR POPULATIONS.

{23) "QUALITY ASSURANCE"” MEANS QUALITY ASSESSMENT AND QUALITY IMPROVEMENT.

(24) "QUALITY IMPROVEMENT" MEANS AN EFFORT TO IMPROVE THE PROCESSES AND

OUTCOMES RELATED TO THE PROVISION OF HEALTH CARE SERVICES WITHIN A HEALTH PLAN.

NEW SECTICN. SECTION 31. BOARD OF NETWORK ADEQUACY AND QUALITY ASSURANCE.

{1) THERE IS A BOARD OF NETWORK ADEQUACY AND QUALITY ASSURANCE. THE BOARD 1S

COMPOSED OF A MEDICAI DIRECTOR, THE DIRECTOR OF THE DEPARTMENT OF PUBLIC HEALTH AND

HUMAN SERVICES, PROVIDED FORIN 2-15-2201, AND THE COMMISSIONER OF INSURANCE, PROVIDED

FOR IN 2-15-1303,

(2) THE MEDICAL DIRECTOR IS APPOINTED BY THE GOVERNOR AND MUST BE LICENSED AS

A PHYSICIAN BY THE STATE OF MONTANA. THE MEDICAL DIRECTOR MUST BE A SPECIALIST IN

EITHER FAMILY PRACTICE OR INTERNAL MEDICINE. THE GOVERNOR MAY REMOVE A MEDICAL

DIRECTOR AT ANY TIME AND APPOINT A NEW MEDICAL DIRECTOR TO THE POSITICN.

(3] _THE GENERAL POWERS AND DUTIES OF THE BOARD ARE PROVIDED IN [SECTION 32].

(4) THE BOARD IS ATTACHED FOR ADMINISTRATIVE PURPOSES TO THE DEPARTMENT

PURSUANT TO 2-15-121.

NEW SECTION. SECTION 32. BOARD -- GENERAL POWERS AND DUTIES. THE BOARD SHALL:

{1) PERIODICALLY REVIEW THE STATE NETWORK ADEQUACY AND QUALITY ASSURANCE

STANDARDS PROVIDED IN [SECTICNS 8 THROUGH 29] AND THE RULES IMPLEMENTING [SECTIONS 8
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THROUGH 29];
{2) RECOMMEND CORRECTIVE ACTION NECESSARY FOR THE HEALTH CARRIER TO ACHIEVE

COMPLJANCE WITH STATE NETWORK ADEQUACY AND QUALITY ASSURANCE STANDARDS; AND

{3) RECOMMEND ACTION TO THE COMMISSIONER AGAINST A HEALTH CARRIER WHOSE

MANAGED CARE PLAN DCES NOT COMPLY WITH STANDARDS FOR NETWORK ADEQUACY AND

QUALITY ASSURANCE ADOPTED BY THE BOARD.

NEW SECTION. Section 33. Codification instruction. (1) [Section 7] is intended to be codified as
an integral part of Title 33, chapter 31, and the provisions of Title 33, chapter 31, apply to [section 7].
(2} {Sections 8 through 28 32] are intended to be codified as an integral part of Title 33, and the

provisions of Title 33 apply to [sections 8 through 28 32].

NEW SECTION. Section 34. Severability. If a part of [this act] is invalid, all valid parts that are

severable from the invalid part remain in effect. If a part of [this act] is invalid in one or more of its
applications, the part remains in effect in all valid applications that are severable from the invalid

applications.

NEW SECTION. Section 35. Applicability. [This act] applies to a health carrier as defined in

[section 10] who offers a managed care plan as defined in [section 10] on or after [the effective date of

this section].

NEW SECTION. Section 36. Effective dates. (1) Except as provided in subsections (2) and (3),

[this act] is effective January 1, 1998.

(2} [Sections 22 ard-38-threughr-32, 33 THROUGH 35, AND 37 and this section] are effective on

passage and approval.

(3} [Sections 23 through 26] are effective October 1, 1999,

(4) {SECTIONS 30 THROUGH 32] AND THE LANGUAGE IN BRACKETS [N [SECTIONS 9, 12, AND
28] ARE EFFECTIVE JULY 1, 2001. '

NEW SECTION. SECTION 37. TERMINATION. [SECTION 10] TERMINATES JUNE 30, 2001,
-END-
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SENATE BILL NO. 365
INTRODUCED BY BENEDICT, HARGROVE, GRIMES, HARP, MERCER, AKLESTAD, AHNER, GROSFIELD,
MASOLO, BAER, M. TAYLOR, MILLS, ROSE, MAHLUM, MOOD, SPRAGUE, JABS, ESTRADA,
DEPRATU, FOSTER, MCNUTT, KEATING, JENKINS, CRISMORE, GLASER, HERTEL, BURNETT,
THOMAS, SMITH, CRIPPEN, COLE, BOHLINGER, PECK, DENNY, OHS, GRINDE, BOOKOUT-REINICKE,
BARNETT, MARSHALL

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR THE REGULATION OF HEALTH INSURANCE
CARRIERS WHO OFFER MANAGED CARE PLANS; PROVIDING FOR STATE NETWORK ADEQUACY AND
QUALITY ASSURANCE STANDARDS AND A MEANS FOR ENFORCING THE STANDARDS; REGULATING
CONTRACTS RELATING TO MANAGED CARE PLANS; PROVIDING REPORTING AND DISCLOSURE
REQUIREMENTS; PROVIDING FOR CONFIDENTIALITY OF HEALTH CARE INFORMATION; PROVIDING
DEFINITIONS; APPLYING PREMIUM INCREASE RESTRICTIONS TO HEALTH MAINTENANCE
ORGANIZATIONS; REQUIRING HEALTH MAINTENANZE ORGANIZATIONS TO FILE FINANCIAL
STATEMENTS; REQUIRING PROTECTION AGAINST INSOLVENCY BY HEALTH MAINTENANCE
ORGANIZATIONS; CREATING A BOARD OF NETWORK ADEQUACY AND QUALITY ASSURANCE
EFFECTIVE JULY 1, 2001: PROVIDING FOR POWERS AND DUTIES OF THE BOARD; AMENDING

SECTIONS 33-22-1703, 33-22-1707, 33-31-102, 33-31-111, 33-31-211, AND 33-31-216, MCA; AND
PROVIDING EFFECTIVE DATES, ANB AN APPLICABILITY DATE_AND A TERMINATION DATE."

THERE ARE NO CHANGES IN THIS BILL AND IT WILL NOT BE
REPRINTED. PLEASE REFER TO SECOND READING COPY
(YELLOW) FOR COMPLETE TEXT.
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SENATE BILL NO. 365
INTRODUCED BY BENEDICT, HARGROVE, GRIMES, HARP, MERCER, AKLESTAD, AKNER, GROSFIELD,
MASOLO, BAER, M. TAYLOR, MILLS, ROSE, MAHLUM, MOOD, SPRAGUE, JABS, ESTRADA,
DEPRATU, FOSTER, MCNUTT, KEATING, JENKINS, CRISMORE, GLASER, HERTEL, BURNETT,
THOMAS, SMITH, CRIPPEN, COLE, BOHLINGER, PECK, DENNY, OHS, GRINDE, BOOKOUT-REINICKE,
BARNETT, MARSHALL

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR THE REGULATION OF HEALTH INSURANCE
CARRIERS WHO OFFER MANAGED CARE PLANS; PROVIDING FOR STATE NETWORK ADEQUACY AND
QUALITY ASSURANCE STANDARDS AND A MEANS FOR ENFORCING THE STANDARDS; REGULATING
CONTRACTS RELATING TO MANAGED CARE PLANS; PROVIDING REPORTING AND DISCLOSURE
REQUIREMENTS; PROVIDING FOR CONFIDENTIALITY OF HEALTH CARE INFORMATION; PROVIDING
DEFINITIONS; APPLYING PREMIUM INCREASE RESTRICTIONS TO HEALTH MAINTENANCE
ORGANIZATIONS; REQUIRING HEALTH MAINTENANCE ORGANIZATIONS TO FILE FINANCIAL
STATEMENTS; REQUIRING PROTECTION AGAINST INSOLVENCY BY HEALTH MAINTENANCE

SECTIONS 33-22-1703, 33-22-1707, 33-31-102, 33-31-111, 33-31-211, AND 33-31-216, MCA; AND

PROVIDING EFFECTIVE DATES~ANDB AND AN APPLICABILITY DATE-ANB-A-TERMINAHON-BATE."

STATEMENT OF INTENT

A statement of intent is required for this bill because [sections 12, 13, and 22] require rules to be
adopted by the department of public health and human services.

The rules adopted by the department must establish state network adequacy and quality assurance
standards for managed care plans that amplify [sections 8 through 29] and must provide greater detail
regarding specific means by which a health carrier meets the requirements of [sections 8 through 29].

A managed care plan accredited by a nationally recognized organization is not required to meet
some of the provisions of [sections 8 through 29], but the legislature acknowledges that small managed
care plans may not be capable of meeting all of the accreditation requirements of national accrediting

organizations.
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In order to promote uniformity of standards applicable to all managed care plans, state quality
assurance standards for small managed care plans must consist of standards that are atleast-the-eguivalent

g appropriate

The department Ad

ASSUBANCE may refer reports of noncompliance by a health carrier to the commissioner for corrective
action. Under the department’s rulemaking authority, the department shall specify network adequacy and
quaiity assurance review processes.

[Section 19] designates the department of public health and human services as the place for
insurance carriers to file documents related to managed care provider network adequacy and quality
assurance. The department shall adopt rules establishing procedures for filing these documents and shall
adopt rules specifying processes for amending or withdrawing documents already filed that relate to

network adequacy and quality assurance.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA.:

Section 1. Section 33-22-1703, MCA, is amended to read:
"33-22-1703. Definitions. As used in this part, the following definitions apply:

(1) "Emergency medical condition” means a condition manifesting itself by symptoms of sufficient

severity, including _severe pain, that the absence of immediate medical attention could reasonably be

expected to result in any of the following:

{a) the covered person’s health would be in seripus jeopardy;

(b) the covered person’s bodily functions would be seriously impaired: or

¢l a bodily organ or part would be seriously damaged.

{2} "Emergency services” means &<
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health care items or services furnished or

required to evaluate and treat an emergency medical condition.

{243) "Heélth benefit plan” means the health insurance policy or subscriber arrangement between
the insured or subscriber and the health care insurer that defines the covered services and benefit levels
available.

{3H4) "Health care insurer” means:

{a) an insurer that provides disability insurance as defined in 33-1-207;

(b} a health service corporation as defined in 33-30-101;

{c) a-hoalth-maintenance-organization-as-defined-in-33-31-102;

{} a fraternal baenefit society as described in 33-7-105; or

{e¥{d} any other entity regulated by the commissioner that provides health coverage except a health

maintenance organization.

{4(5} "Health care services” means health care services or products rendered or sold by a provider
within the scope of the provider’'s license or legal authorization or services provided under Title 33, chapter
22, part 7.

{6}(6) "Insured" means an individual entitled to reimbursement for expenses of health care services
under a policy or subscriber contract issued or administered by‘ an insurer.

{63(7] "Preferred provider™ means a provider or group of providers who have contracted to provide
specified health care services.

+H(B} "Preferred provider agreemant” means a contract between or on behaif of a health care
insurer and a preferred provider.

{849) "Provider" means an individual or entity licensed or legally authorized to provide health care
services or services covered within Title 33, chapter 22, part 7.

{93{10) "Subscriber” means a certificate holder or other person on whose behalf the health care

insurer is providing or paying for health care coverage.”

Section 2, Section 33-22-1707, MCA, is amended to read:
"33-22-1707. Rules. The commissioner ehal-prormulgate may adopt rules necessary to implement

the provisions of this part.”
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1 Section 3. Section 33-31-102, MCA, is amended to read:
2 "33-31-102. Definitions. As used in this chapter, unless the context requires otherwise, the
3 following definitions apply:
4 (1) "Basic health care services” means:
5 {a) consultative, diagnostic, therapeutic, and referral services by a provider;
6 {b) inpatient hospital and provider care;
7 {c) outpatient medical services;
8 {d) medical treatment and referral services;
9 {e) accident and sickness services by a provider to each newborn infant of an enrollee pursuant
10  to 33-31-301%(3){e); -
11 {f} care and treatment of mental illness, alcoholism, and drug addiction;
12 {g) diagnostic laboratory and diagnostic and therapeutic radiolt::'gic services;
13 {h) preventive health services, including:
14 (i) immunizations;
15 (ii) well-child care from birth;
16 {iii) periodic health evaluations for aduits;
17 (iv} voluntary family planning services;
18 (v) infertility services; and
19 {vi} children’s eye and ear examinations conducted to determine the need for vision and hearing

20 correction;

21 {i} minimum mammography examination, as defined in 33-22-132; and

22 {j) treatment for phenylketonuria. "Treatment” means licensed professional medical services under
23  the supervision of a physician and a dietary formula product to achieve and maintain normalized bloo>d levels

24  of phenylalanine and adequate nutritional status.

25 {2) "Commissioner’ means the commissioner of insurance of the state of Montana.

26 {3) “Enrolles” means a person:

27 {a) who enrolls in or contracts with a health maintenance organization;

28 {b} on whose behalf a contract is made with a health maintenance organization to receive health

29 care services; or

30 {c) on whose behalf the health maintenance organization contracts to receive health care services.
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(4) "Evidence of coverage" means a certificate, agreement, policy, or contractissued to an enrollee
setting forth the coverage to which the enrollee is entitled.

{8) "Health care services" means;

{a) the services included in furnishing medical or dental care to a person;

{b) the services inciuded in hospitalizing a person;

{c) the services incident to furnishing medical or dental care or hospitalization; or

{d) the services included in furnishing to a person other services for the purpose of preventing,
alleviating, curing, or healing illness, injury, or physical disability.

(6) "Health care services agreement” means an agreement for heaith care services between a
health maintenance ofganization and an enrallee.

{7) "Health maintenance organization” meaﬁs a person whao provides or arranges for basic health
care services to enrollees on a prepaid eretherfiraneial basis, either directly through provider employees

or through contractual or other arrangements with a provider or a group of providers. This subsection does

not limit methods of provider payments made by health maintenance organizations. FH4S-TERM-ARPLIES

{8) "Insurance producer” means an individual, partnership, or corporation appointed or authorized
by a health maintenance organization to solicit applications for health care servicés agreements on its
behalf.

(9) "Person" means:

(a} an individual;

(b) a group of individuals;

{c} an insurer, as defined in 33-1-201;

{d) a health service corporation, as defined in 33-30-101;

{e} a corporation, partnership, facility, association, or trust; or

(f) an institution of a governmental unit of any state licensed by that state to provide health care,
inciuding but not limited to a physician, hospital, hospitai-related facility, or long-term care facility.

{10) "Plan" means a health maintenance organization operated by an insurer or health service

corperation as an integral part of the corporation and not as a subsidiary.
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{11) "Provider” means a physician, hospital, hospital-related facility, long-term care facility, dentist,
osteopath, chiropractor, optometrist, podiatrist, psychologist, licensed social worker, registered pharmacist,

or puree-specialiet advanced practice registered nurse as specifically listed in 37-8-202 who treats any

ilness or injury within the scape and limitations of bis the provider's practice or any other person who is

licensed-or otherwise authorized in this state to furnish health care services.

H233112) "Uncovered expenditures” mean the costs of health care services that are coveread by

a health maintenance organization and for which an enrollee is liable if the health maintenance organization

becomes insolvent.”

Section 4. Section 33-31-111, MCA, is amended to read:

"33-31-111. Statutory construction and relationship to other laws. (1) Except as otherwise
provided in this chapter, the insurance or health service corporation laws do not apply to any health
maintenance organization authorized to transact business under this chapter. This provision does not apply
to an insurer or health service corporatioh licensed and regulated pursuant to the insurance or health service
corporation laws of this state except with respect to its health maintenance organization activities
authorized and regulated pursuant to this chapter.

{2} Solicitation of enrollees by a health maintenance organization granted a certificate of authority
or its representatives may—hot-be-cenetrued-as is not a violation of any law relating to solicitation or
advertising by health professionalis.

{3} A health maintenance organization authorized under this chapter may—ne-t—be—sensader-ed—;e-be
is not practicing medicine and is exempt from Title 37, chapter 3, relating to the practice of medicine.

{4} Fhe-provisions-of-this This chapter do does not exempt a health maintenance organization from
the applicable certificate of need requiremeénts under Title 50, chapter 5, parts 1 and 3.

(5) Fhe-provisions-ofthis This section de does not exempt a health maintenance organization from

material transaction disclosure requirements under 33-3-701 through 33-3-704. A health maintenance
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organization must be considered an insurer for the purposes of 33-3-701 through 33-3-704.

(6) This section does not exempt a health maintenance organization from network adequacy and

quality assurance requirements provided under [sections 8 through 29]."

Section 5. Section 33-31-211, MCA, is amended to read:

"33-31-211. Annual statement statements -- revocation for failure to file -- penaity for false
swearing. (1) Unless it is operated by an insurer or a health service corporation as a plan, each authorized
health maintenance organization shall annually on or before March 1 file with the commissioner a full and
true statement of its financial condition, transactions, and affairs as of the preceding December 31. The
statement must be in the general form and content required by the commissioner. The statement must be
verified by the oath of at least two principal officers of the health maintenance organization. The

commissioner may in-his-discration waive any verification under oath. |In_addition, a health maintenance

organization shall, unless it is operated by an insurer or a health service corporation as a plan, annually file

on or before June 1 an audited financial statement.

{2} At the time of filing its the annual statement required by March 1, the health maintenance

arganization shall pay the commissioner the fee for filing it& the statement as prescribed in 33-31-212. The
commissioner may refuse to accept the fee for continuance of the insurer’s certificate of authority, as
provided in 33-31-212, or may in his discretion suspend or revoke the certificate of authority of a health
maintenance organization that fails to file an annual statement when due.

{3} The commissioner may, after notice and hearing, impose a fine not to exceed $5,000 per for
each violation upon a director, officer, partner, member, insurance producer, or employee of a health
maintenance organization who knowingly subscribes to or concurs in making or publishing an annual
statement required by law that contains a material statement which that is false.

(4) The commissioner may require sdeb reports as-he-considers considered reasonably necessary
and appropriate to enable him the commissicner to carry out his duties required of the commissioner under
this chapter, including but not limited to a statement of operations, transactions, and affairs of a healith

maintenance organization operated by an insurer or a health service corporation as a plan.”

Section 6. Section 33-31-216, MCA, is amended to read:

"33-31-216. Protection againstinsolvency. (1) Except as provided in subsections (4) through (7},
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each authorized health maintenance organization shall deposit with the commissioner cash, securities, or
any combination of cash o'r securities acceptable to the commissioner in the amount set forth in this
section.

{2) The amount of the deposit for a health maintenance organization during the first yvear of its

operation must-be-the-greaterof:

{6}—$100,000 is $200,000.

{3) At the beginning of each succeeding year, unless not applicable, the health maintenance
organization shall deposit with the commissioner cash, securities, or any combination of cash or securities
acceptable to the commissioner, in an amount equal to 4% of its estimated annual uncovered expenditures
for that year.

{4) Unless not applicable, a health maintenance arganization that is in operation on October 1,
1987, shall make a deposit equal to the greater of:

(a} 1% of the preceding 12 months’ uncovered expenditures; or

0 " , , , ¢ dol

{5} The commissioner may ir-his—discretion waive any of the deposit requirements set forth in

subsections (1) through (4) whenever he the commissioner is satisfied that:

(a) the health maintenance organization has sufficient net worth and an adequate history of

generating net income to assure ensure its financial viability for the next year;

(b) the health maintenance organization's performance and obligations are guaranteed by an
organization with sufficient net worth and an adequate history of generating net income; or
(¢) the health maintenance organization’s assets or its contracts with insurers, health service

corporations, governments, or other organizations are reasonably sufficient to assure the performance of
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its obligations.

(6) When a health maintenance organization achieves a net worth not including land, buildings, and
equipment of at least $1 million or achieves a net worth including organization-related land, buildings. and
equipment of at least $5 million the annual deposit requirement under subsection (3) does not apply. The
annual deposit requirement under subsection (3) does not apply to a health maintenance organization if the
total amount of the accumulated deposit is greater than the capital requirement for the formation or
admittance of a disability insurer in this state. If the health maintenance organization has a guaranteeing
organization that has been in operation for at least 5 years and has a net worth not including land,
buildings, and equipment of at least $1 million or that has been in operation for at least 10 years and has
a net worth including organization-related land, buildings, and equipment of at least $5 million, the annual
deposit requirement under subsection {3} does not apply. If the guaranteeing organization is sponsoring
more than one health maintenance organization, however, the net worth requirement is increased by a
multiple equal to the number of sush those health maintenance organizations. This requirement to maintain
a deposit in excess of the depasit required of a disability insurer does not apply during any time that the
guaranteeing organization maintains for each health maintenance organization it sponsors a net worth at
least equal to the capital and surplus requirements for a disability insurer,

{7} All income from deposits belongs to the depositing health maintenance organization and must
be paid to it as it becomes available. A health maintenance organization that has made a securities deposit
may withdraw the deposit or any part of it after making a substitute deposit of cash, securities, or any
combination of cash or securities of equal amount and value. A health maintenance organization may not
substitute securities without prior approval by the commissioner.

(8) In any year in which an annual deposit is not required of a health maintenance organization,
at the health maintenance organization’'s request, the commissioner shall reduce the previously accumulated
deposit by $100,000 for each $250,000 of net worth in excess of the amount that allows the health
maintenance organization to be exempt from the annuai deposit requirement. If the amount of net worth
no longer supports a reduction of its required deposit, the health maintenance organization shall immediately

redeposit $100,000 for each $250,000 of reduction in net worth—exeept-thatits. _However, the health

maintenance organization’s total deposit may not be required to exceed the maximum required under this

section.

(9) Uniess it is operated by an insurer or a health service carporation as a pian, each health
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maintenance organization shal must have a minimum capital of at least $200,000 in addition to any deposit
reguirements under this section. The capital account must be in excess of any accrued liabilities and be in
the form of cash, securities, or any combination of cash or securities acceptable to the commissioner.

{10) Each health maintenance organization shall demonstrate that if it becomes insolvent:

{a) enrollees hospitalized on the date of insolvency will be covered until discharged; and

{b) enrollees will be entitled to similar alternate insurance coverage that does not contain any

medical underwriting or preexisting limitation requirements.”

NEW SECTION. Section 7. Premium increase restriction -- exception. (1) A health maintenance

organization may not increase a premium for an individual’s or an individual’'s group health care services
agreement more frequently than once during a 12-month period unless failure to increase the premium more
frequently than once during the 12-month period would:

(a) place the health maintenance organization in violation of the laws of this state; or

{b} cause the financial impairment of the health maintenance organization to the extent that further
transaction of insurance by the heaith maintenance organization would injure or be hazardous to its
enrallees or to the public.

(2} Subsection (1) does not apply to a premium increase necessitated by a state or federal law, by

a court decision, by a state rule, or by a federal regulation.

NEW SECTION, Section 8. Short title. [Sections 8 through 29] may be cited as the “Managed Care

Plan Netwark Adequacy and Quality Assurance Act".

NEW SECTION. Section 9. Purpose. The purpase and intent of [sections 8 through 29] are to:

{1) establish standards for the creation and maintenance of networks by health carriers offering
managed care plans and to ensure the adequacy, accessibility, and quality of health care services offered
under a managed care plan by establishing requirements for written agreements between health carriers
offering managed care plans and participating providers regarding the standards, terms, and provisions
under which the participating provider will provide services to covered persons;

(2) provide for the implementation of state network adequacy and quality assurance standards in
administrative rules, provide for monitoring compliance with those standards, and provide a mechanism for
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detecting and reporting viotations of those standards to the commissioner;

(3) establish minimum criteria for the quality assessment activities of a health carrier issuing a
closed plan or a combination plan and to require that minimum state quality assessment criteria be adopted
by rule;

{4) enable health carriers to evaluate, maintain, and improve the quality of health care services
provided to covered persons; and

(6) provide a streamlined and simpiified process by which managed care netwark adequacy and
guality assurance programs may be monitored for compliance THROUGH COORDINATED EFFORTS OF THE
COMMISSIONER AND THE DEPARTMENT [AND-THEBOARD]. It is not the purpose or intent of [sections

8 through 29] to apply quality assurance standards applicable to medicaid or medicare to managed care
plans regulated pursuant to [sections 8 through 29] or to create or require the creation of quality assurance

programs that are as comprehensive as quality assurance programs applicable to medicaid or medicare.

NEW SECTION. Section 10. Definitions. As used in [sections 8 through 29], the following

definitions apply:

(1) "Closed plan” means a managed care plan that requires covered persons to use only
participating providers under the terms of the managed care plan. ‘

{2} "Combination plan” means an open plan with a closed component.

(3} "Covered benefits" means those health care services to which a covered person is entitled
under the terms of a health benefit plan.

{4) "Covered person” means a policyholder, subscriber, or enrotiee or other individual participating
in a health benefit plan.

(5) "Department" means the department of public health and human services established in
2-15-2201.

{6) "Emergency medical condition"” means a condition manifaesting itself by symptoms of sufficient
severity, including severe pain, that the absence of immediate medical attention could reasonably be
expected to result in any of the following:

(a) the covered person’s health would be in serious jeopardy;

(b) the covered person’s bodily functions would be seriously impaired; or

(c) a bodily organ or part would be seriously damaged.
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{7} "Emergency services" means health care items and services furnished or required to evaluate
and treat an emergency medical conditicn.

{8) "Facility" means an institution providing health care services or a health care setting, including
but not limited to a hosp?tal, medical assistance facility, as defined in 50-5-101, or other licensed inpatient
center, an ambulatory surgical or treatment center, a skilled nursing center, a residential treatment center,
a diagnostic, laboratory, or imaging center, or a rehabilitation or other therapeutic health setting.

(9) "Health benefit plan” means a policy, contract, certificate, or agreement entered into, offered,
or issued by a health carrier to provide, deliver, arrange for, pay for, or reimburse any of the costs of health
care services.

{10) "Health care professional” means a physician or other health care practitioner licensed,
accredited, or certified pursuant to the laws of this state to perform specified health care services
consistent with state law.

{11} "Health care provider" or "provider” means a health care professional or a facility.

(12) "Health care services" means services for the diagnosis, prevention, treatment, cure, or relief
of a health condition, illness, injury, or disease.

{13) "Health carrier" means an entity subject to the insurance laws and rules of this state that
contracts, offers to contract, or enters into an agreement to provide, deliver, arrange for, pay for, or
reimburse any of the costs of health care services, including a disability insurer, health maintenance
organization, or health service corporation or another entity providing a health benefit plan.

(14) "Intermediary” means a person authorized to negotiate, execute, and be a party to a contract
between a health carrier and a provider or between a health carrier and a network.

(15) "Managed care plan” means a healith benefit plan that either requires or creates incentives,
including financial incentives, for a covered person to use health care providers managed, owned, under
contract with, or employed by a heaith carrier, but not preferred provider organizations or other provider
netwarks operated in a fee-for-service indemnity environment,

(16) "Medically necessary” means services, MEDICINES, or supplies that are necessary and
appropriate for the DIAGNOSIS OR treatment of a covered person’s emergency ILLNESS, INJURY, OR

medical condition erferthepreventive-cars-ofacovered-persen according to accepted standards of medical
practice AND THAT ARE NOT PROVIDED ONLY AS A CONVENIENCE.

{17) "Network" means the group of participating providers that provides health care services to
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a managed care plan.

(18) "Open plan™” means a managed care plan other than a closed plan that provides incentives,
including financial incentives, for covered persons to use participating providers under the terms of the
managed care plan.

(19} "Participating provider” means a provider who, under a contract with a health carrier or with
the health carrier’s contractor, subcontractor, or intermediary, has agreed to provide health care services
to covered persons with an expectation of receiving payment, other than coinsurance, copayments, or
deductibles, directly or indirectly from the health carrier.

(20) "Primary care professional” means a participating heaith care professional designated by the
health carrier to supervise, coordinate, or provide initial care or continuing care to a covered person and
who may be required by the health carrier to initiate a referral for specialty care and to maintain supervision
of health care services rendered to the covered person.

(21} "Quality assessment” means the measurement and evaluation of the quality and outcomes
of medical care provided to individuals, groups, or populations.

(22) "Quality assurance" means quality assessment and quality improvement.

{23) "Quality improvement” means an effort to improve the processes and outcomes related to the

provision of health care services within a health plan.

NEW SECTION. Section 11. Applicability and scope. {Sections 8 through 29} apply to all health

carriers that offer managed care plans. [Sections 8 through 29] do not exempt a health carrier from the
applicable requirements of federal law when providing a managed care plan to medicare recipients or from
the applicable requirements of federal law or Title 53, chapter 6, when providing a managed care plan to

medicaid recipients.

NEW SECTION. Section 12. Department -- general powers and duties -- rulemaking. (1} The

department shall:

{a) adopt rules pursuant to the Montana Administrative Procedure Act establishing minimum state
standards for network adequacy and quality assurance and procedures for ensuring compliance with those
standards; and

(b} recommend action to the commissioner [ORTO-THE-BOARD] against a health carrier whose
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managed care plan does not comply with standards for network adequacy and quality assurance adopted
by the department. |

(2) Quality assurance standards adopted by the department must consist of soma but not ail of the
health plan employer data and information standards. The department shall select and adoept only standards
appropriate for guality assurance in Mantana.

{3) The state may contract, through a competitive bidding process, far the development of netwaork

adeguacy and quality assurance standards.

NEW SECTION. Section 13. Network adequacy -- standards -- access plan required. {1) A health
carrier offering a managed care plan in this state shall maintain a network that is sufficient in numbers and
types of providers to ensure that all services to covered persons are accessible without unreasonable delay.
Sufficiency in number and type of provider is determined in accordance with the requirements of this
section. Covered persons must have access to emergency care 24 hours a day, 7 days a week. A health
carrier providing a managed care plan shall use reasonable criteria to determine sufficiency. The criteria
may include but are not limited to:

(a) a ratio of specialty care providers to covered persons;

(b) a ratio of primary care providers {0 covered persons;

{c) geographic accessibility;

(d) waiting times for appointments with participating providers;

{e) hours of operation; or

(f) the volume of technological and specialty services avaiiable to serve the needs of covered
persons requiring technologically advanced or specialty care. ,

{2) Whenever a health carrier has an insufficient number or type of participating providers to
provide a covered benefit, the health carrier shall ensure that the covered person obtains the covered
benefit at no greater cost to the covered person than if the covered benefit were obtained from participating
providers or shall make other arrangements acceptable to the diepartment.

(3) The heaith carrier shall establish and maintain adequate provider networks ta ensure reasonable
proximity of participating providers to the businesses or personal residences of covered persons. In
determining whether a health carrier has complied with this requirement, consideration must be given to

the relative availability of health care providers in the sarvice area under consideration.
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{6}(4) A health carrier offering a managed care pian in this state on October 1, 1998, shall file with

the department on October 1, 1998, an access plan complying with subsection {5 [6) and the rules of the
department. A health carrier offering a managed care plan in this state for the first time after October 1,
1998, shall file with the department an access plan meeting the requirements of subsection {8 (6) and the
rules of the department before offering the managed care plan. A plan must be filed with the department
in a manner and form complying with the rules of the department. A health carrier shall file any subsequent
material changes in its access plan with the department within 30 days of imptementation of the change.

68+(5) A health carrier may request the department to designate parts of its access plan as
proprietary or competitive information, and when designated, that part may not be made public. For the
purposes of this section, infarmation is proprietary or competitive if'revealing the information would cause
the health carrier’'s competitors to obtain valuable business information. A health carrier shall make the
access plans, absent proprietary information, available on its business premises and shall provide a copy
of the plan upon request.

{#HB] An access plan for each managed care plan offered in this state must describe or contain
at least the following:

{(a) a listing of the names and specialties of the health carrier’s participating providers;

{b) the health carrier’'s procedures for making referrals within and outside its network;

{c) the health carrier's process for mohitoring and ensuring on an ongoing basis the sufficiency of
the network to meet the health care needs of populations that enroll in the managed care plan;

(d} the health carrier’s efforts to address the needs of covered persons with limited English
proficiency and illiteracy, with diverse cultural and ethnic backgrounds, and with physicat and mental
disabilities;

(e} the health carrier’'s methods for assessing the health care needs of covered persons and their
satisfaction with services;

(f) the health carrier's method of informing covered persons of the plan’s services and features,
including but not limited to the plan’s grievance procedures, its process for choosing and changing
providers, and its procedures for providing and approving emergency and specialty care;

{g) the health carrier's system for ensuring the coordination and continuity of care for covered
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persons referred to specialty physicians and for covered persons using ancillary services, including social
services and other community resources, and for ensuring appropriate discharge planning;

{h) the heaith carrier’s process for enabling covered persons to change primary care professionals:

(i) the health carrier’s proposed plan for providing continuity of care in the event of contract
termination between the health carrier and a participating provider or in the event of the health carrier’s
insolvency or other inability to continue operations. The description must explain how covered persons will
be notified of the contract termination or the health carrier’s insolvency or other cessation of operations
and be transferred to other providers in a timely manner,

{j) any other information required by the department to determine compliance with [sections 13
through 21] and the rules implementing [sections 13 through 21].

(7] THE DEPARTMENT SHALL ENSURE TIMELY AND EXPEDITED REVIEW AND APPROVAL OF

THE ACCESS PLAN AND OTHER REQUIREMENTS IN THIS SECTION.

NEW SECTION. Section 14. Provider responsibility for care -- contracts -- prohibited collection
practices. {(H—-A-heatth-carreroiierng-araa

+2{1) A contract between a health carrier and a participating provider must set forth a hold

harmless provision specifying protection for covered persons. This requirement is met by including in a
contract a provision substantially the same as the following:

"The provider agrees that the provider may not for any reason, including but not limited to
nonpayment by the health carrier or intermediary, insolvency of the health carrier or intermediary, or breach
of this agreement, bill, charge, collect a deposit, seek compensation, remuneration, or reimbursement, or
have any recourse from or against a covered person or a person other than the health carrier or intermediary
acting on behalf of the covered person for services provided pursuant to this agreement. This agreement
does not prohibit the provider from collecting coinsurance, copayments, or deductibles, as specifically
provided in the evidence of coverage, or fees for uncovered services delivered on a fee-for-service basis
to a covered person. This agreement does not prohibit a provider, except a health care professional who

is employed full-time on the staff of a health carrier and who has agreed to provide services exclusively to

[Legistative
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that health carrier’s covered persons and no others, and a covered person from agreeing to continue
services solely at the expense of the covered person if the provider has clearly informed the covered person
that the health carrier may not cover or continue to cover a specific service or services. Except as provided

in this agreement, this agreement does not prohibit the provider from pursuing any legal remedy available

for obtaining payment for services from the health carrier."

{3}{2]} A contract between a health carrier and a participating provider must state that if a health
carrier or intermediary becomes insolvent or otherwise ceases operations, covered benefits to covered
persons wili continue through the end of the period for which a premium has been paid to the health carrier
on behalf of the covered person, but not to exceed 30 days, or until the covered person’s discharge from
an ACUTE CARE inpatient facility, whichever occurs last. Covered benefits to a covered person confined
in an ACUTE_CARE inpatient facility on the date of insolvency or other cessation of operations must be
continued by a provider until the confinement in an inpatient facility is no longer medically necessary.

43{3) The contract provisions that satisfy the requirements of subsections {23-and-3} (1) AND (2}
must be construed in favor of the covered person, survive the termination of the contract regardless of the
reason for termination, including the insolvency of the heaith carrier, and supersede an oral or written
contrary agreement between a participating provider and a covered person or the representative of a
covered person if the contrary agreement is inconsistent with the hold harmless and continuation of covered
benefits provisions required by subsections {2-ard43+ (1) AND {2).

{b3(4]) A participating provider may not coliect or attempt to collect from a covered person money

owed to the provider by the health carrier.

NEW SECTION. Section 15. Selection of providers -- professional credentials standards. (1) A

health carrier shall adopt standards for selecting participating providers who are primary care professionals
and for each health care professional specialty within the health carrier’s network. The health carrier shall
use the standards to select health care professionals, the health carrier’s intermediaries, and any provider
network with which the health carrier contracts. A health carrier may not adopt selection criteria that allow
the health carrier to:

{a) avoid high-risk populations by excluding a provider because the provider is located in a
geographic area that contains populations or providers presenting a risk of higher than average claims,

losses, or use of health care services; or
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(b) exclude a provider because the provider treats or specializes in treating populations presenting
a risk of higher than average claims, losses, or use of health care services.

(2} Subsection (1) does not prohibit a health carrier from declining to select a provider who fails
1o meet the other legitimate selection criteria of the heaith carrier adopted in compliance with [sections 13
through 21] and the rules implementing [sections 13 through 21}.

(3) [Sections 13 through 21] do not require a health carrier, its intermediary, or a provider network
with which the heaith carrier or its intermediary contract to employ specific providers or types of providers
who may meet their selection criteria or to contract with or retain more providers or types of providers than
are necessary to maintain an adequate network.

{(4) A health carrier may use criteria established in accordance with the provisions of this section
to select health care professionals aillowed to participate in the health carrier's managed care plan. A heaith
carrier shall make its selection standards for participating providers évaifable for review by the department

and by each health care professional who is subject to the selection standards.

NEW SECTION. Section 16. Health carriers -- general responsibilities. {1) A health carrier offering
a managed care plan shall notify, in writing, prospective participating providers of the participating
providers’ responsibilities concerning the health carrier’s administrative policies and programs, including but
not limited to payment terms, utilization reviews, the quality assurance program, credentialing, grievance
procedures, data reporting requirements, confidentiality requirements, and applicable federal or state
requirements..

{2) A health carrier may not offer an inducement under a managed care plan to a participating
provider to provide less than medically necessary services to a covered person.

{3) A health carrier may not prohibit a participating provider from discussing a treatment option
with a covered per.son or from advocating on behalf of a covered person within the utilization review or
grievance processes established by the health carrier or a person contracting with the health carrier.

(4) A health carrier shall require a participating provider to make health records available to
appropriate state and federal authorities, in accordance with the applicable state and federal laws related
to the confidentiality of medical or heaith records, when the authorities are involved in assessing the quality
of care or investigating a grievance or complaint of a covered person.

{5) A health carrier and participating provider shall provide at least 60 days’ written notice to each
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other before terminating the contract between them without cause. The health carrier shall make a good
faith effort to provide written notice of a termination, within 15 working days of receipt or issuance of a
notice of termination from or to a participating provider, to all covered persons who are patients seen on
a regular basis by the participating provider whose contract is terminating, irrespective of whether the
termination ‘is for cause or without cause. If a contract termination involves a primary care protessional,
all covered persons whao are patients of that primary care professional must be notified.

{6) A health carrier shall ensure that a participating provider furnishes covered benefits to all
covered persons without regard to the covered person’s enrollment in the plan as a private purchaser or
as a participant in a publicly financed program of health care services. This requirement does not apply to
circumstances in which the participating provider should not render services because of the participating
provider's lack of training, experience, or skill or because of a restriction on the participating provider’s
license.

{7) A health carrier shall notify the participating providers of their obligation, if any, to collect
applicable coinsurance, copayments, or deductibles from covered persons pursuant to the evidence of
coverage or of the participating providers” obligations, if any, to notify covered persons of the covered
persons’ personal financial obligations for noncovered benefits.

(8) A health carrier may not penalize a participating provider because the participating provider,
in good faith, reports to state or federal authorities an act or practice by the health carrier that may
adversely atfect patient health or welfare,

(9) A health carrier shall establish a mechanism by which a participating provider may determine
in a timely manner whether or not a person is covered by the health carrier.

(10} A health carrier shall establish procedures for resolution of administrative, payment, or other
disputes between the health carrier and participating providers.

{11} A contract between a health carrier and a participating provider may not contain definitions
or other provisions that conflict with the definitions or provisions contained in the managed care plan or
[sections 8 through 28].

(12} A contract between a health carrier and a participating provider shall set forth all of the
responsibilities and obligations of the provider either in the contract or documents referenced in the
contract. A health carrier shall make its best effort to furnish copies of any reference documents, if

requested by a participating provider, prior to execution of the contract.
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NEW SECTION. Section 17. Emergency services. {1} A health carrier offering a managed care plan
shall provide or pay for emergency services screening and emergency services and may not require prior
authorization for either of those services. If an emergency services screening determines that emergency
services or emergency services of a particular type are unnecessary for a covered person, emergency
services or emergency services of the type determined unnecessary by the screening need not be covered
by the health carrier unless otherwise covered under the health benefit plan. However, if screening
determines that emergency services or emergency services of a particular type are necessary, those
services must be covered hy the health carrier. A health carrier shall cover emergency services if the health
carrier, acting through a participating provider or other authorized representative, has authorized the
provision of emergency services.

(2) A health carrier shatl provide or pay for emergency services obtained from a nonnetwork
provider within the service area of a managed care plan and may not require prior authorization of those
services if use of a participating provider would result in a delay that would worsen the medical condition
of the covered person ar if a pravision of federal, state, or local law requires the use of a specific provider.

(3} If a participating provider or other authorized representative of a health carrier authorizes
emergency services, the health carrier may not subsequently retract its authorization after the emergency
services have heen provided or reduce payment for an item or health care services furnished in reliance on
approval unless the approval was based on a material misrepresentation about the covered person’s medical
condition made by the provider of emergency services.

{4) Coverage of emergency services is subject to applicable coinsurance, copayments, _and
deductibles. |

{b) For postevaluation or poststabilization services required immediately after receipt of emergency
services, a health carrier shail provide access to an authorized repfesentative 24 hours a day, 7 days a

week, to facilitate review.

NEW SECTION. Section 18. Use of intermediaries -- responsibilities of health carriers,
intermediaries, and providers. (1) A health carrier is responsible for compiying with applicable provisions
ot [sections 8 through 29], and contracting with an intermediary for all or some of the services for which
a health carrier is responsible-does not relieve the health carrier of responsibility for compliance.

(2} A health carrier may determine whether a subcontracted provider participates in the provider's
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own network or a contracted network for the purpose of providing covered benefits to the health carrier’s
covered persons.

(3) A heaith carrier shall maintain copies of all intermediary health care subcontracts at the health
carrier’'s principal place of business in this state or ensure that the health carrier has access to all
intermediary subcontracts, including the right to make copies of the contracts, upon 20 days’ prior written
notice from the health carrier.

{4) Ifrequired in @ contract or otherwise by a health carrier, an intermediary shall transmit utilization
documentation and claims-paid documentation to the health carrier. The health carrier shall monitor the
timeliness and appropriateness of payments made to providers and health care services received by covered
persons. This duty may not be delegated to an intermediary by a health carrier.

(B) If required in a contract or otherwise by a health carrier, an intermediary shall maintain the
books, records, financial information, and documentation of services provided to covered persons at its
principal place of business in the state and preserve them for b years in a manner that facilitates regulatory
review.

(6) An intermediary shall allow the COMMISSIONER AND THE department access to the

intermediary’s books, records, claim information, billing information, and other documentation of services
provided to covered persons that are required by any of those entities to determine compliance with
[sections 13 through 21} and the rules implementing [sections 13 through 21].

{7) A health carrier may, in the event of the intermediary’s insolvency, require the assignment to
the health carrier of the provisions of a participating provider’s contract addressing the participating

provider’s obligation to furnish covered benefits.

NEW SECTION. Section 19. Contract filing requirements -- material changes -- state access to

contracts. (1) On October 1, 1998, a health carrier offering a managed care plan shali file with the
department sample contract forms proposed for use with its participating providers and intermediaries.

(2) A health carrier shall file with the department a material change to a contract. The change must
be filed with the department at least 60 days before use of the proposed change. A change in a
participating provider payment rate, ceinsurance, copayment, or deductible or other plan benefit is not
considered a material change for the purpose of this subsection.

{3) A health carrier shall maintain participating provider and intermediary contracts at its principal
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place of business in this state, or the health carrier must have access to all contracts and provide copies

to the department upon 20 days’ prior written notice from the department.

NEW SECTION. Section 20. General contracting requirements. (1} The execution of a contract

for health care services with an intermediary by a health carrier does not relieve the health carrier of its duty
to provide heaith care services to a person with whom the health carrier has contracted and does not
relieve the health carrier of its responsibility for compliance with [sections 8 through 29] or the rules
implementing {sections 8 through 29].

{2) Ali contracts by a health carrier for the provision of health care services by a managed care plan

must be in writing and are subject to review by the department and the commissioner,

NEW SECTION. Section 21. Contract compliance dates. (1) A contract between a heaith carrier

and a participating provider or intermediary in effect on October 1, 1997, must comply with [sections 13
through 21] and the rules implementing [sections 13 through 21] by April 1, 1999. The department may
extend the April 1 date for an additional peried of up to 6 months if the health carrier demanstrates good
cause for an extension.

(2) A contract between a health carrier and a participating provider or intermediary issued or put
into effect on or after April 1, 1998, must comply with [sections 13 through 21] and the rules implementing
{sections 13.through 21} on the day that it is issued or put into effect.

(3) A contract between a health carrier and a participating provider or intermediary not described
in subsection (1) or (2) must comply with [sections 13 through 21] and the rules implementing [sections

13 through 21] by April 1, 1999,

NEW SECTION. Section 22. Department rules. The department shall adopt rules to implement

[sections 13 through 21].

NEW SECTION. Section 23. Quality assurance -- national accreditation. (1) A health carrier

whose managed care plan has been accredited by a naticnaily recognized accrediting arganization shall

annually provide a copy of the accreditation and the accrediting standards used by the accrediting
organization to the department.
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(2) If the department finds that the standards of a nationally recognized accrediting organization
meet or exceed state standards and that the heaith carrier has been accredited by the nationally recognized
accrediting organization, the department shall approve the quality assurance standards of the health carrier.

{3} The department shall maintain a list of accrediting organizations whose standards have been
determined by the department to meet or exceed state quality assurance standards.

{4) [Section 24] does not apply to a health carrier's managed care plan if the health carrier
maintains current accreditation by a nationally recognized accrediting organization whose standards meet
or exceed state quality assurance standards adopted pursuant to [sections 23 through 27].

(5) This section does not prevent the department from monitoring a health carrier’'s compliance

with [sections 23 through 271.

NEW SECTION. Section 24. Standards for health carrier quality assessment programs. A health
carrier that issues a closed plan or a combination plan shall adopt and use infrastructure and disclosure
systems sufficient to accurately measure the guality of health care services provided to covered persons
on aregular basis and appropriate to the types of plans offered by the health carrier. To comply with this
requirement, a health carrier shall: ‘

{1) establish and use a system designed to assess the quality of health care provided to covered
persons and approgpriate to the types of plans offered by the health carrier. The system must include
systematic coliection, analysis, and reporting of relevant data.

(2) communicate in a timely fashion its findings concerning the quality of health care to regulatory
agencies, providers, and consumers as provided in {section 26];

{3) report to the appropriate professional or occupational licensing board provided in Title 37 any
persistent pattern of problematic care provided by a participating provider that is sufficient to cause the
health carrier to terminate or suspend a contractual arrangement with the participating provider; and

(4) file a written description of the quality assessment program and any subsequent material
changes with the department in a format that must be prescribed by rules of the department. The
description must include a signed certification by a corporate officer of the health carrier that the health

carrier’s quality assessment program meets the requirements of [sections 23 through 27].

NEW SECTION. Section 25. Standards for health carrier quality improvement programs. A health
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carrier that issues a closed plan or a combination plan shall, in addition to complying with [section 24],
adopt and use systems and methods necessary to improve the quality of health care provided in the health
carrier’'s managed care plan as indicated by the health carrier’s guality assessment program and as required
by this section. To comply with this requirement, a health carrier subject to this section shall:

(1) establish an internal system capable of identifying opportunities to improve care;

{2) use the findings generated by the system required by subsection (1) to work on a continuing
basis with participating providers and other staff within the closed plan or closed component to improve
the health care delivered to covered persons;

(3) adopt and use a program for measuring, assessing and improving the outcomes of health care
as identified in the health carrier’s quality improvement program plan. This quality improvement program
ptan must be filed with the department by October 1, 2000, and must be consistent with [sections 23
through 27]. A health carrier shall file any subsequent material changes to its quality improvement program
plan within 30 days of implementation of the change. The quality improvement program plan -must:

{(a} implement improvement strategies in rasponse to quality assessment findings that indicate
improvement is needed; and

{b) evaluate, not less than annually, the effectiveness of t'he strategies implemented pursuant to

subsection {3}(a}.

NEW SECTION. Section 26. Reporting and disclosure requirements. {1) A health carrier offering

a closed plan or a combination plan shail document and communicate information, as required in this
section, about its quality assurance program. The heaith carrier shall:

(@) include a summary of its quality assurance program in marketing materials;

{b) include a description of its quality assurance program and a statement of patient rights and
responsibilities with respect to that program in the certificate of coverage or handbook provided to newily
enroited covered persons; and

{c}) make available annually to providers and covered persons a report containing findings from its
quality assurance program and information about its progress in meeting internal goals and external
standards, when available.

{2) A health carrier shall certify to the department annually that its quality assurance program and
the materials provided to providers and consumers in accordance with subsection (1) meet the requirements
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{3) A health carrier shall make available, upon request and payment of a reasonable fee, the
materials certified pursuant to subsection (2), except for the materials subject to the confidentiality
requirements of [section 27] and materials that are proprietary to the managed care plan. A health carrier
shall retain all certified materials for at least 3 years from the date that the material was certified or until

the material has been examined as part of a market conduct examination, whichever is later.

NEW_SECTION. Section 27. Confidentiality of health care and quality assurance records --

disclosure. (1) Except as provided in subsection (2), the following information held by a health carrier
offering a closed plan or a combination plan is confidential and may not be disclosed by the carrier to a
person:

{a) information pertaining to the diagnosis, treatment, or health of a covered person, regardless of
whether the information is in the form of paper, is preserved on microfilm, or is stored in
computer-retrievable form;

{b) information considered by a quality assurance program and the records of its actions, including
testimony of a member of a quality committee, of an officer, director, or other member of a health carrier
or its staff engaged in assisting the quality committee or engaged in the health carrier’s quality assessment,
quality improvement, or quality assurance activities, or of any person assisting or furnishing information
to the quality committee.

{2} The information specified in subsection (1) may be disclosed:

(a) as allowed by Title 33, chapter 19;

{b) as required in proceedings before the commissioner, a professional or occupational licensing
board provided in Title 37, or the department pursuant to Title 50,‘chapter 5, part 2;

(c) in an appeal, if an appeal is permitted, from a quality committee’s findings or recommendations;
or

{(d) as otherwise required by law or court order, including a judicial or administrative subpoena.

(3) Information specified in subsection (1) identifying:

{(a} the provider may also be disclosed upon a written, dated, and signed approval of the provider
if the infermation does not identify the covered person;

{b) the covered person may alsc be disclosed upon a written, dated, and signed approval of the
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covered person or of the parent or guardian of a covered person if the covered person is a minor and if the
information does not identify the provider;
{c) neither the provider nor the covered person may aiso be disclosed upon request for use for

statistical purposes only.

NEW SECTION, Section 28, Enforcement. (1) If the department (SR THE-BOARD] determines that
a health carrier has not complied with [sections B through 29] or the ruies implementing [sections B through
29], the department {ORFHEBOARD} may recommend corrective action to the health carrier.

{2) The AT THE RECOMMENDATION OF THE DEPARTMENT (OB TFHE-BOARB] THE commissioner

may take an enforcement action provided in subsection (3} if:

{a) a health carrier fails to implement corrective action recommended by the department {OR-THE
BOARDY;

{bl corrective action taken by a health carrier does not result in bringing a health carrier into
compliance with [sections 8 through 29] and the rules implementing [sections 8 through 29} within a
reasonable period of time;

{c) the department [OR-FHE-BOARDB] demonstrates to the commissioner that a health carrier does
not comply with [sections 8 through 29] or the rules implementing [sections 8 through 29]; or

(d) the commissioner determines that a heaith carrier has violated or is violating [sections 8 through
29] or the rules implementing [sections 8 through 29],

{3) The commissioner may take any of the following enforcement actions to require a health carrier
to comply with [sections 8 through 29] ar the rules implementing [sections 8 through 29]:

(a} suspend or revoke the health carrier’'s certificate of autherity or deny the health carrier's
application for a certificate of authority; or

{b) use any of the commissioner’s other enforcement powers provided in Title 33, chapter 1, part

NEW SECTION. Section 29. Jurisdiction over contract actions. The district courts have jurisdiction

over actions for the enforcement of contracts authorized or regulated by [sections 8 through 29].
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NEW SECTION. Section 30. Codification instruction. (1) [Section 7] is intended to be codified as

an integral part of Title 33, chapter 31, and the provisions of Title 33, chapter 31, apply to [section 7].
(2) [Sections 8 through 28-32 29] are intended to be codified as an integral part of Title 33, and

the provisions of Title 33 apply to [sections 8 through 28-32 29].

NEW SECTION. Section 31. Severability. If a part of [this act] is invalid, all valid parts that are

severable from the invalid part remain in effect. If a part of [this act] is invalid in one or more of its
applications, the part remains in effect in all valid applications that are severable from the invalid

applications.

NEW SECTION. Section 32. Applicability. [This act] applies to a health carrier as defined in

[section 10} wha offers a managed care pian as defined in [section 10} an or after {the effective date of

this section].

NEW SECTION. Section 33. Effective dates. (1) Except as provided in subsections {2) and (3),
[this act] is effective January 1, 1998. |

(2) {Sections 22 ard-30-through-32-33 THROUGH 36—AMND-37 AND 30 THROUGH 32 and this
section] are effective on passage and approval.

(3) [Sections 23 through 28] are effective October 1, 1999,

-END-
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SENATE BILL NO. 365
INTRODUCED 8Y BENEDICT, HARGROVE, GRIMES, HARP, MERCER, AKLESTAD, AHNER, GROSFIELD,
MASQOLO, BAER, M. TAYLOR, MILLS, ROSE, MAHLUM, MOOD, SPRAGUE, JABS, ESTRADA,
DEPRATU, FOSTER, MCNUTT, KEATING, JENKINS, CRISMORE, GLASER, HERTEL, BURNETT,
THOMAS, SMITH, CRIPPEN, COLE, BOKLINGER, PECK, DENNY, OHS, GRINDE, BOOKOUT-REINICKE,
BARNETT, MARSHALL

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR THE REGULATION OF HEALTH INSURANCE
CARRIERS WHO OFFER MANAGED CARE PLANS; PROVIDING FOR STATE NETWORK ABEQUACY AND
QUALITY ASSURANCE STANDARDS AND A MEANS FOR ENFORCING THE STANDARDS; REGULATING
CONTRACTS RELATING TG MANAGED CARE PLANS; PROVIDING REPORTING AND DISCLOSURE
REQUIREMENTS; PROVIDING FOR CONFIDENTIALITY OF HEALTH CARE INFORMATION; PROVIDING
DEFINITIONS; APPLYING PREMIUM INCREASE RESTRICTIONS TO HEALTH MAINTENANCE
ORGANIZATIONS; REQUIRING HEALTH MAINTENANCE ORGANIZATIONS TO FILE FINANCIAL
STATEMENTS; REQUIRING PROTECTION AGAINST INSOLVENCY BY HEALTH MAINTENANCE
ORGANIZATIONS;

ERRECTIVEJULY-—1 2001 PROVIBHNG FOR POWERS-AND-DUTIES- Ok THE BOARD: AMENDING

SECTIONS 33-22-1703, 33-22-1707, 33-31-102, 33-31-111, 33-31-211, AND 33-31-216, MCA; AND
PROVIDING EFFECTIVE DATES-AND AND AN APPLICABILITY DATE-AND-A-TERMINATION-DATE."

STATEMENT OF INTENT

A statement of intent is required for this bill because [sections 12, 13, and 22] require rules to be
adopted by the department of public health and human services. |

The rules adopted by the department must establish state network adequacy and quality assurance
standards for managed care plans that amplify [sections 8 through 29] and must provide greater detatl
regarding specific means by which a health carrier meets the requirements of [sections 8 through 29].

A managed care plan accredited by a nationally recognized organization is not required to meet
some of the provisions of [sections B fhrough 291, but the legislature acknowledges that small managed
care plans may not be capable of meeting all of the accreditation requirements of national accrediting

arganizations.
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In order to promote uniformity of standards applicable to all managed care plans, state quality

assurance standards for small managed care plans must consist of standards that are aHeasttha-equivalent

The department Ad

ASSURANCE may refer reports of noncompliance by a health carrier to the commissioner for corrective
action. Under the department’s rulemaking authority, the department shall specify network adequacy and
quality assurance review processas.

[Section 19] designates the departinent of public health and human services as the place for
insurance carriers to file documents related to managed care provider network adequacy and quality
assurance. The department shall adopt rules establishing procedures for filing these documents and shall
adopt rules specifying processes for amending or withdrawing documents already filed that relate to

network adequacy and quality assurance.

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

Saction 1. Section 33-22-1703, MCA, is amended to read:
"33-22-1703. Definitions. As used in this part, the following definitions apply:

{1) "Emergency medical condition” means a condition manifesting itself by symptoms of sufficient

severity, including severa pain, that the absance of immediate medical attention could reasonably be

expected to result in any of the following:
{(a) the covered person’s health would be in serious jeopardy;

{b) the covered person’s bodily functions would be seriously impaired; or

{c} a bodily organ or part would be seriously damaged.

{2] "Emergency services" means &8
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heaith care items or services furnished or

required to evaluate and treat an emergency medical condition.

+43(3) "Health benefit plan” means the health insurance policy or subscriber arrangement between
the insured or subscriber and the health care insurer that defines the covered services and benefit levels
available.

(33(4) "Health care insurer” means:

{a) an insurer that provides disability insurance as defined in 33-1-207;

(b} a health service corporation as defined in 33-30-101;

{c) a-health-maintenanceorganizationas—defined-h-33-31-302;

{d} a fraternat benefit society as described in 33-7-105; or

{e#(d} any other entity regulated by the commissioner that provides heaith coverage except a heaith
maintenance organization.

+4(5] "Health care services” means health care services or products rendered or sold by a provider
within the scope of the provider's license or legal autharization or services provided under Title 33, chapter
22, part 7,

{B}{6] "Insured" means anindividual entitled to reimbursement for expenses of health care services
under a policy or subscriber contract issued or administered by an insurer.

{63(7) "Preferred provider” means a provider or group of providers who have contracted to provide
specified health care services.

{48} "Preferred provider agreement” means a contract between or on behalf of a health care
insurer and a preferred provider.

8+{9) "Provider” means an individual or entity licensed or legally authorized to provide health care
services or services covered within Title 33, chapter 22, part 7.

{84{10) "Subscriber” means a certificate holder or other person on whosa behalf the health care

insurer is providing or paying for health care coverage.”
Section 2. Section 33-22-1707, MCA, is amended to read:

"33-22-1707. Rules. The commissioner shall-promutgate may adopt rules necessary 1o implement

the provisions of this part.”
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1 Section 3. Section 33-31-102, MCA, is amended to read:
2 "33-31-102. Definitions. As used in this chapter, unless the context requires otherwise, the
3 following definitions apply:
4 (1) "Basic heaith care services" means.
5 {a) consultative, diagnastic, therapeutic, and referral services by a provider;
6 (b} inpatient hospital and provider care;
7 {¢) outpatient medical services;
8 (d} medical treatment and referral services;
9 {e) accident and sickness services by a provider to each newborn infant of an enrollee pursuant
10 to 33-31-301(3)(e);
11 {f)} care and treatment of mental illness, alcoholism, and drug addiction;
12 (g) diagnostic labaratory and diagnostic and therapeutic radiologic services;
13 {h)} preventive health services, including:
14 {i) immunizations;
15 i) well-child care from birth;
16 {iii) periodic health evaluations for adults;
17 (iv) voluntary family planning services;
18 {v} infertility services; and
19 {vi) children’s eye and ear examinations conducted to determine the need for vision and hearing

20 correction;

21 {i) minimum mammography examination, as defined in 33-22-132; and

22 (j) treatment for phenylketonuria. "Treatment” means licensed professional medical services under
23 the supervision of a physician and a dietary formula product to achieve and maintain normalized blood levels

24  of phenylalanine and adequate nutritional status.

25 {2) "Commissioner” means the commissioner of insurance of the state of Montana.

26 {3) "Enrollee” means a pearson:

27 {a) who enrolis in or contracts with a health maintenance organization;

28 {b) on whose behalf a contract is made with a health maintenance organization to receive health

29 care services; or

30 (e} on whose behalf the health maintenance organization contracts to receive health care services.
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{(4) "Evidence of coverage" means a certificate, agreement, policy, or contract issued to an enrollee
setting forth the coverage to which the enrollee is entitled.

(5) "Health care services” means:

{a) the services included in furnishing medical or dental care to a person;

{b) the services included in hospitalizing a person;

(c] the services incident te furnishing medicat or dental care or hospitaiization; or

{d) the services included in furnishing to a person other services for the purpose of preventing,
alleviating, curing, or healing illness, injury, or physical disability.

(6) "Health care services agreement” means an agreement for health care services between a
heaith maintenance organization and an enrollee.

(7) "Health maintenance organization” means a person who provides or arranges for basic health
care services to enrollees on a prepaid o~othetranecial basis, either directly through provider employees

or through contractual or other arrangements with a provider or a group of providers. This subsection does

not limit methods of provider payments made by health maintenance organizations. FTeHS-TERM-ARRLIES

(8) "Insurance producer” means an individual, partnership, or corporation appointed or authorized

by a health maintenance organization to solicit applications for health care services agreements on its
behalf.

(9) "Person” means:

(a) an individual;

{b) a group of individuals;

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

(d) a health service corporation, as defined in 33-30-101;

(e} a corporation, partnership, facility, associaticn, or trust; or

{f) an institution of a governmental unit of any state licensed by that state to provide heaith care,
including but not limited to a physician, hospital, hospital-related facility, or long-term care facility.

{10) "Plan" means a health maintenance organization operated by an insurer or health service

corporation as an integral part of the corporation and not as a subsidiary.
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{11) "Provider” means a physician, hospital, hospital-related facility, long-term care facility, dentist,
osteopath, chiropractor, optometrist, podiatrist, psychologist, licensed sacial worker, registered pharmacist,

or Rurse-spasiatst advanced practice registered nurse as specifically listed in 37-8-202 who treats any

iltness or injury within the scope and limitations of his the provider's practice or any other person who is

licensed or otherwise authorized in this state to furnish health care services.

2413412} "Uncovered expenditures” mean the costs of health care services that are covered by

a heaith maintenance organization and for which an enrollee is liable if the heaith maintenance organization

becomes insolvent.”

Section 4. Section 33-31-111, MCA, is amended to read:

"33-31-111. Statutory construction and relationship to other laws. (1) Except as otherwise
provided in this chapter, the insurance or health service corporation laws do not apply to any health
maintenance organization authorized to transact business under this chapter. This provision does not apply
to an insurer or health service corporation licensed and reguiated pursuant to the insurance or heaith service
corporation laws of this state except with respect to its heaith maintenance organization activities
authorized and regulated pursuant to this chapter.

(2) Solicitation of enrollees by a health maintenance organization granted a cartificate of authority

or its representatives may—rot-be-—construed—as is not a viotation of any law relating to solicitation or

advertising by heaith professionals.

(3} A heaith maintenance organization authorized under this chapter may-ret-be-considered-to-ba
is not practicing medicine and is exempt from Title 37, chapter 3, relating to the practice of medicine.

(4) Fheprovisions-ot-this This chapter de does not exempt a heaith maintenance organization from
the applicable certiticate of need requirements under Title 50, chapter 5, parts 1 and 3.

(5) Fhe-provisions-of-this This section de doaes not exempt a heaith maintenance organization from

material transaction disclosure requirements under 33-3-701 through 33-3-704. A health maintenance
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organization must be considered an insurer for the purposes of 33-3-701 through 33-3-704.

{6) This section does not exempt a health maintenance organization from network adequacy and

guality assurance requirements provided under [sections 8 through 29]."

Section 5. Section 33-31-211, MCA, is amended to read:

"33-31-211. Annual statement statements -- revocation for failure to file -- penalty for false
swearing. (1) Unless it is operated by an insurer or a health service corporation as a plan, each authorized
health maintenance organization shall annually on or before March 1 file with the commissioner a full and
true statement of its financial condition, transactions, and affairs as of the preceding December 31. The
statement must be in the general form and content required by the commissioner. The statement must be
verified by the oath of at least two principal officers of the health maintenance organization. The

commissioner may i—his—dissretian waive any verification under oath. In_addition, a health maintenance

grganization shall, unless it is operated by an insurer or a healith service corporation as a plan, annually file

an_or before June 1 an audited financial statement.

{2) At the time of filing #& the annual statement required by March_1, the health maintenance

arganization shall pay the commissioner the fee for filing #& the statement as prescribed in 33-31-212. The
commissioner may refuse to accept the fee for continuance of the insurer’s certificate of authority, as
provided in 33-31-212, or may in his discretion suspend or revoke the certificate of authority of a health
maintenance crganization that fails to file an annual statement when due.

(3) The commissioner may, after notice and hearing, impose a fine not to exceed $5,000 pe* for
each violation upon a director, officer, partner, member, insurance producer, or employee of a health
maintenance organization wha knowingly subscribes to or concurs in making or publishing an annual
statement required by law that contains a material statement which that is faise.

(4) The commissioner may require such reports as-he-considers considered reasonably necessary

and appropriate to enable kisr the commissioner 10 carry out his duties required of the commissioner under

this chapter, including but not limited to a statement of operations, transactions, and affairs of a health

maintenance organization operated by an insurer or a health service corporation as a plan.”

Section 6. Section 33-31-216, MCA, is amended to read:

"33-31-216. Protection against insolvency. (1) Except as provided in subsections (4) through (7},
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each authorized heaith maintenance organization shall deposit with the commissioner cash, securities, or
any combination of cash or securities acceptable to the commissioner in the amount set forth in this
section.

{2) The amount of the deposit for a health rmaintenance organization during the first year of its

operation must-be-the-greaterot:

(3) At the beginning of each succeeding year, unless not applicable, the health maintenance

organization shall deposit with the commissioner cash, securities, or any combination of cash or securities
acceptable to the commissioner, in an amount equal to 4% of its estimated annual uncovered expenditures
for that year.

{4) Unless not applicable, a health maintenance organization that is in operation on October 1,
1987, shall make a deposit equai to the greater of:

(a) 1% of the preceding 12 months’ uncovered expenditures; ar

(b) $308-500-9a-thafirstday—<

(6) The commissioner may in-his—discretior waive any of the deposit requirements set forth in

subsections (1) through (4) whenever i the commissioner is satisfied that:

(a) the heaith maintenance organization has sufficient net worth and an adequate history of
generating net income to asswe ensure its financial viability for the next year;

{b) the health maintenance organization's performance and obligations are guaranteed by an
organization with sufficient net worth and an adequate history of generating net income; or

(c) the health maintenance organization’s assets or its contracts with insurers, health service

corporations, governments, or other organizations are reasonably sufficient to assure the performance of

'KI. isative
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its obligations.

(6) When a health maintenance organization achieves a net worth not including land, buildings, and
equipment of at least $1 million or achieves a net worth including organization-related land, buildings, and
equipment of at least $5 miilion the annual deposit requirement under subsection {3} does not apply. The
annual deposit requirement under subsection (3) does not apply to a health maintenance organization if the
total amount of the accumulated deposit is greater than the capital requirement for the formation or
admittance of a disability insurer in this state. If the health maintenance organization has a guaranteeing
organization that has been in operation for at least 5 years and has a net worth not including land,
buildings, and equipment of at least $1 million or that has been in operation for at least 10 years and has
a net worth including arganization-related land, buildings, and equipment of at least $5 million, the annual
deposit requirement under subsection (3) does not apply. If the guaranteeing organization is sponsoring
more than one health maintenance organization, however, the net warth requirement is increased by a
multipie equal to the number of sush those health maintenance organizations. This requirement to maintain
a deposit in excess of the deposit required of a disability insurer does not apply during any time that the
guaranteeing organization maintains for each health maintenance organization it sponsors a net worth at
least equal to the capital and surplus requirements for a disability insurer.

{7) Allincome from deposits belongs to the depositing health maintenance organization and must
be paid to it as it becomes available. A health maintenance organization that has made a securities deposit
may withdraw the deposit or any part of it after making a substitute deposit of cash, securities, or any
combination of cash or securities of equal amount and value. A health maintenance organization may not
substitute securities without prior approval by the commissioner.

(8) In any vear in which an annual deposit is not required of a health maintenance organization,
at the health maintenance organization’s request, the commissioner shall reduce the previously accumulated
deposit by $100,000 for each $250,000 of net worth in excess of the amount that ailows the health
maintenance organization to be exempt from the annual deposit requirement. If the amount of net worth
no longer supports a reduction of its required deposit, the health maintenance organization shall immediately

redeposit $100,000 for each $250,000 of reduction in net worth—except-that-#6. However, the health

maintenance organization’s total deposit may not be required to exceed the maximum required under this
section.

{9) Uniess it is operated by an insurer or a health service corporation as a plan, each heaith
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maintenance crganization ehal must have a minimum capital of at least $200,000 in addition to any deposit
requirements under this section. The capital account must be in excess of any accrued liabilities and be in
the form of cash, securities, ar any combination of cash or securities acceptable to the commissioner.

{10} Each health maintenance organization shall demonstrate that if it becomes insolvent:

(a} enrollees haspitalized on the date of insolvency will be covered until discharged; and

(b) enrollees will be entitled to similar alternate insurance coverage that does not contain any

medical underwriting or preexisting limitation requirements.”

NEW SECTION. Section 7. Premium increase restriction -- exception. (1) A health maintenance

organization may not increase a premium for an individual’s or an individuai’s group health care services
agreement more frequently than once during a 12-month period unless failure to increase the premium more
frequently than once during the 12-manth period would:

{a) place the health maintenance organization in violation of the laws of this state; or

{b} cause the financial impairment of the health maintenance organization to the extent that further
transaction of insurance by the health maintenance organization would injure or be hazardous to its
enrollees or to the public.

(2} Subsection (1) does not apply to a premium increase necessitated by a state or federal law, by

a court decision, by a state rule, or by a federal regulation.

NEW SECTION. Section 8. Short title. [Sections 8 through 29] may be cited as the "Managed Care

Plan Network Adequacy and Quality Assurance Act”.

NEW SECTION. Section 9. Purpose. The purpose and intént of [sections 8 through 29] are to:

{1) estabiish standards for the creation and maintenance of networks by health carriers offering
managed care plans and to ensure the adequacy, accessibility, and quality of health care services offered
under @ managed care plan by establishing requirements for written agreements between health carriers
offering managed care pians and participating providers regarding the standards, terms, and provisions
under which the participating provider will provide services to covered persons;

{2} provide for the implementation of state network adequacy and gquality assurance standards in
administrative rutes, provide for monitoring compliance with those standards, and provide a mechanism for
| Legislative
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detecting and reporting viclations of those standards to the commissioner;

{3) establish minimum criteria for the quality assessment activities of a heaith carrier issuing a
closed plan or a combination plan and to require that minimum state guality assessment criteria be adopted
by rule;

{4} enable health carriers to evaluate, maintain, and improve the quality of health care services
provided to covered persons; and

{b) provide a streamlined and simplified process by which managed care network adequacy and
quality assurance programs may be monitored for compliance THROUGH COORDINATED EFFORTS OF THE
COMMISSIONER AND THE DEPARTMENT [AND-FHEBOARD]. It is not the purpose or intent of [sections

8 through 29] to apply quality assurance standards applicable to medicaid or medicare to managed care
plans regulated pursuant to [sections 8 through 29] or to create or require the creation of quality assurance

programs that are as comprehensive as quality assurance programs applicable to medicaid or medicare.

NEW SECTION. Section 10. Definitions. As used in [sections B through 29], the following

definitions apply:

{1} "Closed plan" means a managed care plan that requires covered persons to use only
participating providers under the terms of the managed care plan.

(2) "Combination plan” means an open plan with a closed component.

{3} "Covered benefits" means those health care services to which a covered person is entitled
under the terms of a heaith benefit plan.

(4) "Covered person” means a policyholder, subscriber, or enrollee or other individuai participating
in a heaith benefit plan,

{5) "Department” means the department of public heéith and human services established in
2-15-2201.

(6) "Emergency madical condition™ means a condition manifesting itself by symptoms of sufficient
severity, including severe pain, that the absence of immediate medical attention could reasonabiy be
expected to result in any of the following:

{a) the cavered persan’s health would be in serious jeopardy;

{b) the covered person’s bodily functions would be seriously impaired; or

{c) a bodily organ or part would be seriously damaged.
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(7) "Emergency services" means health care items and services furnished or required to evaluate
and treat an emergency medical condition.

(8) "Facility” means an institution providing health care services or a health care setting, including
but not limited to a hospital, medical assistance facility, as defined in 50-5-101, or other licensed inpatient
center, an ambulatory surgical or treatment center, a skilled nursing center, a residential treatment center,
a diagnastic, laboratory, or imaging center, or a rehahilitation or other therapeutic health setting.

{9) "Health benefit plan" means a policy, cantract, certificate, or agreement entered into, offered,
or issued by a health carrier to provide, deliver, arrange for, pay for, or reimburse any of the costs of heaith
care services.

(10} "Health care professional” means a physician or other health care practitioner licensed,
accredited, or certified pursuant to the laws of this state to perform specified health care services
consistent with state law.

(11) "Health care provider” or "provider" means a health care professional or a facility.

(12) "Health care services" means services for the diagnosis, prevention, treatment, cure, or relief
of a health candition, illness, injury, or disgase.

{13) "Health carrier” means an entity subject to the insurance laws and rules of this state that
contracts, offers to contract, or enters into an agreement to provide, deliver, arrange for, pay for, or
reimburse any of the costs of heaith care services, including a disability insurer, health maintenance
organization, or health service carporation or another entity providing a health benefit plan.

(14) "Intermediary"” means a person autharized to negotiate, execute, and be a party to a contract
between a health carrier and a provider or between a heaith carrier and a network.

(15) "Managed care plan" means a heaith benefit plan that either requires or creates incentives,
including financial incentives, for a covered person to use health care providers managed, owned, under
contract with, or employed by a health carrier, but not preferred provider organizations or other provider
networks operated in a fee-for-service indemnity environment.

(16} “"Medically necessary” means services, MEDICINES, or supplies that are necessary and
appropriate for the DIAGNOSIS OR treatment of a covered person’s emergenssy ILLNESS, INJURY, OR

medical condition erfe+the-proventive-care-of a-covered-persen according to acceptad standards of medical
practice AND THAT ARE NOT PROVIDED ONLY AS A CONVENIENCE.

(17} "Network" means the group of participating providers that provides health care services to

TLe i.tliadve
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a managed care pian.

(18) "Open plan" means a managed care plan other than a closed plan that provides incentives,
including financial incentives, for covered persons to use participating providers under the terms of the
managed care plan.

{19) "Participating provider” means a provider who, under a contract with a health carrier or with
the health carrier’s contractor, subgontractor, or intermediary, has agreed to provide health care services
to covered persons with an expectation of receiving payment, other than coinsurance, copayments, or
deductibles, directly or indirectly from the health carrier.

(20) "Primary care professional” means a participating health care professional designated by the
health carrier to supervise, coordinate, or provide initial care or continuing care to a covered person and
who may be required by the health carrier to initiate a referral for specialty care and to maintain supervision
of health care services rendered to the covered person.

(21) "Quality assessment"” means the measurement and evaluation of the quality and outcomes
of medical care provided to individuals, groups, or populations.

(22) "Quality assurance” means quality assessment and quality improvement.

{23) "Quality improvement"” means an effort to improve the processes and outcomes related to the

provision of health care services within a health plan.

NEW SECTION. Section 11. Applicability and scope. {Sections 8 through 291 apply to all health

carriers that offer managed care plans. [Sections 8 through 29] do not exempt a heaith carrier from the
applicable requirements of federal law when providing a managed care plan to medicare recipients or from
the applicable requirements of federalt law or Title 53, chapter 6, when providing a managed care plan to

medicaid recipients.

NEW SECTION. Section 12. Department -- general powers and duties -- rulemaking. (1) The
department shall: |

{a) adopt rules pursuant to the Montana Administrative Procedure Act establishing minimum state
standards for network adequacy and quélity assurance and procedures for ensuring compliance with those

standards; and

(b} recommend action to the commissioner [ORTO-THEBGARD] against a health carrier whose
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managed care plan does not comply with standards for network adequacy and quality assurance adopted
by the department.

{2) Quality assurance standards adopted by the department must consist of some but not all of the
health plan employer data and information stancdards. The department shall select and adopt only standards
appropriate for quality assurance in Montana.

{3} The state may contract, thraugh a competitive bidding process, for the develapment of network

adequacy and quality assurance standards.

NEW SECTION. Section 13. Network adequacy -- standards -- access plan required. (1) A health

carrier offering a managed care plan in this state shall maintain a network that is sufficient in numbers and
types of providers to ensure that all services to covered persons are accessible without unreasonabie delay.
Sufficiency in number and type of provider is determined in accordance with the requirements of this
section. Covered persons must have access to emergency care 24 hours a day, 7 days a week. A health
carrier providing a managed care plan shall use reasonable criteria to determine sufficiency. The criteria
may include but are not limited to:

{a) a ratio of specialty care providers to covered persons;

{b} a ratio of primary care providers to covered persons;

{c) geographic accessibility;

(d} waiting times for appointments with participating providers;

{e} hours of operation; ar

{fi the volume of technological and speciaity services available to serve the needs of covered
persans requiring technologically advanced or specialty care,

(2} Whenever a health carrier has an insufficient number or type of participating providers to
provide a covered benefit, the health carrier shall ensure that the covered person obtains the covered
benefit at no greater cost to the covered persan than if the covered benefit were obtained from participating
providers or shall make other arrangements acceptable to the department.

(3) The health carrier shail establish and maintain adequate provider networks to ensure reasonable
proximity of participating providers to the businesses or personal residences of covered persons. In
determining whether a health carrier has complied‘with this requirement, consideration must be given 1o
the relative availability of health care providers in the service area under consideration.
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tB+(4) A nhealth carrier offering a managed care plan in this state on Octaber 1, 1998, shall file with

the department orn October 1, 1998, an access plan complying with subsection {23+ (6) and the rules of the
department. A health carrier offering a managed care plan in this staie for the first time after October 1,
1998, shall file with the department an access plan meeting the requirements of subsection {4 (6) and the
rules of the department before offering the managed care plan., A plan must be filed with the department
in a manner and form complying with the rules of the department. A health carrier shall tile any subsequent
material changes in its access plan with the department within 30 days of implementation of the change.

+8}{5) A health carrier may request the department to designate parts of its access plan as
proprietary or competitive information, and when designated, that part may not be made public. For the
purposes of this section, information is propriatary or competitive if revealing the information would cause
the health carrier's competitors to obtain valuable business information, A health carrier shail make the
access plans, absent proprietary information, available on its business prernises and shall provide a copy
ot the plan upon request.

+A{6) An access plan for each managed care plan offered in this state must describe or contain
at [east the following:

(a) a listing of the names and specialties of the health carrier’s participating providers;

(b} the health carrier’'s procedures for making referrals within and outside its network;

(¢) the health carrier's process for monitoring and ensuring on an ongoing basis the sufficiency of
the network to meet the heaith care needs of populations that enroll in the managed care plan;

{d) the health carrier's efforts to address the needs of covered parsons with limited Engiish
proficiency and illiteracy, with diverse cultural and ethnic backgrounds, and with physical and mental
disabilities;

le) the health carrier’s methods for assessing the health care needs of covered persons and their
satisfaction with services;

(f) the health carrier's method of informing covered persons of the plan’s services and features,
including but not limited to the plan‘s grievance procedure#, its process for choosing and changing
providers, and its procedures for providing and approving emergency and specialty care;

{g} the health carrier's system for ensuring the coordination and continuity of care for covered
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persons referred to specialty physicians and for covered persons using ancillary services, including social
services and other community resources, and for ensuring appropriate discharge planning;

{h) the health carrier's process tor enabling covered persons to change primary care professionals;

(i} the health carrier’'s proposed plan for providing continuity of care in the event of contract
termination between the health carrier and a participating provider or in the event of the health carrier’s
insolvency or other inability to continue operations. The description must explain how covered persons will
be notified of the contract termination or the health carrier’s insolvency or other cessation of operations
and be transferred to other providers in a timely manner.

(j) any other information required by the department to determine compliance with [sections 13
through 21] and the rules implementing [sections 13 through 21].

(7) THE DEPARTMENT SHALL ENSURE TIMELY AND EXPEDITED REVIEW AND APPROVAL OF
THE ACCESS PLAN AND OTHER REQUIREMENTS IN THIS SECTION.

NEW SECTION. Section 14. Provider responsibility for care -- contracts -- prohibited callection

£241) A contract between a haaith carrier and a participating provider must set forth a hold

harmless provision specifying protection for covered persons. This requirement is met by including in a
contract a provision substantially the same as the following:

"The provider agrees that the provider may not for any reason, including but not limited to
nonpayment by the heaith carrier or intermediary, insolvency of thé heaith carrier or intermediary, or breach
of this agreement, bill, charge, collect a deposit, seek compensation, remuneration, or reimbursement, or
have any recourse from or against a covared persan or a person other than the health carrier or intermediary
acting on behalf of the covered person for services provided pursuant to this agreement. This agreement
does not prohibit the provider from collecting coinsurance, copayments, or deductibles, as specificaily
provided in the evidence of coverage, or fees for uncovered services delivered on a fee-for-service basis
to a covered person. This agreement does not prohibit a provider, except a health care professional who

is employed full-time on the staff of a health carrier and who has agreed to provide services exclusively to
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that health carrier’'s covered persons and no others, and a covered person from agreeing to continue
services solely at the expense of the covered person if the provider has clearly informed the covered person
that the health carrier may not cover or continue to cover a specific service or services. Except as provided
in this agreement, this agreement does not prohibit the provider from pursuing any legal remedy available
for obtaining payment for services from the health carrier.”

£34{2) A contract between a health carrier and a participating provider must state that if a health
carrier or intermediary becomes insoivent or otherwise ceases operations, covered benefits to covered
persons will continue through the end of the period for which a premium has been paid to the health carrier
on behalf of the covered person, but not to exceed 30 days, or until the covered person’s discharge from
an ACUTE CARE inpatient facility, whichever occurs last. Covered benefits to a covered person confined
in an ACUTE CARE inpatient facility on the date of insolvency or other cessation of operations must be
continued by a provider until the confinement in an inpatient facility is no longer medically necessary,

+4{3] The contract provisions that satisfy the requirements of subsections {&}-ara+3+ (1} AND (2)
must be construed in favor of the covered person, survive the termination of the contract regardless of the
reason for termination, including the insolvency of the health carrier, and supersede an oral or written
contrary agreement between a participating provider and a covered person or the representative of a
covered person if the contrary agreement is inconsistent with the hold harmless and continuation of covered
benefits provisions required by subsections {2-ard—+3} (1) AND (2},

$64{4] A participating provider may not collect or attempt to collect from a covered person money

owed to the provider by the health carrier.

NEW SECTION. Section 15. Selection of providers -- professional credentials standards. {1} A
health carrier shall adopt standards for selecting participating providers who are primary care professionals
and for each health care professional specialty within the health carrier’s network. The health carrier shall
use the standards to select health care professionals, the health carrier’s intermediaries, and any provider
network with which the health carrier contracts. A heaith carrier may not adopt selection criteria that allow
the health carrier to:

{a} avoid high-risk populations by excluding a provider because the provider is located in a
geographic area that contains populations or providers presenting a risk ot higher than average claims,

losses, or use of health care services; or
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{b} exclude a provider because the provider treats or specializes in treating populations presenting
a risk of higher than average claims, losses, or use of heaith care services.

{2) Subsectian (1) does not prohibit a health carrier from declining to select a provider wha fails
to meet the other legitimate selection criteria of the health carrier adopted in compliance with [sections 13
through 21] and the rules implementing [sections 13 thraugh 21},

{3) {Sections 13 through 21] do not require a health carrier, its intermediary, or a provider network
with which the health carrier or its intermediary contract to employ specific providers or types of providers
who may meet their selection criteria or to contract with or retain more providers or types of providers than
are necessary to maintain an adequate network.

(4) A health carrier may use criteria established in accordance with the provisions of this section
to select health care professionals allowed to participate in the health carrier’s managed care plan. A health
carrier shall make its selection standards for participating providers available for review by the department

and by each health care professional who is subject to the selection standards.

NEW SECTION, Saction 16. Health carriers -- general responsibilities. (1} A health carrier offering
a managed care plan shall notify, in writing, prospective participating providers of the participating
providers’ responsibiiities concerning the heaith carrier’'s administrative policies and programs, including but
not limited to payment terms, utilization reviews, the quality assurance program, credentialing, grievance
procedures, data reporting requirements, confidentiality requirements, and applicable federal or state
requirements.

(2} A health carrier may not affer an inducement under a managed care pian to a participating
provider to provide less than medicailly necessary services to a covered person.

{3) A heaith carrier may not prohibit a participating provider from discussing a treatment option
with a covered person or from advocating on behaif of a covered person within the utilization review or
grievance processes established by the health carrier or a person contracting with the health carrier.

(4) A health carrier shall require a participating provider 10 make health records available to
appropriate state and federal authorities, in accordance with the applicable state and federal laws related
to the confidentiality of medical or health records, when the authorities are involved in assessing the quality
of care or investigating a grievance or complaint of a covered person.

(5) A health carrier and participating provider shall provide at least 60 days’ written notice to each

(Legisiative
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other before terminating the contract between them without cause. The heaith carrier shall make a good
faith effort to provide written notice of a termination, within 15 working days of receipt or issuance of a
notice of termination from or to a participating provider, to all c.overed persons who are patienis seen on
a regular basis by the participating provider whose contract is terminating, irrespective of whether the
termination is for cause or without cause. If a contract termination involves a primary care professional,
all covered persons who are patients of that primary care professional must be notified.

{8) A health carrier shall ensure that a participating provider furnishes covered benefits to ail
covered persons without regard to the covered person’s enroliment in the plan as a private purchaser ar
as a participant in a publicly financed program of heaith care services. This requirement does not apply to
circumstances in which the participating provider should not render services because of the participating
provider's lack of training, experience, or skill or because of a restriction on the participating provider’s
license.

(7} A health carrier shall notify the participating providers of their obligation, if any, to collect
applicable coinsurance, copayments, or deductibles from covered persons pursuant to the evidence of
coverage or of the participating providers’ obligations, if any, to notify covered persons of the covered
persons’ personal financial obligations for noncovered benefits,

{8) A heaith carrier may not penalize a participating provider because the participating provider,
in good faith, reports to state or federal authorities an act or practice by the health carrier that may
adversely affect patient health or welfare.

{9) A health carrier shall establish a mechanism by which a participating provider may determine
in a timely manner whether or not a person is cavered by the heaith carrier.

{10) A heaith carrier shall establish procedures for resolution of administrative, payment, or other
disputes between the health carrier and participating providers.

{11} A contract between a heaith carrier and a participating provider may not contain definitions
or other provisions that conflict with the definitions or provisions centained in the managed care plan or
[sactions 8 through 29].

(12) A contract between a health carrier and a participating pravider shall set forth all of the
responsibilities and obligations of the provider either in the contract or documents referenced in the
contract. A health carrier shall make its best effart to furnish copies of any reference documents, if

requested by a participating provider, prior to execution of the contract.
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NEW SECTION. Section 17. Emergency services. {1] A health carrier offering a managed care plan
shall provide or pay for emergency Services screening and emergency services and may not require prior
autharization for either of those services. If an emergency services screening determines that emergency
services or emergency services of a particular type are unnecessary for a covered person, emergency
services or emergency services of the type determined unnecessary by the screening need not be covered
by the health carrier unless otherwise covered under the health benefit plan. However, if screening
determines that emergency services or emergency services of a particular type are necessary, those
services must be covered by the health carrier. A health carrier shall cover emergency services if the health
carrier, acting through a participating provider or other authorized representative, has authorized the
provision of emergency services.

{(2) A health carrier shall provide or pay for emergency services abtained from a nonnetwork
provider within the service area of a managed care plan and may not require prior authorization of those
services if use of a participating provider wouid result in a delay that would worsen the medical condition
of the covered person or if a provision of federal, state, or local law requires the use of a specific praovider.

{3) If a participating provider or other authorized representative of a health carrier authorizes
emergency sefvices, the health carrier may not subsequently retract its authorization after the emergency
services have been provided or reduce payment for an item or health care services furnished in retiance on
approval unless the approval was based on a material misrepresentation about the covered person’s medical
condition made by the provider of emergency services.

{4) Coverage of emergency services is subject to applicable coinsurance, copayments, and

deductibles.
{Bb) For postevaluation or poststabilization services required immediately after receipt of emergency
services, a health carrier shall provide access to an authorized representative 24 hours a day, 7 days a

week, to facilitate review.

NEW SECTION. Section 18. Use of intermediaries -- responsibilities of health carriers,

intermediaries, and providers. (1) A heaith carrier is responsible for complying with applicable provisions
of [sections 8 through 29], and contracting with an intermediary for all or some of the services for which
a health carrier is responsible - daoes not relievp the health carrier of responsibility for compliance.

{2) A health carrier may determine whether a subcontracted provider participates in the provider’'s
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own network or a contracted network for the purpose of providing covered benefits to the health carrier’s
covered persons.

{3) A heaith carrier shall maintain copies of all intermediary health care subcaontracts at the heaith
carrier's principal place of business in this state or ensure that the health carrier has access to all
intermediary subcontracts, including the right 10 make copies of the contracts, upon 20 days’ prior written
notice from the health carrier.

{4) If required in a contract or otherwise by a heaith carrier, an intermediary shall transmit utilization
documentation and claims-paid documentation to the health carrier. The health carrier shall monitor the
timeliness and apprapriateness of payments made to providers and health care services received by cavered
persons. This duty may not be delegated to an intermediary by a health carrier,

{6) if required in a contract or otherwise by a heaith carrier, an intermediary shall maintain the
books, records, financial information, and documentation of services provided to covered persons at its
principal place of business in the state and preserve them for b years in a manner that facilitates regulatory
review,

(8) An intermediary shall allow the COMMISSIONER AND_THE department access to the

intermediary’s books, records, claim information, billing informaticn, and other documentation of services
provided to covered persons that are required by any of those entities 10 determine compliance with
[sections 13 through 21] and the rules impiementing [sections 13 through 21].

(7) A health carrier may, in the event of the intermediary’s insolvency, require the assignment to
the health carrier of the provisions of a participating provider’s contract addressing the participating

provider's obligation to furnish covered benefits.

NEW SECTION. Section 19. Contract filing requiremenfs -- material changes -- state access 1o

contracts. (1) On October 1, 1998, a health carrier offering a managed care pian shall file with the
department sample contract forms proposed for use with its participating providers and intermediaries.

{2) A health carrier shall file with the department a materiai change to a contract. The change must
be filed with the department at least 60 days before use of the proposed change. A change in a
participating provider payment rate, coinsurance, copayment, or deductible or other plan benefit is not
considered a material change for the purpose of this subsection.

{3) A health carrier shall maintain participating provider and intermediary contracts at its principal
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ptace of business in this state, or the health carrier must have access to all contracts and provide copies

to the department upon 20 days’ prior written notice from the department.

NEW SECTION. Section 20. General contracting requirements. (1} The execution of a contract
for heaith care services with an intermediary by a health carrier does not relieve the health carrier of its duty
to provide health care services to a person with whom the health carrier has contracted and does not
relieve the health carrier of its responsibility for compliance with [sections B through 29] or the rules
implementing {sections 8 through 29].

{2) All contracts by a health carrier for the provision of health care services by a managed care plan

must be in writing and are subject to review by the department and the commissioner,

NEW SECTION. Section 21. Contract compliance dates. (1) A contract between a health cartier

and a participating provider or intermediary in effect on Cctober 1, 1997, must comply with [sections 13
through 21] and the rules implementing [sections 13 through 21] by April 1, 1999. The department may
extend the April 1 date for an additional period of up to 6 months if the health carrier demonstrates good
cause for an extension.

{2) A contract between a health carrier and a participating provider or intermediary issued or put
into effect on or after April 1, 1998, must comply with [sections 13 through 21] and the rules implemenfing
[sections 13 through 21] on the day that it is issued or put into effect.

{3) A contract between a health carrier and a participating provider or intermediary not described

in subsection {1) or (2) must comply with [sections 13 through 21) and the rules implementing {sections _

13 through 21} by April 1, 1999.

NEW SECTION. Section 22. Department rules. The department shall adopt ruies to implement

[sections 13 through 21].

NEW SECTION. Section 23. Quality assurance -- national accreditation. (1) A health carrier
whose managed care plan has been accredited by a nationally recognized accrediting organization shall

annually provide a copy of the accreditation and the accrediting standards used by the accrediting

organization to the department.

QL islative
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{2) If the department finds that the standards of a nationaliy recognized accrediting organization
meet or exceed state standards and that the health carrier has been accredited by the nationally recognized
accrediting organization, the department shall approve the quality assurance standards of the health carrier.

(3) The department shail maintain a list of accrediting organizations whose standards have been
determined by the department to meet or exceed state quality assurance standards.

{(4) [Section 24] does not apply to a health carrier’'s managed care plan if the health carrier
maintains current accreditation by a nationally recognized accrediting organization whose standards meet
or exceed state quality assurance standards adopted pursuant to [sections 23 through 27].

{8) This section does not prevent the department from meonitoring a health carrier’s compliance

with [sections 23 through 27].

NEW SECTION. Section 24. Standards for health carrier quality assessment programs. A health

carrier that issues a closed plan or a combination plan shall adopt and use infrastructure and disciosure
systems sufficient to accurately measure the quality of health care services provided to covered persons
on a regular basis and appropriate to the types of plans offered by the health carrier. To comply with this
requirement, a health carrier shall:

{1} estabiish and use a system designed to assess the quality of health care provided to covered
persons and appropriate to the types of plans offered by the health carrier. The system must include
systematic collection, analysis, and reporting of relevant data.

(2) communicata in a timely fashion its findings concerning the quality of health care to regulatory
agencies, providers, and consumers as provided in [section 26];

{3) report to the appropriate professional or occupational licensing board provided in Title 37 any
persistent pattern of problematic care provided by a participating provider that is sufficient to cause the
health carrier to terminate or suspend a contractual arrangement with the participating provider; and

(4) file a written description of the quality assessment program and any subseguent material
changes with the department in a format that must be prescribed by rules of the department. The
description must include a signed certification by a corporate officer of the health carrier that the health

carrier’s quality assessment program meets the requirements of [sections 23 through 27].

NEW SECTION. Section 25. Standards for health carrier quality improvement programs. A health
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carrier that issues a closed plan or a combination plan shall, in addition to complying with [section 24],
adopt and use systems and methods necessary 10 improve the quality of health care provided in the health
carrier's managed care plan as indicated by the health carrier’s quality assessment program and as required
by this section. Ta comply with this requirement, a health carrier subject to this section shall:

(1) establish an internal system capable of identifying opportunities to improve care;

(2) use the findings generated by the system required by subsection (1) to work on a continuing
basis with participating providers and other staff within the closed plan or closed component to improve
tha health care delivered to covered persons;

{3) adopt and use a program for measuring, assessing and impraving the outcomes of health care
as identified in the health carrier’s quality improvement program pian. This quality improvement program
plan must be filed with the department by October 1, 2000, and must be consistent with [sections 23
through 27]. A health carrier shail file any subsequent material changes t;: its quality improvement program
ptan within 30 days of imptementation of the change. The quality improvement program plan must:

{a) implement improvement strategies in respanse to quality assessment findings that indicate
improvement is needed; and

{b) evaluate, not less than annually, the effectiveness of the strategies implemented pursuant to

subsection (3)(a).

NEW SECTION. Section 26. Reporting and disclosure requirements. {1) A health carrier offering
a closed ptan or a combination plan shall document and communicate information, as required in this
section, about its quality assurance program. The heaith carrier shall:

{a) include a summary of its quality assurance program in marketing materials;

{b) include a description of its quality assurance program and a statement of patient rights and
responsibilities with respect to that program in the certificate of coverage or handbook provided to newly
enrolled covered persons; and

{c) make available annually to providers and covered persons a report coniaining findings from its
quality assurance program and information about its progress in meeting internal goals and external
standards, when available.

{2) A health carrier shall certify to the department annually that its quality assurance program and

the materials provided to providers and consumers in accordance with subsection (1) meet the requirements
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of [sections 23 through 27].

{3} A health carrier shall make available, upon request and payment of a reasonable fee, the
materials certified pursuant to subsection (2}, except for the materials subject to the confidentiality
requirements of [section 271 and materials that are proprietary to the managed care plan. A health carrier
shall retain all certified materials for at least 3 years from the date that the material was certified or until

the material has been examined as part of a market conduct examination, whichever is {ater.

NEW SECTION. Section 27. Confidentiality of health care and quality assurance records --

disclosure. (1) Except as provided in subsection (2}, the following information held by a health carrier
offering a closed plan or a combination plan is confidential and may not be disclosed by the carrier to a
person:

{a) information pértaining to the diagnosis, treatment, or health of a covered person, regardiess of
whether the information is in the form of paper, is preserved on microfilm, or is stored in
computer-retrievable form;

{b} information considered by a quality assurance program and the records of its actions, including
testimony of a member of a quality committee, of an officer, director, or other member .of a health carrier
or its staff engaged in assisting the quality committee or engaged in the heaith carrier’'s quality assessment,
quality improvement, or quality assurance activities, or of any person assisting or furnishing information
to the quality committee.

{2) The information specified in subsection {1} may be disciosed:

(a) as allowed by Title 33, chapter 19;

{b) as required in proceedings before the commissioner, a professional or occupational licensing
board provided in Title 37, or the department pursuant to Title 50,'chapter 5, part 2;

{c} in an appeal, if an appeal is permitted, from a quality committee’s findings or recommendations;
or

{d) as otherwise required by law or court order, including a judicial or administrative subpoena.

(3) Information specified in subsection (1) identifying:

(a) the provider may also be disclosed upon a written, dated, and signed approval of the provider
if the information does not identify the covered .person;

(b) the covered person may also be disclosed upon a written, dated, and signed approval of the
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coverad person or of the parent or guardian of a covered person if the covered person is a minor and if the
information does not identify the provider;
(¢} neither the provider nor the covered person may alse be disclosed upon reguest for use for

statistical purposes anly.

NEW SECTION. Section 2B. Enforcement. {1} If the department {ORTHE-BOARD] determines that
a health carrier has not complied with [sections 8 through 29] or the ruies implementing [sections 8 through ‘
29], the department [GR-THE-BGARD] may recommend corrective action to the health carrier.

(2) The AT THE RECOMMENDATION OF THE DEPARTMENT [ORTHE-BOARD] THE commissioner

may take an enforcement action provided in subsection (3} if:

(a) a health carrier fails to implement corrective action recommended by the department {SR-THE
BOARDY;

{b} corrective action taken by a heaith carrier does not result in bringing a health carrier into
compliance with [sections 8 through 29] and the rules implementing [sections B through 29] within a
reasonable period of time;

{c) the department {OR-THE-BQARD] demaonstrates to the commissioner that a health carrier does
not comply with [sections 8 through 29] or the rules implementing [sections 8 through 291; or

{d) the commissioner determines that a heaith carrier has violated or is violating [sections B through
29] or the rules implementing [sections 8 through 29].

(3) The commissioner may take any of the following enforcement actions to require a healith carrier
to comply with [sections 8 through 29] or the rules implementing {sections 8 through 29]:

(a} suspend or revoke the health carrier's certificate of authority or deny the heaith carrier’s
application for a certificate of authority; or |

{b) use any of the commissioner’s other enforcement powers provided in Title 33, chapter 1, part

NEW SECTION. Section 29. Jurisdiction over contract actions. The district courts have jurisdiction

over actions for the enforcement of contracts autharized or regulated by [sections 8 through 29].

NEW SECTION. SECTHON-30, DERINITIONS —AS USED-IN-{SECTIONS 8- THROUGH 20}, THE
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NEW SECTICN. Section 30. Codification instruction. {1) [Section 7] is intended to be codified as

an integral part of Title 33, chapter 31, and the provisions of Title 33, chapter 31, apply to {section 7].
(2) [Sections 8 through 28-32 29] are intended to be codified as an integral part of Title 33, and
the provisions of Title 33 apply to [sections 8 through 28-32 29].

NEW SECTION. Section 31. Severability. If a part of [this act] is invalid, all valid parts that are
severable from the invalid part remain in effect. If a part of [this act] is invalid in one or more of its
applications, the part remains in effect in all valid applications that are severable from the invalid

applications.

NEW SECTION. Section 32. Applicability. (This act} applies to a health carrier as defined in

[section 10] who offers a managed care plan as defined in [section 10] on or after [the effective date of

this section].

NEW SECTION. Section 33. Effective dates. (1) Except as provided in subsections {2) and (3},

[this act] is effective January 1, 1998,

(2} [Sections 22 and-30-through-32,-33 THROUGH-35,-AND 37 AND 30 THROUGH 32 and this

section| are effective on passage and approval.

(3) [Sections 23 through 26] are effective October 1, 1999,
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OFFICE OF THE GOVERNOR

STATE oF MONTANA

MARC RaciICcOT
GOVERNOR

STATE CAPITOL
HELENA, MONTANA 59620-0801

April 21, 1997

The Honorable Gary Aklestad
President of the Senate

State Capitol

Helena MT 58620

The Honorable John Mercer
Speaker of the House

State Capitol

Helena MT 59620

Dear President Aklestad and Speaker Mercer:

In accordance with the power vested in me as Governor by the Censtitution and faws of
the State of Montana, | hereby return with amendments Senate Bill 365, “AN ACT
PROVIDING FOR THE REGULATION OF HEALTH INSURANCE CARRIERS WHO
OFFER MANAGED CARE PLANS; PROVIDING FOR STATE NETWORK
ADEQUACY AND QUALITY ASSURANCE STANDARDS AND A MEANS FOR
ENFORCING THE STANDARDS; REGULATING CONTRACTS RELATING TO
MANAGED CARE PLANS; PROVIDING REPORTING AND DISCLOSURE
REQUIREMENTS; PROVIDING FOR CONFIDENTIALITY OF HEALTH CARE
INFORMATION; PROVIDING DEFINITIONS; APPLYING PREMIUM INCREASE
RESTRICTIONS TO HEALTH MAINTENANCE ORGANIZATIONS; REQUIRING
HEALTH MAINTENANCE ORGANIZATIONS TO FILE FINANCIAL STATEMENTS;
REQUIRING PROTECTION AGAINST INSOLVENCY BY HEALTH MAINTENANCE
ORGANIZATIONS; AMENDING SECTIONS 33-22-1703, 33-22-1707, 33-31-102, 33-
31-141, 33-31-211, AND 33-31-216, MCA; AND PROVIDING EFFECTIVE DATES
AND AN APPLICABILITY DATE" for the following reasons.

Senate Bill 365 establishes adequate health care networks and quality of managed
care. itis an important and visionary bill that will benefit both consumers and managed
health care providers in Montana. Applications for health maintenance organizations
are pending, and the bill needs to be passed this session.

However, Senate Bill 365 will have a fiscal impact on both the Department of Public

TELEPHONE: (406) 444-3111 Fax; (406) 444-5529 36 3&54



Health and Human Services, as well as the State Auditor's Office. These costs were
not funded in House Bill 2, and thus it will be necessary to delay the effective dates of
several of the sections of Senate Bill 365.

Senator Benedict, the bill's sponsor, has been informed of the need for these
amendments.

Sincerely,

o

MARC RACICOT
Governor



Page 15, line 3,

Strike: “1998"

Insert: “1999"
Following: * October 1,”

Page 15, line 4,

Strike: “1998"

Insert: “1999"
Following: “October 1,”

Page 15, line 6.

Strike: “1998"

Insert: “1999"
Following: “October 1,”

Page 21, line 24.

Strike: “1998"

Insert: “1999"
Following: “October 1,”

Page 22, line 13.

Strike: “1997"

Insert: “1999"
Following: “October 1,”

Page 22, line 14.
Strike: “April"
Insert: “October”
Following: “by”

Page 22, line 15.
Strike: “April”
Insert: “Qctober”

GOVERNOR’S AMENDMENTS TO
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GOVERNOR’S AMENDMENTS TO
Senate Bill No. 365
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Page 22, line 18.

Strike: “April 1, 1998"
Insert: “October 1, 1999"
Following: “after”

Page 22, line 22.
Strike: “Apnl”
Insert: “October”
Following: “by”

Page 22, line 24.

Strike: “shall”

Insert: “may”
Following: “department”

Page 30, Line 24.
Insert: “12,”
Following: “Sections”

Page 30, line 26-

Insert: “13, 15, 18 through 21,”
Following: “Sections”

Strike: “26"

Insert: “29"
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SENATE BILL NO. 365
INTRODUCED BY BENEDICT, HARGROVE, GRIMES, HARP, MERCER, AKLESTAD, AHNER, GROSFIELD,
MASQCLO, BAER, M. TAYLOR, MILLS, ROSE, MAHLUM, MOOD, SPRAGUE, JABS, ESTRADA,
DEPRATU, FOSTER, MCNUTT, KEATING, JENKINS, CRISMORE, GLASER, HERTEL, BURNETT,
THOMAS, SMITH, CRIPPEN, COLE, BOHLINGER, PECK, DENNY, OHS, GRINDE, BOOKQUT-REINICKE,
BARNETT, MARSHALL

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR THE REGULATION OF HEALTH INSURANCE
CARRIERS WHO OFFER MANAGED CARE PLANS; PROVIDING FOR STATE NETWORK ADEQUACY AND
QUALITY ASSURANCE STANDARDS AND A MEANS FOR ENFORCING THE STANDARDS; REGULATING
CONTRACTS RELATING TO MANAGED CARE PLANS; PROVIDING REPORTING AND BISCLOSURE
REQUIREMENTS; PROVIDING FOR CONFIDENTIALITY OF HEALTH CARE INFORMATION; PROVIDING
DEFINITIONS; APPLYING PREMIUM INCREASE RESTRICTIONS TO HEALTH MAINTENANCE
ORGANIZATIONS; REQUIRING HEALTH MAINTENANCE ORGANIZATIONS TO FILE FINANCIAL
STATEMENTS; REQUIRING PROTECTION AGAINST INSOLVENCY BY HEALTH MAINTENANCE
ORGANIZATIONS;

EFFECTIVE-JULY -1 2001 PRAVIDING EOR-POWERS-AND-DUHES-OF THE BOARD: AMENDING

SECTIONS 33-22-1703, 33-22-1707, 33-31-102, 33-31-111, 33-31-211, AND 33-31-216, MCA; AND
PROVIDING EFFECTIVE DATES~ANB AND AN APPLICABILITY DATE-AND-ATERMINATION DATE "

STATEMENT OF INTENT

A statement of intent is required for this bill because [sections 12, 13, and 22] require rules to be
adopted by the department of public health and human services.

The rules adopted by the department must establish state network adequacy and quality assurance
standards for managed care plans that amplify [sections 8 through 291 and must provide greater detail
regarding specific means by which a health carrier meets the requirements of [sections 8 through 29].

A managed care plan accredited by a nationally recognized organization is not required to meet
some of the provisions of {sections 8 through 291, but the legislature acknawledges that small managed
care plans may not be capable of meeting all of the accreditation requirements of national accrediting
organizations.
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in order to promote unifermity of standards applicable to all managed care plans, state quality
assurance standards for small managed zare plans must consist of standards that are atHeastthe-eguivalent
of health-plan-employardata-and-information standards—Any-other standarde-adepied-mustbe appropriate
for guality assurance in Montana.

The department AND-SUBSEQUENTLY-THE BOARD OF NETWORK-ADEQUACY -AND-QUALITY

ASSURAMNGE may refer reports of noncompliance by a health carrier to the commissioner for corrective
action. Under the department’s rulemaking authority, the department shall specify network adequacy and
quality assurance review processes.

[Section 19] designates the department of public health and human services as the place for
insurance carriers to file documents related to managed care provider network adequacy and quality
assurance. The department shall adopt rules establishing procedures for filing the_:se documents and shatl
adopt rules specifying processes for amending or withdrawing documents already filed that relate to

network adequacy and quality assuranca.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1, Section 33-22-1703, MCA, is amended to read:

"33-22-1703. Definitions. As used in this part, the following definitions apply:

{1) "Emergency medical condition” means a condition manifesting itself by symptoms of sufficient

severity, including severe pain, that the absence of immediate medical attention could reasonably be ~

expected to result in any of the following:

{a) the covered person’s health would be in serious jeopardy;

(b} the covered person’s bodily functions would be seriously impaired: or

(c! a bodily organ or part would be seriously damaged.

-{2) "Emergency services"” means &8
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health care items or services furnished or

reguired to evaluate and treat an emergency medical condition.

+23(3) "Health benefit plan” means the health insurance policy or subscriber arrangement between
the insured or subscriber and the health care insurer that defines the covered services and benefit leveis
available.

{3}4) "Health care insurer” means:

{a) an insurer that provides disabhility insurance as defined in 33-1-207;

{b) a health service corporation as defined in 33-30-101;

(c) a-health-maintenance-organizaetion-as-detinedin33-3+102:

a8} a fraternal benefit society as described in 33-7-105; or

+a}{d) any other entity regulated by the commissioner that provides health coverage except a health

maintenance organization.

+43(5) "Health care services” means health care services or products rendered or sold by a provider
within the scope of the provider's license or legal authorization or services provided under Title 33, chapter
22, part 7.

{6}(6) "Insured" means an individual entitled to reimbursement for expenses of health care services
under a policy or subscriber contract issued or administered by an insurer.

{83{7) "Preferred provider” means a provider or group of providers who have contracted to provide
specified health care services.

£4(8] "Preferred provider agreement” means a contract between or on behalf of a health care
insurer and a preferred provider.

{849} "Provider” means an individual or entity licensed or legally authorized to provide health care
services or services covered within Title 33, chapter 22, part 7.

{9310} "Subscriber” means a certificate holder or other person on whose behalf the health care

insurer is providing or paying for health care coverage.”

Section 2. Section 33-22-1707, MCA, is amended to read;
"33-22-1707. Rules. The commissioner shal-promulgate may adopt rules necessary to implement

the provisions of this part.”
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Section 3. Section 33-31-102, MCA, is amended to read:

*33-31-102. Definitions. As used in this chapter, unless the context requires otherwise, the

following definitions apply:

(1) "Basic health care services" means:

{(a) consultative, diagnostic, therapeutic, and referral services by a provider;
(b) inpatient hospital and provider care;

{c) outpatient medical services;

(d} medical treatment and referral services;

(e) accident and sickness services by a provider 10 each newborn infant of an enrollee pursuant

to 33-31-301(3){e);

If) care and treatment of menta! iliness, alcoholism, and drug addiction;

{g) diagnostic laboratory and diagnostic and therapeutic radiologic services;
{h) preventive health services, including:

{i) immunizations;

{ii) well-child care from birth;

(iii) periodic health evaluations for adults;

{iv} voluntary family planning services;

(v} infertility services; and

{vi} children’s eye and ear examinations conducted to determine the need for vision and hearing

correction;

{i) minimum mammography examination, as defined in 33-22-132; and

(i) treatment for phenylketonuria. "Treatment” means licensed professional medical services under

the supervision of a physician and a dietary farmula product to achieve and maintain normaiized blood levels

of phenylalanine and adequate nutritional status.

(2) "Commissioner” means the commissioner of insurance of the state of Montana.
{3) "Enrollee” means a person:
{a)l who enrolls in or contracts with a health maintenance organization;

{b}) on whose behalf a contract is made with a health maintenance organization to receive health

care services; or

{c) on whose behalf the health maintenance organization contracts to receive health care services.
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(4) "Evidence of coverage" means a certificate, agreement, policy, or contractissued to an enrollee
setting forth the-coverage to which the enrocilee is entitled.

(5) "Health care services" means:

(a) the services included in furnishing medical or dental care to a person;

{b) the services included in hospitalizing a person;

(c) the services incident to furnishing medical or dental care or hospitalization; or

{d} the services included in furnishing to a person other services for the purpose of preventing,
alleviating, curing, or healing illness, injury, or physica! disability.

(6) "Health care services agreement” means an agreement for health care services between a
health maintenance organization and an enrollee.

{7) "Health maintenance organization” means a person who provides or arranges for basic health
care services to enroilees on a prepaid erstherfiraneial basis, either directly through provider employees

or through contractual or other arrangements with a provider or a group of providers. This subsection does

not limit methods of provider payments made by health maintenance organizations. THIS-TERM-ARRLIES

{8) "Insurance producer” means an individual, partnership, or corporation appointed or authaorized

by a health maintenance arganization to solicit applications for health care services agreements on its
behalf.

(9) "Person” means:

(a) an individual;

(b} & group of individuals;

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

(d} a health service corparation, as defined in 33-30-101;

(e} a corporation, partnership, facility, association, or trust; or

{fi an institution of a governmental unit of any state licensed by that state to provide health care,
including but not limited to a physician, hospital, hospital-related facility, or long-term care facility.

{10} "Plan" means a health maintenance organization operated by an insurer or heaith service
corporation as an integral part of the corporation and not as a subsidiary.
[ Legislative
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{11} "Provider" means a physician, hospital, hospital-related facility, long-term care facility, dentist,
osteopath, chiropractor, optometrist, podiatrist, psychologist, licensed social worker, registered pharmacist,

or rurse-spectalist advanced practice reqgistered nurse as specifically listed in 37-8-202 who treats any

illness or injury within the scope and limitations of kie the provider's practice or any other person who is

licensed or otherwise authorized in this state to furnish health care services.

H2H33412) "Uncovered expencitures” mean the costs of health care services that are covered by

a health maintenance organization and far which an enrollee is liable if the health maintenance organization

becomes insoivent."

Section 4. Section 33-31-111, MCA, is amended to read:

"33-31-111. Statutory construction and relationship to other faws. {1) Except as otherwise
provided in this chapter, the insurance or health service corporation laws do not apply to any health
maintenance organizatian authorized to transact business under this chapter. This provision does not apply
to an insurer or health service corparation licensed and regulated pursuant to the insurance or health service
corporation laws of this state except with respect to its health maintenance organization activities
authorized and regulated pursuant to this chapter.

{2) Solicitation of enroilees by a health maintenance organization granted a certificate of authority
or its representatives may-not-be-consiruad-as is not a violation of any law relating to solicitation or
advertising by health professionals.

{3} A health maintenance organization authorized under this chapter may-retbe-considered-to-bs
is not practicing rmedicine and is exempt from Title 37, chapter 3, relating to the practice of medicine.

{4) Fheprovisions-ofthis This chapter de does not exempt a health maintenance organization from
the applicable certificate of need requirements under Title 50, chapter 6, parts 1 and 3.

{5} The-provisions-oithis This section de does not exempt a health maintenance organization from

material transaction disclosure requirements under 33-3-701 through 33-3-704. A health maintenance
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organization must be considered an insurer for the purposes of 33-3-701 through 33-3-704.

(B) This sectign does not exempt a health maintenance organization from network adequacy and

quality assurance requirements provided under [sections 8 through 29]."

Section 5. Section 33-31-211, MCA, is amended to read:

"33-31-211. Annual statement statements -- revocation for failure to file -- penalty for false
swearing. (1) Unless it is operated by an insurer or a health service corporation as a plan, each authorized
health maintenance arganization shall annually on or before March 1 file with the commissioner a full and
true statement of its financial condition, transactions, and affairs as of the preceding December 31. The
statement must be in the general form and content required by the commissioner. The statement must be
verified by the oath of at least two principal officers of the health maintenance organization. The

commissioner may -his—diserstion waive any verification under oath. |n_addition, a health maintenance

organization shall, unless it is oparated by an insurer or a health service corporation as a plan, annually file

on or before June 1 an audited financial statement,

~{2) At the time of filing #s the annual statement required by March 1, the health maintenance

organization shall pay the commissioner the fee for filing it6 the statement as prescribed in 33-31-212. The
commissioner may refuse to accept the fee for continuance of the insurer’s certificate of authority, as
provided in 33-31-212, or may in his discretion suspend or revoke the certificate of authority of a health
maintenance organization that fails to file an annual statement when due.

{3} The commissioner may, after notice and hearing, impose a fine not to exceed $5,000 per for
each violation upon a director, officer, partner, member, insurance preducer, or employee of a health
maintenance organization who knowingly subscribes to or concurs in making or publishing an annual
statement required by law that contains a material statement whish that is false.

{4) The commissioner may require steh reports as-he-considers considered reasonably necessary

and appropriate to enable him the commissioner to carry out kis duties required of the commissioner under

this chapter, including but not limited to a statement of aperations, transactions, and affairs of a health

maintenance organization operated by an insurer or a health service corporation as a plan.”

Section 6. Section 33-31-216, MCA, is amended to read:

"33-31-216. Protection againstinsolvency. (1) Except as provided in subsections {4) through (7],
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each authorized health maintenance organization shall deposit with the commissioner cash, securities, or
any combination of cash or securities acceptable to the commissioner in the amount set forth in this
section.

{2) The amount of the deposit for a health maintenance organization during the first year of its

operation mustbe-the-greatarof:

{3} At the beginning of each succeeding year, unless not applicable, the health maintenance
organization shall deposit with the commissioner cash, securities, or any combination of cash or securities
acceptable to the commissioner, in an amount equal to 4% of its estimated annual uncovered expenditures
for that year.

{4) Unless not applicable, a health maintenance organization that is in operation on October 1,
1987, shall make a deposit equal to the greater of:

{a} 1% of the preceding 12 months’ uncovered expenditures; or

(b} $300,000-on-the-first-day-oaf-

subsequentyears,—-appleablo—the—additional-deposit—rust—be—egqualte 4% of its estimated annual

uncovered expenditures for each year.

(6} The commissioner may in-his—diseretion waive any of the deposit requirements set forth in

subsections {1} through (4) whenever be the commissioner is satisfied that:

(a) the health maintenance organization has sufficient net worth and an adequate history of

generating net income to assure ensure its financial viability for the next year;

(b} the health maintenance organization’s performance and obligations are guaranteed by an
organization with sufficient net worth and an adequate history of generating net income; or
{c) the health maintenance organization’s assets or its contracts with insurers, heaith sefvice

corporations, governments, or other organizations are reasonably sufficient to assure the performance of
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its obligations.

(6) When a health maintenance organization achieves a net worth not including land, buildings, and
equipment of at least $1 million or achieves a net worth including organization-related land, buildings, and
equipment of at least $5 million the annual deposit requirement under subsection (3) does not apply. The
annual deposit requirement under subsection (3} does not apply to a health maintenance organization if the
total amount of the accumulated deposit is greater than the capital requirement for the formation or
admittance of a disability insurer in this state. {f the health maintenance organization has a guaranteeing
organization that has been in operation for at least b years and has a net worth not including land,
buildings, and equipment of at least $3 million or that has been in operation for at least 10 years and has
a net worth including organization-related fand, buildings, and equipment of at least $5 million, the annual
deposit requirement under subsection (3) does not apply. If the guéranteeing organization is sponsoring
more than one health maintenance organization, however, the net worth requirement is increased by a
multiple equal to the number of sseh those health maintenance organizations. This requirement to maintain
a deposit in excess of the deposit required of a disahility insurer does not apply during any time that the
guaranteeing organization maintains for each health maintenance organization it sponsors a net worth ar
least equal to the capital and surplus requirements for a disability insurer.

{7) Al income from deposits belongs to the depositing health maintenance organization and must
be paid to it as it becomes available. A health maintenance organization that has made a securities deposit
may withdraw the deposit or any part of it after making a substitute deposit of cash, securities, or any
combination of cash or securities of equal amount and value. A health maintenance organization may not
substitute securities without prior approval by the commissioner.

(8} In any year in which an annual deposit is not required of a health maintenance organization,
at the health maintenance organization’s request, the commissioner shall reduce the previously accumulated
deposit by $100,000 for each $250,000 of net worth in excess of the amount that allows the health
maintenance organization to be exempt from the annual deposit requirement. If the amount of net worth
no longer supports a reduction of its required deposit, the health maintenance organization shall immediately

redeposit $100,000 for each $250,000 of reduction in net worth—exeept-that-#s. However, the health

maintenance organization’s total deposit may not be required to exceed the maximum reguired under this

section.

{(9) Unless it is operated by an insurer or a health service corporation as a pian, each health
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maintenance organization shall must have a minimum capital of at least $200,000 in addition to any deposit
requirements under this section. The capital account must be in excess of any accrued liabilities and be in
the form of cash, securities, or any combination of cash or securities acceptable to the commissioner.

{10} Each health maintenance organization shall demonstrate that if it becomes insolvent:

(a} enrollees hospitatized on the date of insolvency will be covered until discharged; and

{b) enrollees will be entitled to similar alternate insurance coverage that does not contain any

medical underwriting or preexisting limitation requirements.”

NEW SECTIOQN. Section 7. Premium increase restriction -- exception. (1) A health maintenance
organization may not increase a premium for an individual’s or an individual’s group health care services
agreement more frequently than once during a 12-month period unless failure to increase the premium more
frequently than once during the 12-month period would:

(a} place the health maintenance organization in violation of the laws of this state; or

(b} cause the financial impairment of the health maintenance organization to the extent that further
transaction of insurance by the health maintenance organization would injure or be hazardous to its
enrollees or to the public.

(2) Subsection (1) does not apply to a premium increase necessitated by a state or federal law by

a court decision, by a state rule, or by a federal regulation.

NEW SECTION. Section B. Short.title. [Sections 8 through 29] may be cited as the "Managed Care

Plan Network Adequacy and Quality Assurance Act”.

NEW SECTION. Section 9. Purpose. The purpose and intent of [sections 8 through 29] are to:

(1) establish standards for the creation and maintenance of networks by health carriers offering
managed care plans and to ensure the adequacy, accessibility, and quality of health care services offered
under a managed care plan by establishing requirements for written agreements between health carriers
otffering managed care plans and participating providers regarding the standards, terms, and provisions
under which the participating provider wiill provide services to covered persons;

(2) provide for the implementation of state network adequacy and guality assurance standards in

administrative rules, provide for monitoring compliance with those standards, and provide a mechanism for
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detecting and reparting violations of those standards to the commissioner;

{3} establish minimum criteria for the guality assessment activities of a health carrier issuing a
closed plan or a combination plan and to require that minimum state quality assessment criteria be adopted
by rule;

(4} enable health carriers to evaluate, maintain, and improve the quality of health care services
provided to covered persons; and

{6} provide a streémlined and simplified process by which managed care network adequacy and

guality assurance programs may be monitored for compliance THROUGH COORDINATED EFFORTS OF THE

COMMISSIONER AND THE DEPARTMENT fANB- THE BOARDY. It is not the purpose or intent of [sections

B through 29] to apply quality assurance standards applicable to medicaid or medicare to managed care
plans regutated pursuant to [sections 8 through 29] or to create or require the creation of quality assurance

programs that are as comprehensive as quality assurance programs applicable to medicaid or medicare.

NEW SECTION. Section 10. Definitions. As used in [sections 8 through 28], the following

definitions apply:

(1) "Closed plan" means a managed care plan that requires covered persons to use only
participating providers under the terms of the managed care plan.

{2) "Combination plan" means an open plan with a closed component.

{3) "Covered benefits" means those health care services to which a covered person is entitied
under the terms of a health benefit plan.

(4) "Covered person” means a policyholder, subscriber, or enroilee or other individual participating
in a health benefit plan.

{(6) "Department" means the department of public health and human services established in
2-15-2201.

{6) "Emergency medical condition” means a condition manifesting itself by symptoms of sufficient
severity, including severe pain, that the absence of immediate medical attention could reasonably be
expected 1o result in any of the following:

(a) the covered person’s health would be in serious jeopardy;

(o) the covered person’s bodily functions would be sericusly impaired; or

(c) a bodily organ or part would be seriously damaged.
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{7} "Emergency services” means health care items and services furnished or required to evaluate
and treat an emergency medical condition.

(8) "Facility” means an institution providing health care services or a health care setting, including
hut not limited to a hospital, medical assistance facility, as defined in 50-5-101, or other licensed inpatient
center, an ambulatory surgical or treatment center, a skilled nursing center, a residential treatment center,
a diagnostic, laboratory, or imaging center, or a rehabilitation or other therapeutic health setting.

{9) "Health benefit plan” means a policy, contract, certificate, or agreement entered into, offered,
or issued by a health carrier to provide, deliver, arrange for, pay for, or reimburse any of the costs of health
care services.

(10) "Health care professional” means a physician or other health care practitioner licensed,
accredited, or certified pursuant to the laws of this state to perform specified health care services
consistent with state law.

{11} "Health care provider” or "provider" means a health care professional or a facility.

(12) "Health care services" means services for the diagnosis, prevention, treatment, cure, or relief
of a health condition, iliness, injury, or disease.

{13) "Health carrier” means an entity subject to the insurance laws and rules of this state that
contracts, offers to contract, or enters into an agreement to provide, deliver, arrange for, pay for, or
reimburse any of the costs of health care services, including a disability insurer, heaith maintenance
organization, or health service corporatian or another entity providing a health benefit plan.

{14) "intermediary” means a person authorized to negotiate, execute, and be a party to a contract
between a health carrier and a provider or between a health carrier and a network.

(15) "Managed care plan” means a health benefit plan that either requires or creates incentives,
including financial incentives, for a covered person to use health care providers managed, owned, under
contract with, or employed by a heaith carrier, but not preferred provider organizations or other provider
networks operated in a fee-for-service indemnity environment,

(16} "Medically necessary” means services, MEDICINES, or supplies that are necessary and
appropriate for the DIAGNQSIS OR treatment of a covered person’s emergensy ILLNESS, INJURY, OR

medical condition erfethe-preventive-cars-of-a-covered-persen according to accepted standards of medical
practice AND THAT ARE NOT PROVIDED ONLY AS A CONVENIENCE.

{17} "Network” means the group of participating providers that provides health care services to
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a managed care plan.

{18) "Open plan” means a managed care plan other than a closed plan that provides incentives,
including financial incentives, for covered persons to use participating providers under the terms of the
managed care plan.

{19} "Participating provider" means a provider who, under a contract with a health carrier or with
the health carrier’s contractor, subcaontractor, ar intermediary, has agreed to provide health care services
to covered persons with an expectation of receiving payment, other than coinsurance, copayments, or
deductibles, directly or indirectly from the health carrier.

{20) "Primary care professional” means a participating health care professional designated by the
health carrier to supervise, coordinate, or provide initial care or continuing care to a covered person and
who may be required by the health carrier to initiate a referral for specialty care and to maintain supervision
of health care services rendered to the covered persan.

{21} "Quality assessment” means the measurement and evaluation of the quality and outcomes
of medical care provided to individuals, groups, or populations.

(22) "Quality assurance” means quality assessment and guality improvement,

(23} "Quality improvement” means an effort to improve the processes and outcomes related to the

provision of health care services within a health plan.

NEW SECTION. Section 11, Applicability and scope. [Sections 8 through 29] apply to all health

carriers that offer managed care plans. [Sections 8 through 29] do not exempt a health carrier from the
applicable requirements of federal law when providing a managed care plan to medicare recipients or from
the applicable requirements of federal law or Title 53, chapter 6, when providing a managed care plan 10

medicaid recipients.

NEW SECTION. Section 12. Department -- general powers and duties -- rulemaking. (1) The

department shall:

{a) adopt rules pursuant to the Montana Administrative Procedure Act establishing minimum state
standards for network adequacy and quality assurance and procedures for ensuring compliance with those
standards; and

{b) recommend action to the commissioner {SRTQ THE-BOARD] against a health carrier whaose

" Legislative

Y, Services -13.- SB 3656

«, Djvision



55th Legisiature SB0365.04

—_

[ I (e B« « B R o S I

puy

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

managed care plan does not comply with standards for network adequacy and quality assurance adopted
by the department.

[2) Quaiity assurance standards adopted by the department must consist of some but not all of the
health plan employer data and information standards. The department shall select and adopt only standards
appropriate for quaiity assurance in Montana.

(3) The state may contract, through a competitive bidding process, for the development of network

adequacy and quality assurance standards.

NEW SECTION. Section 13. Network adequacy -- standards -- access plan required. (1} A health
carrier offering a managed care plan in this state shall maintain a network that is sufficient in numbers and
types of providers to ensure that all services to covered persons are accessible without unreasonabie delay.
Sufficiency in number and type of provider is determined in accordance with the requirements of this
section. Covered persons must have access to emergency care 24 hours a day, 7 days a week. A health
carrier providing a managed care plan shall use reasonable criteria to determine sufficiency. The criteria
may include but are not limited to:

{a) aratio of specialty care providers to covered persons;

{b) aratio of primary care providers to covered persons;

(c) geographic accessibility;

(d} waiting times for appointments with participating providers;

{e} hours of operation; or

{f) the volume of technelogical and specialty services available to serve the needs of covered
persons requiring technologically advanced or specialty care.

{2) Whenever a health carrier has an insufficient number or type of participating providers to
provide a covered benefit, the health carrier shall ensure that the covered person obtains the covered
benetit at no greater cost to the covered person than if the covered benefit were obtained from participating
providers or shall make other arrangements acceptable to the department.

(3) The health carrier shall establish and maintain adequate provider networks to ensure reasonable
proximity of participating providers to the businesses or personal residences of covered persons. In
determining whether a health carrier has complied with this requirement, consideration must be given to
the relative availability of health care providers in the service area under consideration.
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{b4{4]) A health carrier offering a managed care plan in this state on Cctober 1, 3888 1999, shall

file with the department on October 1, 3888 1999, an access plan complying with subsection {4 (6) and
the rules of the department. A health carrier offering a managed care plan in this state for the first time
after October 1, 1888 1999, shall file with the department an access plan meeting the requirements of
subsection £ (6] and the rules of the department before offering the managed care plan. A plan must be
.filed with the department in a manner and form complying with the rules of the department. A health
carrier shall file any subsegquent material changes in its access plan with the department within 30 days of
implementation of the change.

{64(5} A health carrier may request the department to designate parts of its access plan as
proprietary or competitive information, and when designated, that part may not be made pubiic. For the
purposes of this section, information is proprietary or competitive if revealing the information would cause
the health carrier's competitors to obtain valuable business information. A health carrier shall make the
access plans, absent proprietary information, available on its business premises and shall provide a copy
of the plan upon request.

{4{6) An access plan for each managed care plan offered in this state must describe or contain
at least the following:

{a) a listing of the names and specialties of the health carrier’s participating providers;

{b) the health carrier’s procedures for making referrals within and outside its network;

{c) the health carrier’'s process for monitoring and ensuring on an ongeing basis the sufficiency of
the network to meet the health care needs of poapulations that enroll in the managed care plan;

(d] the health carrier’s efforts to address the needs of covered persons with limited English
proficiency and illiteracy, with diverse cultural and ethnic backgrounds, and with physical and mental
disabilities;

(e) the health carrier’s methods for assessing the health care needs of covered persons and their
satisfaction with services;

{f) the health carrier’'s method of informing covered persons of the plan’s services and features,
including but not limited to the plan’s grievance procedures, its process for choosing and changing

providers, and its procedures for providing and approving emergency and specialty care;
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{g) the health carrier's system for ensufing the coordination and continuity of care for covered
persons referred to specialty physicians and for covered persons using ancillary services, including sacial
services and other community resources, and for ensuring appropriate discharge planning;

(h) the health carrier’'s process for enabling covered persons to change primary care professionals;

(i) the health carrier’s propased plan for providing continuity of care in the event of contract
termination between the health carrier and a participating provider or in the event of the health carrier’s
insolvency or other inability to continue operations. The description must explain how covered persons will
be notified of the contract termination or the health carrier’s insolvency or other cessation of operations
and be transferred to other providers in a timely manner.

{iy any other information required by the department to determine compliance with [sections 13
through 21] and the rules implementing [sections 13 through 21].

(7) THE DEPARTMENT SHALL ENSURE TIMELY AND EXPEDITED REVIEW AND APPROVAL OF

THE ACCESS PLAN AND OTHER REQUIREMENTS IN THIS SECTION,

NEW SECTION. Section 14. Provider responsibility for care -- contracts -- prohibited collection

practices. -A-health-carrierofforinga

£2341) A contract between a health carrier and a participating provider must set forth a hold

harmless provision specifying protection for covered persons. This requirement is met by including in a
contract a provision substantially the same as the following:

"The provider agrees that the provider may not for any reason, including but not limited to
nonpayment by the heaith carrier or intermediary, insolvency of the health carrier or intermediary, or breach
of this agreement, bill, charge, collect a deposit, seek compensation, remuneration, or reimbursement, or
have any recourse from or against a covered person or a person other than the health carrier or intermediary
acting on behalf of the covered person for services provided pursuant to this agreement. This agreement
does not prohibit the provider from collecting coinsurance, copayments, or deductibles, as specifically
provided in the evidence of coverage, or fees for uncovered services delivered on a fee-for-service basis

to a covered person. This agreement does not prohibit a provider, except a health care professional who
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is employed full-time on the staff of a health carrier and who has agreed to provide services exclusively to
that he_aEth carrier's covered persons and no others, and a covered person from agreeing to continue
services solely at the expense of the covered person if the provider has clearly informed the covered person
that the health carrier may not cover or continue to cover a specific service or services. Except as provided
in this agreement, this agreement dces not prohibit the provider from pursuing any lega! remedy available
for obtaining payment for services from the health carrier."”

{3}{2} A contract between a health carrier and a participating provider must state that if a health
carrier or intermediary becomes insolvent or otherwise ceases operations, covered benefits to covered
persons will continue through the end of the period for which a premium has been paid to the health carrier
on behalf of the covered person, but not to exceed 30 days, or until the covered person’s discharge from
an ACUTE CARE inpatient facility, whichever occurs last. Covered benefits to a covered person confined
in an ACUTE CARE inpatient facility on the date of insclvency or other cessation of operations must be
continued by a provider until the confinement in an inpatient facility is no longer medically necessary.

{4{3) The contract provisions that satisty the requirements of suhsections {24aad-t3} [1) AND (2}
must be construed in favor of the covered person, survive the termination of the contract regardless of the
reason for termination, including the insolvency of the health carrier, and supersede an oral or written
contrary agreement between a participating provider and a covered person or the representative of a
covered person if the contrary agreement is inconsistent with the hold harmiess and continuation of covered
benefits provisions required by subsections {-ard-{3} (1) AND (2).

{84{4) A participating provider may not coliect or attempt to collect from a covered person money

owed to the provider by the health carrier.

NEW SECTION. Section 15. Selection of providers -- professional credentials standards. (1) A

health carrier shall adopt standards for selecting participating providers who are primary care professionals
and for each health care professional specialty within the health carrier’s network. The health carrier shall
use the standards to select health care professionals, the health carrier’s intermediaries, and any provider
network with which the health carrier contracts. A health carrier may not adopt selection criteria that allow
the health carrier to:

{a) avoid high-risk populations by exciuding a provider because the provider is located in a

geographic area that contains populations or providers presenting a risk of higher than average claims,
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{b) exclude a provider because the provider treats or specializes in treating populations presenting
a risk of higher than average claims, losses, or use of health care services.

{2) Subsection {1} does not prohibit a health carrier from declining to select a provider who fails
to meet the other legitimate selection criteria of the health carrier adopted in compliance with [sections 13
through 21} and the rules implementing [sections 13 through 21].

{3) [Sections 13 through 21] do not require a heaith carrier, its intermediary, or a provider network
with which the health carrier or its intermediary contract to employ specific providers or types of providers
who may meet their selection criteria or ta contract with or retain more providers or types of providers than
are necessary to maintain an adequate network.

(4) A health carrier may use criteria established in accordance with the provisions of this secticn
to select heaith care professionals allowed to participate in the health carrier's managed care plan. A health
carrier shall make its selection standards for participating providers available for review by the department

and by each health care professional who is subject to the selection standards.

NEW SECTION. Section 16. Heatth carriers -- general responsibilities. (1) A health carrier offering
a managed care plan shall notify, in writing, prospective participating providers of the participating
providers’ responsibilities concerning the health carrier’'s administrative policies and programs, including but
not limited to payment terms, utilization reviews, the quality assurance program, credentialing, grievance
procedures, data reporting requirements, confidentiality requirements, and applicable federal or state
reguirements. |

(2) A health carrier may not offer an inducement under a managed care plan to a participating
provider to provide less than medically necessary services to a covered person.

{3} A heaith carrier may not prohibit a participating provider from discussing a treatment option
with a covered person or frem advocating on behalf of a covered person within the utilization review or
grievance processes established by the health carrier or a person contracting with the health carrier,

{4) A health carrier shali require a participating provider to make health records available to
appropriate state and federal authorities, in accordance with the applicable state and federal laws related
to the confidentiality of medical or health records, when the authorities are involved in assessing the quality

of care or investigating a grievance or complaint of a covered person.
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{6} A health carrier and participating provider shall provide at least 60 days’ written notice to each
other before terminating the contract between them without cause. The health carrier shall make a good
faith effort to provide written notice of a termination, within 15 working days of receipt or issuance of a
notice of termination from or to a participating provider, to all covered persons who are patients seen on
a regular basis by the participating provider whose contract is terminating, irrespective of whether the
termination is for cause or without cause. If a contract termination involves a primary care professional,
all covered persons who are patients of that primary care professional must be notified.,

{6) A health carrier shall ensure that a participating provider furnishes covered benefits to all
covered persons without regard to the covered person’s enrollment in the pian as a private purchaser or
as a participant in a publicly financed program of health care services. This requirement does not apply to
circumstances in which the participating provider should not render services because of the participating
provider's lack of training, experience, or skill or because of a restriction on the participating provider’s
license.

{7) A health carrier shall notify the participating providers of their obligation, if any, to collect
applicable coinsurance, copayments, or deductibles from covered persons pursuant to the evidence of
coverage or of the participating providers’ abligations, if any, to notify covered persons of the covered
persons’ personal financial obligations for noncovered benefits.

{8) A heaith carrier may not penalize a participating provider because the participating provider,
in good faith, reports to state or federal authorities an act or practice by the heaith carrier that may
adversely affect patient health or welfare.

{9) A health carrier shall establish a mechanism by which a participating provider may determine
in a timely manner whether or not a person is covered by the health carrier.

{10} A health carrier shall establish pracedures for resolution of administrative, payment, or other
disputes between the health carrier and participating providers.

{11) A contract between a health carrier and a participating provider may not contain definitions
or other provisions that conflict with the definitions or provisions contained in the managed care plan or
[sections 8 through 291,

(12) A contract between a health carrier and a participating provider shall set forth ail of the
responsibilities and obligations of the provider either in the contract or documents referenced in the

contract. A health carrier shall make its best effort to furnish copies of any reference documents, if
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requested by a participating provider, prior to execution of the contract.

NEW SECTION. Section 17. Emergency services. (1} A health carrier offering a managed care plan
shall provide or pay for emergency services screening and emergency services and may not require prior
autharization for either of those services. |f an emergency services scregning determines that emergen(:\,;
services or emergency services of a particular type are unnecessary for a covered person, emergency
services or emergency services of the type determined unnecessary by the screening need not be covered
by the health carrier unless otherwise covered under the health benefit plan. However, if screening
determines that emergency services or emergency sarvices of a particular type are necessary, those
services must be covered by the health carrier. A heaith carrier shall cover emergency services if the health
carrier, acting through a participating provider or other authorized representative, has authorized the
provision of emergency services.

{2) A heaith carrier shall provide or pay for emergency services obtained from a nonnetwork
provider within the service area of a managed care plan and may not require prior authorization of those
services if use of a participating provider would result in a delay that would worsen the medical condition
of the covered person or if a provision of federal, state, or local law requires the use of a specific provider.

(3} If a participating provider or other authorized representative of a health carrier authorizes
emergency services, the health carrier may not subsequently retract its authorization after the emergency
services have been provided or reduce payment for an item or health care services furnished in reliance on
approval unless the approval was based on a material misrepresentation about the covered person’s medical
condition made by the provider of emergency services.

(4) Coverage of emergency services is subject to applicable coinsurance, copayments, and
deductibles.

(5) For postevaluation or poststabilization services required immediately after receipt of emergency
services, a health carrier shall provide access to an authorized representative 24 hours a day, 7 days a

week, to facilitate review.

NEW SECTION. Section 18. Use of intermediaries -- responsibilities of health carriers,

intermediaries, and providers. (1) A health carrier is responsible for complying with applicable provisions

of [sections B through 29}, and contracting with an intermediary for all or some of the services for which
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a heaith carrier is responsible does not relieve the heaith carrier of responsibility for compliance.

{2) A health carrier may determine whether a subcontracted provider participates in the provider’s
own network or a contracted network for the purpose of providing covered benefits to the health carrier's
covered persons.

{3) A health carrier shall maintain copies of all intermediary health care subcontracts at the health
carrier’s principal place of business in this state or ensure that the health carrier has access to all
intermediary subcontracts, including the right to make copies of the contracts, upon 20 days’ prior written
notice from the health carrier.

{4) If required in a contract or otherwise by a health carrier, an intermediary shall transmit utilization
documentation and claims-paid documentation to the health carrier. The health carrier shall monitor the
timeliness and appropriateness of payments made to providers and health care services received by covered
persons. This duty may not be delegated to an intermediary by a health carrier.

(5} If required in a contract or otherwise by a health carrier, an intermediary shall maintain the

books, records, financial information, and documentation of services provided to covered persons at its

principal place of business in the state and preserve them for b years in a manner that facilitates regulatory
review.

{6} An intermediary shall allow the COMMISSIONER AND THE department access to the

intermediary’s books, records, claim information, hilling information, and other documentation of services
provided to covered persons that are required by any of those entities to determine compliance with
[sections 13 through 21] and the rules implementing [sections 13 through 21].

(7) A health carrier may, in the event of the intermediary’s insclvency, require the assignment to
the health carrier of the provisions‘ of a participating provider's contract addressing the participating

provider's obligation to furnish covered benefits.

NEW SECTION. Section 19. Contract filing requirements -- material changes -- state access to

contracts. (1) On October 1, 3888 1999, a health carrier offering a managed care plan shall file with the

department sample contract forms proposed for use with its participating providers and intermediaries.
{2) A health carrier shali file with the department a material change to a contract. The change must

be filed with the department at least 60 days before use of the proposed change. A change in a

participating provider payment rate, coinsurance, copayment, or deductible or other plan benefit is not
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considered a material change for the purpose of this subsection.
{3] A health carrier shall maintain participating provider and intermediary contracts at its principal
place of business in this state, or the health carrier must have access to all contracts and provide copies

to the department upon 20 days' prior written notice from the department.

NEW SECTION. Section 20. General contracting requirements. (1} The execution of a contract
for health care services with an intermediary by a heaith carrier does not relieve the health carrier of its duty
to provide health care services to a person with whom the health carrier has contracted and does not
relieve the health carrier of its responsibility for compliance with [sections 8 through 29] or the rules
implementing [sections 8 through 29].

{2) All contracts by a health carrier for the provision of health care services by a managed care plan

must be in writing and are subject to review by the department and the commissioner.

NEW SECTION. Section 21. Contract compliance dates. {1) A contract between a health carrier

and a participating provider or intermediary in effect an October 1, 18837 1999, must comply with [sections
13 through 21] and the rules implementing [sections 13 through 21] by Aprl QCTOBER 1, 1999. The
department may extend the Apeil OCTOBER 1 date for an additional period of up to 6 months if the hesith
carrier demonstrates goed cause for an extension.

(2) A contract between a health carrier and a participating provider or intermediary issued or put

into effect on or after Apsit1--3898 QCTOBER 1, 1999, must comply with [sections 13 through 21| and

the rules implementing [sections 13 through 21] on the day that it is issued or put into effect.
(3} A contract between a health carrier and a participating provider or intermediary not described
in subsection (1} or (2) must comply with [sections 13 through 21] and the rules implementing [sections

13 through 21] by Aprd OCTOBER 1, 1999,

NEW SECTION. Section 22. Department rules. The department shall MAY adopt rules to

implement [sections 13 through 21).

NEW SECTION. Section 23. Quality assurance -- national accreditation. (1) A health carrier

whose managed care plan has been accredited by a nationally recognized accrediting organization shall

{Legislative

B f . -
\ Dyvisian 22 SB 365



55th Legislature SB0O365.04

LT 7S B |V

o

11
12
13
14
15
16

18
19
20
21
22
23
24
25
26
27
28
29
30

annually provide a copy of the accreditation and the accrediting standards used by the accrediting
arganization to the department.

(2) If the department finds that the standards of a nationally recognized accrediting organization
meet or exceed state standards and that the health carrier has been accredited by the nationally recognized
accrediting organization, the department shall approve the quality assurance standards of the health carrier.

(3) The department shall maintain a list of accrediting organizations whose standards have been
determined by the department to meet or exceed state quality assurance standards.

(4) [Section 24] does not apply to a health carrier's managed care pfan if the health carrier
maintains current accreditation by a nationally recognized accrediting organization whose standards meet
or exceed state quality assurance stancdards adopted pursuant to [sections 23 through 27].

{6) This section does not prevent the department from monitoring a health carrier’'s compliance

with [sections 23 through 27].

NEW SECTION. Section 24. Standards for health carrier quality assessment programs. A health

carrier that issues a closed plan or a combination plan shall adopt and use infrastructure and disclosure
systems sufficient to accurately measure the quality of heaith care services provided to covered persons
on a regular basis and appropriate to the types of plans offered by the health carrier. To compty with this
requirement, a health carrier shall:

(1) establish and use a system designed to assess the quality of health care provided to covered
persons and appropriate to the types of plans_ offered by the health carrier. The system must include
systematic collection, analysis, and reporting of relevant data.

(2) communicate in a timety fashion its findings concerning the quality of health care to regulatory
agencies, providers, and consumers as provided in [section 28};

(3) report to the appropriate professional or occupational licensing board provided in Title 37 any
persistent pattern of problematic care provided by a participating provider that is sufficient to cause the
health carrier to terminate or suspend a contractual arrangement with the participating provider; and

(4) file a written description of the quality assessment program and any subsequent material
changes with the department in a format that must be prescribed by rules of the department. The
description must include a signed certification by a corporate officer of the health carrier that the health

carrier’'s quality assessment program meets the requirements of [sections 23 through 27].
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NEW SECTION. Section 25. Standards for health carrier quality improvement pragrams. A health
carrier that issues a closed plan or a combination plan shall, in addition to complying with [section 24],
adopt and use systems and methods necessary to imprave the quality of health care pravided in the health
carrier’'s managed care plan as indicated by the health carrier’s quality assessment program and as required
by this section. To comply with this requirement, a health carrier subject 1o this section shall:

{1) establish an internal system capable of identifying opportunities to improve care;

(2} use the findings generated by the system required by subsection {1} to work on a continuing
basis with participating providers and other staff within the closed plan or closed component to improve
the health care delivered to covered persons;

(3) adopt and use a program for measuring, assessing and improving the outcomes of health care
as identified in the health carrier’s quality improvement program plan. This quality improvement program
plan must be filed with the department by October 1, 2000, and must be consistent with [sections 23
through 27]. A health carrier shall ﬁ'!e any subsequent material changes to its quality improvement program
plan within 30 days of implementation of the change. The quality improvement program plan must:

{a} implement improvement strategies in response to quality assessment findings that indicate
improvement is needed; and

(b} evaluate, not less than annually, the effectiveness of the strategies implemented pursuant to

subsection (3}(a).

NEW SECTION. Section 26. Reporting and disclosure requirements. (1) A health carrier offering
a closed plan or a combination plan shall document and communicate information, as required in this
section, about its quality assurance program. The health carrier shall:

(a} include a summary of its quality assurance program in rﬁarketing materials;

{b) include a description of its guality assurance program and a statement of patient rights and
responsibilities with respect to that program in the certificate of coverage or handbook provided to newly
enrclled covered persons; and

{c) make available annually to providers and covered persons a report containing findings from its
quality assurance program and information about its progress in meeting internal goals and external
standards, when available,

{(2) A heaith carrier shall certify to the department annually that its quality assurance program and
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the materials provided to providers and consumers in accordance with subsection (1) meet the requirements
of [sections 23 through 27].

(3) A health carrier shall make available, upon request and payment of a reascnable fee, the
materials certified pursuant to subsection (2), except for the materials subject to the confidentiality
requirements of [section 27] and materials that are proprietary to the managed care plan. A health carrier
shall retain all certified materials for at least 3 years from the date that the material was certified or until

the material has been examined as part of a market conduct examination, whichever is later,

NEW SECT!ON. Section 27. Confidentiality of health care and quality assurance records --

disclosure. (1) Except as provided in subsection (2}, the following information held by a health carrier
offering a closed plan or a combination plan is confidential and may not be disclosed by the carrier to a
person:

{(a) information pertaining to the diagnosis, treatment, or health of a covered person, regardless of
whether the information is in the form of paper, is preserved on microfilm, or is stored in
computer-retrievable form;

(b) information considered by a quality assurance program and the records of its actions, including
testimony of a member of a quality committee, of an officer, director, or other member of a health carrier
or its staff engaged in assisting the guality committee or engaged in the health carrier’s quality assessment,
quality improvement, or quality assurance activities, or of any person assisting or furnishing information
to the guality committee.

{2) The information specified in subsection {1) may be disclosed:

{a) as allowed by Title 33, chapter 19;

{b) as required in proceedings before the commissioner, a professional or occupational licensing
board provided in Title 37, or the department pursuant to Title 50, chapter 5, part 2;

{c) in an appeal, if an appeal is permitted, from a quality committee’s findings or recommendations;
or

(d) as otherwise required by law or court order, including a judicial or administrative subpoena.

(3) Information specified in subsection (1) identifying:

{a} the provider may also be disclosed upon a written, dated, and signed approval of the provider

if the information does not identify the covered person;
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{b) the covered person may also be disclosed upon a written, dated, and signed approval of the
covered person or of the parent or guardian of a covered person if the cavered person is a minor and if the
information does not identify the provider;

{c) neither the provider nor the covered person may also be disclosed upon request for use for

statistical purposes only.

NEW SECTION. Section 28. Enforcement. {1) If the department {QRTHEBGARD] determines that

a health carrier has not complied with [sections 8 through 29] or the rules implementing [sections B through

23], the department [ORTHEBGARD] may recommend corrective action to the health carrier.

(2) The AT THE RECOMMENDATION OF THE DEPARTMENT {OR-THEBGARD] THE commissioner

may take an enforcement action provided in subsection (3) if:

{a) a health carrier fails to implement corrective action recommended by the department {OQRTHE
BOARDY:

{b) corrective action taken by a health carrier does not result in bringing a health carrier into
compliance with [sections B8 through 29] and the rules implementing [sections 8 through 29] within a
reasonable period of time;

(c} the department {2RFHEBOARDB] demonstrates to the commissioner that a health carrier dues

not comply with [sections 8 through 29] or the rules implementing [sections 8 through 29]; or

(d) the commissioner determines that a health carrier has violated or is violating [sections B through
29] or the rules impiementing [sections 8 through 29],

{3} The commissioner may take any of the following enforcement actions to require a health carrier
to comply with [sections 8 through 29] or the rules imptementing [sections 8 through 291:

{a) suspend or revoke the health carrier's certificate of authority or deny the health carrier’s
application for a certificate of authority; or

{b) use any of the commissioner’s other enforcement powers provided in Title 33, chapter 1, part

NEW SECTION. Section 29. Jurisdiction over contract actions. The district courts have jurisdiction

over actions for the enforcement of contracts authorized or regulated by [sections 8 through 29].
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NEW SECTICN. Section 30. Ceodification instruction. (1) [Section 7] is intended to be codified as

an integral part of Title 33, chapter 31, and the pravisions of Title 33, chapter 31, apply to [section 71,
(2) [Sections 8 through 2832 29] are intended to be codified as an integral part of Title 33, and

the provisions of Title 33 apply to [sections 8 through 2832 29].

NEW SECTION. Section 31. Severability. If a part of [this act] is invalid, all valid parts that are

severable from the invalid part remain in effect. If a part of [this act] is invalid in one or more of its
applications, the part remains in effect in all valid applications that are severable from the invalid

applications.

NEW SECTION. Section 32. Applicability. {This act] applies to a health carrier as defined in

[section 10] who offers a managed care plan as defined in [section 1Q} on or after [the effective date of

this section].

NEW SECT-ION. Section 33. Effective dates. (1) Except as provided in subsections {2) and (3),

[this act] is effective January 1, 1998.

(2) [Sections 12, 22, and-30-through-32,33 THROUGH-36,-AND-37 AND 30 THROUGH 32 and

this section] are effective on passage and approval,

(3) [Sections 13, 15, 18 THROUGH 21, AND 23 through 26 29) are effective October 1, 1999,

{AHSECTHONS 30 THROUGH 3 1-AND THE L ANGUAGE IN-BRACKETS INISECTIONS 812 AND
281 ARE-EFFEGTIVE JULY-1--2001-
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